
2.4.1 Regulation E error resolution violations 
EFTA establishes a legal framework for the offering and use of electronic fund transfer (EFT) 
services.  One of the primary objectives of the EFTA and its implementing regulation, 
Regulation E, is to protect consumers engaging in EFTs. 

Supervision continues to find violations of EFTA and Regulation E that it previously discussed 
in the Fall 2014, Summer 2017, and Summer 2020 editions of Supervisory Highlights,
respectively. These violations include:

Requiring written confirmation of an oral notice of error before investigating;

Requiring consumers to contact merchants about alleged unauthorized transactions 
before investigating; 

Relying on incorrect dates to assess the timeliness of an EFT error notice;  

Failing to provide an explanation or an accurate explanation of investigation results when 
determining no error or a different error occurred; and

Failing to include in the error investigation report a statement regarding a consumer’s 
right to obtain the documentation that an institution relied on in its error investigation.

An effective compliance strategy for institutions includes evaluation of their practices, including 
through transaction testing, monitoring, and review of their policies and procedures.  This will 
help ensure compliance with applicable Federal consumer financial laws and stop any practices 
that were previously identified as violations. Examples of other violations found by examiners 
are described below.

2.4.2 Issues with provisional credits
Under Regulation E, a financial institution generally must complete its investigation and 
determine whether an error occurred within 10 business days of receiving a notice of error.41

But an institution may take up to 45 days42 to complete its investigation if it, among other 
things, provisionally credits the alleged error amount (including interest where applicable) to 

41 12 C.F.R. § 1005.11(c)(1).  Note that this 10-day period may be extended to 20 days for certain new accounts.            
12 C.F.R. § 1005.11(c)(3)(i).

42 This time period may be extended to 90 days for certain transactions, such as transactions outside the U.S., point       
of sale transactions, or transactions that occurred within 30 days of the first deposit to the account. 12 C.F.R. 
§ 1005.11(c)(3)(ii).
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the consumer’s account within 10 business days of receiving the error notice. 43 The institution 
need not issue a provisional credit if it requires, but does not receive, written confirmation of an 
oral notice of error within 10 business days.44 When institutions issue provisional credits, they
must inform the consumer of the amount and date the credit was applied to the account within 
two business days after provisionally crediting the account.45  Within three business days of 
completing an error investigation, the financial institution must report the results to the 
consumer, including, if applicable, notice that a provisional credit has been made final.46

If an institution debits a provisional credit from a consumer’s account because it determines 
that no error occurred or that an error occurred in a manner or amount different from that 
described by the consumer, it must, among other things, notify consumers of the debiting.47 The 
notice must state the date and amount of the debit and that the financial institution will honor 
checks, drafts, or similar instruments payable to third parties and preauthorized EFTs from the 
consumer’s account for five business days after the notification.48  As an alternative to this 
notice, which is specified in the text of Regulation E, the associated Staff Commentary provides 
that a financial institution may notify the consumer that the consumer’s account will be debited 
five business days from the transmittal of the notification and specify the calendar date on which 
the debiting will occur.49

Examiners found that numerous institutions violated Regulation E’s provisional credit 
requirements, including as follows: 

Failing to provide provisional credits, despite not completing error investigations within 
10 business days of notice of an error;

Failing to provide provisional credits to consumers who timely provided required written 
confirmation of oral error notices;

Posting the provisional credit to the wrong account, by failing to ensure that the 
ownership of the credited account matched the account that should have received the credit;

Excluding interest from the provisional credit;

43 12 C.F.R. § 1005.11(c)(2)(i).
44 12 C.F.R. § 1005.11(c)(2)(i)(A).  Note that even though a financial institution may request written confirmation 
within 10 days of receipt of an oral notice, it must begin its investigation promptly upon receipt of an oral notice. 12
C.F.R. § 1005, Supp. I, Comment 11(b)(1).
45 12 C.F.R. § 1005.11(c)(2)(ii).
46 12 C.F.R. § 1005.11(c)(2)(iv).
47 12 C.F.R. § 1005.11(d)(2)(i).
48 12 C.F.R. § 1005.11(d)(2)(ii).
49 12 C.F.R. Part 1005, Supp. I, Comment 11(d)(2)–1.
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Using notification templates that either had a timeframe to disclose when a provisional 
credit would be applied instead of a specific date or lacked any date information;

Failing to provide notice that a provisional credit had been made final due to process 
weakness, including: (i) an unsuccessful attempt to combine the letter informing consumers 
of a provisional credit with the letter notifying them the credit would be final, and (ii) a
process deficiency in which both the financial institution and the merchant of the disputed 
charge issued a simultaneous credit;and

Sending consumers notices that provisional credits would be reversed, but excluding 
either the exact date a credit was or would be debited or notice that it would honor checks, 
drafts, or similar instruments payable to third parties and preauthorized transfers from the 
customer’s account for five business days after the notification, or excluding both.

The institutions took a variety of corrective actions to remedy these violations, including making 
improvements to compliance management systems and providing remediation to consumers.

2.4.3 Failure to timely investigate errors
If a financial institution is unable to complete its investigation within 10 business days, 12 C.F.R. 
§ 1005.11(c)(2) provides that an institution may take up to 45 days from receipt of the notice of 
error to investigate and determine whether an error occurred provided it, among other things, 
provisionally credits the consumer’s account as discussed above.  If the alleged error involves an 
EFT that was not initiated within a state, resulted from a point-of-sale debit card transaction, or 
occurred within 30 days after the first deposit to the account was made, the institution may take 
up to 90 days to investigate and determine whether an error occurred, provided it otherwise 
complied with the requirements of 12 C.F.R. § 1005.11(c)(2).50  

Examiners found that financial institutions violated Regulation E by failing to complete 
investigations and make a determination within 45 days from receipt of the notice of error and 
within 90 days from receipt of the notice of error for point-of-sale debit transactions, 
respectively, after providing provisional credit within 10 business days of the error notice.  In 
each instance, the financial institutions exceeded the applicable timelines.

50 See also 12 C.F.R. § 1005.2(l) (defining “state”). 
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In response to examiners’ findings, the financial institutions updated their training to ensure 
that employees were properly trained on the applicable Regulation E timelines and modified 
certain policies and procedures.51   

2.4.4 Failure to conduct reasonable investigations
All error investigations “must be reasonable.”52  When it applies, Regulation E, 12 C.F.R. 
§ 1005.11(c)(4), requires that a financial institution in investigating an error must conduct, at a 
minimum, a “review of its own records regarding [the] alleged error.”53 This review must include
at least “any relevant information within the institution’s own records.”54

Examiners found that some financial institutions violated Regulation E by failing to conduct a 
reasonable investigation and instead denied claims solely because the consumers had previously 
conducted business with a merchant. One institution, upon seeing that a consumer was 
challenging a charge from a merchant with whom the consumer had prior transactions, closed 
error investigations without completing them, and instead instructed consumers to first direct 
the claim to the merchant that made the charge. 

In response to examiners’ findings, the financial institutions updated their training to ensure 
that employees were properly trained on the applicable Regulation E investigation requirements 
and enhanced certain policies and procedures and monitoring to ensure investigations are 
completed properly.  In addition, the financial institutions identified and remediated all 
consumers whose Regulation E error claims were wrongly denied based upon pre-existing 
relationships with the merchant and whose error resolution claims were not investigated as 
required.  

2.4.5 Failure to properly remediate errors
When a financial institution determines an alleged error did occur, commentary to Regulation E 
highlights “it must correct the error…including, where applicable, the crediting of interest and 
the refunding of any fees imposed by the institution.” 55

51 While certain payment network rules may impose alternative timing requirements or limitations, network rules do 
not excuse institutions from complying with the applicable Regulation E timelines to complete the error 
investigation and make a determination.  12 C.F.R. § § 1005.11(c)(2) and (3).

52 71 Fed. Reg. 1638, 1654 (Jan. 10, 2006).  See also USAA Federal Savings Bank Consent Order, File No. 2019-BCFP-
0001.

53 12 C.F.R. § 1005.11(c)(4). Section 1005.11(c)(4) applies when the conditions in § 1005.11(c)(4)(i) and (ii) are 
satisfied.   

54 12 C.F.R. Part 1005, Supp. I, Comment 11(c)(4)-5. 
55 12 C.F.R. Part 1005, Supp. I, Comment 11(c)-6.
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Examiners determined that some financial institutions failed to refund associated fees and 
credit interest when correcting an error.  One such institution implemented automated 
processes, as well as policy updates and enhanced training to address the issue.  At another 
institution, employees failed to provide proper credits and refunds although it was required by 
the institution’s procedures. This failure indicated a lack of proper training, which the 
institution was asked to enhance. Both institutions stated that they would or had remediated 
impacted consumers.

For another institution, this violation occurred because the institution’s ACH teams reviewed 
issues on a transaction-by-transaction basis, which did not allow it to evaluate the impact of the 
issue at the account or claim level. This institution reorganized its staff to evaluate consumer 
accounts on an individual or account level, conducted a lookback to remediate impacted 
consumers, and updated policies to ensure that fees were credited to the accounts. 

Similarly, an organizational issue caused the problem at another institution.  This institution 
used multiple divisions to investigate and correct errors, depending on the type of error alleged. 
Differing policies and procedures between divisions created various levels of authority for error 
resolution.  Because of these differences, the institution failed to refund the fees as is required by 
the Regulation E commentary, despite determining the alleged error occurred.  The institution 
rectified this situation by reviewing and consolidating the role of error investigation into one 
division to ensure all Regulation E errors were consistently processed and committed to 
remediate harmed consumers.

2.4.6 Overdraft opt-in and disclosure violations
The CFPB continues to examine financial institutions’ overdraft opt-in and disclosure practices 
for compliance with relevant statutes and regulations, including Regulation E, 56 Regulation 
DD,57 which implements the Truth in Savings Act,58 and the Dodd Frank Act’s prohibition on 
unfair, deceptive, or abusive acts or practices.59

Many institutions provide various overdraft products that charge fees for transactions that 
overdraw accounts.  Regulation E prohibits financial institutions from charging overdraft fees 
on ATM and one-time debit card transactions unless consumers affirmatively opt in to overdraft 
service.60 Among other things, Regulation E requires that institutions provide consumers “a 

56 12 C.F.R. § 1005, et seq.
57 12 C.F.R. § 1030, et seq.
58 12 U.S.C. § 4301, et seq. 
59 12 U.S.C. §§ 5531 & 5536.
60 12 C.F.R. § 1005.17. 
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reasonable opportunity for the consumer to affirmatively consent, or opt in, to the service for 
ATM and one-time debit card transactions.”61 Moreover, institutions must provide consumers 
“with confirmation of the consumer’s consent in writing, or if the consumer agrees, 
electronically, which includes a statement informing the consumer of the right to revoke such 
consent.”62 Regulation E requires institutions to maintain evidence of compliance for a period 
of not less than two years from the date action is required to be taken or disclosures are required 
to be given.63  

Examiners identified a number of violations in connection with these overdraft opt-in 
requirements, including the following:

Failing to obtain affirmative consent from consumers before charging them overdraft 
fees for ATM and one-time debit card transactions, due to coding errors, systems 
mergers, or inadequate phone-based opt-in procedures.  These institutions provided 
remediation to consumers assessed these overdraft fees without their authorization and
ceased charging overdraft fees to consumers who did not opt in. 

Failing to advise consumers who opted-in to overdraft online of their right to revoke 
their opt-in to ATM and one-time debit overdraft services as part of the opt-in 
confirmation notice.  Supervision issued a Matter Requiring Attention (MRA) regarding 
the need for a notice that included the right to revoke and also remediation for 
consumers impacted by the previous deficient notice. 

Failing to retain evidence of having obtained affirmative consent from consumers to opt 
into overdraft services for ATM and one-time debit card transactions, including due to 
process deficiencies for in-branch opt-in and general document retention failures. The 
institutions were directed to rectify their procedures. 

Failing to provide consumers overdraft opt-in notices that were substantially similar to 
the Model Form A-9 disclosure, in violation of Regulation E.64 Institutions corrected 
their notices.

Supervision identified violations of Regulation DD requirements related to overdraft services as 
well, including: 

61 12 C.F.R. § 1005.17(b)(1)(ii).
62 12 C.F.R. § 1005.17(b)(iv).
63 12 C.F.R. § 1005.13(b)(1). 
64 12 C.F.R. § 1005.17(d). 
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Disclosing to consumers, through automated systems, available account balance 
amounts that included discretionary overdraft credit that the bank potentially could 
provide;65 and 
Failing to correctly disclose on periodic statements the amount of overdraft fees incurred 
by consumers during a statement cycle.66  

The institutions implemented or proposed policy and procedure changes to address the 
violations.

2.5  Fair Lending
The Bureau’s fair lending supervision program assesses compliance with the Equal Credit 
Opportunity Act (ECOA)67 and its implementing regulation, Regulation B,68 as well as the Home 
Mortgage Disclosure Act (HMDA)69 and its implementing regulation, Regulation C,70 at banks 
and nonbanks over which the Bureau has supervisory authority.  Examiners found that 
supervised institutions engaged in violations of HMDA and Regulation C, and ECOA and 
Regulation B. 

2.5.1 HMDA examination findings - 2018 & 2019 data 
The Bureau continues to examine mortgage originators, including bank and nonbank financial 
institutions, for compliance with HMDA and its implementing regulation, Regulation C.  
Regulation C requires financial institutions to collect and report data regarding applications for 
covered loans that they receive, covered loans that they originate, and covered loans that they
purchase each calendar year.71 Recent examinations identified HMDA violations due to 
inaccuracy of HMDA data submitted by financial institutions, including fields newly added to 
the HMDA loan application register (LAR) beginning in 2018. In October 2015, the CFPB 
issued a final rule (2015 HMDA Rule) that included changes to the types of institutions that are 
subject to Regulation C; the types of transactions subject to Regulation C; the specific 
information that covered institutions are required to collect, record, and report; and processes 
for reporting and disclosing data.72 For HMDA data collected on or after January 1, 2018, 

65 12 C.F.R. § 1030.11(c).
66 See 12 C.F.R. Part 1030(6)(a)(3).
67 15 U.S.C. §§ 1691-1691f.
68 12 C.F.R. Part 1002.
69 12 U.S.C. §§ 2801-2810. 
70 12 C.F.R. Part 1003.
71 12 C.F.R. § 1003.4(a).
72 80 Fed. Reg. 66128 (Oct. 28, 2015).
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certain covered institutions were required to collect, record, and report data points newly added 
or modified by the 2015 HMDA Rule.

Specifically, the 2015 HMDA Rule added new data points for Applicant or Borrower Age, Credit 
Score, Automated Underwriting System information, Unique Loan Identifier, Property Value, 
Application Channel, Points and Fees, Borrower-paid Origination Charges, Discount Points, 
Lender Credits, Loan Term, Prepayment Penalty, Non-amortizing Loan Features, Interest Rate, 
and Loan Originator Identifier as well as other data points.  The 2015 HMDA Rule also modified 
several existing data points.73 Most of the additions and modifications to the HMDA LAR fields 
within the 2015 HMDA rule became effective January 1, 2018. Examinations evaluating data 
reported in 2018 and 2019 were the first examinations in which the Bureau reviewed the 
accuracy of the data in HMDA LAR fields added by the 2015 HMDA Rule.  

The CFPB’s HMDA examinations include transaction testing of a sample of the institution’s 
HMDA LAR and review of its CMS as it relates to HMDA.  Transaction testing consists of 
comparing a sample of the institution’s HMDA LAR to source documents from the loan files 
corresponding to each LAR entry (LAR line or row of the data) and assessing whether or not the 
LAR entry is accurate.  When errors are identified, examiners evaluate the number of errors 
relative to the resubmission threshold, which is the data accuracy standard used in the CFPB’s 
examinations. Specifically, the HMDA interagency resubmission thresholds provide that in a 
LAR of more than 500 entries, when the total number of errors in any data field exceeds four, 
examiners should direct the institution to correct any such data field in the full HMDA LAR and 
resubmit its HMDA LARs with the corrected field(s).74 These resubmission thresholds are 
included in the CFPB’s HMDA examination procedures.75

2.5.2 2018 & 2019 HMDA LAR errors
Examiners identified widespread errors within 2018 HMDA LARs of several covered financial 
institutions.  To date, examiners have not identified widespread LAR errors within institutions’ 
2019 LARs. In several examinations, examiners identified errors that exceed the HMDA 
resubmission thresholds.  In general, examiners identified more errors in data fields collected 

73 See the CFPB HMDA Summary of Reportable Data chart (2015).
    https://files.consumerfinance.gov/f/201510_cfpb_hmda-summary-of-reportable-data.pdf  
74 LARs of 500 entries or fewer have a resubmission threshold of three errors.  CFPB Examination Procedures, 

updated April 1, 2019, available at https://files.consumerfinance.gov/f/documents/cfpb_supervision-and-
examination-manual_hmda-exam-procedures_2019-04.pdf

75 For more information about CFPB HMDA LAR transaction testing and samples, refer to the CFPB HMDA
Examination Procedures, updated April 1, 2019 are available at: 
https://files.consumerfinance.gov/f/documents/cfpb_supervision-and-examination-manual_hmda-exam-
procedures_2019-04.pdf   
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beginning in 2018 pursuant to the 2015 HMDA rule than for other fields. For example, the 
fields with the highest number of identified errors across several institutions were the newly 
required “Initially Payable to Your Institution” field and the “Debt-to-Income Ratio” field.  

2.5.3 Root causes of HMDA data errors  
In several examinations in which examiners identified numerous errors, the root causes of the 
HMDA violations were deficiencies in the institutions’ CMS.  The CMS deficiencies included the 
institutions’ board and management oversight, policies and procedures, training, monitoring 
and audit, and the institutions’ service provider oversight.  

Many of the widespread or systemic errors related to problems within the institutions’ data 
mapping—the data transfers from operations-based systems, such as loan origination systems, 
to data storage systems that populate the HMDA LARs.  For example:

Examiners determined that numerous errors within the Credit Scoring model fields were 
caused by data transfer deficiencies in which institutions extracted data from credit 
scoring models then transferred them to systems that reported inaccurate codes and 
descriptions of the credit scores.  

Examiners identified errors within the Rate Spread field and observed that these errors 
occurred due to data mapping or data transfer deficiencies.  Institutions allowed 
erroneous software updates within their loan processing systems to result in inaccurate
Rate Spread values reported on their HMDA LARs.  Examiners determined that service 
provider oversight deficiencies resulted in institutions’ failure to correct the erroneous 
data transfers.   

Examiners identified inaccurate values for the debt-to-income ratio.  The institutions 
acknowledged the errors and stated the fields reported incorrectly were the result of a 
change made to the programming of their loan origination system.

Many of the widespread or systemic errors were caused by misinterpretation of Regulation C 
requirements or the institution’s specific policy.  For example:

Examiners determined that employees at one institution misinterpreted the institution’s 
policies and procedures for calculating the ages of applicants and co-applicants.   
Examiners determined that these errors were caused by deficiencies in the institution’s 
monitoring and audit function.  
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Examiners determined that an institution’s senior management misinterpreted HMDA 
and Regulation C, concluding erroneously that the Origination Charges, Discount Points, 
and/or Lender Credits fields should be reported as “Not applicable.”  For example, 
examiners observed Origination Charges, displayed as “zero” within source 
documentation, inaccurately reported as “Not applicable”. The Origination Charges field 
should be entered, in dollars for the total of all itemized amounts that are designated 
borrower-paid at or before closing. If the total is zero, enter 0. Enter “NA” if the 
requirement to report origination charges does not apply to the covered loan or 
application that the institution is reporting. 

2.5.4 HMDA Supervisory Actions
In response to widespread HMDA LAR inaccuracies identified during examinations, institutions 
will review, correct, and resubmit their HMDA LAR.76 Some institutions have already
resubmitted their HMDA LARs.  

In addition, institutions will enhance monitoring practices to ensure they are completed timely 
and appropriately identify and measure HMDA risk. Some institutions will develop and 
implement an effective HMDA monitoring program that prevents, detects, and corrects 
violations of HMDA and Regulation C, and ensures appropriate corrective actions are taken. 

Some institutions will make improvements to CMS components that were the cause of errors, 
including through (1) implementation of policies, procedures and/or a plan that ensures that 
fields that had errors are reported accurately; (2) improvements to board and management 
oversight to ensure that the board and management promptly responds to CMS deficiencies and 
violations of Regulation C; and (3) improvements to their HMDA training program regarding 
collecting and recording data for the HMDA LAR, including ensuring it is specifically tailored to 
staff with responsibilities relating to HMDA. 

76 On December 21, 2017, the Bureau issued a Statement with respect to HMDA compliance announcing among other 
things that the Bureau does not intend to assess penalties for errors in data collected in 2018 and that the Bureau 
does not intend to require data resubmission unless errors are material. See Consumer Fin. Prot. Bureau, CFPB 
Issues Public Statement On Home Mortgage Disclosure Act Compliance (Dec. 21, 2017), available at: 
https://www.consumerfinance.gov/about-us/newsroom/cfpb-issues-public-statement-home-mortgage-disclosure-
act-compliance/. During examinations of 2018 data in which CFPB Supervision required financial institutions to 
resubmit data, Supervision concluded that the errors identified were material. 
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2.5.5 Redlining
Regulation B prohibits discouragement of “applicants or prospective applicants”. Specifically, it  
states: “A creditor shall not make any oral or written statement, in advertising or otherwise, to 
applicants or prospective applicants that would discourage on a prohibited basis a reasonable 
person from making or pursuing an application.”77 The Official Interpretations of Regulation B
also explain that this prohibition “covers acts or practices directed at prospective applicants that 
could discourage a reasonable person, on a prohibited basis, from applying for credit.”78

In the course of conducting supervisory activity, examiners observed that a lender violated 
ECOA and Regulation B by engaging in acts or practices directed at prospective applicants that 
would have discouraged reasonable people in minority neighborhoods in Metropolitan 
Statistical Areas (MSAs) from applying for credit.

Initial statistical analysis of the HMDA data and U.S. census data showed that the lender 
received significantly fewer applications from majority-minority and high-minority 
neighborhoods relative to other peer lenders in the MSA, which resulted in the prioritization of 
the institution for a redlining examination. The examination teams’ subsequent, in-depth 
analyses, including general and refined peer analyses, confirmed these differences relative to its 
peer lenders in the MSA. 79 Examiners identified evidence of communications directed at 
prospective applicants that would discourage reasonable persons on a prohibited basis from 
applying to the lender for a mortgage loan.  First, the lender conducted a number of direct mail 
marketing campaigns that featured models, all of whom appeared to be non-Hispanic white.  
Second, the lender included headshots of its mortgage professionals in its open house marketing 
materials, and in almost all of these materials, the headshots showed only professionals who 
appeared to be non-Hispanic white.  Third, the lender’s office locations were nearly all 
concentrated in majority non-Hispanic white areas, as confirmed by the lender’s website 
communicating where the offices are located.  Each of these acts or practices is a form of 
communication directed at prospective applicants.  

Also, the lender’s direct marketing campaign and Multiple Listing Service (MLS) advertising was 
focused on majority-white areas in the MSA, which provided additional evidence of its intent to 
discourage on a prohibited basis.  In addition, the examination team determined that the lender 
employed mostly non-Hispanic white mortgage loan officers and identified emails among 
mortgage loan officers containing racist and derogatory content.  

77 12 C.F.R. § 1002.4(b).  
78 12 C.F.R. Part 1002, Supp. I, para. 4(b)-1.  
79 Examination teams defined majority-minority areas as >50% minority and high-minority areas as >80% minority. 
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The lender plans to undertake remedial and corrective actions regarding this violation, which 
are under review by the Bureau. 

2.6  Mortgage Origination 
Supervision assessed the mortgage origination operations of several supervised entities for 
compliance with applicable Federal consumer financial laws. Examinations of these entities 
identified violations of Regulation Z and deceptive acts or practices prohibited by the CFPA. 

2.6.1 Compensating loan originators differently based on 
product type

Regulation Z generally prohibits compensating mortgage loan originators in an amount that is 
based on the terms of a transaction.80 Compensation is based on the term of a transaction if the 
objective facts and circumstances indicate that the compensation would have been different if a 
transaction term had been different.81 In the preamble to the Bureau’s 2013 Loan Originator 
Final Rule, the Bureau responded to questions from commenters about whether it was 
permissible to compensate differently based on product types, such as credit extended pursuant 
to government programs for low-to moderate-income borrowers.82 As part of its response to 
these questions, the Bureau explained that it is not permissible to differentiate compensation 
based on credit product type, since products are simply a bundle of particular terms. 83

Examiners found that lenders’ compensation policies specified lower compensation for 
originating a bond loan subject to requirements set forth by a state Housing Finance Agency 
(HFA), and that the lenders followed these policies.  Examiners also found that lenders 
compensated loan originators by paying them more for originating construction loans than for 
other types of loans. Examiners determined that by compensating loan originators differently 
based on whether the loan was an HFA loan or construction loan, the lenders compensated loan 
originators based on the terms of the transaction because the compensation would have been 

80 12 C.F.R. § 1026.36(d)(1)(i).
81 12 C.F.R. Part 1026, Supp. I, Comment 36(d)(1)-1.i.
82 2013 Loan Originator Compensation Rule, 78 Fed. Reg. 11279, 11326.  The Bureau noted that the meaning of loan 

“product” is “not firmly established and varies with the person using the term, but it generally refers to various 
combinations of features such as the type of interest rate and the form of amortization.” Id. at 11284.   

83 Id. at 11326-27, note 82. The Bureau further noted in the preamble that permitting different compensation based 
on different product types would create “precisely the type of risk of steering” that the statutory provisions 
implemented through the 2013 Loan Originator Final Rule sought to avoid. Id. at 11328.  The Bureau also declined 
to exclude state housing finance authority loans from the scope of the rule. Id. at 11332-33.
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different if the terms of the transaction had been different. As a result, each lender involved 
agreed to no longer compensate loan originators differently based on product type.

2.6.2 Disclosure of simultaneously purchased lender and 
owner title insurance 

Where there is simultaneous purchase of lender and owner title insurance policies, Regulation Z 
requires creditors to disclose the lender’s title insurance based on the amount of the premium, 
without any discount that might be available for the simultaneous purchase of an owner’s title 
insurance policy.84  Creditors are required to disclose the premium for the owner’s policy 
showing the impact of the simultaneous purchase discount.85  The intent of this rule is to 
provide consumers with information on the incremental additional cost associated with 
obtaining an owner’s title insurance policy, and the cost they would be required to pay for the 
lender's policy if they did not purchase an owner's policy. Examiners found that some creditors 
violated Regulation Z by disclosing the lender’s title insurance premium at the discounted rate 
and the owner’s title insurance at the full premium on the Loan Estimate. Supervision 
requested that the creditors revise their policies and procedures to ensure correct disclosure of 
title insurance premiums where there is a simultaneous issuance rate for lender’s and owner’s 
title policies.

2.6.3 Deceptive waivers of borrowers’ rights in security deed 
riders and loan security agreements

Regulation Z states that a “contract or other agreement relating to a consumer credit transaction 
secured by a dwelling … may not be applied or interpreted to bar a consumer from bringing a 
claim in court pursuant to any provision of law for damages or other relief in connection with 
any alleged violation of Federal law.”86 In light of this provision, examiners previously 
concluded that certain waiver provisions are deceptive where reasonable consumers could
construe the waivers to bar them from bringing Federal claims in court related to their 
mortgages.  For example, examiners previously identified waiver provisions in home equity 
installment loan agreements that provided that consumers who signed the agreements waived 
all other notices or demands in connection with the delivery, acceptance, performance, default 
or enforcement of the agreement and concluded that those provisions violated the CFPA’s 
prohibition on deceptive acts or practices.87 Similarly, in the mortgage servicing context, 

84 12 C.F.R. § 1026.37(f)(2); 12 C.F.R. Part 1026, Supp. I, Comment 37(f)(2)-4.
85 12 C.F.R. § 1026.37(g)(4); 12 C.F.R. Part 1026, Supp. I, Comment 37(g)(4)-2.
86 12 C.F.R. § 1026.36(h)(2).
87 Supervisory Highlights: Summer 2015, at 15.
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examiners previously identified broad waiver of rights clauses in forbearance, loan modification, 
and other loss mitigation options and concluded that they violated the CFPA’s prohibition 
against unfair or deceptive acts or practices.88

Examiners identified a waiver provision in a rider to a security deed that is in use in one state.89

The waiver provided that borrowers who signed the agreement waived all of their rights to 
notice or to judicial hearing before the lender exercises its right to nonjudicially foreclose on the 
property. Examiners concluded that the use of this provision by mortgage lenders violated the 
CFPA’s prohibition on deceptive acts or practices.  Regulation X, 12 C.F.R. § 1024.41, 
implementing the Real Estate Settlement Procedures Act (RESPA), requires mortgage servicers 
to provide borrowers with certain notices in the loss mitigation context and borrowers may 
bring suit to enforce those provisions. A reasonable consumer could understand the provision 
to waive the consumer’s right to sue over a loss mitigation notice violation in the nonjudicial 
foreclosure context. This misrepresentation is material because it could dissuade consumers 
from consulting a lawyer or otherwise bringing Federal claims in court related to the 
transaction. Thus, examiners concluded that the waiver provision was deceptive. In response to 
the examination findings, the entities committed to discontinuing use of the form containing the 
waiver.

Examiners also found that entities required borrowers in another state to agree to a waiver, in 
the event of default, of any equity or right of redemption in the loan security agreement for 
cooperative units. Specifically, the waiver stated that in the event of default, lenders may sell the 
security at public or private sale and thereafter hold the security free from any claim or right 
whatsoever of the borrower, who waives all rights of redemption, stay or appraisal which the 
borrower has or may have under any rule or statute. Examiners determined that the waiver 
language would likely mislead a consumer into believing that by signing the agreement they 
waived their right to bring any claim in court, including Federal claims.90  This interpretation 
could appear reasonable to a consumer.  The misrepresentation was material because it was 
likely to affect whether a consumer would choose to retain counsel or pursue claims against the 
entity in the future. As a result, the entities implemented an agreement resolving the issue and 
committed to providing clarification to all affected borrowers.

88 Supervisory Highlights: Summer 2017, at 22.
89 This examination work was completed after the review period for this report.
90 15 U.S.C. § 1602(dd)(5), (w).
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2.7  Mortgage Servicing
Bureau examinations continue to review for violations of mortgage servicing requirements.
Examiners determined that servicers violated Regulation X by making the first notice or filing 
for foreclosure when it was prohibited.91 Examiners also determined that servicers engaged in a 
deceptive act or practice when they represented to borrowers that they would not initiate a 
foreclosure action until a specified date, but nevertheless initiated foreclosures prior to that
date.  Examiners also found that servicers failed to maintain policies and procedures, as 
required by Regulation X, reasonably designed to achieve specific objectives described in 
Regulation X.92

Additionally, examiners found that servicers violated Regulation X by conducting an annual 
escrow analysis that assumed that private mortgage insurance (PMI) payments would continue 
for the entire escrow analysis period, despite the servicers’ knowledge that PMI would be 
automatically terminated before the end of the escrow analysis period.93  

2.7.1 Dual tracking violations
Regulation X generally prohibits a servicer from making the first notice or filing required for 
foreclosure if the consumer submits a complete loss mitigation application unless the servicer 
has completed the review of the application, considered any appeals, the borrower rejects all loss 
mitigation options offered by the servicer, or the borrower fails to perform under an agreement 
on a loss mitigation option. If a consumer submits all of the documents requested by the 
servicer in response to the notice in 12 C.F.R. § 1024.41(b)(2)(i)(B), then the application is 
“facially complete” and the servicer must treat the application as complete for the purposes of 
the foreclosure referral protections of 12 C.F.R. § 1024.41(f)(2) until the borrower is given a 
reasonable opportunity to complete the application.

Examiners found that servicers violated Regulation X by making the first filing for foreclosure 
after the loan application was facially complete but before meeting the requirements of 12 CFR 
§ 1024.41(f)(2). The servicers received all the information requested in the 12 C.F.R. 
§ 1024.41(b)(2)(i)(B) notice and therefore the application was facially complete. However, the 
servicers did not place a foreclosure hold on the account when the documents were received.
Instead, the servicers waited until they had completed internal analysis that the application was 

91 12 C.F.R. § 1024.41(f)(2)(i).  
92 12 C.F.R. § 1024.38(a), (b).
93 12 C.F.R. § 1024.17(c)(7).
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facially complete, which took more than a day, during which time a foreclosure filing occurred in 
spite of the facially complete application having been received.

As a result of this finding, servicers remediated foreclosure fees that were charged to consumers 
who had submitted facially complete applications prior to the first foreclosure filing. They also 
enhanced their procedures, employee training, and monitoring controls. 

Regulation X also prohibits a servicer from making the first notice or filing for foreclosure 
before making a decision on a borrower’s timely appeal of a denied loss mitigation application.94

Institutions violated Regulation X by making the first notice or filing for foreclosure before they
had evaluated borrowers’ appeals. The servicers denied the borrowers’ loss mitigation 
applications and provided the borrowers with information about appealing the determination as 
required under Regulation X. The borrowers submitted the appeal within the 14-day period 
under 12 C.F.R. § 1024.41(h)(2). Prior to making a determination regarding the appeal, the 
servicers made a first notice or filing for foreclosure, violating Regulation X.95 In response to 
this finding, servicers enhanced policies and procedures, training, and monitoring controls. 

Regulation X requires servicers to maintain policies and procedures reasonably designed to 
achieve specific objectives described in the regulation.96 It provides that servicers’ policies and 
procedures shall be reasonably designed to facilitate the sharing of accurate and current 
information regarding the status of any evaluation of a borrower’s loss mitigation application 
and the status of any foreclosure proceeding among appropriate servicer personnel, including 
service provider personnel responsible for handling foreclosure proceedings.97

Some servicers had policies and procedures to notify foreclosure counsel to stop all legal fillings 
only after the servicer had sent borrowers the notice acknowledging receipt of a complete loss 
mitigation application, which may be sent to a consumer up to five days after receipt of their 
application. This represents a failure to facilitate the sharing with its service providers of 
accurate and current information regarding the status of borrowers’ loss mitigation applications.
Because the servicers did not inform foreclosure counsel that a complete loss mitigation 
application had been submitted until it sent the loss mitigation acknowledgement notice, they 
failed to maintain policies and procedures reasonably designed to achieve the objective of 12 
C.F.R. § 1024.38(b)(3)(iii). In response to these findings, servicers updated their policies and 
procedures. 

94 12 C.F.R. § 1024.41(f)(2)(i). 
95 12 C.F.R. § 1024.41(f)(2)(i).
96 12 C.F.R. §1024.38(a), (b). 
97 12 C.F.R. 1024.38(b)(3)(iii). 
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2.7.2 Misrepresentations regarding foreclosure timelines
Regulation X’s requirements related to loss mitigation applications do not apply to consumers 
submitting additional loss mitigation applications under certain circumstances. Specifically, 
they do not apply where a servicer has previously complied with the regulation’s loss mitigation 
requirements for a complete loss mitigation application and the borrower has been delinquent 
at all times since submitting the prior complete application.98    

Some servicers failed to adopt appropriate policies and procedures for responding accurately to 
such repeat loss mitigation applications.  Examiners identified a deceptive practice when 
servicers represented to borrowers that they would not initiate a foreclosure action until a 
specified date, but nevertheless initiated a foreclosure prior to that date. These servicers 
maintained a policy of using model communications for all borrowers that included language 
reflecting Regulation X protections for borrowers submitting loss mitigation applications 
regardless of whether Regulation X protections actually applied to those borrowers. Examiners 
identified loss mitigation files where the servicers specifically indicated in letters that they would 
not initiate a foreclosure action until a specific date. Examiners noted that the date was 
consistent with the timeline that Regulation X would require if the application were protected by 
those provisions.  Nevertheless, the servicers did initiate foreclosure actions prior to that date.  

The inaccurate representations regarding the day foreclosure action would be initiated were 
likely to mislead borrowers into believing that they had more time until foreclosure than they 
actually did.  It was reasonable for consumers to believe these representations since the 
information was provided on multiple loss mitigation related disclosures sent in response to the 
application. The representations were material because borrowers plan how they will obtain 
and when they will send necessary documents, and what actions they will take regarding their 
delinquent mortgages, based on the information provided – including the timeline for 
foreclosure. In response to these findings, servicers updated the information contained in 
letters sent to consumers.

2.7.3 Failure to consider PMI termination date during annual 
escrow analysis

Regulation X requires servicers to conduct an annual escrow analysis, in which they estimate the 
disbursement amounts of escrow account items.99 If the servicer “knows the charge” for an item
“in the next computation year,” then it “shall use that amount” in its estimate. 100  Servicers 

98 12 C.F.R. § 1024.41(i).
99 12 C.F.R. § 1024.17(c)(3). 
100 12 C.F.R. § 1024.17(c)(7).
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violated the requirements of 12 C.F.R. § 1024.17(c)(7) by including in the annual escrow analysis
a full year of PMI disbursements, despite knowing that PMI would be charged for only part of 
the year.

PMI, when required, is automatically terminated when the principal balance of the mortgage
loan reaches 78 percent of the original value of the property based on the amortization schedule,
as long as the borrower is current. Examiners found that one or more servicers’ systems 
maintain all relevant information to determine the termination date. Therefore, these servicers 
“know” that the charges for PMI will not last a full twelve months and will terminate before the 
end of the escrow year.  Because the servicers know the charges for PMI will terminate for 
certain mortgages, including PMI charges after the termination date in the annual escrow 
analysis violates 12 C.F.R. § 1024.17(c)(7). In response to these findings, the servicers began 
considering the PMI termination information in their systems while conducting the annual 
escrow analysis. 

2.8  Payday Lending
The Bureau’s Supervision program covers entities that offer or provide payday loans.  
Examinations of these lenders identified deceptive acts or practices. 

2.8.1 Misrepresentations regarding an intent to sue 
Examiners found that lenders engaged in deceptive acts or practices in violation of the CFPA 
when they sent delinquent borrowers collection letters stating an “intent to sue” if the consumer 
did not pay the loan.101 Examiners found the representations misled or were likely to mislead 
consumers, and that consumers’ interpretations were reasonable. A reasonable borrower could 
understand the letters to mean that the lender had decided it would sue if a borrower did not 
make payments as required by the letter. In fact, the lenders had not decided prior to sending 
the letters that they would sue if borrowers did not pay, and in most cases did not sue borrowers 
who did not pay. The representations were material because they could induce delinquent 
borrowers to change their conduct regarding their loans.  For example, consumers may have 
made payments they otherwise would not have, in order to avoid the possibility of suit. In 
response to examination findings, the entities ceased issuing letters stating an intent to sue 
where such a determination had not already been made, and enhanced collections 
communication-related policies and procedures, training, and monitoring.

101 12 U.S.C. §§ 5531, 5536(a)(1)(B).

Q3 2021 Update - Page 216



2.8.2 Misrepresentations that no credit check will be 
conducted 

Examiners observed that lenders engaged in a deceptive act or practice in violation of the CFPA 
when they falsely represented on storefronts and in photos on proprietary websites that they
would not check a consumer’s credit history. In fact, the lenders used consumer reports from at 
least one consumer reporting agency in determining whether to extend credit. It was reasonable 
for a consumer to interpret the representations as meaning that the lenders would not check a 
consumer’s credit history when deciding whether to extend credit, and the representations were 
material because they were likely to affect consumers’ conduct with respect to applying for
loans. Prospective customers may have had concerns about their credit histories and ability to 
obtain credit, and consequently made a different choice.  Moreover, storefront advertising 
claims were express and presumed material. In response to these findings, the lenders ceased 
making misleading representations on signage at branch locations and websites, and 
implemented enhanced advertising oversight.

2.8.3 Deceptive presentation of repayment options to 
borrowers contractually eligible for no-cost repayment 
plans

When consumers indicated an inability to repay their payday loans, lenders engaged in a 
deceptive act or practice by presenting payment options to consumers in a manner that misled 
or was likely to mislead them. Examiners found that, as a result of the institutions’ process of 
presenting fee-based refinance options to struggling borrowers while withholding information 
about contractually available no-cost repayment plan options, many consumers entered into fee-
based refinances despite being eligible for a no-cost repayment option.   

The presentation of payment options misled, or was likely to mislead, consumers into believing 
that there was not a no-cost installment repayment option despite the loan agreements 
providing for one. Consumers may have also been misled into believing that a no-cost option 
was only available if the consumers first rejected or were found ineligible for other options, such 
as a fee-based refinance. A consumer’s misunderstanding of their repayment options would be 
reasonable in light of the fact that the consumers who elected these other options were not told 
about the no-cost repayment plan option by the institution at the time that the consumers 
expressed difficulty repaying their loans.  The institutions’ misleading practice was material 
because it caused consumers to incur fees, such as for refinances, that could have been avoided 
had they been aware of their contractual right to a no-cost repayment option.
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2.9  Private education loan origination
The Bureau has supervisory authority over entities that offer or provide private education 
loans.102  The Bureau examines private education loan origination activities for compliance with 
applicable Federal consumer financial laws, including assessing whether entities have engaged 
in any unfair, deceptive, or abusive acts or practices prohibited by the CFPA. Examinations of 
these entities identified at least one deceptive act or practice.

2.9.1 Deceptive marketing regarding private education loan 
rates

Examiners found that entities engaged in a deceptive act or practice103 by (1) advertising rates 
“as low as” X%, (2) disclosing certain conditions to obtain that rate (e.g., the borrower must 
make automatic payments and the rate was available only for applications filed by a date 
certain), and (3) omitting that a borrower’s rate would depend on their creditworthiness.  
Examiners determined that the net impression of the marketing materials misled or was likely 
to mislead consumers to believe the “as low as” rate was available regardless of creditworthiness.
The consumers’ interpretation of such representations was reasonable under the circumstances 
and the entities’ misleading representations were material to consumers’ decisions to apply for a 
private education loan because it could impact the consumer’s decision to apply for or take the 
loan.  As a result, the entities have removed the phrase “as low as” from its marketing materials 
and, rather, advertises the entire range of rates (e.g., “X.XX% - YY.YY%”).  Also, each entity 
involved now discloses that the lowest rates are only available for the most creditworthy 
applicants, in addition to other disclosures. 

2.10 Student Loan Servicing
The Bureau continues to examine student loan servicing activities, primarily to assess whether 
entities have engaged in any unfair, deceptive or abusive acts or practices prohibited by the 
CFPA. Examiners identified three types of misrepresentations servicers made regarding 
consumer eligibility for the Public Service Loan Forgiveness (PSLF) program.  Examiners also 
identified two unfair acts or practices related to failure to reverse negative consequences of 
automatic natural disaster forbearances and an unfair act or practice related to failing to honor 
consumer payment allocation instructions.  Additionally, examiners continued to find that 

102 12 U.S.C. § 5514(a)(1)(D).
103 12 U.S.C. §§ 5531 and 5536(a)(1)(B).
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servicers engaged in unfair acts or practices related to providing inaccurate monthly payment 
amounts to consumers after a loan transfer, as previously discussed in Supervisory 
Highlights. 104

2.10.1 Public service loan forgiveness
PSLF may provide significant relief for consumers that work at 501(c)(3) nonprofits; 
government organizations; or other types of non-profit organizations that provide certain types 
of qualifying public services. Under the program, consumers that make 120 qualifying
payments on their Direct Loans while working for an eligible employer and repaying under an 
eligible repayment plan may have the balance of their loans forgiven. There is significant 
confusion about eligibility for PSLF, which is further complicated by the relative complexity of 
student loan types and terms. Consequently, examiners observed borrowers with Federal 
Family Education Loan Program (FFELP) loans requesting information from servicers about 
their eligibility for PSLF or inquiring about terms of the program.  

While FFELP loans are not initially eligible for PSLF, FFELP borrowers can consolidate into a 
Direct Consolidation Loan, which is eligible. Once consolidated, the consumer can start making 
eligible payments toward the 120 needed for forgiveness. Direct Consolidation Loan borrowers 
are also eligible for other benefits like improved income-driven repayment options, while their 
FFELP loan counterparts are not. 

Examiners observed that servicers regularly provide FFELP borrowers information about PSLF.
Examiners found that servicers regularly provided inaccurate information about eligibility for 
PSLF or Direct Consolidation Loans, resulting in deceptive acts or practices described below.

2.10.2  Misrepresenting the effect of employer certification       
forms

In examinations of student loan servicers, examiners identified a deceptive act or practice where 
servicer employees represented to FFELP loan borrowers that they could submit their employer 
certification forms (ECF) to receive a determination on whether their employers are eligible 
employers for PSLF.  Yet under PSLF program guidelines, FFELP borrowers who submit an ECF 
prior to consolidation into a Direct Loan will be rejected, without any determination about 
employer eligibility.

104 Supervisory Highlights, Issue 21, Winter 2020.
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The servicers’ representations are likely to mislead borrowers into believing that they should 
submit an ECF prior to consolidation to receive confirmation that their employers are eligible.
Consumers’ interpretation was reasonable under the circumstances and they were likely to be 
misled by the servicers’ representations, given the specificity of agents’ statements and the fact 
that agents routinely provided information about the PSLF program. FFELP borrowers were 
likely interested in entering the PSLF program as soon as possible, so that they could begin 
making the 120 payments required for forgiveness.  The agents’ information was material 
because it was likely to affect FFELP borrowers’ conduct in taking the steps necessary to enter 
PSLF—most notably, consolidating their loans—and could delay these borrowers’ entry into the 
program by the time it takes to go through the ECF process.  

2.10.3  Misrepresenting eligibility of FFELP loans for PSLF
Examiners found that servicers engaged in a deceptive act or practice by advising borrowers 
with FFELP loans that the loans could not become eligible for PSLF. 

Consumers with FFELP loans can consolidate their loans into a Direct Consolidation Loan and 
become eligible for PSLF.  Examiners found that during calls servicers represented to consumers 
with FFELP loans that they had no potential course of action to become eligible for PSLF. This 
representation was likely to mislead consumers because, in fact, their loans could become 
eligible through consolidation. Consumers’ interpretation was reasonable under the 
circumstances because they reasonably believed that they had made their interest in eligibility 
for PSLF clear, and reasonably interpreted the servicers’ representations to mean that they could 
not take steps to qualify for PSLF. The representations were material because consumers called 
to inquire about loan forgiveness and if they had received accurate information may have taken 
steps to convert their FFELP loans to Direct Loans. 

2.10.4  Misrepresenting employer types eligible for PSLF
Examiners found that servicers risked engaging in a deceptive act or practice by informing 
borrowers interested in the PSLF program that they are only eligible if their employer is a 
nonprofit. The PSLF program provides loan forgiveness for eligible federal student loans after 
ten years of payments by consumers who meet certain requirements, including that they work 
for a qualifying employer. Qualifying employers include local, state, federal or tribal 
government entities; 501(c)(3) nonprofits; and or other types of non-profit organizations that 
provide certain types of qualifying public services. Servicers stated in calls that consumers could
be eligible for PSLF if they worked for nonprofits but did not mention that government 
employees and other types of employees are also eligible. This statement created the net 
impression that only employees of nonprofits were eligible. This was likely to mislead 
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consumers, because other employment types are also eligible. This was a reasonable 
interpretation under the circumstances because servicers routinely provide consumers with 
information about eligibility for various programs.  Finally, the representation was material to 
eligible consumers’ decision regarding whether to pursue PSLF. As a result of examiner 
findings, the servicers implemented a new training program for agents.

2.10.5  Failure to reverse the consequences of automatic 
natural disaster forbearances

Examiners identified unfair practices related to enrollment in natural disaster forbearances at 
entities servicing private student loans. Generally, student loan borrowers become eligible for a 
natural disaster forbearance when they, or their cosigners, reside in a zip code impacted by a 
declared natural disaster. In most situations this forbearance is opt-in, allowing consumers to 
contact their servicer and request the payment relief. However, at some servicers, examiners 
identified that certain populations of loans were automatically enrolled in the forbearance 
without a specific request from the consumer – even if they were otherwise current on their 
loans. Within this subset of consumers whose accounts were automatically placed into a natural
disaster forbearance, examiners identified two unfair practices.  

First, examiners noted that despite the natural disaster declaration, some consumers did not 
want to be enrolled in the forbearance and requested to return to repayment. Often consumers 
identified negative consequences of forbearance and complained to their servicer about 
enrollment. For example, forbearance resulted in certain consumers losing payment incentives 
such as interest rate reductions for making on-time payments. It also resulted in consumers
accruing unpaid interest during the period. And following a consumer complaint, one servicer 
failed to reverse the consequences of these unwanted automatic forbearances.  

Second, at one servicer, enrollment in the automatic forbearance resulted in unenrollment of 
borrowers in the auto-debit program completely.  In other words, auto-debit did not resume 
when these forbearances ended following cancelation of the forbearance or the regular 
termination of the forbearance period.  This resulted in consumers becoming past due on the 
loan when they believed that their payments had been automatically debited.  

Consumers could not reasonably avoid the injury from either practice because the natural 
disaster forbearance was placed on their accounts automatically. Even where consumers 
recognized the forbearance was placed and contacted their servicer to opt-out, the servicers 
failed to fully reverse the consequences of the action.  For consumers who explicitly do not want 
a natural disaster forbearance, the injuries were not outweighed by countervailing benefits to 
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consumers or competition. The servicers have ceased automatically enrolling consumers in 
natural disaster forbearances. 

2.10.6  Inaccurate monthly payment amounts after servicing              
transfer

Examiners found that servicers engaged in an unfair act or practice by failing to waive or refund 
overcharges they assessed after loan transfers.  In previous editions of Supervisory Highlights,
the Bureau has discussed other findings related to inaccurately billed amounts after loan 
transfers. 

More specifically, consumers had enrolled in Income-Based Repayment (IBR) plans that 
lowered their student loan payment to a percentage of their discretionary income. When the 
loans were transferred to new servicers, they did not honor the terms of the IBR plan and sent 
consumers periodic statements listing inaccurate payment amounts, and in some instances, 
initiated automatic electronic debits in the incorrect amount. The servicers notified consumers 
of the error but did not refund or offer to refund any overpayments. 

The conduct caused or was likely to cause substantial injury to consumers because the servicers 
required payments in excess of the amount required under the terms of the consumers’ IBR 
plans. Consumers could not reasonably avoid the injury because they relied on the servicers’ 
calculations and representations in the periodic statements. Further, the servicers did not 
provide refunds to consumers if they requested refunds of the overpayments. The injury from 
this activity is not outweighed by the countervailing benefits to consumers or competition. For 
example, the benefits to consumers or competition from avoiding the cost of better monitoring 
of servicing transfers between entities would not outweigh the substantial injury to consumers. 
In response to the examination findings, these servicers added additional controls to their loan 
onboarding process.

2.10.7  Failure to honor payment allocation instructions 
Most servicers handle multiple student loans for one borrower in combined student loan 
accounts.  Servicers bill borrowers for the sum of the minimum monthly payments for each loan.  
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Examiners found that servicers engaged in an unfair practice by failing to follow borrowers’ 
explicit standing instructions regarding payment allocation.105

Examiners found that certain accounts contained at least one incorrectly applied payment.  The 
failure to follow payment instructions resulted in borrowers paying more over the life of their 
loans or experiencing lost or delayed borrower benefits, such as co-signer release.  Consumers 
were unable to reasonably avoid the injury because they relied on the servicers’ representation 
that they would allocate payments in accordance with the instructions provided.  Finally, the 
injury from these errors is not outweighed by the countervailing benefits to consumers or 
competition. In response to these findings, services implemented new training and additional 
monitoring of payment allocation instructions. 

105 The Bureau has previously discussed payment allocation practices in Supervisory Highlights, Issue 9, Fall 2015 
and Issue 10, Winter 2016. 
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3. Supervisory program
developments

3.1.1 CFPB and NCUA enter into a MOU
The CFPB and the National Credit Union Administration (NCUA) announced a Memorandum of 
Understanding (MOU) agreement to improve coordination between the agencies related to the 
consumer protection supervision of credit unions with over $10 billion in assets.106

The MOU better facilitates coordinated examinations to reduce redundancy and unnecessary 
overlap. CFPB and NCUA will also share information on training activities and content.  
Finally, the MOU will permit both agencies to share information related to supervisory activities 
and potential enforcement actions.

3.1.2 CFPB issues final rule on the role of supervisory 
guidance 

On January 19, 2021, the CFPB issued a final rule regarding the Bureau’s use of supervisory 
guidance for its supervised institutions.107  The rule codifies the statement, with amendments, 
that the Bureau and other federal financial regulatory agencies issued in September 2018, which 
clarified the differences between regulations and supervisory guidance.

The final rule states that unlike a law or regulation, supervisory guidance does not have the force 
and effect of law and the Bureau does not take enforcement actions or issue supervisory 
criticisms based on non-compliance with supervisory guidance.  Rather, supervisory guidance 
outlines supervisory expectations and priorities, or articulates views regarding appropriate 
practices for a given subject area.

106 The MOU is available at:  https://files.consumerfinance.gov/f/documents/cfpb_ncua-memorandum-of-
understanding_2021-01.pdf

107 The final rule is available at: https://files.consumerfinance.gov/f/documents/cfpb_role-of-supervisory-
guidance_final-rule_2021-01.pdf
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The Bureau collaborated closely with other federal financial regulatory agencies in this 
rulemaking, including by issuing a joint proposal for public comment.

3.1.3 CFPB issues interpretive rule 
On March 9, 2021, the Bureau issued an interpretive rule clarifying that the prohibition against 
sex discrimination under ECOA and Regulation B includes sexual orientation discrimination 
and gender identity discrimination.108  This prohibition also covers discrimination based on 
actual or perceived nonconformity with traditional sex- or gender-based stereotypes, and 
discrimination based on an applicant’s social or other associations.

3.1.4 CFPB rescinds its statement of policy on abusive acts 
or practices

On March 11, 2021, the Bureau announced that it has rescinded its January 24, 2020 policy 
statement, “Statement of Policy Regarding Prohibition on Abusive Acts or Practices.”109

The Bureau intends to exercise its supervisory and enforcement authority consistent with the 
full scope of its statutory authority under the Dodd-Frank Act as established by Congress. 

3.1.5 CFPB rescinds series of policy statements 
On March 31, 2021, the Bureau announced it is rescinding seven policy statements issued last 
year that provided temporary flexibilities to financial institutions in consumer financial markets, 
including mortgages, credit reporting, credit cards and prepaid cards.110 The seven rescissions, 
effective April 1, provide guidance to financial institutions on complying with their legal and 
regulatory obligations. With the rescissions, the CFPB provided notice that it intends to exercise 

108 The interpretive rule is available at: https://files.consumerfinance.gov/f/documents/cfpb_ecoa-interpretive-
rule_2021-03.pdf

109 The Rescission of the Policy Statement is available at: 
https://files.consumerfinance.gov/f/documents/cfpb_abusiveness-policy-statement-consolidated_2021-03.pdf

110 The rescinded policies include: Statement on Bureau Supervisory and Enforcement Response to COVID-19 
Pandemic (March 26, 2020); Statement on Supervisory and Enforcement Practices Regarding Quarterly Reporting 
Under the Home Mortgage Disclosure Act (March 26, 2020); Statement on Supervisory and Enforcement Practices 
Regarding CFPB Information Collections for Credit Card and Prepaid Account Issuers (March 26, 2020); Statement 
on Supervisory and Enforcement Practices Regarding the Fair Credit Reporting Act and Regulation V in Light of the 
CARES Act (April 1, 2020); Statement on Supervisory and Enforcement Practices Regarding Certain Filing 
Requirements Under the Interstate Land Sales Full Disclosure Act (ILSA) and Regulation J (April 27, 2020); 
Statement on Supervisory and Enforcement Practices Regarding Regulation Z Billing Error Resolution Timeframes in 
Light of the COVID-19 Pandemic (May 13, 2020); Statement on Supervisory and Enforcement Practices Regarding 
Electronic Credit Card Disclosures in Light of the COVID-19 Pandemic (June 3, 2020).
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the full scope of the supervisory and enforcement authority provided under the Dodd-Frank 
Act.111

3.1.6 Bureau issues bulletin regarding changes to 
supervisory communications  

On March 31, 2021, the Bureau issued a bulletin to announce changes to how its examiners 
articulate supervisory expectations to supervised entities in connection with supervisory 
events.112 The bulletin states that the CFPB will continue to issue Matters Requiring Attention 
(MRAs), explains the circumstances under which it will do so, and announces that the CFPB will 
discontinue use of Supervisory Recommendations. This new bulletin rescinds and replaces 
CFPB Bulletin 2018-01 (September 25, 2018).

3.1.7 CFPB compliance bulletin warns mortgage servicers: 
unprepared is unacceptable

On April 1, 2021, the Bureau warned mortgage servicers to take all necessary steps to prevent a 
wave of avoidable foreclosures this fall. 113 Millions of homeowners currently in forbearance will 
need help from their servicers when the pandemic-related federal emergency mortgage 
protections expire this summer and fall. Servicers should dedicate sufficient resources and staff 
to ensure they are prepared for a surge in borrowers needing help.  The CFPB will closely 
monitor how servicers engage with borrowers, respond to borrower requests, and process 
applications for loss mitigation. The CFPB will consider a servicer’s overall effectiveness in 
helping consumers when using its discretion to address compliance issues that arise.

111 The rescission also announces that the Bureau does not intend to continue to provide any flexibilities 
afforded entities in specific sections of certain interagency statements. More information is available at: 
https://www.consumerfinance.gov/about-us/newsroom/cfpb-rescinds-series-of-policy-statements-to-ensure-
industry-complies-with-consumer-protection-laws/
112 CFPB Bulletin 2021-01 is available at: https://files.consumerfinance.gov/f/documents/cfpb_bulletin_2021-

01_changes-to-types-of-supervisory-communications_2021-03.pdf
113 The Compliance Bulletin is available at: https://files.consumerfinance.gov/f/documents/cfpb_bulletin-2021-
02_supervision-and-enforcement-priorities-regarding-housing_WHcae8E.pdf
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3.1.8 Bureau issues interim final rule on FDCPA
On April 19, 2021, the Bureau issued an interim final rule in support of the Centers for Disease 
Control and Prevention (CDC)’s eviction moratorium.114 The CFPB’s rule requires debt 
collectors to provide written notice to tenants of their rights under the eviction moratorium and 
prohibits debt collectors from misrepresenting tenants’ eligibility for protection from eviction 
under the moratorium. The CDC established the eviction moratorium to protect the public 
health and reduce the spread of the Coronavirus. Debt collectors who evict tenants who may 
have rights under the moratorium without providing notice of the moratorium, or who 
misrepresent tenants’ rights under the moratorium, can be prosecuted by federal agencies and 
state attorneys general for violations of the FDCPA and are also subject to private lawsuits by 
tenants. 

114 The interim final rule is available at: https://files.consumerfinance.gov/f/documents/cfpb_debt_collection-
practices-global-covid-19-pandemic_interim-final-rule_2021-04.pdf

    Information about the CDC’s eviction moratorium is available at: https://www.cdc.gov/coronavirus/2019-
ncov/more/pdf/CDC-Eviction-Moratorium-03292021.pdf  
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4. Remedial Actions

4.1  Public enforcement actions
The Bureau’s supervisory activities resulted in and supported the following public enforcement 
actions. 

4.1.1 TD Bank, N.A. 
On August 20, 2020, the Bureau announced a settlement with TD Bank, N.A. (TD Bank)
regarding its marketing and sale of its optional overdraft service: Debit Card Advance (DCA).115

TD Bank is headquartered in Cherry Hill, New Jersey, and operates about 1,250 locations 
throughout much of the eastern part of the country. The Bureau found that TD Bank’s overdraft 
enrollment practices violated EFTA and Regulation E by charging consumers overdraft fees for 
ATM and one-time debit card transactions without obtaining their affirmative consent, and that 
TD Bank engaged in deceptive and abusive acts or practices in violation of the CFPA.

The Bureau specifically found that TD Bank charged consumers overdraft fees for ATM and one-
time debit card transactions without obtaining their affirmative consent in violation of EFTA 
and Regulation E, both after new customers opened checking accounts at TD Bank branches and 
after new customers opened checking accounts at events held outside of bank branches.

The Bureau further found that when describing DCA to new customers, TD Bank deceptively 
claimed DCA was a “free” service or benefit or that it was a “feature” or “package” that “comes 
with” new consumer-checking accounts. In fact, TD Bank charges customers $35 for each 
overdraft transaction paid through DCA and DCA is an optional service that does not come with 
a consumer-checking account. When TD Bank enrolled some consumers in DCA over the 
phone, TD Bank deceptively described DCA as covering transactions unlikely to be covered by 
DCA. In some instances, TD Bank engaged in abusive acts or practices by materially interfering 
with consumers’ ability to understand DCA’s terms and conditions. In some cases, TD Bank 
required new customers to sign its overdraft notice with the “enrolled” option pre-checked, 
without mentioning the DCA service to the consumer at all; enrolled new customers in DCA 
without requesting the customer’s oral enrollment decision; and deliberately obscured, or 

115 The consent order can be found at: https://files.consumerfinance.gov/f/documents/cfpb_td-bank-na_consent-
order_2020-08.pdf  
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attempted to obscure, the overdraft notice to prevent a new customer’s review of their pre-
marked “enrolled” status in DCA.

To provide relief for consumers affected by TD Bank’s unlawful overdraft enrollment practices, 
the Bureau’s consent order requires TD Bank to provide an estimated $97 million in restitution 
to about 1.42 million consumers. TD Bank must also pay a civil money penalty of $25 million. 
The consent order also requires TD Bank to correct its DCA enrollment practices, stop using 
pre-marked overdraft notices to obtain a consumer’s affirmative consent to enroll in DCA, and 
adopt policies and procedures designed to ensure that TD Bank’s furnishing practices 
concerning nationwide specialty consumer reporting agencies comply with all applicable Federal 
consumer financial laws.

4.1.2 Sigue Corporation 
On August 31, 2020, the Bureau entered into a consent order with Sigue Corporation and its 
subsidiaries, SGS Corporation and GroupEx Corporation.116 Sigue and its subsidiaries, which 
are all headquartered in Sylmar, California, provide consumers with international money-
transfer services, including remittance-transfer services.  

The Bureau’s investigation of Sigue and its subsidiaries found that between 2013 and 2019, they 
violated EFTA and the Remittance Transfer Rule. Specifically, the Bureau found that Sigue and 
its subsidiaries failed to refund transaction fees when they did not make funds available by the 
disclosed date of availability, and they failed to inform consumers of the remedies available for 
remittance errors. When Sigue and its subsidiaries investigated remittance errors, they failed to 
report to consumers in writing the results of their investigations into transaction errors or 
consumers’ rights as required by the Remittance Transfer Rule. Sigue and its subsidiaries also 
failed to develop and maintain adequate written policies and procedures designed to ensure 
compliance with certain Remittance Transfer Rule error-resolution requirements and failed to 
comply with several Remittance Transfer Rule disclosure requirements.

The consent order against Sigue and its subsidiaries requires them to pay about $100,000 in 
consumer redress and a $300,000 civil money penalty. They must also implement and 
maintain written policies and procedures designed to ensure compliance with the Remittance 
Transfer Rule and maintain a compliance-management system that is designed to ensure that 
their operations comply with the Remittance Transfer Rule, including conducting training and 

116 A copy of the consent order is available at: https://files.consumerfinance.gov/f/documents/cfpb_sigue-
corporation_consent-order_2020-08.pdf  
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oversight of all agents, employees, and service providers, and not violating the Remittance 
Transfer Rule in the future.

4.1.3 Lobel Financial Corporation 
On September 21, 2020, the Bureau issued a consent order against Lobel Financial Corporation
(Lobel), an auto-loan servicer based in Anaheim, California.117  The Bureau found that Lobel 
engaged in unfair practices with respect to its Loss Damage Waiver (LDW) product, in violation 
of the CFPA.  When a borrower has insufficient insurance, rather than force-placing CPI, Lobel 
places the LDW product, which is not itself insurance, on borrower accounts and charges a
monthly premium.  The LDW product provides that Lobel will pay for the cost of covered repairs 
and, in the event of a total vehicle loss, cancel the borrower’s debt.  The Bureau’s investigation 
found that, since 2012, Lobel charged customers LDW premiums after they had become ten-
days delinquent on their auto loans but did not provide them with LDW coverage.  The Bureau 
also found that Lobel charged some customers LDW-related fees that Lobel had not disclosed in 
its LDW contract. The Order requires Lobel to pay $1,345,224 in consumer redress to 
approximately 4,000 harmed consumers and a $100,000 civil money penalty. The consent 
order also prohibits Lobel from failing to provide consumers with LDW coverage or similar 
products or services for which it has charged consumers or from charging consumers fees that 
are not authorized by its LDW contracts.

4.1.4 Envios de Valores La Nacional Corp.
On December 21, 2020, the Bureau announced a consent order with Envios de Valores La 
Nacional Corp. (La Nacional) based on the Bureau’s finding that La Nacional violated EFTA and 
the Remittance Transfer Rule.118 La Nacional is a large remittance transfer provider 
incorporated in New York and licensed in 15 states and the District of Columbia. La Nacional 
sent $2.2 billion in remittance transfers between November 2016 and April 2018 from the 
United States to recipients in several countries in Central America, South America, the 
Caribbean, and Africa.

The Bureau found that, since the 2013 effective date of the Remittance Transfer Rule, La 
Nacional has engaged in thousands of violations of the Remittance Transfer Rule. Specifically, 

117 A copy of the consent order is available at: https://files.consumerfinance.gov/f/documents/cfpb_lobel-financial-
corporation_consent-order_2020-09.pdf

118 The consent order is available at: https://files.consumerfinance.gov/f/documents/cfpb_envios-de-valores-la-
nacional-corp_consent-order_2020-12.pdf
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the Bureau’s investigation found that La Nacional violated EFTA and the Remittance Transfer 
Rule by failing to honor cancellation requests and failing to refund certain fees and taxes when 
funds were not available on time. The Bureau also found that La Nacional has failed to maintain 
appropriate error resolution policies and procedures, to adhere to error resolution 
requirements, and to provide consumers with reports of investigation findings. The Bureau 
further found that La Nacional has failed to treat international bill pay services as remittance 
transfers and to make proper disclosures in numerous instances.

The consent order requires La Nacional to pay a $750,000 civil money penalty and imposes 
requirements to prevent future violations.  Under the terms of the consent order, in addition to 
paying a penalty, La Nacional must adopt a compliance plan to ensure that its remittance 
transfer acts and practices comply with all applicable Federal consumer financial laws and the 
consent order.

Q3 2021 Update - Page 231



R E M O V I N G  B A R R I E R S  T O  F I N A N C I A L  I N C L U S I O N

FACT SHEET
“Project REACh convenes those with the ability to help reduce inherent and structural obstacles so underserved 

populations have the same opportunities to succeed and benefit from the nation’s financial system as others.”

— Acting Comptroller of the Currency Michael J. Hsu

The Project REACh Approach
• REACh (Roundtable for Economic Access and Change) brings together leaders from banking, business, 

•

previously left out of the system, to pursue their American dreams.

•

•

What We Do
•

the economy to help expand access to credit and capital. These barriers include:

• Nearly 50 million people in the United States have no usable credit scores, making credit less 
accessible and more expensive for them. Establishing alternative credit scoring methods that 

•

•

landscape and important resources to their communities.

• Small businesses serve as engines for the economy, but resources to support their expansion 
are limited. Project REACh focuses on collaborative efforts to build and support entrepreneurs 

enterprises and entrepreneurs from rural and Native communities. Q3 2021 Update - Page 232



Where We’re Going
• The goals of Project REACh are to:

• Establish an alternative credit scoring method that regulators recognize as a safe, fair tool to 

•
renovation loans.

•

• Project REACh aims to achieve several national changes and to successfully implement many local 

National Projects
 • INCLUSION FOR CREDIT INVISIBLES: Nearly 50 million Americans—disproportionately including poor 

and minority Americans—lack a credit score and cannot obtain mortgages, credit cards, or other lending 

economic access for millions.

 • REVITALIZATION OF MINORITY DEPOSITORY INSTITUTIONS (MDIs):  The number of MDIs has 

largely minority communities. Partnerships among MDIs and other banks can provide a stable source of 
capital and investment and provide training, exchange programs, and mentorship to MDI executives and 
board members. 

 • AFFORDABLE HOUSING: A recent analysis of home mortgage data found the ability to access credit and 

 • ACCESS TO CAPITAL FOR SMALL AND MINORITY-OWNED BUSINESSES:

 
Local Projects
• Local approaches for this initiative focus on developing regional solutions to reduce barriers to economic 

occ.gov/REACh  |  REACh@occ.treas.gov

Project REACh R O U N D TA B L E  F O R  E C O N O M I C  A C C E S S  A N D  C H A N G E
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Roundtable for 
Economic Access 
and Change

 A  LO O K B A C K AT  
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P R O J E C T  R E A C h  
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PROJECT REACh: A Look Back at the First Year 1

PROJECT REACh: 

REMOVING BARRIERS
TO FINANCIAL

INCLUSION
By Michael J. Hsu, Acting Comptroller of the Currency

P
roject REACh has achieved 

year, thanks to the efforts of 

and urge them to think big and 
act boldly because their work is 

now. Over time, their collaboration 
will reduce structural barriers 

underserved individuals and small 

This newsletter looks back on 

The articles highlight emerging 

inclusion for communities of color 

achieved by four 
workstreams: (1) Alternative Credit 
Scoring Utility; (2) Affordable 

While these workstreams are 

economic inclusion benefits from 

suggestions for overcoming 

unique economic barriers in their 

REACh in its first year launched 
a Los Angeles-area workstream 
and in its second year is launching 
regional workstreams in Dallas, 
Detroit, and Washington, D.C.

the following barriers:

» Lack of usable credit scores 
for 45 million individuals and 
inability to access credit.

»
for minorities.

»
for minority-owned small 

as the U.S. economy emerges from 

institutions, which in some minority 
communities may be the only 

families, and small businesses. In 
signing the networks at no cost to customers of partnering minority depository institutions.
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PROJECT REACh: A Look Back at the First Year 2

,

communities they serve.

Engagement, Diverse Segments, 

Wells Fargo and as a Black woman, 

thus far, the OCC wants to thank 
and recognize the good work and 

decades to come.

Revitalizing Minority Depository 
Institutions to Drive Financial 
Inclusion and Access 
By William D. Haas, Project REACh Senior Advisor

P
roject REACh is working to 

institutions (MDI) as critical 

and small businesses in minority 
communities across the nation.1

communities, and they serve as 

otherwise lack trust in the broader 

2 is 

MDIs, better enabling MDIs to 
deliver fair, equal, and full access 

the minority communities they serve.

resources to communities across 

Great Recession began in 2008, 

 MDIs can face 

banks. Challenges include accessing evolving demands for digital banking 
and other services.

Figure 1: 
                Institutions (2008-2020)
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Source: Federal Deposit Insurance Corporation, FDIC-Insured Minority Depository 
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PROJECT REACh: A Look Back at the First Year 3

In December 2020, the OCC 
announced the launch of the 

community, midsize, and large 

invest in and commit resources to 

MDI customers. 

minority communities struggling 

racial wealth and income 
inequalities.4

collaboration. These efforts may 

5

CARVER FEDERAL 
SAVINGS BANK’S 
COLLABORATIONS

Carver Federal Savings Bank 
ranked at the end of 2020 as the 

Black-owned or -managed MDIs.6
Carver has, since its founding 
in Harlem, New York, in 1948, 
continuously served the needs 
of Black communities, whose 
unbanked, underserved residents 
have limited access to mainstream 

year, Carver has received more 

from large banks. Carver has also 
received technical and consulting 

Citibank, Deloitte, and the National 
Bankers Association (NBA). Without 

consulting services, said Michael 

REACh are galvanizing resources 
and stakeholders to come together 
to think about ways to strategically 
solve racial inequities and the wealth 

collaborations with larger banks 

Chase, and other banks have 

model, internal controls, analytics, 

with Valley National Bank were 

than turning customers away, we 
have created solutions to serve 

that of other MDIs serving Black 

thrive and continue to serve the 

said. “We can serve minority 
communities, which is sometimes 

FIRST NATIONAL BANK 
OF OMAHA SUPPORTS 
WOMAN-OWNED MDI

First National Bank of Omaha, 

Nebraska, recently announced 

Bank. This de novo commercial 

economy and advance the role 

in and focused on Chicago, a 
multicultural city where two-thirds 
of the residents are minorities.

women-owned businesses, which 

2018. Chicago boasts the highest 

founders in any city in the world, 

In addition, the First National 
Bank of Omaha has sought to 
collaborate with MDIs serving 
other minority communities, 
including an Asian community in 
California. Some discussions are 
ongoing; others ended without 

gave First National Bank of 
Omaha executives greater 
understanding of the needs of 
MDIs and minority communities 
and how to form effective 

inclusion and access, according 
to Alec Gorynski, First National 

assume you know what a minority 
community or MDI wants and 
needs, but if you listen with 

needs are different than what you 
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STEARNS BANK 
COLLABORATIONS

After joining OCC MDI 
collaboration meetings, Stearns 

Executive Officer Kelly Skalicky 

benefits to her St. Cloud, 

of Whittier, an MDI based in 
Whittier, Calif., Stearns received 

learned how to better serve 
growing minority communities in 
Minnesota. “We have been trying 

more banking services, including 

to the growing Somali and East 
African communities in St. Cloud 

said. The Stearns team was closely 
guided in this effort by Dr. Yahia 

Chairman and Chief Executive 

“It was an amazing learning 

and one of several information 

Stearns also shared with Bank of 
Whittier interest-free home loan 
requests and material on its U.S. 
Small Business Administration 
training and lending. Bank of 
Whittier sent Stearns Bank 

the two banks are discussing 
other information exchanges and 

Board Chairwoman, suggest during 
an OCC MDI Advisory Committee 
meeting collaborating with Texas 

have a hard time recruiting a diverse 

missing out on a lot of talent at TSU 
and other historically Black colleges 

The result: Stearns and Houston-

Future Bankers students for a 

weeks with Stearns and four weeks 
with Southwestern, and eventually, 
other banks doing likewise as they 

seek to build the diverse workforce 

communities across the nation. 

mission, and in MDIs as an essential 

Skalicky said. “As banks, none of us 
can do everything needed to serve 
minority communities, so we have to 

ZIONS AND AMEGY 
BANKS' MDI SUPPORT

to consult with the management 
of Unity Bank, a Houston-based 

“The MDI pledge and Project 

REACh are galvanizing 

resources and stakeholders to 

come together to think about 

ways to strategically solve racial 

inequities and the wealth gap. 

Our collaborations with larger 

banks have been very beneficial 

and added value.”

M I C H A E L P U G H
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executive-level education.

that Amegy has had with Unity 

Sterling, Amegy Bank's Executive 

Commercial Banking Manager. 

and work on a technology 

formalize this work and to take a 

“Amegy Bank has been a long-

Bank of Houston, and their recent 

allow us to continue growing our 

of Unity National Bank of Houston.

Bank, an MDI based in Arcadia, 
Calif., with Zions and Amegy 

on Bank Secrecy Act and anti-

In exchange, the three Amegy 

MDI gained insight from American 

bank serves its Asian community.

“This kind of cross-cultural 

Sterling said. “Conversations 

allowing us to lean in and create 

Expanding Financial Inclusion 
for Credit Invisible Consumers 
and Businesses 
By Grovetta Gardineer, Senior Deputy Comptroller for Bank Supervision Policy

F
mortgages, credit cards, or other 
bank loans. While millions of them 

invisible to credit bureaus and 

Alternative Credit Scoring 
Utility workstream is to identify 
and evaluate models that are 

using alternative data, such as 

Figure 2: Consumers With No Credit History or With 
Unscoreable Credit Record by Race or Ethnicity
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Some banks have worked with 

data to boost the creditworthiness 
of gig workers. Some banks have 

small business owners who fund 
their businesses by maxing out 

qualify for small business loans. 
Funding businesses by maxing out 

of nationally recognized community 
and consumer advocacy 
organizations that are intimately 
familiar with the needs of minority 

the National Urban League, and 

organizations have for decades 

consumers facing challenges with 
credit access through the credit 

One early sign of success: 10 

8

Scoring Utility workstream. The 
banks will factor in information 

banks to increase the chances that, 
even without credit scores, these 

credit cards.

changes in longstanding bank 
underwriting. For decades, banks 
have made underwriting decisions 

borrowing history, as judged by 

consumer creditworthiness.

Modernizing these traditional credit 

9

minority consumers, business 

Minority business owners have 

cards and savings, resulting in 
credit scores that tend to be lower 
than those of nonminority business 
owners.10 There is evidence that 
using data from business bank 
accounts, accounting software, 

conducted by FinRegLab, a 

borrowers.11 To learn more about the 
challenges that minority businesses 

One early sign of success: 10 

large banks plan to launch 

a pilot program this year in 

which they will share data from 

customers’ deposit accounts 

to extend credit to customers 

who have previously lacked 

opportunities to borrow.”

G R OV E T TA G A R D I N E E R
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Increasing Minority  
Homeownership, Affordable  
Housing, and Generational Wealth 
By Barry Wides, Deputy Comptroller for Community Affairs

H individuals and families build 
wealth in the United States. Yet the 

Whites.12 Reducing this racial 

ASSISTANCE 
PROGRAMS FOR LOW 
DOWN PAYMENTS AND 
CLOSING COSTS

are often the greatest barriers to 

REACh, the following three 

(LMI) individuals:

Photo Credit: Hector Batista, Wells Fargo

WELLS FARGO DOWN 
PAYMENT ASSISTANCE 
PROGRAM

The Wells Fargo Foundation re-
launched its NeighborhoodLIFT 

of Alameda, Contra Costa, San
Francisco, San Mateo, Santa
Clara, and Solano. The assistance 

LMI home buyers with no required 

in the Bay Area.

home buyer education and live in 

buyers. This assistance is not tied 
to getting a NeighborhoodLIFT 

NeighborWorks America
in these communities offering 
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NeighborhoodLIFT administers 

LIFT lender. Since 2012, Wells 
Fargo has invested $521 million 
in NeighborhoodLIFT and LIFT 

Americans become homeowners.

WELLS FARGO CLOSING 
COST GRANTS

In late 2020, Wells Fargo 

is available in the District of 

states. These closing cost grants, 

conjunction with a conventional 
or conforming mortgage, 

mortgage guaranteed by the U.S. 

Fargo Home Lending. That 

can be used for a range of closing 

front at mortgage closing.

HUNTINGTON DOWN 
PAYMENT ASSISTANCE 
PILOT PROGRAM

In March 2021, Huntington 

cities: Toledo and Columbus, Ohio; 
Detroit; and Huntington, W.Va. In 
each city, Huntington is working 
with counseling organizations to 

LMI individuals seeking to acquire 
homes in LMI neighborhoods. 
These organizations would also 

the borrowers before loan closing.

which may include gifts or 

assistance, with Huntington 

The combination of these two loans 

avoiding mortgage insurance. The 

events occur, such as home sale 

LMI borrowers in LMI census tracts, 

required closing costs. This usually 
saves borrowers at least $2,000 in 
closing costs.

JPMORGAN CHASE 
HOME BUYER GRANT

a $5,000 grant for home buyers 

through Fannie Mae, Freddie Mac, 
Federal Housing Administration, 

neighborhoods. The grant money 

(subject to investor requirements) or 
closing costs. Customers under the 

receive an additional $500 if they 

counseling agency and qualify for 

Chase achieve its commitment to 
originate an additional 40,000 home 

Additionally, Chase offers $2,500 
grants for home buyers using its 

Mae, Freddie Mac, Federal Housing 
Administration, or Veterans Affairs to 

tract. If the home is located in both a 
Black-majority neighborhood and an 
LMI census tract, the customer will 
receive the greater of the two grants. 

current homeowners, who may 

advantage of historically low interest 

additional 20,000 Black and Latinx 
households achieve lower mortgage 

has committed to $4 billion in 

underserved communities.

communities for sustainable 

Chase will further its work with 
counseling entities across a wide 
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organizations.

OTHER ACTIONS TO 
EXPAND MINORITY 
HOMEOWNERSHIP

EQUITY SHARING FOR DOWN 
PAYMENT:

whether there are circumstances in 
which an equity share model may 

Under an equity share model, a 

would contribute funds for a down 

value of the home. 

CREDIT SCORING: There were 

reliance on credit bureau data in 

inhibits access to mortgage loans 
for minorities who have no or low 
credit scores. Because credit bureau 

such as rent and utilities, credit 

how alternative data that track 

can be used in the mortgage 

SPECIAL PURPOSE CREDIT 
PROGRAMS: The Equal Credit 

to be offered to disadvantaged 

14

to minority home buyers and those 
living in minority communities.

IMPROVING BANK EDUCATION 
AND OUTREACH TO MINORITY 
COMMUNITIES: The workstream is 

home buyer counseling agencies 

hand off denied mortgage 

home buyers make adjustments so 
they can qualify for mortgages.

EXPANDING SUPPLY OF 
ACCESSIBLE HOUSING 
INVENTORY: This workstream 

family homes. Home builders are 

range. The workstream seeks to 

and resell foreclosures and other 

This workstream is also looking at 

for residential use.

BUYER FIXER-UPPERS: The 
workstream seeks to make 
financing more accommodating 

renovation. Making renovations 
on lower-cost homes in some 
distressed communities is 
challenging. Efforts often are 

homes that have undergone 
substantial renovation. The 
lack of good valuations often 

renovation costs exceed the after-

money to bring the loan-to-value 

REACh is looking at valuation 

and whether greater clarity could 

ACCESSORY DWELLING UNITS:

workstream is looking at how rental 
income from accessory dwelling 

affordability. The workstream has 

accessory dwelling units is 
challenging because of underwriting 

not always take into account the 

these units.

SECURITIZATION MARKET 
ISSUES:
are looking into whether 

mortgage securitization market 
that could reduce rates and fees 
for borrowers. One focus is the 
use of the credit risk transfer 
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social governance investors might 
be interested in securities backed 
by mortgage loans to LMI buyers, 
in minority communities, and in 
distressed areas.

VALUATION BIAS: The 
workstream is working to facilitate 

have the valuation information and 
data they need to underwrite their 
loans and manage their risks and 

and free from bias. This workstream 

bias issues through the Interagency 

and Valuation Equity.

INDIAN COUNTRY: Another area of 

throughout Indian Country. 

banks and Native American housing 

intimately familiar with the barriers to 

are identifying solutions. 

Expanding Access to Capital 
for Minority-Owned Small 
Businesses and Entrepreneurs
By Andrew Moss, Director for Minority Outreach

P workstream evaluates models 
and strategies that facilitate loan 

minority-owned businesses.

half of all U.S. workers and are an 

wealth creation, and job creation in 
communities across the nation. Now, 
even as the economy recovers, 
minority-owned small businesses 

these roles in underserved, multi-
challenged, minority communities 

other communities. 

of minority-owned businesses 

several years, but minority-owned 

modest share of small businesses 

small businesses suffered, but 
minority small businesses were 
hardest hit. In early 2020, the total 

number of active businesses fell 

and Latinx businesses fell by 
15
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Small and minority-owned small 

than ever.

very familiar with the challenges 
that minority businesses face. 

minority-owned small businesses 

qualify for bank loans, and instead 
use their consumer credit cards 
to launch and even grow their 

and women-owned businesses 

business credit because of the 

and lower average credit scores.16

Overextending their card limits or 

to fall, which makes qualifying for 

are examining the challenges 
of collateral requirements and 
ways to transition small business 

business identities that meet the 

the resources they need along the 

Some banks have created and 

showcases for minority-owned 

underserved communities to build 

In addition, workstream 

models and strategies to 

consortium lending to minority 

consortium models in which 

agricultural businesses and 

and industries, such as clean 
energy and broadband, in rural and 
Native communities.

have evaluated models using 
alternative consumer credit data 

access for minority-owned small 

access for minority businesses. 

A growing number of banks have 

access for minority individuals and 

18

Los Angeles regional workstream 
are evaluating how they might 

to minority small business 

Angeles area. So the regional 

ZIONS’ SMALL  
BUSINESS DIVERSITY 
BANKING PROGRAM

On May 14, 2021, Zions 

Business Diversity Banking 

women-, minority-, and veteran-
owned businesses may qualify 
for loans or lines of credit under a 

allows eligible small business 

revenues below $10 million to 

Arizona, California, Colorado, 
Idaho, Nevada, New Mexico, 
Oregon, Texas, Utah, or Wyoming. 

small businesses may qualify for 
loans or lines of credit under a 

that match those of conventional 
small business loans.

Zions cited research showing that 
women-, minority-, and veteran-
owned businesses may be less likely 

for credit under customary bank 
standards of creditworthiness, they 
are more likely to be declined or to 
receive credit with less favorable 
terms. To increase the availability of 

relaxes the underwriting standards 
for small business term loans and 
lines of credit in areas including 
credit score, leverage, and liquidity. 

targeted businesses by offering 
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Commercial Banking Manager for 

days is on engaging and training 

broadly by engaging community 

interested in identifying ways 

clearly a motivator and gave us 
reassurance that we were on the 

Having Project REACh interested 

in identifying ways to expand 

financial access was clearly 

a motivator and gave us 

reassurance that we were on the 

right track with a program the 

market needs.”

J E VA U G H N S T E R L I N G

Commercial Banking Manager
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N O T E S 

as any national bank or federal savings association that (1) is not a U.S. subsidiary of a foreign-owned bank; and 

Americans), women, or socially and economically disadvantaged individuals. With regard to mutual federal savings
associations, the OCC may consider a mutual federal savings association an MDI if (1) the majority of the board of

2. Refer to the  for more information and resources.

4. Refer to “

agencies of foreign banking organizations.

6. Broadway Federal Bank of Los Angeles and City First Bank of Washington, D.C., announced in August

8. Refer to “

9. For more information, see “Interagency Statement on the Use of Alternative Data in Credit Underwriting
December 20, 2019.

10. Refer to “
of Atlanta, December 2019.

11. Refer to “The Use of Cash-Flow Data in Underwriting Credit

Quarter 2021

NeighborWorks America.

15. Refer to “

16. Refer to “
of Atlanta, December 2019.
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Older adults may have unique financial challenges during the coronavirus 
pandemic. These challenges can include being targeted by scammers and 
experiencing separation from family and financial caregivers who help them to 
manage their money. Others may be facing tough choices before and during 
retirement. This resource can help you avoid scams and plan for the future. 

Part I: COVID-19 scams
Scammers take advantage of people during times of stress, fear, and uncertainty. Be aware of scams 
related to COVID-19. Help spread the word and keep those you care about from falling for a scam, 
regardless of their age or health status. 

Here are some examples of scams. 
Coronavirus Healthcare Scams—Be on the lookout for fake vaccines, test kit offers, or air 
filter systems. 

Errand Helper Scams—Scammers offer help with errands, then run off with the money. Older 
adults should try to find a trusted friend or neighbor. Caregivers should check in by phone or 
video chat and ask questions. 

“Person in Need” Scams—Scammers can pose as a grandchild, relative or friend who claims 
to be ill, stranded in another state or country, or otherwise in trouble, and asks you to send 
money. Don’t send money unless you are sure the real person contacted you. 

Scams Targeting Social Security Benefits—Scammers may mislead people into believing 
they need to provide personal information or pay by gift card, wire transfer, internet currency, 
or by mailing cash to maintain regular benefit payments. Any communication that says the 
Social Security Administration (SSA) will suspend or decrease your benefits due to COVID-19 
is a scam, whether you receive it by letter, text, email, or phone call. 

Coronavirus Charity Scams—Never pay by cash, gift card or money transfer. Visit the 
organization’s website directly. Be wary of charities calling you for donations. 

COVID-19 Government Imposter Scams—Many of us are paying close attention to the 
guidance from federal, state, and local governments during this COVID-19 health emergency. 
Unfortunately, scammers are also paying attention. Some are even pretending to be affiliated 
with the government just to scam you out of money.

Unemployment Benefit Scams—Scammers may try to use your personal information to 
claim unemployment benefits. Some people have reported receiving prepaid cards in the 
mail with unemployment benefits that they didn’t apply for. Others have reported suspicious 
transactions and deposits in their bank accounts involving unemployment benefits. Once you 
receive the funds, a scammer may contact you, pretend to be from the government, and tell 
you the benefits were deposited by mistake. They will then ask you to send them the money.

If you spot a scam, report it to the Federal Trade Commission (FTC) at reportfraud.ftc.gov.  
Keep reading for suggestions on how to get started with planning for the future.
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Part II: Planning for the Future 
It’s common for couples to share their financial lives but not the responsibility for managing 
household finances. But if responsibilities unexpectedly shift due to a sudden illness or loss of a 
spouse, getting up to speed quickly could be challenging for the person least familiar with handling 
the family finances. Without the help of the person who has always handled the money, the one left 
in charge will face major headaches. Do you and those you care about have plans in place should 
one of you become unable to manage your finances? Here are some suggestions to help navigate 
your planning. 

Get started
Schedule time for you and your spouse to go over your financial picture. Start by 
taking an inventory of your family finances: income, expenses, debt, and investments, if 
any. It’s good to get in the habit of sharing this every so often as your financial picture 
changes or to keep it fresh in your mind. 

Maintain a list of account information and store it in a secure location. Make sure you both 
have access to online accounts. Create a list that includes account numbers, usernames, 
security questions, and passwords. There are many options available for securely saving 
the list digitally or printing it and storing it in a locked fireproof box. Remember to tell your 
spouse how to access the file and update it when necessary.

Have a plan. Plan for what will happen and who will manage your finances if one or both 
of you become ill or die unexpectedly. Consider creating a durable power of attorney so 
you will have someone in place to pay your bills or make financial decisions if you can 
no longer do it on your own. 

Once you’re aware of the gaps in your or your spouse’s knowledge, you can work together 
to get on the same page. Losing your spouse is challenging on its own, and that stress 
multiplies if you find you are in the dark about your family finances. It’s worth taking time 
now to make sure you both will be equally prepared for the future. 

Begin online banking with a few steps
If you’ve been on the fence about doing your banking online or through a mobile app, now is a good 
time to get started as financial institutions change their branch hours during the COVID-19 pandemic. 
Online and mobile banking allow you to handle your finances from the comfort of home.

As long as you have a computer or smartphone with access to the internet and an account with a 
bank or credit union account eligible for internet banking, it’s easy to get started.

1. Gather your account numbers. Your account numbers should be on your paper statement. Your 
account number will also be on the bottom of your checks or deposit slips. They are needed to 
enroll your account.

2. Find your bank or credit union’s website. Look on one of your paper statements or on the back of 
your debit or credit card to find the website, rather than doing an online search or clicking on links 
in an email or text. If you visit your bank’s website from your smartphone, you may be prompted 
to download the bank or credit union’s mobile app that you can use from your phone.

3. Register for access to your bank or credit union’s online banking platform. The first time you 
visit, you’ll follow the prompts to create an online account. You will answer questions to prove it’s 
really you, choose a username and password, and set up security features and preferences. Create 
strong passwords and do not use the same password for all accounts. Don’t use information such 
as addresses and birthdays in your passwords. 

4. Log in and take a tutorial if it’s offered by your bank or credit union to learn your way around 
the platform.
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Additional resources:
From the CFPB 

 Resources to help you avoid scams, visit  
consumerfinance.gov/coronavirus/avoiding-scams/

 Managing your finances during the pandemic 
consumerfinance.gov/coronavirus

 Housing, including mortgage forbearance and protections for renters, visit  
consumerfinance.gov/housing

 Planning for financial decisions as you age, visit  
consumerfinance.gov/about-us/blog/planning-for-financial-decisions-as-you-age/

 Planning for diminished capacity and illness, visit files.consumerfinance.gov/f/201505_cfpb_
consumer-advisory-and-investor-bulletin-planning-for-diminished-capacity-and-illness.pdf

 Managing someone else’s money, visit 
consumerfinance.gov/msem

From the FDIC 
Visit the FDIC’s website at fdic.gov/education for more information and resources on banking-related 
issues. For example, the FDIC’s Money Smart financial education program can help people of 
all ages enhance their financial skills and create positive banking relationships. Also, the FDIC is 
responsible for:

 Investigating all types of consumer complaints about FDIC-supervised institutions

 Responding to consumer inquiries about consumer laws and regulations and banking practices

 COVID-19 resources from the FDIC 
fdic.gov/coronavirus 

 Resources to help people open an account at an FDIC-insured bank  
fdic.gov/getbanked 

You can also call the FDIC for information and assistance at 877-ASK-FDIC (877-275-3342).

FTC resources
The Federal Trade Commission (FTC) set up a new toll-free telephone number (877-355-0213)  
for tips on how to avoid COVID vaccine scams.

If you call the Helpline, you will hear these tips in English or Spanish:

1. You can’t pay to put your name on a list to get the vaccine. That’s a scam.

2. You can’t pay to get early access to the vaccine. That’s a scam.

3. Nobody legitimate will call, text, or email about the vaccine and ask for your Social Security,  
bank account, or credit card number. That’s a scam.

 What’s a money mule scam? visit 
consumer.ftc.gov/blog/2020/03/whats-money-mule-scam
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