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 Recent questions centered around the taking of deposits into member’s accounts by 
parties who are not the account owners. 

 The FinCEN Currency Transaction Report (FinCEN CTR) requires a record for each 
individual involved with transactions over $10,000.  

 Given these circumstances, it becomes important to collect data identifying these 
depositors.   

 Although we aren’t stopped by any regulation,  we do find ourselves with limited 
options.   

 Consider the following when allowing the practice of persons other than account 
holder making deposits in accounts which they are not owners nor are they 
signatories: 
  Individual making deposit must be an account owner 
 Credit union must be able to create a “record” for each individual who makes a cash 

deposit into each account and also tie the date of each deposit into each account that 
had a cash deposit transaction.   

 Refuse to allow non-account owners to make a cash deposit into an account. 

   
 We have to consider ALL  elements of risk before continuing with any practice. 

 

Allowing Deposits By Persons Other Than Account 
Holders 

 



• NCUA - 561 federally insured credit unions filed fourth-quarter Call Reports late or 
made corrections after the Jan. 24, 2014, deadline. 

• Matz : “This number is unnecessarily high and unacceptable.” 
• Last quarter of 2012, 1,744 credit unions failed to file on time.  
• First three quarters of 2013, an average of 1,048 credit unions filed late each quarter. 
• Issuance in January advised that NCUA would begin imposing civil money penalties, 

beginning with the first-quarter 2014 Call Reports “solely to deter late filing.”  
• Penalties assessed per day according to ranges set out in the Federal Credit Union Act. 
• NCUA - “consider mitigating factors”: 

• filing history,; 
• gravity of the violation, and;  
• other circumstances (i.e.,  natural disaster). 

• Late filed fourth-quarter 2013 - receiving a warning letter.  
• Subsequent late filers will be subject to civil money penalties. 

 

NCUA Action on Late Call Reports 



 Appeals court overturns merchant challenge to Fed interchange rule  
 

 U.S. Court of Appeals for the District of Columbia ruled to overturn a 
lower court that supported merchants' arguments in the ongoing 
debit interchange fee cap case known as NACS, et al. v. Board of 
Governors of the Federal Reserve System. 
  
In this case, a merchants' coalition has challenged the Fed's 
implementation of a Dodd-Frank Act-imposed debit interchange cap 
as too high. The Credit Union National Association and its partner 
members of The Clearing House coalition maintain that the cap, in 
fact, is too restrictive. 
 
 

Appeals Court Overturns Interchange Ruling 
 



 Risk Management 
 Governance structure – clear roles and responsibilities;  

 Policies and procedures (either stand-alone or incorporated into other 
policies and procedures);  

 Risk management process - selecting and managing third-party relationships ;  

 Employee training program;  

 Oversight process/monitoring ;  

 Audit and compliance functions; and  

 Parameters for providing appropriate reporting.  

 

 Areas of Risk 
 Legal 

 Reputation 

 Operational 

 

FFIEC: Social Media: Consumer Compliance 
Management Guide (12/13) 



 
 Proposed standards are intended to promote transparency and 

awareness of diversity policies and practices within financial  
institutions.  

 Assessment standards cover four key areas:  
• Organizational commitment to diversity and inclusion;  
• Workforce profile and employment practices;  
• Procurement and business practices and supplier diversity; and  
• Practices to promote transparency of organizational diversity and inclusion.  

 Standards tailored to account for variables including asset size, number 
of employees, governance structure, income, number of members or 
customers, contract volume, location, and community characteristics. 
The agencies recognize standards may need to change and evolve over 
time.  

 Each of the agencies has an Office of Minority and Women Inclusion 
(OMWI). Under Section 342 of Dodd-Frank, each OMWI is required to 
develop standards for assessing diversity policies and practices in the 
regulated entities.  
 

Federal Financial Regulators Proposing Joint Standards for 
Assessing Diversity Policies and Practices of Regulated 
Entities Pursuant to Section 342 of the Dodd-Frank Act  

 



• NCUA’s new liquidity and contingency planning regulation became 
effective on March 31.  

•  Many credit unions may still not have a contingency policy. 
• The regulation requires credit unions: 

• Less than $50 million in assets - need to maintain a basic written 
emergency liquidity policy; not required to take further action; 

• Assets of $50 million or more - required to develop contingency 
funding plans describing how they would address liquidity 
shortfalls in emergency situations; and 

• Assets of $250 million or more - required to have access to a 
backup federal liquidity source for emergency situations.  
 

Liquidity Compliance Deadline 
 



 Changes to NACHA Operating Rules regarding the ODFI’s warranty with respect to 
Outbound IAT Entries are effective on March 15, 2013:  
 

 Article Two – Rights and Responsibilities of ODFIs, Their Originators, and Third-Party 
Senders  

 Subsection 2.5.8.4 Additional ODFI Warranties for Outbound IAT Entries  
 In addition to the other warranties contained within these Rules, an ODFI initiating 

an Outbound IAT Entry warrants to each RDFI, ACH Operator, and Gateway:  
 (a)  Compliance with U.S. Legal Requirements.  
 (b)  Compliance with Foreign Laws or Payment System Rules Regarding 

Authorization.   
 Subsection 2.5.8.7 Assumption of Risk (new subsection)  
 As between the ODFI and the Gateway of an Outbound IAT Entry, the ODFI bears 

the risk that the laws of the receiving country prohibit or otherwise preclude the 
processing, settlement, or transfer of the proceeds of the Entry, including through 
blocking or other sequestration or seizure of funds, unless otherwise agreed 
between the Gateway and the ODFI. As between the Originator and the ODFI, the 
Originator bears all such risk, unless otherwise agreed between the Originator and 
the ODFI or required by Legal Requirements. 
 

ACH CHANGE EFFECTIVE MARCH 15 - EFFECTIVE DATE AND RULE 
LANGUAGE  

 



 According to OFAC, E.O. 13608 does not require the “blocking” (i.e., freezing) of 
property or interests in property -- unless the target also appears on OFAC’s 
Specially Designated National and Blocked Persons List (SDN List).  Instead, this E.O. 
requires institutions to reject wires from FSEs, and “restrict” their accounts.   

 FSE List entries for persons sanctioned under E.O. 13608 whose property and 
interests in property are blocked under other authorities include program tags for 
relevant blocking authorities. Such persons are also presented in a segregated sub-
section of the FSE List. (Separately, such persons are included on OFAC’s SDNs and 
Blocked Persons List with program tags for relevant blocking authorities, as well as 
for E.O. 13608.).”  

 FSE List available in almost all of the same file formats as SDN.   

 Most larger data providers are checking along with SDNs and PLCs. 

BSA/OFAC – Foreign Sanctioned Evaders (FSEs) List 
More on OFAC’s Foreign Sanctions Evaders List 

 



 February 2014 -  Financial Crimes Enforcement Network (FinCEN) 
issued guidance that provided clarity to industry questions on 
customer due diligence expectations and reporting requirements for 
financial institutions providing services to marijuana businesses.  

 The guidance allows credit unions to provide services to marijuana-
related businesses in a manner consistent with their obligations to 
“know your member” and to report possible criminal activity. 

  Guidance is designed to provide financial institutions with clarity on 
what they must do if they are going to provide financial services to 
marijuana businesses and reporting that will assist law enforcement. 

 

BSA and Marijuana-Related Businesses 
 



• From recent issuance by the Financial Industry Regulatory Authority Inc. (FINRA).  

•  Speculative trading in Bitcoins carries significant risk; also risk of fraud related to companies 
claiming to offer Bitcoin payment platforms and other Bitcoin-related products and services. 

• Risks include: 

• Digital currency such as Bitcoin is not legal tender, and businesses and individuals are not legally 
required to accept it as payment; 

• Platforms that buy and sell Bitcoins, and digital wallets, can be hacked, costing consumers; 

• Bitcoin transactions can be subject to fraud and theft; 

• The account insurance and other safeguards provided by credit unions and banks are not 
provided to users of digital wallets; 

• Bitcoin payments are irreversible, and refunds are only made if a seller decides to provide them; 

• Bitcoin has been used in illegal activity, and thus, Bitcoin exchanges could be shut down by law 
enforcement agencies; and 

• Bitcoin prices can fluctuate wildly. 

• Many criminals also view Bitcoin as a chance to steal your money through old-fashioned fraud. 
Warning signs of fraud include business claims that are not backed by financial reality. 
 
 

BSA/OFAC - Bitcoin-related risks  
 



• Would not compel a state to establish an AMC registration and supervision 
program; no penalty imposed on a state that does not establish a regulatory 
structure for AMCs.  

• An AMC is barred by section 1124 from providing appraisal management services for 
federally related transactions in a state that has not established such a regulatory 
structure. 
Under the proposed rule, participating states would require that an AMC:  
• Register in the state and be subject to its supervision;  
• Use only state-certified or licensed appraisers for federally related transactions, such as 

real estate-related financial transactions overseen by a federal financial institution 
regulatory agency that require appraiser services;  

• Require appraisals comply with Uniform Standards of Professional Appraisal Practice;  
• Ensure selection of a competent and independent appraiser; and  
• Establish and comply with processes and controls reasonably designed to ensure 

appraisals comply with appraisal independence standards established under the TIL.  

Proposed Rule on Minimum Requirements for 
Appraisal Management Companies (AMCs) 

 



• Clarity - Disparate impact doctrine of ECOA/Reg. B – does it impact  originating only 
Qualified Mortgages.  

• Agencies – do not anticipate an elevation of fair lending risk. 
• CFPB’s Ability-to-Repay  (ATR) Rule requires creditors make a reasonable, good faith 

determination that a consumer satisfies ATR.  
• Presumed to comply with  ATR  if issuing Qualified Mortgages; satisfy requirements that 

prohibit or limit risky features . 
• ECOA  -  illegal to discriminate based on characteristics including race, religion, marital 

status, color, national origin, sex, and age. 
• Decisions creditors will make about product offerings in response to ATR  similar to 

decisions regarding other significant regulatory changes affecting particular types of loans.  
• Continue to evaluate fair lending risk as for other types of product selections,  monitoring 

policies and practices; implementing effective compliance management systems. 
• Agencies issuing the statement with supervisory authority for the Fair Housing Act (FHA) 

believe that the same principles apply in determining compliance with the FHA and its 
implementing regulation.  
 

Guidance On Qualified Mortgage Fair Lending Risks 
 



 Review: 

 Lending policies and procedures 

 Approvals 

 Denials 

 Determine Who: 

 Is receiving loans 

 Is being denied 

 Reasons for approvals and denials 

 Any practices that might appear questionable from information 
obtained 

 See “NCUA Fair Lending Guide – March 2013” 

 

Fair Lending Assessment 



 NCUA Letter 14 – CU – 01   

 

  Effective January 10, 2014 - all federally insured credit unions.   

 

  NCUA field staff will take into account a credit union’s good-faith efforts to comply with 

the new rule.  

  Emphasis on the safety and soundness implications of mortgage lending. Qualified or non-

Qualified Mortgages - examiners will be evaluating credit risk, liquidity risk, and concentration 

risk.  

 Matz:“ I want to emphasize that credit unions may originate both Qualified and non-

Qualified Mortgages. Non-QM lending can be an effective member service if conducted safely 

and soundly. NCUA will not subject a mortgage to safety-and-soundness criticism solely 

because of the loan’s status as a QM or non-QM. Credit unions choosing to make non-QMs will 

need to take into account the potential new market and legal risks.”  

 

 See 14-RA-01,  Ability-To-Repay and Qualified Mortgage Requirements from the 

Consumer Financial Protection Bureau (CFPB) 

Ability to Repay (ATR) Requirements/ 
Qualified Mortgages 

 



 Eight (8) Underwriting Factors 
 Current or reasonably expected income or assets  

 Current employment status  

 Monthly mortgage payment for this loan. Monthly payment on any simultaneous  loans secured 
by the same property  

 Monthly payments for property taxes, insurance and certain other costs related to the property 
such as homeowners association fees or ground rent  

 Debts, alimony, and child-6.support obligations  

 Monthly debt-to-income ratio or 7.residual income, that you calculated using the total of all of the 
mortgage and non-mortgage obligations listed above, as a ratio of gross monthly income  

 Credit history  

 Any additional factors, but you must consider at least the above eight factors.  

Ability to Repay (ATR) Requirements 
 



 Determining Ability to Repay 

 Debt-to-income is considered (43%) 

 Consumer-supplied Income Documents 

 Types of employment information 

 Sources of Credit History Information 

 Considering Debt on the Debt-to-Income Ratio 
 Four underwriting factors:  

 Loan being underwriting   

 Any simultaneous loans secured by the same property   

 Mortgage-related obligations – property taxes; insurance; fees owed to a 
condominium, cooperative, or homeowners association; ground rent or 
leasehold payments; and special assessments  

 Current debt obligations, alimony, and child support . 

 

 

Ability to Repay (ATR) Requirements 
 



Qualified Mortgage (QM): 

• Presumption that originating creditors have complied with ATR requirements.  

• Helps protect consumers from unduly risky mortgages; more certainty about 
potential liability.  

• Four types of Qualified Mortgages under the rule.  

• General and Temporary, originated by all creditors. 

• Small Creditor and Balloon-Payment, only originated by small creditors.  

• Requirements generally focus on prohibiting certain risky features and practices  

• Points and fees (generally) may not exceed 3 percent of the total loan amount, but 
higher thresholds are provided for loans below $100,000. 

• Protection 

• Safe Harbor 

• Rebuttable Presumption  

Qualified Mortgages 
 



Compliance plan:  

 Identifying affected products, departments, and staff  

 Identifying the business-process, operational, and technology changes that will be 
necessary for compliance  

 Identifying critical impacts on key service providers or business partners  

 Identifying training needs  

 Considering other Title XIV rules  

 

 

Ability to Repay and Qualified Mortgages: 
Implementation and Compliance 

Considerations 
 



 Implements requirements and restrictions imposed by the Dodd-Frank 
Act concerning loan originator compensation;  

 Qualifications of, and registration or licensing of loan originators;  

 Mandatory arbitration;  

 Delays date of prohibition on financing of credit insurance;  

 Revises/provides additional commentary on Regulation Z’s restrictions on 
loan originator compensation;  

 Establishes tests for when loan originators can be compensated. 

Loan Originator Requirements/ Prohibition on 
Financing Credit Insurance Premiums  

Eff. 1/10/14 
 
 



 Initial rate adjustment notices 

 Periodic statements 

 Responses – payoff amounts 

 Disclosures regarding interest rate adjustments of variable-rate 
transactions. 

 Effective 01/10/14 

Mortgage Servicing Proposal 
 



 Delayed implementation of certain new mortgage disclosure 
requirements in title XIV of the Dodd-Frank Wall Street Reform 
and Consumer Protection Act that would otherwise take effect 
on January 21, 2013.  

 Avoid potential consumer confusion and reduce compliance 
burden for industry,  

 Provides for exemptions that last until the integrated mortgage 
disclosure forms take effect. 

Integrated Mortgage Disclosures 
 



 

 Subject  

 Purchase-money mortgages  

 Refinances  

 Closed-end home equity loans  

 Open-end credit plans (i.e., HELOCs)  

 Manufactured housing mortgages (whether titled as real or personal property) and other types 
of personal property (e.g., an RV or a houseboat) are subject  if dwelling is  primary residence.  

 Second or vacation homes are not covered 

 Exempt  

 Reverse mortgages  

 Construction loans  

 Loans originated and directly financed by a Housing Finance Agency (HFA), as defined in 24 CFR 
266.5  

 Loans originated under the USDA’s Rural Development Section 502 Direct Loan Program  

 Additional disclosures/avoid certain loan terms 

 Ensure the consumer receives additional protections including homeownership counseling 

 

 

 

HOEPA – Higher Priced Mortgages 



 

Reg. Z - Joint final rule requires creditors to: 

 obtain an appraisal (in some cases second appraisal) meeting specific standards; 

 provide applicant with notice regarding use of appraisal and copy of appraisal;  

 Certain mortgage loans excluded from appraisal rule for higher-priced mortgages: 

 Qualified mortgages as defined Regulation Z, section 1026.43(e); 

 Transactions secured by new manufactured homes, mobile homes, boats or trailers; 

 Initial construction of a dwelling; 

 Bridge loans for purchase of primary welling with maturities of 12 months or less;  

 Reverse mortgage loans. 

 Safe Harbor 

 Appraisal performed in accordance with USPAP and title XI of FIRREA; 

 Verify through National Registry (for State certified /licensed appraisers) that appraiser 
signing certification was certified/licensed in the State in which property located on 
certification date; 

 Confirm elements identified in Appendix A to this rule are addressed in written appraisal; 

 No actual knowledge of information contrary to facts or certifications in the  appraisal. 

 

 

Higher Priced Mortgages – Appraisals 
Effective 01/18/14 

 



 Creates exemptions from certain appraisal requirements for subset of higher-
priced mortgage loans -  intended to save borrowers time and money while still 
ensuring loans are financially sound. 

 Provides:  
 loans of $25,000 or less and certain “streamlined” refinancings exempt from the 

Dodd-Frank Act (the Act) appraisal requirements (effective January 18, 2014). 
 special provisions for manufactured homes that delay effect of requirements for 18 

months.  
 July 18, 2015 –  

 Loans secured by an existing manufactured home and land - subject to the 
Act’s appraisal requirements.  

 Loans secured by a new manufactured home and land exempt only from 
requirement that appraiser visit home’s interior. 

 Loans secured by manufactured homes without land - creditors may use other 
valuation methods without appraisal (i.e., third-party valuation services or 
“book values.”) 

 

Final Rule to Exempt Subset of Higher-Priced  
Mortgage Loans from Appraisal Requirements 



• Requires certifying and licensing agency of a participating state have certain 
authorities, including:  
• Approve or deny initial AMC registration applications and applications for renewals; 
• Examine the AMC and require the AMC to submit relevant information to the state;  
• Verify that appraisers on the AMC’s appraiser network or panel hold valid state 

certifications or licenses;  
• Conduct investigations of AMCs to assess potential violations of appraisal-related laws;  
• Discipline an AMC that violates appraisal-related laws; and  
• Report an AMC’s violation of appraisal-related laws, as well as disciplinary and 

enforcement actions, and other pertinent information about an AMC’s operations to the 
Appraisal Subcommittee of the Federal Financial Institutions Examination Council.  

• Provides participating states 36 months after its effective date to implement 
minimum requirements.  

• AMC subsidiary required (section 1124 and proposed rule) to meet same minimum 
requirements as other AMCs - not required to register with a state.  

Proposed Rule on Minimum Requirements for 
Appraisal Management Companies (cont’d) 

 



Reg. X – Small Servicer Exemption 

May be excluded from some (not all)  Mortgage Servicing Rules. 

 To qualify  

 must meet certain criteria in section 1026.41(e)(4)(ii), or  

 if Housing Finance Agency as defined in section 1026.41(c)(4). 

 Exemption determined each calendar year based on loans as of January 1.  

 Must service 5,000 or fewer mortgage loans and  own or have originated all 
5,000 loans (cannot service any loans not originated or owned). 

 Mortgage loan defined in section 1026.41 (a)(1) - closed-end consumer credit 
transaction secured by a dwelling. Reverse mortgages or timeshares may be 
excluded. 

 If 5,000 loans exceeded - no longer gets exemption; comply within six months 
or until the next January 1 (the later of the two). 

 



Reg. X – Error Resolution and Information 
Request Rule 

No small servicer exemption .  

 Very similar to rules for handling Electronic Funds Transfers  (EFT) errors. 

 “Notice of error” - written from consumer  

 asserts specific errors and includes consumer name along with enough information 
to identify the mortgage account and error believed to have occurred.  

 “Information request” -  written relating to servicing of mortgage loan, includes:  

 consumer name, enough information to identify mortgage account, and statement 
of information requested.  

 Note on a payment coupon or other payment form not considered notice of error or 
information request. 

 Servicer - 5 days to acknowledge/30 days to investigate, correct or respond . 
Response must have servicer’s contact information, including telephone number. 
 



Reg. X – Error Resolution and Information 
Request Rule 

 Provides listing of categories of covered  errors: 

 Failure to accept payment 

 Failure to apply an accepted payment as dictated by terms or law 

 Failure to pay any fee or charge escrowed 

 Fees imposed inappropriately 

 Failure to credit account in timely manner 

 Failure to provide an accurate payoff balance within 7 days 

 Failure to provide accurate information regarding loss mitigation options and foreclosures 

 Failure to transfer accurately & timely information relating to change in mortgage servicer 

 Making the first filing for any foreclosure process in violation of the loss mitigation procedures of 
this rule 

 Moving for foreclosure judgment or sale in violation of the loss mitigation procedure of this rule 

 Any other error relating to the mortgage servicing rules 

 



 Limits charging force-placed insurance :  

 Reasonable basis to believe borrower has failed to maintain hazard insurance; and 

 Reminder notices - two notices at specific times.  

 First  - 45 days before charging for force-placed insurance 

 Second - 30 days after the first notice (15 days before force-placed insurance is placed) 

 Four examples of notices - Appendix MS-3 to part 1024 

 Cancel within 15 days of receiving evidence that required insurance in place. 

 Refund any fees or charges for periods of overlapping coverage. 

 Charges must be bona fide and reasonable. 

 “Back charges” allowed  for coverage in place before notices sent if no evidence of continuous 
required insurance during these periods. 

 Does not apply  

 to required Flood insurance. Flood Disaster Protection Act of 1973 (FDPA) takes precedence.  

 when insurance consumer obtains and servicer renews using escrow funds per §1024.17(k)(5). 

 Limited small-servicer exception. 

 

 

Reg. X – Force-Placed Insurance 



 Small Servicer Exemption does apply .  

 Rules do not apply to HELOCs and open-end lines of credit, reverse mortgage transactions, and loans for 
which servicer is qualified lender under the Farm Credit Act of 1971. 

 Servicers must  

 make good faith effort to notify borrower by 36th day of delinquency about loss mitigation options. 

 telephone contact, letter, or email 

 provide borrower with written notice about loss mitigation options by 45th day. 

 Must contain statement encouraging consumer to  

 contact servicer,  

 telephone number of assigned personnel,  

 mailing address,  

 website to access either CFPB or HUD list of homeownership counselors, and  

 HUD toll-free telephone number to access homeownership counselors.  

 Also, if applicable, contain statement informing consumer how to obtain more information 
about/or brief description of examples of  loss mitigation options. 

 Model clauses are available in Appendix MS-4 and on the CFPB website. 

 

 

Reg. X – Early Intervention with Delinquent 
Borrowers 



 Effective December 19, 2013 

 NCUA Final Rule on Charitable Donation Accounts 

 Investment in all CDAs limited to 5% of net worth for the duration of accounts. Required to monitor 
its aggregate book value relative to net worth on at least a quarterly basis and has 30 days to 
remedy any violations of the limit; 

 CDA assets have to be held in a segregated custodial account or special entity and specifically 
designated as a CDA; 

 If FCU elects to establish a CDA using a trust vehicle, trustee must be an entity regulated by the OCC, 
SEC or another federal or state financial regulatory agency. The person authorized to make the 
investment decisions has to be a registered financial advisor with the SEC or regulated by the OCC; 

 Terms and conditions controlling the CDA must be documented in a written operating agreement or 
similar instrument and the FCU’s board of directors will need to adopt written policies and 
procedures that are consistent with the requirement of this rule.  

Additional Changes 
 



 Effective June 30, 2014 
 NCUA CUSO Rule 
 Currently, only two provisions of Part 712 apply to FISCUs: the need 

for corporate separateness and the requirement to provide NCUA 
and state regulators with access to the CUSO’s books and records. 
The new rule adds several other provisions to those that apply to 
FISCUs. 

 Eff. June 30, 2014 
 Recapitalization of Insolvent CUSOs 
 GAAP account required for CUSOs 

 Eff. Dec. 2015 
 CUSOs must report directly to NCUA and state agencies. 

 
 

Additional Changes 
 



 Effective 01/10/14  

 Implements requirements and restrictions imposed by the Dodd-
Frank Act concerning loan originator compensation;  

 Qualifications of, and registration or licensing of loan originators;  

 Mandatory arbitration;  

 Delays date of prohibition on financing of credit insurance;  

 Revises/provides additional commentary on Regulation Z’s 
restrictions on loan originator compensation;  

 Establishes tests for when loan originators can be compensated. 

Loan Originator Requirements/ 
Prohibition on Financing Credit 

Insurance Premiums 



 Risk Based Capital  

 Other 

Newsworthy and Now 



 Mortgage Rules 

 Deposit Regulations 

 Fair Lending 

CFPB 



 Risk-based approach 

 Safety & Soundness 

 More Stringent Stress Testing 

 Contingency 

 IRR 

 Liquidity 

 Any Issues CFPB considers important! 

NCUA/State Agencies 


