
Practical solutions driving tangible results Practical Solutions Driving Tangible Results 

© Copyright 2016. Sheshunoff Consulting + Solutions. All rights reserved. 

Be Prepared!  

Quarterly Compliance Update  

 

4th Quarter 2016 Update 
  

New Regulatory Requirements for Prepaid Accounts & Other Hot Topics 

 
 

  

 

 

 

Presented by:  

Rhonda Coggins, CRCM 

National Compliance Services Director 



Practical Solutions Driving Tangible Results 

 

Rhonda Coggins, CRCM, is the National Compliance Services Director at 
Sheshunoff Consulting + Solutions. She provides expert compliance-related advice 
and guidance to banks and credit unions all over the country.  

 

With over 31 years of experience in various capacities, Ms. Coggins previously 
served as a Compliance Engagement Manager in SC+Sôs Risk Management 
Services Division, and supervised the quality control process for the Southwest 
Region. She has conducted numerous consumer compliance audits and fair lending 
assessments. She also delivers training programs and presentations on various risk 
management and compliance topics.  

 

Ms. Coggins previously served as a Vice President, State of Texas Compliance 
Officer, for one of the largest commercial banks in the United States. She has also 
served as a BSA Officer and worked in Commercial and Consumer lending. Ms. 
Coggins has attended various ABA Compliance Schools and has the ABA 
designation of Certified Regulatory Compliance Manager. In 2010, Ms. Coggins 
was a speaker at the ABA Regulatory Compliance Conference in San Diego, 
California. She currently serves as President of the Dallas Area Compliance 
Association. 
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ωPrepaid Accounts ς New Final Rules 

ςBackground & Coverage 
ςDisclosures 
ςReg. Z Impact 
ςEffective Dates & Resources 

ωPrivate Flood Insurance ς New  Proposed Rule 

ςBackground & Focal Points of New Proposed Rule 
ςMandatory Acceptance of Private Insurance 
ςDiscretionary Acceptance of Private Insurance 

ωYear End & New Year Issues 

ωBONUS ITEM ς 2017 Checklists 
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3 

 

 



Practical Solutions Driving Tangible Results 

Prepaid 

Account ð 

New Final 

Rule  

 

 

 

 

4     



Practical Solutions Driving Tangible Results 

Å Background  
 

Å2016 ï CFPB Issues New Final Rule 

ÅAmends Regulation E 

ÅAmends Regulation Z 

 

ÅCoverage ï before discussing the definition of ñprepaid account,ò 
the existing definition information of ñaccountò is equally relevant  
 

ÅAn ñaccountò is subject to Reg. E if it is established primarily for a ñpersonal, 
household, or familyò purpose. 

ÅAlso, an ñaccountò held under a bona fide trust agreement is not subject to Reg. 
E. 

 
 

New Prepaid Account Rule  
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ñPrepaid Accountò 

ÅPayroll Card Accounts 

ÅGovernment Benefit Accounts 

ÅAccounts marketed / labeled as ñprepaidò that are redeemable upon presentation at 

multiple, unaffiliated merchants for goods or services or at an ATM 

ÅAccounts that are: 

Å Issued on a prepaid basis in a specified amount or not issued on a prepaid basis 

but capable of being loaded with funds thereafter, 

ÅPrimarily for use with multiple, unaffiliated merchants, or an ATM or for P2P 

(person-to-person) transfers, and 

ÅThat is not a checking account, share draft account or a NOW account. 

Reg. E  
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ñPrepaid Accountò Does Not Include  
(for purposes of (b)(3)(i)(C) and (D) 

ÅAccounts loaded only with funds from: 

ÅHeath savings account 

ÅFlexible spending arrangement 

ÅMedical savings account 

ÅHealth reimbursement arrangement 

ÅDependent care assistance or 

ÅTransit / Parking reimbursements 

ÅAccounts loaded only with funds for qualified disaster relief payments 

ÅP2P functionality of an account by or through the U.S. government to conduct closed-loop 

transactions on a US military facility 

ÅCertain gift certificates, store gift cards, loyalty, award or promotional gift cards and general 

use prepaid cards that are both marketed & labeled as a gift card or gift certificate 

ÅAccounts for needs-tested benefits under state/local law or agency 

 

Reg. E  
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CFPB 

Coverage 

Chart  
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https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/Prepaid_coveragechart

_v1_10052016.pdf 

 

 

https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/Prepaid_coveragechart_v1_10052016.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/Prepaid_coveragechart_v1_10052016.pdf
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ÅA financial institution must adhere to specific disclosure 
requirements. 
ωQ ς What Disclosures Must an Institution Provide in Connection with a Prepaid Account? 

ω  A ς  The final rule contains provisions for a variety of disclosures.    

1. First, a consumer must be provided with pre-acquisition disclosures which includes a 
short and long form disclosure with additional information.   

2. Second, the rule contains disclosure requirements on the device (such as a card) or 
the entry point (such as a website or mobile application). 

3. Third, the rule requires the provision of Reg. E initial disclosures for prepaid 
accounts, as well as provisions for an annual error resolution notice. 

4. Fourth, generally, the rule requires the provision of periodic statements.  However, 
the rules are flexible and permit an alternative to periodic statements if certain 
information is made available. 

5. Fifth, the rule generally requires an issuer to submit to the CFPB new and amended 
prepaid account agreements and to also post them in a prominent location on their 
website. 

 

 

Reg. E Prepaid Account Disclosures  
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ÅPre -acquisition 

Disclosures:  

1. Short form disclosure 

2. Specific information 

provided in close 

proximity to the short 

form 

3. Long form disclosure 

 

 

 
 

 
 

Prepaid Account ð Pre -acquisition Disclosures (1005.18(b))  
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Short Form Model A-10(b) ï Payroll Cards 

 

FDIC or NCUA insurance 
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ÅPre -acquisition 

Disclosures:  

1. Short form disclosure 

2. Specific information 

provided in close 

proximity to the short 

form 

3. Long form disclosure 

 

 

 
 

 
 

Prepaid Account ð Pre -acquisition Disclosures (1005.18(b))  
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Disclosures Outside the Short Form: 

ÅName of financial institution 

ÅName of prepaid account program 

ÅPurchase price (if any) 

ÅActivation fee (if any) 

 

Tips ï  

Å Some rule aspects apply to disclosures in a ñretail 

locationò (i.e. site not operated by a financial 

institution) 

Å ñIn close proximityò to Short Form disclosureï  

Å Online ï same web page 

Å Exterior of Packaging ï exterior of package 

Å Paper Disclosure ï on same piece of paper 

Å Orally ï provided immediately before or 

after disclosure 
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ÅPre -acquisition 

Disclosures:  

1. Short form disclosure 

2. Specific information 

provided in close 

proximity to the short 

form 

3. Long form disclosure 

 

 

 
 

 
 

Prepaid Account ð Pre -acquisition Disclosures (1005.18(b))  
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Long Form Model A-10(f)  
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ÅDisclosures on Access Device or Entry Point:  

1. Access Device (such as a card) 

Å Name of Financial Institution 

Å Website URL 

Å Phone Number 

 

2. If No Physical Access Device, disclosures must appear on the: 

Å Website 

Å Mobile Application or 

Å Other Entry Point that the consumer must visit to access the prepaid 
account electronically 

Prepaid Account ð Device / Entry Point Disclosures 

(1005.18(f)(3))  
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(d) An institution that provides information under (c)(1) (periodic statement 

alternative), shall comply with modified disclosure requirements for: 

ÅInitial Disclosures:  
Å Initial Reg. E disclosures (1005.7(b)) modified for 

ï Access to account information 

ï Error resolution 

ÅAnnual Error Resolution Notice:  
Å See Newly Revised Appendix A Model Clauses for Prepaid Accounts 

Å Alternatively, an abbreviated notice may be provided with each 

electronic and written account transaction history 

 

(f) An institution must include as part of the initial disclosures (1005.7), 

information to be disclosed in itôs pre-acquisition long form disclosure. 

Prepaid Account ð Initial / Annual Disclosures (1005.18(d)&(f))  
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An institution need not provide periodic statements (required by 1005.9(b)), if 

they make available to the consumer certain information: 

Å The consumerôs account balance, through a readily available telephone line;  

Å An electronic history of the consumerôs account transactions, such as 

through a Web site, that covers at least 12 months preceding the date the 

consumer electronically accesses the account; and  

Å A written history of the consumerôs account transactions that is provided 

promptly in response to an oral or written request and that covers at least 24 

months preceding the date the financial institution receives the consumerôs 

request 

 

Special provisions are provided that address periodic statement alternatives 

for unverified prepaid accounts (not payroll card or government benefit 

accounts). 

Prepaid Account ð Periodic Statements (1005.18(c)(1))  
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The rule includes provisions for the following: 

 

Internet Posting of Account Agreements  

Å To be posted on publicly available website - agreements offered to 
the general public 

Å Agreements for all open accounts must be made available, either: 

Å On its website, or 

Å Promptly provide a copy upon request (within 5 business days) 

Submission of Agreements to the CFPB  

Å On a ñrolling basisò within 30 days after an issuer offers, amends or 
ceases to offer an account 

Å Submission is subject to de minimis exception ï 3,000 open prepaid 
accounts 

 

 
 

 

Prepaid Account ð Account Agreements (1005.19)  
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The final rule generally applies the following to prepaid accounts: 

 

1005.6 ï Limitations on Liability  

Å 1005.18(e)(1) outlines modified limits related to the 60-day period for 

reporting unauthorized transfers and for unauthorized transfers 

reported within 120 days after the credit or debit. 

1005.11 ï Error Resolution Requirements  

Å 1005.18(e)(2) addresses modified requirements for error resolution 

related to the consumerôs report of an error and the resolution 

process for unverified accounts (not payroll card or government 

benefit accounts) 

 

 
 

 

Prepaid Account ð Reg. E Liability and Error Resolution 

(1005.18(e))  
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CFPB Considerations - whether and how to regulate credit features 
offered in connection with prepaid accounts 

For Example -  

Å Prepaid accounts where a consumer is permitted to overdraw the 
account through a fee-based OD program, to draw credit from a 
separate OD line of credit or to push credit funds into a specified prepaid 
account to cover transactions where funds are insufficient. 

Final Rule -  

Å Generally treats prepaid cards that access overdraft credit features as 
credit cards subject to Regulation Z. 

Å Certain situations are excluded, for example: 

Å Situations in which prepaid account issuers are only providing certain incidental 
forms of credit without charging credit-related fees (such as in so-called óóforce payôô 
transactions) as well as situations in which a consumer chooses to link a prepaid 
card to a credit feature offered by a third party that has no business relationship 
with the prepaid account issuer. 

 

 
 

Prepaid Account ð Regulation Z Impact  
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MOST Provisions Effective October 1, 2017  

Å Requirement to submit prepaid account agreements to the CFPB ï 
eff. 10/1/18, but internet posting of agreements is eff. 10/1/17. 

Å Rule also provides some exceptions to the general 10/1/17 eff. date.   

Å For example, the rule does not require the pulling and replacing of packaging 
materials or access devices, provided that those materials are produced in the 
normal course of business prior to 10/1/17. 

Important Resource Tool:  

Å The CFPB has provided a 5 page explanation of the ruleôs effective 
dates.   

Å While it isnôt a substitute for the file rules, it does provide a good 
breakdown to help understand the various accommodations 
provided. 

Å https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/1
12016_cfpb_Prepaid_effectivedate.pdf 

 

Prepaid Account Rules ð Effective Dates  
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https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/112016_cfpb_Prepaid_effectivedate.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/112016_cfpb_Prepaid_effectivedate.pdf
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Be Aware of Transition-Related Provisions 
 

ÅTransition Rules - Regulation E 1005.18(h) 
ïGeneral effective date ï 10/1/17 

ïEarly Disclosures ï  
i. Exception for existing prepaid account access devices and 

packaging material that was produced prior to 10/1/17 

ii. Disclosures for prepaid accounts acquired on or after 10/1/17 ï via 
packaging materials produced prior to 10/1/17, includes provisions 
for notices of certain changes 

iii. Disclosures for prepaid accounts acquired before 10/1/17 ï 
includes provisions for notices of certain changes 

 

 

 

Prepaid Account Rules ð Effective 

Dates cont.  
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ÅResources:  
 

ïFederal Register Final Rule - 
https://www.federalregister.gov/documents/2016/11/22/2016-
24503/prepaid-accounts-under-the-electronic-fund-transfer-act-
regulation-e-and-the-truth-in-lending-act 

ïCFPB ï Prepaid Rule Resource Page - 
http://www.consumerfinance.gov/policy-
compliance/guidance/implementation-guidance/prepaid-rule/ 

ÅSee individual resources for payroll card accounts & government benefit accounts 

ïFDIC ï Prepaid Cards & Deposit Insurance Coverage -   
https://www.fdic.gov/deposit/deposits/prepaid.html 

ïNCUA  - Guidance on Enhanced Share Insurance - 
https://www.ncua.gov/regulation-
supervision/Documents/Regulatory%20Alerts/RA2016-02-
enclosure.pdf 

 

 

Prepaid Accounts - Resources  
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Task Requirement 

Policy Changes Å Review  Reg. E and Reg Z policies and update as needed to coincide 

with the new prepaid account rule 
 

Procedure Changes Å Implement procedures regarding the identification of prepaid accounts 

Å Review prepaid accounts and determine whether offering includes 

overdraft credit features, for Reg. Z rule applicability  

Å Implement other procedures related to disclosures and error resolution 

   

Disclosure Changes Å Implement required disclosures 
 

Training Å Train applicable staff on new requirements, policies and procedures 

Other Å Work with your vendor or third party to determine how they will support 

prepaid account provisions 

            
Deadlines 

 

October 1, 2017 ï effective date of most provisions; several 

accommodations included in final rule   

October 1, 2018 ï effective date to submit account agreements to the 

CFPB 
 

New Prepaid Account Rule  
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Å Background  
 

ÅInteragency Proposal ï OCC, FRB, FDIC, NCUA & 

Farm Credit Administration 

ÅPublished in the Federal Register ï 11/7/16 

ÅTo Implement Bigger Waters Provisions 

ÅComment Period open through 1/6/17 

 

 

 
 

Background of Private Flood 

Insurance Proposed  Rule  
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63.  May a lender rely on a private insurance 
policy to meet its obligation to ensure that its 
designated loans are covered by an adequate 
amount of flood insurance?  

Answer: It depends.  A private insurance policy may be an 
adequate substitute for NFIP insurance if it meets the criteria 
set forth by FEMA in its Mandatory Purchase of Flood 
Insurance Guidelines.  Similarly, a private insurance policy 
may be used to supplement NFIP insurance for designated 
loans where the property is underinsured if it meets the 
criteria set forth by FEMA in its Mandatory Purchase of Flood 
Insurance Guidelines.   

FEMA states that, to the extent that a private policy differs 
from the NFIP Standard Flood Insurance Policy, the 
differences should be carefully examined before the policy is 
accepted as sufficient protection under the law.  FEMA also 
states that the suitability of private policies need only be 
considered when the mandatory purchase requirement 
applies.  

 

 
 

Private Flood Insurance ð 

Background cont.  
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64.  When may a lender rely on a private 

insurance policy that does not meet the criteria 

set forth by FEMA?  

Answer: A lender may rely on a private insurance policy 

that does not meet the criteria set forth by FEMA only in 

limited circumstances.  For example, when a flood 

insurance policy has expired and the borrower has failed to 

renew coverage, private insurance policies that do not 

meet the criteria set forth by FEMA, such as private 

insurance policies providing portfolio-wide blanket 

coverage, may be useful protection for the lender for a gap 

in coverage in the period of time before a force placed 

policy takes effect.  However, the lender must still force 

place adequate coverage in a timely manner, as required, 

and may not rely on a private insurance policy that does 

not meet the criteria set forth by FEMA on an ongoing 

basis. 

 
 

Current Environment ð 2 Interagency FAQs  

Refers to FEMAôs ñMandatory Purchase of Flood Insurance Guidelines,ò which has been rescinded. 

 


