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Loan	Quality
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CU	Mortgage	Lending	Issues
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Issues NCUA is finding at some credit union examinations:
 Credit unions are investing in or originating loans outside 

their:
 Expertise
 Geography 

 Lack of understanding of laws
 Are unaware of economic factors at work in an area

 Credit unions are growing without a plan
 Growth is not part of a strategic plan
 Too much growth too fast



CU	Mortgage	Lending	Issues	(continued)
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 Policies and procedures are inadequate or 
nonexistent for new loan programs

 Staff expertise is inadequate for new programs
 Lack of training on new programs
 Over‐reliance on outside (i.e., CUSO) expertise

 Lack of third party due diligence
 Mortgage service providers
 Inadequate contracts
 Lack of monitoring by credit unions



CU	Mortgage	Lending	Issues	(continued)
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 Growth through mergers
 Lack of adequate due diligence and planning
 Lack of knowledge about the merged credit union
 Lack of knowledge about the new market



CU	Board	and	Management
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 Effective Board and Management Oversight 
can mitigate some of the issues
 Effective change management process
 Risk management associated with products, 
services, and activities
 Self‐identification efforts and corrective actions



CU	Board	and	Management
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 Adequate oversight and resources
 Comprehensive and current policies and 
procedures
 Training for all relevant employees
 Monitoring and audit programs
 Effective complaint resolution and review
 Comprehensive and ongoing oversight of third 
parties



CU	Board	and	Management
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 Merger and New Product Strategic Planning
 Due diligence in advance of mergers or product 
changes
 Consider the life cycle of new product
 Review the change or merger after 
implementation or consummation to determine 
whether actions taken achieved planned results



Fair	Lending
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 NCUA’s Fair Lending Program is conducted from the 
Office of Consumer Financial Protection in the NCUA’s 
Central Office

 Each year, NCUA conducts approximately
– 25 risk‐focused fair lending examinations
– 50 offsite fair lending supervision contacts

 NCUA examines FCUs using the FFIEC’s Interagency 
Fair Lending Examination Procedures



Fair	Lending
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 Fair Lending Examinations and Supervision Contacts are 
selected by various means:
 Recommendations from Regional Offices
 HMDA data and trends
 Member complaints
 Reported regulatory violations
 Other factors

 FCUs selected for fair lending examinations exhibit higher 
fair lending risk than those selected for a supervision 
contact.



Fair	Lending
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Fair Lending Examination Focal Points by Origin

2016 2017

Regional Recommendation 12 13

HMDA Denial Disparity 4 6

HMDA Pricing Disparity 1 0

HMDA Data Integrity 2 8

Follow‐On Exam 5 1



Fair	Lending
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 Fair Lending Examinations and Supervision Contacts 
regularly identify violations and deficiencies 

 Primary examples:
 Systemic HMDA reporting errors
 Adverse Action Notice violations
 Policies that could result in illegal disparate impact
 Advertising violations
 Government monitoring information violations
 Servicemember Civil Relief Act violations
 Compliance Management System weaknesses



Fair	Lending
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 When NCUA has reason to believe that a credit union has engaged 
in a pattern or practice of lending discrimination in violation of 
the Equal Credit Opportunity Act, it must refer the matter to the 
U.S. Department of Justice

 DOJ review may result in:
 Additional investigation

 Public Civil Enforcement Action
 Settlement

 DOJ return the matter to NCUA for administrative enforcement
 NCUA staff ensure the credit union takes all appropriate corrective action(s)



HMDA
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 OCFP monitors annual HMDA data to identify 
any credit unions that:
 Filed their HMDA data after the March 1st
deadline, or
 Failed to collect and file required HMDA data



2018	HMDA	Reviews
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 There are significant changes to HMDA:
 CFPB assumed operations for HMDA processing 
for data reported in 2018
 New and modified data points



2018	HMDA	Reviews
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 NCUA started reviewing HMDA data for all 
reporters at all 2018 examinations after May 1, 
2018

 Reviews were to examine year‐to‐date data for 
2018 to be reported in 2019

 Recent revisions to HMDA changed the 
mortgage loan threshold for HMDA reporters for 
the new HMDA data fields



2018	HMDA	Reviews
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 The change to reporters for the new data fields 
only (500+ closed‐end mortgage loans or 500+ 
open‐end lines of credit)

 Examiners evaluate federal credit union efforts 
to comply with the new HMDA requirements

 Feedback provided to enhance a credit union’s 
compliance efforts



Reference
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Consumer Compliance Regulatory Resources
Includes:
• Dodd‐Frank Act Mortgage Lending Resources
• Flood Insurance Resources
• Fair Lending Compliance Resources
• Much more…..



Office	Contact	Page
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Feel free to contact our office with questions or 
comments.
Office of Consumer Financial Protection 
Division of Consumer Compliance Policy and Outreach
OCFPCCPOMail@NCUA.gov
Office Phone: 703‐518‐1140


