Compliance Update


Mortgage Disclosure Improvement Act

	Effective

Date
	Regulation
	Summary
	Impact

	7/30/09
	Regulation Z/ Truth in Lending
	· Requires creditors to give good faith estimates of mortgage loan costs (“early disclosures”) within three business days after receiving a consumer’s application for a mortgage loan and before any fees are collected from the consumer, other than a reasonable fee for obtaining the consumer’s credit history.  

· Also requires early disclosures for loans secured by dwellings other than the consumer’s principal dwelling, such as a second home. 

· Creditors must wait seven business days after they provide early disclosures before closing the loan 

· Creditors must provide new disclosures with a revised annual percentage rate (APR), and wait an additional three business days before closing the loan, if a change occurs that makes the APR in the early disclosures inaccurate beyond a specified tolerance.
	· Revised forms

· Revised loan processing procedures

· Member education

· Staff training


Credit Card Act Phase I

	Effective

Date
	Regulation
	Summary
	Impact

	8/20/09
	Regulation Z/Truth in Lending
	· Creditors must provide written notice to consumers 45 days before the creditor increases an annual percentage rate on a credit card account or makes a significant change to the terms of a credit card account. 

· Creditors must inform consumers in the same notice of their right to cancel the credit card account before the increase or change goes into effect. If a consumer does so, the creditor is generally prohibited from applying the increase or change to the account. 

· Creditors must mail or deliver periodic statements at least 21 days before payment is due.
	· Revised credit card procedures

· System changes

· Member education 

· Staff training


New Regulation Z Mortgage Loan Rules

	Effective

Date
	Regulation
	Summary
	Impact

	10/1/09
	Regulation Z/Truth in Lending
	For “Higher Priced Mortgage Loans”

· Prohibits lenders from making a loan without regard to a borrower’s ability to repay the loan from income and assets other than the home’s value.  A lender complies, in part, by assessing repayment ability based on the highest scheduled payment in the first seven years of the loan. To show that a lender violated this prohibition, a borrower does not need to demonstrate that it is part of a “pattern or practice.”

· Requires creditors to verify the income and assets they rely upon to determine repayment ability.

· Bans any prepayment penalty if the payment can change in the initial four years.  For other higher-priced loans, a prepayment penalty period cannot last for more than two years. 

· Requires creditors to establish escrow accounts for property taxes and homeowner’s insurance for all first-lien mortgage loans. (Effective April 1, 2010)

For all mortgage loans:

· Creditors and mortgage brokers are prohibited from coercing a real estate appraiser to misstate a home’s value.

· Companies that service mortgage loans are prohibited from engaging in certain practices, such as pyramiding late fees.  In addition, servicers are required to credit consumers’ loan payments as of the date of receipt and provide a payoff statement within a reasonable time of request.

· New advertising rules now require additional information about rates, monthly payments, and other loan features.  The final rule bans seven deceptive or misleading advertising practices, including representing that a rate or payment is “fixed” when it can change.  
	For “Higher Priced Mortgage Loans”:

· Revisions to mortgage loan policy and procedures

· Revisions to underwriting guidelines

· Possibly implement new escrow accounting software and forms to accommodate the escrow account requirements. 

For all mortgage loans:

· Revisions to loan policy and procedures

· Payment system changes

· Revised advertising procedures

· Staff training


Real Estate Settlement Procedures Act

	Effective

Date
	Regulation
	Summary
	Impact

	1/1/10
	HUD Regulation X/Real Estate Settlement Procedures
	· Revised Good Faith Estimate (GFE) of settlement costs that includes tolerances on final settlement costs and a new method for reporting wholesale lender payments in broker transactions. 

· Revised HUD-1 Settlement Statement form that makes the GFE and HUD-1 easier to compare. 

· New tolerances between the GFE estimates and HUD-1 charges 
	· Major revisions to RESPA procedures

· New disclosures

· System changes

· Member education

· Staff training/significant learning curve


Overdraft Protection Disclosures

	Effective

Date
	Regulation
	Summary
	Impact

	1/1/10
	12 CFR 707/ NCUA’s Truth in Savings Regulation
	· Credit unions must provide additional periodic statement disclosures of overdraft fees and fees for returning items unpaid

· Restricts credit unions’ ability to provide “padded” balance amounts in response to balance inquiries using automated systems such as ATMs, online banking and voice response units. 
	· Procedure changes

· System changes

· Member education

· Staff training


Credit Card Act Phase II

	Effective

Date
	Regulation
	Summary
	Impact

	2/22/10
	Regulation Z/Truth in Lending
	· Protects consumers from unexpected increases in credit card interest rates by generally prohibiting increases in a rate during the first year after an account is opened and increases in a rate that applies to an existing credit card balance. 

· Prohibits creditors from issuing a credit card to a consumer who is younger than the age of 21 unless the consumer has the ability to make the required payments or obtains the signature of a parent or other cosigner with the ability to do so. 

· Requires creditors to obtain a consumer’s consent before charging fees for transactions that exceed the credit limit. 

· Limits the high fees associated with subprime credit cards. 

· Bans creditors from using the “two-cycle” billing method to impose interest charges. 

· Prohibits creditors from allocating payments in ways that maximize interest charges. 
	· Major revisions to credit card procedures

· New and revised forms and disclosures

· Loan policy/underwriting changes

· Major system changes

· Member education/over limit fee opt-in campaign

· Financial impact analysis/decreased fee and interest income

· Staff training


Expedited Funds Availability

	Effective

Date
	Regulation
	Summary
	Impact

	2/27/10
	Regulation CC/ Expedited Funds Availability
	· The Federal Reserve has finished the consolidation of check processing regions

· All checks are now considered “local” for funds availability purposes
	· Revisions to Funds Availability Policy

· Revision to procedures

· Possible system changes

· Changes to lobby signage

· Staff training


Higher Education Opportunity Act

	Effective

Date
	Regulation
	Summary
	Impact

	2/14/10
	Regulation Z/Truth in Lending
	· Creditors that extend private education loans must provide disclosures about loan terms and features on or with the loan application and must also disclose information about federal student loan programs that may offer less costly alternatives. Additional disclosures must be provided when the loan is approved and when the loan is consummated

· The broad definition of “private education loan” means that even multi-purpose loans used incidentally for secondary education expenses are covered.

· Restrictions on using the name, emblem, or mascot of an educational institution in a way that implies that the institution endorses the creditor’s loans.
	· New disclosures

· System changes

· Staff training/identification of possible covered loans

· Loan policy changes/CU’s must decide if these loans will still be offered due to the cost and difficulty of providing disclosures.


Internet Gambling

	Effective

Date
	Regulation
	Summary
	Impact

	06/01/2010
	Regulation GG/ Prohibition on Funding of Unlawful Internet Gambling
	· New Regulation

· Effective date delayed from December 1, 2009.  Additional delays possible

· The Act prohibits gambling businesses from knowingly accepting payments in connection with unlawful Internet gambling, including payments made through credit cards, electronic funds transfers, and checks.

· The new regulation requires U.S. financial firms that participate in designated payment systems to establish and implement policies and procedures that are reasonably designed to prevent payments to gambling businesses in connection with unlawful Internet gambling. 

· Card systems can restrict covered transactions via merchant and transaction coding 

· All other payment systems will be covered via due diligence in account-opening procedures designed to ensure that commercial members do not originate or receive restricted transactions through the member relationship. 
	· System changes

· Account opening procedure changes

· Account monitoring changes

· Staff training


Overdraft Program Restrictions

	Effective

Date
	Regulation
	Summary
	Impact

	07/01/2010
	Regulation E/ Electronic Funds Transfers

12 CFR 707/ NCUA’s Truth in Savings Regulation
	· Prohibits financial institutions from charging consumers fees for paying overdrafts on automated teller machine (ATM) and one-time debit card transactions, unless a consumer consents, or opts in, to the overdraft service for those types of transactions.

· Before opting in, the consumer must be provided a notice that explains the financial institution’s overdraft services, including the fees associated with the service, and the consumer’s choices. 

· Current overdraft coverage for checks, ACH and recurring debit card transactions are not subject to the opt-in requirement. 

· Discrimination against consumers who do not opt in is prohibited. Institutions must provide consumers who do not opt in with the same account terms, conditions, and features (including pricing) that they provide to consumers who do opt in. 
	· Major system changes

· New forms

· Procedure changes

· Staff training

· Significant member education

· Financial impact analysis due to decreased fee income


Open-end Loan Revisions

	Effective

Date
	Regulation
	Summary
	Impact

	07/01/2010
	Regulation Z/Truth-in-Lending
	· First comprehensive revision of the Regulation Z/Truth in Lending rules applicable to all open-end loans in 25 years.

· Applications and Solicitations: Format and content changes to make the credit and charge card application and solicitation disclosures more meaningful and easier for consumers to use. 

· Account-Opening Disclosures: Enhances the cost disclosures provided at account opening to make the information more conspicuous and easier to read.

· Periodic Statement Disclosures: Revisions to make disclosures on periodic statements more understandable, primarily by making changes to the format requirements such as by grouping fees and interest charges together. 

· Changes in Consumer’s Interest Rate and Other Account Terms: Expands the circumstances under which consumers receive written notice of changes in the account terms (e.g., an increase in the interest rate), and increases the amount of time these notices must be sent before the change becomes effective. 

· Additional Protections:  Additional protections for consumers with “fixed” rates. 

· Changes to multi-feature open-end loans (MFOEL): Clarifies when and how creditors who offer MFOEL can obtain borrower information, underwrite and periodically verify information.
	All open-end loans:

· New forms

· Procedure changes

· Staff training

MFOEL plans:

· Significant loan policy changes

· Significant loan application and processing changes

· Member education

· Significant staff training


FACTA

	Effective

Date
	Regulation
	Summary
	Impact

	07/01/2010
	Regulation V/ Fair Credit Reporting
	· Guidelines address furnishing accurate information to credit bureaus. 

· New regulations on when credit unions must directly respond to consumer disputes.
	All open-end loans:

· Procedure changes

· Staff training


Privacy

	Effective

Date
	Regulation
	Summary
	Impact

	01/01/2011
	12 CFR Part 716/ NCUA’s Privacy Regulation
	· New uniform Privacy disclosures
	· New Form

· Staff training

· Member education


SAFE Act

	Effective

Date
	Regulation
	Summary
	Impact

	Unknown
	Title V of the Housing and Economic Recovery Act of 2008
	· Federal banking agencies and NCUA through the Federal Financial Institutions Examination Council (FFIEC) will develop and maintain a system for registering bank and credit union employees in conjunction with the CSBS-AARMR System. 

· This agency program was to be in place by August 2009.  Final regulations have not yet been published, but are expected within the next few months.

· Credit unions will have six months from the publication date to register covered employees.

· To be registered as a “registered loan originator,” a credit union employee who handles residential mortgage loan originations will have to:

· Provide fingerprints for submission to the FBI and other agencies for a state and national criminal history background check

· Provide personal history and experience, including authorization for the system to obtain information about any administrative, civil or criminal findings by any jurisdiction; and

· Be assigned a unique identifier that will facilitate electronic tracking and public access to his or her employment history and enforcement action record
	· New Procedures

· Staff training


Credit Card Act Phase III

	Effective

Date
	Regulation
	Summary
	Impact

	08/22/10
	Regulation Z/ Truth in Lending
	· Comment period on proposed regulations just ended.

· Among other things, the proposed rule would:

· Prohibit credit card issuers from charging penalty fees (including late payment fees and fees for exceeding the credit limit) that exceed the dollar amount associated with the consumer’s violation of the account terms. For example, card issuers would no longer be permitted to charge a $39 fee when a consumer is late making a $20 minimum payment. Instead, the fee could not exceed $20.

· Ban inactivity fees, such as fees based on the consumer’s failure to use the account to make new purchases.

· Prevent issuers from charging multiple penalty fees based on a single late payment or other violation of the account terms.  

· Require credit card issuers to inform consumers of the reasons for increases in rates. 

· Require issuers that have increased rates since January 1, 2009 to evaluate whether the reasons for the increase have changed and, if appropriate, to reduce the rate.
	· System changes

· Financial impact analysis due to decreased fee income and restrictions on interest rate increases

· Policy and procedures changes

· Staff training


Home Equity Line of Credit Revisions

	Effective

Date
	Regulation
	Summary
	Impact

	Unknown
	Regulation Z/ Truth in Lending
	· Significant changes to Regulation Z (Truth in Lending) intended to improve the disclosures consumers receive in connection with home-equity lines of credit (HELOCs).

· The rules for home-equity lines of credit would be revised to change the timing, content, and format of the disclosures that creditors provide to consumers at application and throughout the life of such accounts. In addition, the proposal would:

· Prohibit creditors from terminating an account for payment-related reasons unless the consumer is more than 30 days late in making a payment.

· Provide additional protections related to account suspensions, credit-limit reductions, and reinstatement of accounts.
	· New forms

· Policy and procedures changes

· Staff training


Closed-end Lending Revisions

	Effective

Date
	Regulation
	Summary
	Impact

	Unknown
	Regulation Z/ Truth in Lending
	· Significant changes to Regulation Z (Truth in Lending) intended to improve the disclosures consumers receive in connection with closed-end mortgages. 

· Closed-end mortgage disclosures would be revised to highlight potentially risky features such as adjustable rates, prepayment penalties, and negative amortization. The proposal would:

· Improve the disclosure of the annual percentage rate (APR) so it captures most fees and settlement costs paid by consumers

· Require lenders to show how the consumer’s APR compares to the average rate offered to borrowers with excellent credit

· Require lenders to provide final Truth in Lending Act (TILA) disclosures so that consumers receive them at least three business days before loan closing; and

· Require lenders to show consumers how much their monthly payments might increase, for adjustable-rate mortgages.

· In addition to revised disclosures, the proposed regulation would also prevent mortgage loan originators from “steering” consumers to more expensive loans by:

· Prohibiting payments to a mortgage broker or a loan officer that are based on the loan’s interest rate or other terms; and

· Prohibit a mortgage broker or loan officer from “steering” consumers to transactions that are not in their interest in order to increase the mortgage broker’s or loan officer’s compensation. 
	· Major policy and procedure changes

· Extensive staff training

· New forms and possible system changes


Third Party Risk Management

· Expect increased focus

· CU’s must have a process to:

· Assess how outsourcing arrangements support objectives and strategic plans

· Understand the risks associated

· Ensure contract provisions for effective oversight

· Implement an oversight and monitoring program

Disaster Planning

· Remains a high priority

· NCUA requirements include:

· Business impact analysis

· Risk analysis to determine critical systems

· Comprehensive, written plan

· Internal controls for reviewing and revising the plan at least annually and conducting annual testing
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