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The True Cost of Manual Document
Processing in Credit Unions

A data-driven analysis for credit union executives on where operating
expenses hide, how manual workflows erode operational efficiency and
revenue, and what modern automation actually saves for members.
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Executive Summary

The problem

A $500M credit union spends $4M to $6M per year on manual document processing, and 55%
to 70% of that is not reflected in the general ledger. The cost hides in overtime, error rework,
examiner remediation, and the loan files that quietly walked to a competitor because members

could not wait another week.

Where the cost hides

Five categories drive the spend: direct labor (22% to 28% of non-interest expense at mid-sized
CUs), error rework (5% to 15% of files; LoanLogics measured 11.5% across mortgage),
compliance remediation, opportunity cost on loans (FlexCuTech reports up to 68% application
abandonment), and staff burnout (Wipfli: 46% of CUs cite recruitment and retention as a top
concern). Annual exposure scales with assets: roughly $1.6M at $100M, $5M at $500M, $8.8M
at $1B, $28.6M at $5B.

What automation actually saves

Across 70 Multimodal credit union engagements, agentic Al cut median processing time by
82% and cost per package by 69%, with first-pass accuracy rising from a 91% manual baseline
to 96 %, and ultimately to 99% or higher. FORUM Credit Union processes 70% more loans
without added headcount. Direct Mortgage Corp cut loan processing cost by 80%. Focused

deployments go live in 6 to 12 weeks.

The board prize
A 150 to 300 basis point efficiency-ratio lift inside 12 to 18 months, with 6 to 12 month payback
at the ~$1B asset tier. The opportunity cost of delay compounds every quarter and shows up in

the efficiency ratio the board reviews.
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The quantifiable problem most boards underestimate

The average credit union with $500M in assets allocates an estimated $4M to $6M per year to
manual document processing across lending, compliance, and member services. Based on
Multimodal's analysis of 70 credit union engagements drawn from 144 distinct mid-market
financial institution accounts and 445 prospect conversations,’ roughly 55% to 70% of that
total is invisible in general ledger line items. It hides inside staff overtime, error rework,
examiner remediation, and the loan files that quietly walked to a competitor because members

could not wait another week.

Hidden manual processing cost — $500M credit union

ANNUAL MANUAL DOCUMENT INVISIBLE SHARE OF EFFICIENCY
PROCESSING COST TOTAL COST RATIO GAP

$4M — $6M  55% —70% 200+ bps

That invisible share is one reason two credit unions of the same asset size can post very
different operating expenses and an efficiency ratio gap of 200 basis points or more. Callahan
& Associates, NAFCU, and Filene peer benchmarking data routinely show meaningful spreads
between similarly sized credit unions. Closing that gap is usually less about salaries, branch
footprint, or fees charged, and more about how many human hours disappear into re-keying
data, reconciling mismatched fields, chasing down missing signatures, and manually preparing

examiner packets while members are still waiting on support from front-line services.

1

Multimodal, 2026 Agentic Al Field Report
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Section 1: Mapping the hidden costs

Manual document processing is not one line item. It is a web of friction points distributed
across lending, deposits, account opening, fraud review, compliance, and member services.
When credit unions underestimate the true cost, it is almost always because only one or two of

the five categories below are being measured.

Five hidden cost categories of manual document processing

CATEGORY KEY METRICS

Direct labor $1.4M - $2.1M

« Annual fully loaded labor cost, document-touching roles ($500M CU)
o 22% — 28% of non-interest expense

« Loan officers spend 60%+ of time on routine paperwork

Error correction and rework $260K — $480K

o 5% - 15% first-pass error rate benchmark
« Annual operating expense impact at 600 applications/month, 10% rework rate

+« 3% — 6% of total overhead expenses

Compliance risk and examiner findings $150K — $600K

« Annual findings remediation budget at credit unions in the $500M - $5B range

Opportunity cost on loans $4.2M - $6.8M
+ 5-8 business day turnaround vs. 24 — 48 hours for direct lenders

« Lifetime revenue lost from 150 funded loans lost

Staff burnout and turnover

« 46% of credit unions cite recruitment and retention as a top concern

« Replacement cost: 75% — 125% of annual salary
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Cost category 1: Direct labor

This is the most visible layer. It includes document intake, data entry into the core platform,
manual review, indexing, and filing. Cornerstone Advisors' What's Going On in Banking 2026
finds that 59% of credit unions have already deployed generative Al and 17% have invested in
or deployed agentic Al specifically, ahead of community banks at 49% and 7%?2, respectively.
The pull is the cost base: across Multimodal's 70 credit union engagements, operations roles
whose primary function is document handling, exception management, and manual review
represent roughly 22% to 28% of non-interest expense at mid-sized credit unions, consistent

with the 67% personnel cost share Freddie Mac reports across mortgage production.?
Cost category 2: Error correction and rework

Industry benchmarks across financial services document workflows consistently place
first-pass error rates in the 5%-15% range for lending and account-opening files. LoanLogics'
10-year aggregate mortgage analysis pegs it at 11.5%,* and the most striking single number in
Multimodal's 2026 Field Report came from the head of indirect lending operations at a $4
billion credit union: 97% of incoming loan packets arrive incomplete, and 20% carry a red flag.
The causes are routine: missing pages, illegible scans, mismatched borrower information
across forms, outdated income verification, and field mapping errors between origination tools

and the core.

Many credit unions discover, once they measure it, that error correction alone consumes 3% to
6% of total overhead expenses. After deploying AgentFlow, FORUM Credit Union achieved
99% document classification accuracy and 99% data extraction precision across 62 auto loan

packages, each 15 to 61 pages,® eliminating the bulk of that rework.

2

Cornerstone Advisors, What's Going On in Banking 2026

% Freddie Mac, 2025 Cost to Originate Studies

4 Loanlogics Data Reveals 11.5% Error Rate Across Mortgage Industry Over Last 10 Years

®> Multimodal, FORUM Credit Union Streamlines Loan Decisions with 99% Accuracy Using AgentFlow
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Cost category 3: Compliance risk and examiner findings

Examiner findings tied to documentation quality, BSA file completeness, and adverse action

notices remain a common driver of remediation costs at credit unions. NCUA's 2025

Supervisory Priorities letter to credit unions (Letter 25-CU-01)° calls out credit risk,

cybersecurity, consumer financial protection, and balance sheet management as top examiner

focus areas, with detailed attention to underwriting standards, Allowance for Credit Losses

methodology, overdraft programs, and BSA compliance. Documentation quality for Allowance

for Credit Losses, BSA, and fair lending work sits directly in the path of most exams.

Cost category 4: Opportunity cost on loans

This is the single largest hidden cost for most institutions, and it rarely shows up on a P&L.

When your loan application turnaround is 5 to 8 business days and a direct lender can fund in

24 to 48 hours, you lose the loan. Industry research is consistent on the scale of the problem:

FlexCuTech reports that loan application abandonment rates can reach 68% in the credit union

industry, with auto loan completion at roughly 28%, personal loan completion at 42%, and

credit card completion at 34%.” The Financial Brand's digital banking benchmark research

found that abandonment rates can spike by up to 40% when online or mobile account-opening

flows exceed typical time thresholds of about 10 minutes on desktop and 5 minutes on mobile.

8

Multimodal's own market data confirms the drag: credit union auto lending market share fell to

roughly 16 % by mid-2024, with indirect auto balances declining 1.7% year over year for three

consecutive quarters.®

6

National Credit Union Administration, NCUA's 2025 Supervisory Priorities

7 ElexCuTech, 3 Effective Ways to Decrease Loan Application Abandonment

8

The Financial Brand, Top 5 Digital Account Opening Benchmarks for Banks & Credit Unions

® Credit Union Times, credit union auto lending market share data
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Cost category 5: Staff burnout and turnover

Wipfli's 2024 State of Credit Unions Report found that 46% of credit unions cited recruitment
and retention as a top concern,™ and studies from the Filene Research Institute consistently
identify administrative load as a driver of disengagement among operations staff. On
replacement cost, SHRM puts the typical cost of replacing an employee at roughly 6 to 9

months of salary.” At the same time, Gallup cites a range of 50% to 200% of annual salary

depending on role,™ so replacing a trained loan processor or compliance analyst generally
costs in the order of 75% to 125% of annual salary once you include recruiting, onboarding,
and productivity ramp. Teachers Federal Credit Union, working with AgentFlow-class
automation, eliminated 8 million manual clicks and freed more than 13,000 days of staff time,"

redirecting that capacity toward member service and complex underwriting.

Section 2: The findings across credit union deployments

To move from industry estimates to defensible numbers, we analyzed anonymized
before-and-after results from 70 credit union engagements, drawn from the broader
Multimodal portfolio of 144 mid-market financial institution accounts. The scope covered
consumer lending, mortgage intake, deposit account opening, and compliance document

preparation for credit unions with assets ranging from $200M to $4B.

The patterns are consistent. Across deployments, we measured four operating metrics:

10

Wipfli, 2024 State of Credit Unions Report

" SHRM, Turnover Cost Calculation Spreadsheet

12 Gallup, This Fixable Problem Costs U.S. Businesses $1 Trillion

¥ Multimodal, Credit Union Innovation in 2026: How Al Is Reshaping Member Lending
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Processing time per document package

Median time fell from ~45
minutes per loan file to ~8
minutes, an 82% reduction.
FORUM Credit Union's
deployment is the public
example: 99% classification
accuracy across 62 packages,

47+ fields per loan.

Cost per document

Fully loaded cost decreased
from ~$185 to ~$58 per
package, a 69% reduction.
Direct Mortgage Corp reported
an 80% reduction across the

full pipeline.

Accuracy rate

Manual baseline of 91% to 96 %
first-pass accuracy moved to
99%+ after automation.
FORUM exceeded 99% in both
classification and extraction

against an internal 90% target.

multimodal.dev
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Staff allocation

Operations staff time inverted: 70% on document handling shifted to 70% on member
engagement, fraud review, and member education. FORUM processes 70% more loans without

added headcount. "

Operations staff time allocation

30% Document work

70% Document handling

Member engagement, fraud

70% exception review, financial

education

30% Judgment or member-facing

4 America's Credit Unions, Al helps one credit union boost loan processing volume by 70%
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Section 3: Cost benchmarking by credit union size

The table below estimates annual manual document processing costs for credit unions by asset
size. Figures combine NCUA call report inputs, Cornerstone Advisors operating ratios, NAFCU
technology survey results, and anonymized deployment findings. Use these as directional

benchmarks for board conversations, not as audited figures.

Table 1: Estimated Annual Manual Document Processing Cost by Asset Size

Credit Union Lending Compliance Member Total Annual | As % of Operating
Assets Docs Docs Service Docs Cost Expenses
$100M in

~$850K ~$420K ~$320K ~$1.6M ~8% t0 11%
assets
$500M in

~$2.6M ~$1.4M ~$1.0M ~$5.0M ~7% t0 10%
assets
$1Binassets ~$4.5M ~$2.6M ~$1.7M ~$8.8M ~6% t0 9%
$5Bin assets ~$13.8M ~$9.6M ~$5.2M ~$28.6M ~5% to 8%

Three things stand out when credit unions review these benchmarks against their own

numbers.

e Smaller institutions carry a higher share of opex in document work.
e Compliance cost grows non-linearly once a CU crosses $1B in assets.”

e Member service docs are the most compressible category.

> NCUA Board proposes increasing threshold ones supervision
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Section 4: The compound effect on growth

The case for addressing manual processing is not only a cost story. It is a growth story. The
compound effect shows up in four strategic areas where credit unions are currently losing

ground to banks and fintechs that serve consumers with faster, cheaper solutions.
Scaling lending without adding headcount

When loan origination requires 20 to 40 minutes of staff time per application, your monthly
capacity is capped by your operations team's size. Automation removes that cap; credit unions
deploying agentic Al describe doubling loan volume without a proportional lift in operating

expenses.
Competing on member experience

Younger members do not compare your credit union to the credit union across town. They
compare you to Chime, Apple Pay, and the national banks' mobile apps. When members
can open an account at a megabank in under 8 minutes, but your process takes 3 days,

the financial brand conversation is already lost.

Digital access, real-time data, and instant document processing are table stakes for new

members under 40 who expect a modern member experience on every device they own.

Attracting deposits in a higher rate environment

Compressed net interest margin makes deposits and non-interest income the new front line.
Members live inside digital wallets, mobile apps, and personal finance tools. Manual document
processing slows account opening, cross-selling, and the rollout of financial wellness tools,

and members look elsewhere every week the program is not live.

multimodal.dev 1
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Funding the technology roadmap from within

Automation self-funds the rest of the roadmap. Operating expenses saved are redirected to
analytics, fraud prevention, and acquisition, and credit unions that delay tend to fall behind on
everything else because staff capacity remains consumed. Institutions with the lowest
efficiency ratios are not the ones with the biggest tech budgets; they are the ones with the

highest automation coverage.

Section 5: What automation actually saves, an illustrative example

lllustrative composite drawn from aggregate Multimodal deployment data. FORUM Credit Union

is the credit union customer cited with public-record figures.

Consider a $1.4 billion community credit union with roughly 92,000 members. Before
AgentFlow, consumer loans moved through manual intake, re-keyed borrower data,
second-analyst income review, exception packets to underwriting, and mailed notices. Cycle
time: 6.2 business days. Cost per funded loan: $187. First-pass accuracy: 92%. Monthly

volume: 340 loans.

After deploying AgentFlow on the front half of the pipeline (automated intake and classification,
real-time extraction against the core, exception-only human review, decision-ready packets,
and digital-channel notices), the numbers moved: Cycle time: ~4 hours. Cost per funded loan:

$58 (69% reduction). First-pass accuracy: 99.2%. Monthly volume: 680 loans, same staff.
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BEFORE AFTER
Cycle time 6.2 business days ~4 hours
Fully loaded cost per funded loan $187 $58
Cost reduction 69%
First-pass accuracy 92% 99.2%
Monthly funded loan volume 340 loans 680 loans
PROJECTED OUTCOMES WITHIN 12 MONTHS
Efficiency ratio improvement ~240 basis points
Fee income per member increase ~18%
Operations turnover reduction 31%
Recruiting and ramp cost savings ~$420K

Efficiency ratio improved by roughly 240 basis points within 12 months. Fee income per
member climbed ~18%, and operations turnover dropped 31%, saving the credit union about

$420K in recruiting and ramp costs.

The directional shape mirrors what FORUM Credit Union has reported publicly: 99% document
classification and extraction accuracy and 70% more loans processed without added

headcount.

The illustrative payoff at the ~$1.4B tier: a 240-basis-point efficiency-ratio lift in 12
months. $420K saved in operations turnover. Same staff, double the loan volume. The

board's job is to ask whether your numbers can do the same.
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What credit union boards should ask next?

If you are a credit union CEO, CFO, COO, or VP Operations, the questions below are the ones
we find most useful in early board conversations. Your internal finance and operations teams

can answer most of them within 30 days, and the answers will measure the size of the prize.

1. What is our current fully loaded cost per document across lending,
compliance, and member support?

2. What percentage of our operating expenses sits in document handling
roles today?

3. How many loan files abandoned our pipeline last year, and at which
stage did members drop off?

4. What is our examiner findings remediation cost over the last 24
months, and how much of it traces back to manual document workflows?

5. What is our operations turnover rate, and what does exit interview
data say about repetitive work?

6. What would a 200- to 300-basis-point improvement in the efficiency
ratio free up for deeper member relationships, fraud prevention, and
digital capabilities?

A practical next step

Credit unions that protect fee income and stay competitive over the next five years will treat
manual document processing as a solvable problem rather than a fact of life. The opportunity

cost of delay compounds every quarter and shows up in the efficiency ratio the board reviews.

Schedule a working session with Multimodal's forward-deployed team to estimate the potential

for operating-expense reduction for your institution.
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Ready to Lower Your Efficiency Ratio Without Cutting Services?

Visit multimodal.dev/book-a-demo for a 30-minute walkthrough of AgentFlow, tailored to your
credit union's document workflows, compliance posture, and member service stack.

Contributors
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