Congress of the United States

Washington, BDE 20515
March 1, 2024

The Honorable Todd M. Harper The Honorable Rohit Chopra
Chairman Director

National Credit Union Administration Consumer Financial Protection Bureau
1775 Duke Street 1700 G Street NW

Alexandria, VA 22314 Washington, DC 20552

Dear Chairman Harper and Director Chopra:

On Thursday February 15, 2024, members of the Congressional Black Caucus met with Ms. Mary
McDuffie the outgoing President and CEO of Navy Federal Credit Union (Navy Federal), the
largest credit union in the United States. The meeting was requested by 40 members of the
Congressional Black Caucus following a CNN report that raised questions about Navy Federal’s
mortgage lending practices. The report, which was based on federally issued Home Mortgage
Disclosure Act (HMDA) data from 2018-2022, concluded that Navy Federal “has the widest
disparity in mortgage approval rates between White and Black borrowers of” the 50 largest
mortgage lenders in the United States and that “Black applicants to Navy Federal were more than
twice as likely to be denied as White applicants even when more than a dozen different variables
... were the same.”

Navy Federal holds more than $160 billion in assets and serves more than 13 million members
including the military, veterans, and their families.? While CNN’s analysis does not prove that
Navy Federal has discriminated against current and former servicemembers on the basis of race
and national origin, it raises significant questions about unexplained and statistically significant
underwriting disparities. Navy Federal has pointed to data not publicly disclosed under HMDA as
a preliminary explanation for disparities revealed in public data.® Our request for a meeting with
Navy Federal made clear that our expectation was “to be provided, at minimum, aggregate data
from Navy Federal regarding credit scores or any other non-public variable that Navy Federal has
suggested serves as an explanation for Navy Federal’s alarming racial approval gap.” Navy Federal
failed to provide this information.

Mortgage lending discrimination is prohibited by the Equal Credit Opportunity Act and the Fair
Housing Act and can be proven under the theory of disparate treatment or disparate impact. It
remains unclear what variables Navy Federal is utilizing in product underwriting given the lack of
proof provided by the credit union. It also remains unclear whether Navy Federal has a legitimate
non-discriminatory reason that explains the observed disparities, or a legitimate business need for
its policies with no less discriminatory alternative. We join our colleagues on the House Committee
on Financial Services and Senate Committee on Banking in calling for a review of Navy Federal’s
mortgage lending practices and outcomes for compliance with applicable law and regulation.
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Because of the asset size of Navy Federal, both the NCUA and CFPB have a legal obligation to
supervise Navy Federal for compliance with fair lending laws, to make a referral to the DOJ if
they have reason to believe the credit union had engaged in a pattern or practice of discrimination,
and to engage in any appropriate supervisory or enforcement action. In addition, under the Fair
Housing Act the federal financial regulators have a duty to “affirmatively further fair housing,”
which means they must take meaningful actions that overcome patterns of segregation and foster
inclusive communities free from barriers that restrict access to opportunity based on protected
characteristics.

Considering these obligations, we ask that each agency report the following:

1.

10.

In 2023, what percent of Navy Federal’s mortgage originations were made to low- and
moderate-income borrowers? What percent were in low- and moderate-income census
tracts?

In 2023, what percent of Navy Federal’s mortgage originations were made to minority
borrowers? What percent were in majority-minority census tracts?

What percent of Navy Federal’s branches are located in low- and moderate-income census
tracts?

Does the agency have reason to believe that Navy Federal has engaged in discrimination
in mortgage underwriting on the basis of race or ethnicity in conventional or VA loans?
Has the agency referred Navy Federal to the DOJ for mortgage lending discrimination?
How does the agency ensure that a lender such as Navy Federal conducts a search for a
less discriminatory alternative in the underwriting context?

How does the Compliance Management System of Navy Federal compare to a strong
Compliance Management System with respect to controlling the risk of discrimination in
underwriting?

In the past five years, what Matters Requiring Attention or other supervisory guidance has
the agency provided to Navy Federal with respect to fair lending?

In the past five years, how have any fair lending findings impacted the agency’s ratings for
Navy Federal?

How does the agency carry out its obligation to affirmatively further fair housing in the
underwriting context?

We request that this information be provided by April 5, 2024.

Sincerely,
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Member of Congress Member of Congress Member of Congress



