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FINDINGS FROM OUR CONSULTING WORK

We like to kick off each monthly
newsletter with some common
issues we find. This month, we want
to talk about the Military Lending
Act (MLA). The MLA is not a large
regulation, and it only applies on a
small percentage of loans, but it is
an important one.

Essentially, loan officers need to
identify if borrowers are considered
a covered borrower under the MLA.
This only applies to certain loans.
While we will not go into regulatory
detail here, the quick version is
consumer purpose loans that
exclude most real estate transactions
and purchase money transactions.
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In other words, if someone is buying
a car, and securing the loan with
that car (item being purchased), the
regulation does not apply.

When you have these types of loans,
loan officers must do an MLA check,
and if the borrower is a covered
borrower, there are requirements.
Covered borrowers are essentially
military members on periods of active
duty for 30 days or more, or their
dependents. There is more complexity
to that, but that is the basics.

If the borrower is a covered borrower,
you must give certain disclosures,
See FINDINGS page 3
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HUD PROPOSES TO
RENOVE DISPARATE
IFPACT FROM FAIR
HOUSING ACT RULE

In the past few months,

the regulators have been
looking to remove disparate
impact from Regulation

B, which provides the
regulatory requirements
covering the Equal Credit
Opportunity Act. In the

past few weeks, HUD has
also jumped on board to

try and remove disparate
impact from the Fair Housing
Act. Again, we do not
recommend changing your
program as a result. You
can read the full ABA article
HERE.
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https://bankingjournal.aba.com/2026/01/hud-proposes-to-remove-disparate-impact-from-fair-housing-act-rule/

CFPB AND DOJ SEEK TO
REPEAL 2023 IMMIGRATION

2026 HMDA
EXEMPTION S U S G U C
In the January 2026 TAT | DA N E
newsletter, we covered In 2023, the CFPB had official guidance cautioning lenders on using
many of the annual immigration status as a reason to deny a loan application. The goal of
regulatory increases. Since the guidance was to ensure that immigration status was not used as a
that newsletter, the new proxy for the prohibited basis of national origin.
HMDA threshold has been
released. Your assets must In January, the ABA released an article noting that the agencies plan
be $59 million to be a to rescind that guidance. Regardless of the outcome, we recommend
reporter, up from the $58 continuing to follow the principles of that guidance as the law has not
million threshold in 2025. changed. Just because the federal government is not pursuing disparate

impact liability today does not guarantee it will not come back in the
future. You can read the full article HERE.

NCUA ISSUES 2026 SUPERVISORY
PRIORITIES LETTER TO CREDIT UNIONS

The NCUA has laid out its priorities for the upcoming year. Their
press release included the following highlights:

- Risk-Focused Examinations: Examiners will concentrate on areas
posing the greatest risk to credit union members, the credit union
system, and the Share Insurance Fund.

- Balance Sheet Management and Lending: With loan performance
at its weakest point in over a decade, examiners will review credit
risk management practices, underwriting standards, and liquidity
planning.

- Operational and Compliance Risk: Examiners will conduct their
reviews with a continued emphasis on fraud prevention, payment
systems security, and compliance with consumer financial
protection laws.

- Efficiency and Innovation: The agency will implement streamlined
examination processes and align with recent legislative and
executive directives, including the GENIUS Act.

If you are a credit union and are looking for more details, they can
be found HERE.
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https://nam11.safelinks.protection.outlook.com/?url=https://links-2.govdelivery.com/CL0/https:%252F%252Fffiec.cfpb.gov%252Ffiling%252F/1/0101019b7f04f318-9cedf2be-79a1-4b77-ba27-4ee58bf295a8-000000/Kp-OQAB35ySw3g_fZbXFjhKH2VxAduOGQb6ALtIOELY=438&data=05%7C02%7Ctory@tcconsulting.us%7C5f2d325014f245d78e3008de4a07a9ed%7C4d2568c955fa45d09a3d02df2513c4a5%7C0%7C0%7C639029593989114176%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ==%7C0%7C%7C%7C&sdata=oB1EDo9BVEssC6rA2wMevRCMkesRmspPuLvigSa8fgM=&reserved=0
https://ffiec.cfpb.gov/documentation/category/frequently-asked-questions/
https://bankingjournal.aba.com/2026/01/cfpb-doj-to-withdraw-warning-on-using-immigration-status-to-determine-creditworthiness/
https://ncua.gov/regulation-supervision/letters-credit-unions-other-guidance/ncuas-2026-supervisory-priorities
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CFPB
DISCONTINUES
E-MAIL
ANNOUNGERENTS
ABOUT HIIDA
CHANGES

The CFPB is

citing “operational
constraints” as

the reason to stop
informing the industry
on HMDA changes,
although they did

not elaborate what
those constraints are.
| guess we will never
know. Regardless,
after January 20th,
subscribers to the
HMDA mailing list will
no longer receive
e-mail notifications.
They urge you instead
to visit the agency
website to stay
informed.
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FDIC ADOPTS CHANGES TO

SIGNAGE RULES

Actually, the rules that have been pending since 2024 are being
pushed back. The new compliance date has been pushed back to
April 1, 2027.

Summary of changes:

- Flexibility regarding the FDIC official digital sign

« Remove the “landing page” requirement and requirement to display
the official digital sign on pages where customers make deposits

- Only required to display the official digital sign on initial screen
of an ATM

- Final rule will have list of examples to follow

You can find the final rule HERE.

FINDINGS

Continued from page 1

and the loan cannot have certain provisions. For example, there is a 36
percent rate cap along with restrictions on prepayment penalties and
mandatory arbitration clauses. The good news is that banks and credit
unions never have these provisions, so you likely do not violate the law if
you do not properly identify someone as a covered borrower. However, you
missed the disclosure part. Therein lies the most common issue.

There are really two safe harbors for determining a borrower’s MLA status.
That means if you do one of these two, and they fail you; you are okay.
Either pulling a nationwide credit bureau with an MLA check on it or going
to the DoD government website and looking up the borrower. FYI, the
credit bureau check safe harbor is only good for 30 days.

Many lenders fail to do one of these MLA checks prior to loan closing.
Covered borrowers must get the written and oral disclosures at closing, so
if you did not do the check, you already missed the boat. Pulling an MLA
check two weeks later does no good.

Ensure your lenders have procedures to pull MLA checks on all applicable
loans, and you will greatly strengthen your CMS in this area.
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https://www.fdic.gov/board/federal-register-notice-part-328-fdic-sign-and-ad.pdf
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e often get asked about fair lending audits.
While some of our newsletter readers
are current audit clients, many of you found us
through our Fair Lending School and Tuscan Club
University. What is strange is many of our readers
do not realize we are a full-service compliance
firm. In fact, that is how we started out in 2017.
It was not until 2020 that we founded the fair
lending school and FLE certification that we hit the
national stage.

With that said, Tuscan Club Consulting has
conducted more than 100 fair lending audits for
clients of all different sizes in the past 8 years.

As former examiners, we know where to look for
fair lending risk. When we attend conferences
and host our quarterly Fair Lending Expert Group
(FLEX) webinars, we get lots of questions about
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fair lending audits. So, we decided that for this
month, we will put together a common questions
and answers session to help you decide on the
audit that is appropriate for you.

Question: Should we be doing a fair lending
audit?

Answer: It really depends, but most
organizations, yes. We feel that any organization
over $500 million should at least do an annual
review. The answer also depends on many factors
like your geography and product offerings. If you
are largely a commercial institution that operates
in rural areas, your risk is lower.

We have seen smaller organizations that operate
nationwide credit card or mortgage programs, and
their risk is tremendous, even though their asset
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size is small and they operate in rural areas. The
smallest and non-complex organizations should
be doing some basic reviews annually, and as you
grow, the complexity of the review should grow
with it.

Question: When should we look to outsource
our fair lending audit?

Answer: When your inherent risk is elevated
and you do not have the tools and knowledge
to do an effective audit on your own. Many
organizations outsource all kinds of audits,
and that decision should rely on your internal
resources and expertise. We built our fair lending
school to teach you how to do an audit, but some
organizations still want that outside set of eyes.

If you grow in size and complexity, you might

want to look at outsourcing or maybe consider
outsourcing every other year to gain that expertise
and save money.

Whenever a compliance or audit professional
asks Tory this very question, he asks a question
in response. “How many fair lending audits have
you conducted?” The most common response
is between zero and two. Personally, Tory has
been part of nearly 150. That is a big difference
in knowledge and expertise. That does not mean
Tory knows everything — far from it, but when
you have seen that many programs, you know
what to look for. You cannot be given that level
of expertise or read it in a book. You must earn it
through years of audits. For a topic as complex as
fair lending, most people do not have that time or
desire.

Question: Do | need fair lending software to
help with my audit?
Answer: Most of the time, yes. There is no
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magic number, but we always say that if you

have 400 HMDA LAR lines or more, someone
needs to know your HMDA results. That does not
mean you necessarily have to pay for fair lending
software, so you could look at hiring a consulting
firm that has access to it. Once you get over 1,000
LAR lines, you should be doing more continual
monitoring, potentially looking at quarterly data,
and for that you will need software. You may also
do more file reviews which can be done much
quicker with the right tools. Software is not cheap,
but if the risk is there, the expense is worth it.

Question: What should | focus on in my audit?

Answer: Your highest risk areas first and
then work your way down if you have time. At
a minimum, conduct a basic fair lending risk
assessment. You need to know where your
highest risk areas are and what controls are in
place to mitigate those risks. Once you have a
handle on that, you will have a better picture of
where to go.

Yes, this is a shameless plug for our fair lending
school but bear with me for a moment. Our school
teaches you the full loan lifecycle of risks, and
how to do many of these reviews. If you want the
highlights of the school, look at ordering Tory’s
first book Unfair Lending. It's available on Amazon.
It's a quick read (2-3 hours), and it will give you
a much better picture of what to do. Contrary
to popular belief, authors do not make a lot on
books. Tory wrote it to help the industry, and he
frequently gives it away at conferences because
he wants people to learn. We are not trying to
make a few dollars on book sales. We want
to educate you on how to build a stronger fair
lending program. Unfair Lending is a good, quick,
and cheap resource to help you start.
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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: $1,395 A —
Certification: $350 examiners.

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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