IV. Fair Lending — Fair Lending Scope and Conclusions Memorandum

FDIC Fair Lending Scope and Conclusions Memorandum

General Instructions

All fair lending reviews will be conducted in accordance with the Federal Financial Institutions Examination Council (FFIEC) Fair
Lending Examination Procedures and documented using the Fair Lending Scope and Conclusions memorandum (FLSC). The
FLSC contains a series of questions and Examiner Summary sections to document fair lending risk assessments and conclusions.
The questions provided are not intended to cover every potential risk, but set out a basic framework to assist an examiner in
assessing and documenting the fair lending risk of the institution. Examiners should provide additional explanation and support for
these assessments, as necessary, in the Examiner Summary sections in the FLSC. The discrimination risk factors set forth in the
FFIEC Fair Lending Examination Procedures are provided in the appendix.

Section 1: Develop an Institutional Overview

Institution and Examination Information

Bank Name: Click Here to Enter Bank Name

City: Click Here to Enter City State: Choose State | Region: Choose Region
Cert Number: Click Here to Enter Cert Number

Total Assets: Click to Here to Enter Total Assets: SXX billion/million Assets as-of Date: Click Here to Enter Date

Start Date of Examination: Click Here to Enter Date Compliance Only (no CRA evaluation): Yes/No
Date of Previous Compliance Examination: Click Here to Enter Date Previous Compliance Rating: CA Rating

Date of Previous CRA Evaluation: Click Here to Enter a Date Previous CRA Evaluation Rating: CRA Rating

EIC Name: Click Here to Enter Name FL Examiner Name: Click Here to Enter Name

Structure and Management

Structure and Management Response
Has the bank had any merger or acquisition activity since the previous compliance examination? Yes/No/NA
Does the bank have any subsidiaries or affiliates that offer credit products or services? Yes/No
Has the bank opened or closed any branches or offices since the previous compliance examination? Yes/No/NA
Have_ there beeb changes ir.1 thg bank’s compliance management system as it relates to fair lending since the Yes/No/NA
previous compliance examination?

Have there been changes in senior management since the previous compliance examination? Yes/No/NA
Does the bank perform any monitoring for fair lending compliance? Yes/No
Does the bank perform any fair lending risk assessments? Yes/No
Does the bank have third party relationships that present fair lending risk (e.g., brokers, dealers, etc.)? Yes/No

Examiner Summary:

e Summarize pertinent details about the institution’s structure, organizational hierarchy, and lending subsidiaries
or dffiliates that present fair lending risks. Include any lending relationships, such as indirect lending, broker
arrangements, or other third party relationships that present fair lending risks.

e Describe the institution’s compliance management system as it relates to fair lending (e.qg., training,
audits, and monitoring) and highlight any changes in the program since the previous examination.

e  Describe any recent merger or acquisition activity, if applicable.

e Describe any fair lending risks relating to the bank’s structure or management.

Write Examiner Summary Here
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Supervisory History

Supervisory History Response

Has the bank received any fair lending-related complaints since the previous examination? Yes/No/NA

Has the bank engaged in any fair lending litigation since the previous examination? Yes/No/NA

Were any fair lending findings or recommendations made at (or since) the previous examination? Yes/No/NA
Examiner Summary:

e Assess and describe the institution’s recent supervisory history, fair lending-related complaints, and any litiga-
tion related to discrimination.

e Describe the scope of the previous fair lending review, including any findings, violations, or recommendations.
e Describe any fair lending risks relating to the bank’s supervisory history.
Write Examiner Summary Here

Loan Portfolio

Loan Portfolio Response
Has the bank introduced any new loan products or stopped offering any loan products since the previous
o y P PP gany P P Yes/No/NA

examination?
Does the bank offer nontraditional or alternative mortgage products with the potential for consumer harm such
as interest-only mortgages, option ARMs, negative amortization mortgages, mortgages with prepayment YeS/NO
penalties, reverse mortgages, etc.?
Does the bank offer subprime consumer loan products? Yes/No
Does the bank operate a Special Purpose Credit Program (as defined by Regulation B)? Yes/No
Does the bank offer loss mitigation or loan modification programs? Yes/No
Has the bank experienced significant growth in any particular loan product type? Yes/No

Examiner Summary:

e  Assess the bank’s product offerings and summarize pertinent details regarding the bank’s loan portfolio
and loan growth since the previous compliance examination.

e Discuss any aspect of the bank’s lending volume or growth, as well as any secondary market activity or loan
servicing efforts, which may present fair lending risk.

e Describe any fair lending risks relating to the bank’s loan portfolio.

Write Examiner Summary Here
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Credit and Market Operations

Underwriting Response
Does the bank have a written loan policy that addresses underwriting? Yes/No
rDer,iitrte;’Lerm::\::ﬁiﬁZ;kls written policies raise any overt or other potential fair lending concerns with Yes/No/NA
Does the bank allow discretion in residential real estate loan underwriting? Yes/No/NA
Does the bank allow discretion in consumer loan underwriting? Yes/No/NA
Is loan decision-making centralized? Yes/No

Is guidance regarding underwriting criteria absent, vague, or subjective? Yes/No
Do underwriting systems, decisions, or programs vary by product or lending channel? Yes/No
Does the bank use an automated system for credit underwriting? Yes/No
Are overrides of the automated underwriting system credit decisions allowed? Yes/No/NA
Does the bank track and monitor exceptions to underwriting criteria? Yes/No/NA
Does the bank conduct secondary reviews of loan denials (i.e., someone conducts a second review of a loan

application before it is officially denied)? Yes/No
Have the underwriting criteria for any product changed since the previous compliance examination? Yes/No/NA
Has the underwriting process for any product changed since the previous compliance examination? Yes/No/NA

Examiner Summary:

e Describe the bank’s method of underwriting (e.g., centralized, decentralized, manual, automated, etc.) noting
whether discretion is permitted, how guidance is provided to lending staff, and how discretion is monitored.

e Describe any differences by lending channel or subsidiary.
e Describe any fair lending risks relating to the bank’s underwriting practices.

Write Examiner Summary Here

Pricing Response
Does the bank have a written loan policy that addresses pricing? Yes/No
Egceizz;'eview of the bank’s policies raise any overt or other potential fair lending concerns with respect to Yes/No/NA
Does the bank provide loan officers with a rate sheet, matrix, or written guidance for pricing loans? Yes/No
Does the bank allow discretion in the setting of loan terms and conditions (including interest rates or fees)
for residential real estate lending? Yes/No
Does the bank aIIo'w discretion in the setting of loan terms and conditions (including interest rates or fees) Yes/No
for consumer lending?
Does the bank track and monitor loan and pricing exceptions? Yes/No/NA
Are loan officers compensated based on pricing of loans? Yes/No
Are controls in place to ensure consistency in pricing practices? Yes/No
Do credit pricing systems or processes vary by product or lending channel? Yes/No
For indirect lending relationships, are dealers allowed to add a margin/overage to the bank’s buy rate? Yes/No/NA
If the dealer is allowed margins/overages, does the bank retain a share? Yes/No/NA
Does the bank’s pricing vary by region, office, or branch? Yes/No/NA
Has the pricing process for any loan product changed since the previous compliance examination? Yes/No/NA
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Examiner Summary:

e Describe the bank’s method of pricing loans, noting whether discretion is permitted, how guidance is provided
to lending staff, and how discretion is monitored.
e Describe how rates and fees are established and whether they are documented in the bank’s policies and procedures.
e Describe any differences by lending channel or subsidiary (if applicable).
e Describe any fair lending risks relating to the bank’s pricing practices.

Write Examiner Summary Here

Steering Response
Does the bank offer similar credit products through more than one area of the bank (e.g., mortgage loans Yes/No/NA
are originated in a retail division and also in a mortgage division)? es/No
Does the bank have a lending subsidiary or affiliate that offers similar credit products that are also offered
Yes/No

by the bank?
Does the bank both sell loans on the secondary market and hold other mortgage loans for its portfolio? Yes/No
Can an application denied by one area of the bank or by a subsidiary/affiliate be referred to another? Yes/No/NA
Does the bank have a process to instruct loan officers on how to inform prospective applicants regarding

X ) Yes/No/NA
the various loan products and options?

Examiner Summary:

e [f products are offered in more than one unit or division of the bank, describe how applications are routed through each.
e [fthe bank and a mortgage subsidiary or affiliate offers similar products, describe how applications are routed

through each, and whether applications are referred from one to the other.
e Describe any fair lending risks relating to the bank’s lending channels or steering risks in general.

Write Examiner Summary Here

Marketing Response

Does the bank have a credit marketing plan? Yes/No

Does the bank review marketing plans and advertisements for fair lending compliance? Yes/No/NA

Do any of the bank’s marketing efforts focus on a specific product or market area? Yes/No/NA
Examiner Summary:

e Describe the institution’s credit marketing efforts and types of mediums (e.qg., print, television, radio, social media,
etc.).

e Describe any targeted efforts that focus on particular geographies or segments of the institution’s market.
e Describe any fair lending risks relating to the bank’s marketing efforts.

Write Examiner Summary Here
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Redlining Response
Does the bank’s CRA assessment area or market area contain census tracts with relatively high
; o i Yes/No

concentrations of minority group residents?
Does the area surrounding the bank’s CRA assessment area or market area include geographies with

; : - S ! Yes/No
relatively high concentrations of minority group residents?
Is the bank’s CRA assessment area smaller than a whole political subdivision (e.g., county, state, MSA)? Yes/No/NA
Is the bank’s market or trade area different than its CRA assessment area? Yes/No/NA
Have there been any changes to the bank’s market area since the previous examination? Yes/No/NA
Have there been any changes to the bank’s CRA assessment area since the previous examination? Yes/No/NA
Do services, loan products, or hours of operation vary by branch or office location? Yes/No/NA
Does the bank have branches or offices in or near minority geographies? Yes/No/NA

Examiner Summary:

e Describe the makeup of the institution’s CRA assessment area and market area (e.g., high poverty levels, large
Hispanic population, Indian reservation, geographic racial and ethnic composition, etc.). If applicable, describe
any changes to the CRA assessment area or market area since the previous examination.

e [fthe institution’s market area differs from its CRA assessment area explain how.

e [fapplicable, explain why the CRA assessment area is smaller than a whole political subdivision.

e [fapplicable, describe differences in hours, products, or services by office location.

e Describe any fair lending risks relating to the bank’s market area and CRA assessment area.

Write Examiner Summary Here

Section 1 Checkpoint: Based on the facts, data, and analysis conducted in the Institutional Overview, does the
institution exhibit minimal fair lending risk?
e  Yes— Complete Section 5 — “Fair Lending Analysis and Conclusions” and summarize the basis for not se-
lecting any products for further review. Provide the FLSC to the Field Supervisor or designee for approv-
al.
e  No - Determine what product(s) or product group(s) warrant further review and proceed to Section 2 —
“Identification of Discrimination Risk Factors.”
e Note, if significant information is noted during the review that alters the information captured in Section 1 after
Field
Supervisor/designee approval, document changes in Section 4 — “Scope Addendum.”
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Section 2: Identification of Discrimination Risk Factors

Examiner Summary:

e Identify each product or product group (e.g., residential real estate, consumer, and commercial loans) selected for fur-
ther analysis and explain the reason for selecting such product(s) for further review.

e  Complete a table, which summarizes the discrimination risk factors (refer to Appendix A) for each product or product
group. If there are risks for individual products within a broader group (e.g., consumer unsecured vs. automobile
loans), complete a table for each applicable loan product.

Write Examiner Summary Here

Complete a chart for each product or product group being considered in the scoping process.

Product: Choose Product

Potential Discrimination Risk
Indicators:

Description if “Other”: Click here to enter text.

Discrimination Risk Factors
(click on ‘O’ for all applicable):

Support for Risk Factors
(if any):

Mitigating Factors
(if any):

Compliance Program
Risk Factors (C1—C7)

Click here to enter text.

Click here to enter text.

Overt Indicators of Discrimination
(01-05)

Click here to enter text.

Click here to enter text.

Underwriting Risk Factors (U1-U9)

Click here to enter text.

Click here to enter text.

Pricing Risk Indicators (P1-P7)

Click here to enter text.

Click here to enter text.

Steering Risk Factors (S1-58)

Click here to enter text.

Click here to enter text.

Redlining Risk Factors (R1-R12)

Click here to enter text.

Click here to enter text.

Marketing Risk Factors (M1-M7)

C1:0 C5:0

C2:0 C6: 0

C3:0 C7:0

C4: 0

01:0 04:0

02:0 05:0

03:0

u1:0 U6: 0

u2:0 u7:0

u3:0 us: 0

U4:0 U9: 0

U5: 0

P1: 0 P5: 0

P2: O P6: O

P3: O P7:0

P4:0

S1: 0 S5:0

S2: O S6: O
S3: O S7: O
S4:0 S8: 0

R1: 0 R7:0

R2: 0 R8: 0

R3:0 R9: O

R4:0 R10: O
R5: 0 R11: 0
R6: O R12: 0
M1: 0 M5: 0
M2: 0 M6: O
M3: 0 M7:0
M4: 0

Click here to enter text.

Click here to enter text.
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Product: Choose Product

Potential Discrimination Risk
Indicators:

Description if “Other”: Click here to enter text.

Discrimination Risk Factors
(click on ‘O’ for all applicable):

Support for Risk Factors
(if any):

Mitigating Factors
(if any):

Compliance Program
Risk Factors (C1—-C7)

Click here to enter text.

Click here to enter text.

Overt Indicators of Discrimination
(01-05)

Click here to enter text.

Click here to enter text.

Underwriting Risk Factors (U1-U9)

Click here to enter text.

Click here to enter text.

Pricing Risk Indicators (P1-P7)

Click here to enter text.

Click here to enter text.

Steering Risk Factors (S1-58)

Click here to enter text.

Click here to enter text.

Redlining Risk Factors (R1-R12)

Click here to enter text.

Click here to enter text.

Marketing Risk Factors (M1-M7)

C1:0 Cc5:0

c2:0 c6:0

Cc3:0 C7:0

C4:0

01:0 04:0

02:0 05:0

03:0

u1:0 u6: 0

u2:0 u7: 0

u3:0 us: 0

U4:0 U9: 0

us: 0

P1: O P5: 0

P2: 0O P6: O

P3: 0 P7:0

P4: 0O

S1: O S5:0

S2: 0 S6: O

S3: 0 S7:0

S4: 0 S8: 0

R1:0 R7: 0

R2: 0 R8: O

R3: 0 R9: O

R4: 0 R10: O
R5: 0 R11: O
R6: O R12: O
M1: O M5: 0
M2: 0 Mé6: O
M3: O M7: 0
M4: O

Click here to enter text.

Click here to enter text.

Examiner Summary:

e If necessary, provide additional explanation or support for the risk factors or mitigating factors identified above.

Write Examiner Summary Here

Section 2 Checkpoint: Based on the identified discrimination risks for each product evaluated, is further review neces-

sary within one or more product lines?

e  Yes— Complete Section 3 — “Description of Focal Points” and obtain Field Supervisor or designee approval to

proceed with review of focal point(s).

e No - Complete Section 5 — “Fair Lending Analysis and Conclusions” and summarize the basis for not selecting any
products for further review. Provide the FLSC to the Field Supervisor or designee for approval.
® Note, if significant information is noted during the review that alters the information captured in Section 2 after

Field

Supervisor/designee approval, document the changes in Section 4 — “Scope Addendum.”
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Section 3: Description of Focal Points

Analysis Product Market Decision Center Prohibited Basis/Control and Sample Size
(e.g., pricing) (e.g., consumer (e.g., one MSA or all (e.g., all branches) Target Groups Tested (Target and Control Group)
unsecured) areas) (e.g., male versus female)
Analysis Product Market Center Target/Control Group Sample Size
Analysis Product Market Center Target/Control Group Sample Size
Analysis Product Market Center Target/Control Group Sample Size
Examiner Summary:

e Explain the basis for selecting the product(s) identified above as a focal point that warrant further review.
Write Examiner Summary Here

Field Supervisor/Designee Approval (**Approval Necessary Only if Focal Point(s) Selected**):
e Field Supervisor/designee will confirm approval by entering name and approval date.

e  Field Supervisor/designee approval may provide additional comments or notes.

Field Supervisor/Designee Name: Click Here to Enter Name.
Date of Approval: Click Here to Enter Date

Write Comments or Notes Here

Section 4: Scope Addendum

Examiner Summary:

e The information captured in Sections 1 through 3 should not be changed after approval by the Field Supervisor or de-
signee.

e Ifsignificant information is noted during the on-site review that alters the scope or focal point selection,
summarize that information and the resulting change in this section.

e Include sufficient information to explain the basis for the change.

Write Examiner Summary Here

Field Supervisor/Designee Approval (**Approval Necessary Only if Scope Addendum Completed**):
e Field Supervisor/designee will confirm approval by entering name and approval date.

e Field Supervisor/designee approval may provide additional comments or notes.

Field Supervisor/Designee Name: Click Here to Enter Name.
Date of Approval: Click Here to Enter Date

Write Comments or Notes Here
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Section 5: Fair Lending Analysis and Conclusions

Conclusion Response
Did the examiner provide recommendations to bank management for correcting a fair lending violation(s)? Yes/No
Did the examiner provide recommendations to enhance the bank’s compliance management system as it relates

. . Yes/No
to fair lending?
Was a practice or pattern of discrimination violation cited in the report of examination? Yes/No
Was an isolated violation of discrimination cited in the report of examination? Yes/No

Examiner Summary:

e Summarize the overall conclusions of the fair lending review and describe any recommendations or findings.
e Describe mitigating factors used to eliminate potential focal points.

e Summarize the steps taken to perform the focal point review, if applicable.

e Include any considerations for the next examination.

Write Examiner Summary Here

Field Supervisor/Designee Approval:
Field Supervisor/designee will confirm approval by entering name and approval date.
e Field Supervisor/designee approval may provide additional comments or notes.
Field Supervisor/Designee Name: Click Here to Enter Name.

Date of Approval: Click Here to Enter Date

Write Comments or Notes Here
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Appendix A — FFIEC Interagency Fair Lending Examination Procedures — Discrimination Risk Factors
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NOTE: For risk factors above that are marked with an asterisk (*), examiners need not attempt to calculate the indicated ratios for racial or national
origin characteristics when the institution is not a HMDA reporter. However, consideration should be given in such cases to whether or not such cal-
culations should be made based on gender or racial- ethnic surrogates.
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