
FinCEN Makes CDD/BO Exceptive Relief 
Permanent
By William J. Showalter, CRCM, CRP; Senior Consultant

Five days after the effective date of its Beneficial Ownership Requirements 
rule, the Financial Crimes Enforcement Network (FinCEN) issued 
Administrative Ruling 2018-R002, granting limited exceptive relief for 
90 days to covered financial institutions with respect to certificates of 

deposit (CD) that automatically roll over and renewals of loans that were established before May 11, 
2018.  The 90-day relief period started on May 11 and was scheduled to end on August 9, 2018.  
FinCEN later extended the temporary relief for an additional 30 days.

At the end of business on Friday, September 7, 2018, FinCEN announced that it has made permanent 
the exceptive relief from beneficial ownership requirements for legal entity customers of rollovers, 
renewals, modifications, and extensions of certain accounts.

Background
Originally, FinCEN had held that the provisions of the Beneficial Ownership Requirements rule 
would apply each time an automatically renewable CD rolled over and each time a loan was renewed 
[Question Number 12 in the April 3, 2018 Frequently Asked Questions Regarding Customer Due 
Diligence Requirements for Financial Institutions (FAQs)].

Since the April FAQs were issued, financial institutions informed FinCEN that it is industry practice 
not to treat such rollovers and renewals as the opening of a new account, because, among other factors, 
there is generally no change to account information.  Accordingly, industry representatives requested 
that FinCEN either except these accounts from the obligations of the Beneficial Ownership Rule or 
delay the implementation of the rule for the products and services referenced in the FAQ to allow the 
industry adequate time to come into compliance.

In response, FinCEN issued the initial Administrative Ruling to give financial institutions temporary 
relief for automatic rollovers and loan renewals.

Considering comments
In the interim, FinCEN obtained additional information on the characteristics and the money laundering 
risks posed by those products and the practical impact the Beneficial Ownership Rule had on those 
products.
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Covered financial institutions expressed their opinions to FinCEN that the burden of complying with the Beneficial Ownership Rule 
with respect to renewals of CDs, certain loan and credit accounts, and safe deposit box rentals was not commensurate with the low 
money laundering risks associated with the renewal of these particular products.

Furthermore, financial institutions indicated that implementation of the rule for these accounts would require information technology 
(IT) system upgrades as some of these accounts, such as a CD, might renew every week or month.  Moreover, in the case of a CD, the 
financial institution’s IT operation systems may automatically roll over the CD if the customer does not communicate to the financial 
institution that the customer will remove the funds and close the CD.  Similarly, a safe deposit box rental may automatically renew 
through an institution’s IT systems, provided that the customer pays the renewal or rental fee, or such fee is available for automatic 
deduction from an account the customer has provided to the financial institution.  The automated rollover or renewal characteristics of 
these products present certain implementation challenges for financial institutions.

Permanent relief
FinCEN agreed with financial institution commenters that each of the account relationships described in this exceptive relief presents 
low risks for money laundering and terrorist financing (ML/TF) because the features of the account make their use for ML/TF activity 
impractical.

This exception relieves financial institutions from treating rollovers, loan or safe deposit rental renewals, modifications, or extensions 
described in this Ruling as new accounts for purposes of the Beneficial Ownership Rule.  But, it does not relieve financial institutions 
from their obligation to collect sufficient information to understand the nature and purpose of customer relationships in order to develop 
a customer risk profile, as needed as part of the AML program requirement. Regardless of whether an account described in this Ruling 
was established before or after May 11, 2018, a financial institution has an obligation under its anti-money laundering (AML) program 
requirement to “conduct ongoing monitoring to identify and report suspicious transactions and, on a risk basis, to maintain and update 
customer information.”

FinCEN is granting exceptive relief to covered financial institutions from the Beneficial Ownership Rule’s requirement to identify and 
verify beneficial ownership information on or after May 11, 2018, as a result of the following: 

▪ CD rollovers

▪  Loan renewals, modifications, and extensions (e.g., setting a later payoff date) that do not require underwriting review and approval

▪  Commercial line of credit or credit card account renewals, modifications, or extensions (e.g.,  setting a later payoff date) that do not 
require underwriting review and approval, and

▪ Safe deposit box rental renewals

This exceptive relief does not apply to the initial opening of any of the types of accounts listed above, nor does it apply to relieve any 
covered financial institution of its customer due diligence requirements under AML program rules.  It also does not apply if there is any 
underwriting review and approval involved with a loan or line of credit renewal, modification, or extension.

The FinCEN announcement is available at www.fincen.gov/resources/statutes-regulations/administrative-rulings/exceptive-relief-
beneficial-ownership. 

Five HIDTAs in Seven States Expanded
By William J. Showalter, CRCM, CRP; Senior Consultant

The Office of National Drug Control Policy (ONDCP) has announced the designation of 10 new areas across 
Kentucky, New Jersey, North Carolina, Ohio, Pennsylvania, South Carolina, and West Virginia as High Intensity 
Drug Trafficking Areas (HIDTAs).  These expansions are part of the federal response to the opioid crisis across the 
country.

The designation was effective when announced on September 24, 2018.

This designation enables the 10 areas to receive federal resources to further the coordination and development of drug control efforts 
among federal, state, local, and tribal law enforcement officers, and allows local agencies to benefit from ongoing HIDTA initiatives that 
are working to reduce drug trafficking across the United States.  There are 29 HIDTAs located in 50 states, as well as in Puerto Rico, the 
U.S. Virgin Islands, and the District of Columbia.

Financial institutions also take HIDTAs into account in their periodic assessments of money laundering risk, as part of their Bank 
Secrecy Act (BSA)/anti-money laundering programs.
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CFPB Amends FCRA Rule
By Dale Neiss, CRCM; Consultant

On September 12, 2018, the Consumer Financial Protection Bureau (CFPB) issued an interim final rule 
updating two model disclosures found in Regulation V, Appendices I and K, to reflect changes made 
to the Fair Credit Reporting Act (FCRA) by the Economic Growth, Regulatory Relief, and Consumer 
Protection Act (EGRRCPA).

The EGRRCPA amendments require nationwide consumer reporting agencies to provide “national security freezes” free of charge 
to consumers.  The “national security freeze” restricts prospective lenders from obtaining access to a consumer’s credit report, which 
makes it harder for identity thieves to open accounts in the consumer’s name.

The EGRRCPA mandates that whenever the FCRA requires a consumer to receive either the Summary of Consumer Rights or the 
Summary of Consumer Identity Theft Rights, a notice regarding the new security freeze right also must be included.

The effective date for the security freeze right, the notice requirement, and the change in duration for initial fraud alerts is September 
21, 2018.

Summary of Consumer Rights
The Summary of Consumer Rights explains certain major consumer rights under the FCRA, including the right to obtain a copy of a 
consumer report, the frequency and circumstances under which a consumer is entitled to receive a free consumer report, the right to 
dispute information in a consumer’s file, and the right to obtain a credit score.

A consumer reporting agency must provide a Summary of Consumer Rights whenever it makes a written disclosure of information from 
a consumer’s file or a credit score to the consumer.

The FCRA also requires certain other persons (i.e., a state or local consumer protection agency or a state attorney general) to provide a 
Summary of Consumer Rights to consumers under specified circumstances.

The revised Summary of Consumer Rights is at files.consumerfinance.gov/f/documents/bcfp_consumer-rights-summary_2018-09.docx.

A Spanish language version is also available.

Summary of Consumer Identity Theft Rights
The Summary of Consumer Identity Theft Rights explains the rights consumers have under the FCRA when they seek to remedy the 
effects of fraud or identity theft, including the right to place a fraud alert and block certain information from appearing in a consumer 
report.

A consumer reporting agency must provide a Summary of Consumer Identity Theft Rights that contains all of the information required 
by the CFPB if a consumer contacts the consumer reporting agency and expresses a belief that the consumer is a victim of fraud or 
identity theft involving credit, an electronic fund transfer, or an account or transaction at or with a financial institution or other creditor.

The revised Summary of Consumer Identity Theft Rights is at files.consumerfinance.gov/f/documents/bcfp_consumer-identity-theft-
rights-summary_2018-09.docx.

Once again, a Spanish version is also available.

The newly-designated areas added to the affected HIDTAs are:

▪ Appalachia HIDTA – Montgomery and Powell Counties in Kentucky

▪  Atlanta/Carolinas HIDTA – Charleston County in South Carolina and the Eastern Band of Cherokee Indian Reservation in North 
Carolina

▪ Liberty Mid-Atlantic HIDTA – Atlantic County in New Jersey

▪ Ohio HIDTA – Butler County in Ohio, and Allegheny, Beaver, and Washington Counties in Pennsylvania

▪ Washington/Baltimore HIDTA – Mineral County in West Virginia

The ONDCP release may be read at www.whitehouse.gov/briefings-statements/white-house-drug-policy-office-announces-new-
counties-receive-federal-support-combating-drug-trafficking/. 

www.whitehouse.gov/briefings-statements/white-house-drug-policy-office-announces-new-counties-receive-federal-support-combating-drug-trafficking/
files.consumerfinance.gov/f/documents/bcfp_consumer-rights-summary_2018-09.docx
files.consumerfinance.gov/f/documents/bcfp_consumer-identity-theft-rights-summary_2018-09.docx


Compliance  Update
October 2018      Page 4

The EGRRCPA also extends from 90 days to one year the minimum time that nationwide consumer reporting agencies must include 
an initial fraud alert in a consumer’s file.  A fraud alert informs a prospective lender that a consumer may have been a victim of identity 
theft and requires that the lender take steps to verify the identity of anyone seeking credit in the consumer’s name.

To assist businesses (i.e., nationwide consumer reporting agencies) in coming into compliance with the new law, the interim final rule 
updates the CFPB’s model forms, incorporating the new required notice and the change to the minimum duration of initial fraud alerts.  
The interim final rule also takes steps to mitigate the impact of these changes on users of the model forms published by the agency in 
November 2012 by permitting various compliance alternatives.

Comments due
The interim final rule invites comment on these and any other aspects of the CFPB’s model forms to inform any possible further 
rulemaking.  Comments must be received on or before November 19, 2018.

The interim final rule is available at www.consumerfinance.gov/policy-compliance/rulemaking/final-rules/summaries-rights-under-fair-
credit-reporting-act-regulation-v/. 

 Regulators Issue Exemption from CIP for Insurance Loans
By William J. Showalter, CRCM, CRP; Senior Consultant

The federal banking supervisory agencies, with the concurrence of the Financial Crimes Enforcement 
Network (FinCEN), have granted an exemption from the requirements of the customer identification 
program (CIP) rules for loans extended by banks (and their subsidiaries) subject to the agencies’ jurisdiction 

to commercial customers to facilitate purchases of property and casualty insurance policies.  Such financing is known as premium 
finance loans or premium finance lending.

The exemption order was effective when issued on September 27, 2018.

The banking agencies involved are the Federal Deposit Insurance Corporation (FDIC), Federal Reserve Board (FRB), Office of the 
Comptroller of the Currency (OCC), and the National Credit Union Administration (NCUA) – collectively, the Federal Banking 
Agencies (FBA).

Background
A consortium of banks submitted a request to the FBAs and FinCEN – by letter dated September 20, 2016, supplemented by another 
letter dated March 27, 2017 – for an exemption or interpretation regarding the application of the CIP rules to insurance premium finance 
lending.   These request letters asserted that there is no need to apply the CIP rules to insurance premium finance lending because this 
activity presents a low risk of money laundering.

Premium finance loans provide short-term financing to businesses to facilitate their purchases of property and casualty insurance 
policies.  According to FinCEN, these types of loans present a low risk of money laundering because of the purpose for which the loans 
are extended and limitations on the ability of a customer to use such funds for any other purpose.  Also, according to FinCEN, property 
and casualty insurance policies are not an effective means for transferring illicit funds.

Insurance agents and brokers assist their business customers to arrange financing for the purchase of single-premium insurance policies.  
An insurance agent or broker typically will solicit loan quotes from one or more premium finance lenders and then present these quotes 
to the customer of the insurance agent or broker (i.e., the applicant or potential borrower).  Most lenders require that insurance agents 
or brokers request financing only for insurance policies issued by insurance companies with satisfactory credit ratings.  The agents and 
brokers who facilitate these transactions are not required to collect customer information under the CIP rules.

Once the potential borrower selects a loan offer and the terms are finalized, the potential borrower will typically remit a downpayment 
toward the insurance premium directly to the agent or broker.  The premium finance lender will advance a loan to the borrower covering 
the remainder of the single premium.  Importantly, the bank remits the loan proceeds to the insurance company directly or through the 
agent or broker.

Request letters
The request letters represented that there is no need to apply the CIP rules to insurance premium finance lending because this activity 
presents a low risk of money laundering.  To support this contention, they note that the processes for executing a premium finance 
loan are highly automated, as most premium finance industry loan volume is quoted and recorded electronically.  In addition, the 
request letters stated that these loans are typically submitted, approved, and funded within the same business day and are conducted 
through insurance agents or brokers with no interaction between the bank and the borrower.  The request letters maintained that these 
business processes make it difficult for banks to fully comply with the CIP information collection requirements.

continued to next page ò

www.consumerfinance.gov/policy-compliance/rulemaking/final-rules/summaries-rights-under-fair-credit-reporting-act-regulation-v/


Compliance  Update
October 2018      Page 5

Support for an exemption
The FBAs, with the concurrence of FinCEN, state they find that there is a valid basis for the 
requested exemption.

First, the FBAs find that the exemption is consistent with the purposes of the BSA, based on 
FinCEN’s determination that premium finance loans present a low risk of money laundering.

The request letters represent that premium finance loans present a low risk of money laundering 
because:

▪  Loan proceeds are remitted to the insurance company (either directly or through an agent/
broker) rather than the insured party

▪ Property and casualty insurance policies have no investment value, and 

▪  Borrowers cannot use these accounts to purchase other merchandise, deposit or withdraw cash, 
write checks, or transfer funds

FinCEN agrees that the structural characteristics of premium finance lending, as described, present 
a low risk for money laundering activity or terrorist financing.

Second, the FBAs also find that this exemption is consistent with safe and sound banking.  The 
resulting banking practices will not be contrary to generally accepted standards of prudent 
banking operation, and will not give rise to abnormal risk of loss or damage to an institution, 
its shareholders, or the agencies administering the insurance funds.  The request letters state that 
the insurance premium finance business is a form of secured lending.  If a borrower defaults, the 
insurance company is legally obligated to return any unearned premiums to the lender.

Therefore, each FBA, with FinCEN’s concurrence, has granted an exemption from the requirements 
of the CIP rules for loans extended by banks (and their subsidiaries) subject to that FBA’s jurisdiction 
to commercial customers to facilitate purchases of property and casualty insurance policies by the 
borrower.

The agencies note that banks engaging in premium finance lending must continue to comply 
with all other regulatory requirements implementing the Bank Secrecy Act (BSA), including the 
requirement to file suspicious activity reports.

The interagency order may be read at www.fincen.gov/sites/default/files/2018-09/2019.09.27%20
IPF%20CIP%20Order%20Final%20PUBWEB_0.pdf. 

FRB Amends Regulation CC Liability Rules
The Federal Reserve Board (FRB) published a final rule that amends Subpart C of Regulation CC 
to address situations where there is a dispute as to whether a check has been altered or was issued 
with an unauthorized signature, and the original paper check is not available for inspection.  These 
amendments continue the FRB’s efforts to update Regulation CC to reflect the evolution of the 
nation's check collection system from one that is largely paper-based to one that is virtually all 
electronic.

The amended rule is effective January 1, 2019.

This rule adopts a presumption of alteration for disputes between banks over whether a substitute 
check or electronic check contains an alteration or is derived from an original check that was issued 
with an unauthorized signature of the drawer.

The issues discussed in the new language are legal, rather than compliance in nature.  Therefore, 
we are simply notifying you that this occurred.  If any issue occurs regarding this issue, you are 
encouraged to discuss the situation with your attorney.  The FRB stated that this issue impacts only 
0.15% of checks that are in the payment system.

To read the FRB release, you may get it from their website at www.federalreserve.gov/newsevents/
pressreleases/bcreg20180912a.htm. 

Federal Deposit
Insurance Corporation 
http://www.fdic.gov

Office of the Comptroller of the 
Currency

http://www.occ.gov

Federal Reserve
http://www.federalreserve.gov

Housing and Urban 
Development

http://www.hud.gov

Federal Financial Instutions 
Examination Council
http://www.ffiec.gov

U.S. Department of Treasury
http://www.treas.gov

Financial Crimes Enforcement 
Network

http://www.fincen.gov

Consumer Financial Protection 
Bureau

http://www.consumerfinance.gov

www.fincen.gov/sites/default/files/2018-09/2019.09.27%20IPF%20CIP%20Order%20Final%20PUBWEB_0.pdf
www.federalreserve.gov/newsevents/pressreleases/bcreg20180912a.htm
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October 2018
▪ Requirement to submit prepaid account agreements to the CFPB (originally to be effective October 1, 2018) delayed 

until April 1, 2019.
▪ Compliance with July 2017 TRID amendments, guidance, clarifications, and technical corrections mandatory October 

1, 2018.
▪ Update HMDA-LAR with loans and applications that reached final disposition in third calendar quarter 2018 by 

October 30, 2018.
▪ Update FHHLDS home loan activity format with third calendar quarter 2018 data by October 30, 2018 [non-HMDA 

reporting national banks receiving 50 or more home loan applications last year].

November 2018
▪ Annual renewal period begins for MLO registrations and updating bank information under SAFE Act on November 1, 

2018.
▪ Lenders begin using Standard Time designations for rate lock expirations on TRID Loan Estimates on November 4, 

2018 (e.g., EST, CST, etc.).

December 2018
▪ Annual renewal period closes for MLO registrations and updating bank information under SAFE Act on December 31, 

2018.

January 2019
▪ Lenders may begin using redesigned Uniform Residential Lending Application (URLA) form on January 1, 2019.
▪ Revised check dispute liability rules in Regulation CC effective January 1, 2019.
▪ Update HMDA-LAR with loans and applications that reached final disposition in fourth calendar quarter 2018 by 

January 31, 2019.
▪ Update FHHLDS home loan activity format with fourth calendar quarter 2018 data by January 31, 2019 [non-HMDA 

reporting national banks receiving 50 or more home loan applications last year].

March 2019
▪ 2018 HMDA LAR must be submitted to the CFPB by March 1, 2019.
▪ 2018 CRA small business, small farm, and community development loan data must be submitted to applicable regulator 

by March 1, 2019 (except “small banks”).
▪ Lenders begin using Daylight Time designations for rate lock expirations on TRID Loan Estimates on March 10, 2019 

(e.g., EDT, CDT, etc.).

April 2019
▪ Prepaid card rules effective April 1, 2019.
▪ Update HMDA-LAR with loans and applications that reached final disposition in first calendar quarter 2019 by April 

30, 2019.
▪ Update FHHLDS home loan activity format with first calendar quarter 2019 data by April 30, 2019 [non-HMDA 

reporting national banks receiving 50 or more home loan applications last year].

July 2019
▪ Update HMDA-LAR with loans and applications that reached final disposition in second calendar quarter 2019 by July 

31, 2019.
▪ Update FHHLDS home loan activity format with second calendar quarter 2019 data by July 31, 2019 [non-HMDA 

reporting national banks receiving 50 or more home loan applications last year].

September 2019
▪ (Previously exempt lenders that experience a change in status regarding their exemption from the flood insurance 

escrow requirements in 2019)  Notices providing the option to escrow flood insurance must be distributed to customers 
of all outstanding designated loans by September 30, 2019.

Compliance Calendar
This calendar is designed to help you address current and upcoming requirements related to compliance 
with federal consumer protection and other select rules. The calendar is not intended as general advice on 
when to perform ongoing compliance management functions, but as a reminder of due dates for completing 
these tasks. And, as always, consult the particular law or regulation for details on coverage, etc.
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Links to 
Government 

Websites:

October 2019
▪ Update HMDA-LAR with loans and applications that reached final disposition in third calendar quarter 2019 by 

October 30, 2019.
▪ Update FHHLDS home loan activity format with third calendar quarter 2019 data by October 30, 2019 [non-HMDA 

reporting national banks receiving 50 or more home loan applications last year].

November 2019
▪ Annual renewal period begins for MLO registrations and updating bank information under SAFE Act on November 1, 

2019.
▪ Lenders begin using Standard Time designations for rate lock expirations on TRID Loan Estimates on November 3, 

2019 (e.g., EST, CST, etc.).

December 2019
▪ Annual renewal period closes for MLO registrations and updating bank information under SAFE Act on December 31, 

2019.

January 2020
▪ Update HMDA-LAR with loans and applications that reached final disposition in fourth calendar quarter 2019 by 

January 31, 2020.
▪ Update FHHLDS home loan activity format with fourth calendar quarter 2018 data by January 31, 2020 [non-HMDA 

reporting national banks receiving 50 or more home loan applications last year].

March 2020
▪ 2019 HMDA LAR must be submitted to the CFPB by March 1, 2020.
▪ 2019 CRA small business, small farm, and community development loan data must be submitted to applicable regulator 

by March 1, 2020 (except “small banks”).
▪ Lenders begin using Daylight Time designations for rate lock expirations on TRID Loan Estimates on March 8, 2020 

(e.g., EDT, CDT, etc.).

April 2020
▪ Update HMDA-LAR with loans and applications that reached final disposition in first calendar quarter 2020 by April 

30, 2020.
▪ Update FHHLDS home loan activity format with first calendar quarter 2020 data by April 30, 2020 [non-HMDA 

reporting national banks receiving 50 or more home loan applications last year].

July 2020
▪ Update HMDA-LAR with loans and applications that reached final disposition in second calendar quarter 2020 by July 

31, 2020.
▪ Update FHHLDS home loan activity format with second calendar quarter 2020 data by July 31, 2020 [non-HMDA 

reporting national banks receiving 50 or more home loan applications last year].

September 2020
▪ (Previously exempt lenders that experience a change in status regarding their exemption from the flood insurance 

escrow requirements in 2020)  Notices providing the option to escrow flood insurance must be distributed to customers 
of all outstanding designated loans by September 30, 2020.

November 2020
▪ Annual renewal period begins for MLO registrations and updating bank information under SAFE Act on November 1, 

2020.
▪ Lenders begin using Standard Time designations for rate lock expirations on TRID Loan Estimates on November 1, 

2020 (e.g., EST, CST, etc.).

December 2020
▪ Annual renewal period closes for MLO registrations and updating bank information under SAFE Act on December 31, 

2020.




