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Agenda

• Military Lending Act

• FinCEN – Customer Due Diligence – Legal Entities

• Deposit Reconciliation Practices

• Interest on Lawyer Trust Accounts (IOLTAs)

• Annual Privacy Notices

• Lending Updates (just a few….)

• Same Day ACH

• Be on the lookout…..



DOD – Military Lending Act



DOD – Military Lending Act

Effective Date: October 1, 2015.

Effective Compliance for Loans: October 3, 2016 

Effective Compliance for Credit Cards: October 3, 2017

Summary

 Rules expanded the coverage to include additional 

loans.

 Amended the requirements for assessing who is a 

“covered borrower” under the rule.

 Amended the disclosures requirements to be provided to 

covered borrowers.



DOD – Military Lending Act

Does the MLA apply?
 Coverage of the MLA applies to a borrower who is 

determined to be “covered” at the time they become 

obligated on a credit transaction or established an 

account. 

 There is no requirement to monitor “covered” status for 

loans, determination is made at the time of consummation.

 The credit union does not have to look backwards at the 

loans currently in portfolio to determine if a borrower is 

covered.



DOD – Military Lending Act

Covered Borrower

 At the time the consumer becomes obligated….

 Is a member of the armed forces, serving on active 

duty, active Guard or Reserve duty.

 Dependents of the above; spouse, child (under 21 or 23 if 

full time student or no age limit if there is a mental/physical 

incapacity); could also be a parent or in-law (if supported 

by servicemember); another adult in legal custody of the 

servicemember.



DOD – Military Lending Act

Safe Harbor – Covered Borrower

 Assessing a covered borrower from either the 

MLA database or a consumer report from a CRA.

– https://mla.dmdc.osd.mil/

– Credit union responsible for determining covered borrower 

status for borrower/co-borrower.

– Time periods for determination 

 When member initiates transaction or 30 days prior;

 At application or 30 days prior; or

 60 days from processing firm offer of credit.

– Credit union must retain documentation with the loan file.

https://mla.dmdc.osd.mil/


DOD – Military Lending Act

“Consumer Credit” – will now be generally 

consistent with Regulation Z; 

 Credit offered or extended to a covered borrower 

primarily for personal, family, or household 

purposes, and that is:

 Subject to a finance charge; or

 Payable by a written agreement in more than four 

installments.



DOD – Military Lending Act

Excluded Loans
 A residential mortgage (credit transaction secured by an interest in 

a dwelling – includes purchases, refinances, initial construction, 

home equity, HELOC or reverse mortgage).

 Any credit transaction intended to finance the purchase of a 

vehicle when the credit is secured by the vehicle being purchased.

 Any credit transaction intended to finance the purchase of personal 

property when the credit is secured by the property being 

purchased.

 Any credit transaction that is exempt under Regulation Z.

 Any credit transaction for a non-covered borrower (by using a 

method and complying with recordkeeping requirements outlined in 

the Act.



DOD – Military Lending Act

Loan Coverage
 Payday loans

 Vehicle title loans

 Refund anticipation loans

 Deposit advance loans

 Installment loans

 Unsecured open-end lines of credit

 Credit cards

 Refinance of an auto loan

 Refinance of a loan on personal property



DOD – Military Lending Act

Protections include:
 36% MAPR limit (including all interest and fees associated 

with the loan).

 Prohibition on certain requirements, mandatory arbitration, 

onerous legal notice requirements, waiving rights under 

the Servicemembers Civil Relief Act, are just a few.

 Changing the definition of credit to bring any closed and 

open-end loans within the scope of the regulation, except 

for loans secured by real estate or a purchase-money 

loan, including a loan to finance the purchase of a vehicle.



DOD – Military Lending Act

Military Annual Percentage Rate (MAPR)

 Closed-end loans: The MAPR is calculated in the same way an 

APR is calculated under Regulation Z, including the fees described 

below:

 Open-end credit: Calculated the same as an APR under Regulation 

Z, including the fees described below:

 Credit insurance premium or fee;

 Debt cancellation or debt suspension fee;

 Fees for ancillary products sold in connection with the transaction 

(credit default insurance and debt suspension plans);

 Financial charges (except for a bona fide fee)

 Application fee (other than FCU for short term small dollar – can 

only charge once in any rolling 12 month period)



DOD – Military Lending Act

Mandatory Loan Disclosures

 Information required to be provided to the covered borrower 

before they are obligated on the transaction.

 Statement of the MAPR applicable to the extension of credit (model 

statement);

 Any disclosures required under Reg Z (this exists now)

 A clear description of the payment obligation and a payment 

schedule or account opening disclosure provided pursuant to Reg Z 

(this exists now)

 Must be provided in writing and orally.  However, oral 

requirement can be met by providing a toll-free number the 

borrower can use to call to receive the oral disclosures (on 

application or required disclosures listed above).



DOD – Military Lending Act

Model Disclosure

“Federal law provides important protections to members of the Armed Forces and 

their dependents relating to extensions of consumer credit. In general, the cost of 

consumer credit to a member of the Armed Forces and his or her dependent may not 

exceed an annual percentage rate of 36%. This rate must include, as applicable to 

the credit transaction or account: the costs associated with credit insurance 

premiums; fees for ancillary products sold in connection with the credit transaction; 

any application fee charged (other than certain application fees for specified credit 

transactions or accounts); and any participation fee charged (other than certain 

participation fees for a credit card account).” 



DOD – Military Lending Act

Cross Collateralization

 For covered loans under the MLA, credit unions are only 
permitted to take a security interest in funds deposited after 
the extension of credit in an account established in connection 
with the loan.

 Loan agreements with cross collateralization clauses should be 
amended to reflect the limited security interest the credit 
union has on share accounts.

 Any credit agreement, promissory note or other contract that 
fails to comply with the MLA is considered void from inception. 



DOD – Military Lending Act

MLA Interpretive Rule – Published August 26th

 Oral disclosure of the covered borrower’s payment obligation can 
be generic.  “A general oral description of the payment obligation 
may be provided, even though the disclosure is the same for 
borrowers with a variety of consumer credit transactions or 
accounts.”

 Exercising a statutory right to take a security interest in funds on 
deposit is permissible under the MLA.

 Existing loan documents with prohibited terms such as 
mandatory arbitration can be used, as long as the clause limits the 
applicable of those terms to only non-covered borrowers 
consistent with applicable law.



DOD – Military Lending Act



DOD – Military Lending Act
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FinCEN Customer Due Diligence
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FinCEN Customer Due Diligence

Effective Date: July 11, 2016

Compliance Required: May 11, 2018

 Establish procedures that are reasonably designed to 
identify and verify beneficial owners of legal entity 
members.

 Certification for legal entities to complete is included in 
the Appendix of the new regulation.

 Verify the identity of each beneficial owner according to 
existing CIP/MIP.
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FinCEN Customer Due Diligence

Compliance Required: May 11, 2018

 For new accounts opened on or after May 11, 2018.

 Existing accounts should obtain beneficial ownership 
information in normal course monitoring.

 No certification process for the new form (such as a 
notary).  Should be completed by the natural person 
authorized to open the account for the legal entity.

 Credit union can rely on information provided they have 
“no knowledge of facts that would reasonably call into 
question the reliability of the information.”
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FinCEN Customer Due Diligence

Beneficial Ownership
 Each individual who directly or indirectly, through any contract, 

arrangement, understanding, relationship or otherwise, owns 25% 

or more of the equity interests of the legal entity; AND

 A single individual with significant responsibility to control, 

manage, or direct the legal entity (e.g., CEO, CFO, COO, Managing 

Member, General Partner, President, Vice President, or Treasurer 

or any other individual who regularly performs similar functions).

For trust accounts the beneficial owners would be the trustee(s).
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FinCEN Customer Due Diligence

What is considered a Legal Entity
 Corporation

 Limited Liability Company (LLC)

 Another entity that is created by the filing of a public document 

with a Secretary of State (or similar office)

 General Partnership 

 Similar entity formed under the laws of a foreign jurisdiction

What is NOT considered a Legal Entity
 Sole proprietorship

 Unincorporated associations (scout troops, sports leagues)
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FinCEN Customer Due Diligence

Record Retention
 Records related to the identification of the 

beneficial owner(s) of the legal entity are 
maintained for 5 years after the date the account 
is closed.  

 Records related to the verification of the 
beneficial owner(s) are retained for 5 years after 
the record is made.
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FinCEN Customer Due Diligence
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Deposit Reconciliation Practices
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 Nothing has changed from a regulatory perspective!  

 Regulation CC – Expedited Funds Availability.

 Interagency guidance was released in May 2016 to make financial 
institutions aware of supervisory expectations regarding customer 
account deposit reconciliation practices.

 Make sure procedures are in place to “avoid or reconcile 
discrepancies, or designed to resolve discrepancies such that 
customers are not disadvantaged.”

 Address employee transaction processing, reporting 
discrepancies, taking appropriate steps to determine the 
cause and reconciling discrepancies timely.

Deposit Reconciliation Practices

https://www.ncua.gov/regulation-supervision/Pages/policy-compliance/communications/letters-to-credit-unions/2016/04-enclosure.pdf
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Deposit Reconciliation Practices
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Interest on Lawyer Trust Accounts (IOLTA)
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What is an IOLTA?

 An account established by an attorney to hold 
their clients’ funds to pay for legal services or for 
other purposes.  The interest on the accounts is 
typically donated to charities or other 501(c)3 tax 
exempt organization, based on state law. Funds 
“pass through” the account and are not owned by 
the attorney.
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IOLTA Updates

 December, 2014: Insurance Fund Parity Act of 2014, 
which allowed both the NCUA and FDIC to insure IOLTAs 
and “similar escrow accounts” (e.g., real estate escrow 
accounts and prepaid funeral accounts). Now based on 
the membership of the fiduciary managing funds.

 Effective January 27, 2016 NCUA share insurance 
coverage was expanded to IOLTAs and “similar escrow 
accounts.”

 Michigan Supreme Court amended IOLTA rules to allow 
credit unions to open accounts.  www.msbf.org/iolta

http://www.msbf.org/iolta
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IOLTA Conditions

Membership requirements:

 IOLTAs are treated as Escrow Account

 Attorney or Escrow Agent administering the 
account must qualify for membership of the 
credit union.

 Membership status of clients or principals is 
irrelevant.
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IOLTA Resources
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Annual Privacy Notices
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On December 4, 2015 President Obama signed the Fixing 
America’s Surface Transportation Act (FAST Act). Of 
particular importance to credit unions, section 750001 of 
the FAST Act amends Section 503 of the Gramm-Leach-
Bliley Act (GLBA) by eliminating, under certain 
circumstances, the requirement that financial institutions 
provide an annual privacy notice. 

Annual Privacy Notices

https://www.congress.gov/114/crpt/hrpt357/CRPT-114hrpt357.pdf
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 Effectively immediately, the amendments provide that credit 
unions are no longer required to send annual privacy notices if the 
credit union shares nonpublic personal financial information only 
within the exceptions of the privacy rule, and no changes have 
been made to their privacy policies.

 If your credit union shares information with nonaffiliated third 
parties in a manner that requires you to allow your members to 
opt out, you will be required to continue providing annual notices.

 July 1, 2016 the CFPB issued amendments to Regulation P as a 
result of these changes to law.  Comments were due August 10th.

Annual Privacy Notices
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Annual Privacy Notices
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Regulatory Lending Updates
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Mortgage Lending – Small Creditor

Effective January 1, 2016

Small Creditor definition for Qualified Mortgages:

During preceding calendar year, the credit union: 

 Extended no more than 2,000 covered transactions* 
(secured by first liens that were sold assigned or 
transferred to another person); and

 Had assets below $2 billion (including assets of affiliates).

* Loans that are held in the credit union’s portfolio are no longer considered a 
“covered loan” and don’t need to be included in the 2,000.
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Effective March 31, 2016

Small Creditor Qualified Mortgage Options:

 If the credit union meets the small creditor definition, they 
are eligible for the Small Creditor Qualified Mortgage, 
which does not limit a DTI ratio of 43%.

 If the credit union is a small creditor and has had at least 
one covered transaction on a property in a rural or 
underserved area in the previous calendar year (just 
changed from “more than 50% of their covered loans”) the 
credit union is eligible for the Balloon Payment Qualified 
Mortgage.

Mortgage Lending – Small Creditor
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Annual Threshold Changes

Effective January 1, 2017

Credit Cards – Safe Harbor Penalty Fees

Permissible fee thresholds under Regulation Z:
 $27 for the first late payment fee; and

 $38 for each subsequent violation within the following six months (error in 
CFPB calculation, this should have been $38 in 2016).

High Cost Mortgage – Points and Fees Test
Permissible fee thresholds under Regulation Z:

 A transaction is high-cost if its points and fees exceed:

 5% of the total loan amount for a loan greater than or equal to $20,579

 8% of the total loan amount or $1,029 (whichever is less) for a loan amount 
less than $20,579
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Annual Threshold Changes

Effective January 1, 2017

Qualified Mortgage – Points and Fees Threshold
For a loan to be a Qualified Mortgage (QM), these points and fees cannot be 
exceeded:

Loan Amount Points and Fees Limit

$102,894 or more 3%

$61,737 - $102,893 $3,087

$20,579 - $61,736 5%

$12,862 - $20,578 $1,029

Less than $12,862 8%
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NCUA - Flood Insurance

Effective January 1, 2016

 Flood insurance premiums and fees secured by residential 
improved real-estate or mobile homes are required to be 
escrowed.

 Requires borrowers with covered loans on the books as of the 
effective date, to have the option to escrow flood insurance 
premiums and fees.  Lenders had until June 30, 2016 to 
communicate this information to the borrowers.

 Allows the lender/servicer to force-place flood insurance 
commencing on the date which the borrower’s coverage lapses or 
becomes insufficient.
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NCUA – Member Business Lending

Effective May 13, 2016

• Credit unions making member business loans are no longer 
required to seek a waiver from the NCUA if they decide that a full 
and unconditional guarantee from the principal borrower is not 
necessary.

• Credit unions must document the loan file indicating the 
mitigating factors sufficient to offset the relevant risk of not 
requiring the personal guarantee.

• Significant amendments to this rule will take place and become 
effective January 1, 2017.
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Michigan State Law Update
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Consumer Mortgage Protection Act

Law Requires that applicants for the refinance of a 
primary residence, home improvement loan secured by 
the principal dwelling and fixed home equity loans be 
provided with a copy of the Borrower’s Bill of Rights, the 
Consumer Caution and Home Ownership Counseling 
Notice and a list of HUD approved Counseling Agencies.

But wait……….

Consumer Mortgage Protection Act

http://www.legislature.mi.gov/(S(01za4wlrhmsbkaojhuh5eqsr))/mileg.aspx?page=GetObject&objectname=mcl-Act-660-of-2002
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 Borrowers Bill of Rights
• Effective June 13, 2016
• State law amended to indicate that “at the time a person 

applies for a mortgage loan, the lender shall provide the 
applicant with a copy of the special information booklet 
described in 12 CFR 1024.6.” RESPA

• The lender shall provide the special information booklet to a person 
from whom the lender receives, or for whom the lender prepares, a 
written application for a federally related mortgage loan.

• Place in the mail or deliver to applicant no later than three business 
days after the application is received.

• http://files.consumerfinance.gov/f/201503_cfpb_your-home-loan-
toolkit-web.pdf

Consumer Mortgage Protection Act

http://files.consumerfinance.gov/f/201503_cfpb_your-home-loan-toolkit-web.pdf


48

 Borrowers Bill of Rights (Effective June 13, 2016)

• The Credit Union no longer needs to provide this 
disclosure:

Consumer Mortgage Protection Act
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 “Consumer Caution and Home Ownership Counseling 
Notice” and list of nearest available HUD Approved 
counseling agencies.

• Effective June 13, 2016

• This requirement has been repealed!

Consumer Mortgage Protection Act
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 List of HUD Approved Counseling Agencies
• 12 CFR 1024.20 - RESPA

• No later than three business days after the credit union 
receives an application, or information sufficient to 
complete an application, they must provide the 
applicant with a clear and conspicuous written list of 
homeownership counseling organizations that provide 
relevant counseling services in the loan applicant’s 
location.

• List can’t be more than 30 days old.

• Applies to home equity loans.

• http://www.consumerfinance.gov/find-a-housing-
counselor/

Consumer Mortgage Protection Act

http://www.consumerfinance.gov/find-a-housing-counselor/
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State Law Resources!
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Same Day ACH
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Effective September 23, 2016 (Phase 1)

 All RDFI (receiving depository financial institutions) will be 

required to receive Same Day ACH credits.

 Same Day ACH credits such as payroll Direct Deposit will 

be made available to depositors by the end of the RDFI’s 

processing day (Phase 3 is by 5:00pm local time of RDFI).

 If you are an ODFI (originating depository financial 

institutions) it is optional for you to offer Same Day ACH to 

your members.

Same Day ACH
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Effective September 15, 2017

 Credits and debits will be required to be 

processed via Same Day ACH and made 

available by end of RDFI’s processing day.

Effective March 16, 2018

 Credits and debits will be required to be 

processed via Same Day ACH and made 

available by 5:00pm local time for the RDFI.

Same Day ACH
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Same Day ACH
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Same Day ACH
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Be on the lookout….

Proposed Rules

• More TRID changes

• Regulation CC – Remote Deposit Capture Liability

• Regulation P - Privacy

• Payday Lending

• Incentive-Based Compensation

• Arbitration Clauses

• NCUA 2016 Regulatory Review
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Be on the lookout….

Final Rules

• Mortgage Servicing “clarification” – 2017/2018

• NCUA Risk Based Capital – Effective January 1, 2019

• Current Expected Credit Losses (CECL) – 2020 / 2021

• Home Mortgage Disclosure Act – 2019 (staggered effective dates)

• DOL Overtime Rule – December 1, 2016
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Be on the lookout….



Need help along the way?



Compliance Consulting
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QUESTIONS???


