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To the Chief Executive Officers of Savings Associations:

We are pleased to present you with our most recent version of Compliance: A Self-
Assessment Guide. We first published this guide in July 1988 and reissued it in November 1990.
Previous editions were very popular with the thrift industry as an internal reference source for
managers, compliance officers, and others whose responsibilities include compliance matters. We
believe that this new edition, with its revised format and enhanced content will also prove helpful
to the industry. We have made every effort to ensure that this guide is current at the time of its
issuance. Periodic updates are planned to reflect changes in laws, regulations, and policies.

Maintaining an effective compliance program requires your strong commitment and active
involvement. Substantial progress has been made since OTS created its Compliance Examination
Program in 1989. Compliance examinations conducted in the early 1990’s clearly indicated that
much work needed to be done to raise the thrift industry’s overall compliance performance to a
higher level. Those examinations also showed us that we needed to enhance our administration of
the program by providing our compliance examiners with top-notch training and by providing the
industry with educational guidance. This guide and our Compliance Activities Handbook
represent two examples of our efforts in this area.

Over the last decade we have worked together to make demonstrable strides in raising
awareness about compliance responsibilities and the need to administer effective programs to
ensure that these responsibilities are met. Through our combined vigilance, the industry today
enjoys a high rate of compliance. However, we both know that the complexity, dynamics, and
sensitivity of the compliance laws and regulations underscore the need for continued emphasis and
attention. We encourage you to ensure that your institution develops and maintains effective and
comprehensive compliance policies and procedures, including appropriate internal review
mechanisms.

Sincerely,

Richard M. Riccobono
Deputy Director
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PURPOSE

This completely revised Guide replaces the previous edition of Compliance: A Self-
Assessment Guide issued by the Office of Thrift Supervision in November 1990. The
original version of the Guide remains popular. That edition helped promote compliance
with consumer protection laws and regulations by outlining a process that a savings asso-
ciation could use to critique its compliance operations and to enhance the effectiveness of
its compliance program. This revised version accomplishes the same basic objectives,
adopting a “user friendly” format.

This Guide provides an overview of how to establish and maintain an effective compliance
program. It serves as a resource to help you identify or discern primary regulatory re-
quirements and evaluate the efficacy of your institution’s compliance program. While cov-
ering most of the federal consumer protection laws and regulations that affect savings
associations, this Guide does not address all such laws and regulations or any state laws.

This Guide also highlights the basic components of a sound compliance program. Of
course, a successful compliance operation requires the commitment of the institution’s
board of directors and the active involvement of senior management. Both the board and
management must ensure that compliance is taken into account when developing new
products and services. Further, compliance considerations that relate to the institution’s
current products must be revisited whenever new laws or regulations are issued or exist-
ing ones modified.

While striving for precision, the OTS does not warrant the accuracy and applicability of all
of the information contained herein. This Guide neither replicates all regulatory require-
ments nor supplants the need to craft a compliance program geared to the specific cir-
cumstances of a given institution. The institution’s officers and staff must be vigilant about
ensuring that concepts derived from this Guide are not taken out of context or employed
erroneously. They should confirm independently that any revisions to the institution’s
compliance practices are being made in conformity with all applicable laws and regula-
tions; exclusive reliance on this Guide is strongly discouraged.

SYNOPSIS OF THE SELF-ASSESSMENT GUIDE

Synopsis of the major sections of the Guide are as follows:

Components of an Effective Compliance Program. This section reviews the key elements
of an effective compliance program. It includes an overview of the compliance function,
the role of the compliance officer, board and management involvement, and the internal
review program. A large institution operating in several states is going to have a much
more elaborate framework for compliance operations than a small community association.
Nonetheless, the guidance highlights the primary elements that would generally make up
a compliance program.  The concepts can be tailored to each institution.

Overview of Laws and Regulations. This section contains core information on the complex
consumer protection laws and regulations. Each law/regulation covered includes: (1) an
executive summary; (2) a listing of potential business areas impacted; and, (3) a table
highlighting the major requirements or recommendations of that law/regulation, along with
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references to applicable time frames and documentation. The tables (other than for CRA)
are set up in three columns with the following headings: (a) “Requirements/Recom-
mendations”;  (b) “Time Frame”; and (c) “Document, Record or Report”. The first column is
intended to portray the significant requirements of each law/regulation as well as recom-
mended elements or components that should be considered in establishing the compli-
ance program.  In most cases, direct regulatory or statutory requirements are provided,
although some of the items referenced in the first column represent recommendations
taken from examination procedures, best practices, or general guidelines. The reader is
strongly encouraged to use this guide in connection with the applicable laws and regula-
tions. This guide does not substitute for the laws and regulations. The second column in-
dicates the time frame associated with each of the requirements or recommendations.
The third column describes the appropriate document, record or report generated by or
containing each of the requirements or recommendations depicted in the first column.
Following the table, matrices may be included to clarify or illustrate parts of a particular
law/regulation. Any matrices used will follow the table containing the requirements and
recommendations for a particular law/regulation.

Compliance Requirements by Category. This section provides practical guidance about
various compliance requirements organized by nine categories. Each category groups
regulatory requirements that share common attributes. For example, all of the major no-
tices and disclosures required by the consumer protection laws and regulations are
grouped together under a single heading (in this case “Notices/Disclosures”) and then
subdivided by specific law or regulation. This information is general and does not substi-
tute for the specific requirements of the consumer protection laws and regulations.

Appendix: Compliance Checklists. The checklists in this section will help compliance offi-
cers or auditors who review compliance activities. These checklists include all of the con-
sumer protection laws and regulations covered in the body of this Guide and some less
complex laws/regulations. The checklists should not be used without a thorough under-
standing of the underlying laws or regulations.

LAWS AND REGULATIONS COVERED BY THE SELF-ASSESSMENT GUIDE

The following consumer compliance laws and regulations are featured in Section C
(Overview of Laws and Regulations) and Section D (Compliance Requirements by Cate-
gory):

• • Truth in Lending Act
• • Real Estate Settlement Procedures Act
• • Home Mortgage Disclosure Act
• • National Flood Insurance Act
• • Equal Credit Opportunity Act
• • Fair Housing Act
• • Community Reinvestment Act
• • Electronic Fund Transfer Act
• • Expedited Funds Availability Act
• • Truth in Savings Act
• Bank Secrecy Act
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The Appendix to this Guide, which contains the Compliance Checklists, includes the
eleven laws and regulations featured in Sections C and D, and:

• Fair Credit Reporting Act
• Consumer Leasing
• Right to Financial Privacy Act
• Unfair or Deceptive Acts or Practices
• Bank Protection Act
• Economic Sanctions
• Interest on Deposits
• Advertising Requirements
• Branch Closing Policy Requirements
• Fair Debt Collection Practices Act
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COMPONENTS OF AN EFFECTIVE COMPLIANCE PROGRAM

An effective internal compliance function contributes to an institution’s overall success.  A
properly designed and implemented compliance program may positively affect an institu-
tion’s bottom line.  A poor compliance program can lead to problems that are expensive to
fix, civil and/or criminal penalties, adverse publicity, and the inability to expand into other
markets or pursue other types of corporate activities requiring regulatory approval.

While the scope of compliance operations may vary significantly depending on the size,
capacity, location, and business objectives of the institution, certain key components are
common to every effective compliance program. The basic elements of a compliance pro-
gram should include: (1) a formal written program (or policy statement); (2) the commit-
ment of the board of directors and the involvement of senior management; (3)
comprehensive written procedures; (4) a skilled compliance officer who has the full sup-
port of management; (5) defined standards of accountability; (6) a program to monitor and
audit performance; (7) adequate training; and (8) correction and enforcement guidelines.

1. Formal Written Compliance Program (Policy Statement)

The compliance program should be set forth in a written document, such as a policy
statement, designed to convey the importance of preventing, detecting, and correcting
problems. The document should outline the objectives of the program and  how to achieve
them.  The policy statement is the starting point for an internal environment where compli-
ance is rooted in day-to-day operations. It should require that management develop and
maintain procedural guidelines so that effective compliance controls are established
throughout the organization.

An institution’s adoption of a formal written compliance program emphasizes the impor-
tance of regulatory compliance as an inherent part of business operations. To be effec-
tive, the program ought to be approved and supported by the board of directors and
senior management.  It should specify the institution’s expectations relating to offi-
cer/employee accountability, monitoring and audit programs, training objectives, and en-
forcement guidelines.  Obviously, the precise structure of a given compliance program will
depend upon various factors including the size and location(s) of the institution, the types
of services/products offered, business objectives, and available resources. Once estab-
lished, the program should clearly delineate relevant roles and responsibilities.  The
board and senior management should monitor adherence to the program on an ongoing
basis.

2. Board Commitment and Management Involvement

The commitment of the board of directors and the involvement of senior management
contribute to the success of an institution’s compliance program. The board’s commitment
should be communicated throughout the institution. In turn, the board ought to be pro-
vided with sufficient information through written and/or oral reports to make informed deci-
sions concerning compliance policy issues. It should be encouraged to study and discuss
relevant information concerning the institution’s compliance program prior to taking any
action involving policy modifications. Since the board retains ultimate responsibility for in-
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stituting an effective compliance program, it must diligently monitor information related to
the program and maintain proactive involvement.

Senior management should ensure that comprehensive compliance procedures are de-
veloped and maintained. Moreover, management must affirm its support and commitment
to the compliance program. This commitment can be demonstrated through the selection
of a qualified compliance officer with appropriate delegated authority. The compliance
program itself should be supported through the words and deeds of management, includ-
ing clearly defined performance standards for those having compliance responsibilities.
Senior management must receive regular reports from the compliance officer and must
ensure that the primary objectives set by the board are fully implemented.

3. Comprehensive Procedures

While the policy statement provides the general direction and goals of the program, pro-
cedural guidelines provide specific guidance on the actual process of establishing compli-
ance controls relating to the various transactions and activities of the organization. The
procedures should spell out the specific steps necessary to implement the institution’s
compliance objectives and should designate the persons responsible for implementation.
The procedures should serve as a detailed road map as to how the institution will ensure
compliance with relevant laws and regulations.

The procedures should be specific so that compliance personnel are able to carry out
their responsibilities in an effective manner. The procedures must include all relevant ac-
tivities of the organization, with cross-references where necessary to assure proper cov-
erage where multiple business units may be involved. To ensure that compliance
procedures are properly implemented and maintained, senior management and/or the
compliance officer must ensure the effective communication, training, review, updating
and enforcement of the procedures. The other components of an effective compliance
program subsequently discussed should provide additional insight into the appropriate
manner for implementing and maintaining effective procedural guidelines.

4. Skilled Compliance Officer

The compliance officer develops and implements the institution’s compliance program,
with the direction and support of the board and senior management. Depending upon the
size and scope of the institution’s business operations, the compliance officer may be ei-
ther full-time or part-time. The compliance officer must have the knowledge and ability to
interpret laws and regulations and understand the regulatory process. This person should
also be familiar with the institution’s various business operations. An effective compliance
officer demonstrates strong communication skills and the ability to work with all levels of
management and staff. The compliance officer should be organized, efficient, detail ori-
ented, and able to work independently. Audit experience may also prove useful.

The compliance officer should, among other things:

• Institute and administer an effective compliance program (as directed by the board and
senior management).
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• Develop, implement, maintain and update compliance procedures (in consultation with
the board and management).

• Establish and implement the institution’s CRA program, including specific goals and
objectives (in cooperation with the efforts of the board and senior management), un-
less separately handled by a separate CRA officer.

• Take a proactive role in identifying and addressing compliance concerns arising in
connection with the development of new products and services.

• Develop and maintain a comprehensive training program.

• Coordinate with examiners.

• Coordinate with internal and independent auditors to ensure that compliance issues
are sufficiently handled, where appropriate.

• Prepare and present periodic reports to senior management and/or the board of di-
rectors relating to the institution’s record of compliance, including CRA performance.

• Ensure that reports to regulatory agencies are completed and filed in a timely manner.

• Collect and disseminate relevant compliance resources to appropriate staff and pro-
vide informational assistance to management and staff. Maintain supporting resources
including books, reference guides, and training materials.

• Review and revise the institution’s forms and disclosures to ensure compliance with
applicable laws and regulation.

• Ensure that all statutory and regulatory additions and modifications are communicated
and accurately incorporated into the institution’s policies, procedures, and practices.

5. Defined Standards of Accountability

Personal accountability is integral to the successful operation of the institution’s compli-
ance program. Employees charged with compliance-related responsibilities should clearly
grasp the consequences to the institution of noncompliance. The most elaborate compli-
ance program and the most detailed set of procedures will be of no practical use unless
the persons who administer them demonstrate proficiency in this area. Accordingly, em-
ployees having responsibility within the compliance area must be given proper training
and guidance. The board and senior management must continually convey the importance
of the compliance function to the institution’s operation and the need for employees to be
diligent in ensuring that the compliance procedures are carefully observed.

6. Monitor and Audit Performance

An ongoing monitoring program ensures that internal controls are followed and assesses
progress towards correcting violations previously identified through internal audits or ex-
amination reports. The monitoring program should involve ongoing periodic reviews of the
effectiveness of the compliance controls and an assessment of actions taken to correct
previously noted compliance deficiencies. Information gained through the monitoring
process should be communicated to senior management and to the board on a periodic
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basis. They can then ensure appropriate corrective measures are taken to address ongo-
ing compliance deficiencies.

The internal audit function is also an important element of the compliance program. While
the monitoring program is conducted on an ongoing basis to ensure that established in-
ternal controls are followed and prior violations corrected, the audit function measures the
effectiveness of the internal controls. The audit function entails a more formal process that
involves an independent inspection of all aspects of an institution’s compliance program.
Audits are generally undertaken less frequently than a review conducted as part of a
monitoring program and are more comprehensive in scope. An institution may, for exam-
ple, conduct an annual audit that would cover the entire compliance program or all as-
pects of a particular operation or activity. The audit culminates in a final report that
highlights the results of the review along with appropriate recommendations directed to
the compliance officer, senior management and the board. Specific weaknesses involving
internal compliance controls, along with the consequences thereof, would be noted in the
final report.

7. Effective Training

An ongoing comprehensive training program is, perhaps, the best tool that the institution
has to prevent serious adverse consequences in the compliance area. The training pro-
gram should be developed by the compliance officer together with the training coordinator
(if there is one) and evaluated annually by management and the board. The main purpose
of the program is to ensure that relevant legal and regulatory requirements as well as the
institution’s procedural guidelines are clearly communicated to all affected officers and
staff personnel. The application of certain compliance laws, such as the Equal Credit Op-
portunity Act and the Fair Housing Act, will probably require some form of instruction to all
employees. On the other hand, other laws such as the Truth in Lending Act (TILA) and the
Real Estate Settlement Procedures Act (RESPA) may entail more specialized training for
select employees engaged in particular business concentrations within the institution such
as consumer and mortgage lending.

All new employees should be provided with training that covers certain core areas of
compliance (such as fair lending) along with specialized instruction that focuses on com-
pliance concerns that relate to the incoming employee’s position. Information on new or
amended laws and regulations as well as changes in internal procedures or systems
should be disseminated in a timely manner to all appropriate persons within the organiza-
tion. Moreover, ongoing review sessions should be held to ensure that employees main-
tain their compliance expertise. Of course, the addition of new products or services will
necessitate additional training focused on their unique features.

Compliance training may take a variety of forms, including live or video-taped classes,
computer-generated modules, written materials, or informal meetings within a given de-
partment to discuss relevant topics. Management should carefully tailor the various parts
of the training program to ensure that it will accomplish its objectives rather than attempt a
“one size fits all” approach. Training should be crafted to fit the needs of the particular
business units within the institution. The appropriate format as well as the substantive
content of the compliance training may vary significantly depending on the needs and
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make-up of the specific business function. Records of all classes should be maintained,
including the names and positions of all persons attending or completing training ses-
sions. In addition, consideration should be given to testing employees on the information
presented in order to ensure that they meet prescribed comprehension levels.

8. Correction Guidelines

Whenever actual compliance violations or potential problems arise, the compliance officer
and/or management should take prompt, reasonable corrective actions. The appropriate
response could entail a range of actions including, for example, modifying the language
on a disclosure form or other document used in connection with a mortgage loan transac-
tion, providing reimbursement to affected customers based on improper disclosures under
the TILA, or ensuring that accurate RESPA disclosures are provided within the prescribed
time frame. The type and scope of the response will depend upon the particular circum-
stances giving rise to the violation along with an analysis of relevant laws, regulations,
and/or official interpretations. In addition, the institution must take appropriate measures
to prevent similar offenses, including possible modifications to compliance controls out-
lined in the institution’s procedural guidelines. Changes in the training function and the
monitoring processes may also be necessary.

Concluding Remarks

This section helps identify the primary components of an effective compliance program.
The process described is a general guide for establishing a solid compliance function;
each institution should develop its own specific program tailored to its particular business
objectives, size, location, structure, capacity, product offerings, and resources. There is
no single template that will work for every institution.

Establishment of the compliance program and the creation of a climate conducive to the
achievement of positive results requires a committed board and an involved management
team. With this foundation in place, the development of the policy statement and proce-
dural guidelines as well as the selection of a competent compliance officer provide the
framework of the program. The continued involvement in and support of the compliance
function by the board and senior management is essential for success.

Management should rely on the compliance officer along with other compliance personnel
to carry out the day-to-day responsibilities involved in ensuring that compliance controls
are maintained. Accordingly, those persons actually administering the compliance pro-
gram ought to be held to defined standards of accountability. Performance can be as-
sessed through an ongoing monitoring process that seeks to ensure adherence to the
institution’s internal controls and through periodic audits that identify weaknesses in the
procedural guidelines. The development of a solid training program helps to ensure that
employees engaged in the compliance area are provided with the knowledge necessary to
execute their responsibilities. Correction mechanisms can help to ensure that specific
violations and/or deficiencies in the compliance program are handled in a manner con-
sistent with internal procedures and legal/regulatory guidelines.
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 Truth in Lending Act  (Regulation Z)

 Executive Summary:

Regulation Z, which implements the Truth in Lending Act (TILA), promotes the informed
use of consumer credit by requiring disclosures about its terms and cost. Regulation Z: (i)
requires that creditors provide specified disclosures in connection with all consumer credit
transactions; (ii) regulates certain credit card practices; (iii) imposes certain requirements
relating to the form and content of advertisements of consumer credit products; (iv) pro-
vides a means for resolution of credit billing disputes; and (v) furnishes consumers with
the right to cancel certain credit transactions involving a lien on their principal residence.
The regulation does not regulate or limit the charges assessed in a consumer credit
transaction nor does it require financial institutions to grant a loan in any given instance.

Regulation Z applies to credit extended primarily for personal, family, or household pur-
poses. The regulation divides credit transactions into two categories: “open-end” credit
and “closed-end” credit. Open-end credit involves consumer credit extended under a plan
in which: (i) repeated transactions are contemplated; (ii) a finance charge may be imposed
on outstanding unpaid balances; and (iii) credit extensions are available to the extent that
any outstanding balance is repaid. (Examples: credit card accounts, home equity lines of
credit) Closed-end credit encompasses all consumer credit transactions not extended un-
der an open-end plan. (Examples: residential mortgage transactions, automobile loans)

Noncompliance with the requirements of Regulation Z can result in administrative actions,
civil liability, and/or criminal liability. Administrative actions based on inaccurate
(understated) disclosures of finance charges or annual percentage rates may result in a
requirement that a creditor reimburse affected customers.

The following summary discusses: (i) general requirements applicable to both closed-end
and open-end credit transactions; (ii) open-end credit requirements exclusively; and (iii)
closed-end credit requirements exclusively.

 Business Areas Impacted:

• Retail and Mortgage Lending Units

• Credit Application Processing

• Credit Operations

• Credit Product Marketing

• Customer Service
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 Highlights:

GENERAL REQUIREMENTS

Applicable to Both Closed-End and Open-End Extensions of Credit

 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  WRITTEN DOCUMENT OR
RECORD

 Policy/Procedures

 Adopt a policy for implementing the TILA and
Regulation Z. Ensure that comprehensive proce-
dures are maintained and that actual practices are
consistent with the procedures.

 Continuing  Policy Statement

 Written Procedures

 Coverage

Ensure a firm understanding of coverage require-
ments of Regulation Z. Basically, the regulation ap-
plies to any individual or business
offering/extending credit if:

1.  the credit is offered or extended to consumers;

2.  the offering or extension of credit occurs regu-
larly;

3.  the credit is subject to a finance charge or is
payable by a written agreement in more than
four installments; and

4.  the credit is primarily for personal, family, or
household purposes.

 Note: A flow chart outlining coverage considera-
tions under Regulation Z is included as Exhibit Z-1.

 Continuing  Loan Origination Manuals
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GENERAL REQUIREMENTS

Applicable to Both Closed-End and Open-End Extensions of Credit

 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  WRITTEN DOCUMENT OR
RECORD

 Exempt Transactions include:

1.  Business, commercial, agricultural, or organ-
izational credit (unless tied to a credit card);

2.  Credit over $25,000 not secured by real prop-
erty or personal property used as principal
dwelling;

3.  Public utility credit;

4.  Securities or commodities accounts in which
credit is extended by a registered broker-
dealer;

5.  Home fuel budget plans; and

6.  Student Loan Programs.

 Note: A flow chart outlining coverage considera-
tions under Regulation Z is included as Exhibit Z-1.

 Continuing  Loan Origination Manuals

 Finance Charge

Ensure that the concept of “Finance Charge” is
clearly understood by appropriate employees. It
represents the cost of consumer credit as a dollar
amount, including any charge payable directly or
indirectly by the creditor as an incident to or a con-
dition of the extension of credit. It does not include
any charge that would be payable in a comparable
cash transaction.

Section 226.4 provides: (i) specific examples of fi-
nance charges; (ii) charges excluded from the fi-
nance charge; and (iii) insurance and debt-
cancellation coverage.

Note: A flow chart outlining finance charges and
excludable/exempt charges is included as Exhibit
Z-2.

 Continuing  Loan Origination Manuals

 Loan Operations Manuals
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GENERAL REQUIREMENTS

Applicable to Both Closed-End and Open-End Extensions of Credit

 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

 Calculations

 In preparing disclosures, notices, periodic state-
ments, and internal account records, ensure that all
calculation devices are in proper working order and
that employees are properly trained to use these
devices. Also ensure that completed disclosures
reflect the terms of the legal contract between the
institution and consumer.

 The most important of these calculations include:

1. “Annual Percentage Rate” as described in
Sections 226.14 and 226.22 (and Appendi-
ces F and J);

2. “Finance Charge” as described in Section
226.4; and

3. Determination of account balances to which
periodic rates apply.

 Continuing  Loan Origination Manuals

 Loan Operations Manuals

 Disclosure Forms

 General Disclosure Requirements

 Disclosures must be made clearly and conspicu-
ously in writing, in a form that the customer may
keep. The terms “finance charge” and “annual per-
centage rate,” when required to be disclosed with a
corresponding amount or percentage rate, must be
more conspicuous than any other required disclo-
sure. (For exceptions, see footnotes to Sections
226.5(a) and 226.17(a).)

 Continuing

 (Timing of disclosures
depends upon the spe-
cific type of transaction
disclosed)

 Disclosure Statement

 Loan Origination Manuals

 Disclosure Forms
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GENERAL REQUIREMENTS

Applicable to Both Closed-End and Open-End Extensions of Credit

 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

 Right of Rescission

 In a credit transaction in which a security interest
is or will be retained or acquired in a consumer’s
principal dwelling, any consumer with an owner-
ship interest has the right to rescind (cancel) the
transaction until midnight of the third business day
following the latest of:

1.  consummation of a closed-end transaction
(Section 226.23(a)) or the opening of a credit
plan for an open-end transaction (or one of
the other triggering events described in Sec-
tion 226.15(a) including extending credit un-
der the plan, adding or increasing a security
interest in an existing plan, or increasing the
credit limit on the plan);

2.  delivery of all the material disclosures; or

3.  delivery of the required rescission notice.

 Ensure that each person with the right to cancel a
credit transaction is given two copies of the re-
scission notice and that no funds are disbursed
until the rescission period has expired.

 Sections 226.15 (open end) and 226.23 (closed
end) include the content requirements for rescis-
sion notices that the creditor must deliver, the
manner in which the right may be exercised, the
effect of rescission, and the consumer’s waiver of
the right to rescind.

 The consumer has the
right to rescind within the
3 business day period
described to the left.

 If the required notice and
material disclosures are
not delivered, the con-
sumer has the right to
rescind until the first of
one of the following oc-
curs:

• three years after (a)
the occurrence giv-
ing rise to the right
of rescission (for
open-end credit) or
(b) consummation
(for closed-end
credit)

• transfer of all of the
consumer’s interest
in the property; or

• the property is sold.

 

 Notice of Right of
Rescission

 Loan Origination Manuals

 Loan Operations Manuals
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GENERAL REQUIREMENTS

Applicable to Both Closed-End and Open-End Extensions of Credit

 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

 Advertising

 Ensure that credit advertisements, including those
found on or in newspapers, radio, television, In-
ternet, brochures, and billboards comply with
Sections 226.16 (open end) and 226.24 (closed
end), and:

1.  state only those terms arranged or offered by
the creditor (no “bait” advertising);

2.  include all required disclosures when
“triggering terms” are present; and

3.  follow requirements for catalogs and multiple-
page advertisements.

 Continuing  Marketing Materials

 Internet Web Sites

 Record Retention

 Retain evidence of compliance with the regulation
for two years after the date disclosures are re-
quired to be made or action is required to be
taken. Retain only enough information to recon-
struct the required disclosures or other records.

 Two years after required
disclosures are given or
action is performed

 Loan Operations Manuals

 Record Retention Guidelines

 Retain sufficient information
via paper copies, microfiche,
computer programs, or any
other method that repro-
duces records accurately.

 Training

 Provide initial and ongoing training to employees
involved in the origination, processing or market-
ing of consumer credit as well as to any other per-
sonnel who may be involved in various functions
that relate to consumer credit or residential real
estate transactions.

 Continuing  Training Materials
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GENERAL REQUIREMENTS

Applicable to Both Closed-End and Open-End Extensions of Credit

 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

 Updating

 Update policies, procedures, loan origination and
operation manuals, and disclosure forms as nec-
essary to reflect changes in the TILA and/or
Regulation Z as well as changes in the hardware
and/or software used to generate disclosures. En-
sure effective notification and distribution of up-
dated information.

 Continuing  All affected documentation

 Internal Review

 Conduct an internal review or audit at least annu-
ally to assess compliance with the regulation and
conformity of an institution’s practices with its poli-
cies and procedures. Correct errors detected
during the review or audit.

 Annual (or sooner)  Internal Review
Procedures/Reports

 Audit Procedures/Reports

 Review may include some or
all documentation
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 REQUIREMENTS THAT APPLY TO OPEN-END CREDIT

 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

 Identification of “Open-End Credit”

 Consumer credit extended by a creditor under a
plan in which:

1.  the creditor reasonably contemplates re-
peated transactions;

2.  the creditor may impose a finance charge from
time to time on an outstanding unpaid bal-
ance; and

3.  the amount of credit extended to the con-
sumer during the term of the plan is generally
made available to the extent that any out-
standing balance is repaid.

 Continuing

 

 Loan Origination Manuals

 Loan Operations Manuals

 Early Disclosures Required in Connection with
Credit or Charge Card Applications

 The following items must be disclosed on or with
an application or solicitation to open a credit or
charge card account (in the form and manner de-
scribed in Section 226.5a):

1. Annual Percentage Rate (APR);

2. Fees for issuance or availability;

3. Minimum finance charge;

4. Transaction charges;

5. Grace period;

6. Balance-computation method;

7. Statement on charge card payments;

8. Cash-advance fee;

 If by direct-mail: disclose
all 10 items on or with
application or solicitation
mailed to customers

 If by telephone: orally
disclose items 1-7
(Alternatively, later writ-
ten disclosures of all 10
items may be given in
some circumstances)

 If made available to the
general public (e.g. in a
catalog or magazine):
provide disclosures in a
manner permitted by
Section 226.5a(e)

 Early Disclosure Statement

 Loan Origination Manuals

 Loan Operations Manuals
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 REQUIREMENTS THAT APPLY TO OPEN-END CREDIT

 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

9.  Late-payment fee; and

10.  Over-the-limit fee.

Early Disclosures Required in Connection with
Home-Equity Plan Applications

The following disclosures, as applicable, must be
provided in connection with open-end credit plans
secured by the consumer’s dwelling (in the form
and manner described in Section 226.5b):

1.  Statement about retention of disclosures;

2.  Conditions for disclosed terms;

3.  Security interest and risk to home;

4.  Possible actions by creditor;

5.  Payment terms;

6.  APR;

7.  Fees imposed by creditor;

8.  Fees imposed by third parties to open plan;

9.  Negative amortization;

10.  Transaction requirements;

11.  Tax implications; and

12.  Disclosures for variable-rate plans.

 In addition, the “home equity brochure” published
by the Federal Reserve Board (or suitable substi-
tute) must be provided.

 Provide disclosures and
brochure at same time
that an application is
given to the consumer.

 Disclosures and bro-
chure may be mailed or
delivered not later than
3 business days follow-
ing receipt of a con-
sumer’s application.

 Early Disclosure Statement

 Loan Origination Manuals

 Loan Operations Manuals
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 REQUIREMENTS THAT APPLY TO OPEN-END CREDIT

 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

 Note the various limitations and other requirements
imposed on home equity plans as reflected in Sec-
tion 226.5b(f),(g), and (h).

 Initial Disclosures

 The following disclosures must be delivered before
the consumer becomes obligated under an open-
end credit plan:

1. Finance charge:

• When finance charges begin to ac-
crue;

• Periodic rates and corresponding
APR;

• Method used to determine the bal-
ance; and

• How finance charge determined.

2. Other charges;

3. Security interests acquired by creditor;

4. Statement of billing rights; and

5. Home-equity plan information. (see Section
226.6(e) for details).

 Furnish before the first
transaction is made un-
der the plan.

 Initial Disclosure Statement

 Loan Origination Manuals

 Periodic Statements

 Periodic statements must contain the following in-
formation, as applicable:

1.  Previous balance;

2. Identification of transactions (in accordance
with Section 226.8);

 Mail or deliver for each
billing cycle involving an
account that has a debit
or credit balance of
more than $1 or on
which a finance charge
has been imposed.

 

 Periodic Statement

 Loan Operations Manuals
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 REQUIREMENTS THAT APPLY TO OPEN-END CREDIT

 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

3. Credits (including amount and date);

4.  Periodic rates to compute finance charges;

5.  Balance used to compute finance charge;

6.  Amount of finance charge;

7.  APR;

8.  Other charges;

9.  Closing date of billing cycle; new balance;

10.  Free ride period; and

11.  Address for notice of billing errors.

 

 Must be mailed or deliv-
ered at least 14 days
prior to any date or the
end of any time period
required to be disclosed
on the periodic state-
ment in order for the
consumer to avoid an
additional finance
charge.
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 REQUIREMENTS THAT APPLY TO OPEN-END CREDIT

 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

 Subsequent Disclosures

 Subsequent disclosures are required in connection
with the following:

1. Statement of billing rights;

2. Adding certain supplemental credit devices
and other features to the account;

3. Certain changes in terms;

4. Renewal of credit or charge card when fees
imposed for renewal; or;

5. Change in credit card account insurance pro-
vider.

See Section 226.9 for details concerning the con-
tent and timing of the disclosures

1. Billing rights state-
ment: annually or
on each periodic
statement

2. Supplemental fea-
tures: provide no-
tice prior to
consumer’s use of
the feature

3. Change in terms:
generally, 15 days
before date of
change

4. Renewal of credit
card: 30 days or
one billing cycle,
whichever is less

5. Change in credit
card insurance pro-
vider: prescribed
notices must be
provided (i) not less
than 30 days before
the change and (ii)
no later than 30
days after the
change (See
Section 226.9(f))

 Disclosure Statements or
Notices (as appropriate)

 Loan Operations Manuals

 Prompt Crediting of Payment

 Ensure that payments to the consumer’s account
are credited as of the day of receipt.

Credit payment as of
day of receipt, except
when delay in crediting
does not result in fi-
nance or other change.

 Loan Operations Manuals

 Accounting Guidelines
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 REQUIREMENTS THAT APPLY TO OPEN-END CREDIT

 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

 Liability of Cardholder for Unauthorized Use and
Other Special Credit Card Provisions

A cardholder’s liability for unauthorized use of a
credit card may not exceed the lesser of $50 or the
amount of money, property, labor, or services ob-
tained by the unauthorized use before notification
to the card issuer under Section 226.12 (b)(3).

 Note also special credit card rules contained in
Section 226.12 relating to:

1. Right of cardholder to assert claims or de-
fenses against card issuer;

2. Prompt crediting of refunds; and

3. Discount, tie-in arrangements.

 Liability up to $50 im-
posed before notification
to card issuer

Written notice to card-
holder considered given
at time of receipt or at
expiration of time ordi-
narily required for
transmission, whichever
is earlier.

 Loan Operations Manuals

 Billing Error Resolution

Ensure that billing error resolution procedures are
correctly applied, as described in Section 226.13.
Note in particular:

1. Definition of “billing error”;

2. Explanation of “billing-error notice”;

3. Time period for resolution;

4. Rules pending resolution;

5. Procedures if billing error occurred as as-
serted;

6. Procedures if different or no billing error oc-
curred;

7. Creditor’s rights and duties after resolution;
and

8. Relation to Electronic Fund Transfer Act and
Regulation E.

 Note various time
frames in Section
226.13 for handling
claims of billing errors

 Periodic Statement

 Billing-Error Notice

Written Acknowledgment to
Consumer

 Notification and/or Explana-
tion to Consumer

 Loan Operations Manuals

Credit Reporting Information
Guidelines
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 REQUIREMENTS THAT APPLY TO CLOSED-END CREDIT

 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

 Identification of “Closed-End Credit”

 Consumer credit other than “open-end credit” as
defined above and in Section 226.2(a)(20).

 Continuing  Loan Origination Manuals

 Loan Operations Manuals

General Disclosure Requirements

Ensure that the following terms are disclosed in
connection with closed-end transactions as de-
scribed in Section 226.18:

1. Identity of creditor;

2. Amount financed;

3. Itemization of amount financed;

4. Finance charge;

5. APR;

6. Variable rate information, when necessary;

7. Payment schedule;

8. Total of Payments;

9. Demand feature, when applicable;

10. Total sale price, when applicable;

11. Prepayment information;

12. Late payment information;

13. Security interest information;

14. Insurance, debt cancellation information;

15. Certain security interest charges;

Disclosures must be
made prior to consum-
mation

In residential mortgage
transactions subject to
RESPA, good faith esti-
mates of disclosures
must be made within 3
business days after re-
ceipt of a written applica-
tion. (Note that
redisclosure may be re-
quired at consummation
if APR varies by more
than a certain percent-
age.)

Disclosure Statement

Loan Origination Manuals



 

Truth in Lending Act

Office of Thrift Supervision September 1999 Laws/Regulations-15

 REQUIREMENTS THAT APPLY TO CLOSED-END CREDIT

 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

16. Contract reference;

17. Assumption policy; and

18. Required deposit information.

See also Section 226.17 ( c) and (d) concerning:

∗ The basis of disclosures and use of estimates.

∗ Transactions involving multiple creditors or
consumers.

 Early Disclosures for Certain Variable-Rate
Transactions

 In cases where the APR may increase after con-
summation in a transaction secured by the con-
sumer’s principal dwelling with a term greater than
one year, Section 226.19 requires that the follow-
ing disclosures be provided:

1. Consumer Handbook on Adjustable Rate
Mortgages published by the FRB and the
Federal Home Loan Bank Board, or a
suitable substitute.

2. Loan program disclosure for each
variable rate program of interest to the
consumer, containing the information
described in Section 226.19(b)(2).

 Give disclosures when
an application form is
provided or prior to the
payment of a nonrefund-
able fee by the con-
sumer, whichever is
earlier.

 When an application is
submitted by telephone
or though an
agent/broker, the disclo-
sures may be put in the
mail not later than 3
business days after re-
ceipt of the application.

 Early Disclosure Statement

 Loan Origination Manuals

 Subsequent Disclosure Requirements

 Ensure that appropriate disclosures, as described
in Section 226.20 are made for:

1. “Refinancings” – when an existing
obligation subject to Subpart C of
Regulation Z is satisfied and replaced by
a new obligation undertaken by the same
consumer. (See Section 226.20 (a)
requiring new disclosures upon a

 Refinancings — provide
disclosures in a time
frame equivalent to that
of a new transaction.

 Assumptions — provide
new disclosures prior to
the assumption.

Variable rate
disclosures—

 Disclosure Statements

 Loan Origination Manuals

 Loan Operations Manuals
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 REQUIREMENTS THAT APPLY TO CLOSED-END CREDIT

 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

refinancing) and

2. “Assumptions” – when a creditor
expressly agrees to accept a subsequent
consumer as a primary obligor on an
existing residential mortgage transaction.
(See Section 226.20 (b) requiring new
disclosures based on the remaining
obligation)

 Ensure that required disclosures are provided
when adjusting the interest rate in a variable rate
transaction subject to Section 226.19(b), in the
manner prescribed by Section 226.20 (c).

1. At least annually
when payment
unchanged

2. At least 25 but not
more than 120 days
before a payment at
a new level is due
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COVERAGE CONSIDERATIONS UNDER REGULATION Z

REGULATON Z APPLIES

Regulation Z does not apply, except for the rules of issuance of and
unauthorized use liability for credit cards. (Exempt credit includes
loans with a business or agricultural purpose, and certain student loans.
Credit extended to acquire or improve rental property that is not owner-
occupied is considered business purpose credit.)

Regulation Z does not apply. (Credit that is extended to a land trust is
deemed to be credit extended to a customer.)

Regulation Z does not apply, but may apply
later if the loan is refinanced for $25,000 or
less. If the principal dwelling is taken as
collateral after consummation rescission rights
will apply and, in the case of open-end credit,
billing disclosures and other provisions of
Regulation Z will apply.

The institution is not a “creditor” and Regulation Z does not apply unless
at least one of the following tests is met:
   (1) The institution extends consumer credit regularly and
        (a) The obligation is initially payable to the institution and
        (b) The obligation is either payable by written agreement in more
              than four installments or is subject to a finance charge.
   (2) The institution is a card issuer that extends closed-end credit
         that is subject to a finance charge or is payable by written
         agreement in more than four installments.
   (3) The institution is not the card issuer, but it imposes a finance
         charge at the time of honoring a credit card.
(NOTE: All persons, including noncreditors, must comply with the
advertising provisions of Regulation Z.)

             Is the
           amount
    financed or credit
       limit $25,000
            or less?

Is the
purpose

of the credit for
personal, family

or household
use?

         Is the
     consumer
 credit extended
           to a
     customer?

               Is the
           consumer
       credit extended
                by a
             creditor?

                  Is
              the loan
          or credit plan
        secured by real
     property or by the
          consumer’s
            principal
            dwelling?

No

No

No

No No

Yes

 Yes

 Yes

Yes
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FINANCE  CHARGE = DOLLAR COST OF CONSUMER CREDIT: It includes any charge payable directly or indirectly

by the consumer and imposed directly or indirectly by the creditor as a condition or incident to the extension of credit.

 CHARGES

    NEVER

 INCLUDED

  Late fees

  Seller’s points

Participation or membership
fees (Open-end Credit)

Discount offered by seller to
induce payment by cash or

other means not
 involving the use of a

credit card

Overdraft fees not agreed
to in writing by the

institution

Interest forfeited as a result
of interest reduction

required by law

 Charges payable in
    a cash transaction

Charges absorbed by the
creditor as a cost of doing

business

CHARGES INCLUDED

  UNLESS CONDITIONS

            ARE MET

  CHARGES

   ALWAYS

  INCLUDED

Appraisal and credit report fees

Appraisal and credit report
fees

 Interest

Transaction fees

Loan origination fees
Consumer points

Credit guarantee
insurance premiums

Discounts for inducing
payment by a means

other than credit

Charges imposed on the
creditor for purchasing the
loan, which are passed on

to the consumer

Premiums for credit life, A&H, or loss
of income insurance

Premiums for property or liability insurance

Premiums for vendor’s single
interest (VSI)

Insurance not required, disclosures are made
and consumer authorizes

Consumer selects insurance company
and disclosures are made

Fees for title insurance, title
examination, property

survey, etc.

Security interest charges, (filing fees),
insurance in lieu of filing fees and

certain notary fees  Notary fees

Fees for preparing loan
documents, mortgages
and other settlement

Amounts required to be
paid into escrow, if not

otherwise included in the
finance charge

Insurer waives all right of subrogation,
consumer selects insurance company and

disclosures are made

The fee is for lien purposes, prescribed by
payable to a public official and is aggregated law,

and disclosed

    CONDITIONS TO BE EXCLUDED

     FROM THE FINANCE CHARGE
(Any loan)

    CHARGES NOT

        INCLUDED

(Residential mortgage
transactions and loans
secured by real estate)

 Mortgage broker

Pre-consummation flood
and pest inspection fees

Other examples: Fee for
preparing TILA

disclosure; real estate
construction loan

inspection fees; fees or
post-consummation tax
or flood service  policy;

required credit life
insurance charges

Debt cancellation fees Coverage not required, disclosures are made
and consumer authorizes

Application fees, if charged to all applicants, are
 not finance charges.  Application fees may

 include appraisal or credit report fees.

Use of the third party is not required to obtain loan
and creditor does not retain the charge

  Charges imposed by third parties

Charges imposed by third party
settlement agents

 Creditor does not require and does not retain the
fee for the particular service
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Closed-End Credit: Finance Charge Accuracy Tolerances

The finance charge shall be
considered accurate if it is
not more than $5 above or
below the exact finance
charge in a transaction in-
volving an amount financed
or $1,000 or less, or not
more than $10 above or
low the exact finance charge
in a transaction involving an
amount financed or more
than $1,000.

NO

Finance charge
tolerance is $35.

An overstated
finance charge
is not considered
a violation.

*   See USC 1602(aa)
    and 12 CFR 226.32d

Finance charge tolerance is 1% of the
loan amount or $100, whichever is
greater.

An overstated finance charge is not
considered a violation.

Finance charge
tolerance is one-
half of 1% of the
loan amount or
$100, whichever is
greater.

An overstated
finance charge
is not considered
a violation.

YES

Finance charge
tolerance is $200 for
understatements.

An overstated
finance charge
is not considered
a violation.

Finance charge
tolerance is $100 for
understatements.

An overstated
finance charge
is not considered
a violation.

NO

Did the
 transaction
   originate
    before
   9/30/95?

Is
         this a
    closed-end
    credit TILA
  claim asserting
      rescission
         rights?

Is the
     transaction
 secured by real
      estate or a
       dwelling?

Does
          the
    refinancing
     involve a
  consolidation
      or new
     advance?

NO

YES

YES

YES

NO

NO

NO

NO

Is the
 transaction
 a high-cost
   mortgage
     loan?*

         Is the
     transaction
    a refinancing?

          Is the
       rescission
  claim a defense
   to foreclosure
         action?

YES

YES
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Is the disclosed FC less $10
greater than the correct FC?

Is the loan secured by real
estate or a dwelling:

Closed-End Credit: Accuracy Tolerances
for Overstated Finance Charges

Is the amount financed
greater than $1,000?

Is the disclosed FC less $5
greater than the correct FC?

No violationNo violation FC Violation

NO YES

NO YES

NO YES NO YES

FC Violation

No violation
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Closed-End Credit: Accuracy and Reimbursement Tolerances
                               For Overstated APRs

   Is this a “regular” loan?
(12 CFR 226, footnote 46)

YESNO

YESNO NOYES

 No violation

     Is the disclosed APR less one-quarter of 1
percentage point greater than the correct APR?

   Is the loan secured by real estate or a dwelling?

  APR Violation

      Is the disclosed APR less one-eighth of 1
percentage point greater than the correct APR?

YESNO

Is the finance charge overstated?

  APR Violation

YESNO

YES      NO

 No violation  APR Violation

 Is the amount financed minus the present value of payments at the disclosed
APR equal to or less than the amount by which the finance charge is

overstated?
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Closed-End Credit: Accuracy and Reimbursement Tolerances
                             for UnderstatedAPRs

  Is the loan a regular loan?

   Is the disclosed APR plus one-quarter of 1
  percentage point less than the correct APR?

   Is the disclosed APR plus one-quarter of 1
  percentage point less than the correct APR?

YESNO

YESNONO

   No violation

 Is the loan secured by real estate or a dwelling?

YESNO

Is the finance charge understated by more than:
•   $100   if the loan originated on or after 9/30/95?
•   $200   if the loan origniated before 9/30/95? APR Violation

 APR Violation

YESNO

 Is the present value of payments at the disclosed APR
  minus the amount financed equal to or less than the
  amount by which the finance charge is understated?

NO YES

   No violation    APR Violation

   Is the loan term greater than 10 years?

  Is the loan a “regular” loan?

NO YES

   Is the disclosed APR plus one-quarter of 1
  percentage point less than the correct APR?

   Is the disclosed APR plus one-eighth of 1
  percentage point less than the correct APR?

YESNO
         No reimbursement

 Subject to reimbursement

YES NO

NO YES

YES
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Timing of Certain Disclosures On Residential Real Estate Secured Loans*

Covers:
1. Truth in Lending Act (TILA) - Regulation Z
2. Real Estate Settlement Procedure Act (RESPA) - Regulation X

Timing
TILA

12 CFR 226
RESPA

24 CFR 3500

At or before referral Affiliated business arrangement dis-
closure (3500.15).

At or before application Home equity line of credit booklet and
disclosure (226.5b).

Adjustable rate booklet and disclosure
(226.19b).

Within three days of appli-
cation TILA disclosure (including APR and fi-

nance charge) (226.19a).
Special information booklet (3500.6)
Good faith estimate (3500.7).
Required providers (3500.7).
Initial transfer of servicing disclosure
(3500.21).

Three days before clos-
ing/consummation Section 32 disclosures (226.32)

Reverse mortgage disclosures (226.33)
One day before clos-
ing/consummation Right to inspect HUD-1 or HUD-1A

(3500.10).

At closing/consummation TILA disclosure (226.18) HUD-1 or HUD-1A (3500.8)

Rescission notice (226.23) Initial escrow account statement
(within 45 days of closing) (3500.17).

*Taken from Advance Notice of Proposed Rulemaking on Improvement of Disclosure under RESPA and
 TILA (61 FR 69055).
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 Real Estate Settlement Procedures Act  (Regulation X)

 Executive Summary:

 The Real Estate Settlement Procedures Act (RESPA), as implemented by Regulation X
(24 CFR 3500), is designed to ensure that consumers are provided with timely and accu-
rate information regarding the nature and costs associated with residential real estate
transactions. The other primary purpose of RESPA is to prohibit abusive practices such as
kickbacks, referral fees, and excessive escrow requirements which might add to the cost
of settlement. RESPA applies to all “federally related mortgage loans,” which includes any
loan made by a federally insured financial institution secured by a first or subordinate lien
on residential real property (including a refinance of such a loan) upon which there is lo-
cated or placed a structure designed for one to four family occupancy (including individual
units of condominiums or cooperatives). Limited exemptions to RESPA coverage are set
forth in Regulation X.

 In addition to the standard information and documentation that must be provided during
the application and settlement stages of a mortgage loan transaction, RESPA requires
that lenders furnish detailed disclosures concerning the transfer, sale, or assignment of
mortgage servicing rights. The lender must also provide certain disclosures for mortgage
escrow accounts at closing and annually thereafter, itemizing the charges to be paid by
the borrower and the funds disbursed or to be disbursed from the account by the servicer.
Detailed rules imposed by RESPA and Regulation X regulate the management of escrow
accounts and reveal when affiliated business arrangements will not constitute a violation
of the Section 8 prohibitions against kickbacks and unearned fees.

 The specific disclosures and other documentation that the lender is required by RESPA to
provide to consumers include the following: (i) the Servicing Disclosure Statement
(concerning the lender’s right to assign, sell or transfer the loan); (ii) a copy of the Special
Information Booklet on settlement costs; (iii) a copy of the Good Faith Estimate of Settle-
ment Costs; (iv) an Affiliated Business Arrangement Disclosure Statement, where applica-
ble; (v) the HUD-1 or HUD-1A Settlement Statement; (vi) an Initial Escrow Account Notice,
where applicable; (vii) Annual Escrow Statements, where applicable; and (viii) Notice of
Transfer of Servicing, where applicable. The specific content of these documents and the
prescribed time periods for their delivery to consumers and the retention by the lender is
set forth in Regulation X.

 Business Areas Impacted:

• Residential Lending Units

• Credit Application Processing/Underwriting

• Credit Operations

• Customer Service
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 Highlights:

 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

 Policy/Procedures

 Adopt policy and comprehensive procedures for
implementing RESPA and Regulation X, including
explanation of the coverage of the regulation, ex-
emptions, disclosure requirements, Section 8 pro-
hibitions, and other relevant requirements.

 Continuing  Policy Statement

 Written Procedures

Coverage

RESPA applies to “federally-related mortgage
loans,” which includes any loan:

• made by a lender whose deposits are insured
by the Federal government;

• secured by a first or subordinate lien on resi-
dential real property (including a refinance of
such a loan);

• secured by property designed principally for
occupancy of from one to four families; and

• located in a state.

Note: An installment sales contract, land contract
or contract for deed may also constitute a feder-
ally related mortgage loan.

Exemptions:

• Loan secured by 25 acres or more (even if it
has a residential structure);

• Business purpose loans (excluding loans to
persons involving residential rental property):

• Temporary financing such as construction
loans without permanent end financing or not
involving the transfer of title to land (note ex-
ceptions);

• Bridge loans or swing loans;
• Loan secured by vacant land unless a struc-

ture is constructed or placed on the property
using loan proceeds;

• Assumptions without lender approval;
• Conversion of a federally related mortgage

loan to different terms where no new note re-

 Continuing

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Loan Origination Manuals
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 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

quired; and

• Secondary market transactions (not including
“table funded” transactions).

 

 Special Information Booklet

 Provide loan applicants with the HUD Special In-
formation Booklet describing the nature and costs
of settlement services.

 Note: If a borrower uses a mortgage broker, the
mortgage broker must provide the booklet and the
lender need not do so.

 In the case of open end credit plan (home equity
lines of credit) subject to Regulation Z, a lender
can provide brochure entitled “When Your Home
is on the Line: What You Should Know About
Home Equity Lines of Credit” instead of the book-
let.

 No booklet required for:

1. refinancing transactions;

2. closed-end subordinate lien loans;

3. reverse mortgages; and

4. any other mortgage loan not involving a 1-4
family residential purchase.

 Provide within 3 busi-
ness days after receipt of
the application.

 If the application is de-
nied within the 3 day pe-
riod, the booklet need
not be given.

 HUD Special Information
Booklet

 Loan Origination Manuals
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 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

 Good Faith Estimate

 Provide loan applicants with Good Faith Estimate
(GFE) of the amount or range of charges for the
specific settlement services the borrower is likely
to incur in connection with the settlement. This
document should be prepared in accordance with
the regulatory requirements.

 If lender requires use of a particular provider of a
settlement service and requires borrower to pay
any portion of the costs, the GFE must provide
additional information as provided in the regula-
tion.

 Mortgage brokers and dealer loans:

• If mortgage broker is not an exclusive agent
of lender, broker provides GFE and lender
verifies compliance.

• If broker is an exclusive agent, either lender
or broker may provide GFE.

• In the case of dealer loans, lender must pro-
vide GFE, either directly or by the dealer.

 For open-end lines of credit (home equity plans)
covered under Regulation Z, no GFE need be
given if disclosures required by 12 CFR 226.5b
are provided to borrower.

 Provide within 3 busi-
ness days after receipt of
the application.

 If the application is de-
nied within the 3 day pe-
riod, the GFE need not
be given.

 Good Faith Estimate (a sug-
gested format is set forth in
Appendix C of Regulation X)

 Loan Origination Manuals

 Mortgage Broker Agreement

 Affiliated Business Arrangement

 In the case of “affiliated business arrangements,”
the person making the referral must provide a
written disclosure to each person whose business
is referred at the time of referral or the time of ap-
plication (if the lender requires use of a particular
provider). This disclosure must be provided on a
separate sheet of paper. The disclosure is de-
signed to (i) specify the relationship between the
parties giving and receiving the referral and (ii)
describe the estimated charges generally made
by the provider of settlement services.

 Disclosure is given no
later than the time of re-
ferral or the time of ap-
plication (if the provider
is required by the
lender).

 Affiliated Business Arrange-
ment Disclosure Statement
(in the format set forth in Ap-
pendix D of Regulation X)

 Loan Origination Manuals
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 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

 [An “affiliated business arrangement” is an ar-
rangement in which: (1) a person who is in a posi-
tion to refer settlement business has either an
affiliate relationship with or an ownership interest
of more than one percent in a provider of settle-
ment services and (2) such person refers busi-
ness to that provider or affirmatively influences the
selection of that provider.]

 Directing Use of Title Company

 If a lender holds legal title to property being sold,
the lender as seller may not directly or indirectly
require the borrower to purchase title insurance
from any particular title company as condition for
selling the property.

 Continuing Loan Operations Manuals

 HUD-1 / HUD-1A Settlement Statement

 A HUD-1 or HUD-1A (if no seller involved) Settle-
ment Statement must be used in every settlement
involving a federally-related mortgage loan, item-
izing all charges imposed on borrower and seller
by the lender. The HUD-1 or HUD-1A must be
completed in accordance with the instructions set
forth in Appendix A of Regulation X.

 The use of the HUD-1 or HUD-1A is exempted for
open-end lines of credit (home equity plans) cov-
ered by the Truth in Lending Act and Regulation
Z.

 Borrower must be per-
mitted to inspect the
completed HUD-1 or
HUD-1A one day prior to
closing.

 HUD-1 or HUD-1A must
be delivered to borrower
at or before settlement—
in limited circumstances,
it may be mailed/ deliv-
ered as soon as practi-
cable after settlement.

 HUD-1 or HUD-1A Settle-
ment Statement (Appendix A
to Regulation X contains in-
structions for completing
HUD-1 and HUD-1A Settle-
ment Statements along with
samples of each.)

 Loan Origination Manuals

  



 

Real Estate Settlement Procedures Act

30-Laws/Regulations September 1999 Office of Thrift Supervision

 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

 Escrow Accounts

 When a borrower is required to make payments
into an escrow account to pay taxes, insurance
premiums, or other charges with respect to a fed-
erally related mortgage loan, the lender must:

• Provide an Initial Escrow Statement (may be
included in HUD-1 or HUD-1A). (See Section
3500.17(g) and (h) for required information
and format.)

• Provide an Annual Escrow Statement. (See
Section 3500.17(i) and (j) for required infor-
mation and format.)

• Follow limits on amounts which may be re-
quired to be paid into escrow.

• Conduct escrow account analysis at closing
and end of computation year to determine
payments into escrow.

• Shortages/Deficiencies/Surpluses
a. If escrow analysis reveals a short-

age or a deficiency, choose one of
options provided in Section
3500.17(f).

b. Notify borrower at least annually of
shortage or deficiency in the escrow
account. The notice may be part of
the annual escrow account state-
ment or it may be a separate docu-
ment.

c. If escrow analysis reveals surplus,
provide refund to borrower.

• Ensure that all payments from escrow ac-
counts are made in a timely manner

• Adhere to aggregate accounting method
(except “pre-rule accounts”).

Note that Section 3500.17 sets out detailed re-
quirements for establishing and maintaining es-
crow accounts, including acceptable accounting
methods that may be utilized.

Initial Escrow Statement:
within 45 days of closing.

Annual Escrow State-
ment: within 30 days af-
ter end of account
computation year.

Escrow Account Analy-
sis:

• at closing to deter-
mine amount to be
deposited into es-
crow account;

• at completion of ac-
count computation
year to set monthly
escrow payment for
the next year.

Notification of shortage
in account: at least an-
nually

Surplus revealed by es-
crow analysis: refund
within 30 days from date
revealed by escrow
analysis.

Disbursement date of
escrow proceeds: Dis-
burse in installments if
that option is offered, in-
stead of lump sum an-
nual disbursements. (But
if a discount is offered for
annual disbursements, it
is the servicer’s choice.)
In any event, disburse in
time to avoid a penalty.

Initial Escrow Statement (or
HUD-1 or HUD-1A)

Annual Escrow Statement

Notification of escrow ac-
count shortage

Loan Origination Manuals

Loan Operations Manuals

Escrow Account Manage-
ment Software
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 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

Servicing Disclosure Statement

Provide loan applicants with a Servicing Disclo-
sure Statement which explains the process of
transferring servicing rights in the form described
in Section 3500.21. Obtain signed acknowledg-
ment of the applicant.

Provide at the time the ap-
plication is submitted or
within 3 business days.

If application is denied
within 3 business days,
no notice need be given.

Loan Servicing Disclosure
Statement (See the format
set forth in Appendix MS-1 to
Regulation X.)

Loan Origination Manuals

Servicing Transfer Notice

If servicing is assigned, sold or transferred, both
the transferor and transferee servicers must pro-
vide either separate notices or a combined notice
of the transfer to the borrower in the manner set
forth in the regulation.

An extended notice period is allowed where the
transfer of servicing is preceded by:

a. termination of the loan servicing contract for
cause;

b. commencement of proceedings for
bankruptcy of the servicer; or

c. FDIC proceedings for conservatorship or re-
ceivership of the servicer.

Special provisions apply in connection with the
transfer of servicing, relating to:

1. Treatment of loan payments during transfer
period;

2. Handling of borrower inquiries (if inquiry is a
“qualified written request”); and

3.  Protection of credit rating.

Transferor notice —
deliver at least 15 days
before the transfer date.
Transferee notice —
deliver no later than 15
days after transfer date.
Combined notice —
deliver at least 15 days
before the transfer date.
Extended notice period —
delivery of notice not more
than 30 days after transfer.
Loan payments during
transfer period:  No late
fees if transferor receives
payment during 60 day pe-
riod following transfer of
loan servicing.
Response to inquiries:
• Acknowledge request

within 20 business
days.

Resolve errors and notify
within 60 business days.
Protection of Credit
Rating — do not provide
adverse information on
disputed payments to
credit bureaus during the
60 day period.

Servicing Transfer Notice(s)

Written response acknowl-
edging receipt of qualified
written request from bor-
rower

Loan Operation Manuals

Servicing Transfer Agree-
ments

Credit Reporting Information
Guidelines
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 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

Kickbacks and Unearned Fees

Ensure that the prohibition against kickbacks and
unearned fees with regard to settlement services
is accurately reflected in the policy statement and
is adhered to by all personnel involved in the
origination and/or processing federally-related
mortgage loans.

• No referral fees.
• No splitting charges except for actual

services performed.

(See Section 3500.14)

Note regulatory exemptions for:

1. Fees, salaries, or other consideration as de-
scribed in the regulation.

2. “Affiliated Business Arrangements” (defined in
Section 3 of RESPA) if three specific condi-
tions are met:

(i) Separate written disclosure using the
format in Appendix D specifying the
nature of the relationship and
estimating charges for the referral;

(ii) No requirement to use any particular
provider (except that a lender may
chose the attorney, credit reporting
agency, and/or real estate appraiser);

(iii)  The only thing of value received other
than payments for services actually
rendered is a return on an ownership
or franchise relationship.

(See Section 3500.15)

Continuing Loan Origination Manuals

Loan Operations Manuals

Affiliated Business
Arrangement Disclosure
Statement
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 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

No Fee

No fee can be charged by a lender for preparing
the HUD-1 or HUD-1A Settlement Statement, es-
crow account statements, or required Truth-in-
Lending disclosures.

Continuing Loan Origination Manuals

Record Retention

Retain copy of completed HUD-1 or HUD-1A and
related documents.

Retain documents provided pursuant to Section
3500.14 (Prohibition Against Kickbacks and Un-
earned Fees).

Retain documents provided pursuant to Section
3500.15 (Affiliated Business Arrangements).

Retain records reflecting the handling of each bor-
rower’s escrow account.

Retain the applicant’s acknowledgment of the
Servicing Disclosure Statement as part of the loan
file for every settled loan.

Although not specified in the regulation, mainte-
nance of other notices and disclosures such as
the Servicing Transfer Notice and the Good Faith
Estimate is recommended.

Five years after settle-
ment.

Five years from the date
of execution.

Five years after the date
of execution.

Five years after servicer
last serviced the escrow
accounts.

Five years after the date
of the settlement.

Five year period.

HUD-1, related documents

Section 3500.14 documen-
tation

Affiliated Business Arrange-
ments documentation

Escrow account
documentation

Signed Acknowledgment

Record Retention Guidelines

Training

Provide training to employees involved in the
origination or processing of federally related mort-
gage loans or whose duties are otherwise im-
pacted by the requirements of RESPA and
Regulation X.

Continuing Loan Origination Manuals

Loan Operations Manuals
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 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

Updating

Update policies, procedures, disclosures, and no-
tices as necessary to reflect changes in the regu-
lation or changes in equipment or internal
operations/ processes as appropriate. Ensure ef-
fective communication and distribution of updated
notices and disclosures.

Continuing All affected documentation

Internal Review

Conduct an internal review at least annually to as-
sess compliance with the regulation and confor-
mity of an institution’s practices with its policies
and procedures.

Annual (or sooner) Internal Review
Procedures/Reports
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RESPA Summary Requirements by Transaction

Disclosure

 44 Required

 NA Not required

 Transaction

 EARLY
 T-I-L∗∗

 GOOD FAITH
ESTIMATE w/

SERVICE
PROVIDER

INFO. ∗∗

 SPECIAL
INFO. BOOK-

LET∗∗

 SERVICING
DISCLOSURE

∗∗ (1)

 HUD-1 OR 1A  AFFILIATED
BUSINESS

ARR.

 Home Equity
• Open End  NA  NA(2)  NA(2)  NA  NA  4

• Closed End 4(3) 4 4(3) 4 4  4

 Purchase
• Mobile home attached to real

estate for primary home 4 4 4 4 4 4

• Mobile home not attached to real
estate for primary home  NA  NA  NA  NA  NA  NA

 Construction
• Of primary home with permanent

end financing 4 4 4 4 4 4

• Of primary home with no perma-
nent financing  NA  NA  NA  NA  NA  NA

• With purchase of land involving
transfer of title  4  4  4  4  4  4

Home Improvement (Closed
End)  NA  4  NA  4  4  4
 Purchase Money
• Primary Home  4  4  4  4  4  4

• Rental Property-individual pur-
pose

NA 4 4 4 4  4

• Vacation/second home NA 4 4 4 4  4

 Refinance
• Of primary home at original

lender—no additional funds ad-
vanced

NA 4 NA 4 4 4

• Of primary home at different
lender or additional funds ad-
vanced

 NA  4  NA  4  4  4

• Of rental property—individual
purpose

NA  4 NA  4  4  4

• Of vacation/second home NA  4 NA  4  4  4

When Disclosure Must be
Presented

at or within 3 business days of application available one day prior
to, and given at closing

at application or
time of referral

                                                       

∗ Not required if loan application is denied within 3-day period.
1 Applies only if the mortgage loan is secured by a first lien.
2 Use of the Reg Z equity line of credit disclosures, if provided, can be substituted for these disclosures.
3 Applies only if the loan proceeds will be used for the acquisition or initial construction of borrower’s primary dwelling (purchase money).
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Timing of Certain Disclosures On Residential Real Estate Secured Loans*

Covers:
1. Truth in Lending Act (TILA) - Regulation Z
2. Real Estate Settlement Procedure Act (RESPA) - Regulation X

Timing
TILA

12 CFR 226
RESPA

24 CFR 3500

At or before referral Affiliated business arrangement dis-
closure (3500.15).

At or before application Home equity line of credit booklet and
disclosure (226.5b).

Adjustable rate booklet and disclosure
(226.19b).

Within three days of appli-
cation TILA disclosure (including APR and fi-

nance charge) (226.19a).
Special information booklet (3500.6)
Good faith estimate (3500.7).
Required providers (3500.7).
Initial transfer of servicing disclosure
(3500.21).

Three days before clos-
ing/consummation Section 32 disclosures (226.32)

Reverse mortgage disclosures (226.33)
One day before clos-
ing/consummation Right to inspect HUD-1 or HUD-1A

(3500.10).

At closing/consummation TILA disclosure (226.18) HUD-1 or HUD-1A (3500.8)

Rescission notice (226.23) Initial escrow account statement
(within 45 days of closing) (3500.17).

*Taken from Advance Notice of Proposed Rulemaking on Improvement of Disclosure under RESPA and
 TILA (61 FR 69055).
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Home Mortgage Disclosure Act  (Regulation C)

Executive Summary:

The Home Mortgage Disclosure Act (HMDA), as implemented by Regulation C, requires
financial institutions to compile and disclose data about home purchase and home im-
provement loans that they originate or purchase during each calendar year, as well as
applications for such loans. Data concerning the refinancing of such home purchase and
home improvement loans must also be reported. HMDA currently applies to financial in-
stitutions that have a home or branch office in a metropolitan statistical area (MSA) and
that have assets of more than a specified dollar amount set by regulation.

Financial institutions must collect and report the following information in an automated,
machine-readable format: (1) certain details about each application or loan; (2) geo-
graphic data about the dwelling to which the application or loan relates; and (3) the race
or national origin, sex, and gross annual income of the applicant or borrower. Each insti-
tution subject to HMDA must submit the required data in an OTS approved, automated
format that conforms with the HMDA Loan/Application Register (LAR) to OTS by March 1
following the calendar year to which the loan data relate and must make its HMDA - LAR
data (in modified form) available to the public upon request.

The data generated by HMDA - LARs is used: (a) to help determine whether financial in-
stitutions are serving the housing credit needs of their communities; (b) to aid government
officials in distributing federal funds so as to attract private investment to areas where it is
needed; and (c) to assist in identifying possible discriminatory lending patterns. The Fed-
eral Financial Institutions Examination Council (FFIEC) prepares disclosure statements
based on the HMDA - LAR data revealing lending patterns for each institution categorized
by location, age of housing stock, income level, sex, and racial characteristics. Institutions
must make disclosure statements available to the public in the manner prescribed by the
regulation. The FFIEC also combines HMDA data submitted by all reporting institutions
and produces aggregate tables for each MSA. Aggregate tables and individual disclosure
statements are publicly available at central data depositories located within each MSA.

The FFIEC publishes A Guide to HMDA Reporting: Getting It Right! (Guide) to assist in-
stitutions in complying with HMDA and Regulation C. It is written to address the needs of
management and persons responsible for preparing the HMDA Report. Since the FFIEC
updates the Guide periodically, the institution should verify that it has the most current
edition.

Business Areas Impacted:

• Residential Lending Units

• Residential Credit Application Processing

• Data Processing
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Highlights:

REQUIREMENTS/RECOMMENDATIONS TIME FRAME DOCUMENT, RECORD OR
REPORT

General Coverage

Determine whether the savings association (and/or
any of its mortgage subsidiaries, if applicable) is
subject to the requirements of HMDA/Regulation C.

Institutions are exempt from reporting requirements
for a given year if on the preceding December 31:

1. The institution did not have a home or branch
office in an MSA; or

2. The institution’s total assets were at or below
the asset threshold. (1998 threshold = $29 mil-
lion)

HMDA data need not be reported in a given year if
the institution made no first-lien home purchase
loans (or refinancings thereof) on one-to-four-family
dwellings in the preceding calendar year.

Continuing Policy Statement

Policy/Procedures

Adopt a policy for implementing HMDA and Regula-
tion C. Ensure that comprehensive procedures are
in place for collecting and maintaining accurate data
of covered loans and applications. Update policies,
procedures, and relevant loan manuals as neces-
sary.

Continuing Policy Statement

Written Procedures

Merger, Acquisition, Recharter

Ensure that HMDA reporting procedures are re-
viewed and revised, as appropriate, in the event that
a merger or acquisition takes place or an institution
is rechartered.

Act promptly upon
merger, acquisition, or
recharter

HMDA Reporting
Procedures
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REQUIREMENTS/RECOMMENDATIONS TIME FRAME DOCUMENT, RECORD OR
REPORT

Collection of Data

Compile data on applications for, and originations
and purchases of, home-purchase and home- im-
provement loans (including refinancings of both) for
each calendar year. Include the following items:

1. Loan or application number and date of appli-
cation received.

2. Type and purpose of loan.

3. Owner-occupancy status of the property.

4. Amount of loan or application.

5. Type of action taken and the date.

6. Location of property by MSA, state, county, and
census tract, if the institution has a home or
branch office in that MSA.

7. Race or national origin and sex of the applicant
or borrower, and the gross annual income re-
lied upon in processing the application.

8. Type of entity purchasing a loan that the institu-
tion originates or purchases and then sells
within the same calendar year.

9. Reason(s) for denial of a loan application.

The required information must be retained on a
loan/application register (LAR) in the format pre-
scribed by Appendix A to Regulation C.

Continuing

All transactions must
be recorded on the
HMDA - LAR not more
than 30 calendar days
following the calendar
quarter in which final
action is taken.

HMDA Reporting
Procedures

Loan Origination
Manuals

Loan Application Register
(LAR) used to record data.
(See Appendix A to Regu-
lation C)



 

Home Mortgage Disclosure Act

40-Laws/Regulations September 1999 Office of Thrift Supervision

REQUIREMENTS/RECOMMENDATIONS TIME FRAME DOCUMENT, RECORD OR
REPORT

Data on Race or National Origin, Sex and Income

Information on the race or national origin and sex of
the applicant or borrower must be collected in the
manner prescribed by Appendix B to Regulation C.
If the applicant chooses not to provide this data, the
lender must note the information based on visual
observation or surname, to the extent possible.

Race or national origin, sex, and income data may,
but need not be collected for purchased loans.

Continuing HMDA Reporting
Procedures

Loan Origination
Manual

Standard form used to
obtain this data
(See Appendix B to Regu-
lation C)

Excluded Data

The following information should not be reported:

1. loans made or purchased in a fiduciary
capacity;

2. loans on unimproved land;

3. temporary financing (e.g. bridge or construction
loans);

4. the purchase of an interest in a pool of loans
(e.g. mortgage participation certificates); or

5. The purchase solely of loan servicing rights.

Continuing HMDA Reporting
Procedures

Loan Origination Manuals
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REQUIREMENTS/RECOMMENDATIONS TIME FRAME DOCUMENT, RECORD OR
REPORT

Data Reporting for Certain Institutions

Institutions that have assets of $250 million or more
or that are part of a holding company structure that
has $1 billion or more in banking and thrift assets as
of December 31 for each of the preceding two
years, must also report the location of property
located outside the MSAs in which the institution has
a home or branch office, or outside any MSAs.

Continuing HMDA Reporting
Procedures

Loan Origination
Manual

Reporting Requirements

Submit the completed HMDA - LAR to OTS by
March 1 following the calendar year for which the
loan data is compiled.

Retain a copy for the institution’s records.

March 1 submission
date (covering the
prior year’s data)

Retain copy for at least
3 years.

HMDA Reporting
Procedures

Written Procedures

HMDA - LAR (submitted
to OTS in prescribed
electronic format)

Modified Loan/Application Register

HMDA-LAR must be made available to the public
upon request after modifying it to protect the privacy
interests of applicants and borrowers by deleting:
(1) application or loan number; (2) date application
received; and (3) date of action taken.

Institutions are strongly encouraged to make the
modified LAR available in census tract order, if
possible.

A modified register need only reflect data relating to
the MSA for which the request is made.

Make modified LAR
available no later than
March 31 for requests
on or before March 1
(following the year to
which the data re-
lates), and within 30
days for requests
made after March 1.

The modified LAR
must be available to
the public for a 3 year
period.

HMDA Reporting
Procedures

Modified HMDA - LAR
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REQUIREMENTS/RECOMMENDATIONS TIME FRAME DOCUMENT, RECORD OR
REPORT

Disclosure Statements

The disclosure statement is comprised of a series of
tables prepared by the FFIEC based on the
institution’s HMDA - LAR.

The institution must make the statement available to
the public for inspection and copying at its home of-
fice within 3 business days of receipt from the
FFIEC.

The institution must also either:

a) make the statement available in at least one of-
fice in each additional MSA where it has
offices within 10 business days of receipt from
the FFIEC or

b) post the address for sending written requests
for the statement in the lobby of each branch
office in an MSA where it has offices, and mail
or deliver a copy of the statement within 15 cal-
endar days of receipt of a written request.

Home Office – within 3
business days of
receipt.

Offices in other MSAs–
within 10 business
days after receipt

Written Requests –
within 15 calendar
days from receipt of
request.

The disclosure
statement must be
available to the public
for a 5-year period.

Disclosure Statement
(prepared by FFIEC)

Lobby Notice

The institution must post a general notice about the
availability of its HMDA data in the lobby of its home
office and of each branch office located in an MSA.
Suggested text for the notice can be found at
Appendix A to Regulation C.

Continuing Lobby Poster (See Appen-
dix A to Regulation C for
suggested text)

Training

Provide training to employees whose duties are
impacted by the requirements of the regulation.

Continuing Training documentation
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REQUIREMENTS/RECOMMENDATIONS TIME FRAME DOCUMENT, RECORD OR
REPORT

Monitoring and Internal Review

Periodically monitor the collection of data for the
HMDA - LAR to ensure that affected mortgage
applications and loans are being properly recorded
within the prescribed time frames.

Conduct an internal review at least annually to
assess overall compliance with the regulation and
conformity of the institution’s practices with its
policies and procedures.

Continuing Internal Review
Procedures/Reports
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1 For depository institutions, a
branch office is an office ap-
proved as a branch by a supervi-
sory agency (except that a branch
office of a credit union is any of-
fice where member accounts are
established or loans are made,
whether or not the office has
been approved as a branch by a
federal or state agency). A
branch office does not include
offices of affiliates or other third
parties such as loan brokers, or
other offices where loan applica-
tions are merely taken; nor does
it include ATMs or other elec-
tronic terminals.

Is the institution a bank,
credit union, or savings
association?

On the preceding Decem-
ber 31, did the assets of
the institution total more
than the current limit.

On the preceding Decem-
ber 31, did the institution
have a home or branch
office1  in an MSA?

See next
page

It is exempt

It is exempt

In the preceding calendar
year, did the institution
originate at least one
home purchase loan or re-
financing of a home pur-
chase loan secured by a
first lien on a one-to-four
family dwelling?

Is the institution federally
insured or regulated; was
the mortgage loan insured;
guaranteed, or supple-
mented by a federal
agency; or was the loan
intended for sale to Fannie
Mae or Freddie Mac?

It is exempt

HMDA Applies to Loan
Originations, Purchases,
and Applications in the
Current Calendar Year

It is exempt

NO

YES

NO

YES

NO

YES

NO

YES

NO

YES

Coverage
Criteria
for Depository
Institutions
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2 For other mortgage lending in-
stitutions, a branch office is any
office of the institution that takes
applications from the public for
home purchase or home im-
provement loans. It does not in-
clude offices of affiliates or other
third parties such as loan bro-
kers.

Coverage
Criteria
for Other
Mortgage
Lending Institu-
tions

Is the lender a for-profit
institution?

In the preceding calendar
year, did the institution’s
home purchase loan origi-
nations (including refi-
nancings of home
purchase loans) equal or
exceed 10 percent of its
total loan originations,
measured in dollars?

Did the institution either:
(1) have a home or branch
office2 in an MSA on the
preceding December 31,
or (2) receive applications
for, originate, or purchase
5 or more home purchase
or home improvement
loans on property located
in an MSA in the preced-
ing calendar year?

It is exempt

It is exempt

It is exempt

Did the institution either:
(1) have assets (when
combined with the assets
of any parent corporation)
exceeding $10 million on
the preceding December
31, or (2) originate 100 or
more home purchase
loans (including refinanc-
ings of home purchase
loans) in the preceding
calendar year?

It is exempt

NO

NO

NO

NO

YES

YES

YES

HMDA Applies to Loan
Originations, Purchases,
and Applications in the
Current Calendar Year

YES
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National Flood Insurance Act

Executive Summary:

The National Flood Insurance Act of 1968, as amended, (Act) requires the federal banking
agencies to adopt regulations relating to flood insurance. The National Flood Insurance
Reform Act of 1994 revised many provisions of the Act in order to increase compliance
with the flood insurance requirements and to increase participation in the National Flood
Insurance Program (NFIP).

The Act and OTS implementing regulations (12 CFR Part 572) require flood insurance for
the term of the loan on buildings or mobile homes when: (1) the institution makes, in-
creases, extends, or renews any loan secured by a building or a mobile home and any
personal property; (2) the property securing the loan is or will be located in a Standard
Flood Hazard Area (SFHA); and, (3) the community participates in the NFIP.

The mandatory purchase requirements apply to refinancing of an existing loan and to
home equity loans. The mandatory purchase requirements do not apply to loans on state-
owned property covered under an adequate policy of self-insurance satisfactory to the Di-
rector or FEMA, or to loans with an original principal balance of $5,000 or less and having
an original repayment term of one year or less.

The amount of flood insurance required must be at least equal to the outstanding principal
balance of the loan, or the maximum amount available under the NFIP, whichever is less.
Flood insurance coverage is limited to the overall value of the property securing the loan
minus the value of the land on which the property is located. Flood insurance is required
for any personal property securing a loan that is also secured by real property located in a
SFHA, but is not required for personal property if it does not secure the loan.

The Act and regulations require an institution to: (1) provide a written notice to the bor-
rower and servicer; (2) identify the servicer of the loan; (3) use a standard flood hazard
determination form; (4) escrow flood insurance premiums in certain circumstances; and
(5) “force-place” insurance for the borrower when necessary.

Business Areas Impacted:

• Residential and Commercial Lending Units

• Credit Application Processing

• Credit Operations

• Asset Quality Management

• Risk Management

• Internal Controls Management
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Highlights

 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

Policy/Procedures

Adopt a policy for implementing the Act and OTS
regulations. Maintain written procedures to ensure
compliance with laws and regulations.

Continuing Policy Statement

Written Procedures

Flood Zone Determinations

If a loan is secured by a building or a mobile home,
determine whether the secured property is or will be
located in a special flood hazard area (SFHA).

If the property is located in a SFHA, determine if
the community in which the property is located
participates in the National Flood Insurance
Program (NFIP).

Ensure that flood zone determinations are
accurately prepared on the Standard Flood Hazard
Determination Form (SFHDF).

A copy of the completed form must be retained. An
institution may rely on a previous determination only
if the original determination was recorded on the
SFHDF within the previous 7 years and there were
no map revisions or updates affecting the property
since the original determination was made.

Determine prior to
making, increasing,
extending or renew-
ing any loan

Retain SFHDF for as
long as the institution
owns the loan

Policy Statement
Appraisal Reports
FEMA Flood Maps
Underwriting Guidelines

FEMA Purchase Guidelines

Standard Flood Hazard
Determination Form

SFHDF

Purchase Requirements

Ensure that sufficient flood insurance is purchased
on a loan secured by a building or mobile home that
is or will be located in a SFHA in a community par-
ticipating in the NFIP.

Maintain sufficient insurance coverage for the life of
the loan.

The amount of insurance coverage must be at least
equal to the outstanding principal balance of the

Prior to loan closing

Continuing

Prior to loan closing;
continuing

Underwriting Guidelines

Underwriting Guidelines

Loan Documents
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 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

loan or the maximum limit of coverage available
through the NFIP, whichever is less.

Notice to Borrower and Servicer

If the property securing the loan is or will be located
in a SFHA, provide a written notice to the borrower
and the servicer that contains the following informa-
tion:

1.  A warning that the building or mobile home is or
will be located in a SFHA;

2.  A description of the flood insurance purchase
requirements;

3.  A statement indicating whether flood insurance
coverage is available under the NFIP and may
also be available from private insurers; and

4.  A statement indicating whether Federal disaster
relief assistance may be available in the event of
damage to the building or mobile home, caused
by flooding in a Federally declared disaster.

The notice must be provided regardless of whether
the property is located in a participating or non-
participating community. In a transaction involving
multiple borrowers, the notice can be provided to any
one of the borrowers, but an institution may provide
multiple notices if it chooses. Appendix A to the OTS
implementing regulations contains a sample notice.

An institution may rely on assurances from a seller or
lessor that the seller or lessor has provided the req-
uisite notice to the purchaser or lessee.

Within a reasonable
time before comple-
tion of the transaction
(borrower); as
promptly as practica-
ble after notice to the
borrower (servicer)

“Reasonable time” is
not defined, but a
borrower should re-
ceive a timely notice
to ensure that the
borrower has the op-
portunity to become
aware of his or her
responsibilities under
the NFIP and can
purchase flood in-
surance before com-
pletion of the loan
transaction.

Copy of Notice

Escrowing Flood Insurance Premiums

If the institution escrows for charges in connection
with a loan secured by residential improved real es-
tate or a mobile home, ensure that it also escrows for
all premiums and fees for any required flood insur-

Loans made, in-
creased, extended or
renewed after
10/1/96; continuing

Underwriting Guidelines
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ance.

The escrow requirement applies to all loans secured
by residential improved real estate. In addition, how-
ever, the escrow account itself must comply with the
requirements of Section 10 of RESPA if it is estab-
lished for a “federally related mortgage loan,” which
is, generally, a loan on one- to-four-family dwellings.

If an institution makes a loan on the purchase of a
condominium over which a “Residential Condomin-
ium Building Association Policy” is in place and the
premiums are paid by dues to the condominium as-
sociation, the escrow requirement is satisfied.

If escrow accounts for other purposes are estab-
lished at the voluntary request of the borrower, the
institution is not required to establish escrow ac-
counts for flood insurance premiums.

Forced Placement of Flood Insurance

An institution must purchase, or “force place” flood
insurance if at any time during the life of the loan it
determines that:

1.  The property securing the loan is located in a
SFHA;

2.  The community in which the property is located
participates in the NFIP;

3.  Flood insurance coverage is inadequate or does
not exist; and

4.  The borrower fails to purchase flood insurance
in the appropriate amount within 45 days after
notification.

Purchase flood insurance in an amount equal to the
difference between the present amount of coverage
and the lesser of the outstanding principal balance or
the maximum coverage limit available under NFIP.

Life of loan;
continuing

Underwriting Guidelines

FEMA’s Flood Maps

Underwriting Guidelines



National Flood Insurance Act

Office of Thrift Supervision September 1999 Laws/Regulations-51
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An institution is responsible for ensuring that when
flood insurance is required at loan origination, the
borrower renews the flood insurance policy for as
long as flood insurance is required. If a borrower al-
lows a policy to lapse, the institution or its servicer is
required to commence force placement procedures.

OTS regulations do not require an institution to
monitor flood maps or make flood hazard determina-
tions at any time other than when making, increasing,
extending or renewing a loan. Nonetheless, institu-
tions that are significantly exposed to flood insurance
risks should include provisions in their policies and
procedures relating to periodic reviews of flood in-
surance coverage or reviews of flood remappings.

Life of loan;
continuing

FEMA Flood Maps

Fees and Charges

An institution may charge the borrower a reasonable
fee for the costs associated with determining whether
a building or mobile home is or will be located in a
SFHA. If a loan is sold or transferred, the fee may be
charged to the purchaser or transferee.

Ensure that the fee is only charged when:

1.  The borrower initiates the making, increasing,
extending, or renewing of a loan;

2.  FEMA revises or updates floodplain areas or
risk zones;

3.  FEMA’s publishes a notice that affects the area
in which the loan is located or may reasonably
require a flood hazard determination; or

4.  The determination results in the purchase of
flood insurance under the forced placement pro-
vision.

Continuing Loan Documents

Underwriting Guidelines
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Examples of determination fees may include a rea-
sonable fee for the costs of an initial flood hazard
determination, for monitoring the flood hazard status
of property during the life of the loan to make deter-
minations on an ongoing basis, and for remappings
(even if the property is found not to be in a SFHA).

Special Situations

Table funded loans, condominiums, mixed-use prop-
erties, and mobile homes create special situations
with respect to complying with flood insurance re-
quirements. OTS regulations and Interagency Ques-
tions and Answers deal with these special situations
in detail.

Continuing Underwriting Guidelines

Loan Documents

Training

Offer training sessions for employees on current
flood insurance requirements.

As Needed Basis Training Documents

Update

Update and revise Flood Insurance Policies and
Procedures to ensure consistency with the Act and
OTS regulations.

As Needed Basis FEMA Purchase Guidelines

Internal Review

Conduct an internal review at least annually to as-
sess compliance with the Act and OTS regulations
and conformity of the institution’s practices with its
policies and procedures.

Continuing Internal Review

Procedures/Reports
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Flood Insurance Coverage Limits

The National Flood Insurance Reform Act of 1994 increased the maximum amounts of flood in-
surance available under the NFIP. The current amounts are shown below. Most communities par-
ticipate in the regular program. A few communities are in the emergency program. Refer to
FEMA’s Flood Hazard Boundary Maps to locate the participating program of a community. Special
limits apply in Alaska, Hawaii, Guam and the Virgin Islands.

Building Coverage Emergency Program Regular Program
Single-family dwelling $ 35,000 $250,000
2 - 4 family dwelling $ 35,000 $250,000
Other residential $100,000 $250,000
Nonresidential $100,000 $500,000

Contents Coverage

Residential $ 10,000 $100,000

Nonresidential $100,000 $500,000
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TRIGGER POINTS DURING LIFE OF LOAN

SALE OF LOAN
SELLER

NOTIFIES
FEMA WITHIN

60 DAYS
OF THE

CHANGE

NON-REGULATED
ENTITY

FREDDIE MAC
FANNIE MAE

REGULATED
LENDER

NO COMPLIANCE
REQUIREMENT

NO COMPLIANCE
REQUIREMENTS, FLOOD
ZONE DETERMINATION

NOT REQUIRED

COMPLY WITH FLOOD
GUIDELINES FOR
RESPECTIVE GSE

CHANGE OF
SERVICER

NOTIFICATION TO
FEMA WITHIN 60 DAYS

OF THE CHANGE

REVIEW CONTRACTUAL
AGREEMENTS WITH
NEW SERVICER TO

INSURE COMPLIANCE

MAP CHANGES
NO

REQUIREMENT
TO MONITOR
PORTFOLIO

IF LIFE OF LOAN
AGREEMENT PURCHASED,

PORTFOLIO WILL BE
MONITORED BY THE FZD

COMPANY

EXPIRED
POLICIES

FEMA INFORMS
LENDER VIA
EXPIRATION

NOTICE

KNOWLEDGE OF
UNINSURED

DESIGNATED
LOANS

UNDERINSURED
LOANS

FORCE
PLACEMENT

45-DAY NOTICE
REQUIREMENT TO

BORROWER

NO 30-DAY
WAITING PERIOD

MORTGAGE
PORTFOLIO

PROTECTION
PLAN

OTHER PRIVATE
INSURANCE



National Flood Insurance Act

Office of Thrift Supervision September 1999 Laws/Regulations-55

MANDATORY PURCHASE AT LOAN ORIGINATION

LOAN
ORIGINATION AND
TABLE FUNDING
ARRANGEMENT

FLOOD ZONE
DETERMINATION

REQUIRED USE OF
SFHD FORM

NO

NO FEDERAL
REQUIREMENT

FOR FLOOD
INSURANCE

FLOOD INSURANCE
CAN BE REQUIRED

AT LENDER
DISCRETION

PARTICIPATING
COMMUNITY?

IF YES,
FLOOD INSURANCE

IS REQUIRED

IF NO, FLOOD
 INSURANCE IS NOT

REQUIRED

YES

IS PROPERTY
IN SFHA?

DETERMINATION
CAN BE DONE BY

LENDER, SERVICER
OR FZD COMPANY

DETERMINATION
DISPUTES CAN
BE APPEALED

TO FEMA

DETERMINATION
CAN BE SINGLE OR

LIFE-OF-LOAN
PRODUCT

MUST BE JOINT
APPEAL BY LENDER

AND BORROWER

FEMA HAS 45
DAYS TO
RESPOND

FEES PASSED
THROUGH TO
BORROWER

REASONABLE
TIME

CONSIDERED
TO BE 10

DAYS

SAME FORM CAN
BE USED FOR

SERVICER AND
BORROWER

NOTIFICATION TO
BORROWER IF
PROPERTY IS

LOCATED IN SFHA

ESCROW FLOOD
PAYMENTS REQUIRED

IF ESCROWING FOR
OTHER PURPOSES

LOAN CLOSING WITH
PROOF OF FLOOD

INSURANCE
PROVIDED BY
BORROWER
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Equal Credit Opportunity Act  (Regulation B)

 Executive Summary:

 The Equal Credit Opportunity Act (ECOA), as implemented by Regulation B (12 CFR
202), promotes the availability of credit to all creditworthy applicants without regard to
race, color, religion, national origin, sex, marital status, or age. It also protects against
discrimination based on an applicant’s participation in a public assistance program or an
applicant’s exercise of any right under the Consumer Credit Protection Act. The regulation
imposes certain requirements on creditors to notify applicants of action taken on their ap-
plications and to collect information about an applicant’s race, sex, marital status and age
in connection with applications for certain dwelling-related loans. In addition, creditors
must adhere to other prescribed rules including those related to taking and evaluating ap-
plications, providing appraisal reports, reporting credit histories, and retaining records.
Regulation B does not, however, prevent a creditor from considering any pertinent infor-
mation necessary to evaluate the creditworthiness of an applicant. Moreover, the regula-
tion includes a section stipulating that information generated by self-tests voluntarily
conducted by an institution to determine its compliance with the ECOA and Regulation B
is considered privileged, as provided therein. Please note that the ECOA, the Fair Hous-
ing Act, and OTS’s Nondiscrimination Regulations should be read together in order to fully
understand the scope of a thrift’s fair lending obligations.

 Business Areas Impacted:

• Retail, Residential and Commercial Lending Units

• Credit Application Processing

• Credit Underwriting

• Appraisal of Real Estate

• Credit Product Marketing

• Credit Information Reporting

• Credit Operations

• Customer Service
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Highlights:

 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  WRITTEN DOCUMENT OR
RECORD

 Policies/Procedures

 Adopt a policy for implementing the ECOA and
Regulation B and creating an internal environment
that does not tolerate discrimination in any aspect
of the credit transaction process (i.e. soliciting,
taking, evaluating, and acting on credit applica-
tions).  Maintain written procedures to ensure
compliance by persons involved in all phases of
the credit transaction process.

 Continuing  Policy Statement

 Written Procedures

No Discrimination on a Prohibited Basis

Ensure that employees of the institution do not
discriminate against an applicant on a prohibited
basis regarding any aspect of a credit transaction.
Prohibited bases include: race, color, religion,
marital status, age, the receipt of public assis-
tance, or the exercise of rights under the Con-
sumer Credit Protection Act.

 During any aspect of the
credit application or
transaction process.

 Application/Intake Process-
ing Guidelines

 Underwriting Guidelines

 Application Forms
(See Appendix B of
Regulation B)

No Discouraging of Applications

Ensure that employees of the institution do not
discourage applicants or prospective applicants
on a prohibited basis from making or pursuing an
application.

 In connection with
advertising or otherwise,
including taking applica-
tions.

 Application/Intake Process-
ing Guidelines

 Marketing Guidelines

 Advertising Copy

 Loan Officer Scripts

Inquiries concerning a Spouse

Ensure that employees of the institution do not re-
quest any information concerning the spouse or
former spouse of an applicant except when the
spouse has rights of access to the account, is li-
able on the account or the applicant is relying on
spousal income, support or property as a basis for
repayment.

 During application
intake, processing,
underwriting or
decision-making.

 Application/Intake Process-
ing Guidelines

 Application Forms
(See Appendix B of
Regulation B)
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 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  WRITTEN DOCUMENT OR
RECORD

 Inquiries concerning Marital Status

 Ensure that employees of the institution do not in-
quire about the marital status of an applicant who
is applying for individual unsecured credit. For ap-
plicants residing in a community property state or
relying on property located in such a state, limit
applicant marital status information to the catego-
ries, “married,” “unmarried” and “separated.”

 During application intake,
processing,
underwriting or
decision-making.

 Application/Intake
Processing Guidelines

 Application Forms
(See Appendix B of
Regulation B)

 

 

 Inquiries concerning Other Income

 Ensure that employees of the institution do not in-
quire whether income stated in an application is
derived from alimony, child support, or separate
maintenance payments unless applicant is given
choice as to whether such information is to be
considered in the creditor’s determination of cred-
itworthiness.

 During application
intake, processing,
underwriting or
decision-making.

 Application/Intake
Processing Guidelines

 Application Forms
(See Appendix B of
Regulation B)

 

 Inquiries concerning Applicant’s Sex

 Ensure that employees of the institution do not in-
quire about the sex of an applicant; however, an
applicant can be requested to designate a title
(such as Ms., Miss, Mr. or Mrs.), if the form dis-
closes that such a designation is optional.

 During application
intake, processing,
underwriting or
decision-making.

 Application/Intake
Processing Guidelines

 Application Forms
(See Appendix B of
Regulation B)

 Inquiries on Childbearing, Childrearing

 Ensure that employees of the institution do not in-
quire about child-bearing or rearing or about birth
control practices. Information about dependents
may be requested if sought from all applicants.

 During application intake,
processing, underwriting
or decision-making.

 Application/Intake
Processing Guidelines

 Application Forms
(See Appendix B of
Regulation B)

 Written Applications

 Written applications must be taken for credit re-
lated to the purchase or refinancing of a principal
residence secured by the residence. (Note: these
are the same types of credit covered by Section
202.13(a) for which monitoring information must

 Continuing  Application/Intake
Processing Guidelines

 Application Forms
(See Appendix B of
Regulation B)
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be collected)

 Rules on Use of Information

 Creditors are not permitted to take the following
into account when evaluating the creditworthiness
of applicants:

1.  Any prohibited basis, except as provided by
the ECOA and Regulation B;

2.  Age or receipt of public assistance (with ex-
ceptions noted in Section 202.6(b));

3.  Assumptions or statistics related to child-
bearing or childrearing; or

4.  Telephone listing in name of applicant.

Also note the following limits on the use of infor-
mation:

1.  Income - no discounting/exclusion of income
if derived from part-time employment, annuity,
pension, public assistance, alimony, or child
support.

2.  Credit history - consider accounts that the
applicant and applicant’s spouse use or on
which they are contractually liable. Also con-
sider information offered by applicants con-
cerning inaccuracies in their credit history.

3.  Immigrant status - may consider applicant’s
immigration status as it relates to
rights/remedies regarding repayment.

 Throughout credit deci-
sion-making process.

 Application/Intake
Processing Guidelines

 Underwriting Guidelines

 Application Forms
(See Appendix B of
Regulation B)

 Credit Scoring Systems: Use of Age

 Use of a credit scoring system that scores age as
a predictive variable is permissible only when it is
empirically derived and is demonstrably and sta-
tistically sound. The age of an elderly applicant
may not be assigned a negative factor or value.

 Applies when credit
scoring systems that
score age are utilized.

 Application/Intake
Processing Guidelines

 Underwriting Guidelines

 Scorecards, development
data and validation test re-
sults
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 Action on Open-End Accounts

 Creditors are restricted from terminating, changing
account terms, or requiring reapplications for
open-end accounts on the basis of changes of
age or retirement status. Reapplications may not
be required for a change of marital status (where
spouse had no liability and spousal income had
no impact on credit decision).

 Continuing
(Review of existing
open-end accounts)

 Credit Operations
Guidelines

 Spousal Signatures

 Creditors are restricted from requiring the signa-
ture of an applicant’s spouse or other person on
any credit instrument if the applicant qualifies for
the amount and terms of credit requested.

 Certain exceptions relating the creditor’s ability to
reach property to satisfy the debt upon default
may apply. (Section 202.7(d))

 Upon execution of credit
obligations

 Application/Intake Process-
ing Guidelines

 Security Agreements, Mort-
gages, and related instru-
ments

 Insurance

 Creditors may not refuse to extend credit and may
not terminate an account because credit life,
health, accident, disability, or other credit-related
insurance is not available based on the applicant’s
age.

 Continuing  Application/Intake Process-
ing Guidelines

 Credit Operations Guidelines

 Furnishing Credit Information

 Creditors furnishing credit information must abide
by requirements enabling separate tracking of
spouses and their individual and/or joint credit
histories.

 Whenever furnishing
credit information.

 Credit Information Reporting
Guidelines

 Credit Operations Guidelines

 Routine reports or other re-
sponses used to provide
credit information
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 Providing Appraisals

 Provide a copy of the appraisal report used in
connection with an application for credit to be se-
cured by a lien on a dwelling, either as a matter of
routine or upon written request of applicants who
have been notified in writing of their right to obtain
a copy.

 Generally within 30 days
of request. (Notice of
right to obtain appraisal
report to be given no
later than notice of action
taken.)

 Application/Intake Process-
ing Guidelines

 

 Notification of Action Taken

 Provide written notification of action taken on ap-
plications for credit that includes a statement of
specific reasons for the action (or disclosure of
right to obtain such reasons), name and address
of creditor, and name and address of creditor’s
federal  regulatory agency. The notification must
also contain a statement of the provisions of Sec-
tion 701(a) of the ECOA that is substantially simi-
lar to the language provided in Section 202.9(b).

 See also special provisions concerning:

1. Notification to business credit applicants
(Section 202.9(a)(3))

2. Incomplete applications (Section 202.9(c))

3. Applications submitted through third party
(Section 202.9(g))

 Within 30 days after
completed application or
within 30 days after tak-
ing adverse action on an
incomplete application.

 Within 30 days after tak-
ing adverse action of an
existing account.

 Within 90 days after no-
tifying the applicant of a
counteroffer if the appli-
cant does not expressly
accept or use the credit
offered.

 Application/Intake Process-
ing Guidelines

 Credit Operations Guidelines

 Notification Form (See Ap-
pendix B of Regulation B)
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 Monitoring Information

 In connection with applications for the purchase or
refinancing of a principal residence secured by
the residence, the credit application must request
information regarding the applicant(s) race or na-
tional origin, sex, marital status and age.

 If the applicant(s) chooses not to provide some or
all of the information, the creditor should note that
fact and, to the extent possible, should also note
the race and sex of the applicant(s) based on vis-
ual observation or surname.

 See also additional information that must be dis-
closed to applicants concerning the collection and
use of the monitoring information. (Section
202.13(c))

 

 During application intake.  Application/Intake Process-
ing Guidelines

 Application Form
(See Appendix B of
Regulation B)

 May involve separate form
referring to the Application

 

 Record Retention

 Preserve applications, monitoring information, in-
formation used in evaluating the application and
required notifications.

 Note variations in the record retention require-
ments for certain business-credit applications and
self-tests.

 Generally, 25 months
(12 months for business
credit) after date of no-
tice of action taken. (A
longer period applies if
an investigation or en-
forcement proceeding is
underway.)

 Record Retention Guidelines

 Application files

 All appropriate documenta-
tion, records to be retained

 

 Self-Testing

 Institutions have a legal privilege in information
developed as a result of self-tests that they vol-
untarily conduct to determine their compliance
with the ECOA and Regulation B. The privilege
applies only if the definition of “self-test” is met and
the creditor takes appropriate corrective actions
as described in Section 202.15.

 

 Continuing

 

 

 

 

 

 Self-Test Report and Results
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 Note that data or factual information that is avail-
able or can be derived from credit or application
files is not privileged. Moreover, data collection
required by law or any government authority is not
a voluntary self-test.

 The privilege may be lost under certain circum-
stances described in the regulation.

 

 Training

 Provide training to all employees involved in any
aspect of taking, evaluating, or acting on a credit
application or furnishing/maintaining credit infor-
mation. In addition, persons involved in marketing
and credit operations should receive appropriate
instruction relative to their responsibilities.

 All employees of the institution should compre-
hend the basic principles and core requirements
of the ECOA and related fair lending laws and
regulations.

 Continuing  Training documentation

 Monitoring, Internal Review, Audit

 Monitor the various phases of the credit applica-
tion process on an periodic basis, including taking
and evaluating applications, providing appraisal
reports, and reporting credit histories. This proc-
ess should focus on the institution’s compliance
with the substantive nondiscrimination require-
ments as well as its adherence to the technical
provisions of the ECOA and Regulation B.

 An internal or external audit should be conducted
at least annually to assess overall compliance with
the ECOA and Regulation B and to ensure that
the institution’s practices conform with its policies
and procedures.

 Continuing  Internal Review Proce-
dures/Reports

 Audit Procedures/Reports
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Fair Housing Act / OTS Nondiscrimination Regulations

 Executive Summary:

 The Fair Housing Act (FHA) is Title VIII of the Civil Rights Act of 1968, as amended (42
USC 3601 et seq.). Primary rule-making and enforcement authority for the FHA lies with
the Department of Housing and Urban Development (HUD). HUD regulations implement-
ing the FHA can be found at 24 CFR 100 et seq. The OTS’s Nondiscrimination Regula-
tions can be found at 12 CFR 528.1 et seq. and 12 CFR 528.9.

 The FHA regulates many practices relating to the financing, selling, renting, advertising,
brokering, and appraising of housing. It specifically includes provisions that make it un-
lawful for any lender to discriminate in the making or purchasing of residential real estate-
related homes based on race, color, religion, sex, handicap, familial status, or national
origin. This prohibition means that thrift institutions engaged in residential real estate
lending are subject to both the FHA and the Equal Credit Opportunity Act (ECOA) when
conducting such transactions. The FHA also prohibits discrimination in the sale or rental
of residential real estate owned by the institution. Recent amendments to HUD regulations
provide that information generated by self-tests voluntarily conducted by an institution to
determine its compliance with the FHA is considered privileged, as provided therein.

 Many of the provisions of the FHA and HUD’s implementing regulations are reflected in
the OTS’s Nondiscrimination Regulations. These regulations prohibit, among other things,
refusals to consider loan applications on the basis of the age or location of a dwelling, and
discrimination based on race, color, religion, sex, handicap, familial status or national ori-
gin, in fixing the amount, interest rate, duration, application procedures, collection or en-
forcement procedures, or other terms or conditions of housing related loans. OTS
regulated institutions must also ensure nondiscrimination in connection with its use of or
reliance on residential appraisals, underwriting standards, advertising/marketing services,
and internal employment practices.

 Note that the FHA, the ECOA, and OTS’s Nondiscrimination Regulations should be read
together in order to fully understand the scope of a thrift’s fair lending obligations.

 Business Areas Impacted:

• Residential Lending Units
• Residential Credit Application Processing
• Residential Credit Underwriting
• Credit Operations
• Appraisal of Residential Real Estate
• Mortgage Insurance
• Marketing of Residential Loan Products and Services
• Operation of Rental REO
• Customer Service
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 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

 Policy/Procedures

 Adopt a policy for implementing the FHA
(including applicable HUD regulations) and OTS’s
Nondiscrimination Regulations. Also ensure the
existence of an internal environment that does not
tolerate discrimination in any aspect of a residen-
tial real estate-related transaction. Maintain com-
prehensive written procedures to ensure
compliance with the FHA and OTS Nondiscrimi-
nation Regulations.

 Continuing  Policy Statement

 Written Procedures

 Nondiscrimination in Residential Lending

 Ensure that officers and staff of the institution do
not discriminate against any person in making or
setting the terms or conditions of any residential
real estate-related transaction on the basis of
race, color, religion, sex, handicap, familial status,
or national origin (the prohibited bases).

 (Note that use of the term “residential real estate-
related transaction” here means (1) the making or
purchasing of loans for the purchase, construc-
tion, improvement, repair or maintenance of a
dwelling secured by residential real estate or (2)
the selling, brokering, or appraising of a dwelling.)

 Continuing  All manuals related to resi-
dential lending

 Neighborhood Characteristics (Redining)

 Ensure that the institution does not reject a loan
on a dwelling due to a prohibited basis attributed
to a neighborhood by virtue of the characteristics
of that neighborhood.

 Continuing  All manuals related to resi-
dential lending

 Underwriting Guidelines

 Appraisal Guidelines

 Age or Location of Dwelling / Appraisals

 Ensure that the institution does not reject a loan
on a dwelling because of the age or location of
that dwelling when such a denial has the effect of
discriminating against persons on a prohibited ba-
sis.

 Continuing  All manuals related to resi-
dential lending

 Underwriting Guidelines

 Appraisal Guidelines
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 Do not rely on an appraisal of a dwelling that one
knows or reasonably should know is discrimina-
tory on the basis of the age or location of the
dwelling.

 Nondiscriminatory Underwriting Standards

 Ensure that the institution has clearly written, non-
discriminatory loan underwriting standards avail-
able to the public upon request, at each of its
offices.

 Continuing  All manuals related to resi-
dential lending

 Underwriting Guidelines

 Consideration of Joint Income

 Ensure that the institution considers without preju-
dice the combined income of joint applicants for a
loan or other service.

 Continuing  All manuals related to resi-
dential lending

 Underwriting Guidelines

Nondiscrimination in Sale/Rental of Housing

For institutions that manage and market residen-
tial real estate owned (REO), ensure that its offi-
cers, staff, agents, and representatives do not:

1.  Refuse to sell or rent housing after a bona
fide offer is made, or refuse to negotiate to
sell or rent, or otherwise make unavailable or
deny a dwelling to any person on a prohibited
basis.

2.  Discriminate on a prohibited basis with re-
spect to terms, conditions or privileges of sale
or rental of a dwelling.

3.  Make any oral or written statement or adver-
tisement with respect to a sale or rental of a
dwelling that indicates a preference, limita-
tion, or discrimination based on a prohibited
basis.

4.  Falsely represent that a dwelling is not avail-
able for inspection, sale or rental to any per-

Continuing All manuals related to
residential lending and the
marketing, appraising,
renting, and sale of REO
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son on a prohibited basis.

5.  Induce anyone to sell or rent a dwelling
based on representations concerning the en-
try or prospects of entry into a neighborhood
of persons based on a discriminatory basis.

 HUD Regulations

 Ensure the institution’s compliance with all HUD
regulations implementing the FHA and OTS Non-
discrimination Regulations relating to residential
real estate lending.

 The regulations forbid certain practices related to
residential lending when conducted on a prohib-
ited basis including, but not limited to, the follow-
ing:

• Failing or refusing to provide to any person
with information on the availability of loans or
other financial assistance, application re-
quirements, procedures or standards for the
review and approval of loans or financial as-
sistance, or providing information which is in-
accurate or different from that provided
others.

• Purchasing loans or other debts or securities
related to or secured by dwellings in certain
communities or neighborhoods but not oth-
ers.

• Applying different standards in pooling or
packaging loans or securities which relate to
or are secured by dwellings.

• Using different policies, practices, or proce-
dures in evaluating or determining creditwor-
thiness of any person in connection with
providing any loan for and/or secured by a
dwelling.

 Continuing

 

Appropriate manuals and
agreements related to resi-
dential lending and the pur-
chase and sale of residential
loans

Underwriting Guidelines
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• Applying different standards in determining
the type of loan to be provided or fixing the
amount, interest rate, duration, application
procedures, collection or enforcement proce-
dures or other terms or conditions of a resi-
dential real estate loan.

 Equal Housing Lending Poster

 Display Equal Housing Lender poster in the lobby
of each office in a manner that is readily apparent
to persons seeking loans. (For details on the
content and format of the poster, see Section
528.5)

 Continuing

 

 Equal Housing Lending
Poster

 Nondiscriminatory Advertising

 Ensure that the institution does not directly or indi-
rectly engage in any form of advertising that im-
plies or suggests a policy of discrimination or
exclusion in violation of the FHA or OTS Nondis-
crimination Regulations.

 Also ensure that advertisements, other than for
savings, include the appropriate logotype and leg-
end as indicated in Section 528.4.

 Continuing  Advertising/Marketing Mate-
rials

 Nondiscrimination in Employment

 Ensure that the institution’s policies, procedures,
and practices prohibit any form of employment
discrimination based on race, color, religion, sex,
or national origin, as described in Section 528.7.
Note other practices, laws, and regulations that
may give rise to employment discrimination are
referenced in Section 528.7.

 Continuing  Employment Policies

 Self-Testing

 Institutions have a legal privilege in information
developed as a result of self-tests that they vol-

 Continuing  Self-Test Report and Results
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untarily conduct to determine their compliance
with the FHA. The privilege applies only if the

 definition of “self test” is met and the creditor takes
appropriate corrective action as described in the
implementing regulations.

 Note that data or factual information that is avail-
able or can be derived from credit or application
files is not privileged. Moreover, data collection
required by law or any government authority is not
a voluntary self-test.

 The privilege may be lost under certain circum-
stances described in the regulation.

 Training

 Provide training to all employees involved in any
aspect of residential real estate, including the fi-
nancing, selling, renting, advertising, brokering,
and appraising of housing. All employees should
be provided with training on the basic principles
and core requirements of the FHA, along with the
other relevant fair lending laws and regulations.

 Continuing  Training documentation

 Monitoring, Internal Review, Audit

 Conduct periodic monitoring of the institution’s
compliance with the requirements of the FHA, as
well as other relevant fair lending laws and regu-
lations.

 An internal or external audit should be conducted
at least annually to assess overall compliance with
the FHA and to ensure that the institution’s prac-
tices conform with its policies and procedures.

 Continuing  Internal Review Reports

 Audit Reports
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Electronic Fund Transfer Act (Regulation E)

Executive Summary:

The Electronic Fund Transfer Act (EFTA), as implemented by Regulation E (12 CFR 205),
provides a basic framework establishing the rights, liabilities and responsibilities of par-
ticipants involved in electronic fund transfers to and from consumer asset accounts. The
term “electronic fund transfer” (EFT) generally refers to a transaction initiated through an
electronic terminal, telephone, computer, or magnetic tape that instructs a financial insti-
tution to either credit or debit a consumer’s asset account. Examples of asset accounts
include a consumer checking, savings, share, or money market account held by an insti-
tution and established by the consumer primarily for family, personal, or household pur-
poses. The types of transfers covered by the Act and Regulation include those initiated
through an automated teller machine (ATM), point-of-sale terminal, automated clearing-
house, telephone bill-payment plan, or home banking program.

The EFTA and Regulation E prescribe a variety of rules governing EFTs including restric-
tions on the unsolicited issuance of ATM cards and other access devices; disclosure of
terms and conditions of an EFT service; documentation of EFTs by means of terminal re-
ceipts and periodic account statements; limitations on consumer liability for unauthorized
transfers; procedures for error resolution; and certain rights related to preauthorized
EFTs. A recent interim rule amending Regulation E permits the electronic delivery of
those disclosures and other information required to be provided in writing by the institu-
tion, as long as the consumer agrees to such delivery by electronic means. Regulation E
does not affect certain types of transfers, including: (i) any transfer of funds originated by
check, draft or similar paper instrument; (ii) wire transfers through Fedwire or similar wire
transfer system; or (iii) any transfer of funds initiated by telephone communication be-
tween a customer and a financial institution making the transfer.

Business Areas Impacted:

• New Accounts

• Teller Operations

• Deposit Operations/Processing

• Marketing of Accounts

• Customer Service
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 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

Coverage

Regulation E applies to any electronic fund trans-
fer that authorizes a financial institution to debit or
credit a consumer’s account.

Understand the terminology used, including:

1.  Electronic fund transfer (EFT) - a transfer of
funds initiated through an electronic terminal,
telephone, magnetic tape or computer to in-
struct/authorize a financial institution to debit
or credit an account. The term includes point-
of-sale transfers; ATM transfers; direct de-
posits or withdrawals; telephone transfers;
and debit card transfers.

2.  Account - a demand deposit, savings, or
other consumer asset account established
primarily for personal, family, or household
purposes.

3.  Preauthorized electronic fund transfer - an
EFT authorized in advance to recur at sub-
stantially regular intervals.

4.  Access device - a card, code, or other means
of access to a consumer’s account, or any
combination thereof, that may be used by the
consumer to initiate electronic fund transfers.

Note that stored value cards are covered by
Regulation E when the transaction accesses a
consumer’s account, such as when value is
loaded onto the card from the consumer’s deposit
account through the use of an electronic terminal
or personal computer.

 Continuing  Policy Statement

 

 

 Written Procedures
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 Exclusions from Coverage

 The term EFT does not include:

• Checks;

• Check guarantee or authorization services;

• Wire transfers;

• Transfers primarily to purchase or sell regu-
lated securities or commodities;

• Automatic transfers by account-holding insti-
tutions;

• Non-recurring transfers initiated by a tele-
phone direction from the consumer to an em-
ployee of the institution; or

• Preauthorized transfers involving institutions
with total assets of $100 million or less.

 Continuing  Written Procedures

 Policy/Procedures

 Adopt a policy for implementing EFTA and Regu-
lation E. Ensure that comprehensive procedures
are in place covering the institution’s responsibili-
ties in connection with all electronic fund transfers.

 Continuing  Policy Statement

 Written Procedures

 Issuance of Access Devices

 Issue an access device only upon an oral or writ-
ten request or application, or as a substitute for or
renewal of an existing accepted access device.

 An unsolicited access devices may be distributed
if it is: (1) not validated, (2) accompanied by a
clear explanation that the device is not validated
and how the consumer may dispose of it if valida-
tion is not desired, (3) accompanied by appropri-
ate initial disclosures of the consumer’s rights and
liabilities if validated; and (4) validated only upon
the consumer’s oral or written request after veri-
fying the consumer’s identity.

 Continuing  Request or application (oral
or written)

 Explanation concerning vali-
dation of access device

 Initial Disclosures
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 Liability for Unauthorized Transfers

 Adhere to limitations on consumer liability for un-
authorized EFTs.

• Generally, consumers providing notice within
two business days after learning of the loss or
theft of an access device are liable for the
lesser of $50 or the amount of unauthorized
transfers occurring before the notice. If the
consumer fails to provide notice within the
two business days, liability cannot exceed
$500.

• Unauthorized EFTs appearing on periodic
statements must be reported within 60 days
of transmittal of the statement to avoid liability
for subsequent transfers. Liability for failing to
provide such notice is unlimited after the 60
day period. The institution must establish that
the unauthorized transfer would not have oc-
curred had the consumer notified the institu-
tion within the 60 day period.

 Continuing

 

 

 Consumer must provide
notice within 2 business
days of learning of the
loss or theft of access
device

 

 

 Consumers must report
unauthorized EFTs ap-
pearing on a periodic
statement within 60 days
of its transmittal.
(Extension of time may
be granted if delay is due
to extenuating circum-
stances)

Consumer notification (may
be in person, by telephone
or in writing)

 Form of Disclosures

 Disclosures required under Regulation E must be
clear and readily understandable in writing and in
a form that the consumer may keep.

 The FRB published an interim rule effective March
25, 1998 amending Regulation E to permit institu-
tions to deliver disclosures electronically as long
as the consumer agrees to such delivery and
subject to certain conditions. The electronic deliv-
ery must be accomplished in a manner allowing
visual text to be displayed on equipment such as a
modem-equipped computer. Timing, format, and
other requirements of the EFTA and Regulation E
continue to apply.

 

 Continuing  All disclosure forms
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 Content of Initial Disclosures

 The following items must be included in the initial
disclosures:

1.  Statement of consumer’s liability;

2.  Telephone number and address of person to
notify about unauthorized EFTs;

3.  Business days;

4.  Types of EFTs, including limitations on fre-
quency and dollar amount of transfers;

5.  Fees;

6.  Documentation - summary of consumer’s
right to receipts, periodic statements, and no-
tices regarding preauthorized transfers;

7.  Stop payment procedures;

8.  Liability of institution for failure to make or
stop certain transfers;

9.  Confidentiality - when information on an ac-
count may be provided to third parties; and

10.  Error resolution notice.

 Initial disclosures must
be made at the time a
consumer contracts for
an EFT service or before
the first EFT is made in-
volving the consumer’s
account

 Initial Disclosure Form (See
Appendix A to Regulation E)

 Change in Terms

 Provide a written notice to consumer if a change
in EFT terms or conditions would result in (1) in-
creased fees or charges, (2) increased liability for
the consumer, (3) fewer types of EFTs, or (4)
stricter limitations on the frequency or dollar
amount of transfers.

 Note: Prior notice need not be given if an immedi-
ate change is necessary for security reasons. If
the change becomes permanent and disclosure
would not jeopardize security, provide notice on or
with the next periodic statement or as a separate
form.

 

 Mail or deliver at least 21
days before the effective
date of the change.

 

 Provide notice in next pe-
riodic statement, or sepa-
rately within 30 days after
the change becomes per-
manent (unless disclosure
jeopardizes security).

 Written notification
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 Error Resolution Notice

 Inform account holder of error resolution proce-
dures.

 Annually or with each
periodic statement.

 Notice conforming to
205.7(a)(10) or 205.8(b)
(See Appendix A to Regula-
tion E)

 Receipts at Electronic Terminals

 Provide receipts for EFTs conducted at an elec-
tronic terminal that include: (1) amount of transfer,
(2) date, (3) type of transfer and account ac-
cessed, (4) number or code identifying the ac-
count, (5) terminal location, and (6) identity of any
third party. Note: The amount of the transfer may
include a transaction fee if disclosed on the re-
ceipt and displayed on or at the terminal.

 At the time an EFT is ini-
tiated at an electronic
terminal.

 Receipt

 Periodic Statements

 Document EFTs in periodic statement that in-
cludes:

1. Transaction information (amount, date, and
type of transfer; terminal location, if applica-
ble; and name of any third party to or from
whom funds were transferred);

2. Account number;

3. Fees;

4. Account balances;

5. Address and telephone number for inquiries;
and

6. Telephone number for preauthorized trans-
fers.

 Provide for each monthly
cycle in which an EFT
has occurred.

 Provide at least quarterly
if no EFT has occurred
or if access is limited to
receipt of preauthorized
transfers.

 

 Periodic statement

 Preauthorized Transfers to Account

For preauthorized EFTs to a consumer’s account
occurring at least once every 60 days, notify con-
sumer or provide telephone number for consumer
verification of transfer, unless positive notice by

 Notify within 2 business
days of transfer or
scheduled date.

 Credit amount of transfer
as of date funds re-

 Written or oral notice
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payor has been provided. ceived.

 Preauthorized Transfers from Account

 Preauthorized transfers from a consumer account
can only occur with prior written authorization of
consumer.

 Allow consumers to stop payment of a preauthor-
ized transfer from their account upon oral or writ-
ten notification to institution (written confirmation
may be required when stop payment is orally initi-
ated).

 

 Continuing

 

 Notification must be at
least 3 business days
before transfer date. In-
stitution may require
written confirmation of
stop-payment order
within 14 days of oral
notification.

 

 Written authorization

 

Written or oral notice (written
confirmation within 14 days
after oral notice, if consumer
is advised at time)

 Error Resolution Procedures

1. Provide an error resolution procedure that
permits oral or written notice by consumer
within 60 days of periodic statement. Note the
types of transfers or inquiries covered and
those not covered. (Section 205.11(a))

2. Investigate claimed error and report conclusion
within 10 business days or provide provisional
credit to account and investigate within 45
days. (Note: Section 205.11(c)(3) provides that
these time periods may be extended to 20
business days and 90 days respectively in lim-
ited circumstances)

3. Correct errors and inform consumer of correc-
tion or follow prescribed procedures if a deter-
mination is made that no error occurred or a
different error occurred following the investiga-
tion. See Section 205.11(c) and (d))

 

 

 Continuing
Institution may require
written confirmation of
error within 10 days of
oral notice.

 10 or 45 day investiga-
tion period (extended
time periods allowed in
limited circumstances)

 Provisionally credit ac-
count within 10 business
days and inform con-
sumer within 2 business
days of amount and date
of provisional credit.

 Correct errors within one
business day after dis-
covery.

Report results to con-
sumer within 3 business
days of completing the

 Periodic Statement

 Institution may require writ-
ten confirmation of oral no-
tice of error.

The institution will review its
own records in order to de-
termine if error exists.

Inform consumer within 2
business days of amount and
date of provisional credit.

Notice of findings provided to
customer

Written explanation of find-
ings where no error found

Notify consumer when deb-
iting a provisionally credited
amount if a determination is
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investigation made that no error occurred.

 Training/Updating

 Provide training to all affected employees and up-
date policies, procedures, and operational manu-
als as necessary to reflect regulatory changes.

 Continuing  Training materials

 Updated policies, proce-
dures and operational
manuals

 Monitoring/Audit

 Monitor compliance with the EFTA and Regulation
E, including adherence to consumer liability limita-
tions, disclosure requirements, preauthorized
transfer rules, and error resolution procedures.

 An internal or external audit should be conducted
at least annually to assess overall compliance with
the Act and Regulation E.

 Continuing  Internal Review
Procedures/Reports

 Audit Procedures/Reports

 Record Retention

 Maintain evidence of compliance for not less than
two years from the date disclosures are required
to be made or action taken.

 Retain records for not
less than 2 years (or until
final disposition of any
investigation, action or
proceeding)

 All affected documentation

 Record Retention Guidelines
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Expedited Funds Availability Act  (Regulation CC)

 Executive Summary:

Regulation CC requires depository institutions to make funds deposited into transaction
accounts available for withdrawal by depositors according to specified schedules based
on the type and source of the deposit. It applies to transaction accounts, such as demand
deposit or NOW accounts and includes both consumer and corporate accounts; it does
not extend to savings deposits, including time deposits and money market deposit ac-
counts.  The regulation also requires that an institution provide certain disclosures and
notices to potential and existing customers concerning its funds availability policies.  The
institution is permitted to delay the availability of funds in certain circumstances in order to
reduce risk based on the size of the deposit, past performance of the depositor, lack of
depositor performance history, or belief that the deposit may not be collectible.  Delays
may also be imposed on a case-by-case basis as described in the regulation.  Funds de-
posited into interest bearing accounts must begin to accrue interest not later than the
business day that the institution receives credit for the funds.  Finally, the regulation es-
tablishes rules to speed the collection and return of checks.

 Business Areas Impacted:

• New Accounts

• Teller Operations

• Deposit Operations/Processing

• Customer Service
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Highlights:

REQUIREMENTS/RECOMMENDATIONS TIME FRAME  DOCUMENT, RECORD OR
REPORT

Policy/Procedures

Adopt policy for implementing Regulation CC in-
cluding a summary of the institution’s funds
availability schedule, a description of circum-
stances that may result in delays in the availability
of funds from certain types of deposits or checks,
the time that funds are considered deposited, and
the time that the business day starts. Establish
procedures that ensure the institution’s compli-
ance with all regulatory requirements.

Continuing Policy Statement

Written Procedures

Funds Availability Policy

Prepare the institution’s Specific Availability Policy
Disclosure and distribute (1) to potential custom-
ers prior to opening a new transaction account or
(2) to any person upon request.

Describe the institution’s policy as to when funds
deposited in an account are available for with-
drawal, including situations in which longer delays
may be imposed on a case-by-case basis or by
invoking one of the exceptions in Section 229.13.

Disclosures must be clear and conspicuous, in a
form that customers may keep and should follow
the guidelines set forth in Section 229.16 as to
specific content.

Continuing

Provide disclosures prior
to opening a new ac-
count or on request

Specific Availability Policy
Disclosure Form

Ensure that funds are actually available to de-
positors in accordance with the regulation and the
institution’s policy and procedures.
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REQUIREMENTS/RECOMMENDATIONS TIME FRAME  DOCUMENT, RECORD OR
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Notice of Changes in Availability Policy

Provide notices to existing holders of consumer
accounts either prior to, or in some cases, after
implementing a change to the availability policy
regarding such accounts, as appropriate.

At least 30 days before
implementing the
change, or within 30
days after implementing
a change resulting in
faster availability.

Notice of Change

Notice of Funds Availability

Ensure proper notices are provided on deposit
slips, at teller areas, and at ATM locations, as
provided in Section 229.18(a), (b) and (c).

Continuing Notice (To be posted or in-
cluded as part of deposit
slips, as appropriate)

Case-by-Case Holds

Provide appropriate notice when case-by-case
holds are placed on deposited funds, including
information regarding:

1.  Customer account number;

2.  Date and amount of deposit;

3.  Amount of deposit being delayed; and

4.  Date funds will be available for withdrawal.

Adhere to rules concerning overdraft and re-
turned-check fees as provided in Section
229.16(c).

Provide notices at time of
deposit or mail/deliver by
next business day, as
appropriate

Delays in funds availabil-
ity may extend up to the
time periods allowed un-
der the regulation

Notice of Case-by-Case
Hold

Exception Holds

Provide appropriate written notice when exception
holds are placed on deposited funds.  (Exception
holds, described in Section 229.13, include: large
deposits, repeated overdrafts, reasonable cause
to doubt collectibility, and emergency conditions
as described in the regulation.)

The notice to the depositor should include the fol-
lowing information:

Provide notice at time of
deposit or mail/deliver by
next business day fol-
lowing the day the facts
become known to the in-
stitution or the deposit is
made (whichever is
later).

Delays in funds availabil-
ity may extend a
“reasonable time” be-

Notice of Exception Hold
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1.  Customer account number;

2.  Date and amount of deposit;

3.  Amount of deposit being delayed;

4.  Reason exception was invoked; and

5.  Time period within which the funds will be
available for withdrawal (unless certain emer-
gency conditions apply).

yond the availability
schedule as described in
the regulation (See Sec-
tion 229.13(h))

New Account Holds

Holds may be placed on certain types of funds
deposited into new accounts, as described in
Section 229.13(a).

Account is considered
new during first 30 cal-
endar days after account
is established

Referenced in the Specific
Availability Policy Disclosure
Form if it reflects institution
policy.  No separate notice
form necessary.

Notices Involving One-Time Exception and Re-
peated Overdrafts

One-time notices may be provided for exceptions
based on large deposits or redeposited checks,
under certain circumstances and special notices
covering specific time periods may be provided for
exceptions based on repeated overdrafts. (See
Section 229.13(g)(2) and (3))

Provide notice at or prior
to the time notice must
be provided for excep-
tion holds generally, as
described in Section
229.13

Notice

Payment of Interest

Interest on funds deposited into an interest-
bearing account must begin to accrue interest not
later than the business day provisional credit is
received by the institution.

At or prior to the busi-
ness day that provisional
credit is received

Accounting/Operations
Procedural Guidelines

Training

Provide training to all employees who perform du-
ties subject to the requirements of the regulation,
including a statement of the procedures applicable
to each particular employee.

Continuing Training Materials
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Internal Review

Conduct an internal review at least annually to as-
sess compliance with the regulation and
conformity of the institution’s practices with its
policies and procedures.

Annual (or sooner) Internal Review
Procedures/Reports

Institution as Paying, Returning or Depository
Bank

Ensure the institution’s adherence to its responsi-
bilities as a paying, returning, or depository bank
under Subpart C of the regulation.

Continuing Written Procedures

Record Retention

Retain evidence of compliance with the regulation,
including documentation which supports
“reasonable cause” holds.

Retain for at least two
years

Appropriate documentation
which demonstrates compli-
ance

Record Retention Guidelines

Update

Update policies, procedures, disclosures, and no-
tices as necessary to reflect modifications to the
regulation or changes in equipment or internal op-
erations/processes as appropriate.

Continuing All affected documentation
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Table 1 illustrates maximum availability time for local and nonlocal checks permitted under Regu-
lation CC (adapted from Appendix C of the Regulation).

FIRST FOUR DIGITS
FROM ROUTING

NUMBER

WHEN FUNDS ARE AVAILABLE WHEN FUNDS ARE
AVAILABLE IF A DEPOSIT
IS MADE ON A MONDAY

Local numbers $100 on the first business day after the day of
your deposit.

Remaining funds on the second business day af-
ter the day of your deposit.

Tuesday

Wednesday

Nonlocal numbers $100 on the first business day after the day of
your deposit.

Remaining funds on the fifth business day after
the day of your deposit.

Tuesday

Monday of the following
week

Notes to Table 1:

Specific rules apply to treasury checks, postal money orders, checks drawn on a Federal Reserve Bank or a Federal
Home Loan Bank, state or local government check, or cashier’s/certified/teller’s checks as provided in Sections
229.10 and 229.12.

An institution may extend by one business day the time that funds deposited in an account (whether by local or
nonlocal checks) are available for withdrawal by cash or similar means, so long as at least $400 (in addition to
the $100) of such funds are available for withdrawal by cash or similar means not later than 5:00 p.m. on the
business day that funds are available as provided in the table above.   [Section 229.12(d)]

An institution may allow a one business day extension in the case of (i) deposits made in an account at a branch
office located in Alaska, Hawaii, Puerto Rico, or the U.S. Virgin Islands and (ii) deposits made by a check drawn
on or payable through a paying institution not located in the same state as the depository institution.
[Section 229.12(e)]

Funds deposited in an account at a nonproprietary ATM by cash or check must be available for withdrawal not later
than the fifth business day following the banking day on which the funds are deposited.   [Section 229.12(f)]
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Table 2 illustrating availability of different types of checks deposited on separate days, under the
permanent schedules.

1
The first $100 of a day’s deposit must be made available for either cash withdrawal or check writing pur-
poses at the start of the next business day § 229.10(c)(1)(vii).

2
Local checks must be made available for check writing purposes by the second business day following
deposit  § 229.12(b).

3
Nonlocal checks must be made available for check writing purposes by the fifth business day following
deposit § 229.12(c).

4
$400 of the deposit must be made available for cash withdrawal no later than 5:00 p.m. on the day
specified in the schedule. This is in addition to the $100 that must be made available on the business day
following deposit § 229.12(d).

5
The remainder of the deposit must be made available for cash withdrawal at the start of business the
following day § 229.12(d).

Withdrawals

Deposit

Cash

Check
Writing

Thursday
(Day 8)

Monday
(Day 0)

Tuesday
(Day 1)

Wednesday
(Day 2)

Thursday
(Day 3)

Friday
(Day 4)

Monday
(Day 5)

Tuesday
(Day 6)

Wednesday

(Day 7)

Local

Nonlocal
$100

1

$100
1

1

$900
3

$400 $1,400
4 5

$100
1

$900
2

$1,000

$100

$1,000
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Table 3, illustrates the necessary conditions for next day availability for various types of deposits
under Section 229.10.

CHECK MUST BE
DEPOSITED IN AN
ACCOUNT OF A

PAYEE.

DEPOSIT MUST
BE MADE IN

PERSON TO A
BANK

EMPLOYEE.
OTHERWISE,

2ND DAY
AVAILABILITY.

INSTITUTION CAN
REQUIRE USE OF

A SPECIAL
DEPOSIT SLIP.

IN-STATE ITEM
OR CHECK

DRAWN ON A
BANK BRANCH

IN THE SAME
STATE OR

CHECK PROC-
ESSING REGION.

Cash X

Electronic pay-
ments

Treasury checks X

Postal money
orders

X X

FRB/FHLB checks X X

State and local
gov’t checks

X X X X

Cashier’s/certified/
teller’s checks

X X X

“On-us checks” X

First $100 of other
check deposits
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Truth in Savings Act  (Regulation DD)

Executive Summary:

Regulation DD requires that depository institutions provide consumers with disclosures
about deposit account interest rates, yields and fees so that they can compare products
among financial institutions.  The regulation covers demand, savings, time and negotiable
order of withdrawal accounts held by an individual for personal, family, or household pur-
poses.  Full account disclosures must be provided either prior to the opening of an ac-
count or upon request.  Depository institutions must also provide certain prescribed
notices or disclosures including: (i) advance notices to consumers who may be adversely
affected by changes in account terms or fees; (ii) maturity notices for certain types of time
accounts; and (iii) periodic statement disclosures relating to consumer accounts if such
statements are delivered by the institution. The regulation also imposes substantive re-
quirements on the method of calculating interest in order to ensure that interest is paid on
the full principal balance for each calculation period.  Finally, the regulation contains de-
tailed rules covering the advertising of deposit accounts by depository institutions.

Business Areas Impacted:

• New Accounts

• Deposit Operations/Processing

• Teller Operations

• Marketing

• Customer Service
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Highlights:

REQUIREMENTS/RECOMMENDATIONS TIME FRAME DOCUMENT, RECORD OR
REPORT

Policy/Procedures

Adopt policy for implementing Regulation DD and
establish procedures addressing relevant activi-
ties including: (i) account opening disclosures, (ii)
interest calculations, (iii) subsequent disclosures,
(iv) customer inquiries, (v) training, (vi) record re-
tention, (vii) advertising and (viii) monitoring.

Continuing Policy Statement

Written Procedures

Content of Account Disclosures

Ensure that account disclosures include appropri-
ate information relating to: (1) rate information, (2)
compounding and crediting features, (3) balance
information, (4) fees imposed, (5) transaction
limitations, (6) time account features, and (7) bo-
nus information.  Also ensure that: (i) the disclo-
sures reflect the terms of the account agreement
with the consumer and (ii) the rate information and
fees are current and accurate.

Continuing Account Disclosures

Providing Account Disclosures

Provide account disclosures to consumers prior to
opening an account or upon the assessment of a
fee, whichever is earlier.  Account disclosures
must also be provided to consumers upon re-
quest.

At account opening or
upon request.  (If con-
sumer not present, send
no later than 10 business
days after account
opening or within a rea-
sonable time after a re-
quest.)

Account Disclosures

Oral Quotes on Rates

Ensure that the APY is stated when providing oral
quotes on rates.

Continuing Employee Guidelines/
Instructions as appropriate

Subsequent Disclosures

Provide subsequent disclosures to consumers
concerning changes in account terms or the an-
nual percentage yield (APY) which adversely af-
fect the consumer. Be sure to disclose the
effective date of the change.

At least 30 calendar
days prior to the effective
date of the change.

Written Notices/Disclosures
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REQUIREMENTS/RECOMMENDATIONS TIME FRAME DOCUMENT, RECORD OR
REPORT

Notices of Maturity for Time Accounts

Provide notices of maturity for time accounts in
the manner described in the regulation.

1. Time accounts longer than one month that
renew automatically.

 

 

2. Time accounts one month or less that renew
automatically.

3. Time accounts longer than one year that do
not renew automatically.

The content of the maturity notices referenced
above is described in Section 230.5(b), (c), and
(d).

1. At least 30 calendar
days before maturity
or at least 20 calendar
days before the end of
a grace period lasting
at least 5 calendar
days.

2. Within a reasonable
time after the renewal.

3. At least 10 calendar
days before maturity.

Written notices (the content
of which varies according to
the type of time account
involved)

Periodic Statements

Periodic statements, if delivered by an institution,
must include certain specific disclosures including:

(1) Annual percentage-yield earned;
(2) Amount of interest;
(3) Fees imposed; and
(4) Length of period.

Continuing Periodic Statements

Payment of Interest

Interest payments on accounts must be calculated
on the full amount of principal in the account for
each day using either the daily-balance method or
the average-daily-balance method.

Interest must begin to accrue on funds deposited
in an interest-bearing account no later than the
business day on which the depository institution
receives provisional credit for such funds.  (See
Section 606 of the Expedited Funds, Availability
Act and Section 229.14 of Regulation CC)

Continuing Accounting/Operations
Procedural Guidelines
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REQUIREMENTS/RECOMMENDATIONS TIME FRAME DOCUMENT, RECORD OR
REPORT

Advertisements

Advertisements of deposit accounts: (i) may not
be misleading or inaccurate; (ii) may not refer to
accounts using certain terminology such as “free”
or “no cost”; and (iii) must state any rate of return
as an “annual percentage yield” using that term.  If
an annual percentage yield is stated in an adver-
tisement, the following additional disclosures are
required, as described in Section 230.8 (c):

(1) Variable rate information;
(2) Time APY is offered;
(3) Minimum balance;
(4) Minimum opening deposit;
(5) Effect of fee; and
(6) Features of time accounts:

a) Time requirements;
b) Early withdrawal penalties; and
c) Required interest payouts.

Note additional requirements where a bonus is
stated in an advertisement (Section 230.8(d)), and
be aware of exemptions for certain types of ad-
vertisements (Section 230.8(e)).

Continuing Advertising Documentation

Internet Web Sites

Record Retention

Retain evidence of compliance with the regulation.

Retain for at least two
years

(May be longer if so re-
quested by the institu-
tion’s regulator)

All affected documentation

Record Retention Guidelines

APY Calculations

Ensure that APY for account disclosures and ad-
vertisements and APY earned for periodic state-
ments conform to calculation formulas in Appendix
A of Regulation DD.

Continuing Account Disclosures

Advertisements

Periodic Statements

Accounting/Operations
Procedural Guidelines
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REQUIREMENTS/RECOMMENDATIONS TIME FRAME DOCUMENT, RECORD OR
REPORT

Training

Provide training to employees whose duties are
affected by the requirements of the regulation.

Continuing Written procedures for em-
ployees where appropriate

Training materials

Update

Update policies, procedures, disclosures, and no-
tices as necessary to reflect changes in the regu-
lation or changes in equipment or internal
operations/processes as appropriate.

Continuing All affected documentation

Internal Review

Conduct an internal review at least annually to as-
sess compliance with the regulation and confor-
mity of the institution’s practices with its policies
and procedures.  Review should include an accu-
racy check of APY calculations, interest
rates/payments, fees, and balance-computation
methods reflected on disclosures, notices, and/or
statements.

Annual
(or more frequently)

Internal Review
Procedures/Reports
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Truth in Savings Act Worksheet
Name of Bank:

Examiner:

Location:

Examination Date:

Legend: 4  Reviewed and in Compliance
             6   Questionable, Investigation
             ¢   In Violation
          N/A   Not Applicable

Types of Accounts REGULATED ACCOUNTS

Regular
Savings
Accounts

NOW
Accounts

MMDA
Accounts

Regular
Checking
Accounts

IRA/
Keough
Accounts

Time
Deposit
Accounts

Other
(Specify)

SECTION 230.4 – ACCOUNT DISCLOSURES
(a) Delivery of account
disclosures during
(1) account opening and
(2) requests

(1) provide disclosures to a consumer before ac-
count is opened or a service is provided, whichever
is earlier.

(2)(i) provide disclosures to a consumer upon
request
(2)(ii) In providing disclosures upon request, it is
permissible to:
(A) specify an interest rate and APY that were
offered within the most recent seven calendar days;
state that the rate and yield are accurate as of an
identified date; and provide a telephone number
consumers may call to obtain current rate informa-
tion.
(B) state the maturity of a time account as a term
rather than a date.

(b) Content of Account
disclosures

(1)(I) Rate information. Annual percentage yield &
interest rate.
(1)(II) For variable rate accounts:
(1)(II)(A) the fact the interest rate & APY may
change;
(1)(II)(B) how the interest rate is determined;
(1)(II)(C) the frequency the interest rate may
change; and
(1)(II)(D) any limitation on the amount the interest
rate may change.
(2)(I) The frequency interest is compounded and
credited.
(2)(II) The effect of closing an account. A statement
of forfeiture of accrued interest if account is closed.
(3)(I) Any minimum balance required to -
(3)(I)(A) open the account
(3)(I)(B) avoid the imposition of a fee; or
(3)(II)(C) obtain the annual percentage yield dis-
closed.
(3)(II) Balance-computation method. An explanation
of the balance-computation method specified in
section 230.7.
(3)(III) When interest begins to accrue. A statement
of when interest begins to accrue on noncash
deposits.
(4) the amount of any fee that may be imposed in
connection with the account.
(5) Transaction limitations

(6) Features of time accounts. For time accounts:
(6)(I) Time Requirements. Maturity date for time
accounts.
(6)(II) A statement of early withdrawal penalties.
(6)(III) Withdrawal of interest prior to maturity.
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Types of Accounts REGULATED ACCOUNTS

Regular
Savings
Accounts

NOW
Accounts

MMDA
Accounts

Regular
Checking
Accounts

IRA/
Keough
Accounts

Time
Deposit
Accounts

Other
(Specify)

(6)(IV) Renewal Policies.
(7) Bonuses

(c) Notice to existing (1) Notice of availability of disclosures
account holders (2) Alternative to notice

SECTION 230.5 – SUBSEQUENT DISCLOSURES
(a) Change in terms (1) Advance notice required

(2) No notice required
(b) Notice before maturity
for time accounts longer

(1) Maturities of longer than one year

than one month that renew
automatically

(2) Maturities of one year or less but longer than
one month

(c) Notice for time accounts one month or less that renew automatically

(d) Notice before maturity for time accounts longer than one year that do not
renew automatically

SECTION 230.6 – PERIODIC STATEMENTS
(a) General Rule - shall (1) Annual percentage yield earned
include the following (2) Amount of interest

(3) Fees imposed
(4) Length of period

(b) Special Rule for average-daily balance method

SECTION 230.8 – ADVERTISING
(a) Misleading or inaccurate advertisements - Advertisements must not be mis-
leading or inaccurate and must not misrepresent an institution’s deposit contract.
(b) Permissible rates - If an advertisement states a rate of return, it shall state the
rate as an “annual percentage yield” using that term.
(c) When additional disclo-
sures are required - If APY

(1) Variable rate - statement that the rate may
change after account is opened.

is stated, the advertise- (2) Time period annual percentage yield is offered.
ment shall state the
following as applicable.

(3) Minimum balance required to obtain advertised
APY.
(4) Minimum opening deposit required to obtain the
APY.
(5) Effect of fees - statement that fees could re-
duce earnings.
(6) Features of time accounts

(d) Bonuses - if a bonus is
stated in an advertise-

(1) The annual percentage yield using that term

ment, it shall state the (2) The time requirement to obtain the bonus
following as applicable: (3) The minimum balance required to obtain the

bonus
(4) The minimum balance required to open the
account
(5) When the bonus will be provided

(e) Exemption for certain
advertisements - If an

(1) Certain Media:

advertisement is made
through the following

(i) Broadcast or electronic media, such as radio or
television

media, they are - exempt
from certain disclosures

(ii) Outdoor media, such as billboards
(iii) Telephone response machines; or

of this section (2) Indoor signs (provided the sign (A) states any
rate of return as an APY and (B) contains a state-
ment advising consumers to contact an employee
for further information)
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Bank Secrecy Act

Executive Summary:

Congress enacted the Bank Secrecy Act (BSA) to prevent financial institutions from being
used as intermediaries for the transfer or deposit of money derived from criminal activity.
The primary objective of the BSA is to provide a paper trail of money laundering activities
connected with drug traffickers and other elements of white collar and organized crime.
Congress delegated authority for issuing regulations to the Secretary of the Treasury. The
financial regulatory agencies, in turn, were given responsibility for determining compliance
with the Act and applicable regulations by institutions under their jurisdiction.

The BSA and its implementing regulations require that financial institutions file certain
currency and monetary instrument reports and maintain certain records for possible use in
criminal, tax, and regulatory investigations or proceedings. Financial institutions are
required to submit reports and/or retain records of various types of transactions including,
for example: (1) large currency transactions by its customers; (2) certain cash purchases
of monetary instruments by its customers; (3) known or suspected crimes and suspicious
activities; and (4) certain wire (funds) transfers.

Institutions must establish and maintain a written compliance program for fulfilling the
requirements of the BSA that includes at least: (1) a system of internal controls; (2)
designation of an individual to coordinate/monitor BSA compliance; (3) independent
testing; and (4) training of appropriate personnel. In addition, an effective BSA compliance
program should include written policies and procedures designed to detect and prevent
money laundering activities. Failure to comply with the requirements of BSA and its
implementing regulations can result in both civil and criminal penalties.

Business Areas Impacted:

• New Accounts
• Teller Operations
• Deposit Operations
• Credit Operations
• Treasury Operations
• Data Processing
• Safe Deposit Box Area
• Trust Department
• Private Banking
• International Department
• Correspondent Banking Department
• Discount Brokerage Department
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 Highlights:

 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

Written Compliance Program

Establish and maintain a written program
designed to assure and monitor compliance with
the BSA and its implementing regulations, that
must include at a minimum:

1. A system of internal controls;

2. Daily coordination and monitoring of
compliance by a designated person;

3. Independent testing of compliance; and

4. Training for appropriate personnel.

The program should also include procedural
guidelines to ensure that the institution will:

1. Meet the reporting and recordkeeping
requirements of the BSA regulations.

2. Detect, prevent, and report suspicious
transactions related to money laundering.

 Continuing  Compliance Program
 (approved by the board of
directors and noted in the
minutes)

 Ensure that the institution’s compliance program
as well as all applicable policies, procedures, and
practices reflect the current reporting and
recordkeeping requirements of the Act and its
implementing regulations.
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 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

 Currency Transaction Report (CTR)

 File, with the IRS, a completed CTR (Form 4789)
involving any transaction in currency over
$10,000, including each deposit, withdrawal,
currency exchange, or other payment or transfer.

 Multiple transactions totaling more than $10,000
during any one business day are treated as a
single transaction if the institution has knowledge
that they are by or on behalf of any person.
Beware of persons attempting to structure
currency transactions in such a manner to evade
CTR filing requirements.

 Note: Before concluding any transaction requiring
a CTR, the institution must verify and record the
name/address of the individual presenting the
transaction, and record the identity, account
number, and social security number (if any) of any
person or entity on whose behalf the transaction is
undertaken.

 CTR must be filed with
the Internal Revenue
Service (IRS) within 15
days after the date of the
transaction.

 
 Retain records for at
least 5 years

 Currency Transaction Report
(IRS Form 4789)

 

 Exempt Transactions

 Currency transactions involving transactions with
“exempt persons” need not be reported. Exempt
persons include:

1. Banks in the United States;

2. Federal, state, or local governments; or

3.  Corporations whose common stock is traded
on the New York Stock Exchange, most
corporations whose common stock is traded
on the American Stock Exchange and the
NASDAQ Stock Market, and certain
subsidiaries of those corporations (“listed
businesses”) (See Section 103.22(d)(2))

4.  Other commercial entities that have had an
account at the institution for at least 12 months,
are organized under U.S. or state law or are
registered and eligible to do business in the
U.S., and either: (1) frequently engage in
transactions at the institution exceeding

 Continuing

 Note that:

 Exemption forms must
be filed within 30 days
after the first reportable
transaction.

 Persons exempt before
10/21/98 remain exempt
if the prior exemption is
applied consistently
according to the prior
applicable rules, until the
earlier of a proper
exemption under Section
103.22(d) as revised
9/21/98 or 6/30/00.

 

 Customer Exemptions
(Currently noted on IRS
Form 4789)

Biennial Renewal Forms
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 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

$10,000 (“non-listed businesses”) or (2)
operate a payroll business that regularly
withdraws more than $10,000 to pay
employees in the U.S. in currency (“payroll
customers”).

Non-listed businesses exclude:

1.  Financial institutions and their agents.

2.  Dealers in automobiles, boats, vessels,
aircraft, farm equipments, or mobile homes,
and those who charter or operate ships,
buses, or aircraft.

3.  Lawyers, accountants, doctors, investment
advisers, investment bankers, real estate or
pawn brokers, title insurers, real estate
closing businesses, auction businesses, and
trade union businesses.

4.  Gaming of any type except licensed
parimutuel betting at race tracks.

 

 The institution must
review and verify each
exemption at least
annually.

 Biennial filings are
required to continue
exemptions for non-listed
businesses and payroll
customers.

 Exemption forms must
be retained for 5 years.

 Currency and Monetary Instrument Report (CMIR)

 File, with the appropriate U.S. Customs officer or
the Commissioner of Customs, a completed CMIR
for each shipment of currency or other monetary
instrument(s) in excess of $10,000 out of or into
the U.S., except via the postal service or common
carrier.

 For transport into or out
of the U.S.- file CMIR at
time of entry into or
departure from U.S.

 For receipt from outside
the U.S.-file CMIR within
15 days of receipt of
instruments (unless a re-
port has already been
filed).

 Currency and Monetary
Instrument Report
(U.S. Customs Form 4790)
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 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

 Monetary Instruments Recordkeeping Involving
$3,000 to $10,000 in Currency

 Maintain records of monetary instrument issuance
or sale for currency in amounts between $3,000
and $10,000, with supporting information
prescribed by Section 103.29(a).

 Contemporaneous purchases of the same or
different types of instruments totaling $3,000 or
more must be treated as one purchase. Also
multiple purchases totaling $3,000 or more must
be treated as a single purchase where the officer
or employee has knowledge that these multiple
purchases occurred.

 Verify that purchaser is a deposit accountholder
or verify purchaser’s identity in the manner
described at Sections 103.29(a)(1) and
103.29(a)(2).

 Records should be
updated as monetary
instruments are issued
or sold.

 Maintain records for five
years

 Record of Monetary
Instruments

 Reports of Foreign Financial Accounts

 Each person subject to U.S. jurisdiction with a
financial interest in, or signature authority over, a
bank, securities, or other financial account in a
foreign country must annually file a Report of
Foreign Bank Financial Accounts with the IRS, as
prescribed by Section 103.24.

 Note: See also recordkeeping requirements of
Section 103.32

 Annual filing  Report of Foreign Bank
Financial Accounts
(Treasury Form 90-22)
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 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

 General Record Retention Requirements

 Ensure that the extensive record retention
requirements (particularly Sections 103.33 and 34
pertaining to financial institutions) are understood
and observed by appropriate personnel. An
institution is required to retain either the original,
microfilm, copy or other reproduction of the
relevant documents.

 Records required to be
retained at least 5 years
in most cases.

 Compliance Program

 All affected documentation

 Record Retention Guidelines

 Internal Controls

 Institute internal audit procedures or a
management review process designed to:

1. Confirm the integrity and accuracy of report
of large currency transactions.

2. Include a review of tellers’ activities that
relate to BSA and Forms 4789 and 4790.

3. Confirm the integrity and accuracy of
recordkeeping activities and adherence to
the in-house record retention schedule.

4. Ascertain whether a list of exempt customers
is being properly maintained.

5. Test the reasonableness of the exemptions
granted.

6. Confirm that records of cash purchases of
monetary instruments (in amounts from
$3,000 to $10,000) are maintained and that
appropriate identification measures are in
place.

7. Review effectiveness of training program.

 Conduct audits as
frequently as is
appropriate given
volume/complexity of
transactions, but at least
annually.

 

 Compliance Program

 Audit Procedures/Reports
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 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  DOCUMENT, RECORD OR
REPORT

 Anti-Money Laundering Program

 Develop procedures designed to detect and/or
prevent money laundering activities that will:

1. Define money laundering in its different forms
(placement, layering, integration).

2. Address compliance with applicable anti-
money laundering laws and regulations.

3. Identify high risk business activities,
businesses, and foreign countries associated
with money laundering.

 Ensure that the anti-money laundering procedures
are extended to the following:

• retail operations
• trust department
• loan departments
• private banking operations
• sale of monetary instruments
• wire transfer room
• safe deposit box activity
• international department
• correspondent banking area
• discount brokerage department

 Establish internal controls to minimize the risk of
money laundering, that include:

1. Money laundering detection procedures.
2. Monitoring non-bank financial institution

depositors with high volume cash activity.
3. Periodic account activity monitoring.
4. Internal investigations, monitoring, and

reporting of suspicious transactions.

 Continuing  Compliance Program

 Monitoring/Audit Procedures
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 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  WRITTEN DOCUMENT OR
RECORD

 Records of Wire (Funds) Transfer

 Collect and retain the information specified in
Section 103.33(e) and (g) for all wire (funds)
transfers in the amount of $3,000 or more. The
information to be collected and retained depends
upon: (1) the type of financial institution, (2) its role
in the wire transfer (originator, intermediary, or
beneficiary), (3) the amount of the wire transfer,
and (4) the relationship of the parties to the
transaction with the financial institution.

 Exceptions to recordkeeping requirements:

1. A domestic bank;
2. A wholly-owned domestic subsidiary of a

domestic bank;
3. A broker or dealer in securities;
4. The U.S. government;
5.  A state or local government; and
6.  A federal, state or local government agency

or instrumentality.

 If the originator and beneficiary are the same and
the institutions involved in the funds transfer are
the same, the transfer is exempt.

 Audit procedures should verify that:

1. A separation of duties ensures proper
authorization for sending and receiving
transfers and for correct account posting.

2. CTRs are properly filed for noncustomers
submitting cash for funds transfers.

3. Fund transfers to/from foreign institutions
involve amounts, frequency and countries
consistent with the customer’s business.

4. Accounts with frequent cash deposits and
subsequent wire transfers of funds to larger
institutions are closely monitored.

 Continuing

 

 An original or a microfilm,
other copy, or electronic
record of required
information must be retained
and must be retrievable in
the manner set forth in
Section 103.33(e)(4)

 Compliance Program

 Monitoring/Audit Procedures
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 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  WRITTEN DOCUMENT OR
RECORD

 Payable Through Accounts (PTA)

 Develop and maintain procedures to prevent the
improper or illegal use of “payable through”
accounts by foreign banks. These procedures
should include the following:

1. Identification of the ultimate users of the
foreign bank customers’ PTAs;

2. Review of the foreign bank’s procedures for
identifying and monitoring all of the sub-
account holders; and

3. Monitoring of account activities occurring in
PTAs with foreign banks, reporting any
suspicious or unusual activity.

 Continuing  Compliance Program

 Records of PTAs

 Monitoring/Audit Procedures

 Suspicious Activity Report (SAR)

 File a completed SAR for any transaction involving
$5,000 or more when the institution knows,
suspects, or has reason to suspect that a
transaction:

1. Involves money laundering;
2. Is designed to evade regulations

promulgated under the BSA; or
3. Has no business or apparent lawful purpose

or is not of the type that the particular
customer would normally be expected to
undertake.

 Note: If the suspicious transaction involves
currency of more than $10,000, both a SAR and a
CTR must be filed. For suspicious transactions
involving currency under $10,000, only a SAR
need be filed.

 SAR must be sent to the Financial Crimes
Enforcement Network (FinCEN) at the Treasury
Department.

 File no later than 30 days
after the date of initial
detection of facts
constituting a basis the
SAR filing.

 If no suspect was initially
identified on the date of
detection, filing may be
delayed for an additional
30 calendar days to
identify a suspect.

 Maintain copy of SAR
filed along with
supporting
documentation for a
period of 5 years

 

 Suspicious Activity Report
(OTS SAR Form 1601)
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 REQUIREMENTS/RECOMMENDATIONS  TIME FRAME  WRITTEN DOCUMENT OR
RECORD

 Training and Education

 Establish a program for training appropriate
employees regarding BSA and money laundering
that includes the following:

1. Reporting of large currency transactions.
2. Exemptions from reporting.
3. Sale of monetary instruments.
4. Reporting suspicious activity or alleged

criminal conduct.
5. Examples of money laundering and how to

detect, resolve and report such activity.
6. Overview of various forms that money

laundering can take.
7. Wire (fund) transfer activity.
8. Payable through accounts.
9. Filing of SARs.

 Continuing  Compliance Program

 Training Manuals
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Major BSA Components for OTS Regulated Institutions

I. WRITTEN BSA COMPLIANCE PROGRAM

Establish and maintain a written program (approved by the board of directors) containing the
following:

1. System of internal controls

2. Designation of BSA Officer to coordinate and monitor program

3. Independent testing of compliance

4. Training of appropriate personnel

Also include procedural guidelines for:

1. Meeting reporting and recordkeeping requirements

2. Detection, prevention, and reporting of suspicious transactions related to money laundering

II.  PRIMARY REPORTS

1. Currency Transaction Reports (CTR) - IRS Form 4789

2. Currency and Monetary Instrument Report (CMIR) - U.S. Customs Form 4790

3. Reports of Foreign Financial Accounts - Treasury Form 90-22

4. Reports of Suspicious Transactions - OTS SAR Form 1601

III.  PRIMARY RECORDS TO BE MAINTAINED

1. Persons with financial interest in foreign financial accounts - Section 103.32

2. Wire (funds) transfer ($3,000 or more) - Section 103.33(e) and (g)

3. Monetary Instrument Sale for Currency ($3,000 to $10,000) - Section 103.29

IV. ANTI-MONEY LAUNDERING PROGRAM

Develop procedures to detect and/or prevent money laundering activities:

1. Define money laundering in its different forms (placement, layering, integration).

2. Address compliance with applicable laws and regulations.

3. Identify high risk business activities, businesses, and foreign countries.

V. CONDUCT ADEQUATE MONITORING AND AUDIT ACTIVITY TO ENSURE COMPLIANCE
AND PROVIDE COMPREHENSIVE TRAINING TO APPROPRIATE EMPLOYEES
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Community Reinvestment Act  (Regulation BB)

Executive Summary:

The Community Reinvestment Act (CRA) was originally enacted in 1977 to encourage in-
sured depository institutions to help meet the credit needs of the communities in which
they operate. Regulation BB which implements CRA (OTS’s version of which is found at
12 CFR Part 563e) underwent a significant review during 1993 and 1994 by the federal
regulatory agencies in consultation with banking and thrift industries, Congressional lead-
ers, and leaders of community-based organizations across the country. This process, ini-
tiated by President Clinton in July 1993, culminated in the issuance of a revised
Regulation BB in May 1995, intended to “replace paperwork and uncertainty with greater
performance, clarity and objectivity.”

CRA requires OTS to assess the record of each savings association in helping to meet
the credit needs of its entire community, including low-and moderate-income neighbor-
hoods, consistent with safe and sound operations, and take that record into account when
deciding whether to approve an application by the institution for a deposit facility. The
type of CRA performance standards that will be applied to a given institution will depend
upon whether the institution is considered a large retail institution (triggering the lending,
investment and services tests), a small institution (activating the streamlined performance
criteria), or a limited purpose or wholesale institution (giving rise to the community devel-
opment test). In addition, an institution’s CRA performance may be evaluated under a
strategic plan drawn up by the institution if submitted to the OTS (in the manner described
in Section 563e.27) and approved by the OTS.

Savings associations, other than small savings associations, are required to collect, report
and disclose certain information pertaining to small business and small farms loans, com-
munity development loans, and home mortgage loans. In addition, institutions also are
allowed to collect and maintain data on consumer loans. The OTS prepares a CRA dis-
closure statement on an annual basis for each institution that compiles the information re-
ported in a format prescribed by the regulation. Aggregate disclosure statements covering
small business and small farm lending by all institutions are prepared by the OTS in con-
junction with the other federal bank regulatory agencies.

A savings association’s record of performance under CRA is taken into account when
considering applications to establish a domestic branch office, relocate the main office or
a branch, grant a thrift charter, and approve merger, acquisition, or consolidation activi-
ties. Adverse CRA ratings may serve as the basis for denying or conditioning approval of
an application by the savings association.

Business Areas Impacted:

• Residential and Commercial Lending Units • Retail Operations

• Credit Operations • Data Processing

• Treasury Operations • Marketing
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Highlights:

The following table depicts some of the major components of Regulation BB (which im-
plements CRA) in a manner intended to allow for quick reference to particular require-
ments.  The components addressed in the table include:

1. Determining the appropriate method for assessing CRA performance

2. Determining the appropriate assessment area(s) for the institution

3. Applying the lending, investment and service tests for large retail institutions

4. Applying the streamlined test for small institutions

5. Applying the community development test for wholesale or limited purpose institutions

6. Developing and evaluating a strategic plan

7. Role of performance context in assessing performance

8. Fulfilling data reporting requirements

9. OTS ratings of performance and impact on applications

MAJOR COMPONENTS EXPLANATION

1. Determining the Appropriate Method for
Assessing CRA Performance

The four assessment methods Determine the assessment method that applies to your
institution.  There are four possible assessment meth-
ods, depending on the institution’s size and the nature
of its business.  They are:

• the lending, investment and service test for large,
retail institutions;

• the streamlined assessment method for small in-
stitutions;

• the community development test for limited pur-
pose or wholesale institutions; and

• the strategic plan option.
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Qualification as Small Savings Association Note that the regulation implementing CRA does not
apply to special purpose savings associations that do
not perform commercial or retail banking services by
granting credit to the public, other than as incident to
their specialized operations.

To determine whether the institution is considered large
or small pursuant to §563e.12(s), ask:

• Did the institution, as of December 31 of either of
the prior two calendar years, have total assets of
less than $250 million?

• Was the institution independent?

• If not, was the institution an affiliate of a holding
company that, as of December 31 of either of the
prior two calendar years, had  total bank and thrift
assets of less than $1 billion?

Qualification as wholesale or limited purpose sav-
ings association

To determine whether the institution qualifies for the
community development test, ask:

• Is the institution a limited purpose institution be-
cause it offers only a single narrow consumer
product line (such as motor vehicle loans) to a re-
gional or broader market?

• Is the institution a wholesale institution because it
does not extend home mortgage, small business,
small farm or consumer loans to retail customers in
the ordinary course of business?

Strategic Plan Option Determine whether the institution would be interested in
pursuing a strategic plan.  Ask:

• Is management’s priority to achieve certainty in the
CRA process and assure a particular rating for a
particular measurable level of performance?

• Is the institution’s business strategy somewhat un-
usual, yet does not qualify as either wholesale or
limited purpose?
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MAJOR COMPONENTS EXPLANATION

• Would the institution benefit from the opportunity to
tailor a performance plan to its business strategy?

Once you have determined which assessment method
applies to your institution, consult the applicable matri-
ces, below.

2. Determining the Appropriate Assessment
Area

Delineate one or more geographic areas within which
the OTS will evaluate the institution’s record of helping
to meet the credit needs of its community.

Note that the OTS uses the assessment area(s) de-
lineated by the institution in its evaluation of the institu-
tion’s CRA performance unless the OTS determines
that the assessment area(s) do not comply with the re-
quirements of this section.  The OTS does not evaluate
the institution’s assessment area delineation as a sepa-
rate performance criteria.

Institutions not wholesale or limited purpose For institutions other than wholesale or limited purpose
institutions, delineate:

• one or more metropolitan statistical areas (MSAs),
using the MSA boundaries that were in effect as of
January 1 of the calendar year in which the de-
lineation was made, or one or more contiguous po-
litical subdivisions, such as counties, cities, or
towns, and

• include the geographies in which the institution has
its main office, branches, and deposit-taking auto-
mated teller machines (ATMs), as well as the sur-
rounding geographies in which the institution has
originated or purchased a substantial portion of its
loans.

Wholesale or limited purpose institutions For wholesale or limited purpose institutions, the as-
sessment area(s) must consist generally of:

• one or more MSAs (using the MSA boundaries that
were in effect as of January 1 of the calendar year
in which the delineation was made), or  one or
more contiguous political subdivisions, such as
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counties, cities, or towns, in which the institution
has its main office, branches, and deposit-taking
ATMs.

Adjustments to the assessment area(s) Adjustments to the assessment areas designated by an
institution may be made to include only the portion of a
political subdivision that it can reasonably serve.  Such
adjustments may be particularly appropriate in the case
of assessment areas that would be extremely large, of
unusual configuration, or divided by significant geo-
graphic barriers.

Limitations Each assessment area delineated by an institution
must:

• consist of only whole geographies  (i.e., census
tracts);

• may not reflect illegal discrimination;

• may not arbitrarily exclude low- or moderate in-
come geographies; and

• may not extend substantially beyond a CMSA
boundary or beyond a state boundary unless the
assessment area is located in a multistate MSA.  In
such cases, separate assessment areas must be
delineated for the areas inside and outside a
CMSA or in each state, as the case may be.

Assessment Area Data Savings associations that are required to report  certain
loan data under 563e.42, must annually report to OTS
a list of the geographies that constitute its assessment
area(s).

(See Matrix on Data Collection, Reporting and Disclo-
sure.)
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3. Applying the Lending, Investment and Service
Tests for Large Retail Institutions

A. Lending Test

Scope of Review

Mandatory consideration The OTS reviews an institution’s originations and pur-
chases of :

• home mortgage loans (see 563e12(l));

• small business loans (see 563e12(t));

• small farm loans (see 563e12(u));

• community development loans (see 563e12(g) and
(h)); and

• consumer loans (see 563e12(j)), if consumer
lending constitutes a substantial majority of the in-
stitution’s business.

Optional consideration At the institution’s option, the OTS will consider:

• Consumer loans (if data is collected and main-
tained in accordance with 563e. 42(c)(1)).

• Community development loans originated or pur-
chased by consortia in which the savings associa-
tion participates or by third parties in which the
savings association has invested, if:

1. data is reported pursuant to 563e.42(b)(2);

2. no other  participant or investor claims the
same loan origination or purchase; and

3. the savings association does not claim loans
accounting for more than its percentage
share (based on the level of its participation
or investment) of the total loans originated by
the consortium or third party.
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• Loans by an affiliate of the savings association, if:

1.  data is provided on the affiliate’s loans pursu-
ant to 563e.42;

2.  no affiliate claims a loan origination or pur-
chase that another institution claims; and

3.  the savings association that elects to have a
particular lending category within a particular
assessment area considered, must have all
loans within that lending category in that par-
ticular assessment area by all of its affiliates
considered.

Performance Criteria (see 563e.22 for details)

• Other loan data The OTS will also consider any
other loan data the savings association may
choose to provide, including data on loans out-
standing, commitments, and letters of credit.

The OTS evaluates an institution’s lending performance
based on the following criteria:

1.  lending activity;

2.  geographic distribution;

3.  borrower characteristics;

4.  community development lending; and

5.  innovative or flexible lending practices.
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B. Investment Test

Scope of Review

Mandatory consideration The OTS reviews an institution’s record of providing
qualified investments (as defined in 563e.12(r)) that
benefit the institution’s assessment area(s) or a
broader statewide or regional area that includes the
assessment area(s).

NOTE: Activities that are considered under the lending
or service tests may not be considered under the in-
vestment test.

Optional consideration At the institution’s option, the OTS will consider quali-
fied investments made by affiliates of the savings asso-
ciation, if the investment is not claimed by any other
institution.

Performance Criteria  (see 563e.22 for details) The OTS evaluates an institution’s investment perform-
ance based on the following criteria:

1. dollar amount;

2. innovativeness or complexity;

3. responsiveness to credit and community develop-
ment needs; and

4. degree to which the qualified investments are not
routinely provided by private investors.
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C. Service Test

Scope of Review

Mandatory consideration The OTS reviews an institution’s record of providing:

• Retail banking services in the savings associations
assessment area(s).

• Community development services, to the extent
that they benefit the assessment area(s) or a
broader statewide or regional area that includes
the assessment area(s).

Optional consideration At the institution’s option, the OTS will consider com-
munity development services offered by affiliates of the
savings association, if the service is not claimed by an-
other institution.

Performance criteria (see 563e.24 for details)

Retail Banking Services

The OTS evaluates:

A.  The availability and effectiveness of an institution’s
retail banking services based on:

1. The current distribution of branch offices among
geographies of different income levels;

2. The institution’s record of opening and closing
branches;

3. The availability and effectiveness of alternative
systems for delivering retail banking products; and

4. The range of services provided in geographies of
different income levels and degree to which the
services are tailored to meet the needs of those
geographies.

Community Development Services B.  An institution’s community development services
based on:

1. The extent to which the institution provides com-
munity development services; and

2. The innovativeness and responsiveness of com-
munity development services.
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4. Applying the Streamlined Test for Small
Institutions

Scope of Review The OTS reviews an institution’s originations and pur-
chases of :

• home mortgage loans;

• small business loans;

• small farm loans; and

• consumer loans, if consumer lending constitutes a
substantial majority of the institution’s business.

Performance Criteria (see 563e.26 for details) The OTS evaluates an small institution’s performance
based on the following criteria:

1. The loan-to-deposit ratio, adjusted for seasonal
variation and, as appropriate, other lending-related
activities;

2. The percentage of loans and other lending-related
activities located in the institution’s assessment
area(s);

3. The distribution of loans and, as appropriate, other
lending-related activities among borrowers of dif-
ferent income levels and businesses of different
sizes;

4. The geographic distribution of loans; and

5. The institution’s record of taking action, if war-
ranted, in response to written complaints about its
CRA performance.
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5. Applying the Community Development Test
for Wholesale and Limited Purpose Institu-
tions

Scope of Review The OTS reviews a wholesale or limited purpose insti-
tution’s:

• community development lending;

• qualified investments; and

• community development services.

Designation To receive a designation as a wholesale or limited pur-
pose savings association, the institution must file a
written request with the OTS at least three months prior
to the proposed effective date of the designation.  The
designation is effective until:

• the institution requests revocation, or

• one year after the OTS notifies the institution that it
has revoked the designation.

Performance Criteria (see 563e.25) The OTS evaluates the community development per-
formance of a wholesale or limited purpose savings as-
sociation based on the following criteria:

1. Number and amount of community development
loans, qualified investments, or community devel-
opment services;

2. Use of innovative or complex community develop-
ment loans, qualified investments, or community
development services (and the extent to which any
qualified investments are not routinely provided by
private investors); and

3. Responsiveness to credit and community devel-
opment needs.
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6. Developing and Evaluating a Strategic Plan The strategic plan option is available to any institution
that develops and obtains approval of a plan containing
measurable goals for helping to meet the credit needs
of each assessment area covered by the plan.

Plan term The plan term must range from no less than one year
to no more than five years and any multi-year plan
must include annual interim measurable goals.

Plan content Note the following information regarding the content of
a strategic plan:

• Measurable goals in all three performance catego-
ries (lending, investments, and services) empha-
sizing lending and lending related activities.  A
different emphasis may be appropriate if respon-
sive to the needs of the community and consider-
ing public comment and the individual institution’s
business strategy, capacity, etc.;

• Confidential information  may be submitted to OTS,
but the goals stated in the plan must be sufficiently
specific to enable the public and the OTS to judge
the merits of the plan;

• Satisfactory and outstanding goals.  Plans must
contain measurable goals that, if met, would con-
stitute “Satisfactory” performance and may provide
additional goals that, if met, constitute
“Outstanding” performance; and

• Election if satisfactory goals are not substantially
met.  The institution may elect in its plan to be
evaluated under another assessment method if it
does not substantially meet its goals for a satis-
factory rating.

Plan development Prior to submitting a strategic plan for approval, an in-
stitution must:

• Informally seek suggestions from members of the
public in its assessment areas(s) covered by the
plan while developing the plan;
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• Formally solicit public comment, once the plan is
developed, by publishing notice in at least one
newspaper of general circulation in each assess-
ment area covered by the plan for at least 30 days;

• Make copies of the plan available at all offices of
the institution in assessment areas covered by the
plan for review by the public at no cost at all offices
of the institution during the formal comment period.
Provide copies of the plan  upon request for a rea-
sonable fee to cover copying and mailing, if appli-
cable; and

• Submit strategic plan to the OTS at least three
months prior to the proposed effective date of the
plan with all information required by 563e.27.

OTS approval of the plan The agency approval process operates as follows:

• OTS will act within 60 calendar days after receiving
the complete plan and related material.

• OTS may extend the 60 day period for good
cause.

The plan will be deemed approved if OTS does not act
within 60 days or extend the period for good cause.

Plan amendment An institution may request that OTS approve an
amendment to the plan on grounds that there has been
a material change in circumstances.  Such amend-
ments must be developed in accordance with the re-
quirements for public participation in § 563e.27(h).
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Criteria for evaluating the strategic plan The OTS evaluates the measurable goals of an institu-
tion’s strategic plan based on the following criteria:

1. Extent and breadth of lending or lending-related
activities;

2. Amount and innovativeness, complexity and re-
sponsiveness of qualified investments; and

3. Availability and effectiveness of systems for deliv-
ering retail banking services and extent and inno-
vativeness of community development services.

7. Role of Performance Context in the Evalua-
tion Process

The tests used to assess CRA performance (i.e. the
lending/investment/service test, streamlined method,
community development test and strategic plan) are all
applied in the context of information about the institution
and its community, competitors, and peers.

Performance context information
(See 563e.21(b))

Specifically, an institution’s CRA performance will be
judged in the context of the following information:

1. Demographic and economic data of the assess-
ment area(s);

2. Lending, investment and service opportunities in
the assessment area(s);

3. Product offerings and business strategy;

4. Institutional capacity and constraints;

5. Past performance and performance of similarly
situated lenders;

6. Written comments about the institution’s perform-
ance; and

7. Any other relevant information.
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Note that in considering performance context informa-
tion in the evaluation process:

• The process represents a qualitative assessment
of objective factors and there are no fixed formu-
las.

• The process is neither a needs assessment nor a
community profile.

8. Fulfilling Data Reporting Requirements

Loan information to be collected and maintained Institutions, other than small institutions, must collect
and maintain the following information (in machine
readable form prescribed by the OTS) the following
data for all small business or small farm loans origi-
nated or purchased by the institution:

1. Unique number to identify the loan file;

2. Loan amount at origination;

3. Loan location; and

4. Indicator whether the loan was to a business/farm
with gross annual revenue of $1 million or less.

Loan information to be reported Institutions, other than small institutions, must report
annually by March 1 certain data for the prior calendar
year:

1. Small business and small farm loan data;

2. Community development loan data; and

3. Home mortgage loans.

Optional data collection and maintenance Optional data collection and maintenance:

1. Consumer loans, and

2. Other loan data.
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Data on affiliate lending and consortium or third-
party lending

Other optional data collection, maintenance and re-
porting information involves:

• Data on affiliate lending (where the institution
elects to have the OTS consider loans by an affili-
ate).

• Data on lending by a consortium or a third-party
(where the institution elects to have the OTS con-
sider community development loans by a consor-
tium or third party).

Assessment area data Institutions, other than small institutions, must collect
and report a list for each assessment area showing the
geographies within the area by March 1 of each year.

CRA Disclosure Statement The OTS prepares a CRA Disclosure Statement for
each institution that reports data pursuant to the re-
quirements of 563e.42(h).

9. OTS Ratings of Performance and Impact on
Applications

Ratings in general (see 563e.28(a)) The OTS assigns each institution subject to CRA one of
the following four overall ratings, based on its perform-
ance under the applicable test:

1. Outstanding

2. Satisfactory

3. Needs to improve

4. Substantial noncompliance

Effect on discriminatory or other illegal credit prac-
tices

Evidence of discriminatory or other illegal credit prac-
tices will adversely impact the evaluation of the institu-
tion’s CRA performance.
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Effect of CRA performance on applications The OTS will take into account an institution’s CRA
performance, among other factors, in considering ap-
plications for:

1. The establishment of a domestic branch or other
facility that would be authorized to take deposits;

2. The relocation of the main office or branch;

3. The merger or consolidation with or the acquisition
of the assets or assumption of liabilities of an in-
stitution requiring approval under the Bank Merger
Act;

4. A Federal thrift charter; or

5. An acquisition subject to § 10(e) of HOLA.
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Public File Requirements

Savings associations must make available to the public for inspection upon request and at no
cost, the information required pursuant to 12 C.F.R. § 563e.43 as follows:

• At the main office and, if an interstate savings association, at one branch office in each state,
all information in the public file; and

• • At each branch:

(1)  A copy of the public section of the institution’s most recent CRA Performance Evalua-
tion and a list of services provided by the branch, and

(2)  Within five calendar days of the request, all the information in the public file relating to
the assessment area in which the branch is located.

CONTENTS OF THE PUBLIC FILE

ITEM TIME FRAME

1. All written comments received from the public that
relate to the institution’s performance in helping to
meet community credit needs and any response to the
comments by the institution.

Ongoing, updated as needed for the current year and each
of the prior two calendar years.
(Ensure that this information is current as of April 1 of each
year)

2. A copy of the public section of the savings associa-
tion’s most recent CRA Performance Evaluation pre-
pared by OTS.

Within 30 business days after its receipt from OTS.

3. A list of the institution’s branches, their street ad-
dresses, and geographies.

Ongoing, updated as needed.
(Ensure that this information is current as of April 1 of each
year)

4. A list of branches opened or closed by the savings
association.

Ongoing, updated as needed for the current year and each
of the prior two calendar years.
(Ensure that this information is current as of April 1 of each
year)

5. A list of services (including hours of operation, avail-
able loan and deposit products and transaction fees)
generally offered at the institution’s branches and de-
scriptions of material differences in the availability or
cost of services at particular branches.

Optional:  Information regarding the availability of
alternative delivery systems (e.g., ATMs, banking
by telephone or computer, loan production offices,
etc.)

Ongoing, updated as needed.
(Ensure that this information is current as of April 1 of each
year)
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6. Maps of each assessment area showing the bounda-
ries of the area and identifying the geographies (i.e.,
census tracts) contained within the area, either on the
map or in a separate list.

Ongoing, update as needed.
(Ensure that this information is current as of April 1 of each
year)

7. Any other information the institution chooses. Ongoing, update as needed.
(Ensure that this information is current as of April 1 of each
year)

For institutions other than small institutions

1. If the institution has elected to have one or more cate-
gories of consumer loans considered under the lend-
ing test, for each of these categories, the number and
amount of loans:

• to low-, moderate-, middle-, and upper-
income individuals;

• located in low-, moderate-, middle-, and up-
per-income census tracts; and

• located inside the institution’s assessment
area(s) and outside the savings association’s
assessment area(s).

Ongoing, updated as needed for each of the two prior cal-
endar years.
(Ensure that this information is current as of April 1 of each
year)

2. The institution’s CRA Disclosure Statement. Disclosure statements for each of the two prior calendar
years must be placed in the public file within three business
days of receipt from the OTS.

For institutions required to report Home Mortgage Disclosure Act (HMDA) data:

A copy of the HMDA Disclosure Statement provided by the
Federal Financial Institutions Examination Council pertain-
ing to the institution.

Within three business days after receipt;  for each of the
prior two calendar years

For institutions that elect to have mortgage lending of an
affiliate considered by OTS, include the affiliate’s HMDA
Disclosure Statement

Within three business days after receipt; for either or both
of the prior two calendar years, as applicable.
(Ensure that this information is current as of April 1 of each
year)
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Small institutions:

1. The institution’s loan-to-deposit ratio and, at its option,
additional information regarding its loan-to-deposit ra-
tio.

Ongoing, as needed for each quarter of the prior calendar
year.
(Ensure that this information is current as of April 1 of each
year.)

2. If the institution has elected to be evaluated under the
lending, investment and service tests, and it elects to
have one or more categories of consumer loans con-
sidered under the lending test, then for each con-
sumer loan category, the number and amount of
loans:

• to low-, moderate-, middle-, and upper-income in-
dividuals;

• located in low-, moderate-, middle-, and upper-
income census tracts; and

• located inside the institution’s assessment area(s)
and outside the savings association’s assessment
area(s).

Ongoing, updated as needed for each of the two prior cal-
endar years.
(Ensure that this information is current as of April 1 of each
year.)

Institutions with Strategic Plans:

A copy of the approved strategic plan. Ongoing, during the term of the strategic plan.

Institutions with less than satisfactory ratings:

A description of the institution’s current efforts to improve
its performance in helping to meet the credit needs of its
entire community.

Must be updated quarterly.
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CRA Ratings Matrix  Small Institutions

Characteristic Outstanding Satisfactory Needs To Improve Substantial
Noncompliance

Loan-to-deposit ratio The loan-to-deposit ratio is more than reasonable
(considering seasonal variations and taking into
account lending related activities) given the insti-
tution's size, financial condition, and assessment
area credit needs.

The loan-to-deposit ratio is reasonable
(considering seasonal variations and taking into
account lending related activities) given the institu-
tion's size, financial condition, and assessment
area credit needs.

The loan-to-deposit ratio is less than reason-
able (considering seasonal variations and
taking into account lending related activities)
given the institution's size, financial condition,
and assessment area credit needs.

The loan-to-deposit ratio is unreason-
able (considering seasonal variations
and taking into account lending related
activities) given the institution's size,
financial condition, and assessment
area credit needs.

Assessment area(s)
concentration

A substantial majority of loans and other lending
related activities are in the institution's assess-
ment area(s).

A majority of loans and other lending related activi-
ties are in the institution's assessment area(s).

A majority of loans and other lending related
activities are outside the institution's assess-
ment area(s).

A substantial majority of loans and
other lending related activities are
outside the institution's assessment
area(s).

Geographic
distribution of loans

The geographic distribution of loans reflects
excellent dispersion throughout the assessment
area(s).

The geographic distribution of loans reflects rea-
sonable dispersion throughout the assessment
area(s).

The geographic distribution of loans reflects
poor dispersion throughout the assessment
area(s).

The geographic distribution of loans
reflects very poor dispersion throughout
the assessment area(s).

Borrower's profile The distribution of borrowers reflects, given the
demographics of the assessment area(s), rea-
sonable penetration among individuals of different
income levels (including low- and moderate-
income) and businesses of different sizes.

The distribution of borrowers reflects, given the
demographics of the assessment area(s), excellent
penetration among individuals of different income
levels (including low- and moderate-income) and
businesses of different sizes.

The distribution of borrowers reflects, given the
demographics of the assessment area(s), poor
penetration among individuals of different
income levels (including low- and moderate-
income) and businesses of different sizes.

The distribution of borrowers reflects,
given the demographics of the assess-
ment area(s), very poor penetration
among individuals of different income
levels (including low- and moderate-
income) and businesses of different
sizes.

Response to
substantiated
complaints

The institution has taken noteworthy, creative
action in response to substantiated complaints
about its performance in meeting assessment
area credit needs.

The institution has taken appropriate action in
response to substantiated complaints about its
performance in meeting assessment area credit
needs.

The institution has taken inadequate action in
response to substantiated complaints about its
performance in meeting assessment area credit
needs.

The institution is unresponsive to sub-
stantiated complaints about its per-
formance in meeting assessment area
credit needs.

Investments The institution's investment record enhances
credit availability in its assessment area.

N/A N/A N/A

Services The institution's record of providing branches,
ATMs, loan production offices, and/or other serv-
ices and delivery systems enhances credit avail-
ability in its assessment area(s).

N/A N/A N/A
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CRA Ratings Matrix  Large Institutions Lending Test

Characteristic Outstanding High Satisfactory Low Satisfactory Needs to Improve Substantial
Noncompliance

Lending Activity Lending levels reflect excel-
lent responsiveness to
assessment area credit
needs.

Lending levels reflect good responsive-
ness to assessment area credit needs.

Lending levels reflect adequate respon-
siveness to assessment area credit
needs.

Lending levels reflect poor respon-
siveness to assessment area credit
needs.

Lending levels reflect very
poor responsiveness to as-
sessment area credit needs.

Assessment area(s) concen-
tration

A substantial majority of
loans are made in the insti-
tution's assessment area(s).

A high percentage of loans are made in
the institutions' assessments area(s).

An adequate percentage of loans are
made in the institution's assessment
area(s).

A small percentage of loans are
made in the institution's assess-
ments area(s).

A very small percentage of
loans are made in the institu-
tions assessment area(s).

Geographic distributions of
loans

The geographic distribution
of loans reflects excellent
penetration throughout the
assessment area(s).

The geographic distribution of loans
reflects good penetration throughout the
assessment area(s).

The geographic distribution of loans
reflects adequate penetration throughout
the assessment area(s).

The geographic distribution of loans
reflects poor penetration throughout
the assessment area(s), particularly
to low- or moderate-income geogra-
phies in the assessment area(s).

The geographic distribution of
loans reflects very poor
penetration throughout the
assessment area(s), particu-
larly to low- or moderate-
income geographies in the
assessment area(s).

Borrowers' profile The distribution of borrowers
reflects, given the product
lines offered by the institu-
tion, excel-lent penetration
among retail customers of
different income levels and
business customers of
different size.

The distribution of borrowers reflects,
given the product lines offered by the
institution, good penetration among
retail customers of different income
levels and business customers of
different size.

The distribution of borrowers reflects,
given the product lines offered by the
institution, adequate penetration among
retail customers of different income
levels and business customers of differ-
ent size.

The distribution of borrowers re-
flects, given the product lines of-
fered by the institution, poor
penetration among retail customers
of different income levels and busi-
ness customers of different size.

The distribution of borrowers
reflects, given the product
lines offered by the institution,
very poor penetration among
retail customers of different
income levels and business
customers of different size.

Responsiveness to credit
needs of highly economically
disadvantaged geographies
and low-income persons,
small business

The institution exhibits an
excellent record of serving
the credit needs of the most
economically disadvantaged
areas of its assessment
area(s), low-income individu-
als, and/or very small busi-
nesses, consistent with safe
and sound banking prac-
tices.

The institution exhibits an good record
of serving the credit needs of the most
economically disadvantaged areas of
its assessment area(s), low-income
individuals, and/or very small busi-
nesses, consistent with safe and sound
banking practices.

The institution exhibits adequate record
of serving the credit needs of the most
economically disadvantaged areas of its
assessment area(s), low-income indi-
viduals, and/or very small businesses,
consistent with safe and sound banking
practices.

The institution exhibits an poor
record of serving the credit needs of
the most economically disadvan-
taged areas of its assessment
area(s), low-income individuals,
and/or very small businesses, con-
sistent with safe and sound banking
practices.

The institution exhibits a very
poor record of serving the
credit needs of the most
economically disadvantaged
areas of its assessment
area(s), low-income individu-
als, and/or very small busi-
nesses, consistent with safe
and sound banking practices.

Community development
lending activities

The institution is a leader in
making community develop-
ment loans.

The institution has made a relatively
high level of community development
loans.

The institution has made an adequate
level of community development loans.

The institution has made few, if any,
community development loans.

The institution has made a
low level of community devel-
opment loans.

Product Innovation The institution makes exten- The institution uses innovative and/or The institution makes limited use of The institution makes little use of The institution makes no use



 

Community Reinvestment Act

   Office of Thrift Supervision September 1999 Laws/Regulations-129

sive use of innovative and/or
flexible lending practices in
order to serve assessment
area credit needs.

flexible lending practices in order to
serve assessment area credit needs.

innovative and/or flexible lending prac-
tices in order to serve assessment area
credit needs.

innovative and/or flexible lending
practices in order to serve assess-
ment area credit needs.

of innovative and/or flexible
lending practices in order to
serve assessment area credit
needs.
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CRA Ratings Matrix  Large Institutions Investment Test

Characteristic Outstanding High Satisfactory Low Satisfactory Needs to Improve Substantial
Noncompliance

Investment and Grant
Activity

The institution has an excel-
lent level of qualified com-
munity development in-
vestment and grants, often
in a leadership position,
particularly those that are
not routinely provided by
private investors.

The institution has a significant level of
qualified community development
investments and grants, occasionally
in a leadership position, particularly
those that are not routinely provided
by private investors.

The institution has an adequate level of
qualified community development
investments and grants, although rarely
in a leader-ship position, particularly
those that are not routinely provided by
private investors.

The institution has a poor level of
qualified community development
investments and grants, but not in a
leadership position, particularly those
that are not routinely provided by
private investors.

The institution has a few, if
any, qualified community
development investments or
grants, particularly those
that are not routinely pro-
vided by private investors.

Responsiveness to Credit
and Community Development
Needs

The institution exhibits
excel-lent responsiveness to
credit and community eco-
nomic development needs.

The institution exhibits good respon-
siveness to credit and community
economic development needs.

The institution exhibits adequate re-
sponsiveness to credit and community
economic development needs.

The institution exhibits poor respon-
siveness to credit and community
economic development needs.

The institution exhibits very
poor responsiveness to
credit and community
economic development
needs.

Community Development
Initiatives

The institution makes ex-
tensive use of innovative
and/or complex investments
to support community de-
velopment initiatives.

The institution makes significant use of
innovative and/or complex investments
to support community development
initiatives.

The institution rarely uses innovative
and/or complex investments to support
community development initiatives.

The institution rarely uses innovative
and/or complex investments to
support community development
initiatives.

The institution does not use
innovative and/or complex
investments to support
community development
initiatives.
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CRA Ratings Matrix  Large Institutions Service Test

Characteristic Outstanding High Satisfactory Low Satisfactory Needs to Improve Substantial
Noncompliance

Accessibility of
Delivery Systems

Delivery systems are readily acces-
sible to all portions of the institu-
tion's assessment area(s).

Delivery systems are accessible to
essentially all portions of the institu-
tion's assessment area(s).

Delivery systems are reasonably
accessible to essentially all portions
of the institutions assessment
area(s).

Delivery systems are accessible to
limited portions of the institution's
assessment area(s).

Delivery systems are inac-
cessible to significant por-
tions of the assessment
area(s), particularly low- and
moderate-income geogra-
phies and/or low- and mod-
erate-income individuals.

Changes in Branch Loca-
tions

To the extent changes have been
made, the institution's record of
opening and closing branches has
improved the accessibility of its
delivery systems, particularly in low-
and moderate- income geographies
and/or to low- and moderate-income
individuals.

To the extent changes have been
made, the institution's opening and
closing of branches has not ad-
versely affected the accessibility of
its delivery systems, particularly in
low- and moderate- income geogra-
phies and/or to low- and moderate-
income individuals.

To the extent changes have been
made, the institution's opening and
closing of branches has generally
not adversely affected the accessi-
bility of its delivery systems, par-
ticularly in low-and moderate-
income geographies and/or to low-
and moderate-income individuals.

To the extent changes have been
made, the institution's record of
opening and closing branches has
adversely affected the accessibility of
its delivery systems, particularly in
low- and moderate-income geogra-
phies and/or to low- and moderate-
income individuals.

To the extent changes have
been made, the institution's
opening and closing of
branches has significantly
adversely affected the
accessibility of its delivery
systems, particularly in low-
and moderate-income
geographies and/or to low-
and moderate-income indi-
viduals.

Reasonableness of busi-
ness hours and services in
meeting assessment
area(s) needs

Services (including where appropri-
ate, business hours) are tailored to
the convenience and needs of the
assessment area(s), particularly
low- and moderate- income geogra-
phies and/or individuals.

Services (including, where appropri-
ate, business hours) do not vary in
a way that inconveniences certain
portions of the assessment area(s),
particularly low- and moderate-
income geographies and/or indi-
viduals.

Services (including, where appropri-
ate, business hours) do not vary in
a way that inconveniences portions
of the assessment area(s), particu-
larly low- and moderate-income
geographies and/or individuals.

Services (including, where appropri-
ate, business hours) vary in a way
that inconveniences certain portions
of the assessment area(s), particu-
larly low- and moderate-income
geographies and/or individuals.

Services (including, where
appropriate, business hours)
vary in a way that signifi-
cantly inconveniences many
portions of the assessment
area(s), particularly low- and
moderate-income geogra-
phies and/or individuals.

Community
Development services

The institution is a leader in provid-
ing community development serv-
ices.

The institution provides a relatively
high level of community develop-
ment services.

The institution provides an adequate
level of community development
services.

The institution provides a limited level
of community development services.

The institution provides few,
if any, community develop-
ment services.
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CRA Ratings Matrix  Wholesale/Limited Purpose Institutions Community Development Test

Characteristic Outstanding Satisfactory Needs To Improve Substantial
Noncompliance

Investment, Loan, and Service Activity The institution has a high level of community
development loans, community development
services, or qualified investments, particu-
larly investments that are not routinely pro-
vided by private investors.

The institution has an adequate level of
community development loans, community
development services, or qualified invest-
ments, particularly investments that are not
routinely provided by private investors.

The institution has a poor level of community
development loans, community development
services, or qualified investments, particu-
larly investments that are not routinely pro-
vided by private investors.

The institution has few, if any,
community development
loans, community develop-
ment services, or qualified
investments, particularly
investments that are not
routinely provided by private
investors.

Investment, Loan, and Service Initia-
tives

The institution extensively uses innovative or
complex qualified investments, community
development loans, or community develop-
ment services.

The institution occasionally uses innovative
or complex qualified investments, commu-
nity development loans, or community de-
velopment services.

The institution rarely uses innovative or
complex qualified investments, community
development loans, or community develop-
ment services.

The institution does not use
innovative or complex quali-
fied investments, community
development loans, or com-
munity development services.

Responsiveness to
Community Development Needs

The institution exhibits excellent responsive-
ness to credit and community economic
development needs in its assessment
area(s).

The institution exhibits adequate respon-
siveness to credit and community economic
development needs in its assessment
area(s).

The institution exhibits poor responsiveness
to credit and community economic needs in
its assessment area(s).

The institution exhibits very
poor responsiveness to credit
and community economic
development needs in its
assessment area(s).
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Does institution have deposit-taking
branches in only 1 state?

Refer to Multistate Chart

Does institution have branches in more than 1
MSA within the state?

q Institution’s overall rating
q Provide conclusions, facts, and data sup-

porting each performance criteria within the
single MSA

q Institution’s overall rating
q Separate presentation of conclusions,

facts, and data supporting each per-
formance criteria test in each MSA
where the institution. has branches

NOTE:  Also need conclusions, facts, and data for any MSAs
not selected for examination using the full procedures and state
whether performance is consistent with the institution’s overall
rating.

Single State Chart
Prepared by Federal Reserve Board

NO

NO, single MSA

YES,
Multiple
MSAs

YES
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YES

Does the institution have deposit-taking
branches in 2 or more states?

Refer to Single State Chart

Does the institution have branches
in 2 states of a multi-state MSA?

q Institution’s overall rating
q Rating for each state where the institu-

tion has branches (adjusted for sepa-
rately rated multi-state MSA)

q Rating for each multi-state MSA where
the institution has branches in 2 or
more states

q Conclusions, facts, and data for each
MSA where the institution has
branches

q Conclusions, facts and data for the
statewide non metropolitan area.

q Institution’s overall rating
q State rating for each state where the institution has

branches
q Conclusions, facts, and data regarding performance

in each MSA where the institution has branches

NOTE:  Any State rating must also include a description of
how the exam was performed and a list of branches examined.
For MSA and non-MSA conclusions in the Performance
Evaluation, state whether the area was examined using the full
procedures and state whether performance is consistent with
performance in the state.

Multi-State Chart
Prepared by Federal Reserve Board

NO

NO, but branch
in more than 1
state

YES

q Institution’s overall rating
q State rating—for each state where the

institution has branches
q Conclusions, facts, and data for each

MSA where the institution has
branches

q Conclusions, facts and data for the
statewide non-MSA area where the
institution has branches

Are there
branches in MSAs
or non-MSAs?

If MSA and non-MSA

q Institution’s overall rating
q State rating for each state where the institution has

branches
q Conclusions, facts, and data for statewide non-

MSA area where the institution has branches
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Truth in Lending Act

Regulation Z 12 CFR 226

A. Open-End Credit, Subpart B

Early Disclosures: Credit Card Applications and Solicitations [Section 226.5a]

The creditor must disclose the items listed under Section 226.5a(b) on or with a solicita-
tion or an application to open a credit or charge card account.  Most of the disclosed items
must be provided in a prominent location in the form of a table with headings, content, and
format substantially similar to any of the applicable tables found at Appendix G of the
regulation. The other disclosures must be provided either in the table or clearly and con-
spicuously elsewhere on or with the application or solicitation.

Note special rules for disclosures in connection with:

1. Direct-mail applications and solicitations Section 226.5a(c)
2. Telephone applications and solicitations Section 226.5a(d)
3. Applications and solicitations made available to the general public Section 226.5a(e)

Early Disclosures: Home-Equity Plan Applications [Section 226.5b]

The creditor must provide (1) the disclosures set forth in Section 226.5b(d) (grouped to-
gether and segregated from all unrelated information) and (2) the home equity brochure
referenced in Section 226.5b(e) in connection with applications for open-end credit plans
secured by the consumer’s dwelling.  The disclosures and brochure must be provided at
the time the application is furnished to the consumer, or no later than three business days
after receiving a telephone application, an application from a magazine or other publica-
tion, or an application through an intermediary agent or broker.

Initial Disclosure Statement [Sections 226.5(b)(1) and 226.6]

The creditor must provide the initial disclosure statement containing the items described
in Section 226.6 before the first transaction is made under the open-end credit plan.

Periodic Statement [Sections 226.5(b)(2) and 226.7]

In connection with open-end credit transactions, the creditor must mail or deliver a peri-
odic statement for each billing cycle ending with a debit or credit balance of more than $1
or on which a finance charge has been imposed.  The periodic statement must be deliv-
ered at least 14 days prior to the date by which or the time period within which the new
balance (or any portion thereof) must be paid to avoid additional finance charges.  The
periodic statement must include the items specified in Section 226.7, to the extent appli-
cable.
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Disclosures: Supplemental Credit Devices and Additional Features [Section 226.9(b)]

If a creditor adds a credit feature or furnishes a credit device on the same finance charge
terms after 30 days following delivery of the initial disclosure statement, the creditor must
disclose that it is for use in obtaining credit under the terms previously disclosed before
the consumer uses the feature or device for the first time.

If a credit feature is added or a credit device furnished and the finance charge terms for
the feature or device differ from the those previously disclosed, the creditor must provide
the applicable disclosures from Section 226.6(a) before the consumer uses the new fea-
ture or device.

Change in Terms Notice [Section 226.9(c)(1) and (2)]

The creditor must provide a 15 day advance written notice to each consumer affected by a
change in any term disclosed in the initial disclosure statement or an increase in the re-
quired minimum periodic payment.  No notice is required in the case of late-payment
charges, over-the-limit charges, consumer default or delinquency, or any other related oc-
currences detailed in Section 226.9(c)(2).

Notice for Home-Equity Plans [Section 226.9(c)(3)]

If a creditor prohibits additional extensions of credit or reduces the credit limit applicable
to a home-equity plan (based on Section 226.5b(f)(3)(i) or (vi)), written notice of the action
must be mailed or delivered to each affected consumer not later than three business days
after the action is taken.  The notice must specify specific reasons for the action, and if
reinstatement of credit privileges must be requested by the consumer,  the notice must
state that fact.

Disclosures upon Renewal of Credit Card [Section 226.9(e)]

A card issuer that imposes any annual or other periodic fee for the renewal of a credit
card account (including fees based on account activity or inactivity) must mail or deliver
written notice of the renewal to the cardholder, containing the information and provided
within time frame set forth in Section 226.9(e).

Change in Credit Card Account Insurance Provider [Section 226.9(f)]

A card issuer must mail or deliver written notice of any intended change in the provider of
insurance for repayment of all or part of the outstanding balance of an open-end credit
card account not less than 30 days before the change occurs.  The notice must include
the items specified in Section 226.9(f)(1), as applicable. The card issuer must also pro-
vide written notice after the change, including certain additional information specified in
Section 226.9(f)(2), as applicable.  A combined notice may be provided if mailed or deliv-
ered not less than 30 days before the change.



Disclosures/Notices

Office of Thrift Supervision September 1999 Compliance Requirements-3

Liability of Cardholder for Unauthorized Use [Section 226.12(b)]

A cardholder may not be held liability for unauthorized use of a credit card unless the card
issuer has provided “adequate notice” of (1) the cardholder’s maximum potential liability
and (2) the means by which the card issuer may be notified of loss or theft of the card.
The notice must state that the cardholder's liability will not exceed $50 (or a lesser
amount) and that the cardholder may give oral or written notification. It must also describe
a means of notification, such as a telephone number, an address, or both.

“Adequate notice” means a printed notice that clearly lays out the pertinent facts so that
the cardholder may reasonably be expected to have noticed it and understood its mean-
ing.  It may be given by any means reasonably assuring receipt by the cardholder.

Notification to Card Issuer Regarding Unauthorized Use [Section 226.12(b)(3)]

A cardholder is considered to have furnished notification to a card issuer when reason-
able steps have been taken to provide the card issuer with the pertinent information about
the loss, theft, or possible unauthorized use of a credit card.  Notification may be given in
person, by telephone, or in writing.

Billing Error Notice [Section 226.13(b)]

A consumer may assert that the occurrence of a “billing error” (see Section 226.13(a) for
specific definition) by providing a written notice that (1) is received by the creditor within
60 days after transmission of the periodic statement reflecting the error; (2) enables the
creditor to identify the consumer’s name and account number; and (3) indicates the per-
ceived reasons that an error exists and the type, date and amount of the error.

Creditor Response to Billing Error Investigation [Section 226.13(c), (e), (f), and (g)]

The creditor must provide, within the required time periods, the appropriate notification(s)
to the consumer in response to a billing error notice following a reasonable investigation.
The type of notice(s) to be delivered depends upon whether the creditor determines that a
billing error has occurred as asserted or whether a different billing error or no billing error
has occurred.

Notice of Right to Rescind [Section 226.15]

In any transaction subject to rescission, the  creditor must deliver two copies of the notice
of the right to rescind to each consumer entitled to rescind which contains the information
and is in the format specified in Section 226.15(b).

Notice of Exercise of Right of Rescission [Section 226.15(a)]

To exercise the right to rescind, the consumer must notify the creditor of the rescission by
mail, telegram, or other means of written communication within the specified time period.
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Consumer’s Waiver of Right to Rescind [Section 226.15(e)]

The consumer may modify or waive the right to rescind if the consumer determines that
the credit extension is needed to meet a bona fide personal emergency by taking the fol-
lowing action: provide the creditor a dated written statement that describes the emer-
gency, specifically modifies or waives the right to rescind, and bears the signatures of all
the consumers entitled to rescind.

Use of Annual Percentage Rate in Oral Disclosure [Section 226.26(a)]

In response to a consumer’s inquiry about the cost of open-end credit, the creditor is al-
lowed to state only the annual percentage rate(s), except that the periodic rate(s) also
may be stated.

B. Closed-End Credit, Subpart C

Closed-End Credit Disclosures [Sections 226.17 and 18]

Prior to the consummation of a closed-end credit transaction, the creditor must provide the
disclosures required by Section 226.18 in a clear and conspicuous written form that the
consumer may keep.  The disclosures must be grouped together and may not contain any
unrelated information.

Early Good Faith Estimates of Disclosures [Section 226.19(a)]

In a residential mortgage transaction subject to RESPA, the creditor must make good faith
estimates of the disclosures required by Section 226.18 prior to consummation or must
mail or deliver them not later than three business days after receipt of the consumer's
written application, whichever is earlier.  Redisclosure is required at the time of consum-
mation under certain circumstances described in paragraph (a)(2).

Disclosures for Certain Variable Rate Transactions [Section 226.19(b)]

If the APR may increase after consummation of a transaction secured by the consumer’s
principal dwelling with a term greater than one year, the creditor must provide, at the time
of application or before the consumer pays a nonrefundable fee (whichever is earlier), the
following information detailed in Section 226.19(b): (1) the Consumer Handbook on Ad-
justable Rate Mortgages and (2) a loan program disclosure for each variable-rate program
of interest to the consumer containing the information described in Section 226.19(b)(2).

Disclosures for Refinancings [Section 226.20(a)]

New disclosures must be provided to a consumer in connection with any “refinancing.”  A
refinancing occurs when an existing obligation previously subject to Subpart C of Regula-
tion Z is satisfied and replaced by a new obligation undertaken by the same consumer.
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Disclosures for Assumptions [Section 226.20(b)]

Prior to the occurrence of an “assumption,” the creditor must make new disclosures to the
subsequent consumer, based on the remaining obligation.  An “assumption” occurs when
a creditor expressly agrees in writing with a subsequent consumer to accept that con-
sumer as a primary obligor on an existing residential mortgage transaction.

Notice of Right to Rescind [Section 226.23]

In a transaction subject to rescission, the  creditor must deliver two copies of the notice of
the right to rescind to each consumer entitled to rescind which contains the information
and is in the format specified in Section 226.23(b).

Notice of Exercise of Right of Rescission [Section 226.23(a)]

To exercise the right to rescind, the consumer must notify the creditor of the rescission by
mail, telegram, or other means of written communication within the specified time period.

Consumer’s Waiver of Right to Rescind [Section 226.23(e)]

The consumer may modify or waive the right to rescind if the consumer determines that
the credit extension is needed to meet a bona fide personal emergency by taking the fol-
lowing action: provide the creditor a dated written statement that describes the emer-
gency, specifically modifies or waives the right to rescind, and bears the signature of all
the consumers entitled to rescind.

Use of Annual Percentage Rate in Oral Disclosure [Section 226.26(b)]

In response to a consumer’s inquiry about the cost of closed-end credit, the creditor is al-
lowed to state only the annual percentage rate, except that a simple annual rate or peri-
odic rate may also may be stated if it is applied to an unpaid balance.

C.  Special Rules for Certain Home Mortgage Transactions, Subpart E

Disclosures for Certain Closed-End and Reverse Mortgages    [Section 226.31, 32 and 33]

Special disclosure requirements apply in the case of (i) certain closed-end home mort-
gages (where the APR or total points and fees payable by the consumer exceed a pre-
scribed amount) as described in Section 226.32 and (ii) reverse mortgages as defined in
Section 226.33.  The content of the disclosures for these two types of mortgages is de-
fined in Sections 226.32 and 226.33, respectively, and the form, timing and other aspects
of these disclosures are described in Section 226.31.
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Real Estate Settlement Procedures Act

Regulation X 24 CFR 3500

Special Information Booklet [Section 3500.6]

The lender must provide a copy of the special information booklet (as described in Sec-
tions 3500.2 and 3500.6) to a person from whom the lender receives or for whom the
lender prepares a written application for a federally related mortgage loan.  When two or
more persons apply together, the lender complies by giving the booklet to one of them.
The booklet must be mailed or delivered to the applicant not later than three business
days after the application is received or prepared.  However, if the application is denied
before the end of the three day period, the lender need not provide the booklet to the bor-
rower.  In addition, the lender does not have to provide the booklet in the case of: (i) refi-
nancing transactions; (ii) closed-end subordinate lien loans; (iii) reverse mortgages; and
(iv) any other mortgage loan not involving the purchase of a one- to four-family residential
property.

Good Faith Estimate [Section 3500.7]

The lender must provide all applicants with a good faith estimate (GFE) of the amount of
or range of charges for the specific settlement services the borrower is likely to incur in
connection with the settlement.  The GFE must contain the information specified in Sec-
tion 3500.7(c), and estimates must be made in good faith, reasonable, and based on ex-
perience in the locality of the mortgaged property.  In addition, if the lender requires use
of a particular provider of settlement services and requires the borrower to pay any portion
of the costs, the GFE must include additional information as specified in Section
3500.7(e). The form of the GFE is described in Section 3500.7(d).

The GFE must be mailed or delivered to the applicant not later than three business days
after the application is received or prepared.  However, if the application is denied within
the three day period, the GFE need not be provided.  In the case of open-end home equity
lines covered by Regulation Z, no GFE need be provided if disclosures required by 12
CFR 226.5b are provided at the time of application.

HUD-1/HUD-1A Settlement Statements [Sections 3500.8, 3500.9 and 3500.10]

The HUD-1 Settlement Statement must be used in every settlement involving a federally
related mortgage loan in which there is a borrower and a seller.  For transactions in which
there is no seller, such as a refinance or subordinate lien loan, the borrower’s side of the
HUD-1 or the HUD-1A form may be used.  The HUD-1 must itemize all charges imposed
on the borrower and seller by the lender, all sales commissions, and any other charges
which either the borrower or seller will pay at settlement.  Charges paid outside of settle-
ment are labeled as “P.O.C.” on the HUD-1 and are not included in computing totals. The
use of the HUD-1 or HUD-1A is exempted for open-end lines of credit (home equity plans)
covered by the Truth in Lending Act and Regulation Z.
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The completed HUD-1 or HUD-1A must be available for inspection by the borrower one
day prior to closing.  It must also be given to the borrower, seller and lender, or their
agents, no later than closing unless the right of delivery has been waived by the borrower,
in which case the HUD-1 must be mailed or delivered as soon as practicable.  If the bor-
rower is not represented at closing, the HUD-1 must be mailed or delivered as soon as
practicable.

Affiliated Business Arrangement Disclosure Statement [Section 3500.15]

An affiliated business arrangement is an arrangement in which a person in a position to
refer settlement service business has either an affiliate relationship with or an ownership
interest of more than one percent in a provider of settlement services, and such person
refers business to that provider or affirmatively influences the selection of that provider.

In order for this arrangement not to violate Section 8 of RESPA, certain conditions must
be met including a requirement that the person making the referral provides a written dis-
closure to the customer in the format set forth in Appendix D to Regulation X at the time of
referral or the time of application (if the provider is required by the lender).  The disclosure
is designed to (i) specify the nature of the relationship (explaining the ownership and fi-
nancial interest) between the parties giving and receiving the referral and (ii) describe the
estimated charge or range of charges generally made by the provider of settlement serv-
ices.

Initial Escrow Account Statement [Section 3500.17]

After conducting an initial escrow analysis to determine the amount of the borrower’s es-
crow payment at closing and for the first year, the lender must submit an initial escrow ac-
count statement to the borrower either at settlement or within 45 days after settlement.
When the statement is provided at closing, it may be incorporated into or attached to the
HUD-1 or HUD-1A Settlement Statement.  If the account is established after settlement,
the initial escrow statement must be provided within 45 days of establishing the account.
The statement must include the information specified in Section 3500.17(g) and should be
substantially in the format set forth in Section 3500.17(h).

Annual Escrow Statement [Section 3500.17]

For each escrow account, the servicer must submit an annual escrow statement to the
borrower within 30 days of the completion of the escrow computation year after conduct-
ing an escrow account analysis.  The escrow year begins with the borrower’s first pay-
ment.  The statement must contain all of the information set forth in Section 3500.17(i)
and should be substantially in the format set forth in Section 3500.17(j).  The annual es-
crow account statement is designed to provide an account history, reflecting the activity in
the account during the past year along with a projection of the activity in the account for
the next year.
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Notice of Shortage or Deficiency in Escrow Account [Section 3500.17(f)]

The servicer must notify the borrower at least once during the escrow account computa-
tion year if there is a shortage or deficiency in the escrow account.  The notice may be
part of the annual escrow account statement or it may be a separate document.

Servicing Disclosure Statement [Section 3500.21(b)]

Each person who applies for a covered loan must be provided with a servicing disclosure
statement which explains the process of transferring servicing rights and the ramifications
of the process on the applicant.  It primarily discloses information about the likelihood of
an assignment, sale or transfer of the loan.  The servicing disclosure statement should
contain the information specified in Section 3500.21(b).   The statement must be provided
at the time the application is submitted or within three business days after submission of
the application.   However, if the application is denied within the three day period, the
servicing disclosure statement need not be given to the applicant.  Each applicant or co-
applicant must sign an acknowledgment of receipt of the servicing disclosure statement
before settlement.

Notices of Transfer of Loan Servicing [Section 3500.21(d)]

If servicing is assigned, sold, or transferred, both the transferor and transferee servicers
must provide the borrower a written notice of transfer containing information specified in
Section 3500.21(d).  The transferor must deliver this notice at least 15 days before the
effective date of the transfer.  The transferee’s notice must be given no later than 15 days
after the effective date of the transfer.  Alternatively, the transferor and transferee may
use a combined notice if delivered at least 15 days before the effective date of the trans-
fer.  In limited situations specified in the Section 3500.21 (such as, for example, bank-
ruptcy proceedings against the servicer) the notice may be delivered by the transferor or
transferee no later than 30 days after the effective date of the transfer.

Home Mortgage Disclosure Act

Regulation C 12 CFR 203

Modified Loan/Application Register (LAR) [Section 203.5(c) and (d)]

The lender must make its LAR available for public inspection upon request after modifying
it to protect the privacy interests of applicants and borrowers by deleting: (1) the applica-
tion or loan number; (2) the date of receipt of the application; and (3) the date of action
taken.  The modified LAR must be available following the calendar year for which the data
relates, no later than March 31 for requests received on or before March 1 and within 30
days for requests received after March 1.  The lender must make its modified register
available for a three year period.
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Disclosure Statement [Section 203.5(b)]

The institution’s disclosure statement, prepared by the Federal Financial Institutions Ex-
amination Council (FFIEC), must be made available to the public for inspection and
copying at its home office within 3 business days after receiving it from the FFIEC.

In addition, the institution must do either one of the following:

• make the statement available in at least one office in each additional MSA where it has
offices within 10 business days of receipt from the FFIEC or

• • post the address for sending written requests for the statement in the lobby of each
branch office in an MSA where it has offices, and mail or deliver a copy of the state-
ment within 15 calendar days of receipt of a written request.

The lender must make the disclosure statement available to the public for a five year pe-
riod.

Lobby Notice [Section 203.5(e)]

The institution must post a general notice about the availability of its HMDA data in the
lobby of its home office and of each branch office located in an MSA.

National Flood Insurance Act

OTS Implementing Regulations 12 CFR 572

Standard Flood Hazard Determination Form [Section 572.6]

When an institution makes, increases, extends, or renews any loan secured by a building
or a mobile home and any personal property, it must use the standard flood hazard de-
termination form developed by FEMA to determine whether the building or mobile home
offered as security for the loan will be located in a Special Flood Hazard Area (SFHA) in
which flood insurance is available under the National Flood Insurance Act.

Notice to Borrower and Servicer [Section 572.9]

When an institution makes, increases, extends or renews a loan secured by a building or
a mobile home located or to be located in a SFHA, the institution must provide a written
notice to the borrower and servicer.  The notice must be provided regardless of whether
the property securing the loan is located in a participating or non-participating community.
The notice must contain:  (1) a warning that the building or mobile home is or will be lo-
cated in a SFHA; (2) a description of the flood insurance purchase requirements; (3) a
statement whether flood insurance coverage is available under the National Flood Insur-
ance Program and may also be available from private insurers; and, (4) a statement
whether federal disaster relief assistance may be available in the event of damage to the
building or mobile home caused by flooding in a federally declared disaster.
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The notice to the borrower must be delivered within a “reasonable” time before completion
of the transaction.  The notice to the servicer must be delivered as promptly as practicable
after the notice to the borrower, but no later than the time the institution transmits other
loan data concerning hazard insurance and taxes to the servicer.  A copy of the borrower
notice can satisfy the servicer notice requirement.

The regulations permit an alternate notice provision by which an institution may rely on
assurances from a seller or lessor that the seller or lessor has provided the requisite no-
tice to the purchaser or lessee.

Notice of Servicer’s Identity  [Section 572.10]

An institution must notify the Director of FEMA’s designee (e.g., the insurance carrier) of
the identity of the loan servicer and of any change in the servicer.  This notice must be
sent within 60 days after the effective date of the transfer of servicing.  The notice must be
sufficient for the insurance carrier to identify the property securing the loan and the new
servicer and its address.

Equal Credit Opportunity Act

Regulation B 12 CFR 202

Providing Appraisal Reports  [Section 202.5a]

A creditor must provide a copy of the appraisal report used in connection with an applica-
tion for credit to be secured by a lien on a dwelling, either as a matter of routine or upon
written request of the applicant who has been notified in writing of their right to obtain a
copy.  The notice of the right to receive a copy of the appraisal report must be given no
later than the notice of action taken under Section 202.9.  The creditor must mail or de-
liver a copy of the appraisal report generally within 30 days of the request.

Notification of Action Taken [Section 202.9(a)]

The creditor must notify an applicant of the action taken on a credit application, in accor-
dance with the requirements of Section 202.9.  The notification must be in writing and
must include a statement of the action taken, the name and address of the creditor, a
statement of the provisions of Section 701(a) of the ECOA (see Section 202.9(b)), the
name and address of the creditor’s federal regulator, and a statement of the specific rea-
sons for the action or the disclosure of the right to obtain such reasons.  Generally, the
notice must be provided within 30 days after receipt of a completed application.  The noti-
fication requirements for business credit applicants may vary somewhat as described in
Section 202.9(a)(3).

ECOA Notice  [Section 202.9(b)]

When providing a notification of action taken in connection with the requirements of Sec-
tion 202.9(a), the creditor must provide a statement of the provisions of Section 701(a) of
the ECOA that is substantially similar to the language contained in Section 202.9(b).
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Monitoring Information [Section 202.13]

A creditor must inform applicant(s) for a home mortgage loan that the federal government
requests information on race or national origin, sex, marital status and age for monitoring
purposes.  The creditor must also inform the applicant(s) that if they choose not to provide
the information, the creditor is required to note the race or national origin and sex on the
basis of visual observation or surname.

OTS Nondiscrimination Regulations 12 CFR 528.5

Equal Housing Lender Poster [Section 528.5]

The institution must maintain an Equal Housing Lender Poster (in the prescribed format
and containing the designated language) in the lobby of each of its offices in a prominent
place or places readily apparent to all persons seeking loans.

Electronic Fund Transfer Act

Regulation E 12 CFR 205

Initial Disclosures [Section 205.7]

At the time a consumer contracts for an electronic fund transfer (EFT) service or before
the first EFT is made involving a consumer’s account, an institution must provide certain
initial disclosures to the consumer concerning the terms, conditions, charges, liability, and
other matters outlined in Section 205.7(b) relating to the use of EFT service.  The disclo-
sures must be clear and readily understandable, in writing, and in a form the consumer
may keep.  See Appendix A of Regulation E for model disclosure forms.

Change in Terms Notice [Section 205.8(a)]

An institution must provide consumers with written notice at least 21 days before the ef-
fective date of any change in a term or condition required to be disclosed under Section
205.7(b) if the change would result in (1) increased fees, (2) increased liability, (3) fewer
types of available EFTs, or (4) stricter limits on the frequency or dollar amount of trans-
fers.  Prior notice need not be given if an immediate change is needed for security rea-
sons.

Error Resolution Notice [Section 205.8(b)]

For each account to or from which EFTs can be made, an institution must provide the
consumer annually (or in each periodic statement) with a description of the manner for re-
solving errors in connection with EFT services.   See Appendix A of Regulation E for
model forms.

Electronic Terminal Receipts [Section 205.9(a)]
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At the time an electronic transfer is initiated at an electronic terminal by a consumer, the
institution shall provide the consumer a written receipt showing the amount of the transfer,
date of transfer, type of transfer and account(s) accessed, location of terminal, and other
information outlined in Section 205.9(a). Note: the amount of the transfer may include a
transaction fee if the amount of the fee is disclosed on the receipt and displayed on or at
the terminal.

Periodic Statements [Section 205.9(b) & (c)]

For any account to or from which electronic fund transfers can be made, the institution
shall provide a monthly statement (quarterly, if no transfers have occurred or access is
limited to receipt of preauthorized transfers) including a record of each transfer made in
the period with date, accounts accessed, location and other information.

Passbook Entries [Section 205.9(c)]

For passbook accounts that only receive preauthorized transfers, the institution may sub-
stitute entry of information on presentation of the passbook by the consumer in place of
providing a periodic statement.

Notice for Preauthorized Transfers [Section 205.10]

Except where the payor provides positive notice to the consumer that a transfer has been
made to his account, the institution shall provide oral or written notice within two days or a
readily available telephone line that the consumer may call to confirm the status of a pre-
authorized transfer, as described in Section 205.10(a).

Preauthorized electronic fund transfers (EFTs) from a consumer’s account may be
authorized only by a writing signed or similarly authenticated by the consumer.  Consum-
ers may stop payment of a preauthorized EFT from their account by notifying the institu-
tion orally or in writing at least three business days before the scheduled date of the
transfer (and an institution may require written confirmation of a stop payment order within
14 days of oral notification).  Section 205.10(b) and (c).

Error Investigation Results and Correction [Section 205.11]

Within 10 days (or 45 days if provisional credit has been given), an institution must notify
the consumer of the results of the investigation of an alleged error and any required cor-
rection that was made.  If the institution determines that no error occurred or that an error
occurred in a manner or amount that is different from that described by the consumer, the
institution must include a written explanation of its findings and note the consumer’s right
to request the documents relied upon in making its decision.  Upon debiting a provision-
ally credited amount, the institution must (i) notify the consumer of the date and amount of
the debiting and (ii) notify the consumer that the institution will honor checks and preau-
thorized transfers for five business days after the notification.
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Expedited Funds Availability Act

Regulation CC 12 CFR 229

New Account Availability Disclosure [Sections 229.16(b) and 229.17]

Potential customers must be provided with a specific availability policy disclosure prior to
opening an account.  The content of this disclosure must follow the requirements of Sec-
tion 229.16 which describes the policy as to when funds deposited in an account are
available for withdrawal.

Requesting an Account Availability Disclosure [Section 229.18(d)]

An institution must provide a copy of its specific availability policy disclosure described in
Section 229.16 to any person, upon oral or written request.

Notice of Case-by-Case Holds [Section 229.16 (c)(1) and (2)]

An institution that has a policy of making deposited funds available for withdrawal sooner
than required by the regulation may extend the time when funds are available up to the
time periods allowed if:

(1) the institution provides notice of the possible extension of time for the withdrawal of
deposited funds on a case-by-case basis within its specific availability policy disclo-
sure as described in Section 226.16(c)(1); and

(2) the institution provides a written notice to the customer when it actually extends the
time when funds will be available on a case-by-case basis for withdrawal in the man-
ner prescribed by Section 229.16(c)(2).

Notice of Exception Hold [Section 229.13(g)]

An institution extending the time when funds will be available for withdrawal based on the
application of an exception contained in Section 229.13(b)-(f), must provide the depositor
with a written notice as described therein.  These exceptions include large deposits, rede-
posited checks, repeated overdrafts, reasonable cause to doubt collectibility, and emer-
gency conditions.

Deposit Slip Notice [Section 229.18(a)]

A notice must be included on all preprinted deposit slips furnished to customers which
provides that deposits may not be available for immediate withdrawal

Lobby Notice [Section 229.18(b)]

An institution must post a notice in a conspicuous place in each location where its em-
ployees accept deposits to consumer accounts which sets forth the time periods applica-
ble to the availability of funds deposited in a consumer account.
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Automated Teller Machine Notice [Section 229.18(c)]

An institution must post a notice at each ATM location that funds deposited in the ATM
may not be available for immediate withdrawal.

Institutions operating an off-premises ATM from which deposits are not removed more
than two times each week must disclose at or on the ATM the days on which deposits
made at the ATM will be considered received.

Notice of Changes in Policy [Section 229.18(e)]

An institution must deliver a notice to holders of consumer accounts at least 30 days prior
to implementing a change to its availability policy regarding such accounts, except that a
change resulting in expedited availability may be disclosed not later than 30 days after
implementation.

Notice of Nonpayment [Section 229.33(d)]

An institution receiving a returned check or notice of nonpayment must send notice to its
customer of the facts by midnight of the banking day following the banking day that it re-
ceived the returned check or notice, or within a longer reasonable time.

Truth in Savings Act

Regulation DD 12 CFR 230

Account Disclosures [Section 230.4(a) and (b)]

Account disclosures, containing the information required by Section 230.4(b), must be
provided to consumers before an account is opened or a service provided, whichever oc-
curs first.  The disclosures are required to be mailed or delivered no later than 10 busi-
ness days after an account is opened (or a service provided) if the consumer is not
present at such time.  Account disclosures must also be provided to consumers on re-
quest; if the consumer is not present, the disclosures must be mailed or delivered within a
reasonable time after the request is made.

Subsequent Disclosures for Changes in Terms [Section 230.5(a)]

Advance notice must be provided to affected consumers concerning changes in account
terms or the annual percentage yield (APY) that adversely affect the consumer.  The no-
tice is required to be mailed or delivered at least 30 calendar days before the effective
date of the change and should include the effective date of the change.

Notices of Maturity of Time Account [Section 230.5(b), (c), and (d)]

Institutions must provide notice of maturity of the following types of time accounts:

1. For time accounts with a maturity longer than one month that renew automatically, the
notice must be mailed or delivered at least 30 calendar days before maturity (or at
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least 20 calendar days before the end of a grace period lasting at least 5 calendar
days). The content of the notice must meet the requirements of Section 230.5(b).

2. For time accounts with a maturity of one month or less that renew automatically, the
notice must be mailed or delivered within a reasonable time after renewal.  The con-
tent of the notice must meet the requirements of Section 230.5(c).

3. For time accounts with a maturity of longer than one year that do not renew automati-
cally, the notice must be mailed or delivered at least 10 calendar days before maturity.
The content of the notice must meet the requirements of Section 230.5(d).

Periodic Statements [Section 230.6]

If an institution provides a periodic statement in connection with an account, the statement
must include certain disclosures specified in Section 230.6.  Special rules apply for insti-
tutions that use the average-daily-balance method.

Community Reinvestment Act

Regulation BB 12 CFR 563e

CRA Lobby Notice  [Section 563e.44]

The institution must provide a public notice in the lobby of its main office and each of its
branches.  The notice informs the public of the OTS’s obligation to evaluate the institu-
tion’s CRA performance and encourages public involvement. The contents of this notice
must follow the requirements of section 563e.44 and Appendix B of the regulation.

CRA Disclosure Statement [Section 563e.43(b)(1)(ii)]

The institution must place the CRA Disclosure Statement prepared for it by the OTS in its
public CRA file within three business days of its receipt.

Public Section of CRA Performance Evaluation [Section 563e.43(a)(2)]

The institution must place a copy of the public section of its most recent CRA Performance
Evaluation in its public CRA file within 30 business days after  receipt from the OTS.

HMDA Disclosure Statement  [Section 563e.43(b)(2)]

Institutions that are required to report home mortgage loan data pursuant to HMDA and
Regulation C must include in its public file a copy of its HMDA Disclosure Statement pro-
vided by the FFIEC for each of the prior two calendar years.  In addition, institutions that
elect to have the OTS consider the mortgage lending of an affiliate for any of these years
must include the affiliate’s HMDA Disclosure Statement for those years in its file.  The
statement(s) must be placed in the public file within three business days after its (their)
receipt.



COMPLIANCE REQUIREMENTS BY FUNCTIONAL AREA
Designations

Office of Thrift Supervision September 1999 Compliance Requirements-17

Bank Secrecy Act

BSA Implementing Regulations 31 CFR 103

12 CFR 563.177 and 563.180

Designated Person to Coordinate/Monitor BSA Compliance [12 CFR 563.177(c)(3)]

One of the four minimum components of an institution’s BSA Compliance Program must
include the designation of an individual(s) responsible for coordinating and monitoring
day-to-day compliance under the BSA.  The designation of the BSA Compliance Officer
must be approved by the board of directors and noted in the minutes of the institution.

Community Reinvestment Act

Regulation BB 12 CFR 563e

Wholesale or Limited Purpose Institutions [Section 563e.25(b)]

In order to receive a designation as a wholesale or limited purpose savings association,
an institution must file a request, in writing, with the OTS at least three months prior to the
proposed effective date of the designation.  If OTS approves the designation, it remains
effective either until it is revoked by the institution or one year after OTS notifies the insti-
tution that it is revoking the designation.

Assessment Area Delineation [Section 563e.41]

Each savings association must designate one or more assessment areas within which the
OTS evaluates its CRA performance.  The parameters for appropriately delineating an in-
stitution’s assessment area(s) are set forth in detail in Section 563e.41.
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Equal Credit Opportunity Act

Regulation B 12 CFR 202

Written Applications [Section 202.5(e)]

A creditor must take written applications for the types of credit covered by Section
202.13(a), i.e applications for credit related to the purchase or refinancing of a principal
residence secured by the residence.

Special-Purpose Credit Program  [Section 202.8(a)]

Special-purpose credit programs offered by a for-profit organization must be in writing.

OTS Nondiscrimination Regulations 12 CFR 528

Loan Underwriting Standards  [12 CFR 528.2a(b)]

An institution must provide a clearly written non-discriminatory statement of loan under-
writing standards to members of the public upon request, at each of its offices.

Expedited Funds Availability Act

Regulation CC 12 CFR 229

Procedures for Employee Training and Compliance [Section 229.19(f)]

An institution must establish and maintain procedures to ensure its compliance with the
regulation. It must also provide a statement of applicable portions of the procedures to
employees who perform tasks subject to the requirements of the regulation.

Bank Secrecy Act

BSA Implementing Regulations 31 CFR 103

12 CFR 563.177 and 563.180

Written BSA Compliance Program [Section 563.177(b) and (c)]

Institutions must establish and maintain a written compliance program (approved by the
board of directors and noted in the minutes of the institution) designed to assure and
monitor compliance with the BSA and its implementing regulations, that must include at a
minimum: (i) a system of internal controls, (ii) daily coordination and monitoring by a des-
ignated individual, (iii) independent testing of compliance, (iv) training for appropriate per-
sonnel.
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Community Reinvestment Act

Regulation BB 12 CFR 563e

Public File [Section 563e.43]

An institution must maintain a public file in accordance with Section 563e.43.  The public
file must include written comments received from the public, the public section of the most
recent CRA Performance Evaluation, a list of the institution’s branches, a map of each as-
sessment area, and other information about the institution’s operations and services as
described in Section 563e43.  Note variations in the requirements, depending upon
whether the institution is (a) “small” or “large”, (b) is required to report HMDA data, (c) has
a strategic plan, or (d) has less than a satisfactory rating.

The institution must make the file available to the public for inspection upon request and
at no cost.  A complete public file must be kept at the main office and, if the institution is
an interstate institution, at one branch office in each state.

The institution must make the following information publicly available at each branch: (1) a
copy of the most recent CRA Performance Evaluation and a list of services provided by
the branch and (2) within five days of a request from the public, a copy of all the informa-
tion in the public file relating to the assessment area where the branch is located.

Upon request an institution must provide copies of the information in its public file, either
on paper or electronically, whichever is acceptable to the person making the request pre-
fers.  The institution may charge a reasonable fee, not to exceed the cost of copying and
mailing.

Strategic Plans [Sections 563e.27 and .43(b)(4)]

For institutions opting to have their CRA performance assessed under an approved stra-
tegic plan, the institution must include the plan in its public file.  An institution need not
include information submitted to OTS on a confidential basis in conjunction with the plan.
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Truth in Lending Act

Regulation Z 12 CFR 226

Record Retention [Section 226.25]

The creditor is required to retain evidence of compliance with the regulation (other than
the advertising requirements of Sections 226.16 and 226.24) for two years after the date
the disclosures are required to be made or action is required to be taken. The record re-
tention period may be extended in the event that enforcement proceedings are initiated
against the institution.

Although not specified in the regulation, maintenance of other notices and disclosures
such as the Servicing Transfer Notice and the Good Faith Estimate for a five year period
is recommended.

Real Estate Settlement Procedures Act

Regulation X 24 CFR 3500

Record Retention

The lender must retain each completed HUD-1 or HUD-1A and related documents for five
years after settlement.  [Section 3500.10(e)]

Documents provided pursuant to Section 3500.14 (Prohibition Against Kickbacks and Un-
earned Fees) must be retained for five years from the date of execution.  [Section
3500.14(h)]

Documents provided pursuant to Section 3500.15 (Affiliated Business Arrangements)
must be retained for five years after the date of execution.  [Section 3500.15(d)]

Each servicer must keep records reflecting the handling of each borrower’s escrow ac-
count for a period of at least five years after the servicer last serviced the escrow account.
[Section 3500.17(l)]

The applicant’s signed acknowledgment of the Servicing Disclosure Statement must be
retained for five years after the date of settlement. [Section 3500.21(c)]

Although not specified in the regulation, maintenance of other notices and disclosures
such as the Servicing Transfer Notice and Good Faith Estimate for a five year period is
recommended.
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Home Mortgage Disclosure Act

Regulation C  12 CFR 203

Record Retention [Section 203.5]

A copy of the Loan Application Register (LAR) must be retained for a period of at least 3
years.

The modified LAR must be available to the public for a period of 3 years.

The disclosure statement must be available to the public for a period of 5 years.

Flood Disaster Protection Act

OTS Implementing Regulations 12 CRF 550

Form and Notices  [12 CFR 572.6, 572.9]

An institution must retain copies of completed Standard Flood Hazard Determination
Forms, in either hard copy or electronic form, for as long as it owns the loan.

An institution must retain a record of the receipt of the notices by the borrower and the
servicer for as long as it owns the loan.  The record of receipt should contain a statement
from the borrower indicating that the borrower has received the notice; for example, a bor-
rower’s signed acknowledgment on a copy of the notice.  The record of receipt may be
kept in the form that best suits the institution’s business, but must be retrievable within a
reasonable period of time.

Equal Credit Opportunity Act

Regulation B 12 CFR 202

Record Retention [Section 202.12]

Applications, supporting information and required notifications generally must be retained
for 25 months (12 months for business credit) from date of the notice of action taken.  A
longer retention period may apply if an investigation or enforcement proceeding is under-
way.  Special rules apply in the case of certain business-credit transactions and self-tests.
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Electronic Fund Transfer Act

Regulation E 12 CFR 205

Record Retention [Section 205.13(b)]

The institution must retain evidence of compliance with the requirements of the Act and
Regulation E for a period of not less than two years from the date disclosures are required
to be made or action is required to be taken.  The period may be extended in the event of
an investigation, action, or proceeding.

Expedited Funds Availability Act

Regulation CC 12 CFR 229

Record Retention [Section 229.21(g)]

An institution must retain evidence of compliance with the regulation for at least two years.
This record-retention period may be extended in the event of civil actions and enforce-
ment proceedings brought against the institution.

Truth in Savings Act

Regulation DD 12 CFR 230

Record Retention [230.9(c)]

An institution must retain evidence of compliance with the regulation for at least two years.
The record retention period may be extended in the event that enforcement proceedings
are initiated against the institution.

Bank Secrecy Act

BSA Implementing Regulations 31 CFR 103

Monetary Instruments Recordkeeping  ($3,000 to $10,000) [31 CFR 103.29]

The institution must maintain records of the issuance or sale of monetary instruments
(bank check or draft, cashier’s check, money order or traveler’s check) involving currency
in amounts of $3,000 to $10,000, with supporting information as prescribed by Section
103.29(a).  Verify that purchaser is a deposit accountholder or verify purchaser’s identity
in the manner described at Sections 103.29(a)(1) and 103.29(a)(2).

Contemporaneous purchases of the same or different types of instruments totaling $3,000
or more must be treated as one purchase.  Also multiple purchases totaling $3,000 or
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more must be treated as a single purchase where the officer or employee has knowledge
that these multiple purchases occurred.

Records of Persons with Financial Interests in Foreign Accounts [31 CFR 103.32]

Records of accounts required to be reported to the IRS pursuant to 31 CFR 103.24
(Reports of Foreign Financial Accounts) must be retained by each person having a finan-
cial interest in or signature or other authority over any such account.  These records must
contain the information prescribed by Section 103.32.

Extensions of Credit and Currency Transfers [31 CFR 103.33(a)- (c)]

The institution must maintain a record of each extension of credit in excess of $10,000,
except when the extension is secured by an interest in real property.  The record must
contain the name and address of the person to whom the extension of credit is made, and
the amount, nature or purpose, and date of the credit. (31 CFR 103.33(a))

The institution must maintain a record of each advice, request, or instruction received or
given regarding any transaction resulting in the transfer of currency or other monetary in-
struments, funds, checks, investment securities, or credit of more than $10,000 to or from
any person, account, or place outside the United States.  A record must also be main-
tained if the transaction is later canceled if the record is “normally made.” (31 CFR
103.33(b))

The institution must maintain a record of each advice, request, or instruction given to an-
other financial institution or other person located within or without the United States, re-
garding a transaction intended to result in the transfer of funds, or of currency, other
monetary instruments, checks, investment securities, or credit, of more than $10,000 to a
person, account or place outside the United States. (31 CFR 103.33(c))

Records of Wire (Funds) Transfer [31 CFR 103.33(e) and (g)]

Financial institutions are required to collect and retain the information specified in Section
103.33(e) and (g) in connection with all wire (funds) transfers of $3,000 or more. The in-
formation to be collected and retained depends upon: (1) the type of financial institution,
(2) its role in the wire transfer (originator, intermediary, or beneficiary), (3) the amount of
the wire transfer, and (4) the relationship of the parties to the transaction with the financial
institution.  Certain exemptions to the recording requirements are described at Section
103.33(e)(6).  Note specific requirements on retrievability of information set forth in Sec-
tion 103.33(e)(4).

Additional Records [31 CFR 103.34]

The institution must keep a record of each customer’s taxpayer identification number, for
each certificate of deposit sold or redeemed, or each deposit or share account opened.
Section 103.34(a) contains a number of exceptions, such as for Federal, state or local
governments and certain public officials.  It also provides alternative methods of comply-
ing with the recordkeeping requirements if the institution is unable to obtain the number.
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The regulations require a financial institution to keep a number of specific documents re-
lating to deposit accounts and currency transfers.  For example, the institution must keep
each document granting signature authority over each deposit account and each state-
ment, ledger card, or other record of each deposit account.

Record Retention Period [31 CFR 103.38]

All records required to be retained by Part 103 must be retained for a period of 5 years.
Records required by Subpart C to be retained may be those made in the ordinary course
of business by an institution.  If no record is made in the ordinary course of business in
connection with any transaction where records are required to be retained, a record must
be prepared in writing by the institution.

All records retained by Part 103 must be filed or stored in such a way as to be accessible
within a reasonable period of time, taking into consideration the nature of the record, and
the amount of time expired since the record was made.  Note that Section 103.33 contains
specific requirements on retrievability in connection with information that must be retained
in connection with wire (funds) transfers.  Note also that Section 103.34 requires the in-
stitution to retain either the original or a microfilm or other copy or reproduction of each
required record.

Community Reinvestment Act

Regulation BB 12 CFR 563e

Data Collection and Maintenance [Section 563e.42]

Savings associations, other than small savings associations, must collect and maintain in
machine readable form, certain data relating to its small business or small farm loan origi-
nations and purchases until the completion of its next CRA examination, as specified in
Section 563e.42(a).  In addition, institutions are allowed to collect and maintain certain
additional information related to other types of lending, including data on consumer loans,
affiliate lending, and consortium or third party lending, as specified in Section 563e.42(c),
(d) and (e).
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Truth in Lending Act

Regulation Z 12 CFR 226

Open-End Credit Advertising Requirements [Section 226.16]

The basic components of the open-end credit advertising requirements are as follows:

Available Terms  Advertisements may only state those credit terms that actually are or
will be available.

Triggering Terms  If any of the terms required to be disclosed under Section 226.6
(Initial Disclosure Statement) is included in an advertisement, the advertisement must
also clearly and conspicuously set forth (i) any minimum, fixed, transaction, activity or
similar charge that may be imposed; (ii) any applicable periodic rate (and if the plan
provides for a variable period rate, that fact must be disclosed); and (iii) any member-
ship or participation fee that could be imposed.

Catalogues and multiple-page advertisements  If a catalogue or multiple-page adver-
tisement that gives information in a table or schedule in sufficient detail to allow deter-
mination of the disclosures required by paragraph (b) of Section 226.16, it will be
considered a single advertisement if the table or schedule is clear and conspicuous
and any Section 226.6 terms appearing elsewhere clearly refer to the page on which
the table or schedule begins.

Additional requirements for home equity plans  Describes requirements for home equity
plans relating to: (i) advertisement of terms requiring additional disclosure (triggering
terms); (ii) discounted and premium rates; (iii) balloon payments; (iv) tax implications;
and (v) misleading terms.

Closed-End Credit Advertising Requirements [Section 226.24]

The basic components of the closed-end credit advertising requirements are as follows:

Available Terms  Advertisements may only state those credit terms that actually are or
will be available.

Advertisement of Rate of Finance Charge  If a credit advertisement states a rate of fi-
nance charge, it must sate the rate as an “annual percentage rate” using that term.  If
the APR may be increased after consummation, that fact must be stated.  The adver-
tisement may also state a simple annual rate or periodic rate in conjunction with, but
not more conspicuously than, the APR.

Triggering Terms  If an advertisement sets forth: (i) the amount or percentage of any
downpayment, (ii) the number of payments or period of repayment; (iii) the amount of
any payment; or (iv) the amount of any finance charge, the following terms must also be
included in the advertisement: (a) the amount or percentage of the downpayment, (b)
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the terms of repayment, (c) the “annual percentage rate,” using that term and the fact
that the rate may be increased after consummation (if applicable).

Catalogues and multiple-page advertisements  If a catalogue or multiple-page adver-
tisement that gives information in a table or schedule in sufficient detail to allow deter-
mination of the disclosures required by paragraph (c)(2) of Section 226.24, it will be
considered a single advertisement if: (i) the table or schedule is clearly set forth and (ii)
any statement of the credit terms in paragraph (c)(1) of Section 226.24 appearing else-
where in the catalogue or advertisement clearly refers to the page on which the table or
schedule begins.

Equal Credit Opportunity Act

Regulation B 12 CFR 202

No Discouraging Applications on a Prohibited Basis [Section 202.5]

A creditor is not permitted to make statements that discourage applicants or prospective
applicants on a prohibited basis from making or pursuing an application.

OTS Nondiscrimination Regulations 12 CFR 528

Nondiscriminatory Advertising [Section 528.4]

An institution may not directly or indirectly engage in any form of advertising which implies
or suggests a policy of discrimination or exclusion in violation of the FHA, the ECOA, or
the nondiscrimination requirements of 12 CFR 528 et seq.  Advertisements, other than for
savings, must include a facsimile of the prescribed equal housing lender logotype and
legend.

Electronic Fund Transfer Act

Regulation E 12 CFR 205

Unsolicited Distribution of Access Devices [Section 205.5(b)]

An institution may distribute an access device to a consumer on an unsolicited basis pro-
vided that the device is not validated, required disclosures are made and the device may
be validated only in response to the consumer’s oral or written request.  In addition, the
access device must be accompanied by a clear explanation that the device is not vali-
dated and how the consumer may dispose of it if validation is not desired.
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Truth in Savings Act

Regulation DD 12 CFR 230

Advertising Requirements [Section 230.8]

Advertisements, defined as commercial messages in any medium that directly or indirectly
promote the availability of, or a deposit in, an account, must meet certain regulatory re-
quirements. Specifically, advertisements: (i) may not be misleading or inaccurate; (ii) must
state rates of return as APY; (iii) must include additional disclosures if APY is stated; (iv)
must provide additional information if a bonus is stated; and (v) may utilize abbreviated
disclosure rules if advertisement is made through certain types of media.

In addition, the word “profit” may not be used in referring to interest paid on an account,
and advertisements are not permitted to refer to or describe an account as “free” or “no
cost” if any maintenance or activity fee may be imposed on the account.

OTS Advertising Regulation 12 CFR 563

Advertising [Section 563.27]

Savings associations are not permitted to use advertising or make any representation
which is inaccurate in any particular or which in any way misrepresents its services, con-
tracts, investments, or financial condition.
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Home Mortgage Disclosure Act

Regulation C 12 CFR 203

Reporting Requirements [Section 203.5(a)]

The lender must submit its complete loan application register (LAR) in the prescribed
electronic format to  the OTS by March 1 following the calendar year for which the loan
data is compiled.

Equal Credit Opportunity Act

Regulation B 12 CFR 202

Reporting Credit Information  [Section 202.10]

A creditor reporting credit information to a consumer reporting agency or in response to a
credit inquiry concerning an account designated to reflect the participation of both
spouses, must furnish the information in a manner that enables access to or provides the
information for the particular spouse in question.

Bank Secrecy Act

BSA Implementing Regulations 31 CFR 103

12 CFR 563.177 and 563.180

Currency Transaction Reports [31 CFR 103.22]

The institution must file with the IRS a completed Currency Transaction Report (CTR)
(IRS Form 4789) for each transaction in currency (deposit, withdrawal, exchange or other
payment or transfer) of more than $10,000 within 15 days after the date of the transaction.
Multiple transactions totaling more than $10,000 during any one business day are treated
as a single transaction if the institution has knowledge that they are by or on behalf of any
person.  Certain types of currency transactions, such as those involving “exempt persons”
or those generated by particular retail or commercial customers meeting specified criteria
for exemption, need not be reported.  However, designations of “exempt persons” are
made by filing IRS Form 4789, with the appropriate information provided. The exemption
filings vary by customer type as described in Section 103.22.

Note:  For any transaction requiring a CTR, the institution must verify and record the
name and address of the individual presenting the transaction, and record the identity,
account number, and social security number (if any) of any person or entity on whose be-
half the transaction is undertaken.
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Currency and Monetary Instrument Report [31 CFR 103.23]

The institution must file, with the appropriate U.S. Customs officer or the Commissioner of
Customs, a completed Currency and Monetary Instrument Report (CMIR) (U.S. Customs
Form 4790) for each shipment of currency or other monetary instrument(s) in excess of
$10,000 out of or into the U.S. except via the postal service or common carrier.  For
transport into or out of the U.S., the CMIR should be filed at the time of entry into or de-
parture from the U.S.  For receipt from outside the U.S. (where no report was filed), the
CMIR should be filed within 15 days of receipt of the monetary instruments.

Reports of Foreign Financial Accounts [31 CFR 103.24]

Each person subject to U.S. jurisdiction with a financial interest in, or signature authority
over, a bank, securities, or other financial account in a foreign country must file a Report
of Foreign Bank Financial Accounts (Treasury Form 90-22) concerning such relationship
with the IRS on an annual basis.

Suspicious Activity Report [31 CFR 103.21]

The institution must file a completed Suspicious Activity Report (OTS SAR Form 1601) for
any transaction involving $5,000 or more when the institution knows, suspects, or has
reason to suspect that a transaction: (i) involves money laundering; (ii) is designed to
evade regulations promulgated under the BSA; or (iii) has no business or apparent lawful
purpose or is not the type that the customer would normally be expected to undertake.
The SAR must be sent to the Financial Crimes Enforcement Network (FinCEN) at the
Treasury Department within 30 days after the initial detection of facts giving rise to an
SAR filing.  (Note that if no suspect was initially identified, filing may be delayed for an
additional 30 calendar days to identify a suspect).

Community Reinvestment Act

Regulation BB 12 CFR 563e

Reporting Requirements [Section 563e.42(b)]

A “large” institution must report certain data annually by March 1 to the OTS in machine
readable form covering: (1) all small business and small farm loans originated or pur-
chased by the institution; (2) the aggregate number and dollar amount of community de-
velopment loans originated or purchased; and (3) certain additional information for
institutions subject to HMDA.  The specific form of the data that must be submitted by the
institution is described in detail in Section 563e.42.
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Truth in Lending Act

Regulation Z 12 CFR 226

Administrative Enforcement [TILA Section 108]

The TILA authorizes federal regulatory agencies to order financial institutions to make
monetary or other adjustments to the accounts of consumers where the finance charge or
APR was inaccurately disclosed.  The Act generally requires the agencies to order resti-
tution when the understatement of the APR or finance charge results from a clear and
consistent pattern or practice of violations, gross negligence, or a willful violation intended
to mislead the consumer.

The Joint Notice of Statement of Interagency Enforcement Policy, issued on July 11,
1980, summarizes and explains the reimbursement provisions of the TILA.  It also de-
scribes corrective actions that the agencies believe will be appropriate and generally in-
tend to take in situations where the act gives the agencies the authority to take equitable
remedial action.  If a creditor does not voluntarily correct violations, the agencies will util-
ize their cease-and-desist authority to require correction.

Criminal Liability [TILA Section 112]

Anyone who willingly and knowingly fails to comply with any requirement of the TILA will
be fined not more than $5,000 or imprisoned not more than one year, or both.

Civil Liability [TILA Sections 130 and 131]

If a creditor fails to comply with any requirements of the TILA, other than with the adver-
tising provisions, it may be held liable to the consumer for actual damages and court costs
and reasonable attorney fees.  The creditor may also be held liable for other damages
arising out of individual or class actions if certain requirements of the TILA are violated.

Real Estate Settlement Procedures Act

Regulation X 24 CFR 3500

Failure to comply with RESPA Section 8 Prohibitions [Sections 3500.14, .15, .19]

Liability for failure to comply with RESPA Section 8 (24 CFR Sections 3500.14, 3500.15,
and 3500.19) prohibition against kickbacks and unearned fees: (1) a fine of not more than
$10,000 or imprisonment for not more than one year, or both; (2) civil liability equal to
three times the amount of any charge paid for such settlement service; and (3) the possi-
bility that court costs and attorney’s fees can be recovered.

Failure to comply with mortgage loan servicing provisions [Section 3500.21]

Liability for failure to comply with any provision of Section 6 of RESPA (24 CFR 3500.21)
involving the mortgage servicing transfers:
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(1) In the case of an individual action, an amount equal to the sum of:

A. Actual damages;
B. Additional damages as the court may allow, in the case of a pattern or practice of

non-compliance, not to exceed $1,000;
C. The costs of the action and any reasonable attorney’s fees incurred in connection

with the action may also be awarded.

(2) In the case of a class action, an amount equal to the sum of:

A. Actual damages;
B. Additional damages as the court may allow, in the case of a pattern or practice of

non-compliance, in an amount not greater than $1,000 for each member of the
class, but not to exceed the lesser of $500,000 or 1% of the net worth of the serv-
icer;

C. The costs of the action and any reasonable attorney’s fees incurred in connection
with the action may also be awarded.

Failure to submit Escrow Account Statements [Section 3500.17]

Liability under Section 10 of RESPA (24 CFR 3500.17) for failure to submit to a borrower
an initial or annual escrow account statement as required:

The lender or escrow servicer is subject to a civil penalty of $55 for each such failure.
The total amount imposed on a lender or escrow servicer for inadvertent failures during
any 12 month period may not exceed $110,000.  Intentional violations are subject to a
penalty of $110 for each failure, with no limit on the total amount of the penalty.

Liability for Directing use of a Particular Title Company [Section 3500.16]

Liability under Section 9 of RESPA (24 CFR 3500.16) for lenders holding legal title to
property being sold who directly or indirectly require the borrower to purchase title insur-
ance from any particular title company as a condition for selling the property:

Three times all charges made for such title insurance to the buyer.

Home Mortgage Disclosure Act

Regulation C 12 CFR 203

Administrative Enforcement [Section 203.6]

Violations of Regulation C are subject to administrative sanctions as provided in Section
305 of the Act, including the imposition of civil money penalties, where applicable.
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National Flood Insurance Act

Failure to Comply With Statutory Requirements [42 USC 4012a(f) and (g)]

The National Flood Insurance Act, as amended, provides for the assessment of civil
money penalties for violations of the purchase, escrow, notice or forced placement re-
quirements.  If an institution is found to have a pattern or practice of committing violations
of those requirements, the appropriate Federal supervisory agency shall assess civil
money penalties in an amount not to exceed $350 per violation, with the total amount
against any one institution not to exceed $100,000 in any calendar year.

In addition, the Act provides that the appropriate Federal supervisory agency may require
an institution to take such remedial actions as are necessary to ensure that it complies
with the national flood insurance program if the agency determines that: (1) the institution
has engaged in a pattern and practice of noncompliance in violation of the regulatory re-
quirements (i.e.,12 CFR Part 572); and, (2) the institution has not demonstrated measur-
able improvement in compliance despite the assessment of civil money penalties.

Equal Credit Opportunity Act

Regulation B 12 CFR 202

Administrative Enforcement Authority  [Section 202.14]

The OTS may enforce the ECOA and Regulation B against savings associations under
Section 8 of the Federal Deposit Insurance Act.  When the OTS has a reason to believe
that an institution has engaged in a pattern or practice of discrimination in violation of the
ECOA, the matter must be referred to the Department of Justice.

Penalties and Liabilities [Section 202.14]

Regulation B provides actual damages and punitive damages of up to $10,000 in individ-
ual lawsuits and up to the lesser of $500,000 or one percent of the institution’s net worth
in class action suits.  Court costs and reasonable attorney fees may also be awarded to
an aggrieved applicant in a successful action.

Fair Housing Act/OTS Nondiscrimination Regulations

Enforcement  [Sections 810, 813 and 814 of the FHA]

An aggrieved person may pursue remedies for discrimination under the FHA either before
an administrative tribunal or in federal court.  Administrative remedies may include per-
manent or temporary injuctions, restraining orders, or other relief including monetary
damages and civil penalties.  In civil actions, the court may grant relief as it deem appro-
priate, including any permanent or temporary injunction, temporary restraining order, or
other similar remedy.  The court may also award actual and punitive damages.  In addi-
tion, the Attorney General may bring a civil action against any person(s) when reasonable
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cause exists to believe such persons(s) are engaged in a pattern or practice of resistance
to the full enjoyment of any of the rights granted by the Fair Housing Act.

Electronic Fund Transfer Act

Regulation E 12 CFR 205

Civil Liability [EFTA Section 915]

An institution may be liable under the Act for (1) actual damages and statutory damages
between $100 and $1,000 in the case of individual actions or (2) actual damages and
statutory damages up to the lesser of $500,000 or 1% of the institution’s net worth in the
case of class action suits.  In both successful individual and class actions, court costs and
reasonable attorney fees may be recovered by the consumer.

Criminal Liability [EFTA Section 916]

Criminal penalties run from a $5,000 fine and one year’s imprisonment for knowing and
willful failures to comply with the EFTA, to a $10,000 fine and 10 year’s imprisonment for
the fraudulent use of a debit instrument.

Expedited Funds Availability Act

Regulation CC 12 CFR 205

Civil Liability [Section 229.21; Section 229.38]

Civil liability may be imposed against an institution for failure to comply with the regulatory
requirements in an amount equal to actual damages sustained, additional amounts of up
to $1,000 per individual action, and reasonable attorney’s fees.  In the case of a class ac-
tion, recovery may not exceed the lesser of $500,000 or one percent of the net worth of
the bank.

Civil liability may also be imposed in the check collection process for failure to exercise
ordinary care and act in good faith.  A paying bank faces liability for the failure to make
timely return of a check.

Truth in Savings Act

Regulation DD 12 CFR 230

Civil Liability [Section 230.9]

An institution failing to comply with the regulatory requirements may be liable in an
amount equal to the actual damages sustained and, (i) in the case of an individual action,
a civil money penalty of not less than $100 or more than $1,000 or, (ii) in the case of a
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class action, total damages of not more than the lesser of  $500,000 or 1 percent of the
net worth of the institution.  Reasonable attorneys’ fees may also be awarded.

Bank Secrecy Act

BSA Implementing Regulations 31 CFR 103

12 CFR 563.177 and 563.180

Enforcement [31 CFR 103.46]

The Secretary of the Treasury has overall authority for enforcement and compliance under
Part 103.  Authority to examine institutions to determine compliance with the requirements
of Part 103 is delegated to the financial regulatory agencies.

Civil and Criminal Penalties [31 CFR 103.47 and 49]

Civil penalties of up to $100,000 can be assessed against an institution and participating
directors, officers, or employees, depending on such factors as the size of the transaction
and whether the violation was willful.  Criminal penalties to both the institution and indi-
viduals involved may include fines of up to $500,000 and up to 10 years in prison for
those involved in willful violations and/or in patterns of illegal activity.

Community Reinvestment Act

Regulation BB 12 CFR 563e

Effect of CRA Performance on Applications [Section 563e.29]

The OTS takes into account, among other factors, an institution’s record of performance
under CRA when considering an application by the institution for: (1) establishing a do-
mestic branch or other facility that would be authorized to take deposits; (2) the relocation
of the main office or a branch; (3) the merger or consolidation with or the acquisition of the
assets or assumption of the liabilities of an institution requiring OTS approval under the
Bank Merger Act; (4) a Federal thrift charter; and (5) acquisitions subject to Section 10(e)
of the Home Owners’ Loan Act.



APPENDIX

COMPLIANCE CHECKLISTS

Law/Regulation Covered Beginning Page of Checklist

Advertising...................................................................................................................................... 1

Bank Protection Act........................................................................................................................ 3

Bank Secrecy Act............................................................................................................................ 5

Branch Closing Policy ................................................................................................................... 15

Consumer Leasing Act .................................................................................................................. 17

Economic Sanctions ...................................................................................................................... 19

Electronic Fund Transfer Act ........................................................................................................ 21

Equal Credit Opportunity Act; Fair Housing Act; and
OTS Nondiscrimination Regulations.............................................................................................. 27

Expedited Funds Availability Act................................................................................................... 31

Fair Credit Reporting Act.............................................................................................................. 39

Fair Debt Collection Practices Act................................................................................................. 41

Home Mortgage Disclosure Act .................................................................................................... 43

Interest on Deposits ...................................................................................................................... 45

National Flood Insurance Act ........................................................................................................ 47

Real Estate Settlement Procedures Act.......................................................................................... 49

Right to Financial Privacy Act ....................................................................................................... 53

Truth in Lending Act..................................................................................................................... 55

Truth in Savings Act ..................................................................................................................... 67

Unfair or Deceptive Acts............................................................................................................... 71



ADVERTISING
Checklist

Office of Thrift Supervision September 1999 APPENDIX-1

Yes No

1. Do the savings association’s
advertisements accurately and fairly
represent its” [§563.27]

a. services?

b. contracts?

c. investments?

d. financial condition?

2. Is the savings association properly
displaying the FDIC’s official sign for
insured savings associations at its
applicable offices and branches
[§ 328.4(a) of the FDIC’s regulations]?

The following questions relate specifically
to advertising of debt securities
[§563g and TB 31-2]

3. Does the content of the media ads, sales
literature and other forms of publicity
relating to the offering of a debt security
require a filing and review by the Board?

4. If the communication is exempt from filing,
does it contain the required disclosures and
information?

Yes No

5. If the savings association sells its securities
“over-the-counter,” do all communications
make disclosures that:

a. The security is not federally insured?

b. An investment in such debt security is
subject to certain “investment
considerations” and “risk factors?”

c. Certain tax consequences could result
if the investor will receive a “Cash
Bonus” or “Cash Premium” by
purchasing the security?

d. Potential investors should obtain and
read a copy of the offering circular
before making an investment in the
securities?

6. Does the savings association’s publicity of
“over-the-counter” securities make any
comparison or reference to insured
accounts if offers?

7. Do the savings association’s
communications make any statements that
imply the debt security is likely to remain
outstanding until maturity?
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Yes No

1. Has the board of directors designated a
security officer? [§ 568.2]

2. Does the institution have a written security
program for each of its offices, and has it
been approved by the board of directors?
[§ 568.2]

3. Does the institution’s security program:
[§ 568.3(a)(1-4)]

a. Establish procedures for opening and
closing for business?

b. Establish procedures for the
safekeeping of all currency,
negotiable securities, and similar
valuables at all times?

c. Establish procedures that will assist in
the identification of persons that
commit crimes against the institution,
and that will preserve evidence that
may aid in their identification and
prosecution?

d. Provide for initial and periodic training
of officers and employees in their
responsibilities under the security
program, and in proper employee
conduct during and after a burglary,
robbery, or larceny?

e. Provide for selecting, testing,
operating and maintaining the security
devices listed below in question 4?

4. Does the institution have the following
security devices: [§ 568.3(b)(1-4)]

a. A means of protecting cash and other
liquid assets, such as a vault, safe or
other secure space?

b. A lighting system for illuminating,
during darkness, the area around the
vault or other secure space?

c. Tamper-resistant locks on exterior
doors and windows that may be
opened?

Yes No

d. An alarm system, or other appropriate
device, for promptly notifying the
nearest responsible law enforcement
officers of an attempted robbery,
burglary, or larceny?

5. Does the institution have such other
devices as the security officer determines
to be appropriate? [§568.3(b)(5)]

Were the following considered in the
determination by the security officer, as
appropriate: [§ 568.3(b)(5)]

a. The incidence of crimes against
financial institutions in the area?

b. The amount of currency and other
valuables exposed to robbery,
burglary, or larceny?

c. The distance of the office from the
nearest responsible law enforcement
officers?

d. The cost of the security devices?

e. Other security measures in effect at
the office?

f. The physical characteristics of the
structure of the office and its
surroundings? 

6. Does the security officer report at least
annually to the board of directors on the
implementation, administration, and
effectiveness of the security program?
[§ 568.4] 

7. Have external crimes been reported to the
FBI, local police, and bonding company as
necessary?
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Yes No

Internal Compliance Programs and
Procedures

1. Has the institution adopted written policies
and operating procedures required by 12
CFR Section 563.177?

2. Has the written program been approved
by the institution’s board of directors and
noted in the minutes [Section 563.177(b)]?

3. Does the written Bank Secrecy Act
compliance program, at a minimum:

a. Provide for a system of internal
controls to ensure ongoing
compliance [Section 563.177(c)(1)]?

b. Provide for independent testing for
compliance to be conducted by either
institution personnel or an outside
party [Section 563.177(c)(2)]?

c. Designate a qualified individual(s)
responsible for coordinating and
monitoring day-to-day compliance
[Section 563.177(c)(3)]?

d. Provide training for appropriate
personnel [Section 563.177(c)(4)]?

e. Include procedural guidelines for
meeting the reporting and
recordkeeping requirements of the
BSA regulations?

f. Include procedural guidelines for the
detection, prevention and reporting of
suspicious transactions related to
money laundering activities?

4. Verify that the procedural guidelines
include the following:

a. The reporting of each deposit,
withdrawal, exchange of currency or
other payment or transfer, by,
through or to the financial institution,
which involves a transaction in
currency of more than $10,000
(CTR, IRS Form 4789) [31 CFR
Section 103.22(a)(1)]?

Yes No

b. The filing of U.S. Customs Form
4790 for each shipment of currency
or other monetary instrument(s) in
excess of $10,000 out of the United
States or into the United States,
except via common carrier, by, or to
the institution [Section 103.23(a)]?

c. The maintenance of required records
for each monetary instrument
purchase or sale for currency in
amounts between $3,000 and
$10,000, including the supporting
information prescribed in Section
103.29(a)?

d. The annual filing of Report of Foreign
Bank Financial Accounts (Treasury
Form 90-22) of each person, subject
to the jurisdiction of the United
States, who has financial interest in,
or signature authority over, a bank,
securities or other financial accounts
in a foreign country [Section 103.24]?

5. Does the institution verify that procedural
guidelines are adequately communicated
to responsible personnel and that they are
followed?

6. Verify that the institution’s written
procedural guidelines for record retention
include the retention of either the original,
microfilm, copy or other reproduction of
the items listed below for at least five
years:

a. Each CTR (IRS Form 4789) [Section
103.27(a)(3)]?

b. Documentation to support each
exemption granted. [Section 103.22
(d)(6)(x)]?

c. Documentation to support each
extension of credit over $10,000,
except when the extension is secured
by an interest in real property
[Section 103.33(a)]?
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Yes No

d. Each advice, request, or instruction
received or given regarding a
transaction which results in the
transfer of funds, currency, checks,
investment securities or other
monetary instruments or credit, of
more than $10,000 to or from  a
person, account, or place outside the
United States [Section 103.33(b)]?

e. Each advice, request, or instruction
given to another financial institution or
other person located within or outside
the United States, regarding a
transaction intended to result in a
transfer of funds, currency, checks,
investment securities, other monetary
instruments or credit, of more than
$10,000 to a person, account, or
place outside the United States
[Section 103.33(c)]?

f. Each payment order of $3,000
issued in connection with wire (funds)
transfer activity as an originating,
intermediary or beneficiary institution
[Section 103.33(e)]?

g. A list of each individual, including the
name, address, and account number,
who holds a deposit account for
which the institution has been unable
to secure a taxpayer identification
number from that person after
making a reasonable effort to obtain
the number [Section
103.34(a)(1)(ii)]?

h. Each document granting signature
authority over each deposit account
[Section 103.34(b)(1)]?

i. Each statement, ledger card or other
record of each deposit account
showing each transaction involving
the account, except those items
exempted by Section 103.34(b)(3-
4)?

j. Each document relating to a
transaction of more than $10,000
remitted or transferred to a person,
account or place outside the United
States [Section 103.34(b)(5,6)]?

Yes No

k. Each check or draft in excess of
$10,000 drawn on or issued by a
foreign bank which the domestic
bank has paid or presented to a
nonbank drawee for payment
[Section 103.34(b)(7)]?

l. Each item relating to any transaction
of more than $10,000 received
directly and not through a domestic
financial institution, from a bank,
broker or dealer in foreign exchange
outside the United States [Section
103.34(b)(8)]?

m. A record of each receipt, on any one
occasion, of more than $10,000
directly  and not through a domestic
financial institution, from a bank,
broker or dealer in foreign exchange
outside the United States [Section
103.34(b)(9)]?

n. Records prepared or received by a
bank in the ordinary course of
business which would be needed to
reconstruct a demand deposit
account and to trace a check in
excess of $100 deposited in such
demand deposit account [Section
103.34(b)(10)]?

o. A record of the name, address, and
taxpayer identification number, if
available, of any purchaser of a
certificate of deposit, that describes
the instrument, payment method, and
transaction date [Section
103.34(b)(11)]?

p. A record containing the name,
address, and taxpayer identification
number, if available, of any person
presenting a certificate of deposit for
payment, as well as a description of
the instrument and the date of the
transaction [Section 103.34(b)(12)]?

q. Each deposit slip or credit ticket
reflecting a transaction in excess of
$100 or the equivalent record for
direct deposit or other wire transfer
deposit transactions?  The slip or
ticket shall record the amount of any
currency involved [Section
103.34(b)(13)].
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Internal Controls

1. Has the institution implemented an internal
audit, management review or self-
assessment program that reviews:  (1) the
institution’s compliance program; (2)
internal controls to prevent money
laundering; and (3) compliance with BSA
regulations?

2. If the institution has an internal audit
function, verify that the audit procedures:

a. Confirm the integrity and accuracy of
the systems for the reporting of large
currency transactions?

b. Include a review of tellers’ work and
Forms 4789 and 4790?

c. Confirm the integrity and accuracy of
the institution’s recordkeeping
activities?

d. Test adherence to the in-house
record retention schedule?

e. Include steps necessary to ascertain
that the institution is maintaining the
required list of exempt customers?

f. Test the reasonableness of the
exemptions granted?

g. Include steps necessary to ascertain
that the institution has procedures in
place for maintaining required
information from customers
purchasing monetary instruments for
cash in amounts between $3,000 and
$10,000 inclusive and that
appropriate identification measures
are in place?

h. Include steps necessary to ascertain
that the institution is conducting an
ongoing training program?

Anti-Money Laundering Program

1. Do the institution’s policies governing the
BSA and anti-money laundering activities:

a. Define money laundering in its
different forms (e.g., placement,
layering, and integration)?

Yes No

b. Address compliance with applicable
anti-money laundering laws and
regulations (e.g., 12 CFR 563.177,
31 CFR 103)?

c. Identify potentially high risk activities,
businesses, and foreign countries
commonly associated with money
laundering?

2. Does the institution ensure that the anti-
money laundering policies apply to all
operations of the institution, including: (1)
activities, including teller and currency
operations, the sale of monetary
instruments, wire transfers, safe deposit
box; (2) departments, including trust, loan,
international, discount brokerage;  and (3)
other operations, including correspondent
and private banking?

3. Verify that management implemented a
high level of internal controls to minimize
the risk of money laundering.  These
controls should include, at a minimum:

a. Money laundering detection
procedures, including sound policies
and procedures, periodic account
monitoring and education and
training?

b. Identification and monitoring of non-
bank financial institutions that are
depositors of the institution and that
engage in a high volume of cash
activity (e.g., money transmitters and
check cashing businesses)?

c. Periodic account activity monitoring,
particularly in accounts considered
high risk?

d. Internal investigations, monitoring
and reporting of suspicious
transactions?

Education and Training

1. Does the institution’s program for
educating appropriate employees
regarding the BSA and money laundering
include the following:
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a. Reporting of large currency
transactions, and related
exemptions?

b. Sale of monetary instruments?

c. Record retention requirements?

d. Reporting suspicious activity or
alleged criminal conduct?

e. Examples of money laundering cases
and the ways in which they can be
detected, resolved and reported?

f. The different forms that money
laundering can take (e.g., deposit
accounts, wire transfers, loans, etc.)?

g. Wire (fund) transfer activity?

h. Overall internal policies and
procedures?

2. Has the institution implemented
procedures to review the scope and
frequency of training and education to
determine the importance management
places on those activities?

3. Does the institution verify whether
personnel are sufficiently knowledgeable
about the BSA and the institution’s
procedures to ensure compliance?

4. Does the institution’s training program(s)
include personnel from all departments
(e.g., lending, fiduciary, and international
departments, discount brokerage, private
banking, correspondent and specialized
foreign exchange units, and cash control
centers)?

5. Are interviews conducted to verify that
personnel from the areas covered under
the preceding paragraph are
knowledgeable regarding the BSA
requirements, possible money laundering
schemes, and the identification of
suspicious or unusual activities?

Exemptions

1. Does the institution exempt from CTR
reporting only those eligible for exemption
[Section 103.22(d)(2)]?

Yes No

2. Does the institution file the appropriate
form to designate a person as exempt
within 30 days after the first reportable
currency transaction
[Section 103.22(d)(3)]?

3. Does the institution review and verify the
information supporting each exemption at
least annually? [Section 103.22(d)(4)]?

4. Does the institution
[Section 103.22(d)(6)]:

a. Assure itself that each exemption is
appropriate?

b. Document the basis or bases for each
exemption?

 
c. Document its compliance with the

exemption requirements?

5. For exempt non-listed businesses and
payroll customers [Sections 103.22(d)(5),
103.22(d)(9)] does the institution:

a. Make biennial filings for continuing
exemptions?

b. Monitor the currency transactions in
each customer’s account for
suspicious activity as necessary, but
at least annually?

6. Does the institution file SAR’s when
appropriate, even as to exempt customers
[Section 103.22(d)(9)]?

7. For each customer exempt on or before
October 20, 1998, does the institution
either [Section 103.22(d)(11)]:

a. Terminate the customer’s exempt
status, or

b. Continue the prior exemption until the
earlier of June 30, 2000 or the date
the customer is properly exempt?
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Currency Flows and Reporting of Large
Cash Transactions

1. Does the institution review the cash totals
shipped to and received from the Federal
Reserve Bank, correspondent banks or
between branch offices for a reasonable
period of time (generally no less than three
months) or, if available, the latest FinCEN
Analysis of Federal Reserve Cash Flows,
for unusual activity  (e.g.,  material
variance in totals of currency shipped or
received or large denomination currency
exchanged)?

2. Does the institution verify the cause of any
unusual activity and verify if the volume of
CTR filings during the period is consistent
with any changes in the patterns of cash
activity?

3. Does the institution review samples of
completed CTRs, whether hard copy or
from computer generated filings, to
determine that (as specified in Section
103.22):

a. CTRs are properly completed in
accordance with IRS instructions?

b. Transaction amounts are consistent
with the type and nature of business
or occupation of the customer?

c. CTRs are filed for large cash
transactions identified by tellers'
proof sheets, automated large
currency transaction system, or other
type of aggregation system, unless
an exemption exists for the
customer?

d. If an exemption exists, CTRs are filed
for customers who exceed their
exemption limits?

e. CTRs are filed within 15 calendar
days after the date of the transaction
(25 days if magnetically filed)
[Section 103.27(a)(1)]?

Yes No

4. Does the institution have an automated
system in place to capture individual or
multiple cash transactions in excess of
$10,000 on the same business day by or
on behalf of the same individual, or by
account?

a. Is the system tested to determine
whether it is comprehensive
regarding all points of cash entry and
exit?

b. Does the aggregation system cover
all applicable areas within the
institution (e.g., discount brokerage,
private banking, fiduciary, or any
other departments in the institution
that engage in currency transactions
subject to the regulation?

5. If the institution does not have an
automated system in place, does it
document how it identifies reportable
transactions?

6. If the institution has an automated system
in place to capture individual or multiple
cash transactions of less than $10,000,
does the system detect for:

a. Evidence of structured transactions?

b. Concentration accounts” (accounts
that have frequent cash deposits
aggregating less than $10,000 on
any business day, and relatively few
transfers of large amounts out of the
accounts, by check or wire)?

c. Customers with frequent cash
transactions of less than $10,000
who have not provided tax
identification numbers?

d. Customers with frequent cash
transactions that have provided either
a foreign address or post office box
as an address or have requested that
the institution hold monthly
statements?

7. If available, are the following reports
reviewed by management for activities
usually associated with money laundering
activities:
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a. Suspected kiting reports?  (These
reports identify excessive activity in
accounts and should be reviewed for
cash activity.  The account profile of
an account used for money
laundering can be similar to that of an
account used for check kiting in that it
may have a high volume of activity,
matching deposits and withdrawals,
or low average balances in relation to
activity).

b. Demand deposit activity reports?
(These reports cover all customer
and employee accounts.  They
generally show daily balances and
accumulated deposits and
withdrawals over a 30-day period.
Careful review will show accounts
that have changed, either in average
balance or in numbers of
transactions).

c. Incoming and outgoing wire transfer
logs?  (These logs can identify
transfers of funds out of the country
or to remote banks, transfers funded
by cashier’s checks or money orders
in amounts under the $10,000 CTR
filing threshold, and other suspicious
patterns for noncustomers as well as
account holders).

d. Incoming and outgoing facsimile
logs? (There are for payment
instructions related to funds
transfers).

e. Loans listed by collateral? (These are
loans collateralized by cash,
certificates of deposit or bank
accounts).

f. Loans collateralized by fund transfers
from offshore banks?

g. Loans secured largely with cash and
whether the payments are made in
cash?

h. Loan with proceeds that purchase
certificates of deposit?

Yes No

8. Are review statements, reconcilement and
general ledger sheets of the institution’s
correspondent banks reviewed over at
least a two month period to determine if
large transactions are reflected on either
the institution’s or correspondent records?
If so, does the institution verify that their
nature is investigated and properly
reported?

9. Does the institution review incoming mail
to determine if it is receiving currency
deposits via mail, courier services or
internal deliveries?

Sale or Purchase of Monetary Instruments
Over $3,000

1. Do the institution’s records include the
following information required by Section
103.29(a)(1) for purchasers who have
deposit accounts with the institution:

a. The name of the purchaser?

b. Date of purchase?

c. The type(s) of instrument(s)
purchased?

d. The serial number(s) of each of the
instrument(s) purchased?

e. The dollar amount(s) of each of the
instrument(s) purchased in currency?

f. Method of verifying identity, either at
the time of purchase or when the
deposit account is opened?

2. Do the institution’s records include the
following information required by Section
103.29(a)(2) for purchasers who do not
have deposit accounts with the institution:

a. The name and address of the
purchaser?

b. The social security or alien
identification number of the
purchaser?

c. The date of birth of the purchaser?

d. The date of purchase?
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e. The type(s) of instrument(s)
purchased?

f. The serial number(s) of each of the
instrument(s) purchased?

g. The dollar amount(s) of each of the
instrument(s) purchased?

h. Method of verifying identity of
purchaser and specific identifying
information (e.g., state of issuance
and number of driver’s license)?

3. Are the institution’s records retained for
five years and retrievable, upon request
from the Treasury, at any time [Section
103.29(c)]?

4. Does the institution have a system for
capturing same day, contemporaneous, or
multiple sales of monetary instruments to
one customer totaling $3,000 or more
[Section 103.29(b)]?

5. If the institution uses manual systems to
identify cash sales of monetary
instruments, are the institution’s records
sufficiently detailed to identify the method
of payment for all sales or purchases of
monetary instruments?

6. If the institution uses automated systems
to identify cash sales of monetary
instruments, does it audit or does
management review the program tests to
verify the accuracy and validity of the
identification system?

Wire (Funds) Transfer

1. Has an audit trail of wire transfer activities
been established?

2. Is there an adequate separation of duties
or other compensating controls in place to
ensure proper authorization for sending
and receiving transfers, and for correcting
postings to accounts?

3. Does the institution verify that the CTRs
are filed, when applicable, for
noncustomers submitting cash for fund
transfers [Section 103.22]?

Yes No

4. If the institution sends or receives fund
transfers to/from financial institutions in
other countries, especially those with strict
privacy and secrecy laws, has it ensured
that amounts, frequency and countries of
origin or destination are consistent with the
nature of the business or occupation of the
customer?

5. Does the institution have procedures or
other effective means to monitor accounts
with frequent cash deposits and
subsequent wire transfers of funds to a
larger institution or out of the country?

Responsibilities of Originating Institutions

1. If the originator has an established
relationship with the institution, does it
retain the following records for each fund
transfer origination of $3,000 or more with
the payment order or in its files [Section
103.33(e)(1)(i)]:

(Note:  A customer has an established
relationship with a financial institution if the
customer has a loan, deposit, or other asset
account, or is a person with respect to which
the institution has on file the person’s name and
address, as well as taxpayer ID number, or, if
none, alien identification number or passport
number and country of issuance, and to which
the institution provides financial services relying
on that information.) [Section 103.11(l)]

a. Name and address of the originator?

b. Amount of the payment order?

c. Date of the payment order?

d. Any payment instructions?

e. The identity of the beneficiary’s
bank?

f. As many of the following items as are
received with the payment order:

• Name and address of the
beneficiary?

• Account number of the
beneficiary?

• Any other specific identifier of
the beneficiary?
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2. If the originator does not have an
established relationship with the institution,
does it retain the following records for
each fund transfer origination of $3,000 or
more [Section 103.33(e)(2)]:

a. For payment orders made in person,
verification that the institution
required identification of the person
and a record of the verified
information?

b. When the institution has knowledge
that the person placing the payment
order is not the originator, a record of
the originator’s taxpayer identification
number (e.g., social security or
employer identification number) or, if
none, alien identification number or
passport number and country of
issuance, if known by the person
placing the order, or a notation in the
record of the lack thereof?

c. When the payment order is not made
in person, a record of the name and
address of the person placing the
payment order, as well as the
person’s taxpayer identification
number (e.g., social security or
employer identification number) or, if
none, alien identification number or
passport number and country of
issuance, or a notation in the record
of the lack thereof, and a copy or
record of the method of payment
(e.g., check or credit card
transaction) for the funds transfer?

3. Is the information the institution must retain
for originators retrieved by reference to the
name of the originator?  When the
originator is an established customer of
the institution and has an account used for
funds transfers, is the information also is
retrieved by account number [Section
103.33(e)(4)]?

4. For transmittals of $3,000 or more, does
the institution include the following in the
transmittal order [Section 103.33(g)(1)]:

a. The name and, if the payment is
ordered from an account, the
account number of the transmitter?

Yes No

b. The address of the transmitter,
except for transmittal orders through
Fedwire until such time as the
institution that sends the order to the
Federal Reserve Bank completes its
conversion to the expanded Fedwire
format?

c. The amount of the transmittal order?

d. The date of the transmittal order?

e. The identity of the recipient’s financial
institution?

f. As many of the following items as are
received with the transmittal order:

• The name and address of the
recipient?

• The account number of the
recipient?

• Any other specific identifier of
the recipient; and either the
name and address or numeric
identifier of the transmitter’s
financial institution?

5. Is the institution complying with the
FFIEC’s December 23, 1992 policy
statement, which recommends that the
text of every payment order include the
name, address, and account number of
the originator and beneficiary?

Responsibilities of Intermediary Institutions

1. If received by the sender, does the
institution include the following in their
transmittal order to the next receiving
financial institution for transmittals of funds
of $3,000 or more [Section 103.33(g)(2)]:

a. The name and account number of
the transmitter?
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b. The address of the transmitter
(except for transmittal orders through
Fedwire until such time as the
institution that sends the order to the
Federal Reserve Bank completes its
conversion to the expanded Fedwire
format)?

c. The amount of the transmittal order?

d. The date of the transmittal order?

e. The identity of the recipient’s financial
institution?

f. As many of the following items as are
received with the transmittal order:

• The name and address of the
recipient?

• The account number of the
recipient?

• Any other specific identifier of
the recipient; and either the
name and address or numeric
identifier of the transmitter’s
financial institution?

2. Does the institution retain the original or a
copy of the payment order
[Section 103.33(e)(1)(ii)]?

Responsibilities of Beneficiary Institutions

1. For payment orders of $3,000 or more
received for a beneficiary that is not an
established customer of the institution
[Section 103.33(e)(3)]:

a. If proceeds are delivered in person to
the beneficiary or its representative
or agent, does the institution verify
the identity of the person receiving
the proceeds and obtain and retain a
record of that information?

b. If the institution has knowledge that
the person receiving the proceeds is
not the beneficiary, does the
institution obtain and retain a record
of the beneficiary’s name and
address, as well as the beneficiary’s
identification?

Yes No

c. If the proceeds are delivered other
than in person, does the institution
retain a copy of the check or other
instrument used to effect the
payment, or the information
contained thereon, as well as the
name and address of the person to
which it was sent?

2. Does the institution retain the original or a
copy of the payment order
[Section 103.33(e)(1)(iii)]?

3. Does the institution retain information for
beneficiaries that is retrievable by
reference to the name of the beneficiary,
and, if the beneficiary is an established
customer of the institution and has an
account used for fund transfers, whether
the information also is retrievable by
account number [Section 103.33(e)(4)]?

Payable Through Accounts

1. If the institution has contracts/agreements
with foreign banks, do they include the
following:

a. Procedures for opening sub-
accounts?

b. Provide the U.S. institution with the
ability to appropriately identify sub-
account holders?

c. Prohibit cash transactions by sub-
account holders within U.S. borders?

d. Require the foreign bank to monitor
sub-account activities to detect,
report, and investigate suspicious or
unusual transactions and report
findings to the U.S. institution?

e. Clearly state the liability of both the
U.S. institution and the foreign bank
to which the payable through
accounts service is being offered?

2. Does the institution have a system of
internal controls for opening and
monitoring payable through accounts? If
yes, does it provide for:

a. Procedures for opening accounts?



BANK SECRECY ACT
Checklist

14-APPENDIX September 1999 Office of Thrift Supervision

Yes No

b. Operational procedures?

c. Staff responsibilities?

d. Training?

e. Audit?

f. Identifying and reporting of unusual
or suspicious transactions?

3. Does the institution prohibit foreign banks
from opening sub-accounts (second tier)
for other foreign banks, casas de cambios,
finance companies or other financial
intermediaries?

4. If the answer to #4 is no, has the institution
developed procedures to identify second
tier sub-account holders and the nature of
the business transactions?

5. Does the institution review the listing of
account and sub-account holders to
ensure that no accounts have been
opened for individuals or businesses
located in countries that are prohibited
from doing business in the U.S. as
determined by the Treasury’s Office of
Foreign Assets Control (Refer to
“Economic Sanctions,” Checklist)?

6. Does the institution monitor account
activity for unusual or suspicious
transactions?

7. Do the foreign banks that maintain the
payable through relationship review and
explain suspicious transactions?

8. Does the institution prohibit cash
transactions by sub-account holders?

Yes No

9. If the answer to #9 is no, does the
institution properly complete CTRs for all
large cash transactions?

10. If possible, does the institution know
whether the home country supervisor of
the foreign bank require banks to identify
and monitor the transactions of their
customers consistent with the U.S.
requirements?

11. Does the institution obtain adequate
information about the ultimate users of the
payable through accounts?

12. Does the institution ensure that its payable
through accounts are not being used for
money laundering or other illicit purposes,

13. If the answer to #13 is no, has the
institution taken steps to terminate account
relationships as expeditiously as possible?

14. Does the institution maintain adequate
information (e.g., financial statements,
licensing confirmation, etc.) regarding the
foreign bank?

15. Does the institution evaluate the method
(e,g., audit or other review) used by the
institution to ascertain:

a. The procedures of the foreign bank
for opening accounts, to determine if
they are consistent with U.S.
requirements?

b. The foreign bank’s monitoring of sub-
account activities to detect and report
suspicious or unusual transactions?
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Yes No

1. Does the insured depository institution have
any branches, as defined in the Policy
Statement, which would make it subject to
the Policy Statement and Section 42 of the
Federal Deposit Insurance Act? OR

Has the insured depository institution
closed any of its branches since
December 19, 1991, which would subject
it to the notification requirements of the
Policy Statement and Section 42 of the
FDI Act?

NOTE:  If the answer to both of these questions
is “NO”, do not proceed with the
remaining portions of this checklist.

2. Has the institution provided written notice of
any branch closing to the appropriate
federal banking agency at least 90 days in
advance of such closing?  [42(a)(1)]

3. Did the notice to the appropriate federal
banking agency contain:

a. The identification of the branch to be
closed?  [42(a)(1)]

b. The proposed closing date?
[42(a)(1)]

c. The specific reasons for closing the
branch?  [42(a)(2)(A)]

d. Statistical or other information in
support of the reason(s) and
consistent with the institution’s written
policy for closing the branch?
[42(a)(2)(B)]

4. Did the institution provide written notice in
a regular account statement or separate
mailing to customers of the branch to be
closed at least 90 days prior to such
closing?  [42(b)(2)(B)]

5. Did the mailed customer notice contain:

a. The location of the branch to be
closed?  [42(b)(1)]

b. The proposed closing date?
[42(b)(2)(B)]

Yes No

c. A listing of alternative banking
locations or a phone number to obtain
banking service information for
possible alternatives?  [42(b)(1)]

6. Did the institution conspicuously display a
notice to customers on the premises of the
branch to be closed at least 30 days prior
to such closing?  [42(b)(2)(A)]

7. Did the notice that was posted on the bank
premises contain:

a. The proposed closing date?
[42(b)(2)(A)]

b. A listing of alternative banking
locations or a phone number to obtain
banking service information for
possible alternatives?  [42(b)(1)]

8. Has the institution adopted a written branch
closing policy?  [42(c)]

9. Does the written branch closing policy
include:  [42(C)]

a. Factors for determining which branch
to close?

b. Factors for determining which
customers to notify?

c. Procedures for providing the required
notices?

10. Pursuant to state law, did the institution
provide notifications consistent with the
requirements of Section 42 to the
customers of the branch to be closed?

NOTE:  If the answer to this question is “YES”,
then a second notice need not be sent
in order to comply with the Policy
Statement.

11. If, pursuant to state law, the institution
provided its state supervisor with a notice
of a branch closing:

a. Did the institution also provide a copy
of that notice to its appropriate federal
banking agency?  [42(a)(1)]
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Yes No

b. Did the notice contain information
consistent with the notice required by
Section 42?  (See question #3 of this
checklist)

Yes No

c. Was the notice filed with the
appropriate federal banking agency at
least 90 days prior to the date of the
proposed branch closing?  [42(a)(1)]
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Yes No

1. Does the lessor provide the following
specific disclosures [§213.4]:

a. a brief description of the lease
property?

b. the total amount of the initial payment
required of the lessee at
consummation, with proper
itemization?

c. the number, amount and due dates or
periods of payments under the lease
and the total amount of such periodic
payments?

d. the total amount of all other charges
payable to the lessor?

e. the total of payments payable by the
lessee?

f. in a motor vehicle lease, a
mathematical progression of how the
scheduled periodic payment is
derived?

g. a statement of the conditions under
which either party to the lease may
terminate it prior to the end of the
lease term and the amount or method
of determining the amount of any
penalty or other charge for early
termination?

h. a statement identifying the party
responsible for maintaining or servicing
the leased property, together with a
brief description of the responsibility, a
statement of reasonable standards for
wear and use, if the lessor set such
standards and, in a motor vehicle
lease, a notice regarding wear and use
that indicates the lessee may be
charged for obsessive wear based on
the lessor’s standards?

i. a statement of whether or not the
lessee has the option to purchase at
the end of the lease term and at what
price or method of determining the
price?

Yes No

j. a statement that the lessee should
refer to the lease documents for
additional information on early
termination, purchase options and
maintenance responsibilities,
warranties, late and default charges,
insurance, and any security interests, if
applicable?

k. the lessee’s liability at early termination
or at the end of the lease term?

l. a statement that the lessee may
obtain, at the lessee’s expense, a
professional appraisal by an
independent third party, agreeable to
both the lessee and lessor, of the value
that could be realized at sale of the
leased property?

m. a statement of the rent and other
charges, rebuttable presumptions and
any mutually agreeable final
adjustments, if the lessee is liable at
the end of the lease term for the
difference between the residual value
of the leased property and its realized
value?

n. the total dollar amount of all official
and license fees, registration, title, or
taxes required to be paid in connection
with the lease?

o. a brief description of the insurance
required?

p. a statement identifying any express
warranty or guarantee made by the
manufacturer or the lessor?

q. the amount or the method of
determining the amount of any penalty
or other charge for delinquency,
default or late payments?

r. a description of the security interest
held or to be retained by the lessor and
a clear identification of the secured
property?
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Yes No

s. a notice stating that the percentage
rate may not measure the overall cost
of financing the lease, if the lessor
provides a percentage rate in an
advertisement or in documents
evidencing the lease transaction?

t. for open-end leases for non-motor
vehicles, a statement that that the
lessee is liable for the fair market value
of the property at inception?

2. Are the required disclosures [§213.3]:

a. clear and conspicuous?

b. in writing and in a form the consumer
may keep?

c. properly segregated?

d. provided to the consumer in the time
and manner required?

3. Are new disclosures made by the financial
institution for renegotiations and
extensions?  [§213.5]

4. Are disclosures required in connection with
advertisements clear and conspicuous and
are specific terms referenced in
advertisements those that the lessor usually
and customarily offers or would be willing to
offer? [§213.7(a) and (b)]

Yes No

5. If the financial institution includes in its
advertisement (i) the amount of any
payment or (ii) a statement of any
capitalized cost reduction or other payment
required prior to or at consummation or by
delivery, if delivery occurs after
consummation, does it also state
[§213.7(d)]:

a. that the transaction advertised is a
lease?

b. the total amount due prior to or at
consummation or by delivery, if
delivery occurs consummation?

c. the number, amounts, and due dates
or periods of scheduled payments
under the lease?

d. whether or not a security deposit is
required?

e. that an extra charge may be imposed
at the end of the lease term where the
lessee’s liability (if any) is based on the
difference between the residual value
of the leased property and its realized
value at the end of the lease term?

6. Does the institution retain evidence of
compliance with the requirements of the
regulation (other than the advertising
requirements of §213.7) for a period of not
less than two years after the date the
disclosures are required to be made or an
action is required to be taken? [§213.8]
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Yes No

A. Section 205.5 – Issuance of Access
Devices

1. Does the institution issue validated access
devices only:

a. In response to requests or applications
[§ 205.5(a)(1)]; or,

b.  As a renewal or substitution for an
accepted access device
[§ 205.5(a)(2)].

2. Does the institution issue unsolicited
access devices only when the devices are:

a. Not validated [§205.5(b)(1)]; and,

b. Accompanied by an explanation that
the device is not validated, and how to
dispose of the device if the customer
does not want it [§205.5(b)(2)]; and

c. Accompanied by the required
disclosures, [§205.5(b)(3)]; and,

d. Validated only on consumer request
and after proper identification is
made? [§205.5(b)(4)]

3. Does the institution verify the consumer's
identity by a reasonable means (such as by
photograph, personal visit, or signature)?
[§205.5(b)(4)]

B. Section 205.6 – Liability of Consumer for
Unauthorized Transfers

1. Does the institution impose liability on the
consumer for unauthorized transfer only:

a. If an accepted access device is used
[§205.6(a)]; and,

b. If the institution has provided a means
to identify the consumer to whom it
was issued; and,

c. If the institution has provided the
disclosures required by Section
205.7(b)(1), (2), and (3)?

Yes No

2. Does the institution NOT use negligence of
the consumer as a basis for greater liability
than is permissible under Regulation E?
[Official Staff Commentary §205.6(b)]

3. Is the consumer's liability for unauthorized
use of a lost or stolen access device
limited to the lesser of $50 or actual loss if
the consumer notifies the institution within
two business days of discovery of loss or
theft of the access device?[§205.6(b)(1)]

4. If the consumer fails to notify the institution
of loss or theft of an access device within
two business days of discovery of loss or
theft, is consumer liability limited to $500,
as follows: [§205.6(b)(2)]

a. The lesser of $50 or actual loss within
the first two business days; and,

b. Unauthorized transfer amounts that
occur after the two business days and
before notification (provided the
institution proves these unauthorized
transfers could have been prevented
had notification within the two
business days occurred)?

5. If a consumer fails to notify the institution of
an unauthorized transfer within 60 days of
transmittal of the periodic statement upon
which that transfer appears, is consumer
liability limited to: [§ 205.6(b)(3)]

a. The lesser of $50 or actual loss that
appears on the statement or occurs
during 60 day period; and,

b. The amount of unauthorized transfers
that occur after the close of 60 days
and before notice to the institution
(provided the institution proves the
unauthorized transfers could have
been prevented had notification been
provided within the 60 days)?

C. Section 205.7 – Initial Disclosures

1. Does the institution make the following
disclosures:

a. A summary of the consumer’s liability
under § 205.6 (or lesser liability under
state law or agreement)?
[§ 205.7(b)(1)]
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Yes No

b. The telephone number and address of
the person or office to be notified
when the consumer believes that an
unauthorized EFT has been or may
be made? [§205.7(b)(2)]

c. The institution's business days, as
determined under §205.2(d)?
[§ 205.7(b)(3)]

d. The type of EFTs that the consumer
may make and any limitations on the
frequency and dollar amount of
transfer?  [§205.7(b)(4)] (If details on
the limitations on frequency and dollar
amount of transfers are essential to
maintain the security of the system,
they need not be disclosed.)

e. Any charges for EFTs or for the right
to make transfers? [§205.7(b)(5)]

f. A summary of the consumer's right to
receive documentation of EFTs, as
provided in §205.9, 205.10(a), and
205.10(d)? [§205.7(b)(6)]

g. A summary of the consumer's right to
stop payment of a preauthorized EFT
and the procedure for initiating a stop-
payment order, as provided in
§205.10(c)? [§205.7(b)(7)]

h. A summary of the institution's liability
to the consumer for its failure to make
or to stop certain transfers under §910
of the Act? [§205.7(b)(8)]

i. Circumstances under which the
institution in the ordinary course of
business will disclose information to
third parties concerning the
consumer's account? [§205.7(b)(9)]

j. An error resolution notice meeting the
requirements of [§205.7(b)(10)]?

D. Section 205.8 – Change in Terms; Error
Resolution Notice

Yes No

1. Has the institution made any changes in a
term or condition since the last examination
that required a written notice to a
consumer?  The change would need to
result in:  increased fees, increased liability
for the consumer, fewer types of EFTs
available, and stricter limitations on the
frequency or dollar amounts of transfers.
[§205.8(a)]

If so, was the notice provided at least 21
days before the effective date of such
change? [§205.8(a)]

2. Does the institution provide either the long
form error resolution notice at least once
every calendar year or the short form error
resolution notice on each periodic
statement? [§205.8(b)]

E. Section 205.9—Receipts at Electronic
Terminals; Periodic Statements

1. Does the institution make a receipt
available to the consumer, in a retainable
form, at the time an EFT is initiated?
[§205.9(a)]

2. Does the receipt contain the following
items as applicable: [§205.9(a)]

a. The amount of the transfer (amount
may be combined with any transfer
charge if certain conditions are met)?
[§205.9(a)(1)]

b. The calendar date the transfer was
initiated? [§205. 9(a)(2)]

c. The type of transfer and account to or
from which funds are transferred?
(Transactions are exempt from the
type-of-account requirement if the
access device used can only access
one account.) [§205.9(a)(3)]

d. A number or code that identifies one
of the following:

i. the consumer's account, or

ii. the access device used?
[§205.9(a)(4)]
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Yes No

NOTE: The number or code need not
exceed four digits or letters to
comply.

e. Identification or location of the
terminal? [§205.9(a)(5)]

f. The name of any third party to or from
whom funds are transferred unless
the name is provided in a non-
machine readable form?
[§205.9(a)(6)]

3. Does the institution mail or deliver a
periodic statement for each monthly or
shorter cycle in which an EFT has
occurred? [§205.9(b)]

4. If no EFTs have occurred, has the
institution mailed or delivered a periodic
statement at least quarterly for non-
passbook accounts? [§205.9(b)]

5. Does the periodic statement or
accompanying documents contain the
following items: [§205.9(b)(1)]

a. The amount of the transfer (amount
may include transfer charge if it was
added in accordance with the terminal
receipt requirements);[§205.9(b)(1)(i)]

b. The date the transfer was posted to
the account; [§205.9(b)(1)(ii)]

c. The type of transfer and account;
[§205.9(b)(1)(iii)]

d. The location of the terminal;
[§205.9(b)(1)(iv)]

e. The name of any third party to or from
whom funds were
transferred;[§205.9(b)(1)(v)]

f. The account number(s);
[§205.9(b)(2)]

Yes No

g. The total amount of any fees or
charges assessed during the
statement period for EFTs, the right to
make EFTs or for account
maintenance (excluding any finance
charges under Regulation Z, overdraft
or stop payment charges and any
transfer charges combined with
transfer amounts under §205.9(a));
[§205.9(b)(3)]

h. The beginning and ending balances;
[§205.9(b)(4)]

i. The address and telephone number to
be used for inquiries or notice of
errors; and, [§205.9(b)(5)]

j. If applicable, the telephone number to
use in finding out whether a
preauthorized credit has been made
as scheduled? [§205.9(b)(6)]

6. For passbook accounts that only receive
preauthorized credits, does the institution
upon presentation by the consumer enter
in a passbook or on a separate document
the amount and date of each EFT made
since the passbook was last presented?
[§205.9(c)]

F. Section 205.10 – Preauthorized Transfers

1. If a consumer's account is to be credited
by a preauthorized EFT from the same
payor at least once every 60 days:
[205.10(a)(1)]

a. Does the institution provide oral or
written notice, within two business
days, after the transfer occurs or was
scheduled to occur, that the transfer
did or did not occur; or

b. If the telephone alternative is
selected, does the institution disclose
the telephone number in initial
disclosures and on each periodic
statement; and

c. Is the number "readily available"
during the institution’s business hours?
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Yes No

2. Does the institution credit the consumer's
account for preauthorized EFTs as of the
day the funds are received?
[§205.10(a)(3)]

3. Does the institution obtain authorization
from the consumer for preauthorized
EFTs? [§205.10(b)]

4. Does the financial institution comply with
§205.10(c) regarding stop payment
orders?

5. If a preauthorized EFT from a consumer's
account varies in amount from the previous
transfer under the same authorization or
preauthorized amount, does the institution
provide proper notice at least ten days
before the scheduled date of transfer?
[§205.10(d)] (Note:  If the designated
payee makes the notification, the institution
is absolved from this requirement.)

6. Does the institution refrain from
conditioning an extension of credit to a
consumer on repayment by preauthorized
EFTs? [§205.10(e)(1)]

7. Does the institution refrain from requiring a
consumer to establish an account with a
particular institution for receipt of EFTs as
a condition of employment or receipt of a
government benefit? [§205.10(e)(2)]

G. Section 205.11--Procedures for Resolving
Errors

1. If the institution requires a written
confirmation of an error within ten business
days of an oral notice, is this requirement
disclosed to the consumer with the address
of where it must be sent? [§205.11(b)(2)]

2. Does the institution promptly investigate
alleged errors and resolve them within ten
business days of receiving a notice of
error? [§205.11(c)(1)]

3. Does the institution inform the consumer of
the results of the investigation within three
business days after completing its
investigation? [§205.11(c)(1)]

4. After the institution determines an error
occurred, is the error corrected within one
business day? [§205.11(c)(1)]

Yes No

5. If the institution needs more time and
informs the consumer that it may take up to
45 days, does the institution:
[§205.11(c)(2)]

a. Provisionally credit the amount of the
alleged error (including interest, where
applicable) to the consumer's account
within ten business days of the initial
report (except where written
confirmation is required but not
received within ten business days)?
[§205.11(c)(2)(i)]

b. Notify the consumer within two
business days of the amount and date
of the provisional crediting and the
fact that the consumer will have full
use of funds pending the outcome of
the investigation? [§205.11(c)(2)(ii)]

c. Give the consumer full use of the
funds during the investigation period?
[§205.11(c)(2)(ii)]

6. If the institution provisionally credited the
consumer’s account and determines that
an error has occurred, have procedures
been established to: [§205.11(c)(2)]

a. Correct the error (including crediting
interest or refunding fees) within one
business day? [§205.11(c)(2)(iii)]

b. Notify the consumer within three
business days of the correction and
that a  provisional credit has been
made final? [§205.11(c)(2)(iv)]

7. If the institution determines that no error
has occurred, have procedures been
established to: [§205.11(d)]

a. Within three business days of
concluding the investigation, provide a
written explanation of its findings and
include the notice of the consumer's
right to request the documents upon
which the institution relied in making
its determination? [§205.11(d)(1)]

b. Provide copies of documents?
[§ 205.11(d)(1)]
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Yes No

c. Upon debiting a provisionally credited
amount, notify the consumer of the
date and amount of the debit and the
fact that the institution honors checks
and drafts to third parties and
preauthorized transfers for five
business days after notification
(specifying the calendar date debiting
will occur) to the extent that they
would have been paid if the
provisionally credited funds had not
been debited? [§205.11(d)(2)]

H. Section 205.13 – Administrative
Enforcement

1. Has the institution preserved evidence of
compliance with the requirements of the
Act for a two-year period or longer?
[§205.13(b)]

I. Section 205.15—Electronic Fund Transfer
of Government Benefits

1. If a government agency does not provide a
periodic statement for electronic
government benefits, does the agency:

a. make the consumer’s account
balance available though a readily
available telephone line and at a
terminal; [§205.15(c)(1)]

b. promptly provide a written history of
the consumer’s account transactions
in response to a request that covers at
least 60 days preceding the date of
request by consumer; and
[§205.15(c)(2)]

c. provide modified initial disclosures
according to §205.15(d)(1) and an
annual error resolution notice
according to §205.15(d)(2)?

Yes No

J. Internal Control Procedures

1. Does the institution have adequate
procedures to insure that notification of
loss, theft, or unauthorized use promptly
results in halting unauthorized transfers
from a consumer's account, and
recrediting amounts when appropriate?

2. Do the institution's procedures indicate a
willingness to resolve consumer complaints
regarding EFT matters?

3. Does a review of statements indicate that
transaction identifications are in
compliance with Regulation E?

4. Do automated teller and point-of-sale
transfer receipts provide a clear description
of the transaction that is in compliance with
Regulation E?

5. Is the institution's advertising of EFT
services free of ambiguous and deceptive
statements?

6. Is the consumer's responsibility with regard
to personal access codes explained?

7. Does a review of merchant agreements
and internal controls indicate that
consumers are treated consistently with
what has been disclosed to them
(transaction limitations, costs,
documentation, identification, etc.)?

8. Does the institution maintain any log or
tracking sheet for error resolution?

9. Are personnel able to distinguish between
the applicability of Regulation E and Z as
part of the issuance of debit and credit
cards, error resolution procedures and
consumer liability?
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Yes No

1. Does the institution ensure that its
representatives do not make, and its
advertising does not include, statements
that would discourage, on a prohibited
basis, a person from making or pursuing
an application? [§202.5(a) and §528.4]

2. Does the institution ensure that it limits
requests for information about:

• applicant race, sex, marital status
and age to what is required for
monitoring purposes for loans
secured by a dwelling? [§202.5(b),
§202.13(a)]

• an applicant’s spouse or former
spouse to situations where such
person will be liable on or use the
account, or where their income,
property, alimony, child support or
maintenance payments are a basis
for repayment of the loan?
[§202.5(c)(2)]

• the marital status (recorded only as
married, unmarried and separated)
of an applicant if the application is for
other than individual unsecured
credit? [§202.5(d)(1)]

• whether applicant’s income is derived
from alimony, child support, or
separate maintenance payments until
after applicant is advised of the option
to exclude such income sources (and
information about them) from a
determination of his or her
creditworthiness? [§202.5(d)(2)]

• the applicant’s optional designation
of a “title” (e.g., Mr., Mrs., Miss or
Ms.), and does not ask about
applicant’s sex or use any terms
other than those that are neutral as
to sex on an application form?
[§202.5(d)(3)]

• applicant’s dependents, and does not
ask about applicant’s birth control
practices, intentions concerning
childbearing or rearing, or capability
to bear children? [§202.5(d)(4)]

Yes No

3. Does the institution provide a copy of the
appraisal report used in connection with an
application for credit that is to be secured
by a dwelling? [§202.5a]

4. Does the institution ensure that it does not
take a prohibited basis into account when
evaluating the creditworthiness of
applicants, [§202.6(b)(1) and §528.2(c)]
except for age, and then only when
[§202.6(b)(2)]:

• the age of an elderly applicant is used
to favor that applicant in extending
credit; and either

• the applicant’s age is used as a
predictive variable in an empirically
derived, demonstrably and statistically
sound credit scoring system, provided
that the age of an elderly applicant is
not assigned a negative factor or
value; or

• the applicant’s age is used for the
purpose of determining a pertinent
element of creditworthiness in a
judgmental underwriting system?

5. When evaluating an applicant’s
creditworthiness, does the institution ensure
that it does not take into account
information about applicant’s child rearing
or child bearing propensities, or applicant’s
possession of a telephone listing?
[§202.6(b)(3) & (4)]

6. Does the institution ensure that it does not
improperly discount or exclude the income
of an applicant (or spouse) due to a
prohibited basis, or because it is derived
from part-time employment, an annuity,
pension or other retirement benefit, or
where the applicant relies on alimony, child
support or separate maintenance
payments? [§202.6(b)(5)]

7. When considering an applicant’s credit
history, does the institution ensure that it
considers:

• all accounts designated as accounts
that the applicant and applicant’s
spouse are permitted to use, or for
which both are contractually liable;
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• on applicant’s showing, information
that tends to indicate that the reported
credit history does not accurately
reflect the applicant’s creditworthiness;
and

• at applicant’s request, any available
credit history of a spouse or former
spouse that applicant demonstrates
accurately reflects applicant’s
creditworthiness? [§202.6(b)(6)]

8. With respect to existing open-end
accounts, does the institution ensure that it
does not terminate or change the terms of
the account, or require reapplication on the
basis of the account holder’s age,
retirement, or change of name or marital
status, unless there is evidence of the
obligor’s inability or unwillingness to repay?
[§202.7(c)]

9. Does the institution ensure that it does not
require signature of a spouse (or other
person) on a credit instrument, unless: (a)
the spouse (or other person) is a joint
applicant; (b) the applicant’s
creditworthiness is based, in part, by
property jointly owned with the proposed
co-signor; (c) the transaction involves
property subject to state law community
property interests; or (d) in cases of
secured credit, the signature is reasonably
necessary to assure the property offered
will be available for the debt? [§202.7(d)]

10. Does the institution ensure that it does not
refuse to extend credit, or terminate an
account, because credit life, health,
accident, disability, or other credit-related
insurance is not available on the basis of
the applicant’s age? [§202.7(e)]

11. Does the institution notify applicants of
action taken on their applications in a
manner that is timely under Regulation B
[§202.9(a)(1)], and when notification is of
adverse action is it in writing and does it
contain:

• the name and address of the creditor?

• an accurate statement of the action
taken?

• a statement of the provisions of
§701(a) of ECOA? [§202.9(b)(1)]

Yes No

• the name and address of the creditor’s
regulator? and either

a statement of specific reasons for
the action? [§202.9(b)(2)] or

a disclosure of the process by which
to receive such reasons?
[§202.9(a)(2)]

12. When applications are submitted through a
third party, does the institution ensure that
the applicant is properly notified of action
taken? [§202.9(g)]

13. When responding to credit inquiries or
otherwise furnishing credit information,
does the institution ensure that it properly
reports information about accounts in which
both spouses participate? [§202.10]

14. With respect to non-business credit, does
the institution retain for 25 months (after
notice of action taken or notice of
incompleteness) [§202.12(b)]:

• the application and all material
supporting the evaluation thereof?

• all information obtained for monitoring
purposes?

• the notification of action taken?

• a statement of specific reasons for
adverse action?

• discrimination complaints under
Regulation B?

15. Does the institution ensure that it retains all
information from a file under investigation
until final disposition of the investigation
and any resulting enforcement action?

16. Does the institution ensure that it retains
application materials concerning business
credit for the time period (12 months), and
in the form, required by Regulation B?



EQUAL CREDIT OPPORTUNITY ACT
FAIR HOUSING ACT

OTS NONDISCRIMINATION REGULATIONS

Checklist

Office of Thrift Supervision September 1999 APPENDIX-29

Yes No

17. Does the institution ensure that it does not
discriminate against any person because of
race, color, religion, sex, handicap, familial
status, or national origin in the making,
purchasing, or pricing of any loan, or other
financial assistance, for purchasing,
constructing, improving, repairing or
maintaining a dwelling?
[Fair Housing Act § 805]

18. Does the institution ensure that it does not
discriminate in the making, purchasing, or
pricing of any loan because of the age or
location of the property, or because of the
race, color, religion, sex, handicap, familial
status, marital status, age or national origin
of any applicant, co-applicant, prospective
tenant of the owner, or the occupants of
other dwellings in the vicinity? [§ 528.2(a)]

19. Does the institution ensure that it does not
use or rely upon an appraisal of a dwelling
that improperly discriminates on the basis
of the age or location of the dwelling?
[ § 528.2a(a)]

Yes No

20. Does the institution have clearly written,
non-discriminatory underwriting guidelines,
readily available to the public upon
request? [[§528.2a (b)]

21. Does the institution properly include in its
advertisements, a facsimile of the Equal
Housing lender logotype and legend, and
does it post and maintain one or more
Equal Housing Lender Posters (in the
prescribed format) in the lobby of each of
its offices in a prominent place readily
apparent to persons seeking loans?
[§528.4 & .5]

22. Does the institution ensure that it properly
maintains and reports its HMDA LAR,
including the requirement to record and
report denial reasons? [§528.6]
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Operations

A.    Date of Deposit

1. Does the bank consider every day except
Saturday, Sunday , or Federal Holidays, as
a “business day”? [§229.2(g)]

2. Does the bank consider as a “banking day”
those business days upon which an office
of the bank is open for substantially all of
its business? [§229.2(f)]

3. Does the bank have a cut–off, for receipt
of deposits, of 2 p.m. or later for bank
offices and 12:00 noon or later for ATMs?
[§229.19(a)(5)(ii)]

4. Does the bank comply with the following
rules in determining when funds are
considered to have been deposited?

a. Deposits over the counter or at ATMs
are considered deposited when
“received”. [§229.19(a)(1)]

b. Mail deposits are considered
deposited when they are received by
the mail room of the bank.
[§229.19(a)(2)]

c. Deposits in a night depository, lock
box, or similar facility are considered
received when the deposits are
removed from the facility and are
available for processing.
[§229.19(a)(3)]

d. Deposits at an off–premise ATM (not
within 50 feet of the bank) that is not
serviced more than twice a week are
considered received as of the date
the deposits are removed from the
ATM by the bank. [§229.19(a)(4)]

5. Does the bank consider deposits made on
a non–banking day to have been received
no later than the next banking day?
[§229.19(a)(5)(i)]

6. When funds must be available on a given
“business day,” does the bank make the
funds available at the later of 9 a.m. or at
the time the bank’s teller facilities (including
ATMs) are available for account
withdrawals? [§229.19(b)]

Yes No

7. If the bank limits cash withdrawals, does
the bank make $400 available for cash
withdrawals no later than 5:00 pm on the
appropriate business day (second day for
local checks, fifth for nonlocal checks)
following the day of deposit? [§229.12(d)]

B. Required Next Day Availability

1. Does the bank make funds from the
following types of deposits available for
withdrawal no later than the first business
day following the date of deposit?

a. Electronic payments. [§229.10(b)]

b. Checks drawn on the U.S. Treasury
and deposited to the payee’s account.
[§229.10(c)(1)(i)]

c. “On Us” checks or checks that are
drawn on and deposited in branches
of the same bank in the same state or
check processing region.
[§229.10(c)(1)(vi)]

2. Does the bank make funds from the
following deposits available no later than
the first business day after the day of
deposit, if the deposit is made in person to
a bank employee, or no later than the
second business day if the deposit is not
made in person to a bank employee?

a. Cash Deposits. [§229.10(a)(1) and
(2)]

b. U.S. Postal Service money orders
deposited in an account held by the
payee of the check.
[§§229.10(c)(1)(ii), 229.10(c)(2)]

c. Checks drawn on a Federal Reserve
Bank or Federal Home Loan Bank
deposited in an account held by the
payee of the check.
[§§229.10(c)(1)(iii), 229.10(c)(2)]

d. Checks drawn by a state or local
governmental unit and deposited:

 
• in an account held by the payee

of the check
[§§229.10(c)(1)(iv)(A),
229.10(c)(2)]
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• in a depository bank located in
the same state as the
governmental unit issuing the
check [§§229.10(c)(1)(iv) (B),
229.10(c)(2)]; and 

 
• accompanied by a special

deposit slip (if required by the
bank to make the funds available
on the next business day).
[§§229.10(c)(1)(iv)(D),
229.10(c)(3)]

e. Cashier’s checks, certified checks,
and teller’s checks (as defined in
§229.2) deposited in an account held
by the payee of the check when:

• the check is accompanied by a
special deposit slip (if required
by the bank to make the funds
available on the next business
day)? [§§229.10(c)(1)(v)(C),
229.10(c)(3)]

3. If the bank requires the special deposit
slips, for questions 2(d) and 2(e) above
does it provide the slip to its customers, or
inform its customers how to prepare or
obtain the slips? [§229.10(c)(3)(ii)]

Are the special deposit slips reasonably
available? [§229.10(c)(3)(ii)]

4. Is the first $100 of a customer’s daily
aggregate deposits of checks not subject
to the next–day availability rules, available
on the next business day?
[§229.10(c)(1)(vii)]

5. Is the $100 in addition to other deposited
amounts with required next–day
availability? [§229.10(c)(1)(vii)]

C. Local Checks and Certain Other Deposits

1. Are funds from local checks generally
available no later than the second business
day after the day of deposit?
[§229.12(b)(1)]

2. If a bank limits cash withdrawals,
[§229.12(d)]

Yes No

a. Is the $100 available on the next
business day after the day of deposit
for withdrawal in cash or by check?

b. Is the $400 available for cash
withdrawal sometime before 5:00 pm
on the second business day after the
day of deposit?

c. Are any remaining funds available for
withdrawal the business day after the
$400 was made available?

3. For Treasury checks and U.S. Postal
Money Orders that do not meet the criteria
for next–day (or second day) availability,
does the bank make funds available no
later than the second business day after
the date of deposit? [§229.12(b)(2) and
(3)]

4. Are funds deposited by cash or check at a
nonproprietary ATM available no later than
the fifth business day after the banking day
of deposit? [§229.12(f)]

D. Nonlocal Checks

1. Are funds from nonlocal checks generally
available no later than the fifth business
day after the day of deposit?
[§229.12(c)(1)]

2. If the bank is located in a city listed in
Appendix B, does it have procedures to
make funds for certain non–local checks
available on a shorter schedule as required
by the Appendix? [§229.12(c)(2)] 

3. If the bank limits cash withdrawals,
[§229.12(d)]

a. Is $100 available on the next business
day after the day of deposit for
withdrawal in cash or by check?

b. Is $400 available for cash withdrawal
sometime before 5:00 pm on the fifth
business day after the day of deposit?

c. Are any remaining funds available for
cash withdrawal the business day
after the $400 was made available?
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E. Payable Through Checks

1. Does the bank’s policy distinguish between
local and nonlocal checks (are funds from
local and nonlocal checks available on the
second business day following the day of
deposit)? [§229.16(b)(2), footnote 3(a)]

2. If local and nonlocal checks are treated
differently,

a. Does the policy state that payable
through checks will be treated as local
or nonlocal based on the location of
the bank where the check is payable?
[§229.16(b)(2)]

b. Does the policy either: [§229.16(b)(2),
footnote 3(a)]

• Describe how the customer can
determine whether the checks
will be treated as local or
nonlocal or,

• State that special rules apply
and that the customer may ask
about the availability of these
checks?

Extended Holds

F. Case–by–Case Holds

1. Does the bank’s specific availability policy
disclosures indicate that case– by–case
holds may be placed? [§229.16(c)(1)]

If yes, does the disclosure:

a. state that the bank may extend the
time period in which deposits may be
available for withdrawal?
[§229.16(c)(1)(i)]

b. provide the latest time a deposit will
be available for withdrawal, if the
availability time frame is extended?
[§229.16(c)(1)(i)]

Yes No

c. state that the bank will notify the
customer if funds from a particular
deposit will exceed the time period
outlined in the bank’s funds availability
policy? [§229.16(c)(1)(ii)]

d. encourage customers to ask when
particular deposits will be made
available for withdrawal?
[§229.16(c)(1)(iii)]

2. When case–by–case holds are placed,
does the bank provide the customer with a
written notice of the hold? [§229.16(c)(2)]

3. Does the notice include:

a. the customer’s account number;
[§229.16(c)(2)(i)(A)]

b. the date and amount of the deposit;
[§229.16(c)(2)(i)(B)]

c. the amount of the deposit that is being
delayed; [§229.16(c)(2)(i)(C)]

d. the day the funds will be available for
withdrawal? [§229.16(c)(2)(i)(D)]

4. Does the bank provide the notice at the
time the deposit is made, if the deposit is
made to an employee of the depository
bank? [§229.16(c)(2)(ii)]

5. If the notice is not given at the time of
deposit, does the depository bank mail or
deliver the notice to the customer not later
than the first business day after the day of
the deposit? [§229.16(c)(2)(ii)]

6. If the bank does not provide the notice at
the time of deposit, does it refrain from
charging the customer overdraft or return
check fees if:

a. the overdraft or other fee would not
have occurred if the deposited check
had not been delayed; and

b. the deposited check was paid by the
paying bank? [§229.16(c)(3)]
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7. If the bank does not provide the notice at
the time of deposit and charges overdraft
fees, does it notify the customer of the right
to a refund of such fees and how to obtain
the refund? [§229.16(c)(3)]

8. Does the bank refund the fees if the
conditions listed in question 6 above are
met and the customer requests a refund?
[§229.16.(c)(3)]

G. Exception Based Holds

1. When invoking an exception hold for other
than new accounts, does the bank provide
the customer with a written notice which
includes:

a. the customer’s account number;
[§229.13(g)(1)(i)(A)]

b. the date and amount of the deposit;
[§229.13(g)(1)(i)(B)]

c. the amount of the deposit that is being
delayed; [§229.13(g)(1)(i)(C)]

d. the reason the exception was invoked;
[§229.13(g)(1)(i)(D)]

e. the day the funds will be available for
withdrawal (unless the emergency
conditions exception is invoked and
the bank does not know when the
funds will become available)?
[§229.13(g)(1)(i)(E)]

2. Does the bank refrain from delaying funds
availability beyond a reasonable time
period? (Note: Five days for local checks
and six days for nonlocal checks is
considered reasonable.) [§229.13(h)(4)]

Exceptions

H. New Accounts [§229.13(a)]

1. Does the bank’s definition of a new
account comply with the definition under
Section 229.13(a)(2)? (Note: If a customer
has had another transaction account at the
bank within the thirty days prior to opening
an account, the customer does not qualify
for the “new account” exception.)

Yes No

2. If the bank’s definition is different, does it
delay availability to new account holders
beyond the limits set forth in the
regulation?

3. Do bank disclosures accurately reflect the
bank’s practice for making deposited funds
available for new accounts?

4. Do cash deposits made in person to a
bank employee become available for
withdrawal on the first business day
following the day of deposit?
[§229.13(a)(1)(i), 229.10(a)(1)] 

5. Are cash deposits not made in person to a
bank employee available for withdrawal on
the second business day following the day
of deposit? [§229.13(a)(1)(i), 229.10(a)(2)] 

6. Are electronic transfers into new accounts
available for withdrawal on the business
day following the day of the transfer is
received? [§229.13(a)(1)(i), 229.10(b)]

7. Is the first $5,000 from any of the following
types of check deposits available for
withdrawal from a new account not later
than the first business day after the day of
the deposit, if the deposits meet the
requirements of Section 229.10(c)*:
[§229.13(a)(1)(ii)]

a. Treasury checks [§229.10(c)(1)(i)]

b. U.S. Postal service money orders
[§229.10(c)(1)(ii)]

c. Federal Reserve or Federal Home
Loan Bank checks [§229.10(c)(1)(iii)]

d. State or local government checks
[§229.10(c)(1)(iv)]

e. Cashier’s certified and Teller’s check
[§229.10(c)(1)(v)]

f. Traveler’s checks [§229.10(c)(1)(v)]

• See Section I. B. of the
checklist.
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8. Is the amount of any deposit type listed in
question 7 exceeding $5,000 available for
withdrawal no later than the ninth business
day following the day of deposit?
[§229.13(a)(1)(ii)]

I. Large Deposits [§229.13(b)]

1. If the bank invokes the large deposit rule,
does it do so only to that portion of the
aggregate local and nonlocal check
deposits which exceed $5,000 on any one
banking day? [§229.13(b)]

2. Does the financial institution refrain from
applying this exception to deposits made in
cash, by electronic payment, or to checks
which must receive next–day availability
under Section 229.10(c)? (See
commentary to Section 229.13(b))

3. Does the bank provide customers with a
written notice of the longer delay?
[§229.13(g)(1)]

Is the notice: [§229.13(g)(1)(ii)]

a. provided at the time of the deposit,
when the deposit is received in person
by an employee of the bank, or

b. mailed on or before the first business
day after the day the bank learns of
the facts giving rise to the exception?

J. Redeposited Checks [§229.13(c)]

1. Does the bank refrain from applying the
redeposited exception to:

a. checks which are returned due to a
missing endorsement and are
subsequently endorsed and
redeposited? [§229.13(c)(1)]

b. checks which were returned because
they were postdated, but are not
postdated when redeposited?
[§229.13(c)(2]

2. Does the bank consider the day the check
was redeposited to be the day of deposit
when determining when funds must be
made available for withdrawal?
(Commentary to Section 229.13(c))

Yes No

K. Repeated Overdraft Exception
[§229.13(d)]

1. Does the bank impose longer holds for
depositors who have a history of
overdrafts?

2. Does the bank invoke the repeated
overdraft exception only when the account
balance is negative (or would have been
negative had checks or other charges been
paid):

a. six or more times during the preceding
6 months; or [§229.13(d)(1)]

b. two or more times during the
preceding 6 months, if the amount of
any negative balance would have
been $5,000 or more? [§229.13(d)(2)]

3. Is this practice articulated in the bank’s
written policy and initial disclosure
statement? [§229.16(a)]

4. When the bank imposes the longer delay
period, is the depositor notified of the
reason, in writing, at the time of deposit? If
not, is a notice mailed on or before the
First business day after the day of the
deposit or the day the bank learns and the
facts giving rise to the exception?
[§229.13(g)]

5. Does the bank return the account to the
normal availability schedule when the
account is no longer repeatedly
overdrawn? (Note: Banks may use this
exception for six months after the last
overdraft that makes the depositor a
“repeated overdraft”. See K.2 above).
[§229.13(d)] 

L. Reasonable Cause to Doubt Collectibility

1. Does the bank refrain from applying the
reasonable cause exception to:
[§229.13(e)(1)]

a. U.S. Treasury checks;

b. U.S. Postal money orders;

c. state and local government checks;

d. “on–us” checks?
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2. When the bank invokes a reasonable
cause exception, does it provide the
customer with a written notice of exception
at the time the deposit was made, if the
deposit was made in person to an
employee of the bank? [§229.13(g)(1)(ii)]

3. If the deposit was not made in person to an
employee of the bank, or if the hold was
placed because of information learned
subsequent to the receipt of the deposit,
does the institution mail the exception
notice to the customer? [§229.13(g)(1)(ii)]

4. Does the bank retain copies of each
reasonable cause exception notice, along
with a brief statement of the facts which
lead to the hold, for a period of two years?
[§229.13(g)(5)]

5. Does the depository bank refrain from
invoking the reasonable cause exception
based on the race or national origin of the
depositor or the class of the check?
[§229.13(e)(1)]

6. Does the bank refrain from assessing a fee
for any subsequent overdraft, returned
check, or other unpaid charge (or advise
customers of their right to a refund of such
fees and refund them upon request) if all of
the following are met:

a. the depository bank extended the
availability period based on its belief
that the check was uncollectible
[§229.13(e)(1)];

b. the depositor was not provided with
the written notice required by Section
229.13(g)(1) at time of deposit
[§229.13(e)(2)];

c. the overdraft or return would not have
occurred if the availability period had
not been extended [§229.13(e)(2)(i)];
and

d. the deposited check was finally paid
by the paying bank? [§229.13(e)(2)(ii)]

7. Does the exception notice inform the
customer where to direct a request for a
refund of the overdraft fees?
[§229.13(e)(2)]

Yes No

M. Emergency Conditions [§229.13(f)]

1. Does the bank refrain from imposing
emergency condition holds on checks
subject to next–day availability under
229.10(c)? (Commentary to Section
229.13(f))

2. Does the bank invoke the emergency
conditions exception only in the following
circumstances and when the bank has
exercised necessary diligence as
circumstances require:

a. an interruption of communications or
computer or other equipment;
[§229.13(f)(1)]

b. suspension of payments by another
bank; [§229.13(f)(2)]

c. war; or [§229.13(f)(3)]

d. an emergency condition beyond the
control of the bank? [§229.13(f)(4)]

3. Does the bank make funds available for
withdrawal no later than a reasonable
period after the emergency has ended or
within the time period established by the
temporary and permanent schedules,
whichever is later? [§229.13(h)(3)] (As
stated in the commentary to §229.13(h)(4),
a reasonable period is 5 business days for
local checks and 6 for nonlocal checks.)

4. Does the bank provide customers with a
written notice of the longer delay?
[§229.13(g)(1)]

5. Is the notice provided at the time of the
deposit, if the deposit is received in person
by an employee of the bank or is the notice
mailed on or before the first business day
after the day the bank learns of the facts
giving rise to the exception?
[§229.13(g)(1)(ii)]
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Miscellaneous

N. Calculated Availability

Non-consumer Transaction Accounts
[§229.19(d)]

1. Does the bank calculate funds availability
for non–consumer accounts based on a
sample of the customer’s deposits? If yes,
obtain a copy of the bank’s formula for
determining its availability schedule.
Review a sample of checks similar to that
used by the bank to calculate funds
availability and answer the following:

a. Is the sample of checks large enough
to accurately utilize the formula?

b. Does the formula accurately
represent the average composition of
the customer’s deposits?

Yes No

c. Does the specified percentage of
available funds appear reasonable?
(Is a set percentage available the next
business day, with remaining funds
available according to the customer’s
deposit mix?)

2. Based on the sample, are the terms of
availability for the account equivalent or
more prompt than the terms outlined in the
regulation?

Payment of Interest

Review a copy of the bank’s availability
schedule for check deposits credited
through the Reserve Bank or its
correspondent bank. Determine the time
that the bank receives provisional credit for
check deposits.

For each interest–bearing transaction
account offered by the bank (e.g., NOW
accounts, ATS accounts), does the bank
begin to accrue interest on the funds
deposited no later than the business day
on which the bank receives provisional
credit for the funds? [§229.14] 
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1. When adverse action is based on a
consumer report (as defined in the Fair
Credit Reporting Act), does the financial
institution disclose the fact that the adverse
action was based, in whole or in part, on
the consumer reporting agency report, and
does it provide: (A) the name, address and
telephone number of the consumer
reporting agency furnishing the report, (B)
a statement that the consumer reporting
agency did not make the decision to
provide the consumer the specific reasons
why the adverse action was taken, and (C)
a notice of the consumer’s right to obtain a
free copy of the consumer report from the
consumer reporting agency within a 60 day
period and to dispute the accuracy or
completeness of any information contained
in the report? [§ 615(a)]

Yes No

2. When adverse action is based on other
outside information, does the financial
institution disclose the consumer’s right to
know the nature of the information as
provided in § 615(b) of the Act?

3. Does the financial institution have
procedures in place to provide the nature
of the outside information (Question #2)
upon request?

4. Is the financial institution a Consumer
Reporting Agency, and if so does it comply
with the requirements of Act?
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1. Is the institution aware of the
circumstances in which the FDCPA applies
and, as appropriate, has it established
internal procedures and controls to assure
compliance with the FDCPA?

2. Has the institution or its subsidiary acted as
a “debt collector” under the FDCPA by
either:

a. regularly attempting to collect
defaulted consumer debts owed to
others; or,

b. attempting to collect its own
consumer debts in a name other than
its own?

(If the answers to questions 2a and 2b are “No,”
the institution or its subsidiary has not acted as
a debt collector under the FDCPA and should
not complete the remainder of the checklist.)

Yes No

3. In attempting to collect consumer debts as
a “debt collector” under the FDCPA, did
the institution:

a. communicate with the consumer or
any third party in a prohibited
manner?

b. adhere to the required debt validation
procedure?

c. use any harassing, abusive, unfair or
deceptive practice or means?

d. collect any more than authorized by
the debt instrument or state law?

e. properly apply any payment received
in the case of multiple debts owned by
the same consumer?

f. bring legal action only in a judicial
district permitted under the FDCPA?
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Yes No

1. Is the financial institution exempt from the
requirements of Regulation C because it is
subject to a state disclosure law that
imposes similar requirements?

Do not proceed if the answer to the
preceding question is “Yes.”

2. Did the financial institution have a home
office or branch office in an MSA on
December 31 of the preceding year?
[Regulation C, Appendix A]

3. Did the financial institution have total
assets of more than $29 million on
December 31 of the preceding year?
[Regulation C, Appendix A]

4. Does the financial institution meet the
definition of “financial institution” as that
term is defined in Section 203.2(e)?

If all of the answers to questions 2, 3, and
4 are “Yes,” the financial institution is
subject to HMDA and should complete the
following questions.

5. Is the financial institution collecting loan
data regarding

a. applications for, and

b. origination, and

c. purchases of home purchase and    
home improvement loans (including
refinancing) for each calendar year?
[§203.4(a)]

6. Does the financial institution collect the
following data:  [Regulation C, Appendix A]

a. A unique number for the loan or loan
application, and the date the
application was received?

b. The type and purpose of the loan,
using the applicable codes?

c. The owner-occupancy status of the
property to which the loan relates,
using the applicable codes?

d. The amount of the loan or application,
rounded up to the nearest thousand?

Yes No

e. The type of action taken and the
date?

f. The location of the property to which
the loan or application relates, by
MSA number, state and county codes
and census tract, if the institution has
a home or branch office in that MSA?

g. The race or national origin, and sex of
the applicant or borrower (using
applicable codes)?

h. The gross annual income relied upon
in processing the application (rounded
up to the nearest thousand)?  (i.e.
$35,550 reported as 36)

Note:  Collection of the information in g.
and h. is optional on loans purchased or if
the financial institution had assets of $30
million or less on the preceding December
31.  If the applicant fails to provide this
information in mail or telephone
applications, the race or national origin and
sex need not be recorded, however, an
applicable code number is provided for this
situation (do not use “N/A”).  Collection of
this information is “not applicable” if the
applicant or borrower is not a natural
person (corporation, etc.).

i. The type of entity purchasing a loan
that the institution originates or
purchases and then sells within the
same calendar year?

j. The reasons for denial of an
application, using up to three
appropriate codes?

7. Is the loan data presented in the format
prescribed in Regulation C, Appendix A of
the regulation (or in electronic form as
prescribed in agency instructions)?

Questions 8 and 9 do not apply to
purchased loans or if the financial
institution had assets on the preceding
December 31 of $30 million or less.

8. Does the financial institution collect data
concerning race or national origin, and sex
as prescribed in Regulation C, Appendix B
of the regulation?
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Yes No

9. Does the financial institution note data
concerning race or national origin, and sex
on the basis of visual observation if the
applicant chooses not to provide this
information?  [Regulation C, Appendix B]

10. Does the financial institution avoid
reporting data on transactions excluded by
Section 203.4(d) of the regulation?

11. Did the financial institution send an edited
machine-readable copy to the appropriate
agency office by March 1 following the
year for which the loan data are compiled?
[§203.5(a)]

12. Does the financial institution retain a copy
of its loan register for at least three years?
[§203.5(a)]

13. Does the financial institution make its
mortgage loan disclosure statement
available to the public no later than three
business days after the institution receives
it from the FFIEC?  [§203.5(b)]

14. Does the financial institution make
itsmortgage loan disclosure statement
available to the public for five years?
[§203.5(d)]

15. Does the financial institution make its
mortgage loan disclosure statement
available at its home office and at least
one branch office in each MSA (or post the
address for sending written requests for
the statement in the lobby of each branch
office in an MSA where the institution has
offices, and mail or deliver a copy of the
statement within 15 calendar days of
receiving a written request)?  [§203.5(b)]

Yes No

16. Are the disclosure statements available for
inspection and copying during normal
business hours?

17. Does the financial institution avoid charging
a fee for obtaining a copy of its disclosure
statement, other than a reasonable charge
for photocopying?

18. Does the financial institution make its loan
application register available to the public
(after modifying it in accordance with
Appendix A) following the calendar year for
which the data are compiled, by March 31
for a request received on or before March
1, and within 30 days for a request
received after March 1? [§203.5(c)]

19. Does the financial institution make its
modified loan application register available
to the public for a period of three years?
[§203.5(d)]

20. Does the financial institution post a general
notice about the availability of its HMDA
data in the lobby of its home office and any
branch offices located in an MSA?
[§203.5(e)]

21. Does the financial institution promptly,
upon request, provide the location of
offices where the disclosure statement is
available?  (The financial institution may
comply with this requirement by including
such locations in its notice.)  [§203.5(e)]
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Yes No

1. Does the association reserve the right to
require the minimum advance notice on its
accounts in its account contracts?

2. Is the association aware that, for Federal
savings associations, the OTS preempts
state laws regarding abandoned and
dormant accounts, checking accounts,
disclosure requirements, funds availability,
savings account orders of withdrawal,
service charges and fees, state licensing or
registration requirements and special
purpose savings services?  [§557.11-.13]

3. If the association pays variable rates on
savings accounts, does the variable rate
have a schedule, index or formula on which
it is based?  [§557.14(b)]

Yes No

4. Does the association establish and
maintain deposit documentation practices
and records and does it administer and
monitor its deposit-related activities?
[§557.20]

5. Are adequate controls in place to assure
that payment of finders’ and brokers’ fees
on demand deposit accounts meet the
limitations in order not to be considered
interest payments?  [§561.16(b)]

6. Does the association have procedures in
place to restrict the number of transactions
on MMDA accounts?  [§561.28(a)(2)]
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Yes No

Coverage [12 CFR 572.3]

1. Does the institution make (including loans
acquired through table funding), increase,
extend or renew any loan secured by
improved real estate or a mobile home?
This checklist does not apply if the answer
is no.

2. Does the institution identify special flood
hazard areas (SFHAs)?

3. Does the institution determine if the
communities in which the property securing
the loan is or will be located participates in
the National Flood Insurance Program
(NFIP)?

Insurance Requirements [12 CFR 572.3]

1. Does the institution ensure that borrowers
obtain, prior to loan closing, insurance in an
amount at least equal to the lesser of the
outstanding principal balance of the loan or
the maximum limit of coverage available
under the National Flood Insurance Act?

2. Does the institution ensure that sufficient
insurance is maintained for as long as it
owns the loan? If no, refer to the “Forced
Placement” subsection.

3. If the institution purchases servicing rights
to loans covered by the regulation, do the
documents between the parties specify the
contractual obligations on the institution
with respect to flood insurance
compliance?

4. If the institution utilizes third parties to
service loans covered by the regulation, do
the contractual documents between the
parties meet the requirements of the
regulation?

5. Where multiple properties securing the loan
are located in SFHAs, does the institution
ensure that sufficient insurance is in place,
either through a single policy with a
scheduled list of several buildings or
multiple policies?

Yes No

Property Determination [12 CFR 572.6]

1. Are flood zone determinations accurately
prepared on the Standard Flood Hazard
Determination Form (SFHDF)?

2. Does the institution maintain the SFHDF
either in hard copy or electronic form for as
long as it owns the loan?

3. Does the institution rely on a prior
determination only if it is made on the
SFHDF, is no more than seven years old
and the community has not been
remapped?

4. If the institution utilizes a third-party to
prepare flood zone determinations, do the
contractual documents between the
parties:

a. provide for the third-party’s guarantee
of work?

b. contain provisions to resolve disputes
relating to determinations, to allocate
responsibility for compliance, and to
address which party will be respon-
sible for penalties incurred for non-
compliance?

Determination Fees [12 CFR 572.8]

1. Absent some other authority (such as
contract language), does the institution
charge a fee to the borrower for a flood
determination only when a loan:

a. is made, increased, renewed or
extended,

b. is made in response to a remapping
by FEMA, or

c. results in the purchase of flood
insurance under the forced placement
provisions?

2. If the institution is authorized to charge fees
for determination in situations other than
those noted above, is the practice followed
consistently?

3. Are the fees charged by the institution for
making a flood determination reasonable?
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Yes No

Notice Requirements [12 CFR 572.9]

1. Are borrowers provided written notice
within a reasonable time prior to loan
closing?

2. Does the notice contain the following
required information?

a. a warning that the building or mobile
home is, or will be, located in a SFHA;

b. a description of the flood insurance
requirements;

c. a statement that flood insurance is
available under the NFIP and may
also be available from private
insurers; and

d. a statement whether Federal disaster
relief assistance may be available in
the event of damage to a building or
mobile home caused by flooding in a
Federally-declared disaster.

3. In the case of a sale or lease, if the
institution uses the alternate notice
provision permitted by the regulation, does
the institution obtain satisfactory written
assurance from the seller or lessor that,
within a reasonable time before completion
of the transaction, the seller or lessor has
provided the notice?

4. Does the institution provide a copy of the
borrower notification to the servicer of the
loan within the required time frames?

5. Does the institution retain a record of
receipt of the notifications provided to the
borrower and the servicer for as long as it
owns the loan?

Yes No

Escrow Requirements [12 CFR 572.5]

1. If the institution requires the escrow of
funds for property taxes, hazard insurance
or other fees on residential improved real
estate, does it also require the escrow of
funds to cover premiums associated with
flood insurance for loans closed after
October 1, 1996?

2. For loans closed after October 1, 1996 that
are subject to RESPA and where flood
insurance is required, does the institution
comply with the provisions of §10 of
RESPA (24 CFR Section 3500.17 of HUD
Regulation X) for those escrow accounts?

Forced Placement Requirements [12 CFR
572.7]

1. If at any time during the life of the loan, the
institution determines that property securing
the loan lacks adequate flood insurance
coverage:

a. Does the institution provide written
notice to the borrower stating that the
necessary coverage must be obtained
within 45 days after the notice or the
institution will purchase it on the
borrower’s behalf?

b. Does the institution purchase the
coverage on the borrower’s behalf if
the borrower does not obtain the
required policy within the required
time period?

Notice to Director of FEMA [12 CFR 572.10]

1. Does the institution provide the appropriate
notice to the carrier of the insurance policy
(the Director of FEMA’s designee)
regarding the identity of the servicer of a
designated loan?

2. If the institution sells or transfer the
servicing of designated loans to another
party, does it provide the appropriate notice
to the carrier of the insurance policy within
60 days after the effective date of the
transfer of the servicer?
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Yes No

1. Are written loan policies in connection with
federally related mortgage loans in
compliance with Regulation X?

2. Does the institution have established
operating procedures which address the
requirements of Regulation X?

3. Are mortgage lending personnel
knowledgeable for the requirements of
RESPA and Regulation X?

Special Information Booklet

4. For applicable transactions, is the Special
Information Booklet provided within three
business days after the financial institution
or broker receives or prepares a written
application for a loan?

Good Faith Estimate (GFE)

5. Is a GFE of charges for settlement
services, if required, provided within three
business days after an application is
received or prepared?

6. Does the good faith estimate appear in a
similar form as in Appendix C, to
Regulation X?

7. Does the GFE contain the following
required elements:

a. The lender’s name, or if the GFE is
being given by a broker, the legend
required in accordance with Appendix
C?

b. An estimate of all charges listed in
Section L of the HUD-1 or HUD-1A,
expressed either as a dollar amount
or range?

c. For “no cost” or “no point” loans,
charges shown on the GFE to include
payments to be made to affiliated or
independent settlement service
providers (shown on HUD-1 or HUD-
1A as “paid outside of closing”)?

d. An estimate of any other charge the
borrower will pay based upon
common practice in the locality or the
mortgaged property?

Yes No

8. From a review of Form HUD-1 or HUD-1A,
prepared in connection with the transaction,
are amounts shown on the GFE reasonably
similar to fees actually paid by the
borrower?

9. Does the financial institution require the
borrower to use the services of a particular
individual or firm for settlement services?

a. In cases where the lender requires
the use of particular provider of a
settlement service (except the
lender’s own employees) AND
requires the borrower to pay any
portion of the cost, does the GFE
include:

i. The fact that the particular
provider is required?

ii. The fact that the estimate is
based on the charges of the
designated provider?

iii. The name, address, and
telephone number of each
provider?

iv. The specific nature of any
relationship between the
provider and the lender?

b. If the lender maintains a list of
required providers (five or more for
each services) and, at the time of
application has not chosen the
provider to be selected from the list,
does the lender satisfy the GFE
requirements by providing a written
statement that the lender will require
a particular provider from a lender-
controlled list and by providing the
range of cost for the required
providers?

10. If an affiliated business arrangement exists
between a referring party and any provider
of settlement services, does the lender
require the services of particular providers?

a. If an affiliated business arrangement
exists, is the lender’s only required
use that of the attorney, credit
bureau, or appraiser?
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Yes No

b. Did the financial institution provide the
Appendix D disclosure form?

Uniform Settlement Statement Form
(HUD-1 and HUD-1A)

11. Does the financial institution use the current
Uniform Settlement Statement   (HUD-1 or
HUD-1A) as appropriate?

12. Does the HUD-1 or HUD-1A contain the
following:

a. Charges properly itemized for both
borrower and seller in accordance with
the instructions for completion of the
HUD-1 or HUD-1A?

b. All charges paid to one other than the
lender itemized and the recipient
named?

c. Charges required by the financial
institution but paid outside of closing,
itemized on the settlement statement,
marked as “paid outside of closing” or
“P.O.C.,” but not included in totals?

13. If the financial institution conducts
settlement:

a. Is the borrower, upon request, allowed
to inspect the HUD-1 or HUD-1A at
least one day prior to settlement?

b. Is the HUD-1 or HUD-1A provided to
the borrower and seller at settlement?

c. In cases where the right to delivery is
waived or the transaction is exempt, is
the statement mailed as soon as
possible after settlement?

14. Are the HUD-1 and HUD-1A forms
retained for five years?

Mortgage Servicing Transfer Disclosure

15. Does the mortgage servicing transfer
disclosure form language substantially
conform with the model disclosure in
Appendix MS-1 to Regulation X?

Yes No

16. Does the applicant receive the mortgage
servicing transfer disclosure at the time of
application or, if the application was not
taken face-to-face, within three business
days after receipt of the application?

17. Does the disclosure state whether the loan
may be assigned or transferred while
outstanding?

Notice to Borrower of Transfer of Mortgage
Servicing

18. If the institution has transferred servicing
rights, was notice to the borrower given at
least fifteen days prior to the transfer?

19. If the institution has received servicing
rights, was notice given to the borrower
with fifteen days after the transfer?

20. Does the notice by transferor and
transferee include the following information
as contained in Appendix MS-2 to
Regulation X:

a. The effective date of the transfer?

b. The new servicer’s name, address
and toll-free or collect call telephone
number of the transferor servicer?

c A toll-free or collect call telephone
number of the present servicer to
answer inquiries relating to the
transfer?

d. The date on which the present
servicer will cease accepting
payments and the date the new
servicer will begin accepting payments
relating to the transferred loan?

e. Any information concerning the effect
of the transfer on the availability of
terms of optional insurance and any
action the borrower must take to
maintain coverage?

f. A statement that the transfer does not
affect the terms or conditions of the
mortgage, other than terms directly
related to its servicing?

g. A statement of the borrowers rights in
connection with complaint resolution?
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Yes No

Responding to Borrower Inquiries

21. Have late fees been imposed within 60
days following a transfer of servicing or
were payments treated as late when
received by transferor rather than
transferee?

22. Does the institution respond to borrower
inquiries relating to servicing of RESPA
covered mortgage loans and refinancings
as prescribed in the regulation?

Specifically, does the institution:

a. Provide a written response
acknowledging receipt of a qualified
written request from a borrower for
information relating to the servicing of
the loan within 20-business days?

If not, has the action requested been
taken within the 20-business day
period?

b.  Within 60-business days after the
receipt of a qualified written request:

(i)     make appropriate corrections in the
account of the borrower and provide
written notification of the correction
(including in the notice the name and
the telephone number of a
representative of the institution who
can provide assistance)? OR

  (ii)(A)  Provide the borrower with a written
explanation that the reasons the
account is correct (including the
name and telephone number of a
representation of the institution
who can provide assistance)?  OR

  (ii)(B)   Provide the borrower with a written
explanation that explains why the
information requested is
unavailable or cannot be obtained
by the institution (including the
name and telephone number of a
representative of the institution
who can provide assistance)?

Yes No

23. Does the institution provide information
regarding an overdue payment to any
consumer reporting agency during the 60-
day period beginning on the date the
institution received any qualified written
request relating to a dispute regarding the
borrower’s payments?

Escrow Accounts

24. Does the institution perform an escrow
analysis at the creation of the escrow
account?

25. Is the initial escrow statement given to the
borrower within 45 days after the escrow
account is established?

26. For continuing escrow arrangements, is an
annual escrow statement provided to the
borrower at least once every twelve
months?

27. Does the initial annual escrow statement
itemize:

a. Amount of monthly mortgage
payment?

b. Portion of the monthly payment being
placed in escrow?

c. Charges to be paid from the escrow
account during the first 12 months?

d Disbursement date?

e. Amount of cushion?

28. Is the escrow statement provided within 30
days of the completion of the escrow
account computation year?

29. Does the annual escrow statement itemize:

a. Current mortgage payment and
portion going to escrow?

b. Amount of last years mortgage
payment and portion that went to
escrow?

c. Total amount paid into the escrow
account during the past computation
year?



REAL ESTATE SETTLEMENT PROCEDURES ACT
Checklist

52-APPENDIX September 1999 Office of Thrift Supervision

Yes No

d. Total amount paid from the escrow
account during the year for taxes,
insurance premiums, and other
charges?

e. Balance in the escrow account at the
end of the period?

f. Explanation of how any surplus is
being handled?

g. Explanation of how any shortage or
deficiency is to be paid by the
borrower?

h. If applicable, the reason(s) why the
estimated low monthly balance was
not reached?

30. Are monthly escrow payments following
settlement no larger than 1/12 of the
amount expected to be paid for taxes,
insurance premiums, and other charges in
the following twelve months, plus 1/6 of
that amount?

31. Does the servicer notify the borrower at
least annually of any shortage or deficiency
in escrow account?

32. Does the institution make payments from
the escrow account for taxes, insurance
premiums and other charges in a timely
manner as they become due?

No Fees for RESPA Disclosures

Yes No

33. Does the financial institution charge a fee
specifically for preparing and distributing the
HUD-1 forms, escrow statements or
documents required under the Truth-in-
Lending Act?

Purchase of Title Insurance

34. When the financial institution owns the
property being sold, does it require or give
the impression that title insurance is
required from a particular company?

Payment or Receipt of Referral or Unearned
Fees

35. Is institution management aware of the
prohibitions against payment or receipt of
kickbacks and unearned fees?

36. Are federally related mortgage loan
transactions referred by brokers, affiliates,
or other parties? OR;

Does the institution refer services to
brokers, affiliates, or other parties?

37. If fees were paid to the institution or any
parties identified:

a. Were all fees paid to the broker,
affiliate, service provider, or other
party consistent with the requirements
of section 3500.14(g) and for goods or
facilities actually furnished or services
actually performed?

b. Were payments made to an affiliate or
the affiliate’s employees?
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Yes No

1. Has the financial institution established
procedures for fulfilling requests by
government authorities for customers’
financial records in compliance with the
act?

2. Has the financial institution received any
requests covered by the act for customers’
financial records? If “yes” is answered,
complete the remaining questions.

3. Does the financial institution have internal
controls in place which are adequate to
ensure that all requests are handled in
compliance with the act?

4. As required by § 1103(b), does the
financial institution provide customers’
financial records to government authorities
only after receiving proper written
certification required by the act?

5. Does the financial institution refrain from
requiring a customer’s authorization for
disclosure of financial records as a
condition of doing business? (§ 1104(b))

Yes No

6. Does the financial institution maintain
records of all disclosures of customers’
records made to a government authority in
connection with a government loan,
guaranty or insurance program?
(§ 1113(h)(6))

a. Does the financial institution allow the
customer to examine these records
upon request?

7. Does the financial institution keep
adequate records of those instances in
which a customer’s financial records are
disclosed to a government authority, upon
authorization by the customer, including a
copy of the request and the identity of the
government authority? (§ 1104(c))

a. Does the financial institution allow the
customer to examine these records
upon request (unless blocked by a
court order)?

Questions 3-7 answered with a “no” require an
explanation on how the financial institution
intends to comply with the requirements of the
act.
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Yes No

Truth in Lending Credit and Charge Card
Disclosures

1. Is the institution a credit or charge card
issuer under Sections 226.2(a)(17) and
§226.2(a)(15)?

If yes, answer questions 2 through 8.

2. Does the institution furnish, in tabular
format, on or with creditor-initiated direct
mail applications and pre-approved
solicitations to open credit card accounts,
the following written disclosures:

a. The annual percentage rate or rates
for purchases?  [§226.5a(b)(1)]

b. Any annual or periodic fee that may
be imposed for issuance or availability
of a card, including a one-time
membership fee, periodic
membership fees or fees based on
account activity or inactivity?
[§226.5a(b)(2)]

c. Any minimum or fixed finance charge
that could be imposed during a billing
cycle?  [§226.5a(b)(3)]

d. Any transaction fee that may be
imposed for the use of the card for
purchases?  [§226.5a(b)(4)]

e. The length or range of any "grace
period" or the fact that there is none?
[§226.5a(b)(5)]

f. The name (or an explanation, if
applicable) of the balance
computation method? [§226.5a(b)(6)]

g. The amount (or range, if different
from state to state) of any cash
advance fee imposed for an extension
of credit?  [§226.5a(b)(8)]

h. Any late payment charge (or range, if
different from state to state)?
[§226.5a(b)(9)]

i. Any fee (or range, if different from
state to state) that may be charged
for exceeding the credit limit?
[§226.5a(b)(10)]

Yes No

3. Does the institution provide, with creditor-
initiated telephone applications and pre-
approved solicitations for open-end credit
card accounts, oral disclosures of items
under 2.a. through 2.f. above?
[§226.5a(d)]

If not, does the institution alternatively
provide written disclosure within 30 days
after the consumer requests the card, but
no later than the delivery of the card, the
following:

a. Items under 2.a. through 2.i. above

b. The fact that the consumer need not
accept the card or pay any fee
disclosed unless the consumer uses
the card?

4. Does the institution disclose with creditor-
initiated applications and pre-approved
solicitations of open credit card accounts,
available to the public by means other than
by mail or telephone (for example, "take
one" applications), any one of the following:
[§226.5a(e)]

a. On the application or solicitation
(accurate as of the printing date), the
items under 2.a. through 2.i. (for
variable APRs the fully indexed rate
used within 30 days of the  printing
date); the date the required
information was printed, including a
statement that the information was
accurate as of that date and is subject
to change; a statement that the
consumer should contact the
institution for any changes in the
information disclosed and a toll free
telephone number or mailing address
for the consumer to obtain information
about changes in required
disclosures?
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b. On the application or solicitation
(accurate as of the time made
available to the public), the
disclosures required by Sections
226.6(a) through 226.6(c), a
statement that the consumer should
contact the institution for any changes
in the information disclosed, and a toll
free telephone number or mailing
address for the consumer to obtain
information about changes in the
disclosures?

c. On the application or solicitation, if
they do not contain information
required to be disclosed under items
2.a. through 2.i., a statement that
costs are associated with the use of
credit cards; a statement that the
applicant may contact the institution to
request disclosure of specific cost
information by calling a toll free
number or by writing to an address
specified in the application; and a toll
free telephone number and mailing
address for the consumer to obtain
cost information?

5. Does the institution, in response to a
consumer's request for cost information,
disclose (orally or in writing) the required
credit disclosures within 30 days of
receiving the request?  [§226.5a(e)(4)]

6. Does the institution provide appropriate
disclosures for creditor-initiated direct mail,
telephone, and general public applications
and solicitations to open charge card
accounts, as required by Sections
226.5a(b), (c) and (d) of Regulation Z?

7. If the institution imposes an annual fee,
including any fee based on account activity
or inactivity, does the institution provide (at
least 30 days or one billing cycle,
whichever is less, before the renewal date):
[§226.9(e)(1)]

a. Renewal statements containing items
in steps 2.a. through 2.f. above?

b. A statement as to how and when the
cardholder may terminate credit
availability under the account to avoid
paying the renewal fee?

Yes No

8. If the institution offers credit insurance and
decides to change insurance providers, are
consumers informed of the proposed
change in providers and of any increase in
rate or substantial decrease in coverage,
as a result of the change, and are
consumers given an opportunity to
discontinue the insurance? [§226.9(f)]

Truth in Lending Home Equity Lines of
Credit

1. Does the institution offer home equity lines
of credit?

If yes, answer questions 2 through 11.

2. Does the institution deliver the home equity
brochure or a suitable substitute at the time
the application is provided to the consumer
or within three business days of receiving
an application in the case of publication,
telephone or third party application
requests?

3. Does the institution furnish, on or with the
HELC application or within three business
days for publication, telephone or third
party applications:

a. A statement that the consumer should
retain a copy of the disclosures
(provided it is not in a form he can
keep)?  [§226.5b(d)(1)]

b. The time which an application must
be submitted to obtain the specific
disclosure terms?  [§226.5b(d)(2)(i)]

c. An identification of any disclosed term
that is subject to change before the
plan opens?  [§226.5b(d)(2)(i)]

d. The fact that the consumer may
receive a refund of all fees if the
consumer elects not to enter into the
plan due to a change in terms before
the agreement is final (other than
index fluctuations in a variable-rate
plan)?  [§226.5b(d)(2)(ii)]

e. The fact that the consumer's dwelling
secures the HELC and in case of
default, the loss of the dwelling may
occur?  [§226.5b(d)(3)]
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Yes No

f. The creditor's rights under certain
conditions to terminate the plan,
require immediate repayment and
impose fees upon termination, prohibit
additional  extensions of credit,
reduce the credit limit and implement
changes in the plan as specified in the
initial agreement?  [§226.5b(d)(4)(i)]

g. A statement that the consumer may
receive, on request, the conditions
that might trigger the actions listed
under 3.f. above?

h. The payment terms (if terms for the
draw and repayment period are
different, the terms for each must be
disclosed) including:

• The length of the draw and any
repayment period?

• An explanation of how the
minimum periodic payment will
be computed?

• The timing of periodic
payments?

• Whether a balloon payment may
or will result?

• A $10,000 example using a
recent APR showing the
minimum periodic payment?

• Any balloon payment and the
time to pay off the balance?
[§226.5b(d)(5)]

i. For fixed-rate HELCs, the recent
corresponding APR and a disclosure
that the APR does not include costs
other than interest?  [§226.5b(d)(6)]

j. An itemization of fees imposed by the
institution (in dollars or percentage) to
open, use or maintain the plan and
when the fees are payable?
[226.5b(d)(7)]

k. A good faith estimate of any fees that
might be imposed by third parties to
open the account?  [226.5b(d)(8)]

Yes No

l. A statement that the consumer may
receive, on request and as soon as
reasonably  possible, a good faith
itemization of third party fees?
[§226.5b(d)(8)]

m. A statement that negative
amortization might occur?
[§226.5b(d)(9)]

n. Transaction requirements under the
plan including limitations on the
number of advances that may be
obtained during any time period, or on
the amount of credit that may be
obtained during any time period, and
minimum outstanding balance or
draw requirements?  [§226.5b(d)(10)]

o. A statement that the consumer should
consult a tax advisor?
[§226.5b(d)(11)]

p. For variable-rate HELCs, the
following:  [§226.5b(d)(12)]

• That the APR, payment or term
may change?

• That the APR excludes costs
other than interest?

• Identification and source of the
index used?

• How the rate will be determined?

• That the consumer should ask
about current index value,
margin, discount or premium,
and annual percentage rate?

• That the initial APR is not based
on the index and margin used to
make later rate adjustments, and
the period of time the initial APR
will be in effect?

• The frequency of APR changes?

• Rules relating to changes in the
index value and APR and
resulting changes in the payment
amount?

• The limitations of APR changes?
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Yes No

• Minimum periodic payment
requirements?

• A 15-year historical table?

• That rate information will be
provided with the periodic
statement?

4. Does the institution collect only refundable
fees from the consumer before the end of
the three business days after the consumer
receives the disclosures and  brochure (or
six days from the date of mailing, if
mailed)?  [§226.5b(h)]

5. Does the institution refund any fees that it
collects from the consumer if the consumer
rejects the plan within three business days
after receiving the disclosures (even if there
is no change in the disclosed items)?
[§226.5b(h)]

6. Does the institution refund all fees when a
consumer rejects the plan because a
disclosed term changes (other than a
change due to fluctuation in the index)
before the plan is opened?  [§226.5b(g))

7. Is the institution providing, with the
traditional open-end credit disclosures
given before the first transaction, the
following written disclosures:

a.  Notification of the conditions which
may:

• Terminate the plan;

• Require immediate repayment
and impose fees for termination;

• Prohibit additional extensions of
credit;

• Reduce the credit limit; and

• Implement certain changes in
the plan as specified in the initial
agreement?  [§226.6(e)(1)]

Yes No

b. The payment terms such as the length
of the draw and any repayment
period, an  explanation of how the
minimum periodic payment will be
computed, the timing of  the periodic
payments and if a balloon payment
may or will result?  [§226.6(e)(2)]

c. A statement that negative
amortization might occur?
[§226.6(e)(3)]

d. A statement of any transaction
requirements under the plan?
[§226.6(e)(4)]

e. A statement that the consumer should
consult a tax advisor?  [§226.6(e)(5)]

f. A statement that the APR does not
include costs other than interest?
[§226.6(e)(6)]

g. A $10,000 example (if not already
provided to the consumer to keep)
using a recent APR showing the
minimum periodic payment, any
balloon payment, and the time to pay
off the balance?  [§226.6(e)(7)]

h. For variable-rate HELCs, the rules
relating to changes in the index, APR,
and  payment amount including
limitations, negative amortizations and
carryover; a  statement that rate
information will be provided on or with
each periodic statement and (if not
already provided to the consumer to
keep) the minimum payment required
when the maximum APR is in effect
for a $10,000 balance, when the
maximum APR may be imposed and
a 15-year historical table?
[§226.6(e)(7)]
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Yes No

8. Does the institution:

NOTE:  Whether or not the initial
agreement requires a repayment, if
during the draw period the consumer
subsequently enters into an
agreement to repay the  principal
balance, the new agreement is
closed-end credit and not subject to
the limitations below if the amount of
available credit will not be
replenished as the principal balance
is repaid.  Also, if the initial contract
does not call for a repayment period,
any later closed-end credit contract to
pay off the outstanding HELC
balance is not subject to these
limitations.

a. Base changes in the APR on an index
that is available to the public and not
under the institution's control for a
variable-rate HELC?  [§226.5b(f)(1)]

b. Not terminate an account and
demand payment, in advance of the
original term, for repayment of the
balance unless:

• There is fraud or material
misrepresentation  Failure to
meet the repayment terms of the
plan, or 

• The consumer takes actions or
fails to act in a manner that
adversely affects the institution's
security for the plan or any right
in the security?  [§226.5b(f)(2)]

c. Not change the account terms after
the agreement has been entered into,
unless: [226.5b(f)(3)(i)-(v)]

• The institution is permitted to
terminate the account?

• The change will unequivocally
benefit the consumer?

• A specified change occurs when
a specific event takes place, as
provided in the initial
agreement?

Yes No

• The index or margin is changed
because the original index is no
longer available?

• The consumer specifically
agrees to a certain change in
writing at the time of the
change?

• The change is insignificant?

d. Not reduce the credit limit and not
prohibit additional extensions of credit,
except  temporarily, under any of the
following circumstances:
[§226.5b(f)(3)(vi)]

• When the institution is permitted
to terminate the account?

• When the value of the dwelling
securing the plan declines
significantly (consumer's
unencumbered equity declines
by 50% or more)?

• When the consumer's financial
circumstances change
materially?

• When the consumer defaults on
any material obligation under the
agreement?

• When government action
restricts an APR increase?

• When the institution's security
interest is adversely affected due
to government  action and the
security value is less than 120%
of the credit line?

• When the institution is notified by
a regulatory agency that
continued advances constitute
an unsafe and unsound
practice?

• When the maximum APR is
reached?
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Yes No

9. Does the institution mail or deliver written
notice of adverse action to the consumer
within three business days of reducing the
consumer's credit limit or freezing the
account?  [§226.9(c)(3)]

a. If the adverse action notice requires
the consumer to request
reinstatement of the line, does the
institution respond appropriately when
the consumer makes such a request?

b. If the adverse action notice does not
require the consumer to request
reinstatement of the line, does the
institution respond appropriately when
the conditions which caused the
reduction in the credit limit or freezing
of the account no longer exist?

10. Does the institution's HELC advertising
include any:

a. Triggering terms, and if so, does the
ad include information on any loan fee
that is: a percentage of the credit limit;
any fees for opening the plan (stated
as a single dollar amount or range);
the annual percentage rate or rates;
the highest APR if the plan has a
variable rate; any minimum, fixed,
activity or transaction charges; and,
any membership fee?  [§226.16(d)(1)]
and [§226.16(b)]

b. Discounted rate, and if so, does the
ad state how long the rate will be in
effect and state a reasonably current,
fully indexed rate with equal
prominence?  [§226.16(d)(2)]

c. Minimum periodic payment, and if so,
does the ad disclose that a balloon
payment  may result, if applicable?
[§226.16(d)(3)]

d.  Reference to tax deductibility, and if
so, is the ad not misleading?
[§226.16(d)(4)]

11. Does the institution refrain from using
misleading terms, such as referring to
HELCs as free money in its advertising?
[§226.16(d)(5)]

General

1. Has the institution assigned clear and
definite compliance responsibilities to
specific officers and other staff?

2. Has the institution established internal
procedures and controls (forms,
instructions, etc.) reasonably adapted to
assure compliance with applicable
requirements?

3. Have those responsible for compliance
received training that is adequate as to the
requirements and proscriptions of
Regulation Z procedures and practices
(use of forms, computations to be made,
etc.) necessary to achieve compliance?

4. Has the institution established a review
mechanism (compliance committee,
internal or external auditor review, etc.)
designed to monitor the effectiveness of
the institution's efforts to comply with
Regulation Z? 

Open-End Credit  

1. Does the institution make the required
open-end credit disclosures clearly and
conspicuously in a form the consumer may
keep?  [§226.5(a)(1)]

2. Do the terms "financial charge" and "annual
percentage rate", when required  to be
disclosed with a corresponding amount or
percentage, appear more conspicuously
than any other required disclosure?
[§226.5(a)(2)]

3. Does the institution furnish initial disclosure
statements to new account   customers
before the first transaction is made under
the open-end plan?  [§226.5(b)(1)]

4. Do the initial disclosure statements
furnished under each open-end plan
contain the following, as applicable:

a. An accurate description of when
finance charges began to accrue,
including an  explanation of whether
any period exists within which any
credit extended may be repaid without
incurring a finance charge?
[§226.6(a)(1)]
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b. A disclosure of each periodic rate that
may be used to compute the finance
charge, the range of balances to
which each is applicable, the
corresponding annual  percentage
rate(s), and variable rate features, if
applicable?  [§226.6(a)(2)]

c. If different periodic rates apply to
different types of transactions, the
types of transactions to which each
periodic rate applies? [§226.6(a)(2)]

d. An explanation of the method used to
determine the balance on which the
finance charge may be computed?
[(226.6(a)(3))]

e. An explanation of how the amount of
any finance charge will be
determined?  [§226.6(a)(4)]

f. A statement of the amount of any
charge other than a finance charge or
how the  charge will be determined?
[§226.6(b)]

g. A statement that the institution has or
will acquire a security interest in
property purchased under the plan, or
in any other property identified by item
or type? [§226.6(c))

h. A statement that outlines the
consumer's rights and the institution's
responsibilities regarding the right of a
card holder to assert claims or
defenses against a card issuer and
the procedure for the resolution of
billing errors?  [§226.6(d)]

5. Do the periodic statements furnished to
consumers under each open-end credit
plan disclose the following, as applicable:

a. The balance in the account at the
beginning of the billing cycle?
[§226.7(a)]

b. An identification of each transaction
on or with each periodic statement?
[§226.7(b) and 226.8]

c. The amount and date of any credit to
the account?  [§226.7(c)]

d. Each periodic rate used to compute
the finance charge, the range of
balances to which each is applicable,
the corresponding annual percentage
rate(s), and that the periodic rate may
vary in variable rate contracts?
[§226.7(d)]

e. If different periodic rates apply to
different types of transactions, the
types of transactions to which each
periodic rate applies?  [§226.7(d)]

f. The balance amount to which each
periodic rate was applied and an
explanation of how that balance was
determined?  [§226.7(e)]

g. If a balance is determined without first
deducting all credits and payments
made during the billing cycle, that fact
and the amount of the credits and
payments? [§226.7(e)]

h. The amount of any finance charge
debited or added to the account
during the billing cycle using the term
"finance charge"?  [§226.7(f)]

i. The components of the finance
charge individually itemized and
identified to show the amount(s) due
to the application of a periodic rate
and the amount(s) of any other type
of finance charge?  [§226.7(f)]

j. If a finance charge was imposed
during the billing cycle, the annual
percentage rate(s) using the term
"annual percentage rate"?
[§226.7(g)]

k. The amounts, itemized and identified
by type, of any charges other than
finance charges debited to the
account during the billing cycle?
[§226.7(h)]

l. The closing date of the billing cycle
and the account balance on that
date? [§226.7(i)]

m. The date by which or period within
which the new balance or any portion
of that balance must be paid to avoid
additional finance charges? [(226.7(j)]
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n. The address to be used for notice of
billing errors?  (Alternatively, the
address may be provided, as
permitted under §226.9(a)(2), on the
summary statement billing rights.
[§226.7(k)]

6. Does the institution furnish a proper
statement of billing rights in a timely
fashion?  [226.9(a)]

7. If the terms of any open-end credit
accounts were changed since the date of
the previous examination, did the
institution comply with the advance notice
requirements?  [§226.9(c)]

8. Does the institution credit payments as of
the date of receipt (unless a delay in
crediting does not result in the imposition of
a finance or other charge)? [§226.10(a)]

9. Are statements received from merchants
for refunds credited to customers' accounts
within three business days of receipt?
[§226.12(e)(2)]

10. If credit balances in excess of $1 are
created in consumer accounts, does the
institution credit the balance amounts to
those accounts, refund the amounts upon
receipt of a written request and make an
effort to refund the amounts after six
months without receipt of request?
[§226.11]

11. Does the institution issue credit cards only
in response to oral or written  requests,
applications, or as renewals of or
substitutes for accepted credit cards?
[§226.12(a)]

12. Does the institution adhere to the $50
liability limit for unauthorized use?
[§226.12(b)]

13. Does the institution observe the card
holder's right to assert against the
institution claims and defenses which the
card holder could assert against the
merchant in a transaction? [§226.12(c)(1)]

14. Does the institution avoid reporting any
disputed amount as delinquent  before the
dispute is settled or judgment is rendered?
[§226.12(c)(2)]

15. Does the institution observe requirements
which prohibit the offset of any credit card
indebtedness against the deposit accounts
of card holders?   [§226.12(d)(1)]

16. Are merchant agreements or
arrangements void of any prohibitions or
restrictions on the offering of discounts to
cash customers or of tie-in arrangements
as a condition of participation in a credit
card plan?  [§226.12(f)(1) and (2)]

17. Does the institution follow the billing error
resolution procedures, including  applicable
time limits?  [§226.13]

18. If a security interest is or will be retained or
acquired in a consumer's principal dwelling
as a result of advances under an open-end
credit plan, does the institution follow the
applicable rescission procedures, including
furnishing the notice of the right to rescind
and delaying its performance?  [§226.15]

Closed-End Credit

1. Does the institution routinely furnish
completed disclosure statements before
consummation and, in the case of
residential mortgage transactions subject
to RESPA, are good faith estimates of the
required disclosures furnished within three
business days of receipt of a written
application but in no even later than
consummation?  [§226.17(b) and
226.19(a)]

2 Does the institution group the required
disclosures together, segregated from
other material, and are the disclosures
made clearly and conspicuously in writing
in a form the consumer may keep?
[§226.17(a)(1)]

3. Is any itemization of the amount financed
separated from the segregated
disclosures?  [§226.17(a)(1)]

4. Do the terms "finance change" and "annual
percentage rate", when required  to be
disclosed with a corresponding amount or
percentage rate, appear more
conspicuously than any other disclosure?
[§226.17(a)(2)]

5. Are the following disclosures made
accurately and in the manner prescribed:
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a. The identity of the creditor making the
disclosures?  [§226.18(a)]

b. The "amount financed", using that
term, and a brief description, such as
"the amount of credit provided to you
or on your behalf?  [§226.18(b))]

c. A separate, written itemization of the
amount financed except where there
is included a statement that the
consumer has the right to receive a
written itemization and the consumer
has not indicated in a space provided
that such itemization is desired?
[§226.18(c)]

d. The "finance charge", using that term,
and a brief description, such as "the
dollar amount the credit will cost
you"?  [§226.18(d)]

e. The "annual percentage rate", using
that term, and a brief description,
such as "the cost of your credit as a
yearly rate"?  [§226.18(e)]

f. The variable rate disclosures if the
annual percentage rate may increase
after consummation?  [§226.18(f)]

g. The number, amounts, and timing of
payments scheduled to repay the
obligation? [§226.18(g)]

h. The "total of payments", using that
term, and a descriptive explanation,
such as "the amount you will have
paid when you have made all
scheduled payments"? [§226.18(h)]

i. If the obligation has a demand
feature, that fact and also that the
disclosures are based on an assumed
maturity of one year if no alternate
maturity date is stated?  [§226.18(i)]

j. If the obligation includes a finance
charge computed from time to time
by application of a rate to the unpaid
principal balance, a statement
indicating whether a penalty may be
imposed if the obligation is prepaid in
full or alternatively, if the obligation
includes any other type of finance
charge, a statement indicating
whether the consumer is entitled to a
rebate of any finance charge if the
obligation is prepaid in full?
[§226.18(k)]

k. Any dollar or percentage charge that
may be imposed before maturity due
to a late payment?  [§226.18(l)]

l. The fact that the creditor has or will
acquire a security interest in property
purchased as part of the transaction,
or in other property identified by item
or type? [§226.18(m)]

m. The disclosures required to exclude
certain insurance premiums from the
finance charge?  [§226.18(o)]

n. A statement that the consumer should
refer to the appropriate contract
document for information about
nonpayment, default, the right to
accelerate the maturity of the
obligation, and prepayment rebates
and penalties?  [§226.18(p)]

o. In a residential mortgage loan
transaction, a statement whether a
subsequent purchaser of the dwelling
may be permitted to assume the
remaining obligation on its original
terms? [§226.18(q)]

p.  If the institution requires the
consumer to maintain a deposit as a
condition of the specific transaction, a
statement that the annual percentage
rate does not reflect the effect of the
required deposit?  [§226.18(r)]

6. Does the institution make the required
disclosures for refinancing?  [§226.20(a)]

7. Does the institution make the required
disclosures for assumptions? [§226.20(b)]
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8. If credit balances in excess of $1 are
created in consumer accounts, does the
institution:

a. Credit the balance amounts to the
consumer accounts?

b. Refund the amounts upon receipt of a
written request?

c. Make a good faith effort to refund the
amounts after six months without
receipt of any request?  [§226.21]

9. For any credit transactions that give rise to
the right of rescission, does the institution
comply with applicable requirements,
including furnishing the notice of the right to
rescind to each party having ownership
interest in the principal dwelling and
delaying its performance?  [§226.23(a), (b),
(c) and (d)]

10. If any consumers waived their right to
rescind, do the dated statements
describing the personal financial
emergencies justify the waivers?
[§226.23(e)]

11. Were the waivers written, not on a printed
form, and signed by each consumer
entitled to rescind?  [§226.23(e)]

12. Does the institution comply with the terms
of variable rate contracts concerning
determination and charging of interest?
[§226.18(f)]

Advertising (Open-End and Closed-End)

1. Do any advertisements placed by the
institution state only rates or other terms
that were actually being offered at the
time?  [226.16(a) and 226.24(a)]

2. If "triggering terms" were advertised, were
the other prescribed credit terms
disclosed?  [§226.16(b) and 226.24(c)]

3. If any annual percentage rate was subject
to increase after consummation, was that
fact disclosed?  [§226.16(b) and
226.24(b))]

4. Were all rates of finance charge expressed
only as an "annual percentage rate", using
that term?  [§226.16(b)(2) and 226.24(b)]

5. For advertisements of closed-end credit, if
a simple annual rate or a periodic rate
applied to an unpaid balance was stated,
did it appear along with (but not more
conspicuously than) the annual percentage
rate?  [§226.24(b)]

Adjustable Rate Mortgages

1. Does the financial institution utilize the
booklet entitled, “Consumer Handbook on
Adjustable Rate Mortgages,” or a suitable
substitute? [§226.19(b)(1)]

2. Does the financial institution provide the
booklet or a suitable substitute to
consumers when an application is provided
or prior to the payment of a non-refundable
fee, whichever is earlier?
[§ 226.19(b)]

3. Does the financial institution provide all
appropriate loan program disclosures to
consumers when an application is provided
or prior to the payment of a non-refundable
fee, whichever is earlier?
[§ 226.19(b)]

4. Do the loan program disclosures provide
for all of the following: [§ 226.19(b)(2)]

a. the fact that the interest rate, payment
or term may change?

b. the index or formula used in making
adjustments, and a source of
information about the index or
formula?

c. an explanation of how the interest rate
and payment will be determined,
including how the index is adjusted?

d. a statement indicating how the
consumer should inquire about the
current margin value and interest
rate?

e. the fact that the interest rate will be
discounted and a statement that the
consumer should inquire as to the
amount of the discount?

f. the frequency of interest rate and
payment changes?
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g. rules relating to changes in the index,
interest rate, payment amount and the
outstanding loan balance?

h. a 15-year historical example, based
on a sample $10,000 loan amount?

i. an explanation of how the consumer
may calculate the payments for the
loan amount to be borrowed based on
the most recent payment shown in the
historical example?

j. the maximum interest rate and
payment for a sample $10,000 loan
originated at the most recent interest
rate shown in the historical example
assuming the maximum periodic
increases in rates and payments and
the initial interest rate and payment for
that loan?

k. the fact that the loan contains a
demand feature?

l. the type of information that will be
provided in notices of adjustments
and the timing of such notices?

m. a statement that disclosure forms are
available for the creditor’s other
variable-rate programs?

Adjustment Notices

1. Are adjustment notices provided:
[§ 226.20(c)]

a. at least once each year when an
interest rate adjustment is
implemented without an
accompanying payment change?

b. at least 25, but not more than 120,
calendar days prior to the due date of
a payment at a new level?

2. Do the adjustment notices contain the
following required provisions, as applicable:
[§ 226.20(c)(1)-(5)]

a. current and prior interest rates?

b. index values upon which the current
and prior interest rates are based?

c. the extent to which the creditor has
foregone any increase in the interest
rate?

d. the contractual effects of the
adjustment, including the payment
due after the adjustment is made, and
a statement of the loan balance?

e. the amount of the payment required
to fully amortize the loan at the new
interest rate over the remainder of the
loan term if that amount is different
from the payment resulting from the
adjustment?

3. Does the financial institution’s computer
system or servicer adequately handle the
variable rate products offered by the
association?

4. Does the financial institution have
adequate operating procedures and
internal controls?

5. Do internal or external auditors or other
financial institution personnel periodically
test the accuracy of the association’s
variable interest rate adjustment system?

6. Do financial institution personnel who
implement rate changes receive adequate
training?

7. Does the financial institution retain records
of index values (e.g. copies of the Federal
Reserve Statistical Release)?
[§ 226.25(a)]

8. When accounts are opened or loans
consummated, is the appropriate loan data
accurately recorded into the financial
institution’s calculation systems?

Maximum Interest Rate Disclosure

1. Has the financial institution included the
maximum interest rate disclosure
provisions in all of its adjustable rate loan
contracts, including both open and closed-
end credit?
[§ 226.30]
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Miscellaneous (Open-End and Closed-End)

1. Does the institution retain evidence of
compliance for two years after the date
disclosures were required to be made or
other action was required to be taken?
[§226.25(a)]

2. Is the institution making proper oral
disclosures in response to consumer
inquiries about the cost of open-end and
closed-end credit?  [§226.26]
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Yes No

1. a. Does the institution make the required
disclosures clearly and conspicuously
in writing and in a form the consumer
may keep? [§230.3(a)]

b If the disclosures required by the
regulation are combined with the
institution’s other accounts, is it clear
which disclosures are applicable to
the consumer’s account? [§230.3(a)]

2. Do the disclosures reflect the terms of the
legal obligation between the consumer and
the institution? [§230.3(b)]

3. When orally responding to a consumer’s
inquiry about interest rates, does the
institution state the annual percentage
yield? [§230.3(e)].

4. Are all annual percentage yields accurate
to within .05% above or below the annual
percentage yield determined in accordance
with Appendix A of the regulation?
§230.3(f)(2)]

Account Disclosures [§230.4]

5. a. Does the institution provide initial
disclosures before an account is
opened or a service is provided,
whichever is earlier? [§230.4(a)(1)]

b. If the consumer is not present, does
the institution mail or deliver the
disclosures no later than 10 business
days after the account is opened or a
service is provided? [§230.4(a)(1)]

6. a. Does the institution provide account
disclosures to consumers upon
request? [§230.4(a)(2)(i)]

b. If the consumer’s request is not made
in person, does the institution mail or
deliver the account disclosures within
a reasonable time after it receives the
request? [§230.4(a)(2)(i)]

c. In providing disclosures upon request,
does the institution:

• specify an interest rate and APY
that were offered within the most
recent seven calendar days?

Yes No

• state that the rate and yield are
accurate as of an identified
date?

• provide a telephone number
consumers may call to obtain
current rate information?
[§230.4(a)(2)(ii)(A)]

7. Do account disclosures include the
following rate information (as applicable):
[§230.4(b)(1)(i)]

a. The “annual percentage yield” and
“interest rate,” using those terms?

b. The period of time the interest rate will
be in effect for fixed-rate accounts?

8. Do disclosures for variable-rate accounts
include the following: [§230.4(b)(1)(ii)]

a. The fact that the interest rate and
APY may change?

b. How the interest rate is determined?

c. The frequency with which the interest
rate may change?

d. Any limitation on the amount the
interest rate may change?

9. Do the account disclosures describe the
frequency with which interest is
compounded and credited?
[§230.4(b)(2)(i)]

10. Do the account disclosures include a
statement that interest will not be paid if
consumers close an account before
accrued interest is credited?
[§230.4(b)(2)(ii)]

11. a. Do the account disclosures describe
the minimum balance requirements
necessary to open an account, avoid
the imposition of a fee, or obtain the
APY disclosed?

b. Do the account disclosures state how
the minimum balance requirement is
determined for these purposes
(except for the balance to open the
account)? [§230.4(b)(3)(i)]
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12. Do the account disclosures include an
explanation of the balance computation
method used to calculate interest on the
account? [§230.4(b)(3)(ii)]

13. Do the account disclosures state when
interest begins to accrue on noncash
deposits? [§230.4(b)(3)(iii)]

14. Do the account disclosures disclose the
amount of any fee that may be imposed in
connection with the account (or how the
fee will be determined) and the conditions
under which the fee may be imposed?
[§230.4(b)(4)]

15. Do the account disclosures include any
limitations on the number or dollar amount
of withdrawals or deposits? [§230.4(b)(5)]

16. For time accounts, do the account
disclosures include the following:
[§230.4(b)(6)]

a. The maturity date? [§230.4(b)(6)(i)]

b. Early withdrawal penalties?
[§230.4(b)(6)(ii)]

c. If compounding occurs and interest
may be withdrawn during the term, a
statement that the APY assumes
interest remains on deposit and that a
withdrawal will reduce earnings?
[§230.4(b)(6)(iii)]

d.  Information regarding renewal policies
[§230.4(b)(6)(iv)]

• whether the account will renew
automatically?

• if it renews automatically, if a
grace period exists and the
length?

• If not renewed automatically,
whether interest will be paid after
maturity?

17. Do account disclosures state the amount or
type of bonus and the conditions under
which the bonus will be paid?
[§230.4(b)(7)]

Yes No

18. Was the notice of availability of disclosures
to existing account holders included on or
with the first periodic statement sent
beginning on or after June 21, 1993 (or first
periodic statement for a statement cycle
beginning on or after that date)? [§
230.4(c)]

Subsequent Disclosures §230.5

19. a. Does the institution provide advance
notification to depositors of any
change in a term required to be
disclosed under §230.4(b) if the
change may reduce the APY or
adversely affect the consumer?

b. Does the notice include the effective
date of the change?

c. Is the notice mailed or delivered at
least 30 days before the effective
date of the change? [§230.5(a)(1)] .

20. Are exceptions to the notice requirements
limited to:

a. variable-rate changes?
[§230.5(a)(2)(i)]

b. check printing fees? [§230.5(a)(2)(ii)]

c. short-term time accounts (one month
or less)? [§230.5(a)(2)(iii)]

21. Are the proper subsequent disclosures
provided for the following time accounts:

a. that renew automatically with
maturities longer than one year?
[§230.5(b)(1)]

b. that renew automatically with
maturities one year or less but longer
than one month? [§230.5(b)(2)]

c. that renew automatically with
maturities one month or less?
[§230.5(c)]

d. that do not renew automatically with
maturities longer than one year?
[§230.5(d)]
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Periodic Statement Disclosures [§230.6]

22. a. Is the annual percentage yield earned,
using that term, disclosed on the
periodic statement?

b. Is the APY earned calculated in
accordance with Appendix A?
[§230.6(a)(1)]

23. Is the amount of interest earned during the
statement period accurately disclosed?
[§230.6(a)(2)]

24. Are fees required to be disclosed under
§230.4(b) (that were debited to the account
during the statement period) itemized by
dollar and type? [§230.6(a)(3)]

25. Is the total number of days in the statement
period, or the beginning and ending dates
of the period disclosed? [§230.6(a)(4)]

Payment Of Interest [§230.7]

26. If the bank uses the average daily balance
method, and calculates interest for a period
other than the statement period, was the
APY earned and the amount of interest
earned based on that period rather than the
statement period? [§230.6(b)]

27. Does the institution calculate interest on the
full amount of principal in the account each
day by use of either the daily balance
method or the average daily balance
method? [§230.7(a)(1)]

28. Does the bank use the same method to
determine any minimum balance required
to earn interest as it uses to determine the
balance on which interest is calculated?
[§230.7(a)(2)]

29. a. Does interest begin to accrue not later
than the business day specified for
interest bearing accounts in section
606 of the Expedited Funds
Availability Act?

b. Does interest accrue until the day the
funds are withdrawn? [§230.7(c)]

Advertising Requirements [§230.8]

Yes No

30. a. Do the advertisements refrain from
misleading or inaccurate statements
and do they accurately represent the
deposit contract?

b. Do the advertisements refrain from
using the terms “free” or “no cost” if
any maintenance or activity fee may
be imposed?

c. Do the advertisements refrain from
using the word “profit” when referring
to interest paid on an account?
[§230.8(a)]

31. a. If the institution advertises rates on
accounts, are the rates stated as an
“annual percentage yield”?

b. If the institution uses the abbreviation
“APY”, has the term annual
percentage yield” been stated at least
once in the advertisement?

c. If the institution states the interest
rate, using that term, in conjunction
with the APY, is it not more
conspicuous than the APY?
[§230.8(b)]

d. Are the annual percentage yields and
interest rates rounded to the nearest
one-hundredth of one percentage
point (.01%) and expressed to two
decimal places? [§230.3(f)(1)] 

32. If the institution advertises “tiered rate”
accounts, does the institution state all of
the APYs, including ranges where
applicable, as well as the corresponding
minimum balance requirements?
[§230.8(b)]

33. If the institution advertises “stepped rate”
accounts, does the institution accurately
disclose the APY? [§230.8(b)]

34. If the deposit advertisements placed by the
institution state the APY, are the following
disclosures stated clearly and
conspicuously to the extent applicable?

a. variable rate notice [§230.8(c)(1)]

b. time APY is offered [§230.8(c)(2)]
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c. minimum balance to obtain the APY
[§230.8(c)(3)]

d. minimum opening deposit
[§230.8(c)(4)]

e. effect of fees [§230.8(c)(5)]

f.  the following features of time accounts
[§230.8(c)(6)]:

• time requirements
[§230.8(c)(6)(i)]

• notice of early withdrawal
penalties [§230.8(c)(6)(ii)]

35. If a bonus is stated in an advertisement,
does the advertisement state the following
information, as applicable:

a. the “annual percentage yield,” using
that term? [§230.8(d)(1)]

Yes No

b. time requirement to obtain the bonus
[§230.8(d)(2)] 

c. minimum balance required to obtain
the bonus [§230.8(d)(3)]

d. minimum balance required to open
the account (if it is greater than the
minimum balance necessary to obtain
the bonus) [§230.8(d)(4)];

c. when the bonus will be provided.
[§230.8(d)(5)]

36. Are exemptions to the requirements made
for those media set forth under §230.8(e)?

Record Retention Requirements [§230.9]

37. Has the institution maintained evidence of
compliance for a minimum of 2 years after
the date disclosures are required to be
made or action is required to be taken?
[§230.9(c)]
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1. Do the consumer contracts originated by
the institution contain any of the following
prohibited provisions:

a. Confession of Judgment?
[§ 535.2(a)(1)]

b. Waiver of statutory property
exemption (unless the waiver applies
solely to the property which will serve
as security for the loan)?
[§ 535.2(a)(2)]

c. Assignment of wages or other
earnings (except where permitted)? [§
535.2(a)(3)]

d. Blanket security interests in household
goods? [§ 535.2(a)(4)]

2. If the institution acquires loans originated
by other creditors, does it attempt to
enforce any of the following prohibited
practices?

a. Confession of Judgment?
[§ 535.2(a)(1)]

b. Waiver of statutory property
exemption (unless the waiver applies
solely to the property which will serve
as security for the loan)?
[§ 535.2(a)(2)]

c. Assignment of wages or other
earnings (except where permitted)? [§
535.2(a)(3)]

Yes No

d. Blanket security interests in household
goods? [§ 535.2(a)(4)]

3. Does the institution take a nonpossessory
security interest in household goods (as
defined in § 535.1(g)), not purchased with
the loan proceeds? (Review blank security
agreement forms)

4. Has the institution attempted to enforce
any prohibited practices with respect to the
consumer credit contracts it has
originated? [§ 535.2(a)]

5. Does the institution collect or attempt to
collect late charges on a timely payment
because of the consumer’s failure to pay a
late charge attributable to a prior
delinquent payment? [§ 535.4(a)]

6. Has the institution engaged in any
prohibited cosigner practices (e.g.,
misrepresenting the cosigner’s liability or
obligating cosigners prior to providing the
required notification)? [§ 535.3(a)(1)]

7. Does the institution fail to provide each
cosigner, prior to becoming contractually
obligated, the required notice or one that
is substantially similar (whether separate
or contained in the credit documents)?
[§ 535.3(b)]


