


 

 
 

  

 

 
 
 

 

  

 
 

 
 

 
 

Chapter 19 


CONSUMER COMPLIANCE 


Examination x Determine whether the credit union complies with consumer 
Objectives compliance regulations 

x Determine whether the credit union protects its members from 
violations of their consumer rights 

x Determine whether the credit union initiates corrective action if it 
becomes aware of consumer compliance violations 

Risk 	 x Compliance risk can occur when the credit union fails to implement 
Categories the necessary controls to comply with appropriate consumer 

compliance regulations;  
x Reputation risk can occur when the credit union incurs fines, 

penalties, and poor publicity as a result of failure to comply with 
the appropriate consumer compliance regulations; and 

x Strategic risk can occur when management fails to perform 
adequate planning and due diligence regarding consumer 
compliance regulations. 

Overview 	 NCUA is the federal agency assigned with the enforcement authority 
for a broad range of consumer regulations that apply to federally- 
chartered credit unions and, to a lesser degree, federally insured state-
chartered credit unions. This authority confers to examiners 
responsibility for providing a satisfactory level of oversight for 
compliance activities. This oversight is necessary in order to: 

x	 Assure credit union members that their credit union meets the 
required statutory and regulatory requirements for which NCUA 
has oversight enforcement responsibility; and 

x	 Provide adequate reporting to Congress. 

Compliance risk obviously exists in blatant violations of law. 
However, it may also arise in situations where ambiguous or untested 
laws or rules govern certain credit union products or member activities. 
Compliance risk exposes the credit union to fines, civil money 
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EXAMINER’S GUIDE 


Consumer 
Compliance 
Program 

Examination 
Procedures 

penalties, payment of damages, and the voiding of contracts. It can 
result in diminished reputation, limited opportunities, reduced field of 
membership expansion potential, and lack of contract enforceability. 

NCUA’s Consumer Compliance Program uses a tiered approach to 
compliance using field examiners, compliance subject matter 
examiners (SMEs), regional compliance analysts, and the Office of 
Examination and Insurance compliance program officers. The program 
strives to balance (1) examiners’ knowledge of consumer compliance 
laws, (2) the need for an efficient, risk-focused use of resources, and 
(3) the responsibility for collecting reliable data about the credit 
union’s compliance practices.  

Examiners provide basic compliance oversight in the course of the 
risk-focused examination program or insurance review. A credit 
union’s compliance risk profile can change rapidly due to innovation 
of products and services, changes in regulation, competitive pressures, 
field of membership expansion, and the revolution in information 
technology. 

SMEs serve as resource persons for field examiners. They provide 
advice and support to examiners. SMEs assist the examiners by 
providing specific guidance in their area of expertise.  

Regional compliance analysts serve as the regional point of contact. 
They monitor training needs, provide applicable training, and perform 
in-depth compliance reviews.  

The compliance program officer serves as the agency contact in the 
area of consumer compliance regulation and enforcement. 

Examiners identify the level of risk inherent in a credit union's 
consumer compliance activities based on the complexity of operations, 
management’s level of due diligence regarding compliance issues for 
existing, new, and proposed products and services, and the extent to 
which management devotes resources to ensure compliance.  
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CONSUMER COMPLIANCE 


For example, in large, complex credit unions with resident compliance 
personnel, examiners may limit their reviews. A discussion of the 
credit union’s compliance policies and practices with staff responsible 
for ensuring compliance and monitoring requirements may suffice. In 
contrast, the focus at smaller credit unions or credit unions with limited 
internal controls may include verifying information through more 
extensive transaction testing. 

Factors that may lead an examiner to consider an increased risk exists 
in the compliance area resulting in the need to expand the examination 
scope include: 

x New products or services offered by the credit union that fall under 
a consumer compliance regulation; 

x A new consumer compliance regulation affecting the credit union 
industry; 

x A change in credit union staff responsible for compliance with 
consumer laws; 

x The length of time since an NCUA examiner performed a review of 
the area; 

x The volume and severity of consumer complaints; or 
x Current or pending litigation regarding consumer compliance 

issues. 

Examiners may refer concerns or questions raised through the field 

review to a SME for guidance and assistance. They may refer 

exceptions or trends that indicate noncompliance beyond the scope of
 
the examiner or SME to the regional compliance analyst for 

consideration. 


AIRES contains a compliance questionnaire for each consumer 

compliance regulation for which NCUA has enforcement authority. 

Each questionnaire includes the following key components: 


x A summary of the basic purpose of the law/regulation; 

x NCUA’s enforcement responsibility; 

x Penalties resulting from failure to comply; and 

x Key questions to consider during a review. 
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The checklist addresses only those areas that require an onsite review 
and are within the knowledge and training level of the field examiner. 

State 
Chartered 
Credit Unions 

NCUA uses the examination work product of state examiners in cases 
where the state supervisory authority agrees to perform compliance 
reviews. For those states that have not agreed to perform compliance 
reviews, NCUA assumes responsibility for only those regulations for 
which it has enforcement authority. 

The regions ensure performance of a compliance review of applicable 
consumer compliance regulations on each state-chartered credit union 
as risks warrant. 

Additional 
Information 

Table 19-A contains a list of laws and enforcement authorities for 
credit unions. The Appendices to this Chapter contain information 
about the individual consumer compliance regulations.  
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CONSUMER COMPLIANCE 


Laws and Enforcement Authorities for Credit Unions 

Law or Regulation FCUs FISCUs Non-federally insured 
CUs 

B - Equal Credit Opportunity NCUA FTC FTC 
BSA – Bank Secrecy Act NCUA NCUA TREAS 
C - Home Mortgage Disclosure Act NCUA NCUA NCUA 
CC - Expedited Funds Availability Act NCUA NCUA FED 
COPPA - Children's Online Privacy 

Protection Act 
NCUA FTC FTC 

D - Reserves on Transaction Accounts NCUA NCUA FED 
E - Electronic Funds Transfer Act NCUA FTC FTC 
FCPR - Fair Credit Practice Rule NCUA FTC FTC 
FCRA - Fair Credit Reporting Act NCUA FTC FTC 
FDCPA - Fair Debt Collection Practices 

Act 
NCUA FTC FTC 

FDPA – Flood Disaster Protection Act NCUA NCUA 1 

FHA - Fair Housing Act HUD HUD HUD 
HIDC - Holder in Due Course FTC FTC FTC 
HOPA - Homeowners Protection Act NCUA NCUA NCUA 
M – Consumer Leasing NCUA FTC FTC 
Management Official Interlocks Act NCUA NCUA DOJ 
Privacy of Consumer Financial 

Information 
NCUA NCUA FTC 

RESPA - Real Estate Settlement 
Procedures Act 

HUD HUD HUD 

RFPA - Right to Financial Privacy Act PCA PCA PCA 
SSRA - Soldiers and Sailors Relief Act PCA PCA PCA 
TIS - Truth in Savings Act NCUA NCUA NCUA 
Z - Truth in Lending NCUA FTC FTC 

Legend: 
DOJ Department of Justice 
FED Federal Reserve Board 
FHA Federal Housing Administration 
FTC Federal Trade Commission 
HUD Dept. of Housing and Urban Development 
PCA Private Cause of Action 
TREAS Treasury Department 
VA Veterans Administration 

NOTE: Although NCUA is not the primary enforcer under some of these 
regulations, Title II of the FCU Act authorizes NCUA to take cease and desist 
actions for violations of any law. 

Illustration 19-A 

1 Non-federally insured credit unions are not covered per se. They are only covered 
if they sell loans on the secondary market to government sponsored enterprises 
(GSEs), such as Fannie Mae or Freddie Mac, which cannot buy unless the loan 
conforms with flood guidelines. 
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CREDIT PRACTICES RULE – APPENDIX 19A 


Late Charges 	 In connection with collecting a debt arising out of an extension of 
credit to a member, it is an unfair act or practice for a credit union, 
directly or indirectly, to levy or collect any delinquency charge on a 
payment, if the payment is otherwise a full payment for the applicable 
period and is paid on its due date or within an applicable grace period, 
when the only delinquency is attributable to late fees or delinquency 
charges assessed on earlier installments. To do so would constitute 
“pyramiding” late fees. 

Example: A member’s payments are $40 a month. The member makes the 
February payment in full, but makes it late. The credit union assesses a $5 late 
charge. The member makes a March payment of $40 on time, but fails to pay 
the $5 late charge. The credit union uses part of the March payment to pay off 
the outstanding late charge, and then considers the March payment deficient. 
The credit union may not assess another late charge since the March payment 
was made in full and on time. 

Examination An examiner may perform one or more of the following examination 
Procedures procedures, depending on the scope of the review. 

x Evaluate loan contracts to determine whether they are free from 
prohibited credit practices; 

x Review the late payment accounting process to verify whether it 
complies with the prohibition of pyramiding late fees; 

x Review cosigned loans and verify that the credit union provided a 
written notice to cosigner; 

x Complete the Credit Practices Rule checklist in AIRES, which 
provides informative guidance on the requirements of the 
regulation for each question; and 

x Report a violation of the Credit Practices Rule on the Violations 
form in AIRES. 

Additional Additional information is available in Part 706 of NCUA Rules and 
Information Regulations. In addition, the Staff Commentary on Regulation AA 

provides question and answer examples. Examiners can access it at 
http://www.federalreserve.gov. 
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Commission enforces Regulation B for state-chartered credit unions 
(12 C.F.R. Part 202 Appendix A). Regulation B contains a civil 
liability provision. Examiners should determine the adequacy of each 
credit union's compliance with Regulation B during routine 
examinations by evaluating patterns and practices. Examiners should 
note violations, and obtain agreements with management for prompt 
correction of violations. 

Examination An examiner may perform one or more of the following examination 
Procedures procedures, depending on the scope of the review: 

x Determine whether the credit union has established policies and 
procedures with regard to Equal Credit Opportunity; 

x Determine that all applicable forms (i.e., applications and adverse 
action notifications) are neutral in terms such as sex; titles are 
optional; married, unmarried, and separated are the only marital 
status terms used, etc. When the credit union uses nonstandard 
forms, the examiner should ask the credit union to provide a legal 
opinion supporting the use of the forms; 

x Determine that the credit union complies with the adverse action 
notification requirements; 

x Determine that the credit union maintains appropriate records as 
required by the regulation; 

x Determine that the credit union requests and documents the 
monitoring information on real estate related applications; 

x Complete the applicable Regulation B checklist in AIRES, which 
provides informative guidance on the requirements of the 
regulation for each question; and 

x Notify the supervisory examiner if a pattern or practice of ECOA 
violations becomes evident in the examination process and report 
the violation on the Violations form in AIRES. 

Additional The Federal Reserve Board's website contains additional information 
Information at http://www.federalreserve.gov . The Publications Services Unit at 

(202) 452-3245 has copies of the regulation and staff commentaries 
issued by the Federal Reserve System available. 
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HOME MORTAGE DISCLOSURE ACT – APPENDIX 19C 


credit union chooses this option, it must post the address for requesting 
copies in each branch office in an MSA. 

Enforcement NCUA enforces compliance with HMDA for all credit unions required 
to report and may impose administrative sanctions, including the 
imposition of civil money penalties. NCUA does not consider it an 
error in compiling or recording required data a violation of the 
regulation if it was unintentional and occurred despite the credit 
union’s maintenance of procedures reasonably adopted to avoid such 
errors. 

Examination An examiner may perform one or more of the following examination 
Procedures procedures, depending on the scope of the review. 

x Determine whether the credit union has adequate procedures in 
place for collecting and maintaining accurate data regarding each 
loan application, loan origination, and purchase of loans; 

x Assess whether the individuals responsible for preparing and 
maintaining the data understand the regulatory requirements and 
have the resources and tools needed to produce complete and 
accurate data; 

x Determine whether the credit union accurately submitted its 
HMDA-LAR in an automated, machine-readable form or via 
Internet email (credit unions that report 25 or fewer entries may 
report the data in paper form); 

x Verify that the credit union properly retains a copy of the register; 
and 

x Determine whether the credit union makes the mortgage loan 
disclosure statements available in its home office and branch 
offices located in MSAs by the applicable deadline. 

Additional Credit unions engaged in mortgage lending should obtain the 
Information publication A Guide to HMDA Reporting: Getting it Right! Credit 

unions may obtain a copy from the NCUA publications office or they 
can download it from the NCUA web site at http://www.ncua.gov. 
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x Verify that the credit union provides employees with a written 
statement regarding the procedures that pertain to that employee's 
function. 

Additional 
Information 

Additional information is available on the Federal Reserve Board’s 
website at http://www.federalreserve.gov. 
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CHILDRENS ONLINE PRIVACY – APPENDIX 19E 


Examination
 
Procedures
 

Additional
 
Information
 

An examiner may perform the following examination procedures, 
depending on the scope of the review: 

x Review the credit union’s privacy notice to determine whether it 
contains the information required by COPPA; 

x Review the notice to parents and determine how the credit union 
obtains verifiable consent; and 

x Review the credit union’s procedures and internal controls for 
maintaining and disclosing personal information collected from 
children under 13. 

Additional information is available on the Federal Trade 
Commission’s (FTC) website at http://www.ftc.gov/kidzprivacy or 
through the FTC’s Consumer Response Center at 1-877-FTC-HELP. 
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established time frames, the amount of liability shall not exceed the 
lesser of $500 or the sum of: 

x 

x 

$50 or the amount of unauthorized transfers that occur within the 
two business days, whichever is less; and 
The amount of unauthorized transfers that occur after the close of 
two business days and before notice to the credit union, provided 
the credit union establishes that these transfers would not have 
occurred had the member notified the credit union within that two-
day period. 

Examination 
Procedures 

An examiner may perform the following examination procedures, 
depending on the scope of the review. 

x 

x 
x 
x 
x 

Review the credit union’s policy and procedures for complying 
with Regulation E; 
Review the credit union’s Electronic Funds Transfer disclosures; 
Review policies regarding liability for unauthorized transfers; 
Review policies regarding issuance of access devices; and 
Perform tests on transactions to determine whether the credit union 
has implemented the above policy and procedures. 

Additional 
Information 

Additional information is available on the Federal Reserve Board’s 
website at http://www.federalreserve.gov. 
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investigate and respond within the specified time periods, the CRA must 
delete the disputed information from its files. 

Penalties and Credit unions may be liable for willful noncompliance or negligent 
Liabilities noncompliance as either users of information or as CRAs. Liability 

may include actual damages, punitive damages, court costs, and 
attorney's fees, depending on the type of noncompliance. If a credit 
union obtains a credit report under false pretenses it may receive a 
penalty of $1,000 or actual damages, whichever is greater. 

Examination An examiner may perform the following examination procedures, 
Procedures depending on the scope of the review. 

x Determine whether the credit union uses consumer reports or other 
outside information in evaluating credit applications. 

x Review an adequate sample of rejected loan files to determine if 
the adverse action notice appropriately discloses the CRA 
information, if the credit denial was based on information it 
obtained from the CRA. 

x Determine whether the credit union has procedures in place to 
provide consumers (upon request) the nature of the "other" outside 
information; and 

x If the credit union is a CRA, determine whether it: 

- Provides required disclosures to consumers; 
- Does not report obsolete information; 
- Resolves accuracy disputes with the consumer; 
- Provides reports for only legitimate purposes; 
- Maintains proper records on each recipient of the information 

about the consumer; 
- Adequately trains personnel in the furnishing of information; 

and, 
- Maintains procedures to ensure maximum possible accuracy of 

information received, recorded, and reproduced. 

Additional For more information, call the FTC toll-free at 1-877-FTC-HELP (1-
Information 877-382-4357), or go to http://www.FTC.gov. 
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Additional
 
Information
 

x Determine that marketing practices ensure the availability of the 
credit union’s services without discrimination to its field of 
membership; 

x Complete the applicable FHA checklist in AIRES; and 
x Document a violation of the FHA on the Violations form in 

AIRES. 

Please refer to §701.31(e) of the NCUA Rules and Regulations for 
additional guidelines concerning nondiscrimination in lending. In 
addition, information is available on HUD’s website at 
http://www.hud.gov. 
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Flood 
Disaster 
Protection 
Act 

common natural disaster, costing more in damages and loss of life than 
any other disaster. 

An agreement between local communities and the federal government 
governs participation in the NFIP. The agreement states if a 
community will adopt and enforce a floodplain management ordinance 
to reduce future flood risks to new construction in SFHAs, the Federal 
Government will make flood insurance available within the 
community as a financial protection against flood losses. 

If the property securing a member’s loan is located in a SFHA, but the 
SFHA is in a community that does not participate in the NFIP, the 
member will not have federal flood insurance available. 

To obtain information on a community’s participation status, 
telephone FEMA at 1-800-358-9616 or check FEMA's web site at 
http://www.fema.gov/fema/csb.htm . 

Part 760 of the NCUA Rules and Regulations implements the 
requirements of the National Flood Insurance Act of 1968 and the 
Flood Disaster Protection Act (FDPA) of 1973, as amended (42 U.S.C. 
4001-4129.) This part applies to loans secured by buildings or mobile 
homes located or to be located in areas determined by the Director of 
the FEMA to have special flood hazards. 

Part 760 requires the following: 

x	 A credit union cannot make, increase, extend, or renew any loan 
secured by a building or mobile home located or to be located in a 
SFHA in which flood insurance is not available unless the 
collateral securing the loan is covered by flood insurance for the 
term of the loan; 

x	 The amount of the flood insurance must at least equal the lesser of 
the outstanding principal balance of the designated loan or the 
maximum limit of coverage available for the particular type of 
property under the Act; and 
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FLOOD DISASTER PROTECTION ACT– APPENDIX 19K 


on the standard flood hazard determination form, and is not in 
a community that has been remapped; 

- Review the contractual obligations to ascertain that flood 
insurance requirements are identified and compliance 
responsibilities are adequately addressed if the credit union 
uses a third party to prepare flood zone determinations; and 

- Verify that the credit union’s escrow procedures comply with 
Section 760.5 of the NCUA Rules and Regulations. 

x	 Forced Placement Requirements: 
- Ascertain that the credit union has appropriate policies and 

procedures in place to exercise its forced placement authority if 
the credit union determines that flood insurance coverage is 
less than the amount required by the FDPA; 

- Verify the following if the credit union is required to force 
place insurance: 

i.	 That it provides written notice to the borrower that flood 
insurance is required; and 

ii.	 That if the required insurance is not purchased by the 
borrower within 45 days from the date of notification, the 
credit union purchases the required insurance on the 
borrower’s behalf. 

x	 Checklists 
- Complete the FDPA checklist in AIRES, which provides 

informative guidance on the requirements of the regulation for 
each question. 

-	 Report a violation on the Violations form in AIRES. 

Additional	 Additional information is available on the Federal Reserve Board's 
Information	 web site at http://www.federalreserve.gov . The Publications Services 

Unit at (202) 452-3245 furnishes copies of the regulation and staff 
commentaries issued by the Federal Reserve System. 
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CONSUMER LEASING ACT – APPENDIX 19M 

Examination 
Objectives 

Risk 
Category 

Overview 

Definitions 

x 

x 

Assess the credit union’s compliance management system for the 
Consumer Leasing Act 
Determine whether the credit union provides required disclosures 
to lessees 

x Determine if the credit union accurately discloses lease terms in 
advertising 

x Compliance risk can occur when the credit union fails to 
implement the necessary controls to comply with the Consumer 
Leasing Act. 

x Reputation risk can occur when non-compliance with Regulation 
M or inadequate disclosures result in increased liability and risk of 
loss that may harm the credit union’s reputation. 

The Federal Reserve Board issued Regulation M (12 C.F.R. Part 213), 
the Consumer Leasing Act (15 USC 1667 et.seq.), to implement the 
consumer leasing portions of the Truth in Lending Act. The regulation 
requires meaningful disclosures to lessees for comparing consumer 
lease terms with other leases and credit transactions. It also limits 
balloon payments in consumer lease transactions, and provides for the 
accurate disclosures of lease terms in advertisements. NCUA Rules 
and Regulations §714 and Appendix 10A of this Guide contain more 
guidance on leasing programs. 

Regulation M applies to lessors of personal property under consumer 
leases, as these terms are defined below. 

For purposes of the Consumer Leasing Act, the following definitions 
apply: 

Adjusted capitalized cost: the gross capitalized cost less the capitalized cost 
reduction is the amount used by the lessor in calculating the base periodic 
payment. 

Capitalized cost reduction: the total amount of any rebate, cash payment, net 
trade-in allowance, and non-cash credit that reduces the gross capitalized cost. 
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EXAMINER'S GUIDE 


Closed-end lease: a consumer lease other than an open-end lease. This type of 

lease allows the member to “walk away” at the end of the contract period, with 

no further payment obligation, unless the property has been damaged or has 

sustained abnormal wear and tear. 


Consumer lease: a contract between a lessor and a lessee: 

x For the use of personal property by an individual (natural person); 

x To be used primarily for personal, family, or household purposes; 

x For a period of more than four months (week-to-week and month-to-month 


leases do not meet this criteria, even though they may be extended beyond 
four months); and 

x Has a total contractual cost of no more than $25,000. 

The Consumer Leasing Act and Regulation M cover a lease that meets all of the 
above criteria. The Consumer Leasing Act and Regulation M do not apply if the 
lease fails to meet any one of the above criteria. 

The following are not consumer leases: 
x A lease that meets the definition of a credit sale in Regulation Z 

§226.2(a)(16); 
x A business or agricultural lease, or one made to an organization or 

government; 
x A lease made for real property; and 
x A lease for personal property, which is incidental to the lease of real 

property, subject to certain conditions. 

Gross capitalized cost: the amount agreed upon by the lessor and lessee as the 
value of the leased property, plus any items that are capitalized or amortized 
during the lease term (e.g., taxes, insurance, service agreements, and any 
outstanding prior credit or lease balance). 

Lessee: a natural person who enters into or is offered a consumer lease. 

Lessor: a natural person or organization who regularly leases, offers to lease, or 
arranges for the leasing of personal property under a consumer lease. A person 
who leases or offers to lease more than five times in the preceding or current 
calendar year is subject to Regulation M. 

Open-end lease: a lease in which the amount owed at the end of the lease term 
is based on the difference between the residual value of the leased property and 
its realized value. The consumer may pay all or part of the difference if the 
realized value is less than the residual value, or the consumer may get a refund 
if the realized value is greater than the residual value at scheduled termination. 

Personal property: any property that is not real property under the law of the 
state where the property is located at the time it is offered or made available for 
lease. 

Realized value: 1) the price received by the lessor of the leased property at 
disposition, 2) the highest offer for disposition of the leased property, or 3) the 
fair market value of the leased property at the end of the lease term. 
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CONSUMER LEASING ACT – APPENDIX 19M 


Disclosures 

Advertising 

Residual value: the value of the leased property at the end of the lease, as 
estimated or assigned at consummation of the lease by the lessor. 

All disclosures required under Regulation M must be accurate, clear 
and conspicuous, in writing, and in a form the consumer can keep. 
Certain pieces of information must be kept together and segregated 
from other lease information. The lessee may agree to electronic 
disclosures. Credit unions must provide disclosures as follows: 

x	 Prior to or due at lease signing. The lessor must provide a dated 
disclosure containing all required information to the lessee before 
signing the lease. 

x	 Renegotiations and extensions. The lessor must also provide new 
disclosures when a lessee renegotiates or extends a lease, subject 
to certain exceptions. 

x	 Multiple lessors/lessees. In the event of multiple lessors, one lessor 
on behalf of all the lessors may make the required disclosures. If 
the lease involves more than one lessee, the lessor should give the 
required disclosures to any lessee who is primarily liable.  

All advertisements for consumer leases must be accurate and must 

comply with certain disclosure requirements. If a printed 

advertisement includes any reference to certain “trigger terms” (i.e., 

the amount of payment, statement of a capitalized cost reduction [i.e., 

down payment], other payment required, or that no such payment is 

required), then the advertisement must also state the following: 


x The transaction is for a lease; 

x The total amount due prior to or at lease signing, or delivery; 

x The number, amounts, and due dates or periods of scheduled 


payments; and 
x A statement of whether or not a security deposit is required. 

An advertisement for an open-end lease must also include a statement 
that the lessor may impose extra charges at the end of the lease based 
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Limits on 
Balloon 
Payments 

Penalties and 
Liabilities 

Record 
Retention 

on the difference between the residual value and the realized value at 
the end of the lease term. 

If lessors give a percentage rate in an advertisement, the rate cannot be 
more prominent than any of the other required disclosures. They must 
also include a statement that “this percentage may not measure the 
overall cost of financing this lease.” The lessor cannot use the term, 
“annual percentage rate,” “annual lease rate,” or any equivalent term. 

Some fees (license, registration, taxes, and inspection fees) may vary 
by state or locality. An advertisement may exclude these third-party 
fees from the disclosure of a periodic payment or total amount due at 
lease signing or delivery, provided the advertisement states that these 
have been excluded. Otherwise, an advertisement may include these 
fees in the periodic payment or total amount due, provided it states 
that the fees are based on a particular state or locality, and indicates 
that the fees may vary. 

In order to limit balloon payments that a lessor may require of the 
lessee, certain sections of the regulation call for reasonable 
calculations and estimates. These provisions protect the lessee at early 
termination of a lease, at the end of the lease term, or in a delinquency, 
default, or late payment status. The provisions limit the lessee’s 
liability at the end of the lease term and set reasonableness standards 
for wear and use charges, early termination charges, and penalties or 
fees for delinquency. 

Criminal and civil liability provisions of the Truth in Lending Act also 
apply to the Consumer Leasing Act. Actions alleging failure to 
disclose the required information, or otherwise comply with the 
Consumer Leasing Act, must be brought within one year of the 
termination of the lease agreement.  

Lessors must maintain evidence of compliance with the requirements 
imposed by Regulation M, other than the advertising requirements 
imposed under Section 7 of the regulation, for a period of not less than 
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CONSUMER LEASING ACT – APPENDIX 19M 


two years after the date required for the disclosures or the date of a 
required action. 

State Law Regulation M preempts state law, except where state law provides 
greater protection and benefit to the consumer. 

Examination 
Procedures 

An examiner may perform one or more of the following examination 
procedures, depending on the scope of the review. 

x 

x 
x 

x 

x 

x 

Determine if the credit union has made or arranged consumer 
leases since the last examination; 
Review the forms used in granting consumer leases; 
Determine that disclosures were furnished to members before 
consummation of the lease; 
Determine that lease disclosures are accurate, conspicuous, written 
in a form the consumer may keep, and consistent with the model 
disclosure forms; alternatively, that they are provided 
electronically where agreed to by the consumer; 
Complete the Regulation M Questionnaire in AIRES (the checklist 
provides informative guidance on the requirements of the 
regulation for each question); and 
Report a violation of Regulation M on the Violations form in 
AIRES. 

Additional 
Information 

Additional information is available on the Federal Reserve Board's 
web site at http://www.federalreserve.gov. The Publications Services 
Unit at (202) 452-3245 also furnishes copies of the regulation and staff 
commentaries issued by the Federal Reserve System. 
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PRIVACY OF CONSUMER FINANCIAL INFORMATION – APPENDIX 19N 


Examination In reviewing a credit union’s compliance with the Privacy Act, 
Procedures examiners should: 

x Identify the credit union’s information sharing practices (and 
changes to those practices) with affiliates and nonaffiliated third 
parties; how it treats nonpublic personal information; and how it 
administers opt-outs; 

x Determine the adequacy of the credit union’s internal controls and 
procedures to ensure compliance with the privacy regulation as 
applicable; 

x Ascertain areas of risk associated with the credit union’s sharing 
practices (especially those within §716.13 and those that fall 
outside of the exceptions) and any weaknesses found within the 
compliance management program; and 

x Determine which procedures if any the examiners should complete 
in the applicable module, focusing on areas of particular risk. The 
selection of procedures depends upon the adequacy of the credit 
union’s compliance management system and level of risk 
identified. Each module contains a series of general instruction to 
verify compliance, cross-referenced to cites within the regulation. 
Additionally, there are cross-references to a more comprehensive 
checklist, which the examiner may use if needed to evaluate 
compliance in more detail. 

Examiners should discuss emerging or unresolved deficiencies with 
management and, if material, in the examination report. 

Additional Refer to NCUA Rules and Regulations Part 716 and NCUA Letter to 
Information Credit Unions number 01-CU-02 for additional guidance. 

Page 19N-13 






































































	Structure Bookmarks
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure
	Figure


