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FAIR LENDING POLICY

New City Funding Corp (NCFC) is committed to providing loan finance services to
applicants and borrowers on an equal basis. It is NCFC’s policy to treat all of its applicants and
borrowers consistently and in compliance with fair lending laws, throughout the loan process,
from application to satisfaction, including collection and foreclosure, as applicable.

NCFC’s employees offer assistance and services in a fair and consistent manner during
the performance of their jobs to all potential applicants and borrowers without regard to race,
color, religion, national origin, sex, marital status, disability, familial status, age (provided the
applicant has legal capacity to enter into a binding contract), NCFC is committed to informing its
employees of and implementing policies that ensure compliance with all fair lending laws,
including New York Executive Law § 296-a.

Equal Credit Opportunity Act (15 U.S.C. 88 1691-1691f) and Regulation B (12
C.F.R. Part 202)

1. The Equal Credit Opportunity Act (“ECOA”’) makes it unlawful for any creditor
to:

. Discriminate against any applicant with respect to any aspect of a credit
transaction on an ECOA-defined prohibited basis; and

. Make any oral or written statement, in advertising or otherwise, to applicants or
prospective applicants that would discourage on a prohibited basis a reasonable person from
making or pursuing an application.

2. The ECOA prohibited bases are:

. Race,



. Color,

. Religion,

. National origin,

. Sex,

. Marital status,

. Age (provided the applicant has the capacity to enter into a binding contract),

* The applicant’s receipt of income derived from any public assistance program, or

*The applicant’s exercise, in good faith, of any right under the Consumer Credit
Protection Act.

3. Regulation B implements the ECOA and more specifically describes particular actions
within the credit process that are prohibited, permitted, and/or required.

4. Actionable Legal Theories

a. Disparate Treatment. If a policy or practice treats protected classes differently on a
prohibited basis (commonly known as “disparate treatment”), the creditor has violated the ECOA
and Reg. B. Disparate treatment is proven by overt evidence or non-overt evidence. An
example of overt evidence is a policy that provides that a prohibited basis should be taken into
account when reviewing an applicant (e.g., joint applicants must be married for credit to be
approved). Non-overt evidence of disparate treatment is generally statistical (e.g., statistics that
show when protected classes are compared to non-protected classes, the protected classes are
treated differently). For example, although there may be no formal policy to treat joint
applicants differently based on marital status, a review of all approvals and denials reveals that
credit was extended (or offered) only to joint applicants that are married. The evidence indicates
disparate treatment.

b. Disparate Impact. If a policy or practice does not discriminate on a prohibited basis,
but has the result or effect of treating protected classes adversely on a prohibited basis
(commonly known as “disparate impact” or “disparate effect”), the creditor may have violated
the ECOA and Reg. B. The creditor with such a policy or practice does not need to intend to
discriminate in order for there to be a violation. If the policy or practice has a discriminatory
effect or impact on a prohibited basis, it may be a violation.



The Consumer Financial Protection Bureau (“CFPB”) will consider a policy or
criterion to have a potentially disparate impact if:

*A specific policy or criterion is involved;
*The policy or criterion on its stated terms is neutral,

*The negative effects of the policy or criterion fall disproportionately on applicants in a
prohibited basis group;

*There is a causal relationship between the policy or criterion and the adverse result;
Either of the following:

The policy or criterion has no clear rationale, appears to exist merely for convenience or
to avoid a minimal expense, or is far removed from common sense or standard industry
underwriting practices;

OR Even if there is a sound justification for the policy, it appears that there may be an
equally effective alternative for accomplishing the same objective with a smaller
disproportionate adverse impact.

c. There is a three-part analysis to determine disparate impact.

1. Does the challenged practice have a disproportionately negative impact on a protected
group? If so, the burden shifts to the creditor for the second step.

2. Does the creditor have a compelling business justification for the practice? Creditors
should be able to establish a compelling business justification for the practice. If there is no such
justification, the practice is unlawful. If a business justification exists, the burden shifts back to
the plaintiff for the third step.

3. Could the creditor’s legitimate business need have been met by other means that are
less discriminatory in their net effects and less disparate in their impact? If not, then the
creditor’s challenged practice is not a violation.

As with non-overt evidence of disparate treatment, disparate impact is proven by
statistical evidence comparing protected classes against non-protected classes.



State and Local Fair Lending Laws

In addition to those prohibited bases identified under federal law, state laws add the
following prohibited bases:

. Ancestry,

Childbearing capacity,

. Creed,

. Familial status,

. Family responsibilities,

. Gender identity or expression,
. Genetic information,

. Learning disability,

. Matriculation,

. Military status,

. Personal appearance,

. Physical or mental disability,

. Political affiliation,

. Pregnancy,

. Parenthood,

. Order of protection status,

. Religious creed,

. Sexual orientation,

. Status as a victim of intra family offense, or
. Unfavorable discharge from the military.

The state laws also prohibit creditor inquiry concerning any of the above prohibited
bases.



Policies and Procedures

A. New City Funding Corp.’s policies and procedures shall state with specificity
New City Funding Corp.’s obligation and commitment to comply with FL Laws. The policies
and procedures shall provide:

A creditor is not permitted to discriminate on a prohibited basis. Prohibited basis means
race, color, religion, national origin, sex, marital status, age, because the person receives some
type of public assistance, or because a person has asserted rights under a consumer credit
protection statute. Additionally, creditors are not allowed to discriminate based on sexual
orientation, military status, familial status, or disability. Sometimes persons within these
“prohibited basis” and nondiscrimination categories are often referred to as “protected classes.”

The purpose of the ECOA, Reg. B and state anti-discrimination laws is for all applicants
to be treated fairly in every aspect of a credit transaction, and for a creditor not to be influenced
by an applicant’s race, color, religion, national origin, sex, marital status, age, that the person
receives some type of public assistance or benefits, the fact that the person has, in good faith,
exercised a right under the Consumer Credit Protection Act, sexual orientation, military status,
familial status, or disability.

The prohibition on discrimination applies to every stage of the credit process. This
includes (but is not limited to):

. To whom credit is targeted or advertised,

. The application procedures, including how credit applications are evaluated;

. The credit terms that are offered;

. The criteria used to evaluate creditworthiness;

. How a customer’s account is administered; and

. How a customer’s account is handled with respect to delinquency and defaults.

If a policy or practice treats protected classes differently on a prohibited basis, the ECOA
and Reg. B are violated, along with, potentially, state law. This is true whether or not such
policy or practice was intended to discriminate. Thus, if a policy or practice has the result or
effect of treating protected classes differently on a prohibited basis, the ECOA and Reg. B, and
potentially, state law are violated.



New York Consolidated Laws, Executive Law - EXC § 296-a. Unlawful discriminatory
practices in relation to credit

1. It shall be an unlawful discriminatory practice for any creditor or any officer, agent
or employee thereof:

a. Inthe case of applications for credit with respect to the purchase, acquisition,
construction, rehabilitation, repair or maintenance of any housing accommodation, land or
commercial space to discriminate against any such applicant because of the race, creed, color,
national origin, sexual orientation, military status, age, sex, marital status, disability, or familial
status of such applicant or applicants or any member, stockholder, director, officer or employee
of such applicant or applicants, or of the prospective occupants or tenants of such housing
accommodation, land or commercial space, in the granting, withholding, extending or renewing,
or in the fixing of the rates, terms or conditions of, any such credit;

b. To discriminate in the granting, withholding, extending or renewing, or in the fixing
of the rates, terms or conditions of, any form of credit, on the basis of race, creed, color, national
origin, sexual orientation, military status, age, sex, marital status, disability, or familial status;

c. Touse any form of application for credit or use or make any record or inquiry which
expresses, directly or indirectly, any limitation, specification, or discrimination as to race, creed,
color, national origin, sexual orientation, military status, age, sex, marital status, disability, or
familial status;

d. To make any inquiry of an applicant concerning his or her capacity to reproduce, or
his or her use or advocacy of any form of birth control or family planning;

e. To refuse to consider sources of an applicant's income or to subject an applicant's
income to discounting, in whole or in part, because of an applicant's race, creed, color, national
origin, sexual orientation, military status, age, sex, marital status, childbearing potential,
disability, or familial status;

f. To discriminate against a married person because such person neither uses nor is
known by the surname of his or her spouse.

This paragraph shall not apply to any situation where the use of a surname would
constitute or result in a criminal act.

2. Without limiting the generality of subdivision one of this section, it shall be
considered discriminatory if, because of an applicant's or class of applicants' race, creed, color,
national origin, sexual orientation, military status, age, sex, marital status or disability, or
familial status, (i) an applicant or class of applicants is denied credit in circumstances where
other applicants of like overall credit worthiness are granted credit, or (ii) special requirements or
conditions, such as requiring co-obligors or reapplication upon marriage, are imposed upon an



applicant or class of applicants in circumstances where similar requirements or conditions are not
imposed upon other applicants of like overall credit worthiness.

3. It shall not be considered discriminatory if credit differentiations or decisions are
based upon factually supportable, objective differences in applicants' overall credit worthiness,
which may include reference to such factors as current income, assets and prior credit history of
such applicants, as well as reference to any other relevant factually supportable data; provided,
however, that no creditor shall consider, in evaluating the credit worthiness of an applicant,
aggregate statistics or assumptions relating to race, creed, color, national origin, sexual
orientation, military status, sex, marital status or disability, or to the likelihood of any group of
persons bearing or rearing children, or for that reason receiving diminished or interrupted income
in the future.

3-a. It shall not be an unlawful discriminatory practice to consider age in determining
credit worthiness when age has a demonstrable and statistically sound relationship to a
determination of credit worthiness.

4. a. |Ifsorequested by an applicant for credit, a creditor shall furnish such applicant
with a statement of the specific reasons for rejection of the applicant's application for credit.

b. If so requested in writing by an individual who is or was married, a creditor or credit
reporting bureau shall maintain in its records a separate credit history for any such individual.
Such separate history shall include all obligations as to which such bureau has notice with
respect to which any such person is or was individually or jointly liable.

5. No provision of this section providing spouses the right to separately apply for credit,
borrow money, or have separate credit histories maintained shall limit or foreclose the right of
creditors, under any other provision of law, to hold one spouse legally liable for debts incurred
by the other.

6. Any person claiming to be aggrieved by an unlawful discriminatory practice engaged
in by a regulated creditor, in lieu of the procedure set forth in section two hundred ninety-seven
of this article, may file a verified complaint with the superintendent, as provided hereinafter;
provided, however, that the filing of a complaint with either the superintendent or the division
shall bar subsequent recourse to the other agency, as well as to any local commission on human
rights, with respect to the grievance complained of.

7. Inthe case of a verified complaint filed with the superintendent the following
procedures shall be followed:

a. After receipt of the complaint, the superintendent shall make a determination within
thirty days of whether there is probable cause to believe that the person named in the complaint
has engaged in or is engaging in an unlawful discriminatory practice. If the superintendent



determines there is no such probable cause, the complaint shall be dismissed. If the
superintendent determines that there is such probable cause, he or she shall attempt to resolve
such complaint by conference and conciliation. If conciliation is achieved, the terms shall be
recorded in a written agreement signed by the creditor and complainant, a copy of which shall be
forwarded to the commissioner.

b. If conciliation is not achieved, the superintendent or his or her designated
representative shall conduct a hearing with respect to the alleged violation of this section. All
interested parties shall be entitled to adequate and timely notice of the hearing. Such parties
shall have the right to be represented by counsel or by other representatives of their own
choosing; to offer evidence and witnesses in their own behalf and to cross-examine other parties
and witnesses; to have the power of subpoena exercised in their behalf; and to have access to a
written record of such hearing. The superintendent or his or her representative shall not be
bound by the strict rules of evidence prevailing in courts of law or equity. The testimony taken
shall be under oath and a record shall be made of the proceedings. A written decision shall be
made by the superintendent or his or her designated representative separately setting forth
findings of fact and conclusions of law. A copy of such decision shall be forwarded to the
commissioner.

c. If the superintendent finds that a violation of this section has occurred, the
superintendent shall issue an order which shall do one or more of the following:

(1) impose a fine in an amount not to exceed ten thousand dollars for each violation, to
be paid to the people of the state of New York;

(2) award compensatory damages to the person aggrieved by such violation;

(3) for aclaim of sex discrimination only, award reasonable attorney's fees attributable to
such claim to any prevailing party; provided, however, that a prevailing respondent or defendant
in order to recover such reasonable attorney's fees must make a motion requesting such fees and
show that the action or proceeding brought was frivolous. In no case shall attorney's fees be
awarded to the department, nor shall the department be liable to a prevailing party for attorney's
fees. In order to find the action or proceeding to be frivolous, the superintendent must find in
writing one or more of the following:

(a) the action or proceeding was commenced, used or continued in bad faith, solely to
delay or prolong the resolution of the litigation or to harass or maliciously injure another; or

(b) the action or proceeding was commenced or continued in bad faith without any
reasonable basis and could not be supported by a good faith argument for an extension,
modification or reversal of existing law. If the action or proceeding was promptly discontinued
when the party or attorney learned or should have learned that the action or proceeding lacked
such a reasonable basis, the court may find that the party or the attorney did not act in bad faith.



(4) require the regulated creditor to cease and desist from such unlawful discriminatory
practices;

(5) require the regulated creditor to take such further affirmative action as will effectuate
the purposes of this section, including, but not limited to, granting the credit which was the
subject of the complaint.

d. Any complainant, respondent or other person aggrieved by any order or final
determination of the superintendent may obtain judicial review thereof.

8. Where the superintendent makes a determination that a regulated creditor has
engaged in or is engaging in discriminatory practices, the superintendent is empowered to issue
appropriate orders to such creditor pursuant to the banking law. Such orders may be issued
without the necessity of a complaint being filed by an aggrieved person.

9. Whenever any creditor makes application to the superintendent of financial services
to take any action requiring consideration by the superintendent of the public interest and the
needs and convenience thereof, or requiring a finding that the financial responsibility,
experience, charter, 1 and general fitness of the applicant, and of the members thereof if the
applicant be a co-partnership or association, and of the officers and directors thereof if the
applicant be a corporation, are such as to command the confidence of the community and to
warrant belief that the business will be operated honestly, fairly, and efficiently, such creditor
shall certify to the superintendent compliance with the provisions of this section. In the event
that the records of the department of financial services show that such creditor has been found to
be in violation of this section, such creditor shall describe what action has been taken with
respect to its credit policies and procedures to remedy such violation or violations. The
superintendent shall, in approving the foregoing applications and making the foregoing findings,
give appropriate weight to compliance with this section.

10. Any complaint filed with the superintendent pursuant to this section shall be so filed
within one year after the occurrence of the alleged unlawful discriminatory practice.

11. The superintendent is hereby empowered to promulgate rules and regulations
hereunder to effectuate the purposes of this section.

12. The provisions of this section, as they relate to age, shall not apply to persons under
the age of eighteen years.



