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SUMMARY: The Bureau of Consumer
Financial Protection (Bureau or CFPB)
amends the regulation defining larger
participants of certain consumer
financial product and service markets
by adding a new section to define larger
participants of a market for international
money transfers. The Bureau is issuing
this final rule pursuant to its authority,
under the Dodd-Frank Wall Street
Reform and Consumer Protection Act, to
supervise certain nonbank covered
persons for compliance with Federal
consumer financial law and for other
purposes. The Bureau has the authority
to supervise nonbank covered persons
of all sizes in the residential mortgage,
private education lending, and payday
lending markets. In addition, the Bureau
has the authority to supervise nonbank
“larger participant[s]” of markets for
other consumer financial products or
services, as the Bureau defines by rule.
The Bureau has issued rules defining
larger participants of markets for
consumer reporting, consumer debt
collection, and student loan servicing.
This final rule identifies a market for
international money transfers and
defines “‘larger participants” of this
market that are subject to the Bureau’s
supervisory authority.

DATES: Effective December 1, 2014.

FOR FURTHER INFORMATION CONTACT:
Edna Boateng, Senior Consumer
Financial Protection Analyst, Office of

Supervision Policy, (202) 435-7697,
Amanda Quester, Senior Counsel, Office
of Regulations, (202) 365—0702, or Brian
Shearer, Attorney, Office of Supervision
Policy, (202) 435-7794.

SUPPLEMENTARY INFORMATION: On
January 31, 2014, the Bureau published
a notice of proposed rulemaking
proposing to define larger participants
of a market for international money
transfers.? The Bureau is issuing this
final rule to define larger participants of
the identified market (Final Rule).

I. Overview

Section 1024 of the Dodd-Frank Wall
Street Reform and Consumer Protection
Act (Dodd-Frank Act), codified at 12
U.S.C. 5514,2 gives the Bureau
supervisory authority over all nonbank
covered persons 3 offering or providing
three enumerated types of consumer
financial products or services: (1)
Origination, brokerage, or servicing of
consumer loans secured by real estate,
and related mortgage loan modification
or foreclosure relief services; (2) private
education loans; and (3) payday loans.*
The Bureau also has supervisory
authority over “larger participant[s] of a
market for other consumer financial

179 FR 5302 (Jan. 31, 2014).

2Public Law 111-203, section 1024, 124 Stat.
1376, 1987 (2010) (codified at 12 U.S.C. 5514).

3 The provisions of 12 U.S.C. 5514 apply to
certain categories of covered persons, described in
subsection (a)(1), and expressly exclude from
coverage persons described in 12 U.S.C. 5515(a) or
5516(a). “Covered persons” include “(A) any
person that engages in offering or providing a
consumer financial product or service; and (B) any
affiliate of a person described [in (A)] if such
affiliate acts as a service provider to such person.”
12 U.S.C. 5481(6).

412 U.S.C. 5514(a)(1)(A), (D), (E). The Bureau also
has the authority to supervise any nonbank covered
person that it “has reasonable cause to determine,
by order, after notice to the covered person and a
reasonable opportunity . . .torespond. . .is
engaging, or has engaged, in conduct that poses
risks to consumers with regard to the offering or
provision of consumer financial products or
services.” 12 U.S.C. 5514(a)(1)(C); see also 12 CFR
part 1091 (prescribing procedures for making
determinations under 12 U.S.C. 5514(a)(1)(C)). In
addition, the Bureau has supervisory authority over
very large depository institutions and credit unions
and their affiliates. 12 U.S.C. 5515(a). Furthermore,
the Bureau has certain authorities relating to the
supervision of other depository institutions and
credit unions. 12 U.S.C. 5516(c)(1), (e). One of the
Bureau’s mandates under the Dodd-Frank Act is to
ensure that “Federal consumer financial law is
enforced consistently without regard to the status
of a person as a depository institution, in order to
promote fair competition.”” 12 U.S.C. 5511(b)(4).

products or services,” as the Bureau
defines by rule.5

The Bureau is authorized to supervise
nonbank covered persons subject to 12
U.S.C. 5514 for purposes of: (1)
Assessing compliance with Federal
consumer financial law; (2) obtaining
information about such persons’
activities and compliance systems or
procedures; and (3) detecting and
assessing risks to consumers and
consumer financial markets.® The
Bureau conducts examinations, of
various scopes, of supervised entities. In
addition, the Bureau may, as
appropriate, request information from
supervised entities without conducting
examinations.”

The Bureau prioritizes supervisory
activity among nonbank covered
persons on the basis of risk, taking into
account, among other factors, the size of
each entity, the volume of its
transactions involving consumer
financial products or services, the size
and risk presented by the market in
which it is a participant, the extent of
relevant State oversight, and any field
and market information that the Bureau
has on the entity. Such field and market
information might include, for example,
information from consumer complaints
and any other information the Bureau
has about risks to consumers.

The specifics of how an examination
takes place vary by market and entity.
However, the examination process
generally proceeds as follows. Bureau
examiners contact the entity for an
initial conference with management and
often request records and other
information. Bureau examiners will
ordinarily also review the components
of the supervised entity’s compliance
management system. Based on these
discussions and a preliminary review of
the information received, examiners
determine the scope of an on-site
examination and then coordinate with

512 U.S.C. 5514(a)(1)(B), (a)(2) see also 12 U.S.C.
5481(5) (defining “‘consumer financial product or
service”’). The Final Rule describes one market for
consumer financial products or services, which the
rule labels “international money transfers.” The
definition does not encompass all activities that
could be considered international money transfers.
Any reference herein to “the international money
transfer market” means only the particular market
for international money transfers identified by the
Final Rule.

612 U.S.C. 5514(b)(1).

7 See 12 U.S.C. 5514(b) (authorizing the Bureau
both to conduct examinations and to require reports
from entities subject to supervision).
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the entity to initiate the on-site portion
of the examination. While on-site,
examiners spend a period of time
holding discussions with management
about the entity’s policies, processes,
and procedures; reviewing documents
and records; testing transactions and
accounts for compliance; and evaluating
the entity’s compliance management
system. Examinations may involve
issuing confidential examination
reports, supervisory letters, and
compliance ratings. In addition to the
process described above, the Bureau
may also conduct off-site examinations.

The Bureau has published a general
examination manual describing the
Bureau’s supervisory approach and
procedures.? As explained in the
manual, the Bureau will structure
examinations to address various factors
related to a supervised entity’s
compliance with Federal consumer
financial law and other relevant
considerations. On October 22, 2013,
the Bureau released procedures specific
to remittance transfers for use in the
Bureau’s examinations of entities within
its supervisory authority.? The Bureau
plans to use those examination
procedures (or an updated version, as
appropriate) in supervising
international money transfers. The
procedures include instructions on
examining for compliance with, among
other laws and regulations, new
requirements in subpart B of Regulation
E relating to remittance transfers
(Remittance Rule), which went into
effect on October 28, 2013.1°

8 CFPB Supervision and Examination Manual
(Oct. 1, 2012), available at http://
www.consumerfinance.gov/guidance/supervision/
manual/.

9CFPB Supervision and Examination Manual,
Remittance Transfer Examination Procedures (Oct.
22, 2013), available at http://
www.consumerfinance.gov/guidance/supervision/
manual/. In a joint comment, several large money
transmitters encouraged the Bureau to provide
additional guidance regarding supervisory
expectations, similar to the CFPB Dodd-Frank
Mortgage Rules Readiness Guide. A compliance
guide for the Remittance Rule, along with a webinar
and other helpful materials, may be found
at http://www.consumerfinance.gov/remittances-
transfer-rule-amendment-to-regulation-e/. The
Bureau also periodically publishes Supervisory
Highlights to share general information about the
Bureau’s examination findings without identifying
specific companies (except for companies subject to
enforcement actions already made public).

1077 FR 6194 (Feb. 7, 2012); 77 FR 40459 (July
10, 2012); 77 FR 50244 (Aug. 20, 2012); 78 FR 6025
(Jan. 29, 2013); 78 FR 30662 (May 22, 2013); 78 FR
49365 (Aug. 14, 2013) (codified at 12 CFR part
1005, subpart B). On August 22, 2014, the Bureau
released further amendments to the Remittance
Rule, which are available at http://
files.consumerfinance.gov/f/201408_cfpb_final-
rule_intl-money-transfer-small-entity.pdf. For
additional information about the Remittance Rule,
see http://www.consumerfinance.gov/remittances-
transfer-rule-amendment-to-regulation-e/.

The States have been active in
regulation of money transmission, with
forty-seven States and the District of
Columbia requiring entities to obtain a
license to engage in money
transmission, as defined by applicable
law. Many States actively examine
money transmitters, and State money
transmitter regulator associations have
indicated that the State regulators look
forward to collaborating with the
Bureau in supervising international
money transfer providers.1! In response
to the proposal, industry commenters
also emphasized the need to coordinate
with the States in this market. The
Bureau agrees that this collaboration is
important and will coordinate with
appropriate State regulatory authorities
in examining larger participants of the
international money transfer market.

This Final Rule establishes a category
of nonbank covered persons that is
subject to the Bureau’s supervisory
authority under 12 U.S.C. 5514 by
defining “‘larger participants” of a
market for international money
transfers.12 The Final Rule pertains only
to that purpose and does not impose
new substantive consumer protection
requirements.13 Nonbank covered
persons generally are subject to the
Bureau’s regulatory and enforcement
authority and any applicable Federal
consumer financial law, regardless of
whether they are subject to the Bureau’s
supervisory authority.

II. Background

On January 31, 2014, the Bureau
published a notice of proposed
rulemaking proposing to define larger

11Tn commenting on this proposal, the State
regulator associations also recommended that the
Bureau consider a risk-scoped approach to
examining larger participants. Although the
Bureau’s examination approach is not the subject of
this rulemaking, the Bureau prioritizes supervisory
activity among nonbank covered persons on the
basis of risk; conducts risk-focused examinations to
direct resources toward areas with higher degrees
of risk to consumers; and focuses on an institution’s
ability to detect, prevent, and correct practices that
present a significant risk of violating the law and
causing consumer harm. See generally CFPB
Supervision and Examination Manual 9, 10, 15, 19—
22 (Oct. 1, 2012), available at http://
www.consumerfinance.gov/guidance/supervision/
manual/.

12 The Bureau’s supervisory authority also
extends to service providers of those covered
persons that are subject to supervision under 12
U.S.C. 5514(a)(1). 12 U.S.C. 5514(e); see also 12
U.S.C. 5481(26) (defining ““service provider”).

13 The Bureau received a comment requesting the
Bureau to preempt State regulation of money
transmission. As noted, the purpose of this
rulemaking is to define larger participants of a
market for consumer financial products or services
that will be subject to the Bureau’s supervisory
authority. Preemption of State regulation of money
transmission is not required for that purpose, is not
intended by the Bureau, and is beyond the scope
of this rulemaking.

participants of a market for international
money transfers (Proposed Rule).1# The
Bureau requested public comment on
the Proposed Rule. The Bureau received
16 comments from consumer advocates,
industry participants, trade associations,
State regulator associations, and
individual consumers. The comments
are discussed in more detail below.

The Proposed Rule included a test to
assess whether a nonbank covered
person is a larger participant of the
international money transfer market.
Under the proposed test, a nonbank
covered person with at least one million
aggregate annual international money
transfers, as described in the Proposed
Rule, would be a larger participant of
the international money transfer market.

III. Summary of the Final Rule

The Bureau’s existing larger-
participant rule, 12 CFR part 1090,
prescribes various procedures,
definitions, standards, and protocols
that apply with respect to all markets in
which the Bureau has defined larger
participants.15 Those generally
applicable provisions, which are
codified in subpart A, also are
applicable for the international money
transfer market described by this Final
Rule. The definitions in § 1090.101
should be used, unless otherwise
specified, when interpreting terms in
this Final Rule.

The Bureau includes relevant market
descriptions and larger-participant tests,
as it develops them, in subpart B.16
Accordingly, the Final Rule defining
larger participants of the international
money transfer market amends Part
1090 by adding § 1090.107 in subpart B.

The Bureau is finalizing the Proposed
Rule largely as proposed. The Final Rule
defines an international money transfer
market that covers certain electronic
transfers of funds sent by nonbanks that
are international money transfer
providers. To be included in this
market, transfers must be requested by
a sender in a State to be sent to a
designated recipient in a foreign
country. The Final Rule’s definitions are
modeled in part on the definitions of
“remittance transfer” and related terms
in the Electronic Fund Transfer Act
(EFTA) and its implementing regulation,
Regulation E, but are not co-extensive
with those definitions.” For example,
transfers of $15 or less can be
“international money transfers” but not

1479 FR 5302 (Jan. 31, 2014).

1512 CFR 1090.100-.103.

1612 CFR 1090.104 (consumer reporting); 12 CFR
1090.105 (consumer debt collection); 12 CFR
1090.106 (student loan servicing).

1715 U.S.C. 16930-1(g); 12 CFR 1005.2, 1005.30.
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“remittance transfers.” 18 The
definitions in existing § 1090.101 apply
for terms that the Final Rule does not
define, such as “person” and
“consumer.’’ 19

The Final Rule also sets forth a test to
determine whether a nonbank covered
person is a larger participant of the
international money transfer market. An
entity is a larger participant if it has at
least one million aggregate annual
international money transfers.20 As
prescribed by existing § 1090.102, any
nonbank covered person that qualifies
as a larger participant will remain a
larger participant until two years after
the first day of the tax year in which the
person last met the applicable test.21

Pursuant to existing § 1090.103, a
person can dispute whether it qualifies
as a larger participant in the
international money transfer market.
The Bureau will notify an entity when
the Bureau intends to undertake
supervisory activity; the entity will then
have an opportunity to submit
documentary evidence and written
arguments in support of its claim that it
is not a larger participant. Section
1090.103(d) provides that the Bureau
may require submission of certain
records, documents, and other
information for purposes of assessing
whether a person is a larger participant
of a covered market; this authority will
be available to the Bureau to facilitate
its identification of larger participants of
the international money transfer market,
just as in other markets.

1812 CFR 1005.30(e)(2)(i).

19 As a result, some terms may have different
definitions for purposes of the Proposed Rule than
they do for purposes of Regulation E. The definition
of “consumer” in § 1090.101 is “‘an individual or
an agent, trustee, or representative acting on behalf
of an individual,” 12 CFR 1090.101, while the
definition of “consumer” in Regulation E is “a
natural person,” 12 CFR 1005.2(e). The definition
of “person” in § 1090.101 is “an individual,
partnership, company, corporation, association
(incorporated or unincorporated), trust, estate,
cooperative organization, or other entity,” 12 CFR
1090.101, while the definition of “person” in
Regulation E is “‘a natural person or an
organization, including a corporation, government
agency, estate, trust, partnership, proprietorship,
cooperative, or association,” 12 CFR 1005.2(j).

20 As the Bureau has explained in prior
rulemakings, the criterion selected for one market
in a larger-participant rulemaking is not necessarily
appropriate for any other market that may be the
subject of a future rulemaking. Instead, the Bureau
tailors each test to the market to which it will be
applied. 77 FR 42874, 42876 (consumer reporting)
(July 20, 2012); 77 FR 65775, 65778 (consumer debt
collection) (Oct. 31, 2012); 78 FR 73383, 73384 n.16
(student loan servicing) (Dec. 6, 2013).

2112 CFR 1090.102.

IV. Legal Authority and Procedural
Matters

A. Rulemaking Authority

The Bureau is issuing this Final Rule
pursuant to its authority under: (1) 12
U.S.C. 5514(a)(1)(B) and (a)(2), which
authorize the Bureau to supervise larger
participants of markets for consumer
financial products or services, as
defined by rule; (2) 12 U.S.C. 5514(b)(7),
which, among other things, authorizes
the Bureau to prescribe rules to facilitate
the supervision of covered persons
under 12 U.S.C. 5514; and (3) 12 U.S.C.
5512(b)(1), which grants the Bureau the
authority to prescribe rules as may be
necessary or appropriate to enable the
Bureau to administer and carry out the
purposes and objectives of Federal
consumer financial law, and to prevent
evasions of such law.

B. Effective Date of Final Rule

The Administrative Procedure Act
generally requires that rules be
published not less than 30 days before
their effective dates.22 The Bureau
proposed that the Final Rule would be
effective no earlier than 60 days after
publication and received no comments
relating to the effective date. The Bureau
adopts December 1, 2014 as the effective
date for the Final Rule, which is more
than 60 days after publication.

V. Section-By-Section Analysis

Section 1090.107—International Money
Transfer Market

Proposed § 1090.107 defined a market
for international money transfers.23 The
Bureau received some comments that
supported the proposed market scope
and other comments that suggested that
the Bureau should expand the scope of
the market definition to include
domestic money transfers. For the
reasons that follow, the Bureau has
opted to include only international
money transfers in the market definition
for this Final Rule.

As a general matter, international
money transfers are electronic transfers
of funds sent by nonbanks from
consumers in the United States to
persons or entities abroad.2* Consumers

225 U.S.C. 553(d).

23 As noted above, the term “international money
transfer” is very similar to the term “remittance
transfer”” as defined in the Remittance Rule, 12 CFR
1005.30(e), but differs in some substantive respects
as specified below. Other definitions in this Final
Rule are similarly based on Regulation E. Usage, or
omission, of specific language from EFTA or
Regulation E in the Final Rule is not an
endorsement by the Bureau of any specific
interpretation of EFTA or Regulation E.

24 Although this Final Rule applies only to
nonbank covered persons, similar services are also
provided by depository institutions and credit

who send money abroad often do so
through money transmitter companies
that are nonbanks.25 Many money
transmitters operate through closed
networks, receiving and disbursing
funds through their own outlets or
through agents such as grocery stores,
neighborhood convenience stores, or
depository institutions. Some money
transmitters may send transfers of any
size, while others cap the size of
transfers they send.

For an international transfer
conducted through a money transmitter,
a consumer typically provides basic
identifying information about himself
and the recipient and often pays cash
sufficient to cover the transfer amount
and any fees charged by the money
transmitter. The consumer may be
provided a confirmation code, which
the consumer relays to the recipient.
The money transmitter sends an
instruction to a specified payout
location or locations in the recipient’s
country where the recipient may pick
up the transferred funds, often in cash
and local currency, upon presentation of
the confirmation code and/or other
identification on or after a specified
date. These transfers generally are
referred to as cash-to-cash transfers.

Many money transmitters provide
other types of transfers. For example,
money transmitters may permit transfers
to be initiated using credit cards, debit
cards, or bank account debits and may
use Web sites, agent locations, stand-
alone kiosks, or telephone lines to do so.
Abroad, money transmitters and their
partners may allow funds to be
deposited into recipients’ bank
accounts, distributed directly onto
prepaid cards, or credited to mobile
phone accounts. Funds also can be
transferred among consumers’ nonbank
accounts identified by individuals’
email addresses or mobile phone
numbers. According to one survey of
companies that send funds from the
United States to Latin America and the
Caribbean, 75 percent permit consumers
to send transfers of funds that can be
deposited directly into recipients’ bank

unions, including those already subject to the
Bureau’s supervisory authority.

25CFPB, Report on Remittance Transfers 6 (July
20, 2011), available at http://
www.consumerfinance.gov/wp-content/uploads/
2011/07/Report_20110720_
RemittanceTransfers.pdf. Federal law requires
money transmitters that meet certain criteria to
register as a “‘money services business” with the
U.S. Department of the Treasury’s Financial Crimes
Enforcement Network (FinCEN). 31 U.S.C. 5330; 31
CFR 1010.100(ff), 1022.380. Most States also have
licensing requirements for similar types of entities.


http://www.consumerfinance.gov/wp-content/uploads/2011/07/Report_20110720_RemittanceTransfers.pdf
http://www.consumerfinance.gov/wp-content/uploads/2011/07/Report_20110720_RemittanceTransfers.pdf
http://www.consumerfinance.gov/wp-content/uploads/2011/07/Report_20110720_RemittanceTransfers.pdf
http://www.consumerfinance.gov/wp-content/uploads/2011/07/Report_20110720_RemittanceTransfers.pdf
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accounts, including transfers initiated
through the internet.26

International transfers play a critical
role in the lives of many consumers in
the United States. U.S. consumers send
funds abroad for a number of reasons,
including to assist family or friends
with their expenses, to pay for
purchases of goods, to pay the tuition of
children studying abroad, or to purchase
real estate. Data from the 2011 Current
Population Survey (2011 CPS) show that
more than 4 million households
nationwide had used nonbanks to
transfer funds to friends and family
abroad in the preceding year, and more
than 7 million households had used
nonbanks to make such transfers at
some time in the past.2?

Transferring money to international
recipients can present unique
challenges for consumers and providers,
many of which are addressed in the
Bureau’s Remittance Rule. Pricing for
transfers is complex and may depend
not only on fees and taxes, but also on
exchange rates. Because wholesale
currency markets fluctuate constantly,
the exchange rates applied to individual
international transfers may change from
day to day, or even over the course of
the day, depending on how frequently
providers update their retail rates.
Providers may also vary their exchange
rates and fees charged based on a range
of other factors, such as the sending and
receiving locations, and the size and
speed of the transfer. Taxes may vary
depending on the type of provider, the
laws of the recipient country, and
various other factors. As a result,
determining how much money will
actually be received and which provider
offers the lowest price can be
challenging for consumers, particularly
when not provided with proper

26 Manuel Orozco et al., Inter-American Dialogue,
The Market for Money Transfers: Ranking of
Remittance Service Providers in Latin America and
the Caribbean 4 (Oct. 23, 2012), available at
http://www.thedialogue.org/uploads/Remittances_
and_Development/LatAm_Final _120712.pdf. Like
cash-to-cash transfers, some of the transfers to bank
accounts rely on closed networks, though others
rely on open networks (between an entity and non-
agents or non-affiliates) or reflect some
characteristics of both open and closed network
transactions.

27 Fed. Deposit Ins. Corp., National Survey of
Unbanked and Underbanked Households 32 (Sept.
2012), available at http://www.fdic.gov/
householdsurvey/2012_unbankedreport.pdf (2011
CPS Report) (stating that 3.7 percent of households
used ‘“‘nonbank remittances” as defined in the
survey in the preceding year); id at 142—43
(providing estimate of 120 million U.S. households
in 2011 for purposes of the survey); id. at 79
(estimating the number of households that have
used ‘“‘nonbank remittances” as defined in the
survey at any time in the past).

disclosures.28 In some cases, language
barriers may further complicate
consumers’ ability to obtain and
understand transaction information
from providers and their agents.29

The Bureau believes that compliance
with recent legislative and regulatory
changes will significantly improve the
predictability of remittances and
provide consumers with better price
information and recourse if they
experience a problem with a transfer.
Congress amended EFTA in the Dodd-
Frank Act.30 The Bureau then
implemented the amendments to EFTA
by promulgating the Remittance Rule,
which went into effect on October 28,
2013.31 Amendments to EFTA and the
Remittance Rule created a
comprehensive new system of consumer
protections for remittance transfers sent
by consumers in the United States to
individuals and businesses in foreign
countries. First, the Remittance Rule
generally requires that information be
disclosed prior to and at the time of
payment by the sender for the
remittance transfer.32 Second, under the
Remittance Rule, consumers generally
have thirty minutes after making
payment to cancel a transfer.33 Third,
the Remittance Rule increases consumer
protections when transfers go awry by
requiring providers to investigate
disputes and remedy certain types of
errors.34 The Remittance Rule applies to
any institutions that send remittance
transfers in the normal course of their
business, including banks, credit
unions, money transmitters, broker-
dealers, and others. The Bureau and
prudential regulators can examine
depository institutions and credit
unions within their supervisory
authority for compliance with
Regulation E, including the new
Remittance Rule.

28 See CFPB, Report on Remittance Transfers 17—
21 (July 20, 2011); see also 77 FR 6194, 6199 (Feb.
7,2012).

29 See 77 FR 6194, 6199 (Feb. 7, 2012).

30 Public Law 111-203, section 1073, 124 Stat.
1376, 2060 (2010).

3177 FR 6194 (Feb. 7, 2012); 77 FR 40459 (July
10, 2012); 77 FR 50244 (Aug. 20, 2012); 78 FR 6025
(Jan. 29, 2013); 78 FR 30662 (May 22, 2013); 78 FR
49365 (Aug. 14, 2013) (codified at 12 CFR part
1005, subpart B). On August 22, 2014, the Bureau
released further amendments to the Remittance
Rule, which are available at http://
files.consumerfinance.gov/f/201408_cfpb_final-
rule_intl-money-transfer-small-entity.pdf.

32 Public Law 111-203, section 1073(a)(4), 124
Stat. 1376, 2060 (2010) (codified at 15 U.S.C.
16930-1(a)); 12 CFR 1005.31-.32.

33 Public Law 111-203, section 1073(a)(4), 124
Stat. 1376, 2060 (2010) (codified at 15 U.S.C.
16930-1(d)(3)); 12 CFR 1005.34.

34 Public Law 111-203, section 1073(a)(4), 124
Stat. 1376, 2060 (2010) (codified at 15 U.S.C.
16930-1(d)); 12 CFR 1005.33.

One objective of the Bureau’s
proposal was to bring nonbanks that are
larger participants of the international
money transfer market 35 within the
Bureau’s supervisory jurisdiction in
order to promote the Bureau’s goal of
enforcing Federal consumer financial
law consistently without regard to
whether a person is a depository
institution.3¢ Supervision of larger
participants of the international money
transfer market will help to ensure that
nonbank entities that provide a
significant portion of the transactions to
which the Remittance Rule applies are
complying with these new and
important consumer protections, as well
as with other applicable requirements of
Federal consumer financial law,
including the prohibition on unfair,
deceptive, or abusive acts or practices.

The Bureau lacks precise data on the
international money transfer market and
did not receive any comments that
provided detailed information about the
market. However, available data
sources, including public information
and confidential State supervisory data
provided by three States, enabled the
Bureau to conduct three analyses during
the proposal stage to gain a general
understanding of the basic contours of
this nonbank market.37 These analyses
produced rough estimates of (1) the
overall number of nonbanks that
provide international money transfers;
(2) the dollar volume and number of
international money transfers market-
wide; and (3) the dollar volume and
number of international money transfers
provided by nonbanks that provide at
least 500,000, one million, or three
million transactions per year.38 The

35 International money transfers are consumer
financial products or services pursuant to the Dodd-
Frank Act. See 12 U.S.C. 5481(15)(A)(iv) (defining
“financial product or service” to include “engaging
in deposit-taking activities, transmitting or
exchanging funds, or otherwise acting as a
custodian of funds or any financial instrument for
use by or on behalf of a consumer”); 12 U.S.C.
5481(5)(A) (defining “consumer financial product
or service” to include financial products or services
that are offered or provided for use by consumers
primarily for personal, family, or household
purposes); see also 12 U.S.C. 5481(15)(A)(v)
(defining “financial product or service” to include
generally “selling, providing, or issuing stored
value or payment instruments,” with specific
exclusions); 12 U.S.C. 5481(15)(A)(vii) (defining
“financial product or service” to include generally
“providing payments or other financial data
processing products or services to a consumer by
any technological means,” with specific
exclusions).

3612 U.S.C. 5511(b)(4).

37 For a description of the data sources used by
the Bureau in deriving its estimates, see 79 FR 5302,
5305 n.34 (Jan. 31, 2014). The proposal identified
several sources of uncertainty, which are discussed
at 79 FR 5305-08.

38 Prior to issuing its proposal, the Bureau
conducted entity-level analyses and produced
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Bureau did not receive any comments
questioning or criticizing these analyses,
which were described in the Bureau’s
proposal.

For its first analysis, the Bureau
reviewed State licensing information
and estimated that approximately 340
nonbanks provide international money
transfers.3® The Bureau’s second
analysis, an extrapolation of
confidential supervisory data from
California to generate nationwide
estimates, indicates that the nonbank
market of international money transfers,
as defined here, accounted for roughly
$50 billion transferred and 150 million
individual transfers in 2012.40

The Bureau’s third analysis developed
entity-specific estimates of the number
of international money transfers sent in
2012. Estimates were mostly derived
using confidential supervisory data
obtained from California, New York,
and Ohio pursuant to memoranda of
understanding. Using this analysis, the
Bureau generated the following highly
approximated estimates for the year
2012: (1) The highest tier of the market
consists of about 10 nonbanks that each
sent over 3 million international money
transfers and together accounted for
about three-fourths of all international
money transfers; (2) The second tier of
the market consists of about 15
nonbanks that each sent between 1 and
3 million international money transfers,
accounting collectively for about one-
sixth of all international money
transfers; (3) Very few nonbanks sent
between 500,000 and 1 million
international money transfers,
accounting collectively for about 1.5
percent of all international money
transfers; and (4) The limited remaining
market share is divided among a few
hundred nonbanks that each sent less
than 500,000 transfers in 2012.41 These

highly approximated entity-by-entity estimates to
inform its general understanding of the market and
of the likely market coverage associated with
potential activity thresholds. These entity-level
approximations of dollar volume and number of
transfers are not dispositive of whether the Bureau
would ever seek to initiate supervisory activity or
whether, in the event of a person’s assertion that it
is not a larger participant, the person would be
found to be a larger participant.

39 The Bureau’s review of State licensing
information is described at 79 FR 5302, 5306 n.36
(Jan. 31, 2014). As with its other market estimates
for this rulemaking, the Bureau emphasizes that the
estimate of 340 international money transfer
providers could be either high or low due to
limitations in the data utilized.

40For a description of how the Bureau used the
California data to generate nationwide estimates
and the assumptions made by the Bureau in doing
the extrapolation, see 79 FR 5302, 5306—07 n.37
(Jan. 31, 2014).

41For a description of how the Bureau conducted
this analysis and potential sources of inaccuracy,
see 79 FR 5302, 5307 n.38 (Jan. 31, 2014).

estimates do not include providers that
are not licensed in California, New
York, or Ohio, but as explained in the
proposal, the Bureau’s market research
and review of licensing data suggest that
most entities that provide over 500,000
international money transfers per year
are licensed in at least one of those three
States.42

The Bureau’s proposal defined a
nonbank market consisting solely of
international money transfers. While a
number of commenters expressed
support for the Bureau’s proposed
definitions and approach to defining the
market, several requested that the
Bureau expand this larger-participant
rule to include domestic transfers.43
Those advocating for inclusion of
domestic transfers offered differing
reasons, including that (1) domestic and
international money transfers are
similar and are often treated similarly
by State regulators, (2) including
domestic transfers in this Final Rule
could encourage providers to
voluntarily apply the Remittance Rule
requirements to domestic transfers even
though such application is not required
by the Remittance Rule, (3) it would be
difficult to determine whether mobile
payments are domestic or international
money transfers, and (4) the benefits of
supervision should be made available to
consumers of domestic transfers as
well.44

While transfers of money to domestic
and international locations have some
similar characteristics, several consumer
advocacy group commenters recognized
that international money transfers
present challenges to providers and
consumers that distinguish international
money transfers from other transactions,
such as domestic money transfers. As
the Bureau noted in its proposal, these
challenges can include, for example,
foreign exchange rates, foreign taxes,

4279 FR 5302, 5307 1n.39 (Jan. 31, 2014).

43]n a joint comment, a group of industry
participants also asked the Bureau to clarify that the
market definition in this Final Rule has no antitrust
implications. The Bureau neither defines markets
for purposes of antitrust law, nor intends the market
definition in this Final Rule to be used for any
purpose other than determining larger-participant
status.

44 Industry participants cited to the volume of
complaints relating to domestic transfers in the
Bureau’s consumer complaint database, to support
their assertion that the benefits of supervision
should be spread to consumers of domestic
transfers. In addition to complaints about
international money transfers, the Bureau has
received consumer complaints about domestic
transfers and a variety of other consumer financial
products and services. The existence of complaints
about other products and services does not,
however, change the Bureau’s view that it is
appropriate to treat international money transfers as
a distinct market for purposes of this larger-
participant rule.

and legal, administrative, and language
complexities related to the fact that the
funds are transferred to a foreign
country. Many international money
transfers are also subject to new
protections under the Remittance
Rule.#5 In light of these differences, the
Bureau continues to believe it is
appropriate to treat the international
money transfer market as a separate
market for purposes of this larger-
participant rule.

The Bureau also does not deem it
appropriate to adjust the scope of the
larger-participant rule based on the
assertion that doing so might encourage
entities to apply Remittance Rule
standards to transactions that are not
subject to the Remittance Rule. The
larger-participant rule does not impose
any new business conduct obligations.
Specifically, it does not change or
expand the application of the
Remittance Rule. Accordingly, the
Bureau has no reason to believe that
expanding the scope of this rule beyond
what the Bureau has proposed would
cause entities to apply Remittance Rule
standards to their domestic transfers.

Another commenter expressed
concern that mobile payment providers
may not be able to determine whether
their mobile payments are international
money transfers or domestic transfers.
Whether a transfer, including a mobile
payment, is an international money
transfer depends, in part, on whether it
is sent by a “sender” to a ““designated
recipient” as those terms are defined in
§1090.107(a). As explained in the
section-by-section discussion below, the
Bureau intends that “designated
recipient”” and “sender” in the Final
Rule will be interpreted in a manner
consistent with the way the same terms
in the Remittance Rule are interpreted.
The commentary to the Remittance Rule
interpreting ““designated recipient’” and
“sender” provides relevant guidance
and examples to help covered entities
distinguish which transfers originate
from a consumer in a State and which
are to be received at a location
physically outside of any State. This
commentary should assist money
transfer providers in determining
whether their mobile payments are
international money transfers for

45In light of the close similarity between the
Remittance Rule’s definition of “remittance
transfer”” and the international money transfer
market, the Bureau expects that most transfers in
the international money transfer market would be
subject to the Remittance Rule. However, some
transfers that are in the international money transfer
market under the Final Rule are not “remittance
transfers,” as discussed in the section-by-section
discussion of § 1090.107(a)’s “international money
transfer’”” definition below.
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purposes of this larger-participant
rule.46

In light of the distinguishing
characteristics of international money
transfers and the other reasons set forth
above, the Bureau declines to include
domestic transfers in the market for
which this Final Rule defines larger
participants.?” As the Bureau has
explained, this larger-participant
rulemaking is only one in a series.
Nothing in this Final Rule precludes the
Bureau from considering in future
larger-participant rulemakings other
markets for consumer financial products
or services that might include domestic
money transfers or other money
services.

Section 1090.107(a)—Market-Related
Definitions

Unless otherwise specified, the
definitions in § 1090.101 should be used
when interpreting terms in the Final
Rule. Proposed § 1090.107(a) defined
additional terms relevant to the
international money transfer market.
These terms include “international
money transfer,” which delineates the
scope of the identified market;
“designated recipient,” “international
money transfer provider,” “sender,” and
“State,” which help to clarify the
meaning of “international money
transfer’’; and ‘‘aggregate annual
international money transfers,”” which is
the criterion for assessing larger-
participant status. The Bureau is
adopting the definitions as proposed
with the exception that it is
streamlining the definition of “aggregate
annual international money transfer”” to
facilitate application of the larger-
participant test.

In the proposal, the Bureau noted that
it had used the definition of “remittance
transfer” and related definitions from
Regulation E as a model in drafting the
definitions applicable in this larger-
participant rulemaking because
remittance transfers make up a very
substantial portion of the market

46 See Official Interpretations to Regulation E, 12
CFR part 1005, Supp. I, comment 30(c)(2)-1 to -3
and comment 30(g). Providers should already be
applying this commentary to determine whether
their mobile payments comply with the Remittance
Rule.

47 The Bureau’s decision to define a market
consisting solely of international money transfers
will not prevent it from examining other consumer
financial products or services offered by entities
that qualify as larger participants of that market. If
a larger participant of the international money
transfer market offers domestic money transfer
services to consumers, the Bureau can examine
those transfers as part of its mission to assess
compliance with Federal consumer financial law
and to detect risks to consumers or to markets for
consumer financial products and services. 12 U.S.C.
5514(b); 77 FR 42874, 42880 (July 20, 2012).

activity in the international money
transfer market that the Bureau sought
to define. Additionally, the Remittance
Rule definitions are familiar to industry
and the Bureau. As explained in the
proposal and below, the Bureau believes
it is appropriate to deviate from the
Remittance Rule definitions in specific
ways to reflect the distinct needs of this
larger-participant rulemaking.

Several industry commenters
expressed support for the Bureau’s
general approach in developing
definitions, while State regulator
associations and one industry
commenter suggested that greater
conformity to the Remittance Rule
would be preferable. The deviations that
the Bureau proposed to make from the
Remittance Rule definitions stem in part
from the fact that the Remittance Rule
imposes substantive consumer
protection requirements, while the
larger-participant rule differentiates
larger participants from other
participants in the international money
transfer market in order to establish a
supervisory program. To account for the
different regulatory purposes and the
specific needs of this rulemaking, the
Bureau continues to believe that the
proposed differences between the
definitions in the Proposed Rule and the
Regulation E definitions are necessary,
as discussed below.48

Aggregate Annual International Money
Transfers

The Bureau proposed aggregate
annual international money transfers as
the criterion that would be used in
assessing whether an entity is a larger
participant of the international money
transfer market. The proposed definition
of “aggregate annual international
money transfers” was informed by the

48 As noted above and in the Bureau’s proposal,
some terms may have different definitions for
purposes of the Final Rule than they do for
purposes of Regulation E due to the larger-
participant rule definitions in 12 CFR 1090.101.
The definition of “consumer” in § 1090.101 is “an
individual or an agent, trustee, or representative
acting on behalf of an individual,” 12 CFR
1090.101, while the definition of “‘consumer” in
Regulation E is ‘“‘a natural person,” 12 CFR
1005.2(e). The definition of “person” in § 1090.101
is “an individual, partnership, company,
corporation, association (incorporated or
unincorporated), trust, estate, cooperative
organization, or other entity,” 12 CFR 1090.101,
while the definition of “person’ in Regulation E is
““a natural person or an organization, including a
corporation, government agency, estate, trust,
partnership, proprietorship, cooperative, or
association,” 12 CFR 1005.2(j). One commenter
asserted that using different definitions than are
used in Regulation E could cause confusion. The
Bureau believes that having multiple definitions for
the same term within 12 CFR part 1090 would
cause more confusion than having different
definitions for the same term in Regulation E and
12 CFR part 1090.

method of calculating “annual receipts”
used by the Bureau in prior larger-
participant rulemakings, which in turn
is modeled in part on the method used
by the U.S. Small Business
Administration (SBA) in calculating
“annual receipts” to determine whether
an entity is a small business.%9 Proposed
§1090.107(a) defined the term
“aggregate annual international money
transfers” as the “‘annual international
money transfers” of a nonbank covered
person, aggregated with the “annual
international money transfers” of its
affiliated companies. Commenters
generally expressed support for the
substance of this definition, but some
commenters expressed concern that the
definition was confusing. For the
reasons described below, the Bureau is
streamlining the definition by counting
transfers from the preceding year as
opposed to using an average over up to
three years, making corresponding
technical changes, and otherwise
adopting the definition as proposed.

Calculating annual international
money transfers. The Bureau proposed
that “annual international money
transfers” of a nonbank covered person
would be calculated in one of two ways
depending on how long a person had
been in business. The proposed
definition annualized the number of
transfers over the shorter of three years
or the period an entity had been in
business. One commenter stated that it
seemed logical to use an average over
several years but questioned whether
the complexity of the proposed
calculations was necessary. The
commenter noted that the more complex
the calculations, the greater the chance
for error.

The Bureau agrees that a simpler
approach is preferable for calculating
annual international money transfers.
The proposed approach would have
smoothed out year-to-year fluctuations
in an entity’s transaction volume but
would have resulted in more involved
calculations, especially for affiliated
companies. Because affiliated
companies may be in business for
varying lengths of time, the annual
international money transfers of
affiliated companies in some instances
would have been calculated over
different time periods using different
calculation methods.5°

4912 CFR 1090.104(a) (Consumer Reporting
Rule); 12 CFR 1090.105(a) (Debt Collection Rule);
13 CFR 121.104 (SBA).

50 The Proposed Rule provided that the annual
international money transfers of each affiliated
company of a nonbank covered person would be
calculated separately prior to the aggregation,
treating the affiliated company as if it were an
independent nonbank covered person for purposes



Federal Register/Vol. 79,

No. 184 /Tuesday, September 23, 2014 /Rules and Regulations

56637

The Bureau has weighed the benefits
of the proposed multi-year approach
against the additional complexity it
entails and concludes that it is
preferable to calculate annual
international money transfers in the
Final Rule based on international
money transfers sent in the preceding
year. Because the criterion directly
measures the number of transfers in the
market, it should not be subject to
temporary fluctuations that are
unrelated to an entity’s market
participation.51 The Bureau believes
that the single-year approach will make
the Final Rule’s definitions easier to
apply, which should facilitate
application of the detailed agent and
affiliate-aggregation principles
described below and alleviate the
concern expressed by some commenters
about the overall complexity of the
definition of “aggregate annual
international money transfers.”” The
Final Rule therefore provides that
annual international money transfers of
a nonbank covered person means the
international money transfers provided
by the nonbank covered person during
the preceding calendar year.

Transfers involving agents. The
proposed definition specified how to
count transfers provided with the
assistance of an agent. Under the
proposal, the annual international
money transfers of a nonbank covered
person included international money
transfers in which an agent acts on that
person’s behalf. The annual
international money transfers of a
nonbank covered person did not include
international money transfers in which
another person provided the
international money transfers and the
nonbank covered person performed
activities as an agent on behalf of that
other person.>2 For purposes of this part

of the calculation. The Bureau is finalizing this
aspect of the rule as proposed, as discussed below.
51 Additionally, existing § 1090.102 provides that
a person qualifying as a larger participant under
this rule will remain a larger participant for at least
two years after the beginning of the tax year in
which it last met the larger-participant test. This
provision will ensure that the Bureau has sufficient
time to undertake and complete supervisory
activities relating to a larger participant, even if the
participant’s market activity declines unexpectedly.
52]n other words, an international money transfer
provided by an international money transfer
provider with the help of an agent acting on the
provider’s behalf would count towards the annual
international money transfers of the provider but
not the agent. However, a nonbank covered person’s
aggregate annual international money transfers may
include transfers in which the nonbank covered
person acted as an agent on behalf of an affiliated
company that provided the transfer. This is because
such transfers are included in the annual
international money transfers of the affiliated
company and a nonbank covered person’s aggregate
annual international money transfers include the

of the definition, the Bureau proposed
to define an ““agent” to include an agent
or authorized delegate, as defined under
State or other applicable law, or an
affiliated company of a person that
provides international money transfers
when such agent, authorized delegate,
or affiliated company acts for that
person.53 Comments from industry and
a consumer advocacy group generally
supported this approach. For the
reasons that follow, the Bureau is
finalizing the approach to agents as
proposed.

Including transactions conducted by
an agent in calculating a provider’s
annual international money transfers is
consistent with the Remittance Rule,
which places liability on the remittance
transfer provider for violations by an
agent when the agent is acting for the
provider.5# Not counting transactions
conducted solely as an agent for a
provider in assessing the agent’s annual
international money transfers is also
consistent with the Bureau’s
determination that, for purposes of the
Remittance Rule, agents acting on behalf
of a remittance transfer provider are not,
in doing so, themselves acting as
remittance transfer providers.55
Although entities that act solely as
agents are not normally larger
participants of the market under the
Final Rule, the Bureau has the authority
to supervise service providers to larger
participants.5¢ Accordingly, where an
agent acts as a service provider to a
larger participant, the Bureau has the
authority to supervise the agent’s
performance of services for the larger
participant.57 In light of these
considerations, the Bureau believes it is
appropriate to count transactions in
which an agent acts on behalf of a
provider towards the annual
international money transfers of that
provider, and not towards the annual

annual international money transfers of each of its
affiliated companies due to the affiliate-aggregation
requirement discussed below.

53 The definition of “affiliated company” is found
in 12 CFR 1090.101.

5412 CFR 1005.35. This is also consistent with
the data analyzed by the Bureau prior to issuing the
proposal, which generally include transactions
conducted by agents on behalf of a provider in the
transaction total for the provider.

55 See Official Interpretations to Regulation E, 12
CFR part 1005, Supp. I, comment 30(f)-1.

5612 U.S.C. 5514(e); see also 12 U.S.C.
5481(26)(A) (defining service provider).

57 The Bureau also has the authority to supervise
any nonbank covered person that it “has reasonable
cause to determine, by order, after notice to the
covered person and a reasonable opportunity . . .
to respond . . . is engaging, or has engaged, in
conduct that poses risks to consumers with regard
to the offering or provision of consumer financial
products or services.” 12 U.S.C. 5514(a)(1)(C).

international money transfers of the
agent itself.

Several commenters expressed
support for this approach to handling
transactions provided with the
assistance of agents. One commenter
stated that it agreed with including
transfers by an agent when determining
whether a provider is covered and
agreed that transfers that an agent
conducts for other providers should not
be included in determining coverage.
This commenter nevertheless urged the
Bureau to simplify the specification of
which transfers by agents are included
in the calculation, without providing a
specific suggestion. The Bureau is
concerned that any such simplification
could alter how transactions involving
agents are handled, which the Bureau
believes the commenter did not intend.
In light of the important role that agents
play in the international money transfer
market, the Bureau has not changed this
aspect of the definition but believes that
streamlining the definition in the
manner described above will simplify
application of the agent provision as
well.

One commenter supported the
Bureau’s approach to defining “agent,”
noting that it is consistent with the
approach taken in other applications,
such as the Remittance Rule. Another
commenter stated that, to the extent
agency relationships are not already
well-defined, the Bureau should offer a
definition of “‘agent” that takes modern
methods of money transmission into
account. Rather than creating a self-
contained definition of “agent,” the
Bureau believes it is appropriate to
define the term “‘agent” for purposes of
this larger-participant rule by reference
to the law of agency from the States and
other applicable sources, which will
continue to develop and evolve as the
market changes. The Bureau is thus
finalizing the proposed definition of
“agent” and the approach to handling
transfers provided with the assistance of
an agent as proposed.

Affiliate aggregation. Under the Dodd-
Frank Act, the activities of affiliated
companies are to be aggregated for
purposes of computing activity levels
for rules under 12 U.S.C. 5514(a)(1).58
The Proposed Rule laid out an approach
for affiliate aggregation that was
consistent with the dual methods
proposed for calculating annual
international money transfers described
above. Several commenters expressed
support for affiliate aggregation, though
some requested clarification regarding

5812 U.S.C. 5514(a)(3)(B).
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the aggregation method in the Proposed
Rule.

In light of the adjustments described
above regarding the method of
calculating annual international money
transfers, the Bureau is making some
corresponding modifications to the
method for affiliate aggregation in the
Final Rule. Consistent with the
Proposed Rule, the Final Rule provides
that the annual international money
transfers of each affiliated company of a
nonbank covered person are calculated
separately in accordance with
paragraphs (i) and (ii) of the definition,
treating the affiliated company as if it
were an independent nonbank covered
person for purposes of the calculation.
As explained above, paragraphs (i) and
(ii) of the definition in the Final Rule
provide that annual international money
transfers are the international money
transfers provided in the preceding year.
To aggregate the annual international
money transfers of affiliated companies,
the Final Rule provides that the annual
international money transfers of a
nonbank covered person must be
aggregated with the annual international
money transfers of any person that was
an affiliated company of the nonbank
covered person at any time during the
preceding calendar year. The Final Rule
further provides that the annual
international money transfers of the
nonbank covered person and its
affiliated companies are aggregated for
the entire preceding calendar year, even
if the affiliation did not exist for the
entire calendar year. Because annual
international money transfers will in all
cases be calculated over the preceding
year, the Bureau is finalizing the rule
without the provisions in the Proposed
Rule that explained how to aggregate
affiliated companies’ annual
international money transfers if
calculations were done over different
time periods. These adjustments further
clarify and streamline the “aggregate
annual international money transfer”
definition, while accomplishing the
statutory requirement of affiliate
aggregation.

In their joint comment, two State
regulator associations requested
clarification regarding the operation of
the proposed “‘aggregate annual
international money transfer”
definition. They noted that many banks
utilize nonbank providers for remittance
transfers and suggested that issues could
arise if international transfers are
aggregated between affiliates and agents
without regard to the source of the
transfers. They also expressed concern
that there may be an issue with double
counting or artificially inflating the size
of measured entities, if business

customers, consumers, bank-to-bank
account transactions, and authorization
agents are all counted together.

The Bureau has crafted the Final
Rule’s definitions to ensure that the
term ‘“‘aggregate annual international
money transfers” only includes certain
transfers. Transactions for business
customers are not part of the criterion
because the rule only counts
transactions initiated by a consumer
primarily for personal, family, or
household purposes.?® With respect to
bank transactions, the rule as proposed
and finalized operates as follows: First,
only nonbank covered persons can be
larger participants under the test in
§1090.107(b).69 Second, if a larger
participant has an affiliate that is an
insured depository institution or
insured credit union, that affiliate is not
subject to the affiliate-aggregation
requirements of part (iii) of the
definition of “‘aggregate annual
international money transfers.”” 61 Third,
if a bank is operating as an agent on
behalf of an international money
transfer provider for some international
money transfers, those transfers would
be included in the provider’s count
pursuant to the agent provisions in part
(ii) of the definition. The Bureau expects
that the Final Rule’s streamlined
definition of “‘aggregate annual
international money transfers” will
make these aspects of the rule easier to
understand and apply.

The Bureau also received a joint
comment from a group of money
services providers requesting guidance
on how the Bureau plans to conduct
examinations of smaller affiliated
companies that would not be larger
participants but for their affiliation with
larger companies. The Bureau may
supervise these smaller affiliated
companies as part of an examination of
the larger affiliated company or
independently. Although the Bureau’s

59 As discussed below, ‘“‘sender” is defined to
mean ‘“‘a consumer in a State who primarily for
personal, family, or household purposes requests an
international money transfer provider to send an
international money transfer to a designated
recipient.” The Bureau recently provided further
guidance in the Remittance Rule commentary
relating to when senders are considered to be
requesting a transfer primarily for personal, family,
or household purposes, which may help to clarify
the meaning of the same terms in § 1090.107(a). 12
CFR part 1005, Supp. I, comment 30(g)-2 and
30(g)-3, available at http://
files.consumerfinance.gov/f/201408_cfpb_final-
rule_intl-money-transfer-small-entity.pdyf.

60 Pursuant to the definition in §1090.101, a
nonbank covered person does not include any
persons described in 12 U.S.C. 5515(a) and 5516(a).

61 This is because the affiliate-aggregation
requirement only applies to “affiliated companies,”
and the definition of “affiliated company” in 12
CFR 1090.101 specifically excludes insured
depository institutions and insured credit unions.

approach to examinations is not the
subject of this rulemaking, the Bureau
will exercise its supervisory authority
with respect to affiliated companies
using a risk-based approach and will
coordinate with appropriate State
regulators, just as it does with respect to
other supervised nonbank entities.

In light of the considerations
described above, the Bureau is finalizing
the definition of “aggregate annual
international money transfers’ largely
as proposed. As noted, the Final Rule
includes a revised calculation method
based on the preceding year’s transfers
with corresponding changes in the
affiliate-aggregation approach.

Designated Recipient

The Bureau proposed to define
“designated recipient” in § 1090.107(a)
as any person specified by the sender as
the authorized recipient of an
international money transfer to be
received at a location in a foreign
country. This proposed definition was
based on the definition of “designated
recipient” in the Remittance Rule,%2 but
replaced ‘“‘remittance transfer” with
“international money transfer”” and
incorporated the larger-participant
definition of “person” from § 1090.101.
The Bureau intends the term
“designated recipient” to be interpreted
based on the interpretation of the term
in the Remittance Rule, including its
commentary,®3 to the extent appropriate
given the different regulatory contexts of
the definitions. The Bureau did not
receive any comments that specifically
addressed the definition of “designated
recipient”” and is adopting the definition
of “designated recipient”” as proposed.

International Money Transfer

Proposed § 1090.107(a) defined the
term ‘‘international money transfer” to
mean the electronic transfer of funds
requested by a sender that is sent by an
international money transfer provider to
a designated recipient. As proposed, the
term applied regardless of whether the
sender holds an account with the
international money transfer provider,
and regardless of whether the
transaction also is an “electronic fund
transfer,” as defined in Regulation E, 12

6212 CFR 1005.30(c).

63 See Official Interpretations to Regulation E, 12
CFR part 1005, Supp. I, comment 30(c). The Bureau
recently added to comment 30(c) in the Remittance
Rule commentary, which is available at http://
files.consumerfinance.gov/f/201408_cfpb_final-
rule_intl-money-transfer-small-entity.pdf. The
Bureau intends that this additional commentary
and any future amendments to the Remittance Rule
commentary will be used when interpreting the
definition of “designated recipient” in this Final
Rule, to the extent appropriate given the different
regulatory contexts.
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CFR 1005.3(b). The proposed definition
did not include certain transfers related
to the purchase or sale of a security or
commodity that are excluded from the
definition of “electronic fund transfer”
under 12 CFR 1005.3(c)(4). The Bureau
received several comments discussing
the relationship of the term
“international money transfer” to the
term “‘remittance transfer” in the
Remittance Rule, as well as one
comment that requested clarification
about the Proposed Rule’s impact on
broker-dealers. For the reasons set forth
below, the Bureau is finalizing the
definition of “international money
transfer”” as proposed.

The proposed definition of
“international money transfer”” tracked
the Remittance Rule’s definition of
“remittance transfer,” 64 except in two
respects. First, the proposed definition
substituted “international money
transfer provider” in each place where
the term ‘“‘remittance transfer provider”
appears in 12 CFR 1005.30(e). Second,
the Proposed Rule defined
“international money transfer” without
regard to the amount of the transfer,
unlike the Remittance Rule, which
excludes transfers of $15 or less from
the definition of “remittance
transfer.” 65

The Bureau received several
comments on the proposed definition of
“international money transfer.” These
commenters generally agreed with the
approach of basing the definition of
“international money transfer”” on the
definition of “remittance transfer” in
the Remittance Rule, and some
expressed support for the specific
changes in the Proposed Rule. One
commenter encouraged the Bureau to
use the definition of “remittance
transfer”” in the Remittance Rule
without any changes, on the ground that
the proposed changes would needlessly
invite confusion and disparate
interpretations by courts and other
officials. Another commenter
recommended that the Bureau exclude
transfers of $15 or less in order to be
consistent with the Remittance Rule,
expressing concern that not doing so
would cause confusion and inconsistent
application of standards in
examinations because examiners will be
examining for compliance with the
Remittance Rule.

The Bureau does not agree that the
differences between the Proposed Rule’s
definition of “international money
transfer”” and the definition of
“remittance transfer” are needless or
that it would be clearer to use the term

6412 CFR 1005.30(e).
6512 CFR 1005.30(e)(2)(i).

“remittance transfer” in this rule. The
Remittance Rule includes an exclusion
for transfers of $15 or less 66 because the
Dodd-Frank Act’s definition of
“remittance transfer”” does not include
transfers “in an amount that is equal to
or lesser than the amount of a small-
value transaction determined, by rule, to
be excluded from the requirements
under section 906(a) [of EFTA].” 67
While the Dodd-Frank Act’s definition
of “remittance transfer” is applicable to
the Remittance Rule, it is not applicable
to the Bureau’s authority to supervise
larger participants in markets for
consumer financial products or services.
The Bureau proposed to include small-
value transactions as “international
money transfers” on the ground that
small-value transactions comprise part
of the same market as larger transactions
and the number of international money
transfers provided by an international
money transfer provider reflects the
extent of a provider’s market
participation. The comments did not
provide new information to the
contrary. Because the scope of transfers
covered by the term “international
money transfer’’ differs from the scope
of the term “‘remittance transfer,” 68 the
Bureau believes it is appropriate to use
a different name than “remittance
transfer.”

The Bureau does not believe that
different definitions in the Remittance
Rule and this rule will create significant
confusion or result in inconsistent
application of standards in the
examination process because the two
rules serve different purposes. The
definition of “international money
transfer” will be used to identify the
transfers to be counted when assessing
whether an entity is large enough to be
subject to Bureau supervision as a larger
participant. It does not determine the
scope of any substantive consumer
protection requirement, nor does it
determine the limits of the Bureau’s
examination authority over entities that
are larger participants. If an entity is
determined to be a larger participant,
the Bureau may examine the entire
entity for compliance with all Federal

66 Id.

6715 U.S.C. 16930-1(g)(2)(B). The Board of
Governors of the Federal Reserve System previously
determined by rule that financial institutions are
not subject to the EFTA section 906(a) requirement
to provide electronic terminal receipts for small-
value transfers of $15 or less. 12 CFR 1005.9(e).

68 For example, as noted above transfers of $15 or
less may be international money transfers but are
not remittance transfers. Additionally, transfers that
are sent by depository institutions may be
remittance transfers but cannot be international
money transfers because, as explained below, an
international money transfer provider must be a
nonbank covered person.

consumer financial law and assess and
detect risks to consumers or to markets
for consumer financial products and
services posed by any activity of the
entity, not just the activities that
initially rendered the entity subject to
Bureau supervision.®® By contrast, the
definition of “remittance transfer” in
the Remittance Rule determines which
transfers are subject to the substantive
requirements of the Remittance Rule. In
light of the different functions of these
two definitions, the Bureau believes that
the differences in the definitions are
warranted and unlikely to result in
significant confusion.”°

The Bureau also does not expect the
difference in definitions between
“remittance transfer” and “international
money transfer” to cause courts or
others to misinterpret the term
“international money transfer.” As the
Bureau stated in its proposal, the
Bureau intends the term “international
money transfer” to be interpreted in the
same manner as the term “remittance
transfer,” with the terms ‘“‘electronic
transfer of funds” and “‘sent by an
international money transfer provider”
interpreted based on the interpretation
of parallel terms in Regulation E,”1 to
the extent appropriate given the
definitions’ different regulatory
contexts. Of course, where the
definitions differ (as, for example, with
the small-value transaction exclusion),
differing interpretations would be
appropriate. The Bureau therefore
declines to make any changes based on
the comments received.

In addition to the comments that
specifically addressed the definition of
“international money transfers,” the
Bureau also received a comment from a
trade association working group made
up of broker-dealers that provide
remittance transfer services. The group
noted that the Bureau’s Proposed Rule
does not specifically discuss broker-
dealers regulated by the Securities and
Exchange Commission (SEC). The group
cited Dodd-Frank Act section 1027(i)(1),
which provides that “[t|he Bureau shall
have no authority to exercise any power
to enforce this title with respect to a

6912 U.S.C. 5514(b); 77 FR 42874, 42880 (July 20,
2012).

70 The commenters did not identify any
significant administrative challenges that would
make it difficult to include small-value transactions
when counting the total number of international
money transfers provided by a nonbank covered
person. Indeed, as the Bureau mentioned in the
Proposed Rule, the State supervisory data obtained
by the Bureau for this rulemaking include transfers
of $15 or less.

71 See Official Interpretations to Regulation E, 12
CFR part 1005, Supp. I, comment 30(e).
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person regulated by the Commission.” 72
It asked the Bureau to acknowledge this
statutory exclusion in the Final Rule
itself on the ground that this would
alleviate any potential confusion or
misinterpretation among broker-dealers.
The commenter did not suggest how the
Proposed Rule might contravene the
limitations on the Bureau’s authority to
exercise its power to enforce title X with
respect to persons regulated by the
Commission, and the Bureau does not
believe that the Proposed Rule is
inconsistent with these limitations.
Moreover, the Final Rule does not
require persons to take any action
except in response to the initiation of
supervisory activity by the Bureau, and
the Bureau does not initiate supervisory
activity if it believes that doing so
would exceed its authority under the
Dodd-Frank Act, or any other applicable
law. Accordingly, the Bureau does not
believe that it is necessary to recite the
section 1027(i) exclusion or any other
statutory exclusion in the Final Rule.

The Bureau notes that like the
Remittance Rule and Regulation E
generally, the proposed definition of
“international money transfer” already
excludes a transfer of funds if the
primary purpose of the transfer was the
purchase or sale of a security or
commodity regulated by the

7212 U.S.C. 5481(21) defines “person regulated
by the Commission” as a person who is:

(A) a broker or dealer that is required to be
registered under the Securities Exchange Act of
1934;

(B) an investment adviser that is registered under
the Investment Advisers Act of 1940;

(C) an investment company that is required to be
registered under the Investment Company Act of
1940, and any company that has elected to be
regulated as a business development company
under that Act;

(D) a national securities exchange that is required
to be registered under the Securities Exchange Act
of 1934;

(E) a transfer agent that is required to be
registered under the Securities Exchange Act of
1934;

(F) a clearing corporation that is required to be
registered under the Securities Exchange Act of
1934;

(G) any self-regulatory organization that is
required to be registered with the Commission;

(H) any nationally recognized statistical rating
organization that is required to be registered with
the Commission;

(I) any securities information processor that is
required to be registered with the Commission;

(J) any municipal securities dealer that is required
to be registered with the Commission;

(K) any other person that is required to be
registered with the Commission under the
Securities Exchange Act of 1934; and

(L) any employee, agent, or contractor acting on
behalf of, registered with, or providing services to,
any person described in any of subparagraphs (A)
through (K), but only to the extent that any person
described in any of subparagraphs (A) through (K),
or the employee, agent, or contractor of such
person, acts in a regulated capacity.

Commission, or purchased or sold
through a broker-dealer regulated by the
Commission.”3 The broker-dealer trade
association working group did not
address this proposed exclusion in its
comment, and the Bureau did not
receive any other comments relating to
this particular exception.

The Bureau has limited information
about the volume of broker-dealers’
transactions that are international
money transfers under the Proposed
Rule because the primary data sources
used by the Bureau in this rulemaking
do not include any broker-dealers
registered with the Commission and the
trade group commenter and other
commenters did not provide any data.
However, the Bureau is not aware of any
broker-dealer registered with the
Commission that would meet the
threshold of one million aggregate
annual international money transfers
under the definitions as proposed, and
no commenter identified any.”# The
Proposed Rule incorporates an
exclusion from Regulation E that
encompasses those broker-dealer
transactions that the Bureau believes
should be excluded from the
international money transfer market.
Accordingly, the Bureau is finalizing the
definition of “international money
transfer’” as proposed.

International Money Transfer Provider

Proposed § 1090.107(a) defined the
term “international money transfer
provider” to mean any nonbank covered
person that provides international
money transfers for a consumer,
regardless of whether the consumer
holds an account with such person.

73 This is because the proposed definition
excludes any transfer that is excluded from the
definition of “‘electronic fund transfer”” under 12
CFR 1005.3(c)(4).

74In a letter sent outside this rulemaking, one
industry trade association working group indicated
that its broker-dealer members send an average of
approximately 43,000 wires annually per firm.
Letter from Manisha Kimmel, Executive Director,
Financial Information Forum, to David Blass, Chief
Counsel, SEC Division of Trading and Markets (Dec.
12, 2012), available at http://www.sec.gov/
divisions/marketreg/