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·. ~~ · lJ.S. Department of Homeland Security 
'"~J:?~- · P. .. o. Box t052'6 

TO: 

Ken Szymusiak CEcD 
Lansing Economic Area Partnership 
500 E. Michigan Avenue 
Lansing, MI 48912 

.· taguria Nf~~_ei.cA 92607-0526 
' i 

U.S. Citizenship 
and Immigration 
Services 

DATE: ~JAN 2 4 ZOQ 

Application: Form I-924 

File: RCW1031910174 

Unique Identifier: ID 1 0 3191 017 4 

RE: Reaffirmation of Regional Center Designation Following Submission of Form I-92 4A 

DECISION 

This notice is in reference to the regional center designation for the Lansing Economic Development 
Corporation Regional Center which was issued by the U.S. Citizenship and Immigration Services ("USCIS") 
on April 20, 2010. The Regional Center designation was initially granted in accordance with the Immigrant 
Investor Pilot Program ("Pilot Program") established by Section 610 of the Departments of Commerce, 
Justice and State, the Judiciary, and Related Agencies Appropriations Act of 1993, Pub. L. 102-395, as 
amended (Public Law 1 02-395). However, regional center designations remain subject to annualized 
reporting requirements. 

Accordingly, users notified the Lansing Economic Development Corporation Regional Center on May 5, 
2012 of its intent to terminate the existing regional center designation pursuant to 8 CFR § 204.6(m)(6) 
for failing to timely file the Form I-924A, Supplement to Form r-924, for fiscal year 2011. The Notice of 
Intent to Terminate provided the principal of the Lansing Economic Development Corporation Regional 
Center an opportunity to submit the required Form I-924A. 

In response to the Notice oflntent to Terminate, users received the requin:d Form I-924A for Lansing 
Economi.c Development Corporation Regional Center for fiscal year 2011 on May 24, 2012. Accordingly, 
USCIS reaffirms the existing regional center designation for Lansing Economic Development Corporation 
Regional Center. 

Sincerely, 

Daniel M. Renaud 
Acting Director, California Service Center 

www.dhs.gov 
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Additional Information for Applicants and Petitioner·s 

General 

The filing of an application or petition does not in itself allow 
a person to enter or remain in the United States and does not 
confer any other right or benefit.· 

Inquiries 

If you do not hear from us within the processing time given on 
this notice and you want to know the status of this case, use 
InfoPass at www.uscis.gov to contact your local USCIS office 
or call our National Customer Service Center at 1-800-375 
-5283. 

You should follow the same procedures before contacting your 
local users office if you have questions about this notice. 

Please have this form with you whenever you contact a local 
office about this case. 

Requests for Evidence 

If this notice asks for more evidence, you can submit it or you 
can ask for a decision based on what you have already filed. 
When you reply, please include a copy of the other side of this 

·notice and also include any papers attached to this notice. 

Reply Period 

If this notice indicates that you must reply by a certain date 
and you do not reply by that date, we will issue a decision 
based on the evidence on file. No extension of time will be 
gia~ted. After we issue a decision, any new evidence must be 
submitted with a new application or petition, motion or appeal, 
as discussed under "Denials". 

· Approval for a Petition 
Approval of an immigrant or nonimmigrant petition means 
that the beneficiary, the person for whom it was filed, has been 
·found eligible for the requested classification. However, 
approval of a petition does not give any status or right. Actu~l 

··status is given when the beneficiary is given the proper visa 
· and uses it to enter the United St~tes. Please contact the 
appropriate U.S. consulate drrectly if you have any questions 
about visa issuance. 

For nortirnmigrant petitions, the beneficiary should contact the 
consulate after receiving our approval notice. For approved 
immigrant petitions, the beneficiary should wait to be 
contacted by consulate. 

If the beneficiary is now in the United States and believes he 
or she may be eligible for the new status J,ithout going abroad 
for a visa, he or she should use InfoPass t6 contact a local 
US CIS office about applying here. 

Denials 

A denial means that after every consideration, US CIS 
concluded that the evidence submitted dictl not establish 
eligibility for the requested benefit I 

lf_Y?U. ~elieve there is more evide~ce ~hat fill e.s~ablish 
ellgtbtltty, you can file a new application 0r petttlon, or you 
can file a motion to reopen this case. Ifyoh believe the denial 
is inconsistent with precedent decisions ori regulations, you 
can file a motion for reconsideration. 

If the front of this notice states that this denial can be appealed 
and you believe the decision is in error, ydu can file an appeal. 
You can obtain more infonnation about thbse processes by 
either using InfoPass to contact your localiUSCIS office, or by 
calling the National Customer Service Center. 

I Form I-797E (Rev. 05/05/06) 
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This Notice of Intent to Terminate affects the Lansing Economic Development Corporation Rygional Center 
(LEDCRC) which was initially approved and designated as a qualifying regional center in dhe Immigrant 
Investor Pilot Program ("Pilot Program") by the U.S. Citizenship and Immigration Servic~s (USCIS) on 
April 20, 2010, pursuant to Section 610 of the Deparnnents of Commerce, Justice and State,l the Judiciary, 
and Related Agencies Appropriations Act of 1993, Pub. L. 102-395, as amended (Public Law 102-395). 

I. PROCEDURAL HISTORY AND BACKGROUND 

LEDCRC initial regional center designation Form I-924 regional center proposal was filed on March 11, 
• . I 

2 009. LEDCRC was granted the regional center designation in order to promote the goals of tihe Pilot 
Program. LEDCRC was approved to attract immigrant investor capital into an area comprised bf the city of 
Lansing, Michigan, focusing on loans to 3rd party enterprises and/or equity investments in reh estate 
construction, renovation and management, and provide equipment for new and existing busibesses. The 
LEDCRC shall focus the investment into new commercial enterprises to include the promotion! of capital 
investment opportunities in the following target industry categories that were approved: 

1. Mixed Use Development. 
2. Hospitality /Tourism. 
3. Manufacturing/Warehousing. 
4. Information Tecnology /Biotechriology /Hi -tecnolo gy. 
5. Higher Education. · 

The purpose of this letter is to notify LEDCRC that USCIS intends to terminate the existing designation as a 
regional center for participation in the Pilot Program pursuant to8 CFR § 204.6(m)(6). k explanation 
follows .. 

II. REGIONAL CENTER STATUTORY AND REGULATORY FRAMEWORK 

Section 610 of the Departments of Coinmer~:;e, Justice and State, the Judiciary, and Related Agencies 
Appropriations Act of 1993, Pub. L. 102-395 (Public Law 102-395), as amended, provides: 

(a) Of the visas othei:wise available under section 203(b)(5) of the Immigration and :t-fationality 
· Act (8 U.S.C. 1153(b)(5)), the Secretary of State, together with the Secretary of I;Jomeland 

Security, shall set aside visas for a pilot program to implement the provisions of such section. 
Such pilot program shall involve a regional center in the United· States, designatJd by the 
Secretary of Homeland Security on the basis ~f a general proposal, for the pro~otion of 
economic growth, including increased export sales, improved regional productivity, job 
creation, or increased domestic capital investment. A regional center shall have jwisdittion over 
a limited geographic area, which shall be described in the proposal and consistent! with the 
purpose of concentrating pooled investment in defmed economic zones. The .establishment of a 
regional center may be based on general predictions, contained in the proposal, concbning the 
kinds of commercial enterprises that will receive capital from aliens, the jobs thit will be 
created direcdy or indirecdy as a result of such capital investments, and the othe~ positive 
economic effects such capital investments will have. 

(b) For purposes of the pilot program established in subsection (a), beginning on October
1

1, 1992, 
but no later than October 1, 1993, the Secretary of State, together with the Se\l:retary of 
Homeland Security, shall set aside 3000 visas annually until September 30, 2012 tb include 

ATTACHMENT TO I-797 
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such aliens as are eligible for admission under section 203(b)(5) of the Immigration and 
Nationality Act and this section, as well as spouses or children which are eligible, ~mder the 
terms of the Immigration and Nationality Act, to accompany or follow to join such ali~ns. 

I 

(c) In determining compliance with section 203(b)(S)(A)(iii) of the Immigration and ~ationality 
Act, and notwithstanding the requirements of 8 eFR § 204.6, the Secretary of Nomeland 
Security shall permit aliens admitted under the pilot program described in this Jection to 
establish reasonable methodologies for determining the number of jobs created by I the pilot 
program, including such jobs which are estimated to have been created indirectl~ through 
revenues generated from increased exports, improved regional productivity, job creation, or 
increased domestic capital investment resulting from the pilot program. 

(d) In processing petitions under section 204(a)(l)(H) ofthe Immigration and Nationa4ty Act (8 
U.S.e. 1154(a)(l)(H)) for classification under section 203(b)(5) of such Act (8 U.S.e. 
115 3 (b) ( 5)), the Secretary of Homeland Security may give priority to petitions filed I by aliens 
seeking admission under the pilot program described in this section. Notwithstan~g section 
203(e) of such Act (8 U.S.e. 1153(e)), immigrant visas made available under sudh section 
203(b)(5) may be issued to such aliens in an order that takes into account any priority 
accorded tmder the preceding sentence. 

The regulation at 8 CFR § 204.6(m)(6) provides: 

· ( 6) Termination of participation .of regional centers. To ensure that regional centeJJs continue to 
meet the requirements of section 61 0 (a) of the Appropriations Act, a regional center I must provide 
USCIS with updated information to demonstrate the regional center is continuing to promote 
economic growth, improved productivity, job creation, or increased domestic capital domestic in· 
the approved geographic area. Such information must be submitted to users on ani annual basis, 
on a cumulative basis, and/ or as otherwise requested by USCIS, using a form desigp.ated for this 
purpose. users will issue a notice of intent to terminate the participation of the regi~mal center in 
the pilot program if a regional center fails to submit the required informatiob or upon a 
determination that the regiOnal center no .longer serves the purpose of promoti~g economic 
growth, including increased export sales, improved regional productivity, job treation, and 
increased domestic capital investment. The notice of intent to terminate shall be mad~ upon notice 
to the regional center and shall set forth the reasons for termination. The regional c~nter must be 
provided 3 0 days from receipt of tl:ie notice of intent to terminate to offer evidence in opposition 
to the ground or grounds alleged in the notice of intent to temi.inate. If USOS deterrhlnes that the 
regional center's participation in the Pilot Program should be terminated, users sHall notify the 

. . I 

regional center of the decision and of the reasons for termination. As provided in 8 eFR § 103.3, 
the regional center may appeal the decision to USCIS within 30 days after service ofnJtice. 

III. ANALYSIS 

All designated regional centers must meet tl1e EB-5 statutory and regulatory criteria in order to maintain a 
regional center within which immigrant investors seeking to obtain permanent resident status! under INA § 
203{b)(5) will be able to successfully invest in a new commercial enterprise (as described in 8 eFR § 
204.6{h)) with a qualifying investment that will benefit the United States economy and cr~ate 10 jobs, 
including jobs indirectly created through the new commercial enterprise. · 

AITACHMI!NT TO I-797 
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0 

Tide 8 Code of Federal Regulations at Part 204.6(m) (6) states that each regional center must demonstrate 
economic growth, improved regional productivity, job creation,.or increased domestic capitallinvestment 
by the submission of updated information on an annual basis, on a cumulative basis, and/or o

1

therwise 
requested by US CIS to ensure each regional center continues to meet the requirements of section 61 0 (a) 
of the Appropriations Act. The form that is used to demonstrate a regional center's continued !eligibility 
for regional center designation is the Form I-924A, Supplement to Form I-924. Each designatrd regional 
center must file a Form I-924A for each fiscal year (October through September 30) within 90 days after 
the end of the fiscal year (on or before December 2 9) of the calendar year in which the fiscal year ended. 

Failure to timely file a Form I-924 Supplement (Form I-924A) for each fiscal year in Luch the 
regional center has been designated for participation in the Immigrant Investor Pilot Program will 
result in the issuance of an intent to terminate the participation of the regional center inl the Pilot 
Program, which may ultimately result in the termination of the approval and designation of the 
i:'egionalcenter. · . . . I 

USCIS records do not show that LEDCRC filed a Formi-924A, Supplement to Form I-924 for fiscal year 
2011. Therefore, USCIS, hereby gives notice of its intent to terminate LEDCRC for failing to file Form 

.. I-924A. 

You have 33 days from the date of this notice to submit a fully executed Form I-924A in accordance with 
the Form I-924A filing instructions. In the event LEDCRC does not respond within the tirrieframe noted 

. above, or does. not provide the required fully executed Form I-924A, then LEDCRC's dJignation as a 
regional center will be terminated and you will receive. written notification of the fin~ decision to 
terminate the LEDCRC regional center designation. 

Please mail the fully executed Form I-924A to the address noted below, and include a copy of this letter 
· on top of your submission. 

USCIS California Service Center 
P.O. Box 10526 
Laguna Niguel, CA 92607 ~0526 

If your submission is more than several pages, please use fasteners to attach the documents at the top of 
each page, accompanied by an index ·of exhibits. 

ATTACHMENT TO l-797 
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April 20, 2010 

Robert L Trezie, Jr. 

0 

R!C!tV!D 

APR 2 G 2010 

ECONO!It!C DEVELOPM;.~T CORP. 

Cl 0 Lansing Redevelopment Corporation 
401 S. Washington Sq. Suite 100 
Lansing, MI 48933 

Application: 
Applicant ( s): 
Re: 

Request for Designation as a Regional Center 
Robert L. Trezie, Jr. 
LEDC Regional Center 

0 
u;s. Department of : omeland Security 
24000 Avila Road, 2j Floor 
Laguna Niguel, CA 92677 

I 

U.S. Citizenship 
and Immigtjation · 
Services 

W09000540 

Pursuant to Section 610 of the Appropriations Act of 1993, on March 11, 2009, Robert L. Trezie, Jr., 
submitted a proposal seeking approval and designation by U.S. Citizenship and Immigration Services (USCIS) of 
the LEDIC Regional Center. 

Based on its review and analysis of your proposal, and of your response to the USCIS Request Fori Evidence, 
USCIS hereby designates LEDC Regional Center as a Regional Center within the Immigrant Investor Pilot 
Program and approves the request as described below: 

GEOGRAPHIC AREA: 

The LEDC Regional Center shall have a geographic scope which includes theCity ofLansing, Michigan. 

FOCUS OF INVESTMENT ACTIVITY: 

As depicted in the economic model, the general proposal and the economic analysis, the Regional Center will 
engage in the following economic activities: Loans to 3rd party enterprises and/or equity invesnrlents in real 

·estate construction, renovation and management, and provide eq¢pment for new and existing bJsinesses. 

The Regional Center for EB-5 Immigrant purposes shall focus investments into new commercialkterprises, in 
the following five ( 5) target industry economic clusters: 

1. Mixed Use Development 
2. Hospitality /Tourism 
3. Manufacturing/Warehousing 
4. Information Technology/Biotechnology/Hi-technology 
5. Higher Education 

If any investment opportunities arise that are beyond the scope of the approved industry clusters, then an 
amendment would be required to add that cluster. 

www.uscis.gov 
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Aliens seeking immigrant visas through the Immigrant Investor Pilot Program may file individual petitions with 
USCIS for these commercial enterprises located within the approved Regional Center area. Fo~ any alien · 
requesting the reduced threshold of$500,000 based upon an investment in a Targeted Employment area, the 
alien must establish at the time of filing of the I-526 petition that either the investment will b1e made in a TEA 
designated area or was in a TEA designated area at the time of the alien's initial investment info the enterprise. 

EMPLOYMENT CREATION 

Immigrant investors who file petitions for commercial enterprises located in the Regional Cemter area must 
fulfill all of the requirements set forth in 8 CFR 204.6. The approved econometric model as described by the 
Regional Center Is RIMS II, I · . . I 

In addition, where job creation or preservation of existing jobs is claimed based on a multip~er rooted in 
underlying new "direct jobs", the immigrant investor's individual I-526 petition affiliated with your Regional 
Center, should include as supporting evidence: 

• A comprehensive detailed business plan with supporting financial, marketing and related data and 
analysis providing a reasonable basis for projecting creation of any new direct jobs fclr "qualifying 
employees" to be achieved/realized within two years pursuant to 8 CFR 204.6U)(4)1(B). 

An alien investor's I-829 petition to remove the conditions which was based on an I-526 petition approval that 
. I 

involved the creation of new direct jobs or the creation of new indirect jobs based on a multiplier tied to 
underlying new direct jobs needs to be properly supported by evidence of job creation. To svpport the full 
number of direct and indirect n:ew jobs being claimed in connection with removal of conditions, the petition 
will need to be supported by probative evidence of the number of new direct full time (35 Hours per week) 
jobs for qualified employees whose positions have been created as a result of the alien's inve~tment. Such 
evidence may include copies of quarterly state employment tax reports, Forms W-2, Forms r

1

L9, and any other 
pertinent employment records sufficient to demonstrate the ninnber of qualified employees whose jobs were 
created directly. 

Additional Guidelines for individual Immigrant Investors Visa Petition (I-526) 

Each individual petition, in order to demonstrate that it is associated with the Regional Center, in conjunction 
with addressing all the requirements for an individual immigrant investor petition, shall alsd contain as 
supporting evidence relating to this Regional Center designation, the following: 

1. A copy of this letter, the Regional Center approval and designation. 

2. A comprehensive and detailed business plan for the specific job creating project(s) and/or investment 
activity. · 

3. A revised copy of the job creation methodology required in 8 CFR 204.6U)(4)(iii). 

4. A legally executed copy of any: 

a. Private Placement Memorandum; 
b. Subscription Agreement; 
c. Operating Agreement; 
d. Escrow Agreement, if any; 

1 A review of the economic analysis shows that the submitted data improperly calculates total empl?yment. As the 
RIMS II multiplier measures both direct and indirect jobs in its calculation, there is no need to add direct employment to 
the RIMS II employment output total. However, because a revised calculation shows that sufficient jobs will be created 
using your exemplar pions; this issue has not precluded the approval of this proposal. I , · 

')I 
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e. Organizational documents for the commercial enterprise. 

0 

DESIGNEE'S RESPONSIBILITIES INHERENT IN CONDUCT OF THE REGIONAL CENTER: 

. . I 
The law, as reflected in the regulations at 8 CFR 204.6(m)(6), requires that an approved Reg}onal Center in 
order to maintain the validity of its approval and designation must continue to meet the statutory requirements 
of the Immigrant Investor Pilot Program by serving the purpose of promoting economic grofth. including 
increased export sales (where applicable), improved regional productivity, job creation, and increased domestic 
capital investment. Therefore, in order for USCIS to determine whether your Regional Centh is in compliance 
with the above cited regulation, and in order to continue to operate as a USCIS approved an~ designated 
Regional Center, your administration, oversight, and management of your Regional Center shall be such as to 
monitor all investment activities under the sponsorship of your Regional Center and to maintain records, data 
and information on a ·quarterly basis in order to report to users upon request the following year to date 
information for each Federal Fiscal Year2• commencing with the initial year as follows: . I 

1. Provide the principal authorized official and point of contact of the Regional Center responsible for 
the normal operation, management and administration of the Regional Center. 

2. Be prepared to explain how you are administering the Regional Center and how you will be actively 
engaged in supporting a due diligence screening of its alien investors' lawful sourte of capital and 
the alien investor's ability to fully invest the requisite amount of capital. 

3. Be prepared to explain the following: 

a. · How the Regional Center is actively engaged in the. evaluation, oversight and follow up on 
any proposed commercial activities that will be utilized by alien investors. 

b. How the Regional Center is actively engaged in the ongoing monitoring, evaluation, 
oversight and follow up on any investor commercial activity affiliated thrqugh the Regional 
Center that will be utilized by alien investors in order to create direct and1or indirect jobs 
through qualifying EB-:-5 capital investments into commercial enterprises within the Regional 
Center. 

4. Be prepared to provide: 

a. the name, date of birth, petition receipt number, and alien registration number (if one has 
been assigned by users) of each principal alien investor who has made ari investment and has 
filed an EB-5/I-526 Petition with USCIS, specifying whether: 

i. the petition was filed, 
ii. was approved, 

m. denied, or 
iv. withdrawn by the petitioner, together with the date(s) of such ert. 

b. The total number of visas represented in each case for the principal alien investor identified in 
4.a. above, plus his/her dependents (spouse and children) for whom irruhlgrant status is 
sought or has been granted. 

c. The country of nationality of each alien investor who has made an investment and flied an 
EB-5/I-526 petition with usas. I 

d. The U.S. city and state of residence (or intended residence) of each alien investor who has 
made an investment arid filed an EB-5/I-526 petition with users. 

2 A Federal Fiscal Year runs for twelve consecutive months from October 151 to September 30th. 
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e. For each alien investor listed in item 4.a., above, identify the following: 

i. the date( s) of investment in the commercial enterprise; 

ii. the amount(s) of investment in the commercial enterprise; and 

iii. the date(s), nature, and amount(s) of any payment/remuneration/profit/return on 
investment made to the alien investor by the commercial enterprise and/ or Regional 
Center from when the investment was initiated to the present. 

5. Be prepared to identify /list each of the target industry categories of business activiey within the 
geographic boundaries of your Regional Center that have: 

a. received alien investors' capital, and in what aggregate amounts; 

b. received non-EB-5 domestic capital that has been combined and invested together, specifying 
the separate aggregate amounts of the domestic investment capital; I . . . 

c. of the total investor capital (alien and domestic) identified above in 5.a and S.b, identify and 
list the following: · · J 

i. The name and address of each "direct" job creating commercial en:terprise. 
ii. The industry category for each indirect job creating investment activity. · 

6. Be prepared to provide: 

a. The total aggregate number of approved EB-5 alien investor I-526 petitions per each Federal 
Fiscal Year to date made through your Regional Center. 

b. The total aggregate number of approved EB-5 alien investor 1-829 petitions per each Federal 
Fiscal Year to date through your Regional Center. 

7. The total aggregate sum ofEB-5 alien capital invested through your Regional Center for each Federal 
Fiscal Year to date since your approval and designation. . I 

8. The combined total aggregate of "new" direct and/ or indirect jobs created by EB-p investors through 
your Regional Center for each Federal Fiscal Year to date since your approval and dlesignation. 

9. If applicable, the total aggregate of ~·preserved" or saved jobs by EB- 5. alien investLs into troubled 
businesses through your Regional Center for each Federal Fiscal Year to date since your approval and 
designation. 

10. If for any given Federal Fiscal Year your Regional Center did or does not have investors to report, 
then provide: 

a; a detailed written explanation for the inactivity, 

b. a specific plan which specifies the budget, timelines, milestones and critical steps to: 

i. actively promote your Regional Center program, · 

ii. identify and recruit legitimate and viable alien investors, and 

10 



0 0 
LEDC Regional Center/W09000540 
Page 5 

iii. a strategy to invest into job creating enterprises and/ or investment activities within 

the Regiorial Center. . . . l 
11. Regarding your website, if any, please be prepared to provide a hard copy which r~presents fully · 

what your Regional Center has posted on its website, as well as providing your web address. 
Additionally, please provide a packet containing all of your Regional Center's hard topy promotional 
materials such as brochures, flyers, press articles, advertisements, etc. 

12. Finally, please be aware that it is incumbent on each USCrS approved and designated Regional Center, 
in order to remain in good standing, to notify the users within 15 business days at 
USCIS.InimigrantinvestorProgram@dhs.gov of any change of address or occurrenc~ of any material 
change in: 

• the name and contact information of the responsible official and/ or Point of Contact (POC) for 
theRe 

• the management and administration of the RC, 
• the RC structure, 
• the RC mailing address, web site address,. email address, phone and fax number, 
• the scope of the RC operations and focus, 
• the RC business plan, 
• any new, reduced or expanded delegation of authority, MOU, agreement, contract, etc. with 

another party to represent or act on behalf of the RC, 
• the economic focus of the RC, or 
• any material change relating to your Regional Center's basis for its most recent designation 

and/ or reaffirmation by users. 

If you have any questions concerning the Regional Center approval and designation under the Immigrant 
Investor Pilot Program, please contact the USCIS by Email at USCIS.ImmigrantlnvestorPrograln@dhs.gov: 

Christina Poulos 
',-

Director 
California Service Center 

"I 
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Department of Homeland Security 0 
U.S. Citizenship and Immigration. Service . : I-797E, Notice of Action 

A# ·Application/Petition 

1-=--:-~---------t--:--:-:--"":19:=-24 A lication for Re ional 'Center under Immi ant Investor Pilot Pro ram 
Receipt # Application/Petitioner 

RCW1031910174 La 
Notice Date I Page 

May 2, 2012 1 of 4 

Robert L. Trezise, JR. 
C/0: Lansing Redevelopment Corporation 
401 S. Washington Square, Suite 100 
Lansing, MI 48933 

.Intent to Terminate Processing 
Coversheet 

I Notl<O '"'""""' 

RETURN THIS BLUE PROCESSING COVERSHEET ON TOP OF YOUR 
RESPONSE TO THE INTENT TO TERMINATE. 

Note: You are given until June 1,·2012~~~·-iri which to submit the requested information to . 

the address at the bottom of this notice. 

RESPONSE TO AN INTENT TO TERMINATE 

For more information, visit our website at www.uscis~gov 

Or call us at 1-800-375-5283 

Telephone service for the hearing impaired: 1-800-767-1833 

CSC4639 WS22090 DIV III AC 

For non-US Postal Service 
Attn: EB 5 RC Proposal 
24000 Avila Road, 2nd Floor 
Laguna Niguel, CA 92677 

You will be notified separately about any other applications or petitions you fLied. Save this notice. Please enclose a copy of it 
if you write to us about this case,.or if you file another application based on this decision. Our address is: 

USCIS- CALIFORNIA SERVICE CENTER 
P.O. BOX 10590 
LAGUNA NIGUEL, CA 92607-0590 
800-375-5283 

1111111111111111111111 IIIII IIIII IIIII 1111111111 IIIII IIIII IIIII IIIII Ill IIIII 
RCW1031910174 

Please see additional information on the reverse side. 

COPY 
Form I-797E (Rev. 05/05/06) 
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I' : A.~~iti~mal Information for Applicants and Petitioners ., 

:: : ~~~Ill 
I• II' I Gene~al . . lj : .. :! i; I! . . · If the benefici~ i~ now in the United Stat~s and be~ieves he 

The fihng of an apphcati0n or petition ldoes not m itself allow or she may be ehgtble for the ne\Y status Without gomg abroad 
a person to enter or remaih irll the. uhitJd 'states and does not for a visa, he or she should use IrtfoPass to contact a local 

I[ II . "• I' I' usc s ffi b 1 . h confer any other right or \?,'.enefi( ,: r I t . I 0 tee a out app ymg ere. 
!' p '· ''II' I II . 'I ' I' 
I ' I I I 

Inquiries ji i , ;: i; I Denials : 
I' ., •I I 

If you do not,hear from u~:within ~d nrocessing time given on A denial means that after every c;,onsideration, USCIS 

h
. · d II· ,JL . 1..;1 1: 11 I f h' concluded that the evidence submitted did not establish 

t. ts notice an you want to 11 . .110W tuel status o t ts case, use 
InfoPass at www.uscis.g~lv t& contadt ~o~ local USCIS office eligibility for the requested benefit. 

111 ' II . · . If' 'I I' If you believe there is more evid;ence that will establish 
eligibility, you can file a new application or petition, or you 
can file a motion to reopen this case. If you believe the denial 
is inconsistent with precedent decisions or regulations, you 
can file a motion for reconsideration. 

or call our National Customer Servi.cel
1

center at 1-800-375 

I
~~~ 

1 

. , . ,r, 
1

, 

-5283. 'I]' I ··i . i .. '1 i . I,,. I 

I! '. I ill II 
You should follow the same procedures before contacting your 

. Ill I . i 11.1! I; . . 
local USCIS office if you' have quest10ns about this notice. 

Iii II . ·:1 il~ll II 
Please have this form wi~ you wh~*¢;ve~ you contact a local 
office about this case. l1j1• , • :! :1:

1

11 i 
· I·· I 
' I ~' ' I ' 

1: ' ·!I I 

Requests for Evidence I . :1 i' i 

111 ·II jl 
If this notice asks for m~re evidenc~; :yof can submit it or you 
can ask for a decision b!~edllou what: ¥oJ have already filed. 
Wh l l l

.'l 11 d. ·j If 11 11f h h 'd f h' en you rep y, pease me u e a qOIW 9 t e ot er Si eo t ts 
notice and also include ~iiy ~agers·!J~hched to this notice. 

. II ! ·J ~~~~ 
Reply Period if ·: :J ! j I 

!] . ,11 I I li 
If this notice indicates t~~t y,

1

ou inust feqly by a certain date 
d d 1 b lilt.; I d . . ' Jll11 .'ll · d · · an you o not rep y Yi:"ua~ ~te, ~9 w~ tssue a eclSlon 

based on the evidence oli fire. No extension oftime will be 
d Aft 

. 1·11' d II . '.. . II; II li 'd b grante . er we iSsue 
1
a eciswn1 a:q.y p.ew evi ence must e 

b 
. d .• 1..; II 1.11 ·I . 1U :' · · l su m1tte Wtu1 a new app ieatl,on or pefitwn, motwn or appea , 

Ill II i I' I I 
as discussed under "De~~als". · ,, :1· I 1 

Iii ; ·Jr: ~~ 
Approval for a Petition : . I ;

1
1: I ! 

1
11 I ' 

Approval of an immigraht 0r rionirJhnigrant petition means 
II' II IIIII . 

that the beneficiary, thejperosol). fo* 
1
w

1
po'm it was filed, has been 

.1) d l' 'bl fi th II II d' 11 I. 'fi 11 
• H 1oun e tgi e or e requeste · e ~~~i icatton. ow ever, 

1 f 
. . dlli II . ' .!. II II . h A 1 approva o a petthon oes 

1
not gtve

1
·an):'i status or ng t. ctua 

. . h .1..; li1b I fi . I 1 
1! lr, .1..; • status iS given w en u1e

1
1 ene i9lary, ~s gtven u1e proper v1sa 

and uses it to enter the l!i
1
\ ni~ed.Sta.·t~s1! Please contact the 

1' 11 ., rf·11 11 • 

appropriate U.S. consul~te oirectly! ~fyou have any questions 

about visa issuance. l!i· I ; , :: j; II II 

F 
. . . Jl h'' b·ll'llfi !:. h ld th or nommmtgrant pett~pns, t e ·~~e iCtary s ou contact e 

1 ft .. 1:.. II I .Ill II . F d 
~ons~ ate a e~ ~eceivmhlW·bof afip~rpm~h~ot11dce .. or apbprove 
immtgrant petttwns, t ~I ene ,1~1~ ,s ou walt to e 
contacted by consulate!!, : .1

1 

ii! I ill 

'I ''II 
lr I .: 1, II. 
!i· I 'I j" j 

I'! I :Ill: li 
,, : , I 

!I , ,1 1 

If the front of this notice states that this denial can be appealed 
and you believe the decision is ih error, you can file an appeaL 
You can obtain more information about these processes by 
either using lnfoPass to contact your local USCIS office, or by 
calling the National Customer Service Center. 
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I 

This Notice of Intent Jto Terminate affects the Lansing Economic Development Corporation !Regional Center 
(LEDCRC) which was initi'ally approved and designated as a qualifying regional center id the Immigrant 
Investor. Pilot Prograln ("Pilot Program") by the U.S. Citizenship and Immigration services (USCIS) on 
April 20, 2010, purs~ant to Section 610 of theDepartments of Commerce, Justice and Sta~f· the Judiciary, 
and Related AgenciesiAppropriations Act of 1993, Pub. L. 102-395, as amended (Public Law 102-395). 

I 

I. PROCEDURAL HISTORY AND BACKGROUND 

LEDCRCinitial regiodal center designation Form I~924 regional c~nter proposal was filed oq March 11, 
2 009. LEDCRC was ban ted the regional center designation in order to promote the goals of the Pilot 
Program. LEDCRC was approved to attract immigrant investor capital into an area compriseH of the city of 
Lansing, Michigan, fqcusing on loans to 3rd party enterprises and/or equity investments in +al estate 
construction, renovaqon and management, and provide equipment for new and eXisting businesses. The 
LEDCRC shall focus tl}e investment into new commercial enterprises to include the promotibn of capital 
investment opportun~ties in the following target industry categories that were approved: 

1. Mixed Use D~velopment 
I • . 

2. Hospitalicy /1Jourism. 
3. Manufacturi~g/Warehousing. 
4. Information Tecnology /Biotechnology /Hi -tecnology. 
5. Higher Educ~tion. 

. I. ' 

The purpose of this l~tter is to notify LEDCRC that USCIS intends to terminate the existing Cl.e~ignation as a 
regional center for p¥ticipation in the Pilot Program pursuant to 8 CFR § 204.6(m)(6). An explanation 
follows. · 

I 

II. REGION~L CENTER STATUTORY AND REGULATORY FRAMEWORK 
I . I . . . . 

Section 61 0 of the pepartments of Commerce, Justice and, State, the Judiciary, and Related Agencies 
. Appropriations Acto~ 1993, Pub. L 102-395 (Public Law 102-395), as amended, provides: 

I 

(a) Of the visas dtherwise available under section 203(b)(5) of the Immigration and Nationality 
Act (8U.S.c.Jt153(b)(5)), the Secretary,ofState, together with the Secretary o~Homeland 
Security, shall' set aside visas for a pilot program to implement the provisions of sl.!lcq section. 
Such pilot prpgram shall involve a regional center in the United States, designlted by the 
Secretary ·of l;iomeland Security on the basis of. a general proposal, for ·the prbmotion of 
economic gr6wth, including increased export sales, improved regional produFtiV:ity, job 
creation, or idcreased domestic capital investment. A regional center shall have jurisdiction over 
a limited geographic area, which shall be described in the proposal and consisteht with the 
purpose of concentrating pooled investment in defined economic zones. The establi~hment of a· 
regional centet may be based on general predictions, contained in the proposal, co~cerning the 
kinds of corr¥nercial enterprises that will receive capital from aliens, the jobs that. will be 
created directly or indirectly as a result ofsuch capital investments, and the oilier positive 
economic effebts such capital investments will have. 

(b) For purposes ~f the pilot program established in subsection (a), beginning on OctobF' 1 , 1992, 
but no later than October 1, 199 3, the Secretary of State, together with tht:; Secretary of 
Homeland Sedurity, shall set aside 3000 visas annually until September 30, 2012 to include 

I 
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f/ ? u,s. 'Qepil.~en.\ :J'Homhl.iul Sec() 
U.S. Citizenship and Immigration SeVes 

~o. ' ' ,} 

Application/Petition 
REGIONAL CENTER PROPOSAL \ 

~# \ 
·~W~0~9_00~0~5_40 ________________ _,~~----~----~----------------~----------~~ 

Notice Date Page Regional Center i\ \ 
~D_ec_an~be_r_1_8~,2_0_0_9 ____________ ~I-o~f-3~~~L~an~s~in~R~e~i~onal~~Ce~n~t~~--------~-----------Ji \ 

Rob~t L Trezie 
Cl 0 Lansing Redevelopme~t Corpo~ations 
40} S. Washington Sq Suite,109 
Lansing, MI 48933 · 

j : 

·'· , , • a 

IMPORTANT: WHEN YOU HAVE COMPLIED WITH 
l'H£ INSTRUCTIONS' ON THIS FORM, RESUBMIT 
THIS NOTICE ON TOP OF ALL ·REQUESTED , 
DOCUMENTS AND. /OR INFORMATION TO . THE 
ADDRESS BELOW. TinS OFFICE HAS RETAINED 
YOUR PETITION/ APPLICATION WITH SUPPORTING 
DOCUMENTS. 

''·WS 24068 CSC3360DIVIII 

t::!i'.) 
.. r--~1 r------------..:,_--------, t.~l 

I :~:?. 
I 
I 

I 

Request for Evidence 
..,..... 
C'\J 
(::;l 

THE INFORMATION REQUESTED BELOW MUST BE 8 
I .,._ 

RECEIVED BY TmS OFFICE NO LAT:ER THAN EIGHTY- :J 
FOUR (84) DAYS FROM THE DATE qF THIS NOTICE. IF o::::c 
YOU DO NOT PROVIDE THE REQUESTED 

I 

DOCUMENTATION WITHIN THE TIME ALLOTTED, YOUR 
I 

APPLICATION WILL BE CONSIDERED ABANDONED 
PURSUANT TO 8 C.F.R.103.2(B)(13) ~.AS SUCH, WILL 
BEDENIED. I 

i 

! 

,r-------~---~------------------------------------------~---------~ ·'· 

RETURN THIS NOtiCE ON TOP· OF THE REQUESTED INFORMATION LISTED ON 
,.. THE ATTACHED SHEET. 

I 

.:e 

,. 

• r 

Note: You are given until March 11, 2009 in which to submit the information reques~ed. 
' I .··), ' ' ' • I • • ' ' ') I, 

PU.rs~t to 8 C.F.R. 1 03.2 (b) {1.1) failure to submit ALL evidence requested at one time by result in the 
deriicil of your application: · · · · · I 

1 

T r .. 

. I 

; Ji .. · '.· I 

"' ' ' 

You will be notified separatelY' about any ·other applications or:petition5 you filed. Save a photocopy of this notice. · 
·Please enclose a copy ofit if you write to us about this case, or if you fil~ another application based ori this decision. Our 
address IS• • ' ' ' I f \ ' > • - I . . . . .. 

• j • J 0 :-- '.1 > ' ' ' • ' o ;, ' ,• o f I ' ' ' ~ 

:U.S. CITIZENSHIP AND IMMIGRATION SERVICES 
. Attn: EB ~.RC Proposal _:~·, .i .; \ ~-·~~ 
CALIFORNIA SERVICE CENTER . ' II ··~~. I 

P.O. BOX 10590 
LAGUNA NIGUEL, CA 92607-0526 

Formi-797 (8/06) 

·r·f ., ... 

'v ' .. 

' 1. 
'• 

1111111111.~ ~Ill~ I ~ 
. ''W09000545 

Please see additional infonriation on the back. 
I 
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...... $?-- J ; ""----:w~.,_,_, : i: " • • ·'I . h:ll ' . • ' I 
-.---------A_dd___,jl: . ~· • ~~cants.and Petihp11!ers.:· !~ .. ! .. 

r ! •., ... l' l 

• . ',. • -: • ·: . ·.: . , 1 < 1 roBERT~ TF~EZIE, JR ·! . .,:, . " J 
Th_·.e filmg ~f. a,n. ~pP!:1c~t1~n. or, pe\ C/0 LANSING REDE.VE~OPMENT CORPORATION ; th_<!t. a~~~.- ~~',C'/IlL)?'1j'~Tpt~lpn. U~~~~. concluded 
person to e~ter ·or' rem am In the Ur ~01 s. WASHINGTON SQ. SUITE 100 :ce ·s~Ibm'tttecl tlt1d;~ not." e~~abhsh .e\~glb_il,ty for the 

· th ''fl'''' b' ,. fit· ;··•·ul" li.ANSN · ' ' ' "
1

1 ' I any o er ng t?or ene 1 :- • ,.j •.• ·' l' I G, MI. 48933' 1t. ._:. ,,: ,. · .. !,.il .:.~ 1J1.,, l(._:;;,:,;;;, 1
,;.;; pr.; :· 

• ,· ')<, ••••• : ••• ;·::. :_ • •• :·' . . • '•\y .~ ' h"· ;> ......... ·7j-~11ii!:-": ::;:, jj' :r-·:i-..~··: :.· :· . 

General. 

-~ ·,• ';'; l' ''· ·~L··, • < , ·.· ; ~ , . · here, iS ITIO_fC ·evtq~'rcr th\lt ,Wi,l,l eSl<!b)i~h eligibility, 
Inquiries. . . . ·.J i. ' . '· :~ew ;applic~ti·~:J~:(Ofili~Petiti~h.' or you can f!le a 

If d h f 

. -h·. IROBERfL TREZIE, JR !n·thls .. ca~e. ·lf·y~~4 :h~'Ji'eyh~·6(denial· is inconsistent 
you o not· ear- rom us Wit 11 C/O lANSING AE d .. - · · .1 .•• 1: 111· " · · 1 11 d · · r: 1 · · · f 

h

. . d k h\\- DEVELOPMENT CORPORATION eclSIOns or j·eg~, at10ns, 11yo1u can tl e a motton or 

t ts nottce a~ YO.~ w~nt to now t '- .~01 s. WASHINGTON SQ.SUITE 100 :':. . :1 ,: Iii · : T 
1 

at www:uscts.gov to contact your! ~i!ANSING, MI. 48933 .i · !< · II · · · 
National Customer Service ·center a~:~ · •, , . . ! .:- 'l! i. II ! .t .I l;11S nottce states :~r:at [~IS wel1tpl can be appealed and 

· k decision is in
1
1err6r, you can,file an appeal. 

You should follow the same proced1~ ~:-:-:'!'f"'!Prc "c:~tlO::t:PI• ~mrnnt7 ..... ---~------· I : , iii 1 
'I .-I 

USCIS office if you have question~ :j . ,j ~· 1li I I ·· . 

! 

:. · -:, more mformat10n about these processes by e1ther 
' I II '1 111. : I. I I 

PI h h' f · h 
11 

II' to contact iyoi:1r local US<TIIS! office, or by calling the 
~ase ~ve t IS orm w1t _you 'V! f i ·· #-:~er Service Ge~:t~r. II : 

about th1s case. : 'I' 1··· :i · .. J!'.. ... 11 I 'I. . 

;I!' :, I 
:11! '"- I' t'll I , : 'I __.,. , ~ .. . . : ,I 

R~quests for Evidence. • :; · · ' 

If this notice asks for more e~ideActyou can-submit it or you can 
ask for 'ff decision based on what yqp have already. filed.' When you ':". 
reply, please incftide a copy of the other side of this notice and also 
include any papers attached to this ~6tice. ; , .~, '.. ' i l" b .. : 

I ' I 
' . .. I I 

·o .. :.' iil!jl :·-·;,:;=t ,jl ,) r .. + . '~· I 'J; .. ' :i . I 
, I, .. 

i ,:iii l ~:. I~ 
j, 1:., . . II' .!:C 
:i ,·r . .: ; i 

• ' • . !' 
II 
:' 

. !i . 

' I ) ; II I: 

... ,. . ,, ·"1. . ! .. !' 
• . . • '.. . ·' :j. ... >:, ' . 

Reply Period.r · .,·,··--···~ .. -·- -~~ .... · ·' . . .. ; . , 1' : :;'' · :1 . · I>. 

,·:, '·'·.· . .., . .'r:· ......... ·:·y:·. ·_·· ·:·:··· ..... _ '·' ~- ·~?. :. . .. :·.: .. J,:::·" ··:, ;:r'· 
If thts nottce 'mdtcates· that· you·111usHeply Jby ·a .certam<date<'and; :·:>1: ,-,n.:·; ~ :- • . : · 

1 
• .... ,.J, lrl!l · ·;.:~·''"il:l ! , . . . .!I . . . . . j • '!; ,.. . !, ' 

you do not .reply· by. that ·date;, w~:-w•ll;,ISS\le; .a .dec.tSJ0.11•P.al\edi Qfl:: ;c.: :'.:f!': · :.-, ;·~ ·.- .. _. ,. : , : .. .... -!i:l-'i::; :":'·il' ,,, b · 1 
v. :·:·, 

the evidence on file. No eJ.<:tensio~ of time will be granted. After · · ! :' ;1, · ' · I · ·· · ·· 
we issue a'.decision, any .n~w .evi.~ence must be sub~itted y.ith a - ·:· '~'il'" _, .. :· ":'i! +t 
new application or petition, moti~h or appeal, as discussed under . I :: :, 

I ;. ' ·~ • • 'lll'''!l."1
•< j/, !t i• ''Denials". !I '

1 

••• ' i : 
. I .. • I . ' I ) " ~ • lj ' . ' ) ' I i I! 

V j j ,~ 0 I; 
1
1 

I 

• , I" I f I' ' 'il 

~~ . . ... ; , . :I '·I·' .... . r ' ~ , .. 
Approval for a Petition. . :,· . :.'., " I .: r !I ·1,1::1- ;• J ' II I' I ', , 1, :'II , . I'· 
Approval ~fan immigrant or' nqp~~r:nigrant"petitio·n means that . . ),. ·:JlL::' :,,; ·. !1··1 
th~ ?enefictary, the person for v:qpm, tt was filed, has been found li ·! !j; ~; . ·!I i 
eh~1?le for tne req.uested class•~.cat10? ... However, appro~al ~f a . 1., • :1 i!'i~L!;t · I! ) 1! 

petttwn does not gtve any status:j or nght. Actual status IS gtven ,.: '! '": :· I! 
I 

" l:lill 1: .,·,,1 
when the beneficiary is given the proper visa and uses it to enter ttie I 

1 

I 

1 

United States. Please contact the appropriate U.S. consulate directly " ·, 

if you have any questions about visa issuance .. 
. . ;I 

. ij 
For nonimmigrant petitions, th~1 beneficiary should contact the 
consulate after receivin'g . o.iu ~rpprova1 not.ice. -for a~proyed. ' 
immigrant petitions, the benefic\p.ry . should ~ait tq J?e contacteq 

by consulate. :: 
'I 

•• r") , •· ' If ~. ,__. 

If the benefii:i'ary\ is now in the United States and believes he or she 
may be elfgil)le fdr 'the;iieW"sfii:t~§'witholit going abroad for a visa, • ,I .... 

he or she should use InfoPass !:to contact a local USCIS . oftice 

about applying here. l! 

:I l --~--:::~\.:. 
G:.O' U.S. GOVERNMENT PRINTING OFFICE: 2008-351-113 

i 
:I 

'\ 

;1. I·· ... ·I~ 1 '• 

!I I :l 1'. 

! . I 

. J -:::~t ~· ~·: ... ;:.; J. '. 
.. ,: ....... , :j, ; j .. 

• II I ,, ' 
.' II 

'i :.- ,, 
"t .. ~, •.. ··-·r' 
I i;i ' I 

.,,;j; ....... Jl. 
. •,r!' !I 
' '' I' . I 

'li.Jij"l' •· !j I .\J" ••1. ·j .1; 
· !:; . : II 1 

'I; · II I I 
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Promotion of Economic Growth within the selected Geographic Area (8 CFR 204.6(m) (3) (i) ): 

8 CFR 204.6(m)(3)(i) requires that a proposal be submitted which: 

Clearly describes how th~- regional center focuses on a geographical region of the United States, 
and how it will promote economic growth through improved regional productivi~. job creation, 
and increased domestic capital investment; 

The evidence presented does not describe the economic growth in the terms listed above. While the EB-5 
program emphasizes job creation it is not the only factor that must be addressed in your prdposal. Submit 
evidence showing the types of economic growth that will be promoted with in your regioncU center 
jurisdiction. 'This type of economic analysis can be combined with the other analyses as sho!wn below. 

Indirect Job Creation (8 CFR 204.6(m)(3) (ii)): 

You have provided a job creation analysis for a sample mixed-use construction project. However, you have 
not provided similar analysis for each of the other categories ( 4) you are requesting. The st~tute requires 
that the Regional Center proposal identify the jobs that will be created. The kinds of jobs thlt would be 
created in manufacturing or higher education would be different than the jobs created in a Juxed-use real 
estate development project. To accomplish this, you will need to provide the following for ekch category. 

Submit an Economic Analysis and model that shows and describes job creation for each catelory of 
economic activity (for example, manufacturing, food production/processing, warehousing, tourism and 
hospitality, transportation, power generation, agriculture, etc.) 

It is imperative to fully explain indirect job creation, as well as the direct and induced jobs, if any. The 
requirement of creating at least I 0 new full-time (35 hours per week) jobs per each i~dividJal alien 
investor may be satisfied by showing that, as a result of.thelnvestment and the activities of ill.e new 
enterprise, at least I 0 jobs per alien investor will be cre'atecFdirectly or indirectly through an 1~mployment 
creation multiplier effect. Aspects of this element of the proposal may be combined with Regional or 
National Impact analysis in a single economic analysis and job creation model. 

When relying on econometric models for indirect job creation 1 it is imperative that "direct jobs" will be 
• ., I 

real identifiable jobs supported by wage reports or I-9forms otherwise they must be explicitly identified as 

1 USCIS does not accept or credit creation of direct temporary "construction jobs" within a ·~usmess tan or 
economic job creation forecasts activities which involve a limited duration construction phase of les1s than 3 years 

unless the scope, complexity, and the ongoing construction phase must be fully sustained for all the cbnstruction 
phase jobs for 3 years or more with respect to the size, scope, nature, engineering/technology challen~es and breadth 
of the project--for example a massive-scale nuclear power facility, or major Dam or a giant oil refmety, or similar 
type of massive and expansive and major engineering project. Shorter term construction jobs less thk three years in 
duration have been detenilined to be of such a short term. in. nature as to not be sustained and to decrehse and 

ATTACHMENT TO I-797 Rev OS292009 

19 



/ 

0 

Lansing Regional Center/W09000540 
Page 3 

0 

hypothetical in nature. Another method would be to predict jobs based on dollar amount invested in the 
overall project and ~s too must be made clear. This distinction will be critical at the 1-829 ~emoval of 
condition stage of the immigration process. 

Regional or National impact of the Regional Center (8 CFR 204.6 (m)(3)(iv)): 

The record does not contain an economic prediction on the impact your Regional Ceriter will have at either 
.. "...... ,,.. • I 

the national or regional level. The detailed prediction must include the topics of regional m national 
impact on household earnings, greater demand for business services, utilities, maintenance kd repair, and 

I 

construction both within and outside the Regional Center. Submit an economic analysis addressing this 
issue. This can be combined with job creation analysis. 

The proposal should not makes vague references to regional economic impacts but should 1=1rovide actual 
monetary predictions and address the elements listed in USCIS regulations. The economic xJodel and 

I 

analysis requested under job creation will also need to address these specific points as listed here. 

Translations: 

Any document containing a foreign language submitted to USCIS shall be accompanied by a full English 
translation that the translator has certified as complete and accurate, and by the translator's dertification that 
he or she is competent to translate from the foreign language into English. 

Copies: 

Unless specifically required that an original document be filed with an application or petitiop, an ordinary 
legible photocopy may be submitted. Original documents submitted when not required will remain part of 
the record, even if the submission was not required. 

disappear as the initial construction activities wind down to completion. Such shorter term '~onstruc~on jobs in 
many locations are seasonal at best. Nevertheless, for all capital investment expenditures for the cobstruction phase, 
all capital-induced "down-stream" support activities and "indirect" jobs impacted and associated wifu the 
construction activities such as suppliers, transportation, engineering and architectural services, mainlenance and 
repair services, interior design services, manufacturing of components and materials, etc., may be rJctored into the 
calculations for creation of indirect jobs. 
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LANSING ECONOMIC DEVELOIPMENT 
CORPORATION 

r 

401 S. WASHINGTON SQ., SUITE 100, LANSING MI 48933, PHONE: (517) 483-4140 FAX: (517) 483-6057 

Virg Bernero, Mayor 

Date: March 9, 2010 

www.edc.cityoflansingmi.com 

Lansing Economic Development Corporation 
Lansing Tax Increment Finance Authority 

Lansing Brownfield Redevelopment Authority 
Lansing Regional SmartZonesm 

To : U.S. Citizenship & Immigration Services 
Attn. EB-5 Regional Center Proposal 
California Service center 
P.O. Box 10590 
Laguna Niguel, CA 92607-0526 

Re: EB-5 Regional Center Proposal - City of Lansing, MI 
Response to Dec. 18, 2009 request for further information. 

To Whom It May Concern: 

Attached you will find the city of Lansing's second response to the USCIS request for further 
information regarding our application to create an EB-5 Regional Center. Since our! proposal was first 
submitted for your review in March 2009, the economic climate around the globe has deteriorated and 
credit markets have become frozen and unobtainable for many companies and inve~tment 
opportunities. Furthermore, the state of Michigan has continued to languish at the I bottom of all 
economic recovery indicators. However, in Lansing we see this global meltdown as a prime 
opportunity for our city to position itself to be the leader in our state's great recoverY. With the 
assistance of the EB-.5 Regional Center program we are confident we can leverage c~pital to speed this 
recove nd get people back to work. We look forward to our approval and subsequ.ent success. 

Lansing Economic Development Corporation 
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Indirect Job Creation & Economic Impact (8 CPR 204.6(m)(3)(ii)): 

Per the request fok further information that was issued to our office on December 18,2(i)09, 
USC IS requested ~at we provide an indirect job creation analysis for all industry categohes which 
would be targeted for investment within our program. The five (5) categories we have clhosen to 
pursue are as follows: 

-Mixed Use Development (analysis provide in prior submission) 
- Hospitality/Tourism (Exhibit 1) 
-Manufacturing/ Warehousing (Exhibit 2) 
- Info-, Bio-, Hi- Tech Industries (Exhibit 3) 
- Higher Education (Exhibit 4) 

Our previous reply in July 2009 provided a thorough analysis of Mixed Use Development and the 
methodology which will be utilized by Anderson Economic Group, the lead economist for our 
EB-5 Regional Center.· Attached in Exhibit 1, you will find similar analyses for the four 1emaining 
industrial sectots wlllch were proposed in our application. I 

For each industry you will find a list of assumptions which provide guidance for a sample project 
that could be proposed within our center. The purpose of these analyses is to showcase )the 
methodology that will be followed to ensure that proper care is given to the accounting <Df indirect 
job creation. 

Our analysis utilizes the RIMS II input-output multipliers which were purchased from tHe U.S. 
Bureau of Economic Analysis. The two multipliers utilized for this analysis are as follo~s: 

o Direct Effect Employment multipliers are used to capture the total 
employment impact (including direct and indirect employment) caused by planned direct 
employment from the project being completed. The total employment impact i~ . 
obtained by multiplying the direct employment by the direct-effect employment bultiplier, 
which is customized for the region and industry. 

o Final Demand Employment multipliers are used to capture the total 
employment impact (including direct and indirect employment) caused by the p~ed 
operating expenditures of the.completed project. The total employment impact is 
obtained by multiplying the operating spending in each category of operating spJnding 
(i.e. the "final demand" created in that industry) by the final-demand employmedt 
multiplier, which is customized for the region and industry. 

22 
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(V) 

N 

Exhibit 1 

I Hotel Project 
! 

Assumptions 
Full Service Hotel 
250 Rooms 
165,000 s.f (based_on s.f. of exisiting Radisson Lansing Hotel) 
660 s.f. per room (includes banquet & common areas) 
New Direct Employment= 125 (based on industry 2 rooms per 1 staff standards) 

0 
Source for expense info: 2008 STR HOST Study 
Est. Construction Price= $40,000,000 

Total Indirect 
Base Value I Jobs Multiplier Industry Used Employment 

Direct Effect Multipliers 
Indirect Employment 125 1.352 Accomodation 169 

Final Demand Multi~iers 

De12artmental Ex12enses (12er available room) 
Per available room (250 rooms) 

Rooms $10,212 $2,553,000 20.2805 Accomodation 52 
Food & Beverage $13,703 $3,425,750 26.9427 Food Service 92 

Undistributed 012erating Ex12enses 
Per Available Room _{250 room~ 

,Q 
Admin & General $5,411 $1,352,750 21.7553 Admin & Support Services 29 

Advertising and Related 
Marketing $4,275 $1,068,750 11.5398 Services 12 

-

Management of 
Property Oper. & Maintenance $2,946 $736,500 14.8802 Companies or Enterprises 11 

Total Indirect Employment 366 
Total Direct Employment I 125 
Total New Employment 491 
I 

~ 



Exhibit 2 I 
Manufacturing I Warehousing Project 

Assumpti<XlS---------------- ---~~~ ~ ~~~- ---- - ~- ----- -~- -----

Joint Venture Project 
$3 million purchase of locally made manufacturing equipment 
30 new direct employees 
Avg. yearly wage $45,935 (National Avg. - U.S. Census Bureau) 

0 

Base Value I Jobs Multiplier 
Direct Effect Multipliers I 

Indirect Employment 30 1.9922 

Final Demand Multipliers 
Machinery Purchase $3,000,000 9.1841 
Logistics (yearly} $400,000 12.4267 
Utilities Expense (yearly) $300,000 3.563 
Materials for Production (yearly) $300,000 6.7138 

0 
I 

;;;:,_ 

-~~--

Industry Used 

Fabricated metal product 
manufacturing 

Machinery Manufacturing 
Truck Transportation 
Utilities 
Primary Metal Manufacturing 

Total Indirect Employment 
Total Direct Employment 
Total Employment 

Total Indirect 
Employment 

I 

60 

28 
5 
11 
2 

95 
30 

125 

"<t 
N 



Exhibit 3 I 

Info-, Bio-, Hi- Tech Project 

A.ssumfJ_tions-- -~ --- - ------- -----~- ~ ----~------- --- -- ------~ -·-- --~-~---------- - ------------- --------------------- -------

Joint Venture Project 
Equity investment in a new spinoff company based on Michigan State University research & patent. 
Ethanol/ Bio-fuels Industry 
$500,000 purchase of locally made manufacturing equipment 

0 
5 new direct employees 

Base Value I Jobs Multiplier I Industry Used 
Direct Effect Multipliers I 

Professional, scientific, and 
Indirect Employment 5 1.9922 technical services 

Final Demand Multipliers 
Machinery Purchase $ 500,000 9.1841 Machinery Manufacturing 
Corn* (annual) $ 150,000 15.7506 Crop & Animal Production 

0 
Professional, scientific, and 

Engineering Consultants $ 100,000 13.9678 technical services 

Total Indirect Employment 
Total Direct EmfJ_Ioyment 

* $3/ per bushel x 50,000 units Total Employment 

--- ------- -- - - ---- ------

Total Indirect 
Employment 

10 

5 
2 

1 

18 
5 

23 

lf) 
N 

-~--- ~- ------------



Exhibit 4 I 

Higher Education Project 

Assummions- -- ----~ ------ - -- - ----- --- --- ~-~ ---- -~-·-- -- -~-~--~ --- ·-·- - --- -~-----------

Joint Venture Project 
Equity investment in a new mock court trial building with Thomas M. Cooley Law School 
15 new direct employees 
200 new students 

0 
30,000 s.f. facility 
Construction Cost= $20,000,000 

Base Value I Jobs Multiplier 
Direct Effect Multipliers I 

Indirect Employment 15 1.338 

Final Demand Multipliers 

New student households* $ 1,920,000 9.8777 
New Tuition Payments** $ 7,600,000 28.0063 

0 

* 200 new households x avg rent of $800 I month ($9,600 year) 
**Based on 2009-10 avg. Cooley Law _School Tuition of $38,000 I year 

-- -- -- ---- --- -------~--- -- --

Industry Used 

Professional, scientific, and 
technical services 

Households 
Educational Services 

Total Indirect Employment 
Total Direct Employment 
Total Employment 

--- - ------- -- - -- - -- --

Total Indirect 
Employment 

20 

19 
213 

252 
15 

267 

1 
--------

1.0 
N 
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Regional Impact of the Regional Center (8 CFR 204.6 (m)(3)(iv)): ' 
i 

I 

The scope and breadth of projects that will be undertaken by the Lansing Regional Center are 
sure to have lasting impacts on the Greater Lansing Regional Economy. The attached predictions 
of impact are based upon the use of U.S. Bureau of Economic Analysis RIMS II multipliers 
which represent the Greater Lansing Region described as the counties Ingham, Clinton,: and 
&~ ' 

The analysis of Regional Impact is calculated in Exhibits 5 & 6. 

Exhibit 5: Reflects the increase in total dollar change in output that occurs in all industri~s for 
each additional dollar of output delivered to final demand by the industries listed. In out 
estimation the major industries that will be impacted by our proposed projects are: busiNess 
services, utilities, maintenance & repair, and construction. : 

Exhibit 6: Reflects the total dollar change in earnings of households within the Greater Lansing 
Region employed within all industries for each additional dollar of output delivered to flPal 
demand by the industries identified as being gready impacted by the proposed projects. ' 

27 



Exhibit 5 I 

Final Demand Output Analysis 

Assumptions;-.-~ - ------ -- - - ~-----~-~-- --~-- ---- -. ---------~-- -- --- - ·- --------- --- ------- --- -~-- -- --- ---- --~ -- --- -------

Utilizes the projected expenditures based on the five (5) economic analysis projects provided in the Job Creation Analysis 
Utilizes BEA RIMS II Final Demand Output Multipliers 
Figures reflect estimated totals of all example projects combined. 

0 Regional demand 
change for all 

Base Value Multiplier Industry industries 

1$ 
. Management of companies 

Business Services 9,452,750 1.9009 and enterprises $17,968,732 

Utilities $300,000 1.2917 Utilities $387,510 

Management of companies 
Maintenance & Repair $1,386,500 1.9009 and enterprises $2,635,598 

Construction (based 
on expected costs) 

Mixed Use Project $16,000,000 1.7612 Construction $28,179,200 
Hotel Project $40,000,000 1.7612 Construction $70,448,000 

Higher Ed. Project $20,000,000 1.7612 Construction $35,224,000 

0 Total Increase in Demand for\ 
$154,843,0401 All Industries 

~ --

--- - -- -- ---~---------

co 
N 



Exhibit 6 
I 

Regional Household Earnings Impact Analysis 

Utilizing example projects as outlined in the Indirect Job Creation lmJ;act Analysis 
I 

Assumptions I 
Investment= Sum of all estimated project investment as proposed per industry. 
Expenditures Total- $24,205,750 
Total Direct Employment= 301 
Total Regional Households- 172,413 (2000 U.S. Census) 
Multipliers reflect BEA RIMS II Final Demand EaminQs Multipliers 

Base Value 

0 
Mixed Use Project 

Waste Management (annual) $80,000 

Maintenance (annual} $650,000 

Marketing (annual) $19,000 

Hotel Project 

Rooms (annual}_ $2,553,000 

Food & Beverage (annual\ $3,425,750 

Admin & General (annual\ $1,352,750 

Marketing (annual\ $1,068,750 

Property Oper. & Maintenance (annual) $736,500 

Manufacturing Project 
Machinery Purchase (one time) $3,000,000 

LoQistics (annual) $400,000 
Utilities Expense (annual) $300,000 

Materials for Production (annual $300,000 

0 
Bio-Tech Project 

Machinery Purchase {one time $500,000 
Corn (annual $150,000 

Engineering_ Consultants (one time\ $100,000 

Higher Education 
New student household rent payments {annual) $1,920,000 

New Tuition Payments (annual) $7,600,000 

Totals $241557501 
I 

Total Regional Households 1724131 

Increase in Household Earnings through 
Regional Center Investment (per household} $70.53 

I 

Multiplier Industry 

Waste management and 
0.4313 remediation services 

Management of companies 
0.6401 and enterprises 

Management of companies 
0.6401 and enterprises 

0.4583 Accomodation 

0.3157 Food Service 

0.5828 Admin & Support Services 
Management of companies 

0.6401 and enterprises 
Management of Companies or 

0.6401 Enterprises 

0.4269 Machinery Manufacturing 
0.464 Truck Transportation 

0.2088 Utilities 
0.3217 Primary Metal ManufacturinQ 

0.4269 Machinery Manufacturing 
0.2667 Crop & Animal Production 

Professional, scientific, and 
0.6314 technical services 

0.29121Households 
0.658_1 Educational Services 

I 
I 

Earnings Increase all 
Households 

$34,504 

$416,065 

$12,162 

$1,170,040 

$1,081,509 

$788,383 

$684,107 

$471,434 

$1,280,700 
$185,600 

$62,640 
$96,510 

$213,450 
$40,005 

$63,140 

$559,104 
$5,000,800 

$121601521 

I 

I 

i 

I 

()) 
N 



0 

Lansing Regional Center/W09000540 
Page 2 

0 

I 

Promotion of Economic Growth within the selected Geographic Area (8 CFR 204.6(m)~3)(i)): 
i 

8 CFR 204.6(m)(3)(i) requires that a proposal be submitted which: 

Clearly describes how the regional center focuses on a geographical region of the Uhlted States, 
and how it will promote economic growth through improved regional productivity,', job creation, 
and increased domestic capital investment; i: 

The evidence presented does not describe the economic growth in the terms listed above. W.hile the EB-5 
program emphasizes job creation it is not the only factor that must be addressed in your proposal. Submit 
evidence showing the types of economic growth that will be promoted with in your regional center 
jurisdiction. This type of economic analysis can be combined with the other analyses as shob below. 

I 

Indirect Job Creation (8 CFR 204.6(m)(3)(ii)): 
1 

I 

I 

You have provided a job creation analysis for a sample mixed-use construction project. Ho"''ever, you have 
not provided similar analysis for each of the other categories ( 4) you are requesting. The sta~te requires 
that the Regional Center proposal identify the jobs that will be created. The kinds of jobs th~t would be 

I 

created in manufacturing or higher education would be different than the jobs created in a n¥xed-use real 
estate development project. To accomplish this, you will need to provide the following for each category. 

I 
I 

Submit an Economic Analysis and model that shows and describes job creation for each categ~ry of 
economic activity (for example, manufacturing, food production/processing, warehousing, ~ourism and 
hospitality, transportation, power generation, agriculture, etc.) ' 

It is imperative to fully explain indirect job creation, as well as the direct and induced jobs, iflany. The 
requirement of creating at least 1 0 new full-time (3 5 hours per week) jobs per each individuhl alien 
investor may be satisfied by showing that, as a result of the investment and the activities of t~,e new 
enterprise, at least 1 0 jobs per alien investor will be created directly or indirectly through an ~mployment 
creation multiplier effect. Aspects of this element of the proposal may be combined with Re~ional or 
National Impact analysis in a single economic analysis and job creation model. 

When relying on econometric models for indirect job creation1 it is imperative that "direct jops" will be 
real identifiable jobs supported by wage reports or 1-9 forms otherwise they must be explicitly identified as 

1 USCIS does not accept or credit creation of direct temporary "construction jobs" within a business p;~an or 
economic job creation forecasts activities which involve a limited duration construction phase of less than 3 years 

unless the scope, complexity, and the ongoing construction phase must be fully sustained for all the c~nstruction 
phase jobs for 3 years or more with respect to the size, scope, nature, engineering/technology challeng,es and breadth 
of the project--for example a massive-scale nuclear power facility, or major Dam or a giant oil refinery, or similar 

type of massive and expansive and major engineering project. Shorter term construction jobs less th~ three years in 
duration have been determined to be of such a short term in nature as to not be sustained and to decreise and 

I 
I 

I 

i 

ATIACHMENT TO I-797 Rev 05292009 
I 

I 

I 
I 
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Lansing Regional Center/W09000540 
Page 3 

0 

hypothetical in nature. Another method would be to predict jobs based on dollar amount inrested in the 
overall project and this too must be made clear. This distinction will be critical at the 1-829 removal of 
condition stage of the immigration process. 

Regional or National impact ofthe Regional Center (8 CFR 204.6 (m)(3)(iv)): 

The record does not contain an economic prediction on the impact your Regional Center will have at either 
the national or regional level. The detailed prediction must include the topics of regional or[ national 
impact on household earnings, greater demand for business services, utilities, maintenance and repair, and 
construction both within and outside the Regional Center. Submit an economic analysis ad<fl.essing this 
issue. This can be combined with job creation analysis. 

The proposal should not makes vague references to regional economic impacts but should provide actual 
monetary predictions and address the elements listed in USCIS regulations. The economic mbdel and 
analysis requested under job creation will also need to address these specific points as listed ~ere. 

Translations: 

Any document containing a foreign language submitted to USCIS shall be accompanied by a full English 
translation that the translator has certified as complete and accurate, and by the translator's c~rtification that 
he or she is competent to translate from the foreign language into English. 

Copies: 

Unless specifically required that an original document be filed with an application or petition, an ordinary 
legible photocopy may be submitted. Original documents submitted when not required will 1,remain part of 
the record, even if the. submission was not required. 

disappear as the initial construction activities wind down. to completion. Such shorter term constructibnjobs in 

many locations are seasonal at best. Nevertheless, for all capital investment expenditures for the corJtruction phase, 
all capital-induced "down-stream" support activities and "indirect" jobs impacted and associated wittJ the 
construction activities su.ch as suppliers, transportation, engineering and architectural services, maintdnance and 
repair services, interior design services, manufacturing of components and materials, etc., may be fadtored into the 

I 

calculations for creation of indirect jobs. 

ATI'ACHMENT TO 1-797 Rev 05'292009 
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U.S .. r,~parqtttAt of Homeland Secur-\ --· 
U.S. Citizerlship""and Immigration SerVs 

Q.''.'·;! 
Application/Petition 
REGIONAL CENTER PROPOSAL 

No~ce of Action -~ 
Receipt# 
W09000540 
Notice Date 
December 18, 2009 I 

Page 
1 of 3 

Robert L Trezie 
C/0 Lansing Redevelopment ~orporations 
401 S. Washington Sq Suite J 00 · 
Lansi~g, MI ~89p, ; . 

I -

·' ! 

Regional Center 
Lansing Regional Center 

I 
Request for Evidence 

I 
I 

IMPORTANT: WHEN YOU HAVE COMPLIED WITH THE INFORMATION REQUESTED ~ELOW MUST BE 
THE INSTRUCTIONS ON THIS FORM, RESUBMIT· .. RECEIVED BY THIS OFFICE NO LATER THAN EIGHTY
THIS NOTICE ON TOP· OF ALL REQUESTED .1 FOUR (84) DAYS FROM THE DATE qF THIS NOTICE. IF 

·DOCUMENTS AND /OR INFORMATION TO THE YOU DO NOT PROVIDE 'niE REQUESTED 
ADDRESS BELOW. THIS OFFICE HAS RETAINED DOCUMENTATIONWITHINTHETI~ALLOTTED, YOUR 
'\'OUR PETITION/ APPLICATION WITH SUPPORTING APPLICATION WILL BE CONSID~ ABANDONED 
DOCUMENTS. PURSUANTT08C.F.R.103.2(B)(13) ~.AS SUCH, WILL 

, r BE DENIED, ~~ 
I 

, . . ~ ' I ws 24068 esc 3360 mv III 
I t' I 

I ' i I. ' I 

RETURN·_THIS NOTICE ON TOP OF THE REQUESTED INFORMATidiN LISTED ON 
THE ATTACHED SHEET. 

I 

Note: You are-given until' March 11, 2009 in which to submit the information requested. 
. . I • . : • ' ·.• " : ~ . • . : • I 

Pursuant to 8 C.F.R. 103.2(b)(~ l).fcill~e.to submit' ALL evidence requested at one time kay result in the 
denial of your application. ·. · · · · ! ) • . I 

q .. 

For non-US Postal Service 
' Attn: EB 5 RC Proposa} 

" ,, 

, r I. 

24000 AvillaRoad~ 2nd Floor " · · .· ,. 
',. ,LagunaNiguei,CA92677 ~ . ,., . 

I 
I 

~ ~· 
•• ' I 

,· .. 

You will be notified separately about any other applieations or petitionS you filed. Save a photocopy of this notice. 
Please enclose a copy ofit if you write to us about this case, or if you file another application based OJ;l this decision. Our 
address is: I, •. , 

I 

lllliiiU 11111111111 ,, 
W09000545 

U.S. CITIZENSHIP AND IMMIGRATION SERVICES 
Attn: EB 5 RC Proposal 1 

CALIFORNIA SERVICE CENTER.' ' 
·.P.o~ BOX 10590 
LAGUNA NIGUEL, CA 92607-0526 \. 

Form 1-797 (8/06) I I 'I . • J ~ ,, ', ' I - Please see additioilal inforn1ation on the back. 
I 
I 32 
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Addi~iional Information for Applicants Jmd Petit.,o~~rs';·. :! ·. !· ~. · · ·. 

General. 

il 
A' I 

A 4i' 
/I 

. i! . 

::: ,' 

The filing of an application or peti~ion does not in itself allow a 
person to enter· or remain in th'e Uni.ted States and does not confer 
any oth.er right or benefit. :1 · 

Inquiries. 

il 
11-

!L. 
II. t: ,~ .. : 

If you do riot hear from u~ withi~;ithe· processing time given on. 
this notice and you want to know the!~tatus of this case, use lnfoPass 

, . . ·I 
at :www.uscis.gov to contact your local users office or call our 
National Customer Service Center af 1-800-375-5283. 

~ -; : I :II 
. ' • :1 

You should follow the same procedures before contacting your local 
USCIS office if you have questions ilbout this notice. 

. ~ 
Please have this form with you whenever you contact a local office 

. ~ . . 
about this case. 11 

Requests for Evidence. 

I 

ii 
!I 
i 
d 
~I 

If ·this notice asks for more eviden4, you can submit it or you can 
, I, . . . 

ask for a decision based on what you have already filed. When you 
reply, please include a copy of the d,ther side of this notice and also 
include any papers attached to this ~otice. · ·· , . ~ r) 

,I 

1: 

Reply Period. . ·I 
I ' ' , ~ ~• I ' !i ' t r , 

If this· notice indicates that-you' rnust reply by a certain 'date arid 
you do not reply by that date, w~; will issue a decision based on 
the evidence on file. No exterision1 of time will be granted. After 

~ ~~· ~ It "' - • , ... -

we issue a· decision, any new evidence must be submitted with a 
new application or petition, motioh or appeal, as discussed under 
"Denials".. :1 

' li 

Approval for a Petition~ 

:I 
.I 
rl 

Approval of an immigrant or nopjmmigrant petition means that 
the beneficiary, the person for whom it was filed, has been found 
eligible for 'the requested classifitation. However, approval of a ' 

I 
petition does n'ot give any status:/ or ·right. Actual status is given 
when the beneficiary is given the ptoper visa and uses it to enter the 
United States. Please contact the a~propriate U.S. consulate directly 
if.you have any questions about vi~a issuance. 
I !I . 

·' 
For nonimmigrant petitions, the:: beneficiary should contact the 
consulate -·after receiving our approval notiEe: ·For approved 
immigrant petitions, the t?ene_fici~ry should wait to be contacted ., II · -- ., : 
by consulate. 1 

. ii . ' . . ' . . - -
If, the beneficiary is now in the United States and believes he or she 
niay be eligible for the new status' without going abroad for a visa, 

• 'I . - . • . . 
he or she should use InfoPass to contact a local USCIS oftlce · 
about applying here. ·:. 

·:i- ;:· ~"··,r;. 

Denials. 

A denial m_eans 'that afl~r ~~~c~:}~:?'~~i.d1~t:a+n. U~~~~. concluped 
that the evtdcnce submtttecl dtW''not estab\tsh eltgtbtltty for 11\e 

I . 

requested benefit. 
' ' 

il .. fj' 1
1 ! l . 

[f you '6elieve there is morellevli4'ence th:ht' ~~ill establish' eligibility, 
fit I' I • ·l, . d ' • fi I 

You can 1 e a new app 1catt~n ·,· or.rl petttton, or you can t e a 
• ' 11 ,• Iii . . 11 . ' I . ' • 

motion to reopen this case. jf y,9:U! bylie~e ~he denial is inconsistent 
· with ·prec'ede.nt decisions· ori/reg~latid'ns!/ y6J can file a inotion for 

' ·1.1 I ' I ' 
reconsideration. · , .. : ' 

·I ; II 
I I' ' ' 

If the front of this notice states that this '6enial can be appealed and 
: ~ . 1

1 I II I I 

you believe the decision is i~ wpr, you ~a~ file an appeal. . . . I 
'' li• 1 ' ;: I 

v b . . f ' .·: b . !!. b . h 10U can o tam more tn orm. alton a out tuese processes y e1t er 
i . 1

' II . I 
using InfoPass to contact your local USG:IS office, or by calling the 

' i' . I' I I 
National Customer Service Cen~~r. ; !! 1 

~ 2 ' ' ,t ~I ; 

',fll': 

~ . 
,., 

' . 

. ' 
,!.•• 

I 1:: .! 'I 
!!: ' ·i : 

I II: ., 

I' . 

~· ,I· 
i : 

I
I ' " ! 
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U.S. Departqtery.t of Homeland SecurQ 
U.S. Citizenship and Immigration Servh..cs 

Receipt# 
W09000540 
Notice Date 
April 1, 2009 

Robert L Trezise 

I Page 
1 of 5 

C/0 Lansing Economic Development-Corporation 
401 S Washington Suite 100 
Lansing, MI 48933 

IMPORTANT: WHEN YOU HAVE COMPLIED WITH 
THE INSTRUCTIONS ON THIS FORM, RESUBMIT 
THIS NOTICE ON TOP OF ALL REQUESTED 
DOCUMENTS AND /OR INFORMATION TO THE 
ADDRESS BELOW. THIS OFFICE HAS RETAINED 
YOUR PETITION I APPLICATION WITH SUPPORTING 
DOCUMENTS. 

ws 24068 esc 3360 mv III 

Q Notice of Action ·-Application/Petition 
REGIONAL CENTER PROPOSAL 

Regional Center 
Lansing Regional Center 

Request for Evidence 

THE INFORMATION REQUESTED BELOW MUST BE 
RECEIVED .BY THIS OFFICE NO LAT.ER THAN EIGHTY
FOUR (84) DAYS FROM THE DATE 6F THIS NOTICE. IF 
YOU DO NOT PROVIDE THE REQUESTED 
DOCUMENTATION WITHIN THE TIME ALLOTTED, YOUR 
APPLICATION WILL BE CONSIDERED ABANDONED 
PURSUANT TO 8 C.F.R. 1 03.2(B) (13) AND, AS SUCH, WILL 
BE DENIED. 

RETURN THIS NOTICE ON TOP OF THE REQUESTED INFORMATION LISTED ON 
THE ATTACHED SHEET. 

Note: You are given until JUNE 29, 2009 in which to submit the information requested. 

Pursuant to 8 C.F.R. 1 0 3. 2 (b) ( 11) failure to submit ALL evidence requested at one time may result in the 
denial of your application. 

For non-US Postal Service 
Attn: EB 5 RC Proposal 
24000 A villa Road, 2nd Floor 
La aNi el, CA 92677 
You will be notified separately about any other applications or petitions you filed. Save a pho~ocopy of this notice. 
Please enclose a copy ofit if you write to us about this case, or if you file another application based on this decision. Our 

· address is: · I 

U.S. CITIZENSHIP AND IMMIGRATION SERVICES 
Attn: EB 5 RC Proposal 
CALIFORNIA SERVICE CENTER 
P.O. BOX 10590 
LAGUNA NIGUEL, CA 92607-0526 

Form I-797 (8/06} 

I 

I , I 
W09.000 545 

' 10 

Please see additional infcirmation on the Wack. 

J 
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General. Denials. ' 

The filing of an application or petition does not in itself allow a A denial ;( t;'l! ·· .. ,..,.:!· ,;.j . VWi ·, r<. jcluded 
person to enter or remain in the United States and does not confer that the :1 ,:1 i : ·r.ll (j.J ·' :. c:; , .. :v for the 
any other right or benefit. ' requested '-'L____;;_ ' I 

If you bJ: 111111111111 ·1111111111 :.gibility, Inquiries. : you. c:an/. _ . . _ _ _ . :' / ~ le a 

If d h f . h' . h . . . motion to W091i'\QO·s-~~,5~ f ------- _ ·nststent you o not ear rom us wtt m t e processmg time gtven on . h I , \11. · "'t. · · · -~ 't· f . . · . wtt preci • 11 J ton or 
this notice and you want to know the status of thts case, use Info Pass . ·dk· ~~ 

' I 1 USCIS ffi II reconst . -~-___,:-tllr-.. -r--"1 at ':ww.uscts.gov to c~ntact your oca o Ice or ca our ; ~~~ _ , r .~ .. ; .. fTI -- - · 
Nattonal Customer Servtce Center at 1-800-375-5283. If h 'f- . f h' . .n~,. h 't w· ~ · 1 b 1 d d •, t e ront o t JS nottce states .t a tuts uenta can e appea e an 

'· II Ill'; "'l ··11 ·I . 
: . you believe the decision is in 1error, you ckn file an appeal: 

You should follow the same procedures before contactmg your local 11 1: ,li : , 11 'II 
users office if you have questioAs about this notice. 'V b . . fl I 'li :: ' I w II h b . h 

1 ou can o tam more tn ormatiOn, auout t ese processes y ett er 
'I 11'11' II .. , 

Please have this fonn with you whenever you contact a local office 
about this case. ' 

Requests for Evidence. 

If this notice asks for more evide.nce, you can submit it or you can 
ask for a decision based on what you have already filed. When you 
reply, please include a copy of the other side of this notice and also 
include any papers attached to this notice. 

!; 

Reply Period. 

If this notice indicates that you ~ust reply by a certain date and 
you do not reply by that date, we will issue a decision based on 
the evidence on file. No extensiqn of time will be granted. After 
we issue a decision, any new evidence must be submitted with a 
new application or petition, motion or appeal, as discussed under 
"Denials". 

. :j 

Approva~ for a Petition. 

Approval of an immigrant or nonimmigrant petition means that 
· the beneficiary, the person for whom it was filed, has been found 
eligible for the requested classification. However, approval of a 
petition does not give any statu~ or right. Actual status is given 
when the beneficiary is given the proper visa and uses it to enter the 
United States. Please contact the ~ppropriate U.S. consulate directly 
if you have any questions about vi,sa issuance. 

For nonimmigrant petitions, th~. beneficiary should contact the 
consulate after receiving our ilpproval notice. For approved 
immigrant petitions, the benefici,ary should wait to be contacted 
by consulate. 

If the beneficiary is now in the United States and believes he or she 
I 

may be eligible for the new status without going abroad for a visa, 
he or she should use InfoPass ~o contact a local USCIS office 
about applying here. 

using Info Pass to contact 1¥our: local USGIS office, or by calling the 
. . II II,], I: 'I II I' NatiOnal Customer Servtce <Ee~ter. 
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RECEIPT NUMBER 
W09000540 
RECEIVED DATE 
March 11, 2009 
NOTICE DATE PAGE 
March 26, 2009 1 of 1 

Robert L. Trezise, Jr. 
LEDC Regional Center ' 
401 s. Washington Sq., Suite 100 
Lansing, MI 48933 

D . I-797C, Notice of Action 
. I 

.f¥46¥¥9 ew1 0+iMr iiWh t @iW§&!M+IPMiJlrlLWJMtlW£bU 
I 

CASE TYPE 
Re ional Center Pro · osal 
REGIONAL CENTER NAME . . . I 

Lansing Economic Development Corporation Regional Center 

. Notice Type: 

I 

Receipt Notice 

·, ,;· 

Receipt Notice - This notice confirms that USCIS received you~ Regional Center Proposal. If any of the above · 
information is incorrect, send an e-mail to: USCIS.ImmiqrantlnvestorProqram@dhs.gov. This notice boes not grant any 
immigration status or benefit. It is not even evidence that thiscase is still pending. It only shows th~t the application or 
petition was filed on the date shown. · · · · .: 

. . ' 

Processing Time - The current processing time for this case is estimated at 120 days. Unlike other! case types, · 
verification or tracking of this case is not available electronically or on our website. We will notify yow by mail when we 

• I 

make a decision on this case or if we need something from you. If you do not receive an initial decision or update from 
us within our current processing time, you may send an e-mail to: USCIS.ImmiqrantlnvestorProqram@dhs.gov. or 
contact us at the address below. 

Address Change - If your mqiling address changes while your case is pending, you may send an eimail to: 
USCIS.ImmiqrantlnvestorProqram@dhs.gov. Otherwise, you might not receive notice ofour action 0n this case. 

Please save this notice and a copy of any papers that you send to us along with proof of delivery. 

U.S. CffiZENSHIP & IMMIGRATION SVC 
CAUFORNIA SERVICE CENTER 
Attn: EB-5 RC Proposal 
P.O. BOX 10526 
LAGUNA NIGUEL CA 92607-10526 

Form I-797C (Rev. 01/31/05) N 
1 . 36 



0 Q 
E> Please save this notice for your records,c Please enc/qse a copy if you have to write us or a U. S. C~nsulate about this case, 

or if you fihi another application based 011 this decision. 

® You will be notified separately about any other applications or petitions you have filed. 

Additional Information 

GENERAL. 

The filing of an application or petition does not in itself allow 
a person to enter the United States and does not confer any 

other right or benefit. 

INQUIRIES. 

You should contact the office listed on the reverse side of this 
notice if you have questions about the notice, or questions 
about the status of your application or petition. We recommend 
you call. However, if you write us, please enclose a copy of 
this notice with your letter. 

APPROVAL OF NQNIMMIGRANT PETITION. 

Approval of a nonimmigrant petition means that the person for 
whom it was filed has been found eligible for the requested 
classification. If this notice indicated we are notifying a U.S. 
Consulate about the approval for the purpose of visa issuance, 
and you or the person you filed for have questions about visa 
issuance, please contact the appropriate U.S. Consulate 
directly. 

APPROVAL OF AN IMMIGRANT PETITION. 

Approval of an immigrant petition does not convey any right 
or status. The approved petition simply establishes a basis 
upon which the person you filed f~r can apply for an immigrant 
or fiance( e) visa or for adjustment of status. 

A person is not guaranteed issuance of a visa or a grant of 
adjustment simply because this p.etition is approved. Those 
processes look at additional criteria. , 

If this notice indicates we have approved the immigrant 
petition you filed, and have foJ>Yarded it to the. Department 
of State Immigrant Visa Processing Center, that office will 
contact the person you filed the petition for directly with 
infom1ation about visa issuance. 

In addition to the information on the reverse of this notice,·· 
the instructions for the petition y,ou ·filed provide additional 
information about processing after approval of the petition. 

·' 

For more information about whether a person who is already 
in the U.S. can apply for adjustment of status, please see 
Form 1-485, Application to Register Permanent Residence or 
Adjust Status. 

l 
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.;.; U.S. ~Departmmt of Homeland Sec.uQ' 
U.s: Citize1tship and Immisration Stn ... ..:s 

Receipt# 
W09000540 
Notice Date 
A ril 1, 2009 

Robert L Trezise 

Page 
1 of 5 

CIO Lansing Economic Development Corporation 
401 S Washington Suite 100 

Application/Petition 
REGIONAl CENTER PROPOSAl 

Regional Center 
Lansin Re ional Center 

fzoog 

.~ltJpMEIIr CtJRR 
Request for Evidence 0 

0 
Lansing, MI 48933 

IMPORTANT: WHEN YOU HAVE COMPLIED WITH 
THE INSTRUCTIONS ON THIS FORM, RESUBMIT 
THTS llfOTICE ON TOP OF ALL REQUESTED 
DOCUMENTS AND /OR INFORMATION TO THE 
ADDRESS BELOW. THIS OFFICE HAS RETAINED 
YOUR PETITION I APPLICATION WITH SUPPORTING 
DOCUMENTS. 

-~----------~------~~ 
THE INFORMATION REQUESTED B'ELOW MUST BE 

ws 24068 esc 3360 mv m 

RECEIVED BY THIS OFFICE NO LATER THAN EIGHTY
FOUR (84) DAYS FROM THE DATE OF THIS NOTICE. IF 
YOU DO NOT PROVIDE THE REQUESTED 
DOCUMENTATION WITHIN THE TIME. ALLOTTED, YOUR 
APPLICATION WILL BE CONSIDERED ABANDONED 
PURSUANTT08C.F.R.l03.2(B)(l3) AND, AS SUCH, WILL 
BE DENIED. 

RETURN THIS NOTICE ON TOP OF THE REQUESTED INFORMATION LISTED ON 
THE ATTACHED SHEET. 

Note: You are given until JUNE 29,2009 in which to submit the information requested. 

Pursuant to 8 C.F.R. 103.2(b)(Il) failure to submit ALL evidence requested at one time may result in the 
denial of your application. 

For non-US Postal Service : 
Attn: EB 5 RC Proposal 
24000 A villa Road, 2nd Floor 
La aNi el, CA 92677 
You will be notified separately about any other applications or petitions you filed. Save a photocopy of this notice. 
Please enclose a copy-ofit if you write to us about this case, or if you file another application based on this decision. Our 

· address is: 

U.S. CITIZENSHIP AND IMMIGRATION SERVICES 
. Attn: EB 5 RC Proposal 

CALIFORNIA SERVICE CENTER 
P.O. BOX 10590 
LAGUNA NIGUEL, CA 92607-0526 

Form 1-797 (8/06) 

I.. . .. ·· ...... 

· ...... _- ··wng·--:-o· ··a· ·o·· ~-5· 4.,_5· -· f r·J::.·-: .. ~ 't: , ..• '' ~ .;, .• ;· ~ \;;} ~·'" •• ·• ' . - • .I •• ,,. . '•"• ' 

Please see additional inform:ation on the back. 
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Additional Information for Applicants and Petit~p*~rs:.: II ill 
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General. 

The filing of an application or petition does not in itself allow a 
person to enter or remain in the United States and does not confer 
any other right or benefit. ' 

Inquiries. 

If you do not hear from us within lhe processing time given on 
this notice and you want to know the ~.tatus of this case, use Info Pass 
at www.uscis.gov to contact your local USCIS office or call our 
National Customer Service Center at !1-800-375-5283. 

'l 

You should follow the same procedur~s before contacting your local 
USCIS office if you have questions about this notice. 

I 

Fleast: have this form with you whenever you contact a local office 
about this case. · 

Requests for Evidence. 

If this notice asks for more evidence, you can submit it or you can 
ask for a decision based on what you have already filed. When you 
reply, please include a copy of the otper side of this notice and also 
include any papers attached to this notice. 

! 
I 

Reply Period. 

If this notice indicates that you mdst reply by a certain date and 
you do not reply by that date, we will issue a decision based on 
the evidence on file. No extension of time will be granted. After 
we issue a decision, any new evidence must be submitted with a 
new application or petition, motion: or appeal, as discussed under ' 
"Denials". '' 

Approva~ for a Petition. 

Approval of ·an immigrant or nonimmigrant petition means that 
the beneficiary, the person for whom it was filed, has been found 
eligible for the requested classific~tion. However, approval of a 
petition does not give any status or right. Actual status is given 
when the beneficiary is given the pr9per visa and uses it to enter the 
United States. Please contact the appropriate U.S. consulate directly 
if you have any questions about vis~: issuance. 

For nonimmigrant petitions, the beneficiary should contact the 
consulate after receiving our approval notice. For approved 
immigrant petitions, the beneficiary should wait to be contacted 
by consulate. " 

If the beneficiary is now in the United States and believes he or she 
may be eligible for the new status ~ithout going abroad for a visa, 
he or she should use InfoPass to:: contact a local USCIS office 
about applying here. 

,, 

"'G:D' U.s·h~VERNM~-NT PRINTING OFFICE: 2008~351-11( 

I : lt. :I 

I 
' I 

Denials. ; , ·! .! II , 
; II h .1 1, 'it 

A denial means that after e~er!y ld.ongiderat,ipn, USCIS concluded 
that the evidence submittedll cti1d 1hot! e~bblish eligibility for·· the 

requested benefit. , ,I I i I'; .; : :.· I 
I !1 · ~, · 

If you believe there is more bvio~~ce :that ~ill establish eligibility, 
fil 

'[' !I . II Iii I' .. ·I II ... !d til you can 1 e a new app IC~t10n11or 1petltlon, or you can 1 e a 
. h' lf..l II.J b' 1: II tJJ!I d . I. . . motiOn to reopen t 1s case. · y0,u 

1 
e 1eve tt,te ema IS mcons1stent 

'h' d d.. 11 11 '1111
•.' I '·I fil . f w1t prece ent eciSlons or ~egt~ ~.tlo~s, !YOU, can 1 e a motion or 

reconsideration. · ~~~~~I! ~~ ·.: : I d: i 1jll ' I; 

I I 1 111! ',' (, 
If the front of this notice states 

1
tli. 'at this deni'fil can be appealed and 

'I I 111" ' II ld you believe the decision is in~ elorj ·yo}l can file an appeal. 

v b . ' f II .I ;li i: b'' II h'i
1

1 b . h 10u can o tam more m ormatlon
1

.a out t ese processes y e1t er 
. f II 1111,· ,:1 . 

usmg In oPass to contact your lp~~l USG[S 
1

9ffice, or by callmg the 
National Customer Service Center.!;: ; 11 II · :·: 

'I 'II·. I I I: 'I 

II II f' I 

I I' 
II I" , r :· 

,,. II . i 

: !I ..1l 
1.1 '· 
i[l:. 
' I, I' 

!I[' :; 
•i I · · II' l 'II . 
I 1: ~~ 

! ~~~ I! : ~ ! 
I ,, I 

I I' ' 

' I I 

'l ' ; I 1.·· ,:,i 
•.· , .. ,J' 

:11r, :. 
! 1:· ,' 'lll I' , .I : 
'. ~~ I' I.·: 'l•i 
I · I 
111. '1 1 

I'!' ·i~: 
'I· I' 

I I' '! 
I!!: ~:~i 
II! 

I' 

i 1': 

I I;· ' : ~ 

:i' 

"I 
:I! 
·' 

,:. 
.I 

I 
! 

1·1 
,'' 

'I 
II 

,I 

I
!' i: I 

' I· I '·' I , 

:! II· •'; ' 1;1, 'I, ...... , !·· 
: II 'I i' 
i .I .. I .::. 

~~~~ '.I ·': 

I 
' ' .,, 

I
·' '' ., 

I h I .: 

p : ~~I 

I
I• •i' jli' 

I

•;· ,•I IJ 

'I I I 
I, ... , 

I ; '' . ,, I 
I, ' 

~.~l~-~~~ ·i .. , ·II .· (1;; II 11·1 1
1 

'l I 

·~··r~~W'J I 

\ 

.,,.. 
••i 
(. . .) 
J .... ~ 

(") 
( . 
(' .: 
(.··: 
........ 



0 

Lansing Regional Center LLC-W09000540 
Page 2 

0 

In accordance with Federal Register Notice dated Jan 9, 2009, and effective Jan 26, 2009, your case has 
been relocated to the California Service Center for processing. 

What is the Immi~ant Investor Pilot Pro~am? 

The Immigrant Investor Pilot Program ("Pilot Program") was created by Section 610 of tblic Law 102-
395 (October 6, 1992). This is different in certain ways from the basic EB-5 investor program. 

The Pilot Program began in accordance with a Congressional mandate aimed at stimulating Lonomic 
activity and creating jobs for U.S. workers, while simultaneously affording eligible aliens th~ opportunity to 
become lawful permanent residents. Through this innovative program, foreign investors ar~ encouraged to 
invest funds in an economic unit known as a "Regional Center." 

A Regional Center is defined as any economic unit, public or private, engaged in the promo
1

tion of 
economic growth, improved regional productivity, job creation and increased domestic capital investment. 

8 CFR 204.6 (m)(3) describes specific evidence that must be submitted before consideratiol for eligibility 
for this benefit may proceed. After review of your proposal in the light of these requiremeJts, the 
following information, evidence or clarification is needed to proceed. 

It is always best to start with a cover letter that acts as an executive summary followed by a table of contents 
of the various tabbed sections to follow. 

The proposal should include a sample project(s) with examples of documentation required for an 
individual investor to qualify. The kinds of documents are described below under the busiJess approach 
and structure category. Many organizations use a specific project in the developmental stag1~ as the basis for 
the sample, submitting documentation that they intend to use for their I st project. This allows the USCIS to 
comment on the documentation before submission by the individual investor. While the cbmments aie 
not binding on USCIS, they do assist many new Regional Centers in planning and developiJg activities. 
The sample project(s) should reflect the kinds of activities that the Regional Center will spohsor. For 
instance, Real Estate Construction, remodeling and development would be one activity typ~ while general 
capital investment in a start-up would be another. 

Indirect Job Creation (8 CFR 204.6(m)(3)(ii)): 

Under the provisions of the INA which apply to the Immigrant Investor Pilot Program and spf!cific 
amendments to the statute, especially in the 2002 amendment Per Public Law 107-273, enlcted November 
2, 2002, which clearly states: 

A regional center shall have jurisdiction over a limited geographic area, which shall be described in 
the proposal and consistent with the purpose of concentrating pooled investment ih defined 
economic zones. The establishment of a regional center may be based on general p~edictions, 

ATIACHMENT TO I-797 
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Lansing Regional Center ll.C-W09000540 
Page 3 

0 

contained in the proposal, concerning the kinds of commercial enterprises that will receive capital 
I 

from aliens, the jobs that will be created directly or indirectly as a result of such capital investments 
and the other positive economic effects such capital investments will have. 

Also 8 CFR 204.6(m)(3)(ii) requires you to: 

Provide in verifiable detail how jobs will be created indirectly; 

It is imperative to fully explain indirect job creation, as well as the direct and induced jobs, if any. The 
requirement of creating at least 10 new full-time (35 hours per week) jobs per each individtal alien 

I 

investor may be satisfied by showing that, as a result of the investment and the activities of dhe new 
enterprise, at least 10 jobs per alien investor will be created directly or indirectly through an employment 
creation multiplier effect. Submit an Economic Analysis and model that shows and describe~ job creation 
for each category of economic activity (for example, manufacturing, food production/procJssing, 
warehousing, tourism and hospitality, transportation, power generation, agriculture, etc.) ~spects of this 
element of the proposal may be combined with other issues listed below in a single econo~ic analysis and 
job creation model. 

When relying on econometric models for indirect job creation1 it is imperative that "direct jobs" will be 
real identifiable jobs supported by wage reports or I-9 forms otherwise they must be explici:tly identified as 
hypothetical in nature. Another method would be to predict jobs based on dollar amount inlested in the 
overall project and this too must be made clear. This distinction will be critical at the I-829 removal of 
condition stage of the immigration process. 

Regional or National impact of the Regional Center (8 CFR 204.6 (m) (3) (iv) ): 

Regulations at 8 CFR 204.6(m)(3)(iv) require that the proposal contain: 

1 USCIS does not accept or credit creation of direct temporary "construction jobs" within a business plan or 
economic job creation forecasts activities which involve a limited duration construction phase of l~ss than 3 years 
unless the scope, complexity, and the ongoing construction phase must be fully sustained for all th9 construction 
phase jobs for 3 years or more with respect to the size, scope, nature, engineering/technology challenges and breadth 
of the project--for example a massive-scale nuclear power facility, or major Dam or a giant oil refiJery, or similar 

I 

type of massive and expansive and major engineering project. Shorter term construction jobs less than three years in 
duration have been determined to be of such a short term in nature as to not be sustained and to dec~ease and 
disappear as the initial construction activities wind down to completion. Such shorter term constru6tion jobs in 
many locations are seasonal at best. Nevertheless, for all capital investment expenditures for the cclnstruction phase, 

I 

all capital-induced "down-stream" support activities and "indirect" jobs impacted and associated with the 
construction activities such as suppliers, transportation, engineering and architectural services, maibtenance and 

I 

repair services, interior design services, manufacturing of components and materials, etc., may be factored into the 
calculations for creation of indirect jobs. 
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... a detailed prediction regarding the manner in which the regional center will have a positive 
impact on the regional or national economy in general as reflected by such factors a~ increased 
household earnings, greater demand for business services, utilities, maintenance and repair, and 
construction both within and without the regional center; 

A detailed prediction must be provided which includes the topics of regional or national impact on 
household earnings, greater demand for business services, utilities, maintenance and repair, bd 
construction both within and outside the Regional Center. This can be combined with job cieation and 
overall economic impact. 

The proposal should not makes vague references to regional economic impacts but should provide actual 
monetary predictions and address the elements listed in USCIS regulations. The economic mbdel and 
analysis requested under job creation and National and Regional impact of the Regional Center will also 
need to address these specific points as listed here. 

Overall Economic Impact of the Regional Center (SCFR 204.6(m) (3) (iv): 

Submit a complete and valid economic analysis sufficiently detailed to predict the overall economic impact to be 
made by the Regional Center. This can be combined with items relating to job creation and impadt of the 
Regional Center. 

The Business Approach and Structure of the Regional Center (Section 610 of Public Law 102-
395(0ctober 6, 1992)): 

The business aspects of the Regional Center must be fully explained as to its structure. This aspect of a 
proposal includes, but is not limited to, the following basic elements or samples of them as dpplicable to the 
business approach and structure to be used by the Regional Center: 

• An overall Business Plan -
• Draft Operating Agreement 
• Draft Partnership Agreement 
• Draft Subscription Agreement 
• Draft of an Offering Letter, Memorandum, Confidential Private Placement Memorandum, or 

similar offering made in writing to an immigrant investor through the Regional Cefter. 
• Draft Memorandum of Understanding, Interagency Agreement, Contract, Letter of Entent, Advisory 

Agreement, or similar agreement to be entered into with any other party, agency ot organization 
to engage in activities on behalf of or in the name of the Regional Center. 

• Articles of Incorporation from the State for the Regional Center 
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In regards to the draft operating agreement already submitted, is this draft for the Regional Genter LLC or 
for the individual projects? Exhibit 8 indicates that your intention is to form a LLP for each ~roject, while 
exhibit 10 is a draft operating agreement for an LLC. Clarify your intent in this matter. 

Administrative Oversight (8 CFR 204.6)): 

The regulations at 8 CFR 204.6(m)(6), require that an approved Regional Center in order to
1 

maintain the 
validity of its approval and designation, must continue to meet the statutory requirements of the Immigrant 
Investor Pilot Program by serving the purpose of promoting economic growth, including in~reased export 
sales (where applicable), improved regional productivity, job creation, and increased domeJtic capital 
investment. Therefore, in order for USCIS to determine whether an approved and designat~d Regional 
Center is in compliance with the above cited regulation, and in order to continue to operate as a USCIS 
approved and designated Regional Center, your administration, oversight, and management of your 
Regional Center shall be such as to monitor all investment activities under the sponsorship of your Regional 
Center and to maintain records, data and information on a quarterly basis in order to report /to USCIS upon 
request the following year to date information for each Federal Fiscal Year2. commencing with the initial 
year as follows: 

Submit a description of your plans to administer, oversee, and manage the proposed Regional Center, 
including but not limited to such things as to identify, assess and evaluate proposed immigrbt investor 

I 

projects and enterprises; how the proposed Regional Center would perform "due diligence 'i as to whether 
investment capital to be sought will consist solely of alien investor capital or a combination 

1

of alien 
investor capital and domestic capital; how to monitor all investment activities affiliated, through or under 
the sponsorship of the proposed Regional Center, and to maintain records, data and informAtion on 
projects, investors, business activities, etc., in order to report to USCIS for each Federal Fisch Year. This is 

I 

known as "due diligence" and is coupled with "oversight reporting responsibilities" to be fully explained if 
approved and designated. 

Translations: 

Any document containing a foreign language submitted to USCIS shall be accompanied by a full English 
translation that the translator has certified as complete and accurate, and by the translator's tertification that 
he or she is competent to translate from the foreign language into English. 

Copies: 

Unless specifically required that an original document be filed with an application or petitiqn, an ordinary 
legible photocopy may be submitted. Original documents submitted when not required will remain part of 
the record, even if the submission was not required. 

2 A Federal Fiscal Year runs for twelve consecutive months from October 151 to September 30th. 
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In accordance with Federal Register Noti~e dated Jan 9, 2009, and effective Jan 26, 2009, your case has 
been relocated to the California Service Center for processing. 

What is the Immig,rant Investor Pilot Prog,ram? 

The Immigrant Investor Pilot Program ("Pilot Program") was created by Section 610 of ~blic Law 102-
395 (October 6, 1992). This is different in certain ways from the basic EB-5 investor program. 

The Pilot t>fogram began in accordance witl1 a Congressional mandate aimed at stimulating Lonomic 
activity and creating jobs for U.S. workers, while simultaneously affording eligible aliens thJ opportunity to 
become lawful permanent residents. Through this innovative program, foreign investors arel encouraged to 
invest funds in an economic unit known as a "Regional Center." 

A Regional Center is defined as any economic unit, public or private, engaged in the promotion of 
I 

economic growth, improved regional productivity, job creation and increased domestic capital investment. 

8 CFR 204.6 (m)(3) describes specific evidence that must be submitted before consideratiol for eligibility 
for this benefit may proceed. After review of your proposal in the light of these requiremerlts, the 
following information, evidence or clarification is needed to proceed. 

It is always best to start with a cover letter that acts as an executive summary followed by a uable of contents 
of the various tabbed sections to follow. 

The proposal should include a sample project(s) with examples of documentation required for an 
individual investor to qualify. The kinds of documents are described below under the busirless approach 
and structure category. Many organizations use a specific project in the developmental stag~ as the basis for 
the sample, submitting documentation that they intend to use for their 1St project. This all9ws the users to 
comment on the. do~~entati9n before submission .by the individual investor. While the c<Dminents are 
not binding on USCIS, they do assi~t many new Regional Centers in planning and developirlg activities. 
The sample project(s) should reflect the kinds of activities that the Regional Center will spohsor. For 
instance, Real Estate Construction, remodeling and development would be one activity type while general 
caJ.:ital investment in a start-up would be another. 

Indirect Job Creation (8 CFR 204.6(m)(3)(ii)): 

Under the provisions of the INA which apply to the Immigrant Investor Pilot Program and specific 
amendments to the statute, especially in the 2002 amendment Per Public Law 107-273, enlcted November 
2, 2002, which clearly states: 

A regional center shall have jurisdiction over a limited geographic area,·which shall be described in 
the proposal and consistent with the purpose of concentrating pooled investment iA defined 
economic zones. The establishment of a regional center may be based on general p~edictions, 
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contained in the proposal, concerning the kinds of commercial enterprises that will receive capital 
from aliens, the jobs that will be created directly or indirectly as a result of such cap~tal investments 
and the other positive economic effects such capital investments will have. 

Also 8 CFR 204.6(m)(3)(ii) req,uires you to: 

Provide in verifiable detail how jobs will be created indirectly; 

It is imperative to fully explain indirect job creation, as well as the direct and induced jobs, ff any. The 
requirement of creating at least 10 new full-time (3 5 hours per week) jobs per each individ?al alien 
investor may be satisfied by showing that, as a result of the investment and the activities of the new 
enterprise, at least 10 jobs per alien investor will be created directly or indirectly through an employment 
creation multiplier effect. Submit an Economic Analysis and model that shows and describe~ job creation 
for each category of economic activity (for example, manufacturing, food production/procdssing, 
warehousing, tourism and hospitality, transportation, power generation, agriculture, etc.) ~spects of this 
element of the proposal may be combined with other issues listed below in a single econo~ic analysis and 
job creation model. 

. When relying on econometric models for indirect job creation' it is imperative that "direct jobs" will be 
real identifiable jobs supported by wage reports or I-9 forms otherwise they must be explic~tly identified as 
hypothetical in nature. Another method would be to predict jobs based on dollar amount in~ested in the 
overall project and this too must be made clear. This distinction will be critical at the 1-829 ~emoval of 
condition stage of the immigration process. 

Regional or National impact of the Regional Center (8 CFR 204.6 (m)(3)(iv)): 

Regulations at 8 CFR 204.6(m)(3)(iv) require that the proposal contain: 

1 USCIS does not accept or credit creation of direct temporary "construction jobs" within a business plan or 
economic job creation forecasts activities which involve a limited duration construction phase of lbss than 3 years 
unless the scope, complexity, and the ongoing construction phase must be fully sustained for all thd construction 
phase jobs for 3 years or more with respect to the size, scope, nature, engineering/technology challdnges and breadth 
of the project--for example a massive-scale nuclear power facility, or major Dam or a giant oil refidery, or similar 

I 

type of massive and expansive and major engineering project. Shorter tenn construction jobs less than three years in 
duration have been determined to be of such a short term in nature as to not be sustained and to de+ease and 
disappear as the initial. construction activities wind down to completion. Such shorter term construction jobs in 

many locations are seasonal at best. Nevertheless, for all capital investment expenditures for the cdnstruction phase, 
I 

all capital-induced "down-stream" support activities and "indirect" jobs impacted and associated with the 
construction activities such a.s suppliers, transportation, engineering and architectural services, maihtenance and 

I 

repair services, interior design services, manufacturing of components and materials, etc., may be factored into the 
calculations for creation of indirect jobs. 
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... a detailed prediction regarding the manner in which the regional center will have a positive 
impact on the regional or national economy in general as reflected by such factors ar increased 
household earnings, greater demand for business services, utilities, maintenance and repair, and 
construction both within and without the regional center; 

A detailed prediction must be provided which includes the topics of regional or national impact on 
household earnings, greater demand for business services, utilities, maintenance and repair, land 
construction both within and outside the Regional Center. This can be combined with job creation and 
overall economic impact. 

The proposal should not makes vague references to regional economic impacts but should provide actual 
monetary predictions and address the elements listed in USCIS regulations. The economic mbdel and 
analysis requested under job creation and National and Regional impact of the Regional Cen1ter will also 
need to address these specific points as listed here. 

Overall Economic Impact of the Regional Center (8CFR 204.6(m)(3)(iv): 

Submit a complete and valid economic analysis sufficiently detailed to predict the overall economic impact to be 
made by the Regional Center. This can be combined with items relating to job creation and impaJt of the 
Regional Center. 

The Business Approach and Structure of the Regional Center (Section 610 ofPublic Law: 102· 
395(0ctober 6, 1992)): 

The business aspects of the Regional Center must be fully explained as to its structure. This aspect of a 
proposal includes, but is not limited to, the following basic elements or samples of them as bpplicable to the 
business approach and structure to be used by the Regional Center: 

• An overall Business Plan -
• Draft Operating Agreement 
• Draft Partnership Agreement 
• Draft Subscription Agreement 
• Draft of an Offering Letter, Memorandum, Confidential Private Placement Memoraiildum, or 

similar offering made in writing to an immigrant investor through the Regional cehter. 
I 

• Draft Memorandum of Understanding, Interagency Agreement, Contract, Letter oflntent, Advisory 
Agreement, or similar agreement to be entered into with any other party, agency at organization 
to engage in activities on behalf of or in the name of the Regional Center. 

• Articles of Incorporation from the State for the Regional Center 
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In regards to the draft operating agreement already submitted, is this draft for the Regional Genter LLC or 
for the individual projects? Exhibit 8 indicates that your intention is to form a LLP for each Jroject, while 
exhibit 10 is a draft operating agreement for an LLC. Clarify your intent in this matter. 

Administrative Oversight (8 CFR 204.6)): 

The regulations at 8 CFR 204.6(m)(6), require that an approved Regional Center in order to maintain the 
validity of its approval and designation, must continue to meet the statutory requirements o~ the Immigrant 
Investor Pilot Program by serving the purpose of promoting economic growth, including fm:reased export 
sales (where applicable), improved regional productivity, job creation, and increased domesiic capital 
investment. Therefore, in order for USCIS to determine whether an approved and designat~d Regional 
Center is in compliance with the above cited regulation, and in order to continue to operate ~s a USCIS 
approved and designated Regional Center, your administration, oversight, and management bf your 

I 

Regional Center shall be such as to monitor all investment activities under the sponsorship of your Regional 
Center and to maintain records, data and information on a quarterly basis in order to report to USCIS upon 
request the following year to date information for each Federal Fiscal Year2. commencing with the initial 
year as follows: 

Submit a description of your plans to administer, oversee, and manage the proposed Regioncil Center, 
including but not limited to such things as to identify, assess and evaluate proposed immigr1.t investor 
projects and enterprises; how the proposed Regional Center would perform "due diligence" las to whether 
investment capital to be sought will consist solely of alien investor capital or a combination 0f alien 
investor capital and domestic capital; how to monitor all investment activities affiliated, throbgh or under 
the sponsorship of the proposed Regional Center, and to maintain records, data and informa~ion on 

I 

projects, investors, business activities, etc., in order to report to USCIS for each Federal Fiscal Year. This is 
known as "due diligence" and is coupled with "oversight reporting responsibilities" to be fJUy explained if 
approved and designated. 

Translations: 

Any document containing a foreign language submitted to USCIS shall be accompanied by a full English 
translation that the translator has certified as complete and accurate, and by the translator's certification that 
he or she is competent to translate from the foreign language into English. 

Copies: 

Unless specifically required that an original document be filed with an application or petition, an ordinary 
legible photocopy may be submitted. Original documents submitted when not required willl remain part of 
the record, even if the submission was not required. 

2 A Federal Fiscal Year. runs for twelve consecutive months from October 1st to September 30th. 
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LANSING ECONOMIC DEVELOPMENT 
CORPORATION I 

4o1 S. WASHINGTON SQ., SUITE 100, LANSING MI 48933, PHONE: (517) 483-4140! FAX: (517) 483-6057 
· www .edc.cityoflansingmi.com 

Virg Bernero, Mayor 

6/22/2009 

Lansing Economic Development Corporation 
Lansing Tax Increment Finance Authority 

Lansing Brownfield Redevelopment Authority 
Lansing Regional SmartZonesm 

U.S. Citizenship and Immigration Services 
Attn: EB-5 RC Proposal 
California Service Center 
P.O. box 10590 
Laguna Niguel, CA 92677 

U.S. Citizenship & Immigration Services: 

Accompanying this letter is further documentation regarding the City of 
Lansing's request for designation as an EB-5 Regional Center. Per the document 
received by our office from USCIS we have focused on the following components of 
the application in this response: 

1.) Indirect Job Cr.eation & economic impact of the regional center. 

2.) Business Operations including an expanded market plan. 

3.) Administrative oversight. 

The Lasing Economic Development Corporation is prepared to work with USCIS 
to ensure that the City of Lansing will have an opportunity to participdte in the EB-5 
Regional Center program. Thank you again for your consideration of dur request. 
Please do o hesitate to contact us if we can answer any questions. 

Robert L. rezise, Jr. 
President & CEO 
Lansing Economic Development Corporation 
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1.) Indirect Job Creation & Economic Impact 

In order to ensure that proper methodology is followed in regards to calculating 
indirect job creation and the economic impact of immigrant investments, Je 
Lansing EDC has formed a partnership with Anderson Economic Group rlo serve 
as the economic consultant for the Lansing Regional Center. Anderson Ecbnomic 
Group is an experienced and diversified economic consulting firm that will I bring 
unprecedented resources to the Lansing Regional Center and ensure that all 
invested funds will create the required indirect employment to ensure prop~r 
documentation. The attached memo outlines Anderson Economic Groupfs 
methodologies and also provides documentation to support the Lansing R6:gional 
Center's proposed initial project, Market Place. 

·',i·· 
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Memorandum 
Date: June 24, 2009 

-ANDERSON 
ECONOMIC 
G R 0 UP 

0 

To: Mr. Ken Szymusiak, Lansing Economic Development Corporation 

From: Scott Watkins, Anderson Economic Group 
Alex Rosaen, Anderson Economic Group 

Re: Economic impact ofEB-5 applicant investments· 

Summary 

An EB-5 designation for the City of Lansing will help generate new investment in our 
community, attract highly-skilled and entrepreneurial immigrants, and provide a p0sitive 
impact on our economy. This economic impact, of course, will reach beyond the ahual dollar 
amount invested by program participants, and an important component of the EB-5 program is 
being able to measure this broader economic impact. 

Anderson Economic Group has specific expertise and experience in completing such studies, 
and is pleased to be a part of the LEDC's team involved in reviewing the economid impacts of 
the program. In this memo we outline the methodology we will follow to quantify /the 
economic impacts of EB-5 investments in the City of Lansing, and demonstrate how this 
approach is applied using a specific project which may, with EB-5 approval, recei~e 
investments under the program. 

Economic Impact Methodology 
To determine the economic impact that an EB-5 investment has had on the City of Lansing we 
will: j 

i. Meet with the LEDC and the EB-5 investor and business operator(s), to obtain the 
required data about the business activity the investment has generated withirl the City of 
Lansing. This will include information on number of employees, payroll and 
compensation plans, capital and operating expenditures, the share of these ekpenditures 
that are made to other businesses within the community, and the exact natu~e and 
industry of the business so that we can select the appropriate economic multipliers. 

ii. Create an economic impact model that will quantify the direct and indirect dmployment 
that is attributable to the investment, on an annual basis. To estimate indiredt 
employment we will carefully select the appropriate economic multipliers, tvhich we 

Anderson Economic Group LLC • www.AndersonEconomicGroup.com 
I 555 Watertower Place, Suite I 00 • East Lansing, Ml 48823 • Tel: (5 17) 333-6984 • Fax: (517) 333-7058 

' East Lansing I Chicago 
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will obtain from the U.S. Bureau of Economic Analysis RIMS II program, and apply 
the multipliers to the direct jobs and expenditures associated with the invesdnent 
business, thus obtaining an accurate measure of indirect economic impacts dssociated 
with the EB-5 investment. I 

iii. Upon completing our model and the required analysis we will prepare a memorandum 
to outline the data we used, any assumptions made, our analytic approach, ahd the 
findings of the analysis. This will include a description of the investment, arld a 
narrative to explain how it generates economic impacts in the area, and what the value 
of those economic impacts are on an annual basis. 

Sample Economic Impact Analysis 

To illustrate how our economic impact methodology would apply to one of the inv
1

estment 
areas that the LEDC hopes to attract EB-5 funds for, let's consider a urban real estate 
investment project designed to relocate Lansing City Market and create a new rivetfront 
mixed-use village, "Market Place." The analysis below includes example categoriJs and 
values for operating expenditures representative of residential and office building I 

management. An economic impact analysis for the I-829 removal of condition stage would use 
actual operating expenditures as a basis for the analysis. 

Note that the analysis does not include the impact of construction despite the clear economic 
impact associated with the construction phase of a new real estate development. This is 
because construction will be completed by the time analysis (for the removal of cdndition 
stage) showing ongoing employment impact will take place. I 

Details of EB-5 Investment. The investor would become a partner in developing the Market 
Place village. As currently envisioned, the development would include the construdtion of two 
buildings, though more could be added to the plan if market conditions allow. The buildings 
would include: 

• A residential building with between 80 and 100 residential rental units. The building would 
be four stories in height, and would have approximately 80,000 square feet of i!nterior 
space. 

• A mixed-use building with approximately 50,000 square feet of office space for a corporate 
headquarters and approximately 100 residential apartment units. 

This proposed development would cost approximately $16 million to construct, a portion of 
which would be at-risk investment supplied by an investor participating in the EBt5 program. 

Direct Jobs and Expenditures Data. The employment created by the proposed development 
would come from two sources. First, the development company would bring new lvorkers 
directly onto their payroll to manage the operation of the new properties. These crbated jobs 
would be verifiable through wage reports or 1-9 forms. The developer in this case 

1

bstimates 
needing to directly hire approximately 3 employees to manage the residential building, and 4 
employees to manage the mixed office and residential building. I 

The second source of employment is generated by non-payroll operational expenditures. The 
buildings' operations would create additional direct and indirect jobs through opetating 
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expenditu~es spent on work contracted out by the building managers, supplies, utili~ costs, 
and other pperating expenses. I 

The example operating expenditures of the proposed buildings are summarized in Table 1 
below: 

TABLE 1. Example Operating Expenditures for Proposed Development 

Mixed Office/ 
Residential Residential 
Building Building Total 

General $300,000 $350,000 $650,000 
Maintenance 

Waste $35,000 $45,000 $80,000 
management 

Marketing $12,000 $7,000 $19,000 

Total Economic Impact oflnvestment. We estimate the total impact on employm
1

ent of the 
proposed development's operations using RIMS II input-output multipliers purchased from 
the U.S. Bureau of Economic Analysis. We use two types of multipliers for this an~lysis: 

• Dire<:t-Effect Employment multipliers are used to capture the total employment! impact 
(including direct and indirect employment) caused by planned direct employment at the 
development company as they manage the buildings. The total employment im~act is 
obtained by multiplying the direct employment by the direct-effect employment multiplier, 
which is customized for the region and industry. 

• Final-Demand Employment multipliers are used to capture the total employment impact 
I 

(including direct and indirect employment) caused by planned operating expenditures by 
the development company as they contract outside firms to perform tasks such k building 
maintenance. The total employment impact is obtained by multiplying the oper~ting 
spending in each category of operating spending (i.e. the "final demand" created in that 
industry) by the final-demand employment multiplier, which is customized for the region 
and industry. 

The results are summarized in Table 2 below 

Page 3 of4 

, I 



0 0 

TABLE 2. Total Annual Employment Impact of Proposed Development 

Base Value Multiplier8 

Direct Employment 6 2.4970* 

Waste management $80,000 13.1397 

Maintenance $650,000 14.8802 

Marketing $19,000 11.5398 

TOTAL 

Industry Used for 
Multiplier Selection 

Rental and leasing 
services and lessors 
of intangible assets 

Waste management 
and remediation 
services 

Household goods 
repair and 
maintenance 

Advertising and 
related services 

Total Employment 
(Direct plus 

Indirect)b 

14.982 

1.051 

9.672 

0.219 

I 25.924 

a.RlMS II final-demand employment multiplier for Lansing, Michigan MSA, which includes Ingham, 
Clinton, and Eaton Counties, unless otherwise noted by an asterisk (*) indicating ihe use of a direct
effect employment multiplier. Final-demand employment multipliers indicate the e1mployment impact 
per million dollars spent in the specified industry. 
b. Total employment is obtained by multiplying the base value by the multiplier. 

As shown in Table 2, an example real estate development project, with the operatimg 
expenditures identified in Table I, would create 25.924 jobs in the Lansing, Michi~an MSA. 
This includes direct jobs in the City of Lansing, and indirect jobs in the locallabot market, as 
defined by the surrounding MSA. 
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2.) Business Operations & Marketing Plan 
/ 

Clarification of Submitted Draft Operating Agreement: 
It was the intentof the submitted operating agreement to reflect the creation of a 
Limited Liability Corporation as specified in the revised operating structure1 (as seen 
below). The General Partner (Lansing Regional Center) will be created as J 
Limited Liability Corporation. 

Revised Proposed Regional Center Structure: 

Lansing Regional 
Center 

(General Partner) 

Lansing EDC 
(Supervisor) 

Limited Liability 
Corporation 

I 
Equity 
Partnership 

I 

Project 

Foreign Investors 
(Minority Partner) 

-- Private I 

Development/Business 
Investment Opportunity 

I 

-, 
I 

-... __________ ....._ ____ ___;5;..:.4 __ 



,. ' 0 0 

Role of Lansing Economic Development Corp. (LEDC): 
. The LEDC will be retained as council pursuant to any advisory agreements entered 
into by the General Partner on behalf of each limited partnership to provide 
administrative services as follows: 

• Identifying qualifying investments 
• Completing due diligence in regards to proposed investments 
• Monitoring qualifying investments for job creation and other EB-5 compliance 

requirements I 

• Providing accounting and reporting services for qualifying investments 
• Assisting qualifying businesses in obtaining future financing 

Role of Lansing Regional Center (LRC): 
The LRC will operate as a limited liability company under the supervision of the 
Lansing EDC Board of Directors. LRC will have a separate independent bo~rd of 
directors which will provide oversight of the fund and direction to the LRC M~nager. 
The LRC Director will be an employee of the Lansing EDC and will be in ch~rge of 

I 

day-to-day management of each limited partnership. Management responsibilities 
shall include: 

• Marketing qualifying investments to limited partners 
• Determining that qualified investments meet minimum criteria 
• Assuring that investments generate job creation criteria set forth by the EB-5 

Progm~ I 

• Supervise investment to insure financial performance and continued EB-5 
Program qualification 

• Providing detailed financial reports to Limited Partners 
• Maintenance of accounting books and records for each Limited Partnership 
• Retaining all professional services that may be deemed necessary fo~ each 

Limited Partnership . I 

• Providing detailed financial and status reports to LRC & LEDC Boards of 
Directors 

Investment Offerings: 
Investment offering letters will be issued to prospective investors by the Llfsing 
Regional Center's partnering legal finn Foster, Swift, Collins and Smith, P.<C. 

Articles of Incorporation: 
Due to the organizational structure of the Lansing Economic Development 
Corporation it will be necessary for the LEDC Board to pass a resolution [ 
authorizing the creation of the new Limited Liability Corporation. Once tlie 
USCIS approves of the Lansing Regional Center proposal the LEDC Boara will 
act immediately to authorize incorporation. 
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Expanded Marketing I Promotional Efforts 
Lansing is an international community. The city has large immigrant and refugee 
populations as well as a significant international student body. Additionall~ the city 
is continuing to build upon its assets through its continually evolving Sistet & 
Friendship City program, which is helping to elevate Lansing's intemationhl 
reputation to cultural and economic e~change in the global economy. Thcl Lansing 
Regional Center plans to implement a multi-level marketing strategy to gederate 
interest in open investment opportunities. 

Target Audiences: 
• Wealthy immigrants ( currendy residing in US) 
• Wealthy immigrants ( currendy residing abroad) 
• New enterprises & expanding foreign companies: 

o Circulate program through entire business community as potential 
financing mechanism- Global Business Club of Mid-MichigJp, Small 
Business Association of Michigan, Greater Lansing Chambet of 
Commerce etc. 

• MSU /Cooley Law School international students: 
o Opportunity to stay in familiar American city, can cultivate ties made 

here, can take job without as many barriers allowing for soci~ roots 
to take hold, funding for new ventures and innovation. \ 

o Contact international student (exchange) office, contact immigration 
law office, provide talks, provide brochures, advertise and prbmote 
within alumni newsletter, advertise within university newspa~ers. 

o Partnerships between international students and global Lansfug 
enterprises that do global business, internships. 

• Employers of immigrants: Provide option for employer to fund (or assist) 
immigrant employee, or inform business of program so employer can 
inform employee. [ 

o Give talks, provide brochure, article in ea. business's newsletter 
• Immigration attorneys & EB-5 brokers 

Implementation: 
1.) Leveraging Existing Business Relationships 

The Lansing EDC has forged a number of relationships with many 
international and immigrant businessmen whom now call Lansing home yet are still 
very connected to the business communities in their respective home citiesl, and 
have volunteered to assist with the distribution of print materials as well as !organize 
small symposiums for interested investors to gather information about the program. 
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2.) Leverage Existing International Organizations & Programming 
It is of utmost importance that the Lansing Regional Center to utili.Ze 

existing international programs to recruit potential investors and utilize thiJ 
network to market projects to a global audience. Existing organizations arld 
programs include: 

• Lansing Regional Sister Cities Commission: 
The Lansing Regional center will work within the city's strong international 

relationships fonned within Sister Cities including relationships with: 
- Otsu,Japan 
- Guadelajara, Mexico 
- St. Petersburg, Russia 
- Saltillo, Mexico 
- Saruning, China 
- Akuapim, Ghana 

• Michigan State University- Visiting International Professionals Prolgram 
(VIPP). . 
Utilize the vast human capital leveraged by Michigan State UniversilJ's 

VJPP program which hosts international professionals for educational I 

programming at MSU. Some of these attendees are very well established husiness 
professionals and well have interest in the Lansing Regional Center and ar~ also 
well connected in their home cquntries. 

3.) Michigan Economic Development Corporation - Shanghai Office 
The Lansing EDC has permission to distribute marketing materials through 

the Michigan EDC's Shanghai office in regards to the Lansing Regional Center. 
The MEDC is deeply entrenched within the Chinese business community I 
recruiting companies to invest in Michigan and also assisting Michigan bas

1
ed 

companies with their expansions into China. Due to the nature of their daily 
operations, utilization of the MEDC will be critical in getting promotional materials 
in front of our target market. 

Contact Info: , 
Harry C. Whalen 
Manager International Business Development 
State of Michigan 
Michigan Economic Development Corporation 
300 North Washington Square 
Lansing, Michigan 48913 U.S.A. 
Tel: (1), 517.241.4554 
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Fax: (1) 517.241.3689 
e-mail: whalenh@michigan.org 

4.) Consulate General of the People's Republic of China 
The Consulate General has agreed to assist the city of Lansing in marketing 

the Lansing Regional Center. This connection will allow a direct link to th~ 
I 

Lansing Regional Center from the Consulate General's website, and provide a 
unique opportunity to foreign investors interested in Mid-west prospects. 

Contact info: 
Ping Huang 
Consul General 
Consulate-General of the People's Republic of China 
Chicago, IL 

5.) Fifth Third Bank International Offices 
Fifth Third Bank has committed the company's International Desk, located 

I 

in Brussels, Belgium, for distribution of marketing materials. In addition, ~ifth 
Third has agreed to market the program to clients who will be potential users. This 
will be a key partnership as Fifth Third is seeking to expand their global pr~sence 
and the Lansing Regional Center will be at the forefront of this expansion. 

6.) Website 
The Lansing Regional Center will also be marketed heavily on the ~ternet 

through the Lansing EDC's website. The website design and deployment is being 
coordinated by Spartan Internet Consulting, which is a leading company in\ the field 
of internet marketing and strategic implementation. By utilizing cutting edge 
analytical tracking tools the website will be enabled to seek out potential in~estors 
and provide the Lansing Regional Center with unprecedented global expos~e. 

7.) Immigration Attorneys & EB-5 Brokers 
When necessary, the Lansing EB-5 Regional Center will work with lhrokers 

in countries where this type of process is customary. Through the broker detwork 
the Lansing Regional Center will gain true global exposure. 

8.) Greater Lansing Office of New Americans 
Under the guidance of Lansing Mayor Virg Bernero, Michigan State 

University, and the Lansing Economic Area Partnership (LEAP) an initiative has 
been created that will position the greater Lansing region as a true internatibnal 
community. The Office of New Americans (ONA) is a. new program undJr 
development ~at will coordinate all of the community's international asset~ to 
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ensure that greater Lansing has a unified voice to the global community. The 
following are j~st a few of the office's ambitious objectives: leverage regioral 
business assets into global economic growth, assist in the welcoming of refugee 
populations induding employment initiatives to ensure that we do not under-

t 

employ the population's vast intellect, implementation of new intemationa!l 
business associations, and many other innovative programs to cater to the 
international community. 

In an effort to securing funding for the launch of this initiative the tansing 
EDC along with our partner organizations presented the initiative to Mr.Ifck 
Foster, VP for Programs, W.K. Kellogg Foundation. The presentation was led by 
Dr. Soji Adelaja, Director of .Michigan State University's Land Policy Institute, and 
was very well received by the W.K. Kellogg Foundation. So much so, thaJ the 
Foundation has asked for a formal proposal and suggested that several huilidred 
thousand dollars would be made available to launch a pilot program. The 1formal 
proposal is being drafted for submittal at this time. 

9.) International Airports 
Opportunity to increase international traffic, and reputation as international 

airport in an increasingly global city. I 

o Advertise heavily in international terminals, global internet website 
presence 

I 
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3.) Administrative Oversight 

Administration of the Lasing Regional Center will be handled by tlle 
Lansing Economic Development Corporation and its partnering institutiobs: Fifth 
Third Bank; Foster, Swift, Collins, and Smith P.C.; and Anderson Econorbc 
Group LLC. All proposed projects will be thoroughly vetted to ensure th~t the 
project complies with necessary job creation multipliers and will provide fJr a safe 
investment vehicle. \ 

It is the intent of the Lansing Regional Center to create investment rehicles 
that would be funded solely by alien investor capital. However, it is possil:>le that 
investor capital, could be directed toward projects that would also have finfucing 
provided by private domestic capital. \ 

The Lansing EDC has a fully functional records keeping operation which is 
utilized to ensure the safe keeping of the organization's incentive and loan \ 
programs and is familiar with standard auditing records keeping as associated with 
loan and investment programs. 

60 



-·'.:.::::::------=--"---:-::---.. ---.---~--:---~~.-. .,...,,,,,.,,~l' ·';"\ .. , 
Department of Homeland Security 0 , . o. . 
u.s. Citizenship and Immigration. Service : 1-797~, Notice of Action 

A# ·Application/Petition 

Robert L. Trezise, JR. 
C/0: Lansing Redevelopment Corporation 
401 S. Washington Square, Suite 100 
Lansing, MI 48933 

RETURN THIS BLUE PROCESSING COVERSHEET ON TOP OF YOUR 
RESPONSE TO THE INTENT TO TERMINATE. li 

I 
I 

Note: You are given until 
il 

June l; 2012·-'·-··in which to submit the requested information to 
the address at the bottom of this notice. 

! 
I 

RESPONSE TO AN INTENT TO TERMINATE 

For more information, visit our website at WWW. uscis~gov 

Or call us at 1-800-375-5283 

Telephone service for the hearing impaired: 1-800-767-1833 

CSC4639 WS22090 DIV III AC 

For non-US ~ostal Service 
I 

Attn: EB 5 RC Proposal 
. I 

24000 Avila Road, 2nd Floor 
I 

Laguna Nigu~l, CA 92677 

You Will be notified separately about any other applications or petitions you filed. Save this notice. Please 1

1

enclose a copy of it 
if you write to us about this case,·or if you file another application based on this decision. Our address is: i · 

~~~~~~!~::::::::ENTER 111111111111111111111111111111111111111111111111111111111111111111111111111 

800-375-5283 RCW1031910. 74 
I 

Form II-797E (Rev. 05/05/06) Please see additional information on the reverse side. 

COPY I 

I 
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This Notice of Intent tci Terminate affects the La:rising Economic Development Corporation R~gional Center 
(LEDCRC) which was initi'ally approved and designated. as a qualifying regional center in the Immigrant 
Investor. Pilot Program ("Pilot Program") by the U.S. Citizenship and Immigration SerViccls (USCIS) on 
April20, 2010, pursuant to Section 610 oftheDepart!nentsofCommerce, Justice and State,ltheJudiciary, 
and Related Agencies Appropriations Act of 1993, Pub. L. 102-395, as amended (Public Law 1 02-395). · 

I. PROCEDURAL HISTORY AND BACKGROUND 

LEDCRCinitial regional center designation Form 1~924 regional center proposal was filed on J-t1arch 11, 
2 009. LEDCRC was granted the regional center designation in order t6 promote the goals of the Pilot 
Program. LEDCRC was·approved to attract immigrant investor capital into an area comprised bfthe city of 
Lansing, Michigan, focusing on loans to 3rd party enterprises and/ or equity investments in reJl estate 
construction, renovation and management, and provide equipment for new and eXisting busibesses. The 
LEDCRC shall focus the investment into new commercial enterprises to include the promotioJ of capital 
investment opportunities in the following target industry categories that were approved: 

1. Mixed Use Development. 
2. Hospitality/Tourism. 
3. Manufacturing/Warehousing. 
4. Information Tecnology /Biotechnology /Hi -tecnology. 
5. Higher Education. 

The purpose of this letter is to notify LEDCRC that USCIS intends to terminate the existing designation as a 
regional center for participation in the Pilot Program pursuant to 8 CFR § 2 04.6 ( m) ( 6). An explanation 
follows. · 

II. REGIONAL CENTER STATUTORY AND REGUJ.A,TORY FRAMEWORK 

Section 61 0 of the Departments of Commerce, Justice and, State, the Judiciary, and Relli.ted Agencies 
Appropriations Act of 1993, Pub. L 102-395 (Public Law 102-395), as amended, provides: 

(a) Of the visas otherwise available under section 203(b)(5) of the Immigration and ~ationality 
· Act (8 U.S.C. 1153(b)(S)), the Secretary .of State, together with the Secretary of Homeland 

. I 

Security, shall set aside visas for a pilot program to implement the provisions of sudh section. 
Such pilot program shall involve a regional center in the United States, designat~d by the 
Secretary ·of Homeland Security on the basis of a general proposal, for the prorhotion of 
economic growth, including increased export sales, improved regional produdivity, job 
creation, or increased domestic capital investment. A regional center shall have jurisdibtion over 
a limited geographic area, which shall be described in the proposal and consisten~ with the 
purpose of concentrating pooled investment in defined economic zones. The establisHment of a 
regional center may be based on general predictions, contained in the proposal, conc~rning the 
kinds of commercial enterprises that will receive capital from aliens, the jobs thlt. will be 
created directly or indirectly as a result of such capital investments, and the othJr positive 
economic ·effects such capital investments will have. · 

(b) For purposes of the pilot program established in subsection (a), beginning on October 1, 1992, 
but no later than October 1, 1993, the Secretary of State, together with the Sebretary of 
Homeland Security, shall set aside 3000 visas annually until September 30, 2012 to include 
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such aliens as 'are eligible for admission under section 203(b)(5) of the Immigration and 
Nationality Act and this section, as well as spouses or children which are eligible, Iunder the 
terms of the Immigration and Nationality Act, to accompany or follow to join such aliens. · 

(c) In determining compliance with section 203(b)(5)(A)(ili) of the Immigration and *ationality 
Act, and notwithstanding the requirements of 8 CFR § 204.6, the Secretary' of Homeland 
Security shall. permit aliens admitted under the pilot program described in this 1section to 
establish reasonable methodologies for determining the number of jobs created b~ the pilot 
program, including such jobs which are estimated to have been created indirectly through · 
revenues generated from increased exports, improved regional productivity, job deation, or 
increased domestic capital investment resulting from the pilot program. 

(d) In processing petitions under section 204(a) (1) (H) of the Immigration and Nationality Act (8 
U.S.C. 1154(a)(1)(H)) for classification under section 203(b)(5) of such Act j(8 U.S.C. 
115 3 (b) ( 5)), the Secretary of Homeland Security may give priority to petitions filed by aliens 

. seeking admiss~on under the pilot program described in this section. Notwithstandihg section 
203(e) of such Act (8 U.S.C. 1153(e)), immigrant visas made available under suth section 
i 0 3 (b) ( 5) rna y be issued to such aliens in an order that takes into account any priority 
accorded under the preceding sentence. 

The regulation at 8 CFR § 204.6(m)(6) provides: 

(6) Termination of participation of regional centers. To ensure that regional centers continue to 
meet the requirements of section 61 O(a) of the Appropriations Act, a regional centerl must provide 
USCIS with updated information to demonstrate the regional center is continuiJg to promote 
economic growth, improved productivity, job creation, or increased domestic capithl domestic in 
the approved geographic area. Such information must be submitted to USCIS on arl annual basis, 
on a. cumulative basis, and/ or as otherwise requested· by USCIS; using a form designated for this 
purpose .. USCIS will issue a notice of intent to terminate the participation of the regional center in 
the pilot program if. a regional center. fails to submit the required. informati9n or upon a 
determination . that the regional center no longer serves the purpose of promoting economic 
growth, including increased export sales, improved regional productivity, job !creation, and 
increased domestic capital investment. The notice of intent to terminate shall be made upon notice 
to the. regional center and shall set forth the reasons for termination. The regional ~enter must be 
provided 3 0 days from receipt of the notice of intent to terminate to offer evidence I in opposition 
to the ground or grounds alleged in the notice of intent to terminate. If USCIS determines that the 
regional center's participation in the Pilot Program should be terminated, USCIS s~all notify the 
regional center of the decision and of the reasons for termination. As provided in 81 CFR § 1 0 3. 3, 
the regional center may appeal the decision to USCIS within 30 days after service of notice. 

III. ANALYSIS 

· ·All designated regional centers must meet the EB-5 statutory .and regulatory criteria in order to maintain a . 
regional center within which immigrant investors seeking to obtain permanent resident status under INA § 
203(b)(S) will be able to successfully invest .in a new commercial enterprise (as describe~ in 8 CFR § 
204.6(h)) with a qualifying investment that will benefit the United States economy and cteate 10 jobs, 
including jobs indirectly created through the new commercial enterprise. 

ATIACHlvlENT TO 1-797 
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A. Timely Filing of the Form I-924A, Supplement to Form 1-924 

0 

Title 8 Code of Federal Regulations at Part 204.6(m) (6) states that each regional center must pemonstrate 
economic growth, improved regional productivity, job creation, or increased domestic capital investment 
by the submission of updated information on an annual basis, on a cumulative basis, and/ or btherwise 

I 

requested by USCIS to ensure each regional center continues to meet the requirements of sectton 61 O(a) 
of the Appropriations Act. The form that is used to demonstrate a regional.center' s continued eligibility 
for regional center designation is the Form I-924A, Supplement to Form 1-924. Each designafed regional 
center must file a Form I-924A for each fiscal year (October through September 30) within 90 days after 
the end of the fiscal year (on or before December 29) of the calendar year in which the fiscal rear ended. 

Failure to timely file a Form 1-924 Supplement (Form I-924A) for each fiscal year in which the 
regional center has been designated for participation in the Immigrant Investor Pilot Pro1gram will 
result in the issuance of an intent to terminate the participation of the regional center irt the Pilot 
Program, which may ultimately result in the termination of the approval and designatibn of the 
regional center. 

USCIS records do not show that LEDCRC filed a Form I-924A, Supplement to Form 1-924 for fiscal year 
2011. Therefore, USCIS, hereby gives notice of its intent to terminate LEDCRC for failing to file Form 
I-924A. . 

You have 33 days from the date of this notice to submit a fully executed Form I-924A in accordance with 
.the Form 1~924A filing instructions. In the event LEDCRC does not respond within the tii~eframe noted 
above, or does not provide the required fully executed Form I-924A, then LEDCRC's deJignation as a 
regional center will be terminated and you will receive. written notification of the finh decision to 
terminate the LEDCRC regional center designation. 

Please mail the fully executed Form I-924A to .the address noted below, and include a copy of this letter 
on top of your submission. 

USCIS California Service Center 
P.O. Box 10526 
Laguna Niguel; CA 92607~0526 

If your submission is more than several pages, please use fasteners to attach the documents at the top of 
each page, accompanied by an index of exhibits. 

AITACHMENT TO I-797 
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April20, 2010 

Robert L Trezie, Jr. 
C/0 Lansing Redevelopment Corporation 
401 S. Washington Sq. Suite 100 
Lansing, MI 48933 

Application: 
Applicant( s): 
Re: 

Request for Designation as a Regional Center 
Robert L. Trezie, Jr. 
LEDC Regional Center 

W09000540 

Pursuant to Section 61 0 of the Appropriations Act of 199 3, on March 11, 2 009, Robert L. Tr1zie, Jr., 
submitted a proposal seeking approval and designation by U.S. Citizenship and Immigration Services (USCIS) of 
the LEDIC Regional Center. 

Based on its review and analysis of your proposal, and of your response to the USCIS Request For Evidence, 
USCIS hereby designates LEDC Regional Center as a Regional Center within the Immigrant Iniestor Pilot 
Program and approves ~e request as described below: 

GEOGRAPHIC AREA: 

The LEDC Regional Cemer shall have a geographic scope which includes the City of Lansing, Nt!ichigan. 

FOCUS OF INVESTMENT ACTIVITY: 

As depicted in the economic model, the general proposal and the economic analysis, the Regi0nal Center will 
engage in the following economic activities: Loans to 3rd party enterprises and/ or equity inv~tments in real 
estate construction, renovation and management, and provide equipment for new and existin~ businesses. 

The Regional Center foi EB-5 Immigrant purposes shall focus investments into new commerciL enterprises, in 
the following five (5) target industry economic clusters: 

1. Mixed Use Development 
2 .. Hospitality!Tm,Irism 
3. Manufacturing/Warehousing 
4. Infonnation Technology /Biotechnology /Hi -technology 
5. Higher Educatidn 

If any investment opportunities arise that are beyond the scope of the approved industry clusters, then an 
amendment would be required to add that cluster. 

www.uscis.gov 
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Aliens seeking immigrant visas through the Immigrant Investor Pilot Program may file individual petitions with 
USCIS for these commercial enterprises located within the approved Regional Center area. Fdr any alien 
requesting the reduced threshold of $500,000 based upon an investment in a Targeted Emplpyment area, the 
alien must establish at' the time of filing of the 1-526 petition that either the investment will be made in a TEA 
designated area or w~ in a TEA designated area at the time of the alien's initial investment irlto the enterprise. 

EMPLOYMENT CREATION 

Immigrant investors who file petitions for commercial enterprises located in the Regional Cepter area must 
fulfill all of the requir~ents set forth in 8 CFR 204.6. The approved econometric model as described by the 
Regional Center is RIMS n. I . . I 

In addition, where job creation or preservation of existing jobs is claimed based on a multip4er rooted in 
underlying new "direct jobs", the immigrant investor's individual 1-526 petition affiliated with your Regional 
Center, should include as supporting evidence: 

• A comprehensive detailed business plan with supporting financial, marketing and related data and 
analysis providing a reasonable basis for projecting creation of any new direct jobs f9r "qualifying 
employees" to be achieved/realized within two years pursuant to 8 CFR 204.6(j)(4)(B). 

An alien investor's I-829 petition to remove the conditions which was based on an 1-526 pedtion approval that 
involved the creation of new direct jobs or the creation of new indirect jobs based on a multiplier tied to 
underlying new direct jobs needs to be properly supported by evidence of job creation. To SU:pport the full 
number of direct and indirect new jobs being claimed in connection with removal of conditichns, the petition 
will need to be supported by probative evidence of the number of new direct full time (35 h6urs per week) . 
jobs for qualified employees whose positions have been created as a result of the alien's inves~ent. Such 
evidence may include copies of quarterly state employment tax reports, Forms W-2, Forms I-9, and any other 
pertinent employment records sufficient to demonstrate the number of qualified employees Jhose jobs were 
created directly. ' 

Additional Guidelines for individual Immi&rant Investors Visa Petition (I-526) 

Each individual petition, in order to demonstrate that it is associated with the Regional Center, in conjunction 
with addressing all the requirements for an individual immigrant investor petition, shall also dontain as 
supporting evidence relating to this Regional Center designation, the following: 

1. A copy of this l'etter, the Regional Center approval and designation. 

2. A comprehensive and detailed business plan for the specific job creating project(s) and/or investment 
activity. 

3. A revised copy of the job creation methodology required in 8 CFR 204.6(j)(4)(iii). 

4. A legally executed copy of any: 

a. Private Placement Memorandum; 
b. Subscription Agreement; 
c. Operating Agreement; 
d. Escrow Agreement, if any; 

1 A review of the economi:c analysis shows that the submitted data improperly calculates total emplo~ent. As the 
RIMS II multiplier measures both direct and indirect jobs in its calculation, there is no need to add dir~ct employment to 

. I 

the RIMS II employment output total. However, because a revised calculation shows that sufficient jobs will be created 
using your exemplar plans.; this issue has not precluded the approval of this proposal. · 
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DESIGNEE,S RESPONSIBIUTIES INHERENT IN CONDUCT OF THE REGIONAL CENTER: 
. . I 

The law, as reflected~ the regulations at 8 CFR 204.6(m)(6), requires that an approved Regional Center in 
order to maintain the validity of its approval and designation must continue to meet the stanitory requirements 
of the Immigrant Investor Pilot Program by serving the purpose ofpromoting economic grofth. including 
increased export sales (where applicable), improved regional productivity, job creation, and increased domestic 
capital investment. Therefore, in order for USCIS to determine whether your Regional Cent~r is in compliance 
with the above cited regulation, and in order to continue to operate as a USCIS approved an~ designated 
Regional Center, your· administration, oversight, and management of your Regional Center shall be such as to 
monitor all investment activities under the sponsorship of your Regional Center and to maintain records, data 
and information on a quarterly basis in order to report to USCIS upon reguest the followin~ }:ear to date 
information for each Federal Fiscal Y ear2• commencing with the initial year as follows: I 

1. Provide the principal authorized official and point of contact of the Regional Center responsible for 
the normal operation, management and administration of the Regional Center. 

2. Be prepared to explain how you are administering. the Regional Center and how you will be actively 
engaged in supporting a due diligence screening of its alien investors' lawful sounl:e of capital and 
the alien inyestor's ability to fully invest the requisite amount of capital. 

3. Be prepared to explain the following: 

a. How the Regional Center is actively engaged in the evaluation, oversight and follow up on 
any proposed commercial activities that will be utilized by alien investors. 

b. How the Regional Center is actively engaged in the ongoing monitoring, evaluation, 
oversight and follow up on any investor commercial activity affiliated thrdugh the Regional 
Center that will be utilized by alien investors in order to create direct and/ior indirect jobs 
through qualifying EB-5 capital investments into commercial enterprises within the Regional 
Center. 

4. Be prepared to provide: 

a. the name, date of birth, petition receipt number, and alien registration number (if one has 
been assigned by USCIS) of each principal alien investor who has made ani investment and has 
filed an EB-5/1-526 Petition with USCIS, specifying whether: 

i. the petition was filed, 
· ii. was approved, 
m. denied, or 
·iv. withdrawn by the petitioner, together with the date(s) of such event. 

b. The total number of visas represented in each case for the principal alien iLestor identified in 
4.a.: above, plus his/her dependents (spouse and children) for whom imrrfigrant status is 
sought or has been granted. 

c. The country of nationality of each alien investor who has made an investment and filed an 
EB-5/1-526 petition with USCIS. 

d. The U.S. city and state ofresidence (or intended residence) of each alien investor who has 
ma?e an investment and filed an EB-5/1-526 petition with USCIS. 

2 A Federal Fiscal Year runs for twelve consecutive months from October 1st to September 30th. 
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e. For each alien investor listed in item 4.a., above, identify the following: 

i. the date( s) of investment in the commercial enterprise; 

ii. the amount(s) of investment in the commercial enterprise; and 

iii. the date(s), nature, and amount(s) of any payment/remuneration/profit/return on 
investment made to the alien investor by the commercial enterprise kd/ or Regional 
Center from when the investment was initiated to the present. 

5. Be prepared to identify /list each of the target industry categories of business activity within the 
geC?graphic boundaries of your Regional Center that have: 

a. received alien investors' capital, and in what aggregate amounts; 

b. received non-EB-5 domestic capital that has been combined and invested together, specifying 
the separate aggregate amounts of the domestic investment capital; I 

c. of the total investor capital (alien and domestic) identified above in 5 .a and 5. b, identify and 
list the following: I 

i. The name and address of each "direct" job creating commercial ent~rise. 
ii.' The industry category for each indirect job creating investment activlity. 

6. Be prepared to provide: 

a. The total aggregate number of approved EB-5 alien investor 1-526 petitions wer each Federal 
Fiscal~Year to date made through your Regional Center. I . 

b. The total aggregate number of approved EB-5 alien investor 1-829 petitions per each Federal 
Fiscal Year to date through your Regional Center. 

7. The total aggregate sum ofEB-5 alien capital invested through your Regional Center for each Federal 
Fiscal Year to, date since your approval and designation. 

8. The combined total aggregate of "new" direct and/ or indirect jobs created by EB-5 investors through 
your Regional Center for each Federal Fiscal Year to date since your approval and debgnation. 

9. If applicable, the total aggregate of "preserved" or saved jobs by EB-5 alien investorl into troubled. 
businesses through your Regional Center for each Federal Fiscal Year to date since ybur approval and 
designation. . 

10. If for any given Federal Fiscal Year your Regional Center did or does not have investors to report, 
then provide: 

a. a detailed written explanation for the inactivity, 

b. a specific plan which specifies the budget, timelines, milestones and critical steps to: 

i. actively promote your Regional Center program, 

ii. identify and recruit legitimate and viable alien investors, and 
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iii.: a strategy to invest into job creating enterprises and/or investment activities within 
the Regional Center. 

11. Regarding yo~r website, if any, please be prepared to provide a hard copy which re:gresents fully 
what your Regional Center has posted on its website, as well as providing your web 1address. 
Additionally, please provide a packet containing all of your Regional Center's hard c~py promotional 
materials such as brochures, flyers, press articles, advertisements, etc. 

12. Finally, please be aware that it is incumbent on each USCIS approved and designated! Regional Center. 
in order to remain in good standing, to notify the USCIS within 1 5 business days at I 

USCIS.ImmigrantlnvestorProgram@dhs.gov of any change of address or occurrence of any material 
change in: 

• .the name and ~on tact information of the responsible official and/ or Point of Contact (POC) for 
theRe 

• 
• 
• 
• 
• 
• 
• 
• 

the management and administration of the RC, 
the RC structure, 
the RC mailing address, web site address, email address, phone and fax number, 
the scope of the RC operations and focus, I 
the RC business plan, 
any new, reduced or expanded delegation of authority , MOU, agreement, contract, etc. with 
another party to represent or act on behalf of the RC, I 
the economic focus of the RC, or 
anymaterial change relating to your Regional Center's basis for its most recent aesignation 
and/ or reaffirmation by USCIS. 

If you have any questions concerning the Regional Center approval and designation under the Immigrant 
Investor Pilot Program, please contact the USCIS by Email at USCIS.ImmigrantlnvestorProgram@dhs.gov. 

Sincerely, 

Christina Poulos 
Director 
California Service Center 
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LANSING ECONOMIC DEVELOPMENT 
CORPORATION I 

401 S. WASHINGTON SQ., SUITE 100, LANSING MI 48933, PHONE: (517) 483-4140 FAlx: (517)483-6057 

www .edc.cityoflansingmi.com 

Virg Bemero, Mayor 

Ms. Barbara Q. Velarde 

Lansing Economic Development Corporation 
Lansing Tax Increment Finance Authority 

Lansing Brownfield Redevelopment Authority 
Lansing Regional SmartZonesm 

Chief, Office of Service Center Operations 
20 Massachusetts Ave., NW 
Room 2123 
Washington, D.C. 20529 

Dear Ms. Velarde: 

It is the objective of the Lansing Economic Development Corporation (LEDC) to obtain 
an EB-5 Regional Center designation for the city of Lansing, with the intent of ~tilizing foreign 
investment to spur economic development within the city and the entire Great~r Lansing 
region. Michigan's recent economic struggles and those related to the automdtive industry 
have had a profound impact on Lansing's economic makeup. The LEDC feel~ that by utilizing 
the EB-5 investment program the city can better leverage our assets and position Lansing as a 
leader in Michigan's economic rebound. / 

Like most mid-western industrial cities, the core community of Lansing /has been 
decimated by urban sp.rawl of surrounding townships, high unemployment, aging 
infrastructure, contaminated properties, declining public school systems, and /high property 
taxes. Additionally the city has seen unemployment rates grow to over 150%

1 

of the national 
average. 

However, even with the many challenges the city faces there is plenty of optimism. In 
the past two years there has been a renewed interest in downtown development and the city 
l)as made l'luge strides: I 

• New private investment exceeding $600 million dollars over the past two years. 
• 897% increase in private investment since 2005. 
• 443% increase in private job creation since 2005. 
• 277% increase in job retention since 2005. 

The LEDC Regional Center intends to capitalize on recent momentum by focusing 
foreign investment toward target markets and industries that have proven sLccessful track 
records and a demonstrated need in our community. These markets include: 

• Mixed-use Urban Real Estate Development 
• Hospitality I Tourism 
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• Manufacturing I Warehousing 
• Info-, Bio-, & High- Technology Companies 
• Higher Education 

Lansing continues to emerge as a true urban destination as well as a hub for 
technological innovation. Increased demand for investment capital has presented I 
unprecedented opportunities and the implementation of the EB-5 Regional Center program will 
allow the city to open its doors to international capital and position itself as a city lhat is 
receptive to the global economy. I appreciate your consideration of our request dnd look 

forward t<;> your concurrence with our proposal. 

Rob~ . r ise, Jr. 
President & CEO 
Lansing Economic Development Corporation 

. ------ 75 
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Description of Geographical Boundary 

The Lansing Regional Center will invest all EB-5 funds· within the geographic 
boundaries of the city of Lansing including all applicable properties subject to State of 
Michigan Public Act 425 agreements. The boundary of the proposed Regional 
Center is graphically represented in the attached map. 
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Investment Objectives & Target Industries 

Investment Objectives: 
It is the intent of the Lansing Regional Center to serve as an equity partne~ in 
qualified companies or projects which will provide investors with minimized risk, 
and favorable return on investment while contributing to the economic groWth of 
the City of Lansing and subsequently the Greater Lansing Region. 

Target Investments: 
Business investment and development in the City of Lansing through the 

Lansing Regional Center will focus on key industries which show strong 
indications of growing market demand, expansion capabilities, growing 
employment demand and high returns on investment. The Lansing Regional 
Center will focus on investing in projects within the following target market~: 

• Mixed-use Urban Real Estate Development 
• Hospitality I Tourism 
• Manufacturing /Warehousing 
• Info-, Bio-, & High-Technology 
• Higher Education 

Mixed-use Urban Real Estate Development: In the past 3 years downtown 
Lansing has emerged as the premier urban live I work destination in ~id
Michigan and has yet to meet capacity in this regard. The central business 
district continues to regain market share in regards to commercial offi~e 
space as companies seek to abandon Ubiquitous sprawling township bffice 
parks for true urban offices that are essential to attracting today's you~g 
urban oriented talent. In fact the majority of the city's new residential ~nd 
retail units, 450 units in 3 years, have been brought online with almost 100% 
absorption and the trend is not slowing. The Lansing Regional Centet looks 
to accelerate this progress by partnering with real estate developers tb 
transform downtown with new projects that will meet and appeal to th~ 
demand currently created by the city's large student population and growing 
young professional crowd. The presence of three world class higher J 

education providers in Michigan State University, Cooley Law School, and 
Lansing Community College have provided the region with an unbelievable 
talent pool and a population searching for new urban living and ente~ainment 
options. Examples of such projects include loft condominiums and / 
apartments, street level bars and restaurants, new class A office spa<!;e, 
cutting edge entertainment venues, and entrepreneurial incubator sp~ce. As 
the·global economy continues to expand, new opportunities are being created 
that encourage our young talent poorto stay and grow the city and state, and 
the Lansing Regional Center will be a key component in creating a tr~e 
vibrant urban community essential t() the retention of these talented 
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individuals and entrepreneurial businesses. 

Hospitality I Tourism: Recently the city of Lansing has also become a true 
entertainment and conference mecca, which is no wonder given the region's 
abundant resources: . / 
• The 120,000 s.f. municipally owned Lansing Center is the region's premier 

conference and banquet facility and host to plethora of meetings, tra~e 
shows, and special events. 

• The enormously successful Lansing Lug nuts baseball franchise, the Class 
A Midwest League affiliate of the Toronto Blue Jays; and their magnificent 
Oldsmobile Park Stadium constructed in 1996. I 

• The nationally recognized week long Common Ground Music Festival with 
over 30 bands on 3 stages, which has doubled in attendance to nea

1

rly 
100,000 spectators over the past 5 years. I 

• The Wharton Center for the Performing Arts located at Michigan State 
University, which in 2006 ranked #5 in attendance among global thdater 
venues ahead of some of the world's most storied venues including the 
Radio City Music Hall and Royal Albert Hall. 

The city, working in tandem with the Greater Lansing Convention and Visitors 
Bureau, and the Lansing Entertainment & Public Facilities Authority pl~ns to 
continually invest in marketing a strong tourism and convention industrY 
supported by new real estate development, expanding entertainment j 

opportunities, and a centralized location. The Lansing Regional Center will 
target specific tourism related projects including downtown hotels, con~ention 
center expansion plans, a new performing arts center, and the creatiqrt of a 
state of the art movie studio soundstage to accommodate Michigan's rr

1 

pidly 
growing film industry. 

Manufacturing I Warehousing: From the founding of Oldsmobile to lhe two 
most advanced and new manufacturing plants in the General Motor's 
portfolio, Lansing has a deep history in manufacturing. In addition to CJM, 
Lansing is home to some the world's largest manufacturing companie~ 
including Barnes Aerospace, Pratt & Whitney, and Johnson Controls. Yet, 
like many mid-Western cities, Lansing has also faced the problems of a 
manufacturing dependent economy and the growing pains associated with 
increased global competition. However, through entrepreneurship, uni~ersity 
research, and utilization of the city's highly trained workforce; new niclhe 
market high-tech manufacturing opportunities are arising. Innovative 
companies such as Demmer Corporation and Niowave Inc, are each 
respectively leading the way in defense contracting and particle accelerator 
technologies. In fact, through diversification, as well as aggressive ac1

1

ion by 
the Lansing EDC, Demmer Corporation has added over 1,000 new 
employees in the last 3 years! And the future of manufacturing in Lansing 

. I 

continues to brighten as new innovative manufacturing companies utilizing 
Michigan State University patents and research are continuously em~rging 
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with technologies the world has never seen before. These companies present 
tremendous growth opportunities as well as the potential for enormous 
international product export potential. The Lansing Regional Center will invest 
in projects related to the growth of this rapidly diversifying sector including 
investment in product warehousing, manufacturing incubators, company 
expansion, and capital for university patented technology start-ups. 

Info-, Bio-, High- Technology: In recent years Lansing has quickly become 
a hub of growth in the fields of information and bio-technology. Betwe~n 
1998 and 2004, the greater Lansing Information Technology industry gtew by 
20 percent, which is about seven times faster than the rate for all jobs.J This 
continued growth can be attributed to the number of institutions of higher 
learning and the availability of talent in the Lansing region. This growtH 

I 

potential has led to recent announcements that will not only transform Greater 
Lansing's regional economy, but possibly the world. It was recently J 
announced that Michigan State University will serve as the home of the 
Facility for Rare Isotope Beams (FRIB) furthering MSU's prowess as t~e 
nation's premier institution for particle acceleration research. Additionally, IBM 
recently announced the creation of a new Global Data Center at MSU, the 
first of its kind in the United States. Even with all of the success, when 
compared to other regions Lansing has yet to reach full potential for growth in 
this sector. Lansing Regional Center funds will focus investment to 
encourage entrepreneurship and assist rapidly growing companies. 
Investments may include high-tech incubator development, university/student 
entrepreneur incubator development, start-up capital investment, as w~ll as 
storage and laboratory services. 

Higher Education: The greater Lansing region is home to a very large 
number of higher education institutions which continue to gain global 
influence. The Lansing Regional Center will be uniquely positioned to assist 
these institutions with the expansion of educational and research related 
facilities. Potential projects would involve the following institutions: I · 

• Michigan State University- One of the world's largest universiti
1

es 
(42,000+ students) and home of some of the world's leading research 
including the newly awarded site for the Facility for Rare lsotop~ 
Beams (FRIB) which further enhances MSU's prowess as the l~ader in 
atomic research. · / 

• Lansing Community College- Home of 20,000+ students, a pr<Dvider of 
I 

outstanding vocational degrees and certifications, as well as a feeder 
for Bachelors degree programs to the State of Michigan's finest 
universities. . · · I 

• Thomas M. Cooley Law School- The nation's largest and most diverse 
law school with a student base of approximately 3,0oo·. 
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Ecbnomic ImpaCt Modeiing 

The Lansing Regional Center will utilize the United States Bureau of 
Economic Analysis RIMS II modeling system as the primary mechanism for 
determining indirect job creation associated with immigrant invested funds. H

1
owever, 

it is important to note that, depending on the target industry, it is the intent of the 
Lansing Regional Center to invest in projects that will be able to reflect direct I 

employment creation figures that will satisfy EB-5 Regional Center requirements. 
Due to the diversity of target industries to which investment will flow thtough 

the Lansing Regional Center it is our conclusion that the RIMS II modeling sybtem I 

will provide the most accurate depiction of the investments within our regional 
economy. Each investment will be analyzed thoroughly prior to fund disbursJment to 
ensure that employment growth expectations will be attained. For example, ~ectors 
such as mixed-use real estate development projects may require the use of i~dustry 
specific ratios associated with employment and square footage. When these ratios 
are utilized, all sources of information will be obtained from leading industry 
resources and all citation and contacts will be provided with EB-5 verification reports. 

Information regarding the use of RIMS II multipliers as well as 
applicable multipliers for the Greater Lansing Region can be found on immediately 
following pages. 

88 



--

I 0 0 
Greater Lansing RIMS II Economic Multipliers I 

[ 
. Multiplier I 

INDUSTRY 
Final Demand DireC:t Effect 

Output Earnings Employment Value-added Earhings Employment 
(dollars) (dollars) liobsl (dollars) (doflars) Gobs) 

[ 
Agriculture, forestry, fishing, and hunting I 

1 Crop and Animla Production 1.7922 0.2667 15.7506 0.7795 2.6219 1.6602 
2 Forestry and Fishing and related activities 1.9029 0.7725 36.0869 0.9631 11.411 1.2619 

I 
Mining I 

I 3 Oil and gas extraction 1.3974 0.3443 6.4346 0.86 1.4303 1.983 
4 Mining, except oil and gas 1.4103 0.2784 5.3944 0.8379 11.591 2.2288 
5 Support activities for mininQ 1.5358 0.2681 5.9544 08328 2.3206 2.6867 

I 

[ Utilities I 
6 Utilities 1.2917 0.2088 3.563 0.7735 11.576 2.7917 

I 
Construction I 

[ 
7 Construction 1.7612 0.5283 14.6427 0.9368 ~ .6191 1.7722 

I 
Manufacturing I 

8 Wood product manufacturing 1.6151 0.2984 8.3259 0.6644 2.0124 2.0842 
i 

9 Nonmetallic mineral product manufacturing 1.6939 0.4245 9.4985 0.8248 ~ .7179 2.1508 I 

L 
10 Primary metals manufacturing 1.4964 0.3217 6.7138 0.551 ~ .6718 2.2166 
11 Fabricated metal product manufacturino 1.5853 0.3467 . 8.3438 0.7416 n .7581 1.922 
12 Machinery manufacturing 1.6245 0.4269 9.1841 0.7429 i1:6323 2.036 
13 Computer and electronic product manufacturing 1.6376 0.403 8.7283 0.7307 n .7491 2.1982 

[ 
14 Electrical equipment and appliance manufacturino 1.525 0.3639 7.532 0.6783 11.6079 2.0699 
15 Motor vehicle, body, trailer, and parts manufacturing 2.0233 0.299 6.6231 0.609 I 3.028 4.8381 
16 Other transportation equipment manufacturing 1.4425 0.3082 6.0647 0.7052 i1.6101 2.223 

' 

17 Furniture and related product manufacturing 1.7042 . 0.3159 7.847 0.7521 e.2403 2.5685 
18 Miscellaneous manufacturing 1.6943 0.5506 10.7663 0.8572 11.4978 2.0207 

l 
19 Food, beverage, and tobacco product manufacturing 1.8604 0.3157 9.1893 0.6888 I 2.676 3.57 
20 Textile and textile product mills 1.5375 0.3249 8.6956 0.5825 11.7616 1.8489 
21 Apparel, leather, and allied product manufacturing 1.6099 0.4527 13.7619 0.8624 11.5809 1.5929 
22 Paper manufacturing 1.4545 0.2519 5.6124 0.5764 11.9417 2.4672 

[ 23 Printing and related support activities 1.6368 0.4599 11.7742 0.8341 11.5809 1.732 
~4 Petroleum and coal products manufacturing 1 0 0 0 I 0 0 
.25 Chemical manufacturing 1.552 0.2637 5.0432 0.6315 12.1253 3.6404 
26 Plastics and rubber products manufacturing 1.6051 0.257 6.1267 0.6552 12.1934 2.4269 

.[ 
I 

Wholesale Trade I 
27 Wholesale Trade 1.6381 0.4584 10.0223 1.0328 11.5921 2.0622 

I 
Retail Trade I 

L 28 Retail Trade 1.721 0.4858 19.5613 1.0496 11.6155 1.393 
I 

Transportation & Warehousing I 
29 Air tran~ortation 1.5292 0.3618 8.2959 0.6543 11.6921 2.4061 

0 
30 Rail transportation 1.3601 0.1882 3.9612 0.7856 I 2.065 3.1778 
31 Water transportation 1 0 0 0 I 0 0 
32 Truck transportation 1. 7979 0.464 12.4267 0.9155 11.8328 1.9883 
33 Transit and ground passenger transportation 1.752 0.5475 24.6993 09177 11.5708 1.3314 

0 
34 Pipeline transportation 1.4715 0.2409 5.0892 0.6125 2.2323 3.5516 
35 Other transportation and support actitivites 1.6927 0.6538 15.6905 1.175 1.3804 1.6005 
36 WarehousinQ and storaoe 1.7588 0.6671 18.9673 1.2117 1.3893 1.4734 

Information 

0 37 Publishing including software 1.7662 0.4406 9 9805 0.9795 1.8789 2.5901 
38 Motion picture and sound recordinQ 1.7177 0.4339 18.1524 0.8699 1.744 1.4724 
39 Broadcasting and telecommunications 1.606 0.2917 6.7644 0.7972 2.1413 2.8483 
40 Information and data processinq services 1.7975 0.3486 9.7329 0.8976. 2.5657 2.9658 

0 Finance and Insurance 
41 Federal Reserve banks, credit intermediation and related services 1.4555 0.3326 7.557 1 0366 1.5731 1.9725 
42 Securities, commodity contracts, investments 1.8851 0.6584 18.1622 1.0453 1.5516 1.6312 
43 Insurance carriers and related acliivities 2.2097 0.5395 12.3695 1.0737 2.2495 2.6908 

0 44 Funds, trusts, and other financial vehicles 1.6004 0.3734 8.2568 0.5798 18892 2.5757 

Real estate and rental and leasing 
45 Real estate 1.3804 0.1496 5.0332 0.9229 12.7249 2.2475 

0 46 Rental and leasing services and lessors of tanqible assets 1.758 0.255 8.0042 0.8334 14.0137 3.5711 

I 
Professional, scientific, and technical services I 

4 7 Professional, scientific, and technical services 1.8215 0.6314 13.9678 1.1083 11.5304 1.98 
i 

-0 
I I 

I 

I 
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[ I 

Management of companies and enterprises I 
0 0 

48 Management of companies and enterprises 1.9009 0.6401 11.3205 1.1328 1!5604 2.4951 

[ I 
Administrative and waste management services I 

"-9 Administrative and support services 1.7623 0.5828 21.7553 1.0665 1 !5277 1.4242 
l Waste management and remediation services 1.7841 0.4313 11.0674 0.9108 1!8586 2.1906 

r .. I 
Educational services I 

51 Educational services 1.8925 0.658 28.0063 1.1162 1!4825 1.338 
' I I 

Health care and social assistance I 

L 52 Ambulatory health care services 1.8192 0.6525 15.84 1.1498 1!4943 1.7531 
53 Hospitals and nursinq and residential care facilities 1.8478 0.6009 17.0924 1.0446 11.5613 1.6854 
54 Social assistance 1.8683 0.6878 42.8046 1.109 11.4743 1.1961 

I 

[ 
Arts, entertainment, and recreation I 

55 Performing arts, museums, and related activities 1.7942 0.5945 25.7107 1.149 1!5351 1.3694 
56 Amusements, qamblinQ, and recreation 1.6959 0.4616 20.3168 1.0421 11.5916 1.3502 

I 
Accomodation and food services I 

I 57 Accomodation 1.6652 0.4583 20.2805 1.0045 H.597 1.352 
I 

58 Food services and drinkinQ places 1.6995 0.4379 26.9427 08853 115965 1.2382 

I 
Other services I 

[ 59 Other services 1.8712 0.5386 20.7486 0.9914 11.6864 1.4896 
I 

Households I 
60 Households 1.1215 0.2912 9.8777 0.6526 I 0 0 

[ 
I 

0 
0 
0 
0 
0 
0 

I 

I 

! 0 
0 
0 

i 
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RIMS II Multipliers for Output, Earnings, 

and Employment 

RIMS II provides users with five types of multipliers: 
Final-demand multipliers for output, for earnings, and 
for employment and direct-effect multipliers for earnings 
and for employment. These multipliers measure the eco
nomic impact of a change in final demand, in earnings, 
or in employment on a region's economy.6 This section 
defines the RJMS II multipliers and gives brief examples 
of their use. (For a detailed discussion of the source 
data and methods used in the derivation of the RJMS II 
multipliers, see appendix A.) 

Final-Demand Multipliers for Output 

The final-demand multipliers for output are the basic mul
tipliers from which all the other RIMS II multipliers are 
derived. They are presented in the final-demand output 
multiplier table. (For a sample of this table, designated 
as table 1.1, see appendix D.) In this table, each column 
entry indicates the change in output in each row indus
try that results from a $1 change in final demand in the 
column industry. The impact on each row industry is 
calculated by multiplying the final-demand change in the 
column industry by the multiplier for each row. The total 
impact on regional output is calculated by multiplying the 
final-demand change in the column industry by the sum 
of all the multipliers for each row except the household 
row. 

For example, suppose that final demand in the food 
products machinery industry in the Kansas City BEA eco
nomic area (hereafter called the Kansas City economic 
area) increases by $1 million.8 The effect of this increase 
in output on output in each industry in the economic 

6. The tenn "change in final demand," rather than the ''change in output 
delivered to final users," is used in this handbook because of its widespread use 
in regional impact analysis. 

The impact of an increase in final demand, earnings, or employment differs 
from that of a decline only by the sign of the impact. 

7. The household row is excluded to avoid double counting, because each 
of the other row entries already includes earnings paid to households. 

8. For a listing of the 1721 A BEA economic areas and associated metropoli
tan areas, see Jppcndix E . For a discussion of the procedure used to define 
the BEA economic areas, see Kenneth P. Johnson, "Redefinition of the BE/\ 
Economic Area:;," SiJRV;:~· ()F CUI( RENT 8US!NESS 75 rFebmary 1995): 75 .. ·81. 

area is calculated from the column of final-demand out
put multipliers for the food products !machinery industry 
(summarized in column 1 in table A ).9

1 

According to these 
calculations, the output of the farm products and agri
cultural, forestry, and fishing services industry increases 
by $15,000 (0.0150 times $1 milliorl); the output of the 
industrial machinery and equipment industry, which in
cludes the food products machinery industry, increases 
by $L0393 million (1.0393 times $1 million); and total 
output in the economic area increases by $2.0655 million 
(2.0655 times $1 million), 

Table A.-Final-Demand Multipliers for the Food Prod
ucts Machinery Industry, Kansas! City, MO-KS Eco
nomic Area 

I 
Earnings Employ-

Industry Output ment 1 
(dollars) (dollars) (jobs) 

I 

(11) (2) (3) 

Farm products and agricultural, forestry, and I 
fishing seJVices .......................................... 0.0150 0.0036 0.2846 

Industrial machinery and equipment ............. 1.0393 .3072 9.8743 
All other industries ........................................ 10112 .2983 14.1743 

I 
Total ....................................... ······················ 2.0655 .6091 24.3332 

I 

1. The employment multiplier is measured on the basis dt a $1 million change in output 
delivered to final demand. 

Multipliers for Earnings 

RIMS II provides two types of multiJliers for estimating 
the impacts of changes on earnings: F~nal-demand multi
pliers and direct-effect multipliers. These multipliers are 

I 

derived from the table affinal-demand output multipliers. 
The final-demand multipliers for eJmings can be used 

if data on final-demand changes ard available. In the 
final-demand earnings multiplier tabld, each column entry 
indicates the change in earnings in eaclh row industry that 
results from a $1 change in final decland in the column 

I 

industry. The impact on each row indlustry is calculated 
by multiplying the final-demand cha~ge in the column 
industry by the multiplier for each ro~. The total impact 

9. For the complete final .. demand output multipller table for this economic 
area, see RIMS wbk 1.1 in appendix D. 
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on regional earnings is calculated by multiplying the final
demand change in the column industry by the sum of the 
multipliers for each row. · 

For example, the effect of a $1 million increase in 
final demand in the food products machinery industry on 
earnings in each industry in the Kansas City economic 
area is calculated from the multipliers for earnings in 
column 2 in table A . According to these calculations, 
earnings in the farm products and agricultural, forestry, 
and fishing services industry increases by $3,600 (0.0036 
times $1 million); earnings in the industrial machinery 
and equipment industry increases by $307,200 (0.3072 
times $1 million); and total earnings in the economic area 
increases by $609,100 (0.6091 times $1 million). 

The direct-effect multipliers for earnings can be used 
if data on the initial changes in earnings by industry are 
available. In the direct-effect earnings multiplier table, 
each entry indicates the total change in earnings in the 
region that results from a $1 change in earnings in the 
row industry. The total impact on regional earnings is 
calculated by multiplying the initial change in earnings 
in the row industry by the multiplier for the row. 

For example, suppose that output in the food products 
machinery industry in the Kansas City economic area in
creases so that workers in the industry will have additional 
annual earnings of $1 million. The effect of this increase 
on total earnings in the economic area is. calculated by 
multiplying the initial change in earnings of$1 million by 
the multiplier in the row for the food products machinery 
industry in the direct-effect earnings multiplier table. The 
multiplier is 2.0829, so the total impact on the economic 
area is an earnings increase of $2.0829 million (2.0829 
times $1 million). 10 

Multipliers for Employment 

RIMS II provides two types of multipliers for estimating 
the impacts of changes on employment: Final-demand 
multipliers and direct-effect multipliers. These multi
pliers are derived from the table of final-demand output 
multipliers. 

The final-demand multipliers for employment can be 
used if data on final-demand changes are available. In 
the final-demand employment multiplier table, each col
umn entry indicates the change in employment in each 
row industry that results from a $1 million change in final 
demand in the column industry. The impact on each row 
industry is calculated by multiplying the final-demand 
change in the column industry by the multiplier for each 

I 0. The multiplier is from RIMS table 1.4, which is not included in this 
handbook. 

row. The total impact on regional employment is cal
culated by multiplying the final-dedtand change in the 
column industry by the sum of the rbultipliers for each 
row. I 

For example, the effect of a $1 million increase in final 
demand in the food products machin~ry industry on em
ployment in each industry in the Ka~sas City economic 
area is calculated from the multipliJrs for employment 
in column 3 in table A . Accordink to these calcula
tions, employment in the farm produtts and agricultural, 

I 

forestry, and fishing services industry fncreases by 0.2846 
jobs (0.2846 times 1 for each $1 mrllion change in fi
nal demand); employment in the industrial machinery 

I 

and equipment industry increases by ~.8743 jobs (9.8743 
times 1 ); and total employment in 1~e economic area 
increases by 24.3332 jobs (24.3332 times 1 ). 

The direct-effect multipliers for ebployment can be 
used if data on the initial changes lin employment by 
industry are available. In the direct-

1

effect employment 
multiplier table, each entry indicates the total change 
in employment in the region that resplts from a change 
of one job in the row industry. The total impact on 
regional employment is calculated by bultiplyingthe ini
tial change in employment in the rJw industry by the 
multiplier for the row. I 

For example, suppose that output in the food products 
I 

machinery industry in the Kansas Gity economic area 
increases so that 1,000 new jobs in tfue industry are cre
ated. The effect of this increase on tbtal employment in 
the economic area is calculated by mJitiplying the initial 

I 

change in employment of 1,000 jobs by the multiplier in 
the row for the food products machirlery industry in the 
direct-effect employment multiplier dble. The multiplier 
is 2.601, so the total impact on the ecohomic area is 2,601 
new jobs (2.60 1 times 1 ,000). 11 

Choosing a Multiplier 

The choice of multiplier for estimatil1g the impact of a 
. . d 11 prOJect on output, earnmgs, an emp oyment depends on 

the availability of estimates of the ini~ial changes in final 
de~a~~' earnings, .and employment. I If the estimates of 
the 1m hal changes m all three measur~s are available, the 

I 

RIMS II user can select any of the RIMS II multipliers. To 
assess the reasonableness of the impAct estimates based 
on the multiplier selected, the user carl compare these es
timates with the estimates based on th1e other multipliers. 
In theory, all the impact estimates shobld be consistent. 12 

II. The multiplier is from RIMS table 1.4, wJh is not included in this 
handbook. I 

12. The impact estimates based on the product o~the initial change in final 
demand and the final-demand multiplier for earnings (or employment) reflect 
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In theory, all the impact estimates should be consistent. 12 

If the available estimates are limited to initial changes in 
final demand, the user can select a final-demand multi
plier for impact estimation. If the available estimates are 
limited to initial changes in earnings or employment, the 
user can select a direct-effect multiplier. 13 

12. The impact estimates based on the product of the initial change in final 
demand and the final-demand multiplier for earnings (or employment) reflect 
national average relationships between output and earnings (or employment). 
In contrast, the impact estimates based on the product of the initial change 
in earnings (or employment) and the direct-effect multiplier for earnings (or 
employment) reflect regional relationships between output and earnings (or em
ployment). If the regional relationships differ from the national relationships, 
the two sets of estimates will differ and the estimates based on the direct-effect 
multipliers are preferable. 

13. In this instance, the user typically estimates earnings or employment 
impacts. However, by converting the initial changes in earnings or employment 

In some instances, such as estimating the impact of 
shutting down an industry in a region,l the user must select 
the output-driven multiplier for impact estimation. 14 The 
output-driven multiplier measures thd change in output in 
each row industry that results from J $1 change in total 
industry output in the column indus~ under study. Using 
the output-driven multiplier instead of the fin~l-demand 
output multiplier ensures that the imp~ct of the industry's 
shutdown on its own output will not 6xceed that output. 

into final-demand changes, the user can also estimate output impacts. For the 
conversion method, see the section "Initial Change~." 

I 
14. This multiplier, though not a part of RIMS IJI, can be derived from the 

final-demand output multiplier table. See appendix A. 
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Lansing Regional Center Operational Finances 

It is the intent of the Lansing Economic Development Corporation to 
incorporate the expenses of Lansing Regional Center activities within the fiscal year 
2008~2009 into the LEDC's current budget (see attached) ending June 301

h, 2d09. 
This funding will be continued with subsequent budgets. 

Operating Budget {Application- June 30, 2009) 
Director's Salary (20 hrs I week): $10,750 
Marketing I Promotions: $8,000 
Legal I Audit: $ 3,000 

The LEDC will be requesting a $38,590 budget increase for fiscal year 2009~ 
2010, and the program has the support of the administration in this request. 

Operating Budget (July 1, 2009- June 30, 2010) 
Director's Salary (fulltime): $ 58,000 
Marketing I Promotions: $ 25,000 
Legal I Audit: $ 15,000 

Funds related to the EB~5 Regional Center will be allocated from the UEDC's 
yearly services contract with the city of Lansing. 

Additionally, the LRC plans to assess a $30,000 non~refundable application 
fee in addition to an investors required capital investment which will be used fdr 
administrative and legal costs. Understanding that marketing and staff costs Will 
accrue prior to the receipt of immigrant investment funds, the LRC plans to utill

1

ize the 
LEDC budget as previously stated. 

The allocated funds will sustain the EB~5 Program with sufficient emphasis on 
marketing and legal, as well as adequate staffing expenses. I 

The LEDC has the sole discretion over the use of all allocated budget ~nds. 
Because the LEDC will serve as director of the EB-5 Regional Center all funds will be 
secure. 
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LANSING ECONOMIC DEVELOPMEN'ORPORATION FY 2009 BUDGET t5" As of 5 \ 

~ FY 20 . / FY 2008 Difference of FY 2009 Difference of 
OPERATIONAL REVENUES 'I!,: FY 2008 Actual Year-End 2008 Budget & Proposed 2008-2009 

Account Code Oescri(:ltion Budget Year -to-Date Projection Year-End Proj Budget Budgets 

0 280.600002 Parking System Revenue 12,000 2,550 14,576 2.s16 12,000 
---0.616101 Application Fees (Non-Brownfield) 19,500 18,000 18,500 (\bOO) 13,000 (6,500) 

).616102. Brownfield Application Fees 7,500 34,500 34,500 21.poo 14,000 6,500 
J.635003 Contract Service LBRA (Admin Fee) 62,319 72,051 72,051.00 9f32 66,638 4,319 

0 
280.635004 Contract Service EPA Admin (BCRLF, Petro, HazSub) 2,750 151 151 (2,599) 100 (2,650) 
280.635006 Contract Service City 241,300 241,300 241,300 1- 339,160 97,860 
280.635008 EDNSmartZone 20,000 (2opoo) 5,000 (15,000) 
280.670000 Interest Income 27,000 65,683 58,434 31.434 36,893 9,893 

0 
280.670301 Loan Interest Income 33,504 26,106 42,788 9)284 34,282 778 

From Fund Balance (Includes $10.000 Federal Public Affairs Council for 2008 
(1o.looo) 280.679100 and $4,196 LCMF Loan Defau" Contingency for 2009) 20,000 10,000 4,196 (15,804) 

280.680000 Miscellaneous Revenue 2,380 2,380 2)380 100 100 
280.680002 Annual Issuer's Fees 4,600 4,600 91~68 4,600 

0 
280.696282 Operating Transfer- TIFA 273,399 282,467 290,614 17,215 

Subtotal 723,872 462,721 781,747 57!875 820,583 96,711 

0 
PROGRAM REVENUE (PASS THRU) 
280.547003 EDC-MDEQ Grant 2007 10,000 7,426 7,426 (2,574) (10,000) 
280.547004 Cool Cities Grant 65,000 61,725 61,725 (3l275) 35,000 (30,000) 
280.635012 Fayade Grant (Michigan Interfaith Trust Fund) 23,500 37,189 37,189 13l689 (23,500) 
280.679100 Fund Balance ($12,110 IT lnitiative/$81,564 Fa<;ade Grant Funds) 93,674 (931,674) 58,753 (34,921) 

0 
Subtotal 192,174 106,340 106,340 (851,834) 93,753 (98,421) 

I 

Total Revenue 916,Q46 569,061 888,087 (27:,959) 914,336 (1,710) 

0 FY 2008 Differenl of FY 2009 Difference of 
OPERATIONAL EXPENSES FY 2008 FY 2008 Year-End 2008 Bud,get & Proposed 2008-2009 

Account Code OescriQtion Budget Year-to-Date Projection Year -End Proj Budget Budgets 
383,600 333,129 376,991 

I 

0 
280.172650.702000. Salaries (6,609) 389,700 6,100 
280.172650.715000. Fringe Benefits 9,000 8,278 7,941 d.o59) 9,000 
280.172650.715002. Fringe Benefit Cafeteria Plan 161,100 123,922 146,820 (11,280) 163,700 2,600 
28Q.172650. 741000. Miscellanious Operating (Includes $10,000 Public Affairs Council in 2008 35,000 18,108 23,019 (11,.981) 15,000 (20,000) 
? 80.172650.7 41200. Promotions/Marketing 68,219 45,133 55,209 (13,010) 150,452 82,233 

0 ~.172650.741810. Dues and Subscriptions 1,325 1,100 1,145 1(180) 2,205 880 
).172650.743000. Contractual Services (Audit & Legal Fees) 22,500 17,752 17,752 (p48) 23,300 BOO 

.c:t!0.172650.744000. Utilities 10,300 8,449 8,955 (1,345) 15,180 4,880 
280.172650.745100. Building Rental 20,028 20,028 20,028 I- 20,028 

0 
280.172650.747000. Training/Conference 10,000 5,893 7,886 (2,114) 25,000 15,000 
280.172650.7 48000. Insurance & Bonds 2,800 2,506 2,506 1(~94) 2,822 22 
000.000000.000000 LCMF Loan Default 4,196 4,196 

Subtotal 723,872 584,298 668,252 (5?,620) 820,583 96,711 

0 PROGRAM EXPENSE (PASS THRU) I 
280.172650.743020 Fund Balance (Michigan Interfaith Trust Fund Grant Funds) 23,500 15,000 37,189 1~.689 (23,500) 
280.172650.743020 Fund Balance (12,110 IT lniliative/$81,564/Fa<;ade Grant Funds) 93,674 34,921 58,753 (3~.921) 58,753 (34,921) 

0 
280.172650.743021 Cool Cities Grant 65,000 98,925 61,725 (~.275) 35,000 (30,000) 
280.172650.974020 EDC-MOEQ Grant 2007 10,000 7,426 7,426 (2,574) (1 0,000) 

Subtotal 192,174 156,272 165,093 (2i7,081) 93,753 (98.421) 
I 

Total Expenses 916,046 740,570 833,345 (8·2,701) 914,336 (1,710) 

0 I 

Difference between Revenue and Expense 0 !171,509) 54,742 5~,742 0 0 

0 Revised April 24, 2008 Revised April 24, 2008 

0 
0 
0 
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Escrow & Custodial Financial Services 

The Lansing Regional Center has entered into agreement with Fifth Third 
Bank to serve as escrow and custodial agent with all funds related to the Lansihg 
Regional Center EB-5 Immigration through investment program. 

Fifth Third will perform custodial services for all escrowed funds and will serve as the 
primary contact for all funds related to the Regional Center. Invested funds will I 
undergo a comprehensive due diligence process performed by Fifth Third Bank to I 

certify all invested funds were obtained legally and in adherence with the U.S. Patriot 
Act Section 326 as provided in Appendix 1 of this application. 

In addition to the performance of escrow and custodial services Fifth Third Ba~k will 
handle all foreign currency exchange and provide all interested applicants witH a full 
suite of expatriate banking setVices to assist with all aspects of financial pla~ning 
when locating to the United States. A description of these services is provided in 

subsequent pages. 

Contact Info: 

Bill Christenson, CISP, CTFA 
Vice President 
Senior Private Client Administrator 
2501 Coolidge Rd., Ste. 102 
MD RLANIC 
East Lansing, Ml48823 
william.christensen@53.com 

Curtis D. Ballast, Vice President 
Fifth Third Bank - Institutional Services 
111 Lyon Street NW 
MD#RMNR1C 
Grand Rapids, Ml 49503 
PH: 616-653-5235 
curt.ballast@53.com 

~ I 
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INTERNATIONAL BANKING NETWORK 

Fifth Third Bank maintains an extensive footprint 

throughout the United States. Additionally. 

representatives of our tnternatlonal team are 

strategically positioned in Toronto. Canada and 

Brussels. Belgium. 

We offer the products. services. and talented team of 

financial experts you need to transfornl your evolving 

b1.1siness and successfuUy oPerate on a global scale. 

For more information on fifth Third Bonk's International 
Banking Solutions, please:= vi.sit www.53.com ~ 
• ._. ot Au~u't 2007 

~=.~~":,;~ :;~:.:;:-~:;,;j;~~ :~~~==~.J.::~:7:.:~:;.~~~;~~!~~~;~~,:::.;:~~~.. Gl 
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Our commitment to the International community 

is supported by a large team of specialized 

International Bankers whose primary focus is 

understanding and meeting your specific needs in 

the financial marketplace. 

At a glance" our team Is ... 
• Strategically dispersed to better understand local 

economies and have direct access with the clients 

they serve. 

• Easily accessible to European parent companies 
through our office in Brussels. Belgium. 

• Supported by a ful.l service Canadian branch 

in Toronto. 

• Currently servicing .the needs of more than 

1,206 foreign-owned cOrporate clients and 5,000 

c::J c:J c::J c::::J 

@ 
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BANKING SOLUTIONS 

Fifth Third's International Banking Team has the 

experience, Insight and resources to deliver a 

complete- package- of financial solutions to n1eet 

financial solutions to minimize risk and n"'laximize 

opportunities in the international marketplace. 

Fifth TIJird Bank's broad array of 
banking services include: 

• Cash Management and depository services for 
U.S. and foreign parent companies. 

• Internet Banking provides a secure channel 

facilitating balance reporting, funds transfers, and 

receivable and payable solutions. 

• Lockbox/lmaglng ser'llice for U.S. check coHection 

potentially reducing float and increasing cash flow. 

.. Financing/leasing for U.S. subsidiaries of foreign 

owned companies including lines of credit, term 

loans and equipment financing. 

··Cre-dit:card paym~nt·soiutions through issuance 
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Legal Services 

Legal services for the Lansing Regional Center will be provided by Foste~, 
Swift, Collins and Smith, P.C. a Michigan based multi practice law firm which was 
established in 1902. Foster Swift will be handling all administrative work regardi~g 
immigration documents as well as overseeing the execution of all escrow and 
partnership agreements related to Lansing Regional Center projects. 

Contact Info: 

Gary J. McRay 
Shareholder 
Foster, Swift, Collins and Smith, P.C. 
313 S. Washington Sq. 
Lansing, Ml 48933 
517-371-8285 
gmcray@fosterswift.com 

\ 
All Lansing Regional Center applicants will be encouraged to obtain personal 

immigration consul prior to the transfer of funds to ensure compliance with Unitetl 
States Immigration law and that all obligations are met with the Office of Home Uand 
Security. 

I. 
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Marketing I Promotional Efforts 

Lansing is an international community. The city has large immigrant ana 
refugee populations as well as a significant international student body. Additidnally 
the city is continuing to build upon its assets through its continually evolving Si~ter & 
Friendship City program, which is helping to elevate Lansing's international 
reputation to cultural and economic exchange in the global economy. 

The Lansing Regional Center plans to implement a multi-level marketing 
strategy to generate interest in open investment opportunities. Marketing strategies 
tend to evolve as a campaign unfolds. However, the Lansing Regional Center !plans 
to implement the following techniques upon receiving the regional center designation. 

1.) Reliance on Existing Business Relationships 
The Lansing EDC has forged a number of relationships with many 

international and immigrant businessmen whom now call Lansing home yet are still 
very connected to the business communities in their respective home cities, afd 
have volunteered to assist with the distribution of print materials as well as organize 
small symposiums for interested investors to gather information about the program. 

2.) Michigan Economic Development Corporation- Shanghai Office 
. The Lansing EDC has permission to distribute marketing materials thro

1

ugh 
the Michigan EDC's Shanghai office in regards to the Lansing Regional Center. The 
MEDC is deeply entrenched within the Chinese business community recruiting 
companies to invest in Michigan and also assisting Michigan based companie~ with 
their expansions into China. Due to the nature of their daily operations, utilization of 
the MEDC will be critical in getting promotional materials in front of our target rharket. 

Contact Info: 
Harry C. Whalen 
Manager International Business Development 
State of Michigan 
Michigan Economic Development Corporation 
300 North Washington Square 
Lansing, Michigan 48913 U.S.A. 
Tel: (1) 517.241.4554 
Fax: (1) 517.241.3689 
e-mail: whalenh@michigan.org 

3.) Consulate General of the People's Republic of China 
The Consulate General has agreed to assist the city of Lansing in marKeting 

the Lansing Regional Center. This connection will allow a direct link to the La~sing 
Regional Center from the Consulate General's website, and provide a unique 
opportunity to foreign investors interested in Mid-west prospects. 

Contact info: 
Ping Huang 
Consul General 
Consulate-General of the People's Republic of China 
Chicago, IL 
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4.) Fifth Third Bank International Offices 
Fifth Third Bank has committed the company's International Desk, located in 

Brussels, Belgium, for distribution of marketing materials. In addition, Fifth T~ird has 
agreed to market the program to clients who will be potential users. This will be a 
key partnership as Fifth Third is seeking to expand their global presence and the 
Lansing Regional Center will be at the forefront of this expansion. 

5.) Website 
The Lansing Regional Center will also be marketed heavily on the internet 

through the Lansing EDC's website. The website design and deployment is ~eing 
coordinated by Spartan Internet Consulting, which is a leading company in th~ field of 
internet marketing and strategic implementation. By utilizing cutting edge an~lytical 
tracking tools the website will be enabled to seek out potential investors and provide 
the Lansing Regional Center with unprecedented global exposure. 

6.) EB·5 Brokers 
· When necessary, the Lansing EB-5 Regional Center wilf work with brokers in 

countries where this type of process is customary. Through the broker netwotk the 
Lansing Regional Center will gain true global exposure. 

7.) Greater Lansing Office of New Americans 
Under the guidance of Lansing Mayor Virg Bernero, Michigan State un

1

iversity, 
and the Lansing Economic Area Partnership (LEAP) an initiative has been created 
that will position the greater Lansing region as a true international community.\ The 
Office of New Americans (ONA) is a new program under development that will 
coordinate all of the community's international assets to ensure that greater L~nsing 
has a unified voice to the global community. The following are just a few of th~ 
office's ambitious objectives: leverage regional business assets into global ecbnomic 
growth, assist in the welcoming of refugee populations including employment \ 
initiatives to ensure that we do not under-employ the population's vast intellect, 
implementation of new international business associations, and many other 
innovative programs to cater to the international community. 

In an effort to securing funding for the launch of this initiative the Lansing EDC 
along with our partner organizations presented the initiative to Mr. Rick Foster,\VP for 
Programs, W.K. Kellogg Foundation. The presentation was led by Dr. Soji Adelaja, 
Director of Michigan State University's Land Policy Institute, and was very well\ 
received by the W.K. Kellogg Foundation. So much so, that the Foundation h~s 
asked for a formal proposal and suggested that several hundred thousand dollars 
would be made available to launch a pilot program. The formal proposal is beihg 
drafted for submittal at this time. 
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tax incentives for the rehabilitation or new construction of resid~ntial 
housing. 

- Downtown Development 
The LEDC-offers a matching grant and a loa·n program to encourage 
redevelopment in the core downtown area. Our "Building Facad~ 
Improvement" program offers up to $5,000 in matching grant fun1ds to 
encourage property owners and tenants to make needed exteri9r 
building facade improvements. Additionally the LEDC's Business 
Finance Assistance Program can provide loans to help busines~ 
development and expansion. 

- Linking Lansing & U Initiative 
In 2006 Mayor Virg Bernero launched a new pro-active initiative, titled 
"Linking Lansing & U," with the sole purpose of developing programming 
and out-reach efforts to engage Lansing's student population. / 
Programming revolves around three distinct focuses: employment I 
internships, housing, and entertainment. Since its launch "Linki~g 
Lansing & U" has engaged over 1,000 students in a multitude of events 
including wildly successful job shadow days, networking events, and 
student volunteer opportunities. · 

The LEDC is also actively involved in workforce development and econ9mic . 
development initiatives on both the state and regional levels. These clos

1

e ties 
bring access to additional resources and expertise including: vocational pnd 
employment training, utilities, transportation, research and higher education 
and intergovernmental cooperation. 

Lm1sing EcotlOtnic Developntettl Corporntion 
Organizational Chnrt · 
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Lansing Regional Center Project Flow Chart: 

Lansing Regional 
Center 

(General Partner) 

Lansing EDC 
(Supervisor) 

Limited 
Partnership 

I 

Project 

Role of Lansing Economic Development Corp. (LEDC): 

0 

Foreign Investors 
(Minority Partner) 

The LEDC will be retained as council pursuant to any advisory agreements entered 
into by the General Partner on behalf of each limited partnership to provide 
administrative services as follows: 

• Identifying qualifying investments 
• Completing due diligence in regards to proposed investments 
• . Monitoring qualifying investments for job creation and other EB-5 compliance 

requirements · I 

• Providing accounting and reporting services for qualifying investments 
• Assisting qualifying businesses in obtaining future financing 

Role of Lansing Regional Center (LRC): 
The LRC will operate as a limited liability company under the supervision of the 
Lansing EDC Board of Directors. LRC will have a separate independent bo~rd of 

I 

I 
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directors which will provide oversight of the fund and direction to the LRC Ma~ager. 
The LRC Director will be an employee of the Lansing EDC and will be in charge of 
day-to-day management of each limited partnership. Management responsib~ilities 
shall include: 

• Marketing qualifying investments to limited partners 
• Determining that qualified investments meet minimum criteria 
• Assuring that investments generate job creation criteria set forth by the EB-5 

Program I 

• Supervise investment to insure financial performance and continued EB-5 
Program qualification 

• Providing detailed financial reports to Limited Partners 
• Maintenance of accounting books and records for each Limited Partnership 
• Retaining all professional services that may be deemed necessary for each 

Limited Partnership 
• Providing detailed financial and status reports to LRC & LEDC Boards of 

Directors 
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0 flJFifth Third Bank 

0 CUSTODY SERVICES AGREEMENT 

This CUSTODY SERVICES AGREEMENT (collectively with all schedules, exhibits, amendments, and addenda hereto, this 

0 
"Agreement") is made effective by and between FIFTH THIRD BANK, II~ Lyon Street NW, MD 
# RMNRIC, Grand Rapids, Michigan 49503 ("Custodian"), and , --+/ ______ _ 

("Customer"). Custodian and Customer hereby agree as follows: I 

0 1 .. DEFINITIONS. For purposes of this Agreement, the following capitalized terms shall have the meanings set forth below. 

"Account" means the custodial account maintained by Custodian pursuant to this Agreement establish~d in the name of and 
on behalf of Customer. I . 0 "Agreement" means this Custody Services Agreement and all schedules, exhibits, amendments and addenda hereto. 

"Class Actions" means lawsuits initiated by or on behalf of a corporation that entitle the shareholders of such corporation. to 

0 
participate in such lawsuit by electing to so participate. 

"Corporate Action Information" means all information communicated to Customer related to Gorporate Actions when 
securities related to such Corporate Actions are held in the Account. . I 

0 "Corporate Actions" means any actions undertaken by an issuer corporation that have an effect upon shareholders or 
entitlement holders of the corporation's securities (so long as such securities are held in the Account) includin~, without limitation, the 
inception of Class Actions. I 

"Custodian" means Fifth Third Bank, an Ohio banking corporation, acting pursuant to this Agreement. 0 "Customer ID" means a Customer-specific user identification code. 

0 
"Customer" means the party executing this Agreement for which the Custodian is performing the Services. 

"Depository" means the Depository Trust Company, the Federal Reserve or such other sub-custodiad as Custodian may from 
time to time nominate. . I 

0 "Information" means the methods, techniques, programs, devices and operations of Custodian arising in connection with the 
services and products provided in connection therewith. I 

"Instructions" means the data messages, in a form and format acceptable to Custodian, submitted by Customer and 

0. successfully received by the Workstations, which requests that a task be performed on behalf of Customer Jr its customers regarding 
trust and/or demand deposit account funds maintained in the Account. I · 

0 
0 
0 
0 
0 
0 
0 

"Mandatory Corporate Actions" shall mean those Corporate Actions for which the effect on the sliJ.areholders or entitlement 
holders may not be modified by the Customer, including but not limited to, cash dividends, stock dividend11

, mergers, name changes, 
mandatory calls, and other mandatory corporate reorganizations. 

"Other Instructions" means the messages, in a form and format acceptable to Custodian, suomitted by Customer and 
successfully received by Custodian, which request that a task be performed on behalf of Customer or its cu~torners regarding stock or 
other securities held in. Customer's Account that does not relate to Voluntary Corporate Actions or the Custbmer's Voluntary Election 

· Instructions 

"Proper Instruction" means the written and manually signed instructions of the person(s) identified in writing by Customer as 
being duly authorized by Customer to have authority over the Property. 

"Property" means the property listed on a certain receipt(s) or as indicated on the confirmation separately supplied by 
Custodian to Customer in connection with this Agreement, which may include, without limitation, common/and preferred stocks, 
bonds, debentures, notes, money market instruments or other obligations, and any certificates, receipts, warrants or other instruments 
or documents representing rights to receive, purchase or subscribe for any of the foregoing, or evidencing a~y other rights or interests 
therein. I 

"Services" means the custody services specified in the Custody Services Schedule attached heretJ as Schedule 1. 

"Transactions" means the Custodian's performance of certain tasks pursuant to Proper Instructions. 



0 
0 

. I . 
"Voluntary Corporate ActionsOans those Corporate Actions for which shareOrs or entitlement holders are entitled or 

required to make an election or decision among alternative courses of action such as, among other things, certain tender offers, 
conversions, distributions or exchanges that are voluntary by their terms. 

"Voluntary Election Instructions" means those messages timely delivered from Customer to 
1

Custodian identifying 
ustomer's election or decision among alternative courses of action triggered by the occurrence of a Voluntary Corporate Action. 

0 2. DEPOSIT OF PROPERTY. Customer has deposited the Property, or may deposit additional Property,/ with Custodian. The 
purpose of such deposit is to obtain from Custodian the Services. The Services shall include those normally ana customarily provided 
by Custodian with respect to Property including safekeeping, trading, deposits, withdrawals, income, corpor~te actions, puts, calls, 

0 
overdrafts, record retention, reports and such other related services as Custodian may offer from time to time. 

3. DESCRIPTION OF PROPERTY. Customer represents and acknowledges that the description of the Property listed on the 
receipt(s) or confirmation is an accurate description of the Property. Custodian shall not be responsible for anyl Property until actually 

0 
received by Custodian. Securities held by Custodian shall, unless payable to bearer, be registered in the name of the Custodian for the 
accountofthe Customer or its nominee, as Custodian may appoint, and at any time remove, in Custodian's solb discretion. Custodian 
may deposit all or a part of the Property in a Depository; provided, however, no such deposit or appointment shall relieve the 
Custodian of its obligations under this Agreement. Custodian, in accordance with it normal and customary ~ractices, will segregate 

0 and identify on its books as belonging to the Customer all Property held by Custodian or any other entity autllorized to hold Property 
in accordance with this Agreement. · I 
4. APPOINTMENT AS CUSTODIAN. Customer hereby constitutes and appoints Custodian as custodian of the Property and 

0 Custodian agrees to act in the capacity as custodian with respect to the Property during the term of this Agre~ment. Custodian shall 
perform the Services and maintain the Account as set forth herein. Custodian shall be held to the exercisb of reasonable care in 
carrying out its obligations under this Agreement. Custodian shall have no investment authority, nor any duty or obligation to 
supervise or advise Customer on any investments. Except as specifically set forth herein, Custodian shail have no liability and o assumes no responsibly for any non-compliance by Customer of any laws, rules or regulations. I . 
5. SCOPE OF SERVICES. Custodian may mak~ changes to the Services and/or the Fee Schedule attached hereto as Schedule 2 
based upon, but not limited to: technological developments; legislative, regulatory, third party depository or sJb-custodian operational 

0 changes; or the introduction of new services by Custodian. Custodian will notify Customer of any changes to the Services that will 
affect Customer at least 30 days prior to the effective date of such changes. j 

<. INSTRUCTIONS; RELIANCE BY CUSTODIAN. Custodian is authorized to rely and act on Proper Lnstructions in providing 

0 ;e Services, whether such Proper Instructions are received via telephone, facsimile, or by bank wire so long ~s Custodian believes in 
5ood faith that such Proper Instructions have been given by an authorized person or agent acting on behalf ~f Customer. Custodian 
will only rely upon Proper Instructions sent via electronic mail if Proper Instruction specifically approves this method of delivery in 

0 
writing (by other than electronic means) prior to the delivery of such Proper Instructions by electronic ~ail. Custodian is also 
authorized to rely and act upon instructions transmitted electronically through the Institutional Delivery Systerh (IDS), a customer data 
entry system, or any other similar electronic instruction system acceptable to Custodian. Custodian will not b~ liable for any failure to 
execute instructions or failure to receive Property due to incorrect, incomplete, conflicting or untimely ins~ctions. Custodian, in its 

0 discretion, is authorized to accept and act upon orders from Customer, whether given orally by telephone or otherwise, which 
Custodian in good faith believes to be genuine. Customer shall cause all oral instructions to be confirmed in writing by a written 
Proper Instruction. Custodian's records will be conclusive as to the content of any such instructionrl regardless of whether 

0 
confirmation is received. 

7. REIMBURSEMENT FOR COSTS, EXPENSES. Custodian is authorized to take all steps it deems necessary or advisable to 
. I 

complete a transaction and shall be reimbursed for all costs, losses and liabilities if settlement is not accomplished due to Customer's 

0 
failure for any reason to follow Custodian's instructions with respect to the Property or the Account. C~stodian is authorized to 
execute, in the name of Customer, any certificates of ownership, declarations or other certificates required urlder any tax or other laws 
or governmental regulation now or hereafter in effect. Custodian will have the right to setoff against the Prbperty held by Custodian 
hereunder and upon any deposit account of Customer for the following: (i) compensation, expenses, commitrhents made by Custodian 

0 upon instructions of Customer or its authorized agent; (ii) reimbursement of taxes incurred by Custodian for the Account of Customer; 
and (iii) other liabilities of Customer to Custodian, however created. · I 
8. SETTLEMENT PRACTICES. Custodian will settle trade orders as instructed by the Customer. Custodian will not be liable or o accountable for any act or omission by, or for the solvency of, any broker or agent effecting such transaction./ 

9. INDEMNIFICATION. Custodian shall not be liable for, and Customer agrees to indemnify and hold harmless Custodian and any 
nominee appointed pursuant to the terms hereof, from and against any loss, damage, cost, expense (incl~ding attorneys' fees and 

0 disbursements), liability or claim of any third party arising directly or indirectly (a) from the fact that any o~the Property is registered 
;'1 the name of any such nominee, or (b) from any action or inaction by the Custodian or such nominee (i) at the request or direction of 

·in reliance on the advice of Customer, or (ii) upon Proper Instruction, or (c) generally, from the perforrbance (or absence or lack 

0 .. 1ereof) of its obligations under this Agreement; provided, however, that neither Custodian nor any nominecl shall be indemnified and 
held hannless from and against any such loss, damage, cost, expense, liability or claim arising from Custddian's or such nominee's 

- 2-
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0 gross negligence or willful misconductOCustomer requests Custodian to take any actQ,ith respect to Property that may, in the 
opinion of Custodian, result in Custodian or its nominee becoming liable for the payment of money or incurring! liability of some other 
form, Custodian shall not be required to take such action until Customer shall have provided indemnity therefore to Custodian in an o amount and form satisfactory to Custodian. . / 

). LIMITATION OF WARRANTIES. OTHER THAN THE EXPRESS WARRANTIES (IF ANjY) MADE IN THIS 
AGREEMENT, CUSTODIAN DISCLAIMS ALL WARRANTIES INCLUDING, WITHOUT LIMIT ATIO!i, ANY EXPRESS OR 

0 IMPLIED WARRANTIES OF MERCHANT ABILITY OR FITNESS FOR A PARTICULAR PURPOSE WI1JH RESPECT TO ALL 
PRODUCTS AND SERVICES PROVIDED HEREUNDER. Without limiting the foregoing, Custodian shall not be liable for lost. 
profits, lost business or any incidental, consequential or punitive damages (whether or not arising out of 4cumstances known or 

0 foreseeable by Custodian) suffered by Customer, its customers or any third party in connection with any of the products or services 
made available hereunder. Custodian's liability under this Agreement shall in no event exceed an amount e~ual to the lesser of (i) 
actual monetary damages incurred by Customer or (ii) an amount not to exceed one-half of the net fees paid to Custodian within the 
prior three calendar months immediately preceding the date on which Custodian received a written notice frJm Customer regarding 

0 such damages. In no event shall Custodian be liable for any matter beyond its reasonable control, or for damdges or losses wholly or 
partially caused by the Customer, or its employees or agents, or for any damages or losses which could have fueen avoided or limited 
by Customer giving prompt written notice to Custodian. Customer shall bring no cause of action, regardless bf form, more than one 

0 year after the cause of action arose. . I 
11. LIQUID FUNDS. Custodian shall not be liable for, or considered to be the custodian of, any cash belonging to Customer or any 
money represented by a check, draft or other instrument for the payment of money, until Custodian or its agents actually receive such 

0 cash or collect on such instrument. So long as and to the extent that it is in the exercise of reasonable care,l Custodian shall not be 
responsible for the title, validity or genuineness of any property or evidence of title thereto received or delive~ed by it pursuant to this 
Agreement. Custodian shall not be required to enforce collection, by legal means or otherwise, of any money or property due and 
payable with respect to any Property held in the Account if such Property is in default or payment is not m~de after due demand or o presentation. I 
12. CONFIDENTIAL RECORDS. Custodian shall treat all records and information relating to Customer and the Account as 
confidential, except that it may disclose such information after prior approval of Customer, such approvallnot to be unreasonably 

0 withheld. Custodian will be authorized to disclose any information regarding Customer, the Property, and the Account that is required 
to be disclosed by any law, governmental regulation or court order in effect without having received Customerl's prior approval. 

13. CONFIDENTIALITY. Customer acknowledges that the Information is of a confidential nature, and is a valuable and unique 

0 ~set of Custodian's business. During the term of this Agreement and following the expiration or terminatiod thereof, Customer shall 
· .~ot make or permit disclosure of any Information to any person or entity (other than to those employees and kgents of Customer who 

participate directly in the performance of this Agreement and need access to Information · I 

0 14. STATEMENTS. Inquiries regarding any valuations or other reports must be submitted to Custodian within thirty days of the 
receipt of the Custodian's statement or report, and on expiration of this period, statements and reports shall be deemed correct and 
accepted by Customer. Express or tacit approval of such statement or report implies acceptance of the varibus entries listed therein 

0 
and approval of any reservations made by Custodian. Thereafter, Customer assumes the responsibility to corr,ct any and all errors. 

15. FEES. Customer shall pay to Custodian when due all fees and expenses arising in connection with the Services and the Account 
in accordance with the Fee Schedule (as may be amended from time to time) and billed or charged according to Customer's customer 

0 
profile schedule maintained at Custodian's place of business. Customer shall receive no less than thirty tlays prior notice of any 
changes in the Fee Schedule. If Customer fails to pay Custodian for any fees and expenses owed within thirty days after invoice, 
Custodian may charge such fees and expenses to any deposit account of Customer or in the name of Custorher. Custodian may also 
assess usual and customary late payment fees for payments past due more than thirty days after invoice. . I · 

0 16. NO WAIVER. The failure of Custodian to insist on strict compliance, or to exercise any right or rememy under this Agreement, 
shall not constitute a waiver of any rights contained herein or estop Custodian from thereafter demailiding full and complete 
compliance or prevent Custodian from exercising such remedy in the future. I 0 17. FORCE MAJUERE. Custodian shall not be liable for any failure or delay in performance of its obligations under this 
Agreement arising out of or caused, directly or indirectly, by circumstances beyond its reasonable cohtrol, including, without 
limitation, acts of God; earthquakes; fires; floods; wars; civil or military disturbances; sabotage; strikes;! epidemics; riots; power 

0 failures; computer failure and any such circumstances beyond its reasonable control as may cause interrupti0n, loss or malfunction of 
utility, transportation, computer (hardware or software) or telephone communication service; accidents; iabot disputes, acts of civil or 
military authority; governmental actions; or inability to obtain labor, material, equipment or transportationl provided, however, that 

0 
the Custodian in the event of a failure or delay shall endeavor to ameliorate the effects of any such failure or Jielay. . 

l8. INDEPENDENT CONTRACTOR. This Agreement is not a contract of employment and nothing co~tained in this Agreement 
'ill be construed to create the relationship of joint venture, partnership, or employment between the parties/. This Agreement and all 

0
. A the provisions hereof shall be binding upon and inure to the benefit of the parties hereto and their respeative successors, and their 

permitted transferees and assignees. 
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19. ENTIRE AGREEMENT. This Qeement constitutes the entire agreement bQen the parties and supersedes all prior 
agreements, understandings, and representations regarding the subject matter of this Agreement. No amendilient to this Agreement 
shall be valid, unless made in writing and signed by both parties; provided, however, Custodian may amend o~ otherwise modify this 
Agreement, and any addenda, amendments, exhibits or schedules thereto, provided such modification dobs not create any new 

Jligation on the part of Customer and does not materially diminish any service being provided by Custodiad hereunder. Custodian 
shall give Customer notice of such changes by ordinary mail. This Agreement is for the benefit of, and mJy be enforced only by, 
Custodian and Customer and their respective successors and permitted transferees and assignees, and is not for the benefit, of and may 
not be enforced by, any third party. 

20. VALIDITY AND BINDING EFFECT. Customer hereby warrants and represents to Custodian: that Qustomer has full power 
and authority to enter into this Agreement; that the execution, delivery and performance of this Agreement hare been duly authorized 
by all necessary corporate or partnership or other appropriate authorizing actions; that the execution, delivery and performance of this 
Agreement will not contravene any provision or constitute a default under any other agreement, license or codtract, written or oral, to 
which Customer is bound; and that this Agreement is valid and enforceable against Customer in accordJnce with its terms and 

~~. J 
21. NO ASSIGNMENT. Customer agrees not to sell, assign, sublet, pledge, hypothecate, suffer a lien upon or against, or otherwise 
encumber any interest in this Agreement, in whole or in part. Should Custodian assign this Agreement or should the fees due 
hereunder be assigned, no breach or default of this Agreement by Custodian to its assignee shall excuse per£ rmance by Customer of 
any provision hereof. · / 

22. SEVERABILITY. If any term or provision of this Agreement or any application thereof shall be invalid or unenforceable, the 
remainder of this Agreement and any other application of such term or provision shall not be affected thereby., 

23. NO IMPLICIT DUTY. Custodian shall have no duties or obligations whatsoever except such duties and obligations as are 
specifically set forth in this Agreement, and no covenant or obligation shall be implied in this Agreement agaihst Custodian. 

24. COUNTERPARTS. This Agreement may be executed in one or more counterparts, and by the p~rties hereto on separate 
counterparts, each of which shall be deemed an original but all of which together shall constitute but one and tihe same instrument. 

0 25. GOVERNING LAW. This Agreemynt will be governed by and construed according to the laws of/the State of Ohio. The 
parties hereby consent to service of process, personal jurisdiction, and venue in the state and federal coufs located in Cincinnati, 
Hamilton County, Ohio, and select such courts as the exclusive forum with respect to any action or proceeding brought to enforce any 

0 
1\ability or obligation under this Agreement. I 
..!6. TERMINATION. Customer or Custodian may terminate this Agreement upon thirty days prior writte~ notice to the other party 
by registered, certified or express mail. Custodian will charge fees up to and including the last day of the b~lling period in which the 
effective date of termination occurs. Notice of termination shall be effective on the date of receipt therebf. If Customer fails to 0 designate a successor custodian on or before the effective date of termination, then Custodian shall have the/right to deliver all of the 
Property then held in the Account to Customer. Thereafter, Customer (or the designated replacement custod~an) shall be custodian of 
the Property and Custodian shall be relieved of all obligations under this Agreement. 0 27. SPECIFIC REQUIREMENTS OF THIS CUSTOMER. 

0 
0 
0 
0 [signatures follow; the remainder of this page intentionally left blank] 
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date first set forth above. 
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CUSTOMER: 

Accepted: _______ _ 

FIFTH THIRD BANK 

By: __________ _ 

Title: 

CUSTOMER'S ADDRESS: 

CUSTODIAN'S ADDRESS: 

Fifth Third Bank 
111 Lyon Street NW- MD# RMNR1A 
Grand Rapids, MI 49503 
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0 fljFifth Third Bank 

0 Schedule 1 

SCHEDULE OF CUSTODY SERVICES 

0 Custodian shall perform the custody services set forth below (the "Custody Services") in connection witn the maintenance of a 
custodial account in the name of and on behalf of Customer, in accordance with the terms and conditions M the Agreement. The 

0 Custody Services made available by Custodian are subject to change from time to time without notice; provi~ed, however, Custodian 
shall endeavor to notify Customer of any changes to the below Custody Services that will affect Customer at least thirty days prior to 
the effective date of such changes. Capitalized terms used below have the meanings set forth in the Agree men~. 

0 A. SAFEKEEPING. Custodian will maintain in its vault or at a Depository, or sub-Custodian idejfied on its books as the 
property of the custodial account( s) of Custodian, all Property that it now or hereafter receives for the Account{ s) of Customer. 

0 
B. TRADING. Custodian will, upon Proper Instructions, sell, assign, transfer, deliver, purchase or acquire securities or 

other property for the Account. 

C. DEPOSITS OR WITHDRAWALS. Custodian will, upon Proper Instructions: (a) deliver or receive securities or other 

.0 
properties; and (b) transfer or make payments from the Account of such cash or securities to such person(s): specified by Customer. 
Unless Customer directs otherwise, excess cash will be invested in the Custodian's investment/sweep alternatires . 

. D. INCOME. Custodian will collect and receive all cash or property related to, associated with o~ earned by, the Property 
as interest, dividends, proceeds from transfer, and other payments for the Account of Customer. Custodian will convert cash 

0 distributions denominated in foreign currency into United States dollars at Custodian's then applicable jrate for the account of 
Customer. In effecting such conversion, Custodian may use such methods or agencies as it deems necessary and appropriate at the 
current prevailing rates. . 1 . 

0 E. CAPITAL CHANGES. Custodian will notify Customer of capital changes, limited to those securities registered in a 
,ominee 's name and to· those securities held at a Depository or sub-custodian acting as agent for Custo~ian. Custodian will be 
responsible only if the notice of such capital change is published by Xcitek, DTC, or received by registered mail from the agent. For 

0 market announcements not yet received and distributed by Custodian's services, Customer will provide cJstodian with appropriate 
instructions. Custodian will, upon receipt of Customer's response within the required deadline, affect s~ch action for receipt or 
payment for the Account of Customer. For those responses received after the deadline, Custodian will affect such action for receipt or 
payment, subject to the limitations of the agent(s) affecting such actions. 

0 F. PUTS. Custodian will promptly notify Customer of put options only if the notice is received by registered mail from the 
agent Customer will provide Custodian with all relevant information contained in the prospectus for any seburity that has unique put 
option provisions and provide Custodian with specific tender instructions at least. ten business days prior to~the beginning date of the o tender period. 

G. SHAREHOLDER COMMUNICATIONS. Custodian will, as set forth in the Customer Profile Schedule, either 
receive, execute or cause to be transmitted all shareholder communications. With regard to any temporary c sh investment offered by 

0 Custodian, Custodian shall respond on behalf of the Customer. · 1· 

H. RECORD RETENTION. Custodian will, at all times, maintain books and records relating to the Account in accordance 
with its normal and customary procedures and will reasonably make available for inspection such records t~ duly authorized officers, 

0 employees, or agents of Customer or by legally authorized regulatory officials who are then in the Process of reviewing the 
Customer's financial affairs upon adequate proof to Custodian of such official status. I . 

· I. REPORTS. Custodian will provide such reports as set forth in the Customer Profile Schedule and notify the Customer of 0 each transaction confumation via a monthly statement of transactions and holdings. I 
J. COMMUNICATIONS. Custodian shall be authorized to rely upon the accuracy and genuineness of all data received 

through electronic means and initiated by any person authorized by Customer. In its employment of suth devices, Customer will 

0 safeguard and maintain the confidentiality of all passwords or numbers and will disclose them only to thbse employees who are to 
have access to the Account. Custodian may electronically record any instructions or other telephone diJcussions. Custodian may 
~lectronically record any instructions given ·by telephone, and any other telephone discussions with rlbspect to the Account or 

0 .ransactions pursuant to the Agreement. 

K. OVERDRAFTS. At the discretion of Custodian in cases concerning overdrafts, the Account rnay be charged interest at a 
rate determined by Custodian in its discretion. · 

0 
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OPERATING AGREEMENT 
OF 

0 

THIS OPERA TfNG AGREEMENT is made and entered into as of the d~y of 
___ , 2008 (''Effective Date") by and among ,;:,>;::, a 
Michigan limited liability company, and the persons executing this Operating ~greement as 
Members of the Company as follows: 

ARTICLE I- DEFINITIONS 

1.1 Act. Act shall be defined as the Michigan Limited Liability Company Act, being 
Act No. 23, Public Acts of 1993, as amended. 

1.2 Affiliate. Affiliate shall mean any other Person directly or indirectly controlling 
or controlled by or under direct or indirect common control with such specifietl Person. For 
purposes of this definition, "control" when used with respect to any specified Petson means the 
power to direct the management and policies of such Person, directly or inditectly, whether 
through the ownership of voting securities, by contract, through an employer/ and employee 
relationship, or otherwise, and the terms "controlling" and "controlled" ~ave meanings 
correlative to the foregoing. / 

1.3 Agreement. The Agreement shall be defined as the valid written Operating 
Agreement signed by the Members of the Company executing an organization /or subscription 
agreement, which Agreement specifies the affairs and conduct of the Compan~, including any 
provision in the Articles pertaining to the affairs and conduct of the business of the Company. 

I. 4 Articles. Articles shall be defined as the Articles of Organization L filed with the 
Michigan Department of Labor & Economic Growth, Bureau of Commbrcial Services, 
Corporation Division as required by the Act. 

1.5 Assignment. Assignment shall include any type of sale or transfer of a Member's 
Membership Units in the Company. 

1.6 Capital Accounts. Capital Account shall be as defined in paragraph 4.5 of t~is 
Agreement. 

1.7 Code. Code is defined as the Internal Revenue Code of 1986, as amended. 

1.8 Company. Company shall be defined as i,:',~:>i::?;;;:'('':>'::,,',•Q:~i,••,;:''':,',/:::·,>•· :[>::','':~>~>' . 

1.9 Contributing Member. Contributing Member shall be define~ as a Member 
choosing to make additional contributions when another Member becomes a Noncontributing 
Member. 

1.10 Contribution. Contribution shall mean anything of value that a person contributes 
to the Company as a prerequisite for, or in connection with, membership) including cash, 0 
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property, services performed, or a promissory note or other binding obligation to 
or property, or to perform services. 

1.11 Control. Control shall be defined as the possession, directly or u·: tdir,ectl 
power to direct or cause the direction of the management, activities or policies 1 

through the ownership of voting securities, by contract, employment or otherwise. 

1.12 FSC&S. FSC&S shall be defined as Foster, Swift, Collins & 
Michigan professional corporation. 

1.13 Indemnified Person. An Indemnified Person shall be any indi 
pursuant to the provisions of this Agreement. 

1.14 Class A Member. The Class A Member is 
The Class A Member shall have all of the voting rights of Members. 

1.15 Class B Member. Each Member who(l) contributes ~;~;~~;~g,~~ 
Unit of Membership Interest of the Company; (ii) executes a Subscription 
has the Company accept the Subscription Agreement shall become a Class B lY,~'-'lllU'-'1 

such shall have no voting rights as a Member since all voting rights are held 
Member. 

1.16 Member Representative. A Member Representative shall 
individual designated by a Member who is authorized to act on behalf of said u ... ...,u.,,u...,. 

as an 

·1.17 Membership Interest or Interest. Membership Interest or Interest 
as a Member's rights in the Company, including, btitnot limited to, the right 
receive distributions of the Company's assets and any right of a Member to vote 
the Management of the Company. 

1 be defined 

participate in 

1.18 Membership Unit or Units. Membership Unit or Units shall be aet~nea as units of 
equity ownership in the Company, which equal the Members' Membership in the 
Company. Membership Units shall be uncertificated, unless the Managers in their · 
discretion, that certificates shall be issued. 

1.19 Noncontributing Member. Noncontributing Member shall be ~eti.ned as any 
Member who does not make additional capital contributions according to the ! pro rata 
ownership of all Membership Units as provided in this Agreement. 

1.20 Offer. Offer shall be defined as a written offer made by a ·ve buyer, 
assignee, or transferee of a Transferring Member's Membership Units in the y. 

1.21 Offered Membership Interest. An Offered Membership Interest I be defined 
as that portion of a Membership Interest being sold, assigned, or transferred 1 a Transferring 
Member. 

1.22 Offerees. Offerees shall be defined as the Members of the C 
the Transferring Member. 

2 .... ---·-···---·-·------------+-·--------------------- ·-·----··---·-
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1.23 Person. Person shall mean an individual, partnership, limited 
trust, custodian, estate, association, corporation, governmental entity, or any other 

1.24 Resident Agent. The Resident Agent of the Company shall be 
the Articles or any amendment to the Articles. The Resident Agent may be chan 
time and such change shall be made in accordance with the Act. If the Resident 
resign, the Company shall promptly appoint a successor. 

1.25 Registered Office. The Registered Office of the Company shall 
in the Articles or any amendment to the Articles. The Registered Office may 
time to time and such change shall be made in accordance with the Act. 

1.26 Transferring Member. A Transferring Member shall be defined as 
sells, assigns, transfers, or exchanges some or all of said Member's Members:hlp[ 
Company. 

ARTICLE II- ORGANIZATION 

2.1 Formation. The Company has been organized as a Michigan l.lm:Lted 
company under and pursuant to the Act, by the filing of Articles with the !Vll•Cml~an 
of Energy, Labor and Economic Growth (DELEG), Bureau of Commercial S"'r"''""" 
Division. 

2.2 Name. The name of the Company shall be 
The Company may also conduct its business under one or more assumed names. 

2.3 Purposes. The purposes of the Company are to engage in any vity for which 
Limited Liability Companies may be formed under the Act, including but not lutrtted to holding 

I investments. The Company shall have all the powers necessary or con ' to effect any 
purpose for which it is formed, including all powers granted by the Act. 

2.4 Duration. The duration of the Company shall be perpetual shall continue 
until the Company is dissolved and its affairs wound up in accordance with the Act or this 
Agreement. 

2.5 Intention for Company. The Members have formed the CoJmp<~Y 
Liability Company under and pursuant to the .Act. The Members specifically 
that the Company not be a partnership (including, a limited partnership) or any 1 venture, but 
a Limited Liability Company under and pursuant to the Act. No Member or anager shall be 
construed to be a partner in the Company or a partner of any other Member, 1 ger or person 
and the Articles, this Agreement and the relationships created thereby and arisi therefrom shall 
not be construed to suggest otherwise. Notwithstanding the foregoing, , the Members 
intend that the Company be treated as a partnership for federal income tax purp I 

2.6 Effective Date. The Agreement shall become effective date this 
Agreement is fully executed, or the date the Articles are filed with the M1'c mgc~n 
Labor & Economic Growth, Bureau of Conunercial Services, Corporation Di 

o· 
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2. 7 Conflict between Articles and Agreement. If there is a conflict between the 
Company's Articles and the Agreement, the Articles shall control. 

ARTICLE III- BOOKS, RECORDS AND ACCOUNTING 

3.1 Books and Records. The Company shall maintain complete and accurate books 
and records of the Company's business and affairs as required by the Act. Subh books and 
records shall be kept at the Company's Registered Office or principal place of ~usiness. The 
books and records shall be open to inspection by any Member or a Member's authoriz~d 
representative at any reasonable time during business hours. 

3.2 Fiscal Year; Accounting. The Company's fiscal year shall be the calendar year. 
The particular accounting methods and principles to be followed by the Company shall be 
selected by the Managers from time to time. 

3.3 Reports. The Managers shall provide reports concerning the financial condition 
and results of operation of the Company and the Capital Accounts of the Mbmbers to the 
Members in the time, manner and form as the Managers determine. Such reborts shall be 
provided at least annually as soon as practicable after the end of each calendar ~ear and shalL 
include a statement of each Member's share of profits and other items of incorhe, gain, loss, 
deduction and credit. 

3.4 Members' Capital Accounts. The Company shall maintain a Capital Account for 
each Member. Each Member's Capital Account shall be adjusted in accordance wifu the terms of 
paragraph 4.5. 

3.5 Member Tax Treatment. No Member shall treat a Company tax item on such 
I 

Member's federal, state or local income or other tax returns or permit an affiliate to treat a 
·Company tax item on such affiliate's tax returns in a manner inconsistent with ttle treatment of 
such item on the Company's federal, state or local tax returns. 

ARTICLE IV- CAPITAL CONTRIBUTIONS 

4.1 Initial Commitments and Contributions. By the execution of this f.greement, the 
initial Members hereby agree to make the capital contributions for the Membersliip Units as set 

I 

forth in their Subscription Agreement and which is also designated in the attached Exhibit A. 
, •.•...•.•..•. ..... :··:·:··,.,., I 

The capital contributions represent each Member's contribution of §?QO.,OQP\'QQ ir exchange for 
one Member's Membership Unit. The Membership Units of the respective Members in the 
Company are also set forth in: Exhibit A. Any additional Member (other than ah assignee of a 
Membership Interest who has been admitted as a Member) shall make the capital ~ontribution set 
forth in a separate written Subscription Agreement at the time of admission. ~o interest shall 
accrue on any capital contribution and no Member shall have any right to withdraw or to be 
repaid any capital contribution except as provided in this Agreement. 

0 4.2 Additional Capital Contributions. In addition to the initial capita[ contributions, 
the Member may determine from time to time that additional capital contributioJs are needed to 
enable the Company to conduct its business and affairs. Such additional capitll contributions 

0 are separate and distinct from amounts that each Member has committed to loan ~o the Company 
pursuant to the Funding Agreement described in paragraph 4.3, below. 

D~------------------4--
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a. Notice. Upon making such a determination that addi1!ion~~ .. c~pital 
contributions are needed, notice shall be given to all Members in writing at le~st ~'iift:Y':,:I('~:'Qi 
.• ,.,,,,,,,,, .. ,,'" ... ,,.,,.,.,,.,,.,,,,." I ............ . 

~H~~~@.'§,§~iq~~s prior to the date on which such additional contributions are due. Su9h notice shall 
describe, in reasonable detail, the purposes and uses of such additional capital, tHe amounts of 

I 

additional capital required, and the date by which payment of the additional capital is required. 

- b. Member Contribution. If the Class B Members agree to mlke additional 
capital contributions, the additional contributions shall be made by each Class B Member in the 
proportion that such Member's Membership Units bear to all issued and outstandin~ Membership 
Units. 

c. If Member Does Not Make Additional Contribution. In the event a 
. I 

Member is a Noncontributing Member, the Contributing Member(s) shall 
1

be given t}1e 
opportunity to make such Noncontributing Member's contribution in the propo~ion that each 
such Contributing Member's Membership Units bears to all Contributing Members' Membership 
Units. 

d. Adjustment to Capital Accounts of Members. After the addlitional capital 
I 

contributions have been made, each Contributing Member's Capital Account shall be increased 
to reflect the additional capital contributed to the Company. 

4.3 Failure to Contribute. 

a. . Capital Contributions. If any Member fails to make a capi1!al contribution 
when required in accordance with the Member's commitment to contribute initiJl or additional 
capital, the Company may, in addition to the other rights and remedies the Company may have 
under the Act or applicable law, take such enforcement action (including, the commencement 
and prosecution of court proceedings) against such Member as Class A Merrlbers considers 
appropriate. 

4.4 Maintenance of Capital Accounts. The Company shall establish and maintain a 
Capital Account for each Member and assignee. 

a. Increases to Capital Accounts. Each Member's Capital Account shall be 
increased by: 

1. the amount of any money actually contributed by the Member to 
the capital of the Company; 

ii. the fair market value of any property contributed, as determined by 
the Company and the contributing Member at arm's length at the time of con~ribution (net of 
liabilities assumed by the Company or subject to which the Company takes such broperty, within 
the meaning of Code§ 752); and 

iii. the Member's share of net profits and of any separately allocated 
items of income or gain including adjustments required by Code§ 1.704.1(b)(2J(iv)(b) (e.g. any 
gain and income from unrealized income with respect to accounts receivable /allocated to the 
Member to reflect the difference between the book value and tax basis of assets contributed by 
the Member). 

D~----------~-----5- ..... ·--------··----------+·-- ------------------------
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b. Decreases to Capital Accounts. Each Member's Capital Account shall be 
decreased by: 

1. the amount of any money actually distributed by the Company to 
the Member; 

ii. the fair market value of any property distributed to t~e Member, as 
determined by the Company and the receiving Member at arm's length at the time pf distribution 
(net of liabilities of the Company assumed by the Member or subject to which the Member takes 
such property within the meaning of Code § 752); and 

iii. the Member's share of net losses and of any separately allocated 
items of deduction or loss including adjustments required by Code § 1.704.1(b)C2)(iv)(b) (e.g. 

I 

any loss or deduction allocated to the Member to reflect the difference between ~he book value 
and tax basis of assets contributed by the Member). 

4.5 Distribution of Assets. If the Company at any time distributes any <Df its assets in-
kind to any Member, the Capital Account of each Member shall be adjusted to atcount for that 
Member's allocable share of the net profits or net losses that would have been iealized by the 
Company had it sold the assets that were distributed at their respective fair market values 
immediately prior to their distribution. 

4.6 Sale or Exchange of Interest. In the event of a sale or exchange of some or all of 
a Member's Membership Interest in the Company by a Transferring Memb~r, the Capital 
Account of the Transferring Member shall·become the Capital Account of the Jssignee, to the 
extent it relates to the portion of the Membership Interest so transferred. 

4.7 Compliance with Section 704(b) of the Code. The provisions of this Article IV 
relate to the maintenance of Capital Accounts, and are intended, shall be construed, and, if 
necessary, modified to cause the allocations of profits, losses, income, gain and crfdit pursuant to 
Exhibit B (Internal Revenue Code§ 704(b) Provisions) to have substantial eronomic effect 
under the Regulations promulgated under § 704(b) of the Code, in light of the distributions made 
pursuant to Article V and Article X and the Capital Contributions made pursuanf to this Article 
IV. Notwithstanding anything herein to the contrary, this Operating Agreement shall not be 
construed as creating a deficit restoration obligation or otherwise personall~ obligate any 
Member to make a Capital Contribution in excess of the Initial Contribution. 

ARTICLE V- ALLOCATIONS AND DISTRIBUTIONS 

5.1 Allocations. Except as may be required by the Code or this /Agreement, net 
profits, net losses, and other items of income, gain, loss, deduction and credit Jr the Company 
shall be allocated to each Member in the proportion that such Member's Member~hip Units bears 
to all issued and outstanding Membership Units. I 

I 

5.2 Distributions. I 

a. Determination. Except for the Federal Tax Liability whifh shall be paid I 
under paragraph 5.2.b. as a mandatory payment, the Managers may make othe~ distributions to 

1 
the Members from time to time only after the M~agers determm~.m their reasr:le j :~nt, -··--~ 
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that the Company has sufficient cash and/or property on hand which exceeds the c"l!lrrent and the 
anticipated needs of the Company to fulfill its business purposes (including needs for operating 
expenses, debt service, acquisitions, reserves and mandatory distributions, if any). 

b. Distributions to Members. All distributions shall be made to the Members 
in accordance with their Membership Units. 

c. Types of Distributions. Distributions shall be in cash and/m property as 
determined by the Managers. 

d. Distribution Not Allowed. No distribution shall be declared or made if, 
after giving it effect: 

i. the Company would not be able to pay its debts as they become 
due in the usual course of business; 

n. the Company's total assets would be less than the sum of its total 
liabilities; or 

iii. the Company would not have the amount needed if it were to 
I 

dissolve at the time of the distribution to satisfy the preferential rights of other Members upon 
dissolution that are superior to the rights of the Members receiving the distributioJ. 

e. Liability of Member in Accepting a Distribution. A Memb
1

lr who accepts 
or receives a distribution with knowledge of facts indicating the distribution is in riolation of the 
Act or the Agreement is liable to the Company for the amount the Member acc~pts or receives 
that exceeds the Member's share of the amount that could have been distributed without violating 
the Act or the Agreement. 

f. Distributions to Cover Tax Liability. If the Company incurs some income 
I 

that would generate tax liability for its Members, and there is sufficient cash available for 
distribution to Members, it is the intent of the Company to distribute to Memb~rs, based upon 
their Membership Units, sufficient cash to allow the Members to substantially p~y the estimated 
federal income tax liability associated with the allocation of income to each Member. 

I 
ARTICLE VI -DISPOSITION OF MEMBERSHIP INTERESTS 

6.1 General. Every sale, assignment, transfer, exchange, mortgage/, pledge, grant, 
hypothecation or other disposition of any Membership Interest shall be made only upon 
compliance with this Article. No Membership Interest shall be disposed of if: 

a. 
under the Code; 

the disposition would cause a termination· of the Comwany as defined 

b. the disposition would be in violation· of any applicable state or federal 
securities law or regulation; or 

c. the assignee of the Membership Interest does not provime the Company 
with the information and agreements that the Members may require in cmmJction with such 

7 !-----------------------···-··· . ·-······------·--·--··--,r------·····--·-------------i 
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disposition. Any attempted disposition of a Membership Interest in violation of this Article is 
null and void. 

6.2 Permitted Dispositions. Subject to the provisions of this Article, a Member may 
assign such Member's Membership Interest in the Company in whole or in part. The assignment 
of a Membership Interest does not itself entitle the assignee to participate in the mahagement and 
affairs of the Company or to become a Member or to vote on any matters submitt~d to Members 

. to vote upon. Such assignee is only entitled to receive, to the extent assigned, the distributions to 
which the assigning Member would otherwise be entitled. 

An assignee of a Membership Interest shall be admitted as a substitute Member 
and shall be entitled to all the rights and powers of the assignor only if the Cldss A Member 
consents. If admitted, the substitute Member, has, to the extent assigned, all of/the rights and 
powers, and is subject to all of the restrictions and liabilities of a Member and therefore is subject 
to the terms and conditions of this Agreement. 

6.3 Right of First Refusal. A Member may not sell, assign, transfer, OF exchange any 
Offered Membership Interest unless the Transferring Member first notifies the Cobpany and the 
Class A Member of the identity of the prospective buyer, assignee, or transferee abd sends to the 
Company and the Class A Member a copy of the Offer, and the Transferring Mbmber shall do 
the following: 

a. The Transferring Member must first offer to sell the Offered Membership 
Interest in the Company to the Company, for the same price and on the same /terms as those 
being offered to the Transferring Member in the Offer. The Company shall Have thirty (30) 
days after receiving said offer to ?1-Ccept said offer. 

b. Any Offered Membership Interest not purchased by the Company 
pursuant top 6.3.a. above shall then be offered to the Class A MembeF. The Class A 
Member shall have · ,. ,, days after having·received the offer to accept said dffer. 

c. If the Company or the Class A Member receiving said Offlr does not elect 
to purchase the entire original Offered Membership Interest pursuant to paragraphs 6.3.a. or 

:.;:·:·''""'·::·"·'.'">'•:•'·'"'"'·:··. I 6.3.b. above, the Transferring Member shall, for a period of~!11:~t£:K(~~~Q~ days after the expiration 
of the option periods set forth above, be free to sell the remaining Offered Menibership Interest 
to the person or entity who submitted the Offer for the exact price and upon /the exact terms 
disclosed in the Offer. Such purchaser shall not become a substitute Member <Df the Company 
unless the express written unanimous consent of Class A Member is obtained./ Otherwise, the 
purchaser shall become an assignee of a Membership Interest subject to the pnovisions of this 
Agreement. 

6.4 Registration and Transfer of Interest. Each Member hereby acknowledges and 
I 

represents that notwithstanding any provisions contained in this Agreement, no Oompany interest 
or Membership Interest may be offered or sold and no transfer of such inter9st will be made 
either by the Company or the Members unless such interest is registered under tlie Securities Act 
of 1933 and any applicable securities laws of the State of Michigan or an opinidn of counsel for 
the Company, is obtained to the effect that there is no violation of applicable fed~ral or state laws 
and the cost of such is reimbursed to the Company by the Member transferring the Membership 
Interest. 

..... ·--------- ............ _ ....... -·-+--··--··-~--------·--~·------1 
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6.5 Entitv Related Transfers. Anything in this Agreement to the contrary 
notwithstanding, with respect to each Member that is an entity, transfers (i) from the entity to one 
or more members; (ii) between individual equity owners of the Member, are pe~itted without 
triggering any right of first refusal, subject to compliance with securities registdtion laws as 

. specified under paragraph 6.4 of this Agreement. No transfer under this paragra~h is effective 
unless the transferee executes and becomes a party to this Agreement as a substitute Member. 
The members of each Member entity as of the date of this Operating AgreemJnt have been 
provided to the Company. 

ARTICLE VII- MEETING AND REPRESENTATIONS OF MEMBiERS 

7.1 Member Representative. Each Member who is not an individual mly designate a 
Member Representative for purposes of meetings of Members and all decisionk actions and 
communications on behalf of such Member. A Member may designate a /new Member 
Representative by written notice to the Company and the other Members executea by either the 
existing Member Representative of such Member or by the chairperson or Prebdent of such 
Member. Each Member Representative, when appointed and designated, and urltil terminated, 
shall be deemed to have full and complete authority to act on behalf of the Memb~r the Member 
Representative represents, and to bind such Member in all matters relating to, arisipg out of, or in 
connection with this Agreement, and the management and operation of the O:ompany. No 

I 

Member Representative shall be personally liable to the Members by reason of said Member 
Representative's acts as such, except in the case of said Member Represehtative's gross 
negligence or actual fraudulent or dishonest conduct, or liable to any third party f~r the debts and 
obligations of the Company. If applicable, the Member Representative for a Mernber shall be set 
forth in Exhibit A. 

7.2 Voting. The Class A Member has all rights to vote as a Member 9f the Company 
and shall manage the day to day affairs of the Company. The Class B Members do not have any 
voting rights under this Operating Agreement. An amended report may be sent to the Class B 
Members in lieu of any annual meeting of the Members. 

7.3 Annual Meetings. An annual meeting of Members for the transaction of such 
business as may properly come before the Meeting may be held at such place, orl such date, and 
at such time as the Class A Member shall determine. 

7.4 Special Meetings. Special meetings of Members for any proper purpose or 
purposes may be called at any time by the Managers or any Member. 

7.5 Notice of Meetings. The Company shall deliver or said written notice stating the 
date, time, place and purposes of any meeting to each Member entitled to vote/ at the meeting. 
Such notice shall be given by e-mail or by mail through the postal service, not less than ten (1 0), 

, : ?;··:· :: • ·>··. I 

nor mo~e than ~i-~!Y:i·:~.$Q:) day_s before the date of the meeting. All mee~ings of thf Members shall 
be presided over by a Chatrperson who shall be a Member so designated b)f the Managers. 
Presence at a meeting waives the required notice of the meeting unless the Member at the 
beginning of the meeting objects to holding the meeting or the transacted business at the 
meeting. 

7.6 Consent. Any action required or permitted to be taken at an annual or special 
meeting of the Class A Member may be taken without a meeting, without J,rior notice, and 

·0----------9- --··-·-·-·. ----·----··· "--- ----+---··-···-· --··------··---·--·-----
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without a vote, ifconsents in writing, setting forth the action so taken are signed by the Class A 
Member. Every written consent shall bear the date and signature of the Class A Member who 
signs the consent. 

7.7 Quorum. The presence of the Class A Member is a quorum for the transaction of 
business. 

7.8 Manner of Acting. The Class A Member may vote or may give its written 
consent and this shall be action on behalf of the Company and the Members. 

7.9 Representations and Warranties. Each Member, and in. the case of an 
organization, the person(s) executing the Agreement on behalf of the organization, hereby 
represents and warrants to the Company and each other Member that if the ¥ember is an 
organization, it is duly organized, validly existing, and in good standing under the laws of its 
state of organization and that it has full organizational power to execute ancJI agree to the 
Agreement to perform its obligations hereunder. 

7.10 Investment Considerations. Each Member hereby further acknbwledges and 
represents that: 

a. the Member has reviewed and understands the investment considerations 
described in the attached Exhibit C (Investment Considerations); 

· b. the Member has had the opportunity: (i) to investigate the business of the 
Company, the qualifications of the other Members, and the tax and financial imJiications of an 
investment in the Company, and the merits and risks of investment in the Compby, and (ii) to 
ask questions of, and receive answers from the Company concerning the terms an~ conditions of 

. membership, to obtain such supplemental information as the Member deemed de~irable, and the 
Member acknowledges and represents that all such information has been made rdadily available 
to the Member by the Company; 

c. in reaching the conclusion that the Member desires to
1 

invest in the 
Company, such Member has carefully evaluated his financial resources and the risks associated 
with the investment, including the risks describyd in subparagraph 7.1 O.a, above; 

d. the Member is familiar with the Company's business, properties, prospects 
and financial condition; and 

e. the Member has agreed to acquire a membership interest ~n the Company 
after evaluating these risks, and after obtaining the advice of such professional advisors as the 
Member deems necessary in the Member's sole discretion;. 

7.11 Investment Decision. Each Member hereby further acknowledges and represents 
that: 

a. the Member is acquiring the Membership Interests for inyestment for the 
Member's own account and not with a view to, or for, resale, in connection with/any distribution 

0 or public offering thereof within the meaning of the Securities Act of 1933, as amended (the 
"Securities Act"), and the Member does not now have any reason to anticipate ahy change in his 
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circumstances or other particular occasion or event which could cause the Member to sell or 
transfer such Membership Interest; 

b. The issuance of the Membership Interest will not be registered under the 
Securities Act or qualified under applicable state securities laws, including without/limitation the 
Michigan Uniform Securities Act, on the grounds that the issuance of the Interests to such 
Member is exempt from registration under such laws. The Membership IntereJt may not be 

I 

resold or transferred by the Member without appropriate registration or the avar·lability of an 
exemption from such requirements; 

c. · the Membership Interest is irrevocable, and except as provided in 
paragraph 6.6, must be held indefinitely by such Member unless the Member~hip Units are 
subsequently registered under applicable federal and state securities laws or an etemption from 
such registration is available; 

d. there is no market for the Membership Interest, and it is not anticipated 
that such a market will develop; 

e. the Member has such knowledge and experience in financial and business 
matters that the Member is capable of evaluating the merits and risks of the Membership Interest 
and can bear the economic risk of an investment in the Membership Interest fdr an indefinite 
period of time; · 

f. the Member is an "accredited investor" as defined. in Rule 50l(a) of the 
Securities Act; 

7.12 Electronic Meetings. The Members may participate in a meeting 0f the Members . 
by means of conference telephone or similar communications equipment by metks of which all 
persons participating in the meeting can hear each other. Participation in a meeting pursuant to 
this paragraph shall constitute presence in person at the meeting. 

ARTICLE VIII- MANAGEMENT 

8.1 Management of Business. The Company shall be managed by the Class A 
Member. The initial Manager shall be: 

8.2 Duties of Class A Member. The Class A Member shall manage the day to day 
operations of the Company. 

8.3 Management Vested with a Manager. Except as may be delegated to the officers 
of the Company or otherwise be provided in this Agreement, the business abd affairs of the 
Company shall be managed by the Class A Member. The Class A Member hks the power, on 
behalf of the Company, to do all things necessary or convenient to carry out ~he business and 
affairs of the Company, including the power to: 

a. purchase, lease or otherwise acquire any real or personal wroperty; 

0 _____ 11 __ ------=c~--'"·· 
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b. sell, convey, mortgage, grant a security interest in, pledge, lease, exchange 
or otherwise dispose or encumber any real or personal property; 

c. open one or more depository accounts and make deposits into and checks 

and withdrawals against such accounts; 

d. borrow money, incur liabilities, and other obligations; 

e. enter into any and all agreements and execute any and all contracts, 

documents and instruments; 

f. engage employees and agents, define their respective duties, and establish 

their compensation or remuneration; 

g. establish pension plans, trusts, profit sharing plans and oilier benefit and 
incentive plans for Members, employees and agents of the Company; 

h. . obtain insurance covering the business and affairs of the C1mpany and its 
property and on the lives and well being of its employees and agents; 

i. commence, prosecute, or defend any proceeding in the Company's name; 

and 

j. participate with others in partnerships, joint ventures or otlier associations 

and strategic alliances. · 

k. the sale, exchange, lease, or other transfer, of all or substantially all of the 

assets of the Company; and 

· 1. after the sale or transfer of all or substantially all of tHe assets of the 
Company, the (i) investment of the proceeds of such sale in one or more I investments or 
businesses; and (ii) the distribution of all or part of such proceeds to the Members, 

8.4 ;tandard of Care: Liability. Class A Member shall dischargl said Class A 
Member's duties in good faith, with the care an ordinarily prudent person in a lik~ position would 
exercise under similar circumstances, and in a manner the Class A Member rea~onably believes 
to be in the best interests of the Company. The Class A Member shall not ~e liable for any 
monetary damages to the Company for any breach of such duties except for receipt of a financial 
benefit to which the Class A Member is not entitled; voting for or assenting to Ia distribution to 
Members in violation of this Agreement or the Act, or a knowing violation ofth,law. 

8.5 Tax Matters Partner. The Class A Member shall be the tax matters partner of the 
Company pursuant to Code § 6231 (a)(7). Any Member designated as tax matters partner shall 
take such action as may be necessary to cause each other Member to become a notice partner 

within the meaning of Code § 6223. 

8.6 Compensation. The Class A Member, acting on behalf of the Company, shall be 
reimbursed for reasonable expenses incurred while conducting the business of tHe Company. 

0 
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ARTICLE IX- OFFICERS 

9.1 Officers. The Class A Member of the Company may, in its sole d~scretion, elect 
officers of the Company to conduct the day to day affairs of the Company under the direction 
and supervision of the Managers. The officers elected by the Class A Member m~y consist of a. 
President, a Secretary, a Treasurer, and if desired, a Chairman of the Board and oncl or more Vice 
Presidents. An officer shall hold office for the term for which said officer is electetl or appointed 
and until said officer's successor is elected or appointed and qualified, or untd said officer's 
resignation or removal. Two or more offices may be held by the same person, /but an officer 
shall not execute, acknowledge or verify an instrument in more than one capacity, if the 
instrument is required by law or this Agreement to be executed and acknowledged or verified by 
two or more officers. 

9.2 Duties of Officers. The officers of the Company may be charged with the daily 
operations of the Company and shall perform such duties as specified by Class A Member of the 
Company. j 

ARTICLE X- EXCULPATION OF LIABILITY; INDEMNIFICA 1ION 

10.1 Exculpation of Liability. Unless otherwise provided by laj or expressly 
assumed, a person who is a Member or Officer, shall not be liable for the abts, omissions, 
representations, covenants, debts or liabilities of the Company. 

10.2 Mandatory Indemnification by the Company. Except as otherwise provided in 
this Article, the Company shall indemnify any Member, and any officer of the/Company, and 
may (in its sole discretion) indemnify any employee or agent of the Company \jv'hO was or is a 
party or is threatened to be made a party to a threatened, pending or completed action, suit or 
proceeding, whether civil, criminal, administrative, or investigative, and whJther formal or 
informal, other than an action by or in the right of the Company, by reason of tHe fact that such 
personis or was a Member, employee, or agent of the Company. 

a. Indemnification Applied Against Expenses. Any Indernni~ed Person shall 
be indemnified against expenses, including attorneys fees, judgments, pena~ties, fines and 
amounts paid in settlement actually and reasonably incurred by such Indemnified Person in 
connection with the action, suit or proceeding, only if the Indemnified Person act~d in good faith, 
with the care an ordinarily prudent person in a like position would exercis:e under similar 
circumstances, and in a manner that such Indemnified Person reasonably belieyed to be in the 
best interests of the Company and, with respect to a criminal action or proQ:.eeding, if such 
Indemnified Person had no reasonable cause to believe such Indemnified Persdn's conduct was 
unlawful. 

b. Success of Person. To the extent that an Indemnified Person has been 
successful on the merits or otherwise in defense of an action, suit or proceedingj or in defense of 
any claim, issue or other matter in the action, suit or proceeding, such Indemnified Person shall 
be indemnified against actual and reasonable expenses, including attorneys ~ees, incurred by 
such Indemnified Person in connection with the action, suit or proceeding brought to enforce the 
mandatory indemnification provided in this Agreement. 

13 
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c. Events of Indemnification. Any indemnification permitted under this 
Article, unless ordered by a court, shall be made by the Company only as authorized in the 
specific case and upon: 

i. a determination that the indemnification is pro:r:1er under the 
circumstances because the Indemnified Person has met the applicable standard of c~mduct; and 

11. an evaluation of the reasonableness of expenses and amounts paid 
in settlement. 

This determination and evaluation shall be made biy the Class A 
Member or other members who are not parties or threatened to be parties to the action, suit or 
proceeding. 

d. Events When Indemnification Shall Not Be Provided. Notwithstanding 
the foregoing to the contrary, no indemnification shall be provided to any MembeJ, employee, or 
agent of the Company for or in connection with: 

1. the receipt of a financial benefit to which such person is not 
entitled; 

ii. voting for or assenting to a distribution to Members in violation of 
this Agreement or the Act; and 

iii. a knowing violation of law. 

ARTICLE XI- DISSOLUTION AND WINDING UP 

11.1 Dissolution. The Company shall dissolve and its affairs shall be wound up on the 
first to occur of the following events: 

a. at any time specified in the Articles or this Agreement; 

b. upon the happening of any event specified in the Articles or this 
Agreement; 

c. by a vote of the Class A Member; 

· d. unless the Class A Member determines otherwise, fifteen (15) years from 
the Effective Date of this Agreement.; or 

e. upon the entry of a decree of judicial dissolution. 

11.2 Winding Up. Upon dissolution, the Company shall cease carrying on its business 
and affairs and shall commence winding up the Company's business and affairs as soon as 
practicable. Upon the winding up of the Company, the assets of the Cobpany shall be 
distributed first to creditors to the extent permitted by law, in satisfaction of /Company debts, 
liabilities, and obligations, and then to Members and former Members in satisfaction of 
Company liabilities to them, and then the balance of the net proceeds shall be !istributed to the 
Members in accordance with their Membership Units. 

·0----------14_ ···-··--·----··--------·--··-·-------------· 
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ARTICLE XII- VOLUNTARY WITHDRAWAL OR DEATH OF A MEMBER 

12.1 Voluntary Withdrawal of a Member. A Member may not voluntaLly withdraw 
from the Company or voluntarily dissolve (if applicable), without the unanimous whtten consent 
of Class A Member. 

12.2 Death of a Member. 

a. Purchase or Liquidation. If ap individual Member dies, then the Company 
has an option for ninety (90) days from the date notified of the death of the Member to either (i) 
purchase the Membership Interest from the deceased person's heirs or estate, or /Cii) allow the 
deceased Members' heirs to become assignees of the Membership Interest represented by the 

'"''::···,,;;>:.·:····,,, .. ·······".··: I 

Units held by the deceased Member. Such purchase shall occur within fi}N!:1W]'.(9Q)' days. 

b. Purchase Price. The purchase price for any decea~ld Member's 
Membershi Interest where the Company has elected to purchase the MembershiP, Interest shall 
be ,,.,:.jUnit multiplied by the number of Membership Units owned by the deceased 
Member. 

c. Terms of Payment and Purchase Price. The Company may elect to have 
,,,,,.,_ I 

the Company pay the purchase price plus interest at ~!cy:q: per annum to the Member's estate in 
,;:-, ,,;::~~ equal, consecutive monthly installments co~encing within m <,; days of the 

date of notice of the death sent to the Company. 

ARTICLE XIII- ADDITION OF NEW MEMBERS 

13.1 Addition ofNew Members. The Class A Member may determine that it is in the 
best interest of the Company to admit additional Members subject to the terms of this 
Agreement, as amended to reflect the new ownership interests. 

ARTICLE XIV- MISCELLANEOUS PROVISIONS 

14.1 Nouns and Pronouns. Nouns and pronouns will be deemed ro refer to the 
masculine, feminine, neuter, singular and plural, as the identity of the person or wersons, firm or 
corporation may in the context require. 

14.2 Headings. The headings contained in this Agreement have been inserted only as a 
matter of convenience and for reference, and in no way shall be construed to define, limit or 
describe the scope or intent of any provision of this Agreement. 

14.3 Counterparts. This Agreement may be executed in several counterparts, each of 
which will be deemed an original but all of which will constitute one and the sarJe. 

14.4 Entire Agreement. This Agreement and the Articles for the Colpany constitute 
the entire agreement among the parties hereto and contain all of the agreem~nts among said 
parties with respect to the subject matter hereof. This Agreement supersedes dny and all other 
agreements, either oral or written, between said parties with respect to the subject matter hereof. 
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14.5 Severability. The invalidity or unenf6tceab1lity of any particular provision of this 
Agreement shall not affect the other provisions hereof, and this Agreement shall bJ construed in 
all respects as if such invalid or unenforceable provisions were omitted. 

14.6 Amendment. In conjunction with the provisions of paragrapH 7.2 of this 
Agreement, this Agreement may be amended or revoked at any time by a wriden agreement 
executed by all of the parties to this Agreement. No change or modification to tlhs Agreement 
shall be valid unless in writing and signed by all of the parties to this Agreement. 

14.7 Notices. Any notice permitted or required under this Agreement shall be 
conveyed to the party at the address reflected in this Agreement on Exhibit A and Jill be deemed 
to have been given, when: deposited in the United States mail, postage paid, or whcln delivered in 
person, or by courier or by facsimile transmission or may be given by e-mail/ to the e-mail 
address also listed in Exhibit A or in the Subscription Agreement executed by the N1ember. 

14.8 Binding Effect. Subject to the provisions of this Agreemeit relating to 
transferability, this Agreement will be binding upcin and shall inure to the benefit of the parties, 
and their respective distributees, heirs, successors and assigns. 

14.9 Governing Law; Venue. This Agreement shall be governed by, construed and 
enforced in accordance with the laws of the State of Michigan, without giving effect to conflict 
of law principles. All actions or proceedings arising from or related to this Agrdement shall be 
brought in a state court of competent subject matter jurisdiction in Ingham Count~, Michigan, or 
in the federal courts of competent subject matter jurisdiction in the Western Distritt of Michigan, 
Southern Division. Each party expressly and irrevocably consents to personal j/hrisdiction and 
venue in such courts, and agrees not to object to such jurisdiction or venue Oil! the ground of 
forum non conveniens or otherwise. 

14.10 Arbitration. At the Company's election and in its discretion, any dispute, 
controversy, or claim .arising out of or related to this Agreement or the breach tfuereof to which 
the Company is a party shall be submitted to and settled by binding arbitratio~ in accordance 
with the Commercial Arbitration Rules of the American Arbitration Association Q"AAA"). Such 
arbitration will be conducted by private party administration consisting of eitl~er one or three 
arbitrators selected by the Company at its election, but shall not be conducted/ by AAA. The 
arbitrators shall produce a reasoned, written decision as the basis for any award. The parties 
agree that no awards of punitive damages may be made. Any counterclaims mub be brought in 
the first _filing by a party or shall be barred. !he cost: of such arbitration shall be/ paid equally by 
the parttes, and· each party shall be responstble for 1ts own attorneys fees, costs and expenses. 
The arbitration ~war? may be entere? as a final j~dgme~~.,.~~,,~~; c~'~'~,. ha+ng jurisd_iction 
thereon. The arbttratwn shall be held m the metropolitan ~a,jl.~l9:!s;'·'M~c}ixgl1~ area. Any dtspute 
as to whether a controversy or claim is subject to arbitration shall be submittdd as part of the 
arbitration proceeding. This provision shall survive termination of this Ag~eement without 
limitation. 

14.11 Advice of Counsel. The Members agree, stipulate, and acknowle~ge that FSC&S 
has prepared this Agreement on behalf of and in the course of its representation of 

; the Class A Member and that FSC&S has not represented thJ interest of any -----
Class B Member in connection with this Agreement, and that: 
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a. each Member has been advised that a conflict of interest may exist 
between said Member's interest and those of the Company and/or the other Membe~s; 

b. each Member has been advised to seek the advice of indJpendent legal 
counsel; and 

c. each Member has had the opportunity to seek the advice of independent 
legal counsel. 

14.12 Securities Legend. With respect to securities registration, each certificate (if any) 
evidencing a Membership Unit will carry the following legend: 

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAY~ NOT 
BEEN REGISTERED UNDER THE SECURITIES ACT OF 193p, AS 
AMENDED (THE "ACT"), OR REGISTERED OR QUALIFIED UfNDER 
APPLICABLE STATE SECURITIES LAWS ("STATE LAWS"), PURSpANT 
TO AN INVESTMENT REPRESENTATION BY THE PURCHASER 

I 

THEREOF. THESE SECURITIES SHALL NOT BE OFFERED, SOLD, 
I 

PLEDGED, HYPOTHECATED, DONATED, OR OTHE~WISE 

TRANSFERRED WHETHER OR NOT FOR A CONSIDERATION, BY THE 
PURCHASER IN THE ABSENCE OF A REGISTRATION EXCEPT /UPON 
THE ISSUANCETO THE COMPANY OF A FAVORABLE OPINION OF ITS 
COUNSEL AND/OR THE SUBMISSION TO THE COMPANY OF I SUCH 
OTHER EVIDENCE AS MAY BE SATISFACTORY TO COUNSEL AND TO 

. I 

COMPANY, IN EITHER CASE TO THE EFFECT THAT SUCH TRANSFER 
I 

SHALL NOT BE IN VIOLATION OF THE ACT AND APPLICABLE STATE 
LAWS. 

-o~--------------------------------1_7 __ _ 
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IN WITNESS WHEREOF, the parties hf(reto make and execute this Agr·een1ent 
on the date set forth above. 

THE COMPANY: 

CLASS A MEMBER 

By: 

Its Manager 

CLASS A MEMBER: 

Its Manager 

CLASS B MEMBER: 
(see executed Subscription Agreements) 

By: _________ -r-

553739 _I .DOC 

D---------------------1_8 __ .... -· ----- ·-·---·-----------1---- ---·--·- ·--·------·------! 



0 
0 
0 
0 

DRAFT 
0 

EXHIBIT A 

OPERATING AGREEMENT OF 

Dated ______ , 2008 

0 

0 Class A Member Name and Address Capital Membership Membership 
Contribution Units Interest 

0~~--~~~ ~~~~~ 
Class B Members Name and Address 

0 1-------+-

0 1-------+-

0 1----------1----4 

0 
~----------------------------~--~ 

0 1--------t---; 

0 1---------c----~ 
0 1------~-----t----c 
0 
0 
0 
0 
0 

TOTALS: 
100% 
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EXHIBITB 
INTERNAL REVENUE CODE §704(B) PROVISIONS 

ARTICLE B-1 
DEFINITIONS 

1.1 Company Minimum Gain. . An amount determined by first computing for each 
Company Nonrecourse Liability any gain the Company would realize if it di~posed of the 
Company Property subject to that liability for no consideration other than full satiJfaction of the 
liability, and then aggregating the separately computed gains. The amount I of Company 
Minimum Gain includes such minimum gain arising from a conversion, refinancing, or other 
change to a debt instrument, only to the extent a Member is allocated a share of that minimum 
gain. For any Taxable Year, the net increase or decrease in Company Minibum Gain is 
determined by comparing the Company Minimum Gain on the last day of thJ immediately 

I 

preceding Taxable Year with the Minimum Gain on the last day of the current 1faxable Year. 
Notwithstanding any provision to the contrary contained herein, Company Minidum Gain and 
increases and decreases in Company Minimum Gain are intended to be computed lin accordance 
with §704 of the Code and Regulations issued thereunder, as the same may be issued and 
interpreted from time to time. A Member's share of Company Minimum Gain at fue end of any 
Taxable Year equals: the sum ofNoru;ecourse Deductions allocated to that Memb1er (and to that 
Member's predecessors in interest) up to that time and the distributions made td that Member 
(and to that Member's predecessors in interest) up to that time of proceeds of 1a nonrecourse 
liability allocable to an increase in Company Minimum Gain minus the sum of that Member's 
(and that Member's predecessors in interest) aggregate share of the net decreaseb in Company 
Minimum Gain plus their aggregate share of decreases resulting from revaluatiods of Company 
Property subject to one or more Company Nonrecourse Liabilities. 

1.2 Company Nonrecourse Liability. A Company Liability to the extent that no 
Member or related person bears the economic risk ofloss (as defined in§ 1.752-2 ~fthe Treasury 
Regulations) with respect to the liability. 

1.3 Member Minimum Gain. An amount determined by first comprting for each 
Member Nonrecourse Liability any gain the Company would realize if it disposed of the 

I 

Company property subject to that liability for no consideration other than full satisfaction of the 
liability, and then aggregating the separately computed gains. The amount of Merhber Minimum 
Gain includes such minimum gain arising from a conversion, refinancing, or otHer change to a 
debt instrument, only to the extent a Member is allocated a share of that minimurrl gain. For any 
Taxable Year, the net increase or decrease of Member Minimum Gain is ~etermined by 
comparing the Member Minimum Gain on the last day of the immediately pre9eding Taxable 
Year with the Minimum Gain on the last day of the current Taxable Year. Notwithstanding any 
provision to the contrary contained herein, Member Minimum Gain and increase~ and decreases 
in Member Minimum Gain are intended to be computed in accordance with §704 of the Code 
and Treasury Regulations issued thereunder, as the same may be issued and irlterpreted from 
time to time. 

-0-----~· 
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1.4 Member Nonrecourse Liability. Any Company Liability to the extent the 
liability is nonrecourse under state law, and on which a Member or Related Per~on bears the 
economic risk of loss under §1.752-2 of the Code because, for example, the Member or Related 
Person is the creditor or a guarantor. 

1.5 Net Losses. The losses and deductions of the Company determined in accordance 
I 

with accounting principles consistently applied from year to year employed under the method of 
accounting adopted by the company and as reported separately or in the Jggregate, as 
appropriate, on the tax return of the Company filed for federal income tax purposes. 

1.6 . Net Profits. The income and gains of the Company detennined in accordance 
with accounting principles consistently applied from year to year employed under ~he method of 
accounting adopted by the Company and as reported separately or in the ~ggregate, as 
appropriate, on the tax return of the Company filed for federal income tax purposes./ 

I. 7 Nonrecourse Liabilities. Nonrecourse liabilities include CompanJ Nonrecourse 
Liabilities and Member Nonrecourse Liabilities. 

1.8 Offsettable Decrease. Any allocation that unexpectedly causes 0r increases a 
deficit in the Member's Capital Account as of the end of the taxable year to which/ the allocation 
related attributable to depletion allowances under § 1. 704-1 (b )(2)(iv)(k) of the Regulations, . 
allocations of loss and deductions under §§704(e)(2) or 706 ofthe Code or under §/1.751-1 ofthe 
Regulations, or distributions that, as of the end of the year, are reasonably expected to be made to 

I 

the extent they exceed the offsetting increases to such Member's Capital Account that reasonably 
are expected to occur during (or prior to) the taxable years in which such di~tributions are 
expected to be made (other than increases pursuant to a Minimum Gain Charge back). 

ARTICLE B-II 
CODE SECTION 704(b) PROVISIONS 

2.1 Allocations of Net Profits and Net Losses from Operations. Exaept as may be 
required by §704(c) of the Code, and §§ 2.2, 2.3, and 2.4 of this Article B-II, ~het profits, net 
losses, and other items of income, gain, loss, deduction and credit shall be appdrtioned among 
the Members in accordance with Article V of the Operating Agreement. 

. . 2.2 Company Minimum Gain Charge back. If there is a net decrease in Company 
Minimum Gain for a Taxable Year, each Member must be allocated items ofincotne and gain for 

I 

that Taxable Year equal to that Member's share of the net decrease in Company ~inimum Gain. 
. A Member's share of the net decrease in Company Minimum Gain is the amount of the total net 

decrease multiplied by the Member's percentage share of the Company Minimum! Gain at the end 
of the immediately preceding Taxable Year. A Member's share of any decredse in Company 
Minimum Gain resulting from a revaluation of Company Property equals the/ increase in the 
Member's Capital Account attributable to the revaluation to the extent the reduction in minimum 
gain is caused by the revaluation. A Member is not subject to the Company /Minimum Gain. 
Chargeback Requirement to the extent the Member's share of the net decrease in Company 
Minimum Gain is caused by a guarantee, refinancing, or other change in the debt instrument 

2 1------------------------.-··. ·-···--··-·-----·-+-···--····--·-----··--··----] 
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causing it to become partially or wholly a Recourse Liability or a Member Nonrecourse 
Liability, and the Member bears the economic risk of loss (within the meaning of §1.752-2 of the 
regulations) for the newly guaranteed, refinanced, or otherwise changed liability. 

2.3 Member Minimum Gain Chargeback. If during a Taxable Year there is a net 
I 

decrease in Member Minimum Gain, any Member with a share of that Member Minimum Gain 
(as determined under §1.704-2(i)(5) of the Regulations) as of the beginning of that/Taxable Year 
must be allocated items of income and gain for that Taxable Year (and, if necessary, for 
succeeding Taxable Years) equal to that Member's share of the net decrease in ithe Company 
Minimum Gain. A Member's share of the net decrease in Member Minimum Gain is determined 
in a manner consistent with the provisions of§ 1.704-2(g)(2) of the Regulations. A Member is 
not subject to this Member Minimum Gain Chargeback, however, to the extent the net decrease 
in Member Minim~m Gain arises because the liability ceases to be Member/ Nonrecourse 
Liability due to a conversion, refinancing, or other change in the debt instrument tHat causes it to 
become partially or wholly a Company Nonrecourse Liability. The amount that wduld otherwise 

I 

be subject to the Member Minimum Gain Chargeback is added to the Member's share of 
Company Minimum Gain. In ·addition, rules consistent with those applicabl9 to Company 
Minimum Gain shall be applied to determine the shares of Member Minimum Gain and Member 
Minimum Gain Chargeback to the extent provided under the Regulations issudd pursuant to 
§704(b) ofthe Code. 

2.4 . Qualified Income Offset. In the event any Member, in siuch capacity, 
unexpectedly receives an Offsettable Decrease, such Member will be allocated items of income 

I 

and gain (consisting of a pro rata portion of each item of partnership income and gain for such 
year) in an amount and manner sufficient to offset such Offsettable Decrease as quickly as 
possible. 

2.5 Elections. The Company may make any tax eleCtions for the Company allowed 
under the Code or the tax laws of any state or other jurisdiction having taxing jJrisdiction over 
th~ Company. 

2.6. · Taxes of Taxing Jurisdictions .. To the extent that the laws of any taxing 
jurisdiction requires, each Member requested to do so by the Company will submit an agreement 
indicating that the Member will make timely income tax payments to the taxing jJ~risdiction and 
that the Member accepts personal jurisdiction of the taxing jurisdiction with! regard to the 
collection of income taxes attributable to the Member's income, and interest! and penalties 
assessed on such income. If the Member fails to provide such agreement, the /Company may 
withhold and pay over to such Taxing Jurisdiction the amount of tax, penal~y and interest 
determined under the, laws of the Taxing Jurisdiction with respect to such income. Any such 
payments with respect to the income of a Member shall be treated as a distributibn for purposes 
of Agreement. The Company may, where permitted by the rules of any taxing jutisdiction, file a 
composite, combined or aggregate tax return reflecting the income of the CompJny and pay the 
tax, interest and penalties of some or all of the Members on such incomd to the taxing 
jurisdiction, in which case the Company shall inform the Members of the amohnt of such tax 
interest and penalties so paid. 

·0---------------.::;3_ 
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EXHIBIT C 
INVESTMENT CONSIDERATIONS 

An investment in the. Company involves a high degree of risk. In addition to the risks 
described elsewhere in the Operating Agreement, the risks described ·below ~epresent the 
material risks a Member should carefully consider before making an investment dehsion. If any 
of these risks occur, the Company's business, financial condition, liquidity ahd results of 
operations could be materially and adversely affected, in which case the ~alue of. the 
Membership Units could decline significantly and a Member could lose all or a Patjt of his or her 
investment. The risk factors described below are not the only ones that may affect the Company. 

. I 

Additional risks and uncertainties not presently known to the Company may also adversely affect 
· the Company's business, financial condition, liquidity and results of operations. 

No Prior Business History. The Company has no prior business history. 

No Tangible Assets. The Company has and will likely have no tangible assets other than 
miscellaneous office supplies and related materials. 

· Management Structure. Under the Operating Agreement of the Company!, the authority 
to manage the operations and daily business of the Company is delegated to the Class A 
Member. Unless otherwise agreed, all decisions affecting the Company are to bb made by the 
Class A Member in its discretion, including any decision to invest assets of th~ Company in 
another business. The Class B Members in their capacity as Members, will rlot be actively 
involved in the management of the Company. 

nr11m~y·v purpose of the Company is to 
invest in what is known as the Any decision to in+st in such an 
enterprise will be made by Class A Members, based upon information available to it at the time. 
Although information regarding such Project will be compiled by the Comp~ny, it will be 

I prepared by others who are beyond the Company's control. The Class A Member has evaluated 
the Project based upon certain information primarily supplied by the Seller of tfue Project. No 
assurance can be given that such information will be accurate or complete. 

The performance of the Company depends on the performance of tne Project. No 
assurance can be given that the Project specific performance projections or goals till be met. 

Business Risk. The Company and the Project will be constructed iithin proposed 
timetables or under proposed costs, or tenants will take occupancy of the Project. This proposed 
time table is pursuant to proposed rents and it is unclear whether the Company will invest will 
also be subject to risks facing any other business, including economic downturns, competition, 
liability claims, and many other risks. If the Class B Member lives outside of thf United States, 
their investments in the Company will be subject to currency fluctuations, and special 
circumstances attributable to the legal, political, economic and social structures 6nique to USA, 
and any restrictions which may be imposed by other Country. 

Restricted Securities. The Membership Units issued to Members will be restricted 
securities under the Securities Act and thus may not be resold except pursuant tb registration or 

D~----__;;;__. 
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an exemption from registration. The Operating Agreement (and if applicable, any certificate 
representing the Membership Units) will contain a legend (in addition to any spJcific legends 
required under applicable state securities laws) substantially as follows: j 

THE SECURITIES REPRESENTED BY THIS (AGREE ENT/ 
CERTIFICATE] HAVE BEEN ISSUED WITHOUT REGISTRATION uNDER 
THE SECURITIES ACT OF 1933, AS AMENDED (THE "ACT"), OR 
REGISTERED OR QUALIFIED UNDER APPLICABLE STATE SECUR!ITIES 
LAWS ("STATE LAWS"), PURSUANT TO AN INVEST*ENT 
REPRESENTATION BY THE PURCHASER THERE OF. 11HESE 
SECURITIES SHALL NOT BE OFFERED, SOLD, PLEDGED, 

. I 

HYPOTHECATED, DONATED, OR OTHERWISE TRANSFERRED 
WHETHER OR NOT FOR A CONSIDERATION, BY THE PURCHASER IN 
THE ABSENCE OF A REGISTRATION EXCEPT UPON THE ISSUAN[E TO 

I 

THE COMPANY OF A FAVORABLE OPINION OF ITS COUNSEL Al'fD/OR 
THE SUBMISSION TO THE COMPANY OF SUCH OTHER EVIDEN~E AS 
MAY BE SATISFACTORY TO COUNSEL AND TO COMPANY, IN E~THER 
CASE TO THE EFFECT THAT SUCH TRANSFER SHALL NOT rE IN 
VIOLATION OF THE ACT AND APPLICABLE STATE LAWS. 

To ensure that transfers of the Membership Units are made in strict accordance with all 
limitations upon transfers imposed by the federal and applicable state secur~ties laws, the 
Company may require an opinion of counsel with respect to the applicability of ~uch laws to a 
transfer. The books and records of the Company will include respective "stop tran~fer" notations 

. I . 

to the effect that no transfer of any Membership Units shall be effective unless strict compliance 
with the applicable securities laws shall occur, the determination of which will be at the absolute 
discretion of the Company. 

No Market. There is no present market for the Membership Units and no market for the 
Membership Units will develop. In addition, the transferability of Membership llJnits is subject 
to the terms of this Operating Agreement and each Member will have very lifuited rights to 
dispose of the Member's Membership Units prior to dissolution of the Company.J Accordingly, 
an investment in the Membership Units will not be liquid and Members will likely have 
difficulty selling such Membership Units in the future. The purchase of the Mefubership Units 
should be considered only as a long term investment. · 

Not a Registered Offering. The Membership Units have not been regisfered under the 
Securities Act in reliance upon exemptions from registration. Prospective Members must 
recognize that they do not have the same protections afforded by fully registered securities 
offerings because they do not have the benefit . of prior review by regulat~ry authorities. 
Accordingly, each Member must judge the adequacy of disclosure and the faimJss of the terms 
of this venture on his or her own. 

Forward Looking Statements. Because of their nature, predictions, forecasts, and 
projections about the future are inherently risky. In the case of a new company like the 
Company, such forward looking statements about Company operations are especi1ally likely to be 

2 -0!------
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imperfect, wrong, or unintentionally misleading. All predictions, forecasts, and projections are 
based on assumptions that may not prove to be accurate. In addition, the dstimates and 

I 

assumptions underlying the projections are based on numerous economic and competitive 
assumptions that are beyond the Company's control. Potential Members should rblize that all 
such projections are good faith estimates only and that actual results will vary, rlnd may vary 
significantly. Because of the limitations of these projections, Members are caJtioned about 
placing undue reliance on them. This information was not prepared with a v~ew to public 
disclosure or to compliance with published guidelines of the Securities Jd Exchange 
Commission or any state securities commission. 

Foreshadowing statements, without limitation, statements relating to the prqfitability of a 
Membership Unit and adequacy of the Company's resources are made pursuant to the safe harbor 
provisions of the Private Securities Litigation Reform Act of 1995. Members ar6 advised that 
such foreshadowing statements involve risks and uncertainties, including withdut limitation, 
risks associated with the future economic conditions, and other risks and uncertaidties indicated 
from time to time, many of which are beyond the control of the Company. In alidition, when 
used herein the words "will" "intends to" "anticipates" "expects" "likely" and other similar ' ' ' ' ' 
expressions are intended to identify foreshadowing statements. 

Equity Investment. Investment in any equity unit of ownership such as the Membership 
Units is risky because there is no guaranteed return or growth, if any, on the inve~tment and the 
amount and frequency of distributions, if any, and the amount of any growth, if an~, is dependent 
upon the future financial success of the Company, which cannot be predicted with/ any certainty. 
Because of restrictions on the sale or other transfer of the Membership Units, no established 
market for the interests will develop. Members may not, therefore, be able to /liquidate their 
investment in the event of an emergency or for any other reason and must continue to bear the 
economic risk of the investment for an indefinite period. Members are in no way guaranteed that 
they will experience gains or not suffer losses in the value of their investment. 

Each prospective Member is urged to consult with his or her tax and finan<i:ial advisors to 
determine if an investment in the Company is suitable for the Member. 

Tax Classification of the Company. While the Company believes that it will be classified 
as a partnership for federal, state, and local tax purposes, the Company has noV obtained (and 
does not intend to obtain) either an opinion of counsel or an advance ruling frdm the Internal 
Revenue Service ("Service"), the Michigan Department of Treasury, or any lodl tax authority 
that the Company will, indeed, be classified as a partnership for tax purposes, and not as an 
association taxable as a corporation. There is a risk the Service, the Michigan Department of 
Treasury, or a local tax authority will seek to classify the Company as an association taxable as a 
corporation for income tax purposes, which could have significant adverse tax ana perhaps other 

. I 

consequences for Members. EACH PROSPECTIVE MEMBER IS URGED TO CONSULT 
HIS/HER TAX AND LEGAL ADVISOR(S) REGARDING THE TAX AND CDTHER RISKS 
AND CONSEQUENCES OF AN INVESTMENT IN THE COMPANY. 

Tax Risks. The federal income tax aspects of an investment in the Company are complex 

----- I 14Z ' 

_J 



0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
DRAFT 

consider the following tax risks, among others: (a) the Company has not obtained any opinion on 
material tax issues or the realization in the aggregate of all potential material tax corlsequences of 
an investment in the Company; (b) Members will be taxed currently on their allodble shares of 

I 

the Company's taxable income, even if they receive no distributions of cash from the Company; 
(c) the Company was not formed with the intent to produce deductions in excess of income that 
could be used to offset income from other sources; (d) any losses allocated to aj Member are 
likely to be subject to the limitations on deduction of passive activity losses and may be further 
limited under the at risk rules; (e) any income realized by a Member from the Company is likely 
to be taxed as ordinary income rather than as capital gain; (f) the Service may ~ssert that the 
Co~pany should be characterized as an as~oci~tion taxable ~s a corporation, rhich . would 

· depnve Members of tax benefits from operatmg m a partnership form; (g) Memli>ers might be 
deemed to have a status other than partners in a partnership for federal income tax /purposes; (h) 
income allocated by the Company to retirement plans and accounts or other tax exempt 
investments may be taxable to them as unrelated business taxable income; (i) th9 Service may 
challenge the Company's allocation of income, gain, loss, deduction and credit; G) ¥embers may 
be precluded from claiming certain deductions by virtue of limitations on miscellan

1

eous itemized 
deductions; (k) the Company may claim deductions or other tax benefits to which it believes it is 
entitled, but there can be no assurance that the deductions or other benefits will lbe allowed on 
audit; and (1) tax laws, rules, regulations and rulings may change, with or withdut retroactive 
effect. No advance ruling will be sought from the Service on any tax issue. EACH!POTENTIAL 
MEMBER IS URGED TO CONSULT HIS TAX ADVISOR REGARDINCJ THE TAX 

I 

CONSEQUENCES OF INVESTING IN THE COMPANY, WITH SPECIFIC RERERENCE TO 
HIS OWN TAX SITUATION. 

Determination of the Price for Membership Units. The. price for the Membership Units 
was arbitrarily determined by the Company and may have no relationship to booM value, assets, 
earnings or any other generally accepted criteria of value. 

Liability of Members. In general, Members in the Company will not
1 

be liable for 
obligations of the Company. However, their capital contributions, and respective shares of the 
Company's assets and retained profits are subject to the risk of the Company'~ business and 
claims of Company creditors. 

Return of Distributions and Contributions. If the Company were unable otherwise to 
meet its obligations, a Member might be obligated to return cash distributiJns previously 
received by him or her where the distribution is in violation of the operating agteement or the 

· Michigan Limited Liability Company Act. Under the Michigan Limited Liability jcompany Act, 
a member may not receive a distribution from the Company to the extent that, at lthe time of the 
distribution and after giving effect to the distribution, all liabilities of the Company, other than 

I 

liabilities to members on account of their interest in the Company, would exceed the fair value of 
the Company's assets. 
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$TATE OF MICHIGAN 

DEPARTMENT OF ENERGY, lABOR & ECONOMIC GROWTH 
JENNIFER M. GRANHOLM 

GOVERNOR 

December 30, 2008 

Mr. Ken Szymusiak 
Lansing Economic Development Corporation 
401 S. Washington Sq., Suite. 100 
Lansing, :MI 48933 

Mr. Szymusiak: 

~~~: t{5 ~= rr. ~::\~~. 

I .• I I c1 

r-: ')F';:•·, 
"! ... , I , ,,,,, 

1:'Ytc•.:'''" ", ', . 

STANLEY "SKIP" PRUSS 
DIRECTOR 

I am writing to inform you that per your req~est, the Michigan Department of Labor and Economic 
Growth (MDLEG) has determined that the city of Lansing fits the criteria of a "Target Employment 
Area" in regards to the EB-5 Immigration J3.egional Center Program. 

Due to the nature of the statistical analysis of unemployment the only true comparison between 
municipalities and the nation is through the comparison of year end data. For our determiliation we have 
utilized seasonally adjusted year end figures from 2007 for the nation and the city of Lansfug. The results 
are as follows: 

2007 Year End Seasonally Adjusted Unemployment: 

Data source is the Michigan Department of Labor and Economic Growth and the Bureau of Labor 
Statistics. The data reflects the official employment and unemployment values as calc4lated using the 
methodology outlined by the Bureau of Labor Statistics (BLS) for the Local Area pnemployment 
Statistic (LAUS) program and supports the INS requirement for calculating unemployment levels to meet 
qualifications. 

Utilizing these figures, the city of Lansing qualifies as a ''Target Employment Area" within the EB-5 
Immigration Regional Center Program due to the fact that the city's unemployment rate e~ceeds 150% of 
the national average. 

Sincerely, 

c<£~~~rJ..____ 
Richard H Waclawek, Director 
Bureau of Labor Market Infonnation & Strategic Initiatives 

DLEG is an equal opportunity employer/program. 
Auxiliary aids, services and other reasonable accommodations are available upon request to individuals wi h disabilities. 

3032 W. GRAND BOULEVARD • SUITE 9-100 • DETROIT, MICHIGAN 48202 
www.michigan.gov • (313) 456-3100 
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Ms. Barbara Q. Veldarde 
Chief, Service Operations 

December 23, 2008 

201 Massachusetts Avenue, NW, Room 2123 
Washington, D.C. 20529 

Dear Ms. Veldarde: 

I have designated the Michigan Department of Energy, Labor, and Economic 
Growth (DELEG) as the state agency responsible for determining whether the pity of 
Lansing meets the high unemployment rate necessary for designation as an EB-5 "Target 
Employment Area." In this capacity, DE LEG will issue a letter on behalf of thJ Lansing 
Economic Development Corporation declaring the city is an area of high unem~loyment and 
indicating the methodology used in this determination. 

Any correspondence regarding this determination should be directed to: 

Rick Waclawek, Director 
Labor Market Information and Strategic Initiatives 
Cadillac Place 
3032 W. Grand Boulevard 
Suite 9-100 
Detroit, MI 48202 

JMG/pd 
c~.tk.en Szymusiak, Lansing Economic Development Corporation 

Harry Whalen, Michigan Economic Development Corporation 

P.O. BOX 30013 • LANSING. MICHIGAN 48909 

. www.michigan.gov 
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Virg Bernero, Mayor 

Ms. Barbara Q. Velarde 
Chief 
Services Operations 

0 

LANSING ECONOMIC DEVELOIPMENT 
CORPORATION 

• I 

401 S. WASHINGTON SQ., SUITE 100, LANSING Ml48933, PHONE: (517) 483-4140 FAX: (517) 483-6057 
www .edc.cityoflansingmi.com 

Lansing Economic Development Corporation 
Lansing Tax Increment Finance Authority 

Lansing Brownfield Redevelopment Authority 
Lansing Regional SmartZonesm 

201 Massachusetts Avenue, NW, Room 2123 
Washington, D.C. 20529 

I wanted to take a moment to provide you with the latest details regarding the Market Place development, which will 
be overviewed in subsequent pages. 

Market Place, along with Ball Park North, is part of a duo of projects proposed by Lansing d~veloper, Pat Gillespie. 
Market Place will occupy the land southwest of Shiawassee St. & Cedar St., down to Museum Drive. ~his land is currently 
occupied by the Lansing City Market, which will be demolished and reconstructed next to its current location. As outlined 
within the development agreement, the project is to include multiple (4-5) mixed-use buildings rangin~ from 2-4 stories. The· 
two floor buildings, on the east half of the site will include underground parking with ground floor retail and upstairs 
residential. The four floor buildings will include four floors of residential housing and underground pai-king. 

• Height - 2-4 floors 

• Size(sq ft)- 140,000 in 4-5 buildings 

• Developer - Pat Gillespie, Gillespie Group 

• Parking Spaces - Underground/Unknown 

• Cost - $24-$30 million 

• Construction - Spring 2009 Start 

• Incentives -Brownfield Tax Increment Financing, Brownfield Michigan Business Tax Credits 

After months of public meetings and deliberation, construction is slated to begin on the new Lansing aity Market in Spring 
2009. The construction of Market Place will begin shortly after completion of the new Lansing City rarket. 

It is the intent of the Lansing Regional Center to recruit investors to serve in an equity partnership in this terrific mixed-use 
development opportunity. 

Sincerely, 

Ken Szymus1ak 
Director, International Initiatives 
Lansing Economic Development Corporation 
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GILLESPIE 
group 

0 
2501 Coolidge Rd., Ste. 501 
East Lansing, MI 48823 

(517) 333-4123 

MARKETPLACE and BALL PARK NORTH 

-Written Narrative ,...., 

In an effort to continue the positive momentum the City of Lansing has experienced over the past couple 

of years, Gillespie Group is pleased to present the following detail as it pertains to the proposed 
revitalization of one of our city's most underutilized and yet greatest potential sites. Locathd on the Grand 

River, the site will encompass several acres and be constructed in two phases. 

0 
0 
0 

Marketvlace ... 

The Marketplace site contains the existing Lansing City Market which is in poor conditipn and 
uriderutilized. We feel this is " THE' site if you're going to be on the river in down town Lansing, 
Michigan. We believe this development will help change the river scape and set the tone for additional 

downtown development. 

In addition to this activity, we envision semi-motorized and non-motorized boats that 'fill be docked at 
this site when "in season" and available for rent. A few boat slips will be available for weople to utilize so 
they may enjoy the downtown area. The green, grassy knoll to the east of this building I can serve as 
overflow for seasonal flats of flowers and festive tents for various events the market plans to hold. 

We also propose to house a restaurant (with large patio facing the river) 14,000 square foot day spa and 25 
( + /-) condominiums in a building just to the northeast of the new market that shares a high -end, eclectic 
main lobby area. Covered parking will be provided for resident vehicles with surface ~arking available for 

patrons and guests. 

Ball Park North 

On the half block directly to the north of Oldsmobile Park, we would like to construut a building looking 
down into the stadium, with the outdoor patio seating to provide a view into the ballJark. We propose 

0 
0 
0 two levels of parking under this structure and three to four levels above. 

0 
We believe this will be a massive structure and need to consist of two or three differ~nt structures tl,at are 
either attached or look as though they are attached. Two different hotel (brand) products may play off 

0 
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;ach other well in this format (one in left fleld and one in right field). There may be a few floors of hotel 

rooms and a floor or two of condominiums and/ or apartments. 

This building could also be a very unique use for a corporate headquarters or office, using just a portion of 
the building. The balance of this phase can be a multitude of things such as office, residentia~ retail, 

entertainment or a mix of all. . 

We prefer an urban-edge elevation with a flat roof look but are not opposed to a pitched roof with the 
right parapet walls and pitch. We envision a roof top that allows 5,000 square feet of wof top dining, 

entertainment and the like. 

Elevation 

Different Ci 36 Months from Toda 

~ The Stadium District devdopment will be up and operating in April2008 
o 100,000 square foot mixed-use building w/36,000 square feet of retail, 30 apartments, 20 

for-sale condominiums 

~ The new State Police Headquarters, located at northeast corner of Grand Avenue and . 

0 
Kalamazoo Street, will be open with an estimated 500+ new jobs 

)> Board of Water and Light (BWL) defunct power plant will have been transformed into the new 
corporate headquarters for The Accident Fund. Appwximately $170 million Jm be spent on this 
redevelopment project. Between our development and the BWL development, lhls part of the river 0 

0 

0 
D 

0 
0 
0 

will be a star of the Midwest. Estimated 1,200 jobs upon completion. · 

)> Kalamazoo Gateway- $12 million LEED-certified retail and residential complex, 32 apartments and 

10 condominiums 

)> Capitol Complex- A mixed-use development offering 5,000 square feet of commercial space and 
for-sale condominiums ranging from 1,000 square feet at an estimated $136,00d each to 2,000 

square feet at an estimated $272,000 each 

)> The Arbaugh A mixed-use development wid1 commercial space on the first floor and 48 loft 

apartments on the upper levels 

~ Capitol Club Tower -12 to 24 story high-rise housing 80-160 living units, restaurants, a gym, 

perhaps even a grocery store and swimming pool. 

)> Prudden Place- An upper-scale full service rental community currendy featuring 72 units with 

another 60 units scheduled for Phase II of this premier property. 
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We feel that as the developments within the City of Lansing continue to unfold, demand fm hotel space 
will grow immensely. In early 2009 we would hope to have a hotel operation or two on b~ard and ready to 

proceed with Phase II - Ball Park North and its mixed uses. 

Additional Downtown Lansing Attributes 

)> Michigan State Capitol- Only .63 !T'iles from our developments 

)> City of Lansing government offices - in very close proximity to our developments and employing 

over 11,400 associates 

)> Over 32,000 people are in downtown Lansing daily 

0 
0 

)> Cooley Law School-largest law school in the country with 2,300 students in the downtown area 

and loca.ted just .7 miles from our developments 

)> Davenport University- 900-1000 students and located .7 miles from our developments 

)> Michigan State University- Located just 2.9 miles from our developments wil a studeot 

0 
0 
0 
0 
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population of 44,000 

)> Entertainment Express Trolley- The newest addition to our transportation swstem, this trolley 
links downtown Lansing and downtown East Lansing, making seven stops everY 30 minutes and 

. runs on Thursday, Friday and Saturday evenings. 

)> Sparrow Hospital- Located just three quarters of a mile from our developments, Sparrow 
Hospital employs 7,800 health care workers and cares for over 567,000 patients I each year. This 
hospital just opened a new 10-story addition that features the region's first and only ER for 
children, operating rooms that support breakthrough procedures, including ro~otic surgery, new 
adult ER with 62 all-private treatment rooms, 4 high-technology trauma rooms1 and a rooftop 
helicopter landing pad. It is also the region's only Certified Trauma Center. There is also an 
expanded oncology facility, 29-bed orthopedic unit and the Heart and VasculaJ Center of 
Excellence featuring Stereotaxis technology- the most advanced a safest cardi~c catheterization 

technology available. 

)> . Lansing Community College - located in downtown Lansing with 1,634 employees, 14 ,000+ 

students and located .69 miles from our developments 

)> Lansing Center - Adjacent to our developments, The Lansing Center is mid[ Michigan's premier 
facility for meetings, hosting many of the greater Lansing area's most promin<nt events. Featuring 
over 100,000 square feet of state-of-the-art meeting, exhibit and ballroom spafe, .the Lansing Center 
hosts nearly 300,000 persons at more than 850 event days on a yearly basrs, pro,~ding m excess of 
$13 million dollars of economic impact to the Greater Lansing business corrubunity. 
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);> Oldsmobile Park - Home of our Lansing Lugnuts, a Single A minor league affiliate of the 
Toronto Blue Jays and located adjacent to our developments with 350,000+ patrods each year. This 
stadium is also a venue for many concerts and community events. I 

);> Impression 5 Science Museum- % mile from our developments, Impression 5 is a hands-on 
learning environment that challenges its visitors to experience, discover and exploJe the world in 
which they live. Approximately 84,000+ people visit each year with attendance inJreasing annually. 

>- Riverwalk Theater- This local theater is the home of the Community Circle Platers and located 
on the banks of the Grand River, just three blocks east of the Capitol in downtoJn Lansing. The 
theater produces outstanding dramas, comedies, musicals and children's shows an8 draws over 
14,000 guests each year. 

Festivals. Races and Special Events 

Common Ground Festival- Is a seven day event attracting approximately 90,000 attendees throughout 
the week. It is mid-:M:ichigan's largest music festival and has featured national recording/ artists: Steve 
Miller, Poison, John Legend, Bonnie Raitt, ZZ Top, Alice Cooper, Crosby, Stills & Nas11, Beach Boys, 
Gavin DeGraw, Third Eye Blind, Gladys Knight, Charlie Daniels, Martina McBride, Srdokey Robinson 
and many more! Special events such as the Common Crit and various other athletic evdnts are held 0 throughout Lansing during the festival. · I 

0 
St. Patrick's Day Event- Hosted by the local downtown businesses, the first annual event drew 
numerous people downtown to celebrate this holiday. 

Blues on the Square - This event hosts Blues acts from around the country every Thursday evening 
beginning in mid-June. The seven-week series runs from 6:00p.m. to 10:00 p.m. and i~ held close to the 
corner ofWashtenaw Street and Washington Avenue, drawing people from all areas oflthe region. 1-2,000 

0 
0 Be a Tourist in Your Own Town Event- This annual event draws over 15,000 "tourists" to the 

downtown area. Local businesses and entertainment venues open their doors to these/ tourists, stamp their 0 passport booklet and provide refreshments, tours, information packets, and lots of fun activities for their 
guests. 

0 
0 

Silver Bells in the City Th.is annual event, which attracted 100,000 people in 2006, is held in mid
November and runs from 5:00 to 9:00pm. An Electric Light Parade steps off at 6:10pm at the corner of 
Lena wee and South Washington Square, followed by the lighting of State of Michigan Official Christmas 
Tree in front of the State Capitol and a five minute ftreworks show over the State caJitoL 

0 The Fitness Festival- This newly created event will be held on September 29th and 30th in 2007. The 
Capital City 1fz Marathon and SK has partnered with LEPF A and Healthy and Fit Magazine to host a 
weekend filled with exciting healthy activities and a trade show. We are anticipating ~ver 3,000 runners 0 and cyclist throughout the weekend. Michigan Ave·, the Lansing Center, Oldsmobile Park and Adado . 
Riverfront Park will be filled with athletes from around the region and country. 

0 
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Races -Numerous races, parades and walk-a-thons are held downtown ever:y year, each atracting 
thousands of attendees. A sampling of events includes: the Michigan Mile, the Memoriallpay Parade, the 
American Cancer Society Relay for Life, the Michigan Pride Parade and Festival, the July 4"' Parade, the 

Annual African American Parade & Festival, the REO Transportation Museum Car Capitbl Celebration, 

and the Capitol Area Mustangs Car Show "Cruisin' for a Cause." 

0 
0 

Festival of the Sun/Festival of the Moon: Sponsored by the Old Town Commercial Association and 
held over the course of two days, this annual wine tasting event draws oVer 6,000 patrons annually. 

Hopefully this narrative has allowed you to see what we are striving to achieve with this groposed 

development and we encourage you to contact us with any questions. 

D Primary Contact: 
Jason Kildea 
Director of Cornrnercial Development, Sales & Leasing 

Q Gillespie Group · 
2501 Coolidge Road, Suite 501 

0 
East Lansing, MI 48823 

I • (517) 333-4123 
Email: jkildea@gillespie-group.com 
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[Billing Code: 4810-02P; 6720-01P; 6210-01; 7537-01-U; 4810-33-P; 6711t-01-P) 

DEPARTMENT OF THE TREASURY 

Office of the Comptroller of the Currency 

12 CFR Part 21 . 

[Docket No. 03-08] 

RIN 1557-AC06 

FEDERAL RESERVE SYSTEM 

12 CFR Parts 208 and 211 

[Docket No. R-11271 

FEDERAL DEPOSIT INSURANCE CORPORATION 

12 CFR Part 326 

DEPARTMENT OF THE TREASURY 

Office of Thrift Supervision 

12 CFR Part 563 

[No. 2003- 16} 

NATIONAL CREDIT UNION ADMINISTRATION 

12 CFR Part 748 

RIN 3133 

DEPARTMENT OF THE TREASURY 

31 CFR Part 103 

RIN 1506-AA31 

Customer Identification Programs for Banks, Savings Associations, CJredit Unions 
and Certain Non-Federally Regulated Banks. 
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AGENCIES: The Financial Crimes Enforcement Network, Treasury; Office o~ the 

Comptroller of the Currency, Treasury; Board of Governors of the Federal Reslve 

System; Federal Deposit Insurance Corporation; Office of Thrift Supervision, 1lreasury; 

National Credit Union Administration. 

ACTION: Joint final rule. 

SUMMARY: The Department of the Treasury, through the Financial Crimes 

Enforcement Network (FinCEN), together with the Office of the Comptroller of the 

Currency (OCC), the Board ofGovemors of the Federal Reserve System (Bo.ld), the 

Federal Deposit Insurance Corporation (FDIC), the Office of Thrift SupervisiL (OTS), 

and the National Credit Union Administration (NCUA) (collectively, the AgeLes), have 

jointly adopted a final rule to implement section 326 of the Uniting and Stren~hening 
I 

America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism 

(USA PATRI01) Act of2001 (the Act). Section 326 requires the Secretary lfthe 

Treasury (Secretary) to jointly prescribe with each of the Agencies, the Sec,ities and 

Exchange Commission (SEC), and the Commodity Futures Trading Commission 

(CFTC), a regulation that, at a minimum, requires financial institutions to illement 

reasonable procedures to verify the identity of any person seeking to open .l account, to 

the extent reasonable and practiCable; maintain records of the information Jed to verify 

the person's identity; and determine whether the person appears on any lists of known or 

suspected terrorists or terrorist-organizations provided to the financial institution by any 

government agency. This final regulation applies to banks, savings associ.Jions, credit 

unions, private banks, and trust companies. 

DATES: Effective Date: This rule is effective [INSERT DATE 30 DAYS AFTER 

DATE OF 

2 
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PUBLICATION IN THE FEDERAL REGISTER). 

Compliance Date: Each bank must comply with this final rule by Octo!Der 1, 

2003. 

FOR FURTHER INFORMATION CONTACT: 

OCC: Office of the Chief Counsel at (202) 874-3295. 

Board: Enforcement and Special Investigations Sections at (202) 452-n235, 

(202) 728-5829, or (202) 452-2961. 

FDIC: Special Activities Section, Division of Supervision and Consumer 

Protection, and Legal Division at (202) 898-3671. 

OTS: Compliance Policy Division at (202) 906-6012. 

NCUA: Office of General Counsel at (703) 518-6540; or Office ofEXJamination 

and Insurance at (703) 518-6360. 

Treasury: Office of the Chief Counsel (FinCEN) at (703) 905-3590; Office of the 

General Counsel (Treasury) at (202) 622-1927; or the Office of the AssisLt General 

Counsel for Banking & Finance (Treasury) at (202) 622-0480. 

SUPPLEMENTARY INFORMATION: 

I. Background 

A. Section 326 of the USA PATRIOT Act 

On October 26, 200), President Bush signed into law the USA PAT~OT Act, 

Pub. L. 107-56. Title III of the Act, captioned "International Money Laundering 

Abatement and Anti-terrorist Financing Act of2001," adds several.new proLions to the 

Bank Secrecy Act (BSA), 31 U.S.C. 5311 et seq. These provisions are intelded to 

3 
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facilitate the prevention, detection, and prosecution of international money laundering 

and the financing of terrorism. 

Section 326 ofthe Act adds a new subsection (1) to 31 U.S.C. 5318 of the BSA 

that requires the Sec.retary t~ prescribe regulations ·:setti.ng forth the minimum srndards 

for financtal mst1tut10ns ana thetr customers regardmg tne tdenttty of the customer that 

shall apply in connection with the opening of an account at a financial institutiL." 

Section 326 applies to all "financial institutions." This tennis defmed try 

broadly in the BSA to encompass a variety of entities, including commercial blnks, 

agencies and branches of foreignbanks in the United States, thrifts, credit unils, private 

banks, trust companies, investment companies, brokers and dealers in securiti1s, futures 

commission merchants, insurance companies, travel agents, pawnbrokers, dealers in 

precious metals, check-cashers, casinos, and telegraph companies, among mat others. 

See 31 U.S.C. 5312(a)(2) and (c)(l)(A). 

For any financial institution engaged in financial activities described in section 

4(k) of the Bank Holding Company Act of 19 56 (section 4(k) institutions), thl Secretary 

is required to prescribe the regulations issued under section 326 jointly with lach of the . 

Agencies, the SEC, and the CFTC (the Federal functional regulators). 

Section 326 of the Act provides that the regulations must require, at a minimum, 

fmancial institutions to implement reasonable procedures for (1) verifying J identity of 
I 

any person seeking to open an account, to the extent reasonable and practicable; (2) 

maintaining records of the infonnation used to verify the person's identity, iLuding 

name, address, and other identifying information; and (3) determining whettr the person 

l
. f kn · d · · · · I ·d d appears on any tsts o own or suspecte terronsts or terronst orgamzat10ns provt e to 

4 
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the financial institution by any government agency. In prescribing these regulations, the 

Secretary is directed to take into consideration the various types of accounts mlintained 

by various types of financial institutions, the various methods of opening accolnts, and 

the various types of identifying information available. 

B. Overview of Comments Received 

On July 23, 2002, Treasury and the Agencies published a joint notice of proposed 

rulemaking in the Federal Register (67 FR 48290) applicable to (a) any finaJal 

institution defined as a "bank" in 31 CFR I 03 .II (c) 1 and subject to regulatiJ by one of 

the Agencies; and(b) any foreign branch ofaninsured bank. On the same dafe, Treasury 

separately published an identical, proposed rule for credit unions, private banks, and trust 
. . . I 

companies that do rot have a Federal functional regulator (67 FR 48299).
2

leasury and 

the Agencies proposed general standards that would require each bank to design and 

implement a customer identification program (CIP) tailored to the bank's siJ location, 

and type of business. The proposed rule also included certain specific standlds that 

would be mandated for all banks. 
3 

Treasury and the Agencies collectively received approximately five !hundred 

comments in response to these proposed rules (collectively referred to as thj "proposal" 

or the "proposed rule" for "banks"), although some commenters sent copies of the same 

letter to Treasury and to each of the Agencies. The majority of comments received by 

1 This definition includes banks, savings associations, credit unions, Edge Act and Agreement corporations, 

and branches and agencies of foreign banks. j 
2 In the preamble for this proposed rule, Treasury explained that a single final regulation 1ould be is sued 
for all financial institutions defined as "banks" under 31 CFR I 03.11 (c), with modifications to 
accommodate certain differences.between Federally regulated and non-Federally regulate~ banks. See 67 

fR 48299, 48300. I 
J At the same time, Treasury also published ( 1) together with the SEC, proposed rules fo~ broker-dealers 
(67 FR 48306) and mutualfunds (67 FR 48318); and (2) together with the CFTC, proposed rules for futures 

commission merchants and introducing brokers (67 FR 48328). 

5 
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Treasury and the Agencies were from banks, savings associations, credit unions, and their 

trade associations. Most of these commenters agreed with the largely risk-baseh 

approach set forth in the proposal that allowed each bank to develop a CIP b.Jd on its 

specific operations. 

Some commenters, however, criticized the specific requirements in the proposed 

rule and suggested that Treasury and the Agencies issue a final rule containing an entirely 

risk-based approach without any minimum identification and verification requirements. 

According to some of these commenters, such a thoroughly risk-based appro.lh would 

give banks appropriate discretion to focus their efforts and finite resources on lpecific, 

high-risk accounts most likely to be used by money-launderers and terrorists. 

Other commenters, especially those representing credit card banks and credit card 

· d ·h h d · · ·d ·fi · d ·fi · I · 1ssuers, asserte t at t e propose mmlffium 1 entl tcatJOn an ven tcatlOn reqmrements 

should be eliminated because they did not take into account the unique naturl of credit 

card operations. They warned that these requirements, if implemented, woul1 have a 

chilling effect on credit practices important to U.S. consumers and would im~ose 
significant compliance costs on their industry with little benefit to law enfoJement. 

By contrast, some smaller banks criticized the flexibility of the proplsal and 

stated that a risk-based approach would leave too much room for interpretatlon by the 

Agencies. These commenters urged Treasury and the Agencies to issue a fila! rule 

establishing mor~ specific requirements. For example, some commenters Jggested that 

the rule prescribe risk assessment levels for each customer type and type of account, 

along with a specific description of acceptable forms of identification and methods of 

verification appropriate for each bank's size and location. 
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While commenters representing various segments of the industry differed on the 

approach that should be taken in the final rule, the vast majority concluded thaj Treasury 

and the Agencies had underestimated the compliance burden that would be imtosed by 

certain elements of the proposal. Commenters were especially concerned abolt the 

d 
· h b • ·fy h ·d · · f · · I. propose reqmrements t at anKs ven t e 1 ent1ty o s1gnatones on accounts, Keep 

· f d d ·fy , ·d · d · ·d · I ·u · cop1es o ocuments use to ven a customer s 1 ent1ty, an retam 1 enttty ven !Catton 

records for five years after an account is closed. 

Some commenters also suggested that banks be given greater flexibili~ when 

dealing with established customers and urged that banks be permitted to rely ln 
identification and verification of customers performed by a third party, including an 

affiliate. Other commenters asked for additional guidance regarding the lists of known 

and suspected terrorists and terrorist organizations that must be checked, and regarding 

what will be deemed adequate notice to customers for purposes of complying with the 

final rule. Many cornmenters requested that the final rule contain a delayed 

implementation date that would provide banks with the time needed to design a customer 

identification program, obtain board approval, alter existing policies and prdcedures, 

forms and software, and train staff. 

Several comments were received from companies engaged in the sale of 

technology or services that could be used to identify and verify customers, Lain records, 

and check lists of known and suspected terrorists and terrorist organizations. Many of 

these companies recommended that the proposed rule be modified to make clear that use 

of specific products and services would be pennissible. Some of these commenters urged 

7 
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that the rule require banks to authenticate any documents obtained to verify tl identity 

of the customer through the use of automated document authentication technology. 

A small number of comments were received from individuals. Some lf these 

individuals criticized the proposed requirement that banks.obtain a social secLty number 

from persons opening an account as an infringement upon individual liberty ld privacy. 

Some individuals were concerned that this requirement would expose them Jan added 
I 

risk of identity theft. Other individuals supported the proposal and concluded that its 

verification requirements might diminish instances of identity theft and fraud! A few 
I 

commenters suggested that the government develop a separate national identification 

number or require that social security cards bear photographs and or other sa~eguards. 
. I 

A variety of commenters applauded the efforts of Treasury and the Federal 
I 

functional regulators to devise a uniform set of rules that apply to banks, broker-dealers, 

mutual funds, futures commission merchants, and introducing brokers. 
4 

Tht noted that, 

· h ·c ·. f fi · l · · · k I · h wit out un11ormtty, customers o manc1a mst1tutwns may see to open acc<:)Unts Wit 

· · · h . · h 1 . b ·d ·fi .I mstttutwns t at customers perceive to ave ess ro ust customer 1 ent1 Jcati<Dn 

requirements. These commenters also suggested revisions that would enhale the 

uniformity of the rules. 

Treasury and the Agencies have modified the proposed rule in light <Df the 

comme~ts received. A discussion of the comments, and the manner in whijh the 

proposed rule has been modified, follows in the section-by-section analysis. 

In addition, as suggested by a number of commenters, Treasury and the Agencies 

expect to issue supplementary guidance following issuance of the final rule. 

C. Joint lssu.ance by Treasury and the Agencies 

8 
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The final rule implementing section 326 is being issued jointly by Treasury, 

through F inC EN, and by the Agencies. It applies to ( l) a "bank," as defined J 31 CFR 

I 03 .ll (c), that is subject to regulation by one of the Agencies, and (2) to any Ln
Federally insured credit union, private bank or trust company that does not hat a Federal 

functional regulator (collectively referred to in the final rule as "a bank"). 

The substantive requirements of this joint final rule are being codified as part of 

Treasury's BSA regulations located in 3 l CFR part I 03. In addition, each of ~he 

Agencies is concurrently publishing a provision in its own regulations
5 

to cross-reference 

this final rule in order to clarify the applicability of the final rule to the banks subject to 

its jurisdiction. 

Regulations governing the applicability of section 326 to certain financial 

institutions that are reguhited by the SEC and the CFTC are the subject of se~arate 
rulemakings. Treasury, the Agencies, the SEC, and the CFTC consulted extjnsively in 

the development of all joint rules implementing section 3 26 of the Act. Alllf the 

participating agencies intend the effect of the rules to be uniform throughout the financial 

services industry. Treasury intends to issue separate rules under section 326 for certain 

non-bank financial institutions that are not regulated by one of the Federal f\)inctional 

regulators.· 

The Secretary has detennined that the records required to be kept by section 326 

of the Act have a high degree of usefulness in criminal, tax, or regulatory investigations 

or proceedings, or in the conduct of intelligence or counterintelligence actJties, to 

protect against international terrorism. 

4 See footnote 3, supra. 
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In addition, Treasury, under its own authority, is issuing conforming Tendments 

to 31 CFR 103.34, which imposes requirements concerning the identification of bank 

customers. 

D. Compliance Date 

Nearly all commenters on the proposed rule requested that banks be given · 

adequate time to develop and implement the requirements of any final rule ill plementing 

section 326 of the Act. These commenters stated that if the proposed rule w~ e 

implemented, banks would be required, among other things, to revise existing account 

opening policies and procedures, obtain board approval, train staff, update fdrms, 

purchase new or updated software for customer verification and checking of government 

lists, and purchase new equipment for copying or scanning and storing recortls . 

. Commenters requested a delayed effective or compliance date, but, given tht variety of 

banks that would be covered by the final rule, there was no consensus regarding the 

amount of time that would be necessary to comply with the final rule. The J.nsition 

periods suggested by commenters ranged from 60 days to two years from thl date a final 

rule is published. 

The final rule modifies various aspects of the proposal and eliminates some of the 

requirements that commenters identified as being most burdensome. NoneLiess, 

Treasury and the Agencies recognize that some banks will need time to de1elop a CJP, 

obtain board approval, and implement the CJP, which will include various rasures, such 

as training of staff, reprinting forms, and developing new software. Accordingly, 

although this final rule will be effective 30 days after publication, banks J provided 
. I 

5 12 CFR 21.21 (OCC); 12 CFR 208.63, 211.5, and 211.24 (FRB); 12 CFR 326.8 (FDIC)j 12 CFR 563.177 

(OTS); and 12 CFR 748.2 (NCUA). 

10 
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with a transition period to implement the rule. Treasury and the Agencies have 

determined that each bank must fully implement its CIP by October 1, 2003. 

II. Section-by-Section Ana lysis of Final Rule Implementing Section 326 

Section 103.121 (a) Definitions. 

Section 103.121 (a)(l) Account. The proposed rule defined "account" as each 

fonnal banking or business relationship established to provide ongoing servi~es, dealings, 

or other financial transactions and stated thar a deposit account, transaction or asset 

account, and a credit account or other extension of credit would each constit+ an 

"account.'.6 The proposal also explained that the term "account" was limited to formal 

banking and business relationships established to provide "ongoing" serviceJ, dealings, or 

other financial transactions to make clear that this tenn is not intended to co1er infrequent 

transactions such as the occasional purchase of a money order or a wire trans fer. 

Treasury and the Agencies received a large number of comments on lhis proposed 
I 

definition. Some commenters agreed with the proposed definition though others thought 

the definition of "account" was either too broad or needed clarification. Sole · 

comrnenters suggested that the definition of"account" be narrowed to inclut only those 

relationships that are financial in nature. A number of commenters urged thlt the 

definition be limited to high-risk relationships that experts have identified .l actually 

used by money launderers and terrorists. Some of these commenters sugg.lted that 

particular types of accounts, especially those established as part of employl benefit 

plans, be excluded from the definition of "account." 

6 The definition of "account" in the proposed rule was based on the statutory definition ofi "account" that is 

used in section 311 of the Act. 

11 
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Most commenters requested trot the final rule provide additional examples of the 

relationships that would constitute an "account." Many commenters reques~ed that the 

rule clarify the meaning of"ongoing services." These commenters asked wtther a 

person who repeatedly and regularly purchased a money order, requested a Lre transfer, 

or cashed a check on a weekly basis, without any other relationship with a blnk, would 

be considered to have an "account." Many other commenters asked that the exclusion for 

transfers of accounts between banks described in the preamble for the proposal -- which 

commenters characterized as the "transfer exception"- be stated expressly L the 

regulation and expanded to cover all loans originated by a third party and plrchased by a 

. I 

bank, such as mortgages purchased from non-bank lenders and vehicle loans purchased 

from car dealers. 

The final rule contains a number of changes prompted by these comments. First, 

the reference to the term "business relationship" has been deleted from the definition of 

"account." This change is made to clarify that the regulation applies to the bank's 

provision of financial products and services, as opposed to general "busin.Js" dealings, 

such as those in connection with the bank's own operations or premises. sLond, the 

definition now contains additional, but non-exclusive, examples of producJ and services, 

such as safety deposit box and other safekeeping seivices, cash managem.lt, and 

custodian and trust services, that constitute an "account." 

The definition of "account" also has been changed to include a list 0f products 

and services that will not be deemed an "account." The preamble for the Jroposed rule 

had used the tenn "ongoing services" to define accounts covered by the finll rule, and 

had referred to the exclusion of "occasional" transactions and "infreque) purchases 

12 
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(which arguably would require a bank to monitor all transactions for repetitive contacts). 

By contrast, the final rule clarifies that "account" excludes products and services where a 

fonnal banking relationship is not established with a person, such as check rhing, wire 

transfer, or the sale of a check or money order. 7 Treasury and the Agencies note that part 

I 03 already requires verification of identity in connection with many of thesr products 

and services. See,~. 31 CFR 103.29 (purchases of bank checks and dra,s, cashier's 

checks, money orders, and traveler's checks for $3000 or more); 31 CFR IOB.33 (funds 

transfers of $3000 or more). 

In addition, the final rule codifies and clarifies the "transfer exception." Under 

the final rule, the definition of"account" excludes accounts that a bank acqles through 

· · · h f · f 1· b.l.. c. I h. d an acqu!SltiOn, merger, pure ase o assets, or assumptiOn o 1a 1 tttes trom any t tr 

party. 8 Treasury and the Agencies note that the Act provides that the regu+ons shall 

require reasonable procedures for "verifying the identity of any person seeking to open an 

account." Because these transfers are not initiated by customers, these accLnts do not 

fall within the scope of section 326. 9 

7 This exclusion is consistent with legislative history indicating that by referencing the term "customers," 
Congress intended "that the regulations prescribed by Treasury take an approach similar tJ that of 
regulations promulgated under title V of the Gramm-Leach~Bliley Act of 1999, where theiFederal 
functional regulators defined 'customers' and 'customer relationship' for purposes of the fiinancial privacy 
rules." H.R. Rep. No. I 07-250, pt. 1, at 62 (200 1 ). The definitions of "customer" and "dustomer 
relationship" in the financial privacy rules apply only to a consumer who has a "continuink relationship" 
with a bank, for example, in the form of a deposit or investment account, or a loan. See .~(h) and (i) of 12 
CFR part 40 (OCC); 12 CFR part 216 (Board); 12 CFR part 332 (FDIC); 12 CFR part 573 (OTS); and 12 

CFR part 716(NCUA). I 

8 In many cases, these third parties are themselves "financial institutions" for purposes oflthe BSA. 
Treasury anticipates that these third parties ultimately will be subject to their own customer identification 
rules implementing section 326 of the Act in the event that they are not presently coveredlby such a rule. 
9 Nevertheless, there may be situations involving the transfer of accounts where it would 0e appropriate for 
a bank, as part of the customer due diligence procedures required under existing regulatiohs requiring 
banks to have compliance programs implementing the BSA (BSA compliance programs),~ to verify the 
identity of customers associated with accounts that it acquires from another financial institution. Treasury 
and the Agencies expect financial institutions to implement reasonable procedures to detclct money 

laundering in any account, however acquired. 
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Treasury and the Agencies generally agree with the view expressed by 

commenters who suggested that a bank's limited resources be focused on relltionships 

that pose a higher risk of money laundering and terrorism. Accordingly, the Agencies 

have included an exception to the definition of "account" for accounts openr for the 

purpose of participating in an employee benefit plan established pursuant to rhe 

Employee Retirement Income Security Act of 1974. These accounts are less susceptible 

to use for the financing of terrorism and money laundering, because, among other 

reasons, they are funded through payroll deductions in connection with employment 
I 

plans that must comply with Federal regulations which impose various requirements 

regarding the funding and withdrawal of funds from such accounts, including low 

contribution limits and strict distribution requirements. 

Section 103.121 (a)(2) Bank. The proposal jointly issued by Treasury and the 

Agencies applied to any financial institution defined as a "bank" in 31 CFR 103.11 (c) 

and subject to regulation by one of the Agencies, including banks, savings associations, 

credit unions, Edge Act and Agreement corporations, and branches and ageLies of 

foreign banks. The proposed definition also included "any foreign branch 1f an insured 

bank" to make clear that the procedures required by the rule would have to be 

implemented throughout the bank, no matter where its offices are located. he preamble 

for the proposal explained that the rule would apply to bank subsidiaries to fhe same 

extent as existing regulations requiring banks to have BSA compliance programs. 
10 

As 

10 All insured depository institutions currently must have a BSA compliance program. See 12 CFR 21.21 
(OCC); 12 CFR 208.63 (Board); 12 CFR 326.8 (FDIC); 12 CFR 563.177 (OTS); and 12 dFR 748.2 
(NCUA). In addition, all financial institutions are required by section 352 of the Act, 31 ~.S.C. 5318(h), to 
develop and implement an anti-money laundering program. Treasury issued a regulation implementing 
section 352 providing that a financial institution regulated by a Federal functional regulat~r is deemed to 
satisfy the requirerrents of section 5318(h)( 1) if it implements and maintains an anti-mon~y laundering • I 

program that complies with the regulation of its Federal functional regulator, i_&, the requirement to 

14 
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described above, a second proposal issued simultaneously by Treasury applied to certain 

other financial institutions defined as a "bank" in 31 CFR 1 03.11 (c), namely, those credit 

unions, private bafiks, and trust companies that do not have a Federal functional 

regulator. 

Under the final rule, "bank" includes all financial institutions covered by both of 

the proposals described above, except that "bank" does not include any foreign branch of 

an insured U.S. bank. Several commenters explained that the proposal to cofer foreign 

branches might conflict with local laws applicable to branches of insured banks operating 

outside of the United States and might place U.S. institutions at a competitJ 

disadvantage. Consistent with the approach taken with respect to final regulltions 

implementing other sections of the Act, 11 Treasury and the Agencies have dtennined 

that foreign branches of insured U.S. banks are not covered by the final rule. 

Nevertheless, Treasury and the Agencies encourage each bank to implement! an effective 

CIP, as required by this final rule, throughout its organization, including in ifs foreign 

branches, except to the extent that the requirements of the rule would conflict with local 

law. 

As noted in the preamble for the proposal, the CIP must be a part of a bank's BSA 

compliance program. Therefore, it will apply throughout such a bank's U.,. operations 

(including subsidiaries) in the same way as the BSA compliance program requirement. 

However, all subsidiaries that are in compliance with a separately applicable. industry-

. I 

I 

implement a BSA compliance program. See 31 CFR 103.120(b); 67 FR 2113 (April29, 2002). However, 
Treasury temporarily deferred subje.cting certain non-Federally regulated banks to the antitmoney 
laundering program requirements in section 352. See 67 FR 67547 (November 6, 2002) (corrected 67 FR 

68935 (November 14, 2002)). I 

11 See. e. I?:., 67 FR 60562, 60565 (Sept. 26, 2002) (FinCEN's regulation titled "Anti-Monel)' Laundering 
Requirements -Correspondent Accounts for Foreign Shell Baoks: Recordkeeping and Tertniriation of 
Correspondent Accounts for Foreign Banks" implementing sections 313 and 319(b) of the Act). 
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specific rule implementing section 326 of the Act will be deemed to be in compliance 

with this final rule. 

Section 103.121 (a)(3) Customer. The proposal defined "customer" o mean any 

person12 seeking to open a new account. In addition, the proposal defined a "customer" 

to include any signatory on an account. The preamble for the proposal explained that the 

term "customer" included a person that applied to open an account, but not I omeone 

seeking information about an account, such as rates charged or interest paid on an 

account, if the person did not apply to open an account. The preamble also stated that 

any person seeking to open an account at a bank, on or after the effective dar of the final 

rule, would be a "customer," regardless of whether that person already had an account at 

the bank. 

This proposed definition prompted a large number of comments. First, nearly all 

commenters recommended that the Agencies clarify in the text of the final Le that 

"customer" does not include a person who does not receiVe banking servicl, such as a 

:::::e ::s:0:e:a:: :e::: .~::~::::~ :: ::~:~:a ::::::::s:p::~~:J~:c:::::~.:ed 
as did the proposed rules for broker-dealers, mutual funds, futures commistn merchants 

and introducing brokers. 

Treasury and the Agencies agree with the view expressed by some <!:ommenters 

that the statute should be construed to ensure that banks design procedures lo determine 

the identity of only those persons who open accounts. Accordingly, the fi1 rule defines 

12 The proposed rule defined "person" by reference to § 1 03.ll(z). This definition includes individuals, 
corporations, partnerships, trusts, estates, joint stock companies, associations, syndicates, ~oint ventures, 
other unincorporated organizations or groups, certain Indian Tribes, and all entities cogni 

1 

able as legal 
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a "customer" as "a person that opens a new account."13 For example, in the case of a 

trust account, the "customer" would be the trust. For purposes of this rule, a bank will 

not be required to look through trust, escrow, or similar accounts to verify the identities 

of beneficiaries and instead will only be required to verify the identity of the named 

accountholder. 14 In the case of brokered deposits, the "customer" will be the broker that 

opens the deposit account. A bank will not need to look through the deposit broker's 

account to determine the iientity of each individual sub-account holder; it need only 

verify the identity of the named accountholder. 

Many commenters requested that the final rule clarify whether "cust0mer" 

includes a minor child or an informal group with a common interes~ such j a club 

accoun~ where there is no legal entity. The final rule addresses these comjents by 

providing that "customer" means "an individual who opens a new account fir (l) an 

individual who lacks legal capacity, such as a minor; or (2) an entity that is lot a legal 

person, such as a civic club." 

A few banks stated that defining "customer" to include a signatory ras consistent 

with their current practice of verifying the identity of the named accounthoTer and any 

signatory on the account. However, most commenters strenuously objected to the 

inclusion of a signatory as a customer whose identity must be verified, and ~asserted that 

this proposed requirement would deviate significantly from their current blness 

personalities. Treasury and the Agencies agr~e that it is not necessary to repeat this definilltion. Therefore, 
it is omitted from the final rule. 
13 Therefore, each person named on a joint account is a "customer" under this final rule unless otherwise 

p,rovided. I 
4 However, based on a bank's risk assessment of a new account opened by a customer th1at is not an 

individual, a bank may need to take additional steps to verify the identity of the customer by seeking 
information about individuals with ownership or control over the account in order to identlify the customer, 
as described in§ 103.12l(b)(2)(ii)(C), or may need to look through the account in connection with the 
customer due diligence procedures required under other provisions of its BSA compliance program. 
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practices. These commenters stated that requiring banks to verify signatories on an 

account would be enormously burdensome to the financial institutions and signatories 

themselves- many of whom simply. work as employees for finns with corpJate accounts 

-- and would outweigh any benefit. 15 One commenter asserted that inclusiJ of . 

I 
signatories as customers went beyond the scope of section 326 of the Act. Allthough 

some commenters advocated that any requirement regarding a signatory sholld be 

omitted altogether, these commenters generally advocated a risk-based apprlach that 

would give banks the discretion to determine when a signatory's identity shLid be 

verified. 

Credit card banks, in particular, were critical of the signatory requirement because 
- I 

the proposed provision, as drafted, encompassed all authorized users of cred[t cards. 

These banks characterized the signatory requirement as unnecessary in the else of credit 

card companies, which, they explained, already use sophisticated fraud filtJs to detect 

fraud and abnonnal use. These banks also noted that a person need not be a signatory to 

use another person's credit card, especially when purchasing products by telephone or 

I 
over the Internet. Therefore, the signatory requirement would not necessarily ensure that 

banks would be able to verify the identity of those using a credit card accoult 

15 Commenters contended that banks and individuals would confront numerous practical problems. Some 
commenters noted, for example, that the identification and verification of signatories could be burdensome 
for banks because business accounts might have many signatories and those signatories w~uld change over 
time. Some commenters explained that collecting detailed information about an employe~ who is a 
signatory would raise privacy concerns for those employees who would be required to disdlose personal 
information to their employer's financial institutions. Other commenters stated that a sign~tory rarely is 
present at the time of account opening and, consequently, a bank would encounter substantial obstacles 
when attempting to verify the signatory's identity using any of the most common methods/described in the 
proposal, including by examining documents or by obtaining a credit report. (Under the Fair Credit 
Reporting Act (FCRA), a consumer reporting agency generally may furnish a consumer rdport in 
connection with transactions involving the consumer and no other. See 15 U.S.C. 1681 b.jThus, for 
example, a bank would be prohibited from obtaining a credit report to verify the identity of an authorized 1 

user oh c,stomer' sccedil card.) IS · -'-···--· ------- ______ ,_. ___________ .. _____ j 
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After revisiting the issue of whether a signatory should be a "customer," Treasury 

and the Agencies have determined that requiring a bank to expend its limited resources 

on verifying the identity of all signatories on accounts could interfere with th~ bank's 

ability to focus on identifying customers and accounts that present a higher risk of not 

being properly identified. Accordingly, the proposed provision defining "J tamer" to 

include a signatory on an account is deleted. Instead, the final rule, at§ 

103.12l(b)(2)(ii)(C), requires a bank's CIP to address situations when the bank will take 

additional steps to verify the identity of a customer that is not an individual Jy seeking 
I 

information about individuals with authority or control over the account, including 

. signatories, in order to verify the customer's identity. 

In addition to defining who is a "customer," the final rule contains a ilist of entities 

that will not be deemed "customers." Many commenters questioned why a bank should 

be required to verify the identity of a government agency or instrumentality opening a 

new account, or of a publicly-traded company that is subject to SEC reporting 

requirements. Consistent with these and other comments urging that the finll rule focus 

on requiring verification of the identity of customers that present a higher Jk of not 

being properly identified, the final rule excludes fromthe definition of "cuslomer" the 

following readily identifiable entities: a financial institution regulated by a rderal 

functional regulator; a bank regulated by a state bank regulator; and governmental 

agencies and instrumentalities, and companies that are publicly traded desc1ibed in 

§ 1 03.22( d)(2)(ii)-(iv). 16 Section 1 03.22( d)(2)(iv) exempts such companies only to the 

16 Treasury previously determined that banks should be exempted from having to file reports of transactions 
in currency in connection with these entities. See 31 CFR 103.22(d)(l). 
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extent of their domestic operations. Accordingly, a bank's CIP will apply to any foreign 

offices, affiliates, or subsidiaries of such entities that open new accounts. 

A great many commenters also objected to the requirement in § 103.121 (b )(2)(ii) 

of the proposed rule that a bank verify the identity of an existing customer Jeking to 

I 
open a new account unless the bank previously verified the customer's identity in 

accordance with procedures consistent with the proposed rule and continues ~o have a 

reasonable belief that it knows the true identity of the customer. These commenters 

asserted that such a requirement would be burdensome for the bank and walld upset 

existing customers. Some commenters recommended that the rule apply pjspectively to 

new customers who previously had no account with the bank. Many commLers 

suggested that the final rule contain a risk-based approach where verificatiot would not 

be required for an existing customer who opens a new account if the bank has a 

reasonable belief that it knows the identity of the customer, regardless of thl procedures 

the bank followed to fonn this belief. 

Treasury and the Agencies acknowledge that the proposed rule migHt have had 

I 
unintended consequences for bank-customer relationships and that the risk-based 

approach suggested by commenters would avoid these consequences. Acc,rdingly, the 

final rule excludes from the definition of "customer" a person that has an ersting account 

with the bank, provided that the bank has a reasonable belief that it knows the true 

identity of the person. 17 

17 As a foreign branch of an insured U.S. bank is no longer a "bank" for purposes of this rule, a customer of 
a bank's foreign branch will no longer be "a person who has an existing account with the dank." Therefore, 
the bank must verify the identity of a customer of its foreign branch in accordance with its CIP if such a 
customer opens a new account in the U.S. 
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Section 1 03.12J(a)(4) Federal functional regulator. The proposed rmle defined 

"Federal functional regulator" by reference to § I 0 3.12 0( a )(2 ), meaning eaJ of the 

. I 
Agencies, the SEC, and the CFTC. There were no comments on this definition, and 

Treasury and the Agencies have adopted it as proposed. 1 
Section 103.121 (a)(5) Financial institution. The final rule includes new 

definition for the term "financial institution" that cross-references the BSA, 31 U.S.C. 

5312(a)(2) and (c)(l). This is a more expansive definition of"finaricial institution" than 

that in 31 CFR 103.11, and includes entities such as futures commission melchants and 

introducing brokers. 

Section I 03.121 (a)(6) Taxpayer identification number. The proposed rule 

repeated the language from§ 103.34(a)(4), which states that the provisions lf section 

6109 of the Internal Revenue Code and the regulations of the Internal ReveLe Service 

I 
thereunder detennine what constitutes "a taxpayer identification number." ~here were no 

comments on this approach, and Treasury and the Agencies have adopted it substantially 

as proposed, with minor technical modifications. 

Section 103.121 (a)(7) and (8) US. Person and non-US. person. Tfu.e proposed 

rule provided that "U.S. person" is an individual who is a U.S. citizen, oral entity · 

established or organized under the laws of a State or the United States. A ton-U.S. 

person" was defined as a person who did not satisfy either of these criteria. 

As described in greater detail below, a bank is generally required to obtain a U.S. 

taxpayer identification number from a customer who opens a new account. However, if 

the customer is a non-U.S. person and does not have such a number, the bahk may obtain 

21 
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an identification number from some other form of government- issued document 

evidencing nationality or residence and bearing a photograph or similar safeLard. 

Several commenters suggested that it would be less confusing to bantrs if "U.S. 

person" meant both a U.S. citizen and a resident alien, consistent with the de~nition of 

this term used in the Internal Revenue Code (IRS definition). 18 A few comlnters 

criticized the proposed definition because it would require banks to estab!J whether a 

customer is or is not a U.S. citizen. 

Treasury and the Agencies believe that the proposed definition of "I.S. person" is 

a better standard for purposes of this final rule than the IRS definition. Adoption of the 

IRS definition of "U.S. person" would require bank staff to distinguish amotg various tax 

and immigration categories in connection with any type of account that is Of?ened. Under 

the proposed definition, a bank will not necessarily need to establish whethe,~r a potential 

customer is a U.S. citizen. The bank will have to ask each customer for a U.S. taxpayer 

'd 'fi . b ( . I . b. I 'd 'fi . l 1 ent1 1cat10n num er soc1a secunty num er, emp oyer 1 entl 1cat10n numwer, or 

individual taxpayer identification number). If a customer cannot provide ode, the bank 

may then acCept alternative forms of identification. For these reasons, the ctlfinition is 

adopted as proposed. 

Section 103.121 (b) Customer Identification Program: Minimum Requirements. 

Section103.!2l(b)(l) General Rule. The proposed rule required eJch bank to 

implement a CIP that is appropriate given the bank's size, location, and typt of business. 

The proposed rule required a bank's CIP to contain the s~tutorily prescriber procedures, 

described these procedures, and detailed certain minimum elements that eaah of the 

18 26 U.S.C. 770l(a)(30)(A). 
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procedures must contain. In addition, the proposed rule required that the CI : be written 

and that it be approved by the bank's board of directors or a committee ofth1 board. 

The proposed rule also stated that the CIP must be incorporated into fhe bank's 

BSA 19 compliance program and should not be a separate program. A bank's BSA 

compliance program must be written, approved by the board, and noted in tt bank's 

minutes. It must include (I) internal policies, procedures, and controls to elsure ongoing 

compliance; (2) designation of a compliance officer; (3) an ongoing employle training 

program; and ( 4) an independent audit function to test programs. The prea1ble for the 

proposal explained that the CIP should be incorporated into each of these tOur elements 

of a bank's BSA program. 

Most commenters agreed with the proposal's approach of allowing oanks to 

develop risk-based programs tailored to their specific operation, though sole of these 

commenters recommended that Treasury and the Agencies adopt an entirelJ risk-based 

approach without any minimum requirements while others reconunended a more 

prescriptive approach. Many commenters suggested that Treasury and the Agencies 

clarify the extent to which a bank could rely on a third party, especially an lffiliate, to 

perform some or all aspects of its CIP. 

Other commenters focused on the requirement that a bank's board r directors 

approve the CIP. These commenters urged Treasury and the Agencies to acilopt a 

regulation that states that the role of a bank's board of directors need only Je to approve 

broad policy rather than the specific methods or actual procedures that will be a part of a 

bank's CIP. One commenter recommended that the governing body of a financial 

institution be permitted to delegate its responsibility to approve the CIP .. 

23 0 
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The final rule attempts to strike an appropriate balance between flexTlity and 

detailed guidance by allowing a bank broad latitude to design and implemen1 a ClP that is 

tailored to its particular business practices while providing a framework of minimum 

standards for identifying each customer, as the Act mandates. Following the description 

of the procedures and minimum requirements for each element of a bank's Tp (identity 

verification, recordkeeping, comparison with government lists, and customer notice), the 

final rule contains a new section describing the extent to which a bank may Jely on a third 

party to perform these elements, described in detail below. 

The final rule removes the requirement that the bank's board of directors or a 

committee of the board must approve the bank's CIP because this requiremlnt is 

redundant. A bank's BSA compliance program must already be approved b~ the board. 

Treasury and the Agencies regard the addition of a CIP to the bark's BSA ,ompliance 

program to be a materiaL change in the BSA compliance program that will require board 

approval. The board of director's responsibility to oversee bank complianJ with section 

3 26 of the Act is a part of a board's conventional supervisory B SA compliaLe 

responsibilities that cannot be delegated to bank management. Therefore, a bank's board 

of directors must be responsible for approving a CIP described in detail sufficient for the 

board to determine that (I) the bank's CIP contains the minimum requiremlnts of this 

final rule; and (2) the bank's identity verification procedures are designed ti enable the 

bank to form a reasonable belief that it knows the true identity of the custoLr. 

Nevertheless, responsibility for the development. implementation, and daJo-day 

administration of the CIP may be delegated to bank management. 

19 See footnote 10, supra. 
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The final rule will apply to some non-Federally regulated banks that are not yet 

subject to an ant~ money laundering compliance program requirement. 
20 

THerefore, the 

final rule only requires that the CIP be a part of a bank's ant> money laundJing program 

once a bank becomes subject to an ant> money laundering compliance progrlm 

requirement. 21 
. . j 

Section I 03.121 {b)(2) Identity Verification Procedures. The propos· d rule 

provided that each bank must have a CIP that includes procedures for verifylng the 

identity of each customer, to the extent reasonable and practicable, based J the bank's 

assessment of certain risks. The proposed rule stated that these procedures lust enable 

the bank to form a reasonable belief that it knows the true identity of the cjtomer. 

Some commenters recommended that the identity verification requifment be 

waived for new customers that are well known to a senior officer of the bank. Some of 

these commenters endorsed such a waiver provided that a bank employee juld provide 

"an affidavit of identity" on behalf of the customer. 

· One commenter criticized the standard requiring a bank to have identity 

verification procedures "that enable the bank to form a reasonable beliefthjt it knows the 

true identity of the customer" as too subjective. This commenter suggested that a better 

standard would be lack of affirmative notice of deficiency in the identity process. 

Another commenter suggested that tie rule make clear that a bank is only r1quired to 

verify a customer's identity, to the extent reasonable and practical, in order lo establish 

that it has a reasonable basis for knowing the true identity of its customer. 

20 See footnote 10, supra. 
21 The final rule therefore provides that until such time as credit unions, private banks, and trust companies 
without a Federal functional regulator are subject to such a program, their CIPs must be a~proved by their 
boards of directors. 
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The final rule provides that a bank's CIP must include risk-based procedures for 

verifying the identity of each customer" to the extent reasonable and practiJ.ble. The 

final rule also states that the procedures must enable the bank to form a reasLable belief 

that it knows the true identity of the customer. As section 3 26 of the Act sjtes, a bank's 

affirmative obligation to verify the identity of its customer applies to "any pLson" rather 

than only to a person whose identity is suspect, as suggested by one commJter. 

Furthermore, Treasll")' and the Agencies have determined that the statutory lbligation to 

"verify the identity of any person" requires the bank to implement and follor procedures 

that allow the bank to have a reasonable belief that it knows the true identity of the 

customer. 

Given the flexibility built into the final rule, Treasury and the Agendes believe 

that it is not appropriate to provide special treatment for new customers kn,wn to bank 

personnel. In addition, permitting reliance on bank personnel to attest to tHe identity of a 

customer may be subject to manipulation. Accordingly, the final rule does Lt establish 

different rules for customers who are known to bank personnel. 

The final rule requires the identity verification procedures to be based upon 

relevant risks, including those presented by the types of accounts maintain,d by the bank, 

the various methods of opening accounts provided by the bank, and the types of 

identifying infonnation available. In addition to these risk factors, which Je specifically 

identified in section 326, the final rule states that the procedures should takl into account 

. I 

22 Other elements of the bank's CIP, such as procedures for record keeping or checking of government lists, 
are requirements that may not vary depending on risk factors. 
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the bank's size, location, and type of business or customer base, additional factors 

mentioned in the Act's legislative history. 23 

Section 103.121 (b)(2)(i) Customer Information Required. The prop0sed rule 

required that a bank's CIP must contain procedures that specify the identifylg 

information the bank must obtain from a customer. It stated that, at a minjum, a bank 

must obtain from each customer the following information prior to opening an account: 

(1) name; (2) address (a residential and mailing address for individuals, and principal 

place of business and mailing address for a person other than an individual)\ (3) date of 

birth for individuals; and (4) an identification number. 

Treasury and the Agencies received a variety of comments criticizill!g the 

requirement that a bank obtain certain minimum identifying information prirr to opening 

an account. Some commenters, including a trade association representing large financial 

institutions, recommended that a bank be permitted to open an account for t customer 

who lacks some of the minimum identifying information, provided that the lbank has 

formed a reasonable belief that it knows the true identity of the customer. Credit card 

banks explained that the minimum information requirement would create Joblems for 

retailers that offer credit cards at the point of sale. These commenters stateh that retailers 

were not likely to have the means to record identifying information other tJan what is 

currently collected. They suggested that when there are systems in place tj identify 

customers and detect suspicious transactions, th~ rule should require only Je collection 

of information that the credit card bank or card issuer deems necessary and appropriate to 

identify the customer. 

23 H.R. Rep. No. 107-250, pt. l, at 62 and 63 (2001). 
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Other commenters stated that the rule should notrequire a bank to o\Dtain the 

·minimum identifying information prior to account opening in every instanc~. Some of 

these commenters suggested tlnt a bank be pennitted to obtain the required infonnation 

within a reasonable time after the account is opened. Some commenters suJgested that 

the rule permit banks to obtain identifying information from a party other thL t.'le 

customer. This would arise, for example, when a bank offers a credit card ,ased on 

infonnation obtained from a credit reporting agency. Other commenters suggested that a 

bank also be required to obtain information about a customer's occupation, brofession or 

business, as this information is needed by a bank that intends to file a repoj of 

transactions in currency or a suspicious activities report on the customer. 

Consistent with the proposal, the final rule provides that a bank's CIP must 

contain procedures that specify the identifying information that the bank mlst obtain 

from each customer prior to opening an account. In addition, the rule specihes the four 

basic categories of information that a bank must obtain from the customer Jrior to 

opening an account. Treasury and the Agencies believe that requiring baJs to gather 

I 

these standard fonns of infonnation prior to opening an account is not overly burdensome 

because such identifying information is routinely gathered by most banks il the account 

opening process and is required by other sectionsof 31 CF R part l 03. Of lourse, based 

upon an assessment of the risks described above, a bank may require a custlmer to 

provide additional infonnation to establish the customer's identity. 

Treasury and the Agencies acknowledge that imposing this requirement on banks 

that offer credit card accounts is likely to alter the manner in which they do business by 

requiring them to gather additional infonnation beyond that which they currently obtain 

28 
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directly from a customer who opens an account at the point of sale or by tel,phone. 

Treasury and the Agencies are mindful of the legislative history of section J26, which 

indicates that Congress expected the regulations implementing this section tl be 

appropriately tailored for accounts opened in situations where the account hllder is not 

physically present at the financial institution and that the regulations should ~not impose 

requirements that are burdensome, prohibitively expensive, or impractical. 
24 

Therefore, Treasury and the Agencies have included an exception in the final rule 

for credit card accounts only, which would allow a bank broader latitude to obtain some 

infmmation from the, customer opening a credi.t card accoun~ and the remaiLng 

· c · &'. h. d h d. · · .I mtorrnatwn trom a t 1r party source, sue as a ere 1t reportmg agency, pnmr to 

extending credit to a customer. Treasury and the Agencies recognize that Jese practices 

I 

have produced an efficient and effective means of extending credit with little risk that the 

lender does not know the identity of the borrower. 

Treasury and the Agencies also received comments on the advisability of 

requiring banks to collect the specific identifying information (name, date dr birth, 

address, and identification number), as would have been required under the proposed 

rule. With respect to obtaining the customer's name, one commenter recommended that 

based on Texas law and banks' experience, a bank should be required to obLin the name 

under which the customer is doing business and the customer's legal name. The final 

rule continues to require that the bank obtain the customer's name, meaning a legal name 

that can be verified. As noted above, this is a minimum requirement, and a bank may 

also need to obtain the name under which a person does business in order to establish a 

reasonable belief it knows the true identity of the customer. 

0 
-0!-----~ 

24 H.R. Rep. No. 107·250, pt. l, at 63 (2001). 
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One trade association suggested that banks be pennitted to make a risk-based 

determination before requiring a customer to provide date of birth because +ny 

customers would prefer not to sl:nre this infonnation. One commenter stated that date of 

birth is not an important identifYing characteristic and should be deleted. jother 

commenter stated that credit card issuers do not request this information becluse it can 

raise fair lending issues. Finally, a few commenters noted that standardized mortgage 

applications require age rather than date of birth and would have to be altere

1

d. 

The final rule provides that a bank must obtain the date of birth for a customer 

who is an individual. Treasury and the Agencies believe that date of birth il an important 

identifying characteristic and can be used to provide a bank or law enforcement with an 
. I 

additional means to distinguish between customers with identical names. However, the 

required collection ard retention of information about a customer's date of iirth does not 

relieve the bank from its obligations to comply with anti-discrimination lal or 

regulations, such as the prohibition in the Equal Credit Opportunity Act ag1inst 

d. . . . . f d' . h b . f l h'b' d Jstnmmatlon m any aspect o a ere It transactiOn on t e as1s o age or otner pro 1 1te 

classification. Banks collecting date of birth from individual customers sh,uld be able to 

take reasonable measures to convert this infonnation into age for purposes 0f the fonns 

·. I 

used in the secondary mortgage market given the delayed compliance date for the final 

rule. 

Many commenters criticized the requirement that a bank obtain bot~ the 

customer's physical and mailing address, if different. Most commenters urged Treasury 

and the Agencies to eliminate the requirement that the customer provide a ~hysical 
address. Some of these commenters stated that this requirement could intJfere with the 
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ability of certain segments of the population to obtain a bank account, such as members 

of the military, persons who reside in mobile homes with no fixed address, jnd truck 

drivers who do not have a physical address. Banks that offer credit card acclunts and 

. card issuers stated that the address requirement would be extremely burdensrme because · 

they would have to change the manner in which they do business, and in some cases, 

credit card banks currently do not have the capacity to collect both addressJ Some of 

these commenters stated that new credit card customers are reluctant to give more than 

one address and, therefore, it would be difficult to obtain this information from 

customers. A trade association representing credit card banks asserted that Lstomers 

may have a legitimate reason for handling correspondence through post offire boxes and 

should not have to provide a physical address. This commenter asserted that requiring 

the customer to provide a physical address will discourage the provision ofhnancial 

services to the unbanked and will prevent a victim of identity theft from usilg an 
I 

alternative to an unsecured home mailbox. Another commenter noted that the physical 

address of a customer's principal place of business may not be relevant if tJe bank is 

working with a customer's local office. This commenter recommended th.l the rule 

simply permit the bank to obtain the customer's street address. Credit card banks and 

issuers urged Treasury and the Agencies to make the requirement that a bank obtain the 

customer's physical address optional. 

Section 326 of the Act requires Treasury and the Agencies to prescre 

regulations that require financial institutions to implement "reasonable prordures." 

Accordingly, under the final rule, a bank will not be required to obtain more than a single 

address for a customer. Nonetheless, Treasury and the Agencies believe tL the 
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identification, verification, and recordkeeping provisions of the Act, taken together, 
. I 

should provide appropriate resources for law enforcement agencies to investigate money 

laundering and terrorist financing. The final rule therefore provides that a blnk generally 

must obtain a residential or business street address for a customer who is an individual 

because Treasury and the Agencies have determined that law enforcement agencies 

should be able to contact an individual customer at a physical location, rathJ than solely 

through a mailing address. Treasury and the Agencies recognize that this prlvision may 

be impracticable for members of the military who cannot readily provide a Jhysical 

address, and other individuals who do not lave a physical address but who tliably can be 

contacted. Accordingly, the final rule provides an exception under these cTumstances 

that allows a bank to obtain an Army Post Office or Fleet Post Office box number, or the 

I 

residential or business street address of next of kin or of another contact individual. For a 

customer other than an individual, such as a corporation, partnership, or trut, the bank 

may obtain the address of the principal place of business, local office, or oJer physical 

location of the customer. Of course, a bank is free to obtain additional addLses from the 

customer, such as the customer's mailing address, to meet its own or its cuslomer's 

business needs. 

The proposal required that banks obtain an identification number from customers. 

For U.S. persons, a bank would have been required to obtain a U.S. taxpayj, 
I . 

identification number. For non-U.S. persons, a bank would have been required to obtain 

a number from various alternative fonns of government- issued identificati,l. 

One commenter stated that this requirement would not be burdensome. 
. I 

Commenters representing certain consumer advocacy groups commended Treasury and 
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the Agencies for providing banks with the discretion to accept alternative forms of 

identifying information from non-U.S. citizens. These commenters stated ttl this 

position would assist low- income immigrants in gaining financial stability. By contrast, 

some commenters stated that the final rule should not permit a bank to ope11! an account 

for a customer using only a foreign identification number when the custom,r provides a 

U.S. address. Other commenters asked for guidance on whether a bank is ~rmitted to 

accept a number from the identification document issued by a foreign government. A 

few commenters urged the government to require a national identification 1cument for 

all individuals. 

Other commenters, primarily credit card banks, stated that the requirement that a 
. I 

bank obtain a U.S. taxpayer identification number from U.S. persons would create 

considerable hardship. They stated that new credit card customers are reljtant to give 

out their social security numbers, especially over the telephone. They urgel that banks 

be given the discretion to collect identifying information, other than sociallecurity 

numbers, when appropriate in light of consumer privacy and security conc,ms. In the 

alternative, they recommended that banks be permitted to obtain a U.S. taxpayer 

identification number for U.S. persons from a trusted third party source, sjh as a credit 

reporting agency. 

Some commenters questioned what number to use for accounts opened in the 

name of a bowling league or class reunion, or to accept donations for a speLl cause. 

Other commenters questioned what number could be obtained from foreigl businesses 

and enterprises that have no taxpayer identification number or other goverlment- issued 

documentation. 
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The final rule provides that a bank must obtain an "identification number" from 

every customer. As discussed above, under the definition of "customer," th1 final rule 

permits a bank to obtain the identification number of the individual who opjns an account 

in the name of an individual who lacks legal capacity, such as a minor, or a livic group, 

such as a bowling league. 

After reviewing the comments, Treasury and the Agencies have detrmined that 

requiring a bank to obtain a customer's identification number, such as a social security 

number, from the customer himself or herself, in every case, including over the 

telephone, would be unreasonable and impracticable because it would be contrary to 

banks' current practices and could alienate many potential customers. AccLdingly, 

Treasury and the Agencies have adopted an exception for credit card accoults that will 

permit a bank offering such accounts to acquire infonnation about the custLer, 

· including an identification number, from a trusted third party source priortl extending 

credit to the customer, rather than having to obtain this information directly from the 

customer prior to opening an account. 

The final rule also provides that for a non-U.S. person, a bank must obtain one or 

more of the following: a taxpayer identification number (social security nrber, 

individual taxpayer identification number, or employer identification numl:tr); passport 

number and country of issuance; alien identification card number; or number and country 

f . f h . . d d 'd . . 1'1 'd o tssuance o any ot er government-Issue ocument ev1 encmg nat10na It)' or rest ence 

and bearing a photograph or similar safeguard. This standard provides a bL< with some 

flexibility to choose among a variety of identification numbers that it may Lcept from a 
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non-U.S. person. 25 However, the identifying information the bank accepts must permit 

the bank to establish a reasonable belief that it knows the true idertity oftJ customer. 

Treasury and the Agencies emphasize that the final rule neither endLes nor 

prohibits bank acceptance of information from particular types of identificaLn 

documents issued by foreign governments. A bank must decide for itself, ll

1
1ased upon 

appropriate risk factors, including those discussed above (the types of acco nts 

maintained by the bank, the various methods of opening accounts provided by the bank, 

the other types of identifying information available, and the bank's size, loaation, and 

customer base), whether the information presented by a customer is reliabJ 

Treasury and the Agencies recognize that a foreign business or entebrise may not 

have a taxpayer identification number or any other number from a goveJent-issued 

document evidencing nationality or residence and bearing a photograph or limilar 
. I . 

safeguard. Therefore, the final rule notes that when opening an account fo1 such a 

customer, the bank must request alternative government- issued documenta ion certifying 

the existence of the business or enterprise. 

The proposal also contained a limited exception to the requirement that a bank 

obtain a taxpayer identification number from a customer opening a new aclount. The 

exception permitted a bank to open an account for a person other than an Jdividual (such 

I 

as a corporation, pattnership, or trust) that has applied for, but has not received, an 

employer identification number (ElN), provided that the bank obtains a co~y of the 

application before it opens the account and obtains the EIN within a reasJable period of 

time after the account is established. The preamble for the proposed rule Jplained that 

25 The rule provides this flexibility because there is no uniform identification number that non-U.S. persons 
would be able to provide to a bank. See Treasury Department, "A Report to Congress in k.ccordance with 
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this exception was included for a new business that might need access to bahking 

services, particularly a bank account or an extension of credit, before it has leceived an 

EIN from the Internal Revenue Service. 

Some commenters questioned this limited exception for certain businesses. A 

few commenters suggested expanding the exception to include individuals tho have 

applied for, but have not yet received a taxpayer identification number. Another 

comrnenter stated that the exception provided no added benefit and would jdd to a bank's 

recordkeeping and monitoring burden. 

Treasury and the Agencies have determined that a bank should be afforded more 

flexibility in situations where a person, including an individual, has applied for, but has 

not yet received, a taxpayer identification number. Therefore, the final rule states that 

. instead of obtaining a taxpayer identification number from a customer prio1 to opening an 

account, the CIP may include procedures for opening an account for a customer 

(including an individual) that has applied for, but has not received, a taxpajer . 

identification number26 To Jessen the recordkeeping burden fur a bank thjt elects to use 

this exception, the final rule also provides that the bank's CIP need only iJJude 

procedures requiring the bank to confinn that the application was filed beflre the 

customer opens the account and to obtain the taxpayer identification numbt within a 

reasonable period of time after the account is opened. Thus, a bank will be able to 

exercise its discretion27 to detennine how to confirm that a customer has filed an 
. I 

Section 326(b) of the USA PATRJOT Act," October 21, 2002. 
26 This position is analogous to that in regulations issued by the Internal Revenue Service (IRS) concerning 
"awaiting-TIN [taxpayer identification number] certificates." The IRS permits a taxpayer to furnish an 
"awaiting-TIN certificate" in lieu of a taxpayer identification number to exempt the taxpahr from the 
withholding of taxes owed on reportable payments (i&, interest and dividends) on certain accounts. See 26 
CFR 31.3406(g)-3. 
27 For example, the bank may wish to examine a copy of the application filed. 
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application for a taxpayer identification number rather than .having to keep a copy of the 

application on file. 

Section 1 03.121(b )(2 )(ii) Customer Verification. The proposed rule provided that 

the CIP must contain risk-based procedures for verifying the information t+ the bank 

obtains in accordance with§ 103.121 (b )(2)(i), within a reasonable period of time after the 

account is opened. 28 The proposed rule also described when a bank is requ~red to verify 

the identity of existing customers. 

Several commenters asked Treasury and the Agencies to underscore that these 

verification procedures may be risk-based by noting that a bank may verify less than all 

of the identifying information provided by the customer. Many commenters noted that 

there is currently no reliable, efficien~ or effective means of verifying a cu,lomer' s social 

security number. Some of these commenters asked the government to estaolish a method 

that would penn it banks to establish the authenticity and accuracy of a custlmer' s name 

and taxpayer identification number. 

Treasury and the Agerdes recognize that there currently is no method that would 

permit a bank to verify, for example, a taxpayer identification, passport or jlien 

identification number through an official source. Accordingly, the final rJ provides that 

a bank's CIP must contain procedures for verifying the ideo ti ty of the cust~mer, "using 

the information obtained in accordance with paragraph (b )(2)(i)," namely, the identifying 

infonnation obtained by the bank. Thus, a bank need not establish the acclacy of every 

28 The preamble for the proposed rule noted that, although an account may be opened, it is common 
practice among banks to place limits on the account, such as by restricting the number odransactions or the 
dollar value of transactions, until a customer's identity is verified. Therefore, the propose~ regulation 
provided the bank with the flexibility to use a risk-based approach to determine how soon identity must be 
verified. 
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element of identifying infonnation obtained but must do so for enough infonnation to 

form a reasonable belief it knows the true identity of the customer. 

Some commenters stated that they appreciated the flexibility of the wroposal 
. I . 

pennitting an institution to determine how soon identity must be verified. <Dther 

commenters asked Treasury and the Agencies to clarifj what is a "reasonaJle period of 

time." As stated in the preamble for the proposal, Treasury and the Agenct believe that 

the amount of time it will take an institution to verifY a customer's identity ray depend 

upon various factors, such as the type of account opened, whether the customer is 

physically present when the account is opened, and the type of identifYing Lformation 
. I 

available. For the same reasons, the final rule provides banks with the flexibility 

necessary to accommodate a wide range of situations by stating that the haL must verifY 

the identifYing information within a reasonable time after the account is op~ned. 29 

As discussed above .in the definition section, many commenters criticized the 

proposed approach regarding verification of existing customers that open nlw accounts. 

The final rule addresses these concerns by modifYing the definition of "cuslomer" to 

exclude a person who has an existing account with the bank if the bank h.J a reasonable 

belief that it knows the true identity of the person. 

Many commenters urged that the final rule continue to allow, but n0t mandate, 

documentary verification. A few commenters requested that the final rule brovide 

additional guidance on verification. Some commenters asked that the final rule clarify 

that a bank may choose to use only documentary methods and may refuse o open an 

29 It is possible that a bank would, however, violate other laws by permitting a customer tp transact 
business prior to verifying the customer's identity. See. e.2, 31 CFR part 500 (regulations ofTreasury's 
Office of Foreign Asset Control (OF A C) prohibiting transactions involving designated fo~eign countries or 

their nationals). 
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account using other methods. 

. The final rule addresses these comments by stating that a bank's CI I 's 

verification procedures must describe when the bank will use documents, nbn- . 

documentary methods, or a combination of both methods to verify a custoJr' s identity. 

Section 103.12l(b)(2)(ii)(A) Verification Through Documents. The proposed rule 

provided that the CIP must contain procedures describing when the bank J'll verify 

identity through documents and setting forth the documents that the bank rll use for this 

purpose. It then gave examples of documents that could be used to verify tlhe identity of 

individuals and other persons such as corporations, partnerships, and trusts. 

Most commenters noted that banks do not have the means to authenticate or 

validate documents provided by their customers and urged Treasury and thl Agencies to 

clarify that document authentication is not a CIP requirement. Treasury ani the Agencies 

wish to confirm that once a bank has obtained and verified the identity of Je customer 

through a document such as a driver's license or passport, the bank will nol be required to 

take steps to detennine whether the document has been validly issued. A b~nk generally 

may rely on goverilment- issued identification as verification of a customer]' identity; 

however, if a document shows obvious indications of fraud, the bank must!consider that 

factor in determining whether it can form a reasonable belief that it knows he customer's 

true identity. 

Some comment~rs also asked that Treasury and the Agencies providle more 

examples and discuss appropriate types of documentary identification in thl final rule or 

in separate guidance that banks may easily access. Commenters asked whjther a utility 

bill, or library card addressed to the same physical address and name of the person 
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seeking the account, or a foreign identification card, such as a foreign voter registration 

card or driver's license, would be acceptable. Some commenters questionel whether 

copies of documents would suffice. 

Given the recent increases in identity theft and the availability of fr udulent 

documents, Treasury and the Agencies agree with a commenter who sugge ted that the 

value of documentary verification is enhanced by redundancy. The rule gives examples 

of types of documents that are considered reliable. However, a bank is en I ouraged to 

obtain more than one type of documentary verification to ensure that it has a reasonable 

belief that it knows the customer's true identity. Moreover, banks are enc~ raged to use 

a variety of methods to verify the identity of a customer, especially when tIe bank does 

not have the ability to examine original documents. 

The final rule attempts to strike the appropriate balance between th benefits of 

requiring additional documentary verification and the burdens that may arise from such a 

requirement by providing that a bank's CIP must state the documents that l bank will use. 

This will require each bank to conduct its own risk-based analysis of the Jpes of 

documents it believes will enable it to know the true identity of its customts. 

The final rule continues to provide an illustrative list of identificatiL documents. 

For an individual, these may include an unexpired govenunent- issued idelificat ion 
. . I 

evidencing nationality or residence and bearing a photograph or similar safeguard, such 

as a driver's license or passport. For a person other than an individual, th,le may include 

documents showing the existence 0 f the entity, such as certified articles orncmporation, 

a government-issued business license, a partnership agreement, or a trust instrument. 

Some commenters questioned whether the examples of identificatt documents 
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given for persons other than individuals would be reliable. One commenter quesrioned 

whether trust documents alone would be sufficient verification of identity. Another 

commenter suggested allowing banks to rely on a certification by the trustee, or in 

appropriate legal opinion, rather than the trust instrument to verify the existence of a 

trust. Someone else suggested that banks should be allowed to rely on documerrion 

consisting of evidence that a business is either publicly traded or is authorized tCD do 

business in a state or the United States. 

The examples provided in the final rule were intended only to illustrate the 

documents a bank might use to verify the identity of a customer that is a corpo1ation, 

partnership, or trust. A bank may use other documents, provided that they aliT the bank 

to establish that it has a reasonable belief that it knows the true identity of its customer. 

Accordingly, the final rule makes no significant changes to the examples. 

Section 103.121 (b)(2)(ii){B) Non- Documentary Verification. Recognizing that 

. . I 

some accounts are opened by telephone, by mail, and over the Internet, the pr0posed rule 

provided that a bank's CIP also must contain procedures describing what no, 

documentary methods the bank will use to verify identity and when the bank fill use 

these methods (whether in addition to, or instead of, relying on documents). The 

preamble for the proposed rule also noted that even if the customer presents tntification 

documents, it may be appropriate to use non-documentary methods as well. 

The proposed rule gave examples of non-documentary verification methods that a 

bank may use, including contacting a customer after the account is opened; lbtaining a 

financial statement; comparing the identifying infonnation provided by the Lstomer 

against fraud and bad check databases to determine whether any of the infoiation is 
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associated with known incidents of fraudulent behavior (negative verification); 

comparing the identifYing information with information available from a trusted third 

party source, such as a credit report from a consumer reporting agency (positive 

verification); and checking references with other financial institutions. The preamble for 

the proposed rule stated t'lat a bank also may wish to analyze whether there is ljgical 

consistency between the identifying information provided, such as the custome1's name, 

street address, ZIP code, telephone number, date of birth, and social security number 

(logical verification). 

The proposal required that the procedures address situations where an individual, 

such as an elderly person, legitimately is unable to present an unexpired govelent

issued identification document that bears a photograph or similar safeguard; th~ bank is 

not familiar with the documents presented; the account is opened without obtaining 

documents; the account is not opened in a fawto-face transaction, for examplr over the 

phone, by mail, or through the Internet; and the type of account increases the uisk that the 

bank will not be able to verify the true identity of the customer through doculents. 

Several commenters asked for additional guidance regarding when nol 

documentary verification methods should be used in addition to documentary verification 

methods and the circumstances in which only one or all of the non-documentary 

verification methods listed are necessary. Commenters also asked for guidale on audit 

methodology, and an explanation of thO due diligence required for verificatil of 
. I 

accounts opened by telephone, mail, and through the Internet. A few commenters 

suggested that reference to verification, where a bank compares infonnation provided by 
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the customer with information from trusted third party sources, be expressly mentioned in 

the final rule. 

As the large number of comments on this section illustrates, a rule that arempted 

to address every scenario and combination of risk-factors that a bank might confront 

would be extremely complex and invariably would fail to address many situatials. 
. I 

Rather than adopt a lengthy and potentially unwieldy rule that still would not address 

every situation, Treasury and the Agencies have concluded that it would be mole 

effective to adopt general principles that are. fleshed out through examples. ThLefore, 

the final rule states that for a bank relying on non-documentary verification melhods, the 

CIP must contain procedures that describe the non-documentary methods the blnk will 

use. 

The final rule generally retains the illustrative list of non-documentary methods 

contained in the proposaL Treasury and the Agencies have clarified that one lethod is 

'~independently verifying the customer's identity through the comparison of i~onnation 
provided by the customer with information obtained from a consumer reportijg agency, 

public database, o; other source," rather than verifying "documentary informlion" 

through such sources. 

The final rule also retains the variety of situations that the procedures must 

address that were identified in tre proposal, with the following two changes. First, 

because "transaction" is a defined term in 31 CFR part 103, instead of using the term 

"face-to-face transaction," the final rule states that the procedures must addjss the 

situation where a customer opere an account without appearing in person at lhe bank. 

Second, the final clause of this provision provides that the CIP must include procedures 
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to address situations where the bank is otherwise presented with circumstances ~hat 

increase the risk that the bank will be unable to verify the true identity of a custlmer 

through documents. This clause acknowledges that there may be circumstancJ beyond 

those specifically described in this provision when a bank should use non-docuLntary 

verification procedures. 

As stated in the preamble for the proposed rule, because identification documents 

may be obtained illegally and may be fraudulent, and in light of the recent incrLse in 

identity. theft, Treasury and the Agencies encourage banks to use non-documJtary 

methods even when the customer has provided identification documents. 

Section 103.121 (b)(2){ii)(C) Additional Verification {or Certain Customers. As 

described above, the proposed rule required the identification and verification lf each 

signatory for an account. Most commenters objected to this requirement as oierly 

burdensome, and, upon consideration of the points raised by the commenters, ~reasury 

and the Agencies agree that it is appropriate to delete it. For the reasons discussed below,_ 

however, the rule does require that a bank's CIP address the circumstances in which it 

will obtain information about such individuals in order to verify the customer identity. 

Treasury and the Agencies believe that while the majority of customers may be verified 
I 

adequately through the documentary or non-documentary verification metho<ils described 

in paragraphs (b )(2)(i i)( A) and (B), there rna y be instances where this is not Joss ib \e. 

The risk that the bank will not know the customer's true identity may be heiJhtened for 

certain types of accounts, such as an account opened in the name of a corporltion, 

partnership, or trust that is created or conducts substantial business in a jurisLtion that 
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has been designated by the United States as a primary money laundering concern or has 

been designated as non-cooperative by an international body. 

Obtaining sufficient information to verify a customer's identity can reduce the 

risk that a bank will be used as a conduit for money laundering and terrorist fij.ncing. 

Treasurj and the Agencies believe that a bank must identifY customers that pol a 

heightened risk of not being properly identified, and a bank's CIP must prescrlbe 

additional measures that may be used to obtain information about the identity lfthe 

individuals associated wnh the entity in whose name such an account is opene~ when 

standard documentary and non-documentary methods prove to be insufficient. 
I 

For these reasons, the requirement to verify the identity of signatories ~as been 

replaced by a new provision in the final rule that requires that a bank's CIP address 

situations where, based on the bank's risk assessment of a new account open~d by a 

customer that is not an individual, the bank also will obtain information about individuals 

with authority or control over st.eh account, including signatories, in order to verify the 

customer's identity. This additional verification method will only apply when the bank 

cannot adequately verify the customer's identity using the documentary and bon

documentary verification methods described in (b)(2)(ii)(A) and (B). Moreter, a bank 

need not undertake any additional verification if it chooses not to open an acrount when 

it cannot verify the customer's identity using standard documentary and non-

documentary verification methods. 

Section 103.121 {b){2){iii) Lack of Verification. The proposed rule s~ated that a 

bank's CJP must include procedures for responding to circumstances in whil

1

h the bank 

cannot form a reasonable belief that it knows the true identity of a customer. The 
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preamble for the proposed rule listed what these procedures should include. In addition, 

the proposal stated that a bank should only maintain an account for a customer when it 

can form a reasonable belief that it knows the customer's true identity. 
30 

The final rule retains the general requirement that a bank's CIP include 

procedures for responding to circumstances in which the bank cannot form a reasonable 

belief that it knows the true identity of the customer. However, the rule text ijelf now 

states that the procedures should describe the following: when a bank should dot open an 

account for a potential customer; the terms under which a customer may use t account 

while the bank attempts to verify the customer's identity; when the bank should close an 

account after attempts to verify a customer's identity have failed; and when thl bank 

should file a Suspicious Activity Report in accordance with applicable law anb 

regulation. 

One commenter stated that requiring a bank to close an account if it cannot verify 

a customer's identity would conflict with state laws and would subject the baL to legal 

liability. The commenter urged that if this provision is retained, the final rule also should 

shield banks from state regulatory and borrower liability in these circumstances. Other 

commenters asked that Treasury and the Agencies clarify that further investikation that 

results in failure to open an account will not trigger adverse action requiremLts under the 

· FCRA, IS U.S. C. \681 et seq. or the Equal Credit Opportunity Act (ECO A )115 U.S. C. 

1691 et seq. 

30 The preamble also explained that there are some exceptions to this basic rule. For example, a bank may 
maintain an account at the direction of a law enforcement or intelligence agency, even thoiligh the bank 

does not know the true identity of the customer. 
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The final rule does not specifically require a bank to close the account If a 

customer whose identity the bank cannot verify, but instead leaves this determination to 

the discretion of the bank. Treasury and the Agencies have determined that thlre is no 

statutory basis to create a safe harbor that would shield banks from state regullory or 

borrower liability if a bank should choose to close a customer's account. Any luch 

closure should lie consistent with the bank's existing procedures for closing acrunts in 

accordance with its risk management practices. Treasury and the Agencies also note that 
I 

a bank must comply with other applicable laws and regulations, such as the adverse 

action provisions under ECOA and the FCRA, when determining not to open L account 

because it cannot establish a reasonable belief that it knows the true identity J the 

customer. 31 

Section 103.121 (b)(3) Recordkeeping. 

Section 103.121 {b) (3 )(i) Required Records. The proposed rule set fo~h 

recordkeeping procedures that must be included in a bank's CIP. Under the wroposal, a 

bank would have been required to maintain a record of the identifying infojation 

provided by the customer. Where a bank relies upon a document to verify +ntity, the 

proposal would have required the bank to maintain a copy of the document that the bank 
I 

relied on that clearly evidences the type of document and any identifying in~onnation it 

may contain. The bank also would have been required to record the methods and result 

of any add i tiona! measures undertaken to Verify the identity of the customer I Last, the 

31 See 12 CFR 202.9(b) (Federal Reserve Regulation B that prescribes the form ofECOA notice and 
statement of specific reasons); 15 U.S.C. 1681 m (FCRA provision that provides for duties of users taking 
adverse actions on the basis of information contained in consumer reports from other third parties or 

affiliates). 
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bank would have been required to record the resolution of any discrepancy in the 

identifying infonnation obtained. 

This section of the proposed rule prompted the most comment. Thougi one 

commenter felt that the recordkeeping requirements in the proposed rule were reak, 

almost all other commenters identified the proposed documentation and record retention 

requirements as overly burdensome. Commenters urged Treasury and the A Jencies to 

penni! a bank to record the infonnation from the documents obtained rather Jan 

requiring banks to maintain copies of these documents for the life of the accalnt. 

Commenters generally argued that it would be difficult and very burdensome to store and 

retrieve copies of documents used to verify the identity of the customer. In audition, 
. I 

some commenters noted that many kinds of identification documents, particularly some 

new driver's licenses, have security features that prevent them from being cobied legibly. 

Other commOnters stated that copies of documents would be difficult to safe~uard and 

could facilitate identity theft. 

Commenters stated that requiring banks to keep copies of documents would 

substantially deviate from current banking practice and would violate certain states' laws. 

Banks offering credit card accounts through retailers, who require the custoler to 

provide identifying documents at the point of sale, strenuously opposed this requirement 

if it were interpreted to cover documents presented to the merchant. These commenters 

stated that copy machines are not usually available at the point of sale, and that the rule as 

proposed would require merchants to purchase large numbers of additional ropy 

machines. The commenters also anticipated that consumers would be greavly 

inconvenienced by this requirement and might have to endure lengthy waitj during any 
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busy shopping season. These commenters questiqned whether the risks of mary

laundering and the financing of terrorism through retail store credit cards, which 

genera\ly have relatively low credit limits, restrictions on pre-payment, and otJer features 

to detect fraud, warrant the imposition of these additional costs. 

Other commenters stated that requiring banks to keep copies of docum<tnts that 
I 

have pictures, such as driver's licenses, could expose the bank to allegations of unlawful 

discrimination, even if the retention of this information were not prohibited Jder ECOA. 

Some banks objected to this requirement on the grounds that it directly confljed with 

the position that the Agencies have traditionally taken on this issue, including the 

criticism of banks that have retained such information in their files when extending 

credit. 

Other commenters asked that a bank be permitted to record the processes and 

procedures genera\ly used for verification rather than being required to keep jecords of 

the methods used and the resolution for each and every account, especially where the 
. . I . 

bank uses standardized procedures for all customers and could demonstrate tlh.at these 

procedures were applied. Some commenters suggested that the final rule peLit banks to 

use a risk-based approach for recordkeeping. 

In light of the comments received, Treasury and the Agencies have rronsidered 

and modified the recordkeeping requirements of the proposed rule. The fin~ rule 

provides that a bank's CIP must include procedures for making and maintaining a record 

of a\1 information obtained under the procedures implementing the requiremrnt that a 

bank develop and implement a CIP. However, the final rule affords banks significantly 

more flexibility than did the recordkeeping provisions contained in the proplsal. Under 
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the final rule, a bank's records are to include "a description," rather than a copy, of any 

document upon which the bank relied in order to verify the identity of the custlmer, 

noting the type of document, any identification number contained in the doculent, the 

place of issuance, and, if any, the date of issuance and expiration date. The fil.l rule also 

clarifies that the record must include "a description" of the methods and result! of any 

measures undertaken to verify the identity of the customer, and of the resoluti1n of any 

"substantive" discrepancy discovered when verifying the identifying infonnation 

obtained, rather than any documents generated in connection with these measLes. 

As Treasury and the Agencies indicated in the preamble for the propolal, nothing 

in the rule modifies, limits, or supersedes section 101 of the Electronic SignaLes in . . 
I 

Global and National Commerce Act, Pub. L. !06-229, 114 Stat 464 (IS U.S.f. 7001) (E-

Sign Act). Thus, a bank may use electronic records to satisfy the requirements of this 

final rule, as long as the records are accurate and remain accessible in accordlnce with 31 

CFR 103.38(d). 

Section 103.121 (b)(3)(ii) Retention o(Records. 

The proposal required a bank to retain all of the records specified in ~he 

recordkeeping provision for five years after the date the account is closed. 

This requirement prompted strenuous objections. Assuming that coRies of the 
I . 

documents used to verify the identity of the customer would have to be retained, 

commenters asserted that retaining records until ftve years after the account is closed 

would be very burdensome. Some commenters noted that imaging is not a routine 

practice for community banks and could be costly: Banks offering credit clrd accounts 

.stated that the record retention requirement would require a change in fonnl, processes, 
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and systems, while also increasing storage costs. As credit cards do not have a specific 

term, commenters noted that banks would be required to keep these records forever, 

unless they are culled manually. Some commenters suggested that the retenti,n period be 

shortened, wtth suggestiOnS rangmg from one to three years after the account IS closed, 

while other commenters suggested that the period be shortened to five years frrm when 

the account is opened. Many commenters stated that two years from when the 

infonnation is obtained v.ould be consistent with other regulatory requiremenl, such as . 

the record retention requirements for an application for an extension of credit subject to 

ECOA (12 CFR 202.12(b)), 

By eliminating the requirement that a bank retain copies of the documents used to 

verify the identity of the customer, Treasury and the Agencies believe that thl final rule 
. . . I 

largely addresses the main concern of these commenters. However, Treasu1 and the 

Agencies also have determined that, while the. identifying information provi,ed by the 

customer should be retained, there is little value in requiring banks to retain the 

remaining records for five years after an account is closed because this infolation is 

likely to have become stale. Therefore, the final rule now preserVes a bifurl.ted record 

retention schedule that is consistent with the general five-year retention reqlement in 31 

CFR !03.38. First, the bank must retain the infonnation referenced in para~ph 
(b)(3)(i)(A) (that is, infonnation obtained about a custorrer), for five yearslfter the date 

the account is closed or, in the case of credit card accounts, five years after te account is 

closed or becomes donnant. Second, the bank need only retain the records !hat it must 

make and maintain under the remaining parts of the recordkeeping provisiol, paragraphs 
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(b)(3)(i)(B), (C), and (D) (that is, information that verifies a customer's identity) for ftve 

years after the record is made. 

Section 103.121 {b)(4) Comparison with Government Lists. The proposed rule 

required a bank to have procedures for determining whether the customer applrs on any 

list of known or suspected terrorists or terrorist organizations provided to the Jank by any 

Federal government agency. In addition, the proposal stated that the procedules must 

ensure that the bank follows all Federal directives issued in connection with sLh lists. 

Most commenters were concerned about how a bank would be able to determine 

what lists should be checked for purposes of this provision and how these lists would be 

made available. Some commenters asked that the final rule confinn that a baL will not 

have an affinnative duty to seek out all lists compiled by the Federal govemlent and 

would only be required to check lists provided to it by the Federal govemmelt. Some 

commenters noted that lists published by OFAC are published but are not prLided to 

financial institutions. 32 Many commenters urged that all lists within the meling of 

section 326 of the Act, be centralized, issued by a single designated goveJent agency, 

and provided to financial institutions in a commonly used electronic format. Some of 

these commenters suggested that instead of providing multiple lists, the government set 

up a single website that would penni! a bank to search for a name alphabetijally, similar 

to the 0 FA C list. Other commenters asked Treasury and the Agencies to cllrify what 

action a bank should take when a customer appears on a list. 

32 Nevertheless, the legislative history for this provision indicates that the lists Congress intended financial 
institutions to consult "are those already supplied to financial institutions by the Office of Foreign Asset 
Control (OF AC), and occasionally by law enforcement and regulatory authorities, as in th~ days 
immediately following the September 11,2001, attacks on the World Trade Center and thcl Pentagon." H.R. 

Rep. No. 107-250, pt. 1, at 63 (2001). 
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Commenters also asked for guidance regarding the timing of when the 

comparison must be performed and asked whether the lists could be checked affter an 

account is opened. Some commenters stated that there is no practical way for l financial 

institution to check lists prior to opening an account. 

The final rule states that a bank's CIP must include procedures for det,rrnining 

whether the customer appears on any list of known or suspected terrorists or terrorist 
I 

organizations issued by any Federal government agency and designated as such by 

Treasury in consultation with the Federal functional regulators. Because Trelury and 

the Federal functional regulators have not yet designated any such lists, the fital rule 

cannot be more specific with respect to the lists banks must check in order to comply 

with this provision. However, banks will not have an affirmative duty under this 

regulation to seek out all lists of known or suspected terrorists or terrorist organizations 

compiled by.the Federal government. Instead, banks will receive notificatiJ by way of 
. I 

separate guidance regarding the lists that must be consulted for purposes of this 

provision. 

Treasury and the Agencies have ~edified this provision to give guidance as to 

when a bank. must consult a list ofknown or suspected terrorists or terrorist 

organizations. The final rule states that the CIP' s procedures must require tne bank to 

make a determinat;on regarding whether a customer appears on a list "withit a 

reasonable period of time" after the account is opened, or earlier if required ~y another 

Federal law or regulation or by a Federal directive issued in connection witJ the 

applicable list. 
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The final rule provides that a bank's CIP must contain procedures requiring the 
I 

bank to follow all Federal directives issued in connection with such lists. Again, because 

there are no lists that have been designated under this provision as yet, the fiJI rule 

cannot provide more guidance in this area. 

Section 1 0 3.121 {b) (5) Customer Notice. The proposed rule would ha r required a 

bank's CIP to include procedures for providing bank customers with adequat~ notice that 

the bank is requesting information to verify their identity. The preamble for the proposal 

stated that a bank could satisfy that notice requirement by generally notifying its 

customers about the procedures the bank must comply with to verify their identities. It 

stated that the bank could post a notice in its lobby or on its Internet website, or provide 

customers with any other form of written or oral notice. 

Treasury and the Agencies received a large number of comments on this 

provision. Some commenters did not agree that section 326 of the Act requit notice to 

bank customers. Some of these commenters suggested that a bank's request for 

identifying information should be considered adequate notice. Other commenters did not 

question this requirement and stated that they appreciated the flexibility of Jis provision. 

However, a great many commenters asked for additional guidance on the coLent and 

timing of the notice and specifically requested that the final rule provide morel language 

so that all institutions represent the requirements of section 326 in the same manner and 

the adequacy of notice is not lefi to the interpretation of individual examinel. 

Section 326 provides that the regulations issued "shall, at a minimul, require 

fi 
'I'.. . I d . (f b' . d I . ) mancta mstttut10ns to 1mp ement, an customers a ter emg gtven a equate nottce to 

comply with reasonable procedures" that satisfy the statute. Based upon this statutory 
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requirement, the final rule requires a bank's CIP to include procedures for providing bank 
I 

customers with adequate notice that the bank is requesting information to verify their 

identities. However, the final rule provides additional guidance regarding wht 

constitutes adequate notice and the timing of the notice requirement. 

The final rule states that notice is adequate if the bank generally descrj"s the 

identification requirements of the final rule and provides notice in a manner reasonably 
I 

designed to ensure that a customer views the notice, or is otherwise given notice, before 

opening an account. The final rule also states that depending upon the mann1 in which 

an account is opened, a bank may post a notice in the lobby or on its website, include the 

notice on its account applications, or use any other furm of oral or written notice. In 

addition, the final rule includes sample language that, if appropriate, will be l.emed 

adequate notice to a bank's customers when provided in accordance with the 

requirements of this final rule. 

Section 103.121 (b)(6) Reliance on Another Financial Institution. ~any 

commenters urged that the final rule permit a bank to rely on a third party to I perform 

elements of the bank's CIP. For example, some commenters asked that the final rule 

clarify that a bank may use a third party service provider to perform tasks .ld keep 
I 

records.· Other commenters recommended that the rule should permit a third party to 

verify the identity of the bank's customer in indirect lending arrangements, for example, 

where a car dealer acting as aget1 of the bank extends a loan to a customer <Dr where a 

. I 

mortgage broker acts on a bank's behalf. Some commenters urged that the final rule be 

modified to more broadly permit financial institutions to share customer idltification 

and verification duties with other financial institutions so as to avoid each ttitution 
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having to undertake duplicative customer identification efforts. Some of these 

commenters suggested that a bank be permitted to allocate its responsibility to verify the 

customer's identity by contract with another financial institution as permitted in the 

proposed rule for broker-dealers. 

Other commenters requested that the final rule permit the CTP obligations to be 

performed initially by only one financial institution if a customer has differenl accounts 

with different affiliates. These commenters noted that it is common for a cuslomer to 

maintain several different accounts with a financial institution and its affiliatel. The 

same customer, for example, may have a credit card account with one affiliaJ, a home 

mortgage with another affiliate, and a brokerage account with a broker-dealJ affiliate. 

The commenters urged that a bank be permitted to rely on customer identifiJtion and 

verification performed by an affiliate because it would be superfluous and ulecessarily 
I 

burdensome to subject the same customer to substantially similar customer identification 

and verification procedures on multiple occasions. Furthermore, those com,enters urged 

Treasury and the Agencies to allow a bank to rely on an affiliate in order to ~duce the 

substantial costs of maintaining duplicative records regarding identity verification under 

the recordkeeping provisions of the rule. 

Treasury and the Agencies recognize that there may be circumstances where a 

bank should be able to rely on the performance by another financial institutt of some or 

all of the elements of the bank's CIP. Therefore, the final rule provides that a bank's CIP 

may include procedures specifying when the bank will rely on the performance by 

another financial institution (including an affiliate) of any procedures of the bank's CIP 

and thereby satisfy the bank's obligations under the rule. Reliance is permitted if a 

56 

0-----~ 



0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 0 

customer of the bank is opening, or has opened, an account or has established a similar 

banking or business relationship with the other financial institution to provide or engage 

in services, dealings, or other financial transactions. 

In order for a bank to rely on the other financial institution, such reliamce must be 

reasonable underthe circumstances, and the other financial institution must b

1

l subject to 

a rule implementing the ant~ money laundering compliance program requirements of 31 

U.S.C. 5318(h) and be regulated by a Federal functional regulator. The othej financial 

institution also must enter into a contract requiring it to certify annually to the bank that it 

has implemented its ant~ money laundering program and that it will perform (or its agent 

will perform) the specified requirements of the bank's CIP. The contract and certification 
I . 

will provide a standard means for a bank to demonstrate the extent to which Jt is relying 

on another institution to perform its CIP, and that the institution has in fact jgreed to 

perform those functions. If it is not clear from these documents, a bank mull be able to 

otherwise demonstrate when it is relying on another institution to perform its CIP with 

respect to a particular customer. 

The bank will not be held responsible for the failure of the other financial 

. I 
institution to adequately fulfill the bank's CIP responsibilities, provided the lbank can 

establish that its reliance was reasonable and that it has obtained the requisite contracts 

and certifications. Treasury and the Agencies emphasize that the bank and the other 

financial institution upon which it relies must satisfy all of these conditions set forth in 

the rule. If they do not, then the bank remains solely responsible for applying its own 

CIP to each customer in accordance with this regulation. 
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All of the Federal functional regulators are adopting comparable provisions in 

their respective regulations to permit such reliance. Furthermore, the Federal functional 

regulators expect to share information and to cooperate with each other to determine 

whether the institutions subject to their jurisdiction are in compliance with thl conditions 

of the reliance provision of this final rule. 

The final rule issued here does not affect a bank's authority to contract for 

services to be performed by a third party either on or offtle bank's premises! Thus, for 

example, a bank may contract with a third party service provider to keep its J~cords even 

when the bank does not act under the reliance provision set forth in the regulation. 
. I 

However, Treasury and the Agencies note that the performance of these services for 

Federally regulated banks 33 will be subject to regulation and examination by the Agencies 

under other applicable laws and regulations. See, s:.:&, 12 U.S.C. 1867. 

. The final rule also does not alter abank's.authority to use an agent t1 perform 

serv1ces on 1ts behalf. Therefore, a bank 1s perm1tted to arrange for a car dej'er or 

mortgage broker, acting as its agent in connection with a loan, to verify the identity of its 

customer. However, as with any other responsibility performed by an agent! and in 

contrast to the reliance provision in the rule, the bank ultimately is responJle for that 

agent's compliance with the requirements of this final rule. 

Section J03.12l(c) Exemptions. The proposed rule provided that tHe appropriate 

Federal functional regulator, with the concurrence ofTreasury, may byordlr or 

regulation exempt any bank or type of account from the requirements of thil section. The 

33 Because it lacks the specific statutory authority to regulate and examine service providers, NCUA, as a 
matter of safety and soundness, will require credit unions to document that their service p~oviders fully 
comply with this regulation and with the credit union's customer identification program. 
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proposal stated that, in issuing such exemptions, the Federal functional regulator and 

Treasury shall consider whether the exemption is consistent with the purposel of the 

BSA, consistent with safe and sound banking, and in the public interest. The ~roposal 
I 

stated that the Federal functional regulator and Treasury also may consider other 

necessary and appropriate factors. 

There were a number of comments suggesting that various types of accounts be 

exempted from the final rule. for example, several comrnenters suggested tlt accounts 

of Federal, state, and local governmental entities, public companies, and corrlspondent 

I 

banks be exempted from the final rule. One commenter suggested that student loan 

programs be exempted from the rule because current safeguards are sufficieJ to verify 

the identity of student loan borrowers. Another cornmenter suggested that s1.1l trust 
. I . 

companies and limited purpose banks that provide trust services be exempted from the 

rule, because such entities are more local in operation, would be burdened b~ the rule, 

and have fewer employees to ensure compliance. Yet another comrnenter sjggested that 

the NCUA exempt credit unions from the CIP requirements. 

Any suggested exemptions that Treasury and the Agencies have determined to be 

appropriate are incorporated into the definitions of "account" and "customl" !Or the 

reasons described above. The exemption provision of the final rule is esseolially adopted 

. I 

as proposed with respect to banks that have a Federal functional regulator. Because the 

. final rule will also apply to certain banks that do not have a Federal functiotal regulator, 

a new provision has been added to make clear that Treasury alone will make all 

determinations regarding exemptions for these institutions. 
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Section 103.121 (d) Other Information Requirements Unaffected. The proposal 

provided that nothing in § 1 0 3.121 shall be construed to relieve a bank of its lb ligations 

b 
. 'f . . . c . . . . h I . too tam, ven y, or mamtam tn1ormat10n m connectiOn wtt an account or transactwn 

- . I 

that is required by another provision in part 103. For example, if an account is opened 

with a deposit of more than $1 0,000 in cash, the bank opening the account mlst comp 1 y 

with the customer identification requirements in § 103.121, as well as with tt provisions 

of§ 103.22, which require that certain infmmation concerning the transactiol be reported 

by filing a Currency Transaction Report (CTR). There were no comments ol this 

provision. Therefore, Treasury and the Agencies have adopted this provisiJ generally as 
I 

proposed, except that it has been clarified to provide that nothing in § 103.121 should be 

construed to relieve a bank of any of its obligations, including its obligation! to obtain, 

verify, or maintain information in connection with an account or transaction that is 

required by another provision in part 103. 

ill. Conforming Amendments to 31 CFR 103.34 

Section 103.34(a) sets forth customer identification requirements wHen certain 

types of deposit accounts are opened. Together with the proposed rule impl~menting 
section 326, Treasury, on its own authority, proposed deleting 31 CFR 103.B4(a) for the 

following reasons. 

First, the preamble for the proposal explained that Treasury regards ~he 

requirements of§§ 103.34(a)(l) and (2) as inconsistent with the intent and purpose of 

section 326 of the Act and incompatible with proposed section 1 03.121. olnerally 

§§ 103.34(a)(l) and (2) require a bank, within 30 days after certain deposit accounts are 

opened, to secure and maintain a record of the taxpayer identification numoer of the 
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customer involved. If the bank is unable to obtain the taxpayer identification number 

within 30 days (or a longer time if the person has applied for a taxpayer iden~ification 

number), it need take no further action under§ 103.34 concerning the accounl if it 

maintains a list of the names, addresses, and account numbers of the persons for which it 

was unable to secure taxpayer identification numbers, and provides that infoumation to 

Treasury upon request. In the case of a non-resident alien, the bank is requit to record 

the person's passport number or a description of some other government d1urnent used 

to determine identification. These requirements conflicted with those in proposed 

§ 1 03 .121 which required a bank to obtain the name, address, date of birth aL an 

identification number from any person seeking to open a new account. 

Second, § 1 03.34(a)(3) currently provides that a bank need not obtain a taxpayer 
I 

identification number with respect to specified categories of persons 
34 

opening certain 

deposit accounts. Proposed§ 103.121 did not exempt any persons from the CIP 

requirements. Treasury requested comment on whether any of the exemptions in 
. . 

§ 1 03.34(a)(3) should apply in light of the intent and purpose of section 326 of the Act 

and the requirements of proposed § 103.121. 

34 The exemption applies to (i) agencies and instrumentalities of Federal, State, local, or foreign 
governments; (ii) judges, public officials, or clerks of courts of record as custodians offund

1

s in controversy 
or under the control of the court; (iii) aliens who are ambassadors; ministers; career diplom~tic or consular 
officers; naval, military, or other attaches offoreign embassies and legations; and members ioftheir 
immediate families; (iv) aliens who are accredited representatives of certain international organizations, and 
their immediate families; (v) aliens temporarily residing in the United States for a period ndt to exceed 180 
days; (vi) aliens not engaged in a trade or business in the United States who are attending alrecognized 
college or university, or any training program supervised or conducted by an agency of the Federal 
Government; (vii) unincorporated subordinate units of a tax exempt central organization th~t are covered by 
a group exemption letter; (viii) a person under 18 years of age, with respect to an account o:pened as part of a 
school thrift savings program, provided the annual interest is less than $1 0; (ix) a person o~ening a 
Christmas club, vacation club, or similar installment savings program, provided the annua~linterest is less 
than $1 0; and (x) non-resident aliens who are not engaged in a trade or business in the United States. 
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Third,§ l03.34(a)(4) also provides that IRS rules sha\1 determine whre number 

shall be obtained in the case of multiple account holders. In the preamble that 

accompanied its proposal, Treasury stated that this provision is inconsistent tith section 

326 of the Act, which requires that banks verify the identity of "any" person seeking to 

open an account. 

In addition, Treasury proposed deleting § 103 .34(b )(1) which requires a bank to 

keep "any notations, if such are normally made, of specific identifying infolation 

verifying the identity of the signer [who has signature authority over an acc,unt] (such as 

a driver's license number or credit card number)." Treasury stated that the quoted 
I . 

language in § I 03 .34(b )(I) is inconsistent with the pro posed requirements o~ § l 03 .121. 

For this reason, Treasury, under its own authority, proposed to delete the qu<Dted 

language. 

Few comments were received regarding the proposed deletion of these provisions. 

Some commenters agreed that§ 103.34(a) should be deleted if proposed§ 103.121 were 

adopted. One commenter suggested that§ 103.34(a) should be revised to arieve the 

objectives of the section 326 of the Act. One commenter representing a military bank 

requested continuance of the exemption for agencies and instrumenta I ities ,f the Federal 

government that will permit exemption of commissaries, exchanges and vanious military 

organizations. Another commenter requested maintenance of the exemptiot for 

government entities, court funds, unincorporated units of tax-exempt organizations, and 

school thrift programs. 

Treasury has determined that given the more comprehensive requirements of the 

final version of § 103.\21, there is no longer a need for § I 0 3.34 (a). A nul her of the 
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exemptions formerly in§ 103.34(a) have now been added to§ 103.121. Other 

exemptions conflict with the language and intent of section 3 26 of the Act Jd thus were 

not adopted in the final rule. While § 103.34(a) will no longer be needed onle the final 

rule is fully effective, withdrawing the provision before October I, 2003, woLd create a 

gap period during which banks would not be subject to a rule under the BSA requiring a 

customer to be identified when opening an account. Because Treasury and the Agencies 

do not believe such a gap period would be appropriate, the final rule -- rathJ than 
I 

withdrawing § 103 .34(a)- amends the section to cut off its applicability on <Dctoberl, 

2003, when § 103.121 becomes fully effective. 
35 

By contrast, Treasury no longer believes that it is necessary to delete the quoted 

language in § 103 .34(b ), which requiresa bank to keep "any notations, if sur are 

normally made, of specific identifying information verifying the identity of [a person . 

with signature authority over an account] (such as a driver's license number or credit card 

number)." The definition of "customer" in the final version of § 103.121 n1longer 

includes a signatory on an account. Therefore,§ 103.121 and§ 103.34(b)(ll) are not 

inconsistent and the records required to be kept in accordance with § 103 .34(b )( 1) will 

·still have a high degree of usefu !ness in criminal, tax, or regulatory investigltions or 

d. · h d f · 11· · 11· · · .I d procee mgs, or m t e con uct o mte tgence or countermte 1gence actlvttles, an to 

protect against international terrorism. Therefore, the proposal to delete thj quoted 

language in § 1 03.34(b )( 1) is not adopted as proposed. 

IV. Technical Amendment to 31 CFR 103.110) 

35 Appropriate conforming amendments are made to §§ I 03 .34(b)(ll) and (12) to add a cross-reference to 
the Internal Revenue Code regarding the rules for determining vvhat constitutes a taxpaye~ identification 

number. 
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Section 1 03.110), which defines the term "deposit account," contains an obsolete 

reference to the definition of "transaction account,~~ which is defined in § 103.1l(hh). 

Under its own authority, Treasury proposed to correct this reference. THere were no 

comments on this proposed technical correction. Therefore, it is adopted as lroposed. 

V. Reguiatory Analysis 

A. Regulatory Flexibility Act 

Under the Regulatory Flexibility Act (RF A), an agency must either prepare a 
I 

Final Regulatory Flexibility Analysis (FRF A) for a final rule or certify that the final rule 
. I 

will not have a significant economic impact on a substantial number of small entities. 
36 

See 5 U.S.C. 604 and 605(b). 

Treasury and the Agencies have reviewed the impact of this final rule on small 

banks. Treasury and the Agencies certify that the final rule will not have a !ignificant 

economic impact on a substantial number of srmll entities. 

First~ Treasury and the Agencies believe that banks already have imwlemented 

prudential business practices and ant> money laundering programs that incllde most of 

the procedures that a CIP must contain under this final rule. Banks generJy undertake 

extensive measures to verify the identity of their customers as a matter of gLd business 

practice. In addition, Federally regulated banks already must have ant>moley laundering 

programs that include procedures for identification, verification, and doculntation of 

customer information. 37 

36 The RF A defines the term "small entity" in 5 U.S.C. 601 by reference to the definitions1 published by the 
Small Business Administration (SBA). The SBA has defined a "small entity" for banking purposes as a 
bank or savings institution with less than $150 million in assets. See 13 CFR 121.20 l. Tfue NCUA defines 
"small credit union" as those under $1 million in assets. Interpretive Ruling and Policy S~atement No. 87-

1 

2, developing and Reviewing Government Regulations (52 FR 35231, September 18, 198V). 
3 7 See footnote 10. 
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Second, although the final rule contains several requirements that will be new to 

banks we anticipate that the costs of implementing these requirements will nit be 

economically significant. For example, the recordkeeping requirements in tJe final rule 

may impose some costs on banks to the extent that the information that must be 

maintained is not already collected and retained. 38 Treasury and the Agencies believe 

that the compliance burden is minimized for banks, including small banks, tcause the 

final rule vests a bank with the discretion to design and implement appropriate 

recordkeeping procedures, including allowing banks to maintain electronic rlcords in lieu 

of (or in combination with) paper records. 

The section of the final rule that requires banks to check lists of known and 

suspected terrorists and terrorist organizations and to follow Federal agency directives in 

connection with the lists is also a new requirement that will impose nomina~ burden, once 

Treasury and the Agencies publish lists that banks must consult. However, lo such lists 

have been issued to date. Moreover, banks already must have procedures tj satisfy other 

. I 

similar requirements. For instance, banks already have to ensure that they do not engage 

. . . l . d . d +' • . t' • • l l h m transactions mvo vmg estgnate 1ore1gn countnes, tOretgn natwna s, anu ot er 

entities prohibited under 0 FA C rules. See 31 CFR part 500. We also undLtand that 

many banks, including small banks, use electronic search tools to check lisi
39 

and 

already use identity verification software, both as part of their customer dol diligence 

obligations under existing BSA compliance program requirements and to Jtect fraud. 

38 See. e.g., identification and verification of customers in connection with each share or deposit account 

ofened (31 CFR 103.34 ). I 

3 We believe that most banks will use technology rather than manual methods to check lists. OFAC lists 
are generally incorporated into bank software and, in response to bank inquiries, Treasur~ and the Agencies 
have made clear that banks are permitted to share the lists they receive pursuant to section 314 of the Act 
with their service providers. We expect that any lists provided under section 326 of the Abt will also be 

provided under the same conditions. 
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The notice provisions of the rule also are new. However, they are very flexible 

and, as written, should impose only minimal costs. The final rule permits a J.nk to 

satisfy the notice requirement by choosing from a variety of \ow-cost measuL, such as 

posting a sign in the lobby or on its website, by adding it to an account statetent, or 

using any other form of written or oral notice. In addition, the amount of time that a bank 

will need to develop its notices wil\ be minimal as the final rule now contail a sample 

notice. 

Treasury and the Agencies believe that the flexibility incorporated into the final 
. I 

rule will permit each bank to tailor its CIP to fit its own size and needs. In this regard, 

Treasury and the Agencies believe that expenditures associated with establiJhing and 

implementing a CIP will be commensurate with the size of a bank. If a baJ is small, the 

burden to comply with the proposed rule should be de minimis. 

Most commenters on the proposed rule stated that Treasury and the Agencies had 

underestimated the burden imposed by the proposed rule. They highlighted aspects of the 

proposal that they maintained would have imposed excessive burdens and iould have 

required banks to alter their current practices. Most comments focused on the proposed 

provisions requiring banks to verify the identity of signatories on accounts, fa keep copies 

of documents used to verify a customer's identity, and to retain identity verification 

records for five years after an account is closed. 

In drafting the final rule, Treasury and the Agencies have either elirninated or 

minimized the most significant burdens identified by commenters. In respLse to 

commenters, for example, the final ruJe eliminates signatories from the defilition of 

"customer," no longer requires a bank to keep copies of documents used to verify a 

0 
-0:..___----~ 
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customer's identity, and reduces the universe of records that must be kept fon five years 

after an account is closed. Treasury and the Agencies have taken other steps that 

significantly reduce the scope of the rule and burdens of the rule. Many oftlilese burden

reducing actions are described in the Paperwork Reduction Act discussion bJlow. 40 As a 

result of these changes, the final rule is far more flexible and less burdensoje than the 

I 
proposed rule while still fulfilling the statutory mandates enumerated in section 326 of 

the Act. 

Finally, Treasury and the Agencies did consider whether it would be appropriate 

to exempt small banks from the requirements of the rule. We do not believe that an 

exemption for small banks is appropriate, given the flexibility built into the rule to 

account for, among other things, the differing sizes and resources of banks, L well as the 

40 In addition to the burden-reducing measures discussed in the Paperwork Reduction Act <!liscussion, other 

chaoges ;nd"d" . . I . 

• A clarification that a bank must verify the customer's identitv using the identifying information 
obtained. The proposed rule would have required the bank to verify all identifying information. 

• The elimination of the requirement that a bank must obtain a physical and a mailirtg address from 
a customer opening an account. Under the final rule, the bank is only required to bbtain a physical 
address. I 

• A new provision that permits a bank to rely on another financial institution to perform its CIP 
under certain conditions. This provision allows financial institutions that share a pustomer to 
share customer identification and verification obligations and to reduce the cost of maintaining 
duplicative records required by the recordkeeping provisions of the final rule. I 

• A revised provision that extends to customers who are individuals the exception that permits a 
bank to open an account for a customer that has applied for, but has not received,la taxpayer 
identification number. 

• A new exemption for credit card accounts from the requirement that a bank obtailil identifying 
information from the customer prior to opening an account. In connection with c~edit card 
accounts, a bank is permitted to obtain identifying information from a third partylsource prior to 
extending credit. 

• A clarification stating that the government will provide lists of known or suspect d terrorists and 
terrorist organizations to banks. Banks will not be required to seek out this inforfation. In 
addition, the rule now states that the bank may determine whether a customer apgears on the list 
within a reasonable time after the account is opened, unless it is required to do sol earlier by 
another Federal law, regulation, or directive. 

• A transition period that permits banks a period of several months to comply with the final rule. 
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importance of the statutory goals and mandate of section 326. Money laundering can 

occur in small banks as well as large banks. 

B. Paperwork Reduction Act 

Certain provisions of the final rule contain "collection of information!' 

requirements within the meaning of the Paperwork Reduction Act of 1995 ( 44 U.S.C. 

3501 et seq.). An agency may not conduct or sponsor, and a respondent is jot required to 

respond to, an information collection unless it displays a currently valid Offire of 

Management and Budget (OMB) control number. Treasury submitted the final rule to the 

OMB for review in accordance with 44 U.S.C. 3507(d). The OMB has appLved tho · 

collection of information requirements in today' s rule under contra I numb.J 15 06-0026. 

Collection of Information Under the Proposed Rule 

The proposed rule applied only to a financial institution that is a "bank" as defined 

in 31 CFR 10 3 .II (c); 41 and any foreign branch of an insured bank. The probosed rule 

required each bank to establish a written CIP that must include recordkeepitg procedures 

(proposed § 103.121 (b )(3 )) and procedures for providing customers with noltice that the 

bank is requesting information to verify their identity (proposed§ 103.12l(b)(5)). 

The proposed rule required a bank to maintain a record of (I) the idlntifying 

information provided by the customer, the type of identification document( I) reviewed, if 

any, the identification number of the document(s), and a copy of the identification 

document(s); (2) the means and results of any additional.measures undert.Jen to verify 

the identity of the customer; and (3) the resolution of any discrepancy in thl identifying 

information obtained. It also required these records to be maintained at the bank for five 

years after the date the account is closed (proposed § 103.121 (b )(3) ). 
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The proposed rule also required a bank to give its customers "adequate notice" of 

the identity verification procedures (proposed § 103.121 (b)( 5)). The proposld rule stated 

that a bank could satisfy the notice requirement by posting a sign in the lobJy or 

providing customers with any other form of written or oral notice. 

Collection oflnformation Under the Final Rule 

The final rule, like the proposed rule, requires banks to implement reasonable 

procedures to (l) maintain records of the infonnation used to verify a custoLr' s identity, 

I 
and (2) provide notice of these procedures to customers. These recordkeep~ng arrl 

disclosure requirements are required under section 326 of the Act. HowevJ the final 

rule greatly reduces the paperwork burden attributable to these requirement), as described 

below. 

The final rule also contains a new recordkeeping provision pennitti~g a bank to 

rely on another financial institution to perform some or all its CIP, under certain 

circumstances. Among other things, the other financial institution must prtide the bank 

with a contract requiring it to certify annually to the bank that it has implemented its ant~ 

money laundering program, and that it will perfonn (or its agent will perfol) the 

specified requirements of the bank's CIP. 

Response to Comments Received 

We received approximately 500 comments on the proposed rule.Jost of the 

commenters specifically mentioned the recordkeeping burden associated with the 

proposed rule. Some commenters also asked Treasury and the Agencies to clarify the 

meaning of "adequate notice" and requested that a sample notice be provid~d in the final 

rule. 

41 This definition includes banks, thrifts, and credit unions. 
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Only a few commenters provided burden estimates of additional burden hours that 

would result from the proposed rule. However, these burden estimates did Jot 

necessarily focus on the recordkeeping and disclosure requirements in the pjoposal and 

ranged from 200 extra hours per year to 9,000 additional hours. Treasury and the 

Agencies believe that the final rule substantially addresses the concerns of It 
commenters. Specific concerns about paperwork burden have been addressld as follows: 

I 

First, the recordkeeping and disclosure burden are minimized in the final rule 

because Treasury and the Agencies reduced the entire scope of the final rul,, by: 

• narrowing and clarifying the scope of "account." The final rule specifically 

. excludes accounts that (I) a bank acquires through an acquisition, mlrger, 

purchase of assets, or assumption of liabilities from a third party, aJ (2) accounts 

opened for the purpose ofparticipating in an employee benefit plan ttablished 

pursuant to the Employee Retirement Income Security Act of 1974. It also 

specifically excludes wire transfers, check cashing, and the sale of trvelers 

checks, and any other product or service that does not lead to a "fol11I1al banking 

relationship" from the scope of the rule; 

• narrowing the definition of "bank" covered by the rule to exclude a bank's foreign 

branches; and 

• limiting and clarifying who is a ''<;:ustomer" for purposes of the fina~ rule. The 

final rule now defines "customer" as "a person that opens a new acdciunt" making 

clear that a person who does not receive banking services, such as a person whose 

deposit or loan application is denied, is not a customer. The definituon of 

customer also excludes signatories from the definition of"customJ" Moreover, 
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the final rule excludes from the definition of "customer" the following readily

identifiable entities: a financial institution regulated by a Federal funbtional 

regulator; a bank regulated by a state bank regulator; and govemmenlal agencies 

I 
and instrumentalities and companies that are publicly traded (i.e., entities · 

described in§ 103.22(d)(2)(ii)-(iv)). The final rule also excludes exi!ting 

I 
customers of the bank, provided that the bank has a reasonable beliefi that it 

knows the true identity of the person. 42 

Second, recordkeeping burden was further reduced by: 

• eliminating the requirement that a bank keep copies of any documen that it relied 

· · d ·fy h ·d · f h d b · · I · upon m or er to ven t e 1 entity o t e customer an su st1tutmg a reqUirement 

that a bank's records need only include "a description" of any docujent that it 

relied upon in order to verify the identity of the customer. The final~~rule also 

clarifies that the records need only include "a description" of the me hods and 

results of any measure undertaken to verify the identity of the custolr, and of 

the resolution of any substantive discrepancy discovered when verifting the 

identifying information obtained, rather than any documents generatld in 

connection with these measures; and 

• reducing the length of time that records must be kept. The final rul~ requires that 

identifying information be kept for five years after the date the account is closed 

(or for credit card accounts, five years after the account is closed or becomes 

dormant). All other records may be kept for five years after the account is 

opened. 

42 The proposed rule stated that the identity of an existing customer would not need to be ~eri fied if the 
bank (1) had previously verified the customer's identity in accordance with procedures consistent with the 
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Third, disclosure burden was reduced by providing sample language rha~ if 

appropriate and properly provided, will be deemed adequate notice to a banR's customer. 

Disclosure burden also was reduced by clarifying the term "adequate noticJ 

Treasury and the Agencies believe that little additional burden is imJosed as a 

resu It of the recordkeeping requirements outlined in section 103.121 (b)( 3 ), lecause the 

type of recordkeeping required by the final rule is a usual and customary bJiness 

practice. In addition, banks already must keep similar records to comply wiL existing 

regulations in 31 CFR part I 03 (see, ~, 31 CFR I 0 3.34, requiring certainlecords for 

each deposit or share account opened). 

Treasury and the Agencies believe that nominal burden is associated with the 

disclosure requirement outlined in § 1 03.12l(b)(5). This section contains a sample notice 

that if appropriate and provided in accordance with the fmal rule, will be dimed 

adequate notice. In addition, it continues to permit banks to choose among a variety of 

low-cost methods of providing adequate notice and to select the least burdelsome 

method, given the circumstances under which customers seek to open new Lcounts. 

Treasury and the Agencies also believe that nominal burden is assaliated with the 
. . I 

new recordkeep ing requirement in § 1 03 .121 (b)( 6). This section permits a rank to rei y 

on another financial institution to perform some or all its CIP under certain conditions, 

including the condition that the financial institution enter into a contract wJh the bank 

providing that it will certify annually to the bank that it (1) has implementL its ant> 

money laundering program and (2) will perfonn (or its agent will performj the specified 

requirements of the bank's CIP. Not all banks will choose to rely on a thJ party. For 

proposed rule, and (2) continues to have a reasonable belief that it knows the true identity of the customer. 

0 
0------
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those that do, the minimal burden of retaining the certification described above should 

allow them to reduce net burden under the rule by such reliance. 

Burden Estimates 

Treasury and the Agencies have reconsidered the burden estimates published in 

the proposed rule, given the comments stating that the burdens associated wifh the 

paperwork collections were underestimated. Having done so, and considering the 

reduction in burden taken in this final rule, Treasury and the Agencies have ldjusted their 
I 

estimates of the paperwork burden of this rule. The burden estimates that foUow are 

estimates of the incremental burden imposed upon banks by this final rule, lognizing 

that some of the requirements in this rule are a usual and customary practice in the 

banking industry, or duplicate other regulatory requirements. 

The potential respondents are national banks and Federal branches and agencies 

(OCC financial institutions); state member banks and branches and agencie, of foreign 

banks (Board financial institutions); insured state nonmember banks (FDIC ~financial 

institutions); savings associations (OTS financial institutions); Federally inslred credit 

unions (NCUA financial institutions); and certain non-Federally regulated ldit unions, 

private banks, and trust companies (FinCEN institutions): 

Estimated number of respondents: 

OCC: 2207. 

Board: 1240. 

FDIC: 5,500. 

OTS: 962. 

73 



0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 0 

NCUA: 9,688. 

FinCEN: 2,460. 

Estimated average annual recordkeeping burden per respondent: 10 hours. 

Estimated average annual disclosure burden per respondent: 1 hour. 

Estimated total annual recordkeeping and disclosure burden: 242,621 hours. 

Treasury and the Agencies invite comment on the accuracy of the burden es~imates and 

invite suggestions on how to further reduce these burdens. Comments shou\6 be sent 

(preferably by fax (202-395-6974)) to Desk Officer for the Department ofJ. Treasury, 

Office oflnformation and Regulatory Affairs, Office of Management and Btge~ 
Paperwork Reduction Project ( 1506-0026), Washington, DC 2 05 03 (or by It Internet to 

jlackeyj(al,omb.eop.gov), with a copy to FinCEN by mail or the Internet at J addresses 

previously specified. 

Executive Order 12866 

Treasury, the OCC, and OTS have determined that the final rule is not a 

"significant regulatory action" under Executive Order 12866 for the followilg reasons. 

The rule follows closely the requirements of section 326 of the Act. Moreover, 

Treasury, the OCC, and OTS believe that national banks and savings associations already 

have procedures in place that fulfill most of the requirements of the fmal rule because the 
. I 

procedures are a matter of good business practice. In addition, national banks and 

savings associations already are required to have BSA compliance prograj that address 

many of the requirements detailed in this final rule. 

At the proposed rule stage, Treasury, the OCC, and OTS invited national banks, 

I 

the thrift industry, and the public to provide any cost estimates and related data that they 

74 

0~--------~-------
234 



0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 0 

think would be useful in evaluating the overall costs of the rule. Most of the cost 

estimates provided by commenters related to the requirements in the proposed rule that 

banks verify the identity of signatories on accounts, keep copies of documenls used to 

verify a customer's identity, and retain identity verification records for five Jears after an 

account is closed. As described in the preamble, the final rule eliminates siJnatories from 

r 
the definition of"customer," and no longer requires a bank to keep copies of documents 

used to verify a customer's identity. The final rule also reduces the universj of records 
. I 

that must be kept for five years after an account is closed. Treasury, the O~C and the 

OTS have taken other steps that significantly reduce the scope of tre rule and the burden 

of the rule. These burdefi.reducing measures are described in the PaperwoJ Reduction 

Act discussion and Regulatory Flexibility Act discussion, above. 43 

List of Subjects 

12 CFR Part 21 

Crime, Currency, National banks, Reporting and recordkeeping requirements, 
Security measures. 

12 CFR Part 208 

Accounting, Agriculture, Banks, banking, Confidential business infmmation, 
Crime, Currency, Investments, Mortgages, Reporting and recordkeeping re~uirements, 
Securities. 

12 CFR Part 211 

43 For these same reasons, and consistent with section 201 of the Unfunded Mandates Reform Act of 1995 
(Pub. L. 104-4), Treasury, the OTS and the OCC have also determined that this final rule tvill not result in 
expenditures by I 
State, local, and tribal governments in the aggregate, or by the private sector of $100 million or more in any 
one year, and therefore the rule is not subject to the requirements of section 202 of that Adt. 

0 
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Exports, Foreign banking, Holding companies, Investments, Reporting and 
recordkeeping requirements. 

12 CFR Part 326 

Banks, banking, Currency, Insured nonmember banks, Reporting and 
recordkeeping requirements, Security measures. 

12 CFR Part 563 

Accounting, Advertising, Crime, Currency, Investments, Reporting and 
Recordkeeping requirements, Savings associations, Securities, Surety bonds[ 

12 CFR Part 748 

Credit unions, Crime, and Security measures. 

31 CFR Part 103 

Administrative practice and procedure, Authority delegations (Government 
agencies), Banks, banking, Brokers, Currency, Foreign banking, Foreign cutrencies, 
Gambling, Investigations, Law enforcement, Penalties, Reporting and recorakeeping 
requirements, 
Securities. 

Department oft he Treasury 

31 CFR Chapter I 

Authority and Issuance 

For the reasons set forth in the preamble, part 103 of title 31 of the O:ode of 
Federal Regulations is amended as follows: 

PART 103-FINANCIAL RECORDKEEPING AND REPORTING OF 

CURRENCY AND FOREIGN TRANSACTIONS 

1. The authority citation for part 103 is revised to read as follows: 

Authority: 12 U.S.C. 1829b and 1951-1959; 31 U.S.C. 5311-5314
1

and 5316-
5332; title III, sees. 312, 313,314,319, 326, 352, Pub L. 107-56, 115 Stat. B07. 

§ 103.11 [Amended] 

76 
··-----------·-·""1---·-""'- ·--------------------1 



0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 0 

2. Section 103.110) is amended by removing "paragraph (q)" and adding 

"paragraph (hh)" in its place. 

§ 1 03.34 [Amended} 

3. Section 103.34 is amended as follows: 

a. By amending the first sentence of paragraph (a)(1) to add the words "and 

before October 1, 200 3" after the words "May 31 , 1978" and after the wordJ "June 3 0, 

1972''; 

b. By amending paragraph (b)(11) to add the words "as determined under section 

6109 of the Internal Revenue Code of 1986" after the words "taxpayer identification 

number;" and 

. c. By amending paragraph (b)(l2) to add the words "as determined under section 

6109 of the Internal Revenue Code of 1986" after the words "taxpayer idJifi cation 

number." 

2. Subpart I of part 103 is amended by adding new §103.121 to read as follows: 

§ 103.121 Customer Identification Programs for banks, savings associatns, credit 

unions, and certain non-Federally regulated banks. 

(a) Definitions. For purposes of this section: 

(l)(i) Account means a formal banking relationship established to prvide or 

engage in services, dealings, or other financial transactions including a dep@sit account, a 

transaction or asset account, a credit account, or other extension of credit. tcount also 

includes a relationship established to provide a safety deposit box or other tfekeeping 

services, or cash management, custodian, and trust services. 

(ii) Account does not include: 
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(A) A product or service where a formal banking relationship is not established 

with a person, such as check-cashing, wire transfer, or sale of a check or manly order; 

(B) An account that the bank acquires through an acquisition, merger, purchase of 

assets, or assumption of liabilities; or 

(C) An account opened for the purpose of partie i pating in an em p Ioyer benefit 

plan established under the Employee Retirement Income Security Act of 197 4. 

(2) Bank means: 

(i) A bank, as that term is defined in § 103.11 (c), that is subject to regulation by a 

Federal functional regulator; and 

(ii) A credit union, private bank, and trust company, as set forth in § 1 03.11 (c), 

that does not have a Federal functional regulator. 

(3) (i) Customer means: 

(A) A person that opens a new account; and 

(B) An individual who opens a new account for: 

Q) An individual who lacks bgal capacity, such as a minor; or 

(l) An entity that is not a legal person, such as a civic club. 

(ii) Customer does not include: 

(A) A financial institution regulated by a Federal functional regulator or a bank 

regulated by a state bank regulator; 

(B) A person described in§ 103.22(d)(2)(ii)-(iv); or 

(C) A person that has an existing account with the bank; provided that the bank 

has a reasonable belief that it knows the true identity of the person. 

( 4) Federal functional regulator is defined at § 1 03.120(a)(2). 
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(5) Financial institution is defined at 31 U.S.C. 5312(a)(2) and (c)(l). 

I 

(6) Taxpayer identification number is defined by section 6109 of the Internal 

Revenue Code of 1986 (26 U.S.C. 6109) and the Internal Revenue Service jgulations 

· 1 · h · {,. (Y • 1 · b 1 ·d ·fi I · Imp ementmg t at sect10n ~. socia secunty num er or emp oyer 1 entt tcation 

number). 

(7) US person means: 

(i) A United States citizen; or 

(ii) A person other than an individual (such as a corporation, partnership, or trust), 

that is established or organized under the laws of a State or the United StatJ 

(8) Non-US person means a person that is not a US person. 

(b) Customer Identification Program: minimum requirements. 

(1) In general A bank must implement a written Customer Identification 

Program (CIP) appropriate for its size and type of business that, at a minimJm, includes 

each of the requirements of paragraphs (b )(I) through ( 5) of this section. I~ a bank is 

required to have an ant> money laundering compliance program under the rlgulations 
I 

implementing 31 U.S.C. 5318(h), 12 U.S.C. 1818(s), or 12 U.S.C. 1786(q)(l), then the 

I 

CIP must be a part of the ant~ money laundering compliance program. Until such time as 

credit unions, private banks, and trust companies without a Federal functialal regulator 

are subject to such a program, their C!Ps must be approved by their boards lf directors. 

(2) Identity verification procedures. Tlie CIP must include risk-b.led 

procedures for verifying the identity of each customer to the extent reasonaLe and 

practicable. The procedures must enable the bank to form a reasonable belilf that it 

knows the true identity of each customer. These procedures must be based lon the bank's 
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assessment of the relevant risks, including those presented by the various types of 

accounts maintained by the bank, the various methods of opening accounts plovided by 

the bank, the various types of identifying information ava i !able, and the banJ, s size, 

location, and customer base. At a minimum, these procedures must contain t elements 

described in this paragraph (b)(2). 

(i) Customer information required. (A) In general. The CIP must contain 

procedures for opening an account that specify the identifying information tJat will be 

obtained from each customer. Except as permitted by paragraphs (b)(2)(i)(J) and (C) of 

this section, the bank must obtain, at a minimum, the following information ~om the 

customer prior to opening an account: 

Q)Name; 

Q) Date of bitth, for an individual; 

Q) Address, which shall be: 

. CD For an individual, a residential or business street address; 

(ill For an individual who does not have a residential or business street address, 

an Army Post Office (APO) or Fleet Post Office (FPO) box number, or the lesidential or 

business street address of next of kin or of another contact individual; or 

(iii) For a person other than an individual (such as a corporation, partnership, or 

trust), a principal place of business, local office, or other physical location; lnd 

(1) Identification number, which shall be: 

(y For a U.S. person, a taxpayer identification number; or 

(li) For a non-U.S. person, one or more of the following: a taxpayer identification 

· number; passport number and country of issuance; alien identification card number; or 
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number and country of issuance of any other government- issued document evidencing 

nationality or residence and bearing a photograph or similar safeguard. 

Note to paragraph (b)(2)(i)(A)(1)(.li): When opening an account for a 
foreign business or enterprise that does not have an identification nullilll ber, the 
bank must request alternative government- issued documentation certifying the 
existence of the business or enterprise. 

(B) Exception for persons applying for a taxpayer identification number. Instead 

f b · · ·d ·fi · b fi · .I h o o tammg a taxpayer 1 ent1 tcatton num er rom a customer pnor to openmg t e 

account, the CIP may include procedures for opening an account for a custoLr that has · 

applied for, but has not received, a taxpayer identification number. In this else, the CIP 

must include procedures lo confirm that the application was filed before the rustomer 

opens the account and to obtain the taxpayer identification number within a reasonable 

period of time after the account is opened. j 
(C) Credit card accounts. In connection with a customer who open a credit card 

account, a bank may obtain the identifying information about a customer reluired under 

paragraph (b)(2)(i)(A) by acquiring it from a third-party source prior to extelding credit 

to the customer. 

(ii) Customer verification The CIP must contain procedures for verifying the 

identity of the customer, using information obtained in accordance with pjgraph 
I 

(b )(2)(i) of this section, within a reasonable time after the account is opened. The 

procedures must describe when the bank will use documents, non-documelry methods, 

or a combination of both methods as described in this paragraph (b )(2)(ii). 

(A) Verification through documents. For a bank relying on documents, the CIP 

must contain procedures that set forth the documents that the bank will use. These 

documents may include: 
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Q) For an individual, unexpired government-issued identification evidencing 

nationality or residence and bearing a photograph or similar safeguard, such las a driver's 

license or passport; and 

m For a person other than an individual (such as a corporation, parTrship, or 

trust), documents showing the existence of the entity, such as certified articles of 

· · · db · 1· h. I mcorporation, a government-Issue usmess 1cense, a partners 1p agreement, or trust 

instrument. 

(B) Verification through non-documentary methods. For a bank re'rng on non

documentary methods, the CIP must contain procedures that describe the non-

documentary methods the bank will use. 

Q) These methods may include contacting a customer; independentljy verifying 

the customer's identity through the comparison of infonnation provided by ~he customer 

with infonnation obtained from a consumer reporting agency, public datable, or other 

source; checking references with other financial institutions; and obtaining l financial 

statement. 

G) The bank's non-documentary procedures must address situations where an 

. d" .d I . bl . d . d .d .fi .I d m IVI ua IS una e to present an unexp1re government-Issue 1 entJ ICatJon ocument 

. I 

that bears a photograph or similar safeguard; the bank is not familiar with the documents 

presented; the account is opened without obtaining documents; the customJ opens the 

account without appearing in person at the bank; and where the bank is othLwise 

presented with circumstances that increase the risk that the bank will be unlble to verify 

the true identity of a customer through documents. 
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(C) Additional verification for certain customers. The CIP must address 

situations where, based on the bank's risk assessment of a new account opeJd by a 
. I 

customer that is not an individual, the bank will obtain infonnation about individuals with 
I 

authority or control over such account, including signatories, in order to verify the 

customer's identity. This verification method applies only when the bank cjnot verify 

the customer's tn.e identity using the verification methods described in para~aphs 
(b)(2)(ii)(A) and (B) of this section. 

(iii) Lack of verification The CIP must include procedures for res,nding to 

circumstances in which the bank cannot form a reasonable belief that it knows the true 

identity of a customer. These procedures should describe: 

(A) When the bank should not open an account; 

(B) The terms under which a customer may use an account while the bank 

attempts to verify the customer's identity; 

(C) When the bank smuld close an account, after attempts to verify a customer's 

identity have failed; and 

(D) When the bank should file a Suspicious Activity Report in accondance with 

applicable law and regulation. 

(3) Recordkeeping.· The CIP must include procedures for making and maintaining 

a recOrd of all information obtained under the procedures implementing pJgra ph (b) of 

this section. 

(i) Required records. At a minimum, the record must include: 

(A) All identifying information about a customer obtained under paragraph 

(b )(2)(i) of this section; 
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(B) A description of any document that was relied on under paragrapH. 

(b )(2)(i i )(A) of this section noting the type of document, any identification nlm her 

contained in the document, the place of issuance and, if any, the date of issuLce and 

expiration date; 

(C) A description of the methods and the results of any measures undertaken to 

verify the identity of the customer under paragraph (b )(2 )(i i)(B) or (C) of thil section; 

and 

(D) A description of the resolution of any stbstantive discrepancy discovered 

when verifying the identifying information obtained. 

(ii) Retention of records. The bank must retain the information in paragraph 

(b )(3 )(i)(A) of this section for five years afterthe date the account is closed L. in the case 

of credit card accounts, five years after the account is closed or becomes dorant. The 

bank must retain the information in paragraphs (b)(3)(i)(B), (C), and (D) of this section 

for five years after the record is made. 

(4) Comparison with government lists. The CIP must include procedures for 

determining whether the customer appears on any list of known or suspectJ terrorists or 

terrorist organizations issued by any Federal government agency and desiJated as such 

by Treasury in consultation with the Federal functional regulators. The proledures must 
. I 

require the bank to make such a determination within a reasonable period of time after 
. I 

the account is opened, or earlier, if required by another Federal law or regulation or 

Federal directive issued in connection with the applicable list. The procedJes must also 

require the bank to follow all Federal directives issued in connection with slch lists. 
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(5)(i) Customer notice. The CIP must include procedures for providing bank 

. h d . h h b nk. . . c . ' l.fy h . customers Wit a equate nottce t at t e a IS requestmg tn1ormat10n to ven t etr 

identities. 

(ii) Adequate notice. Notice is adequate if the bank generally descril:les the 

·d ·fi · · r h. · d ·d h · · I bl 1 ent1 tcatJOn reqmrements o t IS sectton an prov1 es t e not1ce m a manner reasona y 

designed to ensure that a customer is able to view the notice, or is otherwise given notice, 

before opening an account. For example, depending upon the manner in which the · 

account is opened, a bank may post a notice in the lobby or on its website, iLlude the 

· · 1· · h c f · 1 I · nottce on tts account app tcatiOns, or use any ot er 10rm o wntten or ora n<Dtlce. 

(iii) Sample notice. If appropriate, a bank may use the following s.lple language 

to provide notice to its customers: 

IMPORTANT INFORMATION ABOUT PROCEDURES FOR OPENING A 
NEW ACCOUNT 

To help the government fight the funding of terrorism and money laundering 
activities, Federal law requires all financial institutions to obtain, vetify, and 
record information that identifies each person who opens an accoun~. 

What this means for you: When you open an accoun~ we will ask )br your name, 
address, date of birth, and other information that will allow us to idehtify you. 
We may also ask to see your driver's license or other identifying dotuments. 

(6) Reliance on another financial institution. The CIP may include procedures 

specifying when a bank will rely on the performance by another financial institution 

(including an affiliate) of any procedures of the bank's CIP, with respect to any customer 

of the bank that is opening, or Ius opened, an account or has established a similar formal 
. I 

banking or business relationship with the other financial institution to provide or engage 

in services, dealings, or other financial transactions, provided that: 

(i) Such reliance is reasonable under the circumstances; 

0 
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(ii) The other financial institution is subject to a rule implementing 31 U.S.C. 

5318(h) and is regulated by a Federal functional regulator; and 

(iii) The other financial institution enters into a contract requiring it to certify 

annually to the bank that it has implemented its ant> money laundering progrL, and that 

it will perform (or its agent will perform) the specified requirements of the blnk's CIP. 

(c) Exemptions. The appropriate Federal functional regulator, with tte 

concurrence of the Secretary, may, by order or regulation, exempt any bank or type of 

account from the requirements of this section. The Federal functional reguljtor and the 

Secretary shall consider whether the exemption is consistent with the purpoL of the 

Bank Secrecy Act and with safe and sound banking, and may consider other appropriate 

factors. The Secretary will make these determinations for any bank or type of account 

that is not subject to the authority of a Federal functional regulator. 

(d) Other requirements unaffected. Nothing in this section relieves a bank of its 
. I 

obligation to comply with any other provision in this part, including provisions 
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Dated: --------------------------

James F. Sloan, 
Director, Financial Crimes Enforcement Network. 
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Dated: 
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In concurrence: 

0 John D. 
Comptroller of the Currency. 
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[THIS SIGNATURE PAGE PERTAINS TO THE FINAL RULE TITLED, 

"CUSTOMER IDENTIFICATION PROGRAMS FOR BANKS, SAVINGS 

ASSOCIATIONS, AND CREDIT UNIONS."] 

In concurrence: 

By order ofthe Board of Governors of the Federal Reserve System, 

----------' 2003. 

Jennifer J. Johnson, 
Secretary of the Board. 
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[THIS SIGNATURE PAGE PERTAINS TO THE FINAL RULE TITLED, 

"CUSTOMER IDENTIFICATION PROGRAMS FOR BANKS, SAVINGS 

ASSOCIATIONS, AND CREDIT UNIONS."] 

In concurrence: 

By order of the Board of Directors of the Federal Deposit Insurance <Corporation 
this day 

Valerie J. Best, 
Assistant Executive Secretary. 
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[THIS SIGNATURE PAGE PERTAINS TO THE FINAL RULE TITLED, 

"CUSTOMER IDENTIFICATION PROGRAMS FOR BANKS, SAVINGS 

ASSOCIATIONS, AND CREDIT UNIONS."] 

Dated: -----------

In concurrence: 

James E. Gilleran, 
Director, Office of Thrift Supervision. 
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[THIS SIGNATURE PAGE PERTAINS TO THE FINAL RULE TITLED, 

"CUSTOMER IDENTIFICATION PROGRAMS FOR BANKS, SAVINGS 

ASSOCIATIONS, AND CREDIT UNIONS."] 

Dated: --------------------

In concurrence: 

Becky Baker, 
Secretary of the Board, National Credit Union Administration. 
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Office of the Comptroller of the Currency 

12 CFR Chapter I 

Authority and Issuance 

For the reasons set out in the preamble, the OCC amends chapter I ofltitle 12 of 

the Code of Federal Regulations as set forth below: 

PART 21- MINIMUM SECURITY DEVICES AND PROCEDURES, ~PORTS 

OF SUSPICIOUS ACTIVITIES, AND BANK SECRECY ACT COMPLIANCE 

PROGRAM 

SUBPART C-PROCEDURES FOR MONITORING BANK SECRECY ACT 

COMPLIANCE 

1. The authority citation for part 21, subpart C, continues to read as follows:· 
I 

Authority: 12 U.S.C. 93a, 1818,1881-1884 and 3401-3422; 31 U.S.C. 5318. 

2. In§ 21.21: 

A. Revise the section heading; and 

B. Revise § 21.21 (b) to read as follows: 
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§ 21.21 Procedures for monitoring Bank Secrecy Act (BSA) compliance. 

* * * * * 
(b) Establishment of a BSA compliance program (1) Program requi1rement. Each 

bank shall develop and provide for the continued administration of a progr.L reasonably 

designed to assure and monitor compliance with the recordkeeping and rep,rting 

requirements set forth in subchapter II of chapter 53 of title 31, United States Code and 

the implementing regulations 
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issued by the Department of the Treasury at 31 CFR part 103. The compliance program 

I 

must be written, approved by the bank's board of directors, and reflected in the minutes 

of the bank. 

(2) Customer identification program. Each bank is subject to the reqrrements of 

31 U.S.C. 5318(1) and the implementing regulation jointly promulgated by tne OCC and 

the Department of the Treasury at 31 CFR I 03.121 , which require a customjr 

identification program to be implemented as part of the BSA compliance prdgram 

required under this section. 

* * * * * 

Dated: 

John D. Hawke, Jr., 
Comptroller of the Currency. 
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Federail Reserve System 

I p CFR Chapter II 
I 

AuthoJity and Issuance 
I 

For the reasons set out in the preamble, the Board of Governors of the Federal 

Reserve System amends 12 CFR Chapter II as follows: 
I 

PART!208-MEMBERSHIP OF STATE BANKING INSTITUTIONS IN THE 

I 

FEDERAL RESERVE SYSTEM (REGULATION H) 

11. The authority citation for part 208 continues to read as follows: 

I 

!Authority: 12 U.S.C. 24, 24a, 36, 92a, 93a, 248(a), 248(c), 321~338a, 37ld, 461, 

I I 

481-4i, 601,611, 1814, 1816, 1818, 1820(d)(9), 18230), 1828(o), 1831, Tlo, 183lp-

l, 183lr~l, 183lw, 1831x, 1835a, 1843(1), 1882,2901-2907,3105,3310,3331-3351, and 

I I 

3906-j909; 15 U.S.C. 78b, 78l(b), 78l(g), 78l(i), 78o-4(c)(5), 78q, 78q-l, and 78w; 31 

U.S.C. 5318; 42 U.S.C. 4012a, 4104a, 4104b, 4106, and 4128. 

12. Revise§ 208.63(b) to read as follows: 

§ 208.63 Procedures for monitoring Bank Secrecy Act compliance . 

. . I· .. 
I 
I · l (b) Establishment ofBSA compliance program. (1) Program requirement. Each 

bank shan develop and provide for the continued administration of a progrl reasonably 

d 
· I d d · 1· · h ·h d.k · d I · es1gne to ensure an monttor comp tance wtt t e recor eepmg an rep0rtmg 

requijments set forth in subchapter II of chapter 53 of title 31, United StaJ, Code, the 

Bank tcrecy Act, and the implementing regulations promulgated thereundrr by the 

DepJment of the Treasury at 31 CFR part I 03. The com pi iance program rail be 

reducJd to writing, approved by the board of directors, and noted in the minutes. 

o I 
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1(2) Customer identification program. Each bank is subject to the requirements of 

31 U .sl. C. 5318(1) and the imp lOmenting regulation jointly promulgated by tJe Board and 

the De~artment of the Treasury at 31 CFR 103.121, which require a customL 

identi clcation program to be implemented as part of the B SA camp liance pel gram 

. ld d h' . reqUir~ un er t IS section. 

* * I* * * 

I PAR11211-INTERNATIONAL BANKING OPERATIONS (REGULATION K) 

1. The authority citation for part 211 is revised to read as follows: 

j Authority: 12 U.S.C. 221 ~ ~. 1818, 1835a, 1841 ~ ~. 3101 et seq., and 

I 3901 ~seq.; 15 U.S.C. 6801 and 6805; 31 U.S.C. 5318. 
I 

12. In § 211.5, add new paragraph (m) to read as follows: 

I 

§ 2ll.S Edge and agreement corporations. 

I . 

* * i * * 

I (m) Procedures for monitoring Bank Secrecy Act compliance. 

(1) [Reserved) 

(2) Customer identification program. Each Edge or agreement cof_Roration is 

subjec;t to the requirements of 31 U.S. C. 5318(1) and the implementing regllati on jointly 
1 · I 

promJlgated by the Board and the Department of the Treasury at 31 CFR 103.121, which 
I . 

I 

requirf a customer identification program. 

! 3. In § 211.24, add new paragraph U) to read as follows: 
I 

I 
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§ 211.24 Approval of offices offoreign banks; procedures for applications; 

standards for approval; representative office activities and standards r.l approval; 

preservation of existing authority. 

* * * * * 

G) Procedures for monitoring Bank Secrecy Act compliance. 

(1) [Reserved] 

(2) Customer identification program. Except for a federal branch o1 a federal 

agency or a state branch that is insured by the FDIC, a branch, agency, or representative 

office of a foreign bank operating in the United States is subject to the requtments of 31 

U.S. C. 5 318(1) and the implementing regulation jointly promulgated by the koard and the 

I 
Department of the Treasury at 31 CPR 103.121, which require a customer identification 

program. 

By order of the Board ofGovemors of the Federal Reserve System, April_, 

2003. 

Jennifer J. Johnson, 
Secretary of the Board. 
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Federal Deposit Insurance Corporation 

12 CFR Chapter III 

For the reasons set out in the preamble, the FDIC amends title 12, chapter III of the Code 

of Federal Regulations, as set forth below: 

PART 326- Minimum Security Devices and Procedures and Bank Sec ecy Act 
Compliance 

1. The authority citation for part 326 is revised to read as follows: 

Authority: 12 U.S.C. 1813, 1815, 1817, 1818, 1819 (Tenth), 1881-1883; 3] U.S.C. 5311-
5314 and 5316-5332.2. 

2. Revise§ 326.8(b) to read as follows: 

§ 326.8 Bank Secrecy Act compliance. 

* * * * * 
(b) Compliance procedures. (1) Program requirement. Each bank shall develop 

and provide for the continued administration of a program reasonably desi~ed to assure 

and monitor compliance with recordkeeping and reporting requirements set forth in 

subchapter II of chapter 53 oftitle 31, United States Code and the implementing 

I 
regulations issued by the Department of the Treasury at 31 CFR part 103. The 

compliance program shall be written, approved by the bank's board of direLors, and 

noted in the minutes. 
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(2) Customer identification program Each bank is subject to the requirements of 31 

I 
U.S.C. 5318(1) and the implementing regulation jointly promulgated by the jDIC and the 

Department of the Treasury at 31 CFR 103.121, which require a customer identification 

program to be implemented as part of the Bank Secrecy Act compliance prolram 

required under this section. 

* * * * * 
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By order ofthe Board of Directors of the Federal Deposit Insurance Corporation 

this _day of April 2003. 

Valerie J. Best, 
Assistant Executive Secretary. 
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Office of Thrift Supervision 

12 CFR Chapter V 

For the reasons set out in tre preamble, OTS amends title 12, chapter V oftlieCode of 

Federal Regulations, as set forth below: 

PART 563- SAVINGS ASSOCIATIONS- OPERATIONS 

1. The authority citation for part 563 is revised to read as follows: 

Authority: 12 U.S.C. 375b, 1462, 1462a, 1463,1464, 1467a, 1468, 1817, 

1820, 1828, 183lo, 3806; 31 U.S.C. 5318; 42 U.S.C. 4106. 

2. In§ 563.177: 

A. Revise the section heading; and 

B. Revise paragraph (b) to read as follows: 

§ 563.177 Procedures for monitoring Bank Secrecy Act (BSA) compliance. 

* * * * * 
(b) Establishment of a BSA compliance program (1) Program regl!lirement. 

Each savings association shall develop and provide for the continued adinitistration of a 

program reasonably designed to assure and monitor compliance with the r~ordkeeping 

and reporting requirements set forth in subchapter II of chapter 53 of title r, United 

States Code and the implementing regulations issued by the Department orhe Treasury 

at 31 CFR part 103. The compliance program must be written, approved b!Y the savings 

association's board of directors, and reflected in the minutes of the savings association. 
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(2) Customer identification program. Each savings association is subject to the 

requirements of 31 U.S. C. 5 318(1) and the implementing regulation jointly plom ulgated 

by the OTS and the Department of the Treasury at 31 CFR I 03.121 , which Jq u ire a 
I 

customer identification program to be implemented as part of the BSA compliance 

program required under this section. 

* * * * * 

Dated: -------

James E. Gilleran, 
Director, Office of Thrift Supervision. 
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National Credit Union Administration 

12 CFR Chapter VII 

For the reasons set out in the preamble, NCUA amends title 12, chapter VII 0fthe Code 

of Federal Regulations, as set fOrth below: 

PART 748- SECURITY PROGRAM, REPORT OF CRIME AND 

CATASTROPHIC ACT AND BANK SECRECY ACT COMPLIANCE 

1. The authority citation for part 748 is revised to read as follows: 

Authority: 12 U.S.C. 1766(a), 1786(q); 15 U.S.C. 6801 and 6805(b); 31 U.S.C. 5311 and 

5318. 

2. In § 748.2: 

A. Revise the section heading; and 

B. Revise paragraph (b) to read as follows: 

§ 748.2 Procedures for monitoring Bank Secrecy Act (BSA) compliance. 

* * * * 
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(b) Establishment of a BSA compliance program (1) Program requirement. 

Each federally- insured credit union shall develop and provide for the continled 

administration of a program reasonably designed to assure and monitor comJliance with 

the recordkeeping and recording requirements set forth in subchapter II of c1apter 53 of 

title 31, United States Code and the implementing regulations issued by the rpartment 

of the Treasury at 31 CFR Part 103. The compliance program must be written, approved 

by the credit union's board of directors, and reflected in the minutes of the Jdit union. 
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(2) Customer identification program. Each federally- insured credit union is 

subject to the requirements of 31 U.S.C. 5318(1) and the implementing regul~tion jointly 

promulgated by the NCUA and the Department of the Treasury at 31 CFR 103.121, 

which require a customer identification program to be implemented as part Jthe BSA 

compliance program required under this section. 

* * * * 

Dated: April_, 2003. 

Becky Baker, 
Secretary of the Board, National Credit Union Administration. 
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LANSING ECONOMIC DEVELOP/ MENT 
CORPORATION 

I 
401 S. WASHINGTON SQ., SUITE 100, LANSING Ml48933, PHONE: (517) 483-4140 FAX: (517)483-6057 

Virg Bemero, Mayor 

Ms. Barbara Q. Velarde 

www.edc.cityoflansingmi.com 

Lansing Economic Development Corporation 
Lansing Tax Increment Finance Authority 

Lansing Brownfield Redevelopment Authority 
Lansing Regional SmartZonesm 

Chief, Office of Service Center Operations 
20 Massachusetts Ave., NW 
Room 2123 
Washington, D.C. 20529 

Dear Ms. Velarde: 

It is the objective of the Lansing Economic Development Corporation (lJEDC) to obtain 
an EB-5 Regional Center designation for the city of Lansing, with the intent of /utilizing foreign 
investment to spur economic development within the city and the entire Greater Lansing 
region. Michigan's recent economic struggles and those related to the autombtive industry 
have had a profound impact on Lansing's economic makeup. The LEDC feel~ that by utilizing 
the EB-5 investment program the city can better leverage our assets and position Lansing as a 
leader in Michigan's economic rebound. 

Like most mid-western industrial cities, the core community of Lansing has been 
decimated by urban sprawl of surrounding townships, high unemployment, aging 
infrastructure, contaminated properties, declining public school systems, and /high property 
taxes. Additionally the city has seen unemployment rates grow to over 150% of the national 
average. 

However, even with the many challenges the city faces there is plenty of optimism. In 
the past two years there has been a renewed interest in downtown development and the city 
has made huge strides: 

• New private investment exceeding $600 million dollars over the past two years. 
• 897% increase in private investment since 2005. 
• 443% increase in private job creation since 2005. 
• 277% increase in job retention since 2005. 

The LEDC Regional Center intends to capitalize on recent momentu~ by focusing 
foreign investment toward target markets and industries that have proven successful track 
records and a demonstrated need in our community. These markets includJ: 

• Mixed-use Urban Real Estate Development 
• Hospitality I Tourism 
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• Manufacturing I Warehousing · 
• Info-, Bio-, & High- Technology Companies 
• Higher Education 

Lansing continues to emerge as a true urban destination as well as a hub for 
technological innovation. Increased demand for investment capital has presentet:i 
unprecedented opportunities and the implementation of the EB-5 Regional Centkr program will 
allow the city to open its doors to international capital and position itself as a ci~ that is 
receptive to the global economy. I appreciate your consideration of our request and look 

forward tc;> your concurrence with our proposal. 

Rob~ .. r ise, Jr. 
President & CEO 
Lansing Economic Development Corporation 



~-·-"".... ·- ·-... -~ ~ --

0 0 0 .~ 

p (j I 

Q: 

= ..... 
~ 

= ..... 
[IJ 

~ 

0 
0 
0 
0 
0 
D 
0 
0 
0 
0 
0 
0 
0 
~ 
0 



0 
0 
0 
0 
0 
0 
D 
0 
0 
0' 
D 

0 
0 
0 
0 
G 

D 
0 
io 

0 
Table of Contents 

1.) Boundaries I Maps 

2.) Investment Objectives 

3.) Economic Impact Analysis 

4.) Operational Finances 

5.) Escrow I Custodial Services 

6.) Legal Services 

7 .) Marketing 

8.) Operational Structure 

9.) Draft Custody Services Agreement 

10) Draft Operating Agreement 

11) TEA Designation Letters 

12) Proposed Initial Project 

Appendix 1 - Patriot Act Banking Legislation 

0 



.J---••" ~~· '0 r• -· ••- ~-· -• • -~ 

0 0 0 

p 
0 
0 
0 
0 
0 
0 
D 
0 
0 
0 
0 
0 
0 
0 
(? 
0 

273 



I 

8 
D 

Q 

0 
D 

0 
p 

I 

b 
0 
D 

D 

D 
I 

b 
~ 

b 

Q 0 

Description of Geographical Boundary 

The Lansing Regional Center will invest all EB-5 funds within the geographic 
boundaries of the city of Lansing including all applicable properties subject to State of 
Michigan Public Act 425 agreements. The boundary of the proposed Regional 
Center is graphically represented in the attached map. 
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Investment Objectives & Target Industries 

Investment Objectives: 
It is the intent of the Lansing Regional Center to serve as an equity partner in 
qualified companies or projects which will provide investors with minimized hsk, 
and favorable return on investment while contributing to the economic growth of 
the City of Lansing and subsequently the Greater Lansing Region. 

Target Investments: 
Business investment and development in the City of Lansing througH the 

Lansing Regional Center will focus on key industries which show strong 
indications of growing market demand, expansion capabilities, growing 
employment demand and high returns on investment. The Lansing Regional 
Center will focus on investing in projects within the following target markets! 

• Mixed-use Urban Real Estate Development 
• Hospitality I Tourism 
• Manufacturing I Warehousing 
• Info-, Bio-, & High-Technology 
• Higher Education 

Mixed-use Urban Real Estate Development: In the past 3 years downtown 
Lansing has emerged as the premier urban live I work destination in mid
Michigan and has yet to meet capacity in this regard. The central businbss 
district continues to regain market share in regards to commercial offic~ 
space as companies seek to abandon ubiquitous sprawling township office 
parks for true urban offices that are essential to attracting today's young 
urban oriented talent. In fact the majority of the city's new residential a~d 
retail units, 450 units in 3 years, have been brought online with almost 100% 
absorption and the trend is not slowing. The Lansing Regional Center lboks 
to accelerate this progress by partnering with real estate developers to 
transform downtown with new projects that will meet and appeal to the 
demand currently created by the city's large student population and growl ing 
young professional crowd. The presence of three world class higher 
education providers in Michigan State University, Cooley Law School, and 
Lansing Community College have provided the region with an unbeliev~ble 
talent pool and a population searching for new urban living and entertaihment 
options. Examples of such projects include loft condominiums and I . 

apartments, street level bars and restaurants, new class A office space, 
cutting edge entertainment venues, and entrepreneurial incubator space. As 
the global economy continues to expand, new opportunities are being 9reated 
that encourage our young talent pool to stay and grow the city and state, and 
the Lansing Regional Center will be a key component in creating a true 
vibrant urban community essential to the retention of these talented 
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individuals and entrepreneurial businesses. 

Hospitality I Tourism: Recently the city of Lansing has also become a 
1

true 
entertainment and conference mecca, which is no wonder given the region's 
abundantresources: ' I 

• The 120,000 s.f. municipally owned Lansing Center is the region's premier 
conference and banquet facility and host to plethora of meetings, trade 
shows, and special events. I 

• The enormously successful Lansing Lugnuts baseball franchise, the ~lass 
A Midwest League affiliate of the Toronto Blue Jays; and their magnificent 
Oldsmobile Park Stadium constructed in 1996. I 

• The nationally recognized week long Common Ground Music Festiv~l with 
over 30 bands on 3 stages, which has doubled in attendance to nearly 
100,000 spectators over the past 5 years. I 

• The Wharton Center for the Performing Arts located at Michigan State 
University, which in 2006 ranked #5 in attendance among global the~ter 
venues ahead of some of the world's most storied venues including the 
Radio City Music Hall and Royal Albert Hall. 

The city, working in tandem with the Greater Lansing Convention and Visitors 
Bureau, and the Lansing Entertainment & Public Facilities Authority pla~s to 
continually invest in marketing a strong tourism and convention industry 
supported by new real estate development, expanding entertainment 
opportunities, and a centralized location. The Lansing Regional Center will 
target specific tourism related projects including downtown hotels, convention 
center expansion plans, a new performing arts center, and the creation 6f a 
state of the art movie studio soundstage to accommodate Michigan's rabidly 
growing film industry. 

Manufacturing I Warehousing: From the founding of Oldsmobile to ttie two 
most advanced and new manufacturing plants in the General Motor's I 

portfolio, Lansing has a deep history in manufacturing. In addition to GM, 
Lansing is home to some the world's largest manufacturing companies I 
including Barnes Aerospace, Pratt & Whitney, and Johnson Controls. Yet, 
like many mid-Western cities, Lansing has also faced the problems of~ 
manufacturing dependent economy and the growing pains associated +th 
increased global competition. However, through entrepreneurship, university 
research, and utilization of the city's highly trained workforce; new nich~ 
market high-tech manufacturing opportunities are arising. Innovative 
companies such as Demmer Corporation and Niowave Inc, are each 
respectively leading the way in defense contracting and particle accelerator 
technologies. In fact, through diversification, as well as aggressive acti~n by 
the Lansing EDC, Demmer Corporation has added over 1,000 new 
employees in the last 3 years! And the future of manufacturing in Lansing 
continues to brighten as new innovative manufacturing companies utilizing 

. Michigan State University patents and research are continuously emer~ing 
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with technologies the world has never seen before. These companies present 
tremendous growth opportunities as well as the potential for enormous / 
international product export potential. The Lansing Regional Center will invest 
in projects related to the growth of this rapidly diversifying sector includi~g 
investment in product warehousing, manufacturing incubators; compan~ 
expansion, and capital for university patented technology start-ups. 

Info-, Bio-, High- Technology: In recent years Lansing has quickly become 
a hub of growth in the fields of information and bio-technology. Betwee~ 
1998 and 2004, the greater Lansing Information Technology industry gryw by 
20 percent, which is about seven times faster than the rate for all jobs. fhis 
continued growth can be attributed to the number of institutions of higher 
learning and the availability of talent in the Lansing region. This growth/ 
potential has led to recent announcements that will not only transform Greater 
Lansing's regional economy, but possibly the world. It was recently 
announced that Michigan State University will serve as the home of the 
Facility for Rare Isotope Beams (FRIB) furthering MSU's prowess as thy 
nation's premier institution for particle acceleration research. Additionally, IBM 

• I 

recently announced the creat1on of a new Global Data Center at MSU, the 
first of its kind in the United States. Even with all of the success, when/ 
compared to other regions Lansing has yet to reach full potential for growth in 
this sector. Lansing Regional Center funds will focus investment to 
encourage entrepreneurship and assist rapidly growing companies. 
Investments may include high-tech incubator development, universityts

1

tudent 
entrepreneur incubator development, start-up capital investment, as well as 
storage and laboratory services. 

Higher Education: The greater Lansing region is home to a very large 
number of higher education institutions which continue to gain global I 
influence. The Lansing Regional Center will be uniquely positioned to assist 
these institutions with the expansion of educational and research relatJd 
facilities. Potential projects would involve the following institutions: I 

• Michigan State University- One of the world's largest universities 
(42,000+ students) and home of some of the world's leading re~earch 
including the newly awarded site for the Facility for Rare lsotop~ 
Beams (FRIB) which further enhances MSU's prowess as the 1Jader in 
atomic research. . I 

• Lansing Community College- Home of 20,000+ students, a pmvider of 
I 

outstanding vocational degrees and certifications, as well as a fjeeder 
for Bachelors degree programs to the State of Michigan's finest 
universities. · I 

• Thomas M. Cooley Law School- The nation's largest and most diverse 
law school with a student base of approximately 3,000. 
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Economic Impact Modeling 

The Lansing Regional Center will utilize the United States Bureau of 
Economic Analysis RIMS II modeling system as the primary mechanism for 
determining indirect job creation associated with immigrant invested funds. H9wever, 
it is important to note that, depending on the target industry, it is the intent of the 
Lansing Regional Center to invest in projects that will be able to reflect direct I 

employment creation figures that will satisfy EB-5 Regional Center requirements. 
Due to the diversity of target industries to which investment will flow thr6ugh I 

the Lansing Regional Center it is our conclusion that the RIMS II modeling system 
will provide the most accurate depiction of the investments within our regional I 

economy. Each investment will be analyzed thoroughly prior to fund disbursement to 
ensure that employment growth expectations will be attained. For example, sJctors 
such as mixed-use real estate development projects may require the use of in~ustry 
specific ratios associated with employment and square footage. When these r~tios 
are utilized, all sources of information will be obtained from leading industry I 

resources and all citation and contacts will be provided with EB-5 verification reports. 
Information regarding the use of RIMS II multipliers as well as I 

applicable multipliers for the Greater Lansing Region can be found on immediately 
following pages. 
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Gre';rt1r. Lansing RIMS II Economic Multipliers I 

:o Multiplier I 

INDUSTRY 
Final Demand Direct Effect 

Output Earnings Employment Value-added Earnings Employment 
(dollars) (dollars) Uobs) (dollars) (dollars) _(jobsl 

I [ 

Agriculture, forestry, fishing, and hunting I 
1 Crop and Animla Production 1.7922 0.2667 15.7506 0.7795 2.6219 1.6602 
2 Forestry and Fishing and related activities 1.9029 0.7725 36.0869 0.9631 1.411 1.2619 

I 
Mining I 

I [ 

3 Oil and gas extraction 1.3974 0.3443 6.4346 0.86 1.4303 1.983 
4 Mining, except oil and qas 1.4103 0.2784 5.3944 0.8379 1.591 2.2288 .... 
5 Support activities for mining 1.5358 0.2681 5.9544 0.8328 2.3206 2.6867 

I 

·[ 
Utilities I 

6 Utilities 1.2917 0.2088 3.563 0.7735 1.l)76 2.7917 

I 
Construction I 

r 7 Construction 1.7612 0.5283 14.6427 0.9368 1.6~ 91 1.7722 

I 
Manufacturing I 

8 Wood product manufacturing 1.6151 0.2984 8.3259 0.6644 2.01124 2.0842 
9 Nonmetallic mineral product manufacturino 1.6939 0.4245 9.4985 0.8248 1.7i179 2.1508 

L 
10 Primary metals manufacturing 1.4964 0.3217 6.7138 0.551 1.61718 2.2166 
11 Fabricated metal product manufacturinq 1.5853 0.3467 . 8.3438 0.7416 1.7:581 1.922 
12 Machinery manufacturing 1.6245 0.4269 9.1841 0.7429 1.6:323 2.036 
13 Computer and electronic product manufacturing 1.6376 0.403 8.7283 0.7307 q491 2.1982 

[ 
14 Electrical equipment and appliance manufacturing 1.525 0.3639 7.532 0.6783 1.~079 2.0699 
15 Motor vehicle, body, trailer, and parts manufacturing 2.0233 0.299 6.6231 0.609 3!028 4.8381 
16 Other transportation equipment manufacturing 1.4425 0.3082 6.0647 0.7052 1.6101 2.223 
17 Furniture and related product manufacturino 1.7042 0.3159 7.847 0.7521 2.2403 2.5685 
18 Miscellaneous manufacturing 1.6943 0.5506 10.7663 0.8572 1.4978 2.0207 

L 
19 Food, beverage, and tobacco product manufacturino 1.8604 0.3157 9.1893 0.6888 2!676 3.57 
20 Textile and textile product mills 1.5375 0.3249 8.6956 0.5825 q616 1.8489 
21 Apparel, leather, and allied product manufaCturing 1.6099 0.4527 13.7619 0.8624 1.S809 1.5929 
22 Paper manufacturing 1.4545 0.2519 5.6124 0.5764 1.9417 2.4672 

[ 23 Printing and related support activities 1.6368 0.4599 11.7742 0.8341 1.5809 1.732 
'4 Petroleum and coal products manufacturinq 1 0 0 0 I 0 0 
25 Chemical manufacturing 1.552 0.2637 5.0432 0.6315 2.1253 3.6404 
26 Plastics and rut)ber products manufacturinq 1.6051 0.257 6.1267 0.6552 2.1934 2.4269 

.r 
I 

Wholesale Trade I 
27 Wholesale Trade 1.6381 0.4584 10.0223 1.0328 1.5921 2.0622 

I 
Retail Trade I 

[ 28 Retail Trade 1.721 0.4858 19.5613 1.0496 1.6155 1.393 
I 

Transportation & Warehousing I 
29 Air transportation 1.5292 0.3618 8.2959 0.6543 1 6921 2.4061 

D 
30 Rail transportation 1.3601 0.1882 3.9612 0.7856 2.065 3.1778 
31 Water transportation 1 0 0 0 I 0 0 
32 Truck transportation 1.7979 0.464 12.4267 0.9155 1.:8328 1.9883 
33 Transit and ground passenger transportation 1.752 0 5475 24.6993 0.9177 1.:5708 1.3314 
34 Pipeline transportation 1.4715 0.2409 5.0892 0.6125 2.:2323 3 5516 

0 35 Other transportation and support actitivites 1.6927 0.6538 15.6905 1.175 113804 1.6005 
36 Warehousing and storage 1.7588 0.6671 18.9673 1.2117 113893 1.4734 

I 
Information I 

0 
37 Publishing including software 1.7662 0.4406 9.9805 0.9795 1!8789 2.5901 
38 Motion picture and sound recording 1.7177 0.4339 18.1524 0.8699 P.744 1.4 724 
39 Broadcasting and telecommunications 1.606 0.2917 6.7644 0.7972 2!1413 2.8483 
40 Information and data processing services 1.7975 0.3486 9.7329 0.8976. 2!5657 2.9658 

0 
I 

Finance and Insurance I 
41 Federal Reserve banks, credit intermediation and related services 1.4555 0.3326 7.557 1 0366 115731 1.9725 
42 Securities, commodity contracts, investments 1.8851 0.6584 18.1622 1.0453 1[5516 1.6312 
43 Insurance carriers and related actiivities 2 2097 0 5395 12.3695 1.0737 21.2495 2.6908 

0 44 Funds, trusts, and other financial vehicles 1.6004 0.3734 8.2568 0.5798 11.8892 2.5757 

Real estate and rental and leasing I 
45 Real estate 1 3804 0.1496 5.0332 0.9229 21.7249 2.2475 

0 46 Rental and leasing services and lessors of tangible assets 1758 0.255 8.0042 0.8334 4!0137 3.5711 

I 
Professional, scientific, and technical services I 

4 7 Professional, scientific, and technical services 1 8215 0.6314 13.9678 1.1083 115304 1.98 

I 

·-· .. I 
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I ;- Management of companies and enterprises ........._, ,.,..~ I 
48 Management of companies and enterprises 1.9009 0.6401 11.3205 1.1328 1.5604 2.4951 

[ I 
Administrative and waste management services I 

"-9 Administrative and support services 1.7623 0.5828 21.7553 1.0665 1.5277 1.4242 
1 Waste management and remediation services 1.7841 0.4313 11.0674 0.9108 1.8586 2.1906 

r I 

Educational services I 
51 Educational services 1.8925 0.658 28.0063 1.1162 1.4~25 1.338 

I 
Health care and social assistance I 

L 52 Ambulatory health care services 1.8192 0.6525 15.84 1.1498 1.4943 1.7531 
53 Hospitals and nursing and residential care facilities 1.8478 0.6009 17.0924 1.0446 1.5p13 1.6854 
54 Social assistance 1.8683 0.6878 42.8046 1.109 1.4V43 1.1961 

I 

[ 
Arts, entertainment, and recreation I 

55 Performing_ arts, museums, and related activities 1.7942 0.5945 25.7107 1.149 1.5(351 1.3694 
56 Amusements, gambling, and recreation 1.6959 0.4616. 20.3168 1.0421 1.5~16 1.3502 

I 
Accomodation and food services I 

I 57 Accomodation 1.6652 0.4583 20 2805 1.0045 1.:597 1.352 
58 Food services and drinking places 1.6995 0.4379 26.9427 0.8853 1.5:965 1.2382 

I 
I 

Other services I 

[ 59 Other services 1.8712 0.5386 20.7486 0.9914 1.~864 1.4896 
I 

Households I 
60 Households 1.1215 0.2912 9.8777 0.6526 I 0 0 

[ 
I 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
~0 
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RIMS II Multipliers for Output, Earnings, 

and Employment 

RJMS II provides users with five types of multipliers: 
Final-demand multipliers for output, for earnings, and 
for employment and direct-effect multipliers for earnings 
and for employment. These multipliers measure the eco
nomic impact of a change in final demand, in earnings, 
or in employment on a region's economy.6 This section 
defines the RJMS II multipliers and gives brief examples 
of their use. (For a detailed discussion of the source 
data and methods used in the derivation of the RJMS II 
multipliers, see appendix A.) 

Final-Demand Multipliers for Output 

The final-demand multipliers for output are the basic mul
tipliers from which all the other RJMS II multipliers are 
derived. They are presented in the final-demand output 
multiplier table. (For a sample of this table, designated 
as table 1.1, see appendix D.) In this table, each column 
entry indicates the change in output in each row indus
try that results from a $1 change in final demand in the 
column industry. The impact on each row industry is 
calculated by multiplying the final-demand change in the 
column industry by the multiplier for each row. The total 
impact on regional output is calculated by multiplying the 
final-demand change in the column industry by the sum 
of all the multipliers for each row except the household 
row.i 

For example, suppose that final demand in the food 
products machinery industry in the Kansas City BEA eco
nomic area (hereafter called the Kansas City economic 
area) increases by $1 million.~ The effect of this increase 
in output on output in each industry in the economic 

6. The tenn "change in final demand," rather than the "change in output 
delivered to final users," is used in this handbook because of its widespread use 
in regional impact analysis. 

The impact of an increase in final demand, earnings, or employment differs 
from that of a decline only by the sign of the impact. 

7. The household row is excluded to avoid double counting, because each 
of the other row entries already includes earnings paid to households. 

8. For a listing of the 1721 A BEA economic areas and associated metropoli
tan areas, see ~ppcndix E . For a discussion of the procedure used to define 
the BEA economic areas, see Kenneth P. Johnson, "Redefinition of the BE1\ 
Economic 1\r0as." SuRVEY (l!' CUI~ RENT BUSi!\ES$ 75 !Fdm.:.ary 1995): 7 5--81. 

area is calculated from the column of final-demand out
put multipliers for the food products machinery industry 
(summarized in column 1 in table A ).9 According to these 
calculations, the output of the farm ~roducts and agri
cultural, forestry, and fishing services lindustry increases 
by $15,000 (0.0150 times $1 million)! the output of the 
industrial machinery and equipment ibdustry, which in
cludes the food products machinery ibdustry, increases 
by $1.0393 million (1.0393 times $1 tnillion); and total 
output in the economic area increases ~y $2.0655 million 
(2.0655 times $1 million). 

Table A.-Final-Demand Multipliers for the Food Prod
ucts Machinery Industry, Kansas City, MO·KS Eco-
nomic Area I 

OutpJt Earnings Employ-
Industry (dollars) (dollars) ment 1 

I 
Gobs) 

(1)1 (2) (3) 

Farm products and agricultural, forestry, and 
O.Q1150 fishing services .......................................... 0.0036 0.2846 

Industrial machinery and equipment ............. 1.0393 .3072 9.8743 
All other industries ........................................ 1.01112 .2983 14.1743 

Total .............................................................. 2.0655 .6091 24.3332 
I 

1. The employment multiplier is measured on the basis of h S 1 million change in output 
delivered to final demand. 

Multipliers for Earnings 
. I 

RIMS II provides two types of multipliers for estimating 
the impacts of changes on earnings: Fibal-demand multi
pliers and direct-effect multipliers. Thbse multipliers are 
derived from the table of final-demand butput multipliers. 

The final-demand multipliers for earbings can be used 
if data on final-demand changes are 1available. In the 
final-demand earnings multiplier table, 1each column entry 
indicates the change in earnings in eacli row industry that 
results from a $1 change in final demlnd in the column 
industry. The impact on each row ind~stry is calculated 
by multiplying the final-demand chadge in the column 
industry by the multiplier for each rowl The total impact 

9. For the complete final-demand output multip!J table for this economic 
area, see RIMS table 1.1 in <\ppendix D. 

3 
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on regional earnings is calculated by multiplying the final
demand change in the column industry by the sum of the 
multipliers for each row. 

For example, the effect of a $1 million increase in 
final demand in the food products machinery industry on 
earnings in each industry in the Kansas City economic 
area is calculated from the multipliers for earnings in 
column 2 'in table A . According to these calculations, 
earnings in the farm products and agricultural, forestry, 
and fishing services industry increases by $3,600 (0.0036 
times $1 million); earnings in the industrial machinery 
and equipment industry increases by $307,200 (0.3072 
times $1 million); and total earnings in the economic area 
increases by $609,100 (0.6091 times $1 million). 

The direct-effect multipliers for earnings can be used 
if data on the initial changes in earnings by industry are 
available. In the direct-effect earnings multiplier table, 
each entry indicates the total change in earnings in the 
region that results from a $1 change in earnings in the 
row industry. The total impact on regional earnings is 
calculated by multiplying the initial change in earnings 
in the row industry by the multiplier for the row. 

For example, suppose that output in the food products 
machinery industry in the Kansas City economic area in
creases so that workers in the industry will have additional 
annual earnings of$1 million. The effect of this increase 
on total earnings in the economic area is. calculated by 
multiplying the initial change in earnings of$1 million by 
the multiplier in the row for the food products machinery 
industry in the direct-effect earnings multiplier table. The 
multiplier is 2.0829, so the total impact on the economic 
area is an earnings increase of $2.0829 million (2.0829 
times $1 million). 10 

Multipliers for Employment 

RIMS II provides two types of multipliers for estimating 
the impacts of changes on employment: Final-demand 
multipliers and direct-effect multipliers. These multi
pliers are derived from the table of final-demand output 
multipliers. 

The fina'l-demand multipliers for employment can be 
used if data on final-demand changes are available. In 
the final-demand employment multiplier table, each col
umn entry indicates the change in employment in each 
row industry that results from a $1 million change in final 
demand in the column industry. The impact on each row 
industry is calculated by multiplying the final-demand 
change in the column industry by the multiplier for each 

I 0. The multiplier is from RIMS table 1.4, which is not included in this 
handbook. 

row. The total impact on regional employment is cal
culated by multiplying the final-demJnd change in the 
column industry by the sum of the mhltipliers for each 
row. I 

For example, the effect of a $1 million increase in final 
demand in the food products machinef industry on em
ployment in each industry in the Kansas City economic 
area is calculated from the multiplier~ for employment 
in column 3 in table A . According I to these calcula
tions, employment in the farm products and agricultural, 
forestry, and fishing services industry iqcreases by 0.2846 
jobs (0.2846 times 1 for each $1 mil[ion change in fi-

1 
nal demand); employment in the industrial machinery 
and equipment industry increases by 9.!8743 jobs (9.8743 
times 1 ); and total employment in the economic area 
increases by 24.3332 jobs (24.3332 tidtes 1 ). 

The direct-effect multipliers for eclployment can be 
used if data on the initial changes ib employment by 
industry are available. In the direct-dffect employment 
multiplier table, each entry indicate~ the total change 
in employment in the region that resJits from a change 
of one job in the row industry. Thb total impact on 
regional employment is calculated by dtultiplyingthe ini
tial change in employment in the ro~ industry by the 
multiplier for the row. 

For example, suppose that output in the food products 
machinery industry in the Kansas City economic area 
increases so that 1,000 new jobs in th~ industry are cre
ated. The effect of this increase on total employment in 

I 

the economic area is calculated by multiplying the initial 
change in employment of 1,000 jobs ~y the multiplier in 
the row for the food products machinery industry in the 
direct-effect employment multiplier tafule. The multiplier 
is 2.601, so the total impact on the ecorlomic area is 2,601 
new jobs (2.60 1 times 1 ,000). 11 • 

Choosing a Multiplier 

The choice of multiplier for estimatJg the impact of a 
project on output, earnings, and empldyment depends on 
the availability of estimates of the inidat changes in final 

I 

demand, earnings, and employment. If the estimates of 
the initial changes in all three measure~ are available, the 

I 

RIMS II user can select any of the RJMS II multipliers. To 
assess the reasonableness of the impabt estimates based 
on the multiplier selected, the user canl compare these es
timates with the estimates based on the other multipliers . 
In theory, all the impact estimates shoJld be consistent. 1 c 

II. The multiplier is from RIMS table 1.4, whi1 is not included in this 
handbook. I 

12. The impact estimates based on the product of the initial change in final 
demand and the final~demand multiplier for earning~ (or employment) reflect 
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In theory, all the impact estimates should be consistent. 12 

If the available estimates are limited to initial changes in 
final demand, the user can select a final-demand multi
plier for impact estimation. If the available estimates are 
limited to' initial changes in earnings or employment, the 
user can select a direct-effect multiplierY 

12. The impact estimates based on the product of the initial change in final 
demand and the final-demand multiplier for earnings (or employment) reflect 
national average relationships between output and earnings (or employment). 
In contrast, the impact estimates based on the product of the initial change 
in earnings (or employment) and the direct-effect multiplier for earnings (or 
employment) reflect regional relationships between output and earnings (or em
ployment). If the regional relationships differ from the national relationships, 
the two sets of estimates will differ and the estimates based on the direct-effect 
multipliers are preferable. 

13. In this instance, the user typically estimates earnings or employment 
impacts. However, by converting the initial changes in earnings or employment 

In some instances, such as estimating the impact of 
I 

shutting down an industry in a region, the user must select 
the output-driven multiplier for impact estimation. 1'1 The 
output-driven multiplier measures the thange in output in 
~ach row indus~ry that result~ from a 1$1 change in t~tal 
mdustry output m the column mdustry under study. Usmg 
the output-driven multiplier instead of the final-demand 
output multiplier ensures that the impJct of the industry's 
shutdown on its own output will not ekceed that output. 

into final-demand changes, the user can also estima!f output impacts. For the 
conversion method, see the section "Initial Changes.]' 

14. This multiplier, though not a part of RlMS II, can be derived from the 
final-demand output multiplier table. See appendix .t 
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Lansing Regional Center Operational Finances 

, It is the intent of the Lansing Economic Development Corporation to 
incorporate the expenses of Lansing Regional Center activities within the fiscal year 
2008-2009 into the LEDC's current budget (see attached) ending June 30th, 2009. 
This funding will be continued with subsequent budgets. 

Operating Budget (Application- June 30, 2009) 
Director's Salary (20 hrs I week): $10,750 
Marketing I Promotions: $8,000 
Legal/ Audit: $ 3,000 

The LEDC will be requesting a $38,590 budget increase for fiscal year 2009-
2010, and the program has the support of the administration in this request. 

Operating Budget (July 1, 2009- June 30, 201 0) 
Director's Salary (fulltime): $ 58,000 
Marketing I Promotions: $25,000 
Legal/ Audit: $15,000 

Funds related to the EB-5 Regional Center will be allocated from the LBDC's 
yearly services contract with the city of Lansing. 

Additionally, the LRC plans to assess a $30,000 non-refundable application 
fee in addition to an investors required capital investment which will be used fo~ 
administrative and legal costs. Understanding that marketing and staff costs ~ill 
accrue prior to the receipt of immigrant investment funds, the LRC plans to utili:ze the 
LEDC budget as previously stated. . ·I 

The allocated funds will sustain the EB-5 Program with sufficient emphasis on 
marketing and legal, as well as adequate staffing expenses. I 

The LEDC has the sole discretion over the use of all allocated budget fumds. 
Because the LEDC will serve as director of the EB-5 Regional Center all funds will be 
secure. 
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LANSING ECONOMIC DEVELOPMENT CORPORATION FY 2009 BUDGET 

0 As of 5/27/08Q 
FY 2008 2008 Difference of FY 2009 Difference of 

I OPERATIONAL REVENUES FY 2008 Actual ear-End 2008 Budg~t & Proposed 2008-2009 
Account Code Descri11tion Budget Year-to-Date Projection Year -End l?roj Budget Budgets 

0 280.600002 Parking System Revenue 12,000 2,550 14,576 
I 

2,~76 12,000 
.... 0.616101 Application Fees (Non-Brownfield) 19,500 18,000 18,500 (1,qoo) 13,000 (6,500) 

).616102. Brownfield Application Fees 7,500 34,500 34,500 21.qoo 14,000 6,500 
b.635003 Contract Service LBRA (Admin Fee) 62,319 72,051 72,051.00 9,ij32 66,638 4,319 

0 280.635004 Contract Service EPA Admin (BCRLF, Petro, HazSub) 2,750 151 151 (2,599) 100 (2,650) 
280.635006 Contract Service City 241,300 241,300 241,300 I 339,160 97,860 i 
280.635008 EDNSmartZone 20,000 (2o,qoo) 5,000 (15,000) 
280.670000 Interest Income 27,000 65,683 58,434 31 ·134 36,893 9,893 0 280.670301 Loan Interest Income 33,504 26,106 42,788 9,284 34,282 778 

From Fund Balance (Includes s1o.ooo Federal Public Affairs councilfor 2006 I 
280.679100 and $4,196 LCMF Loan Default Contingency for 2009) 20,000 10,000 (1o,qoo) 4,196 (15,804) 
280.680000 Miscellaneous Revenue 2,380 2,380 2,180 100 100 
280.680002 Annual Issuer's Fees 4,600 4,600 i 4,600 0 280.696282 Operating Transfer- TIFA 273,399 282,467 9,068 290,614 17,215 

Subtotal 723,872 462,721 781,747 57,875 820,583 96,711 

I 
PROGRAM REVENUE (PASS THRU) 0 280.547003 EDC-MDEQ Grant 2007 10,000 7,426 7,426 (2,574) (10,000) 
280.547004 Cool Cities Grant 65,000 61,725 61,725 (3,275) 35,000 (30,000) 

I 
280.635012 Fat;:ade Grant (Michigan Interfaith Trust Fund) 23,500 37,189 37,189 13,989 (23,500) 
280.679100 Fund Balance ($12,110 IT lnitiative/$81,564 Fao;:ade Grant Funds) 93,674 (93,674) 58,753 (34,921) 

0 Subtotal 192,174 106,340 106,340 (8S,a34) 93,753 (98,421) 

I 

Total Revenue 916,o46 569,061 888,087 (27,~59) 914,336 (1,710) 

0 OPERATIONAL EXPENSES . 
FY 2008 o;..,.,.,l., FY 2009 Difference of 

FY 2008 FY 2008 Year-End 2008 Budg~t & Proposed 2008-2009 
Account Code Descri!.ltion Budget Year -to-Date Projection Year-End Rroj Budget Budgets 

280.172650.702000. Salaries 383,600 333,129 376,991 (6,~09) 389,700 6,100 0 280.172650.715000. Fringe Benefits 9,000 8,278 7,941 (1,0159) 9,000 
280.172650.715002. Fringe Benefit Cafeteria Plan 161,100 123,922 146,820 (14,2180) 163,700 2,600 
280.172650.741000. Miscellanious Operating (Includes $10,000 Public Affairs Council in 2008 35,000 18,108 23,019 (11,9181) 15,000 (20,000) 
?80.172650. 7 41200. Promotions/Marketing 68,219 45,133 55,209 (13,0110) 150,452 82,233 0 ~.172650.741810. Dues and Subscriptions 1,325 1,100 1,145 (1180) 2,205 880 

).172650.743000. Contractual Services (Audit & Legal Fees) 22,500 17,752 17,752 (4,7i48) 23,300 800 
.:tl0.172650.744000. Utilities 10,300 8,449 8,955 (1.3j45) 15,180 4,880 
280.172650.745100. Building Rental 20,028 20,028 20,028 

(2,;114) 
20,028 

0 
280.172650.747000. Training/Conference 10,000 5,893 7,886 25,000 15,000 
280.172650.748000.1nsurance & Bonds 2,800 2,506 2,506 (~94) 2,822 22 
000.000000.000000 LCMF Loan Default 4,196 4,196 

· Subtotal 723,872 584,298 668,252 (55,6,20) 820,583 96,711 

0 PROGRAM EXPENSE (PASS THRU) 
23,500 15,000 37,189 (;;:~:~~) 

(23,500). 280.172650.7 43020 Fund Balance (Michigan Interfaith Trust Fund Grant Funds) 

280.172650.743020 Fund Balance (12,110 IT lnitiative/$81,564/Fao;:ade Grant Funds) 93,674 34,921 58,753 58,753 (34,921) 0 280.172650.743021 Cool Cities Grant 65,000 98,925 61,725 (3,2175) 35,000 (30,000) 
. 280.172650.974020 EDC-MDEQ Grant 2007 10,000 7,426 7,426 (2,5174) (10;000) 
I 

Subtotal 192,174 156,272 165,093 (27,0:81) 93,753 (98,421) 

I 

I 

I Total Expenses 916,Q46 740,570 833,345 (82,7~1) 914,336 (1,710) 

0 I 

Difference between Revenue and Expense 0 (171,509) 54,742 54,7!42 0 0 

0 Revised April24, 2008 Revised April 24, 2008 

0 
0 
0 

291 



0 

0 
0 . 
0 
-o 

0 
0 
D 
0 
:0 

0 
0 
0 
0 

~ p 
~ 

.. -······ ·- .. - .. -1----

0 0 

292 



·D 

0 
0 
,0 
:o 

0 
!0 
,0 
0 
0 
0 
0 
0 
0 
0 

'0 
!0 

0 
·D 

0 C) 

Escrow & Custodial Financial Services 

The Lansing Regional Center has entered into agreement with Fifth Third 
Bank to serve as escrow and custodial agent with all funds related to the Lansin9 
Regional Center EB-5 Immigration through investment program. 

Fifth Third will perform custodial services for all escrowed funds and will serve as the 
primary contact for all funds related to the Regional Center. Invested funds will I 

undergo a comprehensive due diligence process performed by Fifth Third Bank to 
certify all invested funds were obtained legally and in adherence with the U.S. P~triot 
Act Section 326 as provided in Appendix 1 of this application. 

In addition to the performance of escrow and custodial services Fifth Third Bank will 
handle all foreign currency exchange and provide all interested applicants with a full 

I 

suite of expatriate banking services to assist with all aspects of financial planning 
when locating to the United States. A description of these services is provided i~ 
subsequent pages. 

Contact Info: 

Bill Christenson, CISP, CTFA 
Vice President 
Senior Private Client Administrator 
2501 Coolidge Rd., Ste. 102 
MD RLANIC 
East Lansing, Ml 48823 
william.christensen@53.com 

Curtis D. Ballast, Vice President 
Fifth Third Bank - Institutional Services 
111 Lyon Street NW 
MD #RMNR1C 
Grand Rapids, Ml 49503 
PH: 616-653-5235 
curt.ballast@53.com 
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INTERNATIONAL BANKING NETWORK 

Fifth Third Bank maintains an extensive footprint 

throughout the United States. Additionally, 

representatives of our International team are 

strategically positioned in Toronto. Canada and 

Brussels. Belgium. 

We offer the products. services. and talented team of 

financial experts you need to transform your evolving 

bllsiness and successfully operate on a global scale. 

For more information on Fifth Third Sank's International 

BankJng Solutions, pleon visit \VWW.53.com ·---------FIFTH THIRD BANK ·,y~ A~ult 2007 
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BANKING SOLUTIONS Key Datu l'oinls 
Fifth Third's International Banking Team has the ... , .·: .-·-.: ....... · , .... _ ··<·· . :.--·- .. -~- .· .. ·.·. _ . -.- .· 

l1) 
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experience. insight and resources t~ deliver a -~!f~'\!:h~r.a,=~~h:~-~r8_n_k~_iih.~h~_ T~p ·.1~ ·up·~~-~~>--~(:: 
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our clients· specific needs. We provide customized ."-M?~~:_t~B~:-~·l,Oo··eHilO:n_::i~~-as·s~ts · Fifth Third Bank's 
International Team 

Our commitment to the International community 

is supported by a large team of specialized 

tnternational Bankers whose primilry focus is 

understanding and meeting your specific needs in 

the financial marketplace. 

At a glance~ our team Is ... 
• Strategically dispersed to better understand local 

economies and have direct access with the clients 

they serve. 

• Easily accessible to European parent companies 

through our offl ce in Brussels. Belgium. 

• Supported by a ful.l service Canac.Jian branch 

in Toronto. 

• Currently servicing .the needs of more than 

1,200' foreign-owned cOrporate clients and 5,000 

c::::l c::::J c::::J c:J c:J 

financial solutions to minimize risk and n'laximize · 
. . . . . 

.. :· .. EXt~.Qsi'-:~~~~-~~6-:k .. C?.f .fO.r€i~n._exct)~':~~-
opportunities in the international marketplace. 

Fifth 7/lird Bank"s broad array of 
banking services include: 
• Cash Management and deposftory services for 

U.S. and foreign parent companies. 

.. Internet Banking provides a secure channel 

facilitating balance reporting, funds transfers. and 

receivable and payable sorutions. 

• Lockbox/lmaglng service for U.S. check collection 

potentially redudng float and increasing cash flow. 

• Financing/Leasing for U.S. subsidiaries of foreign 

owned companies including lines of credit. term 

loans and eqllipment financing. 

• Cre-dlt Card payment solutions through issuance 

_savings.accoUnts. credit car~s. vehicle and home 

~c:J c:J c:::J c::J 
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Additional Worthy Accolades 
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Legal Services 

Legal services for the Lansing Regional Center will be provided by Foster, 
Swift, Collins and Smith, P.C. a Michigan based multi practice law firm which w~s 
established in 1902. Foster Swift will be handling all administrative work regardihg 
immigration documents as well as overseeing the execution of all escrow and 
partnership agreements related to Lansing Regional Center projects. 

Contact Info: 

Gary J. McRay 
Shareholder 
Foster, Swift, Collins and Smith, P.C. 
313 S. Washington Sq. 
Lansing, Ml 48933 
517-371-8285 
gmcray@fosterswift.com 

All Lansing Regional Center applicants will be encouraged to obtain personal 
immigration consul prior to the transfer of funds to ensure compliance with UnitJd 
States Immigration law and that all obligations are met with the Office of Home ~and 
Security. 
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Marketing I Promotional Efforts 

. Lansing is an international community. The city has large immigrant a~d . 
refugee populations as well as a significant international student body. Additionally 
the city is continuing to build upon its assets through its continually evolving Sister & 
Friendship City program, which is helping to elevate Lansing's international 
reputation to cultural and economic exchange in the global economy. 

The Lansing Regional Center plans to implement a multi-level marketing 
strategy to generate interest in open investment opportunities. Marketing str~tegies 
tend to evolve as a campaign unfolds. However, the Lansing Regional Cente~ plans 
to implement the following techniques upon receiving the regional center designation. 

1.) Reliance on Existing Business Relationships 
The Lansing EDC has forged a number of relationships with many 

international and immigrant businessmen whom now call Lansing home yet are still 
very connected to the business communities in their respective home cities, ahd 
have volunteered to assist with the distribution of print materials as well as organize 
small symposiums for interested investors to gather information about the program. 

2.) Michigan Economic Development Corporation- Shanghai Office 
The Lansing EDC has permission to distribute marketing materials through 

the Michigan EDC's Shanghai office in regards to the Lansing Regional Centdr. The 
MEDC is deeply entrenched within the Chinese business community recruitin@ 
companies to invest in Michigan and also assisting Michigan based companie~ with 
their expansions into China. Due to the nature of their daily operations, utilization of 
the MEDC will be critical in getting promotional materials in front of our target ~arket. 

Contact Info: 
Harry C. Whalen 
Manager lnternationai.Business Development 
State of Michigan 
Michigan Economic Development Corporation 
300 North Washington Square 
Lansing, Michigan 48913 U.S.A. 
Tel: (1) 517.241.4554 
Fax: (1) 517.241.3689 
e-mail: whalenh@michigan.org 

3.) Consulate General of the People's Republic of China 
The Consulate General has agreed to assist the city of Lansing in mar~eting 

the Lansing Regional Center. This connection will allow a direct link to the Larising 
Regional Center from the Consulate General's website, and provide a unique 
opportunity to foreign investors interested in Mid-west prospects. 

Contact info: 
Ping Huang 
Consul General 
Consulate-General of the People's Republic of China 
Chicago, IL 
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4.) Fifth Third Bank International Offices 
Fifth Third Bank has committed the company's International Desk, located in 

I 

Brussels, Belgium, for distribution of marketing materials. In addition, Fifth Third has 
agreed to market the program to clients who will be potential users. This will ~e a 

I 

key partnership as Fifth Third is seeking to expand their global presence and the 
Lansing Regional Center will be at the forefront of this expansion. 

5.) Website 
The Lansing Regional Center will also be marketed heavily on the internet 

through the Lansing EDC's website. The website design and deployment is bbing 
coordinated by Spartan Internet Consulting, which is a leading company in th~ field of 
internet marketing and strategic implementation. By utilizing cutting edge analytical 
tracking tools the website will be enabled to seek out potential investors and ptovide 
the Lansing Regional Center with unprecedented global exposure. 

6.) EB-5 Broker.s 
When necessary, the Lansing EB-5 Regional Center will work with bro~ers in 

countries where this type of process is customary. Through the broker network the 
Lansing Regional Center will gain true global exposure. 

7.) Greater Lansing Office of New Americans 
Under the guidance of Lansing Mayor Virg Bernero, Michigan State University, 

and the Lansing Economic Area Partnership (LEAP) an initiative has been cre6ted 
that will position the greater Lansing region as a true international community.! The 
Office of New Americans (ONA) is a new program under development that will 
coordinate all of the community's international assets to ensure that greater Ldnsing 
has a unified voice to the global community. The following are just a few of th~ 
office's ambitious objectives: leverage regional business assets into global ecbnomic 
growth, assist in the welcoming of refugee populations including employment I 

initiatives to ensure that we do not under-employ the population's vast intellect, 
implementation of new international business associations, and many other 
innovative programs to cater to the international community. 

In an effort to securing funding for the launch of this initiative the Lansing EDC 
along with our partner organizations presented the initiative to Mr. Rick Foster,IVP for 
Programs, W.K. Kellogg Foundation. The presentation was led by Dr. Soji Adelaja, 
Director of Michigan State University's Land Policy Institute, and was very well I 
received by the W.K. Kellogg Foundation. So much so, that the Foundation has 
asked for a formal proposal and suggested that several hundred thousand doll~rs 
would be made available to launch a pilot program. The formal proposal is beihg 
drafted for submittal at this time. 
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Lansing Regional Center Operational Structure 

Overview of the Lansing EDC: 
The Lansing Economic Development Corporation (LEDC) is a nonprofit 
organization established in 1976 for the purpose of attracting, expanding and 
retaining business and industry in.the City of Lansing. 

Our goals are: 
1.) Diversify our city's. economy by assisting the private secto[r 

in the creation of jobs and investment. 

2.) Create a sense of place that attracts the knowledge-based 
economy, entrepreneurial businesses, and young professionals to live and 
work in our global city. 

Detail. of Services 

- Local Advocate for Business 
The LEDC acts as an ombudsman and business advocate on be~alf of 
a private business with City agencies, as needed. We conduct a full
time pro-active business retention program, play a leadership rol~ and 
serve as a liaison with local, regional and state organizations. 

- Business Assistance 
The LEDC assists manufacturers and high technology firms in applying 
for tax relief on construction or new equipment investments. We also 
have the ability to issue tax exempt revenue bonds to finance or I 

refinance private industrial or not-for-profit development projects. fhe 
LEDC supports the development of business related projects including 
assisting in the submission of grant and loan applications for 1 
infrastructure development. 

- Sites & Brownfield Redevelopment 
The LEDC provides confidential site search assistance for businesses 
looking for a new location, as well as supporting documentation fdr 
businesses to make informed real estate decisions. Additionally tHe 
LEDC operates the City's Brownfield Redevelopment Authority wHich 
has the ability to offer financial and tax incentives to businesses fdr 
cleaning up and redeveloping contaminated and obsolete sites within 
the City. The LEDC also maintains an inventory of Brownfield site~ and 

I can apply for State and Federal grants and loans to fund redevelopment 
efforts on Brownfield properties. 

- Residential Development 
The LEDC administers the Lansing Renaissance Zone program which 
offers exemption from most local and state taxes for business and 
residential development located in the zone. The LEDC also 
administers Neighborhood Enterprise Zones within the City that provide 
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tax incentives for the rehabilitation or new construction of residential 
housing. 

- Downtown Development 
The LEDC offers a matching grant and a loan program to encourage 
redevelopment in the core downtown area. Our "Building Facade 
Improvement" program offers up to $5,000 in matching grant furlds to 

. I 

encourage property owners and tenants to make needed exterior 
building facade improvements. Additionally the LEDC's Busines~ 
Finance Assistance Program can provide loans to help busines~ 
development and expansion. 

- Linking Lansing & U Initiative 
In 2006 Mayor Virg Bernero launched a new pro-active initiative, titled 
"Linking Lansing & U," with the sole purpose of developing programming 
and out-reach efforts to engage Lansing's student population. I 

Programming revolves around three distinct focuses: employment I 
internships, housing, and entertainment. Since its launch "Linkinb 
Lansing & U" has engaged over 1,000 students in a multitude of events 
including wildly successful job shadow days, networking events, knd 
student volunteer opportunities. 

The LEDC is also actively involved in workforce development and economic 
development initiatives on both the state and regional levels. These close

1

1 ties 
bring access to additional resources and expertise including: vocational and 
employment training, utilities, transportation, research and higher educatibn 
and intergovernmental cooperation. 

Lm1sing Econotnic Developrnent Corporation 
Organiz:Hional Chnrt 

rl Robcn L. T<o>i,.,.J<. I 

1
'--_P•_••"-""',-' &_CE_o____, 

I 
K.ul Qo,hirn., I 
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\ 
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Lansing Regional Center Project Flow Chart: 

Lansing Regional 
Center 

(General Partner) 

Lansing EDC 
(Supervisor) 

Limited 
Partnership 

I 
Project 

Role of Lansing Economic Development Corp. (LEDC): 

0 

Foreign Investors 
(Minority Partner) 

The LEDC will be retained as council pursuant to any advisory agreements entered 
into by the General Partner on behalf of each limited partnership to provide 
administrative services as follows: 

• Identifying qualifying investments 
• Completing due diligence in regards to proposed investments 
• Monitoring qualifying investments for job creation and other EB-5 com~liance 

requirements . 
• Providing accounting and reporting services for qualifying investments 
• Assisting qualifying businesses in obtaining future financing 

Role of Lansing Regional Center (LRC): 
The LRC will operate as a limited liability company under the supervision of the 
Lansing EDC Board of Directors. LRC will have a separate independent board of 
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directors which will provide oversight of the fund and direction to the LRC Ma~ager. 
The LRC Director will be an employee of the Lansing EDC and will be in charge of 
day-to-day management of each limited partnership. Management responsi8ilities 
shall include: 

• Marketing qualifying investments to limited partners 
• Determining that qualified investments meet minimum criteria 
• Assuring that investments generate job creation criteria set forth by the EB-5 

Progmm I 

• Supervise investment to insure financial performance and continued EB-5 
Program qualification 

• Providing detailed financial reports to Limited Partners . 
• Maintenance of accounting books and records for each Limited Partnership 
• Retaining all professional services that may be deemed necessary for each 

Limited Partnership 
• Providing detailed financial and status reports to LRC & LEDC Boards of 

Directors 

305 





0 0 0 
0 iljFifth Third Bank 

0 CUSTODY SERVICES AGREEMENT 

This CUSTODY SERVICES AGREEMENT (collectively with all schedules, exhibits, amendments, and addenda hereto, this 

0 
"Agreement") is made effective as , by and between FIFTH THIRD BANK, llliLyon Street NW, MD 
# RMNRlC, Grand Rapids, Michigan 49503 ("Custodian"), , 
________ ("Customer"). Custodian and Customer hereby agree as follows: I 

o 1. DEFINITIONS. For purposes of this Agreement, the following capitalized terms shall have the meanings s~t forth below. 

"Account" means the custodial account maintained by Custodian pursuant to this Agreement establishea in the name of and 
on behalf of Customer. J 0 "Agreement" means this Custody Services Agreement and all schedules, exhibits, amendments and addenda hereto. 

"Class Actions" means lawsuits initiated by or on behalf of a corporation that entitle the shareholders df such corporation. to 

0 
participate in such lawsuit by electing to so participate. I 

"Corporate Action Information" means all information communicated to Customer related to Corporate Actions when 
securities related to such Corponite Actions are held in the Account. 

0 "Corporate Actions" means any actions undertaken by an issuer corporation that have an effect upon shareholders or 
entitlement holders of the corporation's securities (so long as such securities are held in the Account) including, without limitation, the 
inception of Class Actions. 

0 "Custodian" means Fifth Third Bank, an Ohio banking corporation, acting pursuant to this Agreement. 

"Customer ID" means a Customer-specific user identification code. 

0 
"Customer" means the party executing this Agreement for which the Custodian is performing the Services. 

"Depository" means the Depository Trust Company, the Federal Reserve or such other sub-custodian Js Custodian may from 
time to time nominate. . I 

·0 "Information" means the methods, techniques, programs, devices and operations of Custodian arising l'in connection with the 
services and products provided in connection therewith. 

"Instructions" means the data messages, in a form and format acceptable to Custodian, submi, ed by Customer and 

0 successfully received by the Workstations, which requests that .a task be performed on behalf of Customer or its customers regarding 
trust and/or demand deposit account funds maintained in the Account. . I 

0 
0 
0 
0 
0 
0 
0 

"Mandatory Corporate Actions" shall mean those Corporate Actions for which the effect on the sha~eholders or entitlement 
holders may not be modified by the Customer, including but not limited to, cash dividends, stock dividends, rergers, name changes, 
mandatory calls, and other mandatory corporate reorganizations. 

"Other Instructions" means the messages, in a form and format acceptable to Custodian, submitted by Customer and 
successfully received by Custodian, which request that a task be performed on behalf of Customer or its custolners regarding stock or 
other securities held in Customer's Account that does not relate to Voluntary Corporate Actions or the Custom1er's Voluntary Election 
Instructions. I 

"Proper Instruction" means the written and manually signed instructions of the person(s) identified in !writing by Customer as 
being duly authorized by Customer to have authority over the Property. 

"Property" means the property listed on a certain receipt(s) or as indicated on the confirmation separately supplied by 
Custodian to Customer in connection with this Agreement, which may include, without limitation, common antl preferred stocks, 
bonds, debentures, notes, money market instruments or other obligations, and any certificates, receipts, warranls or other instruments 
or documents representing rights to receive, purchase or subscribe for any of the foregoing, or evidencing any ~ther rights or interests 
therein. 

"Services" means the custody services specified in the Custody Services Schedule attached hereto as Schedule 1. 

"Transactions" means the Custodian's performance of certain tasks pursuant to Proper Instructions. 
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"Voluntary Cornorate Actions" 0 those Corporate Actions for which sharehoiQ or entitlement holders are entitled or 
required to make an election or decision among alternative courses of action such as, among other things, certain tender offers, 
conversions, distributions or exchanges that are voluntary by their terms. 

"Voluntary Election Instructions" means those messages timely delivered from Customer to fustodian identifying 
ustomer's election or decision among alternative courses of action triggered by the occurrence of a Voluntary O:orporate Action. 

0 2. DEPOSIT OF PROPERTY. Customer has deposited the Property, or may deposit additional Property, lwith Custodian. The 
. purpose of such deposit is to obtain from Custodian the Services. The Services shall include those normally an9 customarily provided 

by Custodian with respect to Property including safekeeping, trading, deposits, withdrawals, income, corporate actions, puts, calls, 

0 
overdrafts, record retention, reports and such other related services as Custodian may offer from time to time. I 

3. DESCRIPTION OF PROPERTY. Customer represents and acknowledges that the description of the froperty listed on the 
receipt(s) or confirmation is an accurate description of the Property. Custodian shall not be responsible for any property until actually 

0 
received by Custodian. Securities held by Custodian shall, unless payable to bearer, be registered in the name of the Custodian for the 
accountofthe Customer or its nominee, as Custodian may appoint, and at any time remove, in Custodian's soleldiscretion. Custodian 
may deposit all or a part of the Property in a Depository; provided, however, no such deposit or appointment shall relieve the 
Custodian of its obligations under this Agreement. Custodian, in accordance with it normal and customary p~ctices, will segregate 

0 and identify on its books as belonging to the Customer all Property held by Custodian or any other entity authdrized to hold Property 
in accordance with this Agreement. I 

4. APPOINTMENT AS CUSTODIAN. Customer hereby constitutes and appoints Custodian as custodian of the Property and 

0 Custodian agrees to act in the capacity as custodian with respect to the Property during the term of this Agreelnent. Custodian shall 
perform the Services and maintain the Account as set forth herein. Custodian shall be held to the exercise of reasonable care in 
carrying out its obligations under this Agreement. Custodian shall have no investment authority, nor any duty or obligation to 

0 
supervise or advise Customer on any investments. Except as specifically set forth herein, Custodian shall have no liability and 
assumes no responsibly for any non-compliance by Customer of any laws, rules or regulations. 

5. SCOPE OF SERVICES. Custodian may mak~ changes to the Services and/or the Fee Schedule attached hereto as Schedule 2 
based upon, but not limited to: technological developments; legislative, regulatory, third party depository or suti-custodian operational 

0 changes; or the introduction of new services by Custodian. Custodian will notify Customer of any changes tdl the Services that will 
affect Customer at least 30 days prior to the effective date of such changes. . · 

<. INSTRUCTIONS; RELIANCE BY CUSTODIAN. Custodian is authorized to rely and act on Proper Instructions in providing 

0 .e Services, whether such Proper Instructions are received via telephone, facsimile, or by bank wire so long a~ Custodian believes in 
500d faith that such Proper Instructions have been given by an authorized person or agent acting on behalf ofil Customer. Custodian 
will only rely upon Proper Instructions sent via electronic mail if Proper Instruction specifically approves this method of delivery in 

0 writing (by other than electronic means) prior to the delivery of such Proper Instructions by electronic mail. Custodian is also 
authorized to rely and act upon instructions transmitted electronically through the Institutional Delivery System :(IDS), a customer data 
entry system, or any other similar electronic instruction system acceptable to Custodian. Custodian will not be jiable for any failure to 

0 
execute instructions or failure to receive Property due to incbrrect, incomplete, conflicting or untimely instructlons. Custodian, in its 
discretion, is authorized to accept and act upon orders from Customer, whether given orally by telephon~ or otherwise, which 
Custodian in good faith believes to be genuine. Customer shall cause all oral instructions to be confumed i~ writing by a written 
Proper Instruction. Custodian's records will be conclusive as to the content of any such instruction, tegardless of whether 

0 confirmation is received. I 

7. REIMBURSEMENT FOR COSTS, EXPENSES. Custodian is authorized to take all steps it deems neyessary or advisable to 
complete a transaction and shall be reimbursed for all costs, losses and liabilities if settlement is not accomplished due to Customer's 

0 failure for any reason to follow Custodian's instructions with respect to the Property or the Account. Cus~odian is authorized to 
execute, in the name of Customer, any certificates of ownership, declarations or other certificates required unddr any tax or other laws 
or governmental regulation now or hereafter in effect. Custodian will have the right to setoff against the Propfrty held by Custodian 
hereunder and upon any deposit account of Customer for the following: (i) compensation, expenses, commitments made by Custodian 

0 upon instructions of Cust.omer or its authorized agent; (ii) reimbursement of taxes incurred by Custodian for thel1 Account of Customer; 
and (iii) other liabilities of Customer to Custodian, however created. . · . 

8. SETTLEMENT PRACTICES. Custodian will settle trade orders as instructed by the Customer. Custodian will not be liable or 0 accountable for any act or omission by, or for the solvency of, any broker or agent effecting such transaction. I 

9. INDEMNIFICATION. Custodian shall not be liable for, and Customer agrees to indemnify and hold harmless Custodian and any 
nominee appointed pursuant to the terms hereof, from and against any loss, damage, cost, expense (includ~~g attorneys' fees and 

0 disbursements), liability or claim of any third party arising directly or indirectly (a) from the fact that any of thb Property is registered 
:'1 the name of any such nominee, or (b) from any action or inaction by the Custodian or such nominee (i) at thcl request or direction of 

· in reliance on the advice of Customer, or (ii) upon Proper Instruction, or (c) generally, from the performa~ce (or absence or lack 

0 .. tereof) of its obligations under this Agreement; provided, however, that neither Custodian nor any nominee sfiall be indemnified and 
held hannless from and against any such loss, damage, cost, expense, liability or claim arising from Custodi~n's or such nominee's 
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0 gross neg~gence~rwill:l misconduct Ostomer reques~ Custodian to take any actionG respect to Jerty fuat may, in fue 
opinion of Custodian, result in Custodian or its nominee becoming liable for the payment of money or incurring !liability of some other 

0 
form, Custodian shall not be required to .take such action until Customer shall have provided indemnity therefbre to Custodian in an 
amount and form satisfactory to Custodian. I 

J. LIMITATION OF WARRANTIES. OTHER THAN THE EXPRESS WARRANTIES (IF ANY) MADE IN THIS 
AGREEMENT, CUSTODIAN DISCLAIMS ALL WARRANTIES INCLUDING, WITHOUT LIMITATIONJ ANY EXPRESS OR 0 IMPLIED WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE WITH RESPECT TO ALL 
PRODUCTS AND SERVICES PROVIDED HEREUNDER. Without limiting the foregoing, Custodian shail not be liable for lost 
profits, lost business or any incidental, consequential or punitive damages (whether or not arising out of ci~cumstances known or 

0 foreseeable by Custodian) suffered by Customer, its customers or any third party in connection with any of tile products or services 
made available hereunder. Custodian's liability under this Agreement shall in no event exceed an amount eq~al to the lesser of (i) 
actual monetary damages incurred by Customer or (ii) an amount not to exceed one-half of the net fees paid t6 Custodian within the 

0 
prior three calendar months immediately preceding the date on which Custodian received a written notice frofu Customer regarding 
such damages. In no event shall Custodian be liable for any matter beyond its reasonable control, or for damages or losses wholly or 
partially caused by the Customer, or its employees or agents, or for any damages or losses which could have been avoided or limited 
by Customer giving prompt written notice to Custodian. Customer shall bring no cause of action, regardless ol

1

f form, more than one o year after the cause of action arose. 

11. LIQUID FUNDS. Custodian shall not be liable for, or considered to be the custodian of, any cash belonging to Customer or any 
money represented by a check, draft or other instrument for the payment of money, until Custodian or its agentk actually receive such 

I 

0 cash or collect on such instrument. So long as and to the extent that it is in the exercise of reasonable care, Custodian shall not be 
responsible for the title, validity or genuineness of any property or evidence of title thereto received or deliveretl by it pursuant to this 
Agreement. Custodian shall not be required to enforce collection, by legal means or otherwise, of any mon¢y or property due and 

0 
payable with respect to any Property held in the Account if such Property is in default or payment is not made after due demand or 
presentation. I 

12. CONFIDENTIAL RECORDS. Custodian shall treat all records and information relating to Customer and the Account as 
confidential, except that it may disclose such information after prior approval of Customer, such approval riot to be unreasonably 

0 withheld. Custodian will be authorized to disclose any information regarding Customer, the Property, and the Account that is required 
to be disclosed by any law, governmental regulation or court order in effect without having received Customer'~ prior approval. 

13. CONFIDENTIALITY. Customer acknowledges that the Information is of a confidential nature, and is Ia valuable and unique 
~set of Custodian's business. During the term of this Agreement and following the expiration or termination thereof, Customer shall 

.~ot make or permit disclosure of any Information to any person or entity (other than to those employees and agents of Customer who 0 
participate directly in the performance of this Agreement and need access to Information I 

0 14. STATEMENTS. Inquiries regarding any valuations or other reports must be submitted to Custodian w\thin thirty days of the 
receipt of the Custodian's statement or report, and on expiration of this period, statements and reports shall be deemed correct and 
accepted by Customer. Express or tacit approval of such statement or report implies acceptance of the varioJs entries listed therein 

0 and approval of any reservations made by Custodian. Thereafter, Customer assumes the responsibility to correc~ any and all errors. 

15. FEES. Customer shall pay to Custodian when due all fees and expenses arising in connection with the Se~ices and the Account 
in accordance with the Fee Schedule (as may be amended from time to time) and billed or charged according tb Customer's customer 

0 profile schedule maintained at Custodian's place of business. Customer shall receive no less than thirty d~ys prior notice of any 
changes in the Fee Schedule. If Customer fails to pay Custodian for any fees and expenses owed within thirty days after invoice, 
Custodian may charge such fees and expenses to any deposit account of Customer or in the name of Custome~. Custodian may also 

0 
assess usual and customary late payment fees for payments past due more than thirty days after invoice. · 

16. NO WAIVER. The failure of Custodian to insist on strict compliance, or to exercise any right or remedy under this Agreement, 
shall not constitute a waiver of any rights contained herein or estop Custodian from thereafter demanding full and complete 
compliance or prevent Custodian from exercising such remedy in the future. 0 17. FORCE MAJUERE. Custodian shall not be liable for any failure or delay in performance of its obligations under this 
Agreement arising out of or caused, directly or indirectly, by circumstances beyond its reasonable control, including, without 
limitation, acts of God; earthquakes; fires; floods; wars; civil or military disturbances; sabotage; strikes; e1pidemics; riots; power 

0 failures; computer failure and any such circumstances beyond its reasonable control as may cause interruption! loss or malfunction of 
utility, transportation, computer (hardware or software) or telephone communication service; accidents; labor disputes, acts of civil or 
military authority; governmental actions; or inability to obtain labor, material, equipment or transportation; Rrovided, however, that o the Custodian in the event of a failure or delay shall endeavor to ameliorate the effects of any such failure or delay. . 

\8. INDEPENDENT CONTRACTOR. This Agreement is not a contract of employment and nothing cont~ined in this Agreement 
111 be construed to create the relationship of joint venture, partnership, or employment between the parties. 'ifhis Agreement and all 

0 .A the provisions hereof shall be binding upon and inure to the benefit of the parties hereto and their respecti~e successors, and their 
permitted transferees and assignees. . 
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19. ENTIRE AGREEMENT. This A{),ent constitutes the entire agreement betwQthe parties and supersedes all prior 
agreements, understandings, and represencit(o'~~ regarding the subject matter of this Agreement. No amendm1ent to this Agreement 
shall be valid, unless made in writing and signed by both parties; provided, however, Custodian may amend or! otherwise modify this 
Agreement, and any addenda, amendments, exhibits or schedules thereto, provided such modification does not create any new 

'ligation on the part of Customer and does not materially diminish any service being provided by Custodian !hereunder. Custodian 
.;hall give Customer notice of such changes by ordinary mail. This Agreement is for the benefit of, and rna~ be enforced only by, 
Custodian and Customer and their respective successors and permitted transferees and assignees, and is not for the benefit, of and may 
not be enforced by, any third party. I 

20. VALIDITY AND BINDING EFFECT. Customer hereby warrants and represents to Custodian: that Customer has full power 

0 and authority to enter into this Agreement; that the execution, delivery and performance of this Agreement havb been duly authorized 
by all necessary corporate or partnership or other appropriate authorizing actions; that the execution, delivery ahd performance of this 
Agreement will not contravene any provision or constitute a default under any other agreement, license or contl-act, written or oral, to 
which Customer is bound; and that this Agreement is valid and enforceable against Customer in accordarlce with its terms and 0 conditions. I 
21. NO ASSIGNMENT. Customer agrees not to sell, assign, sublet, pledge, hypothecate, suffer a lien upon or against, or otherwise 
encumber any interest in this Agreement, in whole or in part. Should Custodian assign this Agreement ~r should the fees due 

0 hereunder be assigned, no breach or default of this Agreement by Custodian to its assignee shall excuse performance by Customer of 
any provision hereof I 

(1 22. SEVERABILITY. If any term or provision of this Agreement or any application thereof shall be invalid or unenforceable, the 
l.JJi remainder of this Agreement and any other application of such term or provision shall not be affected thereby. 

23. NO IMPLICIT DUTY. Custodian shall have no duties or obligations whatsoever except such duties and obligations as are 
rl specifically set forth in this Agreement, and no covenant or obligation shall be implied in this Agreement against Custodian. 

LJ 24. COUNTERPARTS. This Agreement may be executed in one or more counterparts, and by the pa~ies hereto on separate 
counterparts, each of which shall be deemed an original but all of which together shall constitute but one and thf same instrument. 

0 25. GOVERNING LAW. This Agreement will be governed by and construed according to the laws of the State of Ohio. The 
parties hereby consent to service of process, personal jurisdiction, and ven\le in the state and federal court~ located in Cincinnati, 
Hamilton County, Ohio, and select such courts as the exclusive forum with respect to any action or proceeding brought to enforce any 

0 
1\ability or obligation under this Agreement. 

~6. TERMINATION. Customer or Custodian may terminate this Agreement upon thirty days prior written ~otice to the other party 
by registered, certified or express mail. Custodian will charge fees up to and including the last day of the bill fog period in which the 
effective date of termination occurs. Notice of termination shall be effective on the date of receipt thereof. If Customer fails to 

0 designate a successor custodian on or before the effective date of termination, then Custodian shall have the right to deliver all of the 
Property then held in the Account to Customer. Thereafter, Customer (or the designated replacement custoddn) shall be custodian of 
the Property and Custodian shall be relieved of all obligations under this Agreement. · 

0 27. SPECIFIC REQUIREMENTS OF THIS CUSTOMER. 

0 
0 
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date first set forth above. 

CUSTOMER: 

Date: ___________ _ 

Accepted: _______ _ 

FIFTH THIRD BANK 

Title: 

CUSTOMER'S ADDRESS: 

CUSTODIAN'S ADDRESS: 

Fifth Third Bank 
111 Lyon Street NW- MD# RMNRlAI 
Grand Rapids, Ml 49503 



0 0 0 

0 flJFifth Third Bank 

0 Schedule 1 

SCHEDULE OF CUSTODY SERVICES 

D Custodian shall perform the custody services set forth below (the "Custody Services") in connection with 1the maintenance of a 
custodial account in the name of and on behalf of Customer, in accordance with the terms and conditions o~ the Agreement. The 

0 Custody Services made available by Custodian are subject to change from time to time without notice; providea, however, Custodian 
shall endeavor to notify Customer of any changes to the below Custody Services that will affect Customer at lebt thirty days prior to 
the effective date of such changes. Capitalized terms used below have the meanings set forth in the Agreement. I 

0 A. SAFEKEEPING. Custodian will maintain in its vault or at a Depository, or sub-Custodian identi~ed on its books as the 
property of the custodial account(s) of Custodian, all Property that it now or hereafter receives for the Account(s~ of Customer. 

B. TRADING. Custodian will, upon Proper Instructions, sell, assign, transfer, deliver, purchase o~ acquire securities or o other property for the Account. I 

C. DEPOSITS OR WITHDRAWALS. Custodian will, upon Proper Instructions: (a) deliver or receive securities or other 
properties; and (b) transfer or make payments from the Account of such cash or securities to such person(s) s:pecified by Customer. o Unless Customer directs otherwise, excess cash will be invested in the Custodian's investment/sweep alternatives. 

D. INCOME. Custodian will collect and receive all cash or property related to, associated with or ~arned by, the Property 
as interest, dividends, proceeds from transfer, and other payments for the Account of Customer. Custodian will convert cash 

0 distributions denominated in foreign currency into United States dollars at Custodian's then applicable dte for the account of 
Customer. In effecting such conversion, Custodian may use such methods or agencies as it deems necessary and appropriate at the 
current prevailing rates. 

0 E. CAPITAL CHANGES. Custodian will notify Customer of capital changes, limited to those securities registered in a 
.1ominee's name and to those securities held at a Depository or sub-custodian acting as agent for CustodiJn. Custodian will be 
responsible only if the notice of such capital change is published by Xcitek, DTC, or received by registered mAil from the agent. For 

0 market announcements not yet received and distributed by Custodian's services, Customer will provide Custpdian with appropriate 
instructions. Custodian will, upon receipt of Customer's response within the required deadline, affect such action for receipt or 
payment for the Account of Customer. For those responses received after the deadline, Custodian will affect sJch action for receipt or 
payment, subject to the limitations of the agent(s) affecting such actions.. I 0 F. PUTS. Custodian will promptly notify Customer of put options only if the notice is received by registered mail from the 
agent. Customer will provide Custodian with all relevant information contained in the prospectus for any secuJity that has unique put 
option provisions and provide Custodian with specific tender instructions at least ten business days prior to thb beginning date of the o tender period. . I 

G. SHAREHOLDER COMMUNICATIONS. Custodian will, as set forth in the Customer Profile Schedule, either 
receive, execute or cause to be transmitted all shareholder communications. With regard to any temporary casH investment offered by o Custodian, Custodian shall respond on behalf of the Customer. 

H. RECORD RETENTION. Custodian will, at all times, maintain books and records relating to the Account in accordance 
with its normal and customary procedures and will reasonably make available for inspection such records to duly authorized officers, 

0 employees, or agents of Customer or by legally authorized regulatory officials who are then in the prdcess of reviewing the 
Customer's financial affairs upon adequate proof to Custodian of such official status. 

I. REPORTS. Custodian will provide such reports as set forth in the Customer Profile Schedule and notify the Customer of o each transaction confirmation via a monthly statement of transactions and holdings. 

J. COMMUNICATIONS. Custodian shall be authorized to rely upon the accuracy and genuineness of all data received 
through electronic means and initiated by any person authorized by Customer. In its employment of such tlevices, Customer will 

0 safeguard and maintain the confidentiality of all passwords or numbers and will disclose them only to thosel employees who are to 
have access to the Account. Custodian may electronically record any instructions or other telephone discussions. Custodian may 
electronically record any instructions given by telephone, and any other telephone discussions with resp1ect to the Account or 

0 .ransactions pursuant to the Agreement. 

K. OVERDRAFTS. At the discretion of Custodian in cases concerning overdrafts, the Account may be charged interest at a 
rate determined by Custodian in its discretion. 

0 
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OPERATING AGREEMENT 
OF 

0 

THIS OPERATING AGREEMENT is made and entered into as of the of 
___ , 2008 ("Effective Date") by and among ~~~~~~~@§~~~81, a 
Michigan limited liability company, and the persons executing this Operating as 
Members of the Company as follows: 

ARTICLE I -DEFINITIONS 

1.1 Act. Act shall be defined as the Michigan Limited Liability Company Act, being 
Act No. 23, Public Acts of 1993, as amended. 

1.2 Affiliate. Affiliate shall mean any other Person directly or indirect!~ controlling 
or controlled by or under direct or indirect common control with such specified IPerson: For 
purposes of this definition, "control" when used with respect to any specified Pers9n means the 
power to direct the management and policies of such Person, directly or indire9tly, whether 
through the ownership of voting securities, by contract, through an employer and employee 
relationship, or otherwise, and the terms "controlling" and "controlled" haJe meanings 
correlative to the foregoing. 

1.3 Agreement. The Agreement shall be defined as the valid written Operating 
Agreement signed by the Members of the Company executing an organization or/ subscription 
agreement, which Agreement specifies the affairs and conduct of the Company, including any 

I 

provision in the Articles pertaining to the affairs and conduct of the business of the <Company. 

1.4 Articles. Articles shall be defined as the Articles of Organization as filed with the 
Michigan Department of Labor & Economic Growth, Bureau of Commercial Services, 
Corporation Division as required by the Act. 

1.5 Assigmnent. Assignment shall include any type of sale or transfer <Df a Member's 
Membership Units in the Company. 

1.6 Capital Accounts. Capital Account shall be as defined in paragraph 4.5 of tpis 
Agreement. 

1. 7 Code. Code is defined as the Internal Revenue Code of 1986, as amencled. 

1.9 Contributing Member. Contributing Member shall be defined as a Member 
choosing to make additional contributions when another Member becomes a i~o:rrco,mrttm:tlng 
Member. 

1.10 Contribution. Contribution shall mean anything of value that a pefjSOn contributes 
to the Company as a prerequisite for, or in connection with, membership, including cash, 

·-·· ····· ____ .__. ____ ,_ ··············-···· ·-···· ..... - .... ·-· --···- -··-- -··· ---·--··-------1 
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property, services performed, or a promissory note or other binding obligation to contribute cash 
or property, or to perform services. 

1.11 Control. Control shall be defined as the possession, directly or indirectly, of the 
power to direct or cause the direction of the management, activities or policies of any person 
through the ownership of voting securities, by contract, employment or otherwise. 

1.12 FSC&S. FSC&S shall be defined as Foster, Swift, Collins & Srruth, P.C., a 
Michigan professional corporation. 

1.13 Indemnified Person. An Indemnified Person shall be any individual indemnified 
pursuant to the provisions of this Agreement. 

1.14 Class A Member.· The Class A Member is 
The Class A Member shall have all of the voting rights of Members. 

1.15 Class B Member. Each Member who (1) contributes $5l[Cl1~Q,dO to :Rurchase one 
···············•·-····-··-·. I 

Unit of Membership Interest of the Company; (ii) executes a Subscription Agreement; and (iii) 
has the Company accept the Subscription Agreement shall become a Class B Metnber and as 
such shall have no voting rights as a Member since all voting rights are held by the Class A 
Member. 

1.16 Member Representative. A Member Representative shall be defined as an 
individual designated by a Member who is authorized to act on behalf of said Merrib~r. 

1.17 Membership Interest or Interest. Membership Interest or Interest shdn be defined 
as a Member's rights in the Company, including, but not limited to, the right of~ Member to 
receive distributions of the Company's assets and any right of a Member to vote or ~articipate in 
the Management of the Company. 

1.18 Membership Unit or Units. Membership Unit or Units shall be defin
1

ed as units of 
equity ownership in the Company, which equal the Members' Membership Interest in the 
Company. Membership Units shall be uncertificated, unless the Managers detednine in their · 
discretion, that certificates shall be issued. 

1.19 Noncontributing Member. . Noncontributing Member shall be defined as any 
Member who does not make additional capital contributions according to the Me11 her's pro rata 
ownership of all Membership Units as provided in this Agreement. 

1.20 Offer. Offer shall be defined as a written offer made by a prospective buyer, 
assignee, or transferee of a Transferring Member's Membership Units in the CompJny. 

1.21 Offered Membership Interest. An Offered Membership Interest shlll be defined 
as that portion of a Membership Interest being sold, assigned, or transferred by ~ Transferring 
Member. 

1.22 Offerees. Offerees shall be defined as the Members of the Company excluding 
the Transferring Member. 

2 .. ·- .. ·····----· .. ···-·------· .. -··-----·1------------· .. -------------.----"--·---- .. -"l 
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1.23 Person. Person shall mean an individual, partnership, limited li 
trust, custodian, estate, association, corporation, governmenta1 entity, or any other 1 

1.24 Resident Agent. The Resident Agent of the Company shall be as ucp.lf>lHlLvU 

the Articles or any amendment to the Articles. The Resident Agent may be changed 
time and such change shall be made in accordance with the Act. If the Resident 
resign, the Company shall promptly appoint a successor. 

1.25 Registered Office. The Registered Office of the Company shall be 
in the Articles or any amendment to the Articles. The Registered Office may be cqa!llg~~a 
time to time and such change shall be made in accordance with the Act. 

1.26 Transferring Member. A Transferring Member shall be defined as a Memb1er who 
sells, assigns, transfers, or exchanges some or all of said Member1S Membership in the 
Company. 

ARTICLE II- ORGANIZATION 

2.1 Fonnation. The Company has been organized as a Michigan lun./Lted liability 
company under and pursuant to the Act, by the filing of Articles with the Department 
of Energy, Labor and Economic Growth (DELEG), Bureau of CommercialS Corporation 
Division. 

2.2 Name. The name of the Company shall be 
The Company may also conduct its business under one or more assumed names. 

2.3 Purposes. The purposes of the Company are to engage in any acti 
Limited Liability Companies may be formed under the Act, including but not limi' 
investments. The Company shall have all the powers necessary or convenient 
purpose for which it is formed, including all powers granted by the Act. 

2.4 Duration. The duration of the Company shall be perpetual and . 
until the Company is dissolved and its affairs wound up in accordance with 1 

Agreement. 

for which 
to holding 
effect any 

2.5 Intention for Company. The Members have formed the Comp 
1 

as a Limited 
Liability Company under and pursuant to the Act. The Members specifically and agree 
that the Company not be a partnership (including, a limited partnership) or any venture, but 
a Limited Liability Company under and pursuant to the Act. No Member or Mq.nag,er shall be 
construed to be a partner in the Company or a partner of any other Member, Man;ager 
and the Articles, this Agreement and the relationships created thereby and arising t

1

h leretro1m 
not be construed to suggest otherwise. Notwithstanding the foregoing, howev the Members 
intend that the Company be treated as a partnership for federal income tax purpo 

2.6 Effective Date. The Agreement shall become effective the date this 
Agreement is fully executed, or the date the Articles are filed with the Michigan Department of 
Labor & Economic Growth, Bureau of Commercial Services, Corporation Divisi whichever is 
later. 

3 
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2.7 Conflict between Articles and Agreement. If there is a conflict between the 
Company's Articles and the Agreement, the Articles shall control. 

ARTICLE III~ BOOKS, RECORDS AND ACCOUNTING 

3.1 Books and Records. The Company shall maintain complete and accurate books 
and records of the Company's business and affairs as required by the Act. Such! books and 
records shall be kept at the Company's Registered Office or principal place of business. The 
books and records shall be open to inspection by any Member or a Member's authorizGd 
representative at any reasonable time during business hours. 

3.2 Fiscal Year; Accounting. The Company's fiscal year shall be the calendar year. 
The particular accounting methods and principles to be followed by the Compaby shall be 
selected by the Managers from time to time. 

3.3 Reports. The Managers shall provide reports concerning the financial condition 
and results of operation of the Company and the Capital Accounts of the Merribers to the 
Members in the time, manner and form as the Managers determine. Such repohs shall be 
provided at least annually as soon as practicable after the end of each calendar yek and shalL 
include a statement of each Member's share of profits and other items of income( gain, loss, 
deduction and credit. · 

3.4 Members' Capital Accounts. The Company shall maintain a Capital ~ccount for 
each Member. Each Member's Capital Account shall be adjusted in accordance with the terms of 
paragraph 4.5. 

3.5 Member Tax Treatment. No Member shall treat a Company tax i~em on such 
Member's federal, state or local income or other tax returns or permit an affiliate to treat a 

·Company tax item on such affiliate's tax returns in a manner inconsistent with the heatment of 
such item on the Company's federal, state or local tax returns. 

ARTICLE IV- CAPITAL CONTRIBUTIONS 

4.1 Initial Commitments and Contributions. By the execution of this Agreement, the 
initial Members hereby agree to make the capital contributions for the Membership! Units as set 
forth in their Subscription Agreement and which is also designated in the attachetl Exhibit A. 

'''·''::q·•:::··•.:·c,. ··::.·:·:·;;:: I 

The capital contributions represent each Member's contribution of ~?QP,iPPP~QR: in yxchange for 
one Member's Membership Unit. The Membership Units of the respective Members in the 
Company are also set forth in Exhibit A. Any additional Member (other than an Jssignee of a 
Membership Interest who has been admitted as a Member) shall make the capital co~tribution set 
forth in a separate written Subscription Agreement at the time of admission. No interest shall 
accrue on any capital contribution and no Member shall have any right to withdtaw or to be 
repaid any capital contribution except as provided in this Agreement. 

4.2 Additional Capital Contributions. In addition to the initial capital contributions, 
the Member may determine from time to time that additional capital contributions lre needed to 
enable the Company to conduct its business and affairs. Such additional capital tontributions 
are separate and distinct from amounts that each Member has committed to loan to the Company 
pursuant to the Funding Agreement described in paragraph 4.3, below. 

4 
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a. Notice. Upon making such a determination that additiona,~ _c~pi!al 

~~,~~'~}~~~'~'~'~'~ ar~ needed, notice sha!l be given ~~ all Mem?ers. in writing at least /!:ID~fty'U~~Q:J: 
~,)!!8,~;11@§§\!.fl,~~s pnor to the date on wh1ch such add1t10nal contnbutwns are due. Such fotice shall 
describe, in reasonable detail, the purposes and uses of such additional capital, the amounts of 
additional capital required, and the date by which payment of the additional capital is Jequired. 

b. Member Contribution. If the Class B Members agree to makj additional 
capital contributions, the additional contributions shall be made by each Class B Mefuber in the 
proportion that such Member's Membership Units bear to all issued and outstanding Membership 
Units. 

c. If Member Does Not Make Additional Contribution. In tre event a 
Member is a Noncontributing Member, the Contributing Member(s) shall be given the 
opportunity to make such Noncontributing Member's contribution in the proportioe that each 
such Contributing Member's Membership Units bears to all Contributing Members' Membership 
Units. 

d. Adjustment to Capital Accounts of Members. After the additipnal capital 
contributions have been made, each Contributing Member's Capital Account shall oe increased 
to reflect the additional capital contributed to the Company. 

4.3 Failure to Contribute. 

a. . Capital Contributions. If any Member fails to make a capital contribution 
when required in accordance with the Member's commitment to contribute initial dr additional 
capital, the Company may, in addition to the other rights and remedies the Company may have 
under the Act or applicable law, take such enforcement action (including, the conhnencement 
and prosecution of court proceedings) against such Member as Class A Membets considers 
appropriate. 

4.4 Maintenance of Capital Accounts. The Company shall establish andl maintain a 
Capital Account for each Member and assignee. 

a. Increases to Capital Accounts. Each Member's Capital Account shall be 
increased by: 

i. the amount of any money actually contributed by the Member to 
the capital of the Company; j 

i i. the fair market value of any property contributed, as d . termined by 
the Company and the contributing Member at arm's length at the time of contribilition (net of 
liabilities assumed by the Company or subject to which the Company takes such property, within 
the meaning of Code§ 752); and 

iii. the Member's share of net profits and of any separately allocated 
items of income or gain including adjustments required by Code§ 1.704.1(b)(2)(iv)(b) (e.g. any 
gain and income from unrealized income with respect to accounts receivable alldcated to the 
Member to reflect the difference between the book value and tax basis of assets cdntributed by 
the Member). 

5 
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b. Decreases to Capital Accounts. Each Member's Capital Account shall be 
decreased by: 

1. the amount of any money actually distributed by the Gompany to 
the Member; 

ii. the fair market value of any property distributed to the Member, as 
determined by the Company and the receiving Member at arm's length at the time of bistribution 
(net of liabilities of the Company assumed by the Member or subject to which the M6mber takes 
such property within the meaning of Code § 752); and 

iii. the Member's share of net losses and of any separate y allocated 
items of deduction or loss including adjustments required by Code § 1.704.l(b)(2)(iv)(b) (e.g. 
any loss or deduction allocated to the Member to reflect the difference between the book value 
and tax basis of assets contributed by the Member). 

4.5 Distribution of Assets. If the Company at any time distributes any of its assets in-
kind to any Member, the Capital Account of each Member shall be adjusted to acc~unt for that 

I 

Member's allocable share of the net profits or net losses that would have been rea~ized by the 
Company had it sold the assets that were distributed at their respective fair mrket values 
immediately prior to their distribution. . 

4.6 Sale or Exchange of Interest. In the event of a sale or exchange of some or all of 
a Member's Membership Interest in the Company by a Transferring Member,/ the Capital 
Account of the Transferring Member shall become the Capital Account of the assignee, to the 
extent it relates to the portion of the Membership Interest so transferred. 

4.7 Compliance with Section 704(b) of the Code. The provisions of this Article IV 
relate to the maintenance of Capital Accounts, and are intended, shall be consttued, and, if 

I 

necessary, modified to cause the allocations of profits, losses, income, gain and credit pursuant to 
Exhibit B (Internal Revenue Code§ 704(b) Provisions) to have substantial ecopomic effect 
under the Regulations promulgated under § 704(b) of the Code, in light of the distributions made 
pursuant to Article V and Article X and the Capital Contributions made pursuant tb this Article 
IV. Notwithstanding anything herein to the contrary, this Operating Agreement/ shall not be 
construed as creating a deficit restoration obligation or otherwise personally obligate any 
Member to make a Capital Contribution in excess of the Initial Contribution. 

ARTICLE V - ALLOCATIONS AND DISTRIBUTIONS 

5.1 Allocations. Except as may be required by the Code or this Agreement, net 
profits, net losses, and other items of income, gain, loss, deduction and credit of }he Company 
shall be allocated to each Member in the proportion that such Member's Membership Units bears 
to all issued and outstanding Membership Units. 

5.2 Distributions. 

a. Determination. Except for the Federal Tax Liability which shall be paid 

0 under paragraph 5.2.b. as a mandatory payment, the Managers may make other distributions to 
the Members from time to time only after the Managers determine, in their reasonJble judgment, 

-o 
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that the Company has sufficient cash and/or property on hand which exceeds the current and the 
anticipated needs of the Company to fulfill its business purposes (including needs fdr operating 
expenses, debt service, acquisitions, reserves and mandatory distributions, if any). 

b. Distributions to Members. All distributions shall be made to tHe Members 
in accordance with their Membership Units. 

c. Types of Distributions. Distributions shall be in cash and/or property as 
determined by the Managers. 

d. Distribution Not Allowed. No distribution shall be declared or made if, 
after giving it effect: 

i. the Company would not be able to pay its debts as trey become 
due in the usual course of business; 

1 ii. the Company's total assets would be less than the sum of its total 
liabilities; or 

iii. the Company would not have the amount needed if it were to 
dissolve at the time of the distribution to satisfy the preferential rights of other M~mbers upon 
dissolution that are superior to the rights of the Members receiving the distribution. 

e. Liability of Member in Accepting a Distribution. A Member who accepts 
or receives a distribution with knowledge of facts indicating the distribution is in violation of the 
Act or the Agreement is liable to the Company for the amount the Member accepts or receives 
that exceeds the Memb~r's share of the amount that could have been distributed witliout violating 
the Act or the Agreement. 

f. Distributions to Cover Tax Liability. If the Company incurs some income 
that would generate tax liability for its Members, and there is sufficient cash available for 
distribution to Members, it is the intent of the Company to distribute to Members, based upon 
their Membership Units, sufficient cash to allow the Members to substantially pay/the estimated 
federal income tax liability associated with the allocation of income to each Membr. 

ARTICLE VI- DISPOSITION OF MEMBERSHIP INTERESTS 

I 6.1 General. Every sale, assignment, transfer, exchange, mortgage, pledge, _grant, 
hypothecation or other disposition of any Membership Interest shall be ma~e only upon 
compliance with this Article. No Membership Interest shall be disposed of if: 

a. 
under the Code; 

the disposition would cause a termination of the Company as defined 

b. the disposition would be in violation· of any applicable state or federal 
securities law or regulation; or 

c. the assignee of the Membership Interest does not provide the Company 
with the information and agreements that the Members may require in connecbon with such 

7 
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disposition. Any attempted disposition of a Membership Interest in violation of th~s Article is 
null and void. 

6.2 . Permitted Dispositions. Subject to the provisions of this Article, a Member may 
assign such Member's Membership Interest in the Company in whole or in part. The/assignment 
of a Membership Interest does not itself entitle the assignee to participate in the management and 
affairs of the Company or to become a Member or to vote on any matters submitted fo Members 
to vote upon. Such assignee is only entitled to receive, to the extent assigned, the distributions to 
which the assigning Member would otherwise be entitled. 

An assignee of a Membership Interest shall be admitted as a substitute Member 
and shall be entitled to all the rights and powers of the assignor only if the Classl A Member 
consents. If admitted, the substitute Member, has, to the extent assigned, all of tHe rights and 
powers, and is subject to all of the restrictions and liabilities of a Member and therefdre is subject 
to the terms and conditions of this Agreement. 

6.3 Right of First Refusal. A Member may not sell, assign, transfer, or eiXchange any 
Offered Membership Interest unless the Transferring Member first notifies the Company and the 
Class A Member of the identity of the prospective buyer, assignee, or transferee and sends to the 
Company and the Class A Member a copy of the Offer, and the Transferring Men\ber shall do 
the following: 

a. The Transferring Member must first offer to sell the Offered Membership 
Interest in the Company to the Company, for the same price and on the same terms as those 
being offered to the Transferring Member in the Offer. The Company shall ha~e thirty (30) 
days after receiving said offer to ~ccept said offer. 

b. Any Offered Membership Interest not purchased by the Company 
pursuant to paragrap~,,,~) .a. above shall then be offered to the Class A Member./ The Class A 

. Member shall have !!l:i,;t,,,, days after having received the offer to accept said oir. 

c. If the Company or the Class A Member receiving said Offer 
1
does not elect 

to purchase the entire original Offered Membership Interes~p~~s~~~t to paragraphs 6.3.a. or 
6.3.b. above, the Transferring Member shall, for a period ofn~~~t~{f.~~Q~ days after jthe expiration 
of the option periods set forth above, be free to sell the remaining Offered Membership Interest 
to the person or entity who submitted the Offer for the exact price and upon tHe exact terms 
disclosed in the Offer. Such purchaser shall not become a substitute Member ofj the Company 
unless the express written unanimous consent of Class A Member is obtained. Otherwise, the 
purchaser shall become an assignee of a Membership Interest subject to the pro~isions of this 
Agreement. 

6.4 Registration and Transfer of Interest. Each Member hereby aclaiowledges and 
represents that notwithstanding any provisions contained in this Agreement, no Cobpany interest 
or Membership Interest may be offered or sold and no transfer of such intered will be made 
either by the Company or the Members unless such interest is registered under th, Securities Act 
of 1933 and any applicable securities laws of the State of Michigan or an opinion of counsel for 
the Company, is obtained to the effect that there is no violation of applicable feder/al or state laws 
and the cost of such is reimbursed to the Company by the Member transferring tllie Membership 
Interest. 

8 
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6.5 Entity Related Transfers. Anything in this Agreem.ent to th
1

e contrary 
notwithstanding, with respect to each Member that is an entity, transfers (i) from the entity to one 
or more members; (ii) between individual equity owners of the Member, are permitted without 
triggering any right of first refusal, subject to compliance with securities registratibn laws as 
specified under paragraph 6.4 of this Agreement. No transfer under this paragraph/is effective 
unless the transferee executes and becomes a party to this Agreement as a substitu

1

te Member. 
The members of each Member entity as of the date of this Operating Agreement have been 
provided to the Company. 

ARTICLE VII- MEETING AND REPRESENTATIONS OF MEMBERS 

7.1 Member Representative. Each Member who is not an individual ma)j// designate a 
Member Representative for purposes of meetings of Members and all decisions, actions and 
communications on behalf of such Member. A Member may designate a nyw Member 
Representative by written notice to the Company and the other Members executed py either the 
existing Member Representative of such Member or by the chairperson or Presi1ent of such 
Member. Each Member Representative, when appointed and designated, and until terminated, 
shall be deemed to have full and complete authority to act on behalf of the Member/the Member 
Representative represents, and to bind such Member in all matters relating to, arising out of, or in 
connection with this Agreement, and the management and operation of the Cobpany. No 
Member Representative shall be personally liable to the Members by reason of Jaid Member 
Representative's acts as such, except in the case of said Member Represent~tive's gross 
negligence or actual fraudulent or dishonest conduct, or liable to any third party for the debts and 
obligations of the Company. If applicable, the Member Representative for a MembJr shall be set 
forth in Exhibit A. 

7.2 Voting. The Class A Member has all rights to vote as a Member of the Company 
and shall manage the day to day affairs of the Company. The Class B Members do/ not have any 
voting rights under this Operating Agreement. An amended report may be sent to the Class B 
Members in lieu of any annual meeting of the Members. 

7.3 Annual Meetings. An annual meeting of Members for the transaction of such 
business as may properly come before the Meeting may be held at such place, on Juch date, and 
at such time as the Class A Member shall determine. 

7.4 Special Meetings. Special meetings of Members for any proper purpose or 
purposes may be called at any time by the Managers or any Member. 

7.5 Notice of Meetings. The Company shall deliver or said written notice stating the 
date, time, place and purposes of any meeting to each Member entitled to vote Jt the meeting. 
Such notice shall be given by e-mail or by mail through the postal service, not lesJ than ten (1 0), 

.••. · .. ·.: ·"· •.•..• I 

nor more than siX,ty:·(qQ) days before the date of the meeting. All meetings of the fviembers shall 
be presided over by a Chairperson who shall be a Member so designated by the Managers. 
Presence at a meeting waives the required notice of the meeting unless the ~ember at the 
beginning of the meeting objects to holding the meeting or the transacted b1usiness at the 
meeting. 

0 7.6 Consent. Any action required or permitted to be taken at an anpual or special 
meeting of the Class A Member may be taken without a meeting, without prior notice, and 
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without a vote, if consents in writing, setting forth the action so taken are signed by he Class A 
I 

Member. Every written consent shall bear the date and signature of the Class A Member who 
signs the consent. 

7. 7 Quorum. The presence of the Class A Member is a quorum for the transaction of 
business. 

7.8 Manner of Acting. The Class A Member may vote or may give its written 
consent and this shall be action on behalf of the Company and the Members. 

7.9 Representations and Warranties. Each Member, and in the case of an 
organization, the person(s) executing the Agreement on behalf of the organization, hereby 
represents and warrants to the Company and each other Member that if the M1ember is an 
organization, it is duly organized, validly existing, and in good standing under th~ laws of its 
state of organization and that it has full organizational power to execute and ~gree to the 
Agreement to perform its obligations hereunder. 

7.10 Investment Considerations. Each Member hereby further acknowledges and 
represents that: 

a. the Member has reviewed and understands the investment considerations 
described in the attached Exhibit C (Investment Considerations); / 

b. the Member has had the opportunity: (i) to investigate the bhsiness of the 
Company, the qualifications of the other Members, and the tax and financial impVications of an 
investment in the Company, and the merits and risks of investment in the Compahy, and (ii) to 

I 

ask questions of, and receive answers from the Company concerning the terms an~ conditions of 
membership, to obtain such supplemental information as the Member deemed desirable, and the 
Member acknowledges and represents that all such information has been made re~dily .available 
to the Member by the Company; 

c. in reaching the conclusion that the Member desires to invest in the 
Company, such Member has carefully evaluated his financial resources and the risks associated 
with the investment, including the risks described in subparagraph 7.10.a, above; 

d. the Member is familiar with the Company's business, prope,fties, prospects 
and financial condition; and 

e. the Member has agreed to acquire a membership interest in the Company 
after evaluating these risks, and after obtaining the advice of such professional advisors as the 
Member deems necessary in the Member's sole discretion;. 

7.11 Investment Decision. Each Member hereby further acknowledges and represents 
that: 

a. the Member is acquiring the Membership Interests for investment for the 
Member's own account and not with a view to, or for, resale, in connection with /any distribution 
or public offering thereof within the meaning of the Securities Act of 1933, as amended (the 
"Securities Act"), and the Member does not now have any reason to anticipate ahy change in his 
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circumstances or other particular occasion or event which could cause the Member to sell or 
transfer such Membership Interest; 

b. The issuance of the Membership Interest will not be registered under the 
Securities Act or qualified under applicable state securities laws, including without IJmitation the 
Michigan Uniform Securities Act, on the grounds that the issuance of the Interbsts to such 
Member is exempt from registration under such laws. The Membership Interest /may not be 
resold or transferred by the Member without appropriate registration or the availability of an 
exemption from such requirements; 

c. the Membership Interest is irrevocable, and except as provided in 
paragraph 6.6, must be held indefinitely by such Member unless the MembersHip Units are 
subsequently registered under applicable federal and state securities laws or an exclmption from 
such registration is available; 

d. there is no market for the Membership Interest, and it is n0t anticipated 
that such a market will develop; 

e. the Member has such knowledge and experience in financial and business 
matters that the Member is capable of evaluating the merits and risks of the Memb~rship Interest 
and can bear the economic risk of an investment in the Membership Interest fori an indefinite 
period of time; · 

f. the Member is an "accredited investor" as defined in Rule 501 (a) of the 
Securities Act; 

7.12 Electronic Meetings. The Members may participate in a meeting of the Members 
by means of conference telephone or similar communications equipment by meaJs of which all 
persons participating in the meeting can hear each other. Participation in a meet~ng pursuant to 
this paragraph shall constitute presence in person at the meeting. 

ARTICLE VIII -MANAGEMENT 

8.1 Management of Business. The Company shall be managed b~ the Class A 
Member. The initial Manager shall be: 

8.2 Duties of Class A Member. The Class A Member shall manage the day to day 
operations of the Company. 

8.3 Management Vested with a Manager. Except as may be delegate
1

CI to the officers 
of the Company or otherwise be provided in this Agreement, the business and affairs of the 

I Company shall be managed by the Class A Member. The Class A Member has the power, on 
behalf of the Company, to do all things necessary or convenient to carry out ~he business and 
affairs of the Company, including the power to: 

a. purchase, lease or otherwise acquire any real or personal }:lroperty; 
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b. sell, convey, mortgage, grant a security interest in, pledge, lease, exchange 

or otherwise dispose or encumber any real or personal property; 

c. open one or more depository accounts and make deposits into and checks 
and withdrawals against such accounts; 

d. borrow money, incur liabilities, and other obligations; 

e. enter into any and all agreements and execute any and all contracts, 
documents and instruments; 

f. engage employees and agents, define their respective duties, and establish 
their compensation or remuneration; 

g. establish pension plans, trusts, profit sharing plans and oth~r benefit and 
incentive plans for Members, employees and agents of the Company; 

h. obtain insurance covering the business and affairs of the Company and its 
property and on the lives and well being of its employees and agents; 

1. commence, prosecute, or defend any proceeding in the Company's name; 
and 

j. participate with others in partnerships, joint ventures or other associations 
and strategic alliances. -

k. the sale, exchange, lease, or other transfer, of all or substantially all of the 
assets of the Company; and 

l. after the sale or transfer of all or substantially all of the assets of the 
Company, the (i) investment of the proceeds of such sale in one or more investments or 
businesses; and (ii) the distribution of all or part of such proceeds to the Members. 

· 8.4 Standard of Care; Liability. Class A Member shall discharge said Class A 
Member's duties in good faith, with the care an ordinarily prudent person in a likJ position would 
exercise under similar circumstances, and in a manner the Class A Member reaJonably believes 

- to be in the best interests of the Company. The Class A Member shall not He liable for any 
I 

monetary damages to the Company for any breach of such duties except for receipt of a financial 
benefit to which the Class A Member is not entitled; voting for or assenting to/a distribution to· 
Members in violation of this Agreement or the Act, or a knowing violation of the law. 

8.5 Tax Matters Partner. The Class A Member shall be the tax mattts partner of the 
Company pursuant to Code § 623l(a)(7). Any Member designated as tax maJers partner shall 
take such action as may be necessary to cause each other Member to become' a notice partner 
within the meaning of Code § 6223. 

8.6 Compensation. The Class A Member, acting on behalf of the 9ompany, shall be 
reimbursed for reasonable expenses incurred while conducting the business of the Company. 

12 
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ARTICLE IX- OFFICERS 

9.1 Officers. The Class A Member of the Company may, in its sole discretion, elect 
officers of the Company to conduct the day to day affairs of the Company under ~he direction 
and supervision of the Managers. The officers elected by the Class A Member rna~ consist of a 
President, a Secretary, a Treasurer, and if desired, a Chairman of the Board and one or more Vice 
Presidents. An officer shall hold office for the term for which said officer is elected lor appointed 
and until said officer's successor is elected or appointed and qualified, or until said officer's 
resignation or removal. Two or more offices may be held by the same person, b1~t an officer 
shall not execute, acknowledge or verify an instrument in more than one caRacity, if the 
instrument is required by law or this Agreement to be executed and acknowledged Jr verified by 
two or more officers. 

. 9.2 Duties of Officers. The officers of the Company may be charged with the daily 
operations of the Company and shall perform such duties as specified by Class A Member of the 
Company. 

ARTICLE X- EXCULPATION OF LIABILITY; INDEMNIFICATION 

10.1 Exculpation of Liability. Unless otherwise provided by law or expressly 
assumed, a person who is a Member or Officer, shall not be liable for the acts, omissions, 
representations, covenants, debts or liabilities of the Company. 

10.2 Mandatory Indemnification by the Company. Except as otherwise provided in 
this Article, the Company shall indemnify any Member, and any officer of the ~ompany, and 
may (in ~ts sole discretion) indemnify any employee or agent o~ the Company w)ho :vas or.is a 
party or 1s threatened to be made a party to a threatened, pendmg or completed act10n, smt or 
proceeding, whether civil, criminal, administrative, or investigative, and whether formal or 
informal, other than an action by or in the right of the Company, by reason of thb fact that such 
person is or was a Member, employee, or agent of the Company. 

a. Indemnification Applied Against Expenses. Any Indemnified Person shall 
be indemnified against expenses, including attorneys fees, judgments, pena~ties, fines and 
amounts paid in settlement actually and reasonably incurred by such Indem~ified Person in 
connection with the action, suit or proceeding, only if the Indemnified Person actJd in good faith, 
with the care an ordinarily prudent person in a like position would exercis~ under similar 
circumstances, and in a manner that such Indemnified Person reasonably belie~ed to be in the 
best interests of the Company and, with respect to a criminal action or prodeeding, if such 
Indemnified Person had no reasonable cause to believe such Indemnified Persoln's conduct was 
unlawful. 

b. Success of Person. To the extent that an Indemnified Person has been 
successful on the merits or otherwise in defense of an action, suit or proceeding/ or in defense of 
any claim, issue or other matter in the action, suit or proceeding, such Indemnified Person shall 

I 

be indemnified against actual and reasonable expenses, including attorneys flees, incurred by 
such Indemnified Person in connection with the action, suit or proceeding brou~ht to enforce the 
mandatory indemnification provided in this Agreement. 

13 -0';__ ____ _ 
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· c. Events of Indemnification. Any indemnification permitted under this 
Article, unless ordered by a court, shall be made by the Company only as authdrized in the 
specific case and upon: 

i. a determination that the indemnification is proper under the 
circumstances because the Indemnified Person has met the applicable standard of co~duct; and 

u. an evaluation of the reasonableness of expenses and Lounts paid 
in settlement. 

This determination and evaluation shall be made by the Class A 
Member or other members who are not parties or threatened to be parties to the action, suit or 
proceeding. 

d. Events When Indemnification Shall Not Be Provided. Notwithstanding 
the foregoing to the contrary, no indemnification shall be provided to any Member, employee, or 
agent of the Company for or in connection with: 

1. the receipt of a financial benefit to which such person is not 
entitled; 

ii. voting for or assenting to a distribution to Members in violation of 
this Agreement or the Act; and 

111. a knowing violation of law. 

ARTICLE XI- DISSOLUTION AND WINDING UP 

11.1 Dissolution. The Company shall dissolve and its affairs shall be w:ound up on the 
first to occur of the following events: 

a. at any time specified in the Articles or this Agreement; 

b. upon the happening of any event specified in the Articles or this 
Agreement; 

c. by a.vote of the Class A Member; 

d. unless the Class A Member determines otherwise, fifteen (15) years from · 
the Effective Date of this Agreement.; or · 

e. upon the entry of a decree of judicial dissolution. 

11.2 Winding Up. Upon dissolution, the Company shall cease carrying on its business 
. I 

and affairs and shall commence winding up the Company's business and a:fifairs as soon as 
practicable. Upon the winding up of the Company, the assets of the cdmpany shall be 
distributed first to creditors to the extent permitted by law, in satisfaction of/ Company debts, 
liabilities, and obligations, and then to Members and former Members in satisfaction of 0 Company liabilities to them, and then the balance of the net proceeds shall be ~istributed to the 
Members in accordance with their Membership Units. 

-----:----{] 
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-VOLUNT 

12.1 Voluntary Withdrawal of a Member. A Member may not vollllntm~) 
from the Company or voluntarily dissolve (if applicable), without the unanimous wnitten consent 
of Class A Member. 

12.2 Death of a Member. 

· a. Purchase or Liquidation. If an individual Member dies, then Company 
has an option for ninety (90) days from the date notified of the death of the 1 to either (i) 
purchase the Membership Interest from the deceased person's heirs or estate, or allow the 
deceased Members' heirs to become assignees of the Membership Interest by the 
Units held by the deceased Member. Such purchase shall occur within , ,, 

b. Purchase Price. The purchase price for any Member's 
Me~bership Interest where the Company has elected to purchase the Membership Interest shall 
be $;~~;m,\Q~;~/Unit multiplied by the number of Membership Units owned by deceased 
Member. 

c. The Company 
the Company pay the purchase price plus interest at : per annum to the Mempets 

.~/: equal, consecutive monthly installments commencing within 
date of notice of the death sent to the Company. 

ARTICLE XIII -ADDITION OF NEW MEMBERS 

13.1 Addition ofNew Members. The Class A Member may determine it is in the 
best interest of the Company to admit additional Members subject to the terms of this 
Agreement, as amended to reflect the new ownership interests. 

ARTICLE XIV- MISCELLANEOUS PROVISIONS 

14.1 Nouns and Pronouns. Nouns and pronouns will be deemed refer to the 
masculine, feminine, neuter, singular and plural, as the identity of the person or pet·sm1s, firm or 
corporation may in the context require. 

14.2 Headings. The headings contained in this Agreement have been u:· ~serted only as a 
matter of convenience and for reference, and in no way shall be construed to limit or 
describe the scope or intent of any provision· of this Agreement. 

14.3 Counterparts. This Agreement may be executed in several cotmtE~fP<lrts each of 
which will be deemed an original but all of which will constitute one and the 

14.4 Entire Agreement. This Agreement and the Articles for the Cmpp,my constitute 
the entire agreement among the parties hereto and contain all of the among said 
parties with respect to the subject matter hereof. This Agreement supersedes and all other 
agreements, either oral or written, between said parties with respect to the subj 

_
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14.5 Severability. The invalidity or unenforceability of any particular provision of this 
Agreement shall not affect the other provisions hereof, and this Agreement shall be donstrued in 
all respects as if such invalid or unenforceable provisions were omitted. · 

14.6 Amendment. In conjunction with the provisions of paragraph 7.2 of this 
Agreement, this Agreement may be amended or revoked at any time by a written agreement 
executed by all of the parties to this Agreement. No change or modification to thiJ Agreement 
shall be valid unless in writing and signed by all of the parties to this Agreement. 

14.7 Notices. Any notice permitted or required under this Agreemrnt shall be 
conveyed to the party at the address reflected in this Agreement on Exhibit A and wiill be deemed 
to have been given, when deposited in the United States mail, postage paid, or wheri delivered in 
person, or by courier or by facsimile transmission or may be given by e-mail ~o the e-mail 
address also listed in Exhibit A or in the Subscription Agreement executed by the imber. 

14.8 Binding Effect. Subject to the provisions of this Agreement relating to 
transferability, this Agreement will be binding upon and shall inure to the benefit bf the parties, 
and their respective distributees, heirs, successors and assigns. 

14.9 Governing Law; Venue. This Agreement shall be governed by, ~onstrued and 
I 

enforced in accordance with the laws of the State of Michigan, without giving ef~ect to conflict 
of law principles. All actions or proceedings arising from or related to this Agreement shall be 
brought in a state court of competent subject matter jurisdiction in Ingham County( Michigan, or 
in the federal courts of competent subject matter jurisdiction in the Western DistridtofMichigan, 
Southern Division. Each party expressly and irrevocably consents to personal jJrisdiction and 
venue in such courts, and agrees not to object to such jurisdiction or venue on the ground of 
forum non conveniens or otherwise. 

14.10 Arbitration. At the Company's election and in its discretion, any dispute, 
controversy, or claim arising out of or related. to this Agreement or the breach tHereof to which 

. the Company is a party shall be submitted to and settled by binding arbitratiorl In accordance 
I 

with the Commercial Arbitration Rules of the American Arbitration Association Q"AAA"). Such 
arbitration will be conducted by private party administration consisting of eithbr on~ or three 
arbitrators ~elected by the Company at its election, but shall not be conducted /by AAA. The 
arbitrators shall produce a reasoned, written decision as the basis for any award. The parties 
agree that no awards of punitive damages may be made. Any counterclaims mukt be brought in 
the first filing by a party or shall be barred. The costs of such arbitration shall be/ paid equally by 
the parties, and each party shall be responsible for its own attorneys fees, costs and expenses. 
The arbitration ~war~ may be entere~ as a final j~dg~,e~~ ~~·,,~X,, ~~.~~,ha+ng jurisd.iction 
thereon. The arb1trat10n shall be h~ld ~n the .metropoht.an ~a.n~Jp.g;,:Ni\t>hrg~B:.arfa. Any d1spute 
as to whether a controversy or claim IS subject to arb1tratwn shall be submitted as part of the 
arbitration proceeding. This provision shall survive termination of this Agjeement without 
limitation. 

14.11 Advice of Counsel. The Members agree, stipulate, and acknowledge that FSC&S 
has prepared this Agreement on behalf of and in the course of its r

1

bpresentation of 
; the Class A Member and that FSC&S has not represented the interest of any -----

Class B Member in connection with this Agreement, and that: 

n 16 
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a. each Member has been advised that a conflict of interest may exist 
between said Member's interest and those of the Company and/or the other Members[ 

b. each Member has been advised to seek the advice of inde~ndent legal 

counsel; and 

c. each Member has had the opportunity to seek the advice of independent 

legal counsel. 

14.12 Securities Legend. With respect to securities registration, each certificate (if any) 

evidencing a Membership Unit will carry the following legend: 

THE SECURITIES REPRESENTED BY THIS CERTIFICATE HAVE NOT 
BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS 
AMENDED (THE "ACT"), OR REGISTERED OR QUALIFIED l.JNDER 
APPLICABLE STATE SECURITIES LAWS ("STATE LAWS"), PURS~ANT 
TO AN INVESTMENT REPRESENTATION BY THE PURCHkSER I 

THEREOF. THESE SECURITIES SHALL NOT BE OFFERED, SOLD, 
PLEDGED, HYPOTHECATED, DONATED, OR OTHE~WISE 
TRANSFERRED WHETHER OR NOT FOR A CONSIDERATION, B'f THE 
PURCHASER IN THE ABSENCE OF A REGISTRATION EXCEPT }JPON 
THE ISSUANCE TO THE COMPANY OF A FAVORABLE OPINION CDF ITS 
COUNSEL AND/OR THE SUBMISSION TO THE COMPANY OF ISUCH 
OTHER EVIDENCE AS MAY BE SATISFACTORY TO COUNSEL A~D TO 
COMPANY, IN EITHER CASE TO THE EFFECT THAT SUCH TRA~SFER 
SHALL NOT BE IN VIOLATION OF THE ACT AND APPLICABLE $TATE 

LAWS. 
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IN WITNESS WHEREOF, the parties httreto make and execute this 

on the date set forth above. 

THE COMPANY: 

CLASS A MEMBER 

By: 

Its Manager 

CLASS A MEMBER: 

Its Manager 

CLASS B MEMBER: 
(see executed Subscription Agreements) 

By: __________ ,__ 

553739_\.DOC 
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EXHIBIT A 

OPERATING AGREEMENT OF 

Dated------' 2008 

Class A Member Name and Address Capital 
Contribution 

r-----------------------------~--~ 

Class B Members Name and Address 

TOTALS: 

0 

Membership 
Units 

Membership 
Interest 

100% 

0 ___________________ 19 ___ ,. __ ---------------------~----------------------------------------------~ 
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EXHIBITB 

INTERNAL REVENUE CODE §704(B) PROVISIONS 

ARTICLEB-I 
DEFINITIONS 

1.1 Company Minimum Gain. An amount determined by first computing for each 
Company Nonrecourse Liability any gain the Company would realize if it disBosed of the 
Company Property subject to that liability for no consideration other than full satisfaction of the 
liability, and then aggregating the separately computed gains. The amount ~f Company 
Minimum Gain includes such minimum gain arising from a conversion, refinancing, or other 
change to a debt instrument, only to the extent a Member is allocated a share of tliat minimum 
gain. For any Taxable Year, the net increase or decrease in Compan.y Mini~um Gain is 
determined by comparing the Company Minimum Gain on the last day of the 1 immediately 
preceding Taxable Year with the Minimum Gain on the last day of the current ~axable Year. 
Notwithstanding any provision to the contrary contained herein, Company Minimum Gain and 
increases and decreases in Company Minimum Gain are intended to be computed ~n accordance 
with §704 of the Code and Regulations issued thereunder, as the same may ~e issued and 
interpreted from time to time. A Member's share of Company Minimum Gain at the end of any 
Taxable Year equals: the sum of Nonrecourse Deductions allocated to that MembJr (and to that 
Member's predecessors in interest) up to that time and the distributions made to/ that Member 
(and to that Member's predecessors in interest) up to that time of proceeds of a nonrecourse 

I 

liability allocable to an increase in Company Minimum Gain minus the sum of that Member's 
(and that Member's predecessors in interest) aggregate share of the net decrease~ in Company 
Minimum Gain plus their aggregate share of decreases resulting from revaluation~ of Company 
Property subject to one or more Company Nonrecourse Liabilities. 

1.2 Company Nonrecourse Liability. A Company Liability to the extent that no 
Member or related person bears the economic risk ofloss (as defined in §1.752-2 dfthe Treasury 
Regulations) with respect to the liability. 

1.3 Member Minimum Gain. An amount determined by first computing for each 
Member Nonrecourse Liability any gain the Company would realize if it disposed of the 

I 

. Company property subject to that liability for no consideration other than full satisfaction of the 
. liability, and then aggregating the separately computed gains. The amount ofMerhber Minimum 

Gain includes such minimum gain arising from a conversion, refinancing, or otHer change to a 
debt instrument, only to the extent a Member is allocated a share of that minimurrl gain.· For any 
Taxable Year, the net increase or decrease of Member Minimum Gain is /determined by 
comparing the Member Minimum Gain on the last day of the immediately preceding Taxable 
Year with the Minimum Gain on the last day of the current Taxable Year. Notwlithstanding any 
provision to the contrary contained herein, Member Minimum Gain and increase~ and decreases 
in Member Minimum Gain are intended to be computed in accordance with §7/04 of the Code 
and Treasury Regulations issued thereunder, as the same may be issued and interpreted from 
time to time. 
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1.4 Member Nonrecourse Liability. Any Company LiabUity to the extent the 

liability is nonrecourse under state law, and on which a Member or Reiated Persbn bears the 
economic risk of loss under § 1.752-2 of the Code because, for example, the MembJr or Related 
Person is the creditor or a guarantor. 

1.5 Net Losses. The losses and deductions of the Company determined in accordance 
with accounting principles consistently applied from year to year employed under tfue method of 
accounting adopted by the company and as reported separately or in the akgregate, as 
appropriate, on the tax return of the Company filed for federal income tax purposes. 

1.6 Net Profits. The income and gains of the Company determined i~ accordance 
with accounting principles consistently applied from year to year employed under the method of 
accounting adopted by the Company and as reported separately or in the Jggregate, as 
appropriate, on the tax return of the Company filed for federal income tax purposes. 

1.7 Nonrecourse Liabilities. Nonrecourse liabilities include Company Nonrecourse 
Liabilities and Member Nonrecourse Liabilities. 

1.8 Offsettable Decrease. Any allocation that unexpectedly causes or increases a 
deficit in the Member's Capital Account as of the end of the taxable year to which ~~he allocation 
related attributable to depletion allowances under §1.704-l(b)(2)(iv)(k) of the Regulations,. 
allocations ofloss and deductions under §§704(e)(2) or 706 ofthe Code or under §1.751-1 of the 
Regulations, or distributions that,·as of the end of the year, are reasonably expected/to be made to 
the extent they exceed the offsetting increases to such Member's Capital Account tlh.at reasonably 
are expected to occur during (or prior to) the taxable years in which such di~tributions are 
expected to be made (other than increases pursuant to a Minimum Gain ChargebacR). 

ARTICLE B-11 
CODE SECTION 704(b) PROVISIONS 

2.1 Allocations of Net Profits and Net Losses from Operations. Except as may be 
required by §704(c) of the Code, and §§ 2.2, 2.3, and 2.4 of this Article B-II, Jet profits, net 
losses, and other items of incom. e, gain, loss, deduction and credit shall be apporioned among 
the Members in accordance with Article V of the Operating Agreement. /_ 

. 2.2 Company Minimum Gain Chargeback. If there is a net decreas
1

e in Company 
Minimum Gain for a Taxable Year, each Member must be allocated items of income and gain for 
that Taxable Year equal to that Member's share of the net decrease in Company M/1 inimum Gain. 
A Member's share of the net decrease in Company Minimum Gain is the amount of the total net 
decrease multiplied by the Member's percentage share of the Company Minimum pain at the end 
of the immediately preceding Taxable Year. A Member's share of any decrease in Company 
Minimum Gain resulting from a revaluation of Company Property equals the ,increase in the 
Member's Capital Account attributable to the revaluation to the extent the reductipn in minimum 
gain is caused by the revaluation. A Member is not subject to the Company Minimum Gain 
Chargeback Requirement to the extent the Member's share of the net decreaJe in Company 
Minimum Gain is caused by a guarantee, refinancing, or other change in the ~ebt instrument 

2 -o!-------·----·----···--~---------+----·-·-----------·-------------1 
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causing it to become partially or wholly a Recourse Liability or a Member Nonrecourse 
Liability, and the Member bears the economic risk of loss (within the meaning of §lh52-2 of the 
regulations) for the newly guaranteed, refinanced, or otherwise changed liability. 

2.3 Member Minimum Gain Chargeback. If during a Taxable Year tfu.ere is a net 
decrease in Member Minimum Gain, any Member with a share of that Member M~nimum Gain 
(as determined under §1.704-2(i)(5) of the Regulations) as of the beginning of that Taxable Year 
must be allocated items of income and gain for that Taxable Year (and, if n~cessary, for 

I 

succeeding Taxable Years) equal to that Member's share of the net decrease in tre Company 
Minimum Gain. A Member's share of the net decrease in Member Minimum Gain is determined 
in a manner consistent with the provisions of§ 1.704-2(g)(2) of the Regulations. A Member is 
not subject to this Member Minimum Gain Chargeback, however, to the extent the/1 net decrease 
in Member Minimum Gain arises because the liability ceases to be Member Nonrecourse 
Liability due to a conversion, refinancing, or other change in the debt instrument that causes it to 
become partially or wholly a Company Nonrecourse Liability. The amount that world otherwise 
be subject to the Member Minimum Gain Chargeback is added to the Meml)er's share of 
Company Minimum Gain. In addition, rules consistent with those applicable/ to Company 
Minimum Gain shall be applied to determine the shares of Member Minimum Gain and Member 
Minimum Gain Chargeback to the extent provided under the Regulations issuetl pursuant to 
§704(b) of the Code. 

2.4 . Qualified Income Offset. In the event any Member, in such capacity, 
unexpectedly receives an Offsettable Decrease, such Member will be allocated itdms of income 
and gain (consisting of a pro rata portion of each item of partnership income and gain for such 
year) in an amount artd manner sufficient to offset such Offsettable Decrease as quickly as 
possible. 

2.5 Elections. The Company may make any tax eleCtions for the Company allowed 
under the Code or the tax laws of any state or other jurisdiction having taxing jutisdiction over 
th~ Company. 

2.6. Taxes of Taxing Jurisdictions. To the extent that the laws of any taxing 
jurisdiction requires, each Member requested to do so by the Company will subm~t an agreement 
indicating that the Member will make timely income tax payments to the taxing jl~risdiction and 
that the Member accepts personal jurisdiction of the taxing jurisdiction with! regard to the 
collection of income taxes attributable to the Member's income, and interest! and penalties 
assessed on such income. If the Member fails to provide such agreement, the jcompany may 
withhold and pay over to such Taxing Jurisdiction the amount of tax, penal/ty and interest 
determined under the, laws of the Taxing Jurisdiction with respect to such inc9me. Any such 
payments with respect to the income of a Member shall be treated as a distribution for purposes 
of Agreement. The Company may, where permitted by the rules of any taxing jubsdiction, file a 
composite, combined or aggregate tax return reflecting the income of the Com piny and pay the 
tax, interest and penalties of some or all of the Members on such incomJ to the taxing 
jurisdiction, in which case the Company shall inform the Members of the amdunt of such tax 
interest and penalties so paid. 

3 
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EXHIBITC 
INVESTMENT CONSIDERATIONS 

0 

An investment in the. Company involves a high degree of risk. In addition to the risks 
described elsewhere in the Operating Agreement, the risks described below r

1

bpresent the 
material risks a Member should carefully consider before making an investment deoision. If any 
of these risks occur, the Company's business, financial condition, liquidity add results of 
operations could be materially and adversely affected, in which case the 1alue of the 
Membership Units could decline significantly and a Member could lose all or a part! of his or her 

I 

investment. The risk factors described below are not the only ones that may affect the Company. 
Additional risks and uncertainties not presently known to the Company may also ad~ersely affect 

· the Company's business, financial condition, liquidity and results of operations. 

No Prior Business History. The Company has no prior business history. 

No Tangible Assets. The Company has and will likely have no tangible assets other than 
miscellaneous office supplies and related materials. 

· Management Structure. Under the Operating Agreement of the Company, the authority 
to manage the operations and daily business of the Company is delegated to/ the Class A 
Member. Unless otherwise agreed, all decisions affecting the Company are to be made by the 
Class A Member in its discretion, including any decision to invest assets of thJ Company in 
another business. The Class B Members in their capacity as Members, will dot be actively 
involved in the management of the Company. 

~~_hjl§iliill!!~2Ytt!!..!OQ!t~he~r~~~~ purpose of the <1ompany is to 
invest in what is known as the Any decision to inv

1

bst in such an 
enterprise will be made by Class A Members, based upon information available to it at the time. 

~~~:~\~~:~t:or:;:r:~~~n~u! ~~~;~~~~::~~m~:dc~s t1e Se::et:~s i~v~~~t~~ 
the Project based upon certain information primarily supplied by the Seller of ttle Project. No 
assurance can be given that such information will be accurate or complete. 

The performance of the Company depends on the performance of tfue Project. No 
assurance can be given that the Project specific performance projections or goals tll be met 

Business Risk. The Company and the Project will be constructed iithin proposed 
timetables or under proposed costs, or tenants will take occupancy of the Project. This proposed 
time table is pursuant to proposed rents and it is unclear whether the Company will invest will 
also be subject to risks facing any other business, including economic downturns, competition, 
liability claims, and many other risks. If the Class B Member lives outside of thb United States, 
their investments in the Company will be subject to currency fluctuatio~s, and special 
circumstances attributable to the legal, political, economic and social structures unique to USA, 
and any restrictions which may be imposed by other Country. 

Restricted Securities. The Membership Units issued to Members wH! be restricted I 

securities under the Securities Act and thus may not be resold except pursuant ~o registration or 1 

341 I 
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an exemption from registration. The Operating Agreement (and if applicable, any certificate 
representing the Membership Units) will contain a legend (in addition to any spetific legends 
required under applicable state securities laws) substantially as follows: 

THE SECURITIES REPRESENTED BY THIS [AGREEMENT/ 
CERTIFICATE] HAVE BEEN ISSUED WITHOUT REGISTRATION uNDER 
THE SECURITIES ACT OF 1933, AS AMENDED (THE "ACT")) OR 
REGISTERED OR QUALIFIED UNDER APPLICABLE STATE SECURITIES 
LAWS ("STATE LAWS"), PURSUANT TO AN lNVEST¥ENT 
REPRESENTATION BY THE PURCHASER THERE OF. THESE 
SECURITIES SHALL NOT BE OFFERED, SOLD, PLED/GED, 
HYPOTHECATED, DONATED, OR OTHERWISE TRANSFERRED 

I 

WHETHER OR NOT FOR A CONSIDERATION, BY THE PURCHASER IN 
THE ABSENCE OF A REGISTRATION EXCEPT UPON THE ISSUANdE TO 

I 

THE COMPANY OF A FAVORABLE OPINION OF ITS COUNSEL AN)D/OR 
THE SUBMISSION TO THE COMPANY OP. SUCH OTHER EVIDENCJ:E AS 

I 

MAY BE SATISFACTORY TO COUNSEL AND TO COMPANY, IN ElrHER 
CASE TO THE EFFECT THAT SUCH TRANSFER SHALL NOT JBE IN 
VIOLATION OF THE ACT AND APPLICABLE STATE LAWS. 

To ensure that transfers of the Membership Units are made in strict accordance with all 
limitations upon transfers imposed by the federal and applicable state securities laws, the 
Company may require an opinion of counsel with respect to the applicability of fuch laws to a 
transfer. The books and records of the Company will include respective "stop transfer" notations 

I 

to the effect that no transfer of any Membership Units shall be effective unless strict compliance 
with the applicable securities laws shall occur, the determination of which will be kt the absolute 
discretion of the Company. 

No Market. There is no present market for the Membership Units and no market for the 
Membership Units will develop. In addition, the transferability of Membership Wnits is subject 
to the terms of this Operating Agreement and each Member will have very lifuited rights to 
dispose of the Member's Membership Units prior to dissolution of the Company j According! y, 
an investment in the Membership Units will not be liquid and Members wm likely have 
difficulty selling such Membership Units in the future. The purchase of the Mefubership Units 
should be considered only as a long term investment. 

Not a Registered Offering. Tpe Membership Units have not been regis~ered under the 
Securities Act in reliance upon exemptions from registration. Prospective Members must 
recognize that they do not have the same protections afforded by fully regisfered securities 
offerings because they do not have the benefit of prior review by regulatory authorities. 
Accordingly, each Member must judge the adequacy of disclosure and the fairn~ss of the terms 
of this venture on his or her own. 

Forward Looking Statements. Because of their nature, predictions, forecasts, and 
projections about the future are inherently risky. In the case of a new co~pany like the 
Company, such forward looking statements about Company operations are especially likely to be 

·-------·-· .. -·-···· -- --··--------------.-----1 
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imperfect, wrong, or unintentionally misleading. All predictions, forecasts, and projections are 
based on assumptions that may not prove to be accurate. In addition, the eJtimates and 
assumptions underlying the projections are based on numerous economic and/ competitive 
assumptions that are beyond the Company's control. Potential Members should realize that all 
such projections are good faith estimates only and that actual results will vary, ahd may vary 
significantly. Because of the limitations of these projections, Members are cauhoned about 
placing undue reliance on them. This information was not prepared with a viJw to public 
disclosure or to compliance with published guidelines of the Securities atid Exchange 
Commission or any state securities commission. 

Foreshadowing statements, without limitation, statements relating to the profitability of a 
Membership Unit and adequacy of the Company's resources are made pursuant to tHe safe harbor 
provisions of the Private Securities Litigation Reform Act of 1995. Members ard advised that 
such foreshadowing statements involve risks and uncertainties, including withoft limitation, 
risks associated with the future economic conditions, and other risks and uncertainties indicated 
from time to time, many of which are beyond the control of the Company. In addition, when 
used herein, the words "will", "intends to", "anticipates'\ "expects", "likely" and other similar 
expressions are intended to identify foreshadowing statements. 

Equity Investment. Investment in any equity unit of ownership such as the Membership 
Units is risky because there is no guaranteed return or growth, if any, on the inves1tment and the · 
amount and frequency of distributions, if any, and the amount of any growth, if an)1

1

1

, is dependent 
upon the future financial success of the Company, which cannot be predicted with any certainty. 
Because of restrictions on the sale or other transfer of the Membership Units, no established 

I 

market for the interests will develop. Members may not, therefore, be able to liquidate their 
investment in the event of an emergency or for any other reason and must contidue to bear the 
economic risk of the investment for an indefinite period. Members are in no way guaranteed that 
they will experience gains or not suffer losses in the value of their investment. 

Each prospective Member is urged to consult with his or her tax and finan<J:ial advisors to 
determine if an investment in the Company is suitable for the Member. 

Tax Classification of the Company. While the Company believes that it will be classified 
as a partnership for federal, state, and local tax purposes, the Company has no~ obtained (and 
does not intend to obtain) either an opinion of counsel or an advance ruling frdm the Internal 
Revenue Service ("Service"), the Michigan Department of Treasury, or any loc~l tax authority 
that the Company will, indeed, be classified as a partnership for tax purposes, and not as an 
association taxable as a corporation. There is a risk the Service, the Michigan Department of 
Treasury, or a local tax authority will seek to classify the Company as an association taxable as a 
corporation for income tax purposes, which could have significant adverse tax an1~ perhaps other 
consequences for Members. EACH PROSPECTIVE MEMBER IS URGED fO CONSULT 
HIS/HER TAX AND LEGAL ADVISOR(S) REGARDING THE TAX AND <DTHER RISKS 
AND CONSEQUENCES OF AN INVESTMENT IN THE COMPANY. 

Tax Risks. The federal income tax aspects of an investment in the Company are complex 
and their impact may vary depending on a Member's individual circumstances. N.1embers should 
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consider the following tax risks, among others: (a) the Company has not obtained an~ opinion on 
material tax issues or the realization in the aggregate of all potential material tax con~equences of 
an investment in the Company; (b) Members will be taxed currently on their allocable shares of 
the Company's taxable income, even if they receive no distributions of cash from t~e Company; 
(c) the Company was not formed with the intent to produce deductions in excess of income that 
could be used to offset income from other sources; (d) any losses allocated to a/Member are 
likely to be subject to the limitations on deduction of passive activity losses and may be further 
limited under the at risk rules; (e) any income realized by a Member from the Com~any is likely 
to be taxed as ordinary income rather than as capital gain; (f) the Service may assert that the 
Company should be characterized as an association taxable as a corporation, ~hich would 
deprive Members of tax benefits from operating in a partnership fmm; (g) Mem~ers might be 
deemed to have a status other than partners in a partnership for federal income tax /purposes; (h) 
income allocated by the Company to retirement plans and accounts or otheu tax exempt 
investments may be taxable to them as unrelated business taxable income; (i) the/ Service may 
challenge the Company's allocation of income, gain, loss, deduction and credit; G) ¥embers may 
be precluded from claiming certain deductions by virtue of limitations on miscellaneous itemized 
deductions; (k) the Company may claim deductions or other tax benefits to which it believes it is 
entitled, but there can be no assurance that the deductions or other benefits will ~e allowed on 
audit; and (1) tax laws, rules, regulations and rulings may change, with or withdut retroactive 
effect. No advance ruling will be sought from the Service on any tax issue. EACH/POTENTIAL 
MEMBER IS URGED TO CONSULT HIS TAX ADVISOR REGARDINCJ THE TAX 

I 

CONSEQUENCES OF INVESTING IN THE COMPANY, WITH SPECIFIC REEERENCE TO 
HIS OWN TAX SITUATION. 

Determination of the Price for Membership Units. The. price for the Membership Units 
was arbitrarily determined by the Company and may have no relationship to booM value, assets, 
earnings or any other generally accepted criteria of value. 

Liability of Members. In general, Members in the Company will no~ be liable for 
obligations of the Company. However, their capital contributions, and respectivJ shares of the 
Company's assets and retained profits are subject to the risk of the Company•J business and 
claims of Company creditors. 

Return of Distributions and Contributions. If the Company were unab~e otherwise to 
meet its obligations, a Member might be obligated to return cash distributi~ms previously 
received by him or her where the distribution is in violation of the operating agreement or the 
Michigan Limited Liability Company Act. Under the Michigan Limited Liability Company Act, 
a member may not receive a distribution from the Company to the extent that, at the time of the 
distribution and after giving effect to the distribution, all liabilities of the Company, other than 
liabilities to members on account of their interest in the Company, would exceed ~he fair value of 
the Company's assets. 

577053_LDOC 
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STATE OF MICHIGAN 

DEPARTMENT OF ENERGY, lABOR & ECONOMIC GROWTH 
JENNIFER M. GRANHOLM 

GOVERt-JOR 
\ 

December 30, 2008 

Mr. Ken Szymusiak 
Lansing Economic Development Corporation 
401 S. Washington Sq., Suite. 100 
Lansing, MI 48933 

Mr. Szymusiak: 

'~)·!· ~~~ (f:.~ r;., ~;·~~
~~ .. ~·-' ~d ,_,. l ' 
Jf·.!~l G '? 2GTJ 

'l' 
STANLEY "SKIP" PRUSS 

DIRECTOR 

I am writing to inform you that per your req~est, the Michigan Department of Labor and Economic 
Growth CMDLEG) has determined that the city of Lansing fits the criteria of a "Target Employment 
Area" in regards to the EB-5 Immigration ~egional Center Program. 

Due to the nature of the statistical analysis of unemployment the only true comparison between 
municipalities and the nation is through the comparison of year end data. For our determin~tion we have 
utilized seasonally adjusted year end figures from 2007 for the nation and the city of Lansuig. The results 
are as follows: 

2007 Year End Seasonally Adjusted Unemployment: 

Data source is the Michigan Department· of Labor and Economic Growth and the Bureau of Labor 
Statistics. The data reflects the official employment and unemployment values as calculated using the 
methodology outlined by the Bureau of Labor Statistics (BLS) for the Local Area Wnemployment 
Statistic (LAUS) program and supports the INS requirement for calculating unemploymen~ levels to meet 
qualifications. 

Utilizing these figures, the city of Lansing qualifies as a "Target Employment Area" \Mithin the EB-5 
Immigration Regional Center Program due to the fact that the city's unemployment rate e~ceeds 150% of 
the national average .. 

Sincerely, 

a~ )il.J~rf...___ 
Richard H Waclawek, Director 
Bureau of Labor Market Information & Strategic Initiatives 

DLEG is an equal opportunity employer/program. 
Auxiliary aids, services and other reasonable accommodations are available upon request to individuals wit disabilities. 

3032 W. GRAND BOULEVARD • SUITE 9-100 • DETROIT, MICHIGAN 48202 
www.michigan.gov • (313) 456-3100 
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C:NNIFER M. GRANHOLM 

GOVERNOR 
OFFICE OF THE GOVERNOR 
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JOHN D. CHERRY, JR. 
LT. GOVERNOR 
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December 23, 2008 

Ms. Barbara Q. Veldarde 
Chief, Service Operations 
201 Massachusetts Avenue, NW, Room 2123 
Washington, D.C. 20529 

Dear Ms. Veldarde: 

I have designated the Michigan Department of Energy, Labor, and Econo
1

mic 
Growth (DELEG) as the state agency responsible for determining whether the c~ty of 
Lansing meets the high unemployment rate necessary for designation as an EB-p "Target 
Employment Area." In this capacity, DELEG will issue a letter on behalf of the Lansing 
Economic Development Corporation declaring the city is an area of high unemplbyment and 
indicating the methodology used in this determination. 

Any correspondence regarding this determination should be directed to: 

Rick Waclawek, Director 
Labor Market Information and Strategic Initiatives 
Cadillac Place 
3032 W. Grand Boulevard 
Suite 9-100 
Detroit, MI 48202 

JMG/pd 
c~...:k.en Szymusiak, Lansing Economic Development Corporation 

Harry Whalen, Michigan Economic Development Corporation 

P.O. BOX 30013 • LANSING, MICHIGAN 48909 

www.michigan.gov 

f'ri••ttd h1· mttMkt'l uf: 
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LANSING ECONOMIC DEVELOIPMENT 
CORPORATION 

401 S. WASHINGTON SQ., SUITE 100, LANSING MI48933, PHON~: (517) 483-4lkO FAX: (517) 483-6057 

www .edc.cityotlansingmi.com 

Virg Bemero, Mayor 

Ms. Barbara Q. Velarde 
Chief 
Services Operations 
201 Massachusetts Avenue, NW, Room 2123 
Washington, D.C. 20529 

Lansing Economic Development Corporation 
Lansing Tax Increment Finance Authority 

Lansing Brownfield Redevelopment Authority 
Lansing Regional SmartZonesm 

I wanted to take a moment to provide you with the latest details regarding the Market Place development, which will 

be overviewed in subsequent pages. 

Market Place, along with Ball Park North, is part of a duo of projects proposed by Lansing developer, Pat Gillespie. 
Market Place will occupy the land southwest of Shiawassee St. & Cedar St., down to Museum Drive:. This land is currently 
occupied by the Lansing City Market, which will be demolished and reconstructed next to its current location. As outlined I 

within the development agreement, the project is to include multiple (4-5) mixed-use buildings ranging from 2-4 stories. The 
two floor buildings, on the east half of the site will include underground parking with ground floor rhail and upstairs 
residential. The four floor buildings will include four floors of residential housing and underground parking. 

• Height - 2-4 floors 

• Size(sq ft)- 140,000 in 4-5 buildings 

• Developer - Pat Gillespie, Gillespie Group 

• Parking Spaces -Underground/Unknown 

• Cost - $24-$30 million 

• Construction - Spring 2009 Start 

• Incentives- Brownfield Tax Increment Financing, Brownfield Michigan Business Tax Credits 

After months of public meetings and deliberation, construction is slated to begin on the new Lans1 City Market in Spring 
2009. The construction of Market Place will begin shortly after completion of the new Lansing CiiY Market. 

I 

It is the intent of the Lansing Regional Center to recruit investors to serve in an equity partnership in this terrific mixed-use 

development opportunity. 

Sincerely, 

Ken Szymustak 
Director, International Initiatives 
Lansing Economic Development Corporation 
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GILLESPIE 
group 

0 
2501 Coolidg;e Rd., Ste. 501 
East Lansing, MI 48823 
(517) 333-4123 

MARKETPLACE and BALL PARK NORTH 

--Written Narrative --

In an effort to continue .the positive momentum the City of Lansing has experienced oven:· the past couple 
of years, Gillespie Group is pleased to present the following detail as it pertains to the prpposed 
revitalization of one of our city's most underutilized and yet greatest potential sites. Located on the Grand 
River, the site will encompass several acres and be constructed in two phases. 

Marketplace .. 

The Marketplace site contains the existing Lansing City Market which is in poor conditrion and 
un.derutilized. We feel this is "THE' site if you're going to be on the river in downtowb Lansing, 
Michigan. We believe this development will help change the river scape and set the ton~ for additional 
downtown development. 

Our vision is to raze the existing market building and replace it with a new market closer to the river's edge 
and next to the existing River Walk (paved pathway for bicycles/pedestrians/roller bladers, etc.). Proposed 
venues in the new market include a coffee shop, wine bar, and ice creamery with organi

1

b fruits and 
vegetables being sold and outdoor seating proVided as well, All of this will entice people to the water's 
edge to enjoy the new diverse market place. 

0 In addition to this activity, we envision semi-motorized and non-motorized boats that Will be docked at 
this site when "in season" and available for rent. A few boat slips will be available for people to utilize so 
they may enjoy the downtown area. The green, grassy knoll to the east of this building/ can serve as 
overflow for seasonal flats of flowers and. festive tents for various events the market p]ans to hold. 0 

,0 
0 

We also propose to house a restaurant (with large patio facing the river) 14,0.00 square foot day spa and 25 
(+I-) condominiums in a building just to the northeast of the new market that shares a high-end, eclectic 
main lobby area. Covered parking \vill be provided for resident vehicles with surface ~arking available for 
patrons and guests. 

Ball Park North 

0 On the half block directly to the north of Oldsmobile Park, we would like to construot a building looking 

0 
down into the stadium, with the outdoor patio seating to provide a view into the balldark. We propose 
two levels of parking under this structure and three to four levels above. 

0 We believe this will be a massive structure and need to consist of tvlO or three different structures that are 
either attached or look as though they are attached. Two different hotel (brand) products may play off 

0 
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.:ach other well in this fonnat (one in left field and one in right field). There may be a feWl floors of hotel 

rooms and a floor or two of condominiums and/ or aparunents. 

This building could also be a very unique use for a corporate headquarters or office, using just a portion of 
the building. The balance of this phase can be a multitude of things such as office, residehtial, retail, 

entertainment or a mix of all. 

Elevation 

0 
We prefer an urban-edge elevation with a flat roof look but are not opposed to a pitched roof with the 
right parapet walls and pitch. We envision a roof top that allows 5,000 square feet of roof top dining, 

entertainment and the like. 

0 

0 Why Lansing will be a vety Different City 36 Months from Today 

0 
0 
0 
0 
0 
0 
D 
0 
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~ The Stadium District development will be up and operating in April2008 
o 100,000 square foot mixed-use building w/36,000 square feet of retail, 30 apartments, 20 

for-sale condominiums 

~ The new State Police Headquarters, located at northeast corner of Grand Avenue and. 

Kalamazoo Street, will be open with an estimated 500+ new jobs 

~ Board of Water and Light (BWL) defunct power plant will have been transformed into the new 
corporate headquarters for The Accident Fund. Approximately $170 million Jm be spent on tbis 
redevelopment project. Between our development and the BWL development, lrus part of the river 
will be a star of the Midwest. Estimated 1,200 jobs upon completion. · 

} Kalamazoo Gateway- $12 million LEED-certified retail and residential complex, 32 aparunents and 

10 condominiums 

} Capitol Complex- A mixed-use development offering 5,000 square feet of commercial space and 
for-sale condominiums ranging from 1,000 square feet at an estimated $136,00d each to 2,000 

square feet at an estimated $272,000 each 

~ The Arbaugh- A tnL'\ed-use development with commercial space on the fust floor and 48 loft 

apartments on the upper levels 

} Capitol Club Tower -12 to 24 story high-rise housing 80-160 living units, restaurants, a gym, 

perhaps even a grocery store and swirruning pool. 

} Prudden Place- An upper-scale full servi.ce rental community currently featuring 72 units with 

another 60 units scheduled for Phase II of this premier property. 
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We feel that as the developments within the City of Lansing continue to unfold, demand for hotel space 
will grow immensely. In early 2009 we would hope to have a hotel operation or two on 1loard and ready to 

proceed with Phase II - Ball Park North and its mixed uses. 

Additional Downtown Lansing Attributes 

0 
0 
0 
0 

)> :Michigan State Capitol- Only .63 !Piles from our developments 

)> City of Lansing government offices- in very close proximity to our developments and employing 

over 11,400 associates 

)> Over 32,000 people are in downtown Lansing daily 

)> Cooley Law School ~ largest law school in the country with 2,300 students in tlie downtown area 

and loca_ted just .7 miles from our developments 

)> Davenport University- 900-1000 students and located .7 miles from our devdopments 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

l> Michigan State University- Located just 2.9 miles from our developments wiL a student 

population of 44,000 

)> Entertainment Express Trolley- The newest addition to our transportation system, this trolley 
links downtown Lansing and downtown East Lansing, making seven stops eve~ 30 minutes and 

runs on Thursday, Friday and Saturday evenings. 

)> Sparrow Hospital -Located just three quarters of a mile from our developments, Sparrow 
Hospital employs 7,800 health care workers and cares for over 567,000 patient~ each year. This 
hospital just opened a new 10-story addition that features the region's first and only ER for 
children, operating rooms that support breakthrough procedures, including ro1JIIotic surgery, new 
adult ER with 62 all-private treatment rooms, 4 high-technology trauma rooms and a rooftop 
helicopter landing pad. It is also the region's only Certified Trauma Center. There is also an 
expanded oncology facility, 29-bed orthopedic unit and the Heart and VasculaJ Center of 
Excellence featuring Stereotaxis technology- the most advanced a saf~st cardi~c catheterization 

technology available. 

)> Lansing Community College -located in downtown Lansing with 1,634 employees, 14,000+ 

students and located .69 miles from our developments 

)> Lansing Center- Adjacent to our developments, The Lansing Center is midlMichigan's premier 
facility for meetings, hosting many of the greater Lansing area's most prominent events. Featuring 
over 1 00,000 square feet of state-of-the -art mee ring, exhibit and ballroom spa~e, the Lansing Center 
hosts nearly 300,000 persons at more than 850 event days on a yearly basis, prfviding in excess of 
$13 million dollars of economic ilnpact to the Greater Lansing business community. 
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)> Oldsmobile Park- Home of our Lansing Lugnuts, a Single A minor league affiliate of the 
Toronto Blue Jays and located adjacent to our developments with 350,000+ patror

1 

s each year. This 
stadium is also a venue for many concerts and community events. 

)> Impression 5 Science Museum- 1/4 mile from our developments, ImpressionS is a hands-on 
learning environment that challenges its visitors to experience, discover and expl+e the world in 
which they live. Approximately 84,000+ people visit each year with attendance increasing annually. 

~ Riverwalk Theater- This local theater is the home of the Conununity Circle PJyers and located 
. on the banks of the Grand River, just three blocks east of the Capitol in downtoyn Lansing. The 
theater produces outstanding dramas, comedies, musicals and children's shows and draws over 
14,000 guests each year. 

Festivals, Races and Special Events 

0 Common Ground Festival- Is a seven day event attracting approximately 90,000 attendees throughout 
the week. It is mid-Michigan's largest music festival and has featured national recording artists: Steve 

0 Miller, Poison,John Legend, Bonnie Raitt, ZZ Top, Alice Cooper, Crosby, Stills & Nash, Beach Boys, 
Gavin DeGraw, Third Eye Blind, Gladys Knight, Cha.t;lie Daniels, Martina McBride, Sclokey Robinson 
and many more! Special events such as the Common Crit and various other athletic evJnts are held 0 throughout Lansing during the festival. 

0 
St. Patrick's Day Event- Hosted by the local downtown businesses, the fust annual event drew 

. numerous people downtown to celebrate this holiday. 

0 Blues on the Square - This event hosts Blues acts from around the country every Thursday evening 
beginning in mid-June. The seven-week series runs from 6:00p.m. to 10:00 p.m. and i~ held close to the 
corner of Washtenaw Street and Washington Avenue, drawing people from all areas o ~the region. 1-2,000 

D Be a Tourist in Your Own Town Event- This annual event draws over 15,000 "tourists" to the 
downtown area. Local businesses and entertainment venues open their doors to these/tourists, stamp their 0 passport booklet and provide refreshments, tours, information packets, and lots of fun activ-ities for their 
guests. 

0 
0 

Silver Bells in the City- This annual event, which attracted 100,000 people in 2006, [s held in mid
November and runs from 5:00 to 9:00pm. An Electric Light Parade steps off at 6:10pm at the corner of 
Lenawee and South ·washington Square, followed by the lighting of State of Michigan Official Christmas 
Tree in front of the State Capitol and a five minute fireworks show over the State Carol 

0 The Fitness Festival This newly created event will be held on September 29th and BOth in 2007. The 
Capital City Vz Marathon and SK has partnered with LEPF A and Healthy and Fit Maiazine to host a 
weekend filled with exciting healthy activities and a trade show. \Y/e are anticipating o/\;er 3,000 runners 0 and cyclist throughout the weekend. Ivfichigan Ave, the Lansing Center, Oldsmobile Park and Adado . 
Riverfront Park will be filled with athletes from around the region and country. 

0 
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Races -Numerous races, parades and walk-a-thons are held downtown every year, each ttracting 
thousands of attendees. A sarnpling of events includes: the Michigan Mile, the Memorial Day Parade, the 
American Cancer Society Relay for Life, the Michigan Pride Parade and Festival, the July 4th Parade, the 

10 

0 

Annual African American Parade & Festival, the REO Transportation Museum Car Cap tol Celebration, 

and the Capitol Area Mustangs Car Show "Cruisin' for a Cause." 

Festival of the Sun/Festival of the Moon: Sponsored by the Old Town CommerciallAssociation and 
held over the course of two days, this annual wine tasting event draws over 6,000 patrods annually. 

Hopefully this narrative has allowed you to see what we are striving to achieve with this I roposed 
development and we encourage you to contact us with any questions. 

0 
0 Primary Contact: 

Jason I<.ildea 

0 
Director of Commercial Development, Sales & Leasing 

Gillespie Group 
2501 Coolidge Road, Suite 501 

0 
East Lansing, MI 48823 
(517) 333-4123 
Email: jkildea@gillespie-group.com 

0 
0 
0 
0 
0 
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[Billing Code: 4810-02P; 6720-01P; 6210-01; 7537-01-U; 4810-33-P; 671~-01-P] 

DEPARTMENT OF THE TREASURY 

Office of the Comptroller of the Currency 

12 CFR Part 21 

[Docket No. 03-08] 

RIN 1557-AC06 

FEDERAL RESERVE SYSTEM 

12 CFR Parts 208 and 211 

[Docket No. R-1127] 

FEDERAL DEPOSIT INSURANCE CORPORATION 

12 CFR Part 326 

DEPARTMENT OF THE TREASURY 

Office of Thrift Supervision 

12 CFR Part 563 

[No. 2003- 16] 

NATIONAL CREDIT UNION ADMIN1STRATION 

12 CFR Part 748 

RIN 3133 

DEPARTMENT OF THE TREASURY 

31 CFR Part 103 

RIN 1506-AA31 

Customer Identification Programs for Banks, Savings Associations, Cretlit Unions 
and Certain Non-Federally Regulated Banks. 

-o~------
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AGENCIES: The Financial Crimes Enforcement Network, Treasury; Office of the 

Comptroller of the Currency, TreasUry; Board of Go vemors of the Federal Reslrve 
I 

System; Federal Deposit Insurance Corporation; Office of Thrift Supervision, Treasury; 

National Credit Union Administration. 

ACTION: Joint finai ruie. 

SUMMARY: The Department of the Treasury, through the Financial Crimes 

Enforcement Network (FinCEN), together with the Office of the Comptroller of the 

Currency ( OCC), the Board of Governors of the Federal Reserve System (Bo.!d), the 

Federal Deposit Insurance Corporation (FDIC), the Office ofThrift Supervisiol (OTS), 

and the National Credit Union Administration (NCUA) (collectively, the AgeLies), ha~e 
jointly adopted a final rule to implement section 326 of the Uniting and Stren~ening 

I 

America by Providing Appropriate Tools Required to Intercept and Obstruct ierrorism 

(USA PATRIOT) Act of2001 (the Act). Section 326 requires the Secretary of the 

TreaSury (Secretary) to jointly presCribe with each of the Agencies, the Securilies and 
I 

Exchange Commission (SEC), and the Commodity Futures Trading Commission 
I 

(CFTC), a regulation that, at a minimum, requires financial institutions to im,ement 

reasonable procedures to verify the identity of any person seeking to open an account, to 

the extent reasonable and practicable; maintain records of the information useb to verify 
. I 

the person's identity; and determine whether the person appears on any lists of known or 

suspected terrorists or terrorist organizations provided to the financial institutirn by any 

government agency. This final regulation applies to banks, savings associations, credit 

unions, private banks, and trust companies. 

DATES: Effective Date: This rule is effective [INSERT DATE 30 DAYS AFTER 

DATE OF 

2 

0-----~ 
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PUBLICATION IN THE FEDERAL REGISTER]. 

Compliance Date: Each bank must comply with this final rule by October l, 

2003. 

FOR FURTHER INFORMATION CONTACT: 

OCC: Office ofthe Chief Counsel at (202) 874-3295. 

Board: Enforcement and Special Investigations Sections at (202) 452-6235, 

(202) 728-5829, or (202) 452-2961. 

FDIC: Special Activities Section, Division of Supervision and Consu er 

Protection, and Legal Division at (202) 898-3671. 

OTS: Compliance Policy Division at (202) 906-6012. 

NCUA: Office of General Counsel at (703) 518-6540; or Office of Examination 

and Insurance at (703) 518-6360. 

Treasury: Office of the Chief Counsel (FinCEN) at (703) 905-3590; (J)ffice of the 

General Counsel (Treasury) at (202) 622-192 7; or the Office of the Assisjnt General 

Counsel for Banking & Finance (Treasury) at (202) 622-0480. 

SUPPLEMENTARY INFORMATION: 

I. Background 

A. Section 326 of the USA PATRIOT Act 

On October 26,2001, President Bush signed into law the USA PATRIOT Act, 

Pub. L. I 07-56. Title III of the Act, captioned "International Money Launder~ng 
Abatement and Ant; terrorist Financing Act of 200 I," adds several new provi1 ions to the 

Bank Secrecy Act (BSA), 31 U.S. C. 5311 et seq. These provisions are intended to 

3 
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facilitate the prevention, detection, and prosecution of international money laundering 

and the financing of terrorism. 

Section 326 ofthe Act adds a new subsection (I) to 31 U.S.C. 5318 of tHe BSA 

that requires the Secretary to prescribe regulations "setting forth the minimum Jtandards 

for financial institutions and their customers regarding the identity of the custoLr that 

shall apply in connection with the opening of an account at a financial institutJn." 

Section 326 applies to all "financial institutions." This term is defined try 

broadly in the BSA to encompass a variety of entities, including commercial bLs, 

agencies and branches offoreigu banks in the United States, thrifts, credit uniols, private 

banks, trust companies, investment cOmpanies, brokers and dealers in securitiJ, futures 

. . h . . I b k d ,I . . commtsston mere ants, msurance compames, trave agents, pawn ro ers, ea ers m 

precious metals, check-cashers, casinos, and telegraph companies, among rnaJ others. 

See 31 U.S.C. 5312(a)(2) and (c)(l)(A). 

For any financial institution engaged in financial activities described in section 

4(k) of the Bank Holding Company Act of 1956 (section 4(k) institutions), the Secretary 

is required to prescribe the regulations issued under section 326 jointly with each of the 

Agencies, the SEC, and the CFTC (the Federal functional regulators). 

Section 326 of the Act provides that the regulations must require, at a minimum, 

financial institutions to implement reasonable procedures for (I) verifying the ~identity of 

any person seeking to open an account, to the extent reasonable and practicable; (2) 

I 

maintaining records of the information used to verify the person's identity, including 

name, address, and other identifying information; and (3) determining whethe1 the person 

appears on any lists of known or suspected terrorists or terrorist organizations provided to 

4 
---~··--·-------

360 



0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 0 

the financial institution by any government agency. In prescribing these regulations, the 

S 
· d. d k · ·d · h · f I. · d . ecretary 1s trecte to ta e mto cons1 erat10n t e vanous types o accounts mamtame 

by various types of financial instituti~ns, the various methods of opening accolts, and 

the various types of identifying infonnation available. 

B. Overview of Comments Received 

On July 23, 2002, Treasury and the Agencies published a joint notice of proposed 

rulemaking in the Federal Register (67 FR 48290) applicable to (a) any financill 
I 

institution defined as a "bank" in 31 CFR 103.11 (c) 1 and subject to regulation by one of 

the Agencies; and (b) any foreign branch of an insured bank. On the same datl. Treasury 

separately published an identical, proposed rule for credit unions, private bankl, and trust 

companies that do rot have a Federal functional regulator (67 FR 48299).
2 

Trlasury and 

the Agencies proposed general standards that would require each bank to desiln and 

implement a customer identification program (CIP) tailored to the bank's size, location, 

and type of business. The proposed rule also included certain specific standaras that 

would be mandated for all banks. 3 

Treasury and the Agencies collectively received approximately five hundred 
. I 

comments in respohse to these proposed rules (collectively referred to as the 'troposal" 

or the "proposed rule" for "banks"), although some commenters sent copies of the same 

letter to Treasury and to each of the Agencies. The majority of comments recLved by 

1 This definition includes banks, savings associations, credit unions, Edge Act and Agreement corporations, 
and branches and agencies of foreign banks. · I 

2 In the preamble for this proposed rule, Treasury explained that a single final regulation woulld be is sued 
for all financial institutions defined as "banks" under 31 CFR l 03.11 (c), with modifications to 
accommodate certain differences between Federally regulated and non-Federally regulated b1nks. See 67 

fR 48299, 48300. . I 

, At the same time, Treasury also published (I) together with the SEC, proposed rules for broker-dealers 
(67 FR 48306) and mutual funds (67 FR 48318); and (2) together with the CFTC, proposed ~ules for futures 
commission merchants and introducing brokers (67 FR 48328). 
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Treasury and the Agencies were from banks, savings associations, credit unions, and their 

trade associations. Most of these commenters agreed with the largely risk-basJ 

approach set forth in the proposal that allowed each bank to develop a CIP base~ on its 

specific operations. 

Some commenters, however, criticized the specific requirements in the proposed 

rule and suggested that Treasury and the Agencies issue a final rule containing ln entirely 

· k b d h · h · · ·d ·fi · d ·fi · .I ns - ase approac wtt out any mm1mum 1 ent1 tcatlon an ven !Catton reqmrements. 
I 

According to some of these commenters, sue h a thoroughly risk-based approach would 

give banks appropriate discretion to focus their efforts and finite resources on Jpecific, 

high-risk accounts most likely to be used by money-launderers and terrorists. 

Other commenters, especially those representing credit card banks and ~redit card 

issuers, asserted that the proposed minimum identification and verification requirements 

should be eliminated because. they did not take into account the unique nature lf credit 

card operations. They warned that these requirements, if implemented, would have a 

chilling effect on credit practices important to U.S. consumers and would imp0se 

significant compliance costs on their industry with little benefit to law enforc,ment. 

By contrast, some smaller banks criticized the flexibility of the proposal and 

stated that a risk-based approach would leave too much room for interpretatial by the 

Agencies. These commenters urged Treasury and the Agencies to issue a fij rule . 

establishing more specific requirements. For example, some commenters sugkested that 

the rule prescribe risk assessment levels for each customer type and type of .lcount, 

along with a specific description of acceptable fonns of identification and mlods of 

verification appropriate for each bank's size and location. 

6 
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While commenters representing various segments of the industry differed on the 

approach that should be taken in the final rule, the vast majority concluded that Treasury 

and the Agencies had underestimated the compliance burden that would be imrsed by 

certain elements of the proposal. Commenters were especially concerned about the 

proposed requirements that banks verify the identity of signatories on accounts] keep 

. f d d "fy , "d . d . "d . l.fi . coptes o ocuments use to ven a customer s 1 entity, an retam 1 enttty ven tcation 

records for five years after an account is closed. 

. Some commenters also suggested that banks be given greater flexibili~ when 

dealing with established customers and urged that banks be permitted to rely om. 

identification and verification of customers performed by a third party, includiig an 

affiliate. Other commenters asked for additional guidance regarding the lists or known 

and suspected terrorists and terrorist organizations that must be checked, and regarding 

what will be deemed adequate notice to customers for purposes of complying Lth the 

final rule. Many commenters requested that the final rule contain a delayed 

implementation date that would provide banks with the time needed to design r customer 

identification program, obtain board approval, alter existing policies and procedures, 

forms and software, and train staff. 

Several comments were received from companies engaged in the sale <Df 

technology or services that could be used to identify and verify customers, ret~ in records, 

and check lists of known and suspected terrorists and terrorist organizations. Many of 

these companies recommended that the proposed rule be modified to make cllar that use 

of specific products and services would be permissible. Some of these commlnters urged 

7 
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that the rule require banks to authenticate any documents obtained to verify the identity 

of the customer through the use of automated document authentication technology. 
. I 

A small number of comments were received from individuals. Some orhese 

individuals criticized the proposed requirement that banks obtain a social security number 

c . ' . f. . , .. 1 ll'b l ' . 1rom persons opemng an account as an m Tmgement upon malYlaua 1 erty anu pnvacy. 

Some individuals were concerned that this requirement would expose them to ln added 

. I 
risk of identity theft. Other individuals supported the proposal and concluded that its 

verification requirements might diminish instances of identity theft and fraud.l few 

commenters suggested that the government develop a separate national identiJcation 

number or require that social security cards bear photographs and or other safeku.rds. 

A variety of commenters applauded the efforts of Treasury and the F Jeral 

functional regulators to devise a uniform set of rules that apply to banks, brokjr-dealers, 

mutual funds, futures commission merchants, and introducing brokers. 
4 

They noted that, 

without uniformity, customers of financial institutions may seek to open accounts with 

institutions that customers perceive to have less robust customer identification 

requirements. These commenters also suggested revisions that would enhance the 

uniformity of the rules. 

Treasury and the Agencies have modified the proposed rule in light of the 

comments received. A discussion of the comments, and the manner in which the 

proposed rule has been ·modified, follows in the section-by-section analysis. 

In addition, as suggested by a number of commenters, Treasury and tl1e Agencies 

expect to issue supplementary guidance following issuance of the final rule. 

C. Joint Issu.ance by Treasury and the Agencies 

8 
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In addition, Treasury, under its own authority, is issuing conforming amendments 
I 

to 31 CFR 103.34, which imposes requirements concerning the identification of bank 

customers. 

D. Compliance Date 

Nearly all commenters on the proposed rule requested that banks be gTn . 

adequate time to develop and implement the requirements of any final rule imglementing 

section 326 of the Act. These commenters stated that if the proposed rule wer! 

implemented, banks would be required, among other things, to revise existing lccount 

opening policies and procedures, obtain board approval, train staff, update fols, 
purchase·new or updated software for customer verification and checking of glvemment 

lists, and purchase new equipment for copying or scanning and storing recorJ 

Commenters requested a delayed effective or compliance date, but, given the l.riety of 
. I 

banks that would be covered by the final rule, there was no consensus regarding the 

amount of time that would be necessary to comply with the final rule. The trlsition 
. I 

periods suggested by commenters ranged from 60 days to two years from the tlate a final 

rule is published. 

The final rule modifies various aspects of the proposal and eliminates some of the 

requirements that commenters identified as being most burdensome. NonethLss, 

Treasury and the Agencies recognize that some banks will need time to devellp a CIP, 

obtain board approval, and implement the CIP, which will include various ml.sures, such 

as training of staff, reprinting forms, and developing new software. Accordijgly, 

although this final rule will be effective 30 days after publication, banks are Jrovided · 

I 

I 

5 12 CFR 21.21 (OCC); 12 CFR 208.63, 211.5, and 211.24 (FRB); 12 CFR 326.8 (FDIC); 12 CFR 563.177 

(OTS); and 12 CFR 748.2 (NCUA). 

10 
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with a transition period to implement the rule. Treasury and the Agencies have 

determined that each bank must fully implement its CIP by October 1, 2003. 

II. Section-by~Section Analysis of Final Rule Implementing Section 326 

Section 1 03.121(a) Definitions. 

Section 1 0 3.121 ( a)(J) Account. The proposed rule defmed "account" arach 

formal banking or business relationship established to provide ongoing services, dealings, 

or other financial transactions and stated that a deposit account, transaction or jsset 

account, and a credit account or other extension of credit would each constitute an 

"account.',() The proposal also explained that the term "account" was limited to formal 
I 

banking and business relationships established to provide "ongoing" services, dealings, or 

other financial transactions to make clear that this term is not intended to cove1 infrequent 

transactions such as the occasional purchase of a money order or a wire trans fe

1

r. 

Treasury and the Agencies received a large number of comments on this proposed 

definition. Some cornmenters agreed with the proposed definition though others thought 

the definition of "account" was .either too broad or needed clarification. Some 

commenters suggested that the definition of "account" be narrowed to include only those 

relationships that are financial in nature. A number of commenters urged that re 

definition be limited to high-risk relationships that experts have identified as rually 

used by money launderers and terrorists. Some of these commenters suggestel:l that 

particular types of accounts, especially those established as part of employee tnefit 

plans, be excluded from the definition of "account." 

6 The definition of"account" in the proposed rule was based on the statutory definition of"a~:count" that is 

used in section 311 of the Act. 

11 
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Most commenters requested trot the final rule provide additional examRies of the 

relationships that would constitute an "account." Many commenters requested that the 

rule clarify the meaning of "ongoing services." These commenters asked whether a 

person who repeatedly and regularly purchased a money order, requested a wirl transfer, 

or cashed a check on a weekly basis, without any other relationship with a baJ. would 

be considered to have an "account." Many other commenters asked that the Jclusion for 

transfers of accounts between banks described in the preamble for the proposal --which 

commenters characterized as the "transfer exception" - be stated expressly in the 
I 

regulation and expanded to cover all loans originated by a third party and purchased by a 

. I 

bank, such as mortgages purchased from non-bank lenders and vehicle loans purchased 

from car dealers. 

The final rule contains a number of changes prompted by these commrts. First, 

the reference to the term "business relationship" has been deleted froin the definition of 

"account."· This change is made to clarify that the regulation applies to the bal's 

provision of financial products and services, as opposed to general "business" dealings, 

such as those in connection with the bank's own operations or premises. Second, the 

definition now contains additional, but non-exclusive, examples of products ald services, 

such as safety deposit box and other safekeeping serVices, cash management, lnd 

custodian and trust services, that constitute an "account." 

The definition of "account" also has been changed to include a list of products 

and services that will not be deemed an "account." The preamble for the pro~osed rule 

had used the term "ongoing services" to define accounts covered by the final lie, and 

had referred to the exclusion of "occasional" transactions and "infrequent" pLchases 

12 
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(which arguably would require a bank to monitor all transactions for repetitive contacts). 

By contrast, the final rule clarifies that "account" excludes products and servicls where a 

formal banking relationship is not established with a person, such as check casting, wire 

transfer, or the sale of a check or money order. 7 Treasury and the Agencies note that part 

I 03 already requires verification of identity in cormection with many of these Jroducts 

and services. See, ~. 3 I CFR I 03. 29 (purchases of bank checks and drafts, ~ashier's 
checks, money orders, and traveler's checks for $3000 or more); 31 CFR 103.33 (funds 

transfers of $3000 or more). 

In addition, the final rule codifies and clarifies the "transfer exception.'i Under 

the final rule, the definition of "account" excludes accounts that a bank acquires through 

· · · h f · f 1· b·1· · ~ I h. d an acqulSltiOn, merger, pure ase o assets, or assumptiOn o 1a 1 Ities trom an¥ t 1r 

party. 8 Treasury and the Agencies note that the Act provides that the regulatiJns shall 

require reasonable procedures for "verifying the identity of an erson see kin· to o en an 

account." Because these transfers are not initiated by customers, these accouhts do not 

fall within the scope of section 326.9 

7 This exclusion is consistent with legislative history indicating that by referencing the term rcustomers," 
Congress intended "that the regulations prescribed by Treasury take an approach similar to tHat of 
regulations promulgated under title V of the Gramm-Leach-Bliley Act of 1999,'where the Fe~eral 
functional regulators defined 'customers' and 'customer relationship' for purposes of the finJncial privacy 
rules." H.R. Rep. No. 107-250, pt. 1, at 62 (2001). The definitions of"customer" and "customer 
relationship" in the financial privacy rules apply only to a consumer who has a "continuing r~lationship" 
with a bank, for example, in the form of a deposit or investment account, or a loan. See J(hl) and (i) of 12 
CFR part 40 (OCC); 12 CFR part 216 (Board); 12 CFR part 332 (FDIC); 12 CFR part 573 (<DTS); and 12 
CFR part 716 (NCUA). . / 
8 In many cases, these third parties are themselves "financial institutions" for purposes of the BSA. 
Treasury anticipates that these third parties ultimately will be subject to their own customer ldentification 
rules implementing section 326 of the Act in the event that they are not presently covered by/ such a rule. 
9 Nevertheless, there may be situations involving the transfer of accounts where it would be appropriate for 
a bank, as part of the customer due diligence procedures required under existing regulations ~·equiring 
banks to have compliance programs implementing the BSA (BSA compliance programs), to/verify the 
identity of customers associated with accounts that it acquires from another financial institu~ion. Treasury 
and the Agencies expect financial institutions to implement reasonable procedures to detect ~oney 
laundering in any account, however acquired. 

13 



0 
0 
0 

I 0 

0 
0 
0 

1 0 
0 
0 
0 
0 
0 
0 
0 
D 

0 
0 

0 0 

Treasury and the Agencies generally agree with the view expressed by 

commenters who suggested that a bank's limited resources be focused on relati<Dnships 

that pose a higher risk of money laundering and terrorism. Accordingly, the Alencies 

I 
have included an exception to the definition of "account" for accounts opened r the 

purpose of participating in an employee benefit plan established pursuant to the 

Employee Retirement Income Security Act of 1974. These accounts are less slsceptible 

to use for the financing of terrorism and money laundering, because, among oLr 

reasons, they are funded through payroll deductions in connection with emplo~ment 
plans that must comply with Federal regulations which impose various requirements 

regarding the funding and withdrawal of funds from such accounts, including lbw 

contribution limits and strict distribution requirements. 

Section 103.121 (a)(2) Bank. The proposal jointly issued by Treasury and the 

Agencies applied to any financial institution defined as a "bank" in 31 CFR l03.ll(c) 

and subject to regulation by one of the Agencies, including banks, savings assLiations, 

credit unions, Edge Act and Agreement corporations, and branches and agencts of 

foreign banks. The proposed definition also included "any foreign branch of an insured 

bank" to make clear that the procedures required by the rule would have to be 

implemented throughout the bank, no matter where its offices are located. The preamble 

for the proposal explained that the rule would apply to bank subsidiaries to thi same 

extent as existing regulations requiring banks to have BSA compliance progJms. 10 As 

10 All insured depository institutions currently must have a BSA compliance program. See 1~ CFR 21.21 
(OCC); 12 CFR 208.63 (Board); 12 CFR 326.8 (FDIC); 12 CFR 563.177 (OTS); and 12 CFR 748.2 
(NCUA). In addition, all financial institutions are required by section 352 of the Act, 31 U.s:.c. 5318(h), to 
develop and implement an anti-money laundering program. Treasury issued a regulation imwlementing 
section 352 providing that a financial institution regulated by a Federal functional regulator i

1

S deemed to 
satisfy the requirements of section 5318(h)(l) if it implements and maintains an anti-money laundering 
program that complies with the regulation of its Federal functional regulator, i.e., the require~ent to 

14 
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described above, a second proposal issued simultaneously by Treasury applied to certain 

other financial institutions defined as a "bank" in 31 CFR I 03 .II (c), namely, thLe credit 

unions, private banks, and trust companies that do not have a Federal functional 

regulator. 

Under the final rule, "bank" includes all financial institutions covered b:x- both of 

the proposals described above, except that "bank" does not include any foreign branch of 

an insured U.S. bank. Several commenters explained that the proposal to cover foreign 

branches might conflict with local laws applicable to branches of insured banks operating 

outside of the United States and might place U.S. institutions at a competitive 

disadvantage. Consistent with the approach taken with respect to final regulations 

implementing other sections of the Act, 11 Treasury and the Agencies have deteLined 

that foreign branches of insured U.S. banks are not covered by the final rule. 

Nevertheless, Treasury and the Agencies encourage each bank to implement an effective 

CIP, as required by this final rule, throughout its organization, including in its ~oreign 
branches, except to the extent that the requirements of the rule would conflict Lth local 

law. 

As noted in the preamble for the proposal, the CIP must be a part of a oank's BSA 

compliance program. Therefore, it will apply throughout such a bank's U.S.1perations 

(including subsidiaries) in the same way as the BSA compliance program requirement. 

However, all subsidiaries that are in compliance with a separately applicable, industry-

. I 

implement a BSA compliance program. See 31 CFR 103.120(b); 67 FR 2113 (April 29, 2002). However, 
Treasury temporarily deferred subjecting certain non-Federally regulated banks to the anti-mbney 
laundering program requirements in section 352. See 67 FR 67547 (November 6, 2002) (corl1ected 67 FR 
68935 (November 14, 2002)). · 
11 See. e.2:., 67 FR 60562, 60565 (Sept. 26, 2002) (FinCEN's regulation titled "Anti-Money Uaundering 
Requirements -Correspondent Accounts for Foreign Shell Banks: Recordkeeping and Termirlation of 
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specific rule implementing section 326 of the Act will be deemed to be in compliance 

with this final rule. 

Section J03.12J(a)(3) Customer. The proposal defined "customer" to mean any 

person12 seeking to open a new account. In addition, the proposal defined a "cltomer" 

to include any signatory on an account. The preamble for the proposal explajd L'lat the 

term "customer'' included a person that applied to open an account, but not soJeone 

seeking information about an account, such as rates charged or interest paid on ln 

account, if the person did not apply to open an account. The preamble also staL that 

any person seeking to open an account at a bank, on or after the effective date jfthe final 

I 

rule, would be a "customer," regardless of whether that person already had an account at 

the bank. 

This proposed definition prompted a large number of comments. First, nearly all 

commenters recommended that the Agencies clarify in the text of the final rul~ that 

"customer" does not include a person who does not receive banking services, rch as a 

person whose deposit or loan application is denied. Some of these commenters suggested 

I 

that the rule for banks define "customer" to mean "a person who opens a new account," 

as did the proposed rules for broker-dealers, mutual funds, futures commissiJ merchants 

and introducing brokers. 

Treasury and the Agencies agree with the view expressed by some connmenters 

that the statute should be construed to ensure that banks design procedures to Ltennine 

the identity of only those persons who open accounts. Accordingly, the final Le defines 

12 The proposed rule defined "person" by reference to§ 103.ll(z). This definition includes individuals, 
corporations, partnerships, trusts, estates, joint stock companies, associations, syndicates, joidt ventures, 
other unincorporated organizations or groups, certain Indian Tribes, and all entities cognizablle as legal 
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a "customer" as "a person that opens a new account."13 For example, in the case of a 

trust account, the "customer" would be the trust. For purposes of this rule, a balk will 

not be required to look through trust, escrow, or similar accounts to verify the ibentities 

of beneficiaries and instead wi II only be required to verify the identity of the nied 

accountholder. 14 In the case of brokered deposits, the "customer" will be the Joker that 

opens the deposit account. A bank will not need to look through the deposit brlker's 

. I 

account to determine the i::lentity of each individual sub~account holder; it need only 

verify the identity of the named accountholder. 

Many commenters requested that the final rule clarify whether "customer" 

includes a minor child or an informal group with a common interest, such as a ~lub 
account, where there is no legal entity. The final rule addresses these comments by 

I 

providing that "customer" means "an individual who opens a new account for (1) an 

individual who lacks legal capacity, such as a minor; or (2) an entity that is no! a legal 

person, such as a civic club." 

A few banks stated that defining "customer" to include a signatory was consistent 

with their current practice of verifying the identity of the named accountho ldJ and any 

signatory on the account. However, most commenters strenuously objected to the 

inclusion of a signatory as a customer whose identity must be verified, and asserted that 

this proposed requirement would deviate significantly from their current busilss 

I 

personalities. Treasury and the Agencies agree that it is not necessary to repeat this definitiot Therefore, 

it is omitted from the final rule. I 

13 Therefore, each person named on a joint account is a "customer" under this final rule unless otherwise 

provided. I 

4 However, based on a bank's risk assessment of a new account opened by a customer that is not an 
individual, a bank may need to take additional steps to verify the identity of the customer by ~eeking 
information about individuals with ownership or control over the account in order to identify lthe customer, 
as described in § l 03.121 (b )(2 )(ii)(C), or may need to look through the account in connectio1 with the 
customer due diligence procedures required under other provisions of its BSA compliance pr0gram. 
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practices. These commenters stated that requiring banks to verify signatories on an 

account would be enonnously burdensome to the financial institutions and signLories 

themselves- many of whom simply work as employees for firms with C{)rporatl accounts 
. . I 

-- and would outweigh any benefit. 15 One commenter asserted that inclusion of 

signatories as customers went beyond the scope of section 326 of the Act. Althbugh 

some commenters advocated that any requirement regarding a signatory should be 

omitted altogether, these commenters generally advocated a risk-based approach that 

would give banks the discretion to determine when a signatory's identity shoul~ be 

verified. J 
Credit card banks, in particular, were critical of the signatory requirem . nt because 

the proposed provision, as drafted, encompassed all authorized users of credit lards. 

These banks characterized the signatory requirement as unnecessary in the casl of credit 

card companies, which, they explained, already use sophisticated fraud filters L detect 

fraud and abnormal use. These banks also noted that a person need not be a si~natory to 

I 
use another person's credit card, especially when purchasing products by telephone or 

over the Internet. Therefore, the signatory requirement would not necessarily lnsure that 

banks would be able to verify the identity of those using a credit card account. 

15 Comme.nters contended that banks and individuals would confront numerous practical proolems. Some 
commenters noted, for example, that the identification and verification of signatories could bJ burdensome 
for banks because business accounts might have many signatories and those signatories woul~ change over 
time. Some commenters explained that collecting detailed information about an employee wfuo is a 
signatory would raise privacy concerns for those employees who would be required to disclo~e personal 
information to their employer's financial institutions. Other commenters stated that a signatob rarely is 
present at the time of account opening and, consequently, a bank would encounter substantia~ obstacles 
when attempting to verify the signatory's identity using any of the most common methods dekcribed in the 
proposal, including by examining documents or by obtaining a credit report. (Under the Fair /Credit 
Reporting Act (FCRA), a consumer reporting agency generally may furnish a consumer report in 
connection with transactions involving the consumer and no other. See 15 U.S.C. 1681 b. Th:us, for 
example, a bank would be prohibited from obtaining a credit report to verify the identity of an authorized 
user of a customer's credit card.) 

18 
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After revisiting the issue of whether a signatory should be a "customer,'! Treasury 

and the Agencies have determined that requiring a bank to expend its limited r~sources 

on verifying the identity of all signatories on accounts could interfere with the ~:!lank's 

ability to focus on identifying customers and accounts that present a higher risj of not 

being properly identified. Accordingly, the proposed provision defining "custdmer" to 

include a signatory on an account is deleted. Instead, the final rule, at§ 

103.12l(b)(2)(ii)(C), requires a bank's CIP to address situations when the bank\ will take 

additional steps to verify the identity of a customer that is not an individual by leeking 
I 

information about individuals with authority or control over the account, including 

signatories, in order to verify the customer's identity. 

In addition to defining who is a "customer," the final rule contains a list of entities 

that will not be deemed "customers." Many commenters questioned why a bjk should 

b · d ·fy h ·d · r · 1· I · e reqmre to ven t e 1 entity o a government agency or mstrumenta 1ty O'Renmg a 

new account, or of a publicly-traded company that is subject to SEC reporting 

requirements. Consistent with these and other comments urging that the final rule focus 

on requiring verification of the identity of customers that present a higher risk of not 

being properly identified, the final rule excludes from the definition of "custoJer" the 

following readily identifiable entities: a financial institution regulated by a Federal 

functional regulator; a bank regulated by a state bank regulator; and govemmlntal 

agencies and instrumentalities, and companies that are publicly traded describld in 

§ I 03 .22( d)(2 )(ii)-(iv ). 16 Sectio n I 03 .22( d )(2)(iv) exempts such companies oLy to the 

16 Treasury previously determined that banks should be exempted frorn having to file reports of transactions 

in currency in connection with these entities. See 31 CFR l 03.22( d)(l ). 
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extent of their domestic operations. Accordingly, a bank's CIP will apply to any foreign 

offices, affiliates, or subsidiaries of such entities that open new accounts. 

A great many· commenters also objected to the requirement in§ 103J2~(b)(2)(ii) 
I 

of the proposed rule that a bank verify the identity of an existing customer seeking to 

open a new account unless the bank previously verified the customer's identity in 

accordance with procedures consistent with the proposed rule and continues to have a 

reasonable belief that it knows the true identity of the customer. These commelters 

asserted that such a requirement would be burdensome for the bank and would upset 

existing customers. Some commenters reconunended that the rule apply proslctively to 

new customers who previously had no account with the bank. Many commenters 

suggested that the final rule contain a risk-based approach where verification lauld not 

be required for an existing customer who opens a new account if the bank has 1 . 
reasonable belief that it knows the identity of the customer, regardless of the Jocedures 

the bank followed to form this belief. 

Treasury and the Agencies acknowledge that the proposed rule might Have had 

unintended consequences for bank~customer relationships and that the risk-b.led 
I 

approach suggested by commenters would avoid these consequences. Accordingly, the 

final rule excludes from the definition of"customer" a person that has an existg account 

with the bank, provided that the bank has a reasonable belief that it knows the true 

'd . f h 17 1 ent1ty o t e person. 

17 As a foreign branch of an insured U.S. bank is no longer a "bank" for purposes of this rule, a customer of 
a bank's foreign branch will no longer be "a person who has an existing account with the banf." Therefore, 
the bank must verify the identity of a customer of its foreign branch in accordance with its CI!P if such a 

customer opens a new account in the U.S. 

20 
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Section 103.12l(a)(4) Federal functional regulator. The proposed rule refined 

"Federal functional regulator" by reference to§ 103.120(a)(2), meaning each off the 

Agencies, the SEC, and the CFTC. There were no comments on this definition! and 

Treasury and the Agencies have adopted it as proposed. 

Section 1 03.12l(a)(5) Financial institution. The final rule includes a new 
. I 

definition for the term "financial institution" that cross-references the BSA, 311U.S.C. 

5312(a)(2) and (c)(l). This is a more expansive definition of"financial institution'~ than 

that in 31 CFR l 03 .ll, and includes entities such as futures commission merchlnts and 

introducing brokers. 

Section 1 03.121( o)(6) Taxpayer identification number. The proposed Te 

repeated the language from § 103 .34( a)( 4), which states that the provisions of section 

6109 of the Internal Revenue Code and the regulations of the Internal Revenu1 Service 

thereunder determine what constitutes "a taxpayer identification number." There were no 
I 

comments on this approach, and Treasury and the Agencies have adopted it substantially 

as proposed, with minor technical modifications. 

Section 103.12l(a)(7) and (8) U.S. Person and non-U.S. person. The wroposed 

rule provided that "U.S. person" is an individual who is a U.S. citizen, or an Jtity 

established or organized under the laws of a State or the United States. A "nl U.S. 

person" was defined as a person who did not satisfy either of these criteria. 

As described in greater detliil below, a bank is generally required to o~tain a U.S. 

taxpayer identification number from a customer who opens a new account. However, if 

the customer is a non-U.S. person and does not have such a number, the bank lay obtain 

21 
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an identification number from some other form of government-issued document 

evidencing nationality or residence and bearing a photograph or similar safegu.ld. 

Several commenters suggested that it would be less confusing to banker! if "U.S. 
I -

person" meant both a U.S. citizen and a resident alien, consistent with the definition of 

this term used in the Internal Revenue Code (IRS definition).
18 

A few commelrs 

criticized the proposed definition because it would require banks to establish w I ether a 

customer is or is not a U.S. citizen. 

Treasury and the Agencies believe that the proposed definition of "U.S. person" is 

a better standard for purposes of this final rule than the IRS definition. Adoption of the 

IRS definition of "U.S. person" would require bank staff to distinguish among trious tax 

d
. . . . . . 'h f h . ld u d an ImmigratiOn categones m connectiOn w1t any type o account t at IS opene . n er 

the proposed definition, a bank will not necessarily need to establish whether a potential 

customer is a U.S. citizen. The bank will have to ask each customer for a U.S. taxpayer 

identification number (social security number, employer identification number, or 

individual taxpayer identification number). If a customer cannot provide one, lhe bank 

rna y then accept alternative forms of identification. For these reasons, the defiLti on is 

adopted as proposed. 

Section 103.121 (b) Customer Identification Program: Minimum Requilrements. 

Section 103.121 (b)(l) General Rule. The proposed rule required each bank to 

implement a CIP that is appropriate given the bank's size, location, and type of business. 

The proposed rule required a bank's CIP to contain the statutorily prescribed ,rocedures, 

described these procedures, and detailed certain minimum elements that each (i)f the 

18 26 U.S.C. 770l(a)(30)(A). 
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procedures must contain. In addition, the proposed rule required that the CIP b~ written 

and that it be approved by the bank's board of directors or a committee of the bolard. 

The proposed rule also stated that the CIP must be incorporated into the bank's 

BSA 19 compliance program and should not be a separate program. A bank's B,A 

compliance program must be written, approved by the board, and noted in the bank's 

minutes. It must include (I) internal policies, procedures, and controls to ensuje ongoing 

compliance; (2) designation of a compliance officer; (3) an ongoing employee training 

program; and (4) an independent audit function to test programs. The prearnblj for the 

proposal explained that the CIP should be incorporated into each of these Dur llements 

of a bank's BSA program. 

Most commenters agreed with the proposal's approach of allowing banks to 

develop risk-based programs tailored to their specific operation, though some Jrthese 

commenters recommended that Treasury and the Agencies adopt an entirely rJ-based 

approach without any minimum requirements while others recommended a mJe 

prescriptive approach. Many cornmenters suggested that Treasury and the Afncies 

clarify the extent to which a bank could rely on a third party, especially an affiliate, to 

perform some or all aspects of its CIP. 

Other commenters focused on the requirement that a bank's board of directors 
- I 

approve the CIP. These commenters urged Treasury and the Agencies to ador:1t a 

regulation that states that the role of a bank's board of directors need only be tl approve 

broad policy rather than _the specific methods or actual procedures that will be a part of a 

bank's CIP. One commenter recommended that the governing body of a financial 

institution be permitted to delegate its responsibility to approve the CIP. 

23 
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The final rule attempts to strike an appropriate balance between flexibility and 

detailed guidance by allowing a bank broad latitude to design and implement a CIP that is 

tailored to its particular business practices while providing a framework of mill!imum 

standards for identifying each customer, as the Act mandates. Following the ctlscription 

of Lie procedures and minimum requirements for each element of a bank's CI1 (identity 

verification, recordkeeping, comparison with government lists, and customer notice), the 

final rule contains a new section describing the extent to which a bank may reJ on a third 

party to perform these elements, described in detail below. 

The final rule removes the requirement that the bark's board of directr or a 

committee of the board must approve the bank's CIP because this requirement! is 

redundant. A bank's BSA compliance program must already be approved by t board. 

Treasury and the Agencies regard the addition of a CIP to the bark's BSA colp Hance 

program to be a material change in the BSA compliance program that will reqlire board 

approval. The board of director's responsibility to oversee bank compliance tith section 

3 26 of the Act is a part of a board's conventional supervisory B SA complianl 

responsibilities that cannot be delegated to bank management. Therefore, a bank's board 

of directors must be responsible for approving a CIP described in detail suffic!lient for the 

board to determine that (1) the bank's CIP contains the minimum requiremen s of this 

final rule; and (2) the bank's identity verification procedures are designed to lnable the 

bank to form a reasonable belief that it knows the true identity of the customl 

Nevertheless, responsibi I ity for the deve lopmen~ imp \e mentation, and day-J day 

administration of the CIP may be delegated to bank management. 

19 See footnote 10, supra. 
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The final rule will apply to some non-Federally regulated banks that are not yet 

subject to an anti-money laundering compliance program requirement.
20 

Therefore, the 

final rule only requires that the CIP be a part of a bank's anti-money laundering program 

once a bank becomes subject to an anti- money laundering compliance program 

requirement. 
21 

Section I 03.12 I lb!(2) Identi!Jl Verification Procedures" The proposed t e 

provided that each bank must have a CIP that includes procedures for verifying the 

identity of each customer, to the extent reasonable and practicable, based on thl bank's 

assessment of certain rish The proposed rule stated that these procedures mJ.t enable 

the bank to form a reasonable belief that it knows the true identity of the custoLer. 

Some commenters recommended that the identity verification requirejent be 

waived for new customers that are well known to a senior officer of the bank. Some of 

these commenters endorsed such a waiver provided that a bank employee cou~d provide 

"an affidavit of identity" on behalf of the customer. 

One commenter criticized the standard requiring a bank to have ident~ty 

verification procedures "that enable the bank to form a reasonable belief that it knows the 

true identity of the customer" as too subjective. This commenter suggested that a better 

standard would be lack of affirmative notice of deficiency in the identity praless. 

Another commenter suggested that ti"£ rule make clear that a bank is only reLired to 

verify a customer's identity, to the extent reasonable and practical; in order tl establish 

that it has a reasonable basis for knowing the true identity of its customer. 

20 See footnote 10, supra. . 
21 

The final rule therefore provides that until such time as credit unions, private banks, and trust companies 
without a Federal functional regulator are subject .to such a program, their C!Ps must be ap~roved by their 

· boards of directors. 
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The final rule provides that a bank's CIP must include risk-based procedures for 

verifying the identity of each customer22 to the extent reasonable and practicabJ The 

final rule also states that the procedures must enable the bank to form a reasonaLe belief 

that it knows the true identity of the customer. As section 326 of the Act states, a bank's 

affirmative obligation to verify the identity of its customer applies to "any person" rather 

than only to a person whose identity is suspect, as suggested by one commentej. 

Furthermore, Treastry and the Agencies have determined that the statutory obligation to 

"verify the identity of any person" requires the bank to implement and follow Jrocedures 
I 

that allow the bank to have a reasonable belief that it knows the true identity of the 

customer. 

Given the flexibility built into the final rule, Treasury and the Agencies believe 

that it is not appropriate to provide special treatment for new customers knowt to bank 

personnel. In addition, permitting reliance on bank personnel to attest to the. identity of a 

customer may be subject to manipulation. Accordingly, the final rule doesndt establish 

different rules for customers who are known to bank personnel. 

The final rule requires the identity verification procedures to be basedl upon 

relevant risks, including those presented by the types of accounts maintained by the bank, 

the various methods of opening accounts provided by the bank, and the types of 

identifying information available. In addition to these risk factors, which J specifically 

identified in section 326, the final rule states that the procedures should take into account 

22 
Other elemen~ of the bank • s CIP, such as procedures for record keeping or checking of lo<ernment lists, 

are requirements that may not vary depending on risk factors. 

26 
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the bank's size, location, and type of business or customer base, additional factors 

mentioned in the Act's legislative history. 
23 

Section 103.121 {b)(2)(i) Customer Information Required. The proposed rule 

required that a bank's CIP must contain procedures that specify the identifying 

information the bank must obtain from a customer. It stated that, at a minimum, a bank 

must obtain from each customer the following information prior to opening an account: 

(1) name; (2) address (a residential and mailing address for individuals, and pdncipal 
I 

place of business and mailing address for a person other than an individual); (3) date of 

birth for individuals; and (4) an identification number. 

Treasury and the Agencies received a variety of comments criticizing ~he 

requirement that a bank obtain certain minimum identifying information prior to opening 

an account. Some commenters, including a trade association representing large financial 

institutions, recommended that a bank be permitted to open an account for a Lstomer 

who lacks some of the minimum identifying infonnation, provided that the blnk has 

formed a reasonable belief that it knows the true identity of the customer. C1edit card 

banks explained that the minimum information requirement would create problems for 

retailers that offer credit cards at the point of sale. These commenters stated that retailers 

were not likely to have the means to record identifying information other than what is 
I 

currently collected. They suggested that when there are systems in place to identify 

customers and detect suspicious transactions, the rule should require only thr collection 

of infonnation that the credit card bank or card issuer deems necessary and appropriate to 

identify the customer. 

23 H.R. Rep. No. 107-250, pt. l, at 62 and 63 (2001). 
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Other commenters stated that the rule should not require a bank to obtaim. the 

minimum identifying information prior to account opening in every instance. Srme of 

these commenters suggested tlnt a bank be permitted to obtain the required information 

within a reasonable time after the account is opened. Some commenters suggelted that 

the rule permit banks to obtain identifying information from a party other than lhe 

customer. This would arise, for example, when a bank offers a credit card basjd on 

information obtained from a credit reporting agency. Other commenters suggjsted that a 

bank also be required to obtain information about a customer's occupation, pJfession or 
I 

business, as this information is needed by a bank that intends to file a report o£ 

transactions in currency or a suspicious activities report on the customer. 

Consistent with the proposal, the final rule provides that a bank's CIP must 

contain procedures that specify the identifying information that the bank musj obtain 

from each customer prior to opening an account. In addition, the rule specifils the four 

basic categories of information that a bank must obtain from the customer prirr to 

opening an account. Treasury and the Agencies believe that requiring banks r gather 

these standard forms of information prior to opening an account is not overlyl burdensome 

because such identifying information is routinely gathered by most banks in the account 

opening process and is required by other sections of31 CFR part l 03. Of clrse, based 

upon an assessment of the risks described above, a bank may require a custoler to 

provide additional information to establish the customer's identity. 

Treasury and the Agencies acknowledge that imposing this requirement on banks 
I 

that offer credit card accounts is likely to alter the manner in which they do business by 

requiring them to gather additional information beyond that which they culntly obtain 

28 
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directly from a customer who opens an account at the point of sale or by teleph<me. 

Treasury and the Agencies are mindful of the legislative history of section 326, which 

indicates that Congress expected the regulations implementing this section to be 

appropriately tailored for accounts opened in situations where the account holdL is not 

physically present at the financial institution and that the regulations should no! impose 

requirements that are burdensome, prohibitively expensive, or impractical. 
24 

Therefore, Treasury and the Agencies have included an exception in the final rule 

for credit card accounts only, which would allow a bank broader latitude to oblain some 

information from the customer opening a credit card account, and the remainilg 

· fi · r h. d h d. · · I m ormatwn rom at 1r party source, sue as a ere 1t reportmg agency, pnor to 

extending credit to a customer. Treasury and the Agencies recognize that thole practices 

have produced an efficient and effective means of extending credit with little lisk that the 

lender does not know the identity of the borrower. 

Treasury and the Agencies also received comments on the advisabili~ of 

requiring banks to collect the specific identifying infonnation (name, date of birth, 

address, and identification number), as would have been required under the Joposed 

rule. With respect to obtaining the customer's name, one commenter recomlended that 

based on Texas law and banks' experience, a bank should be required to objin the name 
. I 

under which the customer is doing business and the customer's legal name. The final 

rule continues to require that the bank obtain the customer's name, meaning llegal name 

that can be verified. As noted above, this is a minimum requirement, and a Jank may 

also need to obtain the name under which a person does business in order to ~establish a 

reasonable belief it knows the true identity of the customer. 

24 H .R. Rep. No. 107-250, pt. 1, at 63 (200 l ). 
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One trade association suggested that banks be permitted to make a risk-based 

determination before requiring a customer to provide date of birth because manl 

customers would prefer not to slnre this information. One commenter stated tJat date of 
I 

birth is not an important identifying characteristic and should be deleted. Another 

commenter stated that credit card issuers do not request this information becaule it can 

raise fair lending issue' Finally, a few commenters noted that standardized mlrtgage 

applications require age rather than date of birth and would have to be altered. 

The final rule provides that a bank must obtain the date of birth for a customer 

who is an individual. Treasury and the Agencies believe that date of birth is .l important 

identifying characteristic and can be used to provide a bank or law enforcemJt with an 

additional means to distinguish between customers with identical names. Holver, the 

required collection ard retention of information about a customer's date of bilh does not 

relieve the bank from its obligations to comply with anti-discrimination laws L 
regulations, such as the prohibition in the Equal Credit Opportunity Act againlt 

discrimination in any aspect of a credit transaction on the basis of age or othJ prohibited 

classification. Banks collecting date of birth from individual customers shoulb be able to 

take reasonable measures to convert this information into age for purposes of the forms 

used in the secondary mortgage market given the delayed compliance date fou the final 

rule. 

Many commenters criticized the requirement that a bank obtain both ~he 

customer's physical and mailing address, if different. Most commenters urgjd Treasury 

and the Agencies to eliminate the requirement that the customer provide a pjysical 

address. Some of these commenters stated that this requirement could interfL with the 

30 
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ability of certain segments of the population to obtain a bank account, such as members 
. I 

of the military, persons who reside in mobile homes with no fixed address, and truck 

drivers who do not have a physical address. Banks that offer credit card accolts and 

card issuers stated thatthe address requirement would be extremely burdensoL because 

they would have to change the manner in which they do business, imd in soml cases, 

credit card banks currently do not have the capacity to collect both addresses. Some of 

these commenters stated that new credit card customers are reluctant to give more than 

one address and, therefore, it would be difficuit to obtain this information frol 

customers. A trade association representing credit card banks asserted that Jstomers 

may have a legitimate reason for handling correspondence through post offici boxes and 

should not have to provide a physical address. This commenter asserted that requiring 

the customer to provide a physical address will discourage the provision of financial 

services to the unbanked and will prevent a victim of identity theft from usinl an 

alternative to an unsecured home mailbox. Another commenter noted that thl physical 

address of a customer's principal place of business may not be relevant if thl bank is 

working with a customer's local office. This commenter recommended that the rule 

simply permit the bank to obtain the customer's street address. Credit card l:Danks and 
I 

issuers urged Treasury and the Agencies to make the requirement that a bank obtain the 

customer's physical address optional. 

Section 326 of the Act requires Treasury and the Agencies to prescribe 

regulations that require financial institutions to implement "reasonable procldures." 

Accordingly, under the final rule, a bank will not be required to obtain marl than a single 

address for a customer. Nonetheless, Treasury and the Agencies believe Jat the 
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identification, verification, and recordkeeping provisions of the Act, taken together, 

should provide appropriate resources for law enforcement agencies to investigL money 

laundering and terrorist financing. The final rule therefore provides that a baJ generally 

must obtain a residential or business street address for a customer who is an Jividual 

because Treasury and the Agencies have determined that law enforcement agelcies 

should be able to contact an individual customer at a physical location, rather lhan solely 

through a mailing address. Treasury and the Agencies recognize that this pro~ision may 

be impracticable for members of the military who cannot readily provide a physical 
I 

address, and other individuals who do not rove a physical address but who reliably can be 

contacted. Accordingly, the final rule provides an exception under these circlmstances 

that allows a bank to obtain an Anny Post Office or Fleet Post Office box nulber, or the 

residential or business street address of next of kin or of another contact individual. For a 

customer other" than an individual, such as a corporation, partnership, or trust, the bank 

may obtain the address of the principal place of business, local office, or other physical 

location of the customer. Of course, a bank is free to obtain additional addrelses from the 

customer, such as the customer's mailing address, to meet its own or its custjmer's 

business needs. 

The proposal required that banks obtain an identification number from customers. 

For U.S. persons, a bank would have been required to obtain a U.S. taxpayer 

identification number. ·For non-U.S. persons, a bank would have been requTd to obtain 

a number from various alternative fotms of government- issued identification. 

One commenter stated that this requirement would not be burdensoJe. 

Commenters representing certain consumer advocacy groups commended Tleasury and 

32 0 
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the Agencies for providing banks with the discretion to accept alternative forms of 

identifying information from non-U.S. citizens. These commenters stated that this 

position would assist low- income immigrants in gaining financial stability. By contrast, 

some commenters stated that the final rule should not permit a bank to open J account 

for a customer using only a foreign identification number when the customer Jrovides a 

U.S. address. Other commenters asked for guidance on whether a bank is petitted to 

accept a number from the identification document issued by a foreign government. A 

few commenters urged the government to require a national identification dolmen! for 

all individuals. 

Other commenters, primarily credit card banks, stated that the requirement that a 

bank obtain a U.S. taxpayer identification number from U.S. persons would cl.ate 

considerable hardship. They stated that new credit card customers are reluctalt to give 

out their social security numbers, especially over the telephone. They urged bat banks 

be given the discretion to collect identifying information, other than social selurity 

numbers, when appropriate in light of consumer privacy and security conceJs. In the 

alternative, they recommended that banks be permitted to obtain a U.S. taxpter 

identification number for U.S. persons from a trusted thifd party source, sucJ as a credit 

reporting agency. 

Some commenters questioned what number to use for accounts opened in the 

name of a bowling league or class reunion, or to accept donations for a spe+l cause. 

Other commenters questioned what number could be obtained from foreign businesses 

and enterprises that have no taxpayer identification number or other govemLnt- issued 

documentation. 
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The final rule provides that a bank must obtain an "identification number" from 

every customer. As discussed above, under the definition of "customer," the ~nal rule 

permits a bank to obtain the identification number of the individual who opens an account 

in the name of an individual who lacks legal capacity, such as a minor, or a civic group, 

such as a bowling league. 

After reviewing the comments, Treasury and the Agencies h~ve determined that 

requiring a bank to obtain a customer's identification number, such as a social security 

number, from the customer himself or herself, in every case, including over tHe 

telephone, would be unreasonable and impracticable because it would be contary to 

banks' current practices and could alienate many potential customers. Accordingly, 

Treasury and the Agencies have adopted an exception for credit card accounJ that will 

permit a bank offering such accounts to acquire information about the custojer, 

including an identification number, from a trusted third party source prior to lxtending 
I 

credit to the customer, rather than having to obtain this information directly from the 

customer prior to opening an account. 

The final rule also provides that for a non-U.S. person, a bank must o~tain one or 

more of the following: a taxpayer identification number (social security nu,ber, 

individual taxpayer identification number, or employer identification number); passport 

number and country of issuance; alien identification card number; or numbJ and country 

of issuance of any other government- issued document evidencing nation a! iJ or residence 

and bearing a photograph or similar safeguard. This standard provides a bal with some 

flexibility to choose among a variety of identification numbers that it may aLept from a 
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non-U.S. person. 25 However, the identifying information the bank accepts must permit 

the bank to establish a reasonable belief that it knows the true idertity ofthe Jstomer. 

Treasury and the Agencies emphasize that the final rule neither endorsls nor 

prohibits bank acceptance of information from particular types of identificatiJ 

documents issued by foreign governments. A bank must decide for itself, b.Jd upon 

appropriate risk factors, including those discussed above (the types of accountl 

maintained by the bank, the various methods of opening accounts provided b1 the bank, 

the other types of identifying information available, and the bank's size, location, and 

customer base), whether the information presented by a customer is reliable. 

Treasury and the Agencies recognize that a foreign business or enterprise may not 

have a taxpayer identification number or any other number from a govemmJt-issued 

document evidencing nationality or residence and bearing a photograph or slilar 

safeguard. Therefore, the final rule notes that when opening an account for sLh a 

customer, the bank must request alternative government- issued docurnentatidn certifying 

the existence of the business or enterprise. 

The proposal also contained a limited exception to the requirement that a bank 

obtain a taxpayer identification number from a customer opening a new acco:unt. The 

exception permitted a bank to open an account for a person other than an indlividual (such 

as a corporation, pat1nership, or trust) that has applied for, but has not received, an 

employer identification number (EI'N), provided that the bank obtains a cop1 of the 

application before it opens the account and obtains the EIN within a reasona~le period of 

time after the account is established. The preamble for the proposed rule explained that 

25 The rule provides this flexibility because there is no uniform identification number that non-U.S. persons 
would be able to provide to a bank. ~Treasury Department, "A Report to Congress in Alccordance with i 
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this exception was included for a new business that might need access to banking 

services, particularly a bank account or an extension of credit, before it has recLved an 

EIN from the Internal Revenue Service. 

Some commenters questioned this limited exception for certain businesses. A 

few commenters suggested expanding the exception to include individuals whl have 

applied for, but have not yet received a taxpayer identification number. AnotJer 

commenter stated that the exception provided no added benefit and would add to a bank's 

recordkeeping and monitoring burden. 

Treasury and the Agencies have determined that a bank should be afforded more 

flexibility in situations where a person, including an individual, has applied f,r, but has 

not yet received, a taxpayer identification number. Therefore, the final rule states that 

· d f b · · ·d ·fi · b fi · I . mstea o o tammg a taxpayer 1 entl 1cat10n num er rom a customer pnor t0 openmg an 

account, the CIP may include procedures for opening an account for a custoler 

(including an individual) that has applied for, but has not received, a taxpayJ 

identification number26 To lessen the recordkeeping burden fur a bank that Lects to use 

this exception, the final rule also provides that the bank's CIP need only inclLe 

procedures requiring the bank to con finn that the application was filed beforl the 

customer opens the account and to obtain the taxpayer identification number within a 

reasonable period of time after the account is opened. Thus, a bank will be able to 

exercise its discretion" to detennine how to confinn that a customer has filer an 

Section 326(b) ofthe USA PATRlOT Act," October 21,2002. I 

26 This position is analogous to that in regulations issued by the Internal Revenue Service (IRS) concerning 
"awaiting-TIN [taxpayer identification number) certificates." The IRS permits a taxpayer! to furnish an 
"awaiting-TIN certificate" in lieu of a taxpayer identification number to exempt the taxpayer from the 
withholding of taxes owed on reportable payments (i.e., interest and dividends) on certain Jccounts. See 26 

CFR 31.3406(g)-3. 
27 For example, the bank may wish to examine a copy of the application filed. 
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application for a taxpayer identification number rather than having to keep a copy of the 

application on file. 

Section 103.121(b){2){ii) Customer Verification. The proposed rule provided that 

the CIP must contain risk-based procedures for verifYing the infonnation that t bank 

obtains in accordance with § I 03.121 (b )(2 )( i), within a reasonable period of tle after the 

account is opened. 28 The proposed rule also described when a bank is requireh to verity 

the identity of existing customers. 

Several commenters asked Treasury and the Agencies to underscore tHat these 

verification procedures may be risk-based by noting that a bank may verity 1Js than all 

of the identifYing information provided by the customer. Many commenters lnted that 

there is currently no reliable, efficient, or effective means of verifYing a custoler's social 

security number. Some of these commenters asked the government to establilh a method 

that would permit banks to establish the authenticity and accuracy of a custoler's name 

and taxpayer identification number. 

Treasury and the Agercies recognize that there currently is no method that would 

permit a bank to verify, for example, a taxpayer identification, passport or aliL 

identification number through an official source. Accordingly, the final rule ~rovides that 

a bank's CIP must contain procedures for verifYing the identity of the custoJer, "using 

the information obtained in accordance with paragraph (b)(2)(i)," namely, thi identifYing 

information obtained by the .bank. Thus, a bank need not establish the accurjcy of every 

28 The preamble for the proposed rule noted that, although an account may be opened, it is common 
practice among banks to place limits on the account, such as by restricting the number oftdnsactions or the 
dollar value of transactions, until a customer's identity is verified. Therefore, the proposed ~egulation · 
provided the bank with the flexibility to use a risk-based approach to determine how soon identity must be 

verified. 
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element of identifying information obtained but must do so for enough information to 

form a reasonable belief it knows the true identity of the customer. 

Some commenters stated that they appreciated the flexibility of the pryosal 

permitting an institution to determine how soon identity must be verified. OtHer 

commenters asked Treasury an(,i the Agencies to clarify what is a "reasonable period of 

time." As stated in the preamble for the proposal, Treasury and the Agencies believe that 

the amount of time it will take an institution to verify a customer's identity may depend 

upon various factors, such as the type of account opened, whether the customL is 
I 

physically present when the account is opened, and the type of identifying information 
. I 

available. For the same reasons, the final rule provides banks with the flexibility 

necessary to accommodate a wide range of situations by stating that the bank must verify 

the identifying information within a reasonable time after the account is opened. 
29 

I 

As discussed above in the definition section, many commenters criticized the 

proposed approach regarding verification of existing customers that open net accounts. 

The final rule addresses these concerns by modifying the definition of "customer" to 

exclude a person who has an existing account with the bank if the bank has j reasonable 

belief that it knows the true identity of the person. 

Many commenters urged that the final rule continue to allow, but not mandate, 

documentary verification. A few commenters requested that the final rule provide 

additional guidance on verification. Some commenters asked that the final Le clarify 

that a bank may choose to use only documentary methods and may refuse to open an 

29 It is possible that a bank would, however, violate other laws by permitting a customer to ~transact 
business prior to verifying the customer's identity. See. e.g, 31 CFR part 500 (regulations of Treasury's 
Office of Foreign Asset Control (OF A C) prohibiting transactions involving designated foreign countries or 

their nationals). 
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account using other methods. 

The final rule addresses these corrtmerits by stating that a bank's CIP's 

verification procedures must describe when the bank will use documents, nol 

documentary methods, or a combination of both methods to verify a customer[' identity. 

Section /0 3 .I 21 lb) (l} (ii) CAJ Veri (ication Through Documents. The prposed rule 

provided that the CIP must contain procedures describing when the bank will iVerify 

identity through documents and setting forth the documents that the bank will use for this 

purpose. It then gave examples of documents that could be used to verify the identity of 

individuals and other persons such as corporations, partnerships, and trusts. 

Most commenters noted that banks do not have the means to authentirte or 

validate documents provided by their customers and urged Treasury and the Agencies to 

clarify that document authentication is not a C!P requirement. Treasury and l. Agencies 

wish to confinn that once a bank has obtained and verified the identity of the customer 

through a document such as a driver's license or passport, the bank will not i required to 

take steps to determine whether the document has been validly issued. A barik generally 

may rely on government- issued identification as verification of a customer's identity; 

however, if a document shows obvious indications of fraud, the bank must consider that 

factor in detennining whether it can form a reasonable belief that it knows thl customer's 

true identity. 

Some commenters also asked that Treasury and the Agencies providi more 

examples and discuss appropriate types of documentary identification in the final rule or 

in separate guidance that banks may easily access. Conunenters asked whetLr a utility 

bill, or library card addressed to. the same physical address and name of the jerson 
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seeking the account, or a foreign identification card, such as a foreign voter registration 

card or driver's license, would be acceptable. Some commenters questioned lhether 

copies of documents would suffice. 

Given the recent increases in identity theft and the availability of fraudulent 

documents, Treasury and the Agencies agree with a commenter who suggesteb that the 

value of documentary verification is enhanced by redundancy. The rule giv.J examples 

of types of documents that are cons ide red reliable. However, a bank is encolraged to 

obtain more than one type of documentary verification to ensure that it has a leasonable 

belief that it knows the customer's true identity. Moreover, banks are encourlged to use 

. I 

a variety of methods to verify the identity of a customer, especially when the bank does 

not have the ability to examine original documents. 

The final rule attempts to strike the appropriate balance between the ~enefits of 

requiring additional documentary verification and the burdens that may arise lfrom such a 

requirement by providing that a bank's CIP must state the documents that a b~nk will use. 

This will require each bank to conduct its own risk-based analysis of the types of 

documents it believes will enable it to know the true identity of its customers! 

The final rule continues to provide an illustrative list of identification documents. 

For an individual, these may include an unexpired government- issued identification 

evidencing nationality or residence and bearing a photograph or similar safeJuard, such 

as a driver's license or passport. For a person other than an individual, these may include 

documents showing the existence of the entity, such as certified articles of incorporation, 

· · db · 1· h' . . I a govemment-tssue usmess tcense, a partners tp agreement, or a trust mstrument. 

Some commenters questioned whether the examples of identification documents 
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given for persons other than individuals would be reliable. One commenter questioned 

whether trust documents alone would be sufficient verification of identity. ALber 

commenter suggested allowing banks to rely on a certification by the trustee, L an 

appropriate legal opinion, rather than the trust instrument to verify the existenL of a 

trust. Someone else suggested that banks should be allowed to rely on documt.tation 

consisting of evidence that a business is either publicly traded or is authoriz.J to do · 

business in a state or the United States. 

The examples provided in the final rule were intended only to illustrate the 

documents a bank might use to verify the identity of a customer that is a corpLation, 

partnership, or trust. A bank may use other documents, provided that they alllw the bank 

to establish that it has a reasonable belief that it knows the true identity of its lustomer. 

Accordingly, the final rule makes no significant changes to the examples. 

Section 103.121 {b)(2)(ii)(B) Non- Documentary Verification. Recognizing that 

. I 
some accounts are opened by telephone, by mail, and over the Internet, the prposed rule 

provided that a bank's CIP also must contain procedures describing what nolil-

documentary methods the bank will use to verifY identity and when the bank will use 

these methods (whether in addition to, or instead of, relying on documents). ~he 

preamble for the proposed rule also noted that even if the customer presents Jdentification 

documents, it may be appropriate to use non-documentary methods as well. 

The proposed rule gave examples of non-documentary verification methods that a 

bank may use, including contacting a customer after the account is opened; Jbtaining a 

financial statement; comparing the identifying information provided by the ,ustomer 

against fraud and bad check databases to determine whether any of the infonmation is 

41 



0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 

Q Q 

. . . 
associated with known incidents of frauduient behaVior (negative verification); 

comparing the identifying information with information available from a trustr third 

party source, such as a credit report from a consumer reporting agency (positir 

verification); and checking references with other financial institutions. The preamble for 
I 

the proposed rule stated that a bank also may wish to analyze whether there is logical 

consistency between the identifying information provided, such as the customL's name, 

street address, ZIP code, telephone number, date of birth, and social security Lmber 

(logical verification). 

The proposal required that the procedures address situations where an individual, 

such as an elderly person, legitimately is unable to present an unexpired government-
! 

issued identification document that bears a photograph or similar safeguard; the bank is 

not familiar with the documents presented; the account is opened without oblining 

documents; the account is not opened in a face- to-face transaction, for exam Jle over the 

phone, by mail, or through the Internet; and the type of account increases the risk that the 

bank will not be able to verify the true identity of the customer through documents. 

Several commenters asked for additional guidance regarding when Jn
documentary verification methods should be used in addition to document4 verification 

methods and the circumstances in which only one or all of the non-documentary 

verification methods listed are necessary. Commenters also asked for guidaLe on audit 

methodology, and an explanation of the due diligence required for verificatit of 
. I 

accounts opened by telephone, mail, and through the Internet. A few commenters 

suggested that reference to verification, where a bank compares infonnation provided by 
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the customer with information from trusted third party sources, be expressly mentioned in 

the final rule. 

As the large number of comments on this section illustrates, a rule that attempted 

to address every scenario and combination of risk-factors that a bank might confront 

would be extremely complex and invariably would fail to address many situatlons. 

Rather than adopt a lengthy and potentially unwieldy rule that still would not lddress 

every situation, Treasury and the Agencies have concluded that it would be mfre 

effective to adopt general principles that are fleshed out through examples. Therefore, 

the final rule states that for a bank relying on non-documentary verification +thods, the 

CIP must contain procedures that describe the non-documentary methods the bank will 

use. 

The fmal rule generally retains the illustrative list of non-documental methods 

contained in the proposal. Treasury and the Agencies have clarified that one method is 

,; independently verifying the customer's identity through the comparison of ilformation 

·d d b h . . · h · .c· · b · d ~ .I prov1 e y t e customer w1t m1ormatwn o tame 1rom a consumer reportmg agency, 

public database, or other source," rather than verifying "documentary infonntion' 

through such sources. 

The final rule also retains the variety of situations that the procedures must 

address that were identified in tre proposal, with the fallowing two changes. First, 

because "transaction" is a defined term in 31 CFR part 103, instead of using the term 

"face-to- face transaction," the final rule states that the procedures must addls the 

. . h 'h . . lh b k SituatiOn w ere a customer opens an account wtt out appeanng m person at t e an . 

Second, the final clause of this provision provides that the CIP must include procedures 
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to address situations where the bank is otherwise presented with circumstances that 

increase the risk that the bank will be unable to verify the true identity of a cjtomer 

through documents .. This clause acknowledges that there may be circumstancls beyond 

those specifically described in this provision when a bank should use no~rdoLmentary 
verification procedures. 

As stated in the preamble for the proposed rule, because identification documents 

may be obtained illegally and may be fraudulent, and in light of the recent increase in 

identity theft, Treasury and the Agencies encourage banks to use no~rdocumlntary 
methods even when the customer has provided identification documents. 

Section 103.121 (b){2)(ii)(C) Additional Verification (or Certain Cust@mers. As 

described above, the proposed rule required the identification and verificatiJ of each 

signatory for an account .. Most commenters objeCted to this requirement as dverly 

burdensome, and, upon consideration of the points raised by the commentersl Treasury 

and the Agencies agree that it is appropriate to delete it. For the reasons discrssed below, 

however, the rule does require that a bank's CIP address the circumstances in which it 

will obtain infonnation about such individuals in order to verify the customJ,s identity. 

Treasury and the Agencies believe that while the majority of customers may be verified 

adequately through the documentary or no~rdocumentary verification methors described 

in paragraphs (b )(2)(ii)(A) and (B), there may be instances where this is not possible. 

The risk that the bank will not know the customer's true identity may be heilhtened for 

certain types of accounts, such as an account opened in the name of a corpottion, 

partnership, or trust that is created or conducts substantial business in a juristliction that 
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has been designated by the United States as a primary money laundering concern or has 

been designated as non-cooperative by an international body. 

Obtaining sufficient information to verify a customer's identity can reduce the 

risk that a bank will be used as a conduit for money laundering and terrorist filancing. 

Treasury and the Agencies believe that a bank must identify customers that plse a 

heightened risk of not being properly identified, and a bank's C!P must presjibe 

additional measures that may be used to obtain information about the identity of the 

individuals associated with the entity in whose name such an account is opene:d when 

standard documentary and non-documentary methods prove to be insufficieJ 

For these reasons, the requirement to verify the identity of signataries has been 

replaced by a new provision in the final rule that requires that a bank's CIP aadress 

situations where, based on the bank's risk assessment of a new account opeJd by a 

customer that is not an individual, the bank also will obtain information aboJ individuals 

with authority or control over stch account, including signatories, in order to verify the 

customer's identity. This additional verification method will only apply when the bank 

cannot adequately verify the customer's identity using the documentary and non-

documentary verification methods described in (b)(2)(ii)(A) and (B). More,ver, a bank 

need not undertake any additional verification if it chooses not to open an account when 

it cannot verify the customer's identity using standard documentary and nal 

documentary verification methods. 

Section 103.121 {b)(2){iii) Lack of Verification. The proposed rule stated that a 

bank's CIP must include procedures for responding to circumstances in whilh the bank 

cannot form a reasonable belief that it knows the true identity of a customer. The 
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preamble for the proposed rule listed what these procedures should include. In addition, 

the proposal stated that a bank should only maintain ~n account for a customJ when it 

can form a reasonable belief that it knows the customer's true identity. 
30 

The final rule retains the general requirement that a bank's CIP include 

procedures for responding to circumstances in which the bank cannot form a leasonable 

belief that it knows the true identity of the customer. However, the rule text iLlf now 

states that ti-e procedures should describe the following: when a bank should Lt open an 

account for a potential customer; the terms under which a customer may use ln account 

while the bank attempts to verify the customer's identity; when the bank shJid close an 

account after attempts to verify a customer's identity have failed; and when tJe bank 

should file a Suspicious Activity Report in accordance with applicable law Jd 

regulation. 

. One commenter stated that requiring a bank to close an account if it cannot verify 

a customer's identity would conflict with state laws and would subject the bal to legal 

liability. The commenter urged that if this provision is retained, the final rule also should 

shield banks from state regulatory and borrower liability in these circums tan<::es. Other 

commenters asked that Treasury and the Agencies clarify that further investilation that 

results in failure to open an account will not trigger adverse action requiremjnts under the 

FCRA, 15 U.S.C. 1681 et seq. or the Equal Credit Opportunity Act (ECOA), 15 U.S.C. 

1691 et seq. 

30 The preamble also explained that there are some exceptions to this basic rule. For example, a bank may 
maintain an account at the direction of a law enforcement or intelligence agency, even though the bank 
does not know the true identity of the customer. 
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The final rule does not specifically require a bank to close the account of a 

customer whose identity the bank cannot verify, but instead leaves this deternLation to 

the discretion of the bank. Treasury and the Agenc ies have detennined that th~re is no 

statutory basis to create a safe harbor that would shield banks from state regulatory or 

borrower liability if a bank shouid choose to close a customer~s account. Any such 

closure should b'e consistent with the bank's existing procedures for closing a~counts in 

accordance with its risk management practices. Treasury and the Agencies at note that 
I 

a bank must comply with other applicable laws and regulations, such as the adverse 

action provisions under ECOA and the FCRA, when determining not to open an account 

because it cannot establish a reasonable belief that it knows the true identity of the 

customer. 31 

Section 103.121 (b)(3) Recordkeeping. 

Section 1 03.121 {b) (3 )(i 1 Required Records. The proposed rule set for 

recordkeeping procedures that must be included in a bank's CIP. Under the wroposal, a 

bank would have been required to maintain a record of the identifying infojation 

provided by the customer. Where a bank relies upon a document to verify i~lntity, the 

proposal would have required the bank to maintain a copy of the document that the bank 

relied on that clearly evidences the type of document and any identifying Jonnation it 

may contain. The bank also would have been required to record the method! and result 

of any additional measures undertaken to verify the identity of the customer. Last, the 

31 See 12 CFR 202.9(b) (Federal Reserve Regulation B that prescribes the form of ECOA notice and 
statement of specific reasons); 15 U.S.C. 1681 m (FCRA provision that provides for duties br users taking 
adverse actions on the basis of information contained in consumer reports from other third parties or 

affiliates). 
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bank would have been required to record the resolution of any discrepancy in the 

identifying infonnation obtained. 

This section of the proposed rule prompted the most comment. Though one 

commenter felt that the recordkeeping requirements in the proposed rule wej weak, 

almost all other commenters identified the proposed documentation and recold retention 

requirements as overly burdensome. Commenters urged Treasury and the Agencies to 

I 

permit a bank to record the information from the documents obtained rather than 

requiring banks to maintain copies of these documents for the life of the acc,unt. 

Commenters generally argued that it would be difficult and very burdensome to store and 

retrieve copies of documents used to verify the identity of the customer. In jddition, 

some commenters noted that many kinds of identification documents, particllarly some 

new driver's licenses, have security features that prevent them from being c1pied legibly. 

Other commenters stated that copies of documents would be difficult to safeguard and 

could facilitate identity theft. 

Commenters stated that requiring banks to keep copies of documents would 

substantially deviate from current banking practice and would violate certain states' laws. 

Banks offering credit card accounts through retailers, who require the custoler to 

provide identifying documents at the point of sale, strenuously opposed this rquirernent 

if it were interpreted to cover documents presented to the merchant. These lcommenters 

stated that copy machines are not usually available at the point of sale, and that the rule as 

proposed would require merchants to purchase large numbers of additional LPY 

machines. The commenters also anticipated that consumers would be greatll 

inconvenienced by this requirement and might have to endure lengthy waits during any 
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busy shopping season. These commenters questioned whether the risks of money

laundering and the financing of terrorism through retail store credit cards, wh+ . 

generally have relatively low credit limits, restrictions on pre-payment, and other features 

to detect fraud, warrant the imposition of these additional costs. 

Other commenters stated that requiring banks to keep copies of documents that 

have pictures, such as driver's licenses, could expose the bank to allegations jf unlawful 

discrimination, even if the retention ofthis infonnation were not prohibited ulder ECOA. 

Some banks objected to this requirement on the grounds that it directly conflilted with 

the position that the Agencies have traditionally taken on this issue, including the 

criticism of banks that have retained such information in their files when extending 

credit. 

. Other commenters asked that a bank be permitted to record the processes and 

procedures generally used for verification rather than being required to keep lecords of 
. I 

the methods used and the resolution for each and every account, especially wrere the 

bank uses standardized procedures for all customers and could demonstrate that these 

procedures were applied. Some commenters suggested that the final rule peLit banks to 

use a risk-based approach for recordkeeping. 

In light of the comments received, Treasury and the Agencies have reconsidered 
I 

and modified the recordkeeping requirements of the proposed rule. The final rule 

provides that a bank's CIP must include procedures for making and maintaJing a record 

. of all information obtained under the procedures implementing the requiremlnt that a 
. I 

bank develop and implement a CIP. However, the final rule affords banks significantly 

more flexibility than did the recordkeeping provisions contained in the propLal. Under 
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the final rule, a bank's records are to include "a description," rather than a cowy, of any 

document upon which the bank relied in order to verify the identity of the cuslomer, 

noting the type of document, any identification number contained in the docuLnt, the 

place of issuance, and, if any, the date of issuance and expiration date. The Jnal rule also 

ciari fies that the record must inc! ude "a description" of the methods and resu 1ls of any 

measures undertaken to verify the identity of the customer, and of the resoluti

1
ln of any 

"substantive" discrepancy discovered when verifying the identifying informa ion 

· obtained, rather than any documents generated in connection with these measlres. 

As Treasury and the Agencies indicated in the preamble for the propolal, nothing 

in the rule modifies, limits, or supersedes section 101 of the Electronic SignaLres in 

Global and National Commerce Act, Pub. L. 106-229, 114 Stat. 464 (15 U.slc. 7001) (E

Sign Act). Thus, a bank may use electronic records to satisfy the requiremJts of this . 
I 

final rule, as long as the records are accurate and remain accessible in accordance with 31 

CFR 103.38(d) . 

Section 103.121 (b)(3){ii) Retention of Records. 

The proposal required a bank to retain all of the records specified in the 

recordkeeping provision for five years after the date the account is closed. 

This requirement prompted strenuous objections. Assuming that cor:1ies of the 

documents used to verify the identity of the customer would have to be retailed, 

commenters asserted that retaining records until five years after the account is closed 

would be very burdensome. Some commenters noted that imaging is not a rutine 

practice for community banks and could be costly. Banks offering credit card accounts 

stated that the record retention requirement would require a change in fonnJ, processes, 
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and systems, while also increasing storage costs. As credit cards do not have a specific 

term, commenters noted that banks would be required to keep these records flrever, 

unless they are culled manually. Some commenters suggested that the retentL period be 

shortened, with suggestions ranging from one to three years after the account is closed, 

whiie other commenters suggested that the period be shortened to five years from when 

the account is opened. Many commenters stated that two years from when thi 

information is obtained rould be consistent with other regulatory requiremen~s, such as 

the record retention requirements for an application for an extension of credit subject to 

ECOA (12 CFR 202.12(b)). 

By eliminating the requirement that a bank retain copies of the documents used to 

verify the identity of the customer, Treasury and the Agencies believe that thi final rule 

largely addresses the main concern of these commenters. However, Treasui and the 

Agencies also have determined that, while the identifying information provi,ed by the 

customer should be retained, there is little value in requiring banks to retain the 

remaining records for five years after an account is closed because this infolation is 

likely to have become stale. Therefore, the final rule now prescr!Jes a bifu+ted record 

retention schedule that is consistent with the general five-year retention requirement in 31 

CFR 103.38. First, the bank must retain the information referenced in paraglaph 

I 
(b)(3)(i)(A) (that is, information obtained about a customer), for five years after the date 

. . . I 
the account is closed or, in the case of credit card accounts, five years after the account is 

I 
closed or becomes dormant. Second, the bank need only retain the records that it must 

make and maintain under the remaining parts of the recordkeeping provisioJ paragraphs 

51 
0 
G------ ---···-·--·-·---- .. --· .... - .. --f--~· .... --··-·---------·1 



0 
0 
0 
0 

0' 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 0 

(b)(3)(i)(B), (C), and (D) (that is, information that verifies a customer's identity) for five 

years after the record is made. 

Section 103.12l(b)(4) Comparison with Government Lists. The proposed rule 

required a bank to have procedures for determining whether the customer appLs on any 

list of known or suspected terrorists or terrorist organizations provided to the lank by any 

Federal government agency. In addition, the proposal stated that the procedules must 

ensure that the bank follows all Federal directives issued in connection with slch lists. 

Most commenters were concerned about how a bank would be able to determine 

what lists should be checked for purposes of this provision and how these lists would be 

made available. Some commenters asked that the final rule confirm that a balk will not 

have an affirmative duty to seek out all lists compiled by the Federal govemlent and 

would only be required to check lists provided to it by the Federal govemm.lt. Some 

commenters noted that lists published by OFAC are published but are not prlided to 

financial institutions. 32 Many commenters urged that all lists within the meling of 

section 326 of the Act, be centralized, issued by a single designated govejent agency, 

and provided to financial institutions in a commonly used electronic format. Some of 

these commenters suggested that instead of providing multiple lists, the government set 

up a single website that would pennit a bank to search for a name alphabetitlly, similar 

to the OFAC list. Other commenters asked Treasury and the Agencies to clarify what 

action a bank should take when a customer appears on a list. 

32 Nevertheless, the legislative history for this provision indicates that the lists Congress iptended financial 
institutions to consult "are those already supplied to financial institutions by the Office of ~oreign Asset 
Control (OF AC), and occasionally by law enforcement and regulatory authorities, as in the days 
immediately following the September 11,2001, attacks on the World Trade Center and the Pentagon." H.R. 

Rep. No. 107-250, pt. 1, at 63 (2001). 
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Commenters also asked for guidance regarding the timing of when the 

comparison must be performed and asked whether the lists could be checked lfter an 

institution to check lists prior to opening an account. 

The final rule states that a bank's CIP must include procedures for de ·ermining 

whether the customer appears on any list of known or suspected terrorists or !errorist 

organizations issued by any Federal government agency and designated as sJh by 

Treasury in consultation with the Federal functional regulators. Because TreLury and 

the Federal functional regulators have not yet designated any such lists, the fir/ al rule 

cannot be more specific with respect to the lists banks must check in order to comply 

with this provision. However, banks will not have an affirmative duty undeu this 

regulation to seek out all lists of known or suspected terrorists or terrorist orlanizations 

compiled by the Federal government. Instead, banks will receive notificatioJ by way of 

I 
separate guidance regarding the lists that must be consulted for purposes of this 

provision. 

Treasury and the Agencies have modified this provision to give guidance as to 

when a bank must consult a list of known or suspected terrorists or terrorist 

organizations. The final rule states that the CIP's procedures must require tHe bank to 

make a determination regarding whether a customer appears on a list "withi1 a 

reasonable period of time" after the account is opened, or earlier if required by another 

F edera I law or regulation or by a Federal directive issued in connection wi tJ the 

applicable list. 

0 
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The final rule provides that a bank's CIP must contain procedures requiring the 

bank to follow all Federal directives issued in comtection with such lists. Agln, because 

there are no lists that have been designated under this provision as yet, the fint rule 

cmmot provide more guidance in this area. 

Section J03.12l{b)(5) Customer Notice. The proposed rule would have required a 

bank's CIP to include procedures for providing bank customers with adequaJ notice that 
. I 

the bank is requesting information to verify their identity. The preamble for the proposal 

stated that a bank could satisfy that notice requirement by generally notifyinJ its 

customers about the procedures the bank must comply with to verify their idlntities. It 

stated that the bank could post a notice in its lobby or on its Internet website, or provide 

customers with any other form of written or oral notice. 

Treasury and the Agencies received a large number of comments on this 

provision. Some commenters did not agree that section 326 of the Act requiL notice to 

bank customers. Some of these commenters suggested that a bank's request for 

identifying information should be considered adequate notice. Other commenters did not 

question this requirement and stated that they appreciated the flexibility ofttis provision. 

However, a great many commenters asked for additional guidance on the content and 

timing of the notice and specifically requested that the final rule provide mddellanguage 

so that all institutions represent the requirements of section 326 in the same manner and 

the adequacy of notice is not left to the interpretation of individual examiners. 

Section 326 provides that the regulations issued "shall, at a minimu1, require 

r. ·1· · · · 1 d crt b. · d I ·) manc1a mst1tut10ns to 1mp ement, an customers a er emg g1ven a equre not1ce to 

comply with reasonable procedures" that satisfy the statute. Based upon this statutory 
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requirement, the final rule requires a bank's CIP to inc Jude procedures for providing bank 

I 

customers with adequate notice that the bank is requesting information to verify their 

identities. However, the final rule provides additional guidance regarding Jat 

constitutes adequate notice and the timing of the notice requirement. 

The final rule states that notice is adequate if the bank generally describes the 

identification requirements of the final rule and provides notice in a manner rl.sonably 

designed to ensure that a customer views the notice, or is otherwise given note, before 

opening an account. The final rule also states that depending upon the mannlr in which 

an account is opened, a bank may post a notice in the lobby or on its website, include the 

notice on its account applications, or use any other furm of oral or written notice. In 

I 

addition, the final rule includes sample language that, if appropriate, will be deemed 

adequate notice to a bank's customers when provided in accordance with the 

requirements of this final rule. 

Section 103.121 (b)(6) Reliance on Another Financial Institution. Many 

commenters urged that the final rule permit a bank to rely on a third party to ~erfonn 
I 

elements of the bank's CIP. For example, some commenters asked that the final rule 

clarify that a bank may use a third party service provider to perform tasks aJ keep 

records.· Other commenters recommended that the rule should permit a third party to 

verify the identity of the bank's customer in indirect lending arrangements, f<Dr example, 
. I 

where a car dealer acting as agent of the bank extends a loan to a customer orr where a 

mortgage broker acts on a bank's behalf. Some commenters urged that the dnal rule be 

modified to more broadly permit financial institutions to share customer idenfification 

and verification duties with other financial institutions so as to avoid each institution 
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having to undertake duplicative customer identification efforts. Some of these 

commenters suggested that a bank be permitted to allocate its responsibility J verifY the 

customer's identity by contract with another financial institution as permitted in the 

proposed rule for broker-dealers. 

Other commenters requested that the final rule permit the CJP obligatirns to be 

performed initially by only one financial institution if a customer has differen~ accounts 

with different affiliates. These commenters noted that it is common for a customer to 

maintain several different accounts with a financial institution and its affiliatt. The 

same customer, for example, may have a credit card account with one affiliate, a home 

mortgage with another affiliate, and a brokerage account with a broker-dealej affiliate. 

The commenters urged that a bank be permitted to rely on customer identification and 

verification performed by an affiliate because it would be superfluous and un~ecessarily 
burdensome to subject the same customer to substantially similar customer identification 

and verification procedures on multiple occasions. Furthermore, those comlenters urged 

Treasury and the Agencies to allow a bank to rely on an affiliate in order to rLuce the 

substantial costs of maintaining duplicative records regarding identity verificltion under 

the recordkeeping provisions of the rule. 

Treasury and the Agencies recognize that there may be circumstancel where a 

bank should be able to rely on the performance by another financial institution of some or 

all of the elements of the bank's CIP. Therefore, the final rule provides that l bank's CIP 

may include procedures specifYing when the bank will rely on the performale by 

I 

another financial institution (including an affiliate) of any procedures of the bank's CIP 

and thereby satisfY the bank's obi i gations under the rule. ReI iance is permijed if a 

56 

-o-----~ 



0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 0 

customer of the bank is opening, or has opened, an account or has establisheo a similar 

banking or business relationship with the other financial institution to providl or engage 

in services, dealings, or other financial transactions. 

In order for a bank to rely on the other financial institution, such reliance must be 

reasonable under the circumstances, and the other financial institution must J. subject to 

a rule imp! em en tin g the anti-money laundering coi:np I iance program requiretents of 31 

U.S.C. 5318(h) and be regulated by a Federal functional regulator. The other financial 

. . . I . . . . "fy II hi b k h . mstttut10n a so must enter mto a contract requmng It to certi annua y to t e an t at It 

has implemented its ant~ money laundering program and that it will perform (or its agent 

will perform) the specified requirements of the bank's CIP. The contract andl certification 

I 

will provide a standard means for a bank to demonstrate the extent to which iit is relying 

on another institution to perform its CIP, and that the institution has in fact jgreed to 

perform those functions. If it is not clear from these documents, a bank muJ be able to 

otherwise demonstrate when it is relying on another institution to perform ij CIP with 

respect to a particular customer. 

The bank will not be held responsible for the failure of the other financial 

. I 

institution to adequately fulfill the bank's CIP responsibilities, provided the bank can 

establish that its reliance was reasonable and that it has obtained the requisiti contracts 
. I 

and certifications. Treasury and the Agencies emphasize that the bank and the other 

financial institution upon which it relies must satisfy all of these conditions Jet forth in 

the rule. If they do not, then the bank remains solely responsible for applyin~ its own 

CIP to each customer in accordance with this regulation. 

0 
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All of the Federal functional regulators are adopting comparable provisions in 

their respective regulations to pennit such reliance. Furthermore, the Federal functional 

regulators expect to share information and to cooperate with each other to determine 

whether the institutions subject to their jurisdiction are in compliance with thl conditiOns 

of the reliance provision of this final rule. 

The final rule issued here does not affect a bank's authority to contract for 

services to be perfonned by a third party either on or offtte bank's premises! Thus, for 

example, a bank may contract with a third party service provider to keep its J~cords even 

when the bank does not act under the reliance provision set forth in the regulation. 

I 

However, Treasury and the Agencies note that the performance of these services for 

Federally regulated banks33 will be subject to regulation and examination by the Agencies 

under other applicable laws and regulations. See,~, 12 U.S.C. 1867 . 

The final rule also does not alter a bank's authority to use an agent to perfonn 

services on its behalf. Therefore, a bank is pennitted to arrange for a car dealer or 

mortgage broker, acting as its agent in connection with a loan, to verify the tntity of its 

customer. However, as with any other responsibility perfonned by an agent, and in 

contrast to the reliance provision in the rule, the bank ultimately is responsil:lle for that 

agent's compliance with the requirements of this final rule. 

Section I 03.121 (c) Exemptions. The proposed rule provided that the appropriate 

Federal functional regulator, with the concurrence of Treasury, may by ordJ or 

regulation exempt any bank or type of account from the requirements of thij section. The 

33 Because it lacks the specific statutory authority to regulate and examine service providers, NCUA, as a 
matter of safety and soundness, will require credit unions to document that their service prdviders fully 
comply with this regulation and with the credit union's customer identification program. 
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proposal stated that, in issuing such exemptions, the Federal functional regulator and 

Treasury shall consider whether the exemption is consistent with the purpo,J of the 

BSA, consistent with safe and sound banking, and in the public interest. The proposal 

stated that the Federal functional regulator and Treasury also may consider other 

necessary and appropriate factors. 

There were a number of comments suggesting that various types of aacounts be 

exempted from the final rule. For example, several commenters suggested tJat accounts 

of Federal, state, and local governmental entities, public companies, and corrrspondent 

banks be exempted from the final rule. One commenter suggested that student loan 

programs be exempted from the rule because current safeguards are sufficiJ to verifY 

the identity of student loan borrowers. Another commenter suggested that slall trust 
. . I 

companies and limited purpose banks that provide trust services be exempted from the 

rule, because such entities are more local in operation, would be burdened bJ the rule, 

and have fewer employees to ensure compliance. Yet another commenter ,Jggested that 

the NCUA exempt credit unions from the CIP requirements. 

Any suggested exemptions that Treasury and the Agencies have determined to be 

appropriate are incorporated into the definitions of "account" and "customJ" Jbr the 

reasons described above. The exemption provision of the final rule isesseJally adopted 
I 

as proposed with respect to banks that have a Federal functional regulator. !Because the 

final rule will also apply to certain banks that do not have a Federal functionll regulator, 

a new provision has been added to make clear that Treasury alone will makj all 

determinations regarding exemptions for these institutions. 
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Section I 03.121 (d) Other Information Requirements Unaffected. The proposal 

provided that nothing in § I 03.121 shall be construed to rei ieve a bank of its lbligations 

b · ·f · · · C' • • • • h I · too tam, ven y, or mamtam mtormatiOn m connectiOn w1t an account or transaction 
. I 

that is required by another provision in part 103. For example, if an account is opened 

with a deposit of more than $1 0, 000 in cash, the bank opening the account mLt comply 

with the customer identification requirements in§ 103.121, as well as with tJe provisions 

of§ 103.22, which require that certain information concerning the transactiot be reported 

by filing a Currency Transaction Report (CTR). There were no comments on this 

provision. Therefore, Treasury and the Agencies have adopted this provisiJ generally as 

proposed, except that it has been clarified to provide that nothing in § I 03.1 J I should be 

construed to relieve a bank of any of its obligations, including its obligations to obtain, 

verify, or maintain information in connection with an account or transaction hat is 

required by another provision in part 103. 

lll. Conforming Amendments to 31 CFR 103.34 

Section 103.34(a) sets forth customer identification requirements when certain 

types of deposit accounts are opened. Together with the proposed rule impljmenting 

section 326, Treasury, on its own authority, proposed deleting 31 CFR 103 .314( a) for the 

following reasons. 

First, the preamble for the proposal explained that Treasury regards the 

requirements of §§ I 03 .34( a)( I) and (2) as inconsistent with the intent and plrpose of 

section 3 26 of the Act and incompatible with proposed section I 03.121. Gelerall y 

§§ 103.34(a)(l) and (2) require a bank, within 30 days after certain deposit lcounts are 

opened, to secure and maintain a record of the taxpayer identification numbL of the 
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customer involved. If the bank is unable to obtain the taxpayer identification number 

within 30 days (or a longer time if the person has applied for a taxpayer idenuification 

number), it need take no further action under§ 103.34 concerning the accounl if it 

maintains a Jist of the names, addreSSeS, and account numbers Of the persons rOT which it 

was unable to secure taxpayer identification numbers, and provides that inforation to 

Treasury upon request. In the case of a non-resident alien, the bank is required to record 

the person's passport number or a description of some other government doclment used 

to determine identification. These requirements conflicted with those in pro~osed 
§ 103.121 which required a bank to obtain the name, address, date of birth .ld an 

identification number from any person seeking to open a new account. 

Second, § 1 03.34(a)(3) currently provides that a bank need not obtain a taxpayer 

identification number with respect to specified categories of persons 34 openilg certain 

deposit aCcounts. Proposed § 103.121 did not exempt any persons from the f!P 

requirements. Treasury requested comment on whether any of the exemptions in 

§ 103 .34( a )(3) should apply in light of the intent and purpose of section 3 261of the Act 

and the requirements of proposed § 103.121. 

34 The exemption applies to (i) agencies and instrumentalities of Federal, State, local, or foreign 
governments; (ii) judges, public officials, or clerks of courts of record as custodians offundJ in controversy 
or under the control of the court; (iii) aliens who are ambassadors; ministers; career diplomatic or consular 
officers; naval, military' or other attaches of foreign embassies and legations; and members dftheir 
immediate families; (iv) aliens who are accredited representatives of certain international or~anizations, and 
their immediate families; (v) aliens temporarily residing in the United States for a period notl to exceed 180 
days; (vi) aliens not engaged in a trade or business in the United States who are attending a ~ecognized 
college or university, or any training program supervised or conducted by an agency of the ~ederal 
Government; (vii) unincorporated subordinate units of a tax exempt central organization tha1t are covered by 
a group exemption letter; (viii) a person under 18 years of age, with respect to an account ORe ned as part of a 
school thrift savings program, provided the annual interest is less than $10; (ix) a person opJning a 
Christmas club, vacation club, or similar installment savings program, provided the annual i

1

nterest is less 
than $1 0; and (x) non-resident aliens who are not engaged in a trade or business in the Unitdd States. 
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Third,§ l03.34(a)(4) also provides that IRS rules shall determine whose number 

shall be obtained in tl1e case of multiple account holders. In the preamble thal 

accompanied its proposal, Treasury stated that this provision is inconsistent Lth section 

3 26 of the Act, which requires that banks verify the identity of "any" person Lking to 

open an account. 

In addition, Treasury proposed deleting § 103 .34(b )(I) which requires a bank to 

keep "any notations, if such are nonnally made, of specific identifying infojation 

verifying the identity of the signer [who has signature authority over an accolnt] (such as 

a driver's license number or credit card number)." Treasury stated that the qLted 

language in§ 103.34(b)(l) is inconsistent with the proposed requirements of§ 103.121. 

For this reason, Treasury, under its own authority, proposed to delete the quoted 

language. 

Few conunents were received regarding the proposed deletion ofther provisions. 

Some conunenters agreed that§ 103.34(a) should be deleted if proposed§ UD3.121 were 

I 

adopted. One commenter suggested that§ 103.34(a) should be revised to achieve the 

objectives of the section 326 of the Act. One commenter representing a mili~ry bank 

requested continuance of the exemption for agencies and instrumentalities ofthe Federal 

h ·11 · · f · · h d .I ·1· government t at WI permtt exemptton o commtssanes, exc anges an vanous mt 1tary 

organizations. Another commenter requested maintenance of the exemption for 

government entities, court funds, unincorporated units of tax-exempt organizations, and 

school thrift programs. 

Treasury· has determined that given the more comprehensive requirements of the 

final version of § 103.121, there is no longer a need for § I 03.34 (a). A n J her of the 
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exemptions formerly in§ 103.34(a) have now been added to§ 103.121. Other 

exemptions conflict with the language and intent of section 326 of the Act anr thus were 

not adopted in the final rule. While§ 103.34(a) will no longer be needed once the final 

rule is fully effective, withdrawing the provision before October I, 2003, woLd create a 

gap period during which banks would not be subject to a rule under the BSA requiring a 

customer to be identified when opening an account. Because Treasury and tme Agencies 

do not believe such a gap period would be appropriate, the final rule-- rathe1 than 

withdrawing§ 103.34(a)- amends the section to cut off its applicability on <Dctober 1, 

2003, when § 103.121 becomes fully effective. 35 

By contrast, Treasury no longer believes that it is necessary to delete lthe quoted 

I anguage in § I 03 .34(b ), which requires a bank to keep "any notations, if sur are 

normally made, of specific identifying information verifying the identity of [a person 

with signature authority over an account] (such as a driver's license number lr credit card 

number)." The definition of"customer" in the final version of§ 103.121 no longer 

includes a signatory on an account. Therefore, § 103.121 and § 103 .34(b )(1) are not 

inconsistent and the records required to be kept in accordance with § I 03. 34lb )(I) will 

still have a high degree of usefulness in criminal, tax, or regulatory investigjtions or 

proceedings, or in the conduct of intelligence or counterintelligence activitiel, and to 

protect against international tetTorism. Therefore, the proposal to delete the quoted 

language in § 103 .34(b )(1) is not adopted as proposed. 

IV. Technical Amendment to 31 CFR 103.1l(j) 

35 Appropriate conforming amendments are made to §§ I 03 .34(b )( 11) and (12) to add a criss-reference to 
the Internal Revenue Code regarding the rules for determining what constitutes a taxpayer identification 

number. 

63 
0 
-o~------



0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 0 

Section 103.11 U), which definesthe tenn "deposit account," contains an obsolete 

reference to the definition of "transaction account," which is defined in § l03.ll(hh). 

Under its own authority, Treasury proposed to correct this reference. THere were no 

comments on this proposed technical correction. Therefore, it is adopted as iroposed. 

V. Regulatory Analysis 

A. Regulatory Flexibility Act 

Under the Regulatory Flexibility Act (RF A), an agency must either prepare a 

I 

Final Regulatory Flexibility Analysis (FRF A) for a final rule or certify that the final rule 

will not have a significant economic impact on a substantial number of smJ entities. 
36 

See 5 U.S.C. 604 and 605(b). 

Treasury and the Agencies have reviewed the impact of this final rule on small 

I 

banks. Treasury and the Agencies certify that the final rule will not have a s1gnificant 

economic impact on a substantial number of small entities. 

First, Treasury and the Agencies believe that banks already have im1=1lemented 

prudential business practices and ant> money laundering programs that inc+e most of 

the procedures that a CIP must contain under this final rule. Banks generally undertake 

· . ·fy h ·d · f h · · f I d b · extens1ve measures to ven . t e 1 ent1ty o t e1r customers as a matter o gr usmess 

practice. In addition,·Federally regulated banks already must have ant~ money laundering 

progrnms that include procedures for identification, verification, and documLation of 

customer infonnation. 3 7 

36 The RFA defines the term "small entity" in 5 U.S.C. 601 by reference to the definitions published by the 
Small Business Administration (SBA). The SBA has defined a "small entity" for banking purposes as a 
bank or savings institution with less than $150 million in assets. See 13 CFR 121.201. Tht NCUA defines 
"small credit union" as those under $1 million in assets. Interpretive Ruling and Policy St~~ement No. 87-
2, developing and Reviewing Government Regulations (52 FR 35231, September 18, 1987~. 
'7 , See footnote 10. 

64 

o~--__;__---



0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 0 

Second, although the final rule contains several requirements that will be new to 

banks we anticipate that the costs of implementing these requirements will Jt be 

economically significant. For example, the recordkeeping requirements in thl final rule 

may impose some costs on banks to the extent that the information that must be 

maintained is not already collected and retained. 38 Treasury and the Agencies believe 

that the compliance burden is minimized for banks, including small banks, bLause the 

final rule vests a bank with the discretion to design and implement appropri.le 

recordkeeping procedures, including allowing banks to maintain electronic rlcords in lieu 

of (or in combination with) paper records. 

The section of the final rule that requires banks to check lists of known and 

suspected terrorists and terrorist organizations and to follow Federal agency ~irectives in 
. I 

cormection with the lists is also a new requirement. that will impose nominallburden, once 

Treasury and the Agencies publish lists that banks must consult. However, no such lists 

have been issued to date. Moreover, banks already must have procedures to satisfy other 

similar requirements. For instance, banks already have to ensure that they d0 not engage 

in transactions involving designated foreign countries, foreign nationals, and other 

entities prohibited under 0 FA C rules. See 31 CFR part 500. We a !so undJstand that 

many banks, including small banks, use electronic search tools to check lisJ39 and 

already use identity verification software, both as part of their customer due diligence 

obligations under existing BSA compliance program requirements and to detect fraud. 

38 See. e.g., identification and verification of customers in connection with each share or deposit account 
ofened (31 CFR 103.34 ). · I 

3 We believe that most banks will use technology rather than manual methods to check lists. OFAC lists 
are generally incorporated into bank software and, in response to bank inquiries, Treasury ~nd the Agencies 
have made clear that banks are permitted to share the lists they receive pursuant to section] 14 of the Act 
with their service providers. We expect that any lists provided under section 326 of the Act will also be 
provided under the same conditions. 
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The notice provisions of the rule also are new. However, they are very flexible 

and, as written, should impose only minimal costs. The final rule permits a J.nk to 

satisfY the notice requirement by choosing from a variety of low-cost measujes, such as 

posting a sign in the lobby or on its website, by adding it to an account statement, or 

using any other form of written or oral notice. In addition, the amount of tije that a bank 

will need to develop its notices will be minimal as the final rule now containl a sample 

notice. 

Treasury and the Agencies believe that the flexibility incorporated in o the final 

rule will permit each bank to tailor its CIP to fit its own size and needs. In tL regard, 

I 

Treasury and the Agencies believe that expenditures associated with establishing and 

implementing a CIP will be commensurate with the size of a bani<. If a baj is small, the 

burden to comply with the proposed rule should be de minimis. 

Most commenters on the proposed rule stated that Treasury and the Agencies had 

underestimated the burden imposed by the proposed rule. They high I ighted Lpects of the 

proposal that they maintained would have imposed excessive burdens and wluld have 

required banks to alter their current practices. Most comments focused on tJe proposed 

provisions requiring banks to verifY the identity of signatories on accounts, t~ keep copies 

of documents used to verify a customer's identity, and to retain identity verification 

records for five years after an account is closed. 

In drafting the final rule, Treasury and the Agencies have either eliminated or 

minimized the most significant burdens identified by commenters. In respoLe to 

commenters, for example, the final rule eliminates signatories from the defijition of 

"customer," no longer requires a bank to keep copies of documents used to LrifY a 

66 
-··--·- --·- ·-·· ·--·----.. --.. ·---- --------------- .. ------------1 

421 



0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 0 

customer's identity, and reduces the universe of records that must be kept for five years 

after an account is closed. Treasury and the Agencies have taken other steps that 

significantly reduce the scope of the rule and burdens of the rule. Many of tHese burden

reducing actions are described in the Paperwork Reduction Act discussion b,low. 40 As a 

result of these changes, the final rule is far more flexible and less burdensome than the 

proposed rule while still fulfilling the statutory mandates enumerated in sectt 326 of 

the Act. 

Finally, Treasury and the Agencies did consider whether it would be appropriate 

to exempt small banks from the requirements of the rule. We do not believe that an 

exemption for small banks is appropriate, given the flexibility built into the te to 

account for, among other things, the differing sizes and resources of banks, as well as the 

40 In addition to the burden-reducing measures discussed in the Paperwork Reduction Act discussion, other 
ch.,ges include: I 

• A clarification that a bank must verify the customer's identitv using the identifying information 
obtained. The proposed rule would have required the bank to verify all identifying information. 

• The elimination of the requirement that a bank must obtain a physical and a mail irtg address from 
a customer opening an account. Under the final rule, the bank is only required to bbtain a physical 
address. / 

• A new provision that permits a bank to rely on another financial institution to perform its CIP 
under certain conditions. This provision allows financial institutions that share a ~ustomer to 
share customer identification and verification obligations and to reduce the cost of maintaining 
duplicative records required by the recordkeeping provisions of the final rule. I 

• A revised provision that extends to customers who are individuals the exception tfat permits a 
bank to open an account for a customer that has applied for, but has not received, a taxpayer 
identification number. I 

• A new exemption for credit card accounts from the requirement that a bank obtain identifying 
information from the customer prior to opening an account: In connection with c~edit card 
accounts, a bank is permitted to obtain identifying information from a third party source prior to 
extending credit. I 

• A clarification stating that the government will provide lists of known or suspected terrorists and 
terrorist organizations to banks. Banks will not be required to seek out this inforiliation. In 
addition, the rule now states that the bank may determine whether a customer ap~ears on the list 
within a reasonable time after the account is opened, unless it is required to do sojearlier by 
another Federal law, regulation, or directive. 

• A transition period that permits banks a period of several months to comply with the final rule. 
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importance of the statutory goals and mandate of section 326. Money laundering can 

occur in small banks as well as large banks. 

B. Paperwork Reduction Act 

Certain provisions of the final rule contain "collection of information" 

requirements within the meaning of the Paperwork Reduction Act of 1995 (t4 U.S.C. 

3501 et seq.). An agency may not conduct or sponsor, and a respondent is not required to 

respond to, an infonnation collection unless it displays a currently valid oJce of 
. I 

Management and Budget (OMB) control number. Treasury submitted the final rule to the 

OMB for review in accordance with 44 U.S.C. 3507(d). The OMB has apploved th: 

collection of infonnation requirements in today' s rule under contra I numbJ 1506-0026. 

Collection of Information Under the Proposed Rule 

The proposed rule applied only to a financial institution that is a "bank" as defined 

in 31 CFR I 03.11 (c), 41 and any foreign branch of an insured bank. The pro~osed rule 

required each bank to establish a written CJP that must include recordkeepilg procedures 

(proposed § I 03 .121 (b )(3)) and procedures for providing customers with nolice that the 

bank is requesting info nnation to verify their identity (proposed § I 03.121 (i )( 5)). 

The proposed rule required a bank to maintain a record of (I) the idlntifying 

information provided by the customer, the type of identification document(J) reviewed, if 

any, the identification number 0 f the document( s ), and a copy 0 f the identifiration 

document(s); (2) the means and results of any additional measures undertaken to verify 

the identity of the customer; and (3) the resolution of any discrepancy in th1 identifying 

information obtained. It also required these records to be maintained at the bank for five 

years after the date the account is closed (proposed§ 103.12l(b)(3)). 
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The proposed rule also required a bank to give its customers "adequate notice" of 

the identity verification procedures (proposed § I 03.121 (b)( 5)). The proposld rule stated 

that a bank could satisfy the notice requirement by posting a sign in the lobl or 

providing customers with any other form of written or oral notice. 

Collection of Information Under the Final Rule 

The final rule, like the proposed rule, requires banks to implement reasonable 

procedures to (I) maintain records of the information used to verify a custotr's identity, 

and (2) provide notice of these procedures to customers. These recordkeepilg ard 

disclosure requirements are required under section 326 of the Act. HowevJ the final 

rule greatly reduces the paperwork burden attributable to these requiremenJ as described 

below. 

The final rule also contains a new recordkeeping provision permitting a bank to 

rely on another financial institution to perform some or all its CrP, under cerin 

circumstances. Among other things, the other financial institution must prorde the bank 

with a contract requiring it to certify annually to the bank that it has implemented its anti

money laundering program, and that it will perform (or its agent will perfol) the 

specified requirements of the bank's CIP. 

Response to Comments Received 

We received approximately 500 comments on the proposed rule. Most of the 

commenters specifically mentioned the recordkeeping burden associated wilh the 

proposed rule. Some commenters also asked Treasury and the Agencies to llarify the 

meaning of "adequate notice" and requested that a sample notice be provideb in the final 

rule. 

41 This definition includes banks, thrifts, and credit unions. 
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Only a few commenters provided burden estimates of additional burln hours that 

would result from the proposed rule. However, these burden estimates did n<Dt 

necessarily focus on the recordkeeping and disclosure requirements in the pJposal and 

ranged from 200 extra hours per year to 9,000 additional hours. Treasury an1 the 

Agencies believe that the final rule substantially addresses the concerns of t~l 
commenters. Specific concerns about paperwork burden have been addresser as follows: 

First, the recordkeeping and disclosure burden are minimized in the final rule 

because Treasury and the Agencies reduced the entire scope of the final rule! by: 

• narrowing and clarifying the scope of "account." The final rule spJifically 

excludes accounts that (I) a bank acquires through an acquisition, mlger, 
. I 

purchase of assets, or assumption of liabilities from a third party, and (2) accounts 

opened for the purpose of participating in an employee benefit plan 1stablished . 

pursuant to the Employee Retirement Income Security Act of 1974. [t also 

specifically excludes wire transfers, check cashing, and the sale oftrLelers 

checks, and any other product or service that does not lead to a "fojal banking 

relationship" from the scope of the rule; 

• narrowing the definitionof"bank" covered by the rule to exclude a \Dank's foreign 

branches; and 

• limiting and clarifying who is a "customer" for purposes of the final rule. The 

final rule now defines "customer" as "a person that opens a new accc>Unt" making 

clear that a person who does not receive banking services, such as a berson whose 

deposit or loan application is denied, is not a customer. The definitiJn of 

I 

customer also excludes signatories from the definition of "customer. ' Moreover, 

70 

~0:.....___-----· ·-----·-------·----+--------~-·--"·"----·-.. ··---! 



0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 0 

the final rule excludes from the definition of "customer" the following readily

identifiable entities: a financial institution regulated by a Federal funbtional 

. I 

regulator; a bank regulated by a state bank regulator; and governmental agencies 

I 

and instrumentalities and companies that are publicly traded (i.e., entities 

described in § 103.22(d)(2)(ii)-(iv)). The final rule also excludes exilting 

I 

customers of the bank, provided that the bank has a reasonable beliefi that it 

knows the true identity of the person. 42 

Second, recordkeeping burden was further reduced by: 

• eliminating the requirement that a bank keep copies of any document that it relied 

upon in order to verify the identity of the customer and substituting l requirement 

that a bank's records need only include "a description" of any docujent that it 

relied upon in order to verify the identity of the customer. The final Lle also 

clarifies that the records need only include "a description" of the melods and 

results of any measure undertaken to verify the identity of the custoler, and of 

the resolution of any substantive discrepancy discovered when veriJing the 

identifying information obtained, rather than any documents gener.ld in 

connection with these measures; and 

• reducing the length of time that records must be kept. The final' rule requires that 

identifying information be kept for five years after the date the accoumt is closed 
. I 

(or for credit card accounts, five years after the account is closed or becomes 

dormant). All other records may be kept for five years after the ace I unt is 

opened. 

42 The proposed rule stated that the identity of an existing customer would not need to be verified if the 
bank (1) had previously verified the customer's identity in accordance with procedures codsistent with the 
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Third, disclosure burden was reduced by providing sample language ltha~ if 

appropriate and properly provided, will be deemed adequate notice to a banK's customer. 

Disclosure burden also was reduced by clarifying the term "adequate noticJ 

Treasury and the Agencies believe that little additional burden is imJosed as a 

result of the recordkeeping requirements outlined in section 1 03.121 (b )(3 ), Jecause the 

type of recordkeeping required by the final rule is a usual and customary bu!iness 

practice. In addition, banks already must keep similar records to comply wijh existing 

regulations in 31 CFR part 103 (see, ~. 31 CFR I 03 .34, requiring certai nlecords for 

each deposit or share account opened). 

Treasury and the Agencies believe that nominal burden is associated with the 

disclosure requirement outlined in§ 103.12l(b)(5). This section contains a sample notice 

that if appropriate and provided in accordance with the fmal rule, will be dimed 

adequate notice. In addition, it continues to permit banks to choose among a variety of 

low~cost methods of providing adequate notice and to select the least burdehsome 

method, given the circumstances under which customers seek to open new Lcounts. 

Treasury and the Agencies also believe that nominal burden is assJated with the 

I 
new recordkeep ing requirement in § I 03.121 (b)( 6). This section perm its a rank to rei y 

on another financial institution to perform some or all its CIP under certain conditions, 

including the condition that the financial institution enter into a contract wJh the bank 

providing that it will certify annualiy to the bank that it (I) has implementt its ant> 

money laundering program and (2) will perform (or its agent will performJ the specified 

requirements of the bank's CIP. Not all banks will choose to rely on a thiJ party. For 
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those that do, the minimal burden of retaining the certification described above should 

allow them to reduce net burden under the rule by such reliance. 

Burden Estimates 

Treasury and the Agencies have reconsidered the burden estimates published in 

I 

the proposed rule, given the comments stating that the burdens associated with the 

paperwork collections were underestimated. Having done so, and considertg the 

reduction in burden taken in this final rule, Treasury and the Agencies have adjusted their 

estimates of the paperwork burden of this rule. The burden estimates that rdnow are 

estimates of the incremental burden imposed upon banks by this final rule, Lognizing 

that some of the requirements in this rule are a usual and customary practice in the 

banking industry, or duplicate other regulatory requirements. 

The potential respondents are national banks and Federal branches and agencies 

(OCC financial institutions); state member banks and branches and agencel of foreign 

banks (Board financial institutions); insured state nonmember banks (FDIC financial 

institutions); savings associations ( OTS financial institutions); Federally inrred credit 

unions (NCUA financial institutions); and certain non-Federally regulated credit unions, 

private banks, and trust companies (FinCEN institutions); 

Estimated number of respondents: 

OCC: 2207. 

Board: 1240. 

FDIC: 5,500. 

OTS: 962. 
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NCUA:· 9,688. 

FinCEN: 2,460. 

Estimated average annual recordkeeping burden per respondent: 10 !hours. 

Estimated average annual disclosure burden per respondent: 1 hour. 

Estimated total annual recordkeeping and disclosure burden: 242,62~ hours. 

Treasury and the Agencies invite comment on the accuracy of the burden estimates and 

:::::.:~:e:~:: ;:0:~~9:~:~::r t:e:::: ::~c:::::::e ::~~:~:::::J: ::::s:try, 

Office oflnfonnation and Regulatory Affairs, Office of Management and sldget, 

Paperwork Reduction Project (1506-0026), Washington, DC 20503 (or by tt Internet to 

jlackeyj@omb.eo~.gov), with a copy to FinCEN by mail or the Internet at tt addresses 

previously specified. 

Executive Order 12866 

Treasury, the OCC, and OTS have determined that the final rule is not a 

"significant regulatory action" under Executive Order 12866 for the follow1g reasons. 

The rule follows closely the requirements of section 326 of the Act. Moreover, 

Treasury, the OCC, and OTS believe that national banks and savings associations already 

have procedures in place that fulfill most of the requirements of the final rule because the 
. . f 

procedures are a matter of good business practice. In addition, national banks and 

savings associations already are required to have BSA compliance prograj that address 

many of the requirements detailed in this final rule. 

At the proposed rule stage, Treasury, the OCC, and OTS invited national banks, 
. . I . 

the thrift industry, and the public to provide any cost estimates and related data that they 
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think would be useful in evaluating the overall costs of the rule. Most of the cost 

estimates provided by commenters related to the requirements in the proposed rule that 

bankS verify the identity of signatories on accounts, keep copies of document used to 

verify a customer's identity, and retain identity verification records for five 1ears after an 

account is closed. As described in the preamble, the final rule eliminates signatories from 

I 
the definition of "customer," and no longer requires a bank to keep copies of documents 

used to verify a customer's identity. The final rule also reduces the univer1 of records 

that must be kept for five years after an account is closed. Treasury, the OCC and the 

OTS have taken other steps that significantly reduce the scope of fre rule anr the burden 

of the rule. These burden-reducing measures are described in the PapeiWorR Reduction 

Act discussion and Regulatory Flexibility Act discussion, above. 43 

List of Subjects 

12 CFR Part 21 

Crime, Currency, National banks, Reporting and recordkeeping requirements, 
Security measures. 

12 CFR Part 208 

Accounting, Agriculture, Banks, banking, Confidential business inf0rmation, 
Crime, Currency, Investments, Mortgages, Reporting and recordkeeping re4uirements, 
Securities. 

12 CFR Part 211 

43 For these same reasons, and consistent with section 201 of the Unfunded Mandates Reform Act of 1995 
(Pub. L. 104-4), Treasury, the OTS and the OCC have also determined that this final rule ~ill not result in 
expenditures by · I 
State, local, and tribal governments in the aggregate, or by the private sector of$100 mi\lion or more in any 
one year, and therefore the rule is not subject to the requirements of section 202 of that Adt. 
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Exports, Foreign banking, Holding companies, Investments, Reporting and 
recordkeeping requirements. 

12 CFR Part 326 · 

Banks, banking, Currency, Insured nonmember banks, Reporting and 
recordkeeping requirements, Security measures. 

12 CFR Part 563 

Accounting, Advertising, Crime, Currency, Investments, Reporting aJnd 
Recordkeeping requirements, Savings associations, Securities, Surety bonds. 

12 CFR Part 748 

Credit unions, Crime, and Security measures. 

31 CFR Part 103 

Administrative practice and procedure, Authority delegations (Government 
agencies), Banks, banking, Brokers, Currency, Foreign banking, Foreign cutrencies, 
Gambling, Investigations, Law enforcement, Penalties, Reporting and recortlkeeping 

requirements, 
Securities. 

Department of the Treasury 

31 CFR Chapter I 

Authority and Issuance 

For the reasons set forth in the preamble, part 103 oftitle 31 of the Ci:ode of 
Federal Regulations is amended as follows: 

PART 103-FINANCIAL RECORDKEEPING AND REPORTING OF 

CURRENCY AND FOREIGN TRANSACTIONS 

1. The authority citation for part 103 is revised to read as follows: 

· Authority: 12 U.S.C. 1829band 1951-1959; 31 U.S.C. 5311-5314 and 5316-
5332; title III, sees. 312, 313, 314, 319, 326, 352, Pub L. 107-56, 115 Stat.1307. 

§ 103.11 [Amended] 
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2. Section 103.11 0) is amended by removing "paragraph ( q)" and adding 

"paragraph (hh)" in its place. 

§ 103.34 [Amended} 

3. Section 103.34 is amended as follows: 

a. By amending the first sentence of paragraph (a)(1) to add the words "and 

I 

before October 1, 2003" after the words "May 31, 1978" and after the words "June 30, 

1972"; 

b. By amending paragraph (b)(ll) to add the words "as determined under section 

6109 of the Internal Revenue Code of 1986" after the words "taxpayer identification 

number;" and 

c. By amending paragraph (b)(12) to add the words "as determined Iunder section 

6109 of the Internal Revenue Code of 1986" after the words "taxpayer identification 

number." 

2. Subpart I of part 103 is amended by adding new §103.121 to read as follows: 

§ 103.121 Customer Identification Programs for banks, savings associ.lions, credit 

unions, and certain non-Federally regulated banks. 

(a) Definitions. For purposes of this section: 

(l)(i)Account means a formal banking relationship established to provide or 

engage in services, dealings, or other financial transactions including a depfsit account, a 

transaction or asset account, a credit account, or other extension of credit. J4ccount also 

includes a relationship established to provide a safety deposit box or other I afekeeping 

services, or cash management, custodian, and trust services. 

(ii) Account does not include: 
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(A) A product or service where a formal banking relationship is not t'tstablished 

with a person, such as check-cashing, wire transfer, or sale of a check or moley order; 

(B) An account that the bank acquires through an acquisition, mergJ purchase of 

assets, or assumption of liabilities; or 

(C) An account opened for the purpose of participating in an employlee benefit 

plan established under the Employee Retirement Income Security Act of 19'i/ 4. 

(2) Bank means: 

(i) A bank, as that term is defined in § 103.11 (c), that is subject to regulation by a 

Federal functional regulator; and 

(ii) A credit union, private bank, and trust company, as set forth in§ 103.ll(c), 

that does not have a Federal functional regulator. 

(3) (i) Customer means: 

(A) A person that opens a new account; and 

(B) An individual who opens a new account for: 

Q) An individual who lacks ega! capacity, such as a minor; or 

(l) An entity that is not a legal person, such as a civic club. 

(ii) Customer does not include: 

(A) A financial institution regulated by a Federal functional regulatmr or a bank 

regulated by a state bank regulator; 

(B) A person described in§ 103.22(d)(2)(ii)-(iv); or 

(C) A person that has an existing account with the bank, provided tlhat the bank 

has a reasonable belief that it knows the true identity of the person. 

( 4) Federal functional regulator is defined at § 103 .120(a)(2). 
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(5) Financial institution is defined at 31 U.S.C. 5312(a)(2) and (c)(lj. 

( 6) Tax paver identification number is defined by section 6109 of the Internal 

Revenue Code of 1986 (26 U.S. C. 61 09) and the Internal Revenue Service rgu lations 

implementing that section ~' social security number or employer identifi<Cation 

number). 

(7) US. person means: 

(i) A United States citizen; or 

(ii) A person other than an individual (such as a corporation, partnership, or trust), 

that is established or organized under the laws of a State or the United Stall 

(8) Non.,. US. person means a person that is not a US. person. 

(b) Customer Identification Program: minimum requirements. 

(1) In general A bank must implement a written Customer Identification 

Program (CIP) appropriate for its size and type of business tha~ at a minimlm, includes 
. I 

each of the requirements of paragraphs (b )(1) through ( 5) of this section. If a bank is 

required to have an ant> money laundering compliance program under the Lgulations 

implementing 31 U.S.C. 5318(h), 12 U.S.C. l818(s), or 12 U.S.C. l786(q)!l), then the 

CIP must be a part of the ant> money laundering compliance program. UnL such time as 

credit unions, private banks, and trust companies without a Federal functiolal regulator 

are subject to such a program, their CIPs must be approved by their boards of directors. 

(2) Identity verification procedures. The CIP must include risk-based 

procedures for verifying the identity of each customer to the extent reasonlble and 

practicable. The procedures must enable the bank to form a reasonable belief that it 

knows the true identity of each customer. These procedures must be based on the bank's 
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assessment of the relevant risks, including those presented by the various tyjj>eS of 

accounts maintained by the bank, the various methods of opening accounts Jrovided by 
. I 

the bank, the various types of identifying infonnation available, and the bank's size, 

location, and customer base. At a minimum, these procedures must contain the elements 

described in this paragraph (b )(2). 

(i) Customer infonnation required. (A) In general. The CIP must contain 

I 

procedures for opening an account that specify the identifying infonnation that will be 
. I 

obtained from each customer. Except as pennitted by paragraphs (b)(2)(i)(JB) and (C) of 

this section, the bank must obtain, at a minimum, the following infonnation from the 

customer prior to opening an account: 

Q)Name; 

(1) Date of birth, for an individual; 

Q) Address, which shall be: 

. (j) For an individual, a residential or business street address; 

(ill For an individual who does not have a residential or business stueet address, 

an Anny Post Office (APO) or Fleet Post Office (FPO) box number, or the residential or 

business street address of next of kin or of another contact individual; or 

(iii) For a person other than an individual (such as a corporation, pa!rtnership, or 

trust), a principal place of business, local office, or other physical location; and 

(1) Identification number, which shall be: 

(j) For a U.S. person, a taxpayer identification number; or 

(li) For a non-U.S. person, one or more of the following: a taxpayeu identification 

number; passport number and country of issuance; alien identification ca,j number; or 
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number and country of issuance of any other government- issued document evidencing 

nationality or residence and bearing a photograph or similar safeguard. 

Note to paragraph (b)(2)(i)(A)@)(ji):·When opening an account for a 
foreign business or enterprise that does not have an identification nurber, the 
bank must request alternative government- issued documentation certifying the 
existence of the business or enterprise. 

(B) Exception for persons applying for a taxpayer identification nurmber. Instead 
. I 

of obtaining a taxpayer identification number from a customer prior to opening the 

account, the CIP may include procedures for opening an account for a custoLr that has 

applied for, but has not received, a taxpayer identification number. In this else, the CIP 

must include procedures to confirm that the application was filed before the customer 

opens the account and to obtain the taxpayer identification number within a reasonable 

period of time after the account is opened. 

(C) Credit card accounts. In connection with a customer who opens a credit card 

account, a bank may obtain the identifying information about a customer re~uired under 

paragraph (b )(2 )( i)(A) by acquiring it from a third-party source prior to exLding credit 

to the customer. 

(ii) Customer verification The CIP must contain procedures for verifying the 

identity of the customer, using information obtained in accordance with patgraph 

(b )(2)(i) of this section, within a reasonable time after the account is opene<!l. The 

procedures must d~scribe when. the bank wiJI use documents, non-documeltary methods, 

or a combination of both methods as described in this paragraph (b )(2)(ii). 

(A) Verification through documents. For a bank relying on documents, the CIP 

must contain procedures that set forth the documents that the bank will usel These 

documents may include: 

0 
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Q) For an individual, unexpired government-issued identification evidencing 

nationality or residence and bearing a photograph or similar safeguard, such as a driver's 

license or passport; and 

G.) For a person other than an individual (such as a corporation, partnership, or 

trust), documents showing the existence of the entity, such as certified articlrs of 

incorporation, a government- issued business license, a partnership agreement, or trust 

instrument. 

(B) Verification through non-documentary methods. For a bank relying on non

documentary methods, the CIP must contain procedures that describe the nbn-

documentary methods the bank will use. 

Q) These methods may include contacting a customer; independently verifying 

the customer's identity through the comparison of infonnation provided by the customer 

with infonnation obtained from a consumer reporting agency, public database, or other 

source; checking references with other financial institutions; and obtaining a financial 

statement. 

G.) The bank's non-documentary procedures must address situations where an 

individual is unable to present an unexpired government-issued identificatiL document 

I 
that bears a photograph or similar safeguard; the bank is not familiar with the documents 

presented; the account is opened without obtaining documents; the customL opens the 

account without appearing in person at the bank; and where the bank is othlrwise 

presented with circumstances that increase the risk that the bank will be unlble to verify 

the true identity of a customer through documents. 
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(C) Additional verification for certain customers. The CIP must address 

situations where, based on the bank's risk assessment of a new account opentd by a 

customer that is not an individual, the bank will obtain information about individuals with 

h 
. l h . I d' . . . .d .l, h aut onty or contro over sue account, me u mg s1gnatones, m or er to ven~y t e 

customer's identity. This veriftcation method applies only when the bank calnot verify 

the customer's In£ identity using the veriftcation methods described in parjgraphs 

(b )(2)(ii)(A) and (B) of this section. 

(iii) Lack of verification The CIP must include procedures for resp<Dnding to 

circumstances in which the bank cannot form a reasonable belief that it knoL the true 

identity of a customer. These procedures should describe: 

(A) When the bank should not open an account;. 

(B) The terms under which a customer may use an account while the bank 

attempts to veri~ the customer's identity; 

(C) When the bank soould close an account, after attempts to verify a customer's 

identity have failed; and 

(D) When the bank should file a Suspicious Activity Report in accordance with 

applicable law and regulation. 

(3) Recordkeeping. The CIP must include procedures for making and maintaining 

a record of all infonnation obtained under the procedures implementing p.lagraph (b) of 

this section. 

(i) Required records. At a minimum, the record must include: 

(A) All identifying information about a customer obtained under paragraph 

(b )(2)(i) of this section; 
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(B) A description of any document that was relied on under paragraph 

(b)(2)(ii)(A) of this section noting the type of document, any identification llmber 

contained in the document, the place of issuance and, if any, the date of issuance and 

expiration date; 

(C) A description of the methods and the results of any measures undertaken to 

I 
verify the identity of the customer under paragraph (b ){2)(ii)(B) or (C) of this section; 

and 

(D) A description of the resolution of any substantive discrepancy discovered 

when verifying the identifying infonnation obtained. 

(ii) Retention of records. The bank must retain the infonnation in paragraph 

(b )(3 )( i)( A) of this section for five years after the date the account is closed 

1

lr, in the case 

of credit card accounts, five years after the account is closed or becomes dorant. The 

bank must retain the infonnation in paragraphs (b)(3)(i)(B), (C), and (D) ofthis section 

for five years after the record is made. 

(4) Comparison with government lists. The CIP must include procedures for 

determining whether the customer appears on any list of known or suspectl terrorists or 

terrorist organizations issued by any Federal government agency and desijated as such 

by Treasury in consultation with the Federal functional regulators. The pr,cedures must 

require the bank to make such a determination within a reasonable period o[ time after 
. I 

the account is opened, or earlier, if required by another Federal law or regulation or 

Federal directive issued in connection with the applicable list. The procedlres must also 

require the bank to follow all Federal directives issued in connection with slch lists. 
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(5)(i) Customer notice. The CIP must include procedures for providing bank 

. h d . h h b nk. . . . ~ . l.f h . customers wit a equate notice t at t e a IS requestmg Inlormat10n to ven y t eir 

identities. 

(ii) Adequate notice. Notice is adequate if the bank generally descri,es the 

identification requirements of this section and provides the notice in a manner reasonably 

designed to ensure that a customer is able to view the notice, or is otherwise !given notice, 

I 

before opening an account. For example, depending upon the manner in which the 

account is opened, a bank may post a notice in the lobby or on its website, Jlude the 

. . . I' . h ~ f . I I. notice on Its account app Icatwns, or use any ot er 10rm o wntten or ora not1ce. 

(iii) Sample notice. If appropriate, a bank may use the following sJple language 

to provide notice to its customers: 

IMPORTANT INFORMATION ABOUT PROCEDURES FOR OPIENING A 
NEW ACCOUNT 

To help the government fight the funding of terrorism and money la~ndering 
activities, Federal law requires all financial institutions to obtain, verify, and 
record information that identifies each person who opens an accountJ 

What this means for you: When you open an account, we will ask rlr your name, 
address, date of birth, and other information that will allow us to idebtify you. 
We may also ask to see your driver's license or other identifying doduments. 

(6) Reliance on another financial institution. The CIP may include brocedures 

specifying when a bank will rely on the performance by another financial inltitution 

(including an affiliate) of any procedures of the bank's CIP, wilh respect to lny customer 

of the bank that is opening, or Ins opened, an account or has established a siLilar formal 

banking or business relationship with the other financial institution to provit or engage 

in services, dealings, or other financial transactions, provided that: 

(i) Such reliance is reasonable under the circumstances; 
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(ii) The other financial institution. is subject to a rule implementing 3] U.S.C. 

5318(h) and is regulated by a Federal functional regulator; and 

(iii) The other financial institution enters into a contract requiring it to certify 

annually to the bank that it has implemented its ant> money laundering proglm, and that 

it will perform (or its agent will perform) the specified requirements of the blnk's CIP. 

(c) Exemptions. The appropriate Federal functional regulator, with tL 

. I 

concurrence of the Secretary, may, by order or regulation, exempt any bank or type of 

account from the requirements of this section. The Federal functional reguljtor and the 

Secretary shall consider whether the exemption is consistent with the purposls of the 

Bank Secrecy Act and with safe and sound banking, and may consider other appropriate 

factors. The Secretary will make these determinations for any bank or type @f account 

that is not subject to the authority of a Federal functional regulator. 

(d) Other requirements unaffected. Nothing in this section relieves a bank of its 

obligation to comply with any other provision in this part, including provisLs 
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[THIS SIGNATURE PAGE PERTAINS TO THE FINAL RULE TITLED, 

"CUSTOMER IDENTIFICATION PROGRAMS FOR BANKS, SAVINGS 

ASSOCIATIONS, AND CREDIT UNIONS."] 

In concurrence: 

By order of the Board of Governors of the Federal Reserve System, 

----------' 2003. 

Jennifer J. Johnson, 
Secretary of the Board. 
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[THIS SIGNATURE PAGE PERTAINS TO THE FINAL RULE TITLED, 

"CUSTOMER IDENTIFICATION PROGRAMS FOR BANKS, SAVINGS 

ASSOCIATIONS, AND CREDIT UNIONS."] 

In concurrence: 

By order of the Board of Directors of the Federal Deposit Insurance Corporation 
this day 

Valerie J. Best, 
Assistant Executive Secretary. 

90 
~ 
-01-----~ 



0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 0 

[THIS SIGNATURE PAGE PERTAINS TO THE FINAL RULE TITLED, 

"CUSTOMER IDENTIFICATION PROGRAMS FOR BANKS, SAVINGS 

ASSOCIATIONS, AND CREDIT UNIONS."] 

Dated: -----------

In concurrence: 

James E. Gilleran, 
Director, Office of Thrift Supervision. 
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[THIS SIGNATURE PAGE PERTAINS TO THE FINAL RULE TITLED, 

"CUSTOMER IDENTIFICATION PROGRAMS FOR BANKS, SAVINGS 

ASSOCIATIONS, AND CREDIT UNIONS."] 

Dated: ----------

In concurrence: 

Becky Baker, 
Secretary of the Board, National Credit Union Administration. 
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Office of the Comptroller of the Currency 

12 CFR Chapter I 

Authority and Issuance 

0 

For the reasons set out in the preamble, the OCC amends chapter I oftitle 12 of 

the Code ofF ederal Regulations as set forth below: 

PART 21- MINIMUM SECURITY DEVICES AND PROCEDURES, ~PORTS 

OF SUSPICIOUS ACTIVITIES, AND BANK SECRECY ACT COMPLIANCE 

PROGRAM 

SUBPART C-PROCEDURES FOR MONITORING BANK SECRECY ACT 

COMPLIANCE 

1. The authority citation for part 21, subpart C, continues to read as follows: 
I 

Authority: 12 U.S.C. 93a, 1818, 1881-1884 and 3401-3422; 31 U.S.C. 5318. 

2. In § 21.21: 

A. Revise the section heading; and 

B. Revise§ 21.2l(b) to read as follows: 
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§ 21.21 Procedures for monitoring Bank Secrecy Act (BSA) compliance. 

* * * * * 
(b) Establishment of a BSA compliance program (1) Program requirement. Each 

bank shall develop and provide for the continued administration of a progral reasonably 

designed to assure and monitor compliance with the recordkeeping and rep,rting 

requirements set forth in subchapter II of chapter 53 of title 31, United States Code and 

the implementing regulations 
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issued by the Department of the Treasury at 31 CFR part 103. The complianlce program 

must be written, approved by the bank's board of directors, and reflected in the minutes 

of the bank. 

(2) Customer identification program. Each bank is subject to the requirements of 

31 U.S.C. 5318(1) and the implementing regUlation jointly promulgated by tt OCC and 

the Department of the Treasury at 31 CFR I 03.121, which require a custoJr 

identification program to be implemented as part of the BSA compliance prdgram 

required under this section. 

* * * * * 

Dated: 

John D. Hawke, Jr., 
Comptroller of the Currency. 
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Federal Reserve System 

12 CFR Chapter II 

Authority and Issuance 

For the reasons set out in the preamble, the Board of Governors of the Federal 

Reserve System amends 12 CFR Chapter II as follows: 

PART 208-MEMBERSHIP OF STATE BANKING INSTITUTIONS IN THE 

FEDERAL RESERVE SYSTEM (REGULATION H) 

1. The authority citation for part 208 continues to read as follows: 

Authority: 12 U.S.C. 24, 24a, 36, 92a, 93a, 248(a), 248(c),321-338j' 37ld, 461, 

481-486,601,611, 1814, 1816, 1818, 1820(d)(9), 1823G), 1828(o), 1831, lj3lo, 183lp-

1, 1831r-1, 1831 w, 1831x, 1835a, 1843(1), 1882, 2901-2907, 3105, 3310, 3y 1-3351, and 

3906-3909; 15 U.S.C. 78b, 78l(b), 78l(g), 78l(i), 78o-4(c)(5), 78q, 78q-l, arrd 78w; 31 

U.S.C. 5318; 42 U.S.C. 4012a, 4104a, 4104b, 4106, and 4128. 

2. Revise § 208.63(b) to read as follows: 

§ 208.63 Procedures for monitoring Bank Secrecy Act compliance. 

* * * * * 

· (b) Establishment of BSA compliance program. (1) Program requirement. Each 

bank shall develop and provide for the continued administration of a progral reasonably 

designed to ensure and monitor compliance with the recordkeeping and repjrting 

requirements set forth in subchapter II of chapter 53 of tit! e 31, United S tat,s Code, the 

Bank Secrecy Act, and the implementing regulations promulgated thereunder by the 

Department of the Treasury at 31 CFR part I 03: The camp I iance pro gram Jhall be 

reduced to writing, approved by the board of directors, and noted in the miltes. 
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(2) Customer identification program. Each bank is subject to the requirements of 

31 U.S. C. 5318(1) and the implementing regulation jointly promulgated by tJe Board and 

the Department of the Treasury at 31 CFR I 03.121, which require a customol 

identification program to be implemented as part of the BSA compliance pr~am 
required under this section. 

* * * * * 

PART 211-INTERNATIONAL BANKING OPERATIONS (REGUL TION K) 

1. The authority citation for part 211 is revised to read as follows: 

Authority: 12 U.S.C. 221 ~seq., 1818, 1835a, 1841 ~seq., 3101 ~~.and 

3901 ~seq.; 15 U.S.C. 6801 and 6805; 31 U.S.C. 5318. 

2. In § 211.5, add new paragraph (m) to read as follows: 

§ 211.5 Edge and agreement corporations. 

* * * * * 

(m) Procedures for monitoring Bank Secrecy Act compliance. 

( 1) [Reserved] 

(2) Customer identification program. Each Edge or agreement corpfration is 

subject to the requirements of 31 U.S.C. 5318(1) and the implementing regullationjointly 

promulgated by the Board and the Department of the Treasury at 31 CFR 103.121, which 

require a customer identification program. 

3. In§ 211.24, add new paragraph Q) to read as follows: 
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§ 211.24 Approval of offices of foreign banks; procedures for applications; 

standards for approval; representative office activities and standards rJ approval; 

preservation of existing authority. 

* * * * * 

U) Procedures for monitoring Bank Secrecy Act compliance. 

( 1) [Reserved] 

(2) Customer identification program. Except for a federal branch 01 a federal 

agency or a state branch that is insured by the FDIC, a branch, agency, or representative 

office of a foreign bank operating in the United States is subject to the requirements of31 

U.S.C. 5318(1) and the implementing regulation jointly promulgated by the Board and the 

I 

Department of the Treasury at 31 CFR 103.121, which require a customer identification 

program. 

By order of the Board of Governors of the Federal Reserve System, April _, 

2003. 

Jennifer J. Johnson, 
Secretary of the Board. 
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Federal Deposit Insurance Corporation 

12 CFR Chapter III 

For the reasons set out in the preamble, the FDIC amends title 12, chapter III of the Code 

of Federal Regulations, as set forth below: 

PART 326- Minimum Security Devices and Procedures and Bank Secrecy Act 

Compliance 

1. The authority citation for part 326 is revised to read as follows: 

Authority: 12 U.S.C. 1813, 1815, 1817, 1818, 1819 (Tenth), 1881-1883; 31 U.S.C. 5311-
5314 and 5316-5332.2. 

2. Revise§ 326.8(b) to read as follows: 

§ 326.8 Bank Secrecy Act compliance. 

* * * * * 
(b) Compliance procedures. (1) Program requirement. Each bank shall develop 

and provide for the continued administration of a program reasonably desiJned to assure 

and monitor compliance with recordkeeping and reporting requirements set forth in 

subchapter II of chapter 53 of title 31, United States Code and the implementing 
I 

regulations issued by the Department ofthe Treasury at 31 CFR part I 03. re 

compliance program shall be written, approved by the bank's board of directors, and 

noted in the minutes. 
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(2) Customer identification program Each bank is subject to the requiremeTs of 31 

U.S. C. 5 318(1) and the implementing regulation jointly promu !gated by the ~Dl C and the 

Department of the Treasury at 31 CFR 103 .12ll which require a customer identification 

program to be implemented as part of the Bank Secrecy Act compliance proiram 

required under this section. 

* * * * * 
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By order of the Board of Directors of the Federal Deposit Insurance Corporation 

this_ day of Apri\2003. 

Valerie J. Best, 
Assistant Executive Secretary. 
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Office of Thrift Supervision 

12 CFR Chapter V 

For the reasons set out in the preamble, OTS amends title 12, chapter V oftfue Code of 

Federal Regulations, as set forth below: 

PART 563- SAVINGS ASSOCIATIONS- OPERATIONS 

1. The authority citation for part 563 is revised to read as follows: 

Authority: 12 U.S.C. 375b, 1462, 1462a, 1463,1464, 1467a, 1468, 1817, 

1820, 1828, 1831o, 3806; 31 U.S.C. 5318; 42 U.S.C. 4106. 

2. In§563.177: 

A. Revise the section heading; and 

B. Revise paragraph (b) to read as follows: 

§ 563.177 Procedures for monitoring Bank Secrecy Act (BSA) compliance. 

* * * * * 
(b) Establishment of a BSA compliance program (1) Program requirement. 

Each savings association shall develop and provide for the continued admiLtration of a 

program reasonably designed to assure and monitor compliance with the +ordkeeping 

and reporting requirements set forth in subchapter II of chapter 53 of title r· United 

States Code and the implementing regulations issued by the Department orhe Treasury 

at 31 CFR part 103. The compliance program must be written, approved oy the savings 

association's board of directors, and reflected in the minutes of the savings association. 
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(2) Customer identification program. Each savings association is suoject to the 

requirements of 3 1 U.S. C. 5318(1) and the implementing regulation jointly ,rom ulgated 

by the OTS and the Department of the Treasury at 31 CFR 103.121, which '!quire a 

customer identification program to be implemented as part of the BSA compliance 

program required under this section. 

* * * * * 

Dated: -------

James E. Gilleran, 
Director, Office of Thrift Supervision. 
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National Credit Union Administration 

12 CFR Chapter VII 

For the reasons set out in the preamble, NCUA amends title 12, chapter VII of the Code 

of Federal Regulations, as set furth below: 

PART 748- SECURITY PROGRAM, REPORT OF CRIME AND 

CATASTROPHIC ACT AND BANK SECRECY ACT COMPLIANCE 

1. The authority citation for part 748 is revised to read as follows: 

Authority: 12 U.S.C. 1766(a), 1786(q); 15 U.S.C. 6801 and 6805(b); 31 U.S.C. 5311 and 

5318. 

2. In § 748.2: 

A. Revise the section heading; and 

B. Revise paragraph (b) to read as follows: 

§ 748.2 Procedures for monitoring Bank Secrecy Act (BSA) compliance. 

* * * * 

0 
-ol------104 

457 



0 
0 
0 
0 
0 
0 
0 
0 ' 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 0 

(b) Establishment of a BSA compliance program (1) Program requirement. 

Each federally- insured credit union shall develop and provide for the contiJed 

administration of a program reasonably designed to assure and monitor comlliance with 

the recordkeeping and recording requirements set forth in subchapter !I of Japter 53 of 
. . I 

title 31, United States Code and the implementing regulations issued by the Department 

of the Treasury at 31 CFR Part I 03. The compliance program must be writtln, approved 

by the credit union' sboard of directors, and reflected in the minutes of the tdit union. 
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(2) Customer identification program. Each federally- insured credit union is 

subject to the requirements of 31 U.S. C. 5318(1) and the implementing regulation jointly 

promulgated by the NCUA and the Department of the Treasury at 31 CFR I 03.121, 

which require a customer identification program to be implemented as part of the BSA 

compliance program required under this section. 

* * * * 

Dated: April~' 2003. 

Becky Baker, 
Secretary of the Board, National Credit Union Administration. 
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LANSING ECONOMIC DEVELO~~MENT 
CORPORATION 

I 
401 S. WASHINGTON SQ., SUITE 100, LANSING MI 48933, PHONE: (517) 483-4140 RAX: (517) 483-6057 

www .edc.cityoflansingmi.com 

Lansing Economic Development Corporation 
Lansing Tax Increment Finance Authority 

Virg Bernero, Mayor Lansing Brownfield Redevelopment Authority 

Ms. Barbara Q. Velarde 
Chief, Office of Service Center Operations 
20 Massachusetts Ave., NW 
Room 2123 
Washington, D.C. 20529 

Dear Ms. Velarde: 

Lansing Regional SmartZonesm 

It is the objective of the Lansing Economic Development Corporation (LEIDC) to obtain 
I 

an EB-5 Regional Center designation for the city of Lansing, with the intent of uti
1

1izing foreign 
investment to spur economic development within the city and the entire Greater Lansing 
region. Michigan's recent economic struggles and those related to the automotiJe industry 
have had a profound impact on Lansing's economic makeup. The LEDC feels t~at by utilizing 
the EB-5 investment program the city can better leverage our assets and positior

1 

Lansing as a 
leader in Michigan's economic rebound. 

Like most mid-western industrial cities, the core community of Lansing has been 
decimated by urban sprawl of surrounding townships, high unemployment, aging 
infrastructure, contaminated properties, declining public school systems, and high property 
taxes. Additionally the city has seen unemployment rates grow to over 150% of the national 
average.. I 

However, even with the many challenges the city faces there is plenty of optimism. In 
the past two years there has been a renewed interest in downtown development and the city 
has made huge strides: 

• New private investment exceeding $600 million dollars over the past two years. 
• 897% increase in private investment since 2005. 
• 443% increase in private job creation since 2005. 
• 277% increase in job retention since 2005. 

The LEDC Regional Center intends to capitalize on recent momentum by focusing 
foreign investment toward target markets and industries that have proven successful track 
records and a demonstrated need in our community. These markets include: 

• Mixed-use Urban Real Estate Development 
• Hospitality I Tourism 
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• Manufacturing I Warehousing 
• Info-, Bio-, & High- Technology Companies 
• Higher Education 

Lansing continues to emerge as a true urban destination as well as a hub for 
I 

technological innovation. Increased demand for investment capital has presented 
unprecedented opportunities and the implementation of the EB-5 Regional Cent~r program will 
allow the city to open its doors to international capital and position itself as a city that is 
receptive to the global economy. I appreciate your consideration of our request ~nd look 
forward to your concurrence with our proposal. 

Rob~ . r zise, Jr. 
President & CEO 
Lansing Economic Development Corporation 
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Description of Geographical Boundary 

The Lansing Regional Center will invest all EB-5 funds within the geographic 
boundaries of the city of Lansing including all applicable properties subject to State of 
Michigan Public Act 425 agreements. The boundary of the proposed Regional 
Center is graphically represented in the attached map. 
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Investment Objectives & Target Industries 

Investment Objectives: 
It is the intent of the Lansing Regional Center to serve as an equity partner in 
qualified companies or projects which will provide investors with minimized ~isk, 
and favorable return on investment while contributing to the economic growth of 
the City of Lansing and subsequently the Greater Lansing Region. 

Target Investments: 
Business investment and development in the City of Lansing througH the 

Lansing Regional Center will focus on key industries which show strong 
indications of growing market demand, expansion capabilities, growing 
employment demand and high returns on investment. The Lansing Regional 
Center will focus on investing in projects within the following target markets: 

• Mixed-use Urban Real Estate Development 
• Hospitality I Tourism 
• Manufacturing I Warehousing 
• Info-, Bio-, & High-Technology 
• Higher Education 

Mixed-use Urban Real Estate Development: In the past 3 years downtown 
Lansing has emerged as the premier urban live I work destination in midi 
Michigan and has yet to meet capacity in this regard. The central businJss 
district continues ~o regain market share i.n r~gards to co.mmercial ~ffice .\ 
space as compames seek to abandon UbiqUitous sprawling township offrce 
parks for true urban offices that are essential to attracting today's young I 
urban oriented talent. In fact the majority of the city's new residential and 

I 

retail units, 450 units in 3 years. have been brought online with almost 100% 
absorption and the trend is not slowing. The Lansing Regional Center lobks 
to accelerate this progress by partnering with real estate developers to 
transform downtown with new projects that will meet and appeal to the 
demand currently created by the city's large student population and growling 
young professional crowd. The presence of three world class higher 
education providers in Michigan State University; Cooley Law School, an~ 
Lansing Community College have provided the region with an unbelievable 
talent pool and a population searching for new urban living and entertainrh,ent 
options. Examples of such projects include loft condominiums and 
apartments, street level bars and restaurants, new class A office space, 
cutting edge entertainment venues, and entrepreneurial incubator space. As 
the global economy continues to expand, new opportunities are being created 
that encourage our young talent pool to stay and grow the city and state, and 
the Lansing Regional Center will be a key component in creating a true 
vibrant urban community essential to the retention of these talented 
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individuals and entrepreneurial businesses. 

Hospitality I Tourism: Recently the city of Lansing has also become a true 
entertainment and conference mecca, which is no wonder given the region's 
abundant resources: - I 
• The 120,000 s.f. municipally owned Lansing Center is the region's p~femier 

conference and banquet facility and host to plethora of meetings, tra' e 
shows, and special events. 

• The enormously successful Lansing Lugnuts baseball franchise, the ~lass 
A Midwest League affiliate of the Toronto Blue Jays; and their magnificent 
Oldsmobile Park Stadium constructed in 1996. \ 

• The nationally recognized week long Common Ground Music Festiv11 with 
over 30 bands on 3 stages, which has doubled in attendance to near y 
100,000 spectators over the past 5 years. 

• The Wharton Center for the Performing Arts located at Michigan State 
University, which in 2006 ranked #5 in attendance among global theJter 

I 

venues ahead of some of the world's most storied venues including tre 
Radio City Music Hall and Royal Albert Hall. 

The city, working in tandem with the Greater Lansing Convention and Visitors 
Bureau, and the Lansing Entertainment & Public Facilities Authority planb to 
continually invest in marketing a strong tourism and convention industry 
supported by new real estate development, expanding entertainment 
opportunities, and a centralized location. The Lansing Regional Center will 
target specific tourism related projects including downtown hotels, conve\ntion 
center expansion plans, a new performing arts center, and the creation of a 
state of the art movie studio soundstage to accommodate Michigan's ra~idly 
growing film industry. 

Manufacturing I Warehousing: From the founding of Oldsmobile to the two 
most advanced and new manufacturing plants in the General Motor's \ 
portfolio, Lansing has a deep history in manufacturing. In addition to GM, 
Lansing is home to some the world's largest manufacturing companies \ 
including Barnes Aerospace, Pratt & Whitney, and Johnson Controls. Yet, 
like many mid-Western cities, Lansing has also faced the problems of a j 
manufacturing dependent economy and the growing pains associated wi h 
increased global competition. However, through entrepreneurship, univeJsity 
research, and utilization of the city's highly trained workforce; new niche 
market high-tech manufacturing opportunities are arising. Innovative 
companies such as Demmer Corporation and Niowave Inc, are each 
respectively leading the way in defense contracting and particle accelera or 
technologies. In fact, through diversification, as well as aggressive action by 
the Lansing EDC, Demmer Corporation has added over 1,000 new 
employees in the last 3 years! And the future of manufacturing in Lansing 
continues to brighten as new innovative manufacturing companies utilizidg 
Michigan State University patents and research are continuously emergirtg 
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with technologies the world has never seen before. These companies present 
tremendous growth opportunities as well as the potential for enormous J 

international product export potential. The Lansing Regional Center will invest 
in projects related to the growth of this rapidly diversifying sector includihg · 
investment in product warehousing, manufacturing incubators; companY, 
expansion, and capital for university patented technology start-ups. 

Info-, Bio-, High- Technology: In recent years Lansing has quickly become 
a hub of growth in the fields of information and bio-technology. Betwee~ 
1998 and 2004, the greater Lansing Information Technology industry gr~w by 
20 percent, which is about seven times faster than the rate for all jobs. fhis 
continued growth can be attributed to the number of institutions of higher 
learning and the availability of talent in the Lansing region. This growth I 
potential has led to recent announcements that will not only transform Greater 
Lansing's regional economy, but possibly the world. It was recently 
announced that Michigan State University will serve as the home of the 
Facility for Rare Isotope Beams (FRIB) furthering MSU's prowess as the 
nation's premier institution for particle acceleration research. Additionally, IBM 
recently announced the creation of a new Global Data Center at MSU, t~~ e 
first of its kind in the United States. Even with all of the success, when 
compared to other regions Lansing has yet to reach full potential for growth in 
this sector. Lansing Regional Center funds will focus investment to 
encourage entrepreneurship and assist rapidly growing companies. 
Investments may include high-tech incubator development, university/st~dent 
entrepreneur incubator development, start-up capital investment, as well as 
storage and laboratory services. 

Higher Education: The greater Lansing region is home to a very large 
number of higher education institutions which continue to gain global 
influence. The Lansing Regional Center will be uniquely positioned to assist 
these institutions with the expansion of educational and research relate~ 
facilities. Potential projects would involve the following institutions: J 

• Michigan State University- One of the world's largest universities 
(42,000+ students) and home of some of the world's leading resellarch 
including the newly awarded site for the Facility for Rare Isotope 
Beams (FRIB) which further enhances MSU's prowess as the leatler in 
atomic research. I 

• Lansing Community College- Home of 20,000+ students, a· provider of 
outstanding vocational degrees and certifications, as well as a feJder 
for Bachelors degree programs to the State of Michigan's finest 
universities. 

• Thomas M. Cooley Law School- The nation's largest and most di1verse 
law school with a student base of approximately 3,000. 
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Economic Impact Modeling 

The Lansing Regional Center will utilize the United States Bureau of 
Economic Analysis RIMS II modeling system as the primary mechanism for 
determining indirect job creation associated with immigrant invested funds. However, 
it is important to note that, depending on the target industry, it is the intent of tHe 
Lansing Regional Center to invest in projects that will be able to reflect direct I 

employment creation figures that will satisfy EB·5 Regional Center requireme~ts. 
Due to the diversity of target industries to which investment will flow through 

the Lansing Regional Center it is our conclusion that the RIMS II modeling sysltem · 
will provide the most accurate depiction of the investments within our regional 
economy. Each investment will be analyzed thoroughly prior to fund disburserent to 
ensure that employment growth expectations will be attained. For example, sectors 
such as mixed·use real estate development projects may require the use of in~ustry 
specific ratios associated with employment and square footage. When these r~tios 
are utilized, all sources of information will be obtained from leading industry I 

resources and all citation and contacts will be provided with EB~5 verification reports. 
Information regarding the use of RIMS II multipliers as well as I 

applicable multipliers for the Greater Lansing Region can be found on immediately 
following pages. 
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I - GrYer Lansing RIMS II Economic Multipliers 

[ 
Multiolier I 

INDUSTRY 
Final Demand Direct !Effect 

Output Earnings Employment Value-added Earni~gs Employment 
(dollars) (dollars) liobsl (dollars) (dolldrs) Gobs) 

[ 
Agriculture, forestry, fishing, and hunting I 

1 Crop and Animla Production 1.7922 0.2667 15.7506 0.7795 2.6219 1.6602 
2 Forestry and Fishing and related activities 1.9029 0.7725 36.0869 0.9631 1!411 1.2619 

I 
Mining I 

l 3 Oil and gas extraction 1.3974 0.3443 6.4346 0.86 1.4303 1.983 
4 Mining, except oil and gas 1.4103 0.2784 5.3944 0.8379 1 591 2.2288 
5 Support activities for mininq 1.5358 0.2681 5.9544 0.8328 2.~206 2.6867 

I 

[ 
Utilities I 

6 Utilities 1.2917 0.2088 3.563 0.7735 11.576 2.7917 

Construction I 
7 Construction 1.7612 0.5283 14.6427 0.9368 1.~191 1.7722 

I 
I 

Manufacturing I 
8 Wood product manufacturing 1.6151 0.2984 8.3259 0.6644 2.0124 2.0842 
9 Nonmetallic mineral product manufacturinq 1.6939 0.4245 9.4985 0.8248 1.7179 2.1508 

[ 10 Primary metals manufacturinq 1.4964 0.3217 6.7138 0.551 1.~718 2.2166 
11 Fabricated metal product manufacturing 1.5853 0.3467 . 8.3438 0.7416 1.7581 1.922 
12 Machinery manufacturing 1.6245 0.4269 9.1841 0.7429 1:~323 2.036 
13 Computer and electronic product manufacturing 1.6376 0.403 8.7283 0.7307 1.17491 2.1982 

[ 
14 Electrical equipment and appliance manufacturing 1.525 0.3639 7.532 0.6783 1.~079 20699 
15 Motor vehicle, body, trailer, and parts manufacturing 2.0233 0.299 6.6231 0.609 3.028 4.8381 
16 Other transportation eQuipment manufacturinq 1.4425 0.3082 6.0647 0.7052 1.p101 2.223 
17 Furniture and related product manufacturing 1.7042 . 0.3159 7.847 0.7521 2.:2403 2.5685 
18 Miscellaneous manufacturinq 1.6943 0.5506 10.7663 0.8572 1.14978 2.0207 

l 19 Food, beverage, and tobacco product manufacturing 1.8604 ' 0.3157 9.1893 0.6888 ~.676 3.57 
20 Textile and textile product mills 1.5375 0.3249 8.6956 0.5825 1.17616 1.8489 
21 Apparel, leather, and allied product manufacturing 1.6099 0.4527 13.7619 0.8624 1 J5809 1.5929 
22 Paper manufacturing 1.4545 0.2519 5.6124 0.5764 1!9417 2.4672 

[ 
23 Printing and related support activities 1.6368 0.4599 11.7742 0.8341 1 !5809 1.732 
~4 Petroleum and coal products manufacturinQ 1 0 0 0 I 0 0 
25 Chemical manufacturinq 1.552 0.2637 5.0432 0.6315 2)1253 36404 
26 Plastics and rut:)ber products manufacturing 1.6051 0.257 6.1267 0.6552 2 1934 2.4269 

[ Wholesale Trade I 
27 Wholesale Trade 1.6381 0.4584 10.0223 1.0328 115921 2.0622 

I 
Retail Trade 

c 28 Retail Trade 1,721 0.4858 19.5613 1.0496 1~6155 1.393 

Transportation & Warehousing I 
29 Air transportation 1.5292 0.3618 8.2959 0.6543 1.6921 2.4061 

0 
30 Rail transportation 1.3601 0.1882 3.9612 0.7856 ~.065 3.1778 
31 Water transportation 1 ,0 0 0 0 0 
32 Truck transportation 1.7979 0.464 12.4267 0.9155 1.8328 1.9883 
33 Transit and ground passenqer transportation 1.752 0.5475 24.6993 0.9177 1.5708 U314 
34 Pipeline transportation 1.4715 0.2409 5,0892 0.6125 ~.2323 3.5516 

0 35 Other transportation and support actitivites 1.6927 0.6538 15.6905 1.175 1.3804 1.6005 
36 Warehousing and storaqe 1.7588 0.6671 18.9673 1.2117 1.3893 1.4 734 

I 
Information · 

0 
37 Publishinq includinq software 1.7662 0.4406 9.9805 0.9795 18789 2,5901 
38 Motion picture and sound recording 1.7177 0.4339 18.1524 0.8699 1.744 1.4724 
39 Broadcasting and telecommunications 1.606 0.2917 6.7644 0.7972 2.1413 2.8483 
40 Information and data processing services 1.7975 0.3486 9.7329 0.8976. ~.5657 2.9658 

0 Finance and Insurance 
41 Federal Reserve banks, credit intermediation and related services 1.4555 0.3326 7.557 1 0366 1.5731 1.9725 
42 Securities, commodity contracts. investments 1.8851 0.6584 18.1622 1.0453 1.5516 1.6312 
43 Insurance carriers and related actiivities 2.2097 0.5395 12.3695 1.0737 ?.2495 2.6908 

0 44 Funds, trusts, and other financial vehicles 1.6004 0.3734 8.2568 0.5798 .8892 2.5757 

Real estate and rental and leasing 
45 Real estate 1.3804 0.1496 5.0332 0.9229 2.7249 2.2475 

0 
46 Rental and leasing services and lessors of tangible assets 1758 0.255 8.0042 0.8334 4 0137 3.5711 

Professional, scientific, and technical services I 
4 7 Professional. scientific. and technical services 1.8215 0.6314 13.9678 1.1083 ".5304 1.98 

~o 
I 
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.[ 0 Management of companies and enterprises \....,) I 
I 

48 Management of companies and enterprises 1.9009 0.6401 11.3205 1.1328 1.Q604 2.4951 

[ Administrative and waste management services I 
~9 Administrative and support services . ' ~ .: . 1.7623 0.5828 21.7553 1.0665 1.5277 1.4242 

l Waste manaoement and remediation services 1.7841 0.4313 11.0674 0.9108 1.8586 2.1906 

:r Educational services 
51 Educational services 1.8925 0.658 28.0063 1.1162 1. 825 1.338 

I 
Health care and social assistance I 

L 
52 Ambulatory health care services 1.8192 0.6525 15.84 1.1498 1.4943 1.7531 
53 Hospitals and nursing and residential care facilities 1.8478 Q.6009 17.0924 1.0446 1.$613 1.6854 
54 Social assistance 1.8683 0.6878 42.8046 1.109 1.4743 1.1961 

I 

[ 
Arts, entertainment, and recreation I 

55 Performing arts, museums, and related activities 1.7942 0.5945 25.7107 1.149 1 .. 351 1.3694. 
56 Amusements, Qambling, and recreation 1.6959 0.4616. 20.3168 1.0421 1 .. 916 1.3502 

Accomodation and food services 

I 57 Accomodation 1.6652 0.4583 20.2805 1.0045 1.597 1.352 
58 Food services and drinking places 1.6995 0.4379 26.9427 0.8853 1.$965 1.2382 

I 
Other services 

[ 59 Other services 1.8712 0.5386 20.7486 0.9914 1.()864 1.4896 

Households 
60 Households 1.1215 0.2912 9.8777 0.6526 I 0 0 

[ 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
-0 --··-
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RIMS II Multipliers for Output, Earnings, 

and Employment 

RIMS II provides users with five types of multipliers: 
Final-demand multipliers for output, for earnings, and 
for employment and direct-effect multipliers for earnings 
and for employment. These multipliers measure the eco
nomic impact of a change in final demand, in earnings, 
or in employment on a region's economy.6 This section 
defines the RJMS II multipliers and gives brief examples 
of their use. (For a detailed discussion of the source 
data and methods used in the derivation of the RlMS II 
multipliers, see appendix A.) 

Final-Demand Multipliers for Output 

The final-demand multipliers for output are the basic mul
tipliers from which all the other RIMS II multipliers are 
derived. They are presented in the final-demand output 
multiplier table. (For a sample of this table, designated 
as table 1.1, see appendix D.) In this table, each column 
entry indicates the change in output in each row indus
try that results from a $1 change in final demand in the 
column industry. The impact on each row industry is 
calculated by multiplying the final-demand change in the 
column industry by the multiplier for each row. The total 
impact on regional output is calculated by multiplying the 
final-demand change in the column industry by the sum 
of all the multipliers for each row except the household 
row. 7 

For example, suppose that final demand in the food 
products machinery industry in the Kansas City BEA eco
nomic area (hereafter called the Kansas City economic 
area) increa·ses by $1 million.~ The effect ofthis increase 
in output on output in each industry in the economic 

6. The tenn "change in final demand," rather than the "change in output 
delivered to final users," is used in this handbook because of its widespread use 
in regional impact analysis. 

The impact of an increase in final demand, earnings, or employment differs 
from that of a decline only by the sign of the impact. 

7. The household row is excluded to avoid double counting, because each 
of the other row entries already includes earnings paid to households. 

8. For a listing of the 1721 A BEA economic areas and associated metropoli
tan areas, see 3ppcndix E . For a discussion of the procedure used to define 
the BEA economic areas, see Kenneth P. Johnson, "Redefinition or the SEA 
Economic Areas." S;;RVE\" OF CUIUtENT BUSlNESS 75 (february I 995): 7 5-81. 

area is calculated from the column o~final-demand out
put multipliers for the food products rpachinery industry 
(summarized in column 1 in table A ).91According to these 
calculations, the output of the farm products and agri
cultural, forestry, and fishing serviceslindustry increases 
by $15,000 (0.0150 times $1 million); the output of the 
industrial machinery and equipment iliidustry, which in-

1 

eludes the food products machinery t'ndustry, increases 
by $1.0393 million (1.0393 times $1 million); and total 
output in the economic area increases y $2.0655 million 
(2.0655 times $1 million). 

Table A.-Final-Demand Multipliers for the Food Prod
ucts Machinery Industry, Kansas ICity, MO-KS Eco
nomic Area 

OutpLt Earnings Employ-
Industry ment 1 

(dollar) (dollars) Uobs) 

(1) (2) (3) 

Farm products and agricultural, forestry, and 0.0~50 fishing services .......................................... 0.0036 0.2846 
Industrial machinery and equipment ............. 1.0893 .3072 9.8743 
All other industries ........................................ 1.0~ 12 .2983 14.1743 

Total .............................................................. 2.0655 .6091 24.3332 

1. The employment multiplier is measured on the basis of a $1 million change in output 
delivered to final demand. 

Multipliers for Ear nings 

RlMS II provides two types of multipt,Iers for estlmatmg 
the impacts of changes on earnings: F~nal-demand multi
pliers and direct-effect multipliers. THese multipliers are 
derived from the table offinal-demandloutput multipliers. 

The final-demand multipliers for earings can be used 
if data on final-demand changes are I :vailable. In the 
final-demand earnings multiplier table

1 
each column entry 

indicates the change in earnings in eacp row industry that 
results from a $1 change in final deJand in the column 

I 
industry. The impact on each row industry is calculated 
by multiplying the final-demand charge in the column 
industry by the multiplier for each rmy. The total impact 

9. For the complete final-demand output multiplibr table for this economic 
area, see RIMS t:ahic I I in 11ppcndix D. 

3 
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4 0 REGIONAL MULTIPLIERS 0 
on regional earnings is calculated by multiplying the final
demand change in the column industry by the sum of the 
multipliers for each row. 

For example, the effect of a $1 million increase in 
final demand in the food products machinery industry on 
earnings in each industry in the Kansas City economic 
area is calculated from the multipliers for earnings in 
column 2 in table A . According to these calculations, 
earnings in the farm products and agricultural, forestry, 
and fishing services industry increases by $3,600 (0.0036 
times $1 million); earnings in the industrial machinery 
and equipment industry increases by $307,200 (0.3072 
times $1 million); and total earnings in the economic area 
increases by $609,100 (0.6091 times $1 million). 

The direct-effect multipliers for earnings can be used 
if data on the initial changes in earnings by industry are 
available. In the direct-effect earnings multiplier table, 
each entry indicates the total change in earnings in the 
region that results from a $1 change in earnings in the 
row industry. The total impact on regional earnings is 
calculated by multiplying the initial change in earnings 
in the row industry by the multiplier for the row. 

For example, suppose that output in the food products 
machinery industry in the Kansas City economic area in
creases so that workers in the industry will have additional 
annual earnings of $1 million. The effect of this increase 
on total earnings in the economic area is. calculated by 
multiplying the initial change in earnings of$1 million by 
the multiplier in the row for the food products machinery 
industry in the direct-effect earnings multiplier table. The 
multiplier is 2.0829, so the total impact on the economic 
area is an earnings increase of $2.0829 million (2.0829 
times $1 rnillion).Hl 

Multipliers for Employment 

RJMS II provides two types of multipliers for estimating 
the impacts of changes on employment: Final-demand 
multipliers and direct-effect multipliers. These rnulti
piiers are derived from the table of final-demand ·output 
multi pliers. 

The final-demand multipliers for employment can be 
used if data on final-demand changes are available. In 
the final-demand employment multiplier table, each col
umn entry indicates the change in employment in each 
row industry that results from a $1 million change in final 
demand in the column industry. The impact on each row 
industry is calculated by multiplying the final-demand 
change in the column industry by the multiplier for each 

. I 0. The multiplier is from RIMS table 1.4, which is not included in this 
handbook. 

row. The total impact on regional e ployment is cal
culated by multiplying the final-demknd change in the 
column industry by the sum of the j1ultipliers for each 
row. 

For example, the effect of a $1 milli n increase in final 
demand in the food products rnachinetv industry on em
ployment in each industry in the Kan~~s City economic 
area is calculated from the multiplie~s for employment 
in column 3 in table A . According] to these calcula
tions, employment in the farm products and agricultural, 
forestry, and fishing services industry increases by 0.2846 
jobs (0.2846 times 1 for each $1 mdlion change in fi
nal demand); employment in the industrial machinery 
and equipment industry increases by 9j8743 jobs (9.8743 
times 1 ); and total employment in tpe economic area 
increases by 24.3332 jobs (24.3332 tirpes 1 ). 

The direct-effect multipliers for employment can be 
used if data on the initial changes if, employment by 
industry are available. In the direct-effect employment 
multiplier table, each entry indicateJ the total change 
in employment in the region that res~lts from a change 
of one job in the row industry. T~e total impact on 
regional employment is calculated by multiplying the ini
tial change in employment in the rot industry by the 
multiplier for the row. 

For example, suppose that output in the food products 
machinery industry in the Kansas City economic area 
increases so that 1,000 new jobs in th~ industry are cre
ated. The effect of this increase on total employment in 
the economic area is calculated by multiplying the initial 
change in employment of 1,000 jobs 9Y the multiplier in 
the row for the food products machin~ry industry in· the 
direct-effect employmentmultipliertalhle. The multiplier 
is 2.601, so the total impact on the ecodomic area is 2,601 
new jobs (2.601 times 1,000).1 1 

Choosing a Multi , Her 

The choice of multiplier for estimating the impact of a 
project on output, earnings, and emplo~ment depends on 
the availability of estimates of the initi~l changes in final 
demand, earnings, and employment. If the estimates of 
the initial changes in all three measure~ are available, the • 
RlMS II user can select any ofthe RJMS II multipliers. To 
assess the reasonableness of the impabt estimates based 
on the multip.lier selected, the user can !compare these es
timates with the estimates based on the other multipliers. 
In theory, all the impact estimates shoJld be consistent. 1 c 
__ . I 

I 1. The multiplier is from RIMS table 1.4, whict is not included in this 
handbook . 

12. The impact estimates based on the product of the initial change in final 
demand and the final-demand multiplier for earningJ (or employment) reflect 
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In theory, all the impact estimates should be consistent. 12 

If the available estimates are limited to initial changes in 
final demand, the user can select a final-demand multi
plier for impact estimation. If the available estimates are 
limited to initial changes in earnings or employment, the 
user can select a direct-effect multiplier. 13 

12. The impact estimates based on the product of the initial change in final 
demand and the final-demand multiplier for earnings (or employment) reflect 
national average relationships between output and earnings (or employment). 
In contrast, the impact estimates based on the product of the initial change 
in earnings (or employment) and the direct-effect multiplier for earnings (or 
employment) reflect regional relationships between output and earnings(orem
ployrnent). If the regional relationships differ from the national relationships, 
the two sets of estimates will differ and the estimates based on the direct-effect 
multipliers are preferable. 

13. In this instance, the user typically estimates earnings or employment 
impacts. However, by converting the initial changes in earnings or employment 

In some instances, such as estima ing the impact of 
shutting down an industry in a region, the user must select 
the output-driven multiplier for impadt estimation. 1 ~ The 
output-driven multiplier measures the llchange in output in 
each row industry that results from a $1 change in total 
industry output in the column industryrnder study. Using 
the output~driven multiplier instead 9f the final-demand 
output multiplier ensures that the impact of the industry's 
shutdown on its own output will not e· ceed that output. 

into final-demand changes, the user can also estima e output impacts.· For the 
conversion method, see the section "Initial Changes" 

14. This multiplier, though not a part of RIMS I can be derived from the 
final-demand output multiplier table. See appendix . 
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Lansing Regional Center Operational Finances 

It is the intent of the Lansing Economic Development Corporation to 
incorporate the expenses of Lansing Regional Center activities within the fiscal year 
2008~2009 into the LEDC's current budget (see attached) ending June 30th, 2009. 
This funding will be continued with subsequent budgets: 

Operating Budget (Application- June 30, 2009) 
Director's Salary (20 hrs I week): $10,750 
Marketing I Promotions: $8,000 
Legal/ Audit: $3,000 

The LEDC will be requesting a $38,590 budget increase for fiscal year 009-
2010, and the program has the support of the administration in this request. 

Operating Budget (July 1, 2009- June 30, 201 0) 
Director's Salary (fulltime): $ 58,000 
Marketing I Promotions: $25,000 
Legal/ Audit: $ 15,000 

Funds related to the EB-5 Regional Center will be allocated from the LEDC's 
yearly services contract with the city of Lansing. 

Additionally, the LRC plans to assess a $30,000 non-refundable applica~ion 
fee in addition to an investors required capital investment which will be used fol 
administrative and legal costs. Understanding that marketing and staff costs w II 
accrue prior to the receipt of immigrant investment funds, the LRC plans to utilize the 
LEDC budget as previously stated. · I 

The allocated funds will sustain the EB-5 Program with sufficient emphasis on 
marketing and legal, as well as adequate staffing expenses. I 

The LEDC has the sole discretion over the use of all allocated budget funds. 
Because the LEDC will serve as director of the EB-5 Regional Center all funds will be 
secure. 
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LANSING ECONOMIC DEVELOPMENT CORPORATION FY 2009 BUDGET 

0 0 As of 5/27/08 Q 
FY 2008 2008 Difference of FY 2009 Difference of 

OPERATIONAL REVENUES FY 2008 Actual ear -End 2008 Budget & Proposed 2008-2009 
Account Code DescriQtion Budget Year-to-Date Projection Year-End Rroj Budget Budgets 

'0 280.600002 Parking System Revenue 12,000 2,550 14,576 
I 

2,5~6 12,000 
""0.616101 Application Fees (Non-Brownfield) 19,500 18,000 18,500 (1,0p0l 13,000 (6,500) 

).616102. Brownfield Application Fees 7,500 34,500 34,500 2~:~~~ 14,000 6,500 
J.635003 Contract Service LBRA (Admin Fee) 62,319 72,051 72,051.00 66,638 4,319 

0 280.635004 Contract Service EPA Admin (BCRLF, Petro, HazSub) 2,750 151 151 (2,599) 100 (2,650) 
280.635006 Contract Service City 241,300 241,300 241,300 -I 339,160 97,860 
280.635008 EDNSmartZone 20,000 (20,090) 5,000 (15,000) 
280.670000 Interest Income 27,000 65,683 58,434 31,434 36,893 9,893 

0 
280.670301 Loan Interest Income 33,504 26,106 42,788 9.284 34,282 778 

From Fund Balance (Includes $10,000 Federal Public Affal"' council for 2008 I 
280.679100 and $4,196 LCMF Loan Defau" conOngency for 2009) 20,000 10,000 (10.r 4,196 (15,804) 
280.680000 Miscellaneous Revenue 2,380 2,380 2,3 0 100 100 
280.680002 Annual Issuer's Fees 4,600 4,600 4,600 

0 
280.696282 Operating Transfer- TIFA 273,399 282,467 9,0 8 290,614 17,215 

Subtotal 723,872 462,721 781,747 57,8r5 820,583 96,711 

I . PROGRAM REVENUE (PASS THRU) 0 280.547003 EDC-MDEQ Grant 2007 10,000 7,426 7,426 (2,5j4) (10,000) 
280.547004 Cool Cities Grant 65,000 61,725 61,725 (3,2j5) 35,000 (30,000) 
280.635012 Fa93de Grant (Michigan lntelfailh Trust Fund) 23,500 37,189 37,189 13,6~9 (23,500) 
280.679100 Fund Balance ($12, 110 IT lnitialiveJ$81 ,564 Fayade Grant Funds) 93,674 (93,6~4) 58,753 (34,921) 

0 Subtotal 192,174 106,340 106,340 (85,834) 93,753 (98,421) 

I 
Total Revenue 916,046 569,061 888,087 (27,9S9) 914,336 (1,710) 

0 OPERATIONAL EXPENSES 
FY 2008 Difference 1 FY 2009 Difference of 

FY 2008 FY 2008 Year-End 2008 Budge~ & Proposed 2008-2009 
Account Code DescriQtion Budget Year-to-Date Projection Year-End Prbi Budget Budgets 

0 
280.172650.702000. Salaries 383,600 333,129 376,991 

I 
389,700 (6,60,9) 6,100 

280.172650.715000. Fringe Benefits . 9,000 8,278 7,941 (1,0,9) 9,000 
280.172650.715002. Fringe Benefit Cafeteria Plan 161,100 123,922 146,820 (14,2810) 163,700 2,600 
280.172650.741000. Miscellanious Operating (Includes $10,000 Public Affairs Council in 2008 35,000 18,108 23,019 (11,981) 15,000 (20,000) 
?80.172650.741200. Promotions/Marketing 68,219 45,133 55,209 (13,01pl 150,452 82,233 0 !).172650.741810. Dues and Subscriptions . 1,325 1,100 1,145 

(4~;:~~ 
2,205 880 

).172650.743000. Contractual Services (Audit & Legal Fees) 22,500 17,752 17,752 23,300 800 
, "tl0.172650.744000. Utilities 10,300 8,449 8,955 (1,345) 15,180 4,880 
I 280.172650.745100. Building Rental 20,028 20,028 20,028 (2,~ 1~) 20,028 
! 

0 
280.172650.747000. Training/Conference 10,000 5,893 7,886 25,000 15,000 

1 

280.172650.748000.1nsurance & Bonds 2,800 2,506 2,506 (~9e 2,822 22 
· 000.000000.000000 LCMF Loan Default 4,196 4,196 

Subtotal 723,872 584,298 668,252 (55,62p) 820,583 96,711 

D PROGRAM EXPENSE (PASS THRU) I 
I 

280.172650.743020 Fund Balance (Michigan lntelfaith Trust Fund Grant Funds) 23,500 15,000 37,189 13,689 (23,500) 
! 280.172650.743020 Fund Balance (12,110 IT lnitiative/$81,564/Fayade Grant Funds) 93,674 34,921 58,753 (34,92\J 58,753 (34,921) 

0 280.172650.743021 Cool Cities Grant 65,000 98,925 61,725 (3.27S) 35,000 (30,000) 
I 

280.172650.97 4020 EDC-MDEQ Grant 2007 10,000 7,426 7,426 (2,571) (1 0,000) 
Subtotal 192,174 156,272 165,093 (27,081) 93,753 (98,421) 

I 

0 
Total Expenses 916,046 740,570 833,345 (82,70 1) 914,336 (1,710) 

Difference between Revenue and Expense 0 (171 ,509) 54,742 54,742 0 0 

0 Revised Apri124, 2008 Revised Apri124, 2008 

0 

~ 
~ 
i 

I 

~ 
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Escrow & Custodial FinanCial Services 

The Lansing Regional Center has entered into agreement with Fifth Thi d 
Bank to serve as escrow and custodial agent with all funds related to the Lansimg 
Regional Center EB-5 Immigration through investment program. 

Fifth Third will perform custodial services for all escrowed funds and will serve as the 
primary contact for all funds related to the Regional Center. Invested funds will I 

undergo a comprehensive due diligence process performed by Fifth Third Bani< to 
certify all invested funds were obtained legally and in adherence with the U.S. FPatriot 
Act Section 326 as provided in Appendix 1 of this application. 

In addition to the performance of escrow and custodial services Fifth Third Ban~ will 
handle all foreign currency exchange and provide all interested applicants with a full 
suite of expatriate banking services to assist with all aspects of financial plan ing 
when locating to the United States. A description of these services is provided in 
subsequent pages. 

Contact Info: 

Bill Christenson, CISP, CTFA 
Vice President 
Senior Private Client Administrator 
2501 Coolidge Rd., Ste. 102 
MD RLANIC 
East Lansing, Ml48823 
william.christensen@53.com 

Curtis 0. Ballast, Vice President 
Fifth Third Bank - Institutional Services 
111 Lyon Street NW 
MD #RMNR1C 
Grand Rapids, Ml 49503 
PH: 616-653-5235 
curt.ballast@53.com 

·I 
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INTERNATIONAL BANKING NETWORK 

Fifth Third Bank maintains an extensive footprint 

throughout the United States. Additionally. 

representatives of our International team are 

strategicaUy positioned in Toronto. Canada and 

Brussels, Belgium. 

We offer the products. services. and talented team of 

financial experts you need to fransforn1 your evolving 

business and successfully operate on a global scale. 

for more informotJon on Fifth Third Bank's International 
Banking Solutions, plea:se visit www.$3.com ~ 

FIFTH THIRD BANK •4.J: Cf AI<QU$( 2007 

~:,~·~1~:.-~ ~::~: .. :~~~:;;;~~ ;~;~;;;::Jt:.:~::~-:~~::::;~ot;~:::;~..!.~:;~~.:·. G) 
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· Fifth Third Bank's 
International Team 

Our commitment to the International community 

is supported by a large team of specialized 

International Bankers whose primary focus is 

understanding and meeting your specific needs in 

the financial marketplace. 

Ar a glance, our team Lf ... 
• Strategically dispersed to better understand local 

economies and have direct access with the clients 
they serve. 

c Easily accessible to European parent companies 

through our office in Brussels. Belgium. 

• Supported by a full service Canadian branch 

in Toronto. 

• Currently servidng .the needs of more than 

1.200· foreign-owned cOrporate clients ·and 5,000 

c=J (:=J c::::J CJ 

@ 
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BANKING SOLUTIONS 

Fifth Third's International Banking Team has the 

experience, insight and resources to deliver a 

our 
financial solutions to minimize risk and maximize 

opportunities in the international marketplace. 

Fifth Third Bankts broad array of 
banking services Include: 

.. Cash Management and depository services for 

U.S. and foreign parent companies. 

• Internet Banking provides a secure channet 

facilitating balance reporting. funds transfers. and 

receivable and ~ayable solutions. 

• Lockbox/lmaging service for U.S. check collection 

potentially reducing float and increasing cash t!ow. 

• Financing/Leasing for U.S. subsidiaries of foreign 

owned companies including line~ of credit. term 

loans and equipment financing. 

.. Credit" Card payment solutions through issuance 

Expatriate Banklng including depository and 

CJ c:J c:J c:J c::::J CJ 
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Legal Services · 

Legal services for the Lansing Regional Center will be provided by Foster, 
Swift, Collins and Smith, P.C. a Michigan based multi practice law finn which wab 
established in 1902. Foster Swift will be handling all administrative work regardihg 
immigration documents as well as overseeing the execution of all escrow and 
partnership agreements related to Lansing Regional Center projects. 

Contact Info: 

Gary J. McRay 
Shareholder 
Foster, Swift, Collins and Smith, P.C. 
313 S. Washington Sq. 
Lansing, Ml 48933 
517-371-8285 
gmcray@fosterswift.com 

All Lansing Regional Center applicants will be encouraged to obtain persl!mal 
immigration consul prior to the transfer of funds to ensure compliance with Unite~ 
States Immigration law and that all obligations are met with the Office of Home Land 
Security. 
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Marketing I Promotional Efforts 

Lansing is an international community. The city has large immigrant an~ 
refugee populations as well as a significant international student body. Additionally 
the city is continuing to build upon its assets through its continually evolving Si1ster & 
Friendship City program, which is helping to elevate Lansing's international 
reputation to cultural and economic exchange in the global economy. 

The Lansing Regional Center plans to implement a multi·level marketi~g 
strategy to generate interest in open investment opportunities. Marketing stra1egies 
tend to evolve as a campaign unfolds. Howevt;r, the Lansing Regional Center plans 
to implement the following techniques upon receiving the regional center designation. 

1.) Reliance on Existing Business Relationships 
The Lansing EDC has forged a number of relationships with many 

international and immigrant businessmen whom now call Lansing home yet are still 
very connected to the business communities in their respective home cities, afd 
have volunteered to assist with the distribution of print materials as well as organize 
small symposiums for interested investors to gather information about the program. 

2.) Michigan Economic Development Corporation· Shanghai Office 
The Lansing EDC has permission to distribute marketing materials through 

the Michigan EDC's Shanghai office in regards to the Lansing Regional Centet. The 
MEDC is deeply entrenched within the Chinese business community recruitind 
companies to invest in Michigan and also assisting Michigan based companie$ with 
their expansions into China. Due to the nature of their daily operations, utilization of 
the MEDC will be critical in getting promotional materials in front of our target nharket. 

Contact Info: 
Harry C. Whalen 
Manager International Business Development 
State of Michigan 
Michigan Economic Development Corporation 
300 North Washington Square 
Lansing, Michigan 48913 U.S.A. 
Tel: (1) 517.241.4554 
Fax: (1) 517.241.3689 
e-mail: whalenh@michigan.org 

3.) Consulate General of the People's Republic of China 
The Consulate General has agreed to assist the city of Lansing in marketing 

the Lansing Regional Center. This connection will allow a direct link to the Lanking 
Regional Center from the Consulate General's website, and provide a unique 
opportunity to foreign investors interested in Mid·west prospects. 

Contact info: 
Ping Huang 
Consul General 
Consulate-General of the People's Republic of China 
Chicago, IL 
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4.) Fifth Third Bank International Offices 
Fifth Third Bank has committed the company's International Desk, located in 

Brussels, Belgium, for distribution of marketing materials. In addition, Fifth Thi~d has 
agreed to market the program to clients who will be potential users. This will ~e a 
key partnership as Fifth Third is seeking to expand their global presence and the 
Lansing Regional Center will be at the forefront of this expansion. 

5.) Website 
The Lansing Regional Center will also be marketed heavily on the internet 

through the Lansing EDC's website. The website design and deployment is b~ing 
coordinated by Spartan Internet Consulting, which is a leading company in the! field of 
internet marketing and strategic implementation. By utilizing cutting edge anal}ltical 
tracking tools the website will be enabled to seek out potential investors and prrovide 
the Lansing Regional Center with unprecedented global exposure. 

6.) EB-5 Brokers 
When necessary, the Lansing EB-5 Regional Center will work with broKers in 

I 

countries where this type of process is customary. Through the broker network the 
Lansing Regional Center will gain true global exposure. l 
7.) Greater Lansing Office of New Americans . 

Under the guidance of Lansing Mayor Virg Bernero, Michigan State Uni
1 
ersity, 

and the Lansing Economic Area Partnership (LEAP) an initiative has been created 
that will position the greater Lansing region as a true international community. The 
Office of New Americans (ONA) is a new program under development that will 
coordinate all of the community.'s international assets to ensure that greater Lansing 
has a unified voice to the global community. The following are just a few of th~ 
office's ambitious objectives: leverage regional business assets into global ec~nomic 
growth, assist in the welcoming of refugee populations including employment 
initiatives to ensure that we do not under-employ the population's vast intellect, 
implementation of new international business associations, and many other 
innovative programs to cater to the international community. 

In an effort to securing funding for the launch of this initiative the Lansin9 EDC 
along with our partner organizations presented the initiative to Mr. Rick Foster, jVP for 
Programs, W.K. Kellogg Foundation. The presentation was led by Dr. Soji Adelaja, 
Director of Michigan State University's Land Policy Institute, and was very well I 
received by the W.K. Kellogg Foundation. So much so, that the Foundation has 

I asked for a formal proposal and suggested that several hundred thousand dollars 
would be made available to launch a pilot program. The formal proposal is bei~g 
drafted for submittal at this time. 
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Lansing Regional Center Operational Structure 

Overview of the Lansing EDC: 
The Lansing Economic Development Corporation (LEDC) is a nonprofit 
organization established in 1976 for the purpose of attracting, expanding and 
retaining business and industry in the City of Lansing. 

Our goals are: 
1.) Diversify our city's economy by assisting the private sector 

in the creation of jobs and investment. I 

2.) Create a sense of place that attracts the knowledge-base~ 
economy, entrepreneurial businesses, and young professionals to live and 
work in our global city. 

Detail of Services 

- Local Advocate for Business 
The LEDC acts as an ombudsman and business advocate on behalf of 

I 

a private business with City agencies, as needed. We conduct a full-
time pro-active business retention program, play a leadership rol~ and 
serve as a liaison with local, regional and state organizations. 

- Business Assistance 
The lEDC assists manufacturers and high technology firms in aP,plying 
for tax relief on construction or new equipment investments. We ~lso 
have the ability to issue tax exempt revenue bonds to finance or 
refinance private industrial or not-for-profit development projects. The 
LEDC supports the development of business related projects including 
assisting in the submission of grant and loan applications for 
infrastructure development. 

- Sites & Brownfield Redevelopment 
The LEDC provides confidential site search assistance for businesses 
looking for a new location, as well as supporting documentation fpr 
businesses to make informed real estate decisions. Additionally the 
LEDC operates the City's Brownfield Redevelopment Authority ~hich 
has the ability to offer financial and tax incentives to businesses ~or 
cleaning up and redeveloping contaminated and obsolete sites 'Ajithin 
the City. The LEDC also maintains an inventory of Brownfield sites and 

I 
can apply for State and Federal grants and loans to fund redevelopment 
efforts on Brownfield properties. 

- Residential Development 
The LEDC administers the Lansing Renaissance Zone program which 
offers exemption from most local and state taxes for business antll

1 

residential development located in the zone. The LEDC also 
administers Neighborhood Enterprise Zones within the City that provide 
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tax incentives for the rehabilitation or new construction of residemtial 
housing. 

- Downtown Development 
The LEDC offers a matching grant and a loan program to encourage 
redevelopment in the core downtown area. Our "Building Facad~ 
Improvement" program offers up to $5,000 in matching grant funlds to 
encourage property owners and tenants to make needed exterio:r 
building facade improvements. Additionally the LEDC's Business 
Finance Assistance Program can provide loans to help busines~ 
development and expansion. · 

- Linking Lansing & U Initiative 
In 2006 Mayor Virg Bernero launched a new pro-active initiative, titled 
"Linking Lansing & U," with the sole purpose of developing progrrmming 
and out-reach efforts to engage Lansing's student population. 
Programming revolves around three distinct focuses: employme~t I 
internships, housing, and entertainment. Since its launch "Linking 
Lansing & U" has engaged over 1,000 students in a multitude of bvents 
including wildly successful job shadow days, networking events, and 
student volunteer opportunities. 

The LEDC is also actively involved in workforce development and econo~ic 
development initiatives on both the state and regional levels. These close ties 
bring access to additional resources and expertise including: vocational ~nd 
employment training, utilities, transportation, research and higher education 
and intergovernmental cooperation. 

Lm1sing EcotlOtnic DeveJoptnent Corporntion 
Orgnnizalion:\1 Ch.."'\rt 

~C:n·o.:. Ciry Co~ ucil. 
Dl;'Sit:~'\S Commuo~hrv. o1od 

'------,-------__r·---1 i('~1tffi E..:oaofJ< 
D<".>rJ.OPI'::t~al .. -\. .ncu:t 

hln Sn"lmu.ta.l<:: L\luchelk'. Smith 
Ditr<:tot:. E.B-> .R.t-gio;l.:ll c~uter Office ~~agcox 

Dict>ctor. So;.u.h .. ~k Ol~C"t: L"'t~si.::g :)·l:u:ketU:.g OU::ectot 
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Lansing Regional Center Project Flow Chart: 

Lansing Regional 
Center 

(General Partner) 

Lansing EDC 
(Supervisor) 

Limited 
Partnership 

I 
Project 

0 

Foreign Investors 
(Minority Partner) 

Role of Lansing Economic Development Corp. (LEDC): 
The LEDC Will be reta1ned as council pursuant to any adv1sory agreements entered 
into by the General Partner on behalf of each limited partnership to provide 
administrative services as follows: 

• Identifying qualifying investments 
• Completing due diligence in regards to proposed investments 
• Monitoring qualifying investments for job creation and other EB-5 corpliance 

requirements · 
• Providing accounting and reporting services for qualifying investments 
• Assisting qualifying businesses in obtaining future financing 

Role of Lansing Regional Center (LRC): 
The LRC will operate as a limited liability company under the supervision of the 
Lansing EDC Board of Directors. LRC will have a separate independent board of 
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0 
0 
0 
0 
0 
0 
0 

0 0 

directors which will provide oversight of the fund and direction to the LRC Manager .. 
The LRC Director will be an employee of the Lansing EDC and will be in char~e of 
day-to-day management of each limited partnership. Management responsibilities 

shall include: 

• Marketing qualifying investments to limited partners 
• Determining that qualified investments meet minimum criteria 
• Assuring that investments generate job creation criteria set forth by the EB-5 

Program I 
• Supervise investment to insure financial performance and continued 68-5 

Program qualification 
• Providing detailed financial reports to Limited Partners 
• Maintenance of accounting books and records for each Limited Partnership 
• Retaining all professional services that may be deemed necessary for each 

Limited Partnership 
• Providing detailed financial and status reports to LRC & LEDC Boards of 

Directors 
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0 0 0 
0 fljFifth Third Bank 

0 CUSTODY SERVICES AGREEMENT 

This CUSTODY SERVICES AGREEMENT (collectively with all schedules, exhibits, amendments, and addenda hereto, this 

0 
"Agreement") is made effective as , by and between FIFTH THIRD BANK, 1 1 Lyon Street NW, MD 
# RMNRI C, Grand Rapids, Michigan 49503 ("Custodian"), and ________ _ 
________ ("Customer"). Custodian and Customer hereby agree as follows: 

0 1. DEFINITIONS. For purposes of this Agreement, the following capitalized terms shall have the meanings set forth below. 

"Account" means the custodial account maintained by Custodian pursuant to this Agreement establis!iled in the name of and 
on behalf of Customer. · I 0 "Agreement" means this Custody Services Agreement and all schedules, exhibits, amendments and atldenda hereto. 

"Class Actions" means lawsuits initiated by or on behalf of a corporation that entitle the shareholder~ of such corporation. to 

0 participate in such lawsuit by electing to so participate. . I 
"Corporate Action Information" means all information communicated to Customer related to <Corporate Actions when 

securities related to such Corporate Actions are held in the Account. . I 

0 "Corporate Actions" means any actions undertaken by an issuer corporation that have an effect upon shareholders or 
entitlement holders of the corporation's securities (so long as such securities are held in the Account) includirlg, without limitation, the 

0
. inception of Class Actions. I 

· "Custodian" means Fifth Third Bank, an Ohio banking corporation, acting pursuant to this Agreement. 

"Customer ID" means a Customer-specific user identification code. 

0 "Customer" means the party executing this Agreement for which the Custodian is performing the Services. . 

"Depository" means the Depository Trust Company, the Federal Reserve or such other sub-custodian as Custodian may from 
time to time nominate. . I 

·0 "Information" means the methods, techniques, programs, devices and operations of Custodian arising in connection with the 
services and products provided in connection therewith. I 

"Instructions" means the data messages, in a form and format acceptable to Custodian, submitted by Customer and 

0 successfully received by the Workstations, which requests that a task be performed on behalf of Customer br its customers regarding 
trust and/or demand deposit account funds maintained in the Account. / · 

0 
0 
0 
0 
0 
0 
0 

"Mandatory Corporate Actions" shall mean those Corporate Actions for which the effect on the shareholders or entitlement 
holders may not be modified by the Customer, including but not limited to, cash dividends, stock dividend!, mergers, name changes, 
mandatory calls, and other mandatory corporate reorganizations. · I 

"Other Instructions" means the messages, in a form and format acceptable to Custodian, sub\mitted by Customer and 
successfully received by Custodian, which request that a task be performed on behalf of Customer or its cu~tomers regarding stock or 
other securities held in Customer's Account that does not relate to Voluntary Corporate Actions or the Custbmer's Voluntary Election 
Instructions. 

"Proper Instruction" means the written and manually signed instructions of the person(s) identified in writing by Customer as 
being duly authorized by Customer to have authority over the Property. 

"Property" means the property listed on a certain receipt(s) or as indicated on the confirmation separately supplied by 
Custodian to Customer in connection with this Agreement, which may include, without limitation, common /and preferred stocks, 
bonds, debentures, notes, money market instruments or other obligations, and any certificates, receipts, walljants or other instruments 
or documents representing rights to receive, pu.rchase or subscribe for any of the foregoing, or evidencing aly other rights or interests 
therein. 

"Services" means the custody services specified in the Custody Services Schedule attached hereto as Schedule 1. 

"Transactions" means the Custodian's performance of certain tasks pursuant to Proper Instruction •. 



----- ·- . . . ~---

0 "Voluntary Corporate Actions" nQ those Corporate Actions for which shareho!Oor entitlement rolders are entitled or 
required to make an election or decision among alternative courses of action such as, among other things, certain tender offers, 
conversions, distributions or exchanges that are voluntary by their terms. 0 "Voluntary Election Instructions" means those messages timely delivered from Customer to ~ustodian identifying 

ustomer's election or decision among alternative courses of action triggered by the occurrence of a Voluntary <Corporate Action. · 

0 2. DEPOSIT OF PROPERTY. Customer has deposited the Property, or may deposit additional Property,lwith Custodian. The 
purpose of such deposit is to obtain from Custodian the Services. The Services shall include those normally and customarily provided 
by Custodian with respect to Property including safekeeping, trading, deposits, withdrawals, income, corpor11te actions, puts, calls, 
overdrafts; record retention, reports and such other related services as Custodian may offer from time to time. . 

0 3. DESCRIPTION OF PROPERTY. Customer represents and acknowledges that the description of the !Property listed on the 
receipt(s) or confirmation is an accurate description of the Property. Custodian shall not be responsible for anyiProperty until actually 

0 
received by Custodian. Securities held by Custodian shall, unless payable to bearer, be registered in the name or the Custodian for the 
accountofthe Customer or its nominee, as Custodian may appoint, and at any time remove, in Custodian's sole discretion. Custodian 
may deposit all or a part of the Property in a Depository; provided, however, no such deposit or appointbent shall relieve the 
Custodian of its obligations under this Agreement. Custodian, in accordance with it normal and customary ptactices, will segregate 

0 and identify on its books as belonging to the Customer all Property held by Custodian or any other entity authbrized to hold Property 
in accordance with this Agreement. · I 
4. APPOINTMENT AS CUSTODIAN. Customer hereby constitutes and appoints Custodian as custodian of the Property and 

0 Custodian agrees to act in the capacity as custodian with respect to the Property during the term of this Agreclment. Custodian shall 
perform the Services and maintain the Account as set forth herein. Custodian shall be held to the exercisJ of reasonable care in 
carrying out its obligations under this Agreement. Custodian shall have no investment authority, nor an:nj1 duty or obligation to 

0 
supervise or advise Customer on any investments. Except as specifically set forth herein, Custodian shal have no liability and · 
assumes no responsibly for any non-compliance by Customer of any laws, rules or regulations. I . . 
5. SCOPE OF SERVICES. Custodian may make changes to the Services and/or the Fee Schedule attache~ hereto as Schedule 2 

0 
based upon, but not limited to: technological developments; legislative, regulatory, third party depository or sub-custodian operational 
changes; or the introduction of new services by Custodian. Custodian will notify Customer of any changes tb the Services that will 
affect Customer at least 30 days prior to the effective date of such changes. I 

' <. INSTRUCTIONS; RELIANCE BY CUSTODIAN. Custodian is authorized to rely and act on Proper I1structions in providing 

0 ,e Services, whether such Proper Instructions are received via telephone, facsimile, or by bank wire so long ~s Custodian believes in 
600d faith that such Proper Instructions have been given by an authorized person or agent acting on behalf of Customer. Custodian 
will only rely upon Proper Instructions sent via electronic mail if Proper Instruction specifically approves thif method of delivery in 

0 writing (by other than electronic means) prior to the delivery of such Proper Instructions by electronic mail. Custodian is also 
authorized to rely and act upon instructions transmitted electronically through the Institutional Delivery Syste~ (IDS), a customer data 
entry system, or any other similar electronic instruction system acceptable to Custodian. Custodian will not bel liable for any failure to 
execute instructions or failure to receive Property due to incorrect, incomplete, conflicting or untimely instructions. Custodian, in its 

0 discretion, is authorized to accept and act upon orders from Customer, whether given orally by telepho~1 
e or otherwise, which 

Custodian in good faith believes to be genuine. Customer shall cause all oral instructions to be conftrmed in writing by a written 
Proper Instruction. Custodian's records will be conclusive as to the content of any such instruction, regardless. of whether 

0 conftrmation is received. 

7. REIMBURSEMENT FOR COSTS, EXPENSES. Custodian is authorized to take all steps it deems necessary or advisable to 
complete a transaction and shall be reimbursed for all costs, losses and liabilities if settlement is not accompl~shed due to Customer's 

0 failure for any reason to follow Custodian's instructions with respect to the Property or the Account. Cuhodian is authorized to 
execute, in the name of Customer, any certificates of ownership, declarations or other certificates required under any tax or other laws 
or governmental regulation now or hereafter in effect. Custodian will have the right to setoff against the Property held by Custodian. 
hereunder and upon any deposit account of Customer for the following: (i) compensation, expenses, commitments made by Custodian 

0 upon instructions of Customer or its authorized agent; (ii) reimbursement of taxes incurred by Custodian for tHe Account of Customer; 
and (iii) other liabilities of Customer to Custodian, however created. I 

8. SETTLEMENT PRACTICES. Custodian will settle trade orders as instructed by the Customer. Custodian will not be liable or o accountable for any act or omission by, or for the solvency of, any broker or agent effecting such transaction. I 
9. INDEMNIFICATION. Custodian shall not be liable for, and Customer agrees to indemnify and hold harmless Custodian and any 

. I 
nominee appointed pursuant to the terms hereof, from and against any loss, damage, cost, expense (including attorneys' fees and 

0 disbursements), liability or claim of any third party arising directly or indirectly (a) from the fact that any oft~e Property is registered 
;'1 the name of any such nominee, or (b) from any action or inaction by the Custodian or such nominee (i) at tqe request or direction of 

·in reliance on the advice of Customer, or (ii) upon Proper Instruction, or (c) generally, from the performance (or absence or lack 

0 .. tereof) of its obligations under this Agreement; provided, however, that neither Custodian nor any nominee 1 hall be indemnified and 
held hannless from and against any such loss, damage, cost, expense, liability or claim arising from Custo ian's or such nominee's 
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0 gross negligence or wHlful ~is~nduct l~s:om~reques~ Custodian to take any actionO respect to Jperty that may, in the 
opinion of Custodian, result in Custodian or its nominee becoming liable for the payment of money or incurringlliability of SOITie other 

0 
form, Custodian shall not be required to take such action until Customer shall have provided indemnity therefore to Custodian in an 
amount and form satisfactory to Custodian. . · . . . I 

J. LIMITATION OF WARRANTIES. OTHER THAN THE EXPRESS WARRANTIES (IF ANY) MADE IN THIS 

0 
AGREEMENT, CUSTODIAN DISCLAIMS ALL WARRANTIES INCLUDING, WITHOUT LIMITATION[ ANY EXPRESS OR 
IMPLIED WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE WITH RESPECT TO ALL 
PRODUCTS AND SERVICES PROVIDED HEREUNDER. Without limiting the foregoing, Custodian shall not be liable for lost 
profits, lost business or any incidental, consequential or punitive damages (whether or not arising out of ci~cumstances known or 

0 foreseeable by Custodian) suffered by Customer, its customers or any third party in connection with any of tHe products or services 
made available hereunder. Custodian's liability under this Agreement shall in no event exceed an amount e9ual to the lesser of (i) 
actual monetary damages incurred by Customer or (ii) an amount not to exceed one-half of the net fees paid tr.Custodian within the 
prior three calendar months immediately preceding the date on which Custodian received a written notice fro Customer regarding 0 such damages. In no event shall Custodian be liable for any matter beyond its reasonable control, or for dama es or losses wholly or 
partially caused by the Customer, or its employees or agents, or for any damages or losses which could have b:een avoided or limited 
by Customer giving prompt written notice to Custodian. Customer shall bring no cause of action, regardless of form, more than one o year after the cause of action arose. I 

11. LIQUID FUNDS. Custodian shall not be liable for, or considered to be the custodian of, any cash belong}ng to Customer or any 
money represented by a check, draft or other instrument for the payment of money, until Custodian or its agen~s actually receive such 

0 cash or collect on such instrument. So long as and to the extent that it is in the exercise of reasonable care, :custodian shall not be 
responsible for the title, validity or genuineness of any property or evidence of title thereto received or deliver9d by it pursuant to this 
Agreement. Custodian shall not be required to enforce collection, by legal means or otherwise, of any mon~y or property due and 

0 
payable with respect to any Property held in the Account if such Property is in default or payment is not made after due demand or 
presentation. · I 

12. CONFIDENTIAL RECORDS. Custodian shall treat all records and information relating to Customyr and the Account as 
confidential, except that it may disclose such information after prior approval of Customer, such approval ~ot to be unreasonably 

0 withheld. Custodian will be authorized to disclose any information regarding Customer, the Property, and the tccount that is required 
to be disclosed by any law, governmental regulation or court order in effect without having received Customer's prior approval. 

13. CONFIDENTIALITY. Customer acknowledges that the Information is of a confidential nature, and isla valuable and unique 

0 ~set of Custodian's business. During the term of this Agreement and following the expiration or termination hereof, Customer shall 
· .tot make or permit disclosure of any Information to any person or entity (other than to those employees and akents of Customer who 

participate directly in the performance of this Agreement and need access to Information I 

0 14. STATEMENTS. Inquiries regarding any valuations or other reports must be submitted to Custodian \lijithin thirty days of the 
receipt of the Custodian's statement or report, and on expiration of this period, statements and reports shalllbe deemed correct and 
accepted by Customer. Express or tacit approval of such statement or report implies acceptance of the various entries listed therein 

0 and approval of any reservations made by Custodian. Thereafter, Customer assumes the responsibility to corre~~ any and all errors. 

15. FEES. Customer shall pay to Custodian when due all fees and expenses arising in connection with the Services and the Account 
in accordance with the Fee Schedule (as may be amended from time to time) and billed or charged according ~o Customer's customer 

0 profile schedule maintained at Custodian's place of business. Customer shall receive no less than thirty dfYS prior notice of any 
changes in the Fee Schedule. If Customer fails to pay Custodian for any fees and expenses owed within tHirty days after invoice, 
Custodian may charge such fees and expenses to any deposit account of Customer or in the name of Custom!r. Custodian may also 
assess usual and customary late payment fees for payments past due more than thirty days after invoice. J 0 16. NO WAIVER. The failure of Custodian to insist on strict compliance, or to exercise any right or remed, under this Agreement, 
shall not constitute a waiver of any rights contained herein or estop Custodian from thereafter demanding full and complete 
compliance or prevent Custodian from exercising such remedy in the future. 

0 17. FORCE MAJUERE. Custodian shall not be liable for any failure or delay in performance of its obligations under this 
Agreement arising out of or caused, directly or indirectly, by circumstances beyond its reasonable control, including, without 
limitation, acts of God; earthquakes; fires; floods; wars; civil or military disturbances; sabotage; strikes; ~pidemics; riots; power 

0 failures; computer failure and any such circumstances beyond its reasonable control as may cause interruptio9, loss or malfunction of 
utility, transportation, computer (hardware or software) or telephone communication service; accidents; labor tlisputes, acts of civil or 
military authority; governmental actions; or inability to obtain labor, material, equipment or transportation; ~rovided, however, that 

0 the Custodian in the event of a failure or delay shall endeavor to ameliorate the effects of any such failure or delay. . 

18. INDEPENDENT CONTRACTOR. This Agreement is not a contract of employment and nothing contltned in this Agreement 
'3.11 be construed to create the relationship of joint venture, partnership, or employment between the parties.IThis Agreement and all 

0 ~1 the provisions hereof shall be binding upon and inure to the benefit of the parties hereto and their respecti~e successors, and their 
permitted transferees and assignees. . 
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0- -~E:I::~~~:N; Tb1s A()nent constitutes the entire aweement bet~ilie parties a.Lupmedes all prior 
agreements, understandings, and representations regarding the subject matter of this Agreement. No amendrrlent to this Agreement 
shall be valid, unless made in writing and signed by both parties; provided, however, Custodian may amend o~ otherwise modify this 

0 Agreement, and any addenda, amendments, exhibits or schedules thereto, provided such modification does not create any new 
lligation on the part of Customer and does not materially diminish any service being provided by Custodian I hereunder. Custodian 

.>hall give Customer notice of such changes by ordinary mail. This Agreement is for the benefit of, and may be enforced only by, 

0 Custodian and Customer and their respective successors and permitted transferees and assignees, and is not for the benefit, of and may 
not be enforced by, any third party. I 
20. VALIDITY AND BINDING EFFECT. Customer hereby warrants and represents to Custodian: that Customer has full power 

0 and authority to enter into this Agreement; that the execution, delivery and performance of this Agreement ha~e been duly authorized 
by all necessary corporate or partnership or other appropriate authorizing actions; that the execution, delivery a'nd performance of this 
Agreement will not contravene any provision or constitute a default under any other agreement, license or contract, written or oral, to 
which Customer is bound; and that this Agreement is valid and enforceable against Customer in accordaJce with its terms and 0 conditions. 1 
21. NO ASSIGNMENT. Customer agrees not to sell, assign, sublet, pledge, hypothecate, suffer a lien upon , r against, or otherwise 
encumber any interest in this Agreement, in whole or in part. Should Custodian assign this Agreement ?r should the fees due. 

0 hereunder be assigned, no breach or default of this Agreement by Custodian to its assignee shall excuse perfOJrmance by Customer of 
any provision hereof. I 

0 
22. SEVERABILITY. If any term or provision of this Agreement or any application thereof shall be invalitl or unenforceable, the 
remainder of this Agreement and any other application of such term or provision shall not be affected thereby. 

23. NO IMPLICIT DUTY. Custodian shall have no duties or obligations whatsoever except such duties and obligations as are 

0 
specifically set forth in this Agreement, and no covenant or obligation shall be implied in this Agreement against Custodian. 

24. COUNTERPARTS. This Agreement may be executed in one or more counterparts, and by the padies hereto on separate 
counterparts, each of which shall be deemed an original but all of which together shall constitute but one and tHe same instrument. 

I . 

0 25. GOVERNING LAW. This Agreement will be governed by and construed according to the laws of the State of Ohio. The 
parties hereby consent to service of process, personal jurisdiction, and venue in the state and federal court~ located in Cincinnati, 
Hamilton County, Ohio, and select such courts as the exclusive forum with respect to any action or proceedind brought to enforce any 
'\ability or obligation under this Agreement. . · I 0 ~6. TERMINATION. Customer or Custodian may terminate this Agreement upon thirty days prior written ~otice to the other party 
by registered, certified or express mail. Custodian will charge fees up to and including the last day of the biBing period in which the 
effective date of termination occurs. Notice of termination shall be effective on the date of receipt thereof. If Customer fails to 

0 designate a successor custodian on or before the effective date of termination, then Custodian shall have the rlght to deliver all of the 
Property then held in the Account to Customer. Thereafter, Customer (or the designated replacement custodi~n) shall be custodian of 
the Property and Custodian shall be relieved of all obligations under this Agreement. · 

0 27. SPECIFIC REQUIREMENTS OF THIS CUSTOMER. 

0 
0 
0 
0 [signatures follow; the remainder of this page intentionally Left blank) 

0 
0 
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date first set forth above. 

CUSTOMER: 

By: _____________ _ 

FIFTH THIRD BANK 

By:. _______________ ___ 

Title: 

CUSTOMER'S ADDRESS: 

CUSTODIAN'S ADDRESS: 

Fifth Third Bank 
111 Lyon Street NW- MD# RMNR1PI. 
Grand Rapids, MI 49503 
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0 0 0 

0 iJ/JFifth Third Bank 

0 Schedule 1 

SCHEDULE OF CUSTODY SERVICES 

0 Custodian shall perform the custody services set forth below (the "Custody Services") in connection with the maintenance of a 
custodial account in the name of and on behalf of Customer, in accordance with the terms and conditions of the Agreement. The 

0 
Custody Services made available by Custodian are subject to change from time to time without notice; providdd, however, Custodian 
shall endeavor to notify Customer of any changes to the below Custody Services that will affect Customer at 16ast thirty days prior to 
the effective date of such changes. Capitalized terms used below have the meanings set forth in the Agreement. 

0 A. SAFEKEEPING. Custodian will maintain in its vault or at a Depository, or sub-Custodian identified on its books as the 
property of the custodial account(s) of Custodian, all Property that it now or hereafter receives for the Account(t) of Customer. 

B. TRADING. Custodian will, upon Proper Instructions, sell, assign, transfer, deliver, purchase rr acquire securities or o other property for the Account. 

C. DEPOSITS OR WITHDRAWALS. Custodian will, upon Proper Instructions: (a) deliver or receive securities or other 
properties; and (b) transfer or make payments from the Account of such cash or securities to such person(s) ~pecified by Customer. D Unless Customer directs otherwise, excess cash will be invested in the Custodian's investment/sweep alternativrs. 

D. INCOME. Custodian will collect and receive all cash or property related to, associated with or earned by, the Property 
as interest, dividends, proceeds from transfer, and other payments for the Account of Customer. Custo:dian will convert cash 

0 distributions denominated in foreign currency into United States dollars at Custodian's then applicable ~ate for the account of 
Customer. In effecting such conversion, Custodian may use such methods or agencies as it deems necessary and appropriate at the 
current prevailing rates. . . I 

0 E. CAPITAL CHANGES. Custodian will notify Customer of capital changes, limited to those securities registered in a 
_,ominee's name and to those securities held at a Depository or sub-custodian acting as agent for Custodian. Custodian will be 
responsible only if the notice of such capital change is published by Xcitek, DTC, or received by registered ~ail from the agent. For 
market announcements not yet received and distributed by Custodian's services, Customer will provide Custodian with appropriate 

0 instructions. Custodian will, upon receipt of Customer's response within the required deadline, affect sufh action for receipt or 
payment for the Account of Customer. For those responses received after the deadline, Custodian will affect sluch action for receipt or 
payment, subject to the limitations of the agent(s) affecting such actions. 

0 F. PUTS. Custodian will promptly notify Customer of put options only if the notice is received by registered mail from the 
agent. Customer will provide Custodian with all relevant information contained in the prospectus for any security that has unique put 
option provisions and provide Custodian with specific tender instructions at least ten business days prior to the beginning date of the 

0 tender period. I 
G. SHAREHOLDER COMMUNICATIONS. Custodian will, as set forth in the Customer ~rofile Schedule, either 

receive, execute or cause to be transmitted all sharehold. er communications. With regard to any temporary cafh investment offered by 

0 Custodian, Custodian shall respond on behalf of the Customer. J. 

H. RECORD RETENTION. Custodian will, at all times, maintain books and records relating to the Account in accordance 
with its normal and customary procedures and will reasonably make available for inspection such records to ruly authorized officers, 

0 

employees, or agents of Customer or by legally authorized regulatory officials who are then in the process of reviewing the 
Customer's financial affairs upon adequate proof to Custodian of such official status. I 

I. REPORTS. Custodian will provide such reports as set forth in the Customer Profile Schedule and notify the Customer of 
each transaction confirmation via a monthly statement of transactions and holdings. I 

J. COMMUNICATIONS. Custodian shall be authorized to rely upon the accuracy and genuinepess of all data received 

0 

through electronic means and initiated by any person authorized by Customer. In its employment of sucH devices, Customer will 

0 safeguard and maintain the confidentiality of all passwords or numbers and will disclose them only to tho~e employees who are to 
have access to the Account. Custodian may electronically record any instructions or other telephone discjussions. Custodian may 
~lectronically record any instructions given by telephone, and any other telephone discussions with re pect to the Account or 
.ransactions pursuant to the Agreement. ' . 

K. OVERDRAFTS. At the discretion of Custodian in cases concerning overdrafts, the Account m y be charged interest at a 
rate determined by Custodian in its discretion. 

0 
0 
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OPERATING AGREEMENT 
OF 

0 

THIS OPERATING AGREEMENT is made and entered into as of the of 

---, 2008 ("Effective Date") by and among ' . a 
Michigan limited liability company, and the persons executing this Operating Agreement as 
Members of the Company as follows: 

ARTICLE I- DEFINITIONS 

1.1 Act. Act shall be defined as the Michigan Limited Liability Company Act, being 
Act No. 23, Public .Acts of 1993, as amended. 

1.2 Affiliate. Affiliate shall mean any other Person directly or indirectly controlling 
or controlled by or under direct or indirect common control with such specifie~ Person. . For 
purposes of this definition, "control" when used with respect to any specified Person means the 
power to direct the management and policies of such Person, directly or indirbctly, whether 
through the ownership of voting securities, by contract, through an employer bd employee 
relationship, or otherwise, and the terms "controlling" and "controlled" h~ve meanings 
correlative to the foregoing. 

1.3 Agreement. The Agreement shall be defined as the valid written Operating 
Agreement signed by the Members of the Company executing an organization tr subscription 
agreement, which Agreement specifies the affairs and conduct of the Company, including any 
provision in the Articles pertaining to the affairs and conduct of the business of th~ Company. 

1.4 Articles. Articles shall be defined as the Articles of Organization as filed with the 
Michigan Department of Labor & Economic Growth, Bureau of Comme~cial Services, 

. Corporation Division as required by the Act. 

1.5 Assignment. Assignment shall include any type of sale or transfeli of a Member's 
Membership Units in the Company. 

1.6 Capital Accounts. Capital Account shall be as defined in paragraph 4.5 of t~is 
Agreement. 

1.7 

1.8 

Code. Code is defined as the Internal Revenue Code of 1986, as amended. 

Company. Company shall be defined as .::.~::[:,:·:·: .. ;;'(/:i·,:,·;~·';;; ·., ::\· ;/:< ·· ':.-/.: '.' ·' ::··: ... ··• 
I 

1.9 Contributing Member. Contributing Member shall be defineq as a Member 
choosing to make additional contributions when another Member becomes a Noncontributing 
Member. 

1.10 Contribution. Contribution shall mean anything of value that a person contributes 
to the Company as a prerequisite for, or in cmmection with, membership, including cash, 
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property, services performed, or a promissory note or other binding obligation to 
or property, or to perform services. 

1.11 Control. Control shall be defined as the possession, directly or m· ldir1ectl 
power to direct or cause the direction of the management, activities or policies 
through the ownership of voting securities, by contract, employment or otherwise. 

1.12 FSC&S. FSC&S shall be defined as Foster, Swift, Collins & S 
Michigan professional corporation. 

1.13 Indemnified Person. An Indemnified Person shall be any individ indemnified 
pursuant to the provisions of this Agreement. 

1.14 Class A Member. The Class A Member is 
The Class A Member shall have all of the voting rights of Members. 

1.15 Class B Member. Each Member who ( 1) contributes ~~,mf,w.;;:g;p"Q 
Unit of Membership Interest of the Company; (ii) executes a Subscription Agreelnertt; 
has the Company accept the Subscription Agreement shall become a Class B ••+""'v'"'• 

such shall have no voting rights as a Member since all voting rights are held 
Member. 

1.16 Member Representative. A Member Representative shall 
individual designated by a Member who is authorized to act on behalf of said lVlt:n~o,t:r 

as an 

1.17 Membership Interest or Interest. Membership Interest or Interest , 
as a Member's rights in the Company, including, but not limited to, the right 
receive distributions of the Company's assets and any right of a Member to vote participate in 
the Management of the Company. 

1.18 Membership Unit or Units. Membership Unit or Units shall be det,ned as units of 
equity ownership in the Company, which equal the Members' Membership in the 
Company. Membership Units shall be uncertificated, unless the Managers ·in their · 
discretion, that certificates shall be issued. 

1.19 Noncontributing Member. Noncontributing Member shall be <)letinea as any 
Member who does not make additional capital contributions according to the pro rata 
ownership of all Membership Unit~ as provided in this Agreement. 

1.20 Offer. Offer shall be defined as a written offer made by a pro 
assignee, or transferee of a Transferring Member's Membership Units in the CoJmP,cmy 

1.21 Offered Membership Interest. An Offered Membership Interest 
as that portion of a Membership Interest being sold, assigned, or transferred 
Member. 

1.22 Offerees. Offerees shall be defined as the Members of the Co 
the Transferring Member. 

2 
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1.23 Person. Person shall mean an individual, partnership, limited -----..,..-J 
trust, custodian, estate, association, corporation, governmental entity, or any other 

1.24 Resident Agent. The Resident Agent of the Company shall be as ;destgmttea 
the Articles or any amendment to the Articles. The Resident Agent may be cnang~~q. 
time and such change shall be made in accordance with the Act. If the Resident 
resign, the Company shall promptly appoint a successor. 

1.25 Registered Office. The Registered Office of the Company shall be as designated 
in the Articles or any amendment to the Articles. The Registered Office may be from 
time to time and such change shall be made in accordance with the Act. 

1.26 Transferring Member. A Transferring Member shall be defined as 
sells, assigns, transfers, or exchanges some or all of said Member's Membership JHnt:rt:st 

Company. 

ARTICLE II- ORGANIZATION 

2.1 Formation. The Company has been organized as a Michigan li)m1ted 
company under and pursuant to the Act, by the filing of Articles with the Michi 
of Energy, Labor and Economic Growth (DELEG), Bureau of Commercial Servi 
Division. 

2.2 Name. The name of the Company shall be 
The Company may also conduct its business under one or more assumed names. 

2.3 Purposes. The purposes of the Company are to engage in any 'ty for which 
Limited Liability Companies may be formed under the Act, including but not 1m~1ted to holding 
investments. The Company shall have all the powers necessary or con to effect any 
purpose for which it is formed, including all powers granted by the Act. 

2.4 Duration. The duration of the Company shall be perpetual 
until the Company is dissolved and its affairs wound up in accordance with 
Agreement. 

2.5 Intention for Company. The Members have formed the CoJmp:3.f1Y as a Limited 
Liability Company under and pursuant to the Act. The Members specifically and agree 
that the Company not be a partnership (including, a limited partnership) or any venture, but 
a Limited Liability Company under and pursuant to the Act. No Member or shalL be 
construed to be a partner in the Company or a partner of any other Member, er or person 
and the Articles, this Agreement and the relationships created thereby and ari therefrom shall 
not be construed to suggest otherwise .. Notwithstanding the foregoing, , the Members 
intend that the Company be treated as a partnership for federal income tax ~-''""IJV,,..., 

. 2.6 Effective Date. The Agreement shall become effective date this 
Agreement is fully executed, or the date the Articles are filed with the M1'c mg'lP. Department of 
Labor & Economic Growth, Bureau of Commercial Services, Corporation on, whichever is 
later. 
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2.7 Conflict between Articles and Agreement. If there is a conflict between the 
Company's Articles and the Agreement, the Articles shall control. 

ARTICLE III- BOOKS, RECORDS AND ACCOUNTING 

3.1 Books and Records. The Company shall maintain complete and accurate books 
and records of the Company's business and affairs as required by the Act. Sudh books and 
records shall be kept at the Company's Registered Office or principal place of bhsiness. The 
books and records shall be open to inspection by any Member or a Membe]1's authoriz~d 
representative at any reasonable time during business hours. 

3.2 Fiscal Year; Accounting. The Company's fiscal year shall be the .alendar year. 
The particular accounting methods and principles to be followed by the Com~any shall be 
selected by the Managers from time to time. / 

3 .3 Reports. The Managers shall provide reports concerning the financial condition 
and results of operation of the Company and the Capital Accounts of the Mdmbers to the 
Members in the time, manner and form as the Managers determine. Such re~orts shall be 
provided at least annually as soon as practicable after the end of each calendar fear and shalL 
include a statement of each Member's share of profits and other items of inca]! e, gain, loss, 
deduction and credit. 

3.4 Members' Capital Accounts. The Company shall maintain a Capit 1 Account for 
each Member. Each Member's Capital Account shall be adjusted in accordance with the terms of 
paragraph 4.5. 

3.5 Member Tax Treatment. No Member shall treat a Company tax item on such 
Member's federal, state or local income or other tax returns or permit an affiltate to treat a 

·Company tax item on such affiliate's tax returns in a manner inconsistent with the treatment of 
such item on the Company's federal, state or local tax returns. 

ARTICLE IV- CAPITAL CONTRIBUTIONS 

4.1 Initial Commitments and Contributions. By the execution of this Agreement, the 
initial Members hereby agree to make the capital contributions for the Members~ip Units as set 
forth in their Subscription Agreement and which is also designated in the attacfued Exhibit A. 
The capital contributions represent each Member's contribution of $5b'd}ob@·;·o'p i~ exchange for . . ................................... I 

one Member's Membership Unit. The Membership Units of the respective Members in the 
Company are also set forth in Exhibit A.· Any additional Member (other than aili assignee of a 
Membership Interest who has been admitted as a Member) shall make the capital clontribution set 
forth in a separate written Subscription Agreement at the time of admission. Nb interest shall 
accrue on any capital contribution and no Member shall have any right to wittdraw or to be 
repaid any capital contribution except as provided in this Agreement. I 

4.2 Additional Capital Contributions. In addition to the initial capital contributions, 
the Member may determine from time to time that additional capital contribution~ are needed to 
enable the Company to conduct its business and affairs. Such additional capidl contributions 
are separate and distinct from amounts that each Member has committed to loan tb the Company 
pursuant to the Funding Agreement described in paragraph 4.3, below. 

4 -·---·--·-·. ···--·-- ............. --+------ ....... _ .. _ .. ___ .. _ ... ----------·--; 
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. . a. Notice. . Upon mak~ng such a determin~tion . ~at additfon,:~t~,~~g~!a.l 
contnbut10ns are needed, notice shall be g1ven to all Members m wntmg at least ~~gy;;r,@Q), 
":'"'"''' , ,,,,,,' ,,,,,,,~,,, ,,,,,, ::,::•, I 

~~~~~~'§§l!l~l~MS prior to the date on which such additional contributions are due. Sucp notice shall 
describe, in reasonable detail, the purposes and uses of such additional capital, the amounts of 
additional capital required, an<;l the date by which payment of the additional capital i~ required. 

b. Member Contribution. If the Class B Members agree to mle additional 
I 

capital contributions, the additional contributions shall be made by each Class B Member in the 
proportion that such Member's Membership Units bear to all issued and outstanding Membership 
Units. 

c. If Member Does Not Make Additional Contribution. In the event a 
Member is a Noncontributing Member, the Contributing Member(s) shall be given the 
opportunity to make such Noncontributing Member's contribution in the propo~ion that each 
such Contributing Member's Membership Units bears to all Contributing MemberJ• Membership 
Units. 

d. Adjustment to Capital Accounts of Members. After the additional capital 
I 

contributions have been made, each Contributing Member's Capital Account shal[ be increased 
to reflect the additional capital contributed to the Company. 

4.3 Failure to Contribute. 

a. , Capital Contributions. If any Member fails to make a capital contribution 
when required in accordance with the Member's commitment to contribute initi~l or additional 
capital, the Company may, in addition to the other rights and remedies the Com~any may have 
under the Act or applicable law, take such enforcement action (including, the cpmmencement 
and pro.secution of court proceedings) against such Member as Class A Melbers considers 
appropnate. 

4.4 Maintenance of Capital Accounts. The Company shall establish and maintain a 
Capital Account for each Member and assignee. 

a. Increases to Capital Accounts. Each Member's Capital Account shall be 
increased by: 

the capital of the Company; 
i. the amount of any money actually contributed by J~he Member to 

ii. the fair market value of any property contributed, a determined by 
the Company and the contributing Member at arm's length at the time of contribution (net of 
liabilities assumed by the Company or subject to which the Company takes such property, within 
the meaning of Code§ 752); and 

iii. the Member's share of net profits and of any sep1rately allocated 
items of income or gain including adjustments required by Code§ 1.704.l(b)(2)(iv)(b) (e.g. any 
gain and income from unrealized income with respect to accounts receivable rnocated to the 
Member to reflect the difference between the book value and tax basis of asset contributed by 
the Member). 

D, _________________ s_ 
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b. Decreases to Capital Accounts. Each Member's Capital Account shall be 
decreased by: 

1. the amount of any money actually distributed by the Company to 
the Member; 

. ii. the fair market value of any property distributed to the Member, as 
determined by the Company and the receiving Member at arm's length at the time dr distribution 
(net of liabilities of the Company assumed by the Member or subject to which the Member takes 
such property within the meaning of Code§ 752); and 

m. the Member's share of net losses and of any separ~tely allocated 
items of deduction or loss including adjustments required by Code § 1.704.1(b)(f)(iv)(b) (e.g. 
any loss or deduction allocated to the Member to reflect the difference between tfue book value 
and tax basis of assets contributed by the Member). 

4.5 Distribution of Assets. If the Company at any time distributes any o
1

f its assets in-
kind to any Member, the Capital Account of each Member shall be adjusted to account for that 
Member's allocable share of the net profits or net losses that would have been r~alized by the 
Company had it sold the assets that were distributed at their respective fair fuarket values 
immediately prior to their distribution. 

4.6 Sale or Exchange of Interest. In the event of a sale or exchange of some or all of 
a Member's Membership Interest in the Company by a Transferring Member, the Capital 
Account of the Transferring Member shall become the Capital Account of the assignee, to the 
extent it relates to the portion of the Membership Interest so transferred. 

4.7 Compliance with Section 704(b) of the Code. The provisions of his Article IV 
relate to the maintenance of Capital Accounts, and are intended, shall be construed, and, if 
necessary, modified to cause the allocations of profits, losses, income, gain and crddit pursuant to 
Exhibit B (Internal Revenue Code§ 704(b) Provisions) to have substantial edonomic effect 
under the Regulations promulgated under § 704(b) of the Code, in light of the distbbutions made 
pursuant to Article V and Article X and the Capital Contributions made pursuan~ to this Article 
IV. Notwithstanding anything herein to the contrary, this Operating Agreemeht shall not be 
construed as creating a deficit restoration obligation or otherwise personau1 obligate any 
Member to make a Capital Contribution in excess of the Initial Contribution. 

ARTICLE V- ALLOCATIONS AND DISTRIBUTIONS 

5.1 Allocations. Except as may be required by the Code or this tgreement, net 
profits, net losses, and other items of income, gain, loss, deduction and credit or, the Company 
shall be allocated to each Member in the proportion that such Member's Membership Units bears 
to all issued and outstanding Membership Units. 

5.2 Distributions. 

a. Determination. Except for the Federal Tax Liability whiah shall be paid 
under paragraph 5.2.b. as a mandatory payment, the Managers may make other/distributions to 
the Members from time to time only after the Managers determine, in their reasonable judgment, 

-o~--------__...:;:_6- ·-···--·-··-·· ..... ·---·-· --·-· --· .. ____ .. _______ .. _, .. _______ , 
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that the Company has sufficient cash and/or property on hand which exceeds the current and the 
anticipated needs of the Company to fulfill its business purposes (including needs for operating 
expenses, debt service, acquisitions, reserves and mandatory distributions, if any). 

b. Distributions to Members. All distributions shall be made to the Members 
in accordance with their Membership Units. 

c. Types of Distributions. Distributions shall be in cash and/or property as 
determined by the Managers. 

d. Distribution Not Allowed. No distribution shall be declaretl or made if, 
after giving it effect: 

i. the Company would not be able to pay its debts as they become 
due in the usual course of business; 

11. the Company's total assets would be less than the sum of its total 
liabilities; or 

m. the Company would not have the amount needed if it were to 
dissolve at the time of the distribution to satisfy the preferential rights of other N1embers upon 
dissolution that are superior to the rights of the Members receiving the distribution. 

e. Liability of Member in Accepting a Distribution. A Memb~r who accepts 
or receives a distribution with knowledge of facts indicating the distribution is in iiolation of the 
Act or the Agreement is liable to the Company for the amount the Member accepts or receives 
that exceeds the Member's share of the amount that could have been distributed without violating 
the Act or the Agreement. 

f. Distributions to Cover Tax Liability. If the Company incurs some income 
that would generate tax liability for its Members, and there is sufficient casli available for 
distribution to Members, it is the intent of the Company to distribute to Membe~s, based upon 
their Membership Units, sufficient cash to allow the Members to substantially pa~ the estimated 
federal income tax liability associated with the allocation of income to each MemBer. 

ARTICLE VI ·DISPOSITION OF MEMBERSHIP INTEREST!s 

6.1 General. Every sale, assignment, transfer, exchange, mortgage,/ pledge, grant, 
hypothecation or other disposition of any Membership Interest shall be m1de only upon 
compliance with this Article. No Membership Interest shall be disposed of if: 

a. the disposition would cause a termination of the Comp[y as defined 
under the Code; 

b. the disposition would be in violation· of any applicable -state or federal 
securities law or regulation; or j . 

c. the assignee of the Membership Interest does not provi e the Company 
with the information and agreements that the Members may require in connebtion with such 

u~---------7 ~--- .. --- -----------------------
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· disposition. Any attempted disposition of a Membership Interest in violation of this Article is 
null and void. 

6.2 Permitted Dispositions. Subject to the provisions of this Article, a Member may 
assign such Member1

S Membership Interest in the Company in whole or in part. Tlie assignment 
of a Membership Interest does not itself entitle the assignee to participate in the m~agement and 
affairs of the Company or to become a Member or to vote on any matters submitte1 to Members 

. to vote upon. Such assignee is only entitled to receive, to the extent assigned, the distributions to 
which the assigning Member would otherwise be entitled. 

An assignee of a Membership Interest shall be admitted as a substhute Member 
and shall be entitled to all the rights and powers of the assignor only if the Cla~s A Member 
consents. If admitted, the substitute Member, has, to the extent assigned, all of the rights and 
powers, and is subject to all of the restrictions and liabilities of a Member and therer.1 ore is subject 
to the terms and conditions of this Agreement. 

6.3 Right of First Refusal. A Member may not sell, assign, transfer, or exchange any 
Offered Membership Interest unless the Transferring Member first notifies the Cor,pany and the 
Class A Member of the identity of the prospective buyer, assignee, or transferee and sends to the 
Company and the Class A Member a copy of the Offer, and the Transferring Mdmber shall do 
the following: 

a. The Transferring Member must first offer to sell the Offeretl Membership 
Interest in the Company to the Company, for the same price and on the same ierms as those 
being offered to the Transferring Member in the Offer. The Company shall h~ve thirty (30) 
days after receiving said offer to ~ccept said offer. 

b. Any Offered Membership Interest not purchased by the Company 
pursuant to paragraph 6.3 .a. above shall then be offered to the Class A Member. The Class A 

•.• ,""'"'¥". ....... I 

Member shall have i;i-:~.:~ ;~:days after having received the offer to accept said offer. 

c. If the Company or the Class A Member receiving said OffJ does not elect 
to purchase the entire original Offered Membership Interest urs~-~~t to paragraphs 6.3.a. or 
6.3.b. above, the Transferring Member shall, for a period of: . [~Q0 days afte[ the expiration 
of the option periods set forth above, be free to sell the remaining Offered Membership Interest 
to the person or entity who submitted the Offer for the exact price and upon ~he exact terms 
disclosed in the Offer. Such purchaser shall not become a substitute Member o~ the Company 
unless the express written unanimous consent of Class A Member is obtained. /Otherwise, the 
purchaser shall become an assignee of a Membership Interest subject to the pr0visions of this 
Agreement. / 

. 6.4 Registration and Transfer of Interest. Each Member hereby ac+owledges and 
represents that notwithstanding any provisions contained in this Agreement, no Company interest 
or Membership Interest may be offered or sold and no transfer of such intereJt will be made 
either by the Company or the Members unless such interest is registered under th

1
b Securities Act 

of 1933 and any applicable securities laws of the State of Michigan or an opinioh of counsel for 
the Company, is obtained to the effect that there is no violation of applicable fed+al or state laws 
and the cost of such is reimbursed to the Company by the Member transferring the Membership 
Interest. 
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6.5 Entity Related . Transfers. Anything in this Agreement to ~he contrary 
notwithstanding, with respect to each Member that is an entity, transfers (i) from the/entity to one 
or more members; (ii) between individual equity. owners of the Member, are permitted without 
triggering any right of first refusal, subject to compliance with securities registration laws as 

I 

. specified under paragraph 6.4 of this Agreement. No transfer under this paragraph is effective 
unless the transferee executes and becomes a party to this Agreement as a substifute Member. 
The members of each Member entity as of the date of this Operating Agreemeht have been 
provided to the Company. 

ARTICLE VII- MEETING AND REPRESENTATIONS OF MEMBERS 

. 7.1 Member Representative. Each Member who is not an individual mJy designate a 
Member Representative for purposes of meetings of Members and all decisions/, actions and · 
communications on behalf of such Member. A Member may designate a new Member 
Representative by written notice to the Company and the other Members execute~ by either the 

I 
existing Member Representative of such Member or by the chairperson or President of such 
Member. Each Member Representative, when appointed and designated, and un~il terminated, 
shall be deemed to have full and complete authority to act on behalf of the Membe~ the Member 
Representative represents, and to bind such Member in all matters relating to, arisidg out of, or in 
connection with this Agreement, and the management and operation of the cbmpany. No 
Member Representative shall be personally liable to the Members by reason of/ said Member 
Representative's acts as such, except in the case of said Member Representative's gross 
negligence or actual fraudulent or dishonest conduct, or liable to any third party forl the debts and 
obligations of the Company. If applicable, the Member Representative for a Mem~er shall be set 
forth in Exhibit A. 

7.2 Voting. The Class A Member has all rights to vote as a Member of the Company 
and shall manage the day to day affairs of the Company. The Class B Members db not have any 
voting rights under this Operating Agreement. An amended report may be sent to the Class B 
Members in lieu of any annual meeting of the Members. 

7.3 Annual Meetings. An annual meeting of Members for the transaction of such 
business as may properly come before the Meeting may be held at such place, on such date, and 
at such time as the Class A Member shall determine. 

7.4 Special Meetings. Special meetings of Members for any prorr purpose or 
purposes may be called at any time by the Managers or any Member. [ 

7.5 Notice of Meetings: The Company shall deliver or said written notice stating the 
date, time, place and purposes of any meeting to each Member entitled to vote 1at the meeting. 
Such notice shall be given by e-mail or by mail through the postal service, not leJs than ten (1 0), 
nor more than si~t&::::.(,~p:~ days before the date of the meeting. All meetings of the Members shall 
be presided over by a Chairperson who shall be a Member so designated by the Managers. 
Presence at a meeting waives the required notice of the meeting unless the fviember at the 
beginning of the meeting objects to holding the meeting or the transacted business at the 
meeting. 

0 7.6 Consent. Any action required or permitted to be taken at an arp,mal or special 
meeting of the Class A Member may be taken without a meeting, without p ior notice, and 
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without a vote, if consents in writing, setting forth the action so taken are signed by the Class A 
Member. Every written consent shall bear the date and signature of the Class A Member who 
signs the consent. 

7. 7 Quorum. The presence of the Class A Member is a quorum for the tnansaction of 
business. 

7.8 Manner of Acting. The Class A Member may vote or may give its written 
consent and this shall be action on behalf of the Company and the Members. 

7.9 Representations and Warranties. Each Member, and in the case of an 
organization, the person(s) executing the Agreement on behalf of the organiz~tion, hereby 
represents and warrants to the Company and each other Member that if the ~ember is an 
organization, it is duly organized, validly existing, and in good standing under tHe laws of its 
state of organization and that it has full organizational power to execute and agree to the 
Agreement to perform its obligations hereunder. 

7.10 Investment Considerations. Each Member hereby further acknowledges and 
represents that: 

a. the Member has reviewed and understands the investment considerations 
described in the attached Exhibit C (Investment Considerations); l 

b. the Member has had the opportunity: (i) to investigate the b siness of the 
Company, the qualifications of the other Members, and the tax and financial imp~ications of an 
investment in the Company, and the merits and risks of investment in the Compaby, and (ii) to 
ask questions of, and receive answers from the Company concerning the terms an~ conditions of 
membership, to obtain such supplemental information as the Member deemed desirable, and the 
Member acknowledges and represents that all such information has been made reJdily available 
to the Member by the Company; 

c. in reaching the conclusion that the Member desires to invest in the 
Company, such Member has carefully evaluated his financial resources and the r'sks associated 
with the investment, including the risks described in subparagraph 7.1 O.a, above; 

d. the Member is familiar with the Company's business, properties, prospects 
and financial condition; and 

e. the Member has agreed to acquire a membership interest in the Company 
after evaluating these risks, and after obtaining the advice of such professional ~dvisors as the 
Member deems necessary in the Member's sole discretion;. 

7.11 Investment Decision. Each Member hereby further acknowledges and represents 
that: 

a. the Member is acquiring the Membership Interests for invfstment for the 
Member's own account and not with a view to, or for, resale, in connection with any distribution 
or public offering thereof within the meaning of the Securities Act of 1933, af amended (the 
"Securities Act"), and the Member does not now have any reason to anticipate ar y change in his 

-o~--------------------------~---1_0 __ _ ·----------------- ----------+--------------------------; 
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circumstances or other particular occasion or event which could cause the Member to sell or 
transfer such Membership Interest; 

b. The issuance of the Membership Interest will not be registered under the 
Securities Act or qualified under applicable state securities laws, including without ~imitation the 
Michigan Uniform Securities Act, on the grounds that the issuance of the InteJests to such 
Member is exempt from registration under such laws. The Membership Interes~ may not be 
resold or transferred by the Member without appropriate registration or the avadability of an 
exemption from such requirements; 

c. the Membership Interest is irrevocable, and except as provided in 
paragraph 6.6, must be held indefinitely by such Member unless the Membersfuip Units are 
subsequently registered under applicable federal and state securities laws or an exbmption from 
such registration is available; 

d. there is no market for the Membership Interest, and it is not anticipated 
that such a market will develop; 

e. the Member has such knowledge and experience in financia and business 
matters that the Member is capable of evaluating the merits and risks of the Membership Interest 
and can bear the economic risk of an investment in the Membership Interest forl an indefinite 
period of time; 

f. the Member is an "accredited investor" as defined in Rule 50l(a) of the 
Securities Act; 

7.12 Electronic Meetings. The Members may participate in a meeting of the Members · 
by means of conference telephone or similar communications equipment by meJs of which all 
persons participating in the meeting can hear each other. Participation in a meet'! g pursuant to 
this paragraph shall constitute presence in person at the meeting. 

ARTICLE VIII- MANAGEMENT 

8.1 Management of Business. The Company shall be managed by the Class A 
Member. The initial Manager shall be: 

8.2 Duties of Class A Member. The Class A Member shall manage the day to day 
operations of the Company. 

8.3 Management Vested with a Manager. Except as may be delegate' to the officers 
of the Company or otherwise be provided in this Agreement, the business an~ affairs of the 
Company shall be managed by the Class A Member. The Class A Member hap the power, on 
behalf of the Company, to do all things necessary or convenient to carry out the business and 
affairs of the Company, including the power to: 

a. purchase, lease or otherwise acquire any real or personal pFoperty; 
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b. sell, convey, mortgage, grant a security interest in, pledge, lease, exchange 
or otherwise dispose or encumber any real or personal property; 

c. open one or more depository accounts and make deposits into and checks 
and withdrawals against such accounts; 

d. borrow money, incur liabilities, and other obligations; 

e. enter into any and all agreements and execute any and all contracts, 
documents and instruments; 

f. engage employees and agents, define their respective duties, and establish 
their compensation or remuneration; 

g. establish pension plans, trusts, profit sharing plans and oth · r benefit and 
incentive plans for Members, employees and agents of the Company; 

h. obtain insurance covering the business and affairs of the Company and its 
property and on the lives and well being of its employees and agents; 

1. commence, prosecute, or defend any proceeding in the Company's name; 
and 

j. participate. with others in partnerships, joint ventures or other associations 
and strategic alliances. 

k. the sale, exchange, lease, or other transfer, of all or substanitially all of the 
assets of the Company; and I 

l. after the sale or transfer of all or substantially all of thb assets of the 
Company, the (i) investment of the proceeds of such sale in one or more ~~nvestments or 
businesses; and (ii) the distribution of all or part of such proceeds to the Members. 

8.4 Standard of Care; Liability. Class A Member shall dischargJ said Class A 
Member's duties in good faith, with the care an ordinarily prudent person in a lik9 position would 
exercise under similar circumstances, and in a manner the Class A Member reas

1

onably believes 
to be in the best interests of the Company. The Class A Member shall not be liable for any 
monetary damages to the Company for any breach of such duties except for rece~t of a financial 
benefit to which the Class A Member is not entitled; voting for or assenting to h distribution to 
Members in violation of this Agreement or the Act, or a knowing violation of the law. 

8.5 ·Tax Matters Partner. The Class A Member shall be the tax matters partner of the 
Company pursuant to Code § 6231(a)(7). Any Member designated as tax maJers partner shall 
take such action as may be necessary to cause each other Member to become a notice partner 
within the meaning of Code § 6223. 

8.6 ·compensation. The Class A Member, acting on behalf of the C!mpany, shall be 
reimbursed for reasonable expenses incurred while conducting the business of the Company. 

12 
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ARTICLE IX- OFFICERS 

9.1 Officers. The Class A Member of the Company may, in its sole discretion, elect 
officers of the Company to conduct the day to day affairs of the Company under /the direction 
and supervision of the Managers. The officers elected by the Class A Member may consist of a 
President, a Secretary, a Treasurer, and if desired, a Chairman of the Board and one 6r more Vice 
Presidents. An officer shall hold office for the term for which said officer is electe~ or appointed 
and until said officer's successor is elected or appointed and qualified, or until/said officer's 
resignation or removal. Two or more offices may be held by the same person, rout an officer 
shall not execute, acknowledge or verify an instrument in more than one capacity, if the 
instrument is required by law or this Agreement to be executed and acknowledged br verified by 
two or more officers. 

9.2 Duties of Officers. The officers of the Company may be charged with the daily 
operations of the Company and shall perform such duties as specified by Class A rl ember of the 
Company. 

ARTICLE X- EXCULPATION OF LIABILITY; INDEMNIFICATION 

10.1 Exculpation of Liability. Unless otherwise provided by law or expressly 
assumed, a person who is a Member or Officer, shall not be liable for the acts, omissions, 
representations, covenants, debts or liabilities of the Company. 

10.2 Mandatory Indemnification by the Company. Except as otherwise provided in 
this Article, the Company shall indemnify any Member, and any officer of the Company, and 
may (in its sole discretion) indemnify any employee or agent of the Company J.ho was or is a 
party or is threatened to be made a party to a threatened, pending or completed/ action, suit or 
proceeding, whether civil, criminal, administrative, or investigative, and whether formal or 
informal, other than an action by or in the right of the Company, by reason ofthb fact that such 
person is or was a Member, employee, or agent of the Company. 

a. Indemnification Applied Against Expenses. Any Indemnified Person shall 
be indemnified against expenses, including attorneys fees, judgments, penal~ies, fines and 
amounts paid in settlement actually and reasonably incurred by such Indemnified Person in 
connection with the action, suit or proceeding, only if the Indemnified Person actdd in good faith, 
with the care an ordinarily prudent person in a like position would exercisJ under similar 
circumstances, and in a manner that such Indemnified Person reasonably belied~ed to be in the 
best interests of the Company and, with respect to a criminal action or pro 

1

eeding, if such 
Indemnified Person had no reasonable cause to believe such Indemnified Person's conduct was 
unlawful. 

b. Success of Person. To the extent that an Indemnified J:?/· erson has been 
successful on the merits or otherwise in defense of an action, suit or proceeding or in defense of 
any claim, issue or other matter in the action, suit or proceeding, such Indemni:ffied Person shall 
be indemnified against actual and reasonable expenses, including attorneys fJes, incurred by 

. I 
such Indemnified Person in connection with the action, suit or proceeding broug t to enforce the 
mandatory indemnification provided in this Agreement. 

13 
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c. Events of Indemnification. Any indemnification permitted under this 
Article, unless ordered by a court, shall be made by the Company only as authorized in the 
specific case and upon: 

i. a determination that the indemnification is propeF under the 
circumstances because the Indemnified Person has met the applicable standard of cor1 duct; and 

ii. an evaluation of the reasonableness of expenses and ounts paid 
in settlement. 

This determination and evaluation shall be made by the Class A 
Member or other members who are not parties or threatened to be parties to the action, suit or 
proceeding. 

d. Events When Indemnification Shall Not Be Provided. Notwithstanding 
the foregoing to the contrary, no indemnification shall be provided to any Member, employee, or 
agent of the Company for or in connection with: 

1. the receipt of a financial benefit to which such lPerson is not 

. . . fi . . d' 'b . M b J 1 . f u. votmg or or assentmg to a 1stn utwn to em ers in v1o atwn o 

entitled; 

this Agreement or the Act; and 

111. a knowing violation of law. 

ARTICLE XI -DISSOLUTION AND WINDING UP 

11.1 Dissolution. The Company shall dissolve and its affairs shall be w 1 und up on the 
first to occur of the following events: 

a. at any time specified in the Articles or this Agreement; 

b. upon the happening of any event specified in the Alrticles or this 
Agreement; 

c. by a vote of the Class A Member; 

d. unless the Class A Member determines otherwise, fifteen (15) years from 
the Effective Date of this Agreement.; or 

e. upon the entry of a decree of judicial dissolution. 

11.2 Winding Up. Upon dissolution, the Company shall cease carrying on its business 
and affairs and shall commence winding up the Company's business and af1airs as soon as 
practicable. Upon the winding up of the Company, the assets of the Corpany shall be 
distributed first to creditors to the extent permitted by law, in satisfaction of C/ ompany debts, 
liabilities, and obligations, ·and then to Members and former Members in satisfaction of 
Company liabilities to them, and then the balance of the net proceeds shall be distributed to the 
Members in accordance with their Membership Units. 

·0.......__ _______________ 1_4_. 
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ARTICLE WITHDRAWAL OR. 

12.1 Voluntary Withdrawal of a Member. A Member may not volnnt~lrihr 
from the Company or voluntarily dissolve (if applicable), without the unanimous nrr•itt""" 

of Class A Member. 

12.2 Death of a Member. 

a. Purchase or Liquidation. If an individual Member dies, then Company 
has an option for ninety (90) days from the date notified of the death of the Mem to either (i) 
purchase the Membership Interest from the deceased person's heirs or estate, or i) allow the 
deceased Members' heirs to become assignees of the Membership Interest reores~!nted by the 
Units held by the deceased Member. Such purchase shall occur within · 

b. Purchase Price. The purchase price for any 
Membership Interest where the Company has elected to purchase the Membership 
be "':\'.'~,;~ :::'.:9/Unit multiplied by the number of Membership Units owned by deceased 
Member. 

c. Terms of Payment and Purchase Price. The Company may elect to have 
the Company pay the purchase price plus interest at ~~~ per annum to the Member's 
. !<··: equal, consecutive monthly installments commencing within .. 
date of notice of the death sent to the Company. 

ARTICLE XIII· ADDITION OF NEW MEMBERS 

13.1 Addition of New Members. The Class·A Member may determine 
best interest of the Company to admit additional Members subject to the 
Agreement, as amended to reflect the new ownership interests. 

ARTICLE XIV· MISCELLANEOUS PROVISIONS 

it is in the 
of this 

14.1 Nouns and Pronouns. Nouns and pronouns will be deemed refer to the 
masculine, feminine, neuter, singular and plural, as the identity of the person or p;er·sm1s, firm or 
corporation may in the context require. 

14.2 Headings. The headings contained in this Agreement have been m· .lS·I ~rte:d only as a 
matter of convenience and for reference, and in no way shall be construed to limit or 
describe the scope or intent of any provision of this Agreement. 

14.3 Counterparts. This Agreement may be executed in several cou.ntero 
which will be deemed an original but all of which will constitute one and the 

14.4 Entire Agreement. This Agreement and the Articles for the C 
the entire agreement among the parties hereto and contain all of the agreem 
parties with respect to the subject matter hereof. This Agreement supersedes 
agreements, either oral or written, between said parties with respect to the subj 

any constitute 
among said 

and all other 
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14.5 . Severability. The invalidity or unenforceability of any particular provision of this 
Agreement shall not affect the other provisions hereof, and this Agreement shall be donstrued in 
all respects as if such invalid or unenforceable provisions were omitted. 

14.6 Amendment. In conjunction with the provisions of paragraph 7.2 of this 
Agreement, this Agreement may be amended or revoked at any time by a writtem agreement 
executed by all of the parties to this Agreement. No change or modification to thi~ Agreement 
shall be valid unless in writing and signed by all of the parties to this Agreement. 1 

14.7 Notices. Any notice permitted or required under this Agreem 
1 

nt shall be 
conveyed to the party at the address reflected in this Agreement on Exhibit A and will be deemed 
to have been given, when deposited in the United States mail, postage paid, or whenl delivered in 
person, or by courier or by facsimile transmission or may be given by e-mail tp the e-mail 
address also listed in Exhibit A or in the Subscription Agreement executed by the Member. 

14.8 Binding Effect. Subject to the provisions of this AgreemeJ relating to 
transferability, this Agreement will be binding upon and shall inure to the benefit df the parties, 
and their respective. distributees, heirs, successors and assigns. 

14.9 Governing Law; Venue. This Agreement shall be governed by, construed and 
enforced in accordance with the laws of the State of Michigan, without giving effJct to conflict 
of law principles. All actions or proceedings arising from or related to this Agreebent shall be 
brought in a state court of competent subject matter jurisdiction in Ingham County) Michigan, or 
in the federal courts of competent subject matter jurisdiction in the Western District of Michigan, 
Southern Division. Each party expressly and irrevocably consents to personal jubsdiction and 
venue in such courts, and agrees not to object to such jurisdiction or venue on fue ground of 
forum non conveniens or otherwise. 

14.10 Arbitration. At the Company's election and in its discretion, any dispute, 
controversy, or claim arising out of or related. to this Agreement or the breach thereof to which 
the Company is a party shall be submitted to and settled by binding arbitration/in accordance 
with the Commercial Arbitration Rules of the American Arbitration Association C'j'AAA"). Such 
arbitration will be conducted by private party administration consisting of either one or three 

I 
arbitrators selected by the Company at its election, but shall not be conducted by AAA. The 
arbitrators shall produce a reasoned, written de.cision as the basis for any awara. The parties 
agree that no awards of punitive damages may be made. Any counterclaims mudt be brought in 
the first filing by a party or shall be barred. The costs of such arbitration shall be ~aid equally by 
the parties, and each party shall be responsible for its own attorneys fees, cost~ and expenses. 
The arbitration award may be entered as a final judgment in any court having jurisdiction 
thereon. The arbitration shall be held in the metropolitan J;~ti~itlg;);Mic:J:i{g~r:t ar+. Any dispute 
as to whether a controversy or claim is subject to arbitration shall be submittea as part of the 
arbitration proceeding. This provision shall survive termination of this Agrbement without 
limitation. · / 

. 14.11 Advice of Counsel. The Members agree, stipulate, and acknowle~ge that FSC&S 
has prepared this Agreel)lent on behalf of and in the course of its r9presentation of 

; the Class A Member and that FSC&S has not represented the interest of any -----
Class B Member in connection with this Agreement, and that: 

0 16 - 1-----------------------·---.. .. ··-···----··----------·t-----·-·---~------------·---1 
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a. each Member has been advised that a conflict of interest may exist 
between said Member's interest and those of the Company and/or the other MembersJ 

b. each Member lias beert advised to seek the advice of indepLdent legal 
counsel; and 

c. each Member has had the opportunity to seek the advice of independent 
legal counsel. 

14.12 Securities Legend. With respect to securities registration, each certificate (if any) 
evidencing a Membership Unit will carry the following legend: 

THE SECURlTIES REPRESENTED BY THIS CERTIFICATE HAVE NOT 
BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS 
AMENDED (THE "ACT"), OR REGISTERED OR QUALIFIED tni"DER 
APPLICABLE STATE SECURITIES LAWS ("STATE LAWS"), PURSUANT 
TO AN INVESTMENT REPRESENTATION BY THE PURCHASER 
THEREOF. THESE SECURlTIES SHALL NOT BE OFFERED, ~OLD, 
PLEDGED, HYPOTHECATED, DONATED, OR OTHERjWISE 
TRANSFERRED WHETHER OR NOT FOR A CONSIDERATION, BYj THE 
PURCHASER IN THE ABSENCE OF A REGISTRATION EXCEPT UPON 
THE ISSUANCE TO THE COMPANY OF A FAVORABLE OPINION qF ITS 

g~~~i~I~~~g: A~~A ~u:~~~i?s~ Jc~~:ir~0~6~~LO~~Jg~g 
. I 

COMPANY, IN EITHER CASE TO THE EFFECT THAT SUCH TRANSFER 
SHALL NOT BE IN VIOLATION OF THE ACT AND APPLICABLE STATE 
LAWS. 
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IN WITNESS WHEREOF, the parties h~teto make and execute this AllJ:eeFnent 

on the date set forth above. 

THE COMPANY: 

CLASS A MEMBER 

By: 

Its Manager 

CLASS A MEMBER: 

Its Manager 

CLASS B MEMBER: 
(see executed-Subscription Agreements) 

By: __________ +-

553739 _!..DOC 

-0!-----------18 ____ .... --------------------------------



DRAFT 0 

EXHIBIT A 

OPERATING AGREEMENT OF 

Dated ______ , 2008 

0 0 
0 
0 
0 
0 

Class A Member Name and Address Capital Membership Membership 
Contribution Units Interest 

0 :=================================-~ ~=---+-----~-----r+---==~--~ Class B Members Name and Address 

0 1-----------+------i 

0 
0 r--------r---

0. 

0 
0 1------------r---

0 
0 
0 
0 
0 
d 

TOTALS: 

0 19 ------

100% 
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EXHIBITB 
INTERNAL REVENUE CODE §704(B) PROVISIONS 

ARTICLE B-1 
DEFINITIONS 

1.1 . Company Minimum Gain. ·An amount determined by first computing for each 
Company Nonrecourse Liability any gain the Company would realize if it disdosed of the 
Company Property subject to that liability for no consideration other than full satisfaction of the 
liability, and then aggregating the separately computed gains. The amount Jf Company 

I 
Minimum Gain includes such minimum gain arising from a conversion, refinancing, or other 
change to a debt instrument, only to the extent a Member is allocated a share of tHat minimum 
gain. For any Taxable Year, the net increase or decrease in Company MinirAum Gain is 
determined by comparing the Company Minimum Gain on the last day of the I immediately 
preceding Taxable Year with the Minimum Gain on the last day of the current Taxable Year. 
Notwithstanding any provision to the contrary contained herein, Company Minimfun Gain and 
increases and decreases in Company Minimum Gain are intended to be computed ih accordance 
with §704 of the Code and Regulations issued thereunder, as the same may bb issued and 
interpreted from time to time. A Member's share of Company Minimum Gain at cle end of any 
Taxable Year equals: the sum of Nonrecourse Deductions allocated to that Membdr (and to that 
Member's predecessors in interest) up to that time and the distributions made to ~hat Member 
(and to that Member's predecessors in interest) up to that time of proceeds of a! nonrecourse 
liability allocable to an increase in Company Minimum Gain minus the sum of that Member's 
(and that Member's predecessors in interest) aggregate share of the net decreases/ in Company 
Minimum Gain plus their aggregate share of decreases resulting from revaluations of Company 
Property subject to one or more Company Nonrecourse Liabilities. 

1.2 Company Nonrecourse Liability. A Company Liability to the eoctent that no 
Member or related person bears the economic risk of loss (as defined in§ 1.752-2 of the Treasury 
Regulations) with respect to the liability. J 

1.3 Member Minimum Gain. An amount determined by first comp ting for each 
Member Nonrecourse Liability any gain the Company would realize if it di~posed of the 
Company property subject to that liability for no consideration other than full satisfaction of the 
liability, and then aggregating the separately cbmputed gains. The amount ofMe~ber Minimum 
Gain includes such minimum gain arising from a conversion, refinancing, or other change to a 
debt instrument, only to the extent a Member is allocated a share of that minimum/gain. For any 
Taxable Year, the net increase or decrease of Member Minimum Gain is qetermined by 
comparing the Member Minimum Gain on the last day of the immediately prec~ding Taxable 
Year with the Minimum Gain on the last day of the current Taxable Year. Notwilhstanding any 
provision to the contrary contained herein, Member Minimum Gain and increases and decreases 
in Member Minimum Gain are intended to be computed in accordance with §704 of the Code 
and Treasury Regulations issued thereunder, as the same may be issued and in~erpreted from 
time to time. 

o~----------------- ··-·····----·-·-.. ····-+----- --- ·---------·----·--------: 
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. . . 1:4 Member Nonrecourse Liability. · ~y Company Liability to th 
1 

extent the 
ha.blhty IS nonrecourse under state law, and on which a Member or Related Person bears the 
economic risk of loss under §1.752-2 of the Code because, for example, the Membe~ or Related 
Person is the creditor or a guarantor. 

1.5 Net Losses. The losses and deductions of the Company determined in accordance 
with accounting principles consistently applied from year to year employed under tHe method of 
accounting adopted by the company and as reported separately or in the atgregate, as 
appropriate, on the tax return of the Company filed for federal income tax purposes. 

1.6 Net Profits. The income and gains of the Company determined in accordance 
with accounting principles consistently applied from year to year employed under t1e method of 
accounting adopted by the Company and as r~ported separately or in the aggregate, as 
appropriate, on the tax return of the Company filed for federal income tax purposes. 

1.7 Nonrecourse Liabilities. Nonrecourse liabilities include Company Nonrecourse 
Liabilities and Member Nonrecourse Liabilities. 

1.8 Offsettable Decrease. Any allocation that unexpectedly causes OF increases a 
I 

deficit in the Member's Capital Account as of the end of the taxable year to which fe allocation 
related attributable to de.pletion allowances under §1.704-1(b)(2)(iv)(k) of the Regulations,. 
allocations of loss and deductions under §§704(e)(2) or 706 of the Code or under §1.751-1 of the 
Regulations, or distributions that, as of the end of the year, are reasonably expected to be made to 
the extent they exceed the offsetting increases to such Member's Capital Account thht reasonably 
are expected to occur during (or prior to) the taxable years in which such distibutions are 
expected to be made (other than increases pursuant to a Minimum Gain Chargeback9. 

ARTICLE B-II 
CODE SECTION 704(b) PROVISIONS 

2.1 Allocations of Net Profits and Net Losses from Operations. Except as may be 
required by §704(c) of the Code, and §§ 2.2, 2.3, and 2.4 of this Article B-II, net profits, net 
losses, and other items of income, gain, loss, deduction and credit shall be apportioned among 
the Members in accordance with Article V of the Operating Agreement. 

2.2 Company Minimum Gain Chargeback. If there is a net decrease in Company 
Minimum Gain for a Taxable Year, each Member must be allocated items of incomle and gain for 

I 
that Taxable Year equal to that Member's share of the net decrease in Company M[nimum Gain. 
A Member's share of the net decrease in Company Minimum Gain is the amount df the total net 

I 
decrease multiplied by the Member's percentage share of the Company Minimum Q-ain at the end 
of the immediately preceding Taxable Year. A Member's share of any decreasJ in Company 
Minimum Gain resulting from a revaluation of Company Property equals the ifcrease in the 
Member's Capital Account attributable to the revaluation to the extent the reductiop in minimum 
gain is caused by the revaluation. A Member is not subject to· the Company ~inimum Gain 
Chargeback Requirement to the extent the Member's share of the net decreas~ in Company 
Minimum Gain is caused by a guarantee, refinancing, or other change in the debt instrument 
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causing it to become partially or wholly a Recourse Liability or a Member Nonrecourse 
• < I 

Liability, and the Member bears the economic risk of loss (within the meaning of §lf52-2 of the 
regulations) for the newly guaranteed, refinanced, or otherwise changed liability. J 

2.3 Member Minimum Gain Chargeback. If during a Taxable Year tHere is a net 
decrease in Member Minimum Gain, any Member with a share of that Member Mihimum Gain 
(as determined under §1.704-2(i)(5) of the Regulations) as of the beginning of that ~axable Year 
must be allocated items of income and gain for that Taxable Year (and, if necessary, for 
succeeding Taxable Years) equal to that Member's share of the net decrease in t~e Company 
Minimum Gain. A Member's share of the net decrease in Member Minimum Gain i~ determined 
in a manner consistent with the provisions of § 1.704-2(g)(2) of the Regulations. 1 Member is 
not subject to this Member Minimum Gain Chargeback, however, to the extent the !net decrease 
in Member Minimum Gain arises because the liability ceases to be Member Nonrecourse 
Liability due to a conversion, refinancing, or other change in the debt instrument tha~ causes it to 
become partially or wholly a Company Nonrecourse Liability. The amount that woJld otherwise 
be subject to the Member Minimum Gain Chargeback is added to the Membir's share of 
Company Minimum Gain. In addition, rules consistent with those applicable to Company 
Minimum Gain shall be applied to determine the shares of Member Minimum Gain /and Member 
Minimum Gain Chargeback to the extent provided under the Regulations issued pursuant to 
§704(b) of the Code. 

_ 2.4 Qualified Income Offset. In the event any Member, in sufh capacity, 
unexpectedly receives an Offsettable Decrease, such Member will be allocated items of income 
and gain (consisting of a pro rata portion of each item of partnership income and fain for such 
year) in an amount and manner sufficient to offset such Offsettable Decrease as quickly as 
possible. 

2.5 Elections. The Company may make any tax eleCtions for the Company allowed 
under the Code or the tax laws of any state or other jurisdiction having taxing jur·lsdiction over 
th~ Company. 

2.6. Taxes of Taxing Jurisdictions. To the extent that the laws of any taxing 
jurisdiction requires, each Member requested to do so by the Company will submit ian agreement 
indicating that the Member will make timely income tax payments to the taxing juhsdiction and 
that the Member accepts personal jurisdiction of the taxing jurisdiction with ~egard to the 
collection of income taxes attributable to the Member's income, and interest, ~nd penalties 
assessed on such income. If the Member fails to provide such agreement, the Company may 
withhold and pay over to such Taxing Jurisdiction the amount of tax, penald and interest 
determined under the, laws of the<Taxing Jurisdiction with respect to such inco~e. Any such 
payments with respect to the income of a Member shall be treated as a distributiod for purposes 
of Agreement. The Company may, where permitted by the rules of any taxing juri!diction, file a 
composite, combined or aggregate tax return reflecting the income of the Com pan,~ and pay the 
tax, interest and penalties of some or all of the Members on such income fo the taxing 
jurisdiction, in which case the Company shall inform the Members of the amount of such tax 
interest and penalties so paid. < 
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EXHIBIT C 
INVESTMENT CONSIDERATIONS 

An investment in the. Company involves a high degree of risk. In addition to the risks 
described elsewhere in the Operating Agreement, the risks described below represent the 
material risks a Member should carefully consider before making an investment dedsion. If any 
of these risks occur, the Company's business, financial condition, liquidity ana results of 
operations could be materially and adversely affected, in which case the v~lue of the 
Membership Units could decline significantly and a Member could lose all or a part /of his or her 
investment. The risk factors described below are not the only ones that may affect tlie Company. 
Additional risks and uncertainties not presently known to the Company may also adJersely affect 

· the Company's business, financial condition, liquidity and results of operations. 

No Prior Business History. The Company has no prior business history. 

No Tangible Assets. The Company has and will likely have no tangible assets other than 
miscellaneous office supplies and related materials. 

Management Structure. Under the Operating Agreement of the Company, ~he authority 
to manage the operations and daily business of the Company is delegated to the Class A 
Member. Unless otherwise agreed, all decisions affecting the Company are to be made by the 
Class A Member in its discretion, including any decision to invest assets of the Company in 
another business. The Class B Members in their capacity as Members, will nor be actively 
involved in the management of the Company. 

· · · purpose of the C0mpany is to 
invest in what is known as the Any decision to inveh in such an 

I 

enterprise will be made by Class A Members, based upon information available to ~t at the time. 
Although information regarding such Project will be compiled by the Compady, it will be 

I 

prepared by others who are beyond the Company's control. The Class A Member has evaluated 
the Project based upon certain information primarily supplied by the Seller of thd Project. No 
assurance can be given that such information will be accurate or complete. 

The performance of the Company depends on the performance of the Project. No 
assurance can be given that the Project specific performance projections or goals w~ll be met. 

Business Risk. The Company and the Project will be constructed w1in proposed 
timetables or under proposed costs, or tenants will take occupancy of the Project. this proposed 
time table is pursuant to proposed rents and it is unclear whether the Company will invest will 
also be subject to risks facing any other business, including economic downturnsl competition, 
liability claims, and many other risks. If the Class B Member lives outside of the llJnited States, 
their investments in the Company will be subject to currency fluctuations and special 
circumstances attributable to the legal, political, economic and social structures u111ique to USA, 
and any restrictions which may be imposed by other Country. J 

Restricted Securities. The Membership Units issued to Members wil be restricted 
securities under the Securities Act and thus may not be resold except pursuant to registration or 
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an exemption from registration. The Operating Agreement (and if applicable, any certificate 
representing the Membership Units) will contain a legend (in addition to any spedific legends 
required under applicable state securities laws) substantially as follows: 

THE SECURITIES REPRESENTED BY THIS [AGREEM~NT/ 

CERTIFICATE] HAVE BEEN ISSUED WITHOUT REGISTRATION UN[)ER 
THE SECURITIES ACT OF 1933, AS AMENDED (THE "ACT"),I OR 
REGISTERED OR QUALIFIED UNDER APPLICABLE STATE SECURipES 
LAWS (''STATE LAWS"), PURSUANT TO AN INVESTMENT 

I 

REPRESENTATION BY THE PURCHASER THERE OF. Tl}ESE 
SECURITIES SHALL NOT BE OFFERED, SOLD, PLED<GED, 
HYPOTHECATED, DONATED, OR OTHERWISE TRANSFERIR£D 

I 

WHETHER OR NOT FOR A CONSIDERATION, BY THE PURCHASE~ IN 
THE ABSENCE OF A REGISTRATION EXCEPT UPON THE ISSUANCE TO 
THE COMPANY OF A FAVORABLE OPINION OF ITS COUNSEL AN~/OR 
THE SUBMISSION TO THE COMPANY OF SUCH OTHER EVIDENCE AS 

I 
MAY BE SATISFACTORY TO COUNSEL AND TO .COMPANY, IN EIIjHER 
CASE TO THE. EFFECT THAT SUCH TRANSFER SHALL NOT BE IN 
VIOLATION OF THE ACT AND APPLICABLE STATE LAWS. l 

To ensure that transfers of the Membership Units are made in strict accord ce with all 
limitations upon transfers imposed by the federal and applicable state securitifs laws, the 
Company may require an opinion of counsel with respect to the applicability of such laws to a 
transfer. The books and records of the Company will include respective "stop trans~er" notations 
to the effect that no transfer of any Membership Units shall be effective unless stri9t compliance 
with the applicable securities laws shall occur, the detennination of which will be at the absolute 
discretion of the Company. 

No Market. There is no present market for the Membership Units and no market for the 
Membership Units will develop. In addition, the transferability of Membership U~its is subject 
to the terms of this Operating Agreement and each Member will have very limited rights to 
dispose of the Member's Membership Units prior to dissolution of the Company. lA.ccordingly, 
an investment in the Membership Units will not be liquid and Members wilE likely have 

I 
difficulty selling such Membership Units in the future. The purchase of the Membership Units 
should be considered only as a long term investment. 

Not a Registered Offering. The Membership Units have not been registe~ed under the 
Securities Act in reliance upon exemptions from registration. Prospective Mfmbers must 
recognize that they do not have the same protections afforded by fully registe~ed securities 
offerings because they do not have the benefit of prior review by regulatory authorities. 
Accordingly, each Member must judge the adequacy of disclosure and the fairnesl

1 

of the terms 
of this venture on his or her own. . 

Forward Looking Statements. Because of their nature, predictions, forecasts, and 
projections about the future are inherently risky. In the case of a new com~any like the 
Company, such forward looking statements about Company operations are especially likely to be 
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imperfect, wrong, or unintentionally misleading. All predictions, forecasts, and pFojections are 
based on assumptions that may not prove to be accurate. In addition, the dstimates and 
assumptions underlying the projections are based on numerous economic and\ competitive 
assumptions that are beyond the Company's control. Potential Members should r{ealize that all 
such projections are good faith estimates only and that actual results will vary, ahd may vary 
significantly. Because of the limitations of these projections, Members are caJtioned about 
placing undue reliance on them. This information was not prepared with a vifw to public 
disclosure or to compliance with published guidelines of the Securities and Exchange 
Commission or any state securities commission. 

Foreshadowing statements, without limitation, statements relating to the profitability of a 
Membership Unit and adequacy of the Company's resources are made pursuant to tHe safe harbor 
provisions of the Private Securities Litigation Reform Act of 1995. Members are I advised that 
such foreshadowing statements involve risks and uncertainties, including witho~t limitation, 
risks associated with the future economic conditions, and other risks and uncertain~ies indicated 
from time to time, many of which are beyond the control of the Company. In addition, when 
used herein, the words "will", "intends to", "anticipates", "expects", "likely" and bther similar 
expressions are intended to identify foreshadowing statements. 

Equity Investment. Investment in any equity unit of ownership such as the Membership 
Units is risky because there is no guaranteed return or growth, if any, on the investment and the 
amount and frequency of distributions, if any, and the amount of any growth, if any, \is dependent 
upon the future financial success of the Company, which cannot be predicted with any certainty. 
Because of restrictions on the sale or other transfer of the Membership Units, nJ established 
market for the interests will develop. Members may not, therefore, be able to li~uidate their 
investment in the event of an emergency or for any other reason and must continuf to bear the 
economic risk of the investment for an indefinite period. Members are in no way guaranteed that 
they will experience gains or not suffer losses in the value of their investment. 

Each prospective Member is urged to consult with his or her tax and financial advisors to 
determine if an investment in the Company is suitable for the Member. 

Tax Classification of the Company. While the Company believes that it will be classified 
as a partnership for federal, state, and local tax purposes, the Company has not obtained (and 
does not intend to obtain) either an opinion of counsel or an advance ruling from! the Internal 
Revenue Service ("Service"), the Michigan Department of Treasury, or any local tax authority 
that the Company will, indeed, be classified as a partnership for tax purposes, aj1 d not as an 
association taxable as a corporation. There is a risk the Service, the Michigan D partment of 
Treasury, or a local tax authority will seek to classify the Company as an association taxable as a 
corporation for income tax purposes, which could have significant adverse tax and nk1erhaps other 
consequences for Members. EACH PROSPECTIVE MEMBER IS URGED TO CONSULT 
HIS/HER TAX AND LEGAL ADVISOR(S) REGARDING THE TAX AND OT' ER RISKS 
AND CONSEQUENCES OF AN INVESTMENT IN THE COMPANY. 

Tax Risks. The federal income tax aspects of an investment in the Company 
1

are complex 
and their impact may vary depending on a Member's individual circumstances. Me 'bers should 
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consider the following tax risks, among others: (a) the Company has not obtained any opinion on 
material tax issues or the realization in the aggregate of all potential material tax corlsequences of 
an investment in the Company; (b) Members will be taxed currently on their allodble shares of 
the Company's taxable income, even if they receive no distributions of cash from t~e Company; 
(c) the Company was not formed with the intent to produce deductions in excess of income that 
could be used to offset income from other sources; (d) any losses allocated to a !Member are 
likely to be subject to the limitations on deduction of passive activity losses and may be further 
limited under the at risk rules; (e) any income realized by a Member from the Com~any is likely 
to be taxed as ordinary income rather than as capital gain; (f) the Service may a!sert that the 
Company should be characterized as an association taxable as a corporation, fhich would 
deprive Members of tax benefits from operating in a partnership form; (g) Members might be 
deemed to have a status other than partners in a partnership for federal income tax purposes; (h) 
income allocated by the Company to retirement plans and accounts or other j tax exempt 
investments may be taxable to them as unrelated business taxable income; (i) the Service may 
challenge the Company's allocation of income, gain, loss, deduction and credit; G) Members may 
be precluded from claiming certain deductions by virtue of limitations on miscellane:ous itemized 
deductions; (k) the Company may claim deductions or other tax benefits to which it ~elieves it is 
entitled, but there can be no assurance that the deductions or other benefits will b~ allowed on 
audit; and (1) tax laws, rules, regulations and rulings may change, with or withoJt retroactive 
effect. No advance ruling will be sought from the Service on any tax issue. EACH. RI'DTENTIAL 
MEMBER IS URGED TO CONSULT HIS TAX ADVISOR REGARDING THE TAX 
CONSEQUENCES OF INVESTING IN THE COMPANY, WITH SPECIFIC REF,RENCE TO 
HIS OWN TAX SITUATION. J 

Determination of the Price for Membership Units. The. price for the Membership Units 
was arbitrarily determined by the Company and may have no relationship to book ~alue, assets, 
earnings or any other generally accepted criteria of value. 

Liability of Members. In general, Members in the Company will not 9e liable for 
obligations of the Company. However, their capital contributions, and respective shares of the 
Company's assets an.d retained profits are subject to the risk of the Company's 1J

1

1usiness and 
claims of Company creditors. 

Return of Distributions and Contributions. If the Company were unable therwise to 
meet its obligations, a Member might be obligated to return cash distribution~ previously 
received by him or her where the distribution is in violation of the operating agre9ment or the 
Michigan Limited Liability Company Act. Under the Michigan Limited Liability Company Act, 
a member may not receive a distribution from the Company to the extent that, at thcl time of the 
distribution and after giving effect to the distribution, all liabilities of the Compan~, other than 
liabilities to members on account of their interest in the Company, would exceed the fair value of 
the Company's assets. 
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$TATE OF MICHIGAN 

DEPARTMENT OF ENERGY, lABOR & ECONOMIC GROWTH 
JENNIFER M. GRANHOLM 

GOVERt-.JOR 

December 30, 2008 

Mr. Ken Szymusiak 
Lansing Economic Development Corporation 
401 S. Washington Sq., Suite. 100 
Lansing, MI 48933 · 

Mr. Szymusiak: 

I 
lflt ~-r~ ~;~ r~, F\~-
1.· '' :!··' ~ef '·'l ' 
J/\h~ U ,~. 2C!C3 

'STANLEY "SKIP" PRUSS 
DIRECTOR 

I am writing to inform you that per your requ,est, the Michigan Department of Labor nd Economic 
Growth (:MDLEG) has determined that the city of Lansing fits the criteria of a "Target Employment 
Area" in regards to the EB-5 Immigration ~egional Center Program. 

Due to the ·nature of the statistical analysis of unemployment the only true comparison between 
municipalities and the nation is through the comparison of year end data. For our determin~tion, we have 
utilized seasonally adjusted year end figures from 2007 for the nation and the city of Lanshlg. The r~sults 
are as follows: 

2007 Year End Seasonally Adjusted Unemployment: 

Data source is the Michigan Department of Labor and Economic Growth and the B~reau of Labor 
Statistics. The data reflects the official employment and unemployment values as calculated using the I 

methodology outlined by the Bureau of Labor Statistics (BLS) for the Local Area liJnemployment 
Statistic (LAUS) program and supports the INS requirement for calculating unemploymen~ levels to meet 
qualifications. 

Utilizing these figures, the city of Lansing qualifies as a "Target Employment Area" ,ithin the EB-5 
Immigration Regional Center Program due to the fact that the city's unemployment rate e •ceeds 150% of 
the national average. 

Sincerely, 

r?£-Y ~~~{...___ 
Richard H Waclawek, Director 
Bureau of Labor Market Information & Strategic Initiatives 

DLEG is an equal opportunity employer/program. 
Auxiliary aids, services and other reasonable accommodations are available upon request to individuals wit disabilities. 

3032 W. GRAND BOULEVARD • SUITE 9-100 • DETROIT, MICHIGAN 48202 
www.michigan.gov • (313) 456-3100 
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OFFICE OF THE GbVERNOR 
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JOHN D. CHERRY, JR. 
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Ms. Barbara Q. Veldarde 
Chief, Service Operations 

December 23, 2008 

201 Massachusetts Avenue, NW, Room 2123 
Washington, D.C. 20529 

Dear Ms. Veldarde: 

I have designated the Michigan Department of Energy, Labor, and Econ • mic 
Growth (DELEG) as the state agency responsible for determining whether the c~ty of 
Lansing meets the high unemployment rate necessary for designation as an EBt5 "Target 
Employment Area." In this capacity, DELEG will issue a letter on behalf ofthe1Lansing 
Economic Development Corporation declaring the city is an area of high unemployment and 
indicating the methodology used in this determination. 

Any correspondence regarding this determination should be directed to: 

Rick Waclawek, Director 
' 

Labor Market Information and Strategic Initiatives 
Cadillac Place 

· 3032 W. Grand Boulevard 
Suite 9-100 
Detroit, MI 48202 

JMG/pd 
c~.tken Szymusiak, Lansing Economit Development Corporation 

Harry Whalen, Michigan Economi~ DeveloPment Corporation. 

l'rimi'd by mi'A'Ikn uf 
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GILLESPIE 
group 

2501 Coolidge Rd., Ste. 501 
East Lansing, MI 48823 
(517) 333-412J 

Af.ARKETPLACE and BALL PARK NORTH 

-Written Narrative """ 

In an effort to continue the positive momentum the City of Lansing has experienced ove~ the past couple 
of years, Gillespie Group is pleased to present the following detail as it pertains to the proposed 
revitalization of one of our city's most underutilized and yet greatest potential sites. Locatbd on the Grand 
River, the site will encompass several acres and be constructed in two phases. 

Marketolace .. 

The Marketplace site contains the existing Lansing City Market which is in poor conditi
1

on and 
underutilized. We feel this is "THE' site if you're going to be on the river in downtown Lansing, . 
Michigan. We believe this development will help change the river scape and set the tone for additional 
downtown development. 

0 Our Vision is to raze the existing market building and replace it with a new market closel to the river's edge 
and next to the existing River Walk (paved pathway for bicycles/pedestrians/ roller bladers, etc.). Proposed 
venues in the new market include a coffee shop, -wine bar, and ice creamery with organid fruits and o ve-getables being sold and outdoor seating provided as well. All of this will entice peoplt to the water's 
edge to enjoy the new diverse market place. 

o~ In addition to this activity, we envision semi-motorized and non-motorized boats that Will be docked at 
this site whe_n ''in season" and available for rent. A few boat slips will be av~abl~ f?r p)eople to utilize so 

0 
they may enJOY the downtown area. The green, grassy knoll to the east of this building can serve as 
overflow for seasonal flats of flowers ancl festive tentS for various events the market plins to hold. 

0 We also propose to house a restaurant (\'!.nth large patio facing the river) 14,000 square foot day spa and 25 
( + /-) condominiums in a building just to the northeast of the new market that shares a/high-end, eclectic 
main lobby area. Covered parking will be provided for resident vehicles with surface p rking available for o patrons and guests. 

0 
0 

Ball Park North 

On the half block directly to the north of ~ldsmobile Park, we would like to construe a building looking 
down into the stadium, with the outdoor p~tio seating to provide a view into the ballp1rk We propose 
two levels of parking under this structure and three to four levels above. 

0
- We believe this -will be a massive structure and need to consist of t\vo or three differeqt structures tlut are 

either attached or look as though they are attached. Two different hotel (brand) prod1l· cts may play off 

0 
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..:ach other w. ell in dus fo11nat (one in.l~ft field ;and one in right field). There may be a few roors of hotel 
rooms and a floor or two of condonuruums arid/ or apartments. . · 

I 
' 

This building could also be a very unique use for a corporate headquarters or office, using ~ust a portion of 
the building. The balance of this phase can be a multitude of things such as office, residential, retail, 

. entertainment or a mix of all. 

Elevation 

We prefer an urban-edge elevation with a flat roof look but are not opposed to a pitched ~oof with the 
right parapet walls and pitch. We envision a roof top that allows 5,000 square feet of roof top dining, 
.entertainment and the like. 

Why Lansing will be a very Different City 36 Months from Today 

)> The Stadium District development will be up and operating in April 2008 
o 100,000 square foot mixed-use building w/36,000 square feet of retail, 30 apartments, 20 

for-sale condominiums 

)> The new State Police Headquarters, located at northeast corner of Grand Ave ue and. 
Kalamazoo Street, will be open with an estimated 500+ new jobs 

)> Board of Water and Light (BWL) defunct power plant will have been trans forme? into the new 
corporate headquarters for The Accident Fund, Approximately $170 million wpl be spent on this 
redevelopment project. Between our development and the BWL development, this part of the river 
will be a star of the Midwest. Estimated 1,200 jobs upon completion. · 

)> Kalamazoo Gateway- $12 million LEED-certified retail and residential complex, 32 apartments and 
1 0 condominiums 

)> Capitol Complex -A mixed-use development offering 5,000 square feet of commercial space and 
for-sale condominiums ranging from 1,000 square feet at an estimated $136,000 each to 2,000 
square feet at an estimated $272,000 each 

)> The Arbaugh- A mixed-use development \XT:ith com. mercial space on the fust flror and 48loft 
apartments' on the upper levels 

);> Capitol Club Tower 12 to 24 story high-rise housing 80-160 living units, restaurants) a gym, 
perhaps even a grocery store and swimming pool. 

);> Prudden Place- An upper-scale fu~ service rental community currently featuri g 72 units with 
another 60 units scheduled for Phas:e II of this premier property. 
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We feel that as the developments within the City of Lansing continue to unfold, demand lor hotel space 
will grow immensely. In early 2009 we would hope to have a hotel operation or two on bbard and ready to 
proceed with Phase II - Ball Park North and its mixed uses. 

Additional Downtown Lansing Attributes 

)> Michigan State Capitol- Only .63 wiles from our developments 

)> City of Lansing government offices in very close proximity to our developme ts and employing 
over 11,400 associates 

)> Over 32,000 people are in downtown Lansing daily 

)> Cooley Law School -largest law school in the country with 2,300 students in the downtown area 
and loca.ted just . 7 miles from our developments 

)> Davenport University- 900-1000 students and located .7 miles from our devel<Dpments 
. I 

)> Michigan State University Located just 2.9 miles from our developments witih a student 

population of 44,000 j 

)> Entertainment Express Trolley- The newest addition to our transportations stem, this trolley 
links downtown Lansing and downtown East Lansing, making seven stops every/ 30 minutes and 
runs on Thursday, Friday and Saturday evenings. . 

>- Sparrow Hospital -Located just three quarters of a mile from our developments, Sparrow 
Hospital employs 7,800 health care workers and cares for over 567,000 patients 

1

bach year. This 
hospital just opened a new 1 0-story addition that features the region's fust and <Dnly ER for 
children, operating rooms that support breakthrough procedures, including robftic surgery, new 
adult ER with 62 all-private treatment rooms, 4 high-technology trauma rooms. ~nd a rooftop 
helicopter landing pad. It is also the region's only Certified Trauma Center. Thiere is also an 
expanded oncology facility, 29-bed orthopedic unit and the Heart and Vascular /Center of 
Excellence featuring Stereotaxis technology the most advanced a safest cardiac catheterization 
technology available. 

>- Lansing Community College -located in downtown Lansing with 1,634 em~loyees, 14,000+ 
students and located .69 miles from our developm~nts 

>- Lansing Center- Adjacent to our developments, The Lansing Center is mid-~chigan's premier 
facility for meetings, hosting many of the greater Lansing area's most prominelt events. Featuring 
over 100,000 square feet of state-of-the-art meeting, exhibit and ballroom space, the Lansing Center 
hosts nearly 300,000 persons at more than 850 event days on a yearly basis, pr~viding in excess of 
$13 million dollars of economic impact to the Greater Lansing business comrJunity. 
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);> Oldsmobile Park - Home of our Lansing Lugnuts, a Single A minor league affiliate of the 
Toronto Blue Jays and located adjacent to our developments \vith 350,000+ pattods each year. This 
stadium is also a venue for many concerts and community events. 

);> Impression 5 Science Museum-% mile from our developments, Impression 5 ~sa hands-on 
learning environment that challenges its visitors to experience, discover and expioJe the world in 
which they live. Approximately 84,000+people visit each year with attendance indreasing annually. 

~ Riverwalk Theater- This local theater is the home of the Community Circle Platers and located · 
on the banks of the Grand River, just three blocks east of the Capitol in downtowh Lansing. The 
·theater produces outstanding dramas, comedies, musicals and children's shows anH draws over 
14,000 guests each year. 

Festivals, Races and Special Events 

Common Ground Festival- Is a seven day event attracting approximately 90,000 attendees throughout 
the week. It is mid-Michigan's largest music festival and has featured national recording /artists: Steve o Miller, Poison, John Legend, Bonnie Raitt, ZZ Top, AJice Cooper, Crosby, Stills & NasH, Beach Boys, 
Gavin DeGraw, Third Eye Blind, Gladys Knight, Chru;lie Daniels, Martina McBride, Smbkey Robinson 
and many more! Special events such as the Common Crit and various other athletic evehts are held 0 . throughout Lansing during the festival. 

0 
St. Patrick's Day Event- Hosted by the local downtown businesses, the first annual exrent drew 
n_umerous people downtown to celebrate this holiday. 

0 Blues on the Square This event hosts Blues acts from around the country every Thursday evening 
beginning in mid-June. The seven-week series runs from 6:00p.m. to 10:00 p.m. and is/held close to the 
corner ofWashtenaw Street and Washington Avenue, drawing people from all areas of~e region. 1-2,000 

D Be a Tourist in Your Own Town Event- This annual event draws over 15,000 "tourists" to the 
downtown area. Local businesses and entertainment venues open their doors to these tourists, stamp their 0 passport booklet and provide refreshments, tours, information packets, and lots of fun activities for their 
guests. 

0 Silver Bells in the City- This annual event, which attracted 100,000 people in 2006, is held in mid
November and runs from 5:00 to 9:00pm. An Electric Light Parade steps off at 6:10pm at the corner of 0 Lenawee and South Washington Square, followed by the lighting of State of Michigan prficial Christmas 
Tree in front of cl1e State Capitol and a five minute firewOrks show over the State Caprol 

0 The Fitness Festival- This newly created event will be held on September 29th and 30th in 2007. The 
Capital City 1

/2 Marathon and SK has partnered with LEPF A and Healthy and Fit Ma~azine to host a 
weekend filled with exciting healthy activities and a trade show. We are anticipating o 1rer 3,000 runners 0 and cyclist throughout the weekend. Ivfichigan Ave, the Lansing Center, Oldsmobile 'ark and Adado 
Riverfront Park will be filled "'vith athletes from around the region and country. 

0 
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Races -Numerous races, parades and walk-a-thons are held downtown every year, each a~ttacting 
thousands of attendees. A sampling of events includes: the Michigan Mile, the Memorial Day Parade, the . . I 

American Cancer Society Relay for Life, the Michigan Pride Parade and Festival, the July 4th Parade, the 

0 
Annual African American Parade & Fesrival, the REO Transportation Museum Cir CapiL Celebration, 

and the Capitol Area Mustangs Car Show "Cruisin' for a Cause." 

Festival of the Sun/Festival of the Moon: Sponsored by the Old Town Commercial .Association and 
held over the course of two days, this annual wine tasting event draws over 6,000 patrons annually. 

0 
0 
0 

Hopefully this narrative has allowed you to see what we are striving to achieve with this 11roposed 
development and we encourage you to contact us with any questions. 

Primary Contact: 
Jason Kildea 

0 
Director of Commercial Development, Sales & Leasing 

Gillespie Group · 
2501 Coolidge Road, Suite 501 

0 
East Lansing, MI 48823 
(517) 333-4123 
Email: jkildea@gillespie-group.com 
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[Billing Code: 4810~02P; 6720~01P; 6210-01; 7537-01-U; 4810-33-P; 6 14-01-P] 

DEPARTMENT OF THE TREASURY 

Office of the Comptroller of the Currency 

12 CFR Part 21 

[Docket No. 03-08] 

RIN 1557-AC06 

FEDERAL RESERVE SYSTEM 

12 CFR Parts 208 and 211 

[Docket No. R-1127] 

FEDERAL DEPOSIT INSURANCE CORPORATION 

12 CFR Part 326 

DEPARTMENT OF THE TREASURY 

Office of Thrift Supervision 

12 CFR Part 563 

[No. 2003- 16] 

NATIONAL CREDIT UNION ADMINISTRATION 

12 CFR Part 748 

RIN 3133 · 

DEPARTMENT OF THE TREASURY 

31 CFR Part 103 

RIN 1506-AA31 

Customer Identification Programs for Banks, Savings Associations, Credit Unions 
and Certain Non-Federally Regulated Banks. 

549 
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:~:;::~~f~:ee ;::~:~:~ ::~::~:;n:::~::;::::~: :::~u~~:~J::r~: 
System; Federal Deposit Insurance Corporation; Office ofThrift SupervisioJ Treasury; 

National Credit Union Administration. 

ACTION: Joint final rule. 

SUMMARY: The Department of the Treasury, through the Financial Crimes 

Enforcement Network (FinCEN), together with the Office of the ComptroiiJ of the 
. I 

Currency (OCC), the Board of Governors of the Federal Reserve System (Board), the 

Federal Deposit Insurance Corporation (FDIC), the Office of Thrift SuperviLn (OTS), 

and the National Credit Union Administration (NCUA) (collectively, the Agrncies), have 

jointly adopted a final rule to implement section 326 of the Uniting and Strengthening 

America by Providing Appropriate Tools Required to Intercept and 0 bstruJ Terrorism 

(USA PATRJOT) Act of2001 (the Act). Section 326 requires the Secretary of the 

Treasury (Secretary) to jointly prescribe with each of the Agencies, the Securities and 

Exchange Commission (SEC), and the Conunodity Futures Trading Commil,ion 

(CFTC), a regulation that, at a minimum, requires financial institutions to Jplement 

reasonable procedures to verify the identity of any person seeking to open .l account, to 

the extent reasonable and practicable; maintain records of the information Jed to verify 

the person's identity; and determine whether the person appears on any lists of known or 

suspected terrorists or terrorist organizations provided to the financial institution by any 

government agency. This final regulation applies to banks, savings associa ions, credit 

unions, private banks, and trust companies. 

DATES: Effective Date: This rule is effective [INSERT DATE 30 DAYS AFTER 
DATE OF 

2 
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PUBLICA TlON IN THE FEDERAL REGISTER]. 

Compliance Date: Each bank must comply with this final rule by October 1, 
2003. 

FOR FURTHER INFORMATION CONTACT: 

OCC: Office of the Chief Counsel at (202) 874-3295. 

Board: Enforcement and Special Investigations Sections at (202) 45r2-5235, 

(202) 728-5829, or (202) 452-2961. 

FDIC: Special Activities Section, Division of Supervision and Cons mer 

Protection, and Legal Division at (202) 898-3671. 

OTS: Compliance Policy Division at (202) 906-6012. 

NCUA: Office of General Counsel at (703) 518-6540; or Office oflxamination 

and Insurance at (703) 518-6360. 

Treasury: Office of the Chief Counsel (FinCEN) at (703) 905-3590! Office ofthe 
. . I 

General Counsel (Treasury) at (202) 622-1927; or the Office of the Assistant General 

Counsel for Banking & Finance (Treasury) at (202) 622-0480. 

SUPPLEMENTARY INFORMATION: 

I. Background 

A. Section 326 of the USA PATRIOT Act 

On October 26,2001, President Bush signed into law the USA PATrOT Act, 

Pub. L. l 07-56. Title III of the Act, captioned "International Money Laundering 

Abatement and AntHerrorist Financing Act of2001," adds several new proLions to the 

Bank Secrecy Act (BSA), 31 U.S.C. 5311 et seq. These provisions are intJded to 

3 
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facilitate the prevention, detection, and prosecution of international money ll ndering 

and the financing of terrorism. 

Section 326 ofthe Act adds a new subsection (I) to 31 U.S.C. 5318 o,the BSA 

that requires the Secretary to prescribe regulations "setting forth the minimum standards 

for financial institutions and their customers regarding the identity of the cuslomer that 

shall apply in connection with the opening of an account at a financial insti1tion." 

Section 326 applies to all "financial institutions." This term is definei:i very 

broadly in the BSA to encompass a variety of entities, including commercial banks, 

agencies and branches of foreign banks in the United States, thrifts, credit unions, private 

banks, trust companies, investment companies, brokers and dealers in securls, futures 

commission merchants, insurance companies, travel agents, pawnbrokers, dtlers in 

precious metals, check-cashers, casinos, and telegraph companies, among many others. 

See 31 U.S.C. 5312(a)(2) and (c)(l)(A). 

For any financial institution engaged in financial activities described [n section 

4(k) of the Bank Hoi ding Company Act of 19 56 (section 4(k) institutions), tte Secretary 

is required to prescribe the regulations issued under section 326 jointly with leach of the 

Agencies, the SEC, and the CFTC (the Federal functional regulators). 

Section 326 of the Act provides that the regulations must require, at minimum, 

financial institutions to implement reasonable procedures for(!) verifying+ identity of 

any person seeking to open an account, to the extent reasonable and practicarle; (2) 

maintaining records of the information used to verify the person's identity, Tluding 

name, address, and other identifying information; and (3) determining whetHer the person 

· r· f kn d · · · · I ·d d appears on any 1sts o own or suspecte terronsts or terronst orgamzat1ons prov1 e to 

4 
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the financial institution by any government agency. In prescribing these regulations, the 

Secretary is directed to take into consideration the various types of accounts Laintained 

by various types of financial institutions, the various methods of opening aJounts, and 

the various types of identifying information available. 

B. Overview of Comments Received 

On July 23, 2002, Treasury and the Agencies published a joint notice of proposed 

rulemaking in the Federal Register (67 FR 48290) applicable to (a) any finaLal 

institution defined as a "bank" in 31 CFR I 03 .II (c) 1 and subject to regulatijn by one of 

the Agencies; and (b) any foreign branch of an insured bank. On the same lte, Treasury 

separately published an identical, proposed rule for credit unions, private ba~, and trust 

companies that do mt have a Federal functional regulator ( 6 7 FR 48299). 
2 

rreaswy and 

the Agencies proposed general standards that would require each bank to design and 

implement a customer identification program (CIP) tailored to the bank's siL, location, 

and type of bus iness. The proposed rule also included certain specific standLds that 

would be mandated for all banks. 3 

Treasury and the Agencies collectively received approximately five ihundred 

comments in response to these proposed rules (collectively referred to as tJ "proposal" 

or the "proposed rule" for "banks"), although some commenters sent copies of the same 

letter to Treasury and to each of the Agencies .. The majority of comments received by 

1 This definition includes banks, savings associations, credit unions, Edge Act and Agreement corporations, 
and branches and agencies of foreign banks. · . I 
2 In the preamble for this proposed rule, Treasury explained that a single final regulation 1ould be is sued 
for all financial institutions defined as "banks" under 31 CFR 1 03.ll(c), with modificatio1s to 
accommodate certain differences between Federally regulated and non-Federally regulated banks. See 67 

FR 48299, 48300. 
3 At the same time, Treasury also published ( 1) together with the SEC, proposed rules for broker-dealers 
(67 FR 48306) and mutual funds (67 FR 48318); and (2) together with the CFTC, proposetl rules for futures 
commission merchants and introducing brokers (67 FR 48328). 

5 
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Treasury and the Agencies were from banks, saVings associations, credit unrs, and their 

trade associations. Most of these commenters agreed with the largely risk-based 

approach set forth in the proposal that allowed each bank to develop a CIP bLed on its 

specific operations. 

Some commenters, however, criticized the specific requirements in tne proposed 

rule and suggested that Treasury and the Agencies issue a final rule containi1g an entirely 

risk-based approach without any minimum identification and verification rerirements. 

According to some of these commenters, such a thoroughly risk-based apprjch would 

give banks appropriate discretion to focus their efforts and finite resources on specific, 

high-risk accounts most likely to be used by money-launderers and terroristJr 

Other commenters, especially those representing credit card banks and credit card 

· d h h d · · ·d ·fi · d ·fi · I · tssuers, asserte t at t e propose mm1mum 1 entJ tcatiOn an ven tcatwn reqmrements 

should be eliminated because they did not take into account the unique natut of credit 

card operations. They warned that these requirements, if implemented, would have a 

chilling effect on credit practices important to U.S. consumers and would i,pose 

significant compliance costs on their industry with little benefit to law enforicement. 

By contrast, some smaller banks criticized the flexibility of the prop, sal and 

I 
stated that a risk-based approach would leave too much room for interpretation by the 

Agencies. These commenters urged Treasury and the Agencies to issue a fiL rule 
. I 

establishing more specific requirements. For example, some commenters suggested that 

the rule prescribe risk assessment levels for each customer type and type of account, 

along with a specific description of acceptable forms of identification and methods of 

verification appropriate for each bank's size and location. 

6 
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. While commenters representing various segments of the industry differed on the 

approach that should be taken in the final rule, the vast majority concluded J.t Treasury 

and the Agencies had underestimated the compliance burden that would be ilposed by 

certain e!i:ments of the proposal. Commenters were especially concerned a,out the 

proposed requirements that banks verify the identity of signatories on accounts, keep 

copies of documents used to verify a customer's identity, and retain identity Lrification 

records for five years after an account is closed. 

Some commenters also suggested that banks be given greater flexibility when 

dealing with established customers and urged that banks be permitted to rely on 

identification and verification of customers performed by a third party, incluoing an 

affiliate. Other commenters asked for additional guidance regarding the listsl of known 

and suspected terrorists and terrorist organizations that must be checked, an, regarding 

what will be deemed adequate notice to customers for purposes of complymg with the 

final rule. Many commenters requested that the final rule contain a delayed 

implementation date that would provide banks with the time needed to design a customer 

identification program, obtain board approval, alter existing policies and proledures, 

forms and software, and train staff. 

Several comments were received from companies engaged in the sale of 

technology or services that could be used to identify and verify customers, jtain records, 

and check lists of known and suspected terrorists and terrorist organizations. Many of 

these companies recommended that the proposed rule be modified to make clear that use 

of specific products and services would be permissible. Some of these comLnters urged 

7 
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that the rule require banks to authenticate any documents obtained to verify the identity 

of the customer through the use of automated document authentication technllogy. 

A small number of comments were received from individuals. Some of these 

individuals criticized the proposed requirement that banks obtain a social serrity number 

from persons opening an account as an infringement upon individual liberty and privacy. 

Some individuals were concerned that this requirement would expose them tl an added 

risk of identity theft. Other individuals supported the proposal and concluder that its 

verification requirements might diminish instances of identity theft and fraud. A few 

commenters suggested that the government develop a separate national ideJfication 

number or require that social security cards bear photographs and or other s~eguards. 
A variety of commenters applauded the efforts of Treasury and the F~deral 

functional regulators to devise a uniform set of rules that apply to banks, brorer·dealers, 

mutual funds, futures commission merchants, and introducing brokers. 
4 

Th y noted that, 

. without uniformity, customers of financial institutions may seek to open accLnts with 

. . . h ' . h I b 'd 'fi .I mstttut10ns t at customers percetve to ave ess ro ust customer 1 entt tcatr 

requirements. These commenters also suggested revisions that would enhance the 

uniformity of the rules. 

Treasury and the Agencies have modified the proposed rule in light <Df the 

comments received. A discussion of the comments, and the manner in whil the 

proposed rule has been modified, follows in the section-by-section analysis. 

In addition, as suggested by a number of commenters, Treasury and the Agencies 

expect to issue supplementary guidance following issuance of the final rule. 

C. Joint Issu.ance by Treasury and the Agencies 

8 0 
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The final rule implementing section 326 is being issued jointly by Tr asury, 

through FinCEN, and by the Agencies. It applies to (I) a "bank," as defined lin 31 CFR 

103 .11 (c), that is subject to regulation by one of the Agencies, and (2) to anJ non

Federally insured credit union, private bank or trust company that does not lve a Federal 

functional regulator (collectively referred to in the final rule as "a bank"). 

The substantive requirements of this joint final rule are being codifietl as part of 
. . I 

Treasury's BSA regulations located in 31 CFRpart 103. In addition, each of the 

Agencies is concurrently publishing a provision in its own regulations' to cfss-reference 

this final rule in order to clarify the applicability of the final rule to the banks subject to 

its jurisdiction. 

Regulations governing the applicability of section 326 to certain fin~ncial 

institutions that are regulated by the SEC and the CFTC are the subject ofstarate 

rulemakings. Treasury, the Agencies, the SEC, and the CFTC consulted exrsively in 

the development of all joint rules implementing section 326 of the Act. All of the 

participating agencies intend the effect of the rules to be uniform througho.J the financial 

services industry. Treasury intends to issue separate rules under section 326

1

1 for certain 

non-bank financial institutions that are not regulated by one of the Federal fumctional 

regulators. 

The Secretary has detennined that the records required to be kept by section 326 

of tre Act have a high degree of usefulness in criminal, tax, or regulatory iTestigations 

or proceedings, or in the conduct of intelligence or counterintelligence activities, to 

protect against international terrorism. 

4 See footnote 3, supra. 
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In addition, TreasurY, under its own authority, is issuing conforming amendments 

to 31 CFR 103.34, which imposes requirements concerning the identificatiom of bank 

customers. 

D .. Compliance Date 

Neady all commenters on the proposed rule requested that banks be given 

adequate time to develop and implement the requirements of any final rule tplementing 

section 326 of the Act. These commenters stated that if the proposed rule 1re 

implemented, banks would be required, among other things, to revise existi~g account 

opening policies and procedures, obtain board approval, train staff, update ~onns, 

purchase new or updated software for customer verification and checking of government 

lists, and purchase new equipment for copying or scanning and storing recolds. 

Commenters requested a delayed effective or compliance date, but, given thl variety of 

banks that would be covered by the final rule, there was no consensus regarbing the 

amount of time that would be necessary to comply with the final rule. The lransition 

periods suggested by commenters ranged from 60 days to two years from t11 e date a final 

rule is published. · 

The final rule modifies various aspects of the proposal and eliminat~s some of the 

requirements that commenters identified as being most burdensome. None heless, 

Treasury and the Agencies recognize that some banks will need time to dellop a CIP, 

obtain board approval, and implement the CIP, which will include various reasures, such 

as training of staff, reprinting fonns, and developing new softWare. Accor,ingly, 

although this final rule will be effective 30 days after publication, banks ari provided · 

5 12 CFR 21.21 (OCC); 12 CFR 208.63, 211.5, and 211.24 (FRB); 12 CFR 326.8 (FDIC); 12 CFR 563.177 

(OTS); and 12 CFR 748.2 (NCUA). 

10 0 
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with a transition period to implement the ruie. Treasury and the Agencies ha e 

determined that each bank must fully implement its CIP by October I, 2003. 

II. Section-by-Section Ana lysis of Final Rule Implementing Section 326 

Section 1 03.121(a) Definitions. 

Section 103.121 (a)(l) Account. The proposed rule defined "account" as each 

formal banking or business relationship established to provide ongoing serviGes, dealings, 

or other financial transactions and stated that a deposit account, transaction J asset 

accoun~ and a credit account or other extension of ~redit would each constitt an 
I 

"account.'.6 The proposal also explained that the term "account" was limited. to formal 

banking and business relationships established to provide "ongoing" service!, dealings, or 

other financial transactions to make clear that this term is not intended to co1r infrequent 

transactions such as the occasional purchase of a money order or a wire tranl fer. 

Treasury and the Agencies received a large number of comments on jhis proposed 

definition. Some commenters agreed with the proposed definition though others thought 

the definition of "account" was either too broad or needed clarification. Sole · 

I 
commenters suggested that the definition of "account" be narrowed to include only those 

relationships that are financial in nature. A number of commenters urged tht ihe 

definition be limited to high-risk relationships that experts have identified J actually 

used by money launderers and terrorists. Some of these commenters sugge,ted that 

particular types of accounts, especially those established as part of employee benefit 

plans, be excluded from the definition of "account." 

6 The definition of "account" in the proposed rule was based on the statutory definition of 'account" that is 

used in section 311 of the Act. 

11 
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Most commenters requested tl-.t the final rule provide additional exarples of the 

relationships that would constitute an "account." Many commenters request~d that the 

rule clarify the meaning of "ongoing services." These commenters asked wtther a 

person who repeatedly and regularly purchased a money order, requested a Tre transfer, 

or cashed a check on a weekly basis, without any other relationship with a bank, would 

be considered to have an "account." Many other commenters asked that the rxclusion for 

transfers of accounts between banks described in the preamble for the proposal -- which 

commenters characterized as the "transfer exception"- be stated expressly il the 

regulation and expanded to cover all loans originated by a third party and puLhased by a 

bank, such as mortgages purchased from non-bank lenders and vehicle loanJ purchased 

from car dealers. 

The final rule contains a number of changes prompted by these comments. First, 

the reference to the term "business relationship" has been deleted from the Lfinition of 

"account." This change is made to clarify that the regulation applies to the tnk's 

provision of financial products and services, as opposed to general "busineJ, dealings, 

such as those in connection with the bank's own operations or premises. slond, the 

definition now contains additional, but non-exclusive, examples of produc~ and services, 

such as safety deposit box and other safekeeping services, cash managemen[, and 

custodian and trust services, that constitute an "account." 

The definition of "account" also has been changed to include a I ist If products 

and services that will not be deemed an "account." The preamble for the proposed rule 

had used the term "ongoing services" to define accounts covered by the fiJI rule, and 

had referred to the exclusion of "occasional" transactions and "infrequent" purchases 

12 
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(which arguably would require a bank to monitor all transactions for repetitir contacts). 

By contrast, the final rule clarifies that "account" excludes products and services where a 

fonnal banking relationship is not established with a person, such as check ctshing, wire 

transfer, or the sale of a check or money order. 7 Treasury and the Agencies lilOte that part 

103 already requires verification of identity in connection with many of theJ products 

and services. See, M, 31 CFR I 03. 2 9 (purchases of bank checks and draftf, cashier's 

checks, money orders, and traveler's checks for $3000 or more); 31 CFR I Ol33 (funds 

transfers of $3000 or more). 

In addition, the final rule codifies and clarifies the "transfer exception." Under 

the final rule, the definition of"account" excludes accounts that a bank acqlres through 

an acquisition, merger, purchase of assets, or assumption of liabilities from Ly third 

party. 8 Treasury and the Agencies note that the Act provides that the regulafions shall 

require reasonable procedures for "verifying the identity of any person seeking to open an 

account." Because these transfers are not initiated by customers, these accLnts do not 

fall within the scope of section 326.9 

7 This exclusion is consistent with legislative history indicating that by referencing the ter "customers," 
Congress intended "that the regulations prescribed by Treasury take an approach similar td that of 
regulations promulgated under title V of the Gramm-Leach-Bliley Act of 1999, where the ~ederal 

I 
functional regulators defined 'customers' and 'customer relationship' for purposes of the financial privacy 
rules." H.R. Rep. No. 107-250, pt. 1, at 62 (2001). The definitions of"customer" and "chstomer 
relationship" in the financial privacy rules apply only to a consumer who has a "continuin$ relationship" 
with a bank, for example, in the form of a deposit or investment account, or a loan. See .3(h) and (i) of 12 
CFR part 40 (OCC); 12 CFR part 216 (Board); 12 CFR part 332 (FDIC); 12 CFR part 573,(0TS); and 12 
CFR part 716 (NCUA). 
8 In many cases, these third parties are themselves "financial institutions" for purposes offhe BSA. 
Treasury anticipates that these third parties ultimately will be subject to their own customer identification 
rules implementing section 326 of the Act in the event that they are not presently covered by such a rule. 
9 Nevertheless, there may be situations involving the transfer of accounts where it would ~e appropriate for 
a bank, as part of the customer due diligence procedures required under existing regulatio~s requiring 
banks to have compliance programs implementing the BSA (BSA compliance programs),lto verify the 
identity of customers associated with accounts that it acquires from another financial insti ution. Treasury 
and the Agencies expect financial institutions to implement reasonable procedures to detect money 
laundering in any account,. however acquired. 
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Treasury and the Agencies generally agree with the view expressed b. 

commenters who suggested that a bank's limited resources be focused on relltionships 

that pose a higher risk of money laundering and terrorism. Accordingly, the Agencies 

have included an exception to the definition of "account" for accounts openetl for the 

purpose of participating in an employee benefit plan established pursuant tole 

Employee Retirement Income Security ;ct of 1974. These accounts are les11 susceptible 

to use for the financing of terrorism and money laundering, because, among other 

reasons, they are funded through payroll deductions in connection with empryment 

plans that must comply with Federal regulations which impose various requirements 

contribution limits and strict distribution requirements. 

Section I 03.121 (a)(2) Bank. The proposal jointly issued by Treasu~ and the 

Agencies applied to any financial institution defined as a "bank" in 31 CFR 103.11 (c) 

and subject to regulation by one of the Agencies, including banks, savings aJssociations, 

credit unions, Edge Act and Agreement corporations, and branches and ageLes of 

foreign banks. The proposed definition also included "any foreign branch 1f an insured 

bank" to make clear that the procedures required by the rule would have to r 
implemented throughout the bank, no matter where its offices are located. The preamble 

for the proposal explained that the rule would apply to bank subsidiaries to lhe same 

extent as existing regu.lations requiring banks to have BSA compliance prolrams.
10 

As 

10 All insuced depository institutions cunentl y must hm a B SA compliance program. J 12 CFR 2 L21 
(OCC); 12 CFR 208.63 (Board); 12 CFR 326.8 (FDIC); 12 CFR 563.177 (OTS); and 12 ciFR 748.2 
(NCUA). In addition, all financial institutions are required by section 352 of the Act, 31 tff.S.C. 5318(h), to 
develop and implement an anti-money laundering program. Treasury issued a regulation ilmplementing 
section 352 providing that a financial institution regulated by a Federal functional regulator is deemed to · 
satisfy the requirer!lents of section 5318(h)( 1) if it implements and maintains an anti-mon~y laundering 
program that complies with the regulation of its Federal functional regulator, ~' the requirement to 
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described above, a second proposal issued simultaneously by Treasury applieCl to certain 

other financial institutions defined as a "bank" in 31 CFR 103.11 (c), namely, those credit 

unions, private banks, and trust companies that do not have a Federal functio al 

regulator. 

Under the final rule, "bank" includes all financial institutions covered by both of 

the proposals described above, except that "bank" does not include any foreign branch of 

an insured U.S. bank. Several commenters explained that the proposal to cotr foreign 

branches might conflict with local laws applicable to branches of insured bals operating 

outside of the United States and might place U.S. institutions at a competitJ 

disadvantage. Consistent with the approach taken with respect to final regulltions 

implementing other sections of the Act, 11 Treasury and the Agencies have Jtermined 

that foreign branches of insured U.S. banks are not covered by the final rule. 

Nevertheless, Treasury and the Agencies encourage each bank to implemen~ an effective 

CIP, as required by this final rule, throughout its organization, including in ils foreign 

branches, except to the extent that the requirements of the rule would conflilt with local 

law. 

As noted in the preamble for the proposal, the CIP must be a part of a bank's BSA 

compliance program. Therefore, it will apply throughout such a bank's U.S. operations 

(including subsidiaries) in the same way as the BSA compliance program requirement. 

However, all subsidiaries that are in compliance with a separately appl1cablr, industry-

implement a BSA compliance program. See 31 CFR 103.120(b); 67 FR 2113 (Apri129, 2~02). However, 
Treasury temporarily deferred subjecting certain non-Federally regulated banks to the antiJmoney 
laundering program requirements in section 352. See 67 FR 6754 7 (November 6, 2002) ( cbrrected 67 FR 

68935 (November 14, 2002)). I 
11 See. e.2., 67 FR 60562, 60565 (Sept. 26, 2002) (FinCEN's regulation titled "Anti-Money Laundering 
Requirements -Correspondent Accounts for Foreign Shell Banks: Recordkeeping and Terr}1ination of 
Correspondent Accounts for Foreign Banks" implementing sections 313 and 319(b) of the IAct). 

15 

-ol------



0 
0 
0 
0 
0 
0 
D 

0 
D 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 

specific rule implementing section 326 of the Act will be deemed to be in compliance 

with this final rule. 

Section 103.121(a)(3) Customer. The proposal defined "customer" tf mean any 

person12 seeking to open a new account. In addition, the proposal defined a c'customer" 

to include any signatory on an account. The preamble for the proposal explained that the 

term''cu~tomer" mcluded a person that applied to open an account, but not srmeone 

seekmg mformat10n about an account, such as rates charged or mterest pa1d on an 

account, if the person did not apply to open an account. The preamble also Jtated that 

any person seeking to open an account at a bank, on or after the effective dJ of the final 

rule, would be a "customer," regardless of whether that person already had l account at 

the bank. 

. This proposed definition prompted a large number of comments. Fir, nearly all 

commenters recommended that the Agencies clarify in the text of the final rule that 

"customer" does not include a person who does not receive banking servicel. such as a 

person whose deposit or loan application is denied. Some of these commelLsuggested 

that the rule for banks define "customer" to mean "a person who opens a ner account," 

as did the proposed rules for broker-dealers, mutual funds, futures commiss'on merchants 

and introducing brokers. 

Treasury and the Agencies agree with the view expressed by some ~ommenters 

that the statute should be construed to ensure that banks design procedures ~o determine 

the identity of only those persons who open accounts. Accordingly, the fiJI rule defines 

12 The proposed rule defined "person" by reference to § 103.11 (z). This definition includes individuals, 
corporations, partnerships, trusts, estates, joint stock companies, associations, syndicates, jioint ventures, 
other unincorporated organizations or groups, certain Indian Tribes, and all entities cognizable as legal 
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a "customer" as "a person that opens a new account."13 For example, in the case of a 

. I 
trust account, the "customer" would be the trust. For purposes of this rule, a lank will 

not be required to look through trust, escrow, or similar accounts to verify the identities 

of beneficiaries and instead will only be required to verify the identity of the named 

accountholder. 14 In the case of brokered deposits, the "customer" will beth~ broker that 

opens the deposit account. A bank will not need to look through the deposit broker's 

account to determine the i::lentity of each individual sub-account holder; it need only 

verify the identity of the named accountholder. 

Many commenters requested that the final rule clarify whether "customer" 

includes a minor child or an informal group with a common interest, such .J a club 

account, where there is no legal entity. The final rule addresses these commrnts by 

providing that "customer" means "an individual who opens a new account f0r (1) an 

individual who lacks legal capacity, such as a minor; or (2) an entity that is Lt a legal 

person, such as a civic club." 

A few banks stated that defining "customer" to include a signatory was consistent 

with their current practice of verifying the identity of the named accountho !lor and any 

signatory on the account. However, most commenters strenuously objected to the 

inclusion of a signatory as a customer whose identity must be verified, and asserted that 

this proposed requirement would deviate significantly from their current buliness 

personalities. Treasury and the Agencies agree that it is not necessary to repeat this definibon. Therefore, 

it is omitted from the final rule. I 
13 Therefore, each person named on a joint account is a "customer" under this final rule unless otherwise 

yrovided. 1 
4 However, based on a bank's risk assessment of a new account opened by a customer th tis not an 

individual, a bank may need to take additional steps to verify the identity of the customer ~y seeking 
information about individuals with ownership or control over the account in order to identify the customer, 
as described in§ 103 .12l(b )(2)(ii)(C), or may need to look through the account in connedion with the 
customer due diligence procedures required under other provisions of its BSA compliance program. 
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practices. These commenters stated that requiring banks to verify signatories on an 

account would be enormously burdensome to the financial institutions and signatories· 

themselves- many of whom simply work as employees for finns with corpotate accounts 

--and would outweigh any benefit. 15 One commenter asserted that inclusion of 

signatories as customers went beyond the scope of section 326 of the Act. Although 

some commenters advocated that any requirement regarding a signatory shalld be 

omitted altogether, these commenters genemlly advocated a risk-based apprd.ch that 

would give banks the discretion to detennine when a signatory's identity shLld be 

·verified. 

Credit card banks, in particular, were critical of the signatory requirerent because 

the proposed provision, as drafted, encompassed all authorized users of credit cards. 

These banks characterized the signatory requirement as unnecessary in the cise of credit 

card companies, which, they explained, already use sophisticated fraud filte s to detect 

fraud and abnonnal use. These banks also noted that a person need not be a signatory to 

use another person's credit card, especially when purchasing products by telrphone or 

over the Internet. Therefore, the signatory requirement would not necessarily ensure that 

15 Commenters contended that banks and individuals would confront numerous practical problems. Some 
commenters noted, for example, that the identification and verification of signatories could be burdensome 
for banks because business accounts might have many signatories and those signatories wduld change over 
time. Some commenters explained that collecting detailed information about an employeejwho is a 
signatory would raise privacy concerns for those employees who would be required to disqlose personal 
information to their employer's financial institutions. Other commenters stated that a signatory rarely is 
present at the time of account opening and, consequently, a bank would encounter substan,ial obstacles 
when attempting to verify the signatory's identity using any of the most common methods described in the 
proposal, including by examining documents or by obtaining a credit report. (Under the Fair Credit 
Reporting Act (FCRA), a consumer reporting agency generally may furnish a consumer rebort in 
connection with transactions involving the consumer and no other. See 15 U.S.C. 1681b. ~hus, for 
example, a bank would be prohibited from obtaining a credit report to verify the identity of an authorized 
user of a customer's credit card.) 
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After revisiting the issue of whether a signatory should be a "custome ," Treasury 

and the Agencies have determined that requiring a bank to expend its limited resources 

on verifying the identity of all signatories on accounts could interfere with the bank's 

ability to focus on identifying customers and accounts that present a higher Jk of not 

being properly identified. Accordingly, the proposed provision defining "cultomer'' to 

include a signatory on an account is deleted. Instead, the final rule, at§ 

103.12l(b)(2)(ii)(C), requires a bank's CIP to address situations when the bank will take 

additional steps to verify the identity of a customer that is not an individual ~ seeking 

infonnation about individuals with authority or control over the account, incLding 

signatories, in order to verify the customer's identity~ 

In addition to defining who is a "customer," the final rule contains a ist of entities 

that will not be deemed "customers." Many commenters questioned why a Jank should 

b · d ·fy h ·d · f · 1· I · e reqmre to ven t e 1 ent1ty o a government agency or mstrumenta 1ty openmg a 

new account, or of a publicly-traded company that is subject to SEC reportiJg 

requirements. Consistent with these and other comments urging that the fiJI rule focus 

on requiring verification of the identity of customers that present a higher r1 of not 

being properly identified, the final rule excludes from the definition of "cuslomer" the 

following readily identifiable entities: a financial institution regulated by a ,ederal 

functional regulator; a bank regulated by a state bank regulator; and govemrntal · 

agencies and instrumentalities, and companies that are publicly traded described in 

§ 103.22(d)(2)(ii)-(iv). 16 Section 103.22(d)(2)(iv) exempts such companies only to the 

16 Treasury previously determined that banks should be exempted from having to file reports of transactions 
in currency in connection with these entities. See 31 CFR 1 03.22(d)( 1 ). 
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extent of their domestic operations. Accordingly, a bank's CIP will apply to any foreign 

offices, affiliates, or subsidiaries of such entities that open new accounts. 

A great many commenters also objected to the requirement in § 103.121 (b )(2)(ii) 

of the proposed rule that a bank verify the identity of an existing customer siking to 

open a new account unless the bank previously verified the customer's identir in 

accordance with procedures consistent with the proposed rule and continues to have a 

reasonable belief that it knows the true identity of the customer. These comLnters 

asserted that such a requirement would be burdensome for the bank and wo1d upset 

existing customers. Some commenters recommended that the rule apply pripectively to 

new customers who previously had no account with the bank. Many commenters 

suggested that the final rule contain a risk-based approach where verificatiJ would not 

be required for an existing customer who opens a new account if the bank hl, a 

reasonable belief that it knows the identity of the customer, regardless ofthj procedures 

the bank followed to form this belief. 

Treasury and the Agencies acknowledge that the proposed rule might have had 

unintended consequences for bank-customer relationships and that the riskJased 

approach suggested by commenters would avoid these consequences. Accaldingly, the 

final rule excludes from the definition of"customer" a person that has an Jsting account 
. I 

with the bank, provided that the bank has a reasonable belief that it knows the true 

identity of the person. 17 

17 As a foreign branch of an insured U.S. bank is no longer a "bank" for purposes of this r le, a customer of 
a bank's foreign branch will no longer be "a person who has an existing account with the !:lank." Therefore, 
the bank must verify the identity of a customer of its foreign branch in accordance with its CIP if such a 

customer opens a new account in the U.S. 
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Section 1 03.12l(a)(4) Federal functional regulator. The proposed rule defined 

"Federal functional regulator" by reference to§ !03.120(a)(2), meaning eacJ of the 

Agencies, the SEC, and the CFTC. There were no comments on this definitibn, and 

Treasury and the Agencies have adopted it as proposed. 

Section 103.121 (a)(5) Financial institution. The final rule includes j new 

definition for the tenn "financial institution" that cross-references the BSA, Bl U.S.C. 

5312(a)(2) and (c)(!). This is a more expansive defmitionof"financial instiLion" than 

that in 31 CFR I 0 3.11, and includes entities such as futures commission melchants and 

introducing brokers. 

Section I 03.12 J(a)(6) Taxpayer identification number. The proposetl rule 

repeated the language from § 103 .34( a)( 4 ), which states that the provisionslf section 

6109 of the Internal Revenue Code and the regulations of the Internal ReveLe Service 

thereunder detennine what constitutes "a taxpayer identification number." ~ere were no 

comments on this approach, and Treasury and the Agencies have adopted it substantially 

as proposed, with minor technical modifications. 

Section 103.12J(a)(7) and (8) U.S. Person and non-U.S. person. THe proposed 

rule provided that "U.S. person" is an individual who is a U.S. citizen, or a1 entity 

established or organized under the laws of a State or the United States. A "non-U.S. 

person" was defined as a person who did not satisfy either of these criteria. 

As described in greater detail below, a bank is generally required to obtain a U.S. 

taxpayer identification number from a customer who opens a new account. However, if 

the customer is a non-U.S. person and does not have such a number, the bahk may obtain 

21 0 
-0,....--------- -·-·----····-··--·---------·- ~ -·----··-·-------------i 

569 



0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 0 

an identification number from some other fonn of government- issued document 

evidencing nationality or residence and bearing a photograph or similar saferard. 

Several commenters suggested that it would be less confusing to ban 
1

ers if "U.S. 

person" meant both a U.S. citizen and a resident alien, consistent with the deffinition of 

this term used in the Internal Revenue Code (IRS definition). 18 A few comJenters ' 

criticized the proposed definition because it would require banks to establish whether a 

customer is or is not a U.S. citizen. 

Treasury and the Agencies believe that the proposed definition of "U.S. person" is 

a better standard for purposes of this final rule than the IRS definition. AdoJti on of the 

IRS definition of "U.S. person" would require bank staff to distinguish amJg various tax 

and immigration categories in connection with any type of account that is oprned. Under 

the proposed definition, a bank will not necessarily need to establish whether a potential 

customer is a U.S. citizen. The bank will have to ask each customer for a U.S. taxpayer 

identification number (social security number, employer identification num,er, or 

individual taxpayer identification number). If a customer cannot provide one, the bank 

may then accept alternative fonns of identification. For these reasons, the dlfinition is 

adopted as proposed. 

Section 103.121 (b) Customer Identification Program: Minimum RefJ!uirements. 

Section 10 3121 (b) (1) Generol Rule. The proposed rule required earh bank to 

implement a CIP that is appropriate given the bank's size, location, and type of business. 

The proposed rule required a bank's CIP to contain the statutorily prescribJ procedures, 

described these procedures, and detailed certain minimum elements that e.dh of the 

18 26 U.S.C. 770l(a)(30)(A). 
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procedures must contain. In addition, the proposed rule required that the CIP be written 

and that it be approved by the bank's board of directors or a committee of the board. 

The proposed rule also stated that the CIP must be incorporated into the bank's 
I 

BSA19 compliance program and should not be a separate program. A bank's iBSA 

compliance program must be written, approved by the board, and noted in thl bank's 

minutes. It must include (1) internal policies, procedures, and controls to enlure ongoing 

compliance; (2) designation of a compliance officer; (3) an ongoing employ1e training 

program; and ( 4) an independent audit function to test programs. The preamrle for the 

proposal explained that the CIP should be incorporated into each of these fuur elements 

of a bank's BSA program. 

Most commenters agreed with the proposal's approach of allowing banks to 

develop risk-based programs tailored to their specific operation, though soml of these 

commenters recommended that Treasury and the Agencies adopt an entirely risk-based 

approach without any minimum requirements while others recommended a more 

prescriptive approach. Many commenters suggested that Treasury and the lgencies 

clarify the extent to which a bank could rely on a third party, especially an jffiliate, to 

perform some or all aspects of its CIP. 

Other commenters focused on the requirement that a bank's board of directors 

approve the CIP. These commenters urged Treasury and the Agencies to ajopt a 

regulation that states that the role of a bank's board of directors need only br to approve 

broad policy rather than the specific methods or actual procedures that will be a part of a 

bank's CIP. One commenter recommended that the governing body of a filancial 

institution be permitted to delegate its responsibility to approve the CIP. 
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The final rule attempts to strike an appropriate balance between flexrlity and 

detailed guidance by allowing a bank broad latitude to design and implement a CIP that is 

.I d . . I b . . h.! .d. .... k f I .. tat ore to tts parttcu ar usmess practtces w 1 e provt mg a tramewor o rmmunum 

standards for identifying each customer, as the Act mandates. Following th1 description 

of the procedures and minimum requirements for each element of a bank's GIP (identity 

verification, recordkeeping, comparison with government lists, and customJ notice), the 

final rule contains a new section describing the extent to which a bank may Lyon a third 

party to perform these elements, described in detail below. j 
The final rule removes the requirement that the bank's board of dire· tors or a 

committee of the board must approve the bank's CIP because this req u iremLt is 

. I 
redundant. A bank's BSA compliance program must already be approved bty the board. 

Treasury and the Agencies regard the addition of a CIP to the bark's BSA Jompliance 

program to be a material change in the BSA compliance program that will tquire board . 

approval. The board of director's responsibility to oversee bank compliance with section 

326 ofthe Act is a part of a board's conventional supervisory BSA compliaLe 

responsibilities that cannot be delegated to bank management. Therefore, a bank's board 

of directors must be responsible for approving a CIP described in detail sufficient for the 

board to determine that (I) the bank's CJP contains the minimum requiremLs of this 

final rule; and (2) the bank's identity verification procedures are designed tl enable the 

bank to form a reasonable belief that it knows the true identity of the custoler. 

Nevertheless, responsibility for the development, implementation, and day- to-day 

administration of the CIP may be delegated to bank management. 

19 See footnote 10, supra. 
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The final rule will apply to some non-Federally regulated banks that are not yet 

subject to an anti- money laundering compliance program requirement. 
20 

Thtrefore, the 

final rule only requires that the CIP be a part of a bank's ant~ money laundering program 

once a bank becomes subjectto an anti- money laundering compliance progrL 

requirement. 21 

Section I 03.121 (b)(2) Identity Verification Procedures. The propos~{! rule 

provided that each bank must have a CIP that includes procedures for verifying the 

identity of each customer, to the extent reasonable and practicable, based on the bank's 

assessment of certain risks. The proposed rule stated that these procedures must enable 

the bank to form a reasonable belief that it knows the true identity of the cusfomer. 

Some commenters recommended that the identity verification requirement be 

waived for new customers that are well known to a senior officer of the ban1. Some of 

these commenters endorsed such a waiver provided that a bank employee could provide 

"an affidavit of identity" on behalf of the customer .. 

· One commenter criticized the standard requiring a bank to have identity 

verification procedures "that enable the bank to form a reasonable beliefth.l it knows the 

true identity of the customer" as too subjective. This commenter suggested fhat a better 

standard would be lack of affirmative notice of deficiency in the identity pmcess. 

Another commenter suggested that the rule make clear that a bank is only r11quired to 

verify a customer's identity, to the extent reasonable and practical, in order o establish 

that it has a reasonable basis for knowing the true identity of its customer. 

20 See footnote I 0, supra. . 
21 The final rule therefore provides that until such time as credit unions, private banks, and trust companies 
without a Federal functional regulator are subject to such a program, their C!Ps must be apbroved by their 

· boards of directors. 
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the bank's size, location, and type of business or customer base, additional factors 

mentionJd in the Act's legislative history. 23 

. Section I 03.121 (b) (2 )(j) Customerln(ormat ion Reqwred. The propyed rule 

required that a bank's CIP must contam pr.ocedures that specify the Identifynilg 

information the bank must obtain from a customer. It stated that, at a minJum, a bank 

· b · .c: h th c ~·~ · · .c: • • • I must o tam trom eac customer e 10 owmg mtormatwn pnor to openmg an account: 

(I) name; (2) address (a residential and mailing address for individuals, and ~rincipal 
place of business and mailing address for a person other than an individual); (3) date of 

birth for individuals; and (4) an identification number. 

T reasuiy and the Agencies received a variety of comments criticizinr the 

requirement that a bank obtain certain minimum identifying information pri<Dr to opening 

S 
. . l d" d . . ' . ll fi . l an account. orne commenters, me u mg a tra e associatiOn representmg arge manc1a 

institutions, recommended that a bank be permitted to open an account for a customer 

who lacks some of the minimum identifying information, provided that the iank has 

formed a reasonable belief that it knows the true identity of the customer. Gredit card 

banks explained that the minimum information requirement would create ptblems for 

retailers that offer credit cards at the point of sale. These commenters stated that retailers 

were not likely to have the means to record identifying information other thln what is 

currently collected. They suggested that when there are systems in place to identify 

customers and detect suspicious transactions, the rule should require only th!e collection 

of in fonnation that the credit card bank or card issuer deems necessary and lppropriate to 

identify the customer. 

23 H.R. Rep. No. 107-250, pt. 1, at 62 and 63 (2001). 
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identification, verification, and recordkeeping provisions of the Act, taken tolgether, 

should provide appropriate resources for law enforcement agencies to invesdgate money 

laundering and terrorist financing. The final rule therefore provides that a btk generally 

must obtain a residential or business street" address for a customer who is an ~ndividual 

because Treasury and the Agencies have determined L'lat law enforcement alencies 

should be able to contact an individual customer at a physical location, ratht than solely 

through a mailing address. Treasury and the Agencies recognize that this provision may 

be impracticable for members of the military who cannot readily provide a tysical 

address, and other individuals who do not have a physical address but who reliably can be 

contacted. Accordingly, the final rule provides an exception under these cirLmstances 

that allows a bank to obtain an Army Post Office or Fleet Post Office box nlmber, or the 
. I 

residential or business street address of next of kin or of another contact indfvidual. For a 

customer other than an individual, such as a corporation, partnership, or truJt, the bank 

may obtain the address of the piincipal place of business, local office, or otJer physical 

location of the customer. Of course, a bank is free to obtain additional addlses from the 

customer, such as the customer's mailing address, to meet its own or its cuslomer's 

business needs. 

The proposal required that banks obtain an identification number from customers. 

For U.S. persons, a bank would have been required to obtain a U.S. taxpay1r 

identification number. For non-U.S. persons, a bank would have been required to obtain 

a number from various altemati ve forms of government- issued identificatiol. 

One commenter stated that this requirement would not be burdensote. 

Commenters representing certain consumer advocacy groups commended ireasury and 
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the Agencies for providing banks with the discretion to accept alternative forms of 

identifying infonnation Ji-om non-U.S. citizens. These commenters stated t1at this 

position would assist low- income immigrants in gaining financial stability. IBy contrast, 

some commenters stated that the final rule should not permit a bank to open an account 

for a customer using only a foreign identification number when the customer provides a 

U.S. address. Other commenters asked for guid~nce on whether a bank is Jnnitted to 

accept a number from the identification document issued by a foreign govelment. A 

few commenters urged the government to require a national identification dLument for 

all individuals. 

Other commenters, primarily credit card banks, stated that the requiuement that a 

bank obtain a U.S. taxpayer identification number from U.S. persons would create 

considerable hardship. They stated that new credit card customers are relucrant to give 

out their social security numbers, especially over the telephone. They urged that banks 

be given the discretion to coliect identifying information, other than sociallcurity 

numbers, when appropriate in light of consumer privacy and security concers. In the 

alternative, they recommended that banks be permitted to obtain a U.S. taxryer 

identification number for U.S. persons from a trusted third party source, suoh as a credit 

reporting agency. 

Some commenters questioned what number to use for accounts operd in the 

name of a bowling league or class reunion, or to accept donations for a speaial cause. 

Other commenters questioned what number could be obtained from foreiJ businesses 

and enterprises that have no taxpayer identification number or other govejment- issued 

documentation. 

33 
0 
-01-------

576 



0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 0 

The final rule provides that a bank must obtain an "identification number" from 

every customer. As discussed above, under the definition of "customer," thl final rule 

permits a bank to obtain the identification number of the individual who opels an account 

such as a bowling league. 

After reviewing the comments, Treasury and the Agencies have determined that 

requiring a bank to obtain a customer's identification number, such as a soc~~~ security 

number, from the customer himself or herself, in every case, including over rhe 

telephone, would be unreasonable and impracticable because it would be contrary to 

banks' current practices and could alienate many potential customers. Accollrdingly, 

Treasury and the Agencies have adopted an exception for credit card accou ts that will 

permit a bank offering such accounts to acquire information about the custorer, 

including an identification number, from a trusted third party source prior to extending 

credit to the customer, rather than having to obtain this information directly from the 

customer prior to opening an account. 

The final rule also provides that for a non-U.S. person, a bank must rbtain one or 

more of the following: a taxpayer identification number (social security number, 

individual taxpayer identification number, or employer identification numbL); passport 

number and country of issuance; alien identification card number; or numbL and country 

of issuance of any other government- issued document evidencing national i~ or residence 

and bearihg a photograph or similar safeguard. This standard provides a blnk with some 

flexibility to choose among a variety of identification numbers that it may lccept from a 
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non-'U.S. person. 25 However, the identifying information the bank accepts must permit 

the bank to establish a reasonable belief that it knows the true identity of the customer. 

Treasury and the Agencies emphasize that the final rule neither endorses nor 
. I 

prohibits bank acceptance of information from particular types of identification 

documents issued by foreign governments. A bank must decide for itself, blsed upon 

appropriate risk factors, including those discussed above (the types of accofts 

maintained by the bank, the various methods of opening accounts provided by the bank, 

the other types of identifying information available, and the bank's size, locltion, and 

customer base), whether the information presented by a customer is reliablj_ 

T d h A ·. · h fi · b · I · · reasury an t e genc1es recogmze t at a ore1gn usmess or enter!Se may not 

have a taxpayer identification number or any other number from a government-issued 

document evidencing nationality or residence and bearing a photograph or lmilar 

safeguard. Therefore, the final rule notes that when opening an account for such a 

customer, the bank must request alternative government- issued documentation certifying 

the existence of the business or enterprise. 

The proposal also contained a limited exception to the requirement tihat a bank 

obtain a taxpayer identification number from a customer opening a new aJount. The 

exception permitted a bank to open an account for a person otherthan an i~ividual (such 

as a corporation, partnership, or trust) that has applied for, but has not receired, an 

employer identification number (EIN), provided that the bank obtains a COP.Y of the 

application before it opens the account and obtains the ErN within a reasonlble period of 

time after the account is established. The preamble for the proposed rule Jplained that 

25 The rule provides this flexibility because there is no uniform identification number thaf non-U.S. persons 
would be able to provide to a bank. See Treasury Department, "A Report to Congress in Accordance with 
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this exception was included for a new businesS ihat might need access to baring 

services, particularly a bank account or an extension of credit, before it has received an 

EIN from the Internal Revenue Service. 

Some commenters questioned this limited exception for certain businesses. A 

few commenters suggested expanding the exception to include individuals lho have 

applied for, but have not yet received a taxpayer identification number. Antther 

commenter stated that the exception provided no added benefit and would aCid to a bank's 

recordkeeping and monitoring burden. 

Treasury and the Agencies have determined that a bank should be afforded more 

flexibility in situations where a person, including an individual, has applied for, but has 

not yet received, a taxpayer identification number. Therefore, the final rule states that 

instead of obtaining a taxpayer identification number from a customer prior to opening an 

account, the CIP may include procedures for opening an account for a custrer 

(including an individual) that has applied for, but has not received, a taxpay~r 

identification number. 26 To lessen the recordkeeping burden fur a bank that elects to use 

this exception, the final rule also provides thatthe bank's CIP need only in,lude 

procedures requiring the bank to confinn that the application was filed bef~re the 

customer opens the account and to obtain the taxpayer identification numbl: within a 

reasonable period of time after the account is opened. Thus, a bank wi 11 be c I e to 

exercise its discretion27 to detennine how to confinn that a customer has fill dan 

Section 326(b) of the USA PATRIOT Act," October 21,2002. 
26 This position is analogous to that in regulations issued by the Internal Revenue Service ~IRS) concerning 
"awaiting-TIN [taxpayer identification number] certificates." The IRS permits a taxpayer to furnish an 
"awaiting-TIN certificate" in lieu of a taxpayer identification number to exempt the taxpa~er from the 
withholding of taxes owed on reportable payments(].&, interest and dividends) on certain accounts. See 26 
CFR 31.3406(g)-3. 
27 For example, the bank may wish to examine a copy of the application filed. 
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application for a taxpayer identification number rather than having to keep acopy of the 

application on file. 

Section 103.12J(b)(2)(ii) Customer Verification. The proposed rule provided that 

the CIP must contain risk-based procedures for verifying the infonnation th1 the bank 

obtains in accordance with § I 03.121 (b )(2 )(i), within a reasonable period of lime after the 

account is opened. 28 The proposed rule also described when a bank is required to verify 

the identity of existing customers. 

Several commenters asked Treasury and the Agencies to underscore ~hat these . 

verification procedures may be risk-based by noting that a bank may verify less than all 

of the identifying information provided by the customer. Many commente,J noted that 

there is currently no reliable, efficient, or effective means of verifying a cusjomer' s social 

security number. Some of these commenters asked the government to estabHsh a method 

that would penn it banks to establish the authenticity and accuracy of a custdmer' s name 

and taxpayer identification number. 1 
Treasury and the Agen::ies recognize that there currently is no meth , d that would 

I 
permit a bank to verify, for example, a taxpayer identification, passport or alien 

identification number through an official source. Accordingly, the final ruJ provides that 

a bank's CIP must contain procedures for verifying the identity of the custo~er, "using 

the information obtained in accordance with paragraph (b)(2)(i)," namely, the identifying 

infonnation obtained by the bank. Thus, a bank need not establish the accJacy of every 

28 The preamble for the proposed rule noted that, although an account may be opened, it is1 common 
practice among banks to place limits on the account, such as by restricting the number of transactions or the 
dollar value of transactions, until a customer's identity is verified. Therefore, the proposeq regulation 
provided the bank with the flexibility to use a risk-based approach to determine how soon identity must be 

verified. 
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element of identifying information obtained but must do so for enough information to 

form a reasonable belief it knows the true identity of the customer. · I 

Some commenters stated that they appreciated the flexibility of the 1oposal 

permitting an institution to determine how soon identity must be verified. ~ther 

commenters asked Treasury and the Agencies to clarify what is a "reasonable period of 

time." As stated in the preamble for the proposal, Treasury and the Agencies believe that 

the amount of time it will take an institution to verify a customer's identity L.y depend 

upon various factors, such as the type of account opened, whether the c~stoLr is 
physically present when the account is opened, and the type of identifying ilformation 

. I 

available. For the same reasons, the final rule provides banks with the flexibility 

necessary to accommodate a wide range of situations by stating that the baJ must verify 

the identifying information within a reasonObie time after the account is opLed. 
29 

As discussed above in the definition section, many commenters critltzed the 

proposed approach regarding verification of existing customers that open n · w accounts. 

The final rule addresses these concerns by modifying the definition of "cuslmer" to 

exclude a person who has an existing account with the bank if the bank has a reasonable 

belief that it knows the true identity of the person. 

Many commenters urged that the final rule continue to allow, but n , t mandate, 

documentary verification. A few commenters requested that the. final rule ~rovide 
additional guidance on verification. Some commenters asked that the final ~le clarify 

that a bank may choose to use only documentary methods and may refuse tl open an 

29 It is possible that a bank would, however, violate other laws by permitting a customer J tcansact 
business prior to verifying the customer's identity. See. e.g, 31 CFR part 500 (regulatiorls ofTreasury's 
Office of Foreign Asset Control (OF AC) prohibiting transactions involving designated fo~eign countries or 

their nationals). 
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account using other methods. 

The final rule addresses these comments by stating that a bank's CIP s 

verification procedures must describe when the bank will use documents, n~n

documentary methods, or a combination of both methods to verify a customer's identity. 

Section 1 0 3.12llb) [2) (ii) (A) Verification Through Documents. The ~roposed rule 

I 
provided that the CIP must contain procedures describing when the bank will verify 

identity through documents and setting forth the documents that the bank w~l use for this 

purpose. It then gave examples of documents that could be used In verity t~ identity of 

individuals and other persons such as corporations, partnerships, and trusts. 

Most commenters noted that banks do not have the means to authenticate or 

validate documents provided by their customers and urged Treasury and the Agencies to 

clarify that document authentication is not a CIP requirement. Treasury and the Agencies 

wish to con finn that once a bank has obtained and verified the identity of thl customer 

through a document such as a driver's license or passport, the bank will not be required to 

take steps to determine whether the document has been validly issued. A bank generally 

1 · d ·d ·fi · ·fi · f , I ·d · may re y on government-Issue 1 ent1 tcatwn as ven tcatwn o a customer s 1 entity; 

however, if a document shows obvious indications of fraud, the bank must Lnsider that 

I 
factor in determining whether it can form a reasonable belief that it knows the customer's 

true identity. 

Some commenters also asked that Treasury and the Agencies provide more 

examples and discuss appropriate types of documentary identification in thJ final rule or 

in separate guidance that banks may easily access. Comrnenters asked whe!her a utility 

bill, or library card addressed to the same physical address and name of the person 
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seeking the account, or a foreign identification card, such as a foreign voter registration 
. I 

card or driver's license, would be acceptable. Some commenters questioned whether 

copies of documents would suffice. 

Given the recent increases in identity theft and the availability of fraudulent 

documents, Treasury and the Agencies agree with a commenter who suggesled that the 

value of documentary verification is enhanced by redundancy. The rule gjs examples 

of types of documents that are considered reliable. However, a bank is encLraged to 

obtain more than one type of documentary verification to ensure that it has 1 reasonable 

belief that it knows the customer's true identity. Moreover, banks are encolaged to use 

. a variety of methods to verify the identity of a customer, especially when thl bank does 

not have the ability to examine original documents. 

The final rule attempts to strike the appropriate balance between the benefits of 

requiring additional documentary verification and the burdens that may arise from such a 

requirement by providing that a bank's CIP must state the documents that a bank will use. 

This will require each bank to conduct its own risk-based analysis of the types of 

documents it believes will enable it to know the true identity of its customeL. 

The final rule continues to provide an illustrative list of identificatil documents. 

For an individual, these rna y include an unexpired government- issued ident~fication 
evidencing nationality or residence and bearing a photograph or similar saflguard, such 

as a driver's license or passport. For a person other than an individual, theje may include 

documents showing the existence of the entity, such as certified articles of ncorporation, 

a government-issued business license, a partnership agreement, or a trust instrument. 

Some commenters questioned whether the examples of identificatiJn documents 
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given for persons other than individuals would be reliable. One commenter restioned 

whether trust documents alone would be sufficient verification of identity. AI nother 

commenter suggested allowing banks to rely on a certification by the trustee] or an 

appropriate legal opinion, rather than the trust instrument to verify the existence of a 

trust. Someone else suggested that banks should be allowed to rely on docutentation 

consisting of evidence that a business is either publicly traded or is authorized to do 

business in a state or the United States. 

The examples provided in the final rule were intended only to illustrate the 

documents a bank might use to verify the identity of a customer that is a co~oration, 
I 

partnership, or trust. A bank may use other documents, provided that they aHow the bank 

to establish that it has a reasonable belief that it knows the true identity of it! customer. 

Accordingly, the final rule makes no significant changes to the examples. 

Section 103.121 {b)(2)(ii)(B) Non-Documentary Verification. Recogpizing that 

some accounts are opened by telephone, by mail, and over the Internet, the troposed rule 

provided that a bank's CIP also must contain procedures describing what nGm

documentary methods the bank will use to verify identity and when the ba I will use 

these methods (whether in addition to, or instead of, relying on documents). The 

preamble for the proposed rule also noted that even if the customer presents identification 

documents, it may be appropriate to use non-documentary methods as well. 

The proposed rule gave examples of non-documentary verification methods that a 

bank may use, including contacting a customer after the account is opened; obtaining a 

financial statement; comparing the identifying infonnation provided by the rustomer 

against fraud and bad check databases to determine whether any of the information is 
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associated with known incidents of fraudulent behavior (negative verificatiot 

comparing the identifying information with information available from a trusted third 

party source, such as a credit report from a consumer reporting agency (posiLe 

verification); and checking references with other financial institutions. The lreamble for 

the proposed rule stated that a bank also may wish to analyze whether there i logical 

consistency between the identifying infonnation provided, such as the custoLer's name, 

street address, ZIP code, telephone number, date of birth, and social security number 

(logical verification). 

The proposal required that the procedures address situations where i individual, 

such as an elderly person, legitimately is unable to present an unexpired goV1ernment-

issued identification document that bears a photograph or similar safeguard; the bank is 

not familiar with the documents presented; the account is opened without ootaining 

documents; the account is not opened in a face-to-face transaction, for exajple over the 

phone, by mail, or through the Internet; and the type of account increases thr risk that the 

bank will not be able to verify the true identity of the customer through doclments. 

. Several commenters asked for additional guidance regarding when len
documentary verification methods should be used in addition to document+ verification 

methods and the circumstances in which only one or al\ of the non-documetry 

verification methods listed are necessary. Commenters also asked for guidance on audit 

I 
methodology, and an explanation of the due diligence required for verification of 

. I 

accounts opened by telephone, mail, and through the Internet. A few commenters 

suggested that reference to verification, where a bank compares infonnatiJ provided by 
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the customer with information from trusted third party sources, be expressly mentioned in 

the final rule. 

As the large number of comments on this section illustrates, a rule that attempted 

to address every scenario and combination of risk- factors that a bank might Lnfront 

would be extremely complex and invariably would fail to address many siJtions. 

Rather than adopt a lengthy and potentially unwieldy rule that still would nof address 

every situation, Treasury and the Agencies have concluded that it would be rare 

effective to adopt general principles that are fleshed out through examples. ~herefore, 

the final rule states that for a bank relying on non-documentary verification bethods, the 

CIP must contain procedures that describe the non-documentary methods thl bank will 

use. 

The final rule generally retains the illustrative list of non-documentarY methods 

contained in the proposal. Treasury and the Agencies have clarified that oJ method is 

"independently verifying the customer's identity through the comparison of information 

provided by the customer with information obtained from a consumer reporting agency, 

public database, or other source," rather than verifying "documentary infojation" 

through such sources. 

The final rule also retains the variety of situations that the procedures must 

address that were identified in tho proposal, with the following two changJ First, 

because "transaction" is a defined term in 31 CFR part 103, instead of usinJ the term 

"face-to- face transaction," the final rule states that the procedures must addless the 

·. · h ·h · · I h b k s1tuat10n w ere a customer opens an account wtt out appearmg m person alt e an . 

Second, the final clause of this provision provides that the CIP must includ procedures 
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to address situations where the bank is otherwise presented with circumstanaes that 

increase the risk that the bank will be unable to verifY the true identity of a tstomer · 

through documents. This clause acknowledges that there may be circumstances beyond 

those specifically described in this provision when a bank should use non-dLumentary 

verification procedures. 

As stated in the preamble for the proposed rule, because identificatT documents 

may be obtained illegally and may be fraudulen~ and in light of the recent rrease in 

identity theft, Treasury and the Agencies encourage banks to use non-docurnentary 

methods even when the customer has provided identification documents. 

Section 103.121 {b) (2) (ii)(C) Additional Verification {or Certain CuSJtomers. As 

described above, the proposed rule required the identification and verificatijn of each 

signatory for an account. Most commenters objected to this requirement as overly 

burdensome, and, upon consideration of the points raised by the commenters, Treasury 

and the Agencies agree that it is appropriate to delete it. For the reasons ditussed below, 

however, the rule does require that a bank's CIP address the circumstances in which it 

will obtain infonnation about such individuals in order to verifY the customLs identity. 

Treasury and the AgOncies believe that while the majority of customers maJ be verified 

adequately through the documentary or non-documentary verification methlds described 

in paragraphs (b )(2 )(i i)( A) and (B), there rna y be instances where this is no1 possible. 

The risk that the bank will not know the customer's true identity may be heightened for 

certain types of accounts, such as an account opened in the name of a corpo[l ation, 

partnership, or trust that is created or conducts substantial business in a juri diction that 
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has been designated by the United States as a primary money laundering concern or has 

been designated as non-cooperative by an international body. 

Obtaining sufficient information to verify a customer's identity can neduce the 

risk that a bank will be used as a conduit for money laundering and terrorist financing. 

Treasury and the Agencies believe that a bank n1ust identify customers that pose a 

heightened risk of not being properly identified, and a bank's CIP must pr.Jcribe 

additional measures that may be used to obtain information about the identil of the 

individuals associated with the entity in whose name such an account is opeled when 

standard documentary and non-documentary methods prove to be insufficielt. 

For these reasons, the requirement to verifY the identity of signatorijs has been 

replaced by a new provision in the final rule that requires that a bank's CIP~ddress 
situations where, based on the bank's risk assessment of a new account opened by a 

customer that is not an individual, the bank also wili obtain information ablt individuals 

with authority or control over soch account, including signatories, in order Jo verifY the 

customer's identity. This additional verification method will only apply wJen the bank 

I 
cannot adequately verify the customer's identity using the documentary andl non-

documentary verification methods described in (b)(2)(ii)(A) and (B). Morfver, a bank 

need not undertake any additional verification if it chooses not to open an account when 

it cannot verify the customer's identity using standard documentary and nal 

documentary verification methods. 

Section I 03.121 {b) (2)(iii) Lack of Verification. The proposed rule ,tated that a 

bank's CIP must include procedures for responding to circumstances in which the bank 

cannot form a reasonable belief that it knows the true identity of a customJ The 
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preamble for the proposed rule listed what these procedures should include. In addition, 

the proposal stated that a bank should only maintain an account for a customer when it 

can form a reasonable belief that it knows the customer's true identity. 
30 

The final rule retains the general requirement that a bank's CIP inclie 

piOcedures for responding to circumstances in which the bank cannot form a reasonable 

belief that it knows the true identity of the customer. However, the rule text itself now 

states that tre procedures should describe the following: when a bank should not open an 

account for a potential customer; the terms under which a customer may us, an account 

while the bank attempts to verify the customer's identity; when the bank shrld close an 

account after attempts to verify a customer's identity have failed; and when the bank 

should file a Suspicious Activity Report in accordance with applicable law lnd 
regulation. 

. One commenter .stated that requiring a bank to close an account if it rannot verify 

a customer's 1dent1ty would conflict w1th state laws and would subject the bank to legal 

liability. The commenter urged that if this provision is retained, the final rulr also should 

shield banks from state regulatory and borrower liability in these circumstares. Other 

commenters asked that Treasury and the Agencies clarify that further inves~igation that 

results in failure to open an account will not trigger adverse action requir.Jents under the 
. I 

FCRA, 15 U.S.C. 1681 et seq. or the Equal Credit Opportunity Act (ECOA), 15 U.S.C. 

1691 et seq. 

30 The preamble also explained that there are some exceptions to this basic rule. For example, a bank may 
maintain an account at the direction of a law enforcement or intelligence agency, even thohgh the bank 
does not know the true identity of the customer. 
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The final rule does not specifically require a bank to close the account of a 

customer whose identity the bank cannot verify, but instead leaves this deterrmination to 

the discretion of the bank. Treasury and the Agenc ies have determined that +re is no 

statutory basis to create a safe harbor that would shield banks from state regu1Jatory or 

borrower liability if a bank should choose to close a customer's account. An~ such 

closure should lie consistent with the bank's existing procedures for closing jccounts in 
I 

accordance with its risk management practices. Treasury and the Agencies aliso note that 

a bank must comply with other applicable laws and regulations, such as the jdverse 

action provisions under ECOA and the FCRA, when determining not to opJ an account 

because it cannot establish a reasonable belief that it knows the true identity lfthe 

customer. 31 

Section 103.12l{b)(3) Recordkeeping. 

Section 103.12](b)(3)(i)Required Records. The proposed rule set forth 

recordkeeping procedures that must be included in a bank's CIP. Under the proposal, a 

bank would have been required to maintain a record of the identifying information 

provided by the customer. Where a bank relies upon a document to verifY i1.ntity, the 

proposal would have required the bank to maintain a copy of the document Lat the bank 
I . 

relied on that clearly evidences the type of document and any identifying information it 

may contain. The bank also would have been required to record the methods and result 

of any additional measures undertaken to verifY the identity of the custom.J. Last, the 

31 See 12 CFR 202.9(b) (Federal Reserve Regulation B that prescribes the form ofECOA notice and 
statement of specific reasons); 15 U.S.C. 1681 m (FCRA provision that provides for duties of users taking 
adverse actions on the basis of information contained in consumer reports from other third parties or 

affiliates). 
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bank would have been required to record the resolution of any discrepancy in the 

identifying infonnation obtained. 

This section of the proposed rule prompted the most comment. Though one 

commenter felt that the recordkeeping requirements in the proposed rule werl weak, 

almost all other commenters identified the proposed documentation and recoL retention 

requirements as overly burdensome. Commenters urged Treasury and the jgencies to 

permit a bank to record the information from the documents obtained rather Lan 
requiring banks to maintain copies of these documents for the life of the accLnt. 

Commenters generally argued that it would be difficult and very burdensoml to store and 

retrieve copies of documents used to verify the identity of the customer. In lddition, 

some commenters noted that many kinds of identification documents, particLarly some 

new driver's licenses, have security features that prevent them from being Jpied legibly. 

Other commenters stated that copies of documents would be difficult to safjguard and 

could facilitate identity theft. 

Commenters stated that requiring banks to keep copies of documents would 

substantially deviate from current banking practice and would violate certair states' laws. 

Banks offering credit card accounts through retailers, who require the customer to 

provide identifying documents at the point of sale, ·strenuously opposed thij requirement 

if it were interpreted to cover documents presented to the merchant. Thes, commenters 

stated that copy machines are not usually available at the point of sale, and that the rule as 

proposed would require merchants to purchase large numbers of additional copy 

machines. The commenters also anticipated that consumers would be greatly 

inconvenienced by this requirement and might have to endure lengthy wait I during any 

48 
0 
-0"----------

591 



0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 0 

busy shopping season. These commenters questioned whether the risks of money-
1 

laundering and the financing of terrorism through retail store credit cards, which 

generally have relatively low credit limits, restrictions on pre-payment, and Jher features 

to detect fraud, warrant the imposition of these additional costs. 

Other commenters stated that requiring banks to keep copies of documents that 

have pictures, such as driver's licenses, could expose the bank to allegations lf unlawful 

discrimination, even if the retention of this infonnation were not prohibited lder ECOA. 
I 

Some banks objected to this requirement on the grounds that it directly conflicted with 

the position that the Agencies have traditionally taken on this issue, includin~ the 

criticism of banks that have retained such infonnation in their files when extlnding 

credit. 

Other commenters asked that a bank be permitted to record the procres and 

procedures generally used for verification rather than being required to keep records of 

the methods used and the resolution for each and every account, especially lhere the 

bank uses standardized procedures for all customers and could demonstrate lat these 

procedures were applied. Some commenters suggested that the final rule pe it banks to 

use a risk-based approach for recordkeeping. 

In light of the comments received, Treasury and the Agencies have reconsidered 

and modified the recordkeeping requirements of the proposed rule. The fin,l rule 

provides that a bank's CIP must include procedures for making and maintaining a record 

of all infonnation obtained under the procedures implementing the requir.Jent that a 

bank develop and implement a CIP. However, the final rule affords banks ,ignificantly 

more flexibility than did the recordkeeping provisions contained in the proposal. Under 
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the final rule, a bank's records are to include "a description," rather than a copy, of any 

document upon which the bank relied in order to verify the identity of the cu1omer, 

noting the type of document, any identification number contained in the docu~ent, the 

place of issuance, and, if any, the date of issuance and expiration date. The final rule also 

clarifies that the record must include "a description" of the methods and resu~ts of any 

measures undertaken to verify the identity of the customer, and of the resolution of any 

"substantive" discrepancy discovered when verifying the identifying infonnlion 

obtained, rather than any documents generated in connection with these me1ures. 

As Treasury and the Agencies indicated in the preamble for the proposal, nothing 

in the rule modifies, limits, or supersedes section I 0 I of the Electronic S ignltures in 
- I 

Global and National Commerce Act, Pub. L. 106-229, 114 Stat. 464 (15 U.,.C. 7001) (& 

Sign Act). Thus, a bank may use electronic records to satisfy the requiremejts of this 

final rule, as long as the records are accurate and remain accessible in accordance with 31 

CFR 103.38(d). 

Section 103.121 (b)(3)(ii) Retention of Records. 

The proposal required a bank to retain all of the records specified in the 

recordkeeping provision for five years after the date the account is closed. 

This requirement prompted strenuous objections. Assuming that cowies of the 
I 

documents used to verify the identity of the customer would have to be reta'ned, 

commenters asserted that retaining records until five years after the account is closed 

would be very burdensome. Some commenters noted that imaging is not ajoutine 

practice for community banks and could be costly. Banks offering credit c rd accounts 

stated that the record retention requirement would require a change in forrnl, processes, 

so 0 
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and systems, while also increasing storage costs. As credit cards do not have a specific 

term, commenters noted that banks would be required to keep these records flrever, 

unless they are culled manually. Some commenters suggested that the retentL period be 

shortened, with suggestions ranging from one to three years after the account is closed, 

while other commenters suggested that the period be shortened to five years om when 

the account is opened. Many commenters stated that two years from when th~ 

information is obtained v.ould be consistent with other regulatory requirements, such as 

the record retention requirements for an application for an extension of crediJ subject to 

ECOA (12 CFR 202.12(b)). 

By eliminating the requirement that a bank retain copies of the doc1ents used to 

verify the identity of the customer, Treasury and the Agencies believe that thr final rule 

largely addresses the main concern of these commenters. However, Treasury and the 
. . I 

Agencies also have determined that, while the identifying information provided by the 

customer should be retained, there is little value in requiring banks to retain !he 

remaining records for five years after an account is closed because this infoiation is 

likely to have become stale. Therefore, the final rule now preserVes a bifurlated record 

retention schedule that is consistent with the general five-year retention reqiirement in 31 

CFR 103.38. First, the bank must retain the information referenced in paragraph 

(b)(3)(i)(A) (that is, information obtained about a custorrer), for five years ,fter the date 

the account is closed or, in the case of credit card accounts, five years after the account is 

closed or becomes dormant. Second, the bank need only retain the records !hat it must 

make and maintain under the remaining parts of the recordkeeping provisiol. paragraphs 
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(b)(3)(i)(B), (C), and (D) (that is, information that verifies a customer's identi ) for five 

years after the record is made. 

Section 103.12l(b)(4) Comparison with Government Lists. The proposed rule 

required a bank to have procedures for determining whether the customer appLrs on any 

list of known or suspected terrorists or terrorist organizations provided to the tank by any 

Federal government agency. In addition, the proposal stated that the procedlres must 

ensure that the bank follows all Federal directives issued in connection with sLch lists. 

Most commenters were concerned about how a bank would be able to determine 

what lists should be checked for purposes of this provision and how these listS would be 

made available. Some commenters asked that the final rule confirm that a bark will not 

have an affirmative duty to seek out all lists compiled by the Federal govemrnt and 

would only be required to check lists provided to it by the Federal government. Some 

conunenters noted that lists published by OFAC are published but are not prtided to 

financial institutions." Many commenters urged that all lists within the mearng of 

section 326 ofthe Act, be centralized, issued by a single designated government agency, 

and provided to financial institutions in a commonly used electronic format. Some of 

these commenters suggested that instead of providing multiple lists, the government set 

up a single website that would permit a bank to search for a ilame alphabeticLy, similar 

to the OFAC list. Other commenters asked Treasury and the Agencies to cl.l ify what 

action a bank should take when a customer appears on a list. 

32 Nevertheless, the legislative history for this provision indicates that the lists Congress infended financial 
institutions to consult "are those already supplied to financial institutions by the Office of F~reign Asset 
Control (OFAC), and occasionally by law enforcement and regulatory authorities, as in the ~ays 
immediately following the September 11,2001, attacks on the World Trade Center and the !Pentagon." H.R. 

Rep. No. 107-250, pt. 1, at 63 (200 1 ). 

0 
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Commenters also asked for guidance regarding the timing of when the 

comparison must be performed and asked whether the lists could be checked afte an 
I 

account is opened. Some commenters stated that there is no practical way for a financial 

institution to check lists prior to opening an account. 

The final rule states that a bank's CIP must include procedures for dete,ining 

whether the customer appears on any list of known or suspected terrorists or terrfrist 

organizations issued by any Federal government agency and designated as such r 
Treasury in consultation with the Federal functional regulators. Because Treasr and 

the Federal functional regulators have not yet designated any such lists, the finai rule 

c~nnot be more .'pecific with respect to the lists banks must check in order to ctply 

wtth thts provision. However, banks will not have an affirmattve duty under tHts 

regulation to seek out all lists of known or suspected terrorists or terrorist orgJzations 

compiled by the Federal government. Instead, banks will receive notification b~ way of 

separate guidance regarding the lists that must be consulted for purposes of thiJ 

provision. 

Treasury and the Agencies have modified this provision to give guidan(!:e as to 

when a bank must consult a list of known or suspected terrorists or terrorist 

organizations. The final rule states that the CIP' s procedures must require the bank to 

make a determination regarding whether a customer appears on a list "within a 

reasonable period of time" after the account is opened, or earlier if required bJ another 

Federal law or regulation or by a Federal directive issued in connection with t~e 

applicable list. 
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The final rule provides that a bank's CIP must contain procedures requiring the 

bank to follow all Federal directives issued in connection with such lists. Agf:!in, because 

there are no lists that have been designated under this provision as yet, the final ule 

cmmot provide more guidance in this area. 

Section 103.12l(b)(5) Customer Notice. The proposed rule would have required a 

bank's CIP to include procedures for providing bank customers with adequate ntice that 

the bank is requesting information to verify their identity. The preamble for the proposal 

stated that a bank could satisfy that notice requirement by generally notifying it~ 

customers about the procedures the bank must comply with to verify their identities. It 

stated that the bank could post a notice in its lobby or on its Internet website, J provide 

customers with any other form of written or oral notice. 

Treasury and the Agencies received a large. number of comments on thii 

provision. Some commenters did not agree that section 326 of the Act require, notice to 

bank customers. Some of these commenters suggested that a bank's request for 

identifying information should be considered adequate notice. Other commenters did not 

question this requirement and stated that they appreciated the flexibility of this!provision. 

However, a great many commenters asked for additional guidance on the cont nt and 

timing of the notice and specifically requested that the final rule provide modillanguage 

so that all institutions represent the requirements of section 326 in the same manner and 

the adequacy of notice is not left to the interpretation of individual examiners. 

Section 326 provides that the regulations issued "shall, at a minimum, require 

financial institutions to implement, and customers (after being given adequat~ notice) to 

comply with reasonable procedures" that satisfy the statute. Based upon this ~tatutory 
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requirement, the final rule requires a bank's CIP to include procedures for providing bank 

· h d · h h b k · · · +: • . ·r I h · customers wtt a equate nottce t at t e an ts requestmg tn1ormat10n to ven y t etr 

identities. However, the final rule provides additional guidance regarding what 

constitutes adequate notice and the timing of the notice requirement. 

The final rule states that notice is adequate if the bank generally describes the 

identification requirements of the final rule and provides notice in a manner rejonably 

d 
· d h · h · · h · · · I b +: estgne to ensure t at a customer vtews t e nottce, or ts ot erwtse gtven nottce, e1ore 

I 

opening an account. The final rule also states that depending upon the manner r which 

an account is opened, a bank may post a notice in the lobby or on its website, include the 

notice on its account applications, or use any other funn of oral or written notil. In . 

addition, the final rule includes sample language that, if appropriate, will be djmed 

adequate notice to a bank's customers when provided in accordance with the 

requirements of this final rule. 

Section 103.12l(b)(6) Reliance on Another Financial Institution. Many 

commenters urged that the final rule penn it a bank to rely on a third party to plrfonn 

elements of the bank's ClP. For example, some commenters asked that the tiL rule 

clarify that a bank may use a third party service provider to perform tasks and keep 

records. Other commenters recommended that the rule should permit a third P.arty to 

verify the identity of the bank's customer in indirect lending arrangements, fJ example, 

where a car dealer acting as age!1 of the bank extends a loan to a customer or where a 

mortgage broker acts on a bank's behalf. Some commenters urged that the fila! rule be 

modified to more broadly permit financial institutions to share customer idenJification 

and verification duties with other financial institutions so as to avoid each inslitution 
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having to undertake duplicative customer identification efforts. Some of these 

commenters suggested that a bank be permitted to allocate its responsibility to verify the 

' "d . b . h h fi . I . . . . d . lh customer s 1 entity y contract w1t anot er manc1a mst1tut10n as permrtte m t e 

proposed rule for broker-dealers. 

Other commenters requested that the final rule permit the CIP obligations to be 

performed initially by only one financial institution if a customer has different aLounts 

with different affiliates. These commenters noted that it is common for a custoler to 

maintain several different accounts with a financial institution and its affiliates.lThe 

same customer, for example, may have a credit card account with one affiliate, home 
I 

mortgage with another affiliate, and a brokerage account with a broker-dealer affiliate. 

The commenters urged that a bank be permitted to rely on customer identificatiL and 

verification performed by an affiliate because it would be superfluous and unnelessarily 

burdensome to subject the same customer to substantially similar customer idJtification 

and verification procedures on multiple occasions. Furthermore, those commerl ters urged 

Treasury and the Agencies to allow a bank to rely on an affiliate in order to re~ ce the . 

substantial costs of maintaining duplicative records regarding identity verification under 

the recordkeeping provisions of the rule. 

Treasury and the Agencies recognize that there may be circumstances where a 

bank should be able to rely on the performance by another financial institution of some or 

all of the elements of the bank's C lP. Therefore, the final rule provides that a rank's ClP 

may include procedures specifying when the bank will rely on the performance by 

another !inane ial institution (inc! uding an affiliate) of any procedures of the Jnk' s ClP 

and thereby satisfy the bank's obligations under the rule. Reliance is permitteb if a 
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customer of the bank is opening, or has opened, an account or has established a similar 

banking or business relationship with the other financial institution to provide J engage 
( 

in services, dealings, or other financial transactions. 

In order for a bank to rely on the other financial institution, such relianc~ must be 

reasonable under the circumstances, and the other financial institution must be srbject to 

a rule implementing the anti- money laundering compliance program requirements of 31 

U.S.C. 5318(h) and be regulated by a Federal functional regulator. The other fil.ncial 

. . . I . . . . "fy II h bl k h . mstltutwn a so must enter mto a contract requmng It to certi annua y to t e an t at It 

has implemented its ant; money laundering program and that it will perform ( J its agent 

will perform) the specified requirements of the bank's CIP. The contract and Jrtification 

will provide a standard means for a bank to demonstrate the extent to which it Js relying 

on another institution to perform its CIP, and that the institution has in fact aJed to . 

perform those functions. If it is not clear from these documents, a bank must ~e able to 

otherwise demonstrate when it is relying on another institution to perform its GIP with 

respect to a particular customer. 

The bank will not be held responsible for the failure of the other financial 

institution to adequately fulfill the bank's CIP responsibilities, provided the bL can 

establish that its reliance was reasonable and that it has obtained the requisite ~ontracts 
and certifications. Treasury and the Agencies emphasize that the bank and the other 

!inane ial institution upon which it relies must satisfy all of these conditions J forth in 

the rule. If they do not, then the bank remains solely responsible for applying its own 

CIP to each customer in accordance with this regulation. 
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All of the Federal functional regulators are adopting comparable provisions in 

their respective regulations to permit such reliance. Furthermore, the Federal fuLional 

regulators expect to share information and to cooperate with each other to detertine 

whether the institutions subject to their jurisdiction are in compliance with the conditions 

of the reliance provision of this final rule. 

The final rule issued here does not affect a bank's authority to contract for 

services to be performed by a third party either on or offtle bank's premises. ~us, for 

example, a bank may contract with a third party service provider to keep its reclrds even 

when the bank does not act under the reliance provision set forth in the regulat1n. 

However, Treasury and the Agencies note that the performance ofthese servijs for 

Federally regulated banks33 will be subject to regulation and examination by tl Agencies 

under other applicable laws and regulations. See,~. 12 U .S.C. 1867. 

The final rule also does not alter a bank's authority to use an agent to perform 

services on its behalf. Therefore, a bank is permitted to arrange for a car deaJ or 

b k 
. . . . . h I 'fy h 'd I . f. mortgage ro er, actmg as Its agent m connectiOn w1t a oan, to ven t e 1 entity o 1ts 

customer. However, as with any other responsibility performed by an agent, ld in 

contrast to the reliance provision in the rule, the bank ultimately is responsib\j for that 

agent's compliance with the requirements of this final rule. 

Section 103.121 (c) Exemptions. The proposed rule provided that the appropriate 

Federal functional regulator, with the concurrence ofTreasury, may by order L 
regulation exempt any bank or type of account from the requirements of this Jection. The 

33 Because it lacks the specific statutory authodty to regulate aod examine seC" ice pm,idJ NCUA, as a 
matter of safety and soundness, will require credit unions to document that their service proJiders fully 
comply with this regulation and with the credit union's customer identification program. 
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proposal stated that, in issuing such exemptions, the Federal functional regulator and 

Treasury shall consider whether the exemption is consistent with the purposes ol the 

BSA, consistent with safe and sound banking, and in the public interest The pr 'posal 

stated that the Federal functional regulator and Treasury also may consider othe 

necessary and appropriate factors. 

There were a number of comments suggesting that various types of accornts be 

exempted from the final rule. For example, several commenters suggested that accounts 

of Federal, state, and local governmental entities, public companies, and correstndent 

banks be exempted from the final rule. One commenter suggested that student loan 

programs be exempted from the rule because current safeguards are sufficient 1 verity 

the identity of student loan borrowers. Another commenter suggested that small trust 

companies and limited purpose banks that provide trust services be exempted Jom the . . . I 
rule, because such entities are more local in operation, would be burdened by the rule, 

and have fewer employees to ensure compliance. Yet another commenter sugJested that 

the NCUA exempt credit unions from the CIP requirements. 

Any suggested exemptions that Treasury and the Agencies have determined to be 

appropriate are incorporated into the definitions of "account" and "customer" fOr the 

reasons described above. The exemption provision of the final rule is essentiaJlly adopted 

as proposed with respect to banks that have a Federal functional regulator. B1/cause the 

final rule will also apply to certain banks that do not have a Federal functiona regulator, 

a new provision has been added to make clear that Treasury alone will make ll 
determinations regarding exemptions for these institutions. 
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Section 103.121 (d) Other Information Requirements Unaffected. The p ~oposal 
. I 

provided that nothing in§ 103.121 shall be construed to relieve a bank of its obll'gations 

to obtain, verify, or maintain information in connection with an account or trans· ction 

that is required by another provision in part 103. For exam pie, if an account islpened 

with a deposit of more than $10,000 in cash, the bank opening the account must comply 

with the customer identification requirements in § 103.121, as well as with the rovi sions 

of§ 103.22, which require that certain information concerning the transaction l reported 

by filing a Currency Transaction Report (CTR). There were no comments on ,is 

provision. Therefore, Treasury and the Agencies have adopted this provision generally as 

proposed, except that it has been clarified to provide that nothing in § 103 .121 lhould be 

construed to relieve a bank of any of its obligations, including its obligations t, obtain, 

verify, or maintain information in connection with an account or transaction that is 

required by another provision in part 103. 

m. Conforming Amendments to 31 CFR 103.34 

Section 103.34(a) sets forth customer identification requirements whe certain 

types of deposit accounts are opened. Together with the proposed rule implementing 
I 

section 326, Treasury, on its own authority, proposed deleting 31 CPR 103.34~a) for the 

following reasons. 

First, the preamble for the proposal explained that Treasury regards the 

requirements of§§ 103.34(a)(l) and (2) as inconsistent with the intent andpubose of 

section 326 of the Act and incompatible with proposed section I 03.121. Gentrally 

§§ 1 03.34(a)(l) and (2) require a bank, within 30 days after certain deposit accounts are 

opened, to secure and maintain a record of the taxpayer identification number of the 
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customer involved. If the bank is unable to obtain the taxpayer identification number 

within 30 days (or a longer time if the person has applied for a taxpayer identi ficltion 

number), it need take no further action under § 103.34 concerning the account if it 

maintains a list of the names, addresses, and account numbers of the persons for which it 

was unabie to secure taxpayer identification numbers, and provides that infonna ion to 

Treasury upon request. In the case of a non-resident alien, the bank is required Ia record 

· the person's passport number or a description of some other government docuJ.nt used 

to detennine identification. These requirements conflicted with those in propofd 

§ 1 03.121 which required a bank to obtain the name, address, date of birth and n 

identification number from any person seeking to open a new account. 

Second, § 1 03.34(a)(3) currently provides that a bank need not obtain a taxpayer 

identification number with respect to specified categories of persons 34 opening certain 

deposit accounts. Proposed§ 103.121 did not exempt any persons from the C 

requirements. Treasury requested comment on whether any of the exemptions in 

§ 1 03.34(a)(3) should apply in light of the intent and purpose of section 326 o the Act 

and the requirements of proposed § 1 03 J 21. 

34 
The ~xemption applies to (i) agencies and instrumentalities of Federal, State, local, or forei n 

governments; (i i) judges, public officials, or clerks of courts of record as custodians of funds i' controversy 
or under the control of the court; (iii) aliens who are ambassadors; ministers; career diplomatic or consular 
officers; naval, military, or other attaches of foreign embassies and legations; and members ofl~heir 
immediate families; (iv) aliens who are accredited representatives of certain international organizations, and 
their immediate families; (v) aliens temporarily residing in the United States for a period not tt exceed 180 
days; (vi) aliens not engaged in a trade or business in the United States who are attending a ref.ognized 
college or university, or any training program supervised or conducted by an agency of the Feoeral 
Government; (vii) unincorporated subordinate units of a tax exempt central organization that ~recovered by 
a group exemption letter; (viii) a person under 18 years of age, with respect to an account oper1 ed as part of a 
school thrift savings program, provided the annual interest is less than $10; (ix) a person opening a 
Christmas club, vacation club, or similar installment savings program, provided the annual in erest is less 
than $1 0; and (x) non-resident aliens who are not engaged in a trade or business in the United States. 
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Third,§ 103.34(a)(4) also provides that IRS rules shall determine whose number 

shall be obtained in the case of multiple account holders. In the preamble that 

accompanied its proposal, Treasury stated that this provision is inconsistent witH section 
. I 

326 of the Act, which requires that banks verify the identity of "any" person seeking to 

open an account. 

In addition, Treasury proposed deleting § 1 0 3 .34(b )(I) which requires a rank to 

keep "any notations, if such are nonnally made, of specific identifying infonnaTn 

verifying the identity of the signer [who has signature authority over an accoun~] (such as 

a driver's license number or-credit card number)." Treasury stated that the quojed 

language in § 103 .34(b )( 1) is inconsistent with the proposed requirements of § 103.121. 

language. 

Few comments were received regarding the proposed deletion of these provisions. 

Some commenters agreed that§ 103.34(a) should be deleted if proposed§ 1031.121 were 

adopted. One commenter suggested that § 1 03 .34( a) should be revised to achiLe the 

objectives of the section 326 of the Act. One commenter representing a milital bank 
. I 

requested continuance of the exemption for agencies and instrumentalities of the Federal 

government that will pennit exemption of commissaries, exchanges and variot military 
. - I 

organizations. Another commenter requested maintenance of the exemption fbr 

government entities, court funds, unincorporated units of tax-exempt organiJions, and 

school thrift programs. 

Treasury has detennined that given the more comprehensive require,nts of the 

final version of§ 103.121, there is no longer a need for § 103.34 (a). A num!Jer of the 
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exemptions formerly in§ 103.34(a) have now been added to§ 103.121. Other 

exempli ons conflict with the language and intent of section 3 26 of the Act and jus were 

not adopted in the final rule. While§ 103.34(a) will no longer be needed once tle final 

rule is fully effective, withdrawing the. provision before October I, 2003, would create a 

gap period during which banks would not be subject to a rule under the BSA requiring a 
I 

customer to be identified when opening an account. Because Treasury and the tgencies 

do not believe such a gap period would be appropriate, the final rule -- rather th n 

withdrawing § 1 03. 34( a) - amends the section to cut off its app 1 icabi lity on Octlber 1, 

2003, when§ 103.121 becomes fully effective.
35 

By contrast, Treasury no longer believes that it is necessary to delete th~ quoted 

language in § 1 03 .34(b ), which requires a bank to keep "any notations, if such Le 

nonnally made, of specific identifying infonnation verifying the identity of [a Jerson 

with signature authority over an account](such as a driver's license number or credit card 

number)." The definition of"customer" in the final version of§ 103.121 nolo ger 

includes a signatory on an account. Therefore,§ 103.121 and§ 103.34(b)(l) 'e not 

inconsistent and the records required to be kept in accordance with§ 103.34(bl (1) will 

still have a high degree of usefulness in criminal, tax, or regulatory investigati, ns or 

proceedings, or in the conduct of intelligence or counterintelligence activities, and to 

protect against international telTorism. Therefore, the proposal to delete the quoted 

language in § 103 .34(b )( 1) is not adopted as proposed. 

IV. Technical Amendment to 31 CFR 103.110) 

35 Appropriate conforming amendments are made to §§ I 03 .34(b )( 11) and ( 12) to add a cross-reference to 
the lntemal Revenue Code regarding the rules for determining what constitutes a taxpayer id

1

entification 

number. 

0 
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Section 1 0 3.11 G), which defines the term "deposit account," contains ai obso 1ete 

reference to the definition of "transaction account," which is defined in § lr-11 (hh). 

Under its own authority, Treasury proposed to correct this reference. There were no 

comments on this proposed technical correction. Therefore, it is adopted as pro~osed. 
V. Regulatory Analysis 

A. Regulatory Flexibility Act 

Under the Regulatory Flexibility Act (RF A), an agency must either pre,are a 

Final Regulatory Flexibility Analysis (FRF A) for a final rule or certify that the final rule 

will not have a significant economic impact on a substantial number of small .lt ities. 
36 

See 5 U.S.C. 604 and 605(b). 

Treasury and the Agencies have reviewed the impact of this final rule T small 

banks. Treasury and the Agencies certify that the. final rule will not have a significant 

economic impact on a substantial number of small entities. 

First, Treasury and the Agencies believe that banks already have implemented 

prudential business practices and anti-money laundering programs that includl most of 

the procedures that a CIP must contain under this final rule. Banks generally undertake 

extensive measures to verify the identity of their customers as a matter of gooa business 

practice. In addition, Federally regulated banks already must have anti-monJ laundering 

programs that include procedures for identification, verification, and docum.ltation of 

customer information. 
37 

36 The RF A defines the term "small entity" in 5 U.S.C. 601 by reference to the definitions pUlblished by the 
Small Business Administration (SBA). The SBA has defined a "small entity" for banking p~rposes as a 
bank or savings institution with less than $150 million in assets. See 13 CFR 121.201. The iNCUA defines 
"small credit union" as those under $1 million in assets. Interpretive Ruling and Policy Stat ment No. 87-
2, developing and Reviewing Government Regulations (52 FR 35231, September 18, 1987). 
-7 , See footnote 10. 
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Second, although the final rule contains several requirements that will be new to 

banks we anticipate that the costs of implementing these requirements will not bi 

economically significant. For example, the recordkeeping requirements in the final rule 

may impose some costs on banks to the extent that the information that must be 

maintained is not already collected and retained. 38 Treasury and the Agencies r ieve 

that the compliance burden is minimized for banks, including small banks, because the 

final rule vests a bank with the discretion to design and implement appropriate 

recordkeeping procedures, including allowing banks to maintain electronic records in lieu 

of (or in combination with) paper records. 

The section of the final rule that requires banks to check lists of known and 

suspected terrorists and terrorist organizations and to follow Federal agency dirctives in 

connection with the lists is also a new requirement that will impose nominal burden, once 

Treasury and the Agencies publish lists that banks must consult. However, no luch lists 

have been issued to date. Moreover, banks already must have procedures to saLfy other 

similar requirements. For instance, banks already have to ensure that thOy do jot engage 

in transactions involving designated foreign countries, foreign nationals, and oler 

entities prohibited under 0 FA C rules. See 31 CFR part 5 00. We also undersLnd that 

many banks, including small banks, use electronic search tools to check lists
39 

and 

already use identity verification software, both as part of their customer due di~igence 

obligations under existing BSA compliance program requirements and to deJt fraud. 

"~ .• identification and verification of customers in connection with each share or depL account 

ofened (31 CFR 103.34 ). I 

3 We believe that most banks will use technology rather than manual methods to check lists. OFAC lists 
are generally incorporated into bank software and, in response to bank inquiries, Treasury ana the Agencies 
have made clear that banks are permitted to share the lists they receive pursuant to section 3lf of the Act 
with their service providers. We expect that any lists provided under section 326 of the Act will also be 

provided under the same conditions. 
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The ~otice provisions of the rule also are new. However, they are \ery flexible 

and, as written, should impose only minimal costs. The final rule permits a ban to 

satisfy the notice requirement by choosing from a variety of low-cost measures, such as 

posting a sign in the lobby or on its website, by adding it to an account statement, or 
. I 

using any other form of written or oral notice. In addition, the amount of time t at a bank 

will need to develop its notices will be minimal as the final rule now contains a sample 

notice. 

Treasury and the Agencies believe that the flexibility incorporated into t!he final 

rule will pennit each bank to tailor its C!P to fit its own size and needs. In this legard, 

Treasury and the Agencies believe that expenditures associated with establishijg and 

·implementing a CIP will be commensurate with the size of a bank. If a bank is small, the 

burden to comply with the proposed rule should be de minimis. 

Most commenters on the proposed rule stated that Treasury and the Agencies had 

underestimated the burden imposed by the proposed rule. They high! ighted as1ects of the 

proposal that they maintained would have imposed excessive burdens and wou d have 

required banks to alter their current practices. Most comments focused on the proposed 

provisions requiring banks to verify the identity of signatories on accounts, to Jeep copies 

of documents used to verify a customer's identity, and to retain identity verifiJtion 

records for five years after an account is closed. 

In d'rafting the.final rule, Treasury and the Agencies have either eliminated or 

minimized the most significant burdens identified by commenters. In responJ to 

commenters, for example, the final rule eliminates signatories from the definit1ln of 

"customer," no longer requires a bank to keep copies of documents used to venify a 
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the final rule excludes from the definition of "customer" the following readily

identifiable entities: a finanCial institUtion regulated by a Federal functiolal 

regulator; a bank regulated by a state bank regulator; and govemmentaljgencies 

and instrumentalities and companies that are publicly traded (i.e., entitieJ 

described in § !03.22(d)(2)(ii)-(iv)). The final rule also excludes existin1 

customers of the bank, provided that the bank has a reasonable beliefthl it 

knows the true identity of the person. 42 

Second, recordkeeping burden was further reduced by: 

• eliminating the requirement that a bank keep copies of any document th,t it relied 

upon in order to verify the identity of the customer and substituting a refiuirement 

that a bank's records need only include "a description" of any docume J that it 

relied upon in order to verifY the identity of the customer. The final ru11 also 

clarifies that the records need only include "a description" of the methods and 

results of any measure undertaken to verify the identity of the customer, and of 

the resolution of any substantive discrepancy discovered when verifying the 

identifying information obtained, rather than any documents generated 1 
connection with these measures; and 

• reducing the length of time that records must be kept. The final rule requires that 

I 
identifying information be kept for five years after the date the account is closed 

(or for credit card accounts, five years after the account is closed or beclmes 

donnant). All other records may be kept for five years after the accoun! is 

opened. 

42 The proposed rule stated that the identity of an existing customer would not need to be veri 1ed if the 
bank (1) had previously verified the customer's identity in accordance with procedures consist nt with the 
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Third, disclosure burden was reduced by providing sample language that, if 

appropriate and properly provided, will be deemed adequate notice to a bank's dustomer. 

Disclosure burden also was reduced by clarifying the term "adequate notice." 

Treasury and the Agencies believe that little additional burden is imposetl as a 

result of therecordkeeping requirements outlined in section I 03.121 (b )(3 ), becrse the 

type of recordkeeping required by the final rule is a usual and customary business 

practice. In addition, banks already must keep similar records to comply with .Lsting 

regulations in 31 CFR part I 03 (see,~, 31 CFR I 03.34, requiring certain recdrds for 

each deposit or share account opened). 

Treasury and the Agencies believe that nominal burden is associated wi h the 

disclosure requirement outlined in § I 03.121 (b)( 5). This section contains a salple notice 

. that if appropriate and provided in accordance with the final rule, will be deem~d 

adeqUate notice. In addition, it continues to permit banks to choose among a Jriety of 

low-cost methods of providing adequate notice and to select the least burdensoLe 

method, given the circumstances under which customers seek to open new accLnts. 

Treasury and the Agencies also believe that nominal burden is associatld with the 
. . I 

new recordkeep ing requirement in § I 03. 121 (b)( 6). This section perm its a bar to rely 

on another financial institution to perform some or all its CIP under certain cTditions, 

including the condition that the financial institution enter into a contract with the bank 

providing that it will certify annually to the bank that it (I) has implemented il ant> 

money laundering program and (2) will perform (or its agent will perform) thl specified 

requirements of the bank's CIP. Not all banks will choose to rely on a third p /rty. For 

I 
proposed rule, and (2) continues to have a reasonable belief that it knows the true identity of the customer. 0 

o~-----
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those that do, the minimal burden of retaining the certification described above should 

allow them to reduce net burden under the rule by such reliance. 

Burden Estimates 

Treasury and the Agencies have reconsidered the burden estimates publi hed in 

the proposed rule, given the comments stating that the bur~ens associated with re 

paperwork collections were underestimated. Having done so, and considering the 

reduction in burden taken in this final rule, Treasury and the Agencies have adjlsted their 

estimates of the paperwork burden of this rule. The burden estimates that follot are 

estimates of the incremental burden imposed upon banks by this final rule, recognizing 

that some of the requirements in this rule are a usual and customary practice in !he 

banking industry, or duplicate other regulatory requirements. 

The potential respondents are national banks and Federal branches and agencies 

(OCC financial institutions); state member banks and branches and agenclls ofroreign 

banks (Board financial institutions); insured state nonmember banks (FDIC financial 

institutions); savings associations (OTS financial institutions); Federally insurer credit 

unions (NCUA financial institutions); and certain non-Federally regulated credit unions, 

private banks, and trust companies (FinCEN institutions): 

Estimated number of respondents: 

OCC: 2207. 

Board: 1240. 

FDIC: 5,500. 

OTS: 962. 
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NCUA: 9,688. 

FinCEN: 2,460. 

Estimated average annual recordkeeping burden per respondent: 10 hours. 

Estimated average annual disclosure burden per respondent: 1 hour. l 
Estimated total annual recordkeeping and disclosure burden: 242,627 ho rs. 

T reasucy and the Agencies invite comment on the accuracy of the burden estimLs and 

invite suggestions on how to further reduce these burdens. Comments should bt sent 

(preferably by fax (202-395-6974)) to Desk Officer for the Department of the ~easucy, 

Office of Information and Regulatory Affairs, Office of Management and Budget, 

Paperwork Reduction Project ( 15 06-0026), Washington, DC 205 03 (or by the Iltemet to 

jlackeyj(aJ,omb.eop.gov), with a copy to FinCEN by mail or the Internet at the aLresses 

previously specified. 

Executive Order 12866 

Treasury, the OCC, and OTS have determined that the final rule is not~ 

"significant regulatory action" under Executive Order 12866 for the following !••sons. 

The rule follows closely the requirements of section 326 of the Act. M<ilreover, 

Treasury, the OCC, and OTS believe that national banks and savings associatjns already 

have procedures in place that fulfill most of the requirements of the final rule b~cause the 

procedures are a matter of good business practice. In addition, national banks and 

savings associations already are required to have BSA compliance program; thlt address 

many of the requirements detailed in this final rule. 

At the proposed rule stage, Treasury, the OCC, and OTS invited national banks, 

the thrift industry, and the public to provide any cost estimates and related data that they 
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think would be useful in evaluating the overall costs of the rule. Most of the cost 

estimates provided by commenters related to the requirements in the proposed Jle that 

banks verify the identity of signatories on accounts, keep copies of documents Jed to 

verify a customer's identity, and retain identity verification records for five yeJ after an 

account is closed. As described in the preamble, the final rule eliminates signatlries from 

the definition of"customer," and no longer requires a bank to keep copies of doLments 

used to verifY a customer's identity. The final rule also reduces the universe of lecords 
. . . I 

that must be kept for five years after an account IS closed: Treasury, the ace ar the 

OTS have taken other steps that significantly reduce the scope of tiE rule and th~ burden 

of the rule. These burden-reducing measures are described in the Paperwork R duction 

Act discussion and Regulatory Flexibility Act discussion, above. 43 

List of Subjects 

12 CFR Part 21 

Crime, Currency, National banks, Reporting and recordkeeping requirements, 
Security measures. 

12 CFR Part 208 

Accounting, Agriculture, Banks, banking, Confidential business inform1tion, 
Crime, Currency, Investments, Mortgages, Reporting and recordkeeping requir<tments, 
Securities. 

12 CFR Part 211 

43 For these same reasons, and consistent with section 201 of the Unfunded Mandates Reform tct of 1995 
(Pub. L. 104-4), Treasury, the OTS and the OCC have also determined that this final rule will n:ot result in 
expenditures by 
State, local, and tribal governments in the aggregate, or by the private sector of $100 million or more in any 
one year, and therefore the rule is not subject to the requirements of section 202 of that Act. 
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Exports, Foreign banking, Holding companies, Investments, Reporting and 
recordkeeping requirements. 

12 CFR Part 326 

Banks, banking, Currency, Insured nonmember banks, Reporting and 
recordkeeping requirements, Security measures. 

12 CFR Part 563 

Accounting, Advertising, Crime, Currency, Investments, Reporting and 
Recordkeeping requirements, Savings associations, Securities, Surety bonds. 

12 CFR Part 748 

Credit unions, Crime, and Security measures. 

31 CFR Part 103 

Administrative practice and procedure, Authority delegations (Government 
agencies), Banks, banking, Brokers, Currency, Foreign banking, Foreign currerlcies, 
Gambling, Investigations, Law enforcement, Penalties, Reporting and recordkebping 
requirements, 
Securities. 

Department oft he Treasury 

31 CFR Chapter I 

Authority and Issuance 

For the reasons set forth in the preamble, part 103 of title 31 of the Code of 
Federal Regulations is amended as follows: 

PART 103-FINANCIAL RECORDKEEPING AND REPORTING OF 

CURRENCY AND FOREIGN TRANSACTIONS 

1. The authority citation for part 103 is revised to read as follows: 

Authority: 12 U.S.C. 1829b and 1951 1959; 31 U.S.C. 5311-5314 and 5316-
5332; title III, sees. 312,313,314,319,326,352, Pub L. 107-56, 115 Stat. 3071. 

§ 103.11 [Amended] 
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2. Section 103.11 U) is amended by removing "paragraph ( q)" and add in· 

"paragraph (hh)" in its place. 

§ 103.34 [Amended} 

3. Section 103.34 is amended as follows: 

a. By amending the first sentence of paragraph (a)(l) to add the words "and 

before October 1, 2003" after the words "May 31, 1978" and after the words "J ne 30, 

1972"; 

b. By amending paragraph (b)(!!) to add the words "as determined un,er section 

6109 of the Internal Revenue Code of 19 86" after the words "taxpayer iderfication 

number;" and I 

c. By amending paragraph (b)(12) to add the words "as determined under section 

6109 of the Internal Revenue Code of 19 86" after the words "taxpayer identifiJtion 

number." 

2. Subpart I of part 103 is amended by adding new §103.121 to read as follows: 

§ 103.121 Customer Identification Programs for banks, savings associatioJ, credit 

unions, and certain non-Federally regulated banks. 

(a) Definitions. For purposes of this section: 

(l)(i)Account means a formal banking relationship established to provi'e or 

. . d I' h fi . I . . I d' d . I engage m services, ea mgs, or ot er manc1a transactions me u mg a epos1t account, a 

transaction or asset account, a credit account, or other extension of credit. Acclnt also 

includes a relationship established to provide a safety deposit box or other safJeeping 

services, or cash management, custodian, and trust services. 

(ii) Account does not include: 
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(A) A product or service where a fonnal banking relationship is not estal:Hished 

with a person, such as check-cashing, wire transfer, or sale of a check or money ~~order; 
(B) An account that the bank acquires through an acquisition, merger, pu chase of 

assets, or assumption of liabilities; or 

(C) An account opened for the purpose of participating in an employee benefit 

plan established under the Employee Retirement Income Security Act of 1974. 

(2) Bank means: 

(i) A bank, as that tenn is defined in § 103.11 (c), that is subject to regulation by a 

Federal functional regulator; and 

(ii) A credit union, private bank, and trust company, as set forth in § 103.11 (c), 

that does not have a Federal functional regulator. 

(3) (i) Customer means: 

(A) A person that opens a new account; and 

(B) An individual who opens a new account for: 

Q) An individual who lacks egal capacity, such as a minor; or 

Q) An entity that is not a legal person, such as a civic club. 

(ii) Customer does not include: 

(A) A financial institution regulated by a Federal functional regulator on a bank 

regulated by a state bank regulator; 

(B) A person described in§ 103.22(d)(2)(ii)-(iv); or 

(C) A person that has an existing account with the bank, provided that t e bank 

has a reasonable belief that it knows the true identity of the person. 

( 4) Federal functional regulator is defined at § 103 .120( a)(2). 
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(5) Financial institution is defined at 31 U.S.C. 5312(a)(2) and ( c )(1 ). 

(6) Taxpayer identification number is defined by section 6109 of the Internal 

I 
Revenue Code of 1986 (26 U.S.C. 61 09) and the Internal Revenue Service regulations 

• J • h • ft:> rr • J . b J "d "fi .I tmp ementmg t at sectiOn ~. socta secunty num er or emp oyer 1 entt tcatwn 

number). 

(7) US. person means: 

(i) A United States citizen; or 

(ii) A person other than an individual (such as a corporation, partnershi_R, or trust), 

that is established or organized under the laws of a State or the United States. 

(8) Non~ US. person means a person that is not a US. person. 

(b) Customer Identification Program: minimum requirements. 

(1) In generaL A bank must implement a written Customer Identificaticm 

Program (CIP) appropriate for its size and type of business that, at a minimum, includes 

each of the requirements of paragraphs (b )(1) through ( 5) of this section. If a rank is 

required to have an ant~ money laundering compliance program under the regulations 

implementing 31 U.S. C. 5318(h), 12 U.S. C. 1818(s), or 12 U.S.C. 1786(q)(l ), lhen the 

CIP must be a part of the anti- money laundering com pi iance program. Until .Jch time as 

credit unions, private banks, and trust companies without a Federal functional jegulator 

are subject to such a program, their CIPs must be approved by their boards of ,irectors. 

(2) Identity verification procedures. The CIP must include risk-based I 

procedures for verifying the identity of each customer to the extent reasonable and 
. I 

practicable. The procedures must enable the bank to form a reasonable belief T"t it 

knows the true identity of each customer. These procedures must be based on the bank's 
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assessment of the relevant risks, including those presented by the various types f 

accounts maintained by the bank, the various methods of opening accounts proJded by 

the bank, the various types of identifying information available, and the bank's I ize, 

described in this paragraph (b )(2). . 

(i) Customer information required. (A) In general. The CIP must contai · 

procedures for opening an account that specify the identifying infonnation that rill be. 

obtained from each customer. Except as permitted by paragraphs (b)(2)(i)(B) and (C) of 

this section, the bank must obtain, at a minimum, the following infonnation froL the 

customer prior to opening an account: 

Q) Name; 

(l) Date of birth, for an individual; 

Q) Address, which shall be: 

. (j) For an individual, a residential or business street address; 

(ill For an individual who does not have a residential or business street ddress, 

an Anny Post Office (APO) or Fleet Post Office (FPO) box number, or the resi~ential or 

business street address of next of kin or of another contact individual; or 

(iii) For a person other than an individual (such as a corporation, partnership, or 

trust), a principal place of business, local office, or other physical location; and 

(1) Identification number, which shall be: 

(j) For a U.S. person, a taxpayer identification number; or 

(ii) For a non-U.S. person, one or more of the following: a taxpayer identification 

number; passport number and country of issuance; alien identification card nulber; or 
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number and country of issuance of any other government- issued document evidencing 

nationality or residence and bearing a photograph or similar safeguard. 

Note to paragraph (b)(2)(i)(A)(1)(ii): When opening an account for a 
foreign business or enterprise that does not have an identification numbek the 
bank must request alternative government- issued documentation certifyihg the 
existence of the business or enterprise. 

(B) Exception for persons applying for a taxpayer identification number. Instead 

f b . . 'd 'fi . b f . . lh o o tammg a taxpayer 1 entt tcatJOn num er rom a customer pnor to openmg t e 

account, the CIP may include procedures for opening an account for a customer that has 

applied for, but has not received, a taxpayer identification number. In this case, the CIP 

must include procedures to confirm that the application was filed before the customer 

opens the account and to obtain the taxpayer identification number within a reJonable 

period of time after the account is opened. l 
(C) Credit card accounts. In connection with a customer who opens a ·red it card 

account, a bank may obtain the identifying information about a customer requirld under 

paragraph (b)(2)(i)(A) by acquiring it from a third-party source prior to extendilg credit 

to the customer. l 
(ii) Customer verification The CIP must contain procedures for verifyi g the 

·d · r h . · · " · b · d · d · h I h 1 enttty o t e customer, usmg m ormatiOn o tame m accor ance wtt paragrjp 

(b)(2)(i) of this section, within a reasonable time after the account isopened.,he 

procedures must describe when the bank will use documents, non-documentary methods, 

or a combination of both methods as described in this paragraph (b )(2)(ii). 

(A) Verification through documents. For a bank relying on documents, the CIP 

must contain procedures that set forth the documents that the bank will use. T ese 

documents may include: 
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Q) For an individual, unexpired government-issued identification evidencing 

nationality or residence and bearing a photograph or similar safeguard, such as l driver's 

license or passport; and 

· (1) For a person other than an individual (such as a corporation, partnership, or 

trust), documents showing the existence of the entity, such as certified articles J 
incorporation, a government- issued business license, a partnership agreement, J trust 

instrument. 

(B) Verification through non-documentary methods. For a bank relying on non-

documentary methods, the CIP must contain procedures that describe the non-

documentary methods the bank will use. 

Q) These methods may include contacting a customer; independently vrfying 

the customer's identity through the comparison of infonnation provided by the rustomer 

with infonnation obtained from a consumer reporting agency, public database, r other 

source; checking references with other financial institutions; and obtaining a financial 

statement. 

Q) The bank's non-documentary procedures must address situations wjere an 

individual is unable to present an unexpired government-issued identification Tcument 

that bears a photograph or similar safeguard; the bank is not familiar with the documents 

presented; the account is opened without obtaining documents; the customer o1ens the 

account without appearing in person at the bank; and where the bank is otherwise . 

presented with circumstances that increase the risk that the bank will be unablj to verify 

the true identity of a customer through documents. 
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(C) Additional verification for certain customers. The CIP must address 

situations where, based on the bank's risk assessment of a new account opened o;y a 
I 

customer that is not an individual, the bank will obtain information about individuals with 
. . I 

authority or control over such account, including signatories, in order to verify the 

customer's identity. This verification method applies only when the bank cannJ verify 

(b )(2)(ii)(A) and (B) of this section. . 

(iii) Lack of verification The CIP must include procedures for respondrg to 

circumstances in which the bank cannot form a reasonable belief that it knows the true 

identity of a customer. These procedures should describe: 

(A) When the bank should not open an account; 

(B) The terms under which a customer may use an account while the bank 

attempts to verify the customer's identity; 

(C) When the bank smuld close an account, after attempts to verify a customer's 

identity have failed; and 

(D) When the bank should file a Suspicious Activity Report in accordance with 

applicable law and regulation. 

(3) Recordkeeping. The CIP must include procedures for making and maintaining 

a record of all infonnation obtai ned under the procedures implementing paragjph (b) of 

this section. 

(i) Required records. At a minimum, the record must include: 

(A) All identifying information about a customer obtained under para0 aph 

(b )(2)(i) of this section; 
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(B) A description of any document that was relied on under paragraph 

(b )(2)(ii)(A) of this section noting the type of document, any identification number 

contained in the document, the place of issuance and, if any, the date of issuanj and 

expiration date; 

(C) A description of the methods and the results of any measures undertaken to 

verify the identity of the customer under paragraph (b )(2 )(i i)(B) or (C) of this sLion; 

and 

(D) A description of the resolution of any substantive discrepancy discoNered 

when verifying the identifying information obtained. 

(ii) Retention of records. The bank must retain the information in paragraph 
. I 

(b )(3)(i)(A) of this section for five years after the date the account is closed or, in the case 

of credit card accounts, five years after the account.is clos~d or becomes dormlt. The 

bank must retain the infomiation in paragraphs (b)(3)(i)(B), (C), and (D) ofthiJ section 

for five years after the record is made. 

( 4) Comparison with government lists. The CIP must include procedures for 

determining whether the customer appears on any list of known or suspected ttorists or 

terrorist organizations issued by any Federal government agency and designatetl as such 

by Treasury in consultation with the Federal functional regulators. The procelres must 

require the bank to make such a determination within a reasonable period of tit after 

the account is opened, or earlier, if required by another Federal law or regulatit or 

Federal directive issued in connection with the applicable list. The procedures must also 

require the bank to follow all Federal directives issued in connection with sue lists. 

84 

623 



0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 0 

(5)(i) Customer notice. The CIP must include procedures for providing !Dank 

customers with adequate notice that the bank is requesting information to verify their 

identities. 

(ii) Adequate notice. Notice is adequate if the bank generally describes the 

·d ·fi · . · r h. · d ·d h · · I bl 1 entJ Jcatlon requirements o t IS section an prov1 es t e not1ce m a manner reasona y 

designed to ensure that a customer is able to view the notice, or is otherwise giv~n notice, 

before opening an account. For example, depending upon the manner in which re 

account is opened, a bank may post a notice in the lobby or on its website, include the 

· · 1· · h &: f · 1 · I notice on 1ts account app Jcatwns, or use any ot er 10rm o wntten or ora notice. 

(iii) Sample notice. If appropriate, a bank may use the following samplllanguage 

to provide notice to its customers: 

IMPORTANT INFORMATION ABOUT PROCEDURES FOR OPENING A 
NEW ACCOUNT 

To help the government fight the funding of terrorism and money laundering 
activities, Federal law requires all financial institutions to obtain, verifyj and 
record information that identifies each person who opens an account. 

What this means for you: When you open an account, we will ask for )jOUr name, 
address, date of birth, and other information that will allow us to identif!y you. 
_We may also ask to see your driver's license or other identifying docurrlents. 

(6) Reliance on another financial institution. The CIP may include proredures 

specifying when a bank will rely on the perfonnance by another financial instirion 

(inc! uding an affiliate) of any procedures of the bank's CIP, with respect to an~ customer 

of the bank that is opening, or Ins opened, an account or has established a similar formal 

banking or business relationship with the other financial institution to provide L engage 

in services, dealings, or other financial transactions, provided that: 

(i) Such reliance is reasonable under the circumstances; 
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(ii) The other financial institution is subject to a rule implementing 31 U.S.C. 

5318(h) and is regulated by a Federal functional regulator; and 

(iii) The other financial institution enters into a contract requiring it to certify 

annually to the bank that it has implemented its ant> money laundering programl and that 

it will perfonn (or its agent will perfonn) the specified requirements of the banJ s C [P. 

(c) Exemptions. The appropriate Federal functional regulator, with the 

concurrence of the Secretary, may, by order or regulation, exempt any bank or cype of 

account from the requirements of this section. The Federal functional regulatorland the 

Secretary shall consider whether the exemption is consistent with the purposes lfthe 

Bank Secrecy Act and with safe and sound banking, and may consider other aplropriate 

factors. The Secretary will make these detenninations for any bank or type of Lcount 

that is not subject to the authority of a Federal functional regulator. 

(d) Other requirements unaffected. Nothing in this section relieves a bank of its 

obligation to comply with any other provision in this part, including provision I 
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any account or transaction. 

Dated: ---------------------------

James F. Sloan, 
Director, Financial Crimes Enforcement Network. 
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Dated: --~---------

In concurrence: 

John D . .._.._ .. ,, ........ 
Comptroller of the Currency. 
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[THIS SIGNATURE PAGE PERTAINS TO THE FINAL RULE TITLED, 

"CUSTOMER IDENTIFICATION PROGRAMS FOR BANKS, SAVINGS 

ASSOCIATIONS, AND CREDIT UNIONS."] 

In concurrence: 

By order of the Board of Governors of the Federal Reserve System, 

----------' 2003. 

Jennifer J. Johnson, 
Secretary of the Board. 
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[THIS SIGNATURE PAGE PERTAINS TO THE FINAL RULE TITLED, 

"CUSTOMER IDENTIFICATION PROGRAMS FOR BANKS, SAVINGS 

ASSOCIATIONS, AND CREDIT UNIONS."] 

In concurrence: 

By order of the Board of Directors of the Federal Deposit Insurance Corporation 
this day 

Valerie J. Best, 
Assistant Executive Secretary. 
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[THIS SIGNATURE PAGE PERTAINS TO THE FINAL RULE TITLED, 

"CUSTOMER IDENTIFICATION PROGRAMS FOR BANKS, SAVINGS 

ASSOCIATIONS, AND CREDIT UNIONS."] 

Dated: ---------------------

In concurrence: 

James E. Gilleran, 
Director, Office of Thrift Supervision. 
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Office of the Comptroller of the Currency 

12 CFR Chapter I 

Authority and Issuance 

For the reasons set out in the preamble, the OCC amends chapter I of title 12 of 

the Code ofF ederal Regulations as set forth below: 

PART 21- MINIMUM SECURITY DEVICES AND PROCEDURES, REP~RTS 

OF SUSPICIOUS ACTIVITIES, AND BANK SECRECY ACT COMPLIANCE 

PROGRAM 

SUBPART C-PROCEDURES FOR MONITORING BANK SECRECY ACT 

COMPLIANCE 

1. The authority citation for part 21, subpart C, continues to read as follows: 

Authority: 12 U.S.C. 93a, 1818, 1881-1884 and 3401-3422; 31 U.S.C. 5318. 

2. In § 21.21: 

A Revise the section heading; and 

B. Revise§ 21.2l(b) to read as follows: 
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§ 21.21 Procedures for monitoring Bank Secrecy Act (BSA) compliance. 

* * * * * 
(b) Establishment of a BSA compliance program (l) Program requirement. Each 

bank shall develop and provide for the continued administration of a program Jasonably 

designed to assure and monitor compliance with the recordkeeping and reportin~ 
requirements set forth in subchapter II of chapter 53 of title 31, United States cLe and 

the implementing regulations 
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issued by the Department of the Treasury at 31 CFR part 103. The compliance JProgram 

must be written, approved by the bank's board of directors, and reflected in the linutes 

. of the bank. 

(2) Customer identification program. Each bank is subject to the requirerents of 

31 U.S.C. 5318(1) and the implementing regulation jointly promulgated by the OCC and 

the Department of the Treasury at 31 CFR 1 03.121, which require a customer 

identification program to be implemented as part of the BSA compliance program 

required under this section. 

* * * * * 

Dated: 

John D. Hawke, Jr., 
Comptroller of the Currency. 
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Federal Reserve System 

12 CFR Chapter II 

Authority and Issuance 

For the reasons set out in the preamble, the Board of Governors of the Federal 

Reserve System amends 12 CFR Chapter II as follows: 

PART 208-MEMBERSHIP OF STATE BANKING INSTITUTIONS IN 'FHE 

FEDERAL RESERVE SYSTEM (REGULATION H) 

1. The authority citation for part 208 continues to read as follows: 

Authority: 12 U.S.C. 24, 24a, 36, 92a, 93a, 248(a), 248(c), 321-338a, 37ld, 461, 

481-486, 601, 611, 1814, 1816, 1818, 1820(d)(9), 18230), 1828(o), 1831, 18311, 183lp-

1, 1831r-1, 183lw, 1831x, 1835a, 1843(1), 1882,2901-2907,3105,3310,3331-3351, and 

3906-3909; 15 U.S.C. 78b, 78l(b), 78l(g), 78l(i), 78o-4(c)(5), 78q, 78q-1, and 78w; 31 

U.S.C. 5318; 42 U.S.C. 40 12a, 41 04a, 41 04b, 4106, and 4128. 

2. Revise § 208.63(b) to read as follows: 

§ 208.63 Procedures for monitoring Bank Secrecy Act compliance. 

* * * * * 

(b) Establishment of BSA compliance program. 

bank shall develop and provide for the continued administration of a program reasonably 

designed to ensure and monitor compliance with the recordkeeping and reportin~ 
requirements set forth in subchapter II of chapter 53 of title 31, United States Ctde, the 

Bank Secrecy Act, and the implementing regulations promulgated thereunder by the 

Department of the Treasury at 31 CFR part 103. The compliance program shall be 

reduced to writing, approved by the board of directors, and noted in the minutes. 
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(2) Customer identification program. Each bank is subject to the requir~ments of 

31 U.S.C. 5318(1) and the implementing regulation jointly promulgated by the Board and 

the Department of the Treasury at 31 CFR 103.121, which require a customer 

identification program to be implemented as part of the BSA compliance program 

required under this section. 

* * * * * 

PART 211-INTERNATIONAL BANKING OPERATIONS (REGULATION K) 

1. The authority citation for part 211 is revised to read as follows: J 
Authority: 12 U.S.C. 221 ~seq., 1818, 1835a, 1841 ~seq., 3101 ~ se ., and 

3901 et~; 15 U.S.C. 6801 and 6805; 31 U.S.C. 5318. 

2. In§ 211.5, add new paragraph (m) to read as follows: 

§ 211.5 Edge and agreement corporations. 

* * * * * 

(m) Procedures for monitoring Bank Secrecy Act compliance.· 

(1) [Reserved] 

(2) Customer identification program. Each Edge or agreement corpora~ion is 

subject to the requirements of 31 U.S.C. 5318(1) and the implementing reguhitilnjointly 
. I 

promulgated by the Board and the Department of the Treasury at 31 CFR 103 .1!21, which 

require a customer identification program. 

3. In § 211.24, add new paragraph U) to read as follows: 
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§ 211.24 Approval of offices of foreign banks; procedures for applications; 

standards for approval; representative office activities and standards for a proval; 

preservation of existing authority. 

* * * * * 

G) Procedures for monitoring Bank Secrecy Act compliance. 

(1) [Reserved] 

(2) Customer identification program. Except for a federal branch or a federal 

agency or a state branch that is insured by the FDIC, a branch, agency, or reprelentative 

office of a foreign bank operating in the United States is subject to the requiremlnts of 31 

U.S.C. 5318(1) and the implementing regUlation jointly promulgated by the BJrd and the 

. I 
Department of the Treasury at 31 CFR 103.121, which require a customer identification 

program. 

By order of the Board of Governors of the Federal Reserve System, Ap il _, 

2003. 

Jennifer J. Johnson, 
Secretary of the Board. 
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Federal Deposit Insurance Corporation 

12 CFR Chapter III 

For the reasons set out in the preamble, the FDIC amends title 12, chapter III on:he Code 

of Federal Regulations, as set forth below: 

PART 326- Minimum Security Devices and Procedures and Bank Secrecy Act 
Compliance 

1. The authority citation for part 326 is revised to read as follows: 

Authority: 12 U.S.C. 1813, 1815, 1817, 1818, 1819 (Tenth), 1881-1883; 31 U.S.C. 5311-
5314 and 5316-5332.2. 

2. Revise § 326.8(b) to read as follows: 

§ 326.8 Bank Secrecy Act compliance. 

* * * * * 
(b) Compliance procedures. (1) Program requirement. Each bank shall develop 

and provide for the continued administration of a program reasonably designed to assure 

d . . I' . h dk . d · · ~ 1. an momtor comp tance w1t recor eepmg an reportmg reqmrements set 10rtn m 

subchapter II of chapter 53 of title 31, United Stales Code and .the imp lementin I 

regulations issued by the Department of the Treasury at 31 CFR part 103. The 

compliance program shall be written, approved by the bank's board of directors and 

noted in the minutes. 
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(2) Customer identification program Each bank is subject to the requirements of 31 

U.S.C. 5318(1) and the implementing regulation jointly promulgated by the FDICC and the 
. I 

Department of the Treasury at 31 CFR 103.121, which require a customer identification 

program to be implemented as part of the Bank Secrecy Act compliance progr.J 

required under this section. 

* * * * * 
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By order of the Board of Directors of the Federal Deposit Insurance Corporation 

this_ day of April 2003. 

Valerie J. Best, 
Assistant Executive Secretary. 
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Office of Thrift Supervision 

12 CFR Chapter V 

For the reasons set out in tre preamble, OTS amends title 12, chapter V oftheCode of 

Federal Regulations, as set forth below: 

PART 563- SAVINGS ASSOCIATIONS- OPERATIONS 

1. The authority citation for part 563 is revised to read as follows: 

Authority: 12 U.S.C. 375b, 1462, 1462a, 1463, 1464, 1467a, 1468, 1817, 

1820, 1828, 183lo, 3806; 31 U.S.C. 5318; 42 U.S.C. 4106. 

2. In§ 563.177: 

A. Revise the section heading; and 

B. Revise paragraph (b) to read as follows: 

§ 563.177 Procedures for monitoring Bank Secrecy Act (BSA) compliance. 

* * * * * 
(b) Establishment of a BSA compliance program (1) Program requirement. 

Each savings association shall develop and provide for the continued administltion of a 

program reasonably designed to assure and monitor compliance with the recordlkeeping 

and reporting requirements set forth in subchapter II of chapter 53 of tit \e 31, Jn ited 

States Code and the implementing regulations issued by the Department of the Treasury 

at 31 CFR part 103. The compliance program must be written, approved by thie savings 

association's board of directors, and reflected in the minutes of the savings assLation. 
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(2) Customer identification program. Each savings association is subjec~ to the 

requirements of31 U.S. C. 53 18(1) and the implementing regulation jointly pro~ulgated 
by the OTS and the Department of the Treasury at 31 CFR 103.121, which require a 

customer identification program to be implemented as part of the BSA compljce 

program required under this section. 

* * * * * 

Dated: ______ _ 

James E. Gilleran, 
Director, Office of Thrift Supervision. 



0 0 

National Credit Union Administration 

12 CFR Chapter VII 

For the reasons set out in the preamble, NCUA amends title 12, chapter VII of the Code 

of Federal Regulations, as set fOrth below: 

PART 748- SECURITY PROGRAM, REPORT OF CRIME AND 

CATASTROPHIC ACT AND BANK SECRECY ACT COMPLIANCE 

1. The authority citation for part 748 is revised to read as follows: 

Authority: 12 U.S.C. 1766(a), 1786(q); 15 U.S.C. 6801 and 6805(b); 31 U.S.C. 5311 and 

5318. 

2. In § 748.2: 

A. Revise the section heading; and 

B. Revise paragraph (b) to read as follows: 

§ 748.2 Procedures for monitoring Bank SecrecyAct (BSA) compliance. 

* * * * 
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(b) Establishment of a BSA compliance program (1) Program requirement. 

Each federally- insured credit union shall develop and provide for the continued 

administration of a program reasonably designed to assure and monitor compliare with 

the recordkeeping and recording requirements set forth in subchapter II of chapr 53 of 

title 31, United States Code and the implementing regulations issued by the Derment 

of the Treasury at 31 CFR Part 103. The compliance program must be written, approved 

by the credit union's board of directors, and reflected in the minutes of the credJ union. 

105 
0 
-0------ ··------------+-----·-····----···----------·--

643 



0 
!0 

i ' 

:o 

0 
:o 
I 

!0 

lo 
I 

0 
0 
I 

I 

.Q 0 

(2) Customer identification program. Each federally- insured credit union is 

subject to the requirements of 31 U.S. C. 5 318(1) and the implementing regulatJ jointly 

promulgated by the NCUA and the Department of the Treasury at 31 CFR 103.Ibl, 

which require a customer identification program to be implemented as part of thj BSA 

compliance program required under this section. 

* * * * 

Dated: April_, 2003. 

Becky Baker, 
Secretary of the Board, National Credit Union Administration. 




