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November 1 is the deadline for complying with Section 114 of FACTA (Fair and Accurate 
Credit Transactions Act of 2003), also known as the “Red Flag” rules. If that fact has you 
ready to wave the white fl ag, Harland Clarke can help. Delivering Value recently asked 
Buddy Allen, senior product specialist in marketing with Harland Clarke, 
some questions about the Red Flag rules. (Buddy is not a lawyer and his 
comments below are not legal advice.)

DV: What are the Red Flag rules? What are the 
requirements?

BA: In October 2007, federal fi nancial 
institution regulatory agencies 
and the Federal Trade Commission 
issued rules that require fi nancial 
institutions and creditors to develop 
and implement an identity theft prevention 
program. According to regulators, “the program 
must include reasonable policies and procedures 
for detecting, preventing and mitigating identity theft  
and enable a fi nancial institution or creditor to: identify 
relevant patterns, practices and specifi c forms of activity that 
are ‘red fl ags’ signaling possible identity theft and incorporate 
those red fl ags into the program; detect red fl ags that have been 
incorporated into the program; respond appropriately to any red fl ags 
that are detected to prevent and mitigate identity theft; and, ensure the 
program is updated periodically to refl ect changes in risks from identity theft.”1

DV: Who must comply?

BA: The rules state that “fi nancial institutions and creditors that offer or maintain ‘covered 
accounts’ must develop and implement a written program. A covered account is 
(1) an account primarily for personal, family or household purposes, that involves or 
is designed to permit multiple payments or transactions, or (2) any other account for 
which there is a reasonable foreseeable risk to customers or the safety and soundness of 
the fi nancial institution or creditor from identity theft.”2
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1 FDIC joint press release: “Agencies Issue Final Rules on Identity Theft Red Flags and Notices of Address Discrepancy” 31 Oct. 2007
2 http://www.ftc.gov/os/fedreg/2007/november/071109redfl ags.pdf. The Guidelines provide 26 examples of red fl ags.

The information provided about FACTA and Red Flag rules is not legal advice. If legal advice is 
required, the services of a legal professional should be sought.
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