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list, the FDIC issued a letter to banks encouraging them to take
an individualized approach to risk rather than shutting down services to entire industries.¹ At the time, longstanding and compliant banking relationships met with abrupt account termination
and refusal of banking services. The list was rescinded in 2014,
however the negative label remains on the MSB industry.
Today, most banks still do not offer operating bank accounts
(accounts used for payroll, rent, utilities, etc.) or money services bank accounts (accounts used for the transfer of customer
money) to money services businesses. Banks frequently site
that the increased costs of managing the risk far exceeds the
fees earned on the accounts. Banks must add headcount to their
compliance departments to perform enhanced due diligence reviews, risk assessments, monitor daily transactions, and perform
periodic reviews in order to adhere to risk management requirements of the FDIC. Smaller banks are particularly affected by the
increased costs, while bigger banks may be able to absorb more
of the costs associated with money services businesses.
So, what help can be offered to MSBs that needs bank accounts?

Chicken-and-Egg:
When to Open an
MSB Bank Account
By Sherry Tomac and Christa Fazzi

C

hicken-and-egg is an expression describing situations where it
is not clear which of two events should be considered the cause
and which should be considered the effect. The expression
1. START THE PROCESS EARLY.
can be applied to banks requiring a money transmitter license (MTL)
2. IDENTIFY MSB FRIENDLY BANKS.
to open a money services bank account and state regulators requiring
3. SPEAK WITH BANK REPRESENTATIVES.
a money services bank account to issue a money transmitter license.
4. COMPLETE A MONEY TRANSMITTER LICENSE APPLICATION.
Many fintech start-ups get caught in this dilemma.
5. APPLY FOR A BANK ACCOUNT.
Money service business (MSB) bank accounts are necessary
6. MAINTAIN A POSITIVE APPEARANCE THROUGHOUT THE
APPLICATION PROCESS.
for running any kind of MSB whether it is a traditional check
casher or a cryptocurrency platform. A bank account is the
7. WAIT.
foundation for the types of banking services MSBs use to conduct their operations. MSB bank accounts are different from other Obtaining MTL’s and MSB bank accounts are not
business bank accounts because they require a special compliance easy tasks!
program. Banks who serve MSBs must comply with federal and
state regulations to manage the risk associated with money service What appears to be simple, isn’t always. Applying for MTLs and
businesses.1 Today, many banks do not even offer MSB bank ac- bank accounts is time consuming. Do-it-yourself people may
counts in order to keep their overall risk low.
look at a money transmitter application or bank account applicaIn 2013, the US Department of Justice and the Federal Deposit tion and think “I can do that.” You are probably right. But for any
Insurance Corporation (FDIC) published a list of risky businesses project, having the right tools make the job go quicker and easier.
that included MSBs and pointed out their higher risk for poten- Chartwell may be the tool you need. Chartwell consultants have
tial money laundering. Banks quickly began “de-risking” them- obtained MTL’s and assisted many companies obtain MSB bank
selves by closing MSB bank accounts. A year after publishing the accounts. Check us out at www.chartwellcompliance.com.

1 https://www.natcnc.com/msb/where-did-money-service-business-bank-accounts-go/

Sherry Tomac, PMP, Vice President at Chartwell, brings over 20 years of process improvement experience using Kaizen and lean six
sigma tools in operational areas of Chartwell Compliance, Western Union, First Data, and Children’s Hospital Colorado. Her experience
includes documentation of current and future state processes, staff training, standardization of procedures, elimination of waste, and
generation of cost savings. Sherry manages a highly skilled group of compliance professionals who are skilled project managers and subject matter
experts leading and/or working on high profile engagements, provides project oversight, coaching and training to the Chartwell staff and manages
Kaizen process improvement activities within the organization. For more information, please email Sherry at stomac@chartwellcompliance.com.

Christa Fazzi, Compliance Professional at Chartwell, brings more than 8 years of professional experience in managing, completing, and
maintaining state licensing applications. As a Licensing Paralegal, with the gaming industry’s leading provider of cash access services to casinos,
Christa managed licensing for over 33 US States and territories and coordinated all corporate entity documentation and filing requirements for
twelve foreign subsidiaries including the United Kingdom, Hong Kong, Macau, Switzerland, Belgium, Canada, and India. Christa has also assisted in foreign
and domestic dissolutions, and domestic acquisitions and mergers. For more information, please email Christa at cfazzi@chartwellcompliance.com.
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was made aware of the risks, so too should your Compliance
Department be aware of every single MSB relationship
and account opened. Do yourself a favor, create or assign a
department for establishing and opening MSB accounts that
involves a checks and balances by your Compliance team.
By centralizing the MSB process you eliminate any surprise
MSB accounts and regulatory exam findings.

So, You Want to
Bank MSB’s
By Emmanuel Olivas

T

his post isn’t to rehash previous FFIEC guidance or to throw
around regulatory buzz words. My main goal is to provide
insight into a very murky and often times scary subject.
Money service businesses (MSBs) are often considered the scourge
of the banking world and the title was made even worse after the
HSBC AML debacle. As for the regulators, while waxing poetic on
the need they serve in the “unbanked” community, they are usually
put off by or unfamiliar with them.
That’s why I hope this post can help you navigate the very profitable but often highly scrutinized waters that is
banking MSBs.
Here are the biggest mistakes banks of all
sizes make when entering the market:

▶

Lack of Expertise - Did you know that
the regulators want you to know what
you’re getting into? YUP! Someone
in your Executive, but preferably your
(BSA) Compliance Officer, should have
a solid understanding of what an MSB is
and does. There is nothing the regulators
love to hear more than: “uhhhhh ... we’re
not sure” when asked about a particular
company’s products and services.

▶

Lack of Policies & Procedures - Here is a no-brainer. By
clearly defining how the bank opens an MSB account, you’re
telling the regulators that MSBs are serious business to the bank
and that risk ratings, on-site due diligence and transaction
monitoring were not an afterthought. The bank’s procedures
should cover what the enhanced due diligence (ahhh! EDD
buzz acronym) documentation it will take in order to provide
a minimum level of comfort to establish a relationship. If you
have the expertise bullet point covered, this
should be a breeze.

MSBs are often
considered the
scourge of the
banking world.

▶

Agreements - If the bank plans
to have special pricing or exclusive levels
of access to services like remote deposit
capture, cash delivery or ACH origination,
it would be wise to revise them accordingly.
The regulators usually ask for them.

▶

▶

Lack of Board Oversight - So you
are starting to bank and monetize
an MSB offering; did you notify
your Board? Didn’t think so… Before beginning any new
product, the Board of Directors should be given a clear
understanding on the risks posed, risk mitigation, a clear
strategic plan for how many services you are going to offer,
and the total target number of clients you are looking to
engage in. While letting them know how much money the
bank stands to make is fantastic, it’s also important that
your directors understands the regulatory scrutiny and
risks associated with MSBs. Minutes people ... minutes.

Transaction Monitoring - Rawr!
There will be a debate about this and
disagreements about how to approach this
correctly. My take is this: The MSB is your
customer so monitor the transactions of your
customer. That means monitor cash deposits,
ACHs and Wires coming in and of the account.
If the bank did its EDD (buzz!), it should rest
comfortably knowing that the MSB has a BSA
compliance program with all the fixin’s that should oversee its
agents. The bank is not responsible for what an MSB’s agent
does or what their customers do. This does not absolve the
bank from turning a blind eye to any accountholder’s misdeeds
or to ignore negative news reports. The bank should have
the MSB provide an estimated level activities for all services
rendered: RDC deposits, cash deposits, wires in/out (including
destinations), ACH originations, etc. Another good tip, keep
tabs on those ACH returns and returned deposited items.

▶

Decentralized On-boarding - This rule is unwritten, but
it is an important rule, nonetheless. Awareness is the name of
the game. Just like making sure that your Board of Directors

So, there you have it. Here are some gems to consider before going
into servicing MSBs. These aren’t all encompassing of course but it
will definitely be a good solid foundation to start on.

Emmanuel Olivas serves as Compliance Director at Chartwell and brings over 21 years' experience working with financial institutions. Emmanuel
has been deeply involved for the majority of his work life in BSA and Consumer Compliance and has successfully managed compliance programs for
various money service business and community banks in Texas, Pennsylvania and California with customer bases in Venezuela, Uruguay, Dominican
Republic, Mexico, Israel and all across the United States. In addition to covering foreign correspondent banking, bank note trading, vendor management, physical
security, cybersecurity as well as information security, he has also implemented and managed consumer compliance programs covering Dodd Frank, ECO, FCRA,
Privacy, TILA-RESPA and related mortgage banking regulations. For more information, please email Emmanuel at eolivas@chartwellcompliance.com.
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for 153 licensees in the state of Ohio, and act a
subject matter expert on the Nationwide Multistate Licensing System & Registry (“NMLS”).

What do you find most rewarding in your
current role?
MS: The industry has evolved immensely over
the last 3 to 5 years with the influx of crypto
companies, and the challenge of regulating
new industries keeps things fresh. It is critical to stay on top of the frequently changing
regulations. I find being in a role where I am
constantly learning after 15 years in the industry very exciting!

Casual Talk
with Michael
R. Sabula, CFE,
CSMBE - OH
State Regulator
By Todd Jones

When pondering individuals to interview,
one of the first names that came to mind was
Michael Sabula. He had examined my previous company on several occasions and was
always pleasant and engaging, while keeping
in mind he had a job to do. He has over 15
years’ experience with the Ohio Division of
Financial Institutions (“the Department”),
where he started as a Financial Institutions
Examiner prior to transitioning his focus to
money transmitter examinations.
Currently, he holds the position of MSB
Corporate Specialist with the Department.
Where he appears to be a jack-of-all-trades
handling several responsibilities in addition
to conducting examinations. I was truly
grateful he graciously accepted my offer to
spend time with me answering 10 questions
in the effort to both educate and entertain.

Michael, what responsibilities come
with your current role of MSB Corporate
Specialist?
MS: In addition to continuing to conduct
money transmitter examinations, I review
money transmitter license applications in addition to the required ongoing maintenance tasks,
evaluate various quarterly and annual reports
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What would be the biggest challenges
you face in your current role?
MS: Having consistency among the various
state departments when regulating. If all the
states got onboard and worked together to
streamline and develop uniform regulations it
would be beneficial to both the regulators and
the licensees. We are definitely headed in the
right direction!

From your experience, what do you feel are
the biggest risks facing money transmitters
in the current regulatory landscape?
MS: Money transmitters currently have to adhere to various state specific requirements that
can change frequently. Fraud, varying company risk appetites to appease the business, outdated technology, overlooking the testing of
controls, and non-existent or deficient backup planning in the event of a system failure are
all major risks that come to mind.

What do you feel are the biggest benefits of
the MSB Networked Supervision initiative?
MS: I feel the initiative helps the various state
regulatory agencies share knowledge and establish trust as you may rely on a Report of
Examination conducted by other states in the
event yours doesn’t participate. State regulatory
agencies vary in number of personnel, so it is a
big help for states who have a smaller staff. It
also less burdensome on licensees as they are
subject to fewer examinations in addition to
reducing associated exam costs such as travel,
lodging, and meals for the participating examiners coming from states were licensees are required to pay for it.

During the current pandemic,
examinations are currently being
conducted offsite. Do you see additional
challenges in comparison to conducting
onsite examinations?
MS: There are both benefits and disadvantages
of conducting offsite examinations. When offsite you can be more flexible with meetings,
examinations are easier to extend if needed,
and you avoid potential travel delays. With
tools like Zoom and the various information
sharing storage platforms a company can still
be examined thoroughly. However, when you
are onsite you have the advantage of face-toface communication. Also, the individuals you
would like to meet with along with the documents you need to review are typically located
at the place of business.

Now time for the fun questions ...
What did you want to be when growing up?
MS: I always loved Legos, so I wanted to be an
architect, maybe possibly design toys. Archaeology had also interested me, as I wanted to be
Indiana Jones!

What’s the weirdest thing you’ve
ever eaten?
MS: I had geoduck once, which is like a big clam.
I also ate yack at a prestigious restaurant in Colorado years ago.”

If there was a movie made about you,
which actor would you want to play
your role?
MS: Some people have told me I reminded
them of Vince Vaughn for some reason so possibly him. I also wouldn’t mind if Rob Corddry
from Hot Tub Time Machine gave it a shot!

Can you offer Compass readers any words
to live by?
MS: As I heard the famous Jacques Cousteau
once say, “When one man, for whatever reason, has the opportunity to lead an extraordinary life, he has no right to keep it to himself.”
Those words have always stuck with me.
The interview was edited and condensed for
readability and reflects the views of Mr. Sabula's
and not those of the agency.

Todd Jones, Compliance Director at Chartwell, brings 20 years of experience in
various leadership positions achieving goal oriented results within regulatory
compliance. His varied experience includes money transmitter licensing, regulatory
exam management, BSA/AML program development and ongoing maintenance, data
analysis, investigations, data governance as well as project management. For more
information, please email Todd at tmjones@chartwellcompliance.com.
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Requirements – Whether the examination is on-site, or more frequently now due to the pandemic, off-site – the requirements are
often the same. The licensee is required to produce documents, records, books, papers, etc. and allow free access to the examination
staff. This has posed a learning curve for some licensee’s when providing confidential materials during off-site examinations.
Assessments - States vary in the total the examination will ultimately cost the licensee. From a per hour rate based on the complexity and size of the licensee to a flat daily rate for each examiner, every state determines their assessment exclusively. Between
time, travel, and miscellaneous expenses an examination is costly
and should be budgeted into the Licensee’s annual budget.
Some common findings that result from examinations are
listed below:

Purpose of
Examinations

Reporting via NMLS:

By Lily Sayers, Julieta Garay, Andrea Thomas, and Kayla Burke

MSB Call Reports - All Money Services Business who are part
of NMLS and hold a MSB License must complete the Money Service Business Call Reports (MSBCRs) accurately and in a timely
manner. The MSB is a quarterly report that provides comprehensive and uniform reporting information on the transactional
activities, financial condition, and compliance with permissible
investment requirements. The quarterly MSB Call Report must
be submitted on May 15 (Q1), August 14 (Q2), November 14
(Q3) and March 31 (Q4). There are 38 adopting state agencies
that require the MSB Call Report to be filed and just one agency
that does not require such reporting.
Many money transmitters failed to submit the MSB Call report
on the due date and others failed to properly report financial information and activities when virtual currency had to be included.
An MSB failure to submit the report within the deadline may
result in the placement of a deficiency on the entity’s NMLS records and may also result in regulatory sanction.

T

he purpose of an examination of a Money Transmitter
is to ascertain the compliance of the licensee with all
applicable state and federal laws, regulations and to
ensure the safety and soundness for their customers.
Between exams, state regulators monitor their licensees on an
ongoing basis by reviewing the information submitted pursuant
to reporting requirements. Licensees have periodic reporting
requirements covering financial statements, permissible investments adequacy, branch and agent listings and transmission volume activity. Consumer complaints provide another input into
the supervisory process.
States vary as to their notice of examination, frequency, requirements, rating system, assessments, etc. Some states chose to
conduct an examination alone, or with additional states. While
some state statutes allow the state to adopt or accept an examination performed by a different agency or other state.
To streamline the examination process, CSBS created the SES Reports outside of NMLS:
(State Examination System). Among many things, this system
streamlines examinations, allows agencies to share information
A lot of state regulators have transitioned the licensing of money
and reduces duplicate requests from regulators.
services businesses to NMLS for a more uniform report and to provide a platform that improves information sharing among regulators,
Some additional items to note for examinations:
however, we still have some states that are not part of it. Agencies that
have not transition to NMLS have their own portal systems for the
Notice – The timeframe for providing notice varies from states acquisition of Money Transmitter licenses and their maintenance.
that do not require any notice – to states that will provide 45 days’ Because these agencies are still not part of NMLS, we have seen that
notice of examination. The amount of time each state is required money service businesses tend to forget about the reporting requireto provide notice to Licensees is typically determined by the in- ments for non NMLS regulatory state agencies. License holders
dividual state statutes.
might incur late fees and may also be subject to suspension or loss of
the license. Other states require the licensee to file reports forty-five
Examination Ratings – Ratings are typically 1 to 5, “1” (Strong) days after the end of each fiscal quarter a fiscal quarterly report acto “5” (Unsatisfactory). The rating is confidential. As well as re- companied with a consolidated financial statement.
quire pre-approval by the states to be shared with anyone.
Disclosure notices - Money Services Businesses must comply not
Frequency - The frequency of examinations can be as often as only with reporting requirements but also with providing disclosure
the individual state commissioners deem warranted, annually, notices to its customers. Disclosure should meet specific requireevery 5 years, etc.
ments outlined by the regulatory agency for the money transmission.
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These disclosure notices are informative to
the customer and provide guidance as to
how to file complaints if these are not resolved by the Disclosure notices are aimed
to provide customer support for suspected
violations of money transmissions. State
examiners will request to see how a licensee complies with the requests and
how reachable are these to consumers. Not
properly complying with the disclosures
can be a finding during examinations.
Consent orders – Failure to upload
them to NMLS: Non-Depository Financials Institutions that engage in the act
of money transmission and are given
consent orders, should notify all other
states via NMLS and as indicated by
non NMLS MSB regulatory agencies.
Unlicensed Money Transmitters Non-Depository Financial Institutions
across the United States are investigated
by regulatory agencies for money transmission to identify if these hold the
appropriate registrations or licenses in
accordance with the services and products offered to clients. Non-financial

entities who engage on unlicensed
money transmission are faced with
cease-and- desist orders and with the
imposition of administrative penalties.
The onsite examination can take
anywhere from three days to several
weeks, depending on the complexity of
the licensee’s operations, willingness to
provide requested documentation, and
overall level of compliance.
Material Changes – A material change
is considered when information presented
in the initial application requires some type
of amendment. For many states, a material
changes requires an Advance Change Notice (“ACN”) to be filed with the state. These
ACN notices can require anywhere from
0-120 days’ notice prior to the effective date
depending on the state and license type. One
of the most common findings Licensees encounter on examinations is not providing
enough time and preparation to meet the individual state notice requirements. It is highly
recommended that the preparation for completing an ACN start as early as information
is available. Some items that would be consider a material change are listed below:

Examples of Material Changes

▶
▶
▶
▶
▶
▶

Legal Name Change
Main Address Change
Other Trade Name Change
Legal Status Change
Affiliates/Subsidiaries Change
Direct Owner/ Executive Officer
Change
› Requires MU2 along with
state-specific forms, Federal
Criminal Background Check
and Credit Reports

▶
▶

Indirect Owner Change
Qualified Individual Change

**Please note** the list provided is an
example of common material changes
but is not to be considered complete list
of all material change types.
State examinations can be stressful
and time consuming. Please consider
allowing Chartwell Compliance to help
you navigate through this process.

Kayla Burke, Compliance Professional at Chartwell, brings over 12 years of experience in banking, state money transmitter and lending license acquisition, and
license maintenance. Kayla is a certified Paralegal and has experience in contracting and database management of regulatory, operational, intellectual property and
corporate and commercial issues. Prior to joining Chartwell, Kayla worked at Robert Half/Batelle Memorial Institute and was responsible for various paralegal
activities focusing on high risk contract reviews and audits. Kayla also worked for four years at Klarna, a Swedish bank that provides online financial services including
in the United States, where she was responsible for various money transmitter license acquisition and maintenance functions including managing corporate and regulatory filings
related thereto, legal project management and resource coordination as well as performing oversight across the company’s legal library and other internal resources.

Julieta Garay, CAMS, Compliance Professional at Chartwell, brings over 9 years of experience in the money transmitter licensing and anti-money laundering
specialties, having previously worked at Unidos/Tempo Financial as well as the payments fintech, Uphold. Julieta has held multiple compliance roles where she
developed an in-depth knowledge of MSB license acquisition, maintenance, and anti-money laundering regulations. Prior to joining Chartwell, Julieta was Uphold’s
regulatory affairs specialist where she contributed to securing MSB licenses and maintaining them and was also involved in the detection, investigation, and
prevention of money laundering in the daily operations of the company. Julieta played a crucial part in training and managing a group of Compliance analysts for the same
institution and she also served as the Compliance Officer for Mexico, where she was responsible for onsite examinations, implementation of policies and procedures, reporting
operations and maintaining communications with legal counsel in that jurisdiction.

Andrea Thomas, Compliance Professional at Chartwell, brings experience in regulatory licensing and compliance, beginning her career in the prepaid
debit card industry over six years ago. Prior to joining Chartwell, Andrea served as a regulatory licensing specialist for Netspend Corporation, where
she maintained money transmitter licenses in 50 jurisdictions. Her responsibilities included maintaining authorized delegate location reporting,
monthly, quarterly, semi-annual and annual reporting to the states as well as coordinating both the internal and external aspects of state regulatory
examinations. Andrea is a Certified Legal Assistant receiving her certification from the University of Texas El Paso, after which she worked for four years at
Hanna Law Firm, a personal injury attorney, where she had a multi-disciplinary role from paralegal to office manager.

Lily Sayers, Compliance Director at Chartwell, is responsible for leading the money transmitter and lending licensing maintenance and administration team. Lily and
her team manage a variety of client services including but not limited to new change of control filing, new officers and directors modification, state exam preparation
and maintenance of Secretary of State registrations. In addition, Lily oversees license transitions to NMLS and similar systems including submission of new money
transmitter and lending applications as changes in regulations occur. Lily brings over 10 years in the field of banking, managing a team of tellers, customer service
representatives, and personal bankers to handling daily operational reports, monitoring transactions, leading the teller-line and new account department, and resolving numerous
challenging transactions. As the operations supervisor for the corporate branch of a local community bank, Lily developed and enhanced operational procedures as well as created a
company-wide training program for new tellers and bankers. From her many years in the banking industry, Lily greatly expanded her expertise with regards to online banking, sales,
BSA, and treasury management, which she shares with and applies to Chartwell’s clients. For more information, please email Lily Sayers at lsayers@chartwellcompliane.com.
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which have long been the vehicle of choice for money launderers,
terrorists, and criminals."2 Previously the burden of beneficial
ownership has fallen on financial institutions, which are required
to identify and verify beneficial owners through the Bank
Secrecy Act's customer due diligence and "know your customer"
requirements. The CTA would shift the collection burden to the
reporting companies and create a first-of-its-kind comprehensive
U.S. data base that will improve the ability of law enforcement to
combat money laundering, the financing of terrorism, and other
illicit activity.
The CTA is the first significant update to the U.S. anti-money
laundering laws in 20 years after various versions of the CTA
have been introduced since the summer of 2017. The Act gives
FinCEN significant authority to adopt necessary regulations to
implement the provisions of the CTA. Reporting will not begin
until Treasury has adopted regulations under the CTA, which
are mandated by January 1, 2022. Companies formed on or after
the date regulations are adopted will be required to report when
formed. Companies formed before regulations are adopted will
have a longer period after adoption of regulations to file their
initial reports.
The regulations will likely contain complex rules for measuring ownership and determining who is in control, as well as how
to view multi-tiered companies and related parties (e.g., whether
the ownership interests of spouses or a parent and child should
be consolidated for purposes of the 25% ownership test). Disclosure may also be required of individuals who act as agents or
nominees for private companies. Rules are also expected to deal
with supplemental reporting when there are ownership changes
or changes in control of a private company.

The CTA’s Key Provisions

Corporate Transparency
Act Creates New
Beneficial Ownership
Registry

The CTA requires companies in the U.S. to file a report that
provides the name, date of birth, current address, and unique
identification number (from a passport or driver’s license, for
example) of the company’s “beneficial owner(s)” to FinCEN, a
bureau of the U.S. Treasury Department. This information must
be updated every year to reflect any changes.

By Trish Lagodzinski

What is a reporting company?

O

n December 11, 2020, Congress passed broad anti- A reporting company is defined as a corporation, limited liabilmoney laundering reforms in one of the last major pieces ity company or other similar entity that is created by filing a
of legislation in last legislative session—the National document with the secretary of state (or an equivalent office)
Defense Authorization Act for Fiscal Year 2021.1 In particular, of any state or formed under foreign law and registered to do
the Corporate Transparency Act (CTA or Act) reform created business in the United States in a like manner. The Act exempts
a beneficial ownership registry within the U.S. Department many categories of companies from the reporting requirement,
of the Treasury's Financial Crimes Enforcement Network specifically:
(FinCEN), requiring millions of "reporting companies" to report
information on their "beneficial owners" to FinCEN. The purpose
▶ Companies that are already subject to supervision or otherwise
of the registry is to "crack down on anonymous shell companies,
closely regulated by the federal government (e.g., banks)
1 https://www.congress.gov/bill/116th-congress/house-bill/2513
2 https://maloney.house.gov/media-center/press-releases/maloney-celebrates-inclusion-of-corporate-transparency-act-in-fy2021
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▶

Dormant companies

▶

Companies that employ more than 20 people, filed a tax
return reporting gross receipts more than $5 million, and
have a physical presence in the United States

▶

Any entity owned by an entity otherwise exempt

▶

Treasury is authorized to create additional exempt categories.

individuals to request and use a FinCEN unique identifying
number instead. Existing entities will be required to report this
information within two years of the effective date, which regulations promulgated within one year of enactment will determine.
The report will be required for newly formed entities at the time
of formation. Finally, a reporting company will need to update
the information provided to FinCEN upon a change in beneficial ownership.

Where is the information stored and who has
access to it?

Who is a beneficial owner and/or an applicant?

FinCEN will store the information received pursuant to the Act
in a private database not accessible to the public. The information will be made available to Federal and state law enforcement agencies pursuant to an appropriate request—state law
enforcement requests require
court approval. The Department
of the Treasury, the custodian
of the records through FinCEN,
has its own broad and separate
authorization to use the information, including for purposes
related to tax administration.
Foreign law enforcement also
may request information from
the database through an appropriate agency of the federal government—but the information
will not be subject to any automatic reporting or exchange of
information. Finally, financial
institutions will have access to
the database for customer due
diligence purposes.
Customer due diligence requirements for financial institutions will be updated to conform
to the requirements of the Act
and to consider access by financial institutions to the information compiled under the Act.
This means that the establishment of any entity account with
a financial institution likely will
require compliance, by the entity,
with the Act—providing a practical barrier to non-compliance.

A beneficial owner is defined as an individual who, directly or
indirectly, through any contract, arrangement, understanding,
relationship or otherwise (i) exercises substantial control over an
entity or (ii) owns or controls at
least 25% of the ownership interests in an entity. A few notable
exceptions from the Act include:

▶

Minors, if information
with respect to a parent is
otherwise reported

▶

An individual acting as
nominee, intermediary,
custodian, or agent
on behalf of another
individual

▶

Persons who control an
entity solely because of
their employment

▶

An individual whose only
interest in a reporting
company is through a right
of inheritance

▶

An applicant is defined
broadly as an individual
who files an application to
form an entity

The Corporate
Transparency Act is the
first significant update
to the U.S. anti-money
laundering laws in
20 years.

What information must
be reported and when?
The report will include the name,
date of birth, current address
(business or residential) and
unique identifying number from
an acceptable document for each
beneficial owner and/or an applicant, with an option for such
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or willfully providing false or fraudulent
information carry steep civil and criminal
consequences. Violations carry civil penalties of up to $500 per day that the violation
continues and criminal fines up to $10,000
and/or imprisonment for up to two years.
The obligations under the Act apply to
beneficial owners and to applicants. The
unauthorized disclosure of information
collected under the Act carries the same
civil penalty but a higher criminal penalty of up to $250,000 and a higher maximum term of imprisonment of five years.
Unauthorized disclosure includes both a
disclosure by a government employee and
a disclosure by a third-party recipient of
information under the Act.

Foreign Entities
Regarding unregistered foreign entities, the
CTA does not require disclosure of the beneficial owners of a foreign entity if the entity does not register to do business with a
state. Presumably, an individual may still be
able to access anonymously the US financial or real estate markets using a foreign
entity that does not register to do business
in a state. It will be interesting to see how
the changes to the customer due diligence
requirements for financial institutions will
affect entities that are not required to file
reports under the Act.
The goal of the Act is to prevent the
misuse of entities to hinder the efforts of
law enforcement to combat money laundering. The CTA includes a provision prohibiting the issuance of any type of certificate evidencing ownership of such entity
in bearer form—a longstanding target of
anti-money laundering initiatives. The
Act captures indirect ownership; for example, a limited liability company formed

by a foreign corporation should have to
report the information of a non-US person shareholder of the foreign corporation.
It is unclear how the regulations promulgated under the Act will deal with
ownership of a reporting company by
trusts, estates and other complex structures commonly used to meet the multijurisdictional requirements of private
clients and their families. If a corporation is wholly owned by a bank (which
is exempt) as trustee, it is unclear if the
exception for entities owned by other ex-

Accounts FBAR rules be used as a standard (31 C.F.R. § 1010.230; 31 C.F.R. §
1010.350). Using the customer due diligence regulations as a guide, if a trust
owns more than 25% of the equity interest in a company, the trustee would be
considered the beneficial owner, regardless of whether the trustee is a natural or
legal person.1
Reports are to be accessible only by
the government for national security,
law enforcement, and intelligence purposes. Critics have expressed concerns
for data security given the sensitivity of
information that may be susceptible to
hacking or unintended disclosure. There
will be procedures that allow access to
reports by other governmental agencies
and foreign law enforcement. Through
a consent procedure, financial institutions may be permitted to access reports,
which may take the place of some of
the anti-money laundering (AML) and
know-your-customer (KYC) disclosure
procedures that financial institutions
currently follow.
Compliance is not required before
regulations are adopted. The CTA
plans to impose substantial monetary
penalties and fines for non-compliance.
There is also the possibility of imprisonment for filing false reports or willfully failing to file. Disclosure of ownership and control of private entities
empt entities eliminate the disclosure re- (e.g., the tax code and anti-trust filing
quirements for the corporation. In addi- requirements for mergers and acquisition, it is unclear how ownership and/or tions) may create administrative burcontrol would be measured with respect dens on investors and small business
to discretionary beneficiaries of trusts owners. In addition, FinCEN and the
and whether the relatively new customer Department of Treasury may create an
due diligence rules with respect to enti- additional government bureaucracy to
ties be looked to as a model or will the enforce CTA compliance.
Report of Foreign Bank and Financial

The goal of the Act
is to prevent the
misuse of entities
to hinder the efforts
of law enforcement
to combat money
laundering.

1 https://www.fincen.gov/resources/statutes-regulations/guidance/frequently-asked-questions-regarding-customer-due-0 and 31 C.F.R. § 1010.230(d)(3)

Trish Lagodzinski, Compliance Director at Chartwell, has more than 25 years of experience in government contracting,
project management and support. At Chartwell and, previously, Ascella Compliance, she has assisted with regulatory
compliance matters dealing with state money services business licenses and related state and federal compliance regulations
for a wide range of non-bank financial services companies. Her work has included leading a 50-state license application project for a
publicly traded customer. She also serves as an outsourced state license administrator for customers. For more information, please
email Trish at plagodzinski@chartwellcompliance.com.
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Well ... money transmitter license approval is just the beginning of becoming a regulated company. Within weeks of
approval, license maintenance starts. License maintenance is
compliance with the regulatory reporting requirements set
forth by the federal and state governments that licensees must
adhere to. There are monthly, quarterly, and annual state reports in addition to FinCEN Suspicious Activity Reporting
(SARs) for federal reporting. License maintenance begins as
you register with the federal government and each state license approval is received.
Is all the state reporting the same? The answer is yes and
no. Some reporting is the same such as the quarterly Money
Services Business Call Report (MSBCR) and the rest is different or slightly similar. Some states have forms to be com-

Licensees must keep vigilant
watch for changing requirements
and deadlines. So, it is safe
to say, regulated companies
are “not done yet.”

Are We Done Yet? An
MSB License Approval
Is Just the Beginning
By Sherry Tomac

T

he federal government, 49 states, and four territories
require licenses for money transmitter businesses.
Registration with the federal government (FinCEN) goes
relatively quick but state money transmitter licenses are a much
heavier lift that require lots of time and effort over a long period.
It seems like the collection of documents, fingerprints, bonds,
and financial information are endless just to submit applications.
And this is followed by a second round of regulator inquiries/
deficiencies and letters of conditional approvals that require
timely responses to avoid abandonment or withdrawal of
applications. In fact, the whole process can take 2-3 years before
the final license approval is received.
As each state license approval is received, the license acquisition team celebrates with a High-Five or a shout of WooHoo! The responsible team members sigh with relief. And
they should! Money transmitter application projects are demanding. Over and over team members, the compliance officer, and the Board of Directors ask, “Are we done yet?”

pleted. Some states want you to email information while others want you to keep it in your file for future examinations.
Consequently, the licensee must track state-by-state requirements and submit information by the respective due dates in
the appropriate manner for their licenses to remain in good
standing. In addition, certain actions/activities taken by the
company may also trigger additional notifications and reporting. For example, officer changes, address changes, ownership changes and other modifications will have a checklist
of requirements associated with them. Then guess what? The
licenses are generally only good for one year and with a few
exceptions, the licenses go through a renewal process between November 1 and December 31 of each year. It is not
unusual to be renewing some licenses while still waiting on
application approvals submitted six to nine months or even
a year earlier. Licensees must keep vigilant watch for changing requirements and deadlines. So, it is safe to say, regulated
companies are “not done yet”.
Chartwell Compliance offers license maintenance services to
its clients. Chartwell uses a proprietary tool to identify and track
new or changed state requirements and to maintain records of
submitted reporting.

Sherry Tomac, PMP, Vice President at Chartwell, brings over 20 years of process improvement experience using Kaizen and
lean six sigma tools in operational areas of Chartwell Compliance, Western Union, First Data, and Children’s Hospital
Colorado. Her experience includes documentation of current and future state processes, staff training, standardization of
procedures, elimination of waste, and generation of cost savings. Sherry manages a highly skilled group of compliance professionals who
are skilled project managers and subject matter experts leading and/or working on high profile engagements, provides project oversight,
coaching and training to the Chartwell staff and manages Kaizen process improvement activities within the organization. For more
information, please email Sherry at stomac@chartwellcompliance.com.
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Round Two:
State Versus Federal
Licensing of Money
Transmission
By Trish Lagodzinski

A

couple nights before Christmas Eve, on Dec 22, 2020,
the Conference of State Bank Supervisors (CSBS) filed
a complaint in the U.S. District Court for the District of
Columbia opposing the Office of the Comptroller of the Currency’s
(OCC), specifically the Acting Comptroller of the Currency’s
creation of a new national bank charter for nonbank companies
and its acceptance and impending approval of a charter application
from Figure Technologies Inc. The CSBS contends that the approval
of Figure Technologies Inc.’s application exceeds the OCC’s
chartering authority. The position of the CSBS is that Congress,
not the OCC, decides what is and is not a bank and that the OCC
charter process preempts the local state authority that “protects
consumers and the entire financial system.” CSBS also asserts that
a federal charter, or the federal authorization to do business, is the
exception, not the rule, under the U.S. Constitution.1
“Figure is essentially the first applicant for the OCC’s fintech
charter. Its plan to become a national bank without obtaining
deposit insurance is an illegitimate attempt to evade the controversy surrounding the fintech charter and the federal court decision that invalidated it,” said John W. Ryan, CSBS President and
CEO. “If the OCC is allowed to create a special purpose nonbank
charter, it would redefine our entire banking system, create new
systemic risks and set a dangerous precedent that any federal
agency can act beyond its legal limits. We believe that the court
will share our concern and rule against the OCC’s unlawful attempts to expand its authority.”2

The CSBS complaint was a continuation of legal action initiated in 2017 asserting that by creating a national bank charter for
nonbank companies, the OCC has gone far beyond the limited
authority granted to it by Congress under the National Bank Act
and other federal banking laws. CSBS asserts that those laws authorize the OCC to only charter institutions that lawfully carry on the
“business of banking,” which under federal banking law requires an
institution to receive deposits and obtain FDIC deposit insurance.2
Previously, the New York Department of Financial Services
(NYDFS) also challenged the OCC’s fintech charter in federal
court. In 2019, The U.S. District Court for the Southern District
of New York found in favor of the NYDFS and invalidated the
initial proposed fintech charter. The court ruled that the OCC
lacked the authority to grant a charter to an entity that does not
take deposits and does not obtain deposit insurance. The decision had nationwide applicability at that time. The court determined that the OCC lacked authority to issue charters to fintech
companies that do not receive deposits because, under federal
banking laws, the “business of banking” requires receiving deposits. And the court explicitly said that its decision applies
nationwide. The OCC appealed this decision. State regulators,
through the Conference of State Bank Supervisors, filed a brief
with the U.S. Court of Appeals for the Second Circuit supporting
New York’s regulator and opposing the OCC’s attempt to overturn the Southern District’s decision.1
In the summer of 2020, Brian Brooks was named the acting
head of the Office of the Comptroller of the Currency. He is the
former chief legal officer at Coinbase, the leading mainstream
cryptocurrency exchange in the United States and standard onramp for new crypto investors. Founded in 2012, Coinbase offers
a wide variety of products including cryptocurrency investing,
an advanced trading platform, custodial accounts for institutions, a wallet for retail investors, and its own U.S. dollar stable
coin. Coinbase is a fully regulated and licensed cryptocurrency
exchange in 40 U.S. states and territories.
During his tenure as Acting Comptroller, Brian Brooks announced the OCC’s pivot to focus the fintech charter on nonbank payments companies — a plan that the banking and credit
union sectors criticized. To accomplish this plan, Brooks contended that the OCC has blanket authority under the National
Bank Act to define what it means to be a bank.
CSBS has countered that to be a bank means to take deposits
and that no individual federal regulator can declare everything
that “touches money” to be banking. According to John Ryan at
CSBS, “there is no difference between the OCC’s proposed fintech charter that the New York federal court invalidated and the
OCC’s new payments charter proposal. Both are invalid because
the OCC does not have blanket authority or power to define
a bank. That is up to Congress. A federal charter — or really,
the federal authorization to do business — is the exception, not
the rule, under the U.S. Constitution. Congress must establish
the authority to confer such a license and does so only to serve

1 https://www.americanbanker.com/opinion/congress-not-the-occ-decides-what-is-and-isnt-a-bank
2 https://www.csbs.org/newsroom/csbs-files-new-complaint-against-occ
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compelling public-policy goals.”1
Brian Brooks contends it is hard to understand why a payments business operating on a global scale has to be separately
licensed and regulated in each state. Many
money services businesses agree with
Brian Brooks’ position given the level of
effort to become licensed and maintain
compliance in 54 states and territories.
CSBS responds that convenience for a select few vested interests does not seem the
same as meeting a public need. As a regulatory organization, they believe that the
state licensing system serves a very important public purpose and that state regulators support market competition and
innovation while at the same time making
sure consumers are well protected.1
State legislatures created licensing and
regulatory regimes for payments companies to serve the interests of consumers,
industry, and local economies. State regulators assert that framework gives consumers more control over their financial
well-being, including the terms of credit
offered in their communities. Importantly, unlike their federal counterparts, state
regulators do not exclusively look at systemic problems: They also work directly
with consumers and companies to address and resolve complaints.1
Brooks markets his plan as promoting innovation. Preempting important
state financial regulation and consumer
protection laws is not the solution. State
regulators encourage innovation from all
financial institutions, not just the major
players, ultimately providing more options for consumers.1 However, the recent
charters issued to Figure Technologies
Inc. and Anchorage Trust Company for
were not granted to major players, but
to financial industry innovators offering financial services using blockchain
technology. Anchorage Digital Bank, National Association is a digital asset platform serving institutions investing in the

crypto sector and is now the first federally chartered digital asset bank in history
under the OCC. Figure Technologies Inc.
offers financial services using blockchain
technology including consumer financial
solutions for home improvement, debt
consolidation, and retirement.
As a counterpoint, State regulators oversee companies responsible for $1.4 trillion
in payments annually, encompassing organizations from small brick-and-mortar
companies to large, internationally active corporations moving billions of dollars, which includes transactions across
the dinner table as well as domestic and
international borders. This network of licensing and supervision ensures financial
strength, consumer protection and compliance with anti-money-laundering laws.
In addition, state regulators state that they
have been innovating their own processes
and tools to harmonize licensing and supervisory approaches across the country.
Through a CSBS set of initiatives known
as Vision 2020, states use tech tools to
better supervise a variety of nonbank
institutions, including fintechs, while focusing on their responsibilities to protect
consumers and ensure a safe and sound
financial system.1
Mr. Brooks left the OCC on January
14, 2021, a day after the OCC granted the
state-chartered Anchorage Trust Company making it the first crypto-native national bank. “It has been a great honor to serve
the United States as Acting Comptroller of
the Currency,” Brooks said in an emailed
statement through a spokesperson. “The
Office of the Comptroller of the Currency
(OCC) is the most extraordinary of federal agencies filled with the most dedicated,
professional and gifted staff any executive
can hope to have. I am extremely proud
of what we have accomplished together
through what have been extraordinary
times by any measure.” Many regulators,
as well as industry, agree that digital assets

and blockchain technology can form the
basis for the future of the financial system.2
Under Brian Brooks, the OCC published
several interpretative letters surrounding
how national banks can interact with the
cryptocurrency space, with particular attention paid to stable coins and their issuers. “Blockchains, fundamentally, are banking because what they’re doing is allowing
the transaction of value across networks …
they’re doing it in an orthogonally different
way,” he said Wednesday in what may be
his swan song in public office.2 The OCC
announced Chief Operating Officer Blake
Paulson as the new Acting Comptroller in
the interim. Although Brian Brooks has a
short tenure at the OCC, he left a lasting
impression and impact on the U.S. Banking system, especially in crypto, digital assets and blockchain technology.

The CSBS is the national organization of
bank regulators from all 50 states, American Samoa, District of Columbia, Guam,
Puerto Rico, and U.S. Virgin Islands. State
regulators supervise 79% of all U.S. banks
and are the primary supervisor of nondepository financial services. CSBS, on
behalf of state regulators, also operates the
Nationwide Multistate Licensing System
to license and register non-depository financial service providers in the mortgage,
money services businesses, consumer finance and debt industries.
The OCC charters, regulates, and supervises all national banks and federal savings
associations as well as federal branches
and agencies of foreign banks. The OCC
is an independent bureau of the U.S. Department of the Treasury. Its mission is to
ensure that national banks and federal savings associations operate in a safe and sound
manner, provide fair access to financial services, treat customers fairly, and comply with
applicable laws and regulations.

1 https://www.americanbanker.com/opinion/congress-not-the-occ-decides-what-is-and-isnt-a-bank
2 https://www.coindesk.com/occ-chief-brian-brooks-is-stepping-down-thursday

Trish Lagodzinski, Compliance Director at Chartwell Compliance, has more than 25 years of experience in government contracting,
project management and support. At Chartwell and, previously, Ascella Compliance, she has assisted with regulatory compliance matters
dealing with state money services business licenses and related state and federal compliance regulations for a wide range of non-bank
financial services companies. Her work has included leading a 50-state license application project for a publicly traded customer. She also serves as
an outsourced state license administrator for customers. For more information, please email Trish at trishlagodzinski@chartwellcompliance.com.
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Oh My! Learn about current trends in financial services that are
critical in today’s digital age.

THE NMLS
CORNER

Key Individual Wizard Initiative (KIWI) Enhancements –
Alleviating Pain Points – This session will provide detail on
enhancements to be made to the KIWI prototype based on regulator and industry feedback collected since the prototype was
developed.
First-Hand experience with State Examination System
(SES) – a Panel Discussion – Hear from your peers who have
been through an exam in SES. You will learn how your company
will interact with the system to complete your exam.

Agenda Available for the 2021 NMLS Annual
Conference & Training, February 23–26

State Legislative Impacts of 2020 – During 2020, state legislatures focused their attention almost exclusively on the immediate needs of consumers and essential workers affected by the
pandemic. New issues arose, including the need to work from
home, increased use of remote notarizations, and state regulators and industry working to adjust to new ways of conducting
business while maintaining regulatory oversight. This session
will provide an opportunity to hear about the impact of those
immediate changes and how the experiences of the last year will
impact future legislative and regulatory changes.

The agenda for the 2021 NMLS Annual Conference & Training is now available. This year's event will be a virtual experience. Visit www.nmlsconference.org to find out more.
Please register no later than February 19, 2021 11:59 PM
Eastern Time.
Leave your suitcase, just bring your coffee. The NMLS 2021 Conference will allow you to connect to the NMLS ecosystem to meet
your peers, network with both regulators and industry partners,
and hear about the latest trends and updates from the world of
remote supervision. Just like an in-person NMLS, attendees will
have the opportunity to choose from concurrent breakout sessions, listen into roundtable discussions with experts, network
with peers, meet your regulator and much more!

SES Workshop for Industry – Supervisory Activities &
Roles – See how SES transforms your exam process by watching this walkthrough and explanation of the roles company users
hold in the system.
Phishing for the Latest in Nonbank Cybersecurity – A panel
of regulators will discuss ongoing cybersecurity threats, recent
breaches, and the supervisory solutions created in response.

PROPOSED SESSIONS INCLUDE THE FOLLOWING:

Networked Supervision Licensing Model – There is no “I”
in Collaborative Review – which will address how licensing
will change under this new Networked Supervision Licensing
Model paradigm.

SES Q&A for Industry – Still have questions about SES? Drop
into the open Q&A session to get your questions answered.

Multistate MSB Licensing Agreement: From Pilot to
Program – Hear a group of state regulators and companies describe their experience with the MMLA and what is in store for
the future.

State Approaches to Innovation – Over the past several years,
state financial regulators have implemented numerous approaches
to both educate and learn from new entrants to the nonbank financial services industry. Fintech regulatory sandboxes, tech sprints,
dedicated innovation offices and regulator “meet and greets” are
some of the ways state agencies have worked to integrate companies offering new consumer financial products into the state
regulatory arena. Join us to hear about the experiences and lessons learned from a variety of state regulators as they discuss their
states’ involvement with new players and consumer products.

Networked Supervision Real Talk – Multistate exams are the
way of the future and they are happening in SES. Hear from one
company and the regulators who conducted a multistate exam
on how it went so you know what to expect.

SES Workshop for Industry – Complaints – See the complaints process from start to finish from the eyes of a company
user. Learn how you’ll interact with SES to handle your company’s next complaint.

Robots and Machine Learning and Artificial Intelligence,

Fintech Public Policy Environment – Are states’ efforts to

Is Your Information Safe? – NMLS and SES process some particularly sensitive and non-public information. This session will
help you realize the standards applied and precautions taken to
provide a usable, yet secure service.
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innovate and harmonize nonbank licensing and supervision
enough for industry and Capitol Hill?

exchange invaluable information on NMLS user and regulatory
compliance issues that affect their organizations.

NMLS Annual Conference & Training - Frequently
Asked Questions (FAQ)

Who attends the NMLS Conference?
State and federal regulators, state licensees and federal registrants across the broad spectrum of financial services industries,
consultants, law firms, and NMLS education providers.

The 2021 NMLS Conference will run on Hopin, an online conference platform. Check out the Using Hopin as an Attendee article or the video demo for an overview of the platform.

How will the virtual NMLS Conference be different than
the in-person event?

EVENT TECHNOLOGY REQUIREMENTS

What browsers are fully compatible, and I should ONLY
use with Hopin?

Leave your suitcase, just bring your coffee. The NMLS 2021 Conference will allow you to connect to the NMLS ecosystem to meet
your peers, network with both regulators and industry partners,
and hear about the latest trends and updates from the world of
remote supervision. Just like an in-person NMLS, attendees will
have the opportunity to choose from concurrent breakout sessions, listen into roundtable discussions with experts, network
with peers, meet your regulator and much more!

The Chrome web browser is the recommended web browser to
attend this event. Click here to download the Chrome browser.
What technology do I need to attend this event?
An internet connection that allows you to participate in a Google
Meet or Zoom call should be sufficient for the Hopin platform.

Will there be opportunities to network with other attendees?

Do I have to download something to run Hopin?

NMLS is all about making connections and the conference platform will deliver those in-person experiences you have been
missing. Bump into an old friend on the participant list and invite them to a 1:1 video call or meet a random participant during
mid-day networking sessions. The Conference platform, Hopin,
has several networking features that will enable attendees to
meet 1:1 via meeting requests, participate in roundtable discussions, participate in chat in sessions, and accidental networking
(speed networking).

No. Hopin runs in your Chrome web browser.
Can I listen to the conference via phone?
No. Audio can only be heard through Hopin directly via your
Chrome web browser. You may need to adjust your settings so
that you can hear the audio or so you can be heard when you
turn on your mic.

Can I share my business card or contact information with another attendee?

What kind of technical support will be provided?
Attendees will be provided with resources on how to use the
platform and have access to on-demand chat support during
the event.

Networking conversation partners may decide to share contact
information by clicking the Connect button. If both parties click
Connect, the pair can find each other’s contact information
(email address and social media) via the Connect section of their
Hopin account. Note, contact information will only be available
after the event is over.

When will I receive the instructions for attending the virtual event?
NMLS is working diligently to prepare for this unique experience and will send you all the necessary instructions within a
couple weeks of the event. Registrants will have the opportunity
to experience the event platform ahead of time through preevent activities. More details to come!

Will there be an opportunity to meet my regulator?
The “Meet Your Regulator” event is always the most popular
each year in-person. NMLS Staff is working diligently to recreate
a meaningful online experience between regulators and industry
representatives. More information coming soon!

Event Information

When is the NMLS Ombudsman meeting?

What is the NMLS Annual Conference & Training?

For the first time, the spring NMLS Ombudsman meeting will
occur after the NMLS conference. We hope that attendees can
tune into the conference first to get the latest updates on financial

This event attracts a growing number of state and federal regulators, licensees and general registrants who come together to
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services supervision and NMLS modernization prior to submitting topics for discussion for the spring virtual Ombudsman
meeting. More information will be posted on the Ombudsman
page of the NMLS Resource Center.

are eligible for a full refund less $100 administrative fee.
No refunds will be provided for cancellations after February 12, 2021.
What if I’m unable to attend the event?
The State Regulatory Registry LLC and its affiliates shall not
be held liable for failure of performing its reasonably expected
conference obligations if such failure or delay is the result of
an 'act of God', such as earthquake, hurricane, tornado, flooding, or other natural disaster, or in the case of war, action of
foreign enemies, terrorist activities, labor dispute or strike,
government sanction, blockage, embargo, or failure of electrical service, or community gathering or travel restrictions
due to local and/or federal health advisories and recommendations. The State Regulatory Registry LLC and its affiliates
shall not be held liable in the event the attendee/registrant is
unable to attend and/or participate in the NMLS Conference
as a result of 'an act of God', such as earthquake, hurricane,
tornado, flooding, or other natural disaster, or in the case of
war, action of foreign enemies, terrorist activities, labor dispute or strike, government sanction, blockage, embargo, or
failure of electrical service, or community gathering or travel
restrictions due to local and/or federal health advisories and
recommendations.

Registration
How much is conference registration for industry?

Hopin (Online Conference Platform)

The industry fee is $500 until 11:59 p.m. Eastern on Friday, January 22, after that the fee is $600.

How do I access the online conference?

What does the registration fee include?

As we get closer to the event, attendees will receive an email from
“NMLS no-reply@hopin.to” with the subject “Invitation to Online Event – 2021 NMLS Annual Conference” that will give you
access to the official conference Hopin event. Click the Accept
Registration button to enter the conference.

Registration includes full access to the virtual event, including
networking features. Registrants will also be provided access to
session recordings once the event is over.
How do I register for the conference?

What technology do I need to attend this event?

Register for the conference by clicking on the “Register Now”
button at the top or bottom of any page of this website. There
are registration paths for regulators, industry representatives and
CSBS staff.

Important: A Chrome web browser is required to attend this
event. Click here to download the Chrome browser. An internet
connection that allows you to participate in a Google Meet or
Zoom call should be sufficient for the Hopin platform.

Can I buy a one-day pass?

Do I have to download something to run Hopin?

The 2021 Virtual Conference only accommodates full registrations, and we are unable to offer one day passes.

Hopin runs in your Chrome browser.

What is the cancellation/refund policy?

Can I listen to the conference via phone?

A full refund of the registration fees for the 2021 NMLS Conference will be granted for cancelations that are self-processed
through Cvent until 11:59 PM EST February 4, 2021.

Audio can only be heard through Hopin directly.

Cancellations made between February 5 and February 12, 2021,

Resources, chat, and email.
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State News

What is Hopin Networking? What happens when I click the
Ready Button?
NMLS Conference can meet random attendees through one-onone video networking.

Nebraska Adds Delayed Deposit Services Company License and Delayed Deposit Services Branch License to
NMLS, Effective January 1, 2021

When an attendee clicks the Ready Button under the Networking tab,
they are immediately matched with a random fellow attendee via faceto-face video. Meetings end automatically after five minutes. Attendees can leave at any time. This is a way to simulate random face-toface hallway encounters that typically occur at in-person conference.

NMLS will begin receiving new application and transition filings for
the Nebraska Department of Banking and Finance licenses. New
applicants and existing licensees will be able to submit these records
through NMLS. The agency will also begin receiving new and converted electronic surety bonds through NMLS for this registration type.

▶
▶

Delayed Deposit Services Company License

Conversation partners may decide to share contact information
by clicking the Connect button. If both parties click Connect,
the pair can find each other’s contact information (email address
and social media) via the Connect section of their Hopin account. (Learn more about the Connect feature.)

New Mexico Financial Institutions Division to Add New Licenses to NMLS November 1, 2020

What does it mean to Connect with another attendee?

Posted 11/2/2020

Networking conversation partners may decide to share contact
information by clicking the Connect button. If both parties
click Connect, the pair can find each other’s contact information (email address and social media) via the Connect section of
their Hopin account. (Learn more about the Connect feature.)

NMLS will begin receiving new application filings for the following New Mexico Financial Institutions Division:

▶
▶
▶
▶

What is the difference between the Event, Stage, and Session chat?
The event chat is for conference-wide discussions. It is accessible
on every page of the platform. The stage and session chats are for
discussions during stage or session presentations.

Collection Agency License
Collection Agency Branch
Collection Agency Manager
Repossessor

Maryland to Add Check Casher and Consumer Reporting
Agency Registrations to NMLS November 1, 2020
Posted 10/22/2020

What happens when I @ mention someone in the public
event chat channels?

Starting November 1, NMLS will begin receiving new application filings for the following Maryland Office Of the Commissioner of Financial Regulation Registration:

Users can type the @ symbol and a few characters of an attendee’s
first name to highlight that person’s name and profile within the chat
stream. The mentioned attendee does not receive a notification.

▶
▶

What happens when I send an attendee a direct message?

Check Casher Registration
Consumer Reporting Agency Registration

Colorado Division of Banking to add Money Transmitter
License to NMLS October 1, 2020

Attendees can message each other through direct messages. To
send a DM, find the person you wish to chat with in the People
tab, click their profile photo and send the message. A red dot in
the recipient’s People tab and on the envelope icon (top right)
will let them know they have a new message.

Posted 9/28/2020
NMLS will begin receiving new application filings for the following Colorado Division of Banking License:

What happens when I invite another attendee to a video call?

▶

The attendee will receive a direct message letting them know that
you’ve invited them to a video call. You will both receive a link to
a private session room within Hopin. The room will allow up to
five people to share their webcam, therefore you may share the
link with up to three other people.

CHARTWELL COMPASS | FEBRUARY 2021

Delayed Deposit Services Branch License

Money Transmitter License

Applicants are now able to view the license requirements on the
State Agency Licensing page. The agency will also begin receiving new and converted Electronic Surety Bonds through NMLS
for this license type on October 1.
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of credit are usually quite limited, the criminal will use the account legitimately, generating positive credit history, which will,
in turn, be used to take out larger lines of credit, car loans and
the like. While this process is very effective, it is the most time
consuming, and therefore not popular as other methods.

Alternative Schemes with Synthetic ID

Synthetic Identity
Theft Explained

▶

The Data Furnisher Scheme is quite a bit different than
the one mentioned above and requires a front company.
These front companies are often fake shell companies, or
in some cases they can involve real organizations where
an individual inside the company (or the institution as
a whole) has been compromised. Once a front company
has been identified or created, credit is applied for and
granted. Over time, purchases are reported, and the
synthetic identity’s credit score improves. This allows
the fraudster to max out credit accounts much like the
scheme above. These front companies, also known as
“data furnishers” are often detected over time as the CRAs
detect anomalies in the unusually high purchase amounts.

▶

Adding users to an account is absolutely allowable by
credit card issuers. It is often used for legitimate purposes,
such as adding a spouse or a child. Fraudsters will use a
process called “piggybacking” whereby a legitimate card
holder with good credit will volunteer to add an unknown
individual (usually with poor or no credit) to their account.
A new card is not issued; rather the individual sits on the
account for a period, soon inheriting their credit history,
and in exchange, the account holder will often receive a fee.

By Jamon Whitehead

I

dentity theft is nothing new to eCommerce and Financial
Services. Typical identity theft involves an existing identity
or customer account. Synthetic identity theft, however, can
involve a combination of real and fabricated identity information,
or entirely fictitious information all together. These synthetic
identities are typically used to create bank accounts or obtain credit.
This type of ID theft has expanded dramatically in the last decade
and is a growing concern, primarily for financial institutions. The
rapid growth of Synthetic ID theft is especially concerning due to
its impact on children. In many cases, Social Security numbers of
children (and the deceased, too) are being used as the foundation
of the theft. SSNs of children are often used because they usually go
unchecked for up to 18 years and demonstrate little to no activity
in that time. In many cases, this leads to the child receiving bills,
credit card offers and eventually being denied for college loan applications. This can also lead to negative impacts related to job applications, in the event that the employer runs a background check.

How it’s done

After a period, the synthetic identity is removed from the account as an authorized user, thereby retaining the credit history.
At this point, additional credit accounts are opened and maxed
out. These accounts are usually used to purchase easily re-sellable goods, such as electronic gift certificates, electronics, etc.

Creation of a synthetic ID can require some manipulation of the
system and requires time to complete. Often the standard credit
application is used. The first step is creation of a credit file. The Possible Solution
fraudster will apply for a line of credit using the SSN mentioned
above, at which point the application information is sent to the Part of the problem inherent in mitigating the negative impact ascredit reporting agencies (CRAs). Public records are searched sociated with synthetic ID theft is the reliance on static, often sinfor things such as bankruptcies and foreclosures. Any match will gle point detection. Financial institutions have been utilizing SSN
be returned to the CRA via credit file, in order to make a final for years with much success; however, in the last decade these
decision on the application request. In the case of synthetic ID more sophisticated synthetic ID schemes have posed problems
theft, no matches WILL be found. This usually leads to rejec- for this authentication strategy. Financial institutions might be
tion of the application; regardless, the credit file is still created. well served to take a cue from eCommerce merchants and conOnce the credit file has been created, the next step is a card issu- sider integration with a combination of solutions more adept at
ing bank offering credit lines with no history. While these lines authenticating and verifying variable combinations of data points.
Jamon Whitehead, Co-Founder of Paladin Group, has more than 15 years of experience in the card not present (CNP) payment and risk
industry, Jamon has a background in strategic and tactical management of the complete payment and transactional risk life-cycle. This
includes but is not limited to the technology assessment and implementation, user authentication and trust assessment, risk based data
mining, automated and manual review management and chargeback processing and analysis. Jamon and his team offer an extensive and customizable
suite of services for both merchants and vendors. For more information, please contact Richard Davis at rdavis@chartwellcompliance.com.
CHARTWELL COMPASS | FEBRUARY 2021
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Chartwell New Hires,
Promotions, and Events
Chartwell is pleased to welcome the following
individuals to its team of professionals.

CL AUDIA
RASKEY joins

Chartwell Compliance as a Compliance Analyst
bringing with her
more than 11 years
of experience as a
BSA/AML/OFAC consultant to both
MSBs and banks. Claudia started her
career in compliance as an area compliance officer in the Money Transfer
Industry. With Sigue Corporation, covering the Southwest Border, and later
as a Regional Compliance Officer for
MoneyGram, covering the Southwest
Border as well as other geographic
locations within the United States. She
also served as the Chief BSA/AML/
OFAC Compliance Officer for the
currency exchange money transmitter Dolarex, overseeing the departments and its clients located in the US,
Mexico, and Canada as well as chaired
the Company’s compliance committee. Before moving to the United
States, Claudia worked as a Human
Resources and Training Department
Manager for the Ministry of Finance
and Public Credit (SHCP) in Mexican
Customs (Aduanas). Claudia received
a BA in Business Administration and
Management and is fluent in both
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English and Spanish. For enjoyment,
Claudia loves baking and cake decorating, home crafts and is a keen linguist
of the Spanish and English languages
and spending time with her family and
Rottweiler dogs. To learn more about
Claudia, please click here https://www.
chartwellcompliance.com/team/claudia-raskey/.

J U L I E TA
V I TA L G A R AY,
C A M S , joins the

Chartwell family
as a Compliance
Professional and
brings over 9 years
of experience in
the money transmitter licensing and
anti-money laundering specialties,
having previously worked at Unidos/
Tempo Financial as well as the payments fintech, Uphold. Throughout
the years, Julieta has held multiple
compliance roles where she developed
an in-depth knowledge of MSB license
acquisition, maintenance, and antimoney laundering regulations. Prior to
joining Chartwell, Julieta was Uphold’s
regulatory affairs specialist where she
contributed to securing MSB licenses
and maintaining them and was also
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involved in the detection, investigation,
and prevention of money laundering
in the daily operations of the company.
Julieta played a crucial part in training
and managing a group of Compliance
analysts for the same institution and
she also served as the Compliance Officer for Mexico, where she was responsible for onsite examinations, implementation of policies and procedures,
reporting operations and maintaining
communications with legal counsel
in that jurisdiction. Julieta is CAMS
certified since 2016 and is fluent in
English & Spanish. She is originally
from Mexico but resides in Colorado
with her family and in her free time,
she is an avid soccer player and enjoys
various hiking trails in Colorado with
her loved ones. Being in the Regulatory Compliance industry has been
an extraordinary learning experience,
which Julieta thoroughly enjoys, as she
feels she is always learning. To learn
more about Julieta, please click here
https://www.chartwellcompliance.com/
team/julieta-vital-garay/.
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Chartwell Compliance Shows You the Way
One state regulator with a reputation for strictness, attested to the
conscientiousness and efficiency of the Chartwell Compliance team by
stating: “I would also like to take this opportunity to say thank you so much
for submitting such a complete and thorough application. It is extremely
rare (it has actually only happened one other time in the history of our
division regulating money transmitters) that we receive an application that
does not require us to ask the applicant for additional information!”

C

hartwell Compliance offers all-in-one integrated
regulatory compliance and risk management consulting,
testing, audit and examinations, and outsourcing services.
We serve bank and non-bank financial service providers
that are striving to do business successfully in the midst of
unprecedented regulatory upheaval.

CHARTWELL BRINGS to bear the breadth of its ex-

Chartwell Compliance is attuned to emerging trends, new regulations

to make recommendations as to how to respond to a

and rules, and issues relating to the financial services industry. Our
consultants believe every client is critically important; and, along with
high service delivery standards, coupled with a smaller firm’s pricing,
allows Chartwell to deliver a value unmatched in the marketplace.
The people of Chartwell have a practical, real-world understanding

perience with the various state regulators, including
knowledge of the preferences and personalities of the
various staff working for the various regulatory bodies.
Where there are gray areas (often in a changing landscape), Chartwell’s experience enables their personnel
variety of requirements (e.g., reporting and license
renewal requirements). In addition, as our Company
has become licensed over the last 3 years, we continue to engage Chartwell for support with ongoing license maintenance and renewals (an effort not to be

of regulatory compliance, enterprise risk management, and financial

underestimated). This includes support with manag-

crimes. Chartwell consultants have gained their real-world understanding

ing “advance change notifications” when the licensed

through numerous years of work as regulators, law enforcement officials,

entity proposes to appoint new officers (a surprisingly

and operators in the financial industry. This allows us to translate

involved process that takes several weeks).

compliance in practical ways helping our clients maintain fee revenue;

In short, we have been pleased with the quality of

lower operating costs, and proactively anticipate the desires and

Chartwell’s support from day one. And, although we

requirements of a diverse range of agencies and regulators in charge of

certainly rely on outside counsel from time to time for

supervising financial institutions.

legal issues and legal interactions with regulators, we

Chartwell Compliance, as an all-in-one consulting firm, allows our

have found that Chartwell offers the most cost-effec-

clients to avoid the burden of managing multiple vendor relationships,

tive approach for supporting management of the nuts-

making it possible for our clients to realize economies of scale. In addition,

and-bolts of filing license applications and supporting

our clients gain further value from having a partner with experience and

ongoing license maintenance and renewals.

expertise encompassing compliance, risk, and corporate planning. Our
consultants are passionate about their areas of expertise and equally

Suzan S. Rowland, Deputy General Counsel

comfortable as testers, trainers, or mentors to our clients.

Yapstone Holdings, Inc.

CHARTWELL COMPASS | FEBRUARY 2021
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Value Propositions

Consultants

“One-stop payment shop”
for Fintech Clients through our
partnership with MVB Bank

Our team is cross-certified in regulatory compliance, anti-money laundering, testing, information
technology and security, and fraud. The diversified experience of our consultants provides our clients
with access to experienced examiners, operators, and regulatory policy makers in both the banking
and non-banking segments of the financial services market, including some of the most talented and
seasoned professionals in emerging payments compliance. This vast, multi-disciplinary experience
allows us to help our clients design and implement compliance and risk management programs and
practices properly calibrated to address both the current and prospective regulatory environment in
an effective manner. As a result, our clients’ products and services can be launched more quickly and
remain appropriately priced, usable, compliant, and of high value to end users.

One of the best AML, CFT,
financial crimes and state license
consultancies in the world
One of North America’s best
MSB and emerging payments
compliance consulting firms
Very well-rounded
practitioners experience

Our group includes some of the industry’s foremost authorities on regulatory compliance,
information security, licensing, and fraud such as:

▶

Nimble, specialized and
affordable

▶

Significantly lower cost,
more services, and more
practitioners experience

▶

Entrepreneurial and highly
responsive
End-to-end services and
outsourcing
Free distribution of quarterly
technical publication, Chartwell
Compass

▶
▶
▶

Average of 22 years of experience per
professional
Internationally-Prominent U.S. Payments
Licensing and Compliance Advisory and
Outsourcing Practice
Regulatory Experience with the California
Department of Business Oversight
Former executives and managers from MSBs
such as Western Union, First Data, and Sigue.
Former senior compliance and risk
managers for state and nationally
chartered banks
Former Chief of the Federal Bureau of
Investigation’s Financial Crimes and
Terrorist Financing Sections

▶
▶
▶
▶
▶

Former Office of the Comptroller of the
Currency (OCC) Assistant Director of
Enforcement
Former Compliance Specialist with the
FinCEN and Financial Specialist with the
Florida Office of Financial Regulations
Certified AML (CAMS) and regulatory
compliance manager certifications
(CRCM), PMP
Extensive experience working in or with
start-ups
Long-standing relationships between
many team members

Strong human and software
project administration backbone
to keep on time and on budget.

CHARTWELL COMPASS | FEBRUARY 2021
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Services

REGULATORY COMPLIANCE Chartwell
Compliance provides consulting across
nearly the entire range of rules and regulations affecting bank and non-bank
financial institutions. Our regulatory
subject matter expertise includes but is
not limited to: Enforcement action solutions; Bank Secrecy Act (“BSA”); Office
of Foreign Assets Control (“OFAC”);
Loan Compliance (commercial, consumer, real estate); Deposit Compliance, Home Mortgage Disclosure Act
(“HMDA”); Secure and Fair Enforcement for Mortgage Licensing Act
(“SAFE”); Unfair, Deceptive or Abusive
Acts or Practices Act (“UDAAP“); social media; capital requirements; Community Reinvestment Act (“CRA”); state
and federal regulations for money services businesses, stored value, and payment systems.
SA/OFAC, AML, FRAUD & CORRUPTION Chartwell Compliance brings
together some of the country’s most
prominent authorities in Anti-Money
Laundering and Combating the Financing of Terrorism (“AML/ CFT”)
financial crimes and fraud prevention.
Chartwell Compliance’s proficiencies
include: Counter terrorism financing;
anti-money laundering; asset forfeiture and recovery; fraud prevention

CHARTWELL COMPASS | FEBRUARY 2021

(corporate and mortgage); Foreign Corrupt Practices Act and the UK Bribery
Act; forensic accounting; foreign government advisory on AML/CFT regulatory regimes. Chartwell Compliance
provides a wide variety of related services including: Training and seminars;
enforcement action solutions; comprehensive look back reviews; policy and
procedure development; independent
reviews; risk assessments; investigations and due diligence, expert witness
services; and non-legal opinions.
STATE MONEY SERVICES BUSINESS
LICENSING Chartwell Compliance assists money services businesses such
as prepaid access providers, currency
exchangers, check-cashing companies,
e-wallet service providers, and mobile
technology companies in applying for
and maintaining state licensure requirements. We offer first-hand experience,
reasonable non-legal pricing and additional value in being able to assist clients
with related areas such as AML compliance and corporate planning. Chartwell
Compliance provides services tailored
to fit the specific needs of each MSB
including: preparation and submission
of state license applications; FinCEN/
FINTRAC registrations; administration of existing state license portfolios
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including renewals, periodic reporting,
and other requirements; assistance with
state regulatory exams and related remedial work; and non-legal regulatory
opinion relative to licensing and regulatory requirements.
UE DILIGENCE AND INVESTIGATIONS
The team of former senior law enforcement and regulatory officials and
private sector executives of Chartwell
Compliance permits Chartwell to undertake due diligence and investigation
activities in a range of areas in the U.S.
and overseas. We also offer assistance
to institutional investors and other
companies conducting corporate due
diligence on investment, merger, and
acquisition targets.
OPERATIONS & GOVERNANCE Many
Chartwell Compliance consultants
have experience in corporate operations, planning and leadership. Chartwell Compliance provides consulting
services in all of these areas, as well as,
providing clients with services such as:
Assessments and recommendations;
enterprise wide risk assessments; key
indicator dashboards; policies and procedures; employee training; board of directors training, and other services.

CHARTWELLCOMPLIANCE.COM

Strategic Alliances
Chartwell Compliance welcomes relationships that deepen the value provided to our mutual
customers. In particular, Chartwell Compliance has a select number of strategic partnerships
with leading service and software providers in the financial sector seeking a trusted source for
referrals, thought leadership and feedback on new products from the perspective of regulators,
law enforcement officials and former practitioners. Some of our alliances include:
• Fiserv, Inc. (NASDAQ: FISV) is the leading global provider of information management and
electronic commerce systems for the financial services industry.
• Thomson Reuters is the world’s leading source of intelligent information for businesses and
professionals.
• Consistently ranked as number one in the space, NICE Actimize experts apply innovative
technology to protect institutions and safeguard consumers and investors assets by identifying
financial crime, preventing fraud and providing regulatory compliance.
• Accuity offers a suite of innovative solutions for payments and compliance professionals,
from comprehensive data and software that manage risk and compliance, to flexible tools that
optimize payments pathways.
• Acuant Compliance's Trusted Identity Platform provides identity verification, regulatory
compliance (AML/KYC) and digital identity solutions leveraging AI and human assisted
machine learning to deliver unparalleled accuracy and efficiency.

Resellers
Owned by Reed Elsevier, Accuity is part of BankersAccuity, the global standard for payment
efficiency and compliance solutions. Accuity is a leading provider of global payment routing
data, AML screening data and software and professional services that allow organizations, across
multiple industries, to maximize efficiency and facilitate compliance of their transactions.
Accuity maintains authoritative and comprehensive databases globally with a reputation built
on the accuracy and quality of our data, products and services.

CHARTWELL COMPASS | FEBRUARY 2021
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Awards & Honors

Chartwell has been recognized not only for its superior services and dedication to client
relationships but also for its commitment to investing in and developing a unique workplace.
The backbone of Chartwell success is its expert team that truly embody the Chartwell brand.

Gettysburg Leadership Training

Kaizen training in Japan
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Start receiving the latest on financial institution
regulatory compliance, financial crime
prevention, and risk management issues.

Chartwell Compliance is a wholly-owned subsidiary of
MVB Bank, Inc.

Chartwell grants permission to all subscribers to freely distribute
this publication.

301 Virginia Avenue, Fairmont, WV 26554 | info@chartwellcompliance.com | chartwellcompliance.com |
Chartwell Compass is intended to provide education and general information on regulatory compliance, reasonable management practices and
corresponding legal issues. This publication does not attempt to offer solutions to individual problems and the content is not offered as legal advice.
Questions concerning individual legal issues should be addressed to the attorney of your choice.
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