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Agenda
• DCBS licensing and examination of the 

mortgage industry
• Lending discrimination and fair lending 

enforcement
• DCBS complaint process



Licensing of Mortgage Industry

Entities Licensed or Chartered by DCBS

• Oregon chartered banks and credit unions
• Mortgage bankers
• Mortgage brokers
• Mortgage loan originators
• Mortgage servicers



Examination of Oregon Chartered 
Banks and Credit Unions

DCBS FDIC

• Safety and soundness • Safety and soundness
• Federal fair lending laws (FHA, 

ECOA)
• Federal consumer protection 

laws (TILA, RESPA, etc.)

Presenter
Presentation Notes
DCBS, along with a depository institution’s primary federal regulator (e.g., the FDIC)  is responsible for monitoring and regulating Oregon chartered banks and credit unions for safety and soundness and adequate capital.
Banks and credit unions are also required to comply with numerous consumer protection laws and regulations (e.g., the Equal Credit Opportunity Act). 
The primary federal banking and credit union regulators enforce consumer protection laws for banks and credit unions that have assets of less than $10 billion. 
The Bureau of Consumer Financial Protection (Bureau) examines banks and credit unions with assets of more than $10 billion for compliance with consumer laws and regulations related to financial services.




Examinations of Oregon Mortgage Lenders 
Under ORS Chapter 86A

• Regularly scheduled examinations
• Statutory authority to participate in 

multistate examinations
• Two types of examinations: full scope and 

limited scope

Presenter
Presentation Notes
Regularly Scheduled Examinations
Initial examinations are done approximately 6-10 months after a company is first licensed; subsequent examinations are conducted every two to four years depending on a company’s risk profile.
Statutory Authority to Participate in Multistate Examinations
Two Types of Examinations: Full Scope and Limited Scope
Full scope examinations typically consist of off-site preparation and review, followed by an on-site examination of records and practices, including interviews of staff and possibly borrowers. Follow up to the on-site examination normally consists of an exit review, a report of examination and a response by institution management where necessary. 
Limited scope examinations are used for companies that have not had any prior licensing violations or deficiencies and are conducted entirely off-site through review of an institution’s response to an Information and Data Request and Institution Questionnaire. 
A limited-scope examination can lead to a full-scope examination based on information reviewed by an examiner.




ORS 86A Loan Origination
Violations

• TILA - Loan originations receiving compensation based 
on a term of a transaction.

• RESPA - Improper use of lender credit absent changed 
circumstances. 

• TILA/RESPA Integrated Disclosure- Failing to provide 
the Loan Estimates and Closing Disclosures in a timely 
manner. 

Presenter
Presentation Notes
Loan originations receiving compensation based on a term of a transaction. Regulation Z of the Truth in Lending Act (TILA) prohibits a loan originator from receiving compensation based, directly or indirectly, on the terms of a consumer credit transaction secured by a dwelling.
Improper use of lender credit absent changed circumstances. Regulation X of the Real Estate Settlement Procedures Act (RESPA) requires that a loan originator be bound, within the applicable tolerances, to the settlement charges and terms listed on the Good Faith Estimate provided to the borrower, unless a revised GFE is provided prior to settlement.
Failing to provide the Loan Estimates and Closing Disclosures in a timely manner. The TILA-RESPA Integrated Disclosure rule requires mortgage lender to give a Loan Estimate 3 business days after receiving an application and a Closing Disclosure 3 business days prior to consummation.





Fair Lending Examinations
• Conducted by federal regulatory agencies 

(OCC, FRB, FDIC, NCUA, Bureau)
• Analyze HMDA data for disparities
• Examine policies and procedures
• Conduct transaction testing
• Investigate consumer complaints

Presenter
Presentation Notes
Economists and the federal regulatory agencies will review HMDA data for disparities in the pricing of credit, including fees or rates, based on a prohibited factor and where price differences are not related to
pricing factors described in bank policy 

Examiners will look at an institutions policies and procedures Disparities in loan product selection or underwriting, where there is discretion by loan officers, including where policy is unclear or where exceptions are allowed

• Marketing and lending practices that exclude geographic areas
based on the racial or ethnic composition of those areas (redlining)



Common Fair Lending Violations

• Underwriting and pricing
• Steering 
• Redlining

Presenter
Presentation Notes
Underwriting – Discrimination in underwriting and pricing occurs when a lender applies different standards to applicants based on a prohibited bases and those differences in treatment are not fully explained by legitimate nondiscriminatory factors. A fair lending violation can occur without evidence that the treatment was motivated by prejudice or that the creditor intended to discriminate against a particular person.
-Regulators will look at disparities loan denial rates, disparities in interest rates, the banks underwriting policies, and see if similarly situated applicants were treated differently.
-Risk factors that may lead to fair lending violations include inadequate policies and procedures, inadequate training, and too much discretion given to individual loan officers.

Steering – Steering is the practice of guiding loan applicants toward or away from certain loan products or lending channels on a prohibited basis. 
Steering can occur when lenders fail to provide or provide different information to potential applicants. Steering by individuals is hard to uncover. It sometimes requires investigations with secret shoppers
Marketing practices may also be an issue. Are only certain loan products marketed toward certain demographics or in certain languages.

Redlining - Redlining is a form of illegal discrimination in which a lender provides unequal access to credit, or unequal terms of credit on a prohibited basis, based on the location of the applicant’s residence. Redlining does not necessarily mean the total absence of lending within minority areas. It can also be identified when a bank’s lending level in minority areas is not comparable with lending levels in non-minority areas, especially when factors such as competition, demographics, and economic conditions are considered. 

Risk factors that may lead to closer examination by federal regulators: 
Lack of applications from or lending in minority areas; 
Disproportionately high denial rates for applicants located in minority areas; 
Arbitrary exclusion of minority areas from the bank’s market efforts;
Differences in services or hours of operation at branches in minority versus non-minority areas; and 
Lack of branches in minority areas.






Contacting DCBS with Consumer 
Complaints

Consumers may file a complaint:
• Online at 

https://www4.cbs.state.or.us/exs/dfcs/complaint/index.cf
m?fuseaction=home.english

• Over the phone (866)814-9710; or 

• Via email dcbs.dfcsmail@oregon.gov.

Presenter
Presentation Notes
When the Division receives a complaint involving a denial credit under ECOA, it advises the individual to file a complaint with the entity’s federal regulator. The Division provides the appropriate contact information as set forth above. 

With respect to Oregon fair housing complaints and other discrimination complaints involving the extension of credit, the Division refers individuals to the Bureau of Labor and Industries (BOLI), Civil Rights Division, and provides contact information. Oregon law prohibits discrimination in housing based upon race, color, religion, sex, sexual orientation, national origin, marital status, familial status, source of income or disability. BOLI’s Civil Rights Division investigates allegations of involving discrimination to determine if there is substantial evidence supporting the allegations. To file an unlawful housing discrimination complaint with BOLI, an individual must provide BOLI with a signed copy the complaint within one (1) year from the date on which the alleged discriminatory act occurred. Additionally, individuals may file a civil action in circuit court not later than two years after the occurrence or the termination of the unlawful practice.


https://www4.cbs.state.or.us/exs/dfcs/complaint/index.cfm?fuseaction=home.english
mailto:dcbs.dfcsmail@oregon.gov


Other Resources
• HMDA MSA/MD Aggregate Reports
https://ffiec.cfpb.gov/data-publication/aggregate-reports/2017/OR

• CRA Ratings Search
https://www.ffiec.gov/%5C/craratings/default.aspx

Presenter
Presentation Notes
The FFIEC provides summaries of lending activity in each Metropolitan Statistical Area. Included in these data are breakdowns of the number of loan applications and outcomes for male and female applicants of each racial group

The CRA requires that each insured depository institution’s record in helping meet the credit needs of its entire community be evaluated periodically. That record is taken into account in considering an institution’s application for deposit facilities, including mergers and acquisitions. 

The Act applies to FDIC insured depository institutions, such as national banks, savings associations, and state-chartered commercial and savings banks. It does not apply to credit unions insured by the National Credit Union Share Insurance Fund (NCUSIF) or nonbank financial entities supervised by the Bureau of Consumer Financial Protection.


https://ffiec.cfpb.gov/data-publication/aggregate-reports/2017/OR
https://www.ffiec.gov/craratings/default.aspx


Questions and 
discussion
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