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TAPINTO THIS
$72 BILLION DOLLAR

OPPORTUNITY

GAIN EARNING ASSETS WITH CANNABIS LENDING

The U.S. cannabis market is poised for substantial growth, with
New Frontier Data estimating it to reach $72 billion annually by
2030. This growth is primarily driven by the legalization of adult-
use cannabis programs in 23 states, including California - the
largest cannabis market in the country - where total market
sales are expected to reach $9.3 billion by 2030.

Lending is part of a holistic approach to providing banking services
to the cannabis industry that helps financial institutions attract the
best operators, build a strong book of deposits, and unlock higher
yield earning assets. It is also an opportunity for banks to go beyond
serving retailers and meet the demand for banking and lending by
the broader wholesale market as well.

The Shield Compliance Cannabis Lending Guide helps bankers
navigate the compliance, reputational, and credit risks associated
with cannabis operators and cannabis-related collateral, and unlock
the financial rewards of this industry.

Shield Compliance: A Leader in Cannabis Banking.

Since its inception, Shield has partnered with more than 65

financial institutions and monitored 7.5 million transactions including
$32.6 billion in deposit volume. For the 12-month period ending

June 30, 2023, Shield’s financial institution customers have earned
$31.5 million in fee income. As of June 30, 2023, these financial
institutions have $920.5 million in deposit balances and $166.4 million
in loans outstanding from over 5,000 cannabis-related businesses
representing more than 13,000 active cannabis licenses.

Let Shield Compliance help your financial institution unlock the
benefits of serving the legal cannabis industry.

GET THE GUIDE

Shield Compliance transforms
how financial institutions manage
risk, comply with regulations, and
address the operational demands
of the legal cannabis industry.

shield
assure

Compliance management for
financial institution daily operations,
including case management and
automated reporting.

shield

engage

Informed account application
process for underwriting and

onboarding cannabis business
accounts.

shield
transact
Compliant mobile payment and

payroll solutions to reduce cash
transaction dependency.

Earn the benefits of a compliant
cannabis banking program with
Shield Compliance.

™ info@shieldbanking.com
[J (425)276-8235

DOWNLOAD THE CANNABIS LENDING GUIDE: "s. chield

ShieldBanking.com/cannabis-lending-guide compliance
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Association Update

ear Members,

The last few months have been incredibly event-
ful and I am excited to share an update on what
we have been up to at your association.

During the final months of this year’s state legislative
session, we have been laser focused on finishing the

year strong. We hunkered down on the frontlines of the
battlefield on behalf of our members seeking to influence
measures impacting the industry. On September 14, the
Legislature adjourned leaving Governor Newsom until
October 14 to take action on measures reaching his desk.
The Legislature will be in recess for the balance of the
year, reconvening for the second year of the two-year ses-
sion on January 3.
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It has been a
dynamic and
amazing few
months filled with
opportunities to
advocate for our
members.

Overall, the banking industry had a good legislative
year. We stopped a number of harmful measures increas-
ing liability for banks or imposing complicated new
compliance burdens. We tackled difficult issues from
making banks liable for elder financial abuse committed
by others, increasing scrutiny on the use of automated
decision-making, and mandating the handing over of
confidential customer information on client trust ac-
counts. Despite a successful year, the Governor signed
two climate-related measures impacting certain entities
doing business in California. One measure, SB 253 re-
quires the annual reporting of Scope 1, 2 and 3 green-
house gas emissions and the second, SB 261, requires
the submission of a biennial climate-related financial
risk disclosure.



Shortly after the legislative session concluded, we met
with our Western states banking association peers in
San Diego for the National Association of Bank Advo-
cates fall meeting. These meetings are excellent op-
portunities to share experiences and advice on legisla-
tion from each of the various states, to learn from one
another, and to strengthen important relationships.

In late September, we conducted our Annual Joint Visit
to Washington, D.C., with the Florida Bankers Associa-
tion. The visit was successful despite concerns at that
time that the government may shutdown. We met with
a dozen legislators on Capitol Hill and had productive
discussions with the U.S. Treasury and Director Chopra
from the CFPB. While we were in D.C., the Senate
Banking Committee passed the bi-partisan S. 2860,
known as the Secure and Fair Enforcement Regula-
tion Banking Act (SAFER Banking Act). The measure,
which will now advance to the full Senate for consid-
eration, is a revised version of the banking industry
supported SAFE Banking Act.

We also attended the ABA’s Annual Convention in Nash-
ville, providing an opportunity to connect with Califor-
nia bankers in attendance, peer state banking association
executives, and the ABA team. Among other speakers,
we heard updates from Michael Barr, board member of
the Federal Reserve System, and Raphael Bostic, presi-
dent and CEO of the Federal Reserve Bank of Atlanta.

We recently met in the State Capitol with banking and
budget committee staff to discuss the industry’s per-
spective and outlook on commercial real estate. This
was a proactive opportunity for us to share our exper-
tise on what the industry is experiencing and anticipat-
ing relative to CRE and to serve as a trusted resource to
the Legislature.

In November, we hosted our Annual Legislative Forum
at the Citizen Hotel in Sacramento. This fast-paced
state legislative advocacy event is designed to bring key
decision-makers and influencers to one location for a
discussion on California politics. Among other issues,
we discussed the recent increase in bank assessments

with the DFPI, caught up with the chair of the As-
sembly Committee on Banking and Finance, and heard
from experts on upcoming legislation and regulation on
automated intelligence.

On the conference side, we delivered our third major
in-person gathering. Bankers Summit, which was held
at Caesars Palace in Las Vegas, featured four learning
tracks including risk management, compliance, lend-
ing and finance. Attendance was strong and the event
provided a valuable platform for networking, knowl-
edge sharing, and exploring new opportunities. Next
year’s Summit will be held at Caesars Palace, October
1-4, 2024.

Our highly anticipated Women in Banking Mixer is just
around the corner, scheduled for November 29, at the
Tamayo Restaurant in Los Angeles. This event aims to
celebrate the contributions of women in our industry
and provides a forum for networking and mentorship.
We hope that you will encourage your colleagues to
attend this event.

Please also mark your calendars for the Bank Presi-
dents Seminar, scheduled for January 10-11, 2024, at
the Montage Laguna Beach. This premiere event is an
excellent opportunity for bank CEOs. The Seminar will
include opportunities for peer-to-peer networking sup-
ported by timely and fresh content to help bankers stay
ahead of an ever-evolving industry.

It has been a dynamic and amazing few months filled
with opportunities to advocate for our members; share
the industry’s story on the many ways in which banks
support their customers and communities; and, to net-
work with bankers. As always, we remain dedicated to
serving the needs of our members. Thank you for your
continued support of our association. We look forward
to seeing you soon.

Bringing members together. Making our banks better.

Kevin Gould
President & CEO, California Bankers Association
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Can you tell us about your background and how
you came to be the CEO of Bank of the Sierra?

While attending college at night, I needed a job to pay for
school and a friend mentioned that a local bank was hir-
ing tellers. T applied for the position and was thrilled to
get the job! I originally planned to leave banking once I
completed college, but in the 33 years since, I never want-
ed to leave. I fell in love with the industry and eventually
worked my way into lending and management. Over 22
years ago, I had the opportunity to join Bank of the Si-
erra as a branch manager. I worked my way up to Chief
Banking Officer and eventually was privileged to become
President and CEO of Bank of the Sierra in 2015.
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[In the 33 years
since | started in
banking], | never
wanted to leave.

| fell in love with
the industry and
eventually worked
my way into lending
and management.

What sets Bank of the Sierra apart from other financial
institutions, and what is your vision for the bank’s fu-
ture?

Bank of the Sierra is a wonderful place to work! Our
community bank roots really set us apart. That legacy is
what drives us to connect to our communities, our cus-
tomers, and our employees. While our history helps de-
fine us, we must continually look forward for opportuni-
ties to grow. Over the years, most of our growth has been
organic. Additionally, we have had opportunities to part-
ner with other banks, having completed four whole bank
acquisitions. It is important that we continue to grow our
bank, with a continued focus on profitability and growth.
Further consolidation is inevitable, and I remain confi-



dent that our management team is capable of growing

and scaling our organization. Growth will be needed to
meet increasing regulatory expectations while provid-
ing appropriate returns to shareholders. I believe we are
well positioned to partner with smaller institutions that
will be looking for strategic alternatives in the future.
While we would be very deliberate when considering
M&A, we have worked hard to build a strong commu-
nity bank with the appropriate infrastructure and risk
profile to expand.

The COVID-19 pandemic brought significant challeng-
es to the financial sector. How did Bank of the Sierra
respond to the pandemic, and what lessons did the bank
learn from that experience?

The pandemic was challenging for not just the bank-
ing industry but society as a whole. We took the op-
portunity to solidify our customer connections further.
We needed our customers to know we were there for
them. As many banks did, we participated in the Pay-
check Protection Program, which provided wonderful

assistance for small businesses and our communities.
Additionally, while branch access was modified, our
customers were able to visit our offices and complete
banking transactions. We also found that our customers
appreciated being able to do business digitally or over
the telephone, as they continued to shift their behavior
and rely more on technology. Finally, we moved to a
hybrid work model. Initially, this move was in response
to the pandemic and the need for business continuity.
We continue to benefit from this model today, as it has
greatly improved our ability to recruit and compete for
new talent.

Banking has seen significant changes in recent years,
including digital transformation. How is Bank of the
Sierra adapting to these changes, and what role do you
see technology playing in the future of the industry?

Technology has changed customer expectations and will
continue to do so. We not only compete with other banks
but find that consumers are looking for a banking experi-
ence without friction — much like purchasing an item on-
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A career in community banking taught me the value of

teamwork. | saw very quickly that the leaders | wanted to

emulate did an amazing job hiring and building strong teams.

My primary focus as CEO is to build a strong team and

collaborate as much as possible.

line. While the banking industry has a distance to go, the
goal is to have both “bricks” and “clicks.” Customers,
whether retail or business, appreciate the ability to bank
online with the knowledge that they can go into a physi-
cal location if they so choose. To meet those expectations,
we have expanded our online and mobile capabilities, in-
cluding account opening and lending.

How does Bank of the Sierra engage with and support
the local communities it serves? Can you share some ex-
amples of the bank’s community involvement and social
responsibility initiatives?

Our mission is to make every community that we are a
part of better and we are focused on doing just that! One
example is our Sierra Grant Program that we established
in 2004. To date, we have donated more than $3.8 mil-
lion through that program alone! Additionally, most of
our bankers volunteer their time for efforts in financial
literacy, community improvement, economic develop-
ment, and many other worthwhile causes. In fact, earlier
this year we had 50 bankers work with the Sequoia Parks
Conservancy and One Tree Planted to plant trees in Se-
quoia National Park. That’s just one example of how we
are directly involved in making our communities better.

Can you share some insights into the future of banking
and finance? What trends and innovations do you an-
ticipate will shape the industry in the coming years, and
how is Bank of the Sierra prepared to adapt?

10 www.CalBankers.com | CaliforniaBanker

Digital is playing a larger role in the financial services
industry, specifically impacting banking. The fintech
industry and digital channels like Amazon are shaping
customer expectations. We maintain a strong branch
network and see this as a valuable connection with our
customers, but the role of the branch is changing. With
ITMs, cash recyclers, and other branch technology, per-
sonal interaction is still important, but it is evolving. It
is important that as a banking industry, we continue to
meet customer expectations for interaction, whether in
person or digitally.

Leadership and management styles can vary greatly
among CEOs. What leadership principles and philoso-
phies guide your decision-making and the direction of
the Bank of the Sierra?

A career in community banking taught me the value of
teamwork. I saw very quickly that the leaders I want-
ed to emulate did an amazing job hiring and building
strong teams. My primary focus as CEO is to build a
strong team and collaborate as much as possible. Early
in my career, I read a quote from Ken Blanchard that
states, “Everyone has their strengths and weaknesses,
and whilst each member of our team is an expert in what
they do, not one of us is as smart as all of us together as
a team.” I have worked hard to integrate this knowledge
into my leadership style. I am very proud of our leader-
ship team, and we certainly lean into our ability to make
better decisions together.
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That’s A Wrap

By Jason Lane, Vice President and Acting Director of Government Relations, California Bankers

he California Legislature ad-
journed for the year on Sep-
tember 14, and they are now
in interim recesses until Janu-
ary. Legislatively, CBA was successful
in opposing SB 278 (Dodd). Spon-
sored by the Consumer Attorneys of
California, this measure makes finan-
cial institutions liable for elder finan-
cial abuse if the institution should
have known that the likely result of
a transaction initiated by an account
holder would result in fraud, and the
institution failed to stop it.

We opposed this expanded liability,
which fundamentally alters the rela-
tionship between banks and their senior
citizen account holders. Under the mea-
sure, a bank employee could take the
appropriate steps to warn an account
holder that the transaction they’ve initi-
ated with the bank may result in fraud,
but if the employee honors the transac-

tion, the bank could be held liable.
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With no clear safe harbor for insti-
tutions to utilize to avoid liability,
banks will be forced to reevaluate
their customer relationship with ac-
count holders over the age of 65.

We launched a successful media cam-
paign opposing SB 278 and worked
with aging experts at Stanford Uni-
versity and the Milken Institute to
publish an opinion editorial related
to the measure. This legislation was
ultimately held in the Assembly Bank-
ing Committee and will not advance
this year but remains eligible for con-
sideration next year. The legislature is
highly focused on passing legislation
in 2024 and we have committed to
work with the committee during the
fall to craft legislation intended to be
an alternative to SB 278.

A CBA-sponsored measure adopting
the Uniform Fiduciary Income and
Principal Act has been signed by the

Governor. The Act recognizes modern
portfolio theory by allowing trustees
to invest for the maximum total re-
turn, whether the return is in the form
of income or growth of principal and
provides more flexible terms giving
trustees discretion to accumulate in-
come or access principal when advan-
tageous to further the purposes of the
trust. Another uniform measure head-
ed to the Governor, and supported by
CBA, adopts the Uniform Directed
Trust Act which provides a frame-
work for allocating fiduciary power
and duty between a trust director and
a trustee by allocating the primary
duty to the director while simultane-
ously maintaining a minimum core
duty for the trustee to avoid willful
misconduct.

We successfully negotiated several
mortgage-related measures that are
still active. We secured amendments
requiring lender consent for borrow-



ers that wish to separately convey
an accessory dwelling unit from the
parcel.

We helped redraft a measure as a
means to improve compliance that
requires a transferor mortgage ser-
vicer to furnish to a transferee mort-
gage servicer material written re-
cords regarding damaged residential
1-4 property resulting from a disas-
ter where a state of emergency has
been called. A measure adopting re-
mote online notarization in Califor-
nia, supported by CBA also passed
out of the legislature.

On the labor and employment
front, SB 399 (Wahab), a measure
that would have restricted employer
communications was held and will
not move forward this year. It is eli-
gible to move forward in 2024 as a
two-year bill.

CBA opposed the measure on the
basis that it would have restricted
communications about pending or
recently enacted legislation and reg-
ulations, which is highly concerning
from a compliance perspective. This
measure was the highest priority of
CBA’s current engagement in labor
and employment-related legislation.

Additionally, CBA was asked to join
an opposition coalition to express
concern about a package of water
rights-related measures that are im-
portant to our agriculture lending
community. CBA joined the coali-
tion, and the package of measures
were set aside for the remainder of
the legislative year, though they will
be eligible to move forward in 2024
as two-year measures.

Two important climate-related mea-
sures passed out of the legislature

this year. SB 253 (Wiener) requires
all entities that do business in Cali-
fornia and earn an annual revenue
of more than $1 billion to publicly
disclose their greenhouse gas emis-
sions, including scope 3 emissions
associated with supply chains. SB
261 (Stern), the Climate-Related
Risk Disclosure Act, is modeled on
a framework proposed by the Task
Force on Climate-Related Financial
Disclosures (TCFD), mandating the
report for entities doing business in
California with more than $500 mil-
lion in annual revenue. >

Jason Lane is vice president
and acting director of gov-
ernment relations for the
California Bankers Associa-
tion and manages California
state tax policy for the as-
sociation, which involves analyzing legislation and
regulatory activity, and the development of policy
positions for the association. Lane is one of three
lobbyists at CBA and, in addition to his primary fo-
cus on taxation, he also lobbies on behalf of the
association on issues related to the state budget,

and consumer lending legislation.

REAL ESTATE TAX
SERVICE. INC.

~ Property Tax Reporting
~ Flood Zone Determinations
~ Since 1987

WE CAN
DO IT!

800-528-7803

nationwidecompliance.com
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Artificial Intelligence —
The Benefits

and Challenges
for Financial Institutions

By Julia A. Gutierrez, Director of Education, Compliance Alliance
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he technologies of artificial intelligence (AI) are becom-

ing an integral piece of the world in which we live. These

technologies are being deployed across a plethora of fields

ranging from simple devices such as cell phones to more
complex technologies such as autonomous vehicles or the diag-
nosing of diseases.

Artificial intelligence is even rearing its advancing technological
head into the playing field of banking. It is a constantly evolving
technology that many industries are jumping into while others
slowly push them along in their efforts to thrive.

For banks, it’s critical to embrace the advancements of the future,
but also to consider the security and regulatory requirements and
overall risk to the organization and its customers.

What is Artificial Intelligence?

Artificial Intelligence is a term that commonly references the vari-
ous technological capabilities that allow for the analysis of data
and the identification of patterns to make decisions and impact an
outcome. Some examples of these Al type activities or branches
include machine learning, natural language processing, robotics
process automation, and speech and object recognition. Machine
learning is a branch of Al and computer science that focuses on
the use of algorithms and data to imitate human learning pat-
terns, while gradually improving the accuracy.

With machine learning, the system learns and improves as new
data is made available.

Another branch of computer science and Al is natural language
processing. This branch of Al enables computers to process hu-
man language, received through text and spoken words, and to
understand the meaning and intent. It basically allows a computer
system to understand the semantics of conversational language.

The Al branch of robotics process automation, also known as
software robotics, is the use of applications and systems to per-
form human-like tasks. It uses intelligent automation technologies
and rule-based software to perform business process activities at
a more efficient volume, reducing the need for human resource or
involvement in the task.

Finally, the AI branch of speech recognition enables a system to
identify and process human speech into a written format. Speech
recognition may also be referred to as automatic speech recog-
nition, computer speech recognition, or speech-to-text. This Al

CaliforniaBanker | Issue 52023
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technology is often confused with voice recognition which
focuses on identifying an individual user’s voice. However,
speech recognition focuses on translating speech from ver-
bal to text. Each of these artificial intelligence branches
are utilized throughout financial institutions and countless
other industries around the world.

The Benefits of Artificial Intelligence

Artificial intelligence is used in various fields and applica-
tions ranging from online shopping, advertising, machine
translation enabling cross-language communication, to
improving the overall operations and cost efficiency of fi-
nancial institutions. The use of artificial intelligence tech-
nologies in financial institutions can drastically reduce op-
erational costs while significantly increasing productivity.

With its broad range of uses, Al can potentially aid finan-
cial institutions in reducing costs associated with products
and services, and it can enhance the overall customer expe-
rience as it bridges the gap between customer convenience
and relationship. Al can benefit a financial institution’s
lending process as it can expand credit access, assist in
financing decisions, decrease the underwriting times and
costs, and enhance both the borrower and lender experi-
ence. Al can be beneficial throughout other areas within
financial institutions such as identity validation and real-
time anti-fraud monitoring. The opportunities and ben-
efits when it comes to Al and financial institutions seem to
be endless. But there have to be challenges, right?

Artificial Intelligence Challenges

Artificial intelligence isn’t perfect. Like any other enhanc-
ing technologies, Al comes with its own set of risks and
challenges. Some of those risks and challenges include
system integration and a gap in skills. With system in-
tegration, the data behind Al is equally as critical as the
technology itself. In order for the utilization of Al to be
beneficial and effective, the data quality and quantity need
to be accurate. This involves organizing data and prepar-
ing for integration. This means that financial institutions
with a core processor will have to coordinate between
their core system and their Al technologies. This can of-
ten be a complex and costly undertaking and financially
burdensome, especially for small financial institutions and
community banks.
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Financial institutions may also run into more complicated

integration processes if their core processors and Al solu-
tions vendors are competitors of the same or similar prod-
ucts and services. This challenge often leads to increased
fees and costs for integration. Even if financial institutions
are able to work out all the kinks related to system inte-
gration, there is always the challenge of obtaining expertly
trained staff who are knowledgeable in building and de-
ploying Al solutions.

With the rapid advancement and use of Al technologies, it
has led to a shortage of skilled Al experts in the broader
labor force. While this is a challenge that is expected to
improve in the future, at present, it leaves financial institu-
tions competing with large tech companies such as Apple
or IBM when recruiting for Al talent.

An even more challenging area associated with artificial
intelligence and financial institutions is meeting compli-
ance expectations on technologies that are surrounded by
so much regulatory uncertainty. Financial institutions are
expected to identify and manage all risks related to artifi-
cial intelligence and how it is used within the organization.

It’s not enough for financial institutions to simply employ
the technologies of Al but rather they are expected to un-
derstand the data or inputs that drive the outcomes. Finan-
cial institutions are expected to ensure that all data used
within the various branches of Al, align with regulatory
compliance requirements.

For example, if the machine learning branch of Al is used
in the decision-making for credit, the bank should under-
stand and be prepared to explain what the contributing
factors were that the Al system used to make that decision
(i.e., what data was inputted to receive the outcome/deci-
sion).

It is critical that financial institutions are not only able to
understand and explain this process, but also that all the
data used within the AI system meet regulatory require-
ments. This means ensuring that the Al system isn’t us-
ing information that may violate consumer or fair lending
laws.

Financial institutions that are utilizing Al should have pro-
cesses in place that allow for the identification of risk, both
new and emerging, as well as controls for managing that



risk. Because of the rapidly evolving technologies of Al
there is always the challenge of changes in risk level or
even unidentified risk developing.

Financial institutions need to be prepared to rise to the
occasion when it comes to meeting those regulatory and
risk challenges, whether that be through an increased
frequency in monitoring and reviewing established con-
trols or contracting with external vendors to conduct
robust third-party risk management.

The use of Al technologies within financial institutions
has captured the interest of regulators and policymak-
ers alike. A couple of key concerns are always the
safety and soundness of financial institutions and con-
sumer protections. While Al is constantly growing and
advancing, many of the banking laws and regulations
currently on the books are still a little behind the times,
leaving some areas of regulatory uncertainty. Never-
theless, regulators acknowledge the benefits of Al and
support the responsible innovation by financial institu-
tions.

In 2021, the agencies (Consumer Financial Protection
Bureau, Office of the Comptroller of the Currency, Fed-
eral Deposit Insurance Corporation, and Federal Reserve
Board) issued RFIs (request for information) on the use
of artificial intel-

The 2023 statement outlines some of the challenges of Al
and serves as a reminder that financial institutions must
embrace responsible innovation.

Conclusion

For financial institutions to thrive in the industry and
remain relevant in the market, they must continue to
be forward thinking and responsible in their innovation
efforts. Artificial intelligence is an ever evolving tech-
nology and convenience in the world in which we live.
Financial institutions must engage in the balancing act
of supporting new and innovative technologies for its
customers, while also acknowledging the managing the
risks and challenges of such growth. It is imperative to
fully understand the technologies that our institutions
rely on for their operations, and that we remain abreast
of any arising issues in the regulatory world. Artificial
intelligence is the future and it’s filled with risks and re-

wards. 2>

Julia A. Gutierrez serves as Compliance Alliance’s Direc-
tor of Education, developing curriculum and presenta-
tions, as well as presenting at various schools and
seminars, both live and in a livestream/hybrid format.
Gutierrez has over 20 years of financial industry experi-

ence with the Compliance Alliance team.
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ASK THE COMPLIANCE GURU

Q: Can Iissue an access device off of
a HELOC?

A: While not prohibited, there are
some risks to keep in mind. The main
federal compliance issue is that debit
cards issued for HELOCs are gen-
erally considered
Regulation Z purposes,

“credit cards” for
subjecting
them to the Regulation Z credit card
provisions.

Regulation Z’s Commentary to 12
CFR 1026.2(a)(15)-2(ii)(C) states that
“if a line of credit can also be accessed
by a card (such as a debit card), that
card is a credit card for purposes of
§1026.2(a)(15)(i)”, meaning that the
debit card falls under Regulation Z’s
definition of “credit card”.

https://www.consumerfinance.gov/
rules-policy/regulations/1026/2/#2-
a-15-Interp-2-1i-C

18 www.CalBankers.com | CaliforniaBanker

Further, in accordance with 12 CFR
1026.12(d), since the debit card
would be a “credit card” under Reg-
ulation Z, the bank would generally
lose its right of offset under the regu-
lation.

https://www.consumerfinance.gov/
rules-policy/regulations/1026/12/#d

Q: For an open-end credit card ac-
count can a due date on the monthly
billing statement vary if the usual due
date lands on a Sunday? Example: A
due date is usually the 27th of the
month. However, 8/27/23 is a Sun-
day so my billing statement reflects
the due date as 8/28/23 this month.

A: The answer to this question de-
pends on how the bank determines
their due date and/or whether this
change will be adjusted. The regula-
tion provides the following guidance:

“6. Same day each month. The re-
quirement that the due date be the
same day each month means that the
due date must generally be the same
numerical date. For example, a con-
sumer’s due date could be the 25th
of every month. In contrast, a due
date that is the same relative date but
not numerical date each month, such
as the third Tuesday of the month,
generally would not comply with this
requirement. However, a consumer’s
due date may be the last day of each
month, even though that date will
not be the same numerical date. For
example, if a consumer’s due date is
the last day of each month, it will fall
on February 28th (or February 29th
in a leap year) and on August 31st.

7. Change in due date. A creditor
may adjust a consumer’s due date
from time to time provided that the
new due date will be the same nu-



merical date each month on an on-
going basis. For example, a creditor
may choose to honor a consumer’s
request to change from a due date
that is the 20th of each month to
the 5th of each month, or may
choose to change a consumer’s due
date from time to time for opera-
tional reasons. See comment 2(a)
(4)-3 for guidance on transitional
billing cycles.”

https://www.consumerfinance.gov/
rules-policy/regulations/1026/7/#7-
b-11-Interp-6

“(A) The due date for a payment.
The due date disclosed pursuant to
this paragraph shall be the same
day of the month for each billing
cycle.”

https://www.consumerfinance.gov/
rules-policy/regulations/1026/7/#b-
11-i-A

Q: Is it standard for a Reg O loan
to have a demand feature?

A: It is required for a Reg O loan
to an executive officer to have a de-
mand feature. It is not specifically
required for any other type of in-
sider, however. Some banks we have

spoken to do include a demand fea-
ture for all Reg O loans, but that
would be a matter of internal policy.

“(d) Any extension of credit by a
member bank to any of its execu-
tive officers shall be: ...

(4) Made subject to the condition in
writing that the extension of credit
will, at the option of the member
bank, become due and payable at
any time that the officer is indebted
to any other bank or banks in an
aggregate amount greater than the
amount specified for a category of
credit in paragraph (c) of this sec-
tion.”

https://www.ecfr.gov/cgi-bin/text-id
x?SID=a925cc4ab3799100a8a259
1c6bad3b84& mce=true&node=ptl
2.2.215&rgn=div5

Q: A loan to purchase and renovate
a dwelling to flip it for resale is not
subject to HMDA reporting, cor-
rect?

A: If the loan is temporary and is
designed to be replaced by perma-
nent financing by the same or an-
other borrower afterwards, it could
potentially fall under the temporary

Generally flipping a dwelling for
resale will not be considered
temporary financing as there are
generally not plans to replace the
loan with permanent financing at

a later date.

financing exception below. That
said, generally flipping a dwelling
for resale will not be considered
temporary financing as there are
generally not plans to replace the
loan with permanent financing at a
later date.

Q: Is a co-signer on a mortgage
loan required to receive any disclo-
sure specifically regarding their sta-
tus as a co-signer?

A: The Cosigner Notice required
under the former Reg AA is not
specifically required by law any-
more after the repeal of the regula-
tion, but it’s not uncommon for it
to still be provided from a UDAP
perspective under bank policy or
procedure - for example:

“ The Agencies note that the FTC’s
Credit Practices Rule requires—and
the former credit practices rules
applicable to banks, savings asso-
ciations, and Federal credit unions
required—creditors to provide a
“Notice to Cosigner” explaining
the cosigner’s obligations and his
or her liability if the borrower fails
to pay. The Agencies believe that
creditors have properly disclosed a
cosigner’s liability if, prior to obli-
gation, they continue to provide a
“Notice to Cosigner.

9 9

https://www.federalreserve.gov/

newsevents/pressreleases/files/bcre-
g20140822a2.pdf >>

Compliance Alliance offers a com-

prebensive suite of compliance
management solutions. To learn
how to put them to work for your
bank, call (888) 353-3933 or email
info@compliancealliance.com and

ask for our Membership Team.
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BANKERS SUMMIT

SEPTEMBER 12-15
CAESARS PALAGE, LAS VEGAS
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BANK COUNSEL
AWARDS

The CBA is pleased to announce that
Thomas Jeffrey Pello Levine and Nancy R.
Thomas received awards at the 2023 Bank
Counsel Seminar. Levine received the Al-
mon McCallum Award for distinguished
and meritorious legal service to the Califor-
nia banking industry. Thomas received the
Robert Frandzel Award for superior and
noteworthy legal assistance by an outside

counsel to the California banking industry.

Levine received his law degree from
Southwestern University School of Law
in Los Angeles, and his Bachelor’s degree
in Government from California State Uni-

versity, Sacramento.

Thomas received her law degree cum
laude from the University of Chicago Law
School, where she was an associate editor
of the Law Review and Order of the Coif.
She is a past president of the Los Angeles
Chapter of the Association of Business
Trial Lawyers. She is on the board of di-
rectors and the executive committee of the
Constitutional Rights Foundation, a non-
profit, bipartisan organization dedicated to
teaching students how to participate in the

democratic process.

22 www.CalBankers.com | CaliforniaBanker



JOINT VISIT TO D.C.

WITH THE FLORIDA BANKERS ASSOCIATION

SEPTEMBER 26-28
WASHINGTON, D.C.
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Welcome Our Newest
Associate Member

fintechOS

With FintechOS, you no longer have to choose between
innovation and modernization. Our fintech enablement
platform works with existing tech stacks, and lets finan-
cial institutions launch new or reimagined products, dig-
ital journeys, and back-office workflows up to 10 times
faster. We give business users intuitive tools to define,
distribute, service, and update financial products across

any line of business with data at the core architecture,
composable business capabilities, customizable accelera-
tors, self-service no-code/low-code, and back-office ser-
vicing — all without having to wait on IT or a vendor
roadmap.

Website: fintechos.com/
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NOW AVAILABLE

The Texas Banking Red Book — your
No. 1 reference source for anyone working with
Texas financial institutions — is now available.

Available in print, mobile app or online.

Missoul
Scan QR code for Directory of

inancial Instituti
Texas RedBook App D

Also available: directories for
Kansas, Nebraska, Oklahoma and
Mountain States Directories of
Financial Institutions

QUANTITIES ARE LIMITED!

ORDER ONLINE AT BANKBEAT.BIZ/STORE
OR CALL (913) 261-7000
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EideBailly
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CPAs & BUSINESS ADVISORS

work smarter,
not harder.

Streamlining your community bank’s processes can
take the pressure off your operations and make
space to do more of what you enjoy.

888.777.2015 | eidebailly.com/fi
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PMA

FUNDING

Funding Solutions That
Meet Changing Times

PMA Funding (PMA) is a leader in providing institutional
funding options. One call gains access to:

« Our experienced funding team
(Over 100 years of combined experience)

« Our large sources of political subdivision depositors
(4,000+ public entities)

The result: financial institutions have been able to diversify
and manage their liquidity needs with greater flexibility by

utilizing tailored funding solutions.

PMA is more than just a depositor;
we are your partner.

Relax. We do the work.

Contact us today!
800.783.4273 | PMAFUNDING.COM

PMA Funding is a service of PMA Financial Network, LLC and PMA Securities, LLC (member FINRA, SIPC) (collectively “PMA”). PMA Securities,
LLC is a broker-dealer and municipal advisor registered with the SEC and MSRB. ©2023 PMA Financial Network, LLC. All rights reserved.



