OFFICE OF THE Mﬁd

FINANCIAL REGULATION
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See the Handouts box to download a copy

of the presentation and links to resources. AGENDA:
Please enter questions for the speakers in AWeIcome and Introduction
the Questions box of your control panel. _
ABanking Updates June 9, 2022
For eenmeetl vl iy AMoney Transmission Updates 2:00 PM ET
Use your phone for audio, a wired internet A Break

connection, and close all unnecessary
browser windows or web applications.

AMortgage Updates
Click fAHel pd at thig ACcnsumer Protection Issues
panel for more tips and tech support. A Q&A and Wrap-Up




Wel come to Today

TheOf fice of the Commi ssioner of Financi
consumer financial protection agency and financial services regulator.

FY 2023 Goals:

1) Continue O C F Rtoadition of strong consumer protection actions.
2) Engage in effective and impactful regulatory and supervisory activities.

3) Enhance investment in staff to i mpr
effectiveness, engagement, and morale.

4) Enhance community and industry engagement and Education.

5©  Devel op an understanding of OCFRO0s cu
i denti fy OCFRO6s current and f ut-makieg d a
and chart O C F Rdourse.

6) St rengt hen OCFRO6s coll aboration with
system of depository and non-depository cooperation, networked supervision,
and enforcement.

Antonio P. Salazar E !a
Commissioner of Financial Regulation, State of Maryland ™




2022 Fiscal Year Highlights

During todayos webinar we wi l
provide guidance to industry and consumers, and share |nformat|on on
trends and topics of interest to the Office.

Over the past fiscal year, OCFR has:
Increased focus on industry and consumer engagement

Undertaken significant enforcement actions

Released a report on banking conditions

\Y
\Y
V Updated foreclosure-prevention resources and materials
\Y
V Hired new staff and upgraded office technology

\Y

And mor eé!

Antonio P. Salazar
Commissioner of Financial Regulation, State of Maryland =
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Banking Updates

Greg Thoreson, Deputy Commissioner

Michelle Denoncourt, Assistant Commissioner

ACybersecurity

AClimate Change

ACannabis-Related Banking

ABank-Fintech Partnerships

ANew Maryland Legislation (Banking-Related)
AUnauthorized Representation as a Bank

ALending Requirements for Other-State Financial Institutions



Cybersecurity

Defense is critical; pay close attention to potential weak links at
primary infection points.

Financial institutions should:
A Incorporate Confidentiality, Integrity, Availability concepts
t hroughout your | nprincipesuti onds go
A Test incident response plan on regular basis.

A Establish clear requirements for review and implementation of
CISA guidance.

A Keep regulators informed.

I OCFR has networks that may be of assistance in the event of a
breach.

I Notify OCFR of all computer security incidents.

Office of the Commissioner of Financial Regulation E
Greg Thoreson, Deputy Commissioner =




Climate Change

Financial institution boards and management should be having
discussions to continually enhance their understanding of
climate change-related risks for their institution.

OCFR is evaluating a collaborative approach with the industry by
providing information for financial institutions to consider in their risk
analyses:
A Risks to physical assets that could lead to losses for institutions
through lower household wealth and lower corporate profitability
A Risks from transitions that occur in the economy that may impact
the value of assets
A Strategic risks that arise as institutions pursue new business
strategies and opportunities in the context of climate-related
changes

Office of the Commissioner of Financial Regulation
Greg Thoreson, Deputy Commissioner =




Cannabis-Related Banking

Boards and management need to understand the concept of cannabis-related banking and the
associated risks, and define and document risk limits and tolerances.

A Even if the financial institution chooses to not offer products and services to those businesses, it
must have policies that address cannabis-related businesses. Policies should:
Il Clearly state t heastowhstheritdoes or doesinet sgivicescannabis-related
businesses; and

Qe

Define marijuana and hemp as cannabis-related products and define "cannabis-related
businesses".
A Proper training is crucial.

| BSA/AML training should include cannabis, marijuana, and hemp.

| Personnel must be trained and aware of the "customer due diligence" and "know your customer
practices" that can effectively identify potential cash flows derived from cannabis and/or

cannabis-related activities.

If you are considering offering banking services to cannabis-related businesses, please

Office of the Commissioner of Financial Regulation
Greg Thoreson, Deputy Commissioner =




Bank-Fintech Partnerships

OCF Rfbosus is on implementing a competitive landscape in the laws governing

financial services, by ensuring activity is properly licensed and examined, and that
relevant Maryland laws are followed.

A'In 2021, OCFR filed charges against the Bank of Missouri, Atlanticus Services and
Fortiva Financial in connection with a lending program marketed to Maryland
consumers.

~

~

OCFR cited failures to obtain licenses by each of the parties in connection with the
marketing, lending and collection programs for Maryland consumers.

OCFR alleges loans to Maryland consumers are unenforceable and the lenders are
prohibited from collecting the principal on any of the loans made.

AOCFR is monitoring national activity reg
)

BNPL structured to avoid TiL with only 4 payments; not reported to credit bureaus
unless there is a default on one of the final 3 payments; creates a gap in credit
bureau information, as BNPL obligations will not be part of credit file

Equifax announced it was starting a process to enable BNPL providers to report.

Office of the Commissioner of Financial Regulation
Greg Thoreson, Deputy Commissioner =
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New Maryland Legislation,
Banking-Related (2022)

A SB 175 "Fiduciary Institutions - Investigation of Financial Abuse and Financial
Exploitation - Records Disclosure”

1 Allows fiduciary institutions to share otherwise confidential financial information of a
customer that may be the subject of financial abuse or exploitation to investigators with
an adult protective services agency within a local government

| Effective Date - October 1, 2022

~

A HB 305 "Financial Institutions - Presumption of Property Abandonment - Revisions"
| Property is presumed abandoned three years after the later of the date: (1) the
financial institution is deemed to no longer have a valid address for the owner of the
property or (2) the date the owner has last interacted with the financial institution
through certain specified action.
| Effective Date - October 1, 2022

Office of the Commissioner of Financial Regulation E
Greg Thoreson, Deputy Commissioner =




Unauthorized Representation
as a Bank

Maryland law prohibits unauthorized representation as a bank to protect
Maryland consumers and banks that are authorized to do business in Maryland.
[FI 5-806 representation to the public]

A Companies offering financial services that are not banks or trust companies may
not use the word Abankoamer Atrust comp

AA bank or trust company that seeks to
must request O C F Rdetermination that it is a permissible use.

A Chime case (2021) i Chimeforcedt o st o mhimebankd g i i i ts we
address, allegedly in violation of a California state law that is meant to prevent
businesses from misleading the public;
and fAibankingo aeVverisementer e i n 1Its

Office of the Commissioner of Financial Regulation
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Other-State Financial Institutions
(Lending Requirements)

Any other-state bank that does not have a branch in Maryland needs a license to be a
mortgage lender in Maryland, and must qualify and register to do business in Maryland
with the State Department of Assessments and Taxation (SDAT).

[FI 11-504 mortgage license or registration requirement]

AOCFRO6s petrmisséofmbanko in the narmBBATi s requ

A Other-state banks that have a branch in Maryland are exempt from having a mortgage
license.

A Other-state banks are required to have a foreign bank office permit for a physical office in
Maryland (FI 12-207) or employees in Maryland working from a home office.

A Other-state banks should contact OCFR about specific installment loan licensing
requirements (FI 11-302(b)).

Office of the Commissioner of Financial Regulation
Michelle Denoncourt, Assistant Commissioner =




Money Transmission
Updates

Clifford Charland, Assistant Commissioner (Acting)
Sabrina Brown, Director of Money Services and

Consumer Credit Supervision
AState Examination System
AChanges to Regulation
AVirtual Currency



State Examination System (SES)

OCFR has adopted SES for money transmission examinations.

A Information requests are sent and returned securely through the system.
A Licensees can assign and track information requests.
A Licensees are expected to onboard to the system and designate contacts.

Need help?

A"" Office of the Commissioner of Financial Regulation Clifford Charland, Assistant Commissioner (Acting) E
L |




Money Transmission Regulation

Changes to money transmission regulation are under consideration.

ATofosteruni f or mity and coordination in states

standardizing:
| Definitions
| Exemptions from licensure
| Licensing processes, including determination of control persons
| Safety and soundness requirements

A Model language and FAQs are available on the Conference of State Bank Supervisors
(CSBS) website.

Virtual Currency

Transmittal of virtual currency is governed by the Maryland Money Transmission Act (FI
12-401 et seq). New business models are reviewed by an OCFR internal committee to
ensure thorough analysis and consistency in interpretations.

Office of the Commissioner of Financial Regulation
Clifford Charland, Assistant Commissioner  (Acting) =




BREAK

10 minutes



Mortgage Updates

Clifford Charland, Assistant Commissioner (Acting)

AChanges to Regulation - Mortgage and Foreclosure Procedures
AForeclosure Registration System

AMaryland Homeowner Assistance Fund

AREES Case

ACarrington Decision



Changes to Mortgage
Regulation

Maryland is adopting prudential standards.

A Implements multistate standards facilitated by CSBS

A Clarifies definitonof fimort gage servicero for

A Requires risk management program

A Establishes standards for corporate governance

A Establishes standards for internal audit (e.g., independence of audit
personnel)

A External audit may be required if deemed appropriate by the Commissioner,
based on size, complexity, and risk profile of the licensee

A Enhanced prudential standards - Applicable to entities servicing 2,000 or more
loans and operating in two or more states (excludes reverse mortgage
servicers)

A Effective date pending (COMAR 09.03.06)

Office of the Commissioner of Financial Regulation
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Foreclosure Procedures -
Changes to Regulation

Changes are to clarify existing regulation and ensure they function as originally
intended.

A Establishes expiration criteria for Notices of Intent to Foreclose (NOIs)

A If filing foreclosure without NOI, pursuant to certificate of vacancy or unfitness for
habitation, must provide borrower with notice including procedure for challenging

A Establishes secured party duty of good faith and fair dealing in mediation

A Foreclosure cannot proceed if mediator finds that secured party failed to attend a
scheduled mediation

A Office of Administrative Hearings to file with court a report on the outcome of the
mediation request

A Effective date pending (COMAR 09.03.12)

Office of the Commissioner of Financial Regulation
Clifford Charland, Assistant Commissioner  (Acting)




