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Streamlining the Examination

Institutions may find it advantageous to conduct self-tests or
self-evaluations to measure or monitor their compliance with
ECOA and Regulation B. A self-test is any program, practice
or study that is designed and specifically used to assess the
institution’s compliance with fair lending laws that creates
data not available or derived from loan, application or other
records related to credit transactions (12 CFR 202.15(b)(1)
and 24 CFR 100.140-100.148). For example, using testers

to determine whether there is disparate treatment in the
pre-application stage of credit shopping is a self-test. The
information set forth in 12 CFR 202.15(b)(2) and 24 CFR
100.142(a) is privileged unless an institution voluntarily
discloses the report or results or otherwise forfeits the
privilege. A self-evaluation, while generally having the

same purpose as a self-test, does not create any new data or
factual information, but uses data readily available in loan or
application files and other records used in credit transactions
and, therefore, does not meet the self-test definition.

Examiners should not request any information privileged
under 12 CFR 202.15(b)(2) and 24 CFR 100.142(a), related to
self-tests. If the institution discloses the results of any self-
tests, or has performed any self-evaluations, and examiners
can confirm the reliability and appropriateness of the self-tests
or -evaluations (or even parts of them), they need not repeat
those tasks.

Note: In the following discussion of “Streamlining the
Examination,” the term self-evaluation will also include
self-tests where the institution has voluntarily disclosed the
report or results.

If the institution has performed a self-evaluation of any of

the product(s) selected for examination, obtain a copy thereof
and proceed through the remaining steps of this section on
Streamlining the Examination. If the institution has conducted
a self-evaluation of a product not selected in the scope of

the examination, consider whether the product evaluated by
the institution is appropriate under the scoping guidelines

to substitute for another product that was selected. If such a
substitution is considered appropriate, obtain the results of the
self-evaluation for the substituted product and proceed through
the remaining steps of this section.

Determine whether the research and analysis of the planned
examination would duplicate the institution’s own efforts. If
the answers to Questions A and B below are both Yes, each
successive Yes answer to Questions C through L indicates that
the institution’s work up to that point can serve as a basis for
eliminating examination steps.

If the answer to either Question A or B is No, the self-
evaluation cannot serve as a basis for eliminating examination

steps. However, examiners should still evaluate the self-
evaluation to the degree possible in light of the remaining
questions and communicate the findings to the lender so that it
can improve its self-evaluation process.

A. Did the transactions covered by the self-evaluation occur

not longer ago than two years prior to the examination? If
the self-evaluation covered more than two years prior to
the examination incorporate only results from transactions
in the most recent two years.

. Did it cover the same product, prohibited basis, decision

center, and stage of the lending process (for example,
underwriting, setting of loan terms) as the planned
examination?

. Did the self-evaluation include comparative file review?

Note: One type of “comparative file review” is statistical
modeling to determine whether similar control group and
prohibited basis group applicants were treated similarly. If
a lender offers self-evaluation results based on a statistical
model, consult appropriately within your agency.

. Were control and prohibited basis groups defined

accurately and consistently with ECOA and/or the FHAct?

. Were the transactions selected for the self-evaluation

chosen so as to focus on marginal applicants or, in the
alternative, selected randomly?

. 'Were the data abstracted from files accurate? Were those

data actually relied on by the credit decision makers at the
time of the decisions?

To answer these two questions and Question G below,

for the institution’s control group sample and each of its
prohibited basis group samples, request to review 10%
(but not more than 50 for each group) of the transactions
covered by the self-evaluation. For example, if the
institution’s self-evaluation reviewed 250 white and 75
black transactions, plan to verify the data for 25 white and
seven black transactions.

. Did the 10% sample reviewed for Question F also

show that customer assistance and lender judgment that
assisted or enabled applicants to qualify were recorded
systematically and accurately and were compared for
differences on any prohibited bases?

. Were prohibited basis group applicants’ qualifications

related to the underwriting factor in question compared to
corresponding qualifications of control group approvals?
Specifically, for self-evaluations of approve/deny decisions,
were the denied applicants’ qualifications related to the
stated reason for denial compared to the corresponding
qualifications for approved applicants?

Did the self-evaluation sample cover at least as many
transactions at the initial stage of review as examiners
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would initially have reviewed using the sampling guidance
in these procedures?

If the lender’s samples are significantly smaller than those
in the sampling guidance but its methodology otherwise
is sound, review additional transactions until the numbers
of reviewed control group and prohibited basis group
transactions equal the minimums for the initial stage of
review in the sampling guidance.

J. Did the self-evaluation identify instances in which
prohibited basis group applicants were treated less
favorably than control group applicants who were no better
qualified?

K Were explanations solicited for such instances from the
persons responsible for the decisions?

L. Were the reasons cited by credit decision makers to justify
or explain instances of apparent disparate treatment
supported by legitimate, persuasive facts or reasoning?

If the questions above are answered Yes, incorporate the
findings of the self-evaluation (whether supporting compliance

or violations) into the examination findings. Indicate that
those findings are based on verified data from the institution’s
self-evaluation. In addition, consult appropriately within the
agency regarding whether or not to conduct corroborative file
analyses in addition to those performed by the lender.

If not all of the questions in the section above are answered
Yes, resume the examination procedures at the point where
the lender’s reliable work would not be duplicated. In other
words, use the reliable portion of the self-evaluation and
correspondingly reduce independent comparative file review
by examiners. For example, if the institution conducted

a comparative file review that compared applicants’
qualifications without taking account of the reasons they
were denied, the examiners could use the qualification data
abstracted by the institution (if accurate) but would have to
construct independent comparisons structured around the
reasons for denial.
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