CUREN Meeting Minutes October 20, 2011

CUNA – Dodd-Frank Requirements
LSCU Director of Compliance – Rosanna Jacobsen – LEVERAGE – Automated approach to compliance execution - Comply Track

Dodd-Frank Act 
Board of Directors Financial Literacy
1. Board of Directors – Financial Literacy requirement 

a. Attend 1 ½ hours of Financial Statement Training

b. Complete online training module provided by NCUA

c. Take turns assisting Treasurer in preparing Key Ratios Summary presented at the monthly Board meeting.

2. Training log included in Board packets

3. Must understand key line items in the financials

S.A.F.E. Act
1. Mortgage Loan Originators for financial institutions must be registered but do not have to be licensed.
2. Maintaining policies and procedures to ensure they are up-to-date

Asset Liability- Interest rate Risk
1. Interest Rate Risk Management Policy Statement
2. Guidelines

a. Identify of interest risk – 

i. Re-pricing Risk – Timing differences that exist in the pricing of assets and liabilities

ii. Reinvestment Risk – Uncertainty of future interest rate risk

iii. Basis Risk - 

iv. Yield Curve Risk - 

v. Option Risk – Changes in earnings that can result if members exercise their options against the Credit Union; Members exercise options to respond to changes in rates that are profitable to them; i.e. refinance to lower interest rate

b. Example of Risk Limits

i. One Year GAP limit

ii. Earnings at risk limit

iii. ROA

iv. Net Interest Income Limit

v. Net Economic Value Limits

Risk Based Pricing: Adverse Action Notices

1. Who Gets the Notice

a. Loan for personal, family, or household purposes

b. Used credit report to provide credit to that consumer or material times that are materially less favorable than the most favorable terms available to a substantial proportion of consumers from or through us.

2. Timing of Notice

a. Open end when terms are set and before the consumer becomes contractually obligated 

b. Closed End – at consummation of transaction

3. Account Reviews notice must be provided at the time that the decision to increase the APR is communicated to the consumer or, if no notice of the increase in the APR is provided to the consumer prior to the effective date of the change

4. One notice per credit extension

5. Multiple borrowers – provide notice to each borrower

Appraisal Requirements

1. Comply with state and federal laws and hold itself to an ethical standards

2. Credit Union employee cannot coerce or attempt to coerce the appraiser on the value

3. Rules of obtaining appraisals from state certified or licensed appraisers

4. Competent and Independent appraisers

5. Maintain list of approved appraisers and document licensing 

6. Board must approve list of appraisers; showing no favoritism toward appraisers/appraisal firms

7. Must have information documented including Board notes approving the appraisal list

8. Ordering Appraisal – separate from mortgage production staff

9. Using Previous Appraisals

a. Must have been ordered by another financial institution

b. Must be determined that:

i. The appraiser was engaged directly by another FI

1. Appraiser had no direct/indirect, or prospective interest in the property being appraised

2. Borrower did not order

ii. Several Limitations on when the appraisal cannot be used

10. Minimal Appraisal Standards

11. Appraisal Org Charge – Independent and Competent

Regulation Z – Truth in Lending

October 1 changes implemented for HELOC’s, credit cards, and open-end plan regarding charging late fees  and collection activities – Must provide bill 14 days prior to due date

HMDA

· Effective 7/21/2011 HMDA managed by Consumer Financial Protection Bureaus.  For CU’s under 10 billion in assets HMDA managed by NCUA; Most CU’s not affected; There were 13 additional fields of data to report to the LAR

Troubled Debt Restructuring Mortgage Tracking Policy
1. Modification in the best interest of the credit union as well as the member.
2. Make sure to document 

3. Revisit track and monitor the modified loans

4. Report as delinquent for six months after modification

Unfair or Deceptive Acts or Practices – July 1, 2010


Focus on credit cards and timing of rate changes on new and existing accounts

FTC on Mortgage Advertising

1. August 19, 2011 – applies to state chartered credit unions with regard to mortgage loan advertising

2. Rule prohibits any misrepresentation in any advertisement or commercial communication regarding any of the terms or conditions of any mortgage loan product regardless of whether it open end or closed end; Focus on mortgage products

3. Rules lists 19 examples of prohibited deceptive claims

4. Complaint Bureau being put in place to allow consumers to voice complaints – Must be available in English and Spanish to ensure consumers can read and understand complaints.  How complaint must be well documented – i.e. complaint, resolution, and who resolved the situation

ACH REF E – ACH Rule

1. Document member authorization of a single ACH debit

2. E-Sign compliance is permitted for ACH authorized transactions by member

BSA – AML Training

1. Must be document training for all credit union employees.

2. Lack of knowledge is not an excuse for not complying with financial institutions BSA/AML policies; Employees can be criminally and civilly liable for violations.

3. Ocean Bank in Miami failed to implement effective BSA/AML Compliance Program with internal controls reasonably designed to detect and report money laundering and other suspicious activity in a timely manner, therefore fined 10.9 million.

Miscellaneous Items

Qualified Residential Mortgages is really like the old 28/36 ratio in the 80’s and earlier, but suggest 20% down skin in the game for the borrower.  QRM are exempt from the 5% credit risk-retention requirements if sold on secondary markets.

First standards to loose NINA’s and SISA’s … will QRM be too strict for the current market

Rules for QRM have not been released therefore no compliance requirements at this time, however this is looming and may have participation requirements for sold loans.

Member Business Lending: including commercial real estate… wanted to do more business lending means needed expertise in house, or could look to suing a reputable and experience CUSO, if not enough experienced in house

Vendor Management – Inspect with you Except Third parties (handout)

High Cost Mortgages – may not include a “balloon payment” or a scheduled payment that is more than twice as large as the average of earlier scheduled payments.  

Minimum Underwriting Standards for Mortgage

Must have verifiable income to qualify member to pay mortgage for 18 months after designed on verified and documented information; Must use PITI  in qualifying the member 

Mortgage Servicing:   Consumer credit transactions secured by a first lien on the principal dwelling of the consumer - must establish escrow account on high priced mortgages. Effective April 25; Definition of High Priced Mortgages 

Hot Topics for NCUA Regulators
1. ALM program and interest rate risk

2. Enterprise wide shocks on credit risk

3. BSA/AML training

4. TDR’s on loan modifications

5. Operating expenses for small/mid-size CU’s

6. Elevation of DOR’s and repeat DOR’s to letter of understanding and agreements

7. Financial literacy for Board Members

8. Full disclosures on allowance for loan losses

George Opelka with ACI introduced by Tanya at 11:20am
George gave a brief bio of his background. Been in appraisal business forever.

UAD is huge for appraisers, calls up 5 fold last month.

ACI founded by appraiser. 

Appraisal Industry Snapshot

· AMC explosion-everyone wanting to get in game

· Appraisal Firm erosion- companies with 5, 6 or 7 appraisers have gone away. Shrinking

· Regulatory confusion

· GSE LQI

Example of the 1st appraisal form was shown; still 3 approaches to value, still have a grid. Methodology still here since 61-62. Color was green to be appealing. Was being called Green Hornet across the country. Changes made and URAR since about 86. Not standards though.
UMDP background:

FHFA directed GSE to work together and standardize the process. Capture consistent and accurate data.

Components: UAD, UCDP, ULDD

Who is MISMO:

· Mortgage Industry Standards Maintenance Organization

· Provides common terminology reference

· Reference for standards not an enforcement body

UMDP standards announced in May 2010

ULDD June 2010

UAD 3rd quarter 2010

UMDP updates 12-16-10

Prior to UAD no appraisal standards

Majority of data was not machine readable

· Numbers and dates not in a specific formant

· Inconsistent terminology
· Inconsistent description framework

· A “speak no evil” approach to describing property

Fannie analyzed 1 million reports
64% rated subject as average

Property location- average often used to describe location

UAD provides standardization on reports, formatting, consistent terminology, descriptions

UAD highlights

· Not all fields on 4 forms are addressed

· 49 net new named data points

· Mandatory numeric defaults on some fields

· Elimination of none/ n/a in some fields

· Single selection only for multiple choice questions

· AMC name only allowed in certification section

Appraiserchoice.com, host live q and a sessions, no cost, can log in and is limited to 300 participants, get answers on UAD, no content, only Q&A
If you can go into adobe and highlight a field, it is a 1st gen. If you get xml file, pdf is imbedded in file and can upload automatically to GSE.
Appraisal.com, free reader being released next week by ACI, can download

Bottom footer UAD Version 9/2011, means UAD compliant

Visit appraiserchoice.com and read up on MISMO, UAD, UCDP etc. (see Compliance Corner)

geopelka@appraiser.com
provided example of data input that appraisers see on their end
Appraiser should run UAD compliant to see if rules are met prior to sending to lender.
Presentation ended 12:25pm

Michele Ward and Jack Pence with Freddie Mac introduced at 1pm

Everyone did an intro of their credit union and who they sell to

Michelle introduced Jack Pence who is in the Freddie Mac LP Department
There are 4 forms that are UAD compliant

Mandate is December 1st with loans sold as of 3/19, already has lots of loans in the portal

Should submit to both GSE’s even if you are only selling to one.

Portal is owned jointly by Freddie and Fannie but run by VEROS.

Multiple ways to submit to portal:

· Website

· LOS provider

Must have doc file id when you sell loan
Preferred method is XML, portal will only accept xml.

If you need to do a conversion, you have to pay a fee

Access:
· Identify a primary lender admin-must be the same person for fannie and Freddie

· Set up users and agents

· Set up a back up admin

· Admins must be authorized by GSE, it is a code that is specific to each person

UCDP home page shown

Navigating the portal

Admin tab shows users of company, seller numbers, and relationships
UCDP is only checking format today, not running any rules on how appraisal was done. Credit Union is still responsible for u/w the appraisal.

Can submit up to 10 appraisals at a time, max file size, 3 appraisals per loan, default is 1

Confirmation report

· In progress

· Successful

· Not successful

· Rejected

Need submission summary report, will have GSE logo at top. Want to capture this

Will get message back

Hard stops must be addressed to get a successful

Currently GSE is overriding all hard stops, in future around December 1st those hard stop auto overrides will go away. Need to have a process for will you override and how will you document your reasoning.

Error messages will not stop the file, only hard stops

Search page is where you go to find a file to update.

Check FAQ’s regularly, updated constantly
Use UCDP support center if there are transaction issues

1-800-917-9291

ULDD-application Dec 1 that sell after 3-19-2012 you will need to have ULDD info as well.

Dataset will expand, info that we are most likely already capturing. Leverage MISMO 3.0

There will be an Implementation guide that will explain all data points. Purpose is to allow GSE to have a better view of what they are purchasing. 

Presentation ended at 2:03  
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