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May 19, 2017 

 

 

Monica Jackson 
Office of the Executive Secretary 
Consumer Financial Protection Bureau 
1700 G Street NW 
Washington, DC  20552 

Re: Request for Information Regarding Use of Alternative Credit Data and Modeling Techniques 
 Docket No. CFPB-2017-0005  

Dear Ms. Jackson,  

I am writing on behalf of the California and Nevada Credit Union Leagues (Leagues), one of the largest 
state trade associations for credit unions in the United States, representing the interests of more than 350 
credit unions and their more than 10 million members/consumers. The Leagues welcome the opportunity 
to provide comments to the Consumer Financial Protection Bureau (Bureau) on their request for 
information (RFI) regarding the use of alternative data and modeling techniques in the credit process. 

The Bureau states that the use of traditional credit data and modeling techniques has left gaps in access 
to mainstream credit for certain consumer groups and segments. The Bureau estimates that 26 million 
Americans are “credit invisible,” meaning that they have no file with the major credit bureaus, while 
another 19 million are “unscorable” because their credit file is either too thin or too stale to generate a 
reliable score from one of the major credit scoring firms. The Bureau is exploring whether alternative data 
and modeling techniques could address this problem and reach some of the millions of consumers 
currently shut out of the mainstream credit system and enable others to obtain more favorable pricing 
based on more refined assessments of their risks. 

Credit Unions are Committed to Serving People of Modest Means 

One of the primary missions of credit unions is to make credit available to people of modest means. In 
addition, in 1970, the Federal Credit Union Act was amended to authorize the NCUA Board to permit 
credit unions predominantly serving low-income members to be designated as a Low-Income Credit 
Union (LICU). LICUs are able to take advantage of certain statutory benefits meant to help them provide 
services to those who need it most. Further, many credit unions self-designate as community 
development credit unions (CDCUs). CDCUs predominately serve people of modest means and are 
committed to promoting the economic and development needs of the community.  

The National Credit Union Administration (NCUA) recognizes the challenges LICUs and CDCUs may face 
in providing credit to members with lower credit scores or limited credit files. The NCUA’s Supervisory 
Guidance

1
 acknowledges that LICUs and CDCUs make credit available to their members by offering non-

traditional lending products that fit the unique needs of their members and they may employ non-
traditional loan underwriting including documenting history of timely rent and utility payments.  

The Leagues believe this type of alternative data is not only necessary and appropriate, but at the heart 
of what credit unions are about – people helping people. We urge the CFPB to consider that LICUs and 
CDCUs need the flexibility of considering alternative data in providing credit to their members. We support 
efforts that maintain that flexibility while still providing strong consumer protections.  

 

                                                 
1
 NCUA Supervisory Letter 08-01 - Supervising Low Income Credit Unions and Community Development Credit Unions 
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Compliance and Regulatory Risks 

The Leagues agree that the increased computing power and the expanded use of machine learning to 
mine massive datasets can lead to insights not otherwise discoverable through traditional underwriting 
methods. However, we are concerned with the potential regulatory and compliance issues and with the 
potential consumer and social issues.  

The Leagues are concerned with potential consumer risks, some of which were discussed in the RFI, 
including: consumer privacy, lost transparency, and lost ability to control or correct alternative data. All of 
these may result in making it harder for consumers to improve their credit standing.  

Credit unions are highly regulated and comply with multiple fair lending requirements including, but not 
limited to, those under the Fair Credit Reporting Act (FCRA), the Equal Credit Opportunity Act (ECOA), 
the Fair and Accurate Credit Transactions Act (FACTA), state credit reporting laws, and NCUA 
requirements.  

While we support innovative ideas that will provide greater access to credit to more consumers, credit 
unions and other financial institutions must carefully consider the potential risks of using alternative data. 
For example, use of alternative data could result in illegal discrimination when the data involves 
categories protected under federal or state fair lending laws. Under the ECOA we must be careful about 
overt as well as disparate treatment of protected classes. In addition, the CFPB has not defined “unfair, 
deceptive, or abusive acts or practices” (UDAAP) and use of alternative data could potentially raise 
UDAAP issues. 

The Leagues support the Bureau’s efforts to understand the benefits and risks stemming from use of 
alternative data and modeling techniques, and we strongly urge the Bureau to carefully consider how that 
use could result in running afoul of fair lending laws.  

Alternative Data Types and Risks 

The RFI lists several types of alternative data the Bureau is aware of through its research. These include:  

 Data showing trends or patterns in traditional loan repayment data. 

 Payment data relating to non-loan products requiring regular (typically monthly) payments, such 
as telecommunications, rent, insurance, or utilities.  

 Checking account transaction and cash flow data and information about a consumer’s assets, 
which could include the regularity of a consumer’s cash inflows and outflows, or information about 
prior income or expense shocks.  

 Data that some consider to be related to a consumer’s stability, which might include information 
about the frequency of changes in residences, employment, phone numbers or email addresses. 

 Data about a consumer’s educational or occupational attainment, including information about 
schools attended, degrees obtained, and job positions held. 

 Behavioral data about consumers, such as how consumers interact with a web interface or 
answer specific questions, or data about how they shop, browse, use devices, or move about 
their daily lives.  

 Data about consumers’ friends and associates, including data about connections on social media. 

The Leagues support the use of verifiable and valuable alternative data. However, credit unions have 
expressed concern not only about the potential fair lending violations for some of these data types, but 
also about the potential for fraudulent or otherwise inaccurate alternative data.  
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For example, many landlords may lack the skills or incentive to report consistent and accurate rent 
payment data. So, those renters would suffer an unfair advantage in that their rent history is not available, 
complete, or accurate. Taking that a step further, the ability of anyone to say they are a landlord and 
fraudulently report good or bad rent payment history for a friend or acquaintance makes this source of 
data unreliable and could severely impact a consumer’s credit access.  

While information from major service providers such as telecommunications, insurance, utilities, and other 
companies would be considered more reliable and accurate, having to report payment history to the credit 
bureaus will likely cause them to pass on related costs to the consumers. This could have a negative 
impact on low-income consumers. 

Credit unions have expressed concern about the inability of consumers to correct or change data for 
which they have no control – such as behavioral data captured about their online activity or their social 
media connections. What control do they have over what their family members or associates do online? 
How would they know there is data that might misrepresent them, and how would they correct it? How 
would use of this type of data diminish the use of social media? 

The Leagues urge the Bureau to ensure credit unions have the flexibility to consider verifiable and 
valuable alternative data without creating prescriptive requirements. We also encourage the Bureau 
consider potential unintended consequences and effect on consumers.   

Conclusion 

The unique member-owner, not-for-profit structure of credit unions and their close relationship with their 
members allows them to be flexible in meeting their members’ credit needs. We support efforts that 
maintain that flexibility, allow credit unions to consider verifiable and valuable alternative data, and 
continue to provide strong consumer fair lending protections. 

Thank you for the opportunity to comment on this RFI and for considering our views. If you have any 
questions about our comments, please do not hesitate to contact me.  

Sincerely, 

 

 

Diana R. Dykstra 
President and CEO 
California and Nevada Credit Union Leagues 
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