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D. Underwriting and Eligibility

Don’t compromise on ability to repay (borrower capacity). Implementing an effective 
process for assessing a borrower’s ability to repay is essential to responsible lending.53 
This can mean:

Working with borrowers to complete a household budget that is as realistic as possible.

Collecting bank statements, copies of bills, a tax return, credit report, benefit letters, 
and/or paystubs for third party verification of an individual’s budget. 

Offering up-to-date information on resources that can help an individual meet their needs 
other than through your loan. 

Use alternative (non-credit based) means to assess “character” and bolster 

underwriting. In recent years, there has been an influx of innovators utilizing non-traditional 
credit data to underwrite credit-challenged consumers. Such innovators use data ranging 
from rental data, utility payments, work history, and behavioral tendencies during application 
to assess borrower creditworthiness. Lenders should consider working with these vendors 
or experimenting with approaches of their own to find an efficient way to underwrite people 
who do not have a qualifying credit score.54

Consider not counting or decreasing the weight of medical debt as a factor. People with 
disabilities are more likely to carry medical debt than those without a disability.55 Medical 
debt is often not a good indicator of someone’s credit worthiness since medical issues can 
be outside of one’s control. This is why many CBA members do not use a person’s credit 
score as a key factor during the loan application and determination process. However, if a 
borrower is actively paying back medical debt, and has little room in their budget to afford 
loan payments, this should be taken into account (perhaps while considering the borrower’s 
debt-to-income ratio and/or budget). 

When possible, give borrowers options for what types of documents they can provide 

and how they can provide them. CBA members reported that one of their biggest 
challenges at application was getting all the right documents and information from 
applicants. Giving applicants options for the types of documents they can submit, ensuring 
that none of the requirements are duplicative, and figuring out ways to streamline this 
process can reduce the burden on the applicant, and make the loan application process 
more efficient for you. For example, members have streamlined the application process by 
creating an online portal for submitting documents, helping applicants access documents 
that are available online, and having information on how to get a copy of your social security 
benefits’ letter on hand. 

Kinecta Credit Union partnered with LexisNexis to use the company’s RiskView 
Score tool to expand access to a loan designed to help borrowers consolidate 
and pay off outstanding payday loans. Utilizing the platform helped Kinecta keep 
charge-off rates for the product below 6%.

PRODUCTS-IN-A-BOX TOOLKITS HOUSING STABILITY TOOLKIT 
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For proof of income, borrowers could show proof through paystubs, a tax return, bank 
statements or benefit letters. 

Require proof from the potential or current landlord of the applicant's housing payment 

standing. 

For move-in loans, this may mean requiring a lease or communication with the landlord to 
ensure that the applicant is approved to move in.

For eviction prevention loans, this may mean ensuring that the applicant is not facing 
imminent eviction and would be better served by legal assistance, or having proof of a 
past due bill, etc.

In some cases, asking for proof from an applicant may have unintended consequences. 
For example, private landlords (especially those in competitive housing markets) may  
be wary of individuals whose applications seem complicated or who show signs of 
financial hardship. Interference from a lender could potentially harm an individual’s 
chances of attaining housing, even in jurisdictions with source of income anti-
discrimination legislation. Before embedding this tactic into your policies and 
procedures, consider soliciting the perspective of potential borrowers and other 
community stakeholders to craft underwriting criteria that will not impede your 
prospective borrowers’ housing stability. 

Use credit reports to discuss housing history. People with a volatile housing history can 
indeed be risky borrowers, but also the most in need of assistance. Rather than categorically 
denying borrowers based on their housing history, use the information to start a 
conversation about a) what is different now, b) how this loan could help them get on a track 
towards greater housing stability, or c) how this loan will not set them up for success longer-
term, and d) what actions they may be able to take to start the process of establishing 
eligibility down the road.

PRODUCTS-IN-A-BOX TOOLKITS HOUSING STABILITY TOOLKIT 

Consider other indicators of stability besides housing stability. Other indicators such 
as job stability and general ability to make ends meet on a monthly basis are also good 
measures of “credit worthiness” for this type of loan. 

Identify criteria for automatic denial. If there are specific criteria that will lead to denial, 
communicate this to borrowers up front. If your organization has requirements around credit 
scores, number of recent overdrafts or late payments, length of time since bankruptcy, etc., 
it is important to be transparent about this from the beginning to save everyone time and 
money. 

Be flexible, but fair. Each borrower will bring a different story and circumstance. In some 
cases, it may make sense to allow for exceptions to underwriting criteria. Leave room for 
flexibility within your underwriting policies and procedures, but ensure that flexibility does 
not interfere with being a fair, transparent, and consistent lender. Again, this is particularly 
important to ensure that you do not run afoul of any lending laws around equal access  
to credit.

www.cdcu.coop/initiatives/juntos-avanzamos-together-we-advance/


53

WHEN TO REQUIRE THIRD PARTY VERIFICATION?

Many CBA members were unsure of when to require third party verification for applicant 

information versus when to just take applicants at their word. For example, should an 

organization require bank statement to assist in creating a budget, or simply allow clients 

to create the budget from memory? The more third party verification you require, the 

more hassle the application process may be for the applicant. However, receiving accurate 

information may allow for a more realistic risk assessment of the loan application. 

Consider other indicators of stability besides housing stability. Other indicators such 
as job stability and general ability to make ends meet on a monthly basis are also good 
measures of “credit worthiness” for this type of loan. 

Identify criteria for automatic denial. If there are specific criteria that will lead to denial, 
communicate this to borrowers up front. If your organization has requirements around credit 
scores, number of recent overdrafts or late payments, length of time since bankruptcy, etc., 
it is important to be transparent about this from the beginning to save everyone time and 
money. 

Be flexible, but fair. Each borrower will bring a different story and circumstance. In some 
cases, it may make sense to allow for exceptions to underwriting criteria. Leave room for 
flexibility within your underwriting policies and procedures, but ensure that flexibility does 
not interfere with being a fair, transparent, and consistent lender. Again, this is particularly 
important to ensure that you do not run afoul of any lending laws around equal access  
to credit.


