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CONSUMER COMPLIANCE OUTLOOK - FED’S TOP
FOUR FAIR LENDING FINDINGS

For those of you unaware, the
Federal Reserve publishes a
quarterly Consumer Compliance
Outlook that is FREE and full of
useful information. The Fourth Issue
2024 is full of great thoughts, and
one is their common fair lending
matters requiring attention (MRAS).

To sign up to receive the Outlook
newsletter either by mail or
electronically and to find the Q4 issue
we reference below, click HERE.

On page 14 of this issue, they list their
top four fair lending write ups for
state member banks since 2022.

Matter #1 — Failing to conduct fair
lending risk assessments

Matter #2 — Failing to conduct fair
lending training

Matter #3 — Failing to gross
up nontaxable income when
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underwriting is based on gross
income

Matter #4 — Risk monitoring and
management information system
(exception monitoring)

These all seem like basic level

fair lending issues, and they are,
but they are finding them again
and again. Our fair lending school
covers them all, but we wanted to
provide you with one right here.
Tory filmed a Fair Lending Training
for Board Members video and
posted it free on YouTube last year.
This is great for Board members,
but it's great for management and
lenders too. Check it out HERE.

It is 30 minutes long, but there is a
lot to unpack. Someone one asked
him to do a 5-minute video. You can'’t
teach fair lending in 5 minutes. We
apologize for the ads in the video.
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0CC BULLETIN

— UPDATE

0GC CONTACT
INFORRATION FOR
CERTAIN NOTICES
AND POSTERS

If you are an OCC bank,
check out their latest
bulletin on possible
contact information
updates. There are several
updates on here for areas
such as the Community
Reinvestment Act, Equal
Credit Opportunity Act, and
Fair Housing Posters.

You can find the updates
on the link HERE. Read
through it, find your region
and particular contact
information, and make sure
your notices are updated.
You have 90 days from the
publishing date, which was
April 8, 2025.
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https://www.occ.gov/news-issuances/bulletins/2025/bulletin-2025-6.html
https://www.consumercomplianceoutlook.org/
https://www.youtube.com/watch?v=LEf3YSjKTnY

Fair Lending and
Redlining Podcast —
Spotting Bias in The

Loan Lifecycle

Last summer, Tory was
on a podcast put on by
the National Mortgage
Professionals. Katie
Jensen hosts the Gated
Communities podcast that
centers around redlining,
lending discrimination,
and helping under-
resourced borrowers
obtain financing.

Tory and Katie discussed
the full loan lifecycle of
risks, focused on redlining,
and covered so much
more on fair lending. The
podcast is an hour long,
and you can find it HERE.

For those of you that are
FLEs, you can listen to the
podcast and submit it for
1.5 hours of continuing
education credit towards
your FLE certification.
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Findings from our Consulting Work

From time to time, we like to add in common issues we find in our consulting
work. This month, we want to talk about flood insurance, and the topic is
force placed insurance.

When you have to force place flood insurance, you are allowed to add

the premium of the force placed policy onto the loan amount. However,
sometimes curing the violation (force placing flood insurance) creates a new
violation at the same time. It happens when your loan amount is the lesser of
your three values.

Flood Insurance 101 tells us that there are three amounts you need to consider
when determining the minimum amount of flood insurance to require.

1. Loan Amount
2. Replacement Cost Value of the building
3. Maximum amount of insurance available under the NFIP

Number 1is what gets us in trouble when that is the number you are using.
Let’s say you need to force place insurance for $200,000 on a building
because that is the loan amount and that is the lesser of your three options.
So, you get $200,000 of insurance. Then you take that $4,000 policy amount
and add it to your loan amount. That ups your loan amount to $204,000 with
only $200,000 of insurance in place. You cured a violation and caused a new
one at the same time because you are again underinsured.

To correct this, you need to get enough insurance to account for both the
current loan amount AND the insurance premium you are about to add to it.
Take your time, find out the amounts, and make sure you increase the flood
insurance amount enough to account for the added premium or you need to
start force placing all over again.
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https://nationalmortgageprofessional.com/podcasts/gated-communities/spotting-bias-loan-cycle

SERVICEMEMBERS CIVIL RELIEF ACT NOTICE

The new SCRA notice that you are required to provide to delinquent homeowners is finally
available! The notice the industry has been using expired in November 2024, and we have been
patiently waiting for them to update that notice. We did a side-by-side comparison, and it looks like the

only change is the expiration date which is now 3/31/2028. To find the most recent notice click on the
link HERE.
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https://www.hud.gov/sites/dfiles/OCHCO/documents/92070.pdf
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Check out our monthly fair lending short
video first and then come back here for
some additional thoughts.

Service Levels | Tuscan Club University
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t's a good idea to keep an eye out for how
you are serving loan customers, specifically
on a prohibited basis group characteristic. As
| mentioned in the video, this can be done by
looking at fallout rates using your HMDA data.
When you have high fallout rates of HMDA
applications to a certain prohibited basis group,

this could be an indicator that something is wrong.

Before you get too excited about fallout rates, you
need to know if your application rates make sense.
In the April newsletter and training video, we looked
at peer and demographic data, and you should too.
You need to first know if you are even receiving
applications from minority applicants at rates that
make sense. If peers take three to four times more
applications from black borrowers for example,
fallout rates really don’t matter. You're not receiving
enough applications in the first place.
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If your application rates make sense, then you get
useful fallout data. Now compare your performance
to peers. If black borrowers are falling out or leaving
the application process four times more often at your
organization than your peers, something is wrong.

It could take time to figure that out, but it’s critical to
know why so you can fix it.

When someone leaves the application process,
there can be many reasons. They decide not to
buy or refinance their home, they got a better
deal elsewhere, someone offered a lower rate,
or perhaps the service they received was less
than flattering and they moved on. Find the root
cause before the regulators do, and this will help
strengthen your fair lending program.

If your fallout rates are in line with peers — great!
Keep monitoring them and keep on serving your
customers.
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https://tcuniversity.us/service-levels/

Fair Lending School 2.0 has | Leam:

* Loan Lifecycle Process and Fair Lending Risks

been Comp|ete|y uPdated! * How to Monitor and Audit Your Own Program
* Real-World Case Studies and Examples

¢ All new videos e Step-by-Step Procedures

* New risk assessment module added

* 2 more hours of content Benefits:

e Reorganized manual * Professionally Produced Videos — 100% Online

® No Travel = Zero Time Away From Your Institution
* Completely Self-Paced
* The Best Fair Lending Training Available

* 12 Continuing Education Credits — Our Fair
Including CRCM Credit Lending School

was authored

Cost: . by a team of
Course: $1'295 commissioned
Certification: $300 J——

TuscANCLUB
=——— UNIVERSITY == Visit tcuniversity.us to get started today.

* Updated content and examples
¢ All new training experience —
same price




. Earn CRCM and FLE Certification Credit

FAIR
LENDING
EXPERT GROUP (FLEX)

Expand your knowledge and expertise in Fair Lending

* Open to all compliance, fair lending, and audit professionals

* We have banks, credit unions, and mortgage companies from
across the United States

* We meet quarterly for 2 hours
E mE . g)tn$e8,8\8/nour;|afne§a%§)trs])aII of your people in the group (Pricing starts
;‘!?r ) * We submit all meetings for 2.5 hours of CRCM credit (earn up to
ﬂ- 10 CPE hours every year)
E p * We focus on different fair lending training topics at each meeting
* Ask our experts your fair lending questions

* Keep updated on changes in regulations and the latest guidance

e Share fair lending exam and audit findings so you stay ahead on
what the regulators are seeing

e All meetings are recorded if you miss the live broadcast

TuscaAN CLUB

Visit teuniversity.us to learn more.
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Regulators don’t miss a word.
Neither do we.
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Hey team,

That zip code is gentrifying — they won't fit in. Let’s turn

down the loan. Also, just a heads up: we don’t lend to folks

with guardians.

HarmCheck"scans for fair lending
and compliance risk in real time.

Fair lending rules aren’t going away—and now the burden'’s
on you. HarmCheck catches bias, risky language, and legal
red flags before they become violations. Think of it as your
24/7, compliance-savvy second set of eyes.

Why HarmCheck?

+ Real-time detection = real-time protection
« Easy to deploy

+ Shields your team and your reputation

» No other tool spots what HarmCheck does

Learn more at harmcheck.ai

Feedback Weekly Summary

The following statement(s) have been
flagged for your review:

Unlawful

g “That zip code is gentrifying — they
won't fit in. Let’s turn down the loan.”

Discrimination in lending

8 “we don’t lend to folks with guardians”

Discrimination in lending

Get an exclusive
3-month free trial

For Tuscan Club University members
(and friends of Tory Haggerty).
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