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' Consumer Financia
| r Protection Bureau

RE: FOIA Request #CFPB-2017-332-F

June 23, 2017

This letter is in final response to your Freedom of Information Act (FOIA) request dated May 24,
2017. Your request sought a copy of all Congressional Correspondence since January 21, 2017.

A search of our Office of External Affairs for documents responsive to your request produced a
total of 1026 pages. Of those pages, I have determined that 1011 pages of the records are
granted in full and 15 pages are granted in part pursuant to Title 5 U.S.C. § 552 (b)(6).

FOIA Exemption 6 exempts from disclosure personnel or medical files and similar files the
release of which would cause a clearly unwarranted invasion of personal privacy. This requires a
balancing of the public’s right to disclosure against the individual’s right to privacy. The privacy
interests of the individuals in the records you have requested outweigh any minimal public
interest in disclosure of the information. Any private interest you may have in that information
does not factor into the aforementioned balancing test.

You may appeal any of the responses or decisions set forth above. If you choose to file an
appeal, you must do so within 90 calendar days from the date of this letter. Your appeal must be
in writing, signed by you or your representative, and should contain the rationale for the appeal.
You may send your appeal via the mail (address below), email (CFPB_FOIA@cfpb.gov) or fax
(1-855-FAX-FOIA (329-3642)).

Your appeal should be addressed to:

Consumer Financial Protection Bureau
Chief FOIA Officer
Freedom of Information Appeal
1700 G Street, NW
Washington, DC 20552

Provisions of the FOIA allow us to recover part of the cost of complying with your request. In
this instance, we have waived all fees related to the processing of your request.



For inquiries concerning your request, please contact our FOIA Public Liaison at
CFPB_FOIA@cfpb.gov or by phone at 1-855-444-FOIA (3642).

Additionally, you may contact the Office of Government Information Services (OGIS) at the
National Archives and Records Administration to inquire about the FOIA mediation services
they offer. The contact information for OGIS is as follows: Office of Government Information
Services, National Archives and Records Administration, 8601 Adelphi Road-OGIS,

College Park, MD 20740; e-mail at ogis@nara.gov; telephone at 202-741-5770; toll free at
1-877-684-6448; or facsimile at 202-741-5769.

Sincerely,
=D
Raynell D. Lazier

FOIA Manager
Operations Division



January 23, 2017

Hon. Richard Cordray, Director
Consurner Financial Protection Bureau
1700 G Street

Washington, DC 20552

Re: Loosening of Mortgage Credit Standards

Dear Director Cordray:

High risk lending by U.S. financial institutions was a key contributor to the 2008 financial
crisis. In the wake of that crisis, your agency promulgated the Ability to Repay (ATR) rule,
monitoring lender compliance with standards designed to ensure that high risk, poor quality home
loans will never again be allowed to proliferate and upend the U.S. economy. Some institutions,
however, continue to place profit before prudence ignoring the risks to borrowers, communities
and the economy so long as there is enough money to be made.

A recent Moody’s Investor Service report highlighted a move by one Residential Mortgage
Backed Securities (RMBS) fund, the Caliber Home Loans Trust, to include 65 loans where only a
30 day bank statement was used to verify income. As noted in the report, “morngage programs
that use bank statements and CPA letters to verify borrower income (bank statement loans),
particularly those that rely on less than 24 months of statements (short-term bank statement loans),
are riskier than typical mortgages in that they are more susceptible to income fraud and risk non-
compliance with the ATR rule. They are also more susceptible to an inadequate assessment of the
borrower’s capacity to repay the loan.”

I would urge the CFPB, if you are not doing so already, to investigate this disturbing drift
away from prudent underwriting. This movement is all the more troubling in light of Caliber Home

! Moody's Investors Service Sector Profile, RMBS - US Q3 2016 Originator and Servicer Dashboard, 2 December
2016



Loans’ track record and its capacity to engage in far larger transactions as a subsidiary of the
privaie equity giant, the Lone Star Funds.

Lone Star has emerged as one of the largest purchasers of distressed loans from the Federal
Housing Administration (FHA) and the Government Sponsored Enterprises (GSEs). Lone Star has
also made a name for itself as one of the purchasers least likely to offer realistic loan modifications
so that families can remain in their homes. On the contrary, “buried in a confidential bond
document, in a jumble of legalese, Lone Star explains to investors one way it profits from
delinquent loans. Lone Star’s mortgage subsidiary will lower a borrower’s monthly payment if the
net present value of a modification is greater than the net present value of a foreclosure, loan sale
or short sale. Translation: If foreclosing on 2 homeowner is the most profitable option, Lone Star
is likely to foreclose.”? Last year, FHA acknowledged the temerity of Caliber’s mortgage
modification practices by explicitly banning Caliber’s strategy of offering temporary loan
modifications with a “five-year interest-only” term which resulted in homeowners owing as much
after five years of payments as they did prior to the modification. This pattern of behavior does
not instill confidence that Lone Star and Caliber will work with homeowners in good faith should
the Caliber Home Loans Trust mortgages become distressed.

The New York Attomey General has opened an investigation into Lone Star and Caliber
following a rash of complaints about the company’s mortgage servicing practices, including loan
modifications that temporarily reduce a borrower’s payments but then revert back to the original
payments often with all the deferred payments added to the back end of the loan.} And just this
month, news reports disclosed that Deutsche Bank, as part of its mortgage settlement with the U.S.
Department of Justice, is considering lending to firms that have profited from buying up distressed
loans, such as the Lone Star Funds, instead of using its own balance sheet to provide relief to
borrowers.*

While there may be legitimate reasons for offering short-term bank statement loans to a
limited segment of the home buying public, institutions offering such programs should be held to
the highest standards to ensure that home buyers are not abused. They should also have track
records that do not repeatedly display a propensity to take advantage of homeowners, communities,
and the U.S. housing market. In fact, “the quality of loans originated through bank statement
income documentation programs depends heavily on the strength of the lender’s practices in
determining the borrower’s income...” The Moody's report suggests that a third party review can
“reveal how well the lender adheres to its underwriting guidelines, affecting the likelihood that it
could originate loans that are riskier than the guidelines indicate.” ¢

* How Housing’s New Players Spiraled into Banks™ Old Mistakes, by Matthew Goldstein, Rachel Abrams and Ben
Protess, New York Times, June 26, 2016

I New York Attorney General Examining Private Equity Firm's Mortgage Business, New York Times, Oct. 6 2015
? Deutsche Bank Eyes Private Equity Help in U.S. Settlement, by Matt Scully, Bloomberg, January 4, 2017

* Moody’s Investor Service, Sector In-Depth RMBS - US, February 9, 2016
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Before Caliber, Lone Star, or any other entity delermines that a movement back to the days
of risky or predatory lending practices can grow unnoticed and unchecked, the CFPB should
examine these bank statement loan programs and the institutions marketing them.

Thank you for your consideration of this letter. I look forward to your response. If you
would like to discuss any of these issues further, please contact me directly or have your staff
contact Gira Bose in my office at gira.bose ¢/ imail.house.gov or via phone at 202-225-5111.
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1700 G Street N W Washington DG 20552
g January 23, 2017

The Honorable Mike Crapo The Honorable Sherrod Brown
Chairman Ranking Member

U.S. Senate U.S. Senate

Committee on Banking, Housing, and Urban Affairs Committee on Banking, Housing, and Urban Affairs
534 Dirksen Senate Office Building 534 Dirksen Senate Office Building
Washington, D.C. 20510 Washington, D.C. 20510

The Honorable Jeb Hensarling The Honorable Maxine Waters
Chairman Reanking Member

U.S. House of Representatives U.S. House of Representatives
Committee on Financial Services Committee on Financial Services
2129 Rayburn House Office Building 2221 Rayburn House Office Building
Washington, D.C. 20515 Washington, D.C. 20515

Dear Chairmen and Ranking Members,

Enclosed please find the FY 2016 annual independent audit report completed by KPMG, L.L.P. in accordance
with Government Auditing Standards (GAS) issued by the Comptroller General of the United States. This
report was commissioned by the Consumer Financial Protection Bureau (CFPB) in accordance with Section
1573 of the Full-Year Continuing Appropriations Act of 2011 (Pub. L. 112-10) which amended the Dodd-Frank
Wall Street Reform and Consumer Protection Act of 2010 to require the CFPB to order an annual independent
audit of its operations and budget.

The FY 2016 independent audit evaluated: (1) CFPB’s budget process relative to CFPB policies and procedures
established over budget forrnulation, execution, and monitoring; {2) Asset management process relative to its
policies and procedures over managing and maintaining accountability of CFPB assets; (3) Frequent Traveler
Stipend Program process relative to its policies and procedures over issuing annual stipends to employees for
extended overnight travel while on temporary official business; and (4) the corrective actions taken to resolve
the findings included in CFPB’s FY 2015 Independent Audit of Operations and Budget, also completed by
KPMG, L.L.P. CFPB has partially remediated the finding from the 2015 Independent Audit. We will continue
our work to fully remediate the finding during the upcoming year. Finally, the CFPB agrees with the two
identified conditions around asset management and accompanving recommendations from the 2016 audit report
and is alre: ' preparing to implement the proposed recommen tions for this focus area. We are pleased to
report these positive results and will continue to work to improve our processes.

Should you have any questions about this report, please do not hesitate to contact me or have your staff contact

Matt Pippin or Patrick O’Brien of the Bureau’s Legislative Affairs staff. Mr. Pippin can be reached (202) 435-
7552 and Mr. O’Brien can be reached at {202) 435-7180.

i

Assistant Director for Legislative Affairs




Consumer Financial Protection Bureau
Independent Audit of Selected Operations
and Budget

December 16, 2016

KPMG LLP

Suite 12000

1801 K Street, NW
Washington, DC 20006
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KPMG LLP

Sute 12000

1801 K Streat, NW
Washington, DC 20006

EXECUTIVE SUMMARY

December 16, 2016

The Honorable Richard Cordray
Director

Consumer Financial Protection Bureau
1700 G Street NW

Washington, DC 20552

Dear Mr. Cordray:

This report presents the results of our work conducted to address the performance audit objectives relative
to the Consumer Financial Protection Bureau {hereinafter referred to as “CFPB™ or “Bureau™). Qur work
was perfonmed during the period July 12, 2016 to December 16, 2016, and our results, reported herein, are

as of December 16, 2016,

We conducted this performmance audit in accordance with Goveriment Auditing Standards issued by the
Comptroller General of the United Siates. Those standards require that we plan and perform the audit to
obtain sufficient, appropriate evidence to provide a reasonabie basis for our findings and recommendations
bascd on our audit objectives. We believe that the evidence obtained provides a reasonable basis for our

{indings and recommendations based on our audit objectives.

As specified by CFPB, our audit objectives were to evaluate CFPB's (1) budget process relative to its policies
and procedures established over budget fonmulation, execution, and monitoring; (2) asset management
process relative to its policies and procedures over managing and maint:  ing accountability of CFPB assets;
(3) frequent travecler stipend program process relative to its policies and procedures over issuing annual
stipends to employees for extended overnight travel while on temporary official business; and (4) corrective
actions laken 1o resolve the findings and recommendations included in CFPB's 2045 fndependent Audit of

Selected Operations and Budger . which was performed by KPMG.
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As our report further describes, we identified the following finding as a result of the work performed to meet

our audit objectives:

A, Adherence with asset management policies and procedures needs to be improved and certain additional

controls need to be adopted.
We recommend that CFPB:

1. lnplement controls designed to ensure that barcoded asset tags are affixed to atl servers upon acquisition
and that they can be physically accessed {or scanning purposes during the inventory process.
2. Update inventory observation-related standard operating procedures to provide guidance on how to
document the results of the annual inventory, including (1) the date the observation(s) was performed,
{2) the number and type of discrepancies identified (e.g., items that were found to be damaged or
defective, as well as assets obscrved to be in use that were not included on the inventory tracking
spreadsheet. and (3} disposition of the discrepancies identilied. including any corrections or adjustments
made 1o the inventory tracking spreadsheet.
3. Rcinforce key objectives and procedures in the inventory observation process to help ensure that
a. All assets within CFPB’s possession are safeguarded and can be readily located using the
inventory tracking spreadsheets;
b. Appropriate documentation is maintained regarding the performance of the inventory
observations:
c. Inventory-related discrepancies are resolved; and
d. Necessary updates are made to inventory listings.

4. Provide training to applicable personnel regarding annual inventory policies and procedures.

Through our procedures, we determined that the prior year audit’s control deliciency has been partially
remediated. Draft procedures and options available to ensure positive destruction of storage that contains
personally identifiable information has been comnpleted, but finalization of the proccdures and the Chief
Information Officer’s approval were in progress and not started, respectively, as of the corrective action

plan’s September 30. 2016 target completion date. We note, however, that CFPB manageimnent provided a
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copy of the final CFPB Media Sanitization and Destruction Standard, which was signed by the Acting Chief

[nformation Officer in November, 2016.

In addition, we identifted certain areas for improvement, as presented in Appendix 4 — Additional
Improvement Observations, We detennined that these observations are not reportabie lindings. However,
understanding these observations may be useful to CFPB in strengthening the budget and frequent traveler

stipend program practices.

This performance audit did not constitute an audit of financial statements in accordance with Governmeni
Auditing Standards or U.S. Generafly Accepted Auditing Standards, KPMG LLP was not engaged to and
did not render an opinion on the CFPB's internal controls over financial reporting or over financial
tnanagement systems (for purposes of Office of Management and Budget {OMB) Circular No. A-123,
Managenzent’s Responsibility for Internal Control, dated December 21, 2004' and OMB Circular No. A-
123, Appendix D. Compliance with the Federal Financial Management Act of 1996, dated September 20,
2013).

This report is intended solely for the inforination and use of the Consuiner Financial Protection Bureau, and

is not intended to be, and should not be, used by anyone other thau these specified parties.

Sincerely,

KPMa LLP

' OMB Circular A-123 was updated on July 15, 2016 and retitled Aanagement 's Responsibilitv for Enterprise Risk
Muanagement and Internal Control. Among the major changes were the requirement for enterprise risk management,
with initial implementation timeframes starting in 2017, Qur 2016 audit applied the 2004 Circular A-123 in effect at
the time of our performance audit.
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BACKGROUND

The Consumer Financial Protection Bureau (CFPB} was established on July 21, 2010 under Titte X of the
Dodd-Frank Wall Street Reform and Consutner Protection Act {Dodd-Frank Act, Public Law No. 111-203)
as an indcpendent bureau within the Federal Reserve System (Federal Reserve). The Burcau is an Executive
agency, as defined in Section 105 ol Title 5, United States Code, with a mission to make consutmner finance
rules more elTective, consistently and fairly enforce those rules, and empower consumers to take more
control over their economic lives. To accomplish its mission, the CFPB seeks to educate consumers,
enforce Federal conswmner financial laws, and gather and analyze information to better understand

conswmets, financial service providers and consumer financial markets.

The CFPB has a diverse mandate and has assumed roles that were previously covered by seven dillerent
agencies responsible for rulemaking, supervision, and enforcement relating to consumer f{inancial
protection. The agencies which previously administered statutes transferred to the CFPB are the Board of
Governors of the Federal Reserve System, the Office of the Comptroller of the Currency, the Office of
Thrift Supervision, the Federal Deposit Insurance Corporation, the National Credit Union Administration,

the Federal Trade Commission, and the Departinent of Housing and Urban Development.

To accomplish its mission, the CFPB developed and is continuing to build a workforce with a broad and
diverse depth of public and private industry c¢xpenence that is spread across the country, with its
headquarters in Washington, D.C. and regional offices in Chicago, New York City, and San Francisco. The

CFPB is organized into six primary divisions:

e Consumer Education and Engagenient -~ Works 1o empower consuiners with the knowledge, tools, and
capabilities they need in order 10 make better-infonmed financial decisions by engaging them in the
right moments of their financial lives, while addressing the unique financial challenges laced by lour
specific populations.

o Supervision, Enforcement, and Faiv Lending — Ensures compliance with Federal conswmner financial
laws by supervising market partieipants and bringing enforcemcnt actions when appropriate.

o Research, Markets, and Regulutions — Conducts research to uvnderstand consumer financial markets and
consumer behavior, evaluates whether there i1s a need for regulation, and determines the costs and
b fits ol potential or existing regulations.

e Legal Division — Ensures the Bureav's compliance with all applicable laws and provides advice to the

Director and the Bureav's divisions.
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o External Affairs — Manages the Bureau’s relationships with external stakeholders and ensures that the
Burcau maintains robust dialogue with interested stakeholders to promote understanding, transparency,
and aceountability.

»  Opcrations Division — Builds and sustains the CFPB’s operational infrastructure to support the entire
organization and hears directly from consumers about challenges they face in the marketplace through

their complaints, questions, and feedback.
OBJECTIVES, SCOFPE, AND METHODOLOGY

Objectives and Scope

As specified by the CFPB, the objectives of our perfonnance audit were to evaluate CFPB’s:

1. Budget process relative to its policies and procedures established over budgel formulation, execution,
and monitoring;

2. Asset management process relative to its policies and procedures over managing and maintaining
accountability of CFPB assets;

3. Frequent Traveler Stipend Program process relative to its policies and procedures over issuing annual
stipends 10 employees for extended overmight travel while on temporary official business; and

4. Corrective actions taken 1o resolve the Nndings and recommendations included in CFPB’s 2015

Independent Audit of Selected Operations and Budger.
Merhodology and Approach

We conducted our performance audit in accordance with the performance audit standards in Government
Auditing Standards. Those standards require that we plan and perform the audit to obtain sufficient,
appropliiate evidence to provide a reasonable basis for our findings and recommendations based on our
audit objectives. Our responsibility is o provide findings and recommendations based on the results of our
audit. We believe that the evidence obtained provides a reasonable basis for our {inding and

recommendations based on our audit objectives,

Qur methodology consisted of the following four-phased approach:

1. Project Initiation and Plapning — We met with CFPB key personnel to (1) reaffirm CFPB’s and our
collective understanding of the performance audit cbjectives and scope, (2) highlight our methodology
and approach to meet the audit objectives, (3} request certain information from CFPB needed to perform
our audit, and (4} gain an understanding of the status of corrective actions plans related to our prior year

findings and recommendations.
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2. Data Gathering — We interviewed key CFPB personnel to obtain an understanding of processes,
controls, and available documentation for each audit objective. For each audit objective, we (1)
researched leading practices, (2) obtained and reviewed relevant documentation, (3) selected samples
for detailed testing and further analysis, when appropriate, and (4} documented the work performed and
results of our audit procedures.

3. Analysis Using Established Criteria — Our evaluation critena was developed from a variety of sources,
including requirements and technical guidance published by the Office of Management and Budget
(OMB) and used by CFPB as leading practices? at the time of our audit (e.g., OMB Circular No. A-123,
Management's Responsibility for Internal Control; OMB Circular No. A-123 Appendix D,
Compliance with the Federal Financial Management fmiprovement Act of 1996: OMB Circular No. A-
11, Preparation, Submission and Execution of the Budger); and CFPB's policies and procedures.

4. Finding and Recommendations — The results of our audit work were the basis for our audit finding and
recommendations. The finding and recommendations were formally communicated to CFPB
management through our Notice of Findings and Recommendations process. We met with CFPB
management to discuss our finding, recommendations, the content of the auditor’s report, and steps

related to the final reporting process.

The sections below presenl an overview of each of the audit objectives and the key procedures performed

with respect to each area.

CFPB’s Budget Process

Pursuant to the Dodd-Frank Act (“the Act™), the CFPB is funded principally by transfers from the Federal
Reserve Systemy, up to a limit set forth in the Act. In addition, pursuant to the Act, the CFPB is also
authorized to collect and use, for specified purposes, civil penalties collected from any persen or entity in
any judicial or administrative action brought under federal conswner financial law. During fiscal years 2015
and 2016, the CFPB’s annual transfers {rom the Board totaled approximately $485 inillion and $564
million, respectively. The CFPB budget process consists of budget formulation (including budget
submission and approval), budget execution, and budget monitoring (including reporting). The CFPB and
the Federal Reserve have entered into an inter-agency agreement for the continued funding of the operations

of the CFPB as set forth in Section 1¢17(b) of the Dodd-Frank Act. Under this apreement, the Federal

= While not required to comply with OMB regulations, CFPB uses OMB requirements and guidance as indicators of
leading practices.
* See footnote 1,
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Reserve will transfer funds quarterly to the CFPB based on notification by the Director of the amounts

needed.

The annual budget formulation process begins approximately 18 months before the beginning of the fiscal
year in which the budget will be executed. This is a collaborative effort between the CFPB"s Office of the
Chief Finanei  Officer (OCFO} and CFPB divisions and their offices. To facilitate a standardized and
consistent budget formulation process, the OCFQ has developed policies and procedures, including
teinplates for gathering relevant data. The program or division is required to support the amounts requested

and link to the CFPB goals set by the Director.

The CFPB's Operations Division is responsible for coordinafing activities for budget formulation across
the Bureau. Working in cotlaboration with other CFPB divisions, the OCF(} has primary responsibility for
developing the budget (including staffing estimates) consistent with statutory requirements, performance
goals, and CFPB priorities, The CFPB Director has final approval authority over the budget. Once the
annual budget is approved by the Director, it is distributed internally, communicated to OMB {but not

subject to approval by OMB), and posted on the CFPB website.

To execute its budget, CFPB exercises adininistrative control of funds through several measures, A
financial plan is developed for each division and distnbuted at the beginning of each fiscal year. Within the
financial plan, each division is allocated a target staffing headcount and personnel and non-personnel
funding for the fiscal year. Divisions are expected to adhere 10 their financial plan allocations and to work
collaboratively with the OCFO to request any additional funding and/or staffing if needed throughout the
year. The OCFO has established policies and procedures for the approvals of requisitions and comntnitments
related to CFPB’s funds.

To process budgetary transactions and enforce fund controls, CFPB has entcred into an inter-agency
agreement for accounting services with the U.S. Department of the Treasury’s Bureau of the Fiscal Service.
Accounting services provided to CFPB include recording financial transactions, such as budget authority,
allocations, collections, accounis receivable, cominitments, obligations, accruals, accounts payable,
disbursements, and journal entries, The Bureau of the Fiscal Service’s automated accour g systems
provide the budgeting and funds control at various organizational and spending levels, which are established
at the request of the customer agency. To complement these fund controls, CFPB has established a number
of additional inonitoring controls, such as monthly budget execution suinmary reports, quarterly OCFO

reviews, and the mid-year budget review. In addition, the OCFOQ has established policies and procedures to
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perforn a quarter]ly accrual analysis of obligations of $100,000 or greater to detennine if goods and services

were received.

The CFPB has established and maintains an Operating Reserve to protect the Bureau's ability to carry out
its authority and ensure the stability of its mission, programs, and engoing operations in the event of
unanticipated and unbudgeted one-time funding needs. This reserve is intended to provide a source of funds
internal to the CFPB for unexpected situations, such as sudden increases in expenses, one-time unbudgeted
expenses, unanlicipated delays in fu  ing, and uninsured losses. The CFPB’s Operating Reserve Policy has
been implemented in concert with i1s other governance and financial policies and is intended to support the
goals and strategies contained in those related policies and in strategic and operational plans. Additionally,
mainicnance of such a reserve is expected to minimize or eliminate the need to request fund transfers from
the Board of Governors of the Federal Reserve (Board} outside the predetermined schedule, which could

place an undue burden on the Federal Reserve Systemn.
Our methodology and approach for evaluating the budget process included the following procedures:

= Interviewing CFPB key budget personnel within the individual division/program offices and the OCFQ
regarding formulation, execution, and monitering;

* Reviewing the policies and procedures for budget formulation. execution, and monitoring;

s Obtaining a further understanding of the budget formutation, execution, and monitoring process
throuph discussions with management of the OCFQ and select CFPB divisions;

* Reviewing documents used to support the budget formulation process;

o Comparing the CFPB budget formulation, execution, and monitoring process to the applicable
requirements and guidance in OMB Circular A-11 as an indicator of leading practice;

¢ Reviewing documents 1o support the fact that the fiscal year 2016 budget was discussed with the
program offices, was reviewed and  oved by CFPB’s Director, and was widely communicated
throughout the organization:

e Obtaining an understanding of the budget execution and monitoring process through discussions with
OCFQ management and select CFPB offices;

s Reviewing CFPB’s support for its mid-year budget review, and

e Reviewing CFPB’s use of the Operating Reserve during fiscal year 2016, including its conformance

with the Operating Reserve Policy.

Our procedures did not identify any findings related to CFPB’s budget process. However. as a result of our

procedures, we reported an observation for CFPB’s consideration in further enhancing its budget process.
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specitically as it relates to its Operating Reserve Policy, which is included in Appendix A — Additional
Improvement Observations. This observation is related to our 2016 audit of selected operations and budget

and is presented for the purpose of finalizing the results of the audit,

CFPB’s Asset Management Process

CFPB has established asset management policies for both information technology {IT) and non-IT assets.
CFPB’s IT and non-IT policies together provide the responsibilities and procedures pertaining to the
tracking and physical inventory of CFPB-owned assets. These policies and proeedures outline the process
by which physical inventories are to be performed, newly-aequired assets are to be tagged with a barcode,

assets are tracked in a spreadsheet, and lost or stolen assets are disposed of.

During the annual wall-to-wall inventory process, inventory specialists are equipped with a hand-held
barcode scanner and a listing of barcodes organized by building, floors, and hardware models. The hand-
held barcode scanner stores an Excel spreadsheet {ile of all property in the accounting recotds and is updated
based on the scanned information. Once the inventory process is complete, the stored infonmation s

aggregated into the Master Inventory Spreadsheet.

A Facilities Office (Facilities) Asset Program Manager (APM) oversees non-IT asset management program
activities, inctuding creating and maintaining property inventory records in a tracking spreadsheet. The
Facilities APM ensures comphance with regulatory and other mandates, including initiation of annual

inveniories and coordinating excess property requests rcquiring intergovernmental cooperation.

The Technology and Innovation (T&I) Office Infrastructure Operations Asset Management Team has
developed asset management standard operating procedures (SOP) for managing and maintaining CFPB’s
IT end user assets. These procedures describe inventory and accountability controls for tracking and
recording assets throughout the asset lifecycle. The procedures are used by T&I Asset Management Team
tnembers (at both headquarters and regional offices), who are responsible for and tasked with managing
CFPB’s IT end user assets. End user assets are to be managed and tracked using Remedyforce. T&l server

assets are managed and tracked by the Infrastructure Engineering tcam using an excel spreadsheet.

Our methodology and approach for evatuating CFPB’s asset management process included the following

procedures:

* (Conducted a kickoff and interviews with CFPB key assct management personnel within the Office of
Facilities {Facilities} and the T&] Office;

» Reviewed the policies and procedures for asset manapement;
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» Obtained an understanding of the asset imanagement process through discussions with both T&1 Office
and Facilities Office management;

» Reviewed documents used to support the asset management process to help us identify risks (inherent,
fraud, and control) in the process and the controls designed to mitigate those risks:

o Selected and tested a sample of asset additions to determine CFPB’s conformance with its asset
management-related policies and procedures;

s Selected samples and performed observaiion procedures of both a “book-to-floor” and a “tloor-to-
book™ nature to determine the accuracy of CFPB’s asset inventory listings; and

s Obtained and reviewer 2 CFPB’s June 30, 2016 quarterly submission of the Inventory Tracking Log
{inventory procedure results) for reference and comparison purposes in conjunction with our own book-

to-floor and a floor-to-book inventory observation test procedures.

Refer te Finding A in the Finding and Recommendations section of this report for our finding and

recommendations related to our asset managenent process audit objective.

CFPB’s Frequent Traveler Stipend Program (FTSP) Process

CFPB employees who travel frequently on temporary official business are eligible to receive an annual
stipend if they spend more than 50 nights in eligible tcmporary duty travel (ETDY ) status. The travel period
for the program is January 1 through December 31 of each year. Approved travel stipend payments are
made through the payroll process, with lump sum payments to eligible employees included in the payroll

for hours worked during the fourth pay period in the year following the travel penod.

To be considered for the annual stipend employees are required to {1) complete, obtain supervisory approval
of, and submit to the OCFQ Travel Section a Frequeni Traveler Stipend Claim Form detailing the purpose
of the travel, the ETDY travel dates, and the number of qualifying nights of travel, and (2} maintain copies
of the claim form and related documentation and comply with other travel-related CFPB travel policy

recordkeeping requirements,

Employees’ supervisors are required to review, approve, and sign Frequent Traveler Stipend Claim Forms
to ensure that lodging nights claimed are in accordance with the Frequent Traveler Stipend Program policy
and that the travel was performed as claimed. The OCFO Travel Section performs a review of the claim
forins and supporting documentation, interprets and applies CFPB’s travel policy and frequent traveler
stipend programn policy requirements, and provides the infonmation necessary for payments to be processed.
The OCFO may request or review additional documentation or information (e.g.. travel vouchers) to support

the claim or perform post-payment audits, as considered necessary.
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Our methodology and approach for evatuating CFPB’s FTSP process inciuded the following procedures:

Counducted a kickoff meeting and interviews with CFPB key FTSP personnel within the OCTFO Travel
Section;

Reviewed the policies and procedures for the FTSP;

Obtained an understanding of the FTSP process through discussions with members of the OCFO Travel
Section;

Reviewed documents used to support the FTSP process to help us identify risks (inherent, fraud, and
control) in the process and the controis designed to mitigate those risks; and

Selected and tested a sample of FTSP claim forms to determine conformance with CFPB's travel stipend

policies and procedures

QOur procedures did not identify any findings related to CFPB’s FTSP process. However, as a result of our

procedures, we reported in Appendix A — Additional Improvement Observations an observation for

CFPB’s consideration in further enhancing its FTSP process. This cbservation is related (o our 2016 audit

of selected operations and budget and is presented for the purpose of {inalizing the results of the audit,

Corrective Actions Taken to Resolve the FY2015 Audit Report Findings and Recommendations

CFPB developed corrective action plans to address the prior year recominendations included in the 2075

Independent Audir of Operations and Budge! report.* Our methodology and approach for the corrective

actions process included the following procedures:

Reviewed the finding and related recommendations included in the 2015 Independent Audit of
Operations and Budget, which was defined as deficiency in internal control;

Obtained and reviewed the corrective action plans (CAP) developed by CFPB for the recomnmendations
mentioned above;

Reviewed documentation supporting the CFPB actions specified in the CAP and how the actions taken

address the prior year findings.

The table below depicts the status of the prior year reconunendations based on the results of our 2016

perfonnance audi{ procedures:

2015 Finding 2015 Finding Type 2016 Status

Information Privacy policies and _ Partially Remediated as of
procedures need 1o be updared | Controf Deficiency September 30, 2016 — We noted

12043 Independent Audit of Selected Uperations and Budgets. KPMG, December 18, 2015,
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2015 Finding

2015 Finding Type

2016 Status

hat the data cataloguing corrective
ctions had been completed as of the
CAP's Se  mber 30, 2016 planned
correction date, However, the
corrective actions refated to data
destruction had not been completed
and implemented as of September
30, 2016. Draft procedures and
options available to assure positive
destruction of storage that contains
personally identifiable information
had been completed, but finajization
of the procedures and Chief
Information Officer gpproval were in
progress and not staricd,
respectively. (We note that CFPB
management provided a copy of the
final CFPB Media Sanitization and
Destruction Standard, which was
signed by the Acting Chief
Information Officer in November,
016.)
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Finding and Recommendations

Qur 2016 performance audit identified one internal control deficiency® finding, which is presented below.
We discussed the results of the perforiance audit with CFPB"s CFO and audit focus area leads. We held

an exit conference on December 15, 2016.

A. Asset management annual inventory policies and procedures need to be reinforced and certain
additional controls need to be adopted

Buackground:

Periodic inventories are not only a sign of good stewardship of public funds and assets, but they are a
required and intrinsic comnponent of CFPB"s Asset Management policy®. Annual inventories are conducted
at a specified time during each fiscal year and involve a full inventory of all assets identified within the
Bureau. CFPB’s asset tracking system is reliant on a set of unique CFPB barcoded asset tags that are placed
on each item. During the annual inventory process, CFPB manually scans the barcoded asset tag affixed to
every item within the facility. The results are then uploaded into a tracking spreadsheet, and items are

grouped by asset types (e.g., facilities and technology and innovation).

Condirion:
As a result of test procedures performed over the CFPB's FY 2016 inventory process, we noted the
fellowing conditions:

1. Controls over the identification and documentation of 1T-related inventory items are not operating
etfectively to provide reasonable assurance that all IT assets are properly identified, tagged, and
logged accurately onto the inventory tracking spreadsheet. From a sample of 63 items selected for
testing, we noted 7 inventory recordkecping discrepancies, including instances where an asset tag
was missing from an asset, muliiple asset tags with different numbers were affixed to the same
asset, assels were traceable to the inventory spreadsheet using their senal numbers but the asset tag
numbers aftixed to the assets were not recorded on the inventory spreadsheet, and an asset that was

in service had been inadvertently deleted from the inventory spreadsheet.

5 Govermment Awditing Standards, 2011 Revision  Paragraph 6.21. “In performance audits. a deficiency in internal control
exists when the design or operation of s contral does not allow managemenl or emplayees, in the normal course of performing
their assigned functions, to prevent, or deteet and correct (1) impainments of effectiveness or efTiciency of operations. (2)
misstatements in financial or performanee information, or (3} noncomphiance with provisions of laws, regulations, contracts. or
grant agreements on a timely basis. A deficiency in design exists when (a) a control necessary to meet the control objective is
missing or (b) an existing control is not properly designed so that. even if the control operates as designed, the control objeetive ts
not met.”

% CFPB Service Desk Asset Management Standard Onperating Procedure — Section 3.1 {Pumpase of the Inventory).
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In addition, we noted 215 network items that were identified by serial numbers on the fiscal year
2016 inventory tracking spreadsheet; however, there were no asset tag numbers associated with

these assets on the spreadsheet.

2. CFPB’s IT and non-IT asset management policies and procedures lack guidance relaied to how the
results of the annual inventory, including discrepancies noted and adjustments made to the
inventory tracking spreadsheet, are to be documented. Consequently, upon inspection of CFPB’s

fiscal year 2016 inventory observation results, we were not able te determine:

a. When the inventory observations were performed;

b. The number and type of discrepancies found (e.g., assets that could not be located or
additional items found during the inventory that were not included on the inventory
tracking spreadsheet); and

c. Actions taken to resolve any discrepancics noted.

Criteria:

¢ CTFPB Service Desk Asset Management Standard Operating Procedure - Section 3.1 (Purpose of the
Inventory).

s United States Government Accountability Office (GAO) Standards for Internal Control in the
Federal Goverament Principles (September 2014) Section 10.03, Design of Appropriate Control

Activities and Section 12.02, Documentation of Responsibilities through Policies.

Cause and Effect:

The CFPB’s inventory process is manually-intensive in nature and prone to errors that may not be prevented
or detected and corrected on a timely basis. CFPB’s inventory policies and procedures do not include
specific policies and procedures to direct staff members on the docuinentation requirements over the
performance of the annual inventory, including identifying discrepancies found during the inventory
process, and corrective actions taken as a result of the annual inventory. Il not corrected. these control

deficiencies may prevent the Bureau from cffectively managing and safeguarding its inventory assets.

Recommendations!

To improve controls over the asset manageinent and annual inventory processes, we reeomnmend that CFPB:

a. lmplement controls designed to ensure that barcoded asset tags are alfixed to all servers vpon
acquisition and that they can be physically accessed for scanning purposes during the inventory process.

b. Update inventory observation-related standard operating procedures to provide guidance on how to

document the results of the annval inventory, including (1) the date the observation(s) was performed,

Page 14



{(2) the number and type of discrepancies identified (e.g., items that were found to be damaged or
defective, as w  as assets observed to be in use that were not included on the inventory tracking
spreadsheet, and (3) disposition of the discrepancies identified, including any correctiens or adjustments
made to the inventory tracking spreadsheet.
c. Reinforce key objectives and procedures in the inventory observation process toh  ensure that:
e All assets within CFPB’s possession are safeguarded and can be readily located using the inventory
tracking spreadsheets;

e Appropriate documentation is maintained regarding the performance of the inventory observations;
e Inventory-related discrepancies are resolved; and

e Necessary updates are made 1o inventory listings,

d. Provide training to applicablc personnel regarding annual inventory policies and procedures.
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Appendix A

Appendix A — Additional Improvement Observations

Our current audit procedures did not identify any findings related to the budget or Frequent Traveler Stipend
Program {FTSP) processes. However, as a result of our procedures, we are reporting certain observations
for CFPB’s consideration in further enhancing these processes. These observations are related to our 2016
audit of selected operations and budget and are presented for the purpose of finalizing the results of that

audit.

Qur additional observations are as follows:

1. Budget Function: We reviewed docwmentation related to the CFPB's use of the Operating Reserve
during fiscal year 2016 for conformance to the Operating Reserve Policy. CFPB could benefit from
introducing enhancements to the Operating Reserve Policy in the form of additional clarity in the
guidance related to (1) the frequency of recalculating the amount of the reserve from year to year, and
(2) documentation requirements when the reserve is used. Specifically, CFPB may consider:

a. Developing Standard Operating Procedures (SOP)} complementing the existing policy to more
clearly specify the required frequency of and the method and inputs for calculating the level or
range of the amount of the reserve, including the Bureau's considerations in developing the relevant
inputs associated with the current year's or near-future budgerary rescurces.

b. Developing an SOP to complement the existing policy that specilies the documcntation
requirements related to (1) support for the case-by-case justifications for requests to utilize operating
reserve funds, and (ii) the form or method for documenting the Direcior’s approval of the use of

the reserve when its use is expected to increase the Bureau's approved annual budget.

2. Freguent Traveler Stipend Program: We reviewed CFPB’s eligibility determinations resulting in fiscal
year 2016 FTSP payments being made to eligible employees for conlonnance to the FTSP policy.
CFPB could benefit from introducing itprovements over the FTSP policies and procedures.
Specifically, CFPB may consider:

a. Implementing physical and electronic access controls around the OCFO Travel Section’s FTSP
claims review spreadsheet to help ensure that only authorized individuals with a valid need can
access the document and enter or change information.

b. lssuing an SOP that complements the cxisting Frequent Traveler Stipend Program policy to
more clearly describe the level of review expected of the employees’ supervisors when
reviewing and approving an employee's Frequent Traveler Stipend Program claim form prior

to its subrnission to the OCFQ Travel Section for processing.
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Appendix B
Appendix B - CFPB’s Management Response

Management Responses

We provided a draft of this report to CFPB management for review and comment. CFPB’s responses to ¢
finding and recommendations are included in a letter from CFPB’s Acting Chief Financial Officer dated
December 16, 2016. CFPB’'s responses were not subjected to the auditing procedures applied in the

performance audit objectives relative to CFPB; accordingly, we expressed no opinion on these responses.
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Appendix B

Conmprd |orgagal

Bt Bure

December 16, 2016

Mr. Jorge Asef-Sargent
KPMG, L.LP.

1801 K Street, NW
Suite 12000
Washinglon, DC 20006

Dear Mr. Asef-Sarg

Thank you for the opportunity to review and comment on KPMG, L.L.P.'s report “Consumer Financial
Protection Bureau Independent Audit of Selected Operations and Budget,” for Fiscal Year 2016, dated
December 16, 2016. We have reviewed the audit report and concur with the recommendations contained
therein. As noted in the report, CFPB has partially remediated the finding from the 2015 Independent
Audit conducted by your firm. We will continue our work to fully remediate the finding during the
upcoiming year.

We agree with the two identifted conditions and accompanying recommendations in the 2016 andit
report. My colleagues are already preparing to implement the proposed recommendations from the Asset
Management audit focus area. The comments on the recommendations in this letter provide additional
detail on planned actions to enhance the processes and coutrols in the Asset Management audit focus
area.

In an effort to enbance the Bureau’s operations and to address the performance improveinent
opportunities in the audit focus areas that KPMG studied, the Bureau will evaluate how best to
ineorporate the observed opportunities for improvement in the audit focus areas into the existing policies
and procedures of these andit focus areas,

Thank vou again for your review,

Sincerely,

o

Elizabeth Reilly
Acting Chief Financial Officer



Appendix B

Au or’'s Condition 1: CFPB’s Asset Management Function

Condition: The Auditor noted that controls over the identification and documentation of IT-related
inventory ttems are not operating effectively to provide reasonable assurance that all IT assets are
properly identified, tagged, and logged accurately onto the inventory tracking spreadsheet. From a
sample of iterns selected for testing, the Auditor noted several inventory recordkeeping discrepancies.

CFPB Response: The CFPB agrees with the Condition described above.

Auditor’'s Condition 2: CFPB’s Asset Management Function

Condition: The Auditor noted that CFPB’s IT and non-IT asset management polieies ond procedures lack
guidance related to how the results of the annual inventory, including discrepancies noted and
adjustments made to the inventory tracking spreadsheet, are 1o be documented. Consequently, upon
inspection of CFPB’s fiscal year 2016 inventory observation results, the Auditor was not able to
determine: When the inventory observations were performed; The number and type of discrepancies
Jound (e.qg., assets that could not be located or additional ftems found during the inventory that were not
included on the inventory tracking spreadsheet); and Actions taken ta resolve ony discrepancies noted.

CFPB Response: The CFPB agrees with the Condition described above,

Auditor's Recommendation{s} Related to Conditions 1 and 2: CFPB’s Asset Management

Function

Recomunendation: The Auditor recommends that CFPB:

1. Implement controls designed to ensure that barcoded asset tags are affived to all servers upon
acqutsition and that they can be physically accessed for scanning purposes during the inventary
process.

2. Update inventory observation-related standard operating procedurces to provide guidance on how
to document the results of the annuul inventory, including (1) the dute the observation(s) was
performed, (2) the number and fype of discrepancies identified (e.g., items that were found to be
damaged or defective, as well os assets observed to be in use that were not included on the inventory
tracking spreadsheet), and (3) disposition of the discrepancies identified, including any corrections
or adjustments made to the inventory tracking spreodsheet.

3. Reinforce key objectives and procedures in the inventory observation pracess to help ensure that:

e All assets within CFPB’s passession are safeguarded and can be readily located using the
inventory tracking spreadsheets;
» Appropriote documentation is inaintained regarding the performance of the inventory
observations;
¢ [Imwentory-related discrepuncies ure resolved; and
s Necessory updates are madc to inventory listings.
4. Provide training to applicable personnel regarding annual inventory policies and procedurcs.

CFPB Response: The CFPB agrees with the Auditor’s recommendations. In FY 2017, T&! will continue
to refine its asset management process. We will work to consolidate the T&I inventory, as well as inpat all
T&I assets into our asset management database. Consolidation of the inventory will provide one process
for tracking and accounting for all equipment as it is received. Conselidation will also ensure that the
inventory details are readily available and discrepancies easily identified.



1700 G Street N W Washington DG 20552
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The Honorable Mike Crapo The Honorable Sherrod Brown
Chairman Ranking Member

U.S. Senate U.S. Senate

Committee on Banking, Housing, and Urban Affairs Committee on Banking, Housing, and Urban Affairs
534 Dirksen Senate Office Building 534 Dirksen Senate Office Building
Washington, D.C. 20510 Washington, D.C. 20510

The Honorable Jeb Hensarling The Honorable Maxine Waters
Chairman Reanking Member

U.S. House of Representatives U.S. House of Representatives
Committee on Financial Services Committee on Financial Services
2129 Rayburn House Office Building 2221 Rayburn House Office Building
Washington, D.C. 20515 Washington, D.C. 20515

Dear Chairmen and Ranking Members,

Enclosed please find the FY 2016 annual independent audit report completed by KPMG, L.L.P. in accordance
with Government Auditing Standards (GAS) issued by the Comptroller General of the United States. This
report was commissioned by the Consumer Financial Protection Bureau (CFPB) in accordance with Section
1573 of the Full-Year Continuing Appropriations Act of 2011 (Pub. L. 112-10) which amended the Dodd-Frank
Wall Street Reform and Consumer Protection Act of 2010 to require the CFPB to order an annual independent
audit of its operations and budget.

The FY 2016 independent audit evaluated: (1) CFPB’s budget process relative to CFPB policies and procedures
established over budget forrnulation, execution, and monitoring; {2) Asset management process relative to its
policies and procedures over managing and maintaining accountability of CFPB assets; (3) Frequent Traveler
Stipend Program process relative to its policies and procedures over issuing annual stipends to employees for
extended overnight travel while on temporary official business; and (4) the corrective actions taken to resolve
the findings included in CFPB’s FY 2015 Independent Audit of Operations and Budget, also completed by
KPMG, L.L.P. CFPB has partially remediated the finding from the 2015 Independent Audit. We will continue
our work to fully remediate the finding during the upcoming year. Finally, the CFPB agrees with the two
identified conditions around asset management and accompanving recommendations from the 2016 audit report
and is alre: ' preparing to implement the proposed recommen tions for this focus area. We are pleased to
report these positive results and will continue to work to improve our processes.

Should you have any questions about this report, please do not hesitate to contact me or have your staff contact

Matt Pippin or Patrick O’Brien of the Bureau’s Legislative Affairs staff. Mr. Pippin can be reached (202) 435-
7552 and Mr. O’Brien can be reached at {202) 435-7180.

i

Assistant Director for Legislative Affairs
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00 G Street W Washingicn DL 20057

January 25, 2017

The Honorable Maxine Waters

Ranking Member

Committee on Financial Services

U.S. House of Representatives

4340 Thomas P. O'Neill. Jr. Federal Office Building
Washington, D.C. 20515

Dear Ranking Member Waters:

Thank you for your letter regarding the Consumer Financial Protection Bureau’s recent proposal to
regulate pre-dispute arbitration agreements in contracts for consumer financial products and

e
Services.

As you know, in May 2016, the Bureau published a proposed rule that would prohibit pre-dispute
arbitration clauses that deny groups of consumers the ability to get relief through the courts. The
proposal would prohibit covered providers of certain consumer financial products and services
from using an arbitration agreement to bar the consumer from filing or participating in a class
action. Under the proposal, companies would still be able to include pre-dispute arbitration clauses
in their contracts. However, for contracts subject to the proposal, the clauses would have to state
explicitly that they cannot be used to stop consumers from being part of a class action in court.

The proposal would also require a covered provider that has an arbitration agreement and that is
involved in arbitration pursuant to a pre-dispute arbitration agreement to submit specified arbitral
records to the Bureau.

This proposal is based on a number of preliminary findings outlined in the proposed rule. These
findings include the Bureau's preliminary determination that companies widely use pre-dispute
arbitration agreements 1o prevent consumers from seeking relief for poiential violations of the law
on a class basis and consumers rarely file individual lawsuits or arbitration cases to obtain such
relief. The Bureau’s proposal is designed to protect consumers” rights to pursue justice and relief
and to deter companies from violating the law. The Bureau expects that the proposal, if {inalized.
would allow consumers who remain subject to pre-dispute arbitration agreements to file a class
action or join a class action when somenne else files it. The Bureau is currently reviewing the
comments on the proposed rule and w  consider any comments received in accordance with its
obligations for notice-and-comment rulemnaking.

' arhitration A sreements Notice of Pranaged Rulemaking. 81 FR 32829 (May 24, 2016}, available ut



Should you have any questions, please do not hesitate to contact me or have your staff contact
Patrick O Brien in the Bureau's Office of Legislative Affairs. Mr. O"Brien can be reached at (202)
435-7180. 1look forward to working with you on this and other consumer financial protection
matters of imporiance to you and your constituents.

Sincerely,

Kachard Cordray
Director



January 30, 2017

The Honorable Jeff Flake

United States Senate

413 Russell Senate Office Building
Washington, DC 20510

Dear Senator Flake:

Thank you for your letters regarding the Consumer Financial Protection Bureau’s proposal to
regulate Fre-disputc arbitration agreements in contracts for consumer financial products and
services. The Bureau welcomes your feedback as we continue to engage with you and other
stakeholders on our rulemaking.

As you know, in May 2016, the Bureau published a proposed rule that would prohibit pre-dispute
arbitration clauses that deny groups of consumers the ability to get relief through the courts. The
proposal would prohibit covered providers of certain consumer financial products and services
from using an arbitration agreement to bar the consumer from filing or participating in a class
action. Under the proposal, companies would still be able to include pre-dispute arbitration clauses
in their contracts. However, for contracts subject to the proposal, the clauses would have to state
explicitly that they cannot be used to stop consumers from being part of a class action in court.

The proposal would also require a covered provider that is involved in arbitration pursuant to a pre-
dispute arbitration agreement to submit spec __d arbitral records to the Bureau.

This proposal is based on a number of preliminary findings outlined in the proposed rule. These
findings include the Bureau’s preliminary determination, noted in your letter, that companies
widely use pre-dispute arbitration agreements to prevent consumers from seeking relief for
potential violations of the law on a class basis and consumers rarely file individual lawsuits or
arbitration cases to obtain such relief. The Bureau’s proposal is designed to protect consumers’
rights to pursue justice and relief and to deter companies from violating the law. The proposal, if
finalized, would allow consumers who remain subject to pre-dispute arbitration agreements to file a
class action or join a class action when someone else files it. The Bureau is currently reviewing the
comments on the proposed rule and will consider any comments received in accordance with its
obligations for notice-and-comment rulemaking.

The Arbitration Study and the Proposed Rule address many of the questions posed in your letter.
As the rulemaking process continues, the Bureau will act in accordance with its obligations under

D Avhiteatian A mmaomennes Masian ~80-m— 504 Rylemaking (NPRM), 81 FR 32829 (May 24, 2016), available at



the Administrative Procedures Act and appropriately consider issues raised by commenters.

1. The study compares total awards from class action settlements over a five-year period with
arbitral awards over only a two-year period.
a. Please explain why, given the inherent differences between class action settlements
and damage awards, the Bureau believe this to be an apple-to-apple comparison?
Response
The Bureau did not draw comparisons between class action settlements and damage awards in
either the Study or the NPRM. As the Study’s frequency analysis shows, in significant respects,
the disputes that are filed in arbitration differ from the disputes that are filed in litigation. To a
greater or lesser degree of certainty, these differences result from decisions that the parties make
about arbitration and litigation, such as the company’s decision to have an arbitration clause, the
consumer’s willingness to initiate either arbitration or litigation, the company’s or consurmer’s
decision to invoke the arbitration clause in a given litigation, and the parties’ decision to settle or
litigate. Disputes, in short, are not randomly assigned to the two different fora. They exist in one
forum or the other because of purposeful decisions by one or both parties. And the known
outcomes — principally the cases resolved through an arbitrator’s or court’s decision — likewise
reach that form of outcome, at least in part because of purposeful decisions by one or both parties.

As also noted in the Study, while the Bureau was able to locate federal class settlements dating
back to 2008 in the Courtlink database maintained by LexisNexis, electronic records for arbitral
awards only became available in 2010. As the Study also noted, more than half of the arbitrations
filed in 2012 were still outstanding as of the time the Bureau began its analysis in 2013, such that it
was not feasible to analyze a sufficient number of outcomes in those cases.

b. Please explain why, given the inherent differences between settlements and damage
awards, the Bureau did not compare class action settlements to pre-arbitral
alternatives like mediation and “customer service” settlements?

Response

As stated in its proposal, the Bureau preliminarily found that informal dispute resolution
mechanisms are insufficient to fully resclve potential violations of the law that broadly apply to
many or all customers of a particular company for a given product or service. The Bureau stated
that it understands that when an individual consumer complains about a particular charge or other
practice, it is often in the financial institution’s interest to provide the individual with a response
explaining that charge and, in some cases, a full or partial refund or reversal of the practice, in
order to preserve the customer relationship. Butf, many consumers may not be aware that a
company is behaving in a particular way, let alone that the company's conduct is unlawful. Thus,
an informal dispute resolution system may be unlikely to provide relief to all consumers who are
adversely affected by a particular practice. Indeed, the Bureau has observed that its enforcement



actions deliver relief to consumers who have not received it already through informal dispute
resolution.

Moreover, even where consumers do make complaints informally, the outcome of these disputes
may be unrelated to the underlying merits of the claim. Nothing requires a company to resolve a
dispute in a particular consumer’s favor, to award complete relief to that consumer, to discontinue
the complained of practice in the future, to decide the same dispute in the same way for all
consumers, or to reimburse consumers who had not raised their dispute to a company. Regardless
of the merits of or similarities between the complaints, the company retains discretion to decide
how to resolve them. For example, if two consumers bring the same dispute to a company, the
company might resolve the dispute in favor of a consumer who is a source of significant profit
while it might reach a different resolution for a less profitable consumer. Indeed, the Bureau
understands that it is quite common for financial institutions (especially the larger ones that interact
with the greatest number of consumers) to maintain profitability scores on each customer and to
cabin the discretion of customer service representatives to make adjustments on behalf of
complaining consumers based on such scores.

The Bureau noted in its proposal that it has considered arguments that arbitration agreements
provide a sufficiently strong incentive to providers to address consumers' concerns and obviate the
need to strengthen private enforcement mechanisms. One such argument is that many agreements
contain filing fee-shifting provisions that require providers to pay consumers’ up front filing fees.
Some stakeholders have posited that the ease and low up front cost of arbitration may change many
negative-value individual legal claims into positive-value arbitrations that, in turn, create an
additional incentive for providers to resolve matters internally. In principle, if arbitration
agreements had the effect of transforming many negative-value claims into positive ones, that
would affect not just providers' incentives to resolve individual cases (as some stakeholders have
posited) but also their incentives to comply with the law ex ante.

As noted in the Bureau’s proposal, however, there has been little if any empirical support for such
an argument. The Bureau has only been able to document several hundred consumers per year
actually filing arbitration claims and the Bureau is unaware that providers have routinely concluded
that considerably more consumers were likely to file. The Bureau has received comments on the
proposal, including on the issue of this type of “informal” dispute resolution and its relationship to
arbitration, and is considering the comments that it has received.

2. On what basis did the Bureau exclude data on arbitral settlements? On what basis did it
exclude data on mediation and “customer service " settlements?
Response
For the most part, the arbitral settlements are data that has not been available to researchers,
including the Bureau. Arbitrators do not resolve the vast majority of consumer financial disputes
filed with the American Arbitration Association (which is the largest administrator of consumer
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arbitrations), as disputes are frequently settled or reach other procedural outcomes, and the content
of those settlements are not set forth in the case file. The Bureau’s ability to review substantive
outcomes in arbitration therefore is generally limited to arbitration decisions on the merits, and the
substantive outcomes of most consumer financial arbitration disputes are unknown and largely
unknowable to reviewers.>

The Study also focused on formal dispute resolution, of which arbitration is one type, and litigation
is another. As discussed above, customer service accommodations may preclude a need for formal
dispute resolution of a given consumer’s issue. However, formal dispute resolution exists, is used,
and generates the relief described in the Study, and the Bureau preliminarily found in the proposal
that these data substantiate its view, as described in the previous question, that informal dispute
resolution does not adequately resolve all claims of legal violations. The Bureau has received
comments on the nature and extent of informal dispute resolution and will consider those
comments in accordance with its obligations for notice-and-comment rulemaking.

3. Please describe any and all of the alternatives to the proposed new regulatory regime that
the Bureau considered.

Response
The proposed rule describes several potential alternatives, including consumer disclosures,
consumer education, opt-in or opt-out requirements, a total ban on pre-dispute arbitration
agreements, as well as specific exemptions such as for small entities or matters that entities have
reported to regulators.” As noted in the proposal, the goals of the proposal are to ensure adequate
deterrence of and remedies for violations of law in consumer financial markets. In the proposal, the
Bureau stated its belief that none of the alternatives described would be significant alternatives
insofar as they would not accomplish the goal of the proposed rulemaking with substantially less
regulatory burden. However, the Bureau requested comment on these potential aliernative policy
options, including any evidence that would indicate that the option could achieve such goals. The
Bureau is currently reviewing the comments received on the proposed rule and potential
alternatives thereto and will consider any comments received in accordance with its obligations for
notice-and-comment rulemaking.

4. Is it possible for arbitration agreement between consumers and financial institutions to be
Jair and non-deceptive? If yes, would such an agreement meet the Bureau’s approval?

Response
Yes, it is possible for arbitration agreements between consumers and financial institutions to be fair
and non-deceptive. As is stated in the proposal, arbitration clauses, apart from blocking class

2 Qee also, answer 10 1b.
? See Arbitration Agreements Notice of Proposed Rulemaking, 81 FR 32920-32922,
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actions, have historically inciuded provisions that have been used to harm consumers.
Nevertheless, the Bureau has not proposed to prohibit arbitration agreements generally because of
its preliminary finding that the relative faimess of individual arbitration, as compared to individual
litigation, was inconclusive. The Bureau has received comments on this preliminary finding and
will consider those comments in accordance with its obligations for notice-and-comment
rulemaking.

5. The Bureau has only operated since July 2011. In that time, it has supposedly recovered
$11.2 billion for consumers through enforcement actions and 8300 million through
supervisory actions.

a. Given the Bureau's enforcement record since 201 1, why did the Bureau deem it

appropriate to only study data from 2008 to 2012?

Response
The Study identified public and private enforcement actions that occurred between 2008-2012 and
then searched for the respective matching private and public enforcement actions without a date
limitation of 2012.* The Study showed private class actions often complement public enforcement
rather than duplicate it. In 88 percent of the public enforcement actions the Bureau identified, the
Bureau did not find an overlapping private class action. Similarly, in 68 percent of the private class
actions the Bureau identified, the Bureau did not find an overlapping public enforcement action.
Moreover, in a sample of class action settlements of less than $10 million, the Bureau did not find
overlapping public enforcement action 82 percent of the time. Even where there was overlap,
private class actions tended to precede public enforcement actions, roughly two-thirds of the time.
The Bureau has received comments on the methods used for its analysis of public and private
enforcement actions, including on whether it selected the appropriate time period for its analysis,

and will consider those comments in accordance with its obligations for notice-and-comment
rulemaking.

b. What effect does the existence of the Bureau’s enforcement power since July 2011
have on the net benefit of class actions?

Response
As is noted in the proposed rule, the Bureau preliminarily concluded, based upon the results of the
Study and its own experience and expertise, that public enforcement is not itself a sufficient means
to enforce consumer protection laws and consumer finance contracts. As the Bureau noted, the
market for consumer finance products and services is vast, encompassing trillions of dollars of
assets and revenue and the proposal alone would cover about 50,000 firms. In contrast, the
resources of public enforcement agencies, including the Bureau, are limited. For example, the
Bureau enforces over 20 separate Federal consumer financial protection laws with respect to every

* Arbitration Study: Report to Congress, pursuant to Dodd-Frank Wall Sireet Reform and Consumer Protection Act
§$1028, Appendix U.



depository institution with assets of more than $10 billion and all non-depository institutions. Yet
the Bureau has about 1,500 employees, only some of whom work 1n its Division of Supervision,
Enforcement, and Fair Lending, which supervises for compliance and enforces these laws. The
Bureau has received comments on the proposal, including on the issue of the impact of its recent
enforcement activity, and will consider the comments it has received in accordance with its
obligations for notice-and-comment rulemaking.

6. The Arbitration Rule is based on the premise that banning the use of agreements that
prohibit class-action lawsuits is “in the best interest of the public.” However, in many
instances, attorney fees comprise large portions of the aggregate payments made to classes
in seftlements. As Judge Richard Posner has observed:

[C]lass counsel ... have an opportunity t0 maximize their attorneys’ fees...at the
expense of the class. The defendant cares only about the size of the settlement, not
how it is divided between attorneys’ fees and compensation for the class. From the
selfish standpoint of class counsel and the defendant, therefore, the optimal
settlement is one modest in overall amount but heavily tilted toward attorneys’ fees.
Eubank, et al. v. Pella Corp. & Pella Windows & Doors, Inc., 753 F.3d 718, 720
(2014).

Indeed the Bureau’s study confirmed this, finding that in settlements of $100,000 or less
attorney fees comprised 57 percent of total payouts.

a. Did the Bureau consider placing a limit on the percentage of fees an attorney can
demand in a lawsuit?

Response
As discussed above in the response to Question 3, the goals of the proposal are to ensure adequate
deterrence of and remedies for violations of law in consumer financial markets. The Bureau has
requested comment on alternative policy options, including any evidence that would indicate that
the option could achieve such goals. Further, as the proposal noted, Congress, state legislatures,
and the courts have adopted mechanisms for managing class procedures over time. As part of
these procedures, courts must approve all class actions settlements, including the reasonableness of
the award of attorneys’ fees to the class plaintiffs’ lawyers. The Bureau has received comments on
the proposal, including on the issue of attorney’s fees, and is considering those comments in
accordance with its obligations for notice-and-comment rulemakings.

b. What would you consider to be a reasonable range of attorney fees by percentage of
payments made in a seitlement? Why?



Response

In the Arbitration Study, the data presented showed that there were differences in the amount of
attorneys’ fees in settlements in relation to the amount awarded.’ However, the Bureau did not use
this data to determine whether a certain percentage of a settlement would be a reasonable amount
to award to plaintiffs” attorneys.® As stated above, Congress, state legisfatures, and the courts have
the ability to determine the proper rules and procedures for the approval of class action settlements,
including attorneys” fees. Courls may also consider the prospect for success on the merits when
determining what fees are reasonable in a class settlement. In addition, Congress has passed
legislation, such as the Class Action Faimess Act, that limits frivolous suits and allows courts to
reduce the amount of attomeys® fees that are deemed to be excessive.’ Again, as noted above, the
Bureau has received comments on the issue of attorney’s fees and will consider them in accordance
with its obligations for notice-and-comment rulemakings.

7. You stated on February 16, 2016, “the Bureau s rule requires comparies to provide the
Bureau with arbitral claims and awards, which might be made public, the proposals we are
considering would bring the arbitration of individual disputes into the sunlight of public
scrutiny.” You have urgued that this information is vital in evaluating arbitration. If the
information is vital 10 evaluate the effectiveness of arbitration, why didn't the Bureau
requirce it in the study?

Response

The Bureau did study this information on a retrospective basis, as detailed in Section 5 of the
Study. Insofar as the proposal would allow consumer arbitration to continue into the future, the
Bureau wants to be able to continue to study the role arbitration plays in the resolution of consumer
disputes on a going forward basis, as the use of arbitration continues to evolve, in a manner that
also informs the public.

8. Did the Bureau consider whether the restriction of mandatory arbitration agrecments
would affect the availability of arbitration as a means to settle disputes between consumers
and financia institutions? If 'so, why did the Bureau disregard this concern?

Response

Yes, the proposal did preliminarily consider the potential for continued use of arbitration
agreements for individual disputes. The proposal explained that, to the extent some providers find
that the arbitration agreement provides insufficient benefits to themselves or their consumers in
individual disputes then it 18 possible the agreeinent would not be maintained if the Bureau adopted
the class part of its proposal. For any such providers, however, as explained in the proposal, the

3 Arbitration Studv: Report to Congress, pursuant to Dodd-Frank Wall Street Reforn and Consumer Protection Act
$1028, pp. 236-40: 353-57
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Bureau believes the arbitration agreement has thus effectively been serving no significant function
other than as a class action lawsuit waiver. Further, the Bureau has received comments on the
proposal, including on the potential effect on the use of arbitration agreements going forward, and
is considering the comments it has received in accordance with its obligations for notice-and-
comment rulemakings,

Thank you once again for your interest in the Bureau and for providing feedback on our proposal.
The Bureau will give due consideration to the issues raised in your letter. Please feel free to contact
me should you have any additional questions, or have your staff contact Matthew Pippin in the
Bureau’s Office of Legislative Affairs. Mr. Pippin can be reached at (202) 435-7552. 1 look
forward to working with you on this and other consumer financial protection matters of importance
to you and your constituents.

Sincerely,

Richard Cordray
Director






Given that it has now been 11 days since the freeze on new and pending regulations was issued, ]
ask that you provide written clarification on this matter before our meeting.

[ look forward to meeting with you in the near future.

Sincerely,

TOM GRAVES

Chairman






four federal financial regulators have the same level of access as the DOJ to the Bureau’s
government portal and the Bureau will continue to coordinate with them, as appropriate, to
facilitate oversight of SCRA compliance.

[n addition, to the extent Burcau examiners may uncover potential violations of the SCRA during
onsite supervisory reviews, they may refer those matters to DOJ, state regulators, or one or more of
the prudential regulators, as appropriate. The Bureau has written agreements (MOUs) in place for
interagency coordination and information sharing with the DOJ, the federal prudential regulators,
and most state regulators. The Bureau’s Office of Servicemember Affairs also meets regularly
with the DOJ. Of course, the Bureau is always interested in improving cooperation and
coordination with our interagency partners and will continue to build upon these mechanisms and
relationships. Based on the extensive coordination already occurring among these agencies,
however, the Bureau believes that it has complied with the recommendation, and that it may be

closed.

We appreciate the opportunity to provide our response on this important issue, and we thank you
for your continued support of servicemembers, veterans, and their families. Should you have any
additional questions, please have your staff contact Anne Tindall in the Bureau’s Legal Division or
Matt Pippin in the Bureau’s Office of Legislative Affairs. Ms. Tindall can be reached at 202-435-
9591 and Mr. Pippin can be reached at 202-435-7552.

[ R b

rFdul Kaniwill
Assistant Director, Servicemember Affairs

¢c: The Honorable Claire C. Mc¢Caskill
Ranking Member, Committee on Homeland Security and Governmental Affairs

The Honorable Eljjah E. Cummings
Ranking Member, Committee on Oversight and Govemment Reform






February 8, 2017

The Honorable Richard Cordray
Director

Consumer Financial Protection Bureau
1700 G Street, NW

Washington, D.C. 20552

Re: CFPB’s Use of “Close-Hold” Media Embargoes

Dear Director Cordray,

| write you to express concerns regarding the use of close-hold media embargoes by the Consumer
Financial Protection Bureau {“CFPB” or “Bureau”}. Transparent communication with the public is
important for any government agency. However, the Bureau’s aggressive and opaque media tactics do
not further its mandate of consumer protection and appear designed only to advance a political agenda.

The Bureau must be more balanced and transparent in its communication. A close-hold media embargo
violates that balance and transparency by delivering important news in the middle of the night to pre-
selected media outlets ahead of the general public, while at the same time restricting the ability for
news organizations to provide proper analysis and outside comment. As Director, you have oftentimes
made use of close-hold midnight embargoes where important information such as rulemakings, the
publication of research, or prepared remarks are made available to certain favored media outlets in
advance of others, or the general public, This close-hold embargo exacerbates an already fundamental
fack of public debate on issues under consideration by the Bureau, given that decisions are made in a
black box rather than in a forum that includes public discourse.

Restricting public debate through close-hold media embargoes hampers public input. The close-hold
media embargo may permit the Bureau to advance its agenda, by controlling the story, but it also
prevents the inclusion of differing views. This embargo constrains the journalists that are privy to this
information from providing a story with multiple perspectives that has been properly fact-checked. For
example, under a close-hold embargo, a journalist given early access to a regulation is not permitted to
share the regulation with an impacted party for comment.

Furthermore, | am not aware of any other independent financial regulator making use of a close-hold
midnight embargo. This sort of political approach is highly inappropriate for an independent federal
agency.

| would appreciate your assistance in answering the following questions:
1. What is the Bureau’s justification for using a “close-hold embargo”? Why is the embargo often
lifted at 12:00am midnight?
2. How does such a midnight embargo advance the Bureau’s consumer protection mandate?
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3. What controls must the Bureau adhere to prevent the leaking of sensitive information? Have
there been any violations of these controls?

4. Under what circumstances does the Bureau believe it would be in violation of law for leaking,
via close-hold embargo, certain sensitive information such as rulemakings, enforcement actions,
studies, and prepared remarks?

Given the importance of these concerns, | would value a response by February 22, 2017.

Respectfully,

Member of Congress

Dennis A. Ross
Member of Congress

HODerT rittenger
Member of Cangress Member of Congress

Member of Congress






The Bureau concurred with this recommendation and has begun reviewing the Bureau’s operating
reserve targets and related justifications to help ensure the Bureau continues to use its resources
efficiently and responsibly.

GAO notes in its report that maintaining a reserve balance is important for certain entities to ensure
that program operations can be sustained in case of unexpected changes. The Bureau maintains an
operating reserve in the Bureau Fund to provide a source of funds for unexpected situations such as
a sudden, unanticipated increase in expenses due to unforeseen events, potential timing delays in
recetving funds into the Bureau Fund, and uninsured losses.

GAQ’s report highlights that when unobligated balances are used as operating reserves, it is
important for entities to establish a target range that is justified with program data and risk
management considerations. The Bureau agrees with this view and is reviewing historical data to
update the overall operating reserve amount and calculations. The Bureau is documenting its
underlying assumptions based on actual program needs and probable contingencies to ensure
appropriate analyses support the Bureau’s calculations. In addition, internal Bureau stakeholders
have met and continue to consult on any contingencies that may result from litigation, disputes, or
protests, as well as damages or repairs to capital assets. Lastly, the Bureau will review the
justifications and assumptions used in determining its reserve targets to ensure they remain relevant
and to determine whether the target amounts should be decreased, increased, or remain the same.
Once these determinations are made, the Bureau will finalize its updated policy.

The Bureau appreciates the opportunity to provide our response on this important issue, and we
ook forward to fully implementing GAQ’s recommendation. Should you have any additional
questions, please do not hesitate to contact me or have your staff contact Matthew Pippin in the
Bureau’s Office of Legislative Affairs or Anne Tindall in the Bureau’s Legal Division. Mr. Pippin
can be reached at 202-435-7552 and Ms. Tindall can be reached at 202-435-9591.

Catherine Galicia
Assistant Director for Legisiative Affairs

cc: The Honorable Claire C. McCaskill
Ranking Member, Committee on Homeland Security and Governmental Affairs

The Honorable Elijah E. Cummings
Ranking Member, Committee on Qversight and Government Reform
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February 10, 2017

The Honorable Michael E. Capuano
U.S. House of Representatives

1414 Longworth House Office Building
Washington, DC 20515

Dear Congressman Capuano:

Thank you for your letter regarding financial institutions™ use of bank statement loan programs 1o
verify borrower income and the potential for this practice to undermine prudent mortgage
underwriting standards. While the Consumer Financial Protection Bureau cannot comment on or
confirm any Bureau supervisory activity or investigations, the Burcau takes aflegations of
potentially unlawful lending practices very seriously. Moreover, if consumers become aware of
conduct that potentially violates Federal consumer financial law, we encourage them to send that
information to the Bureau via our whistleblower tip line at 855-695-7974

o

As you may know, in January 2013, the Bureau issued several rules implementing changes made
by the Dodd-Frank Wall Street Reform and Consumer Protection Act to the laws goveming various
aspects of the mortgage market. including assessments of consumers’ ability to repay their loans,
mortgage servicing, loan originator compensation, and other topics. For any loan covered by the
Bureau's Ability-to-Repay and Qualified Mortgage rule,’ a creditor must mnake a reasonable and
good faith determination at or before consummiation that the consumer will have a reasonable
ability to repay the loan according to its terms.? Creditors making Qualified Mortgages qualify for
either a safe harbor or presumption of compliance with regard to this standard.” Certain QMs
originated pursuant 1o a special rule* or other Federal agencies’ ability to repay rules follow the
robust documentation requirenients ol those other Federal agencies or the Government Sponsored
Enterprises.” For all other covered loans, whether QM or not, a creditor must verify the amounts of

! ]2 CFR |02643 For a genera] OVeWieW Of the rule's reqn;rnmnv\!c‘ ras tha Barcan™c Ahilite ta Damnr and nnaliﬁcd
Moneage Rule Small Entity Comnpliance Guide, available ¢

1L W lU.{.U.'f_J\L)\l In
* 12 CFR 1026.43(e)(1).
12 CFR 1026.43(e)X4). The Federal agencies originally included in the special rule are the Department of Housing
and Urban Development. the Department of Veterans Affairs, the Department of Agriculture, and the Rural Housing
Service. As these agencies have promulgated their own Ability to Repay rules. they have ceased to be part of the
special rule.
5"The Federal National Morigage Association (Fannie Mae) and the Federal Mortgage Home Loan Corporation
{Freddie Mac).



income or assets that the creditor relies on to determine a consumer’s ability to repay using third-
party records that provide reasonably reliable evidence of the consumer’s income or assets.”

It is also important to note that the requirements of the Qualified Residential Mortgage risk
retention rule,’ promulgated by six prudential Federal regulatory agencies® other than the Bureau,
closely parallel the requirements of the Bureau's Ability-to-Repay and Qualified Mortgage rle.
Further information about compliance with and enforcement of the QRM rule can be obtained from
those agencies.

Thank you for bringing this matter to the Bureau’s attention and for your ongoing interest in the
Bureau’s work. Should you have any additional questions, plcase do not hesitate to contact me, or
have your staff contact Patrick O'Brien in the Bureau’s Office of Legislative Affairs. Mr. O'Brien
can be reached at 202-435-7180. 1 look forward to working with you on this and other consumer
financial protection matters of importance to you and your constituents.

Sincerelv.

Richard Cordray
Director

® 12 CFR 1026.43(c)4).

779 FR 77602 (Dec. 24. 2014).

* The Federal Reserve Board, the Office of the Comptroller of the Currency, the Federal Deposit Insurance
Corporation. the Securities and Exchange Commission. the Federal Housing Finance Agency. and the Department of
Housing and Urban Development.
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February 13, 2017

The Honorable Emanuel Cleaver

I.S. House of Representatives
2335 Rayburmn House Office Building
Washington, DC 20515

Dear Congressman Cleaver:

Later this month, the Consumer Financial Protection Bureau will convene our employees to
celebrate Black History Month. We would be honored to hear your perspectives on black history
and the importance of diversity, inclusion, and fairness in the financial services marketplace. 1
cordially invite you to be our keynote speaker.

The event will take place at Bureau headquarters, located at 1275 1 Street, NE. We will gladly
accommodate your schedule in any way possible to enable Bureau employees to be enriched by
your presence during this imponant celebration.

The duration of the event is planned for one hour. You are inviled to give remarks and if time
permits, your remarks would be followed by a question and answer session with Bureau
employees. We expect approximately 75 attendees in person and more by conference call as
Bureau staff is located throughout the country.

Thank you for your strong support of Bureau emplovees and for considering this request. Please
do not hesitate to contact me should you have any questions or have your staff contact Derek
Conrad in my office at (202) 435-9180, or Patrick O’ Brien in our Office of Legislative Affairs at
(202) 435-7180.

Sincerelv.

Richard Cordray
Direetor
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February 15,2017

The Honorable Jon Tester

U.S. Senate

311 Hart Senate Office Building
Washington, D.C. 20510

Dear Senator Tester:

Thank you for your letter and for your support of the Dodd Frank Wall Street Reform and
Consumer Protection Act and the Consumer Financial Protection Bureau. Your letter asks about
the Bureau’s Civil Penalty Fund and using amounts in that Fund for the purpose of consumer
education and financial literacy programs.

Under the Dodd-Frank Act, funds in the Civil Penalty Fund may be used for payments to the
victims of activities for which civil penalties have been imposed under the Federal consumer
financial laws. To the extent that such victims cannot be located or such payments are otherwise
not practicahle, the Bureau may use funds in the Civil Penalty Fund for the purpose of consumer
education and financial literacy programs. On May 7, 2013, the Bureau issued a Civil Penalty
Fund rule that specifically governs how the Bureau uses the money in the Civil Penalty Fund.'

The rule created a transparent process for allocating money from the Civil Penalty Fund. Among
other things, the rule provides that the Bureau will designate a Fund Administrator who wili
manage the Civil Penalty Fund in accordance with the rule and explains the conditions under which
victims may receive payments from the Fund. The rule establishes procedures that the Fund
Administrator will follow to decide how money in the Fund will be allocated, both to classes of
victims and to consumer education and financial literacy programs. Consistent with the statutory
purpose of the Civil Penalty Fund, monies may be allocated for the purpose of consumer education
and financial literacy programs only if all eligible victims have been fully compensated, to the
extent practicable.

The Bureau also has adopted a set of criteria for selecting programs that serve consumers and
improve consumer education and financial literacy in the event that Civil Penalty Fund money is
allocated to consumer education and financial literacy programs. The federal procurement process
is used to deploy such programs. All procurement opportunities related to Civil Penalty Fund
consumer education and financial literacy programs are posted publicly on the Bureau’s website,
with guidance on doing business with the Bureau.” The criteria and information about Civil

! https://www.federalregister.gov/articles/2013/05/07/2013-10320/consumer-financial-civil-penalty-fund
? hitps://www.consumerfinance.gov/about-us/doing-business-with-us/



Penalty Fund consumer education and financial literacy programs are also available on our website,
along with other related Frequently Asked Questions.’

In 2015 the Bureau launched its first consumer education and financial literacy program funded
with Civil Penalty Fund money, the Financial Coaching for Transitioning Veterans and
Economically Vulnerable Consumers program. To date, a total of $28.8 million has been allocated
to consumer education and financial literacy programs, and all of that funding has been designated
to the Financial Coaching program.

The Financial Coaching program integrates financial coaching into existing service delivery
programs at sites serving transitioning veterans and economically vulnerable consumers across the
country. For the veteran population served, the financial coaching is provided primarily at
Department of Labor American Job Centers and is designed to help veterans with financial
challenges they face when transitioning from military to civilian life. For the economically
vulnerable consumers served, the financial coaching is provided through selected nonprofit
organizations.

These sites were selected through a public and open process through which interested organizations
were encouraged to submit expressions of interest. We anticipate that if there are any future
opportunities for new localities or sites to be selected, those opportunities will likewise be made
open to interested organizations, including local counseling agencies. Similarly, any future
opportunities related to consumer education and financial literacy programs funded through an
allocation from the Civil Penalty Fund will be posted on the Bureau’s website on the “Doing
Business With Us™ page.’

The Bureau has also worked with Rural Dynamics and other Montana groups on activities not
related to Civil Penalty Fund projects. Bureau staff would be happy to provide a briefing on any of
the Bureau’s consumer education efforts in Montana. Should you have any questions about the
Bureau’s work, please do not hesitate to contact e or have your staff contact Matt Pippin in the
Bureau’s Office of Legislative Affairs. Mr. Pippin can be reached at 202-435-7552. I look
forward to working with you on this and other consumer financtal protection matters of importance
to you and your constituents.

Sincerely,

Riehard Cordray
Director

* http:/iiles.consumerfinance.gov/f/201207_cfpb_civil_penalty fund_criteria.pdf

* http:/fwww.consumerfinance.gov/about-us/blog/hosting-a-financial-coach-in-your-community/

* htp://www.consumerfinance. gov/about-us/doing-business-with-us/. Organizations interested in doing business with
CFPB should monitor FedBizOpps (www.fbo.gov), the government-wide procurement point of entry, which is the
vehicle used by the Bureau to announce the issuances of full and open competitive acquisitions.
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February 15, 2017

Director Richard Cordray

Consumer Financial Protection Bureau
1700 G Street N.W.

Washington, DC 20552

Dear Director Cordray:

Thank vou for attending the Financial Services Democratic Retreat and for
sharing the work you and the Bureau do in fighting for everyday
consumers. [ have received very positive feedback from our Members and
statl. all of whoin {elt that the conversation was both lively and
informative. [ appreciate the enthusiasm you were able to generate within
the room. and [ look torward to continuing our work together.

Again, thank you for your parlicipation and your leadership despite
sustained political opposition to protecting our nation’s consumers, [ ain

proud to stand by you.

With Regards,

I¥LAXTLIC ¥Y ALl D
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February 22, 2017

The Honorable Jason Chaffetz

Chairman

Committee on Oversight and Government Reform
U.S. House of Representatives

2157 Rayburn House Office Building
Washington, D.C. 20515

Dear Chairman Chaftetz:

Enclosed, please find the Fiscal Year 2016 Federal Information Security Management Aet
(FISMA) Report of the Consumer Financial Protection Bureau, as required under FISMA.

Should you have any questions concerning this report, please feel free to contact me at 202-435-
9711.

Sincepely,

Catherine Galicia
Assistant Director for Legislative Affairs

consumerfinance.gov






Consumer Financial
Protection Bureau

1275 First Street NE, Washington, DC 20552

November 9, 2016

The Honorable Shaun Donovan

Director, Office of Management and Budget
725 17th Street NW

Washington, DC 20503

Dear Director Donovan,

The Consumer Financial Protection Burecau (CFPB or Bureau} is pleased to submit the attached
Fiscal Year (FY) 2016 Annual Federal Information Security Modemization Act (FISMA) Report.
Over the course of the year, the CFPB continued to refine and mature its FISMA-based information
security program to support the operational needs of the Bureau. The information security program
is well established in policy, with defined processes and effective controls that are integrated with
the Bureau's enterprise information technology management functions and aligned with our
strategic objectives. The CFPB FY 16 Annual FISMA Report speaks to the continued work that
CFPB has accomplished towards the FISMA program. With the successful transition from
Treasury's technology infrastructure in FY2015, and our continued cloud computing deployment
efforis, the number of FISMA reportable systems has increased from eight to ten.

The Bureau’s Inspector General concluded that the CFPB FISMA program is consistent with seven
of the eight FISMA domains. CFPB is on-track with its efforts to attain consistency with the one
remaining metric area of contingency planning by performing enterprise-wide business impact
analyses. This will facilitate continued maturation of our Bureau-wide response and recovery
capabilities.

Further, our Inspector General reporied that the Bureau has remediated the matters related to six of
the seven recommendations that were open from prior Inspector General reviews at the start of this
FISMA review cycle. This year, our added focus and efforis in the Information Security
Continuous Monitoring (ISCM), Security Training, Inctdent Response, Policies and Procedures.
and Remote Access FISMA domains resulted in such improved performance in these areas that our
Inspector General found their prior recommendations to have been successfully addressed by the
Bureau. We are on-track to mitigate the final recommendation once the Department of Homeland
Security deploys their Continuous Diagnostics and Mitigation (CDM) solution into our
infrastructure.
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The CFPB has continued to move forward with our efforts in support of the three Cybersecurity
Cross-Agency Priorities (CAPs) defined by the Administration: Information Security Continuous
Monitoring, ldentity, Credential and Access Management (ICAM), and Anti-Phishing and
Malware Defense. We will continue with these efforts throughout FY2017,

In the ISCM CAP domain, CFPB has completed its third year of collection, analysis and reporting
through ISCM. We have continued to tailor and refine our security control design, implementation
and program methodology based on the results obtained thus far. We have adapted our technology
and processes in order to address the FISMA metrics published by DHS, as well as instructions
from OMB memoranda, and feedback from our auditors. We will continue to improve the program
throughout FY2017 by incorporating our lessons leamed from previous cycles as well as the
guidance and enhancements issued under new publications, memoranda, and other doctrine to keep
pace with a shifting risk landscape.

In the Anti-Phishing and Malware defense CAP domain, we are working with DHS on the
deployment of their Continuous Diagnostics and Mitigation {(CDM) program as described in the
Federal C1O Council’s Concept of Operations. As CDM fuses into our ISCM technological
platforms, we will have increased improved information that helps guide our defensive capabilities
by itnproving our asset management and configuration management processes and automation. In
FY2017, we will continue to actively participate in the Bureau's onboarding preparations with the
CDM integration team. Also in FY2017, we will integrate next generation antivirus, behavioral
analysis, and data loss prevention into our end user systems. These will result in a more proactive
stance in remediating and managing phishing and malware threats, as well as overall enterprise
risk. Finally, we are in the process of procuring specialized training and hands-on exercise
capabilities 10 help further the education of our users regarding phishing and malware threats. This
will augment our existing security education, training, and awareness programs for both routine
users and those with significant security responsibilities.

In support of the ICAM CAP domain, the CFPB continues to move towards a holistic Homeland
Security Presidential Directive (HSPD)-12 solution that will suppor1 Personal Identity Verification
(PIV) authentication methods for both physical and logical access. Throughout this fiscal year, the
CFPB ICAM program continued to integrate applications into the enterprise authentication system
that supports PIV and multi-factor authentication. Also in FY2016, the Bureau deployed an
enterprise identity management systein, and has incrementally deployed capabilities for identity
attribute synchronization and account creation. Qur plans for FY2017 include the integration of
additional applications, helping to improve overall security while reducing account management
overhead. Our networks now support use of PIV credentials. and we have commenced a pilot of
PIV enforcement for our privileged and unprivileged users.

The Bureau is pleased to report that in FY2016, we had no major incidents as defined in OMB
M-16-03. As updated in OMB M-17-05, Fiscal Year 2016 - 2017 Guidance on Federal
Information Security and Privacy Management Requirements, we reevaluated our historical
incident data and found that we also have had no major incidents as defined in the new guidance.
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Going forward, we will be using the OMB M-17-05 definitions and reporting instructions, and will
report any major incidents to U.S. CERT, OMB, and Congress, as required.

Per the direction in OMB M-16-03, we reported a total of 153 cyber incidents that were provided to
U.S. CERT in FY2016; all related to our low and moderate impact information systems. Of these
153 incidents, 117 of them were related to the loss of encrypied mobile devices. Compared to last
year, we are seeing a slight increase in the rate of lost devices, and will be taking steps with our
Security Education, Training, and Awareness program to raise awareness about mobile asset
security and safekeeping. Aside from mobile device reports, CFPB reported an average of 2.5
incidents per month to U.S. CERT. April, 2016 was our peak month with 8 incidents due to the
new EINSTEIN notifications that are being provided to us through our Managed Trusted Internet
Protocol Service.

We continue to mature and improve our progress towards meeting FISMA metrics and CAP goals.
Specifically:

Vulnerability and Currently at 90% of goal, with anticipation of reaching
Weakness Management  the 95% federal target by mid-year.

Anti-Phishing Defense Four of the five metrics are over the 90% federal target,
and two have exceeded the target by reaching 100%.
The remaining metric is progressing toward the 90%
target.

Maiware Defense The applicable metrics have met and then exceeded the
target of 90%, with two having reached 98%.

As is evident in the accompanying report and the results of our Inspector General FISMA audit for
the year, we believe that the Bureau's information security and privacy controls are adequate,
effective, and maturing as planned. We realize the significance of a robust information security
program and work continuously to refine processes and enhance capabilities to achieve the highest
levels of confidence and assurance in the Bureau’s information security managerial. operational
and technical control capabilities.

Sincerely,

Director

Enclosure

Controlled Unclassified Information



Chief Information Officer

Section Report
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Inspector General
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Consumer Financial Protection Bureau



Please provide an overall narrative assessment of the agency's information security program. Please note that OMB will include this

information in the publicly available Annunal FISMA Report to Congress to provide additional context for the Inspector General's

effectivencss rating of the agency's information sccurity program. OMB may modify this response to conform with the grammatical

and narrative structure of the Annual Report.

Overall, we found that the CFPB continues to mature its information security program to ensure that it is consistent with FISMA
requirements. For instance, the CFPB has implemented several tools to automate 1SCM capabilities, matured its [SCM program {rom level ¥
(ad hoc) to level 3 (consistently implemented), and strengthened its role-based training program for users with signiticant security
responsibilities. We also found that the CFPB's information security program is generally consistently with 7 of the 8 information security
domains listed by DHS: risk management, contractor systems, configuration management, identity and access management, security and
privacy training, ISCM, and incident response. For the remaining domain, contingency plananing, the CFPB has not completed an agency-wide
business impact analysis to guide its contingency planning activities, nor has it fully updated its continuity of operations plan to reflect the
transition of its information technology infrastructure from the U.S. Department of the Treasury.

Our report includes three new recommendations to strengthen the CFPB’s information security program: (1) formalize insider threat activities
through an agency-wide insider threat program strategy, (2) ensure that user access forms and rules of behavior for privileged users are
maintained, and (3) ensure that a business impact analysis is conducted and used to guide contingency planning activities.


















































































































Summarv of Recommendations. OIG Renart 2016-IT-C-012

1 ’ cvallale opucns ana aeveiop an agency-wioe
instder threat program to include

a. a strategy to raise organizational
awareness.
an optimal organizational structure.

¢. integration of incident response capabilities,
such as ongoing activities around data loss
prevention.

3 i1 Strengthen the CFPB’s contingency program by

a. performing an agency-wide business impact
analysis.

b. updating the agency’s continuity of

operations plan and information technology
contingency plan to reflect the results of the
business impact analysis and the current

ronrmtioe crasicneeaant Af Hhe CEDD

UITTEGE OT The LNIeT
Information Officer

Office of the Chief
Information Officer





























































































Senior Agency Official For Privacy
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Consumer Financial Protection Bureau



























Description of CFPB’s Privacy Program

The Bureau’s Senior Agency Official for Privacy is the Chief Privacy Officer {(CPQ). The Privacy Team
reports through the Chief Data Officer to the Chief Infoermation Officer. The Chief Information Officer
reports to the Chief Administrative Officer. In the Bureau’s Disclosure of Records and Information
Regulation® the Chief Privacy Officer means the Chief Information Officer of the CFPB or any CFPB
employee to whom the Chief Information Officer has delegated this authority. The Chief Information
Officer delegated this authority to the CPO. The CFPB’s CPO is responsible for all of the CFPB’s privacy
compliance and operational activities. The CPO evaluates the privacy implications of legislative,
regulatory, and other policy proposals and ensures that the technology used by the CFPB upholds
privacy protections. The CPO is responsibte for ensuring that all employees are familiar with information
privacy laws, regulations, policies, and procedures and understand the serious consequences and
ramifications of inappropriate access, use, or disclosure of PIl. The CPO ensures completion of System of
Records Notices (“SORN”), and Privacy Impact Assessments (“PIA”). The CPO is also responsible for
ensuring that the CFPB only collects, uses, maintains, and disseminates Social Security numbers when
reguired to do so by statute or regulation.

During the FY2016 reporting period, no changes in leadership, staffing, structure, or organization were
made. For the FY2017 reporting period, no changes in leadership, staffing, structure, or organization are
expected, other than the hiring of a new employee to replace a retiring employee.

The CFPB has published several documents that describe the policies, procedures, structure, roles, and
responsibilities with respect to the Bureau s prwacy program and the Bureau s creation, collection, use,
processing, storage, maintenance S '. These documents can
be found on the Bureau’s websitt

Privacy Policy

System of Re¢

Privacy Impac

Digital Privacy

Privacv Policy

lnetriirtinne fAar Amandine and Carrertine Rarardce nindar tha Priviaca At

! http://www.ecfr.gov/cgi-bin/text-idx?c=ecfr&tpl=/ecfrbrowse/Title12/12¢fr1070_main_02.tpi






CFPB Efforts to Comply with Privacy-related Requirements in M-16-04

OMB directed agencies to initiate processes to identify their High Value Assets (HVAs). Federal
Information Processing Standard {FIPS) 199, Standards for Security Categorization of Federal
Information and Information Systems, provides relevant guidance and requires Federal agencies to
categorize their information and information systems to determine the worst-case adverse impact to
operations and assets, individuals, other arganizations, and the Nation if their information or systems
are compromised’. The CFPB does not have any holdings that are identified as High Value Assets,
therefore the agency’s has no HVAs that contain Pl

' FIPS Publication 199 defines three levels of potential impact {i.e., low, moderate, and high) on organizations or
individuals should there be a breach of security (i.e., a loss of confidentiality, integrity, or availability).


















Implementation Plan and Progress Update on the Use of Social Security
numbers (SSN)

As a new agency, the Consumer Financial Protection Bureau is taking steps to ensure that there are no
unnecessary uses of Social Security numbers {SSN). The Privacy team plans to confirm the appropriate
use of sensitive Pl including SSNs before the Bureau collects the sensitive Pll, and we plan to validate
usage on an ongoing basis through annual reviews of data collections. All data collections are reviewed
by the Privacy Office to ensure that the Bureau only uses SSNs when required to do so by statute or
regulation. This process occurs through the Bureau’s Data Intake Group process.
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February 22, 2017

The Honorable Elijah E. Cummings

Ranking Member

Committee on Oversight and Government Reform
U.S. House of Representatives

2471 Rayburn House Office Building
Washington, D.C. 20515

Dear Ranking Member Cummings:

Enclosed, please find the Fiscal Year 2016 Federal Information Security Management Act
(FISMA) Report of the Consumer Financial Protection Bureau, as required under FISMA.

Should you have any questions concerning this report, please feel free to contact me at 202-435-
9711.

G4k

Catherine Galicia
Assistant Director for Legislative Affairs

consumerfinance gov
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February 22, 2017

The Honorable Eddie Bernice Johnson
Ranking Member

Committee on Science, Space and Technology
U.S. House of Representatives

394 Ford House Office Building

Washington, D.C. 20513

Dear Ranking Member Johnson:

Enclosed, please find the Fiscal Year 2016 Federal Information Security Management Act
(FISMA) Report of the Consumer Financial Protection Bureau, as required under FISMA.

Should you have any questions concerning this report, please feel free to contact me at 202-435-
9711.

Catherine Galicia
Assistant Director for Legislative Affairs

consumerfinance.gcv
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February 22, 2017

The Honorable Lamar S. Smith

Chairman

Committee on Science, Space and Technology
U.S. House of Representatives

2321 Rayburn House Office Building
Washington, D.C. 20515

Dear Chairman Smith:

Enclosed, please find the Fiscal Year 2016 Federal Information Security Management Act
(FISMA) Report of the Consumer Financial Protection Bureau, as required under FISMA.

Should you have any questions concerning this report, please feel free to contact me at 202-435-
9711.

Sincgrely,

L -

Catherine Galicia
Assistant Director for Legislative Affairs

consumerfinance.gov
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February 22, 2017

‘The Honorable Claire C. McCaskill

Ranking Member

Committee on Homeland Security and Governmental Affairs
U.S. Senate

442 Hart Senate Office Building

Washington DC 20510

Dear Ranking Member McCaskill:

Enclosed, please find the Fiscal Year 2016 Federal Information Security Management Act
(FISMA) Report of the Consumer Financial Protection Bureau, as required under FISMA.

Should you have any questions concerning this report, please feel free to contact me at 202-435-
9711.

Catherine Galicia
Assistant Director for Legislative Affairs

consumerfinance.gov
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February 22, 2017

The Honorable Bill Nelson

Ranking Member

Committee on Commerce, Science and Transportation
U.S. Senate

425 Hart Senate Office Building

Washington C 20510

Dear Ranking Member Nelson:

Enclosed, please find the Fiscal Year 2016 Federal Information Security Management Act
(FISMA) Report of the Consumer Financial Protection Bureau, as required under FISMA.

Should you have any questions concerning this report, please feel free to contact me at 202-435-
9711.

i

Catherine Galicia
Assistant Director for Legislative Affairs

consumerfinance gov
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February 22, 2017

The Honorable John Thune

Chairman

Committee on Commerce, Science and Transportation
U.S. Senate

512 Dirksen Senate Office Building

Washington DC 20510

Dear Chairman Thune:

Enclosed, please find the Fiscal Year 2016 Federal Information Security Management Act
(FISMA) Report of the Consumer Financial Protection Bureau, as required under FISMA.

Should you have any questions concerning this report, please feel free to contact me at 202-435-
9711.

Sincescly,

mna

Catherine Galicia
Assistant Director for Legislative Affairs

consumerfinance.gov



February 27, 2017

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

Recent reports sugpgest that you use a private device for official communications in
circumvention of the federal recordkeeping laws.! Specifically, the Bureau of
Consumer Financial Protection (“Bureau”) produced records in response to a
Freedom of Information Act (“FOIA”) request that indicate you sent and received
text messages to a number associated with a personal, non-government device.?

Provisions in the Federal Records Act (Pub. L. 113-187) specifically bar federal
employvees from conducting official business over non-official electronic accounts,
unless that material is properly filed in an official account within 20 days, a
requirement in place in order to properly preserve and maintain those records.?
Federal employees who violate this disclosure requirement are subject to
disciplinary action under chapter 75 of title 5, United States Code.

The Committee on Financial Services and the Committee on Oversight and
Government Reform write to ensure that you are complying in full with federal
recordkeeping laws and that you are not deliberately conducting official business
through private channels. It is important that you comply with these laws so that
your actions as Director of the Bureau may be subject to review by Congress and the
public.

Accordingly, by no later than March 13, 2017, please provide:

I See Justin Caruso, CFPB Head Cordray Used Private Device, Didn’t Create Records Of Messages,
THE Dally CALLER (Jan. 23, 2017), http:/dailvcaller.com/2017/01/23/exelusive-cipb-head-cordray-
used-private-device-didnt-creste-records-of-messages/.

2 The Daily Caller reproduced the Bureau's September 29, 2016 response to an August 31, 2016
FOIA request wherein the Burcau notes no text or SMS messages were located after searching your
government devices, Id, However, a search of your staff's government issued devices located
messages sent to and from your personal device which the Bureau confirmed in a letter dated
November 16, 2016 and reproduced in the report by the Daily Caller. Id.

4 See 44 11.5.C. § 2911{a).

PRIMTED O TR L



The Hon. Richard Cordray
February 27, 2017
Page 2 of 3

1.

A list of all phone numbers used by you from January 2011 — present to
transact government business, and the service providers associated with each
number;

A list of all non-governmental email accounts used by you from January 2011

. The number of emails sent by you using a non-governmental email account to

A description of the steps you took to comply with all applicable federal
recordkeeping laws in light of your apparent use of non-governmental email

2.

— present to transact government business;

3
the Chief of Staff or any Assistant, Associate, or Deputy Director of the
Bureau from January 2011 — present;

4. The number of emails received by you using a non-governmental e-mail
account from the Chief of Staff or any Assistant, Associate, or Deputy
Director of the Bureau from January 2011 — present;

5.
for official purposes; and

6.

Copies of the FOIA requests referenced in the press report titled CFPB Head
Cordray Used Private Device, Didn’t Create Records of Messages, The Daily
Caller (Jan. 23, 2017), and unredacted copies of all records responsive to
those requests.

If you have any questions regarding this request, please contact Elie Greenbaum of
the Committee on Financial Services staff at (202) 225-7502 or Corey Cooke of the
Committee on Oversight and Government Reform staff at (202) 225-5074.

Sincer:

JEB1
Chair
Commuittee on Financial Services

AR IR ET N IT NN
Subcommittee on
Oversight and Investigations

(IR N W R B Y O RO )

Chairman
Committee on Oversight and
Government Reform

JIM

Chairman

Subcommittee on

Health Care, Benefits,
and Administrative Rules



cc: The Hon. Maxine Waters, Ranking Member
Committee on Financial Services

The Hon. Elijjah Cummings, Ranking Member
Committee on Oversight and Government Reform

The Hon. Al Green, Ranking Member
Subcommittee on Oversight and Investigations
Committee on Financial Services

The Hon. Raja Krishnamoorthi, Ranking Member
Subcommittee on Health Care, Benefits, and Administrative Rules
Committee on Oversight and Government Reform
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Committee Records Request Instructions

In complying with this request, you are required to produce all responsive records
that are in your possession, custody, or control, whether held by you or your pﬁst
or present agents, employees, and representatives acting on your behalf. You shall
also produce records that you have a legal right to obtain, that you have a right to
copy or to which you have access, as well as records that you have placed in the
temporary possession, custody, or control of any third party. Requested records
shall not be destroyed, modified, removed, transferred, or otherwise made
inaccessible to the Committees.

In the event that any entity, organization, or individual denoted in this request
has been, or is also known by any other name than that herein denoted, the
request shall be read also to include that alternative identification.

A cover letter shall be included with ecach production and include the following:

a. A list of each piece of media included in the production with its unique
production volume number.

b. A list of custodians, identifying the Bates range for each custoedian.
¢. The time zone in which the emails were standardized during conversion.
d. All Bates Prefix and Suffix formats for records contained in the production.

Records shall be produced to the Committees on one or more CDs, memory sticks,
thumb drives, or USB hard drives. Production media shall be labeled with the
following information: Case Number, Production Date, Producing Party, Bates
Range.

All records shall be Bates-stamped sequentially and produced sequentially.

Records produced shall be organized, identified, and indexed electronically.

(S ]

Only alphanumeric characters and the underscore (“_”) character are permitted in

file and folder names. Special characters are not permitted.

Electronic record productions shall be prepared according to the following
standards:

a. All submissions must be organized by custodian unless otherwise
nstructed.

Pageiof x



b. Productions shall include:

C.

1. A Concordance Data ((DAT) Load File in accordance with metadata
fields as defined in Appendix A.

2. A Standard Format Opticon Image Cross-Reference File (.OPT) to
link produced images to the records contained in the .DAT file.

3. A file (can be Microsoft Word, Microsoft Excel, or Adobe PDF)
defining the fields and character lengths of the load file.

The production format shall include images, text, and native electronic files.

Electronic files must be produced in their native format, i.e., the format in

which they are ordinarily used and maintained during the normal course of

business. For example, a Microsoft Excel file must be produced as a
Microsoft Excel file rather than an image of a spreadsheet. NOTE: An
Adobe PDF file representing a printed copy of another file format (such as

Word Document or Webpage) is NOT considered a native file unless the
record was initially created as a PDF.

1. Image Guidelines:

1.

2.

Single or multi page TIFF files.

All TIFF images must have a unique file name, 1.e,, Bates
Number

Images must be endorsed with sequential Bates numbers in
the lower right corner of cach image.

2. Text Guidelines:

1.

All text shall be produced as separate text files, not inline
within the DAT file.

. Relative paths shall be used to link the associated text file

(FIELD: TEXTPATH) to the record contained in the load file.

. Associated text files shall be named as the BEGBATES field of

each record.

3. Native File Guidelines;

1.

Copies of original email and native file records/attachments
must be included for all electronic productions.
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10.

11.

12.

2. Native file records must be named per the BEGBATES field.

3. Relative paths shall be used to link the associated native file
(FIELD: NATIVEFILELINK) to the record contained in the
load file.

4. Associated native files shall be named as the BEGBATES field
of each record.

d. All record family groups, i.e. email attachments, embedded files, etc., should
be produced together and children files should follow parent files
sequentially in the Bates numbering.

e. Only 1 load file and one Opticon image reference file shall be produced per
production volume.

f. All extracted text shall be produced as separate text files.

g. Record numbers in the load file should match record Bates numbers and
TIFF file names.

h. All electronic record produced to the Committees should include the fields of
metadata listed in Appendix A.

Records produced to the Committecs shall include an index describing the contents
of the production. To the extent that more than one CD, hard drive, memory stick,
thumb drive, box, or folder is produced, each CD, hard drive, memory stick, thumb
drive, box, or folder shall contain an index describing its contents.

Records produced in response to this request shall be produced together with
copies of file labels, dividers, or identifying markers with which they were
associated when the request was served,

When you produce records, you shall identify the paragraph or number in the
Committees’ request to which the records respond and add a metadata tag listing
that paragraph or number (sce Appendix A).

Four sets of records shall be delivered, two sets to the Majority Staff and two sets
to the Minority Staff of the Committces. To the extent the Minority Staff of the
Committees does not have an electronic record review platform, records shall be
produced to the Minority Staff in searchable PDF format and shall be produced
consistent with the instructions specified in this schedule to the maximum extent
practicable.
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16

. Production media and produced records shall not be encrypted, contain any
password protections, or have any limitations that restrict access and use.

. 1t shall not be a basis for refusal to produce records that any other person or entity
also possesses non-identical or identical copics of the same records.

5. In the event that a record is withheld, you shall provide a log containing the

following information concerning any such record: {(a) the reason why the record
was withheld; (b) the type of record; (c) the general subject matter; (d) the date,
author and addressee; (e) the relationship of the author and addressee to each
other; and (f) any other description necessary to identify the record and to explain
the basis for not producing the record. If a claimed privilege applies to only a
portion of any record, that portion only should be withheld and the remainder of
the record should be produced. As used herein, “claim of privilege” includes, but is
not limited to, any claim that a record either may or must be withheld from
production pursuant to the constitution or any statute, rule, or regulation,

a. Any objections or claims of privilege are waived if you fail to provide an
explanation of why full compliance is not possible and a log identifying with
specificity the ground(s) for withholding each withheld record prior to the
request compliance date.

b. In complying with the request, be apprised that (unless otherwise
determined by the Committees) the Committees do not recognize: any
purported non-disclosure privileges associated with the common law
including, but not limited to, the deliberative-process privilege, the
attorney-client privilege, and attorney work product protections; any
purported privileges or protections from disclosure under the Freedom of
Information Act; or any purported contractual privileges, such as non-
disclosure apreements.

c. Any assertion by a request recipient of any such non-constitutional legal
bases for withholding records or other materials shall be of no legal force
and effect and shall not provide a justification for such withholding or
refusal, unless and only to the extent that the Chairmen of the Committees
have consented to recognize the assertion as valid.

. If any record responsive to this request was, but no longer is, in your possession,
custody, or control, or has been placed into the possession, custody, or control of
any third party and cannot be provided in response to this requcest, you should
identify the record (stating its date, author, subject and recipients) and explain the
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circumstances under which the record ceased to be in your possession, custody, or
control, or was placed in the possession, custody, or control of a third party.

17. If any record responsive to this request was, but no longer is, in your possession,
custody or control, state:

a. how the record was disposed of;

b. the name, current address, and telephone number of the person who
currently has possession, custody or control over the record;

c. the date of disposition;

d. the name, current address, and telephone number of each person who
authorized said disposition or who had or has knowledge of said disposition,

18. If any record responsive to this request cannot be located, describe with
particularity the efforts made to locate the record and the specific reason for its
disappearance, destruction or unavailability.

19. If a date or other descriptive detail set forth in this request referring to a record is
inaccurate, but the actual date or other descriptive detail 1s known to you or is
otherwise apparent from the context of the request, you are required to produce all
records which would be responsive as if the date or other descriptive detail were
correct.

20, This request is continuing in nature and applies to any newly-discovered
information. Any responsive record not produced because it has not been located
or discovered by the return date shall be produced immediately upon subscquent
location or discovery.

21. If properties or permissions are modified for any records produced electronically,
receipt of such records will not be considered full compliance with the request.

22. Upon completion of the record production, you shall submit a written certification
signed by you or your counsel, stating that:

a. a diligent search has been completed of all records in your possession,
custody, or control which reasonably could contain responsive records;

b. records responsive to the request have not been destroyed, modified,
removed, transferred, or otherwise made inaccessible to the Committees
since the date of receiving the Committees’ request or in anticipation of
receiving the Committees’ request, and
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¢. all records located during the search that are responsive have heen
produced to the Committees, identified in a log provided to the Committees,
as described in (15) above, or identified as provided in (16), (17) or (18)
abhove.

23. When representing a witness or entity before the Committee(s) in response to a
record request or request for transcribed interview, counsel for the witness or
entity must promptly submit to the Committee(s) a notice of appearance specifying
the following: (a) counsel’s name, firm or organization, and contact information;
and (b) each client represented by the counsel in connection with the proceeding.
Submission of a notice of appearance constitutes acknowledgement that counsel is
authorized to accept service of process by the Committee(s) on behalf of such
client(s), and that counsel is bound by and agrees to comply with all applicable
House and Committee rules and regulations.
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Committee Records Reguest Definitions

The term “records” means any written, recorded, or graphic matter of any nature
whatsoever, regardless of how recorded or preserved, and whether original or copy.

The term “records in your possession, custody or control” means (a) records that
are In your possession, custody, or control, whether held by you or your past or
present agents, employees, or representatives acting on your behalf; (b) records
that you have a legal right to obtain, that you have a right to copy, or to which you
have access; and (c) records that have been placed in the possession, custody, or
control of any third party.

The term “communication” means each manner or means of disclosure or exchange
of information, regardless of means utilized, whether oral, electronie, by document
or otherwise, and whether in an in-person meeting, by telephone, facsimile, e-mail
(desktop or mobile device), text message, MMS or SMS message, regular mail,
telexes, releases, or otherwise.

The terms “and” and “or” shall be construed broadly and either conjunctively or
disjunctively to bring within the scope of this request any information which might
otherwise be construed to be outside its scope. The singular includes plural
number, and viee versa. The masculine includes the feminine and neuter genders.

The terms “person” or “persons” means natural persons, firms, partnerships,
associations, corporations, subsidiaries, divisions, departments, joint ventures,
proprietorships, syndicates, or other legal, business or government entities, and all
subsidiaries, affiliates, divisions, departments, branches, and other units thereof.

17

The terms “pertaining to,” “referring,” or “relating,” with respect to any given
subject, means anything that constitutes, contains, embodies, reflects, identifies,
states, refers to, deals with or is in any manner whatsoever pertinent to that

subject.
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Appendix A

Production Load File Formatting and Delimiters:

¢ The first line shall be a header row containing field names.

¢ Load file delimiters shall be in accordance with the following:
o Field Separator: § (20) Text Qualifier: b (254)
o Newline: \n (10) Multi-Value Separator: ; (59)
o Nested Value Separator: \ (92)

e All Date / Time Data shall be split into two separate fields (see below).
o Date Format: mm/dd/yyyy — 1.e., 05/18/2015
o Time Format: hhimm:ss A —1.e,, 08:39:12 AM

Required Metadata Fields

Field Name Sample Data Description
FIRSTBATES EDC000000! First Bates number of native file record/email
LASTBATES EDC0O060061 Last Bates number of native file record/email

**The LASTBATES ficld should be populated for single page
records/emails.

ATTACHRANGE EDCO0G00C! - EDCOO0001S| Bates number of the first page of the parent record to the Bates
number of the last page of the last attachment “child” record

BEGATTACH EDC0000001 First Bates number of attachiment range
ENDATTACH EDC3000015 Last Bates number of attachment range
CUSTODIAN Smith, John Email: mailbox where the email resided
Attachment: Individual from whom the record originated
FROM John Smith Email: Sender

Native: Author(s) of record
**semi-colon should be used to separate multiple entries

TO Coffman, Junice, LeeW Recipient(s)
[mailto:LeeW@MSN.com] | **semi-colon should be used to separate multiple entrics

CcC Frank Thompson [mailto: Carboen copy recipient(s)
frank_Thompson(@cdt.com] | **semi-colon should be used to separate multiple entries
BCC John Cain Blind carbon copy recipient(s)
**semi-colon should be used to separate multiple entries
SUBJECT Board Meeting Minutes Email: Subject line of the email
Native: Title of record (if available)
DATE SENT 10/12/2010 Email; Date the email was sent
Native: (empty)
TIME SENT/TIME | 07:05 PM GMT Email: Time the email was sent/ Time zone in which the emails
_ZONE were standardized during conversion.

Native: (empty)
#¥This data nwst be a separate fieid and cannot be combined
with the DATE_SENT ficld

TIME ZONE GMT The {ime zone in which the emails were standardized during
conversion.

Email: Time zone

Native: (empty)

NATIVEFILELINK D001 EDCO000N0T . msg Hyperlink to the email or native file record
**The linked file must be named per the FIRSTBATES number
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MIME_TYPE MSG The content type of an Email or native file record as
identified/extracted froin the header
FILE EXTEN MSG The file type extension representing the Email or native file record;
. will vary depending on the email format
AUTHOR John Smith Email: (empty}
Native: Author of the record
DATE CREATED 10/10/2010 Ernail: (empty)
Native: Date the record was created
TIME_CREATED 10:25 AM Email: (empty}
Native: Time the record was created
**This data must be a separate (ield and cannot be combioed with
the DATE CREATED fleld
DATE MOD 10/12/2010 Email: (empty}
Native: Date the record was last modified
TIME MOD 07:00 PM Email: (empty)
Native: Time the record was last modified
**This data must be a separate field and cannot be combined with
the DATE_MOD field
DATE ACCESSD 10/12/2010 Email; (empty)
Native: Date the record was last accessed
TIME_ACCESSD G7:00 PM Email; (empty)
Native: Time the record was last accessed
**This data must be a separate field and cannot be combined with
the DATE ACCESSD field
PRINTED DATE 10/12/2010 Email: (empty)
Native: Date the record was last printed
NATIVEFILESIZE 5,952 Size of native file record/email in KB
**Use only whole numbers
PGCOUNT 1 Number of pages in native [ile record/email
PATH I\Shared\SmithJ\October Email: {empty)
Agenda.doc Native: Path where native file record was stored including original
file name
INTFILEPATII Personal Folders\Deleted Email: original location of email including original file nane
Items\Board Meeting Native, (cmpty)
Minutes.msg
INTMSGID <000805¢2c71b$§759770508 | Email: Unique Message 1D
ch 8306d 1 @MSN> Native: (empty)
MDS5HASH d131dd02¢c5ebeecd693d9a0 | MD3 Hash value of the record
69 Baff95c
2fcab58712467¢ab4004583
eb 81h7{89
TEXTPATH VTEXTVAAAQQO] .txt Path to the record’s text file that contains extracted text to be used

for processing. Every record has a relative path to its text file in
this field. Note: These paths may also be fully qualified; and thus
do not have to be relative.

NATIVEFILEPATH

WATIVES\MESSAGEL msp;
WATIVESWATTACIIMENTI.
doc

Path to the record’s native file. Every record has a relative path to
its native file in this field. Note: These paths may alse be fully
qualified; and thus do not have to be relative.

HANIDYWRITTEN YECS Field should be marked “YES” if the record has any handwritten
notes or other text that is not contained in the text file
REDACTED YES Field should be marked “YES™ if the record contains any

redactions, "NO” otherwise

Metadata Fields Reguired Upon Specific Request
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TAGS FirstPass\Responsive; If requested — a list of tags assigned to the record. Multiple tags are
FirstPass\ForQC separated by the multi-value separater, for example: “A; B; C”,
and nested tags are denoted using the nested value separator, for
example: “X\Y\Z", Tags for attachments will appear under the
custom field “ATTACHMENT TAGS”,
FOLDERS JoehnDoeDocs\FirstPass If requested — & list of folders of which the record is a part.

Muitiple folders are separated by the multi-value separator, for
example: “A; B; C”, and nested folders are denoted using the
nested value separator, for example; “X\Y\Z". Folders for
attachments will appear under the custom field
“ATTACHEMENT_FOLDERS”,
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February 27, 2017

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

The Committee continues to review the Civil Penalty Fund (“Fund”) and “payments
to the victims of activities for which civil penalties have been imposed under the
Federal consumer financial laws” made from the Fund.! The Consumer Financial
Protection Bureau (“Bureau”) recently reported that the Bureau collected $182.1
million in 2016 and that $170 million remains available for future allocations from
the Fund.? To allow the Committee to carry out its oversight responsibilities under
the House Rules,? please provide by not later than March 13, 2017:

i. All records identifying the victim classes that received or are eligible to
receive disbursements from the Bureawu’s May 27, 2016 Fund allocation;

2. All records discussing the basis and rationale for determining the victim
classes that received or are eligible to receive disbursements from the Fund
pursuant to allocations made on May 27, 2016;

3. All records 1dentifying (a) the amount allocated to each alleged victim, (b) the
amount of uncompensated harm for each alleged victim, and (c) the basis on
which the Bureau calculated such amounts; and

4. All communications between the Bureau and its third-party administrators
that distribute Fund payments allocated on May 27, 2016.

! Dodd-Frank Wall Street Reform and Consumer Protection Act § 1017(d)}(2), 12 U.S5.C. § 5497(d)(2).
The Committee requested records on May 26, 2016, and the Bureau has failed to provide a full and
complete response to that vequest. See Letter from Sean Duffy, Chairman, Subcomm. on Oversight
and Envestigations of the H. Comm. on Fin. Serv., to Richard Cordray, Dir., Consumer Fin. Prot.
Bureau (May 26, 2016}, The information requests contained herein are in addition te, and in no way
supersede or replace, the Committee's May 26, 2016 records requests; all records requested by the
Committee should be fully and promptly produced.

? See CONSUMER FIN. PROT. BUREAU, FiSCAL YEAR 2016 FINANCIAL REPORT 30, 35 (2016),

3 Rule X. Rules of the House of Representatives, 115th Cong.



The Hon. Richard Cordray
February 27, 2017
Page 2 of 2

If vou have any questions regarding this request, please have your staff contact Elie
Greenbaum of the Committee staff at (202) 225-7502.

vnarman
Subcommittee on Oversight and
Investigations

cc: The Hon. Al Green, Ranking Member


















and (b) each client represented by the counsel in connection with the proceeding.
Submission of a notice of appearance constitutes acknowledgement that counsel is
authorized to accept service of process by the Committee on behalf of such
client(s), and that counsel is bound by and agrees to comply with all applicable
House and Commuittee rules and regulations.

Page vi of X









MIME_TYPE MSG The content type of an Email or native file record as

identified/extracted from the header

FILE_EXTEN MSG The file type extension representing the Email or native file record;

will vary depending on the email format

AUTHOR John Smith Email: (empty)

Native: Author of the record
DATE_CREATED 10/10/2010 Email: (empty)
Native: Date the record was created
TIME_CREATED 10:25 AM Email: (empty)
Native: Time the record was created
**This data must be a separate field and cannot be combined with
the DATE_CREATED field
DATE_MOD 10/1272010 Email: (empty)
Native: Date the record was last modified
TIME_MOD 07:00 PM Email: (empty)
Native: Time the record was last modified
**This data must be a separate field and cannot be combined with
the DATE_MOQD field
DATE_ACCESSD 10/1272010 Email: (empty)
Native: Date the record was last accessed
TIME ACCESSD 07:00 PM Email: (empty)
Native: Time the record was last accessed
**This data must be a separate field and cannot bc combined with
the DATE_ACCESSD field

PRINTED_DATE 1/1272010 Email: (empty)

Native: Date the record was last printed

NATIVEFILESIZE 5,852 Size of native file record/email in KB

**Use only whole numbers

PGCOUNT i Number of pages in native file record/email

PATH JAShared\SmithJ\October Email: (empty)

Agenda.doc Native: Path where native file record was stored including original
file name

INTFILEPATH Personal Folders\Deleted Email: original location of email including original file name
Items\Board Meeting Native: {empty}

Minuies.msg

INTMSGID <000805¢2¢71b$75977050% | Email: Unique Message 1D
cb 8306d1 @MSN=> Native: (empty}

MD5SHASH d131dd02c5e6eecd693d9a0 | MDS Hash value of the record
69 Baft95c
2fcab58712467eabd004583
eb 8fh7f89

TEXTPATH \TEXTVAAADOCT.txt Path to the record’s text file thaf contains exiracted text to be used

for processing. Every record has a relative path to its text file in
this field. Note: These paths may also be fully qualified; and thus
do not have to be relative,

NATIVEFILEPATH | WATIVES\MESSAGEI.msg; | Path to the record’s native file. Every record has a relative path to
WATIVES\ATTACHMENT!. | jts native file in this field. Nete: These paths may also be fully
doc qualified; and thus do not have to be relative.

HANDWRITTEN YES Field should be marked “YES” if the record has any handwritten

notes or other fext that is not contained in the text file

REDACTED YES Field should be marked “YES” if the record contains any

redactions, “NO” otherwise

Metadata Fields Required Upon Specific Request

TAGS

FirstPass\Responsive;
FirstPass\ForQC

If requested ~ a list of tags assigned to the record. Muitiple tags are
separated by the multi-value separator, for example: “A; B; C”,
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and nested tags are denoted using the nested value separator, for
example: “X\Y\Z", Tags for attachments will appear under the
custom field “ATTACHMENT_TAGS”.

FOLDERS

JohnDwoeDocs\FirstPass

If requested - a list of folders of which the record is a part.
Maltiple folders are separated by the mulii-value separaior, for
example: “A: B; C”, and nested folders are denoted using the
nesied value separator, for exammple: “XAY\Z”. Folders for
allachmments will appear under the custom field
“ATTACHMENT FOLDERS™.
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March 6, 2017

The Honorable Adam B. Schiff

U.S. House of Representatives

2411 Rayburn House Office Building
Washington, D.C. 20515

Dear Congressman Schiff:
- " " cting the Consumer Financial Protection Bureau regarding your constituent,
yncemning his recent experience as a victim of fraud.

We have referred this information to the Bureau’s Office of Consumer Response. Collecting,
investigating, and responding to consumer complaints are integral parts of the Bureau’s work. The
Burcau hears directly from consumers about the challenges they face in the marketplace, brings
their concerns to the attention of companies, and assists in addressing their complaints. In addition,
Consumer Response may refer a complaint to the appropriate regulator if, among other reasons, it
does not involve a product or market that is within the Bureau’s jurisdiction or that is not currently
being handled by the Bureau.

Thank you for bringin mcerms to our attention and for the opportunity to respond.
Should you have any z __ . i ns, please feel free to contact me at (202) 435-9711.

e

Catherine Galicia
Assistant Director for Legisiative Affairs
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March 8, 2017

The Honorable Richard Cordray
Director

Consumer Financial Protection Bureau
1700 G Street NW

Washington, DC 20552

Dear Mr. Cordray:

Federal recordkeeping and government transparency laws such as the Federal Records
Act and the Freedom of Information Act {FOIA) ensure the official business of the government
is properly preserved and accessible to the American public.1 As the Committee with legislative
jurisdiction over these laws, we have a longstanding interest in ensuring compliance with their
prcovisions.:Z Over the past decade, our oversight has included monitoring trends in federal
employees’ use of technology in order to ensure the statutory requirements of these laws keeps
pace with their original purpose. The Committee has authored several updates to these laws,
such as the Presidential and Federal Records Act Amendments of 2014 and the FOIA
Improvement Act of 201 6. We plan to pursue additional efforts to update these laws.

Federal Records Act challenges have spanned across administrations. A 2013 report by
the Inspector General for the Commodities Futures Trading Commission found that former
Chairman Gary Gensler used his personal email consistently.” Documents produced as part of
the Committee’s investigation into the Department of Energy’s disbursement of funds under the
Recovery Act showed that the former Executive Director of the Loan Program Office Jonathan
Silver often used his personal email account to conduct official business.”

"Pub. L. No. 81-754 (1950); Pub. L. No. 89-487 (1967).

2 See, e.g., letter from Hon, Henry Waxman, Chairman, Comm. on Oversight & Gov't Reform, to Hon. Michael
Astrue, Comm'r, U.8. Soc. Sec. Admin,, et al. (Apr. 12, 2007); letter from Hon. Darrell Issa, Chairman, Comm. on
Oversight & Gov't Reform, te Hon. Jeffrey Zients, Acting Dir. for Mgmt., Office of Mgmt. & Budget, ef a/. (Dec.
13, 2012); MAJORITY STAFF OF H. COMM. ON OVERSIGHT & GOV'T REFORM , 114TH CONG., FOIA 1S BROKEN: A
RCPORT (2016).

¥ Pub. L. No. 113-187 (2014): Pub. L. No. 114-185 (2016).

* QFFICE OF INSPECTOR GEN,, COMMODITY FUTURES TRADING COMM'N, REVIEW QF THE COMMODITY FUTURES
TRADING COMMISSION’S OVERSIGIT AND REGULATION OF MF GLOBAL, INC. (May 16, 2013).

* See Carol D. Leonnig and Joe Stephens, Energy Department loan program staffers were warned not to use
personal e-mail, WasH, POST, Aug. 14, 2012, hitp://articles. washingtonpost.com/2012-08-
14/politics/35490043 1 personal-e-mail-e-mails-email.



The Honorable Richard Cordray
March 8, 2017
Page 2

Where a federal employee conducts any business related to the work of the government
from a non-governmental email account, such as a personal ematil account, the Federal Records
Act requires that the employee copy their official account or forward the record to their
government email account within 20 days.® Official business must be conducted in such a way
as to preserve the official record of actions taken by the federal government and its employees.

Recent news reports suggest federal employees may increasingly be turning to new forms
of electronic communication, including encrypted messaging applications like Signal, Confide,
and WhatsApp, that could result in the creation of federal records that would be unlikely or
impossible to preserve.” The security of such applications is unclear.® Generally, strong
encryption is the best defense against cyber breaches by outside actors, and can preserve the
integrity of decision-making communications. The need for data security, however, does not
justify circumventing requirements established by federal recordkeeping and transparency laws.

To assist the Committee in better understanding your agency’s policies on these issues,
please provide the following information as soon as possible, but by no later than March
22,2017:

1. ldentify any senior agency officials who have used an alias email account to conduct
official business since January I, 2016. Inciude the name of the official, the alias
account, and other email accounts used by the official to conduct official business.

2. ldentify all agency policies referring or relating to the use of non-official electronic
messaging accounts, including email, text message, messaging applications, and
social media platforms to conduct official business, including but not limited to
archiving and recordkeeping procedures.

3. Identify all agency polictes referring or relating to the use of official text message or
other messaging or communications applications, and social media platforms to
conduct official business, including but not limited to archiving and recordkeeping
procedures.

4. Identify agency policies and procedures currently in place to ensure all
communications related to the creation or transmission of federal records on official
electronic messaging accounts other than email, including social networking
platforms, internal agency instant messaging systems and other communications
applications, are properly captured and preserved as federal records.

844 U.S.C. §2911 (2017).

7 Andrew Restuccia, Marianne Levine, and Nahal Toosi, Federal warkers turn to encryption to thwart Trump,
PouiTico, Feb. 2, 2017, http://www.politico.com/story/2017/02/federal-workers-signal-app-234510; Jenathan Swan
and David McCabe, Confide: The app for paranoid Republicans, AX108, Feb. 8, 2017,
htips://www.axios.com/confide-the-new-app-for-paranoid-republicans-2246297664.himl.

¥ Sheera Frenkel, White House Staff Are Using A “Secure” App That's Not Really So Secure, BuzzZFEED NEWS, Feb.
16, 2017, https://www.buzzfeed.com/sheerafrenkel/white-house-staff-are-using-a-secure-app-thats-realiy-not-so.
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5. Explain how your agency complies with FOIA requests that may require searching
and production of documents stored on non-official email accounts, social networking
platforms, or other messaging or communications.

6. Provide the status of compliance by the agency with the Managing Government
Recor;is Directive i1ssued by the Office of Management and Budget on August 24,
2012.

When producing documents to the Committee, please deliver production sets to the
Majority Staff in Room 2157 of the Rayburn House Office Building and the Minority Staff in
Room 2471 of the Rayburn House Office Building. The Committee prefers, if possible, to
receive all documents in electronic format. An attachment to this letter provides additional
information about responding to the Committee’s request. Please note that Committee Rule
16(b) requires counsel representing an individual or entity before the Committee or any of its
subcommittees, whether in connection with a request, subpoena, or testimony, promptly submit
the attached notice of appearance to the Committee.

The Committee on Oversight and Government Reform is the principal oversight
commiftee of the House of Representatives and may at “any time” investigate “any matter” as
set forth in House Rule X.

For any questions about this request, please have your staff contact Jeff Post of the
Majority staff at (202) 225-5074 or Krista Boyd of the Minority staff at (202) 225-9493. Thank

you for your attention to this matter.

Sincerely,

Chairman g STAv LU

Enclosures

® Jeffrey D. Zients, Acting Director, Office of Management and Budget and David S. Ferriero, Archivist of the
United States, National Archives and Records Administration, Managing Government Records Directive (Aug. 24,
2012) (M-12-18).















COMMITTEE ON OVERSIGHT AND GOVERNMENT REFORM
U.S. HOUSE OF REPRESENTATIVES
115™ CONGRESS

NOTICE OF APPEARANCE OF COUNSEL

Connsel submitting:

Bar nnmber: State/District of admission:

Attorney for:

Address:

Telephone: ( ) -

Porsuant to Rule 16 of the Committee Rules, notice is hereby given of the entry of the

undersigned as counsel for in (select one):

@ All matters before the Committee

O The following matters (describe the scope of representation):

All forther notice and copies of papers and other material relevant to this action should be
directed to and served upon:

Attorney’s name:

Attorney’s email address:

Firm name (where applicable):

Complete Mailing Address:

I agree to notify the Committee within 1 business day of any change in representation.

Signature of Attorney Date



March 10, 2017

The Honorable Andy Barr

LS. House of Representatives

1427 Longworth House Office Building
Washington, DC 20515

Dear Congressman Barr:

Thank vou for your letter regarding the Consumer Financial Protection Burcau’s use of media
embargoes when communicating with the public. We appreciate your continued interest in the
Bureau’s work, and our shared recognition of the importance of ensunng the public 1s made aware
of important Bureau matters in a clear and transparent manner.

Embargoed media advisones are a common practice at many government agencies, as they ensure
that complex news or news tied to a public event is dclivered transparently on the day it is
officially released by the agency. The Bureau’s goal is for the public to have an accurate
representation of a Bureau announcement, and as a neutral third party the media is best suited to
provide that information. Reporters routinely prepare stories for the morning of an anticipated
news announcement. When the news is not made available under embargo, those stories often rely
on unsubstantiated information from anonymous sources. or secondhand accounts by outside
parties. Such practices are a less transparent way for the public to leam about Burcau
announcements regarding important consumer protection matters. Providing embargoed
announcements and background material assists in ensuring that reporters have sufticient time to
review and understand the material, and to seek clarifications or additional information from the
Bureau before filing a story.

A Bureau media embargo prohibits reporters from sharing the materials with third parties before
the specified time. However, a reporter can call outside sources about embargoed materials while
the embargo 1s still in place, so long as the specific content is not divulged. Although sharing
embargoed material prior to its official release is not prohibited by law, media representatives
generally adhere to the timing instructions assigned to the embargoed material. and the Bureau
belicves that the integrity hehind this understanding acts as a critieal safeguard. Furthermore, the
Bureau does not share material with the media, etubargoed or otherwise, where such a disclosure
would constitute a violation of the law.



Thank you for sharing your concerns and providing the Bureau with an opportunity to respond.
Should you have any additional questions, please do not hesitate to contact me, or have your staff

contact Patrick O"Brien in the Bureau’s Otfice ot Legislative Affairs. Mr. O'Brien can be reached
at 202-435-7180.

Qincoraly;

Director



BN LT 8 (0 G S S RIS IR AR A
March 10, 2017

The Honorable Randy Hultgren

U.S. House of Representatives

2455 Rayburn House Office Building
Washington, DC 20515

Dear Congressman Hultgren:

Thank you for your letter reparding the Consumer Financial Protection Bureau’s use of media
embargoes when communicating with the public. We appreciate your continued interest in the
Bureau's work, and our shared recognition of the importance of ensuring the public is made aware
of important Bureau matters in a clear and transparent manner.

Embargoed media advisories are a common practice at many government agencies, as they ensure
that complex news or news tied to a public event is delivered transparently on the day it is
officially released by the agency. The Burcau’s goal is for the public to have an accurate
representation of a Bureau announcement, and as a neutral third party the media is best suited to
provide that information. Reporters routinely prepare stories for the moming of an anticipated
news announcement. When the news is not made available under embargo, those stories often rely
on unsubstantiated information from anonymous sources, or secondhand accounts by outside
parties. Such practices are a less transparent way for the public to learn ahout Bureau
announcements regardine important consumer protection matters. Providing embargoed

ements and 1c ¥ t lassists :ns 1y that have sufficient  =to
review and understand the material, and to seek clarifications or additional information from the
Bureau before filing a story.

A Bureau media einbargo prohihits reporters from sharing the materials with third parties before
the specified time. However, a reporter can call outside sources about embargoed matenals while
the embargo is still in place, so long as the specific content is not divulged. Although sharing
embargoed material prior to its official release 1s not probibited by law., media representatives
generally adhere to the timing instructions assigned to the embargoed material, and the Bureau
believes that the integrity behind this understanding acts as a critical safeguard. Furthermore, the
Bureau does not share matenal with the media. embargoed or otherwise, where such a disclosure
would constitute a violation of the law.



Thank you for sharing your concerns and providing the Bureau with an opportunity to respond.
Should you have any additional questions, please do not hesitate to contact me, or have your staff
contact Patrick O"Brien in the Bureau’s Office of Legislative Affairs. Mr. O Brien can be reached
at 202-435-7180.

Director

P



March 10, 2017

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Dirvector Cordray:

The Committee continues to review the August 24, 2016 rule proposed! by
the Bureau of Consumer Financial Protection (“Bureau”) to substantially change
the confidential treatment of information obtained by the Bureau from its regulated
institutions.2 While Section § 1022(c) of the Dodd-Frank Wall Street Reform and
Consumer Protection (Pub. L. 111-203) (“Dodd-Frank”) Act permits the Bureau to
share information collected from regulated institutions with other Federal agencies
that have jurisdiction over institutions examined by the Bureau,3 the Bureau’s
recent proposal may expand its authority in violation of the Dodd-Frank Act.

Specifically, the proposal would allow the Bureau to disclose any confidential
information that is “relevant to the exercise of the Agency’s statutory or regulatory
authority”+ with any “Federal, State, or foreign governmental authority, or an
entity exercising governmental authority.”® Notably absent from the Bureau's
proposed definition is the requirement that the entity receiving the Bureau’s
confidential information exercise jurisdiction over the regulated institution from
which the information is derived.

The Bureau’s proposal also raises important First Amendment concerns
because it may operate as a prior restraint on speech.é The proposed rule would
prevent the disclosure of “civil investigative demands [and] notice and opportunity

! Amendments Relating to Disclosure of Records and Information, 81 Fed. Reg. 58,310 {(proposed
Aug. 24, 2016) (to be codified at 12 C.F R. pt. 1070).

? See Letters from Hon. Jeb Hensarling, Chairman, H. Comm. on Fin. Services, to Hon. Richard
Cordray, Dir., Consumer Fin. Prot. Bureau {Oct. 21, 2016).

i Dodd-Frank Wall Street Reform and Consumer Protection Act § 1022(c)}6}C)(1), 12 U.S.C. §
5512(cH6){CH(1i).

+ Amendments Relating to Disclosure of Records and Information, 81 Fed. Reg. at 58,335.

5 Id. at 58,323, The Bureau proposes that entities exercising government authority even include
“registration and disciplinary organizations like state bar associations.” Id. at 58,311.

8 See Letter from Arthur Spitzer, Legal Div,, Am. Civil Liberties Unien, to Consumer Fin. Prot,
Bureau (Oct. 20, 2016) {submitting for official comment the ACLU's position that the proposed
regulation would be a prior restraint on speech requiring prospective speakers—recipients of civil
investigative demands and notice and opportunity to respond and advise letters who wish to disclose
them more broadly—to seek the Bureau’s permission before the speech takes place),



The Hon. Richard Cordray
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to respond and advise letters,”? contrary to the long established practice of other
agencies such as the Federal Trade Commission and the Securities and Exchange
Commission.® This departure — for which the Bureau offers no justification — would
shield potential enforcement abuses from public scrutiny.

To allow the Commuittee to carry out its oversight responsibilities under the
House Rules,? please provide by not later than March 24, 2017:

1. The names and titles of all Bureau employees who developed the proposed
rule;

2. All records regarding the Bureau’s legal authoerity to share confidential
information with foreign governmental authorities and entities that exercise
governmental authority, such as state bar associations, and the procedures
for sharing such information;

3. All records relating to the Bureau’s interpretation of 12 U.S.C. § 5512(c}6)
and the proposed rule, including, but not limited to, legal memoranda
relating to Section 5512{c){6); and

4. All records relating to the proposal to expand the scope of 12 C.F.R. §
1070.42.10

If you have any questions regarding this request, please have your staff contact Elie
Greenbaum of the Committee staff at (202) 225-7502.

Investigations

cc: The Hon. Al Green, Ranking Member

v Id. at 58,316.

8§See I6 CFR. §29and 17 CF.R. § 203.7.

% Rule X, Rules of the House of Representatives, 115th Cong.

186 On October 21, 2016, the Committee requested the Bureau provide information regarding “the
statutory authority on which the Bureau relies for amending 12 C.F.R. § 1070.42 [and the] legal
safeguards [that] exist to prevent the Bureau from abusing the power it proposes to grant itself in
this proposal.” Letters from Hon. Jeb Hensarling, Chairman, H. Comm. on Fin. Services, to Hon.
Richard Cordray, Dir., Coosumer Fin. Prot. Bureau (Oct. 21, 2016). The Bureau has failed to
provide a full and complete response to that request. The information requests contained herein are
in addition to, and in no way supersede or replace, the Committee’'s October 21, 2016 records
requests; all records requested by the Committee should be fully and promptly produced.


















and (b) each client represented by the counsel in connection with the proceeding.
Submission of a notice of appearance constitutes acknowledgement that counsel is
authorized to accept service of process by the Committee on behalf of such
client(s), and that counsel is bound by and agrees to comply with all applicable
House and Commuittee rules and regulations.
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MIME_TYPE MSG The content type of an Email or native file record as

identified/extracted from the header

FILE_EXTEN MSG The file type extension representing the Email or native file record;

will vary depending on the email format

AUTHOR John Smith Email: (empty)

Native: Author of the record
DATE_CREATED 10/10/2010 Email: (empty)
Native: Date the record was created
TIME_CREATED 10:25 AM Email: (empty)
Native: Time the record was created
**This data must be a separate field and cannot be combined with
the DATE_CREATED field
DATE_MOD 10/12/72010 Email: (empty)
Native: Date the record was last modified
TIME_MOD 07:00 PM Email: (empty)
Native: Time the record was last modified
**This data must be a separate field and cannot be combined with
the DATE_MOQD field
DATE_ACCESSD 10/1272010 Email: (empty)
Native: Date the record was last accessed
TIME ACCESSD 07:00 PM Email: (empty)
Native: Time the record was last accessed
**This data must be a separate field and cannot bc combined with
the DATE_ACCESSD field

PRINTED_DATE 171272010 Email: (empty)

Native: Date the record was last printed

NATIVEFILESIZE 5,852 Size of native file record/email in KB

**Use only whole numbers

PGCOUNT i Number of pages in native file record/email

PATH JAShared\SmithJ\October Email: (empty)

Agenda.doc Native: Path where native file record was stored including original
file name

INTFILEPATH Personal Folders\Deleted Email: original location of email inciuding original file name
Items\Board Meeting Native: {empty}

Minuies.msg

INTMSGID <000805¢2¢71b$75977050% | Email: Unique Message 1D
cb 8306d1 @MSN> Native: (empty}

MD5SHASH d131dd02c5e6eecd693d9a0 | MDS Hash value of the record
69 Baft95c
2fcab58712467eabd004583
eb 8fh7f89

TEXTPATH \TEXTVAAADOCT.txt Path to the record’s text file thaf contains exiracted text to be used

for processing. Every record has a relative path to its text file in
this field. Note: These paths may also be fully qualified; and thus
do not have to be relative,

NATIVEFILEPATH | WATIVES\MESSAGEI.msg; | Path to the record’s native file. Every record has a relative path to
WATIVES\ATTACHMENT!. | jts native file in this field. Nete: These paths may also be fully
doc qualified; and thus do not have to be relative.

HANDWRITTEN YES Field should be marked “YES” if the record has any handwritten

notes or other fext that is not contained in the text file

REDACTED YES Field should be marked “YES” if the record contains any

redactions, “NO” otherwise

Metadata Fields Required Upon Specific Request

TAGS

FirstPass\Responsive;
FirstPass\ForQC

If requested — a list of tags assigned to the record. Muitiple tags are
separated by the multi-value separator, for example: “A; B; C”,
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and nested tags are denoted using the nested value separator, for
example: “X\Y\Z"”, Tags for attachments will appear under the
custom field “ATTACHMENT_TAGS”,

FOLDERS

JohnDwoeDocs\FirstPass

If requested - a list of folders of which the record is a part.
Maltiple folders are separated by the mulii-value separaior, for
example: “A: B; C”, and nested folders are denoted using the
nesied value separator, for example: “XAY\Z”. Folders for
allachments will appear under the custom field
“ATTACHMENT FOLDERS™.

Page x of X




1700 G Stroet NW O Wealinpon, DC 70552

March 13, 2017

The Honorable Jeb Hensarling
Chairman

Committee on Financial Services

Ut ed States House of Representatives
2129 Rayburm House Office Building
Washington, DC 20515

The Honorable Ann Wagner

Chairman

Suhcommittee on Oversight and Investigations
Committee on Financial Services

United States House of Representatives

2129 Rayburn House Office Building
Washington, DC 20515

The Honorable Jason Chaftetz

Chairman

Committee on Oversight and Government Reform
Ui :d States House of Representatives

2157 Raybum House Office Building
Washington, DC 20515

The Honorable Jim Jordan

Chairman

Subcommittee on Health Care, Benefits and
Administrative Rules

Committee on Oversight and Government Reform
United States House of Representatives

2157 Raybum House Office Building
Washington, DC 20515

Dear Chairmen Hensarling, Chaffetz, Wagner, and Jordan:

Thank you for vour ictter of February 27, 2017, regarding the Consumer Financial Protection
Bureau’s compliance with federal records preservation requirements. The Bureau is committed
to maintaining an effective and efficient records management program that govemns the creation,
retention, appraisal, and disposal of records in a systematic and orderly way and in accordance

with federal records preservation requirements.

To ensure compliance with federal records mnanagement obligations, the Bureau has instituted
policies and procedures regarding records management and provided training to all employees on
their recordkeeping obligations. The Bureau has in place several policies specifically addressing
the management and retention of emails. Additionally, in order to address emerging
technological issues such as the management and retention of electronic messages including text
messages, the Bureau’s Records Management Officer is currently working to create and
distribute supplemental Bureau-wide records management guidance to include specific guidance
on managing electronic records. The Bureau is also updating the Records Management Policy to
include additional electronic messaging guidance. In addition, the Bureau has implemented the
“Capstone Approach™ to manage email and instant messaging records by creating over 1,745
archive mailboxes for employees and contractors, and transferring over 1,419 gigabytes of data
into the archive mailboxes. To support the transition to the “Capstone Approach.” the Records
Management Office has conducted over 30 Capstone Management briefings with Bureau staff.



The Records Management Office also routinely conducts electronic messaging briefings with
Senior Officials, Records Liaison Officers, an  taff.

Your letter refers to a press report published by the Daily Caller on January 23, 2017, which
describes certain text messages produced by =~ Bureau pur ant to Freedom of Information Act
requests. As discussed in the Daily Caller article, pursuant to a FOIA request in August 2016,
the Burcau produced text messages that were stored on the Bureau-issued or Bureau-reimbursed
devices of certain Bureau staff since January 1, 2015. After further communications with the
requester, the requester also sought all incoming and outgoing text messages from my private
device to or from CFPB staff since Janvary 1, 2015. Per your request, enclosed please find
coptes of the Freedom of Information Act requests discussed in the Daily Caller article
referenced in your letter, as well as the documents produced in response to those requests.

Your letter also requested certain information regarding any non-governmental email accounts or
phone numbers used by me, including a list of all email accounts and phone numbers used by me
to transact government business, and the number of emails sent or received by me using a non-
governmental email account to or from the governmental email accounts of dozens of Bureau
employees. Bureau staff is conducting a review to determine what if any information is
responsive to these requests. Given the large number of Bureau email accounts implicated by the
list of officials in your letter, a responsible review of each of these accounts for any responsive
records will take some time. Bureau staff wi  work assiduously to con ¢t the necessary
searches and will provide that information once it is available.

Should you have any questions about this response, please contact me or have your staff contact
Anne Tindall of the Bureau’s Legal Division or Patrick O’Brien of the Bureau’s Office of
Legislative Affairs. Ms. Tindall can be reached at (202) 435-9591 and Mr. O’Brien can be
reached at (202) 435-7180.

Sincerely,

Richard Cordray
Director

cc: The Honorable Maxine Waters, Ranking Member
Committee on Financial Services

The Honorable Elijah Cummings, Ranking Member
Committee on Oversight and Government Reform

The Honorable Al Green, Ranking Member
Subcommittee on Oversight and Investigations
Committee on Financial Services



The Honorable Raja Krishnamoorthi, Ranking Member
Subcommittee on Health Care, Benefits and Administrative Rules
Committee on Oversight and Government Reform
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March 13, 2017

The Honorable Ann Wagner

Chairman

Subcommittee on Oversight and Investigations
Committee on Financial Services

U.S. House of Representatives

2129 Raybum House Office Building
Washington, DC 20515

Dear Chairman Wagner:

I write in response to your February 27, 2017 letter, which requests records related to the
allocation made from the Consumer Financial Protection Bureau's Civil Penalty Fund on May
27,2016.

The records included in the enclosed production respond to items 1. 2 and 3 in your letter, and
concem the three allocations made from the Civil Penalty Fund on May 27, 2016 to classes of
victims from the Walter J. Ledda (Morgan Drexen, Inc.); Irvine Web Works, Inc. d/b/a Student
Loan Processing: and Student Aid Institute, Inc. and Steven Lamont cases. Please be advised
that the Bureau is still performing due diligence on the data for the Walter J. Ledda (Morgan
Drexen, Inc.) case and has not vet created its final list of victims for that case. Thus, it does not
yet have the list that will indicate the amount that each victim will receive from the Civil Penalty
Fund or the amount of cach victtim's uncompensated harm, as requested by itein 3 of your
February 27 letter. The Bureau has, however, finalized the victim lists for the Student Loan
Processing and Student Aid Institute matters, and it is including with this production records
indicating the amount that each victim from those cases is receiving from the Civil Penalty Fund,
the amount of those victims™ uncompensated harm, and the basis for those amounts.

Item 4 in your letter will likely vield a large volume of potentially responsive materials. Whilce
some of the documents we are producing today are responsive to that requesl. given the request’s
substantial breadth, staff-level dialogue will be necessary to ensure efficient and expeditious
production. We invite your staff to engage in discussions with Bureau staff to scope and
prioritize the records of most interest to the Committee.



Should you have questions about this matter, please contact me or have your staff contact Steven
Bressler of the Bureau’s Legal Division or Patrick O'Brien of the Bureau’s Oftice of Legislative
Aftairs. Mr. Bressler can be reached at (202) 435-7248, and Mr. O'Brien can be reached at
(202) 435-7180.

Clivmmianla,

Licliaiu v inulgdy

Director

cc: The Honorable Al Green, Ranking Member
Subcommittee on Oversight and Investigations
Committee on Financial Services

Fod



March 13,2017

Stuart Ishimaru

Director, Office of Minority and Women Inclusion
Consumer Financial Protection Bureau

1625 Eye Street N.W.

Washinglon, D.C. 20006

Dear Mr. Ishimaru:

We invite you and other Directors of the Offices of Minority and Women [nclusion (OMWI) to
participate in a public roundtable with the Federal financial services agencies on Tuesday, March
21, 2017, from 4:00 p.m. to 6:00 p.m. in room HVC-200, of the Capitol Visitor Center in
Washington, D.C.

This event will give Members from the Tri-Congressional Caucus, and other interested
stakeholders, a chance to engage in a robust discussion with the OMWI Directors regarding how
they are promoting workforce and supplier diversity in all levels of business and activities within
their respective agencies. We appreciate the OMWI Directors’ work in understanding and
identifying challenges 10 increasing diversity and inclusion at their agencies, as outlined in their
annual reports submitted over the last several years. However, Members and the public are all
eager to learn about the new and innovative solutions that agencies have adopted, and are likely
to be implemented going forward.

We have received feedback from various organizations, including woinen and minority trade
associations, regarding implementation of section 342 of the Dodd-Frank Wall Street Reform
and Consumer Protection Act, as well as section 1116 of the Housing and Economic Recovery
Act. Based on the aforementioned feedback, we anticipate that there will be considerable
inlerest. We expect that the OMWI Directors will be prepared to provide detailed responses
about their agency’s specific efforts to increase the utilization of women, minorities, and women-
and minority-owned businesses at all levels within their agency, including procurement,
msurance, and other types of contracting opportunities.

We hope that the OMW] Directors share our view that it is important to conduct broad and on-
going outreach to both build awareness about their roles within the agencies, in addition to
ensuring that their activities are achieving desired outcomes. For this reason, we plan to conduct
a moderated discussion between 4:00 p.m. and 5:30 p.m. However we would like all OMWI
Directors to remain at the event until 6:00 p.m., enabling Members and external stakeholders to
interact with them on a more informal basis.



Stuart [shimaru
March 13, 2017
Page 2

Please RSVP for this roundtable no later than noon by Wednesday, March 15, 2017, by
comtactino Frika Teffers with the Financial Services Committee Democratic staff,
T Scott Farnin, with Congresswoman Beatty’s staff,

Sincerely,
i IXE WATERS i
Member of Congress n,

cc, Honorable Richard Cordray, Director, Consumer Financial Protection Bureau
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Mr. Richard Cordray

Director

Consumetr Financial Protection Bureau
1275 First St. NL.E.

Washington, D.C. 20002

Dear Director Cordray:

Thank you for the continued work of the Consumer Financial Protection Bureau (CFPB) to protect
consumers from financial abuse and to fight discrimination in our financial markets. This work is
invaluable, but we need the agency to fend off new potentially discriminatory lending models that are
emerging onfine.

FinTech lending companies, also known as alternative small-business lending, are a fast-growing industry
offering a new wave of innovation —and also pose many new risks. Over the past decade, there’s been

a very large increase of Silicon Valley start-ups and technology companies that are functioning like
banks. The CFPB was created to protect consumers and borrowers from banks and non-bank practices
that may have previously operated in the shadows of the system.

While the CFPB’s primary focus is on protecting consumers, the Congress also gave clear authority for
the agency to protect borrowers of small business loans from discriminatory practices. I am deeply
concerned that some FinTech companies may be using algorithms that shut out hardworking individuals
from communities of color from accessing affordable small business credit. The CFPB must use its
authorities under the Equal Credit Opportunity Act to combat these abuses.

According to a Harvard Business School study exploring the promise and challenges of alternative small-
business lending, there were some serious problems identified amongst these companies:

High costs. L.enders commonly charge APRs (annual percentage rates) above 50% and
can easily reach over 300%.

Double dipping, Repeat borrowers incur additional fees each time they renew their
loans.

Hidden prepayment charges. Unlike traditional loans, many alternative lenders
require payment of the full interest even when loans are repaid early.

Misaligned broker incentives. Small-business loan brokers often recommend the
maost expensive loans because they earn the highest fees on those loans.

Stacking. Multiple lenders provide loans to the same borrower, resulting in additional
and hidden fees.



In addition to the facts laid out in this report, it is also evident that, historically in our country, we have
witnessed numerous instances where discriminatory behavior has been directed toward African-
Americans, other racial minorities or even minarity-owned businesses within the auto-lending, home
mortgage, and traditional banking industries. And too often in a "Wild West" economic environment, it
can be the most vulnerable and least protected people or small businesses that can be taken advantage of
by unsavory actors.

FinTech companies geared toward lending to small businesses by using certain biased aigorithms for
creditworthiness have the potential of charging disproportionately higher rates to minority-owned
businesses. It is therefore important to determine if minority-owned small businesses are being charged
higher rates, or if they have been subject to predatory fees by these FinTech firms,

For example, algorithms used by large technology firms have led to disturbing discriminatory outcomes.
Researchers at Harvard found that ads for arrest records were significantly more likely to show up when
users include search terms for distinctively black names or a Historically Black fraterity."”’ According to
a study by Carnegie Mellon University researchers, Google’s online advertising system showed ads for
high-income jobs to men much more often than it showed them to women.””

Given the importance of ensuring our small business lending markets are free of discrimination, I am
calling on your and the CFPB to vigorously investigate whether FinTech companies engaged in small
business lending are complying with all anti-discrimination laws, including the Equal Credit Opportunity
Act. | would also appreciate responses to the following questions:

(1) Section 1071 of Dodd-Frank amended the ECOA to require financial institutions to collect and
maintain loan data for women-owned, minority-owned and small business credit appticants.
When does the CFPB anticipate finalizing regulation and guidance to fully implement this
provision?

(2) Has the CFPB engaged in any supervisory activities over FinTech small business lenders? If so,
did the CFPB identify problems with their compliance with the ECOA?

(3) Will the CFPB solicit complaints from consumers, particularly those from communities of color,
through its consumer complaint portal, who fecl they have been discriminated against by a
FinTech lender offering small business loans? If not, how can consumers formally submit a
complaint?

For the health of our society and our economy, the CFPB must act quickly to combat any abuses by
FinTech companies that may be charging minority borrowers predatory rates on small business credit.
Thank you for your close attention to this issue.

Member of Cong;'ess

1 hitp://dataprivacylab.arg/prajects/ontineads/1071-1.pdf
! hitp://www.andrew,cmu.edu/user/danupam/dtd-pets15.pdf
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March 16, 2017

The Honorable Tom Graves

Chairman

Subcommittee on Financial Services and General Government
Commuittee on Appropriations

U.S. House of Representatives

2000 Rayburn House Office Building

Washington, DC 20515

Dear Chairman Graves:

Thank you for your letter concermning the Consumer Financial Protection Bureau’s rulemaking
activity. The Dodd-Frank Wall Street Reform and Consumer Protection Act created the Consumer
Bureau as the nation’s first federal agency with a mission of focusing solely on consumer financial
protection and making consumer financial markets work for American consumers, responsible
businesses, and the economy as a whole. The purpose of the Consumer Bureau is to implement
and, where zpplicable, enforce Federal consumer financial laws consistently to ensure that all
consumers have access to markets for consumer financial products and services, and that such
markets are fair, transparent, and competitive.

Your letter asks whether the Consumer Bureau will comply with a memorandum from White
House Chief of Staff Reince Pricbus to the heads of Executive Departments and Agencies.
Subsequent to that memorandum, President Irump issued executive orders regarding regulations,
to which, many have noted, independent agencies are not subject. One of the executive orders
directs the Secretary of the Department of the Treasury to consuit with the heads of the member
agencies of the Financial Stability Oversight Council on the extent to which existing laws and
regulations promote certain core principles. In my role as a member of the FSOC, I will work with
the Treasury Secretary as he engages in this consultation.

Additionally, the Consumer Bureau 1s committed to well-tailored and effective regulations in
accordance with the provisions of the Dodd-Frank Act. To date. the Consumer Bureau has sought
to carefully calibrate its efforts to ensure consistency with respect to consumer financial protections
across the financial services marketplace, while accounting for the different business models and
classes of financial institutions. In furtherance of this commitment, the Consumer Bureau has
taken the following actions for different models and classes of institutions:

e Expanded safe harbor for small creditors. A small creditor has a broader safe harbor for
its Qualified Mortgage (QM) loans than a non-small creditor. The Consumer Bureau’s
rules provide a sate harbor for QMs with annual percentage rate (APR) spreads over
Average Prime Offer Rate (APOR) up to 350 basis points, whereas non-small creditors



have a safe harbor for spreads up to 150 basis points. The Consumer Bureau’s rules also
allow a small creditor to make QMs with debt-to-income ratios that exceed the otherwise
applicable 43 percent cap. (Small creditors must hold these loans in portfolio for three
years.)

Exempted small creditors in rural and underserved areas. Small creditors that operate
predominantly in rural or underserved areas are exempt from requirements to establish
escrow accounts for higher priced mortgage loans and from restrictions on offering QMs
and Home Ownership and Equity Protection Act (HOEPA) loans (“high cost™ mortgages as
defined in the HOEP A} that have balloon payment features. QMs and HOEPA loans
generally cannot have balloon payments.

Implemented a two-year pause for small creditors. The Consumer Bureau established a
two-year transition period (until January 10, 2016) allowing small creditors to make
balloon-payment QMs and balloon-payment HOEPA loans regardless of whether they
operate predominantly in rural or underserved areas, while the Consumer Bureau revisited
and reconsidered the definition of “rural™ for this purpose.

Expanded exemptions for rural and underserved areas. In connection with other
changes to amend the definitions of “small creditor” and “rural area,” the Consumer Bureau
published a final ruie in October 2015 that extended this two-year transition period from
January 2016 until April 2016. The Bureau's final rule also provided a significant
expansion of “rural,” as well as an expansion of which entities can qualify as “small
creditors.” The Consumer Bureau's final rule took effect on January 1, 2016, before the
two-year transition period expired. In March 2016, the Consumer Bureau issued an interim
final rule that implements the Helping Expand Lending Practices in Rural Communities
Act, and makes these provisions available to small creditors that extend at least one covered
transaction secured by property located in a rural or underserved area in the previous
calendar year. About 6,000 additional small creditors will be eligible as a result of this
change.

Relaxed requirements for appraisals. Small creditors have relaxcd rules regarding
conflict of interest in ordering appraisals and other valuations.

Exempted small servicers from providing periodic statements. Small servicers are
exempt from the Truth in Lending Act requirement to provide periodic statements.

Exempted small servicers from loss mitigation requirements. Small servicers are
exempt from ail of the Real Estate Settlement Procedures Act provisions on policies and
procedures; early intervention; continuity of contact; and loss mitigation, except that a
small servicer may not file for foreclosure unless the borrower is more than 120 days
delinquent on the mortgage. Small servicers may also not file for foreclosure (or move for
a foreclosure judgment or order of sale, or conduct a foreclosure sale) if a borrower is
performing under the terms of a loss mitigation agreement.



¢ Excluded certain seller-financed transactions and mortgage loans voluntarily serviced
for a non-affiliate from being counted toward the small servicer loan limit, allowing
servicers that would otherwisc qualify for small servicer status to retain their exemption
while servicing those transactions.

s Exempted lower-volume depository institutions from Home Mortgage Disclosure Act
reporting. In October of 2015, the Consumer Bureau adopted a final rule revising
Regulation C, which implements HMDA. HMDA and Regulation C, among other things,
re ure covered mortgage lenders to report data concerning their mortgage lending activity.
Changes to coverage in the final rule will reduce =z number of banks, savings associations,
and credit unions that are required to report HMDA data. The revisions will relieve about
22 percent of currently reporting depository institutions fror e burden of reporting
HMDA data.

e Provided regulatory certainty for small entities under the Electronic Fund Transfer
Act. In the Consumer Bureau’s rules implementing the Dodd-Frank Act’s amendments to
the Electronic Fund Transfer Act, the Consumer Bureau determined that the remittance
requirements do not apply to transfers sent by entities that provide 100 or fewer remittances
cach year,

The Consumer Bureau is committed to ensuring our rules and regulations are tailored and
balanced. As we fulfill our mandate to protect consumers, we are mindful of the impact of
compliance on financial institutions and responsive to their concerns. Balanced regulations are
essential for protecting consumers from harmful practices and ensuring that consumer financial
markets function in a fair, transparent, and competitive manner.

Should you have any additional questions about the Consumer Bureau’s rulemaking, please do not
hesitate to contact me, or have your staff contact Catherine Galicia in the Consumer Bureau's
Office of Legislative Affairs. Mrs. Galicia can be reached at 202-435-9711. [ look forward to
working with you on consumer financial protection issues of interest to you and your constituents.

Sincerely,

s e wasnrs e s nmsan

Director



March 20, 2017

The Honorable Sherrod Brown

Ranking Member

Committee on Banking, Housing, and Urban Affairs
United States Senate

534 Dirksen Senate Office Building
Washington, DC 20510

Dear Ranking Member Brown:

Enclosed pleasc find the Consumer Financial Protection Bureau's sixth annual report to Congress
pursuant to Section 1692m of the Fair Debt Collection Practices Act.

Should you have any questions about the enclosed report, please contact me at (202) 435-9711.

athenne Galicia
Assistant Director for Legislative Affairs
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Introduction

The Consumer Financial Protection Bureau is pleased to submit to Congress its sixth annual report
summarizing activities to administer the Fair Debt Collection Practices Act (“FDCPA"), 15 U.S.C. §
1692 ef seq. The Bureau and the Federal Trade Commission ("FTC" or “the Commission”) share
government enforcement responsibility for the FDCPA. The Commission’s activities during the
past year are included in this report and a letter from the FTC describing them appears in the
Appendix. The CFPB and the FTC work closely to coordinate debt collection enforcement actions
and other matters related to debt collection.?

This report provides a background on the debt collection market; contains an overview of
consumer complaints submitted to the CFPB and the FTC in 2016; summarizes the Bureau’s
supervisory activities in the debt collection market; describes the Bureau’s and the Commission’s
enforcement actions; describes am/cus curiae briefs filed in cases related to the FDCPA,; presents
the CFPB's and FTC’s consumer education and outreach initiatives; and discusses developments in
the Bureau’s rulemaking activities and the FTC's policy and research initiatives.

3 SeeMemorandum of Understanding between the Consumer Financial Protection Bureau and the Federal Trade
85 part of this
LUUI U AL, LT D gl oL SLait TTEWIAH Y THETL LY WIBLU3S QUEUINE diiu UpLuiinng 1aw ciiunceinelt, rulemaking, and
other activities, share debt coliection complaints, cooperate on consumer education efforts in the debt coilection arena,
and consult on debt collection rulemaking and guidance initiatives.


















Consumer complaints

Collecting, investigating, and responding to consumer complaints are integral parts of the
CFPB’s work.'® The CFPB’s Office of Consumer Response (“Consumer Response”) hears
directly from consumers about the challenges they face in the marketplace, brings their

concerns to the attention of companies, and assists in addressing these complaints.

The CFPB, which began taking consumer complaints about debt colfection in July 2013,
accepts complaints through its website and by telephone, mail, email, fax, and referral.
Consumers submit complaints on the Bureau’s website using complaint forms tailored to
specific products and can also log on to a secure consumer portal to check the status of a
complaint and review a company’s response. When completing the complaint form,
consumers provide a narrative of the events giving rise to their complaint and can elect to
publish a scrubbed narrative on the Bureau’s website. While on the website, consumers can
chat with a live agent to get help completing a complaint form. Consumers can also call the
Bureau’s toll-free number to ask questions, submit a complaint, check the status of a
complaint, and more.’ The Bureau answers questions and refers consumers to other
regulators or additional resources as appropriate and forwards complaints to companies for

review and response.

The CFPB's complaint handling process focuses on collecting, investigating, and responding to

complaints.2® The Bureau also uses complaints for law enforcement purposes and shares

18 See Dodd-Frank Wall Street Reform and Consumer Protection Act, Pub. L. No. 111-203, § 1021(c)(2) (2010). {("Dodd-
Frank Act”).

19 The CFPB's U.S.-based contact centers provide services to consumers in more than 180 languages and to consumers
who are deaf, have hearing loss, or have speech disabilities via a toll-free telephone number.

20 See Dodd-Frank Act, Pub, L. No. 111-203, 8 1021(c){(2), 124 Stat. 1376, 1979 (2010).
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complaint data with the FTC. The FTC uses the Bureau’s information, as well as complaints
submitted directly to it by consumers and from other federal and state agencies, to compile
consumer complaints in its Consumer Sentinel system and makes them available to federal and
state law enforcement. The FTC uses consumer complaints generally to monitor the debt collection
industry, select targets for investigation, and conduct preliminary analysis that, with further

factual development, might reveal or help prove a law violation.

As in previous years, debt collection is the most complained about consumer financial product or
service in the Bureau’s complaint system. As shown in Table 1, in 2016, again the most common
issue selected by consumers submitting a complaint related to debt collection is continued
attempts to collect a debt that the consumer states is not owed (41%). These consumers often
report that debt collectors are contacting them about debts that either have a different balance or
have been fully paid. In response to these complaints, third-party debt collectors often close and
return the account to their clients, while first-party collectors report that they inform the
consumer about the current status of their account and make attempts to reach a resolution.

Consumers continue to submit complaints about a lack of debt verification by collectors in
response to consumer disputes; in fact, this issue saw the largest percentage increase from 2015
(see Table 2). These consumers report that they were not given enough information to verify a
debt. In complaints submitted against third-party collectors especially, some consumers report
that they do not have enough information to verify medical debt—aoften stating that they believed
their health insurance covered the expenses.

Consumers still commonly report issues with communication tactics used by collectors, though the
number of complaints about communication tactics decreased from 2015 (see Table 2), Consumers
complain about frequent or repeated calls from collectors. These consumers report that they
receive multiple calls weekly or even daily, In complaints submitted against first-party collectors,
some consumers report that they receive repeated calls early in their delinquency or during grace
periods.

Number and types of complaints
handled

From January 1, 2016 through December 31, 2016, the CFPB handled approximately 88,000 debt
collection complaints—2,900 more complaints than the prior year. These complaints include
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Not T day later the calfs started again.

I received a call this morning by a very pushy caller and was told that if I was taken off the
call list without making payment arrangements my bilf would go into collections. I asked
why my file hadn't been updated fo show that I was cooperating and s(he) said their system
Just doesn't show everything.

When I complained about their repetitive calls the cafler said that fegally the system could
call my phone up to 6 times per day. This is harassment and also threatening by saying my
bilf would go into colfections.

By thefr admission, even though I was cooperating, they were going to callf me up to 6 times
per aay untif my bill was pard.

These are unaccepiable business practices.

Please look into the company.”

Consumers report that collectors contact them using alternative methods, in addition to telephone
calls. These methods include text messaging, emails, and social media. Other communication
tactics complaints relate to reports of companies threatening to take legal action (30%), using
obscene, profane, or abusive language (7%), calling after being sent written cease communication
notices (6%}, or calling outside of the FDCPA's assumed convenient calling hours from 8 a.m. to 9
p.m. at the consumer’s [ocation (3%).

The majority of complaints about false statements or representations {see line 4 of Table 2} are
about attempts to collect the wrong amount from the consumer (66%). In addition, consumers
report that companies impersonated an attorney or a law enforcement or government official
(18%), indicated the consumer committed a crime by not paying debt {(13%), or indicated that the
consumer should not respond to a lawsuit {2%).

Consumers also report companies taking or threatening to take an illegal action (see line 5 of Table
1). Most of these complaints are about threats to arrest or jail consumers if they do not pay (39%).
Other complaints relate to lawsuits including threats to sue on a debt that is too old (29%),
seizures or attempts to seize property (11%), being sued without proper notification of the lawsuit
{10%), collection or attempts to collect exempt funds such as child support or unemployment
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Bureau supervision of debt
collection activities

Under the Dodd-Frank Act, the CFPB has the authority to supervise certain bank and nonbank
entities that offer or provide consumer financial products or services.2¢ In addition, for other
nonbank markets for consumer financial products or services, the Bureau has the authority to
supervise “larger participants” as the Bureau defines by rule. Under the Bureau’s larger participant
rule for the debt collection market, the Bureau has supervisory authority over any firm with more

than $10 million in annual receipts from consumer debt collection activities.

in 2016, the Bureau’s supervision of debt collectors uncovered a number of violations of the
FDCPA.Z

26 specifically, the Bureau has autherity te supervise certain banks and nonbank entities in the residential mortgage,
payday lending, and private education lending markets. The Bureau also has the authority to supervise nonbank entities
that offer or provide consumer financial products or services where it has “reasonable cause to determine, by order, after
notice to the person and a reasonable opportunity for such person to respond...that such person is engaging, or has
engaged, in conduct that poses risks to consumers with regard to the offering or provision of consumer financial
products or service.” 12 U.S.C. § 5514{a){1)(C).

27 In deference to the importance of confidentiality and consistent with the policies of the prudential regulators, the
Bureau treats infermation obtained from companies through the supervisory process as confidential and privileged. See
12 C.F.R. pt. 1070; CFPB Bulletin 12-01: 7he Bureau’s Sunervisinn Autharifv and Treatmens of Confidential
Supervisory Information (January 2012), avaidable &

see afso 12 U.S.C 58 1821(t), 1828(x).
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Miscoding of accounts unsuitable for
sale by debt sellers

The FDCPA prohibits unfair acts or practices in connection with the collection of a debt. 28 During
one or more examinations, examiners determined that debt sellers, as a result of widespread
coding errors, sold thousands of debts that did not properly reflect that: (1) the accounts were in
bankruptcy, (2) the debt sellers had concluded the debts were products of fraud, or (3) the
accounts had been settled in full. The relevant accounts sold were in, or likely to be subject to,
collections. Supervision concluded that this practice was unfair.

In some cases, coding failed to reflect a pending bankruptcy proceeding when the debt seller had
received notice that the consumer had filed for bankruptcy. In other instances, one or more debt
selters either failed to code accounts to indicate that a fraud claim was pending or failed to code
accounts to indicate that fraud had occurred. In other cases, one or more debt sellers failed to
include codes indicating that the debt seller{s) had settled the relevant accounts in full. These
errors caused or were likely to cause substantial injury in the form of subjecting consumers to debt
collection efforts either: (1) prohibited by the automatic stay provisions of the Bankruptcy Code2?
or (2) on debts for which the consumer was not responsible because the relevant accounts were
impacted by fraud or were settled in full. Supervision directed one or more debt sellers to redress
consumers impacted by each category of the three coding errors and to enhance service provider
oversight to include critical vendors performing collections and processes relating to debt sale

arrangements, such as suppliers providing coding services.

Unlawful fees

The FDCPA limits situations where a debt collector may impose convenience fees. Under Section
808(1) of the FDCPA,30 a debt collector may not collect any amount unless such amount is
expressly authorized by the agreement creating the debt or permitted by law. In one or more
exams, examiners observed that one or more debt collectors charged consumers a “convenience
fee” to process payments by phone and online. Examiners determined that this convenience fee

2812 USC 5531(c); 5536(a){1)(B).
29 11 USC 362.
3015 USC 1692f(1).
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violated Section 808(1) where the consumer’s contract does not expressty permit convenience fees
and the applicable state’s law was silent on whether such fees are permissible. Additionally, under
Section 807(2)(B) of the FDCPA,3' a debt collector may not make false representations of
compensation which may be lawfully received by the debt collector. Examiners determined that
collectors who demanded these unlawful fees, stated that the fees were “nonnegotiable,” or
withheld information from consumers about other avenues to make payments that would not
incur the fee after the consumer requested such information violated Section 807(2)(B) of the
FDCPA,

Supervision also found that one or more debt collectors viclated Section 808(1) of the FDCPA by
charging collection fees in states where collection fees were prohibited or in states that capped
collection fees at a threshold lower than the fees that were charged. Examiners also observed a
compliance management system weakness at one or more collectors that had not maintained any
records showing the relationship between the amount of the collection fee and the cost of
collection.

The relevant entities have undertaken remedial and corrective actions regarding these violations;
these matters remain under review by the Bureau.

False representations

Section B07(10) of the FDCPA prohibits debt collectors from using any false representation or
deceptive means to collect a debt or obtain information concerning a consumer. 32 Examiners
determined that one or more collectors falsely represented to consumers that a down payment was
necessary in order to establish a repayment arrangement, when the collectors’ policies and
procedures included no such requirement.

In other cases, one or more collectors falsely represented that the only option for repayment was
using a checking account, when the debt collectors’ policies and procedures did not limit
repayment to checking accounts.

3115 USC 1692e(2)(B).
3215 USC 1692e(10).
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At one or more debt collectors, examiners identified collection calls where employees purported to
assess consumers’ creditworthiness, credit scores, or credit reports, which were misleading
because collectors could not assess overall borrower creditworthiness. Collectors alse misled
consumers by representing that an immediate payment would need to be made in order to prevent

a negative impact on consumers’ credit,

In one or more instances, examiners observed that collectors had impersonated consumers while
using the relevant creditors’ consumer-facing automated telephone system to obtain information
about the consumer’s debt. Examiners concluded that this constituted a false representation or
deceptive means to collect or attempt to collect any debt or to obtain information concerning a
consumer.

On one or more collection calls, examiners heard collectors tell consumers that the ability to settle
the collection account was revoked or would expire. Examiners determined that these statements
were false or were a deceptive means to collect a debt because the consumers still had the ability to
settle. The relevant entities have undertaken remedial and corrective actions regarding these
violations; these matters remain under review by the Bureau.

Communication with third parties

Section 805 of the FDCPAS33 prohibits debt collectors from communicating in connection with the
collection of a debt with persons other than the consumer, unless the purpose is to acquire
information about the consumer’s location., Under Section 804 of the FDCPA, 34 when
communicating with third parties to acquire information about the consumer’s location, a
collector is prehibited from disclosing the name of the debt collection company unless the third
party expressly requests it.

At one or more debt collectors, examiners identified several instances where collectors disclosed
the debt owed by the consumer to a third party. These third-party communications were often
caused by inadequate identity verification during telephone calls. Additionally, examiners

3315 USC1692¢(b).

315 USC 1692b(1).
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Debt collection amicus briefs

In the past year, the Bureau has filed briefs as am/cus curiae (friend of the court) in four cases
arising under the FDCPA. Two of these briefs were filed in the federal courts of appeals, and two of
these briefs were filed in the U.S. Supreme Court through the Office of the Solicitor General. In
addition, three cases in which the Bureau filed am/cus briefs in prior years were decided in 2016.

Collection of Protected Social Security Funds: Arias amicus brief

On October 26, 2016, the Bureau filed an am/cusbrief in the Second Circuit case of Arias v.
Gutman, Mintz, Baker & Sonnenfe/dt, PCto address when a debt collector violates the FDCPA in
the course of garnishing money from an account containing the consumer’s Social Security or
other protected funds.?> The consumer in this case alleged, among other things, that a debt
collection law firm violated the FDCPA by telling a consumer that he could protect his Social
Security benefits from forcible collection only by showing that he had not commingled his benefits
with non-exempt funds. The district court dismissed the consumer’s suit for failure to state a claim
of either deceptive or unfair conduct in violation of the FDCPA.

The Bureau's brief argued that the consumer had stated valid deception and unfairness claims.

The brief argued that the debt collection law firm’s alleged conduct was deceptive because it
misrepresented what the consumer had to do to avoid garnishment of his Social Security benefits.
The Bureau's brief explained that the law firm’s alleged misrepresentation would violate the
FDCPA because the misstatement had the capacity to discourage the consumer from fully availing
himself of his legal rights. In particular, the Bureau contended that the law firm’s
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making a “false representation of . . . the character, amount, or legal status of any debt.”4* The
Act also provides that “[a] debt collector may not use unfair or unconscionable means to
collect or attempt to collect any debt.”4¢ Prior judicial precedent holds that a debt collector
violates these prohibitions when it files a state-court collection action against a consumer on a
debt for which the statute of limitations has expired.

In this case, the debt collector argued, however, that the FDCPA does not prohibit from filing a
proof of claim in a consumer’s bankruptcy proceeding on debt that is known to be time-
barred. The debt collector also argued that, if the FDCPA did contain that prohibition, its
enforcement would be precluded by the provisions of the Bankruptcy Code.

The government’s arm/cus brief argued that the FDCPA did not permit a debt collector to
knowingly file a proof of claim on time-barred debt in a consumer’s bankruptcy proceeding. The
brief explained that the Bankruptcy Code does not authorize the filing of a proof of claim known to
be unenforceable but, instead, contemplates that such a claim will be disallowed and provides for
sanctions and other remedies for abuse of the bankruptcy process. In this context, the brief argues
that debt collectors that file a proof of claim are making a representation that the filer has a good-
faith basis for believing that the claim is enforceable in bankruptcy. Where that representation is
false or misleading, the brief argues that the debt collector has violated the FDCPA’s prohibitions
on misrepresentations and unfair debt collection practices, and that this violation can result in real
harm for consumers who are undergoing the bankruptcy process.

The court has not yet issued a decision in this case.

Definition of “debt”: Franklin case

On December 11, 2015, at the invitation of the court the Bureau and the Federal Trade Commission
jointly filed an amicus brief in Franklin v. Parking Revenue Recovery Services, taking the
position that an allegedly unpaid parking fee of $1.50 and a $45 nonpayment penalty constituted

4515 U.S.C. §1692e, 1692e(2)(A).

415 U.5.C. §1692f,

30






therefore such money does not constitute “debt” as defined under the FDCPA. The court
acknowledged that its holding creates a conflict with contrary hotdings of both the Fourth and Sixth

Circuits.

In a dissenting opinion, Judge Korman noted that a trustee institutes a foreclosure proceeding to
collect money by forcing a sale of the consumer’s secured property and, therefore, qualifies as a
debt collector under the FDCPA. He also reasoned that the FDCPA does not interfere with
California law in ways requiring nullification of the Act’s provisions, and that the FDCPA's
preemption provisions allow for operation of California law without the need to exclude an entire
category of debt collectors from the Act.

A petition seeking rehearing by the panel or rehearing en banc is currently pending before the
court.

“Initial Communication”: Hernandez case

In August 2014, the FTC joined the CFPB in filing an am/cus brief in the Ninth Circuitin
Hernandez v. Williams, Zinman & Parham, P.C., urging it to reject an interpretation of the phrase
“initial communication” that was both overly narrow and contravened the text of, and legislative
intent behind, the FDCPA.52 In July 2016, the U.S. Court of Appeals for the Ninth Circuit issued a
decision in a case agreeing with that position.> The FDCPA provision requires that "a debt
collector” send a debt-validation notice either “[w]ithin five days after the initial communication
with a consumer in connection with the collection of any debt” or in “the initial communication”
itself.>4 This notice triggers a thirty-day period in which consumers may dispute the debt and
request information about the original creditor.”> The joint am/icusbrief argued that this
provision applies to each debt collector that contacts a consumer about a debt, not just the initial
debt collector to collect a given debt (as the defendant argued and the district court held). Agreeing

b2 BrlefofAn-nf-- Fuoavina LA an Aas e VA amme Timmmam 0 Davkhams D7 Rlea 1A AEETY ek ©le Acca 7300 701 AN
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53 Hernandez v, Witliams, Zinman & Parham PC 829 F.3d 1068 {9th Cir. 2016).
15 U.S.C. §1692g(a).

5 J0. §81692g(b).

32






- Enforcement

Enforcement

The Bureau announced ten new law enforcement actions in 2016 related to unlawful collection
conduct in violation of the FDCPA, the Censumer Financial Protection Act of 2010 ("CFPA™), or
both. Some of these actions are still pending. The Bureau also continues to be in active litigation
on one debt collection matter filed in 2013 and two filed in 2015. In addition to the Bureau’s public
enforcement actions involving debt collection practices, the Bureau is conducting a number of
non-public investigations of companies to determine whether they engaged in collection practices
that violate the FDCPA or the CFPA.

In 2016, public actions involving debt collection have resulted in over $39 million in consumer
relief and over $20 million paid into the civil penalty fund, which is used to provide relief to
eligible consumers who would not otherwise get full compensation or, to the extent that is not
practicable, to provide consumer education and financial literacy programs designed to help

consumers,

CFPB law enforcement actions

In the Matter of Citibank, N.A.

{File No. 2016-CFPB-0003) (consent order entered February 23, 2016)

The Bureau took two separate actions against Citibank for illegal debt sales and debt collection
practices, and two actions against Citibank’s law firms for unlawful debt collection litigation
practices.

In the first action (File No. 2016-CFPB-0003), the Bureau found that Citibank provided inaccurate
and inflated APR information for almost 130,000 credit card accounts it sold to debt buyers. The
buyers then used the exaggerated APR in debt collection attempts. Citibank also failed to promptly
forward to debt buyers approximately 14,000 custemer payments totaling almost $1 million.
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Phantom Debt Collection

The Commission has continued its efforts to fight “phantom debt collection” this year. Phantom
debt collectors engage in unfair, deceptive, or abusive conduct by attempting to collect on debts
that either do not exist or are not owed to the phantom debt collector. The Commission initiated or
resolved three actions involving phantom debt collection in 2016: 5@ Capital LLC, Stark Law
LLC, and Kelly 8. Brace. SQ Capitaland Stark Laware the first two cases brought by the FTC
against operations for allegedly selling fake debt portfolios. This past year, the Commission also
returned money to thousands of consumers who were targeted by the phantom debt schemes in
Centro Natural Corp. and Broadway Global Master Inc.

In December, the Commission charged S@Q Cap/ta/with selling portfolios of fake payday loan debts
that debt collectors used to get people to pay on debts they did not owe.*¢ According to the
complaint, the defendants’ fake portfolios listed social security numbers and bank account
numbers of real consumers, but falsely claimed that the purported borrowers had failed to repay
debts they never owed, to lenders who did not make these loans.6? The complaint also alleges that
the defendants did not have the authority to sell debts of the [enders they named. At the FTC’s
request, a federal court entered a preliminary injunction halting this operation pending litigation.

In March, the FTC partnered with the Illinois Attorney General to shut down a Chicago-area
operation that allegedly threatened and intimidated consumers to collect phantom payday loan

debts they did not owe, or did not owe to the defendants.®® The Stark Lawdefendants allegedly

BF T Famd Farminn Tivmfine S48 ;s AOTOAE M W aem Poas A8 A0S S mmm e laicdls e afam Penee Palane. T !‘l—.quges

8 To add credibility to some of the fake loans in their portfolios, the defendants used the name of a purported lender
associated with another Commission law enforcement action, F7C v. AMG Services, 2:12-cv-00536 (D. Nev. Sept. 30,
2016) {Order). In September 2016, a federal court ordered the defendants in the 447G payday lending scheme to pay a
record $1.3 billicn for deceiving and illegally charging consumers undisciosed and inflated fees. /4., see a/s0 Press
Release, U.S. Court Finds in FTC's Favor and Imposes Record $1.3 Bitlion ludgment Against Defendants Behind AMG

68 FTC v. Stark Law, LLC No. 1:16-cv-3463 (N.D. Ili. Mar. 21, 2016} (Complaint); see a/so Press Release, FTC and
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the FTC. In November 2016, the agency mailed 3,446 checks totaling more than $830,000 to
consumers in the Centro Natural Corp. matter.” The Commission had secured stipulated orders
banning defendants from debt collection or telemarketing, after alleging that they targeted
thousands of Spanish-speaking consumers with unlawful tactics to collect on fake debts and to
coerce consumers into purchasing goods that they did not want.”? In April, the Commission
matled 1,701 checks totaling more than $596,000 to consumers who lost money to the fraudulent
scheme in Broadway Global Master Inc.’> The agency had previously secured a stipulated order
banning this operation from the debt collection business because of allegations that it harassed
consumers into paying phantom debts.?

The FTC’s Messaging for Money Sweep: Debt
Collection Via Unlawful Text Messages and Emails

The Commission has also continued its efforts to pursue schemes that use deceptive, threatening
or otherwise unlawful text messages or emails to target consumers. In 2015, the Commission
launched a law enforcement sweep, called “Messaging for Money,” to stop three operations
engaged in such practices. This past year, the FTC won summary judgment in one of those cases

( 7he Primary Group Inc.), and successfully resolved the charges against nine of the defendants in
the other two matters (Premier Debt Acquisitions LLCand Unified Global Group, LL().

T PMumen Plalance FT/ ok iven= RAmin s hm Wi mdblonne mf Pratad M llactlme Calemie i Fhlac. 14 TAAEY avsmifadada -t

2 FTC v Centro Natural Corp., No. 14-cv-23B879 CMA (5.D. Fla. June 30, 2015) (Stipulated Order); see also Press

73 Press Release, FTC Returns Monev to Consumers Harmed by Scam That Collected Millions in Phantom Pavdav Loan

M FTC v. Broadway Global Master Inc., No. 2:12-cv-0855 JAM GGH (E.D. Cal. Sept. 10, 2015} (Stipulated Crder); see

Y

43



In_June 2016, the court in 7he Primary Group matter granted the FTC’s summary judgment
request on all counts against an unlawful debt collection operation.”s The court found that, as
alleged by the Commission, these defendants deceived consumers using text messages, emails, and
phone calls that falsely threatened consumers with arrest or lawsuits if they did not make debt
collection payments. The court also found that they unlawfully contacted consumers’ friends,
family members, and employers; withheld information consumers needed to confirm or dispute
debts; and did not identify themselves as debt collectors, as required by law.”® The court
permanently banned two defendants from debt collection activities and imposed a judgment of
$980,000.

The Commission successfully resolved Premier Debt Acquisitionsin_January 2016 by securing a
stipulated order banning the defendants from debt collection activities and imposing a judgment
of $2,229,756, which was partially suspended.”” The complaint alleged that defendants
impersonated law enforcement and government officials, falsely threatened consumers with a
lawsuit or arrest, and falsely threatened to charge some consumers with criminal fraud, garnish
their wages, or seize their property.” In text messages, the defendants allegedly claimed they
would sue consumers and threatened to seize consumers” possessions unless they paid. In
voicemails, the defendants also allegedly falsely claimed that a “uniformed officer” was on the way
to consumers’ homes. In addition to banning the defendants from the debt coltection industry, the
order prohibits them from making misrepresentations about other financial products or services.

S FTCv. The Primary Group, No., 1:15-cv-1645 (N.D. Ga. May 19, 2016) {Order Granting Summary_Judgment); see a/so

T FTC V. The Primary Group, No. 1:15-¢cv-1645 (N.D. Ga. May 11, 2015) (Complaint); see afso Press Release, FTC Halts

Thras Neht Cnllartinn Oneratinns That Allagadly Threatened and Nereived Canclimars via Mlagal Teyt Maccaocag fMay

TFTC v. Premier Debt Acquisitions LELC No. 1:15-cv-00421-FPG (W.D.N.Y. Jan. 7, 2016) {Order); see a/so Press
Release, FTC and State Law Enforcement Partners Announce More Actions and Results in Continuing Crackdown

8 £TC v, Premier Debt Acquisitions LLC, No. 1:15-cv-00421-FPG (W.D.N.Y. May 11, 2015} (Complaint}; see a/so Press
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In FTC v. Unified Global Group, the FTC secured an approximately $27 million judgment and
significant injunctive relief in a settlement with four defendants involved in an abusive debt
collection operation. The FTC's complaint against {nified Global Group™ alleged that the
defendants sent texts to trick consumers into calling them back. The texts included false
statements such as, “YOUR PAYMENT DECLINED WITH CARD ****_#&&*_%%*%*_5463 , , , CALL
866.256.2117 IMMEDIATELY,” even though consumers had never arranged to make payments to
the defendants. The defendants also allegedly used deceptive emails and calls that threatened
arrest and civil lawsuits, and unlawfully contacted consumers’ friends, families, and co-workers
about the supposed debts. In August 2016, the court entered a stipulated order banning the
settling defendants from all debt collection activities and imposing a judgment of approximately
$27 million, which was partially suspended because of their inability to pay.8¢ Litigation continues
against the sole remaining defendant.

Other Actions to Halt FDCPA and FTC Act Violations

in addition to the cases described above, the FTC successfully resolved five other actions in 2016 to
protect consumers from unlawful collection practices: (1) Federa/ Check Processing, (2)
Commercial Recovery Systems, (3) Warrant Enforcement Division; (4) AFS Lega/ Services, and
(5) BAM Financial In the first two cases, the FTC secured summary judgment wins against the
defendants. The FTC also continued litigating Vantage Point Services, filing a motion for
summary judgment and securing additional preliminary relief against a defendant.

In FTCv. Federal Check Processing Inc., the court granted the Commission’s request for summary
judgment against a Buffalo, New York-based debt collection scheme.8! The district court adopted

B FTC v Unified Global Group, LLC 15-cv-422-W (W.D.N.Y. May 11, 2015) (Complaint); see a/so Press Release, FTC
o . - ) o s ' R essages

30 FTe v Hinified (ihnhal Grroun. £ 150v-A22-W W DLNY. Anp. 26 2N T0rdery: sea akn Prass Release. FTC

Bl F7C v Federal Check Processing, Inc, No. 1:14-cv-00122 (W.D.N.Y Oct. 13, 2016) (Judgment and Permanent
Injunction); see 2/s0 Press Release, FTC Wins Summary Judgment Against Buffalo, NY-hased Abusive Deht Collectors;
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collect overdue utility bills, traffic tickets, court fines, and other debts for local governments in
Texas and Oklahoma, sent consumers letters and postcards containing false or unsubstantiated
threats of arrest that appeared to come from a municipal court.8® The FTC charged that the false
and unsubstantiated threats made to collect municipal court debts violated the FTC Act, and those
made to collect utility debts violated both the FTC Act and the FDCPA. Under a stipulated order
for permanent injunction, the defendants are prohibited from misrepresenting any material fact in
collecting debts, including that failure to pay a debt will result in the consumer being arrested or
jailed, having their vehicle impounded, or being unable to renew their driver’s license. ¥ The order
also imposed a $194,888 judgment that was suspended based on the defendants’ inability to pay.

Similarly, the Commission secured a final order in its suit against AFS Lega/ Services, resolving
charges that the defendants impersonated investigators and law enforcement, and threatened to
arrest, jail, and sue consumers if they did not pay debts.®® According to the FTC’s compiaint, filed
in October 2015, the defendants often had consumers’ personal information — such as social
security and bank account numbers — that caused consumers to believe that the calls and
associated threats were legitimate.®® The collectors also allegedly made harassing calls and
contacted relatives, friends, and co-workers about consumers’ debts. The stipulated final order,
entered in August 2016, bans the defendants from debt collection activities and imposes a
judgment of more than $4.4 million, the amount consumers lost to this scheme.

B8 FTC v. Municipal Recovery Servs. Corp., No. 15-Cv-04064-N (N.D. Tex. Dac. 24, 2015) (Complaint).

8 FTCv. Municipal Recovery Servs. Corp., No. 15-CV-04064-N (N.D. Tex. Jan. 29, 2016) (Order); see a/so, Press

Ralaace FTC and Stata | aw Fnfarcement Partnare Annmininea Mare Artinng and Recnlte in Cantinnine Crackdown

88 FTC v. Nat? Payment Processing LLC No. 1:15-cv-3811-AT (N.D. Ga. Aug. 29, 2016} (Order); see a/soPress Release,

8 FTC v Nat? Payment Processing £LLC No. 1:15-¢cv-3811-AT (N.D, Ga. Oct. 30, 2015) (Complaint).
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order and preliminary injunction against one of the individual defendants for operating another

debt collection scheme in violation of the first preliminary injunction.

Action to Halt Fair Credit Reporting Act Violations by a
Debt Collector

In May 2016, in the Credit Protection Assoc/ation matter — referred to the Department of Justice
for prosecution — the court entered a stipulated final order against a debt collector for alleged
violations of the Fair Credit Reporting Act’s (FCRA) Furnisher Rule.?® Specifically, the complaint
alleged that the defendant debt collector lacked adequate policies and procedures to handle
consumer disputes regarding information the company provided to credit reporting agencies.®4
The complaint also alleged that the company did not have a policy requiring notice to consumers
of the outcomes of investigations about disputed information and that, in numerous instances,
consumers were not informed whether information they disputed had been corrected. The
stipulated final order requires the defendant to pay $72,000 in civil penalties and putin place
policies and procedures that comply with the requirements of the FCRA and the Furnisher Rule.
The company will also be required to follow the Rule’s requirements related to conducting dispute

investigations and informing consumers of their outcome.

9315 U.5.C. §8 1681-1681x (FCRA); Duties of Furnishers of Information to Consumer Reporting Agencies (Furnisher
Rule}, 16 C.F.R. 8 660, recodified as Duties of Furnishers of Information, 12 C.F.R. § 1022, subpart E.

94 {15, v. Credit Protection Assoc/ation, 3:16-tv-01255-D (N.D. Tex. May 9, 2016) (Complaint and Order); see afso Press

Dalaaca Maht Callactar Cattlac ETE Fharaas T Wialatard Caiv Cradit Dansetinag At FRAa0 O INMEY  2seaifakhia as

49



Education and outreach
Initiatives
The Bureau empowers consumers to make sound financial decisions for themselves and their
families through wide-ranging consumer education efforts. These efforts include outreach to
targeted consumer populations, including students, older Americans, servicemembers, veterans,
and low-income and economically-vulnerable consumers, as well as to the general population and

to financial educators. The CFPB’s financial education is focused on encouraging consumers to ask

questions, make plans, and take action in their financial lives to reach their own life goals.

Similarly, the FTC's FDCPA program also involves extensive education and public outreach efforts.
The FTC’s consumer education initiative informs consumers of their rights under the FDCPA and
what the statute requires of debt collectors, while its business education initiative informs debt

collectors what they must do to comply with the law.%

Bureau education and outreach
initiatives
The Bureau seeks to provide consumers with information about specific financial decisions,
including those relating to debt collection. One of the Bureau’s initiatives is Ask CFPB, an
interactive online tool that helps consumers find short, clear, unbiased, authoritative answers to a
wide variety of their financial questions.

Ask CFPB for debt collections was initiated in October 2012. As of January 2017, debt collection
was one of the two most-viewed categories in Ask CFPB. The Ask CFPB questions and answers on
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In addition to online resources for consumers, the Bureau has developed numerous print
publications and brochures on financial topics including debt collection, which consumers and
organizations can download or order in bulk free of charge, In 2015, the Bureau added the
brochure “Know Your Rights When a Debt Collector Calls,” in both English and Spanish, as well as
a version tailored specifically to servicemembers, informing them of their unique rights. The
Bureau distributed 120,705 of the English version and 41,558 of the Spanish version throughout
FY 2016.

Debt collection is a significant issue facing consumers, especially low-income and economically-
vulnerable consumers. The Bureau, through its Office of Financial Empowerment, developed a
financial empowerment training and toolkit - Your Money, Your Goals - for use hy social services
workers and other front-line staff and volunteers working with economically vulnerable
consumers. The modularized toolkit covers a variety of financial topics, including debt
management and consumer financial protection. The module on dealing with debt provides an
overview of the FDCPA, resources, and tools to help consumers better manage their debts. As of
the end of 2016, more than13,500 staff and volunteers in social services, legal aid, worker, and
community organizations were trained on Your Money, Your Goals, reaching an estimated
600,000 consumers. The toolkit and training, in both English and Spanish, can be accessed at
The Bureau is developing stand-alone “action
handbooks” on specitic financial topics contained in the toolkit. These resources focus on
actionable content, and they are shorter and easier for staff in human service organizations to use
with the people they serve. The first in the series, “Behind on Bills,” contains tools and tips to help
consumers better align their income and expenses, steps to consider if they experience a shortfall,

and information on options for responding to debt collectors,

Empowering consumers to manage their student loan debts has heen and will continue to be a
significant focus for the Bureau. The Bureau developed and continues to maintain web tools
designed to help students and families make more informed decisions about paying for college and
repaying their student loans. Our Repay Student Debt?® tool can provide help for borrowers who
have fallen behind on their student loan payments. The tool has helped borrowers understand
their options, communicate effectively with their loan servicer or debt collector, and work to
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bring their student loans out of default or delinquency. Improving borrower’s performance in
paying student loan debts helps them to rebuild their credit, go back to school, or buy a home.%®

In 2016, the Bureau partnered with the Department of Education to launch a new initiative to
develop a student loan Payback Playbook — a set of streamlined, personatized disclosures that
provide a plain-language explanation of repayment options available to borrowers with federal
student loans.'® The Bureau provided the Education Department with a revised set of
disclosures, informed by user testing and public feedback from more than 3,400 consumers,
servicers, advocates and other stakeholders.'®" The Education Department plans to make the
Payback Playbookdisclosures available as part of its ongoing work to enhance consumer
protections for student loan borrowers.'®? Increased knowledge of repayment options may help
some consumers pay on time and thus stay out of debt collection.

Debt coltection is also a significant issue facing the servicemember population. In April 2016, the
Office for Servicemember Affairs refeased its semiannual complaint snapshot that provides an
overview of complaints submitted by servicemembers, veterans, and their family members
during 2015.193 The report highlighted the most common problems these consumers are
reporting. Debt collection complaints continue to be the largest category of complaints from the
military community, and as of December 2016, they remain the largest complaint category,
comprising 45 percent of total complaints from military consumers.

9% For borrowers with private student loans, options to cure a student loan in default may be limited. In May 2013,
the Bureau published Student Loan Affordabiiity; a report analyzing 28,000 comments from policy experts, market
participants, and consum - ~Frrins mabamtial antinn s Sov mnlisimnslonis snaliios dn bale bsasenes manage their
student debt. Avaiable student Loan
Affordability Teatured @ Lucucoivi s v povrimie wpriviis ivn s vrrst s 1 s vy s e wwand ACCESS 1O 103N
modifications for borrowers seeking to avoid default and a mechanism through which private student loan borrowers
in default can successfully repair their credit.
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The Bureau released findings from its Survey of Consumer Views on Debt in January 2017.19¢ The
survey results substantially expand the understanding of debt collection in the United States by
providing the first comprehensive and nationally representative data on consumers’ experiences
and preferences related to debt collection. The survey asked consumers about their experiences, if
any, with debt collectors over the past year. Some key findings of the survey are discussed below in
a separate section of this chapter (8.1.4}.

The Bureau is also conducting consumer testing to assess, among other things, the effectiveness of
certain disclosures to be provided by debt collectors, including: (1) information about the debt and
its owner; (2) that a communication is from a debt collector and that the information the debt
collector receives from consumers will be used to collect the debt; (3) a consumer’s legal rights in
responding to debt collectors, including a consumer’s ability to dispute a debt; and (4) information
about how a debt’s age affects a collector’s ability to sue the consumer. The FDCPA currently
requires that collectors provide some of this information to consumers during or within five days
of the initial communication as part of a “validation notice”. Consumer testing provides insight
into consumers’ understanding of debt collection disclosures. The Bureau can use this knowledge
to assess whether consumers’ understanding would be increased by improving the information the
disclosure conveys or the way this information is provided.

To better understand debt collector costs, the Bureau conducted a qualitative survey of debt
collection firms, and the Bureau released a report on this survey in July 2016.'%° The study
included a written questionnaire completed by 60 debt collection firms and phone interviews with
more than 30 debt collection firms and vendors to the collections industry. The study provides the
Bureau with a baseline understanding of the operational costs of debt collection firms, which the
Bureau can use to anticipate and gauge the likely effects of any potential regulations on the debt
collection industry.
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pattern by age may reflect, in part, the fact that debt holdings similarly peak among households
with a head in their mid-30s to mid-40s."

TABLE 6: DISTRIBUTION OF THE NUMBER OF DEBTS CONSUMERS WERE CONTACTED ABOUT BY AGE
(PERCENT)

35-49 58 9 33
50-61 65 1 24
62 or older 87 7 12

Table 7 reports findings by consumers’ self-reported race and ethnicity. Consumers are categorized
as either white or non-white for race and, separately, are categorized as Hispanic or non-Hispanic
for ethnicity."s

More than 40 percent of non-white consumers reported having been contacted about a debt in
collection, compared with 29 percent of white consumers. Hispanic consumers were more likely
than non-Hispanic consumers to report having been contacted about a collection (39 percent and
31 percent, respectively). These and other differences across groups may stem from factors that are
correlated with demographic characteristics, and disentangling these potential factors is beyond
the scope of this report.'®

"According to the 2013 Survey of Consumer Finances, the share of families with any debt is greatest for families with a
head hetween the aaec Af IL and A4 3nd thaca familiae hava tha carand_hishact madian amaunt nf daht feanditiong|

on having any). Set

15 The non-white category includes individuals who self-identified alone or in combination as: Black or African
American; American Indian or Alaska Native; Asian; or Native Hawaiian or other Pacific Islander. The white category
comprises those who self-identified as whitealone.

'8 For example, the estimated difference for whites compared with non-whites narrows by roughly one-quarter when
comparing consumers with similar incomes in a regression framework,
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Commission also held a workshop, “The Changing Consumer Demographics,” which brought
together law enforcement, consumer groups and researcher participants to discuss how to combat
unlawful practices — including illegal debt collection activities — that impact specific consumer

populations as the country’s demographics change.

Additionally, the FTC also continues to work closely with the CFPB to coordinate efforts to protect
consumers from unfair, deceptive, and abusive debt collection practices.'” As part of this
coordination, FTC and CFPB staff regularly meet to discuss ongoing and upcoming law
enforcement, rulemaking, and other activities; share debt collection complaints; cooperate on
consumer education efforts in the debt collection arena; and consult on debt collection rulemaking
and guidance initiatives.

"7 The Dodd-Frank Act directs the FTC and the CFPB to coordinate their law enforcement activities and promote
consistent regulatory treatment of consumer financial products and services, including debt collection. See Dodd-
Frank Act, Pub. L. 111-203, 124 Stat. 1376 § 1024(c)(3) (July 21, 2010). In January 2012, the FTC and CFPB entered
inte a memorandum of understanding (“MOU"} that supplements the requirements of the Dodd-Frank Act and creates
a strong and comprehensive framework for coerdination and cooperation. Memorandum of Understanding Between
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APPENDIX: LETTER FROM THE FTC

Office of the Secretary

UNITED STATES OF AMERICA

FEDERAL TRADE COMMISSION
WASHINGTON, D.C. 20580

February 13, 2017

The Honorable Richard Cordray
Director

Consumer Financial Protection Burean
1801 L Street, NW

Washington, DC 20036

Dear Director Cordray:

Thank you for your letter of January 3, 2017. As the letter mentions, the Consumer
Financial Protection Bureau (CFPB) is responsible for providing annual reports to Congress
concerning the federal government’s efforts to implement the Fair Debt Collection Practices Act
(FDCPA).'"™ This letter and its appendix describe the efforts the Federal Trade Commission
(Commission or FTC}) has taken during the past year in the debt collection arena. In the FTC’s debt
collection work, the CFPB has been a valuable partner. We hope that the information in this letter
will assist the CFPB in preparing this year’s report.

In 2016, the Commission continued its aggressive law enforcement activities against
abusive, unfair, and deceptive debt collection practices. Among other things, the FTC:

8 The Dodd-Frank Act directed the CFPB to report to Congress on the federal government's implementation and
administration of the FDCPA. Dodd-Frank Wall Street Reform and Consumner Protection Act (Dodd-Frank Act), Pub, L.
11-203, § 1088, 124 Stat. 1376, 2092-93 (2010} (amending the Fair Debt Collection Practices Act, 15 U.S.C. 85 1692-
1692p). Before the enactment of the Dodd-Frank Act, Section 815(a) of the FDCPA, 15 U.S.C. § 1652m, required the
FTC to report directly to Congress on these topics. The Cornmission submitted such annual reports from 1977 to 2011,
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. filed or resolved 12 cases against 61 defendants, and obtained nearly $70 million in

judgments; e

® banned 44 companies and individuals that engaged in serious and repeated
violations of law from ever working in debt collection again'*’; and

. secured successful summary judgment decisions in three litigated matters, resulting

in orders banning defendants from the debt collection industry. 121

The FTC’s debt collection program is a three-pronged effort: (1) vigorous law
enforcement; (2) education and public outreach; and (3) research and policy initiatives. Over the
past year, the FTC has employed all three prongs in its effort to curb unlawful debt collection
practices and protect consumers.

I[. LAW ENFORCEMENT ACTIVITIES

The Commission is primarily a law enforcement agency, and law enforcement
investigations and litigation are at the heart of the FT'C’s recent debt collection work. Both the
FDCPA and the FTC Act'** anthorize the Commission to investigate and take law enforcement
action against debt colleciors that violate those statutes. 123 1f an FTC investigation reveals that a
debt collector violated the law, the Commission may file a federal court action seeking injunctive
and equitable monetary relief under Section 13(b) of the FTC Act, 15 U.S.C. § 53(b), or refer the
matter to the Department of Justice for civil penalties and injunctive relief under Section 5(m) of
the FTC Act, 15 U.S.C. § 45(m). Where a collector’s violations are so egregious that a court order
1s necessary to halt the conduct immediately, or where consumer redress and disgorgement are
more appropriate forms of monetary relief than civil penalties, the FTC generally files the action

'Y These figures include cases filed and resolved in 2016, as well as cases filed in previous years but resolved in 2016.

" As a compiement to all of the debt collection law enforcement cases that the FTC has brought over the years, in 2015

the FTC began publishing a list of every indivir' '~ == ~=mmmme shatibs cmmmebas cnd thob bo s bsas s fon e
the debt collection industry. This list, located :
s avaiuable resource to help laW-au g concenvi miwua § R eI s Y M A e TEr w1 B

defendants, as well as to help state debt collection licensing officials and law enforcers better protect consumers,
Currently, the list includes over 135 banned individuals and companies.

"I This past year's work built upon and expanded the FTC’s ongoing crackdown on untawful debt collection practices.
Since_January 1, 2010, the FTC has sued over 250 companies and individuals who engaged in unlawful collection
practices, banning 139 from the industry, and securing over $419 million in judgments.

2 FDCPA, 15 U.S.C. § 1692-1692p; FTC Act. 15 U.5.C. §8§ 41-58,
*** The FDCPA authorizes the Commission to investigate and take law enforcement action against debt collectors that
engage in unfair, deceptive, abusive, or other practices that violate the statute. FDCPA § 814, 15 U.5.C. 81692/ Under

the FTC Act, the FTC may investigate and take law enforcement action against entities that, in connection with
collecting on debts, engage in unfair or deceptive acts and practices. FTC Act § 5, 15 U.5.C. § 45,

65


















In FTC v. Federal Check Processing Inc., the court granted the Commission’s request for
summary judgment against a Buffalo, New York-based debt collection scheme. 149 The district
court adopted the magistrate judge’s recommendation and report that found that defendants had
violated the FTC Act and the FDCPA by falsely claiming to be government officials, falsely
threatening consumers with litigation or arrest, and systematically disclosing consumers’ debts to
their friends, family, and co-workers to coerce payment. '“! The court had previously entered an ex
pdrte temporary restraining order, followed by a stipulated preliminary injunction, to halt this
abusive debt collection operation. The final order bans the defendants from the debt collection
industry and requires them to pay a nearly $11 million judgment.

In United States v. Commercial Recovery Systems, Inc., a case that the FTC referred to the
Department of Justice for prosecution, the court entered summary judgment against two defendants
in an unlawful debt collection operation. The court found that the debt collectors had “repeatedly
and routinely violated the FDCPA . . . in multiple ways, by making blatantly false representations
for the purpose of intimidating consumers into paying debts.”'* Among other things, the court
found that their routine threats to sue consumers were “patently false,” and further that they falsely
impersonated attorneys and threatened to seize or garnish consumers’ property or wages. The court
banned the two defendants from debt collection, and will determine the civil penalty amount to
impose on one of them, the president of the company.143 Additionally, the government secured a
stipulated final order against the remaining individual defendant subjecting him to the same ban
and iIEBosing a $496,000 civil penalty judgment (partially suspended due to an inability to
pay).

In January 2016, the Commission also successfully resolved its action in Warrant
Enforcement Division. The FTC’s complaint in this matter alleged that the defendants, while under

10 £ v, Federal Check Processing, Inc, No, 1:14-cv-00122 (W.D.N.Y Oct. 13, 2016) (Judgment and Permanent

191 £TC v, Federal Check Processing, Inc., No. 1:14-cv-00122 (W.D.NY Mar, 25, 2014} (Complaint), see a/so Press

Ralpase At FT(C's Renlest Cntirt Halte Niabht Collactar's Allagadly Darentive and Ahiicive Prarctices Fraazes Acsetg

142 United States v. Commercial Recovery Sys., Inc., No. 4:15-cv-36 (E.D. Tex. Apr. 7, 2016) {(Memorandum Opinion
and QOrder).

193 United States v. Commercial Recovery Sys., Inc., No, 4:15-¢y-36 (E.D. Tex, Apr. 18, 2016} {Order); see a/so Press

194 United States v, Commercial Recovery Sys., Inc., No, 4:15-cv-36 (E.D. Tex. Sept. 21, 2016) (Order)
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Impersonating attormeys Or process Servers. 1% According to the complaint, the defendants also
unlawfully disclosed debts to, or harassed, third parties; failed to identify themselves as debt
collectors; and failed to notify consumers of their right to receive verification of the purported
debts. At the FTC’s request, the court entered a temporary restraining order that prohibited the
defendants from violating the FDCPA and the FTC Act, froze the defendants’ assets, and appointed
a receiver. The stipulated final order bans them from debt collection activities and imposes a
$4,802,646 judgment, to be partially suspended upon the surrender of certain assets based on
defendants’ inability to pay.

150 £7C v, BAM Find, LEG No., 8:15-¢v-01672-)VS-DFM (C.D. Cal. Oct. 19, 2015) {Complaint); see a/so Press Release,
LT A Z . N S
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Additionally, the FTC also continues to work closely with the CFPB to coordinate efforts to
protect consumers from unfair, deceptive, and abusive debt collection practices. 165 As part of this
coordination, FTC and CFPB staff regularly meet to discuss ongoing and upcoming law
enforcement, rulemaking, and other activities; share debt collection complaints; cooperate on
consumer education efforts in the debt collection arena; and consult on debt collection rulemaking
and guidance initiatives.

165 The Dodd-Frank Act directs the FTC and the CFPB to coordinate their law enforcement activities and promote
consistent regulatory treatment of consumer financial products and services, including debt collection. See Dodd-
Frank Act, Pub. L. 111-203, 124 Stat. 1376 § 1024(c)(3) (July 21, 2010), In January 2012, the FTC and CFPB entered
into a memorandum of understanding (“MOU") that supplements the requirements of the Dodd-Frank Act and creates
a strong and comprehensive framework for coordination and cooperation. Memorandum of Understanding Between
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March 20, 2017

The Honorable Michael Crapo

Chairman

Committee on Banking, Housing, and Urban Affairs
United States Senate

534 Dirksen Senate Office Building
Washington, DC 20510

Dear Chairman Crapo:

Enclosed please find the Consumer Financial Protection Bureau’s sixth annual report to Congress
pursuant to Section 1692m of the Fair Debt Collection Practices Act.

Should you have any questions about the enclosed report, please contact me at (202) 435-9711.

Sincerely,

s

atherine Galicia
Assistant Director for Legislative Affairs



March 20, 2017

The Honorable Jeb Hensarling
Chairman

Committee on Financial Services
U.S. House of Representatives

2129 Raybum House Office Building
Washington, DC 20515

Dear Chairman Hensarling:

Enclosed please find the Consumer Financial Protection Bureau's sixth annual report to Congress
pursuant to Section 1692m of the Fair Debt Collection Practices Act.

Should you have any questions about the enclosed report, please contact me at (202) 435-9711.

Catherine Galicia

Assistant Director for Legislative Affairs



March 20, 2017

The Honorable Michael R. Pence
The Vice President of the United States
The President of the Senate

S-212, The Capitol
Washington, DC 20510

Dear Vice President Pence:

Enclosed please find the Consumer Financial Protection Bureau's sixth annual report to Congress
pursuant to Section 1692m of the Fair Debt Collection Practices Act.

Should you have any questions about the enclosed report, please contact me at (202) 435-9711.

Sincerely,

Cathenine Galicia
Assistant Director for Legislative Affairs



March 20, 2017

The Honorable Paul Ryan
Speaker
U.S. House of Representatives

H-209, The Capitol
Washington, DC 20515

Dear Speaker Ryan:

Enclosed please find the Consumer Financial Protection Burcau's sixth annual report to Congress
pursuant to Section 1692m of the Fair Debt Collection Practices Act.

Should you have any questions about the enclosed report, please contact me at (202) 435-9711.

Sincerely,

, (.

Catherine Galicia
Assistant Director for Legislative Affairs



March 20, 2017

The Honorable Maxine Waters
Ranking Member

Committee on Financial Services
U.S. House of Representatives

4340 Thomas P. O'Neill. Jr. House Office Building
Washington, DC 20515

Dear Ranking Member Waters:

Enclosed please find the Consumer Financial Protection Burcau's sixth annual report to Congress
pursuant to Section 1692m of the Fair Debt Collection Practices Act.

Should you have any questions about the enclosed report, please contact me at (202) 435-9711.

e

Catherine Galicia
Assistant Director for Legislative Affairs



March 20, 2017

The Honorable Richard Cordray
Director
Bureau of Consumer Financial Protection

1700 G Street, NW
Washington, DC 20552
Dear Director Cordray:

Please answer two questions in writing by March 22, 2017:

1. Absent action taken by the Administration, will you serve your full five-year
statutory term as CFPB Director?

2. If you will not serve your full term, on what date will you resign as Director?

Answering these questions yourself, rather than through a spokesperson, will provide the
public with much-needed clarity regarding your tenure at CFPB.

Veariwn T anmnaatfalls

ee: The Honorable Maxine Waters, Ranking Member



Mareh 21, 2017

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, DC 20552

Dear Director Cordray:

The Committee on Financial Services will hold a hearing titled “The 2016 Semi-Annual
Reports of the Bureau of Consumer Financial Protection” at 10:00 a.m. on Wednesday, April 5,
2017, in room 2128 of the Rayburn House Office Building. I am writing to confirm your
participation as a witness.

As you know, the Director of the Bureau of Consumer Financial Protection (Bureau) is
required by Section 1016 of the Dodd-Frank Wall Street Reform and Consumer Protection Act
(P.L. 111-203) to appear on a semi-annual basis before the Committee on Financial Services to
deliver a report on the Bureau. When you last appeared before the Committee on March 16,
2016, you testified on the Bureau’s activities covering the period of April 1, 2015 — September
30, 2015. Therefore, vour testimony should cover the reporting period for October 1, 2015 —
March 31, 2016 as well as the most recent period for April 1, 2016 — September 30, 2016. Your
testimony should provide details on the following items: (1) significant problems faced by
consumers in shopping for or obtaining consumer financial services; (2) the Bureau’s budget
request of the previous year; (3) significant rules and orders adopted by the Bureau, as well as
other significant initiatives conducted by the Bureau; (4) an analysis of complaints about
consumer products and services that the Bureau has received or collected; (5) a list, with a
summary of the subject matter, of the public supervisory and enforcement actions to which the
Bureau was a party during the preceding year; (6) the actions taken regarding rules, orders, and
supervisory actions with respect to non-depository institutions; (7) an assessment of significant
actions by state attorneys general or state regulators relating to federal consumer financial law;
(8) an analysis of the Bureaw’s efforts to fulfill its fair lending mission; and (9) an analysis of the
Bureau’s efforts to increase workforce and contracting diversity consistent with the procedures
established by the Office of Minority and Women Inclusion.

Please read the following material carefully. It is intended as a guide to your rights and
obligations as a witness under the rules of the Committee on Financial Services.

The Form of your Testimony. Under the Rules of the Committee on Financial Services,
each witness who is to testify before the Committee or its subcommittees must file with the Clerk



The Honorable Richard Cordray
March 21, 2017
Page 2

of the Committee a written statement of proposed testimony of any reasonable length, Please
also include with the testimony a current resume summarizing education, experience and
affiliations pertinent to the subject matter of the hearing. This must be filed at least two business
days before your appearance. Please note that changes to the written statement will not be
permitted after the hearing begins. Failure to comply with this requirement may result in the
exclusion of your written testimony from the record. Your oral testimony should not exceed five
minutes and should summarize your written remarks. The Chair reserves the right to exclude
from the printed record any supplemental materials submitted with a written statement due to
space limitations or printing expense.

Submission of your Testimony. Please submit at least 100 copies of your proposed
written statement to the Clerk of the Committee not less than two business days in advance of
your appearance. These copies should be delivered to: The Committee on Financial Services,
Attn: Committee Clerk, 2129 Rayburn House Office Building, Washington, and D.C. 20515.

Due to heightened security restrictions, many common forms of delivery experience
significant delays in delivery to the Committee. This includes packages sent via the U.S. Postal
Service, Federal Express, UPS, and other similar carries, which typically arrive 3 to 5 days later
than normal. The United States Capitol Police have specifically requested that the Committee
refuse deliveries by courier. The best method of delivery of your testimony is to have an
employee from your organization deliver your testimony in an unsealed package to the address
above. If you are unable to comply with this procedure, please contact the Committee to discuss
alternative methods for delivery of your testimony.

The rules of the Committee require, to the extent practicable, that you also submit your
written testimony in electronic form. The preferred method of submission of testimony in
electronic form is to send it via electronic mail to fsctestimony@mail.house.gov. The electronic
copy of your testimony may be in any major file format, including WordPerfect, Microsoft
Word, or ASCII text for either Windows or Macintosh. Your electronic matl message should
specify in the subject line the date and the Committee or subcommittee before which you are
scheduled to testify. You may also submit testimony in electronic form on a disk or CD-ROM at
the time of delivery of the copies of your written testimony. Submission of testimony in
electronic form facilitates the production of the printed hearing record and posting of your
testimony on the Committee’s Internet site.

Your Rights as a Witness. Under the Rules of the House, witnesses may be accompanied
by their own counsel to advise them concerning their constitutional rights. I reserve the right to
place any witness under oath; regardless of whether an oath is administered, it is a violation of
federal criminal law to give false testimony to a congressional tribunal. A witness may obtain a
transcript copy of hig’her testimony given in open, public session, or in a closed session only
when authorized by the Committee or subcommittee. However, by appearing before the
Committee or its subcommittees, you authorize the Committee to make technical, grammatical,
and typographical corrections to the transcript in accordance with the rules of the Committee and
the House.



The Honorable Richard Cordray
March 21, 2017
Page 3

The Rules of the Committee on Financial Services, and the applicable rules of the House,
are available on the Committee’s website at http://financialservices.house.gov. Copies can also
be sent to you upon request.

The Committee on Financial Services endeavors to make its facilities accessible to
persons with disabilities. If you are in need of special accommodations, or have any questions
regarding special accommodations generally, please contact the Committee in advance of the
scheduled event (4 business days’ notice is requested) at (202) 225-7502; TTY: 202-226-1591;
or write to the Committee at the address above.

Please note that space in the Committee’s hearing room is extremely limited. Therefore,
the Committee will only reserve one seat for staff accompanying you during your appearance (a
total of two seats). In order to maintain our obligation under the Rules of the House to ensure
that Committee hearings are open to the public, we cannot deviate from this policy.

Should you or your staff have any questions or need additional information, please
contact Brian Johnson, Jon Blum, Hallee Morgan, or Brian Anderson at (202) 225-7502.

N LIALIEALIRALD

TH/b}

cc: The Honorable Maxine Waters, Ranking Member



‘700 G Street NW o Wase ooin- T

March 22, 2017

The Honorable Jack Reed
United States Senate

728 Hart Senate Office Building
Washington, DC 20510

Dear Senator Reed;

Thanl o £o1 your letter of recommendation on behalf of your constituer
| applicant to become a member of the Consumer Financial bouer v vaiicau »
amunity Bank Advisory Council. The Bureau has receive yplication.
Bureau staff is in the process of reviewing applications.

The Bureau’s selection process for new advisory group members includes a thorough review of the
applications of all candidates to evaluate their experience, background, and expertise. A strong
interest is placed in ensuring that the diversity of our country is represented on our advisory groups
and that the experience and expertise of potential candidates is commensurate with the needs of the
Bureau.

Thank you for imending your constituent to be a member of the Community Bank Advisory
Council. Please rest assured that we will give his application full consideration. Should you have
any additional questions about this process, please do not hesitate to contact me, or have your staff
contact Matt Pippin in the Bureau’s Office of Legislative Affairs. Mr. Pippin can be reached at
202-435-7552.

Sincerely.

ORI 10 M WG WG

Assistant Director for Legislative Affairs
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March 22, 2017

The Honorable Jon Tester
United States Senate

311 Hart Senate Office Building
Washington, DC 20510-2604

Dear Senator Tester;

Thank you for your letter of recommendation on behalf n applicant to become a
member of the Con~ =~ Eimnmalinl Bogtection BUreauw’s \vocaw, convnnan r Advisory Board. The
Bureau has receive splication. Bureau staff is in the process of reviewing

applications.

The Bureau’s selection process for new advisory group members includes a thorough review of the
applications of all candidates to evaluate their experience, background, and expertise. A strong
interest is placed in ensuring that the diversity of our country is represented on our advisory groups
and that the experience and expertise of potential candidates is commensurate with the needs of the
Bureau.

Thank you for recommending your constituent to be a member of the Consumer Advisory Board.
Please rest assured that we will give his application full consideration. Should you have any
additional questions about this process, please do not hesitate to contact me, or have your staff
contact Matt Pippin in the Bureau’s Office of Legislative Affairs. Mr. Pippin can be reached at
202-435-7552.

Sincerely,

Catherine Galicia
Assistant Director for Legislative Affairs



March 22, 2017

The Honorable Jason Cha fletz The Honorable Elijah Cummings
Chairman Ranking Member

Committee on Oversight and Government Committee on Oversight and Government
Reform Reform

United States House of Representatives United States House of Representatives
2157 Rayburn House Office Building 2157 Rayburn House Office Building
Washington, DC 20515 Washington, DC 20515

Dear Chairman Chaffetz and Ranking Member Cummings:

Thank you for your letter of March 8, 2017, regarding the Consumer Financial Protection Bureau's
compliance with federal records preservation requirements. The Bureau is committed to
maintaining an effective and efficient records management program that governs the creation,
retention, appraisal, and disposal of records in a systematic and orderly way and in accordance with
federal records preservation requirements.

The Bureau’s Policy for Records and Email Management governs the management of all federal
records generated by the Bureau, It applies to all federal records created or received on both
physical and electronic platforms, including electronic communications such as emails, text
messages and other messaging platforms. In order to comply with federal records management
obligations, employees are required to (1) create records {0 document decisions, actions taken, and
official activities; {2) file paper and electronic records regularly, efficiently. and safely in
accordance with agency policy; and (3) follow records disposition instructions as prescribed in
Bureau records schedules. A detailed description of employee recordkeeping obligations is
contained in the enclosed policies, procedures, and guidance. The Bureau also has in place several
policies specifically addressing the management and retention of emails, including the Email
Management for Senior Officials and Email Management/Transfer Procedures. In addition,
Bureau officials periodically remind ali employees of their recordk eeping cbligatons with respect
to the use of non-official email. An example of one such notice is included with the enclosed
production.

The Bureau has worked diligently to comply with the Office of Management and Budget's
Managing Government Records Directive. The Bureau's Records Management Officer has created
1,826 archive mailboxes and transferred 1,569 GB of data into archive storage under the newly
implemented “Capstone™ approach to email management. In November 2013, the Bureau
designated a Senior Agency Official (SAO) for Records Management. Pursuant to the Directive,
the Bureau's Records Management Officer has obtained a National Archives and Records
Administration (NAR A) certificate of Federal Records Management training. The SAQO has also
identified that the Bureau has no Permanent Records 30 years or older, and has ensured that all
existing paper and other non-electronic records are scheduled. © = Bureau has aiso developed and



started implementation of pians to achieve the transition to agency-wide management of permanent
electronic records.

The Bureau established agency-wide records management training in August 2014, and has
recently updated its annual web-based training to meet the requirements outlined in NAR A bulletin
2017-01. Bureau employees receive training to ensure awareness, comprehension, and compliance
with all recordkeeping obligations. These trainings occur during an employee’s initial orientation
to the Bureau and subsequent annual divisional training, with training modules tailored to suit the
unique records management needs of each Bureau division. Records Liaison Officers throughout
the Bureau participate in additional quarterly records management trainings. Employees,
contractors and senior agency officials are also required to complete web-based records
management iraining through the Treasury Leamning Management System. Training modules and
additional records management materials distributed to employees are enclosed >rein.

The Bureau’s process for responding to Freedom of Information Act requests is described in the
attached policy document, “Policies and Procedures for Compliance with the Freedom of
Information Act.” CFPB-COG-50. Upon the receipt of a perfected FOIA request. the FOTA Office
will task the appropriate divisions, offices, or employees to initiate a reasonable search for
responsive records. This initial step typically involves the completion of a questionnaire, which
provides details about the FOIA request and 1dentifies the FOIA Analyst along with their contact
information; asks a few core questions that help the FOIA OfTice determine if responsive records
exist; documents that a reasonable search for responsive records was conducted; and is used for
accountability purposes in the event that the search for responsive records is challenged in an
appeal or litigation. These searches are designed to locate and retrieve all responsive records,
regardless of their format or location within the Bureau system of storage.

Your letter requests information regarding any senior agency officials who have used an alias
account to conduct government business. The only Bureau senior official granted
contemporaneous access rights {0 more than one government-issued email account is the Director.
Given the large volume of communications attendant to that role, | have been issued two Bureau
email accounts, both linked to my name and both for official use only. One account contains
public and Bureau-wide communications; the other contains communications o and from those
officials with whom [ consult on a more frequent basis.

Should you have any questions about this response, please contact e or have your staff contact
Patrick O"Brien of the Bureau’s Oftice of Legislative Affairs and Anne Tindall of the Bureau's
Legal Division. Mr. O"Bricn can be reached at (202) 435-7 18 and Ms. Tindall can be reached at
(202) 435-9591.

Sincercly,

i gl v w v oy

Director
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March 27, 2017

The Honoral  Sherrod Brown

Ranking Minority Member

Committee on Banking, Housing, and Urban Affairs
United States Senate

534 Dirksen Senate Office Building

Washington, D.C. 20510

Dear Ranking Member Brown,

Enclosed please find copies of the Consumer Financial Protection Bureau’s charters for the
Consumer Advisory Board, Community Bank Advisory Council, Credit Union Advisory Council,
and the Academic Research Council, being re-established for the purposes of complying with the
requirements of the Federal Advisory Committee Act, as amended, 5 U.S.C. App.

Notice of this charter filing will be published in the Federal Register, and copies will be filed with
the United States Senate Committee on Banking, Housing, and Urban Affairs, and the United
States House of Representatives Committee on Financial Services.

Should you have any questions, please do not hesitate to contact me at (202) 435-9711.

Sincerely,

[ e

Catherine Galicia
Assistant Director for Legislative Affairs



Consumer Financial Protection Bureau
Charter of the CFPB’s Credil Union Advisory Council

1. Committee’s Official Designation.
Credit Union Advisory Council (“the Advisory Council” or the “CUAC”).

2, Authority,

Pursuant to the executive and administrative powers conferred on the Consumer
Financial Protection Bureau (“CFPB” or “Bureau”) by Section 1012 of the Dodd-Frank
Wall Street Reformn and Consumer Protection Act (*Dodd-Frank Act”}, the Director of
the Consumer Financial Protection Bureau (*Director™) establishes the discretionary
Credit Union Advisory Council under agency authority in accordance with the
provisions of the Federal Advisory Committee Act, as amended, 5 U.S.C., App.

3. Objectives and Scope of Activities.

The purpose of the Advisory Council is to advise the Bureau in the exercise of its
functions under the federal consumer financial laws as they pertain to credit unions
with tolal assets of $10 billion or less. The Bureau'’s supervisory process provides an
opportunity for learning and insight into the operations of financial institutions; having
no correlate for small depository financial institutions, the Bureau created this Advisory
Council to facilitate a similar opportunity for credit unions to share insights regarding
operalional and technical considerations, credit union business practices, and the
uniquc needs of their customers and community. This group also provides timely and
pertinent information aboul how Bureau policies impact the credit union industry.

The Advisory Council shall advise generally on the Bureau’s regulation of consumer
financial products or services provided by eredit unions and other related topics. To
carry out the Advisory Council’s purpose, the scope of its activities shall include
providing information and analvsis in support of recommendations to the Bureau. The
output of Advisory Council meetings should serve to better inform the CFPB’s policy
development, rulemaking, and engagement functions as thev relate to credit unions.

4. Desceription of Duties.

The duties of the Advisory Council are solely advisory and shall exiend only to the
submission of advice and recommendations to the Bureau relating to the activities and
operations of credit unions, which shall be non-binding on the Bureau. To ensure
understanding of complianee and regulatory challenges faced by credit unions,
inelusion on the Advisory Council will be limited to credit union employees. No
determination of fact or policy will be made by the Advisory Council, and the Advisory
Council will have no formal decision-making role and no access to confidential
supervisory or other confidential information.

5. Agency or Official to Whom the Committee Reports.
1 CHARTER OF THE CREDIT UNION ADVISORY COUNCIL



The Advisory Council reports to the Director.

6. Support.

The Bureau’s Advisory Board and Councils office will support the Advisory Council's
activities to the extent permitted hy law and subject to the availability of resources and
shall ensure compliance with requirements laid out in the Federal Advisory Committee
Act, as amended.

7. Estimated Annual Operating Costs and Staff Years.
The estimated annual operating cost is about $300,000 per vear, including staff time. It
is estimated that CFPB annuatl staff support is 2 person years.

8. Designated Federal Officer.

The Designated Federal Officer ("DFO"} is the Advisory Board and Counecils office Staff
Director (“Siaff Director”), who is a full-time or permanent part-time emplovee. The
DFO shall ensure that the Advisory Council operates in accordance with the
requirements under the Federal Advisory Committee Act and the terms of the charter.
The DFO (or alternate DFO) will approve or call all of the Advisory Council and
Advisory Council subcommittee meetings, if any, prepare and approve all meeting
agendas, attend all Advisory Council and subcommittee meetings, adjourn any mecting
when determined to be in the puhlic interest, and chair meetings when directed by the
Bureau Director.

g. Estimated Number and Frequency of Meetings.
The Advisory Council shall meet in person from time to time at the call of the DFQ, but
at a minimum, shall meet at least two times in each vear.

10, Duration.
The Advisory Council will be needed on a continuing basis.

11, Termination.
This Advisory Council will terminate two vears afier the date that this Charter is filed
unless renewed prior to that date by appropriate action.

12, Membership and Designation.

The Director shall appoint the members of the Advisory Council. In appointing
members to the Advisory Council, the Director shall seek to assemble members with
diverse points of view, institution asset sizes. and geographical backgrounds. Only
credit union emplovees (CEQs, compliance officers, government relations offieials, ete.)
will be considered for membership. Membership is limited to emplovees of credit
unions with total assets of §10 hillion or less that are not affiliates of depository
institutions or credit unions with total assets of more than $10 billion.

The Advisory Council will consist of approximately 15 to 20 members. All members
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shall serve at the pleasure of the Director. All members appointed by the Director shall
serve at the pleasure of the Director. The Advisory Council will be composed
exclusively of representatives of the credit union industry as described above. No
Special Government Employees and no Regular Government Employees are expected
to serve on the Advisory Council.

13. Subcommittees.

The Bureau may establish and dissolve subcommittees, in consultation with the
Advisory Council. Any subcommittees shail report back to the Advisory Council.
Subcommittees may include individuals who are members of the Advisory Council.
Committees may, from time to time, with the approval of the DFQ, call on individuals
who are not members of the Advisory Council (including Bureau staff), for the sole
purpose of providing specific domain expertise and knowledge to the subcommittee.
These are not temporary members of the subcommittee. Subcommittees, if any, may
not provide advice or work products directly to the Bureau.

14. Recordkeeping.

The records of the Advisory Council and any subcommittees thereof will be handled in
accordance with General Records Schedule 6.2 and applicable agency records
disposition schedule. The records will be available for public inspection and copying,
subject to the Freedom of Information Act, 5 U.S.C. 552,

15. Filing Date.

This Council is authorized to meet and take action as of the date of the filing of this
charter on % -7 2’, 2017. This charter has been filed with the Director of
the CFPB, the U.S. Senate Committee on Banking, I1ousing, and Urban Affairs, the U.S.
House of Representatives Committee on Financial Services, and the Committee
Management Secretariat of the General Services Administration, and furnished to the
Library of Congress.

Signed:

W&% Date: :’2/33/,7

Richard Cordray
Director
Consumer Financial Protection Bureau
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Consumer Financial Protection Bureau
Charter of the CFPRB’s Consumer Advisory Board

1. Committee’s Official Designation.
Consumer Advisory Board (“the Board”).

2. Authority.

This statutory committee is established by the Consumer Financial Protection Bureau (“the
Bureau™) pursuant 1o Section 1014(a) of the Dodd-Frank Wall Street Reform and Consumer
Protection Act (“Dodd-Frank Act™), and in aceordance with the Federal Advisory Committee Act
(FACA) as amended, 5 U.S.C., App. 2.

3. Objectives and Scope of Activities.

The purpose of the Board is outlined in Section 1014(a} of the Dodd-Frank Act, which states

that the Board shall “advise and consult with the Bureau in the exercise of its functions under
the Federal consumer financial laws” and “provide information on emerging practices in the
consumer financial products or services industry, including regional trends, concerns, and other
relevant information.”

Ta earry out the Board’s purpose, the scope of its activities shall include providing information,
analysis, and recommendations to the Bureau. The Board will generally senve as a vehicle for
market intelligence and expertise for the Bureau. Tts objectives will include identifying and
assessing the impact on consumers and other market participants of new. emerging, and
changing products, practices, or services.

4. Description of Duties,

The duties of the Board are solely advisory and shall extend only to the submission of advice and
recommendations to the Bureau. The Board members will advise and consult with the Director
and the Bureau on matters related to the Bureau's functions under the Dodd- Frank Act
through committee and subcominittee meeting attendance and participation, fact and
information exchange, submission of individual advice, and other preparatory and
administrative work. The Board will have no formal decision-making role and no access to
confidential supervisory or other confidential information.

5. Agency or Official to Whom the Commitiee Reports.
The Board reports to the Director of the Consuner Financial Protection Bureau.

6. Support.

The Bureau’s Advisory Board and Couneils office will support the Board, as deemed necessary
for the Board's performance, and shall ensure compliance with requirements laid out in the
Dodd-Frank Act and the Federal Advisory Committee Act. In addition. the Bureau will provide
additional support required for the Board’s activities to the extent permitted by law and subject
to availability of resources.

-. Estimated Annual Operating Cost and Staff Years.
The estimated annual operating cost is about $500,000 including staff time. Staff support 1s
approximately 3 person-year(s).

8. Designated Federal Officer.
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The Designated Federal Officer ("DFQ") is the Advisory Board and Councils office Staff
Director (“Staff Dirccior”), who is a full-time or permanent part-time employee. The DFQ shall
ensure that the Board operates in accordance with the statutory requirements under the Dodd-
Frank Act, the Federal Advisory Committee Act, and the terms of the charter. The DFO, or
alternate DFQ, will approve or call all of the Board and subcommittee meetings, if any, prepare
and approve all meeting agendas, attend all Board and subcommittee meetings, adjourn any
meeting when determined to be in the public interest, and chair meetings when dirvected by the
Bureau Director.

9. Estimated Number and Frequency of Meetings.
The Board shall meet in person from time to time at the call of the DFO, but at a minimum,
shall meet at least two times in each year.

10. Duration.

This is a continuing advisory board as stated under section 1014 of the Dodd-Frank Act. The
Board will operate in accordance with this charter, the term of which expires pursuant to
section 11.

51. Termination.
This Charter will expire two years after the date that this Charter is filed unless renewed by
appropriate action.

12. Membership and Designation.

The Director shall appoint the members of the Board. Section 1014(b) of the Dodd-Frank Act
provides: “In appointing the members of the Consumer Advisory Board, the Director shall seek
to assemble experts in consumer protection, financial services, community development, fair
lending and civil rights. and consumer financial products or services and representatives of
depository institutions that primarily serve underserved communities, and representatives of
communities that have been  significantly impacted by higher-priced mortgage loans, and seck
representation of the interests of covered persons and consumers, without regard to party
affiliation.”

The Board shali consist of no fewer than approximately 16 members including at least the six
members appointed upon the recommendation of the regional Federal Reserve Bank Presidents
ona rotating basis. All members appointed by the Director shall serve al the pleasure of the
Director. The Board may be composed of a mixture of representatives and Special Government
Emplovees (S§GLs),

13. Subcommittees.

The Bureau may establish and dissolve subcommittees. in consultation with the Board. Any
subcommittees shall report back to the Board. Subcommittee membership may include
individuals who are members of the Board. Subcommittees may, from time to time, with the
approval of the DFO, call on individuals who are not members of the Board (including Bureau
staff). for the sole purpose of providing specific domain expertise and knowledge to the
subcommittee. These are not temporary members of the subcommittee. The subcommittecs, if
any, may not provide advice or work products directly to the Bureau.

14. Recordkeeping.
The records of the Board and any subcommittees will be handled in accordance with General
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Records Schedule 6.2 and applicable agency records disposition schedule. The records will be
available for public inspection and copying, subject to the Freedom of Information Act, 5 U.S.C.

552.

15. Filing Date,

This Council is authorized to meet and take action as of the date of the filing of this charter on
5 1% , 2017. This charter has been filed with the Director of the CFPB, the U.S.

Senate Committee on Banking, Housing, and Urban Affairs, the U.S. House of Representatives

Committee on Financial Services, and the Committee Management Secretariat of the General

Services Administration, and furnished to the Library of Congress.

Signed:

RodD ook o242,

Richard Cordray
Director
Consumer Financial Protection Bureau
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Consumer Financial Protection Bureau
Charter of the CFPB’s Academic Research Council

1. Committee’s Official Designation (Title).
Academic Research Council (“the Council” or the “ARC™}.

2. Authgority.

Pursuant to the executive and administrative powers conferred on the Consumer
Financial Protection Bureau (“CFPB” or “Bureau™) by Section 1012 of the Dodd-Frank
Wall Street Reform and Consumer Protection Act (*Dodd-Frank Act™), the Director of
the Consumer Financial Protection Bureau (*Director™) establishes the discretionary
Academic Research Council under agencey authority in accordance with the provisions of
the Federal Advisory Committee Act, as ainended. 5 U.S.C., App.

3. Objective and Scope of Activities.
The Council will provide the Bureau’s Office of Research technical advice and feedback
on research methodologies, data collection strategies, and methods of analysis.

Additionally, the Council will previde both backward- and forward-looking feedback on
the Office of Research’s research work and will offer input into its research strategic
planning process and research agenda.

4. Description of Dulies,

The duties of the Council are solelyv advisory and shall extend only to the submission of
advice and recommendations to the Bureau. No determination of fact or policy will be
made by the Council, and the Council will have no formal decision-making role.

5. Agencey or Official to Whom the Committec Reports.
The Council shall report to the Bureau's Assistant Director of the Officc of Research.

6. Support.

The Burcau’s Advisory Board and Councils Office and the Office of Research will
support the Council’s activities to the extent permitted by law and subject to the
availability of resources and shall ensure compliance with requirements laid out in the
Federal Advisory Committee Act, as amended.

~. Estimated Annual Operating Cost and Staff Years.
The estimated annual operating cost is approximately 860,000 per vear. It is estimated
that CFPB annual staff support is 0.5 person years.

8. Designated Federal Officer.
The Designated Federal Officer (*DFO™) is the Assistant Director of the Office of

Research, who is a full-time or permanent part tiine emplovee. The DFO shall serve as
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the Council’s Chair. The DFO shall ensure that the Council operates in accordance with
the requirements under the Federal Advisory Committee Act and the terms of the
charter. The DFO (or alternate DFQ) will approve or call all of the Council and Council
subcommittee meetings, if any, prepare and approve all meeting agendas, attend all
Council and subcommittee meetings, adjourn any meeting when determined to be in the
public interest, and chair meetings when directed by the Bureau Director.

g. Estimated Number and Frequeney of Meetings.

The Council will convene in person froin time to time at the call of the DFO, but at a
minimum shall meet annually. Council members may also make additional visits to the
Bureau or participate in additional meetings for educational or other research-related
purposes.

10. Duration,
The Council will be needed on a continuing basis.

11. Termination.
This Council will terminate two vears after the date that this Charter is filed unless
renewed prior to that date by appropriate action.

12, Memberships and Designation.

The Council will be composed of approximately nine members. Council members wili be
designated as special government emplovees (SGEs) and will serve four-vear terms,
Membership can be renewed for additional terms at the option of the Assistant Director
of the Office of Rescarch.

All members are appointed by the Director and shall serve at the pleasure of the
Assistant Director of the Office of Research.

13. Subeommitteces.

The Office of Research may form subcommittees of the Council for any purpose
consistent with this charter. Any suhcommittees shall report back to the Council.
Subcomimittee membership mayv include individuals who are members of the Council.
Committees may, from time to time, with the approval of the DFO, call on individuals
who are not members of the Council (including staff of the Bureau) for the sole purpose
of providing specific domain expertise and knowledge to the subcommittee. These are
not temporary members of the subcommittee. The subcommittees, if any, may not
provide advice or work products directly to the Bureau.

14. Recordkeeping.
The records of the Council and any suhcommittees thereof will be handled in accordance
with General Records Schedule 6.2 and applicahle ageney records disposition schedule,
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The records will be available for public inspection and copying, subject to the Freedom
of Information Act, 5 U.S.C. 552,

15. Filing Date.
This Council is authorized to mmeet and take action as of the date of the filing of this
charteron _ 3 - 2 ¥ f'_} . 20717. This charter has been filed with the Director of

the CFPB, the U.S. Senate Committee on Banking, Housing, and Urban Affairs, the U.S.
House of Representatives Committee on Financial Services, and the Committee
Management Secretariat of the General Services Administration, and furnished to the
Library of Congress.

Signed:

M-ﬁ@ @Q&'faﬂ Date: A/?\:‘Vfc'?

Richard Cordray
Director
Consumer Financial Protection Bureau

3 CHARTER OF THEACADEMIC RESEARCH CQUNCIL



Consumer Financial Protection Bureau
Charter of the C¥PB’s Community Bank Advisory Council

1. Committee’s Gfficial Designation,
Community Bank Advisory Council (“the Advisory Council” or the “CBAC”).

2, Authority.

Pursuant to the executive and administrative powers conferred on the Consumer
Financial Protection Bureau (“CFPB” or “Bureau”} by Section 1012 of the Dodd-Frank
Wall Street Reform and Consumer Protection Act (“Dodd-Frank Act™), the Direclor of
the Consumer Financial Protection Bureau (“Director™) establishes the discretionary
Community Bank Advisory Council under agency authority in accordance with the
provisions of the Federal Advisory Committee Act, as amended, 5 U.S.C., App. 2.

3. Objectives and Scope of Aetivities.

The purpose of the Advisory Council is to advise the Bureau in the exercise of its
functions under the federal consumer financial laws as they pertain to cominunity
banks with total assets of $10 billior or less. The Bureau’s supervisory process provides
an opportunity for learning and insight into the operations of financial institutions;
having no correlate for small depository financial institutions, the Bureau created this
Advisory Council to facilitate a similar opportunity for community banks to share
insights regarding operational and technical considerations, community banking
industry business practices, and the unique needs of their customers and communities.
This group also provides timely and pertinent information on how Burcau policies
impact community banks.

The Advisory Council shall advise generally on the Bureau's regulation of consumer
financial produets or services provided by community banks and other topics assigned
to it by the Director, as they relate to community banks. To carry out the Advisory
Council’s purpose, the scope of its activities shall include providing information and
analysis in support of recommendations to the Bureau. The output of Advisory Council
meetings should serve to better inform the CFPB's policy developinent, rulemaking, and
engagement functions as thev relate to community banks.

4. Description of Duties.

The duties of the Advisory Council are solely advisory and shall extend only to the
submission of advice and recommendations to the Bureau relating to the activities and
operations of comimunity banks, which shall be non-binding on the Bureau. To ensure
understanding of compliance and regulatory challenges faced by cominunity hanks,
inclusion on the Advisory Council will be limited to community bank employces. No
determination of fact or policy will be made by the Advisory Council, and the Advisory
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Council will have no formal decision-making role and no access to confidential
supervisory or other confidential information.

5. Agency or Official to Whom the Commitiee Reports,
The Advisory Council reports to the Director.

6. Support.

The Bureau's Advisory Board and Councils office will support the Advisory Council's
activities to the extent permitted by law and subject to the availability of resources and
shall ensure compliance with requirements laid out in the Federal Advisory Committee
Act, as amended.

7. Estimated Annual Operating Costs and Staff Years.
The estimated annual operating cost is about $300.000 per vear, including staff time. It
is estimated that CFPB annual staff support is 2 person-vears.

8. Designated Federal Officer.

The Designated Federal Officer ("DFQ"} is the Advisory Board and Councils office Staff
Director (“Staff Director™), who is a full-time or permanent part-time employee. The
DFO shall ensure that the Advisory Council operates in accordance with the
requirements under the Federal Advisory Committee Act and the terms of the charter.
The DFO (or alternate DFO) or will approve or call all of the Advisory Council
committee and Advisory Council subcommittee meetings, if any., preparc and approve
all meeting agendas, attend all Advisory Council and subconimittee meetings, adjourn
any meeting when determined to be in the public interest, and chair meetings when
directed by the Bureau Director,

9. Estimated Number and Frequency of Meetings.
The Advisory Council shall meet in person from time to time at the call of the DFQ, but
at a minimum, shall meet at least two times in each vear,

10. Duration.
The Advisory Council will be necded on a continuing hasis.

11, Termination.
This Advisory Council will terniinate two vears after the date that this Charter is filed
unless renewed prior to that date by appropriate action.

12. Membership and Designation.

The Director shall appoint the members of the Advisory Council. In appointing
members to the Advisory Council, the Director shall seek to assemble members with
diversc points of view, institution assct sizes, and geographical backgrounds. Only
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bank or thrift employees (CEOs, compliance officers, government relations officials,
etc.) will be considered for membership. Membership is limited to emplovees of banks
and thrifts with total assets of $10 billion or less that are not affiliates of depository
institutions or credit unions with total assets of more than $10 billion.

The Advisory Council will consist of approximately 15 to 20 members. All members
shall serve at the pleasure of the Director, All members appointed by the Director shall
serve at the pleasure of the Director. The Advisory Council will be composed
exclusively of representatives of the community banking industry as deseribed above.
No Special Government Emplovees and no Regular Government Employees are
expected to serve on the Advisory Council.

13. Subcommittees.

The Bureau may establish and dissolve subcommittees, in consultation with the
Advisory Committee. Any subcommittees shall report back to the Advisory Council.
Subcommittees may include individuals who are members of the Advisory Council.
Committees may, from time to time, with the approval of the DFO, call on individuals
who are not members of the Advisory Council (including Bureau staff), for the sole
purpose of providing specific domain expertise and knowledge to the subcommittee.
These are not temporary members of the subcommittee. The subcommittees, if any,
may not provide advice or work products directly to the Bureau.

14. Recordkeeping.

The records of the Advisory Council and any subcommittees thereof will be handled in
accordance with General Records Schedule 6.2 and applicable agency records
schedules. The records will be available for public inspection and copying, subject to the
Freedom of Information Act, 5 U.S.C. 552.

15. Filing Date.

This Council is authorized to meet and take action as of the date of the filing of this
charter on IMQ’/Z ch Zf , 2017. This charter has been filed with the Director of
the CFPB, the U.S. Senate Committee on Banking, Housing, and Urban Affairs, the U.S.
House of Representatives Committee on Financial Services, and the Committee
Management Secretariat of the General Services Administration, and furnished to the
Library of Congress.

Signed:
M (/%% Date: 3/&2}/; Vi

Richard Cordray
Director
Consumer Financial Protection Bureau
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March 27, 2017

The Honorable Mike Crapo

Chairman

Committee on Banking, Housing, and Urban Affairs
United States Senate

534 Dirksen Senate Office Building

Washington, D.C. 20510

Dear Chairman Crapo,

Enclosed please find copies of the Consumer Financial Protection Bureau’s charters for the
Consumer Advisory Board, Community Bank Advisory Council, Credit Union Advisory Council,
and the Academic Research Council, being re-established for the purposes of complying with the
requirements of the Federal Advisory Committee Act, as amended, 5 U.S.C. App.

Notice of this charter filing will be published in the Federal Register, and copies will be filed with
the United States Senate Committee on Banking, Housing, and Urban Affairs, and the United
States House of Representatives Committee on Financial Services.

Should you have any questions, please do not hesitate to contact me at (202) 435-9711.

Sincerely,

LLLH

Catherine Galicia
Assistant Director for Legislative Affairs



March 27, 2017

The Honorable Jeb Hensarling
Chairman

Committee on Financial Services
United States House of Representatives
2129 Rayburn House Office Building
Washington, D.C. 20515

Dear Chairman Hensarling,

Enclosed please find copies of the Consumer Financial Protection Bureau’s charters for the
Consumer Advisory Board, Community Bank Advisory Council, Credit Union Advisory Council,
and the Academic Research Council, being re-established for the purposes of complying with the
requirements of the Federal Advisory Committee Act, as amended, 5 U.S.C. App.

Notice of this charter filing will be published in the Federal Register, and copies will be filed with
the United States Senate Committee on Banking, Housing, and Urban Affairs, and the United
States House of Representatives Committee on Financial Services.

Should you have any questions, please do not hesitate to contact me at (202) 435-9711.

Sincerely,

s

Catherine Galicia
Assistant Director for Legislative Affairs
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March 27, 2017

The Honorable Maxine Waters

Ranking Member

Committee on Financial Services

United States House of Representatives

4340 Thomas P. O'Neill, Jr. House Office Building
Washington, D.C. 20515

Dear Ranking Member Waters,

Enclosed please find copies of the Consumer Financial Protection Bureau’s charters for the
Consumer Advisory Board, Community Bank Advisory Council, Credit Union Advisory Council,
and the Academic Research Council, being re-estahlished for the purposes of complying with the
requirements of the Federal Advisory Committee Act, as amended, 5 U.S.C. App.

Notice of this charter filiug will be published in the Federal Register, and copies will be filed with
the United States Senate Committee on Banking, Housing, and Urban Affairs, and the United

States House of Representatives Committee on Financial Services.

Should you have any questions, please do not hesitate to contact me at (202) 435-9711.

Sincerely,

Catherine Galicia
Assistant Director for Legislative Affairs

Enclosures
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March 27, 2017

The Honorable Ann Wagner

Chairman

Subcommittee on Oversight and Investigations
Committee on Financial Services

U.S. House of Representatives

2129 Raybum House Office Building
Washington, D.C. 20515

Dear Chairman Wagner:

Thank you for your March 10, 2017 letter about the Consumer Financial Protection Bureau's
proposal to revise its rule regarding the treatment of its confidential information.! As you know,
the Bureau first published its rule as an interim final rule in July 2011, followed by a final rule in
February 2013. In August 2016, the Bureau issued a notice of proposed rulemaking that proposed
to amend the rule to clarify, correct, and amend certain provisions. The comment period closed in
October 2016, and the Bureau is still in the process of reviewing the comments received by
stakecholders as it finalizes the rule.

The Bureau’s proposal is based on our experience over the last several years and our interest in
being transparent about how the Bureau protects confidcntial information. In addition to
addressing the treatment of confidential information obtained from persons in connection with the
exercise of the Bureau's authorities under Federal consumer [inancial law. the Bureau has also
proposed amendments to the procedures used by the public to obtain information from the Bureau
under the Freedom of Information Act, the Privacy Act of 1974, and in legal proceedings.

Your letter raises what we agree are serious concerns about certain aspects of the Bureau's
proposed interpretation and implementation of 12 U.S.C. § 5512((:)(6),2 and with our proposal to
expand 12 C.F.R. 1070.42 to address our enforcement activities in additton to our supervisory
activities.” These and similar concerns were also expressed in numerous comments and other
feedback received by the Bureau (including from your colicagues), and we have taken them under
active consideration as we move forward with our ongoing wosk on the rule. We intend to address
these concerns specifically in our response to the comments in the final rule, in accordance with
our obligations under the Administrative Procedure Act.

' Amendments Relating to Disclosure of Records and Information. 81 Fed. Reg. 58.310 (Aug,. 24, 2016).
* See id. a1 58,317
' See id. at 38,316,



Your letter requests legal analysis and other information related to the proposal under consideration

the Bureau’s ongoing rulem ing. We anticipate that your concerns will be addressed when the
Bureau issues its final rule. If your concems are not fully addressed at that time, we will be happy
to work v h you and your staff to provide you with additional information.

Thank you again for bringing your perspective on these matters to my attention. Should you have
any additional questions, please do not hesitate to contact me or have your staff contact Patrick
O"Brien in the Bureau's O e of Legislative Affairs or Anne Tindall in the Bureau's Legal

Division. Mr. O’Brien can be reached at (202) 435-7180 and Ms. Tindall can be reached at (202)
435-9591.

Sincerely,

Richard Cordray
Director

cc: The Honorable Al Green, Ranking Member
Subcommittee on Oversight and Investigations
Committee on Financial Services



March 29, 2017

The Honorable Sherrod Brown

Ranking Member

Committee on Banking, Housing, and Urban A ffairs
United States Senatc

534 Dirksen Senate Office Building

Washington, DC 20510

Dear Ranking Member Brown:
Enclosed please find the Consumer Financial Protection Bureaun's Notification and Federal
Employee Antidiscimination and Retaliation Act (No FEAR Act) Annual Report, as required

under Section 203 of the No FEAR Act.

Should you have any questions concermning the report, please feel free to contact me at (202) 435-
9711.

Sincerely,

Catherine Galicia
Assistant Director for Legislative Affairs









= Prioritize diversity and inclusion and EEQ training, including the annual mandatory No
FEAR Act and anti-harassment trainings, as every Bureau employee is responsible for
learning about these issues and putting what you learn into practice every day.

As independent auditors have indicated, the policies and processes we have implemented to
ensure compliance with EEO laws here at the Bureau are robust and working. The data in this
annual No FEAR Act report shows that the numbers of informal and formal EEO complaints
filed with OCR continue their two-year downward trajectory. Meanwhile, we will remain vigilant
against any form of discrimination, harassment, or retaliation at the Bureau. And we will
continue our many and varied efforts to foster the inclusive, discrimination-free culture the law
demands and our employees deserve.

Sincerely,

Richard Cordray
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1. Purpose of report

Congress passed the Notification and Federal Employee Antidiscrimination and Retaliation Act
of 2002 — the “No FEAR Act” - to hold federal agencies more accountable for violations of
antidiscrimination and whistleblower protection laws.' Congress found that “requiring annual
reports to Congress on the number and severity of discrimination and whistleblower cases
brought against each Federal agency should enable Congress to improve its oversight over
compliance by agencies with the law.”?

Therefore, the No FEAR Act requires each agency, no later than 180 days after the end of each
fiscal year, to submit a report to the Speaker of the House of Representatives, the President pro
tempore of the Senate, the Committee on Governmental Affairs of the Senate, the Committee on
Government Reform of the House of Representatives, each committee of Congress with
jurisdiction relating to the agency, the Equal Employment Opportunity Commission {(EEOC),
and the Attorney General of the United States.® Regulations from the Office of Personnel
Management (OPM) implementing the No FEAR Act, 5 Code of Federal Regulations (C.F.R.)
Part 724, Subpart C, also require the submission of this annual report to the Director of OPM.2

The annual report must provide the following information:

" SeePub. L. No. 107-174, 116 Stat. 566 {2002).
2 pub, L. No. 107-174, Section 101{7).
3 pub, L. No, 107-174, Section 203(3).

45 C.F.R §724.302(c)(8).

B CONSUMER FINANCIAL PROTECTION BUREALI






2. Background

CFPB Mission

CFPB is the nation’s first federal agency focused solely on consumer financial protection. The
Dodd-Frank Wall Street Reform and Consumer Protection Act® created CFPB to protect
consumers and to encourage fair and competitive consumer financial markets. CFPB officially
began operations on_July 21, 2011. At the end of FY 2016, the Bureau consisted of 1,645
employees (permanent and temporary).

CFPB’s mission is to make markets for consumer financial products and services work for
people in America — whether they are applying for a mortgage, choosing among credit cards, or
using any number of other consumer financial products. CFPB helps consumer finance markets
work by making rules more effective, by consistently and fairly enforcing those rules, and by
empowering consumers to take more control over their lives. When CFPB achieves its mission, it
will have facilitated the development of a consumer finance marketplace where consumers can
see prices and risks and can easily make product comparisons. The envisioned consumer finance
marketplace will work for consumers in America, responsible providers, and the economy.

CFPB is achieving its mission and vision through data-driven analysis, innovative use of
technology, and valuing great teamwork and top talent. CFPB is using data purposefully to
support informed decision-making in all internal and external functions. CFPB strives to be an
innovative, 21st century agency in its approach to technology. Finally, CFPB invests in world-

6 See Pub, L. No. 111-203, 124 Stat. 1376 (July 21, 2010),
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the Office of Minority and Women Inclusion (OMWTI). The Director of OEOF reports directly to
the Director of CFPB.

QCR, the Bureau’s Equal Employment Opportunity (EEQ) office, has operated since February
2013, It works to ensure that CFPB complies with all federal EEQ laws and related civil rights
protections. OCR provides a neutral forum for the discussion, investigation, and resolution of
certain EEQ matters and manages the Bureau’s EEO complaint process pursuant to 29 C.F.R.
Part 1614. OCR also strives to integrate EEO into CFPB’s everyday work. Through its daily
activities, OCR preserves and enhances the six elements identified by the Equal Employment
Opportunity Commission as essential for a Model EEQ Program — demonstrated commitment
from Agency leadership; integration of EEO into the Agency’s strategic mission; management
and program accountability; proactive prevention of unlawful discrimination; efficiency; and
responsiveness and legal compliance.”

OCR works to empower individuals to participate constructively to their fullest potential in
support of CFPB’s mission. OCR endeavors to ensure that CFPB reflects the rich diversity of the
nation and provides a full and fair opportunity for all employees and applicants, and that CFPB
employees have the working environment that will support them in their efforts to protect
consumers. To facilitate these objectives, OCR provides policy and technical advice on EEO and
civil rights to the CFPB Director and senior leadership.

The Director of OCR (like the Director of OEOF) reports directly to the Director of CFPB. OCR
emphasizes and maintains its neutrality and impartiality, which is critical to having an efficient
and fair EEQO complaint resolution process. This ensures that employees and managers know
that the pre-complaint and investigation stages of the Part 1614 process are not adversarial, that
OCR will provide a neutral and impartial factual record, and that, when requested, OCR will
issue a final decision assessing the facts and law to determine whether or not one or more of the
applicable employment discrimination laws have been violated.

7 See EEOC Management Directive 7'7 /7= 20NN AMAR D4E Ba el A —me o T T - - 2 Dahahilitation Act
Programs, at Section II, available a
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The OCR Director exercises full authority to carry out the Part 1614 functions of OCR without
Legal Division (i.e., General Counsel) involvement, thus ensuring impartiality and removing any
possible conflict of interest. Legal resources within OCR make this possible. OCR staff,
sometimes with the assistance of contractors, conducts legal sufficiency reviews of EEQ matters,
which includes issuing accept/dismiss decisions addressing jurisdiction over, and scope of,
claims set forth in formal complaints, Reports of Investigations (ROIs), and Final Agency
Decisions {FADs). The Legal Division, which defends the Bureau in these matters, is firewalled
from all activities within OCR and only participates during adversarial portions of the EEQ
process (hearings and appeals), and during settlement negotiations, or to provide appropriate
legal advice or assistance when a manager or supervisor requests it during the course of an EEQ
investigation. All other Bureau offices are similarly firewalled and kept separate as necessary
and appropriate to avoid conflicting or competing interests.

At the same time, while OCR maintains primary responsibility for the Agency’s overall EEQ
program, it collaborates extensively with both OMWI and the Bureau’s Office of Human Capital
(OHC) to ensure fairness and equality under the law for all employees and applicants for
employment. Pursuant to Section 342 of the Dodd-Frank Act, OMWI develops standards for
equal employment opportunity and diversity, which OHC incorporates into CFPB Human
Capital Management. OCR, OMWI, and OHC monitor the impacts and results of these
standards, cultivate successful policies and practices to reinforce them, and develop
enhancement strategies to strengthen all EEQ and diversity and inclusion programs Bureau-
wide. OCR cooperates with OHC, in particular, related to the disability reasonable
accommodation and harassment prevention programs OHC administers. OCR maximizes
appropriate partnerships with Bureau leadership, management, diversity committees (such as
the Agency's Executive Advisory Council (EAC) and Diversity and Inclusion Council of
Employees (DICE)), Employee Resource Groups, other employees, and with the National
Treasury Employees Union {NTEU) to achieve OCR’s and the Bureau’s mission and vision.
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3. Data and Analysis

The information in this section meets the reporting requirements of the No FEAR Act and its
implementing regulations. The information presented includes:

Subsection 3.1 - EEO Complaint Activity in Federal Court and Status/Disposition

» Subsection 3.2 - Judgment Fund Reimbursements and Budget Adjustments

= Subsection 3.3 - Number of Employees Disciplined and Applicable Discipline Policy
= Subsection 3.4 - Summary of Complaint Data

= Subsection 3.5 - Analysis of Data Provided

3.1 EEO complaint activity in federal court
and status/disposition

The laws covered by the No FEAR Actinclude:

= Title VII of the Civil Rights Act of 1964, a5 amended, 42 U.S.C. § 2000e-16 (race, color,
religion, sex {including pregnancy, gender identity, and sexual orientation}, national
origin, and reprisal);

* The Age Discrimination in Employment Act of 1967, a5 amended, 29 U.S.C. 85 631,
633a (age (40 and over) and reprisal);

= The Equal Pay Act of 1963, as amended, 29 U.S.C. § 206(d) (sex-based wage
differentials and reprisal);
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= Section 501 of the Rehabilitation Act of 1973, as amended, 29 U.5.C. 8 791 (physical
and mental disabilities and reprisal);

» The Genetic Information Nondiscrimination Act of 2008, 42 U.5.C. 5 2000ff ef seq.
{genetic information about an individual or individual’s family members and
reprisal);® and

= The Civil Service Reform Act of 1978, 5 U.5.C. §8 2302(b)(1}, (b)}{8), (b)(9) (race, color,
religion, sex, national origin, age, disability, marital status, political affiliation, and
whistleblowing and related reprisal).

In FY 2016, the Bureau had two civil actions pending or resolved in United State district court
related to one or more of these No FEAR Act faws. One case, involving allegations under the
Equal Pay Act Of 1963, remained pending as of the end of FY 2016. The other case, which
involved allegations under Title VII of the Civil Rights Act of 1964, was dismissed by the district
court at the end of FY 2016 and is no longer pending.

3.2 Judgment fund reimbursements and
budget adjustments

The Judgment Fund is a permanent, indefinite appropriation available to pay final money
judgments and awards against the United States. The Judgment Fund Branch in the Bureau of
the Fiscal Service of the U.S. Department of the Treasury administers the Judgment Fund.®

8 Neither the No FEAR Act {enacted in 2002) nor implementing regulations (finalized and published in the Federal
Register in 2006) have been amended to include reference to the Genetic Information Nondiscrimination Act of 2008
(GINA}. Nonetheless, in the interests of completeness, CFPB will include relevant data here on any federal court cases
or EEOQ compiaints alleging viclations of GINA, No such cases or complaints have been filed to date.

% Se
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The No FEAR Act requires federal agencies to reimburse the Judgment Fund for payments to an
employee, former employee, or applicant for Federal employment, in accordance with 28 U.S.C.
8§ 2414, 2517, 2672, 2677, or with 31 U.S5.C. § 1304, that involves alleged discriminatory or
retaliatory conduct described in 5 U.S.C. 85 2302(b)(1) and {b){8) or (b)(9) as applied to conduct
described in 5 U.5.C. 88 2302(b){(1) and/or (b)(8), or conduct described in 29 U.5.C. 8 206(d),

29 U.5.C. 8§ 631 and 6333, 29 U.5.C. § 791, and 42 U.5.C. § 2000e-16.

In FY 2016, the Bureau neither made reimbursements to the_Judgment Fund nor needed to
adjust its budget to comply with No FEAR Act reimbursement requirements. CFPB will not be
accessing the Judgment Fund; other sources of funds are available for these purposes.™

3.3 Number of employees disciplined and
discipline policy

CFPB has put in place various personnel-related policies and procedures that aid in the
proactive prevention of discrimination and increase management and program accountability.
Having clear and concise policies and procedures minimizes subjectivity, prevents
misunderstandings about what CFPB expects from its employees and management officials,
clarifies the roles and responsibilities of the various offices within the Bureau, and creates an
environment and expectation of consistency in personnel decision-making Bureau-wide,
Management officials follow the policies and procedures listed in Table 1 below.

0 See Pub. L. No. 107-174, Section 201(b); see afs05 C.F.R. §§ 724.102, 103.

1 SeePub, L. No. 111-203, Section 1017.
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= Take or not take actions without regard to race, color, religion, national origin, disability,
protected genetic information, marital status, age, sex (including pregnancy, gender
identity, and gender nonconformity), sexual orientation, reprisal, parental status,
political affiliation, or any other non-merit factor prohibited by 5 U.5.C. § 2302, except
as required by law.

This policy also explains that:

To ensure that aff employees are working in a safe and productive environment and
that the CFPB is abje to operate at optimum efficiency, CFPB has established certain
expectations for the persona/ conduct of its employees. These expectations are uniform
throughout the CFPB. Employees are expected fo be professional, courteous and
respectful at all times whife on duty, CFPB also may consider an employee’s off-duty
conduct to constitute misconauct if there /s a nexus between the off-duty conduct and
the efficiency of the service. While it is anticipated that most problems will be resofved
informally through the cooperation of employees with their supervisors, misconduct
may result in disciplinary or adverse action. Appropriate action may inclide 2
reprimand, suspension, demaotion, or other actions, up to and including removal from
CFPB, depending on the offense and circumstances. CFPB is committed to complying
with all federal laws governing the discipline of its employees, including applicable due
process and appeal rights.

The Bureau’s policy provides a list of actions deemed unacceptable, which may result in
disciplinary or adverse action, up to and including removal from CFPB. The list includes
“Engaging in discrimination, harassment, or other inappropriate conduct.”

The Bureau’s Procedures Related to Harassment and Inappropriate Conductsimilarly prohibit
discriminatory harassment. According to these procedures:

16

It is CFPB’s policy fo ensure that every employee enjoys a work environment free from
discriminatory harassment, Discriminatory harassment is a violation of the Federal
civil rights laws and will not be tolerated atr CFPB. Even inappropriate conduct that is
not of sufficient severity to constitute harassment as a matter of law /s considered
misconduct. CFPB will address complaints about such inappropriate conduct when
first reported and will discipline employees where necessary for the protection and
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3.4 Summary data

Appendix C contains a summary of the Bureau’s Part 1614 EEO complaint activity for FY 2016
and prior fiscal years.

3.5 Analysis of complaints

Under the No FEAR Act, agencies in their annual reports must analyze certain complaint-
related data, including (1) an examination of trends; (2) causal analysis; (3) practical knowledge
gained through experience; and {4) any actions planned or taken to improve complaint or civil
rights programs of the agency.’ This analysis, along with an overview of CFPB’s workforce data
(for context), is provided below.

Workforce Demographics

As of the end of FY 2016, the total CFPB workforce was 1,645 employees, including 1,494
permanent employees and 151 temporary employees (including staff on temporary
appeintments and interns). The total workforce grew by 112 employees during FY 2016,
representing a rate of change of 7.31 percent.

During FY 2016, all EEO group populations'® experienced net growth with the exception of
males and females of two or more races and American Indian/Alaska Native males and females.

15 SeePub. L, No. 107-174, Section 203(a)(7); see afs05 C.F.R, § 724.302(a)}(7).

'6 Federal agencies generally must report statistical information on the racial and ethnic categories of employees and
applicants as prescribed by the Office of Management and Budget (OMB) in Statistical Policy Directive No. 15, Race
anAd Fthnir Standards far Fadaral Gtatictire and Adminictrative Pnnnrting {OMB Directive 15). See

Jnder these standards, employees self-identify
as OEIONZINE [0 ONE OF TOre 0T INe TONOWINE racial groups: american Indian or Alaska Native, Asian, Black or African
American, Native Hawaiian and Other Pacific Islander, and/or White. Regardiess of race(s) selected, employees may
identify as Hispanic or Latino as well.
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Compared to the U.5. Census Civilian National Labor Force (CLF),"” overall CFPB demographics
have not changed significantly since FY 2015. White men, followed by White women, comprise
the largest racial groups in CFPB, followed by Black women and Black men, respectively.

Males totaled 767 or 51.34% of the permanent workforce — a decrease from 52.56% in FY 2015
and slightly lower when compared to the CLF availability of 51.86%. Females totaled 727 or
48.66% of the permanent workforce, an increase from 47.44% in FY 2015, and slightly higher as
compared to the CLF availability of 48.14%.

There was a growth of 11 new employees with reportable disabilities from the beginning to the
close of FY 2016, representing a net change of 8.27 percent, which exceeds the rate of change for
the total workforce.

TABLE 2: TOTAL WORKFORCE — FY 2015
%o 6.20% 64.12% 18.85% 9.20% 0.13% 0.78% 0.72%
Male 805 50 560 110 72 ] 8 5

" The CLF is derived from the 2006-2010 American Community Survey (ACS) Equal Employment Opportunity
Tabulation {EEQ Tabulation). The EEO Tabuiation was criginally released by the U.S. Census Bureau on November
29, 2012, It provides external benchma - T ’ id
Armformimminmelfarma 20l rights IaWS. 5"

8 This includes permanent and temporary empioyees (including staff on temporary appointments and interns).
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Pending Complaints

In FY 2016, the Bureau saw a decrease in the number of formal complaints pending at the end of
the fiscal year compared with previous fiscal years (21 pending at the end of FY 2016 compared
to 32 at the end of FY 2015), and in the corresponding number of complainants (17, compared to
25 in FY 2015).

As of the end of FY 2016, there were zero formal complaints filed in previous fiscal years
remaining in the investigation or ROI-issued/election phases. By contrast, at the end of FY 2015,
eight formal complaints filed in previous years remained pending in the investigation phase, and
two filed in previous years remained pending in the ROI-issued/election phase. As of the end of
FY 2016, only two formal complaints remained pending in the Final Agency Action phase, down
from six in FY 2015. Complaints pending at the hearing phase (18, compared to 12 in FY 2015)
and appeal phase (six, compared to four in FY 2015) increased from FY 2015.1¢

Figure 1 and Figure 2 present this data and related data for other previous fiscal years.

'3 Hearings and appeal stages of the Part 1614 EEQ complaint process are managed by the EEQC, If a complainant
requests an EEQC hearing the matter becomes adversarial and the Bureau’s Legal Division {(not OCR} represents
CFPB as a party in the proceeding, including on any administrative appeal filed with EEQC"s Office of Federal
OCperations.

21 CONSUMER FINANCIAL PROTECTION BUREALI






Total New Complaint Filings and Number of Complainants

During FY 2016, the Bureau experienced a decrease in the number of formal complaints filed
compared with FY 2015 (from 22 to 19).2° This follows a similar decrease in formal complaints
filed in FY 2015 compared with FY 2014 (from 25 to 22).

The 18 complainants?' who filed formal complaints in FY 2016 represent 1.09 percent of CFPB's
total workforce of 1645 individuals.?? This represents a decrease of 0.15 percent compared to FY
2015, when the ratio (of 19 complainants as a percentage of the total workforce of 1533
individuals) was 1.24 percent.

20 Three of the 19 formal complaints listed as having been filed in FY 2016 began as putative class complaints filed in
a previous fiscal year. In FY 2016, an EEOC Administrative_Judge (A]} denied class certification in all three matters,
requiring the matters to then be processed as individual complaints. See29 C.F.R. § 1614.204{d)(7). Total new formai
complaints filed in FY 2016 thus equal 16,

21 One employee filed more than one formal complaint in FY 2016,

22 This ratio drops to 0.91 percent if complainants who filed class complaints in previous fiscal years are excluded in
calculating the FY 2016 ratio. (15 complainants/1645 total employees = Q.91 percent.)
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These average processing times for investigations of formal complaints are attributable to a
variety of factors: (1) The need to procure outside contractors to conduct EEO investigations; (2)
an increased emphasis on enhancing the quality of EEO investigations, which requires review of
contractor work and thus lengthier investigations; (3) the volume of complaints and open cases
from prior fiscal years; (4) the filing of amendments in a significant portion of all formal
complaints; and (5) allocation of existing staff resources to other needs, including external
audits and change-management initiatives related to complaint tracking (discussed below).

Almost all investigations of formal complaints completed in FY 2016 were completed within
regulatory timeframes (including timeframes extended due to amendments or permissible
extensions). In FY 2016, OCR processed 89.5 percent of its formal complaints within regulatory
timeframes.?' This compares favorahly with the government-wide average of 73 percent for the
most recent year for which data is available.*?

As of the end of FY 2016, CFPB had zero pending complaints where investigations exceeded the
required time frames.

In FY 2016, Final Agency Decisions (FADs) were completed in an average of 60.83 days. The
Agency issued six FADs in FY16. Two of these were complicated FADs that needed

3V CFPB closed investigations in 19 matters during FY 2016, Seven of those cases had amendments, two of which had
multiple amendments, which elongated investigation times. Seven of the 19 cases had complainant-approved
extensions ranging from 15-90 days, which elongated investigation times. Many of these cases involved complex and
numerous claims, which contributed to longer investigation times (e.g., the number of claims in the 19 cases ranged
from one to 16 claims per case). Further, two cases were held in abeyance for a portion of the investigation time. Two
of the 19 investigations were considered untimely by EEOC regulations, and another 2 exceeded 360 days, which is
permitted undey {rridnmon fons dha FEAS San EXOAC Msosmnmnne £ Mienstiin AAA S8 s DNAEY sk Thamiar §, Section
ILA.1, available a "Regardless of
AMENAMENT OF €Ot truirmninns vt iy s ren s o i1 s w1 et b S reas o8 s s e s ol Y5, UNIESS
there is a written extension of not more than 90 days.”}.

32 CaaFENT BV N1A Anriial Rannart antha Eadaral Warlfarra at Fvar|tive Summary' available at

"Government-wide, a total of 11,281
o o L, . _ _venty-three percent of the investigations were
completed in a timely manner, up from 67.2 percent the previous year. Without the United States Postal Service's
(USPS} investigations, the government-wide average was 64.7 percent, which is an increase from the 55.7 percent
average in FY 2013.").
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anti-retaliation rules and best practices for avoiding it, as well as vigorously enforce
Bureau policy and federal law prohibiting it.

The number of formal complaints filed alleging race discrimination declined again in FY
2016 (a two-year downward trend that began after FY 2014). The number of formal
complaints filed alleging color, sex, and/or disability discrimination also declined in FY
2016. CFPB will continue to robustly enforce all anti-discrimination statutes and
emphasize training on legal requirements that may he more complex, such as in the area
of disability discrimination law (including the need to provide reasonable
accommodations).

When practicable, given the Bureau’s current slightly higher-than-government-wide
average complainant/total workforce ratio and its focus on increasing work product
quality, complaint processing times should be reduced. The Bureau will continue to
leverage available personnel resources and technology to align complaint processing
times with all regulatory requirements, wherever possibte. CFPB also will deploy a
Blanket Purchase Agreement (BPA) for investigative services and evaluate its
effectiveness in reducing complaint processing times while enhancing work product
(e.g., Report of Investigation) quality.

The Bureau will focus on these and the following objectives during FY 2017 and FY 2018:

36

Continuing to incorporate the EEQC's six essential elements of a model EEQ program
to achieve greater program effectiveness;

Briefing senior leadership on the state of the EEQ program to reaffirm support for the
program; provide awareness of issues and trends, systemic or otherwise; and to solicit
input on strengthening the Bureau’s EEO program;

Continuing to process all informal and formal complaints and requests for ADR in
compliance with 29 C.F.R. Part 1614 and EEOC Management Directive 110;

Maintaining accuracy and efficiency of EEQ complaint data monitoring, tracking, and
reporting through continued use of iComplaints and continued enforcement of robust
internal controls related to data tracking and monitoring;

Leveraging internal communication channels to distribute EEO-related information
through the use of various media, including electronic media, informational brochures,
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3.6 No FEAR Act training

The No FEAR Act requires each Federal agency to train all employees regarding the rights and
remedies applicable to them under the relevant antidiscrimination and whistleblower protection
laws.33 OCR, OMWI, and OHC recognize the indispensable role training and education play in
raising awareness of EEQO-related rights and responsibilities and fostering a civil, respectful, and
inclusive work environment.

The Bureau uses various media and other innovative means to train and educate CFPB
Executives, managers, supervisors, and employees about EEO concepts, rights, and policies.
These efforts assist in ensuring that EEO is integrated into the Agency's strategic mission and
crucial EEO-related information is readily accessible at all times. The Bureau makes use of
virtually all of the ideas suggested by the EEOC in its September 2014 publication entitled
“Preserving Access to the Legal System: A Practical Guide to Providing Employees with
Adequate Information about Their Rights under Federal Equal Employment Opportunity (EEO)
Laws and Regulations.”3* The various means used to distribute information are described in the
table below.

33 See Pub. L. No. 107-174, Section 202(c); see a/s65 C.F.R, §724.203.

34 This guidance is available
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helpful.) The OCR intranet page also contains contact and location information for OCR,
including contact information for all OCR staff, to ensure that employees can easily seek OCR's
assistance in person or virtually.
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APPENDIX A:

Legislative and regulatory
requirements

Section 203 of the No FEAR Act (Pub. L. No. 107-174) requires:

(3} Annual Report. — Subject to subsection (b}, not later than 180 days after the end of each
fiscal year, each Federal agency shall submit to the Speaker of the House of Representatives, the
President pro tempore of the Senate, the Committee on Governmental Affairs of the Senate, the
Committee on Government Reform of the House of Representatives, each committee of
Congress with jurisdiction relating to the agency, the Equal Employment Opportunity
Commission, and the Attorney General an annual report which shall include, with respect to the
fiscal year —

(1) The number of cases arising under each of the respective provisions of law covered by
paragraphs (1) and (2) of section 201(a) in which discrimination on the part of such agency
was alleged;

{(2) The status or disposition of cases described in paragraph (1);

(3) the amount of money required to be reimbursed by such agency under section 201 in
connection with each of such cases, separately identifying the aggregate amount of such
reimbursements attributable to the payment of attorneys’ fees, if any;

{4) The number of employees disciplined for discrimination, retaliation, harassment, or any
other infraction of any provision of law referred to in paragraph (1);

{5) The final year-end data posted under section 301{c)(1){B) for such fiscal year (without
regard to section 301(c}(2));

{6} A detailed description of —
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APPENDIX B:

The Director’'s annual EEO and
anti-harassment policy
statement
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Tre e 11 are

September 2016

MEMORANDUM TO: All CFPB Employees

FROM: Richard Cordray
Director

SUBJECT: Annnal EEO and Anti-Harassment Policy
Statement

Dear Colleagues:

Attached is my annual Policy Statement on Equal Employment Opportunity (EEQ)
and Workplace Harassment. I ask everyone in the Bureau to read it carefully.

[ am proud of our recent accomplishments that have helped to make the Bureau a
fairer, more inclusive, diverse, and welcoming workplace. As the Government
Accountability Office {GAQ) recently explained in a report that reflected its
recognition of the extensive work that we have been doing around these issues, the
Bureau:

has expanded management training, developed new guidance on
personnel practices, and developed a new performance management
systent. CFPB has made progress in adopting leading diversity
management practices identified in prior GAC work, such as finalizing
a diversilty strategic plan, creating employee diversity groups, and
expanding diversity training. In addition, CFPB launched a new
initiative to strengthen its organizational culturc that includes
abtaining employce input on ideas for improving CFPB’s culture and
addressing employee concerns. Finally, CFPB has strengthened its
employee complaint processes by providing new training and guidance
and creating feedback mechanisms to help evaluate progress in some
areas.

More specifically, we have (among other things):

* Studijed the results of the annual AES survey an 0
respond to this invaluable feedback;

e Establishes iorms to strengthen CFPB culture;
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Hand-Delivery:

Office of Civil Rights
Consumer Financial Proteetion Burcau
1275 1st Street, NIL

Suile 261

Washington, D.C. 20002
Phonce:

202-435-9LL1L0O
1-875-233-0362
202-435-9742 (TTY)
E-mail:
CFPB_ELECtwefpb.gov

Fax:

202-435-0598
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The Director’'s FY 2016 annual
notice on the No FEAR Act and
whistleblower protection
laws/prohibited personnel
practices
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Frde 1or e

September 2016

MEMORANDUM TO: All CFPB Employees, Former Employees, and
Applicants for Employment at CFPB

FROM: Richard Cordray
Director
SUBJECT: FY16 Annual Notice on the No FEAR Act and

Whistleblower Protection Laws/Prohibited
Personnel Practices

AL kA R R WL LALLM AR A%l T LRAARALANA RS WL WAALAMAILA L LLRALIERA R ATAEE LA AR VP LA A h AN AR T

protection laws.” Pub. L. 107-174, Summary. Congress found in passing the No
FEAR Act that “agencies cannot be run effectively if those agencies practice or
tolerate discrimination.” Pub. L. 107-74, Title I, General Provisions, § 101(1).

The No FEAR Act also requires Federal agencies, including the Bureau, to provide
this notice to Federal employees, former Federal employees, and applicants for
Federal employment. This notice is intended to inform you of the rights and
protections available to you under Federal antidiserimination, civil service,
whistleblower protection, and antiretaliation laws.

Aptidiscrimination I

A federal ageney cannot discriminate or tolerate harassment against any employee or
applicant for employment on the basis of race, color, religion, sex {including
pregnancy, sexual orientation, transgender status, gender identity or expression,
gender non-conformity, or sex stereotyping of any kind}, national origin, age {40 and
ahove), disability, genetic information, marital status, parental status, political
affiliation, military service, union activities, whistleblower activity, or any cther non-
merit factor. Diserimination and harassment on these bases is prohibited by Federal
statutes and Executive Ordeys. See 5 U.S.C. §§ 2302(b}; 5 U.5.C. §§ 7101-7135; 29
U.5.C. § 2z06(d); 29 U.S.C. §631; 29 U.S.C. § 633a; 29 U.5.C. § 791; 38 U.5.C.

§§ 4301-35; 42 U.S.C. § z000e-16; 42 U.S.C. § zoooff et seq.; E.C. 11478; E.C.

13087; E.O. 13145; E.0. 13152; E.O. 13672,
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Phone:
202-435-0EEQ
1-855-233-0362
202-435-9742 (TTY})
L-mail:
CIFPB_EFOefpb.gov

Iax:

202-435-9508
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APPENDIX C:

Summary of complaint data

Equal Employment Opportunity Data Posted Pursuant to Title III of the Notification and
Federal Employee Antidiscrimination and Retaliation Act of 2002 (No FEAR Act), Pub. L. 107-
174, for the Consumer Financial Protection Bureau {(CFPB).

For the period ending Septamber 30, 2016,

*« Mixed-case complaints are included in this report.

» Calculations begin day after triggering event but include the last day of event per 29
C.F.R. §1614.604.
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1. Complaint activity

TABLE 6: COMPLAINT ACTIVITY

Number or
ronmnlainants

* Three of these complaints were putative class complaints filed in a previous fiscal year. In FY
2016, an EEOC Administrative Judge (AJ) denied class certification in all three matters,
requiring the matters to be processed currently as individual complaints. See 29 C.F.R.
§1614.204(d)(7). Total new formal complaints filed in FY 2016 thus equal 16.

33 The No FEAR Act and implementing regulations require agencies to report data for the previous five fiscal years.
CFPB opened officially on July 21, 2011, and accordingly does not have data to report for FY 2011,

36 For this purpose, “repeat filers” include only individuals who have filed more than one complaint during the

relevant fiscal year, This data dees not include individuals who may have filed more than one formal complaint but
who have never filed more than one complaint in any single fiscal year,
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1.2 Complaints by issue

TABLE 8:

Assignment of Duties

Conversion to Full
Time/Permanent Statiis

Performance
Fvahiatinn/Annraical

Medical Examination

Promotion/Non-Selection

Reinstatement

Retirement

Telework

Terms/Gonditions of
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COMPLAINTS BY ISSUE

13

10

13

11










































6. Investigation timeframes

TABLE 35: INVESTIGATIONS THAT EXCEED TIME FRAMES

# CONSUMER FINANCIAL PROTECTION BUREAU



March 29, 2017

The Honorable Jason Chaffetz

Chairman

Committee on Oversight and Government Reform
United States House of Representatives

2157 Rayburn House Office Building
Washington, DC 20515

Dear Chairman Chaffetz:
Enclosed please find the Consumer Financial Protection Bureau's Notification and Federal
Employee Antidiscrimination and Retaliation Act (No FEAR Act) Annual Report, as required

under Section 203 of the No FEAR Act.

Should you have any questions concerning the report, please feel free to contact me at (202) 435-
9711.

Sincerely,

s

Catherine Galicia
Assistant Director for Legislative Affairs



March 29, 2017

The Honorable Michael Crapo

Chaimman

Committee on Banking, Housing, and Urban A ffairs
United States Senate

534 Dirksen Senate Office Building

Washington, DC 20510

Dear Chairman Crapo:
Enclosed please find the Consumer Financial Protection Bureau's Notification and Federal
Employee Antidiscrimination and Retaliation Act (No FEAR Act) Annual Report, as required

under Section 203 of the No FEAR Acl.

Should you have any questions concerning the report, please feel free to contact me at (202) 435-
9711.

Sineerely,

Catherine Galicia
Assistant Director for Legislative A ffairs



March 29, 2017

The Honorable Elijah Cummings

Ranking Member

Committee on Oversight and Government Reform
United States House of Representatives

2471 Raybum House Office Building
Washington, DC 20515

Dear Ranking Meinber Curnmings:
Enclosed please tind the Consumer Financial Protection Bureau’s Notification and Federal
Empioyee Antidiscrimination and Retahiation Act (No FEAR Act) Annual Report, as required

under Section 203 of the No FEAR Act.

Should you have any questions concerning the report, please feel free to contact me at (202) 435-
9711.

Sincerely,

YLh

Catherine Galicia
Assistant Director for Legisiative Affairs



March 29, 2017

The Honorable Qrrin Hatch
President Pro Tempore

United States Senate

104 Hart Senate Office Building
Washington, DC 20510

Dear Senate President Pro Tempore:
Enclosed please {ind the Consumer Financial Protection Bureau’s Notification and Federal
Employee Anttdiscrimination and Retaliation Act (No FEAR Act) Annual Report, as required

under Section 203 of the No FEAR Act.

Should you have any questions conceming the report, please feel frec to contact me at (202) 435-
g711.

Sincerely,

/Z/#K

Catherine Galicia
Assistant Director for Legislative Affairs



March 29, 2017

The Honorable Jeb Hensarling
Chainman

Committee on Financial Services
United States House of Representatives
2129 Rayburm House Office Building
Washington, DC 20515

Dear Chairman Hensarling:
Enclosed please find the Consumer Financial Protection Bureau’s Notification and Federal
Employee Antidiscrimination and Retaliation Act (No FEAR Act) Annual Report, as required

under Section 203 of the No FEAR Act,

Should you have any questions concerning the report, please feel free to contact me at {202) 435-
9711.

Sincerely,

\/4/7//C

Catherine Galicia
Assistant Director for Legislative Affairs



March 29, 2017

The Honorable Ron Johnson

Chairman

Committee on Homeland Security and Governmental Affairs
United States Senate

340 Dirksen Senaie Office Building

Washington, DC 20510

Dear Chairman Johnson:
Enclosed please find the Consumer Financial Protection Bureau's Notification and Federal
Employee Antidiscrimination and Retaliation Act (No FEAR Act) Annual Report, as required

under Section 203 of the No FEAR Act.

Should you have any questions concerning the report, piease fecl frce to contact me at (202) 435-
9711.

Sincerely,

vyaa

Catherine Galicia
Assistant Director for Legislative Affairs



March 29, 2017

The Honorabte Claire McCaskill

Ranking Member

Cominittee on Homeland Security and Governmental Affairs
United States Senate

340 Dirksen Senate Office Building

Washington, DC 20510

Dear Ranking Member McCaskill:
Enclosed please find the Consumer Financial Protection Bureau’s Notification and Federal
Employee Antidiscrimination and Retaliation Act (No FEAR Act) Annual Report, as required

under Section 203 of the No FEAR Act.

Should you have any questions concerning the report, please feel fiee to contact me at (202) 435-
9711.

Sincerely,
Catherine Galicia
Assistant Director for Legislative Affairs



March 29, 2017

The Honorable Paul Ryan

Speaker

United States House of Representatives
H-209, The Capitol

Washington, DC 20515

Dear Speaker Ryan:
Enclosed please find the Consumer Financial Protection Bureau's Notification and Federal
Emnployee Antidiscrimination and Retaliation Act (No FEAR Act) Annual Report, as required

under Section 203 of the No FEAR Act.

Should you have any questions concerning the report, please feel free to contact me at (202) 435-
9711.

Sincerely,

a

Cathenine Galicia
Assistant Director for Legislative Affairs



March 29, 2017

The Honorable Maxine Waters

Ranking Member

Committee on Financial Services

United States House of Representatives

4340 Thomas P. O'Neill, Jr. House Office Butlding
Washington, DC 20515

Dear Ranking Member Waters:
Enclosed please find the Consumer Financial Protection Burcau’s Notification and Federal
Employee Antidiscrimination and Retaliation Act (No FEAR Act) Annual Report, as required

under Section 203 of the No FEAR Act.

Should you have any questions conceming the report, please feel free to contact me at (202) 435-
9711,

Sincerel .

Yhie

Catherine Galicia
Assistant Director for Legislative Affairs
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March 29, 2017

The Honorable Jeb Hensarling
Chairman

Committee on Financial Services
U.S. House of Representatives

2129 Raybumn House Office Building
Washington, D.C. 20515

Dear Chairman Hensarling:

I received your letter from last week and thank you for your continued interest in the Consumer
Financial Protection Bureau and in my own personal plans. As you noted, [ was nominated by the
President and confirmed by the Senate to serve a term of office that will be completed in July of
2018. In your letter, you ask whether I plan to serve my entire five-year term or whether there is
some other specific date on which 1 plan to resign. At this time, | have no further insights to
provide on that subject.

Thank you again.

Sincerely,

Richard Cordray
Director



March 29, 2017

Stuart Ishimaru

Director, Office of Minority and Women Inclusion
Consumer Financial Protection Bureau

1625 Eye Street N.W.

Washington, D.C, 20006

Dear Mr. Ishimaru:

We write to express our appreciation for your participation at our roundtablc on
Tuesday, March 21, 2017,

We are grateful for your willingness to speak at the event with relatively short
notice. Whilc we had to leave early for a series of votes on the Floor, we have
reccived positive responses from a number of stakeholders who attended the event
and are plcased that it was successful.

We look forward to continuing to work with you, and the other Dircctors of the
Offices of Women and Inclusion at the Federal financial services agencies, about

how to best promote workforce and supplier diversity matters.

Sincerely,

N7 7

MAXINE W TERS
Member of Conbress

cc: Honorable Richard Cordray, Director, Consumer Financial Protection Bureau




March 31, 2017

The Honorable Sherrod Brown

Ranking Member

Committee on Banking, Housing, and Urban A ffairs
United States Senate

534 Dirksen Senate Office Building

Wasbington, DC 20510

Dear Ranking Member Brown:
Enclosed piease find the Consumer Financial Protection Bureau's Consumer Response Annual
Report, as required under Section 1013{b)(3)(C) of the Dodd-Frank Wall Street Reform and

Consumer Protection Act.

Should you have any questions about the enclosed report, please contact me at (202) 435-9711.

Z/;Z/?//L

Catherine Galicia
Assistant Director for Legislative Affairs



March 31, 2017

The Honorable Michael Crapo

Chairman

Committee on Banking, Housing, and Urban A ffairs
United States Senatc

534 Dirksen Senate Office Building

Washington, DC 20510

Dear Chainman Crapo:

Enclosed please find the Consumer Financial Protection Bureau’s Consumer Response Annual
Report, as required under Section 1013(b)}(3)(C) of the Dodd-Frank Wall Street Reform and
Consumer Protection Act.

Should you have any questions about the enclosed report, please contact me at (202) 435-9711.
Sincerely,

&//// 7'//6,

Cathenne Galicia
Assistant Director for Legislative Affairs



March 31, 2017

The Honorable Jeb Hensarling
Chairman

Committee on Financial Services
United States House of Representatives
2129 Rayburn House Office Building
Washington, DC 20515

Dear Chainnan Hensarling:
Enclosed please find the Consumer Financial Protection Bureau's Consumer Response Annual
Report, as required under Section 1013(b)3)(C} of the Dodd-Frank Wall Street Reform and

Consumer Protection Act.

Should you have any questions about the enclosed report, please contact me at (202) 435-9711.

SZZZ,/)//L

Catherine Galicia
Assistant Director for Legislative Affairs



March 31, 2017

The Honorable Michael Pence

Vice President of the United States
President of the United States Senate
S-212, The Capitol

Washington, DC 20510

Dear Vice President Pence:
FEnclosed please find the Consumer Financial Protection Bureau's Consumer Response Annual
Report, as required under Section 101 3(b)(3)(C) of the Dodd-Frank Wali Street Reform and

Consumer Protcetion Act.

Should you have any questions about the enclosed report, please contact me at (202) 435.971 1,

/1

Catherine Galicia
Assistant Director for Legislative Affairs



March 31. 2017

The Honorable Paul Ryan

Speaker

United States House of Representatives
H-209, The Capitol

Washington, DC 20515

Dear Speaker Ryan:
Enclosed please find the Consumer Financial Protection Bureau's Consumer Response Annual
Report, as required under Section 1013(b)(3}(C) of the Dodd-Frank Wall Street Reform and

Consumer Protection Act.

Should you have any questions about the enclosed report, please contact me at (202) 435-9711.

Catherine Galicia
Assistant Director for Legisiative Affairs



March 31, 2017

The Honorable Maxine Waters

Ranking Member

Committee on Financial Services

United States House of Representatives

4340 Thomas P. O’Neill, Jr. House Office Building
Washington, DC 20515

Dear Ranking Member Waters:
Enclosed please find the Consumer Financial Protection Bureau's Consumer Response Annual
Report, as required under Section 1013(b)(3)(C) of the Dodd-Frank Wall Street Reform and

Consumer Protection Act.

Should you have any questions about the enclosed report, please contact me at (202) 435-9711,

&2/7 H

Catherine Galicia
Assistant Director for Legislative Affairs
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FIGURE 1: TYPES OF COMPLAINTS OVER TIME

Bank accounts Prefaid cards,
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Consumers also contact the CFPB about other products and services. The Bureau refers
consumers with questions to other regulators or additional resources, as appropriate.

The CFPB’s phased-in approach to taking complaints enabled Consumer Response to gather and
incorporate feedback from consumers and companies into each subsequent complaint capacity
expansion. For example, Consumer Response has improved its complaint submission process
and enhanced communication with companies. Leveraging feedback from consumers and
companies, as well as its own observations, Consumer Response identifies new opportunities to
improve its processes and implement changes to make the process efficient and effective for

consumers and companies.

Since beginning to accept complaints on July 21, 2011, the CFPB has handled approximately
1,136,000 consumer complaints as of March 1, 2017.
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FIGURE 2: COMPLAINTS OVER TIME
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FIGURE 3: COMPLAINT VOLUME BY PRODUCT 2015 AND 2016
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TEeSpONses;

» February 2016: added tags to identify complaints submitted by older Americans and
servicemembers and a field indicating whether the consumer consented to publication of
their complaint narrative; and

s  September 2016: added complaints about federal student loan servicing dating back to
February 25, 2016, and virtual currency complaints dating back to August 11, 2014.

The database contains certain individual complaint-level data collected by the CFPB, including
the type of complaint, the date of submission, the consumer’s zip code, and the company about
which the consumer submitted the complaint. The database also includes information about the
actions taken by a company in response to a complaint — whether the company’s response was
timely, how the company responded, and whether the consumer disputed the company’s
response. The database does not include confidential information about consumers’ identities.

On June 25, 2015, the CFPB begau to publish consumer complaint narratives in the Consumer
Complaint Database. Consumers uow have the opportunity to share — in their own words — their
experiences with the consumer financial marketplace. Only those narratives for which opt-in
consumer consent is obtained and to which a robust personal information scrubbing process is
applied are eligible for disclosure. The database now iucludes more than 130,000 complaints
where consumers have opted to share their complaint narrative with others. The CFPB gives
companies the option to respond publicly to the substance of the consumer complaints they

receive from the CFPB by selecting from a set list of public-facing response categories.

Web-based and user-friendly features of the database include the ability to filter data based on
specific search criteria or tags, to aggregate data in various ways, such as by complaint type,
company, state, date, or any combination of available variables, and to download data.
Iuformation from the database has been shared and evaluated on social media and using other

new applications,

g CONSUMER FINANCIAL PROTECTION BUREAU















3. Results

3.1 Complaints handled in 2016

Between January 1, 2016 and December 31, 2016, the CFPB handled approximately 291,400

consumer complaints.®

FIGURE 4 CONSUMER COMPLAINTS BY PRODUCT”

Debt collection 30%,
Crediz reporing 19,
Mortgage 18%
Bank account or service 107,
Credt card any,

Consumer loan 5%

S

Student loan EE
Payday loan 2%
Frepaid 09%
Morey transfer  0.8%

Other firancial serv ce 0 7%

Approximately 73% of all consumer complaints were submitted through the CFPB’s website and

8This analysis excludes multiple complaints submitled by a given consumer on the same issue (i.e., duplicales) and
whistleblower lips. All dala are currenl as of January 1, 2017,
% Percentages may not sum lo 100 percenl due lo rounding,
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7% via telephone calls. Referrals accounted for 12% of all complaints handled by the CFPB. The
rest were submitted by mail, email, and fax.

The tables and figures presented below show complaints by type, actions taken, company

responses, and consumers’ feedhack about company responses.©

3.2 Consumers’ debt collection complaints

Figures 5 and 6 and Table 1 show the types of deht collection complaints reported hy consumers
for the approximately 88,000 debt collection complaints the CFPB has handled. Approximately
41,400 (or 47%) of all debt collection complaints handled hy the CFPB in 2016 were sent by
Consumer Response to companies for review and response. The remaining complaints have
been referred to other regulatory agencies (38%), found to be incomplete (10%), or are pending
with the CFPB or the consumer (4% and 1%, respectively). These complaints include first-party

{creditors collecting on their own debts) and third-party collections.

FIGURE 5: TYPES OF DEBT CONSUMERS COMPLAIN ABOUT

Other A3%
| do not know 21%;
Medical 17%
Credt card 13%
Payday loan B%
Morlgage 2%
Auto 2%
Federal student loan 1%

Non-federal student loan 1%,

Debt collection complaints led both tbe daily and monthly volume of complaints handled by the
CFP1 in 2016. The issues that consumers selected in 2016 were similar to the issues they

selected in 2015.

10 Percentages may not sum Lo 100 percenl due Lo rounding,

15 CONSUMER FINANCIAL PROTECTION BUREAU



FIGURE 6: TYPES OF DEBT COLLECTION COMPLAINTS REPORTED BY CONSUMERS

Continued attempts to collect debt not owed 41%,
Disclosure verification of debt 20%:
Commurication tactics 15%
False statements or representation 9%
Taking or threatening an illegal action 9%

Improper contact or sharing of infe 5%

TABLE 1: TYPES OF DEBT COLLECTION COMPLAINTS REPORTED BY CONSUMERS

Types of debt collection complaints %

Continued attempts to collect debt not owed (Debt was discharged in bankruptcy, debt 41%
resulted from identity theft, debt was paid, debt is not mine) °
Disclosure/verification of debt (Did not receive notice of right to dispute, not enough

209
information to verify debt, did not disclose communication was an atlempt to collect a debt) %

Communication tactics (Frequent or repeated calls, called outside of 8am-9pm, used obscene,
profane or other abusive language, threatened to take legal action, called after sent writlen 15%
cease of communication notice)

False statements or representation (Attempted to collect wrong amount, impersonated
attorney, law enforcement or government official, indicated committing crime by not paying 9%
debt, indicated should not respond to lawsuit)

Taking/threatening an illegal action (Threatened to arrest me or take me to jail if | do nct pay,
threatened to sue me on debt that is too old to be sued on, sued me without properly notifying

9%
me of lawsuit, sued me where | did not live or did not sign for the debt, attempted to/collected ’
exempt funds, seized or attempted to seize property)

Improper contact or sharing of information (Contacted me after | asked not to, contacted my 6%
employer, contacted me instead of my attorney, talked to a third party about my debt) °
Total Debt Collection Complaints 100%

Many of the trends identified in 2015 continued into 2016. The most common type of debt
collection complaint is about continued attempts to collect a debt that the consumer reports is
not owed. In some of these complaints, consumers reported not being provided documentation
to verify the debt, even after written, timely requests were submitted for verification of the

purported debts.
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by collectors was for expenses covered by their medical insurance.

3.3 Consumers’ credit reporting complaints

Figure 7 and Table 2 show the types of credit reporting complaints, as reported by consumers
for the approximately 54,000 credit reporting complaints handled by the CFPB. This includes
approximately 44,000 (81%) about the three largest nationwide credit reporting companies —
Equifax, Experian, and TransUnion. Approximately 45,300 (or 84%) of all credit reporting
complaints handled hy the CFPB in 2016 were sent hy Consumer Response to companies for
review and response. The remaining complaints have been referred to other regulatory agencies
(0.3%), found to he incomplete {(14%), or are pending with the consumer or the CFPB (2% and
0.3%, respectively).

FIGURE 7: TYPES OF CREDIT REPORTING COMPLAINTS REFORTED BY CONSUMERS

Incoerract information on cradit repaort 74%
Credit reparting campany's investigation 11%
Improper Jse of credit renorl 6%
Unakle to cktain reporl or score 6%

Credit monitoring aor identity protection 3%
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3.4 Consumers’ mortgage complaints

Figures 8 and 9 and Table 5 show the types of mortgage complaints reported by consumers for
the approximately 51,200 mortgage complaints the CFPB has handled. Approximately 43,000
{or 84%) of all mortgage complaints handled by the CFPB in 2016 were sent by Consumer
Response to companies for review and response. The remaining complaints have been referred
to other regulatory agencies (11%), found to he incomplete (3%), or are pending with the

consumer or the CFPB (0.4% and 1%, respectively).

FIGURE 8: TYPES OF MORTGAGE PRODUCTS CONSUMERS COMPLAIN ABOUT

Cther 35%
Conventional fixed morgage 3%
FHA rofdgage 13%
Conventional adjustable mortgage (ARM) 10%
Home equity loan or line of cradit 6%
WA morlgage 3%

Reverse morigage 1%,

For mortgage complaints, as with all other complaints, the consumer selects the issue that hest
describes the problem they are having. These issues correspond to the part of the mortgage
process with which they are having a problem. Reflecting the complexity and interrelated nature
of mortgages and mortgage issues, consumers are not asked to provide further specificity by
selecting a sub-issue. This ensures the reliability of mortgage complaint data that we collect

from consumers and share in reports and through the Consumer Complaint Database.

FIGURE 9: TYPES OF MORTGAGE COMPLAINTS REPORTED BY CONSUMERS

Making payments 4C%,
Froblems when unable to pay 38%
Applying for the loan 10%
Signing the agreement 6%
Receiving a credit offer 3%

Other 3%
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confusing application and approval processes. Some consumers described unresponsive loan
representatives and stated that they were required to submit multiple loan applications. A
number of consumers reported that processing delays resulted in the loss of favorable interest

rates and expiration of rate locks.

3.5 Consumers’ bank account and service
complaints

Figures 10 and 11 and Table 6 show the types of bank account and service complaints, such as
complaints about checking and savings accounts, as reported by consumers for the
approximately 28,400 complaints handled by the CFPB. Approximately 22,200 (or 78%) of all
hank account or service complaints handled hy the CFPB in 2016 were sent hy Consumer
Response to companies for review and response. The remaining complaints have been referred
to other regulatory agencies (16%), found to he incomplete (4%), or are pending with the
consumer or the CFPB (0.5% and 1%, respectively).

FIGURE 10: TYPES OF BANK ACCOUNTS AND SERVICES CONSUMERS COMPLAIN ABOUT

Checking account 58%
Other bank preductiservice 33%
Savings account 6
{CD) Ceriifizate of deposit 3%

Cashing a check without an account 0 7%

FIGURE 11: TYPES OF BANK ACCOUNT AND SERVICE COMPLAINTS REPORTED BY CONSUMERS

Account management 455,
Ceposits and withdrawals 247
Sending or receiving payments 1%
Problarms caused by low funds 9%
Using a debit or ATM card 9%
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FIGURE 12: TYPES OF CONSUMER LCANS CONSUMERS COMPLAIN ABOUT

YWehicle loan
Installment loan 37%
Wehicle lease 8%
FPersonal line of credit 4%
Title loan 2%,

Pawn loan 0 5%,

FIGURE 13: TYPES OF CONSUMER LCAN COMPLAINTS REFORTED BY CONSUMERS

Managing the lean lease or ne of credit
Problems when you are unable to pay 22%.
Taking out loan or lease or account terms and changes 18%
Shopping for a loan. lease. or line of credit 12%
Other 2%

4

Charged fees or interest | didn't expect 1'%

TABLE 8: TYPES OF CONSUMER LOAN COMPLAINTS REPORTED BY CONSUMERS

Types of consumer loan complaints

48%

%

45%

Managing the loan, lease, or line of credit (Billing, late fees, damage or loss, insurance

(GAP, credit, etc.}, credit reporting, privacy)

Preblems when you are unable to pay {Debt collection, repossession, set-off from
bank acccunt, deficiency, bankrupicy, default)

Taking out the loan or lease / Account terms and changes (Term changes (mid-deal
changes, changes afler closing, rates, fees, efc.), required add-on products, trade-in
payoff, fraud)

Shopping for a loan, lease, or line of credit (Sales tactics or pressure, credit denial,
confusing adverlising or marketing)

Other

Charged fees or interest | didn't expect

Total Consumer Loan Complaints
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FIGURE 14: TYPES OF STUDENT LOAN COMPLAINTS REFPORTED BY CONSUMERS

Dealing with my lender or servicer B7%:
Can't repay my loan 30%

Gettngalpan 2%

TABLE 9: TYPES OF STUDENT LOAN COMPLAINTS REPORTED BY CONSUMERS

Types of student loan complaints Y%

Dealing with lender or servicer (Making payments, getiting informaticn about my

?O
loan. Managing my account) 67%
Can't repay my loan (Fees, default, bankruptcy, billing, deferment, forbearance,
fraud, credit reperting) 30%
Getting a loan (Confusing terms, rates, denial, confusing advertising or 29
marketing, sales tactics or pressure, financial aid services, recruiting) °
Total Student Loan Complaints 100%

The most common type of student loan complaint is related to dealing with a lender or servicer
and includes issues such as making payments, getting information about a loan, and managing
an account. Borrowers continued to report issues involving loan servicing, including payment
processing problems, difficulty in obtaining documented loan account bistory, inaccurate

account status, and customer service experiences when inquiring on repayment options.

More frequently than other issues, non-federal and federal student loan borrowers expressed
their concerns relating to trouble with how payments are handled. Borrowers complained of
misapplied payments and inaccurate accounting of payments. Some borrowers coinplained of
misapplication of payments and reported that payments were not applied to specified accounts,

hut rather applied to all accounts managed hy the servicer.

Some federal student loan horrowers reported that when contacting their loan servicers
regarding financial distress, servicers provided them with information on hardship forbearance
or deferment, instead of more heneficial options like income-driven repayment plans. Also,

confusion on the difference between forbearance and deferment options was expressed by
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FIGURE 15: TYPES OF PAYDAY LOAN COMPLAINTS REPORTED BY CONSUMERS

Cannot conlact lender 3%
Charged fess or interest | did not expect 30%
Received a loan | did not apply for 14%,
Applied for 2 can. but didn't receive money T
Payment to azcount not credited 7%
Can't stop lerder from charging my bank account T

Lender chargea my bank account on wrang day or for wrong ameunt 4%,

FIGURE 16: TYPES OF PAYDAY LOANS CONSUMERS COMPLAIN ABOUT

Online 55,
Not stated 30%

In persor or at a store 14%

Of the 4,400 payday loan complaints submitted by consumers, approximately 56% were about
problems consumers reported experiencing after obtaining (or attempting to obtain) a payday
loan online. Approximately 14% reported problems when ohtaining a payday loan in person or
at a store. For the remaining approximately 30% of complaints, the consumer did not indicate

how the loan was obtained.
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enough money left over for other expenses, the high cost of the loan, and aggressive debt

collection practices in the case of delinquency or default.

3.10 Consumers’ prepaid card complaints

Figure 17 and Table 11 show the types of prepaid card complaints reported by consumers for the
approximately 2,500 prepaid card complaints the CFPB has handled. Approximately 1,300 (or
50%) of all prepaid complaints handled by the CFPB in 2016 were sent hy Consumer Response
to companies for review and response. The remaining complaints have been referred to other
regulatory agencies {37%), found to he incomplete (8%), or are pending with the consumer or
the CFPB (1% and 4%, respectively).

FIGURE 17: TYPES OF PREPAID CARD COMPLAINTS REPORTED BY CONSUMERS

Unauthorized t-ansactions or other transactior issues 33%
Managing. openng or closing your account 2G5
Fraud or scam 22%:
Fees 7%
Advertising marketing, or disclogures 4%
Adding maney 4%

Overdraft. savings ar rewards features 2%

36 CONSUMER FINANCIAL PROTECTION BUREAU






Consumers reported that companies sometimes issued cards without proper verification
resulting in theft of their funds. These consumers stated they experienced prolonged
investigations of their claims, leaving them without access to their money for extended periods

of time.

Consumers raised issues involving the management of prepaid card accounts. In some of these
complaints, consumers reported balance discrepancies for cards, especially if they were unable
to check their balance and transaction history online or were not provided with statements.
Consumers also complained of delayed credits to their prepaid card after notifying the company

of a fraudulent or unauthorized charge or after a purchase had been cancelled or returned.

3.11 Consumers’ money transfer complaints

Figures 18 and 19 and Table 12 show the types of money transfer complaints reported hy
consumers for the approximately 2,300 money transfer complaints the CFPB has handled.
Approximately 1,600 (or 68%) of all money transfer complaints handled by the CFPB in 2016
were sent hy Consumer Response to companies for review and response. The remaining
complaints have been referred to other regulatory agencies (22%), found to he incomplete (7%),

or are pending with the consumer or the CFPB (0.9% and 3%, respectively}).

FIGURE 18: TYPES OF MONEY TRANSFERS CONSUMERS COMPLAIN ABOUT

Damestic [ US) money transfer 57%

International money iransfer 43%

FIGURE 19: TYPES OF MONEY TRANSFER COMPLAINTS REPORTED BY CONSUMERS

Fraud or scam il
Other transaction issues 28%
Money was nct available when promised 19%
Other serv ce issues 9%
Wrong amoant charged or received 4%

Incorrect or missing disclosuras or info 4%
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losses arising from reversals or chargebacks.

Consumers who submitted complaints about international money transfers commonly reported
delays and restrictions when attempting to make transfers. Many of these complaints are the
product of company risk-based assessments, reviewed for compliance with United States
regulations administered hy the Office of Foreign Assets Control and consumer identification
efforts. Consumers often complained that companies did not provide an adequate explanation of

the process.

3.12 Other financial services complaints

Figure 20 and Tahle 13 show the types of other financial service complaints reported hy
consumers for the approximately 2,100 other financial services complaints the CFPB has
handled. Approximately 500 (or 22%) of all other financial services complaints handled hy the
CFPB in 2016 were sent by Consumer Response to companies for review and response. The
remaining complaints have been referred to other regulatory agencies (57%), found to be

incomplete (13%), or are pending with the consumer or the CFPB (1% and 7%, respectively).

FIGURE 20: TYPES OF OTHER FINANCIAL SERVICE COMPLAINTS REPORTED BY CONSUMERS

Fraud or Scam S8,
Customer service or customer relations 16%

Unexpected or other Fees 7%

Fxcessive Fees 7%
Advertising and marketing 44

Disclasures 3%
L ost or stolencheck 2%

Lost or stolen money arder 1%

Incorrect exchange rate 0 B%.
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TABLE 14: HOW COMPANIES HAVE RESPONDED TG CONSUMER CCMPLAINTS

Closed Closed Closed Closed Administ- Company
with with non- with (without rative reviewing
monetary monetary explanation relief or response
relief relief explanation)
Debt collection <1% 12% 70% 3% 3% 4%
Credit reporting  <1% 22% 70% <1% 3% 4%
Mortgage 3% 3% B2% 2% 3% 5%
Bank accountor gy, 8% 62% 2% 1% 5%
service
Credit card 20% 10% 63% <1% 2% 4%
Consumerloan 5% 7% 72% 2% 2% 5%
Student loan 3% 6% 85% <1% <1% 3%
Payday loan 3% 2% 66% 3% 14% 2%
Prepaid 21% 6% 64% 2% 2% 4%
Money transfer 9% 5% 76% 1% <1% 5%
Other financial 440, 2% 63% 5 1% 6%
service
All 6% 11% 72% 2% 3% 4%
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Complaint analysis may prompt investigation of individual complaints or groups of complaints
and possible referral to colleagues in the CFPB’s Division of Supervision, Enforcement, and Fair
Lending & Equal Opportunity for further consideration.

Consumer Response shares complaint data, analyzes, and offers insights to other offices to help

the Bureau:

»  Understand problems consumers are experiencing in the marketplace and the impact of

those experiences on their lives;
» Develop tools to empower people to know their rights and protect themselves;

= Scope and prioritize examinations and ask targeted questions when examining

companies’ records and practices;
= Identify and stop unfair practices before they become major issues; and

» Investigate issues and take action when we find problems.

3.16 Conclusion

Listening to consumers and reviewing and analyzing their complaints is an integral part of the
CFPB’s work in understanding issues in the financial marketplace, and helping the market work
better for consumers. The information shared by consumers and companies throughout the
complaint process informs the Bureau about business practices that may pose risks to
consumers and helps the Bureau in its work to supervise companies, to enforce Federal
consumer financial laws, to write better rules and regulations, and to educate and engage

consuiners.
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April 4, 2017

The Honorable Richard Cordray
Director

Consumer Financial Protection Bureau
1625 Eye Street N.W.

Washington, D.C. 20006

Dear Mr. Cordray:

I write to invite you to join my constituents in Minnesota for a discussion on the work of the
Consumer Financial Protection Bureau (CFPB). Last year, you attended a very informative event
on payday lending in my District. I believe financial firms, government officials, consumer
advocates and others would benefit from a discussion of the work your staff and you have done
to protect the American people from unfair, deceptive or abusive practices and from
discrimination.

In the Fifth District of Minnesota, the tireless work of you and your staff has already retumed
nearly $12 billion to 29 million Americans. You have also made our economy stronger by
putting in place strong new rules that will protect consumers for years to come. You have also
enforced rules that were ignored for too long. Your leadership on rules that stop predatory
payday lending and incentive pay compensation systems that can lead to fraud are high priorities
of mine. I"'m also supportive of rules that protect student borrowers from fraud and buyers of
manufactured homes from high-cost loans.

We are grateful for your consideration of this request to stop in the 5™ District of Minnesota
sometime in the coming year. We look forward to continuing to work with you to strengthen our
financial system and ensure that it works for all Americans. Please contact Elyse Johnson in my
Ofr . 1+ B + . L L AL . . . . . LR} 1 . . . r;he

me

Su

Ke



Zonsamer Firangial
Protection Burcau

1700 G Street NW . Washington, DC 20552

April 4, 2017

The Honorable Emanuel Cleaver, il
U.S. House of Representatives

2335 Rayburn House Office Building
Washington, D.C. 20515

Dear Congressman Cleaver:

Thank you for your letter seeking information about the Consumer Financial Protection Bureau’s
regulation and oversight of fintech firms engaged in small business lending. The Bureau notes
your concem regarding the potential nsks associated with new and evolving lending platforms, as
well as your commitment to ensuring that small business consumers who participate in these
platforms receive basic consumer protections. Small businesses, including those owned by women
and minorities, are critical engines for economic growth and responsible access to credit is a crucial
component of their success.

Fintech companies increasingly are providing consumer financial products and services similar to
those offered by traditional banks; because most fintech companies are not themselves banks,
however, there has been much discussion about whether they are or should be subject to the same
federal regulatory oversight as banks. The Burean’s work in the fintech space is grounded in a
belief that everyone who provides consumers with financial products and services must adhere to
the same standards and will be held to the same expectation under Federal consumer financial law.
The Bureau has authority over both banks and non-bank financial companies, which means we are
charged with overseeing the entire marketplace to protect consumers, regardless of institutional

type.

The Bureau is in the early stages of work to implement section 1071 of the Dodd-Frank Wall Street
Reform and Consumer Protection Act, which, as you know, amends the Equal Credit Opportunity
Act to require financial institutions to report information conceming credit applications made by
women-owned, minority-owned, and small businesses. The Bureau is focusing on outreach and
research to develop its understanding of the players, products, and practices in the small business
lending market and of the potential ways to implement section 1071.

Your letter also asks about the Bureau’s authority in the small business lending market. In general,
many of the laws administered by the Bureau are specific to transactions primarily for personal,
family, or household purposes, or activities in connection with such transactions. However, the
ECOA, implemented through Regulation B, prohibits creditors engaged in commercial as well as
personal credit transactions from discrit  1ating against applicants on prohibited bases with respect
to any aspect of credit transactions. The Bureau has initiated supervisory activity in this area,
which we hope will help expand and enhance our knowledge base on small business lending,



cluding the credit process; existing data collection processes; and the nature, extent, and
management of fair iending risk.

Your letter also notes concemns that new forms of small business lending may incorporate existing
biases that could perpetuate discrimination against minority-owned small business. You note in
particular your concem that such discrimination coul  : amplified by the use of “biased
algorithms.” On this topic, the Bureau recently issued a Request for Information that seeks insights
into the benefits and risks of such data and the techniques used to compile and analyze it, including
in the context of small business lending.' The RFI specifically seeks information about the impact
on fair lending of using data that may be correlated to a person’s race. ethnicity, gender, or other
atiribute, and how such risks could be managed. The comment period for the RF1 closes on May
19, 2017.

Finally. your letter also asks about how consumers can submit complaints to the Bureau. The
Bureau currently accepts complaints about a variety of consumer financial products and services,
including mortgages, bank accounts and services, student loans, vehicle and other consumer loans,
credit reporting, money transfers, virual currency, debt collection, payday loans, prepaid cards,
and other financial services. The Bureau refers consumers to other regulators or additional
resources, as appropriate. The Bureau accepts complaints via telephone, fax, email, referral or
through our online form.? By handling consumer complaints, the Bureau learns about consumers’
experiences in the consumer financial marketplace, about company practices and behaviors, and
about emerging trends in the marketplace.

Thank you for your continued interest in the Bureau’s work. Please do not hesitate to contact me
or have your staff contact Patrick OBrien in the Bureau’s Oflice of Legislative Affairs. Mr.
O’Brien can be reached at (202) 435-7180. I look forward to working with you on this and other
consuw financtal protection matters of importance to you and your constituents,

Sincerely,

KICHIra L oraray
Director




2700 G Street MW washingion DC 70557

April 4, 2017

The Honorable Henry Cuellar The Honorable Emanuel Cleaver, 11
U.S. House of Representatives U.S. House of Representatives

2209 Rayburn House Office Building 2335 Rayburn House Office Building
Washington, D.C. 20515 Washington, D.C. 20515

The Honorable Bennie G. Thompson
U.S. House of Representatives

2466 Rayburm House Office Building
Washington, D.C. 20515

Dear Congressmen Cuellar, Cleaver, and Thompson:

Thank you for your letter concerning the solar financing market. The Consumer Financial
Protection Bureau is committed to ensuring that all consumers benefit from fair, transparent, and
competitive consumer financial markets, and that consumers are protected under applicable Federal
consumer [inancial laws.

Your letter raises several concerns about the solar financing market, including consumer
understanding, questionable sales tactics, and the effect of placing a lien on the home to secure the
fin . As you know, solar financing provides a way for consun s to tund energy efficiency
home improvements. Il is my understanding that state laws sometimes allow solar financing to be
secured by a super-priority lien on the property, but that only a few states have adopted these
programs. The Bureau continues to rescarch the complexities of the solar financing market and to
engage with industry stakeholders and other agencies in order to better understand the market and
to identify areas of potential consumer harm. As part of that effort, we will carefully consider the
issues you raise and welcome any additional information or feedback stakeholders may have
regarding potential consumer impacts.

Thank you for your continued interest in the Bureau's work. Shouid you have any additional
questions, please do not hesitate to contact me or have your staff contact Patrick O’ Brien in the
Bureau’s Office of Legislative Affairs. Mr. O'Brien can be reached at (202} 435-7180.

Sincerely,

Richard Cordray
Director



April 7,2017

The Honorable Sherrod Brown

Ranking Member

Committee on Banking, Housing, and Urban Affairs
United States Senate

534 Dirksen Senate Office Building

Washington, DC 20510

Dear Ranking Mcmber Brown:

Inclosed please find the Consumer Financial Protection Bureau’s Office of Minority and Women
Inclusion Annual Report to Congress, as required under Section 342(e) of the Dodd-Frank Wall
Street Reform and Consumer Protection Act.

Should you have any questions about the enclosed report, please contact me at (202} 435-9711.

Sincerely,

s

Catherine Galicia
Assistant Director for Legislative Affairs















Message from
Stuart Ishimaru

Director of OMWI

Over the past year, the Office of Minority and Women Inclusion {OMWTI) has continued to focus
on building a diversity and inclusion strategy that is integrated into the fabric of our
organizational culture and the work that the Bureau does for all consumers. The approaches
OMWI has used were designed to ensure sustainability of diversity and inclusion as core aspects
of the Bureau’s overall operations.

Attention to diversity and inclusion is important to all staff and has been proven to help increase
the effectiveness of our teams, to drive innovative thinking, and to help ensure that Bureau
programs and services have relevance for consumers?. This report details the approaches that
have been used to build sustainability of diversity and inclusion as well as the specific programs
and initiatives that OMWI has developed, implemented and collaborated on, over the past year
in our key areas of focus: workforce diversity and inclusion, supplier diversity, and diversity
within our regulated entities.

Bureau-wide workforce diversity and inclusion initiatives have been central to our strategic

2 How Diversity Can Prive Innovation, Sylvia Ann Hewlett, Melinda Marshail, Laura Sherbin, Harvard Business
Review, December, 2013,
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Groups (ERGs).

Recognized by the Professional Diversity Network, the Partnership for Public Service and
the disABLED magazine for having innovative diversity policies and practices.

Implemented steps to have a diversity and inclusion goal in divisional strategic plans,
and established a process for reporting on progress in this area.

Continued efforts to foster an inclusive work environment for employees through
initiatives and engagements such as: educational and interactive training programs;
cultural events; development of a cross-Bureau employee diversity and inclusion council,
the Diversity Inclusion Council of Employee (DICE); implementation of efforts to
strengthen organizational cultural norms, done by a dedicated cross-Bureau working
group, The Workforce of the Future Committee (WFF); and the solicitation of advice and
counsel from a diversity and inclusion leadership group, the Executive Advisory Council
(EAC) which champions strategies to incorporate diversity and inclusion throughout the
Bureau.

Analyzed employee data to understand the experiences of demographic groups in the
Bureau and to ensure that the impact of policies and practices are equitable for all
groups.

Began implementation of efforts related to the joint standards for assessing diversity
practices at the entities the Bureau regulates,

While the Bureau has made noteworthy progress in 2016, there is also a clear understanding
that there is more work to be done, and the Bureau confidently faces new challenges with the
innovation and dedication needed to address them.

g
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2. Introduction

The CFPB is presenting this annual report in fulfillment of its statutory responsibility and its
commitment to accountability, pursuant to Section 342(e) of the Dodd-Frank Wall Street
Reform and Consumer Protection Act (Dodd-Frank Act). This report provides detailed
information about the CFPB’s diversity and inclusion strategy and initiatives from January 1,
2016 through December 31, 2016, unless otherwise noted. The report presents a comprehensive
view of diversity and inclusion at the Bureau. It includes work spearheaded by OMWI, as well as
work done in collaboration with the Office of Civil Rights (OCR}), the Office of Human Capital
(OHQ), the Office of Procurement and the Bureau’s divisions. The initiatives undertaken served
to integrate diversity and inclusion into the Bureau’s routine functioning thereby ensuring their
sustainability and lasting impact.

The CFPB was created to provide a single point of accountability for enforcing federal consumer
financial laws and protecting consumers in the financial marketplace.? In order to serve the
interests of all groups of consumers, it is critical that the CFPB understands how consumers of
different backgrounds, cultures, perspectives, experiences and interests interact in the financial
marketplace within the context of wide ranging backgrounds, cultures, perspectives, experiences
and interests. Additionally, in keeping with its mandates, the Bureau is committed to promoting
diversity and inclusion within its workplace, in the suppliers with whom it does business and in
the financial entities that it regulates.

At the CFPB, “diversity” and “inclusion” are defined as follows:

« Diversity: the range of differences including backgrounds, identities (including but not
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limited to, race, ethnicity, age, sexual orientation, disability, gender, gender identity,
religion, disability, and sex), perspectives, and working styles that employees and
stakeholders bring to the CFPB to better serve consumers.4

= Inclusion: the process of fostering a collaborative, flexible, and fair environment in
which all employees feel valued and empowered to share their views and ideas to inform
the CFPB’s work, and which allows us to leverage the broad talents of our diverse
workforce.>

Diversity and Inclusion Vision Statement: The Bureau works to incorporate diversity and
inclusion in all areas of its work and work environment. Its vision statement for diversity and
inclusion conveys the significance of that connection to the Bureau’s overall mission.

“We value diversity and inclusion and drive innovation by leveraging the talents and
perspectives of the CFPB's diverse workforce and stakeholders to best protect the
financial interests of all consumers.”

The Bureau’s diversity and inclusion approach is implemented under the broad goals of the
Bureau's Diversity and Inclusion Strategic Plan for 2016 -20208, which are covered in this
report:

»  Workforce Diversity
=  Workplace Inclusion
= Sustainability

=  Minority and Women Owned Businesses {covered under the heading of Supplier
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Diversity)
= Diversity Practices of Regulated Entities

Ensuring that the diversity and inclusion efforts are woven into all areas of the Bureau's work
and work environment is an important aspect of the Bureau’s overall approach. As a result, the
Bureau's focus on sustainability shapes the approaches used to embed the initiatives, outputs
and outcomes into the fabric of the Bureau, for lasting impact.

This report is organized into the following four broad goals: 1) Workforce Diversity, 2)
Workplace Inclusion, 3} Supplier Diversity (including Minority-owned and Women-owned
businesses} and 4) Regulated Entities. Sustainability, the fifth goal, as a recurring and
connective theme throughout all four,

12 CONSUMER FINANCIAL PROTECTION BUREAU



3. Workforce diversity

3.1 Demographics of current workforce

The Bureau is committed to understanding and drawing upon the broad range of backgrounds,
cultures, perspectives and experiences of its employees, to serve the interests of consumers and
to make sure that consumers are treated fairly in the financial marketplace. Having a workforce
that is diverse, is essential to carrying out the mission, and helps the Bureau to create innovative
solutions that are relevant to all segments of consumers. Therefore the Bureau fosters diversity
and inclusion in recruitment, hiring, career development, employee engagement and all other
areas of the workplace culture and operations. As a result, workforce diversity is one of the five
goals of the Bureau’s Diversity and Inclusion Strategic Plan and is defined as: recruiting from a
diverse group of potential applicants to develop a high-performing workforce drawn from all
segments of American society’.

Following are demographics® of a) the Bureau’s total workforce, b) employees in permanent
positions, and c) employees in Mission Critical Occupations.

8 Data are reported in keeping with OMB standards which allow individuals to identify ethnicity as well as race
separately. For example, “Two or More Races” colld be read to indicate an ethnicity (i.e.: Hispanic) and a race. The
methodology used for the Ethnicity and Race Indicator (ERI) varies in this report from the methodology used in the
MD-715. In this report, individuals who selected two or more races (e.g., Asian and White), were counted as Two or
More Races.
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In 2016, the CFPB had a workforce of 1633 employees, consisting of 833 men and 800 women,
an increase of 124 employees from 2015, after accounting for turnover. There was a slight
increase of 1.81% in the percentage of minority ethnic and race indicator (ERI}® employees from
35.85% in 2015 to 37.66% in 2016, with a corresponding slight decrease in white employees.
There was a slight increase in the percentage of female employees, up 0.94% from 48.05% in
2015 to 48.99% in 2016, with a corresponding slight decrease in male employees. Compared to
the U.S. Census Civilian National Labor Force (CLF), overall CFPB demographics have not
changed significantly since fiscal year (FY) 2015.1° White men, followed by White women,
comprise the largest racial groups in CFPB, followed by Black women and Black men,
respectively.

TABLE 1: CALENDAR YEAR 2016 TOTAL WORKFORCE 11 BY GENDER, RACE AND ETHNICITY "

Yo 100% 5.87% 62.34% 19.84% 8.70% 0.18% 0.31% 2.76%

% ERI: OPM uses Ethnic and Race Indicator (ERI) to include employees who are Hispanic, Black, Asian, Native
Hawyiinm inthor Rncific Tolandae (NIRRT A-nericgn Indian/Alaska Native (AI/AN) and employees of Two or More
race

10 The CLF is derived from the 2006-2010 American Community Survey (ACS) Equal Empioyment Opportunity

Tabulation {EEO Tabulation). The EEO Tabulation was originally released by the U.S. Census Bureau on November

29, 2012, It provides external benchmarks to assist federal agencies in monitoring employment practices and

enforcing workforce civil rights laws. Federal agensine avn wrmiivad o ien tha EEA Tahilabing fn mvsnsving thoais
fTTT 7T TTT T -am Status reports. Se

" Total workforce encompasses employees on permanent and temporary appointments including interns.

2 In the data tables in this report, total percentages across rows may not always equal 100% due te rounding.
'3 Hispanics who also identify by a race are only counted as Hispanic here.

M NI/OPI: Native Hawaiian/Other Pacific Islander.

15 AI/AN: American Indian/Alaska Native.

16 In all of the tables with demographic data, the methodoiogy used for the ethnicity and race indicator (ERI) varies in
this report from the methodology used in the MD-715. For individuals who selected Two or More Races (e.g., Asian
and White}, they are counted as twe or more races for purposes of this report.
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During 2016, the CFPB employed 299 permanent employees in the General Attorney (0905
series) occupational series, 136 (45.48%) were men and 163 (54.52%) were women. The
percentage of women and men attorneys on permanent appointments remained essentially
unchanged from 2015 (men were 45.71% and women were 54.29%). The percentage of minority
attorneys on permanent appointments also remained essentially unchanged, from 23.93% in
2015 to 24.08% in 2016,

At the end of 2076, there were 34 employees on permanent appointments as Economists. Of
these Economists, 64.71% were men and 35.29% are women. Of this population, 26 (76.47%) of
the Economists were white and 8 (23.53%) were minorities.

TABLE 4: CALENDAR YEAR 2016 PAYBANDS FOR MISSION CRITICAL OCCUPATIONS BY GENDER/ERI
ATTORNEYS (0905) (PERMANENT WQRKFQRCE)"®

Yo 100.00% 12.71% 27.09% 55.85% 4.35%
Y 4.68% 1.67% 0.33% 2.34% 0.33%
Yo 75.92% 8.03% 22.74% 42.14% 3.01%
Yo 7.69% 1.34% 1.67% 3.68% 1.00%
Yo 8.36% 1.67% 1.34% 5.35% 0.00%

'3 Table 4 reflects the percentage of a specific ERI or Gender out of the entire permanent warkforce of the particular
mission critical occupation (MCO). The same is true for the Tables 5 and 6 which show MCO by pay band groupings.

26 Senior level pay bands include the CN-B1, CN-82, CN-90, 02 and 03.
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Y 51.96% 5.88% 35.29% 2.94% 4.90% 0.00% 0.98% 1.96%

%o 48.04% 2.94% 26.47% 13.73% 3.92% 0.00% 0.00% 0.98%

3.5 OQutreach and recruitment

In 2016, the CFPB continued its commitment to recruit and hire highly qualified individuals
from diverse backgrounds to fill positions at all Bureau locations across the country, OMWI
collaborated closely with the OHC’s Talent Acquisition team and the OCR to advance the
Bureau’s recruitment and hiring strategies. Additionally, the Bureau continued to leverage the
diverse networks available through its own employees and through professional associations, to
broaden the recruitment efforts in order to reach larger pool of potential applicants. To achieve
the goal of hiring as diverse a pool of employees as possible, two key strategies were
implemented: 1) recruiting widely to make sure that the pool of applicants was as diverse as
possible; and 2) continuously improving the hiring processes to ensure an equitable process for
all applicants.

In 2016, the OHC’s Talent Acquisition team and OMWTI undertook outreach efforts and
continued to build relationships with membership organizations and associations serving
diverse professionals, as part of the overall recruitment strategy to build a pool of diverse talent
interested in working at the Bureau. Among the approaches used to reach a wide pool of highly-
qualified, diverse applicants for the CFPB positions were the following:

* Engaged the Professional Diversity Network (PDN) and other organizations to promote
the CFPB and published all available job opportunities to diverse audiences, including
minorities, women, veterans, persons with disabilities and LGBT individuals.

= Participated at professional conferences and university events, with a special focus on
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building relationships and marketing to affinity organizations serving underrepresented
groups, including the National Black MBA Association, the National Society of Hispanic
MBAs, and the Association of Latin Professionals for America, Ascend Pan Asian
Leaders, and the National Association of Black Accountants®,

Enlisted senior leadership and Bureau champions to promote the Bureau's employer
identity at outreach events in order to attract candidates to the CFPB as a best place to
serve.

Enhanced the program that engages existing employees as ambassadors of the Bureau
and provided them with the tools, messages, and resources to reach out to their own
professional networks.

Leveraged and promoted flagship professional development programs, such as the
Bureau’s Technology and Innovation Fellows Program, the Director’s Financial Analyst
Program, and the Louis Brandeis Honors Attorney Program, to find entry-level talent,
and to promote the Bureau as an employer of choice.

Continued to utilize intern and professional development programs to build a robust
pipeline of talent to meet current and emerging workforce needs, including through the
Federal Pathways Program.

Continued to develop and deploy a digital strategy, which included posting on social
media sites to allow for ongoing connections with a wide range of audiences, ensuring
engagement was timed with available opportunities.

Posted joh opportunities on the Bureau’s public website and utilized an internal network
of staff to share information about employment opportunities?.

The following are some of the internal hiring processes the Bureau has implemented in keeping
with federal hiring goals and standards to ensure equitable access for everyone:

73 A cmmmmrnhnnivis list of memamisatinns ko bk ik AU ~qd OMWI conducted outreach is listed in Appendix A,
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Relationships.

The Bureau used the Annual Employee Survey (AES) which is administered by OPM (titled The
Federal Employee Viewpoint Survey) to track progress on the inclusion efforts. The AES
assessed a broad range of employee perspectives and experiences, among them perspectives and
experiences on the rate of inclusion in the workplace.?” In 2016, a total of 1372 (87.6%) of all
employees completed the survey, compared to 45.8% government-wide.28 Results for 2016
showed that overall the Bureau continued on its positive trend when compared to government
benchmarks, with modest improvements over AES 2015 and a sustained rebound from 2014
results, The most notable challenges reported continued to be in the areas of performance-based
recognition and rewards. The results also showed differences by demographic population
comparisons, including, more favorable responses from men than women on 31 items (up from
14 in 2015) and more favorable responses by White than Black employees on 28 items {up from
11in 215).

The Annual Employee Survey measures inclusion through the use of the Inclusion Quotient
which is a subset of 20 survey items that focuses on employees’ perception of, and experience in
the workplace. The Inclusion Quotient consists of five aspects of inclusion: Fair, Open,
Cooperative, Supportive, and Empowering. These five areas are defined as follows29:

= Fair: perception of fairness in performance, evaluation, rules and procedures.

=  QOpen: extent to which diversity and inclusion are promoted by the agency and/or
managers.

» (Cooperative: extent to which managers promote communication and support

collaboration.

“CUMrD U VUL SUTYEY UIE MEDS, LI LdlEY FEUCial CHIPIVYEE VISWPUIIL JUFVEY WY WL
httnes Aannnar fadview nom ome/2N1TAFT FS/2N16 FRWS Gwide Final Rennrt PDF
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Cooperative 68.8% 54% 63.3% 52%

Empowering 66.6% 58% 64.6% 57%

The following are some of the specific initiatives that were newly created, or continued, in 2016

in support of the diversity and inclusion priorities:

33

The Bureau launched a five-year diversity and inclusion strategic plan that outlined
specific goals and strategies to increase diversity and support inclusion at the Bureau.

OMWI facilitated the Executive Advisory Council (EAC), a cross-divisional group of
senior leaders working with OMWI to strengthen and integrate diversity and inclusion
into the Bureau’s functioning by providing strategic guidance, advocacy and support for
diversity and inclusion in the Bureau.

OMWI worked with divisions to develop and implement diversity and inclusion
objectives in their divisional strategic plans aimed at increasing diversity among their
staff and ensuring that the work environment was inclusive for all employees.

OMWI continued to provide mandatory training on diversity and inclusion to managers,
and the OCR continued to provide mandatory training on Equal Employment
Opportunity (EEO) compliance, provided by the U.5. Equal Empioyment Opportunity
Commission {EEQC) Training Institute. The two sets of training helped supervisors and
managers to strengthen their skills in leading and managing a diverse and inclusive
workforce, and in attending to equity and fairness issues.

OMWI continued to provide mandatory training for all non-supervisory employees to
increase their awareness and understanding of the importance of diversity and inctusion
and the ways in which it enhances the overall effectiveness of the Bureau.

OMWI, OHC and OCR collaborated to enhance their supervisory and employee training
to ensure that compliance, diversity and inclusion concepts were addressed. Training
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included the supervisory development seminars, leadership effectiveness seminars, and
structured interview training.

OMWI presented a seminar to managers on identifying and utilizing effective strategies
for mitigating unconscious bias and ensuring compliance with civil rights mandates in
performance evaluations, in collaboration with the OCR.

OMWI and OHC established and maintained relationships with, and outreach to,
professional organizations that represent Veterans, Disabled Veterans, Hispanics and
other minority constituencies. This outreach included attending career fairs and
professional association meetings throughout the year to meet and provide information
on the CFPB, and on employment opportunities to these groups. Bureau vacancies were
also posted on bulletin boards geared to those groups of professionals.

OMWI established the Diversity and Inclusion Council of Employees (DICE) with
members from all geographic areas of the Bureau. DICE worked with OMWI to ensure
that employees’ perspectives were taken into consideration in all aspects of OMWI’s
work. DICE provided a feedback mechanism for OMWI and the Bureau’s Director. DICE
members provided thought leadership and work on diversity and inclusion initiatives at
the Bureau.

The Bureau established a new Employee Resource Group (ERG) Policy to serve as a
guide to employees who want to form interest-based groups to assist the Bureau in
understanding and considering broad perspectives in providing service to the diverse
spectrum of consumers. In 2016, OMWI approved the charter of two ERGs formed by
employees. The ERGs served as a vehicle for networking, recruiting and retaining a
diverse workforce.

OMWI partnered with OHC and used the AES results, including perceptions across
demographic groups and the Inclusion Quotient, to analyze employee perceptions and
take actions to help all employees feel included in the Bureau.

The Bureau continued to organize and host a series of cultural events in recognition of
national Heritage Months as part of ongoing efforts to increase awareness of employees’
cultural backgrounds and to foster inclusion across the Bureau. A listing of events hosted
is included in Appendix B.
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The following three Bureau-wide groups are part of the ongoing overall approach used to ensure
the sustainability of the Bureau's diversity and inclusion strategy. All three groups work to
embed diversity and inclusion in the organizational fabric of the Bureau:

« The Diversity and Inclusion Executive Advisory Council (EAC)
= The Diversity and Inclusion Council of Employees (DICE)

= The Warkforce of the Future Committee (WFF)

The Diversity and Inclusion Executive Advisory Committee
(EAC)

The Diversity and Inclusion Executive Advisory Committee (EAC) is a cross-divisional advisory
group of senior leaders, including Associate and Deputy Associate Directors and Assistant and
Deputy Assistant Directors, The EAC works under the leadership of the OMWI Director to help
strengthen and integrate the Bureau’s diversity and inclusion strategic plan into the CFPB's
functioning and mission-related work. EAC members have a deep commitment to diversity and
inclusion and prioritize diversity and inclusion in their work. EAC members serve a two-year
term and function in the following broad roles:

«  Advisory: OMWI brings matters to the EAC members for their input based on their
knowledge of the Bureau and leadership roles in the organization. In some specific
situations, the EAC may be asked to review and recommend a position, policy or
initiative presented by OMWIL.

= Informed Champions/Advocates: OMWI presents information to the EAC to update the
members on new or ongoing projects and plans; to seek the EAC's assistance in
socializing new initiatives throughout the Bureau; or to help socialize a Bureau-endorsed
position on a matter.

The EAC provides advice and recommendations on the Bureau’s diversity and inclusion
strategy. Its objectives are focused on policies and processes that support the efforts to:

= Recruit and retain a diverse workforce reflecting the best tatent;
= Foster inclusion throughout the Bureau; and

» Support opportunities for professional development.
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In the two-year term that ended in 2016, the EAC weighed in on the following matters that
helped ensure the sustainability of the Bureau’s diversity and inclusion initiatives by providing
input on existing policies and procedures including:

= Provided input on mandatory training for managers to support them in managing
diversity and inclusion in their units.

» Provided input and perspective to OMWTI's recommendations to the OHC on
incorporating diversity and inclusion in the competency models that serve as the
cornerstone for hiring and promotion decisions.

= Provided input to OMWI on policy proposals for the development of an employee
diversity and inclusion council of employees, the DICE, a Mentoring Bank program and a
policy for establishing ERGs.

= Provided input on the Bureau’s Transgender Policy developed by the Office of Civil
Rights.

= Reviewed recruitment and hiring data and made recommendations to ensure attention
to diversity at all stages of the recruitment and hiring process.

= Participated in diversity-related performance evaluation training and made that training
available to managers in their divisions.

» Studied the Inclusion Quotient results in the Annual Employee Survey and
recommended that it be used as a benchmark by divisions to track outcomes on their
diversity goals in their strategic plans.

= Communicated the Bureau’s diversity and inclusion strategy and initiatives throughout
the organization, thereby helping to make them a focus in the Bureau’s functioning,.

The Diversity and Inclusion Council of Employees (DICE)

In February 2016, the CFPB officially launched DICE. DICE is a volunteer body of employees
that provides employee perspectives on the Bureau’s diversity and inclusion efforts, works with
OMWI on diversity and inclusion initiatives and serves as a peer leadership opportunity for
Bureau employees.

DICE members are Bureau employees who were selected based on demographics, pay band
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levels, regions, positions and union/non-union status. A leadership core consisting of two co-
chairs, a vice chair, and a recording secretary managed DICE’s overall operations. DICE formed
internal working groups that focused on key issues such as recruitment, retention, promotions
and employee engagement. Meetings of the full DICE membership and an OMWI representative
were held monthly. The working groups and leadership core met regularly in the weeks between
the full body meetings.

In 2016, its first year of operation, DICE had 17 members serving a two-year term. Its members
had the opportunity to think deeply about diversity and inclusion at the Bureau, hone their
leadership skills, and develop key relationships among members and with Bureau senior
leadership. Members attended training on both unconscious bias and team-based
communications to prepare them to build their skills for promoting diversity and inclusion at
the Bureau. DICE is an important source of feedback for OMWI on employees’ experiences in
the Bureau and has provided a strong sense of engagement for employees serving as members.

In 2016, the DICE undertook the following:

= Developed recommendations to OMWI related to recruitment, retention and
promotions.

= Presented at the annual CFPB “All-Hands” meeting and to their divisions,

= Shared their perspectives with the Director on ways to improve and sustain diversity and
inclusion at the Bureau.

= Published articles in internal newsletters on the importance of diversity and inclusion.

= Served as diversity and inclusion advocates by representing the Bureau at diversity and
recruitment conferences in several locations across the United States.

» Provided input to OHC regarding its recruitment materials helping to make them more
relevant to all audiences.

= Compiled a list of speakers to be considered for the Bureau’s Heritage Month events.

= (Collaborated with numerous stakeholders across the Bureau to enhance inclusive
communication to employees by recommending a public loan forgiveness awareness
campaign.
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= Ensured that the Bureau used inclusive language for parental leave policies that included
LGBTQ parents.

*« DICE members who are also members of the National Treasury Employees Union
provided input to NTEU on items in the Collective Bargaining Agreement and shared
their perspectives and recommendations related to diversity and inclusion with the

union.

Workforce of the Future Committee (WFF)

In November 2014, the CFPB launched WFF, an initiative designed to establish a common
culture and workforce experience where everyone feels included, valued, and empowered to do
their best work for sustainable, long-term impact. One of the first major WFF activities
completed was the development of four norms that describe the common behaviors that Bureau
employees aspire to practice more consistently and embed into the culture of the Bureau. The
four norms are:

Value diversity and inclusion

Treat each other as partners
=  Bemoredisciplined in how we make decisions and set priorities

Hold ourselves and each other accountable for the norms

Following the ratification of these norms, senior management was responsible for their
implementation, after which the responsibility fell to the management team, and then
supervisors. To measure awareness and practice of the norms, the Bureau conducted surveys
periodically to determine progress in implementing the norms. The management team was
surveyed in_January 2016 on senior leadership’s progress. In October 2016, survey
administration was expanded to all supervisors and management team members to assess
awareness and practice of the norms for all levels of management.

The key findings on the diversity and inclusion norms from the October 2016 survey were:

= Senior leadership made some progress in creating a workforce experience where
everyone felt valued, included and empowered.

= The management team had roughly the same amount of norms’ awareness as they did in
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inclusion to the Bureau’s overall effectiveness.

Other Diversity and Inclusion Training. OMWI, in collaboration with OCR, provided
training to managers on diversity and inclusion in the performance evaluation process. The
training focused on increasing managers’ awareness of various types of implicit biases and the
ways in which bias can impact the performance evaluation process. This workshop was offered
by request to managers in both the headquarters and regional offices.

Mandatory 2-Day Manager EEO Training for new managers. This mandatory training, led
by the EEOC Training Institute, helped managers to strengthen their skills in addressing EEQ
and compliance matters in the workplace. A total of 65 supervisors and managers completed a
mandatory 2-day EEO Training conducted by the EEOC Training Institute in FY 2016, for a total
of over 250 to date. The training is ongoing to cover new managers.

Leadership Development. In Calendar year 2016, the OHC provided three broad categories
of leadership development: the Leadership Excellence Seminars (LES) series, the Supervisory
Development Seminars (SDS) programs, and individual coaching through Executive Coaching.
The leadership development training programs are mandatory for all supervisory level
individuals at the CFPB (supervisors, managers and senior leaders), and the Executive Coaching
offering is optional (available to executives and managers of managers).

As of the end of FY2016, over 75% of all managers had completed the first five modules of the
LES training, and close to 50% had completed the sixth module. This training program will
continue in FY 2017, with the majority of the CFPB managers on track to complete all modules
by the end of 2017.

The CFPB SDS is a 3-day, mandatory training for all new CFPB supervisors. It covers leading
people, making the transition to supervisor, human resources technical knowledge, performance
management and addressing performance problems and conduct issues. It also incorporates
leadership competencies including diversity and inclusion. As of end the end of FY 2016, 265
(94.6%) of all managers had completed the training, of those 56 supervisors completed the
training in FY 2016.
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4.2 Performance management

Beginning in FY 2014, the CFPB has been operating under a negotiated collective bargaining
agreement article for performance management with performance ratings consisting of two
levels: “Accomplished Perfermer” and "Unacceptable”. Under this agreement, 100% of
employees received a performance rating of “Accomplished Performer” over the past three
years, The absence of any “Unacceptable” ratings reflects the Bureau’s policy of giving
employees who are not performing at acceptable levels the opportunity to improve, prior to
receiving their performance rating.

Under this agreement, employees whose performance was unacceptable or was approaching an
unacceptable level would be notified of being at risk for a poor performance rating. If the
employee improved to acceptable performance, then he or she would receive an “Accomplished
Performer” rating at the end of the improvement period. For employees who did not improve
during that period, appropriate actions could be taken, such as voluntary separation,
reassignment, demotion, or involuntary termination of employment. In such cases, the
employee would not be given a final performance rating but would be advised of the failure to
improve performance and the consequences of that condition.

4.3 Reviews of CFPB programs

During Calendar Year 2016, a number of external assessments reported on the Bureau’s
diversity and inclusion efforts, In the 2016 annual study of Best Places to Work conducted by the
nonprofit Partnership for Public Service, the CFPB placed eighth out of 27 for mid-size agencies
overall, and ranked fourth out of 26 peer agencies for support for diversity (a category
measuring the extent to which employees believe that actions and policies of [eadership and
management promote and respect diversity).*'

Also in 2016, the Professional Diversity Network (PDN) selected the CFPB for its “Diversity

31 Best Places to Work Agency Rankings, http://bestplacestowork.org, BPTW/rankings/overall/mid.
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leading diversity management practices identified in prior GAQ work, such as finalizing a
diversity strategic plan, creating employee diversity groups, and expanding diversity training.
GAO further noted that the CFPB “launched a new initiative to strengthen its organizational
culture that includes obtaining employee input on ideas for improving CFPB’s culture and
addressing employee concerns. Finally, CFPB has strengthened its employee complaint
processes by providing new training and guidance and creating feedback mechanisms to help
evaluate progress in some areas.” GAQ stated that “CFPB’s diversity, inclusion, fairness, and
culture efforts represent a significant change management initiative.” 33

L)

GAO's report recognized that CFPB had undertaken many actions and initiatives on diversity,
inclusion and fairness, citing “new policies, guidance, and training; efforts to enhance
communication about personnel practices; several enhancements to diversity and inclusion
efforts; and the new Workforce of the Future initiative to strengthen the organizational culture,
among others.” (p.46)

The GAOQ report made only two limited recommendations, none of which was specific to OMWI

operations:

* CFPB should more “comprehensively report on its implementation goals and progress
across these efforts.”

» (CFPB has developed feedback mechanisms to evaluate the effectiveness of its EEO
complaint process, and should expand those same mechanisms for its non-Part 1614
employee grievance processes (i.e., the negotiated grievance process for bargaining unit
members and the administrative grievance process administered by OHC for non-
bargaining unit members).3*

Bureau feadership immediately began working to implement both of GAO's recommendations.

33 See Consumer Financial Protection Bure: B “air and Inclusive
Workp/ace (pub. June 20, 20186), available a
34 Sae Consumer Financial Protection Bure: N “@ir and Inclusive

Workp/ace (pub. June 20, 2016), available a
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In 2016, as part of its oversight responsibility, the EEOC made a technical assistance visit to the
Bureau's equal employment opportunity program and gave the program an overall positive
report,

35 For more information on this report, see the Bureau’s 2016 MD-715 report at:
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5. Supplier Diversity-

Unde )f the Dodd-Frank Act, OMWI is required to “implement standards and
procedures to ensure, to the maximum extent possible, the fair inclusion and utilization
of...minority-owned and women-owned businesses in all business and activities of the agency at
all levels....including in procurement.”?” The CFPB recognizes the benefits of doing business
with a broad spectrum of businesses across all demographic backgrounds and is committed to
supporting the growth and success of businesses owned by women, minorities and marginalized
groups. Below are specifics related to the Bureau’s procurement activities with minority-owned
and women-owned businesses in FY 2016,

5.1 Minority-owned and women-owned
businesses

In 2016, OMWI continued the process of implementing procedures to comply with the statutory
requirement. OMWI will continue to work with the Office of Procurement to raise awareness
among current vendors and within the Bureau about Dodd-Frank requirements.

Table 14 provides a breakdown of contract dollars obligated with women and minority-owned
businesses for the past four years. In FY 2016, the Bureau entered into contract actions totaling
$189,880,158, down by $54,284,026 from obligations of $244,164,184 in FY 2015, Of those

36 All Supplier Diversity data are reported for FY 2016, unlike Workforce and Workplace Inclusion data which are for

A A r

-ection 342, p.166.
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% of Actions

% of Actions

% of Actions

% of Actions

% of Actions

2% of Actions

% of Actions

% of Actions

23.31%

22.65%

14.52%

1.47%

4.40%

4.18%

0.07%

4.4%

30.00%

22.00%

18.00%

3.00%

6.00%

2.00%

0.30%

1.00%

28.00%

20.00%

16.00%

2.00%

6.00%

1.50%

0.20%

1.70%

26.00%

17.00%

17.00%

2.00%

7.00%

2.00%

1.00%

3.00%

Table 16 shows the breakdowns of contract dollars awarded for FY 2013 through FY 2016 to
small and marginalized businesses; women-owned small businesses; service-disabled, veteran-

owned small businesses; and HUB Zone businesses.

To ensure that small businesses are encouraged to receive a portion of federal procurements, the
Federal Acquisition Regulations (FAR} established annual goals that 23% of Federal
procurement dollars should be directed toward different socioeconomic categories of small
businesses. The CFPB, in its commitment to promoting small businesses, has individually set a
higher goal than that required under the FAR, of 28.5% for small business procurement awards.
In FY 2016, the CFPB met its goal of awarding 28.5% of all contracts to small businesses. As
shown in Table 16 below, the Bureau contracted $50,555,855 to small businesses, a total
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The following Tables 19 through 22 detail the historical obligations by the North American
Industry Classification System (“NAICS”) code which identifies products and service categories
of purchase for Fiscal Years 2013 - 2016.

As shown in Table 19 below, over half of the total obligations made in FY 2016 were in
Professional, Scientific & Technical Services. The two largest contracts in this grouping were for
approximately $34.6 million for other computer related services and approximately $24.9
million for administrative management and general management consulting services. In FY
2016, Information had the second largest amounts obligated with a total of $23.2 million.

FIGURE1: PERCENTAGE OF TOTAL OBLIGATIONS BY NAICS CODE GROUPING FOR FISCAL YEAR 2016

Professional, Scientific & Technical Services

Information
Utilities & Construction 0%
Finance & Insurance 1%
Administrative & Support & Waste. 8%
Wholesale Trade, Retail Trade, Transportation. 8%

Educational Services 86%

Manufacturing 58%

Other Services (except Public Administration)  0.56%
Health Care, Social Assistance,... 0.07%

Real Estate & Rental & Leasing 0.01%
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FIGURE 3: PERCENTAGE OF TOTAL OBLIGATIONS BY NAICS CODE GROUPING FOR FISCAL YEAR 2014

Administrative management and general
management consuiting services

All other information services
Other computer refated services
Computer systems design services

Customn computer programming services

Commercial and institutional building

=]
construction %o

Advertising agencies Yo
Facilities support services Yo
Temporary help services %

Other
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and women-owned businesses seeking Federal procurement opportunities. The working group
is currently warking on developing standardized supplier diversity metrics that will provide data
for reports to the public.

5.3 Supplier diversity training and resources

One of the strategies proven to be effective in expanding the pool of minority-owned and
women-owned businesses interested in procurement opportunities with the Bureau has been to
provide potential business partners with information on the process for doing business with the
Bureau. Over the past three years, OMWI and the Office of Procurement have increased their
outreach and information sessions and have provided training on how to do business with the
Bureau. In Calendar Year 2016 this program was put on hold due to personnel shortages.

In addition, OMWI has developed and continually updated a number of practical resources for
minority-owned and women-owned businesses seeking to do business with the Bureau. These
materials included information on historical obligations by products and services categories, a
forecast of future procurements, and information on small business set-asides. In Calendar Year
2016, OMWI worked with the Office of Procurement to make these resources availahle digitally
and updated them regularly on the CFPB’s website

5.4 Qutreach for supplier diversity

One of the key supplier diversity priorities continues to be familiarizing minority-owned,
women-owned and other disadvantaged businesses with the Bureau’s procurement policies and
with information on the opportunities for doing business with the Bureau. To address that
priority, OMWI has developed an outreach program to introduce the Bureau to the vendor
community, and to begin to build relationships with prospective vendors. The expected outcome
is continued growth in the award of contracts. This program which was developed in FY 2013
has continued to evolve over the past three years. Components of the program include:

= Establishing and developing relationships with key business stakeholders, industry
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groups, and trade groups;

= Participating as speakers on panels, attending supplier diversity events, and co-locating
with other federal partners at events when available;

= Distributing literature and educational materials aimed at minority-owned and women-
owned businesses;

* Collaborating with the Office of Procurement on a series of outreach events targeted at
minority-owned and women-owned businesses; and

= Establishing recurring Supplier Diversity Procurement Workshops to assist minority-
owned and women-owned businesses seeking CFPB opportunities.

Over the past two years, OMWI engaged with several organizations to increase the participation
by minority-owned and women-owned businesses in procurement activities. To develop and
maintain relationships and partnerships with business organizations, OMWI participated in
“matchmaking” events, business fairs, and scheduled OMWI Director and other OMWI staff to
speak on a number of panels. A comprehensive list of the organizations that OMWI engaged
with is included in Appendix C.
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6. Regulated entities

As mentioned above, the CFPB is a regular participant in an interagency working group
consisting of OMWI Directors from the Federal Deposit Insurance Corporation, the Federal
Housing Finance Agency, the Federal Reserve Board of Governors, the Department of the
Treasury, the National Credit Union Administration, the Office of the Comptroller of the
Currency, and the Securities and Exchange Commission.

On October 25, 2013, the CFPB, along with the OCC, the Federal Reserve Board, the FDIC, the
NCUA, and the SEC, released a proposed policy statement establishing joint standards for
assessing the diversity policies and practices of entities regulated by the agencies. These
standards were published in the Federal Register for comment, and comments were sent back to
the agencies by February 7, 2014. These agencies reviewed the comments and developed a final
policy statement which was published in the Federal Register on June 10, 2015. In 2016, OMWI
continued the planning needed for initiatives related to the new standards.*® This planning work
included:

= Creating a self-assessment tool that will be offered to entities to assess their diversity and
inclusion policies and practices,

= Identifying key stakeholders, both internal and external to the CFPB, and establishing
lines of collaboration so that when the standards are implemented, the process will be
smooth and effective; and
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= Building the Bureau processes for ensuring separation of the implementation of the
standards from other Bureau engagements with the regulated entities.

In November 2016, the CFPB OMWI hosted an initial roundtable listening session with
members of the mortgage industry in order to learn more about their experiences, practices and
challenges with diversity and inclusion management practices. The roundtable was attended by
20 variously-sized organizations in the mortgage industry, and OMWI Directors from other
financial regulatory agencies. The meeting was designed to provide an opportunity for
participants to exchange ideas and to learn about common practices that currently existin the
mortgage industry to further diversity and inclusion among participants in that industry.
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7. Summary of Major
Accomplishments,
Challenges and Next Steps

/.1 Major accomplishments

The CFPB has made important strides in diversity and inclusion in 2016. The following are some
of the Bureau's key accomplishments:

» The CFPB earned acknowledgment for its diversity and inclusion initiatives by external
organizations, among them: 1) the Partnership for Public Service ranked the CFPB fourth
among 26 peer agencies in its “Support for Diversity” category ranking for 2016; 2) the
Professional Diversity Network (PDN) named the Bureau as one of the “Top 10 Leading
Employers in Diversity”; and 3} disABLED magazine named the CFPB one of the top
thirteen Best Federal Agency Employers for persons with disabilities.

= Onthe 2016 Annual Employee Survey {AES) conducted by OPM, the Bureau consistently
outperformed the government-wide average on the Inclusion Quotient, which is a
measure of the extent to which employees experience the Bureau as inclusive,

= In Calendar year 2016, the divisions of the Bureau began to develop and implement
diversity and inclusion goals and objectives in their divisional strategic plans reporting
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The CFPB also engages in extensive outreach for experienced professionals and experts and
utilizes the broad reach of professional organizations to access potential candidates. In 2016 the

Bureau attended the following recruiting events:
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Association of Latino Professionals in Finance & Accounting (*“ALPFA”) Central Region
Student Symposium Career Fair — Houston, TX ALPFA Southeast Region Student
Symposium Career Fair — Orlando, FL

ALPFA National Convention — Lake Buena Vista, FL

ALPFA Northeast Region Student Symposium Career Fair — Newark, NJ

Congressional Black Caucus {"CBC") Annual Conference — Washington, D.C.

East Coast Asian American Student Union {("ECAASU"} Conference — Washington, D.C.
Equal Opportunity Publications STEM Career Fair - Washington, D.C.

Hispanic National Bar Assaciation ("HNBA") 40th Annual Convention — Boston, MA.
Lavender Law Conference & Career Fair (LGBT Bar Association) - New York, NY

The League of United Latin American Citizens ("LULAC") National Conference & Expo -
Salt Lake City, UT

National Asian Pacific American Bar Association (“NAPABA™} Annual Convention —
New Orleans, LA

National Association for the Advancement of Colored People (“NAACP”) Annual
Convention — Philadelphia, PA

National Association of Asian American Professionals (“NAAAP") National Conference &
Diversity Career Fair — Anaheim, CA

National Association of Black Accountants (“NABA™) — Eastern and Southern
Conferences

National Association of Women MBAs {("NAWMBA") Conference & Career Fair —
Houston, TX

The National Bar Association Annual Convention — Los Angeles, CA
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= National Black MBA Association (“NBMBAA") Annual Conference & Expo — Orlando, FL
» National Council of La Raza (“NCLR") National Expo — Kansas City, MO

» National Society of Hispanic MBAs (“NSHMBA™) Conference & Career Expo — Chicago,
IL

« National Urban League Annual Conference — Ft. Lauderdale, FL

=  Waomen of Color (STEM)
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APPENDIX C:

Organizations with which OMW]|

had outreach engagements in
2015-2016

= The Congressional Black Caucus Foundation

*« The National Urban League

=  CFPB Supplier Diversity Workshop

= The Federal Reserve Board Vendor Outreach Fair
« 25th Annual Government Procurement Conference
=  OMWTI Interagency Technical Assistance Day

= The League of United Latin American Citizens

» The National Council of La Raza

» National Minority Supplier Development Council Conference & Business Opportunity
Fair

= The Women Business Enterprise National Council (WBENC)
« National Contract Management Association World Congress 2016

= National Hispanic Leadership Agenda [NHLA]
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1. Agency identifying information

TABLE 1: AGENCY IDENTIFYING INFORMATION

2. Address 1700 G Street NW

4. CPDF Caode FRFT
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2. Total employment

TABLE 2: TOTAL EMPLOYMENT

Temporary employees 151

Total employment 1,645

Data as of September 30, 2016, Workforce numbers for FY 2015 included in this FY 2016 Status Report may differ
slightly from corresponding data reported in the FY 2015 Status Report. This is due te retroactive processing of
personnel actions, late processing of personnel actions, or other changes made in applicable data systems since the
data was finalized for the FY 2015 Status Report.
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5. Executive summary

QOverview

This Equal Employment Opportunity (EEO) Program Status Report for Fiscal Year (FY)} 2016 is
prepared and submitted pursuant to the Equal Employment Opportunity Commission’s
Management Directive 715 (MD-715), and accompanying instructions and guidance. This report
highlights accomplishments by the Consumer Financial Protection Bureau (CFPB or the Bureau
or the Agency) in FY 2016 in continuing to establish and solidify its EEO Program. This report
also identifies areas where the Bureau will take further actions to enhance its EEQ Program.

Mission

CFPB is the nation’s first federal agency focused solely on consumer financial protection. The
Dodd-Frank Wall 5treet Reform and Consumer Protection Act (Pub. L. No. 111-203) (July 21,
2010) (Dodd-Frank Act) created CFPB to protect consumers and to encourage fair and

competitive consumer financial markets. CFPB officially began operations onJuly 21, 2011. At
the end of FY 2016, the Bureau consisted of 1,645 employees {permanent and temporary).

CFPB's mission is to make markets for consumer financial products and services work for
people in America — whether they are applying for a mortgage, choosing among credit cards, or
using any number of other consumer financial products. CFPB helps consumer finance markets
work by making rules more effective, by consistently and fairly enforcing those rules, and by
empowering consumers to take more control over their lives. When CFPB achieves its mission, it
will have facilitated the development of a consumer finance marketplace where consumers can
see prices and risks and can easily make product comparisons. The envisioned consumer finance
marketplace will work for consumers in America, responsible providers, and the economy.

CFPB is achieving its mission and vision through data-driven analysis, innovative use of
technology, and valuing great teamwork and top talent. CFPB is using data purposefully to
support informed decision-making in all internal and external functions. CFPB strives to be an
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Office of Minority and Women Inclusion (OMWTI). The Director of OEOF reports directly to the
Director of CFPB,

OCR has operated since February 2013, It works to ensure that CFPB complies with all federal
EEO laws and related civil rights protections; provides a neutral forum for the discussion,
investigation, and resolution of certain EEQ matters; and strives to integrate EEO into CFPB’s
everyday work. OCR also works to empower individuals to participate constructively to their
fullest potential in support of CFPB’s mission. OCR endeavors to ensure that CFPB reflects the
rich diversity of the nation and provides a full and fair opportunity for all employees and
applicants, and that CFPB employees have the working environment that will support them in
their efforts to protect consumers.

Among other services, OCR provides policy and technical advice on EEQ and civil rights to the
CFPB Director and senior leadership, and manages the Bureau’s EEOQ complaint process
pursuant to 29 C.F.R. Part 1614, The Bureau’s EEO Program works to ensure the EEQC’s six
essential elements of a model EEQ Program are incorporated into the fabric of the Bureau, thus
supporting the goal of maintaining a discrimination-free warkplace for all.

The Director of OCR (like the Director of OEOF) reports directly to the Director of CFPB." OCR
emphasizes and maintains its neutrality and impartiality, which is critical to having an efficient
and fair EEO complaint resolution process. This ensures that employees and managers know
that the pre-complaint and investigation stages of the Part 1614 process are not adversarial, that
OCR will provide a neutral and impartial factual record, and that, when requested, OCR will
issue a final decision assessing the facts and law to determine whether or not one or more of the
applicable employment discrimination laws have been violated.

The OCR Director exercises full authority to carry out the Part 1614 functions of OCR without
Legal Division (i.e., General Counsel) involvement, thus ensuring impartiality and removing any
possible conflict of interest. Legal resources within OCR make this possible. OCR staff,
sometimes with the assistance of contractors, conducts legal sufficiency reviews of EEO matters,

1 The OCR Director is a CFPB Assistant Director. For purposes of this report, the term "OCR Director” will be used.
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opportunity for all employees to advance; and (3) ensure that unlawful discrimination in
the workplace is promptly corrected and addressed.

» Attract, develop, and retain EEO staff with the strategic competencies necessary to
accomplish the Agency’s EEO mission, and interface with Agency officials, managers and
employees.

= Recruit, hire, develop, and retain supervisors and managers who have effective
managerial, communications, and interpersonal skills. Provide managers and
supervisors with appropriate training and other resources to understand and
successfully discharge their duties and responsibilities.

« Involve managers and employees in the implementation of the Agency’s Title VII and
Rehabilitation Act programs.

= Use various media to distribute EEQ information concerning federal EEQ laws,
regulations and requirements, rights, duties, and responsibilities and to promote best
workplace practices.3

These aspects of integrating EEO into the Bureau’s strategic mission are discussed in greater
detail below.

Reporting structure

CFPB’s reporting structure allows the OCR Director to have direct and regular access to CFPB’s
Director and other senior level management officials. OCR is located within OEOF, which is a
part of the CFPB Director’'s Executive Office. The OCR Director reports directly to the CFPB
Director on EEO matters and to the OEOF Director on all administrative matters. This reporting
structure allows the EEC program to be run efficiently and effectively. Critically, this reporting
structure provides the OCR Director with the autonomy and authority needed to carry out a
successful EEO Program while also leveraging synergies between the work of OCR and OMWIL.

D TmerAm TR RAedel A cec o TS AT cod ek bileesioq Act Programs, at Section I1.B., available at
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collective bargaining agreement.

= (Consulted and collaborated with OHC to analyze and encourage OHC to implement
recommendations contained in the Report of Co-Chairs Commissioner Chai Feldblum
and Victoria Lipnic of the EEOC's Select Task Force on the Study of Harassment in the
Workplace related to effective anti-harassment programs.*

OHC, OCR, and OMWI also have continued discussions to better define roles and
responsibilities among the offices, and then to acquire and assign additional personnel
resources, as necessary, to support the EEO Program.

Resources for the EEO program

During FY 2016, the Bureau allocated additional resources OCR requested to ensure that the
EEO Program remains successful and operates in an effective manner. This has proved vital to
ensuring integration of EEO into the Agency’s strategic mission.

During FY 2016, OCR secured approval to onboard additional full-time and shared resources.
OCR hired an individual formerly from the EEQOC’s Office of Federal Operations (OFQ) —~ with
extensive experience as an Appellate Review Attorney and as an Administrative Judge — to serve
as the Bureau's EEQ Complaints Program Manager. This new program manager focuses on
maintaining and enhancing the quality and timeliness of all aspects of the Part 1614 complaint
process. OCR also now has a data analyst (sited within OHC and shared with OMW1) to perform
trend and other data analyses, such as identifying triggers and barriers to EEO throughout the
Bureau.’ In addition, OCR procured approval to hire a Conflict Prevention Program Manager to
focus on enhancements to EEO and non-EEO alternative dispute resolution {ADR) options. This

4 This report can be found

5 The EEOC defines a “trigger” to mean merely a data point “which alerts the agency to the possible existence of a
barrier to equal opportunity,” = 7 ot T h o "7 77 715, at Question 7
(emphasis added), available a A “barrier” is a specific
agency policy, procedure, or pracuce tnat nmits empIoyment Cpporiunites 1or memaoers of a particular EEO group.
The presence of a “trigger” does not necessarily suggest that a barrier to equal employment opportunity exists,
much less that any possible barrier is unlawful.
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Attracting, developing, and retaining EEO staff

One vital element to ensuring that EEO is integrated into the mission of the Bureau is to attract,
train, and keep well-qualified staff within OCR. As mentioned above, during FY 2016, OCR hired
an EEO Complaints Program Manager who previously worked at the EEOC (for approximately 9
years} as both an Administrative Judge and an Appellate Review Attorney within the EEOC's
OFO. As also mentioned above, in FY 2016 OCR was allocated additional personnel resources to
address critical programmatic needs, such as ADR. During FY 2016, OCR retained all of its
permanent, full-time staff members, many of whom were first hired soon after OCR was
established in FY 2013. (In FY 2016 an administrative assistant in OEOF did depart to join
another federal agency, and OEOF has subsequently onboarded this person’s replacement. In
early FY 2017, an OCR EEO Specialist retired.)

OCR staff has also received training to maintain the competencies necessary to accomplish the
Bureau’s EEO functions and mission. OCR management has provided or authorized various
types of training (including webinars and presentations on significant EEOC cases) and
procured helpful resources (such as current-awareness periodicals, treatises, and advanced
research tools) to equip EEO staff with the knowledge and skills essential for a successful EEO
program. Many of these trainings involve personnel from other Bureau divisions, such as OHC,
presenting excellent opportunities for knowledge-sharing and collaboration across the Agency.
Formal trainings attended by EEOC staff are included in the table below.

TABLE 5: RECENT EEO STAFF TRAINING

iComplaints Basics December 2, 2015
Employees with Psychiatric Disabilities Aprit 19, 2016
7 Habits of Highly Effective Peopte Aprit 25-27, 2016

7 Common Mistakes Agencies Make in the EEQ Process  May 18, 2016
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National Council of La Raza (NCLR)

National Urban League (NUL)

Hispanic National Bar Association (HNBA)

Congressional Black Caucus

National Black MBA Association

Howard University

The Bureau also uses the Professional Diversity Network (PDN) to advertise opportunities for
employment at CFPB. PDN connects the Bureau to eight affinity career sites that provide access
to three million registered users. Websites included in this network include ihispano.com,
BlackCareerNetwork.com, WomensCareerChannel.com, Military2Career.com, ProAble.net,
Acareers.net, OutProNet.com, Black Data Processing Associates, and disABLEDperson.com.

To develop and retain managers and supervisors, the Bureau provides appropriate and critical
training. This helps ensure CFPB managers and supervisors have — and feel properly equipped
with — the skills and competencies needed to fulfill their responsibilities and duties under the
Bureau's EEQ program, as well as the ability to properly supervise a diverse staff of employees.
Relevant training provided includes a mandatory 2-day EEQ training through the EEQC
Training Institute, a mandatory 2-day diversity and inclusion training, a mandatory 3-day
Supervisory Development Seminar (SDS), 8 days of mandatory Leadership Excellence Seminars
(LES), and a mandatory training on structured interviewing techniques for all “lead
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interest-based groups. ERGs at the Bureau will serve as advocates for equality and
diversity and inclusion, and provide a means for employees to be active in supporting
programs aligned with the Bureau's mission, such as the EEOQ Program. ERGs will foster
employee engagement throughout CFPB by strengthening inclusion and understanding
of cultural differences. ERGs also will contribute in ways that help the Bureau hire,
retain, and develop its diverse workforce. Recently, the Bureau’s first official ERGs -
CFPB Pride (for LGBTQ+ employees and allies) and CFPB Adelante! (for
Hispanic/Latino employees and allies) formed. Additional ERGs are being planned and
will be created soon.

«  Unfon Outreach. OCR has engaged in outreach to the leadership of the NTEU chapter
representing (as of the end of FY 2016) approximately 1,115 Bureau employees, OCR
leadership met with the NTEU local board to understand how OCR could better educate
bargaining unit members, and subsequently presented a one-hour training for
bargaining unit members titled “Everything You Ever Wanted to Know About the
Bureau’s Office of Civil Rights and the ‘EEO Process’ (But May Have Been Afraid to
Ask!).”

Further, OCR, in collaboration with OHC, OMWI, External Affairs, and CFPB's Culture Team,
has been successful in getting employees and managers involved in Heritage Month/Special
Observances and other diversity-related events. For example, in FY 2016, various employees and
managers helped plan and present the widely attended events listed in the table befow.

TABLE 8: HERITAGE MONTH AND DIVERSITY EVENTS

National Native American Heritage Month: Lunch and
Learn featuring Ann Marie Bledsoe Downes, the Deputy
Assistant Secretary, Indian Affairs for Policy and

Franamir Navalanmant NManartmant af tha Intariae

November 19, 2015

Public Service Recogniticn Week: Presentation from the May 4, 2016
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OCR also conducts, collaborates in presenting, and/or sponsors numerous in-person trainings,
as well. In his FY 2016 EEO Policy/Anti-Harassment Statement, Director Cordray conveyed his

expectation that all Bureau employees prioritize diversity and inclusion and EEO training and

put what they learn into practice every day. For example:

3

All 246 new hires at the Bureau (100%) completed mandatory New Employee
Orientation Training during FY 2016, during which OCR staff provides an overview of
EEO rights and responsibilities (including explaining the Part 1614 process and
emphasizing the 45 calendar day timeframe for contacting an EEO counselor).

A total of 234 employees completed mandatory diversity training in FY 2016. CFPB
began offering this two-hour awareness raising workshop to non-managerial employees
to help develop a shared understanding of diversity and inclusion at the Bureau. The
workshop focuses on the importance of diversity and inclusion in strengthening
individual competence for interacting effectively in a diverse workplace and the ways in
which an understanding of diversity and inclusion contributes to the effectiveness of the
Bureau’s work in serving consumers. As of the end of FY 2016, 1,099 CFPB employees
had completed this training, with the remainder scheduled to complete it by the end of
calendar year 2016. Evaluations of the training indicated that it was well received and
effective in increasing employees” awareness of the importance of diversity and inclusion
to the Bureau’s overall effectiveness.

A total of 65 supervisors and managers completed a mandatory 2-day EEO Training
conducted by the EEQC Training Institute in FY 2016, for a total of over 250 to date.

A total of 47 supervisors and managers completed mandatory Leadership Excellence
Seminars (LES) in FY 20716, and over 200 total supervisors and managers have
completed these seminars to date.

A total of 56 supervisors and managers completed the mandatory Supervisory
Development Seminar (SDS) in FY 2016, and approximately 265 total supervisors and
managers have completed this seminar to date — almost 95 percent,

A total of 112 supervisors and managers completed the mandatory supervisor 2-day
diversity training in FY 2016, and approximately 230 total supervisors and managers
have completed this training to date — approximately 83 percent.
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including contact information for all OCR staff, to ensure that employees can easily seek OCR's
assistance in person or virtually.

5.3 Essential Element 3: Management and

program accountability

Management Directive 715 explains that a model Title VII and Rehabilitation Act program will

hold managers, supervisors, EEO officials, and personnel officers accountable for the effective
implementation and management of an agency’s program. Per MD-715, in ensuring such
accountability, the Bureau must:

33

Conduct regular internal audits, on at least an annual hasis, to assess the effectiveness
and efficiency of the Title VII and Rehabilitation Act programs and to ascertain whether
the Agency has made a good faith effort to identify and remove barriers to equality of
opportunity in the workplace.

Establish procedures to prevent all forms of discrimination, including harassment,
retaliation, and failure to provide reasonable accommodation to qualified individuals
with disabilities.

Evaluate managers and supervisors on efforts to ensure equality of opportunity for all
employees.

Maintain clearly defined, well-communicated, consistently applied, and fairly
implemented personnel policies, selection and promotion procedures, evaluation
procedures, rules of conduct, and training systems.

Implement effective reasonable accommodation procedures that comply with applicable
executive orders, EEOC guidance, the Architectural and Transportation Barriers
Compliance Board’s Uniform Federal Accessibility Standards and Electronic, and
Information Technology Accessibility Standards (and ensure that EEQC has reviewed
those procedures when initially developed and if procedures are later significantly
modified).

Be mindful of the Agency’s disability program obligations, including the provision of
reasonable accommodations, when negotiating collective bargaining agreements with
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= Asystematic, comprehensive and defined diversity recruitment strategy.

The Bureau also was featured as a “Company to Watch™ in Universum’s 7op 100 Employers
publication. Universum is a global branding and consulting firm which annually surveys over
75,000 college students at over 300 institutions about the companies they admire most and
would most want to work for. CFPB’s feature includes a profile of Monica Romero, an Examiner
from the Bureau’s Western region.

Further, in January 2016, Careers & the disABL£D, a magazine targeted to the recruitment of
persons with disabilities, named CFPB the 13th Best Federal Agency Employer for persons with
disabilities,

In FY 2015, the Office of the Inspector General (OIG) of the Board of Governors of the Federal
Reserve released its results of its audit to assess the efficiency and effectiveness of the Bureau’s
EEOQ diversity and inclusion efforts and its EEO complaint processing program. The report,
CFPB Can Enhance Its Diversity and Inciusion Efforts, issued on March 9, 2015, states that
regarding the 29 C.F.R. Part 1614 complaint process:

=  “CFPB has policies and procedures for each of its employee complaint processes [e.g.,
EEO complaints].”

= These “processes give employees the opportunity to have their complaints heard,
investigated, and redressed in a fair and equitable manner.”

* “CFPB adheres to several laws and regulations related to its OEEO [Office of Equal
Employment Opportunity — OCR] and the processing of EEQ complaints.”°

During FY 2016, CFPB made substantial progress on or completed OIG recommendations
including, for example, obtaining commercial software to support EEO complaint tracking and
reporting requirements, mandating diversity training, creating a D&I Strategic Plan, and
creating a Succession Planning and Career Pathing Guide. On September 30, 2016, the OIG

10 This report is available a
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wrote to the Bureau closing out an additional recommendation and confirming that only six" of
the original 17 recommendations remain open.

In November 2015, the minority staff of the U.5. House of Representatives Committee on
Financial Services issued a report titled 7he Dodd-Frank Act Five Years Later. Diversity in the
Financial Services Agencies.? This report reviewed audits of seven financial regulatory agencies
including the OIG audit of CFPB discussed above. The various OIGs for financial regulatory
agencies had been asked to review the agencies’ internal operations to determine whether any
personnel practices have created a discriminatory workplace or have otherwise systematically
disadvantaged minorities and women employees, particularly from obtaining senior
management level positions. The report highlighted the number of changes CFPB has instituted
to its workforce practices designed to remedy perceived past shortcomings and proactively
prevent discrimination. The report commended CFPB for evaluating its Performance
Management Review (PMR) program, and determined that CFPB's willingness to hold itself
accountable for achieving a non-discriminatory work environment was an “agency best
practice.”

OnJune 21, 2016, the Government Accountability Office (GAOQ) released a report describing the
CFPB's ongoing work to foster a diverse and inclusive workforce and positive organizational
culture.” The report examined a wide variety of diversity and inclusion efforts underway at
CFPB, noted progress that the Bureau has made, and identified recommendations on how to
further enhance initiatives to promote the Agency’s broad diversity and inclusion goals.

After its two-year review, GAO reached a number of important conclusions. First, GAO expressly
recognized that CFPB has engaged in ongoing improvement efforts in response to challenges

11 To date, only three recommendations related to OEOF remain open and the Bureau has met with the IG to discuss
officially closing them out,

13 See Consumer Financial Protection Bureg = *~=" i ot 2otiem s Mansdoddan Momws s = Toje and Inclusive
Workplace (pub. June 20, 2016), available :
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respect and 87.8 percent indicating that their supervisor supports the need to balance work and
other life issues,

Overall, FY 2016 AES results revealed 50 “Strengths,”'? three “Challenges,”'> seven “Issues to
Watch,”'6 six “Improvements,” and 0 “Declines.” Many survey items displayed no significant
demographic differences, and 42 of the items represented strengths for every demographic
group. Shared strengths are concentrated around the topics involving my work experience, my
work unit, my supervisor, management, and overall satisfaction. These include feeling that my
work is important, people in my work unit share knowledge and help each other, my supervisor
treats me with respect, and I am satisfied with my job overall.

At the same time, there are some areas of difference in responses between demographic groups
that present opportunities for further enhancements, and which will be monitored by OEOF,
OHC, and the Bureau's Office of Strategy. Bureau partners in OEOF, OHC, and the Office of
Strategy are continuing to analyze these results to determine if there are any triggers creating
barriers for equal opportunities.'”

Additionally, since_ July 2011, CFPB has taken quarterly surveys of new employees, These
surveys provide an innovative approach to engage in ongoing barrier analysis. The surveys are
given to employees every quarter during the first year of their employment (four times in the
first year), and ask questions about the employees’ satisfaction with various areas of
employment, including the recruitment experience, the application and hiring process, new
employee orientation and training, supervision, and engagement. The surveys are then analyzed

14 Ttems that are 65 percent or more positive (percent favorable) are strengths. Percent favorable (positive ratings) is
the sum of two categories (e.g., Strongly Agree/Agree or Very Satisfied/Satisfied),

15 Ttems that are 35 percent or more negative (percent unfavorable) are areas of challenge. Percent unfavorable is the
sum of two categories (e.g., Strongly Disagree/Disagree or Very Dissatisfied/Dissatisfied).

16 Items that are 25 percent or more negative {percent unfavorable) are issues to watch. Percent unfavorable is the
sum of two categories (e.g., Strongly Disagree/Disagree or Very Dissatisfied/Dissatisfied).
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5.4 Essential Element 4: Proactive
prevention

According to Management Directive 715:

Agencies have an ongoing obligation to prevent discrimination on the bases of
race, color, national origin, religion, sex, age, reprisal and disability, and
eliminate barriers that impede free and open competition in the workplace. As
part of this ongoing obligation, agencies must conduct a self-assessment on at
least an annual basis to monitor progress, identify areas where barriers may
operate to exclude certain groups and develop strategic plans to eliminate
identified barriers.®

Self-assessments

As discussed above, CFPB has conducted or participated in various self-assessments, audits, and
reviews that began or continued during FY 2016. Proactively, and in response to specific
recommendations made by outside stakeholders, the Bureau has invested substantial resources
in building a workplace that fosters collaboration, leverages diverse viewpoints, and offers
development and advancement opportunities to all employees. Creating a positive
organizational culture at a new agency is a complex task. The Bureau has been deeply committed
to getting this critical task right and has taken key steps to create such a culture in the first years
of its existence. To date, these efforts have included:

= Providing interactive diversity and inclusion awareness training to employees.

= Requiring managers to attend external management trainings while developing an
internal training curriculum that the Bureau launched in 2014.

1O M RAR TAT RA- el A T AT o R - L= San At Programs, at Section 11.D., available at
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Initiating a 2.5-year Bureau-wide research effort to develop robust competency models
describing the skills and expertise expected for all Bureau positions.

Building a recruitment outreach function focused on identifying diverse talent pools,
including recruitment through professional organizations and online communities
focused on diversity.

Developing data-driven pay-setting processes that use objective measures without regard
to race, gender, ethnicity, sexual orientation, and other protected categories in
determining salary offers.

Introducing structured interview training to guard against bias in the interview process
and improve the quality of personnel selections.

Using the Inclusion Quotient developed by OPM to monitor AES responses related to the
Bureau's inclusiveness.

Over the past two years in particular, the Bureau has continued to build its organizational

culture and enhance its personnel management through development of new initiatives.

Additional steps taken during this time period included:
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Creating the Office of Equal Opportunity & Fairness, thus elevating OMWI and OCR to
the Office of the Director,

Through OMWI, conducting 48 listening sessions with more than 300 employees to
better understand on-the-ground employee experiences and developing and
implementing recommendations based on that feedback.

Creating the Executive Advisory Council (EAC), a cross-divisional advisory group that
integrates diversity and inclusion into the Bureau’s operations through strategic
guidance to the Bureau’s Director and senior leaders.

Establishing the Diversity and Inclusion Council of Employees (DICE), a staff-level
analogue to the EAC that provides critical input on staff experience in regular meetings
with Bureau leadership.

Working with NTEU to establish a joint Career Pathing Working Group to develop career
planning strategies and provide recommendations on opportunities for employee
advancement,

EEQ PROGRAM STATUS REPORT FOR FY 2016



Launching a detail opportunities page on the Bureau's intranet to increase transparency
and encourage more employees to apply for these valuable opportunities.

Creating a dedicated team within the Operations Division to improve communications to
staff regarding Bureau events, policies, procedures, and other issues involving Bureau
culture and work life.

Validating and launching a new Leadership Competency Model that defines expectations
and requirements for leaders at all levels of the organization, as well as a new
competency model for non-supervisory staff — all of which emphasize diversity and
inclusion principles.

Through the OCR, commencing a 2-day mandatory manager and supervisor training
workshop led by the EEQOC Training Institute and developing an Alternative Dispute
Resolution training module, among other training and learning opportunities made
available by OCR.

Mandating employee participation in a Diversity and Inclusion Awareness Workshop,
which over 80% of all employees have already completed.

Mandating a 2-day training workshop for managers on effective managing diversity and
inclusion, which over 80% of managers have now completed.

Developing a comprehensive policy for the establishment of employee-led Employee
Resource Groups (ERGs).

Launching a pilot of a Mentoring Bank program that had a very positive response. (As a
result, discussions are underway to expand it.}

Offering “Crucial Conversations,” a team-based communications course, Bureau-wide.

Overall, the Bureau has made steady progress in building an infrastructure that supports a
vibrant organizational culture. The Bureau recognizes that diversity and inclusion form an
especially critical component of its organizational cutture, and that, as stated in our Business

Case for Diversity and Inclusion, “a diverse and inclusive workforce is essential to building an

agency that can do its very best work.” The Bureau has taken many steps considered best
practices to build and maintain such a workplace, including those highlighted above. It has also
taken steps to weave diversity and inclusion efforts into the fabric of work life at the Bureau and
to preserve their importance by requiring each division of the Bureau to adopt diversity and
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Accommodation policy and procedures, specifically. From the first day employees hegin their
tenure at the Bureau, they are informed about their rights and obligations with respect to
disability-related reasonable accommodations. As part of CFPB’s New Employee Orientation
(NEQ) and onboarding sessions, OCR provides a briefing to all newly appointed employees
ahout EEO at the Bureau. At these sessions, employees are specifically told about their right to
disability-related reasonable accommodations, and about the Bureau’s policy and procedures on
reasonable accommodations. OCR staff gives employees the name and contact information for
the RAC. Employees are also given a binder of EEO materials that describes the reasonable
accommodation process. They also are told that all of this information is readily available on the
intranet. All CFPB managers and supervisors are also required to attend the various training
sessions (described above), which provide information about the reasonable accommodation
process and legal obligations (including a 2-day EEOQ training led by the EEOC Training
Institute). Relatedly, OCR’s intranet page has detailed information, including plain-language
FAQs, about disability-related reasonable accommaodations. OCR also provides supervisors and
managers with an EEO Resource Manual containing information about compliance abligations,
including information about complying with disability obligations and a copy of the Bureau's
reasonable accommodation policies and procedures. In FY 2017, OHC will identify avenues
where the Reasonable Accommodations program staff can present information on the
Reasonable Accommodations program directly to employees and supervisors.

CFPB has put in place various other personnel-related policies and procedures that aid in the
proactive prevention of discrimination and increase management and program accountability.
Having clear and concise policies and procedures minimizes subjectivity, prevents
misunderstandings about what CFPB expects from its employees and management officials,
clarifies the roles and responsibilities of the various offices within the Bureau, and creates an
environment and expectation of consistency in personnel decision-making Bureau-wide.
Management officials follow the policies and procedures listed in the table below.

TABLE 10: BUREAU POLICIES GOVERNING MAJOR PERSONNEL ISSUES AND PROGRAMS

Hiring, Promotion, and Internal Personnel Movements Policy
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Performance Management Program Policy

Alternative Dispute Resoiution Policy

In addition to formal policies, several other tools exist to assist with evenhanded
implementation of personnel-related matters including, for example, a Hiring Manager’s Guide,

recruitment-related resources, career planning resources, and procedures for documenting

declining performance.

5.5 Essential Element 5: Efficiency

Management Directive 715 explains that agencies must:
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Have an efficient and fair dispute resolution process and effective systems for evaluating
the impact and effectiveness of their EEO programs.

Maintain an efficient, fair, and impartial complaint resolution process. Agencies should
benchmark against EEOC regulations at 29 C.F.R. Part 1614 and other federal agencies of
similar size highly ranked in EEOC's Annual Report on the federal sector complaints
process.

Ensure that the investigation and adjudication function of the Agency’s complaint
resolution process are kept separate from the legal defense arm of the agency or other
agency offices with conflicting or competing interests.

Establish and encourage the widespread use of a fair alternative dispute resolution
(ADR) program that facilitates the early, effective, and efficient informal resolution of
disputes. Appoint a senior official as the dispute resolution specialist of the agency
charged with implementing a program to provide significant opportunities for ADR for
the full range of employment-related disputes. Whenever ADR is offered in a particular
workplace matter, ensure that managers at all appropriate levels will participate in the
ADR process.
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Use a complaint tracking and monitoring system that permits the Agency to identify the
location, status, and length of time elapsed at each stage of the Agency’s complaint
resolution process, the issues and the bases of the complaints, the aggrieved
individuals/complainants, the involved management officials, and other infoermation
necessary to analyze complaint activity and identify trends.

Identify, monitor, and report significant trends reflected in complaint processing
activity. Analysis of data relating to the nature and disposition of EEO complaints can
provide useful insight into the extent to which an agency is meeting its obligations under
Title VII and the Rehabilitation Act.

Ensure timely and complete compliance with EEOC orders and the provisions of
settlement/resolution agreements.

Maintain a system that collects and maintains accurate information on the race, national
origin, sex, and disability status of agency employees.

Maintain a system that tracks applicant flow data, which identifies applicants by race,
national origin, sex, and disability status and the disposition of all applications.

Maintain a tracking system of recruitment activities to permit analyses of these efforts in
any examination of potential barriers to equality of opportunity.

Identify and disseminate best workplace practices.?0

To these ends, CFPB continuously evaluates its EEQ complaint resolution process to ensure it is

efficient, fair, and impartial.

Neutrality

As noted above, the Director of OCR (like the Director of OEOF) reports directly to the Director

D Ces RAR TAT Rfedel fmom o T AT e RebeLilie-tTsn Act Programs, at Section ILE,, available at
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timeframes.

In FY 2016, CFPB also solicited bids for a Blanket Purchase Agreement with the goal of ensuring
consistent timely and high-quality counseling-related services. This contract was awarded at the
beginning of FY 2017, OCR also intends to increase the percentage of EEO counselings using
OCR employees. Further, the Bureau intends to award and enter into a Blanket Purchase
Agreement for investigative services, using an innovative model that will require a limited
number of non-rotating contractors to conduct work onsite with OCR staff with the goal of
enhancing efficiencies and quality of investigations and ROIs.

Alternative Dispute Resolution (ADR) program

The Bureau has an ADR Policy, and OCR provides additional information about the benefits of
ADR on the Bureau’s intranet. These materials explain the ADR process, why employees should
consider ADR, the different types of ADR, and how an employee can request ADR. The Bureau’s
ADR Policy makes clear that although ADR is voluntary for EEO filers, supervisors and
managers must participate in good faith if a filer elects ADR. The goals in having this strong
ADR policy include resolving conflicts at an early stage, improving workplace communication
and morale, and creating a more efficient EEQ Program.

OCR offers ADR during the pre-complaint and formal complaint stages of the EEO process,
including while cases are pending before the EEOC for hearing or on appeal. The Bureau also
offers mediation on an ad hoc basis for non-EEO workplace disputes through OHC, under its
Administrative Grievance policy, and through its negotiated grievance process. During FY 2016,
OCR scheduled approximately 12 mediations.

OCR is in the process of updating, to the extent needed, its ADR Policy to ensure that it complies
with the clarified standards in the revised Management Directive 110 (effective August 5, 2015).
Consistent with the revised MD-110, the Legal Division — not the responsible management
official directly involved in the dispute — has settlement authority for EEO cases at the
administrative level, including during EEQ counseling. OCR continues to assess internal data
related to the success of the ADR program, including resolution rates, and is collecting
information about best practices and benchmarks related to a recommendation for protocols to
create a structure that may help better support openness and willingness to employ creative and
early resolution options. The Agency has authorized ample funding for OCR and OHC to use
contract ADR professionals to resolve workplace disputes.
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CFPB has heen collecting applicant data for executive positions.

5.6 Essential Element 6: Responsiveness
and legal compliance

According to Management Directive 715, Federal agencies must:

» Ensure that they are in full compliance with the law, including EEOC regulations, orders,
and other written instructions.

= Report Agency program efforts and accomplishments to EEOC and respond to EEOC
directives and orders in accordance with EEOC instructions and time frames.

* Ensure that management fully and timely complies with final EEOC orders for corrective
action and relief in EEO matters,?

CFPB is committed to ensuring full compliance with the law and incorporating EEO best
practices into its everyday business. OCR staff is tasked with monitoring and complying with all
orders and directives by EEOC Administrative Judges and the EEOC’s Office of Federal
Operations.

The OCR Director’s performance standards require compliance with EEOC orders. OCR staff is
also responsible for compliance with EEOC orders, and has received formal training in EEQ
compliance.

OCR issued a Final Agency Decision in FY 2016 finding violations of both the Rehabhilitation Act
and Title VII of the Civil Rights Act with respect to one individual (discussed above). This
finding and accompanying relief order underscore the Bureau's ability to ensure effective
compliance with applicable EEO laws.

DY s RAR TR RAesel Mmoo TS MTY e d ek Rili-tign Act Programs, at Section ILF,, available at
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The Bureau has also complied with regulatory requirements to submit an annual Form 462
Report, EEOC MD-715 Report, the Federal Equal Opportunity Recruitment Program (FEORP)

Report, the Disabled Veterans Affirmative Action Program (DVAAP) Report, and quarterly and
annual No FEAR Act reports.
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6. Summary of workforce profiles

The workforce profile data represents the demographics of the CFPB workforce by race, sex,
national origin, and disability and was retrieved from CFPB database systems. The data is based
on information as of September 30, 2016,

As of the end of FY 2016, the total CFPB workforce was 1,645 employees, including 1,494
permanent employees and 151 temporary employees. The total workforce grew by 112 employees
during FY 2016, representing a rate of change of 7.31 percent. During FY 2016, all EEQ group
populations experienced net growth with the exception of males and females of two or more
races and American Indian/Alaska Native males and females. Compared to the U.5. Census
Civilian National Labor Force (CLF), overall CFPB demographics have not changed significantly
since FY 2015.22 White men, followed by White women, comprise the largest racial groups in
CFPB, followed by Black women and Black men, respectively. There was a growth of 11 new
employees with reportable disabilities from the beginning of FY 2016 to the close of FY 2016,
representing a net change of 8.27 percent, which exceeds the rate of change for the total
workforce.

22 The CLF is derived from the 2006-2010 American Community Survey {ACS) Equal Employment Opportunity
Tabulation {(EEO Tabulation}, The EEQ Tabuiation was ariginally released by the 1.5, Census Bureau on Novembey
29, 2012. It provides external benchmarks to assist federal agencies in monitoring employment practices and
enforcing workforce civil rights laws, Federal agencies are required to use the EEO Tabulation in prenaring their
------ fram mar mEa P cram Status reports. Se
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The temporary workforce grew by 7.09% when compared with FY 2015 from 1471 in FY 2015 to
151 employees in FY 2016, At the end of FY 2016, there were no Native Hawaiian/Pacific
Islander males or females and no American Indian/Alaska Native males or females in the
temporary workforce, There is one male and one female of two or more races in the temporary
waorkfarce, a net change of 100% (both at 0 employees in FY 2015). Hispanic females
experienced a net change of -20.00% from 5 to 4 employees between FY 2015 to FY 2016, White
females, Black females, and Asian males and females experienced an increase in representation
in the temporary workforce, and their respective representations are all higher than the CLF.

7.3 Analysis of senior pay bands by
grouping (permanent employees)

In the permanent workforce, White males and females, Black males and females, Hispanic
males and females, and Asian males and females are represented in all senior bands CN-53 to
CN-81/92/90.

Native Hawaiian/Pacific Islander males are not represented in any senior bands between CN-53
to CN-81/82/90 and Native Hawaiian/Pacific Islander females are represented only in senior
band CN-60.

American Indian/Alaska Native males are represented in senior band CN-53 and CN-60.
American Indian/Alaska Native females are represented in senior bands CN-60 and CN-71.

Females of two or more races are represented at senior bands CN-60 and CN-71, while males of
two or more races are only represented at senior band CN-60.

TABLE 16: SENIOR PAY BANDS BY GENDER {PERMANENT WORKFORCE)

54.10% 45.90%

49.20% 50.80%
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7.6.4 Miscellaneous administration and program (0301)

During FY 2016, CFPB employed 321 employees in the Miscellaneous Administration and
Program (0301 series) occupational series — 46.11% (148) males and 53.89% (173} females. The
demographic breakdown was as follows:

=  White males (100) comprised 31.15%

»  White females (83) comprised 25.86%

= Black males (23) comprised 7.17%

= Black females (60} comprised 18.69%

» Hispanic males (8) comprised 2.49%

» Hispanic females (12) comprised 3.74%

= Asian males (16) comprised 4.98%

= Asian females (15) comprised 4.67%

» Native Hawaiian or Pacific Islander females (1) comprised 0.31%
« American Indian or Alaska Native males (1) comprised 0.31%

= American Indian or Alaska Native females (1) comprised 0.31%
= Females of two or more races (1) comprised 0.31%

« Males of two or more races {0) comprised 0.00%
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7.8 Separations

7.8.1 Total separations

A total of 96 permanent employees were separated during FY 2016 — 55 (or 57.29%) males and
41 (or 42.71%) females. Separations include resignations, terminations, transfers, and
retirements. White males, at 41 (or 42.71%), were the largest group separated. Other rates of
separation include:

*  White females — 17 0or 17.71%

* Black males -4 or 4.17%

= Black females — 13 or 13.54%

= Hispanic males — 4 or 4.17%

» Hispanic females — 4 or 4.17%

» Asian males — 3 or 3.13%

= Asian females - 6 or 6.25%

*« American Indian or Alaska Native — 1 or 1.04%
= Males of two or more races - 2 or 2.08%

= Females of two or more races — 1 or 1.04%

TABLE 32: TOTAL SEPARATIONS BY GENDER

Percent 57.29% 42.71%
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9. EEO program self-assessment checklist

CFPB conducted the mandatory self-assessment of its EEQ Program by completing the Self-
Assessment Checklist. CFPB will retain the checklist and supporting documentation and data,
and make it available upon request by the EEOC,
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ensuring that the work environment is inclusive for all employees;

provided a mandatory two-day training workshop on diversity and inclusion and a two-
day training working on EEO compliance for all supervisors and managers to help them
strengthen their skills in leading and managing a diverse and inclusive workforce;

provided mandatory training for all non-supervisory employees to increase their
awareness and understanding of the importance of diversity and inclusion and how it
enhances the overall effectiveness of the Bureau;

collaborated across Divisions to enhance supervisory and employee training offered to
ensure that compliance, diversity and inclusion concepts are addressed, such as in the
supervisory development sessions, leadership effectiveness seminars, and structured
interview training;

presented a seminar to managers on identifying and utilizing effective strategies for
mitigating unconscious bias and ensuring compliance with civil rights mandates in
performance evaluations;

worked to establish and maintain relationships with, and outreach to, professional
organizations that represent Veterans, Disabled Veterans, individuals with disabilities
generally, Hispanics, LGBTQ+ individuals, and other minority constituencies (including
by attending career fairs and professional association meetings throughout the year to
meet and provide information on CFPB, and on emptoyment opportunities to these
groups, including posting vacancies on bulletin boards geared to these groups of
professionals);

established, and launched, the inaugural term of Diversity and Inclusion Council of
Employees (DICE), whose members represent employees from throughout the Bureau,
from both the Headquarters and the Regional offices;

adopted and began to implement an Employee Resource Group policy to serve as a guide
to employees who want to form interest-based groups to assist the Bureau in
understanding and considering various perspectives in our service to the diverse
spectrum of consumers, and to serve as a vehicle to assist in networking, recruiting and
retaining a diverse workforce;

analyzed the Annual Employee Survey (AES) results to assess employee perceptions of
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Target date for completion of objective  September 30, 2017

CFPB has worked with the Department of the
Planned activities toward completion of  Treasury/Bureau of the Fiscal Service to ensure that all
objective required data is collected. CFPB wiil be analyzing alf relevant
data to identify triggers and potential barriers.

Report of accomplishments and modifications to objectives

The EEQC in a technical assistance letter dated_June 24, 2016, noted that CFPB had not yet
begun collecting all data necessary for performing certain trigger and barrier analysis. The
EEOQOC noted that CFPB did not collect data tables A11 and A12, which contain applicant flow
data for senior level position (SLP) promotions and the SLP career development program
because CFPB was not yet using USAJ obs.gov for hiring executive-level positions, The EEOC
also stated that data for tables A11 and A12 would have shown the recruitment and selection of
Black males and females for promotions and career development opportunities in the senior
grade levels. Further, EEQC stated:

Given that CFPB is a new agency that opened in July 2011 and its Office of Civil
Rights opened in February 2013, we recognize that the agency will encounter
some EEO program deficiencies during the development of its workforce and
infrastructure. Accordingly, we will continue to provide assistance to CFPB
during its efforts to correct any identified deficiencies. However, as we noted . . .
CFPB does not yet collect all of the workforce data, including all applicant flow
data, which is necessary in order to conduct barrier analysis. In Part H of its next
MD-715 report, we expect CFPB to show meaningful progress toward capturing
all the required workforce data. We look forward to reviewing CFPB's progress
in this area in future MD-715 reports.

During FY 2016, the Bureau’s Office of Human Capital (OHC) was able to produce most
of the required MD-715 reports on applicants and existing employees. However, a
notable amount of time was spent manually compiling data required to produce some of
the MD-715 tables, specifically those representing applicant data. Pre-configured reports
are available in the systems of record that house the Bureau’s applicant data and
employee data. The Department of the Treasury (Bureau of the Fiscal Service), CFPB’s
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related to Schedule A including 7he ABCs of Schedule A for the Hiring Manager, a list of
targeted disabilities, information on how to access the relevant intranet content, and a
point of contact in OHC to provide assistance to their management teams.

Further, the Bureau has robust recruitment activities to recruit disabled veterans, which
should help the Bureau achieve its overall goal to have 2.0% of its workforce be
individuals with targeted disabilities.

All Schedule A appointees at the Bureau who have worked two years or more have been
converted to the competitive service. Hiring managers are encouraged by OHC, OCR,
and OMW!I to consider and use the Schedule A hiring authority to fill vacancies. The
Equal Employment Opportunity Commission, in a technical assistance letter dated June
24, 2016, stated: “We are pleased to note that CFPB stated in its response to our RFI
that the agency regularly converts its Schedule A appointees to competitive status after
two years of satisfactory performance. We urge CFPB to continue to ensure that its
Schedule A employees are timely converted to the competitive service.”

Retention. Training and mentoring is important in the career development and retention
of current employees with targeted disabilities; CFPB launched a pilot mentoring bank
program in FY 2015 that was successful and could be expanded in the future.

Internal Communications & Fducation. Schedule A training for all recruitment officials
is readily available and taken. OHC, OCR, and OMWI personnel are knowledgeable
about this flexibility. A recruitment toolkit for recruiting ambassadors outside of OHC,
OCR, and OMWI is available on the intranet and a PowerPoint presentation is provided
to recruiters. The guide advises that before any recruiting event, the recruiters must
understand the federal hiring rules, including special hiring authorities. Information
ahout the Schedule A hiring authority for people with disabilities is included and always
readily available to recruiters in the following resources:

1 Recruiting Ambassadors Toolkit that is available to all on the intranet;

u]

Federal Hiring Authorities page that is available to all on the intranet;

O

CFPB’s Hiring, Promotion, and Internal Personnel Movements Policy;

]

CFPB Hiring Manager’s Guide that is available to all managers on the intranet; and

]

A stand-alone intranet page explaining the Schedule A hiring authority, which
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contains links to information about the Schedule A authority from EEQOC, the Office
of Personnel Management (OPM), and the Office of Disability Employment Policy
(ODEP} at the Department of Lahor.

Additional information is periodically circulated as reminders that the Schedule A hiring
authority is available and managers — who also may serve as recruiters — are encouraged
to use it as a tool that can both enhance the diversity of the CFPB workforce and speed
the hiring process. For example, the Schedule A flexibility was highlighted in the
October 7, 2015, edition of the Bureau’s communications vehicle targeted at supervisors
(the "Manager Minute™).

Further, management officials and recruitment officials also have other frequent training
and educational opportunities on numerous disability-related employment topics,
including Schedule A. For example, in October 2015, for National Disability
Employment Awareness Month, the Bureau circulated disability etiquette tips to all
employees, and a video to help dispel employment myths related to persons with
disabilities. Each year (including in FY 2016), the Bureau also sends out notices via
electronic newsletters and on employee paystubs about important disability-related
programs and milestones (including reminders about the anniversaries of the passage of
the Rehabilitation Act of 1973 and the Americans with Disabilities Act). In early
November 2015, also in celebration of National Employment Awareness Disability
Month, OCR coordinated a panel discussion {(moderated by the Director of OCR)
comprising employees with disabilities sharing their stories, and highlighted Schedule A
hiring flexibility.

Finally, OCR is exploring the possibility of implementing an annual mandatory 8-hour
EEO refresher curriculum for supervisors and managers, which would include training
options on Schedule A and other disability topics. (All managers must complete 16-
hours of initial EEO training, which is offered through the EEOC Training Institute, and
have numerous other opportunities for additional learning.)

Cross-Divisional Collaboration. The Bureau's OCR has convened a working group of
various internal champions for disability-related issues. This forum allows persons to
raise issues, share information, and brainstorm strategies to create positive change at
CFPB. The purpose of the group is to set priorities for safeguarding and promoting the
rights of applicants, employees, contractors, and consumers with disabilities in all
Bureau activities. The group is exploring better ways to recruit and retain workers with
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process and to discuss their perception of Black candidates.

The Bureau procured an expert consultant to help it carry out these recommendations. Due to
procurement delays, CFPB did not begin working with the consultant until December 2016.
However, CFPB will update the EEOC on its progress.

See Part I-1 for an in-depth description of the Bureau’s plan to review its hiring process, which
may ar may not have an impact on this issue,
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April 7, 2017

The Honorable Michael Crapo

Chairman

Committee on Banking, Housing, and Urban Affairs
United States Senate

534 Dirksen Senate Office Building

Washington, DC 20510

Dear Chairman Crapo:

Enclosed please find the Consumer Financial Protection Bureau's Office of Minority and Women
Inclusion Annual Report to Congress, as required under Section 342(¢) of the Dodd-Frank Wall
Street Reform and Consumer Protection Act.

Should you have any questions about the enclosed report, please contact me at (202} 435-9711.

Sincerely,

e

Catherine Galicia
Assistant Director for Legislative Atfairs
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April 7, 2017

The Honorable Jeb Hensarling
Chainnan

Committee on Financial Services
United States House of Representatives
2129 Raybum House Office Building
Washington, DC 20515

Dear Chairman Hensarling;

Enclosed please find the Consumer Financial Protection Burcau’s Office of Minority and Women
Inclusion Annual Report to Congress, as required under Section 342(e) of the Dodd-Frank Wall
Street Reform and Consumer Protection Act.

Should you have any questions about the enclosed report, please contact me at (202) 435-9711.

Sincerely,

Catherine Galicia
Assistant Director for Legislative Affairs



April 7, 2017

The Honorable Michael Pence
Vice President of the United States
President of the Senate

S-212, The Capitol

Washington, DC 20510

Dear Vice President Pence:

Enciosed please find the Consumer Financial Protection Bureau's Office of Minority and Women
Inclusion Annual Report to Congress, as required under Section 342{e) of the Dodd-Frank Wail
Street Reform and Consumer Protection Act.

Should you have any questions about the enclosed report, please contact me at (202} 435-9711.

Sincerely,

e

Catherine Galicia
Assistant Director for Legislative Affairs



April 7, 2017

The Honorable Paul Ryan

Speaker

United States House of Representatives
H-209, The Capitoli

Washington, DC 20515

Dear Speaker Ryan:

Enclosed please find the Consumer Financial Protection Bureau's Office of Minority and Women
Inclusion Annual Report to Congress, as required under Section 342(e) of the Dodd-Frank Wall
Street Reform and Consurmner Protection Act.

Should you have any questions about the enclosed report, please contact me at (202) 435-9711,
Sincerely,

Catherine Galicia
Assistant Director for Legislative Affairs



April 7, 2017

The Honorable Maxine Waters

Ranking Member

Committee on Financial Services

United States House of Representatives

4340 Thomas P. (3’ Neill, Jr. House Office Building
Washington, DC 20515

Dear Ranking Member Waters:

Enclosed please find the Consumer Financial Protection Bureau’s Office of Minority and Women
Inclusion Annual Report to Congress, as required under Section 342(e) of the Dodd-Frank Wall
Street Reform and Consumer Protection Act.

Should you have any questions about the enclosed report, please contact me at (202) 435-9711.

Sincerely,

s

Catherine Galicia
Assistant Director for Legislative Affairs



1700 G Street N W, Washington, DO 20652

April 14,2017

The Honorable Sherrod Brown

Ranking Member

Committee on Banking. Housing, and Urban Affairs
United States Senate

534 Dirksen Senate Office Building

Washington. DC 20510

Dear Ranking Member Brown:

Enclosed please find the Fair Lending Report of the Consumer Financial Protection Bureau as
required under Section 1013 of the Dodd-Frank Wall Street Reform and Consumer Protection Act.

Should you have any questions about this report, please contact me at (202) 435-7552.

Sincerely.
Mait Pippin

Deputy Assistant Director for Legislative Affairs









In the coming years, we will increase our focus on markets or products where we see significant
or emerging fair lending risk to consumers, including redlining, mortgage loan servicing,
student loan servicing, and small business lending. Discrimination on prohibited grounds in the
financial marketplace, though squarely against the law, is by no means a thing of the past. The
Consumer Bureau will continue to enforce existing fair lending laws at a steady and vigorous
pace, taking care to ensure broad-based industry engagement and consistent oversight.

I am proud to present our 2016 Fair Lending Report.

Sincerely,

Richard Cordray
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Message from

Patrice Alexander
Ficklin

Director, Office of Fair Lending and Equal Opportunity

When I left private practice to join the CFPB in 2011, I carried with me my experiences as
industry counsel, advising bank and nonbank clients on fair lending compliance. I knew from
my work that many lenders are interested in building and maintaining robust fair lending self-
monitoring systems that reflect best practices in consumer protection. I advised my clients on
their efforts to evaluate and address fair lending risk not only in mortgage origination, but also
in mortgage servicing, credit cards, and other areas that had not been a traditional fair lending
focus. Together we enhanced the existing methods of proxying for race and ethnicity, an
essential step to allow my clients to fu//yimplement the mandate contained in the Equal Credit
Opportunity Act (ECOA), which prohibits discrimination in all manner of consumer credit, not
simply mortgages.

Shortly after arriving at the CFPB in 2011, I led a handful of other public servants in founding
the CFPB’s Fair Lending Office, which the Dodd-Frank Wall Street Reform and Consumer
Protection Act (Dodd-Frank Act) charged with “oversight and enforcement” of ECOA. We drew
from our experiences and dialogue with industry, the information transferred to us from our
sister prudential regulators, civil rights and consumer advocate groups’ perspectives, and the
expertise of the Bureau’s markets teams to establish our first three fair lending priorities:
mortgage origination, auto finance, and credit cards. We have accomplished much in these
markets over these past five years, not the least of which are the $400 million in remediation to
harmed consumers andthe remarkable and robust dialogue we enjoy with many financial
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services providers in support of their efforts to treat all of their customers in a fair and
responsible manner.

As outlined in my December 2016 blog post', my team has again looked to our statutory mandate
and relevant data to refresh the Bureau's fair lending priorities. In 2017 we will increase our focus
in the areas of redlining and mortgage and student loan servicing to ensure that creditworthy
consumers have access to mortgage loans and to the full array of appropriate options when they
have trouble paying their mortgages or student loans, regardless of their race or ethnicity. In
addition, we will focus more fully on pursuing our statutory mandate to promote fair credit access
for minority- and women-owned businesses. We know that these businesses play an important
role in job creation for communities of color, while also strengthening our economy.

The Dodd-Frank Act mandated the creation of the CFPB’s Office of Fair Lending and Equal
Opportunity and charged it with ensuring fair, equitable, and nondiscriminatory access to credit
to consumers; coordinating our fair lending efforts with federal and state agencies and
regulators; working with private industry, fair lending, civil rights, consumer and community
advocates to promote fair lending compliance and education; and annually reporting to
Congress on our efforts.

I am proud to say that the Office continues to fulfill our Dodd-Frank mandate and looks forward
to continuing to work together with all stakeholders in protecting America’s consumers. To that
end, I am excited to share our progress in this, our fifth, Fair Lending Report.?

Sincerely,

Patrice Alexander Ficklin

T Pateicma Fialdlm o i T omsn ool fim e i irdim wedh Tmom San dfnim smomvas 0 e I e Fiim mim mim | n.,-.A---aiDn Bureau (Dec‘ 16; 2016),

2 See Dodd-Frank Act § 1013(c){(2)(D), Pub. L. No, 111-203, 124 Stat. 1376 (2010} (codified at 12 11.5.C. §
5493{c)(2}(DY}.
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Executive summary

The Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank or Dodd-Frank
Act)? established the Bureau as the Nation’s first federal agency with a mission focused solely on
consumer financial protection and making consumer financial markets work for all Americans.
Dodd-Frank established the Office of Fair Lending and Equal Opportunity (the Office of Fair
Lending) within the CFPB, and charged it with “providing oversight and enforcement of Federal
laws intended to ensure the fair, equitable, and nondiscriminatory access to credit for both
individuals and communities,”4

Prioritization. The Bureau’s risk-based prioritization process allows the Office of Fair Lending
to focus our supervisory and enforcement efforts on the markets, products, and institutions that
represent the greatest fair lending risk for consumers. Based on the risks we identified, our
market-leve| focus for the past five years has been on ensuring that consumers are not excluded
from or made to pay more for mortgages, indirect auto loans, and credit cards because of their
race, ethnicity, sex, or age.

Going forward, because of emerging fair lending risks in other areas, we are increasing our focus
on redlining, mortgage and student loan servicing, and small business lending. We remain
committed to assessing and evaluating fair lending risk in all credit markets under the Bureau's
jurisdiction. See Section 1 for more infoarmation.

3 Pub. L, No. 111-203, 124 Stat, 1376 (2010).

4 Dodd-Frank Act § 1013(c)(2)(A) (codified at 12 U.5.C. § 5493(c)(2HA)).
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1. Fair Lending prioritization

1.1 Risk-based prioritization: A data-driven
approach to prioritizing areas of
potential fair lending harm to consumers

To use the CFPB’s fair lending resources most effectively, the Office of Fair Lending, working
with other offices in the Bureau, has developed and refined a risk-based prioritization approach
that determines how best to address areas of potential fair-lending-related consumer harm in
the entities, products, and markets under our jurisdiction.

One critical piece of information that we consider in the fair lending prioritization process is the
quality of an institution’s compliance management system, which the Bureau typically
ascertains through its supervisory work. The Bureau has previously identified common features
of a well-developed fair lending compliance management system,'? though we recognize that the
appropriate scope of an institution’s fair lending compliance management system will vary
based on its size, complexity, and risk profile. In our experience, the higher the quality of an
institution’s fair lending compliance management system, the lower the institution’s fair lending
risk to consumers, other things being equal.

As part of the prioritization process the Office of Fair Lending also works closely with the

12 Goe Consumer Finanrial Pratertinn Rurean £air / sndine Ronnst nf the (Cnncumar Financiaf Profection Bureau at 13-
14 {(Apr. 2014)
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self-identified and/or self-reported to the Bureau. Fair Lending takes account of responsible
conduct as set forth in CFPB Bulletin 2013-06, Responsible Business Conduct: Self-Policing,
Self-Reporting, Remediation, and Cooperation.'

1.2 Fair lending priorities

Because the CFPB is responsible for overseeing so many products and so many lenders, we re-
prioritize our work from time to time to make sure that we are focused on the areas of greatest
risk to consumers. In the coming year, we will increase our focus on the markets or products
listed below, which present substantial risk of credit discrimination for consumers,

= Redlining. We will continue to evaluate whether lenders have intentionally discouraged
prospective applicants in minority neighborhoods from applying for credit.

= Mortgage and Student Loan Servicing. We will evaluate whether some borrowers who
are behind on their mortgage or student loan payments may have more difficulty
working out a new solution with the servicer because of their race, ethnicity, sex, or age.

= Small Business Lending. Congress expressed concern that women-owned and minority-
owned businesses may experience discrimination when they apply for credit, and has
required the CFPB to take steps to ensure their fair access to credit. Small business
lending supervisory activity will also help expand and enhance the Bureau’s knowledge
in this area, including the credit process; existing data collection processes; and the
nature, extent, and management of fair lending risk.

The Bureau rematns committed to ensuring that consumers are protected from discrimination
in all credit markets under its authority.

13 Consumer Financial Protection Bureau, Responsible Business Conduct. Self-Policing, Self-Reporting, Remediation,
and nnneratinn CFPR Rullatin 2013.0A flnna 25 70113
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(i) The program is established and administered pursuant to a written plan that
identifies the class of persons that the program is designed to benefit and sets forth
the procedures and standards for extending credit pursuant to the program; and

(i) The program is established and administered to extend credit to a class of
persons who, under the organization’s customary standards of creditworthiness,
probably would not receive such credit or would receive it on less favorable terms
than are ordinarily available to other applicants applying to the organization for a

similar type and amount of credit.”?

The commentary to Regulation B clarifies that, in order to satisfy these requirements, “a for-
profit organization must determine that the program will benefit a class of people who would
otherwise be denied credit or would receive it on less favorable terms. This determination can be

based on a broad analysis using the organization’s own research or data from outside sources,
Jl23

including governmental reports and studies.
As Supervisory Highlights noted, during the course of the Bureau’s supervisory activity,
examination teams have observed credit decisions made pursuant to the terms of programs
that for-profit institutions have described as special purpose credit programs. Examination
teams have reviewed the terms of the programs, including the written plan required by
Regulation B, and the institution’s determination that the program would benefit a class of
people who would otherwise be denied credit or would receive it on less favorable terms.

In every case, special purpose credit program status depends upon adherence to the ECOA and
Regulation B requirements for special purpose credit programs. A program, for example,
offering more favorable pricing or products exclusively to a particular class of persons without
evidence that such individuals would otherwise be denied credit or would receive it on less
favorable terms would not satisfy the ECOA and Regulation B requirements for a special

2212 C.F.R.§1002.8(a)}(3).

312 C.F.R. pt. 1002, Suppl. I, 1002.8, cmt. 8(a) at 5.
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purpose credit program. With that in mind, however, the Bureau generally takes a favorable
view of conscientious efforts that institutions may undertake to develop special purpose credit
programs to promote extensions of credit to any class of persons who would otherwise be denied
credit or would receive it on less favorable terms.

2.1.4 Offering language services to limited English proficient
(LEP) consumers

The Fall 2016 edition of Supervisory Highlights,?* published in October 2016, discussed
supervisory observations about the provision of language services to consumers with limited

English proficiency (LEP). The Dodd-Frank Act, ECOA,* and Regulation B2¢ mandate that the
Office of Fair Lending “ensure the fair, equitable, and nondiscriminatory access to credit**’ and

“promote the availability of credit.”*® Consistent with that mandate, the CFPB, including
through its Office of Fair Lending, continues to encourage lenders to provide assistance to LEP

consumers.”” Financial institutions may provide access to credit in languages other than
English in a manner that is beneficial to consumers as well as the institution, while taking steps
to ensure their actions are compliant with ECOA and other applicable laws.

24 Cancimar FEinanrial Pratartinn Rivaan Crinarideariy  MHishfiohte E£aff 2714 at 20 fNret 3‘]' 2016},

12 U.5.C. § 1691 ef seg.
2612 C,F.R, pt. 1002 et seq.
2712 U.5.C. § 5493{c)(2HA).
2812 C,F.R. §1002.1{b).

23 According to recent American Community Survey estimates, there are approximately 25 million people in the
United States who speak English less than “very well.” U.S. Census Bureau, Zanguage Spoken af Home, 2011-2015

- T LY S SR
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Examiners have observed a number of factors that financial institutions consider in determining
whether to provide services in languages other than English and the extent of those services,
some of which include: Census Bureau data on the demographics or prevalence of non-English
languages within the financial institution’s footprint; communications and activities that most
significantly impact consumers {(e.g., loss mitigation and/or default servicing); and compliance

with federal, state, and other regulatory provisions that address obligations pertaining to

h32

languages other than English.™ Factors relevant in the compliance context may vary depending

on the institution and circumstances.

Examiners also have observed situations in which financial institutions’ treatment of LEP and
non-English-speaking consumers posed fair lending risk. For example, examiners ohserved one
or more institutions marketing only some of their available credit card products to Spanish-
speaking consumers, while marketing several additional credit card products to English-
speaking consumers. One or more such institutions also lacked documentation describing how
they decided to exclude those products from Spanish language marketing, raising questions
ahout the adequacy of their compliance management systems related to fair lending. To mitigate
any compliance risks related to these practices, one or more financial institutions revised their
marketing materials to notify consumers in Spanish of the availability of other credit card
products and included clear and timely disclosures to prospective consumers describing the
extent and limits of any language services provided throughout the product lifecycle.
Institutions were not required to provide Spanish language services to address this risk

beyond the Spanish language services they were already providing.

32 See, .2, 12 C.F.R. § 1005.31(gH1)(1) (requiring disclosures in languages other than English in certain
circumstances involving remittance transfers); 12 C.F.R. § 1026.24(i}(7) (addressing obligations relating to
advertising and disclosures in languages other than English for closed-end credit); 12 C.F.R. § 1002.4{e) (providing
that disclosures made in languages other than English must be available in English upan request); Cal. Civ. Code §
1632(b) (requiring that certain agreements “primarily” negotiated in Spanish, Chinese, Tagalog, Vietnamese, or
Korean must be translated to the language of the negotiation under certain circumstances); Or. Rev, Stat, § 86A,198
(requiring a mortgage banker, broker, or originator to provide translations of certain notices related to the mortgage
transaction if the banker, broker, or originator advertises and negotiates in a language other than English under
certain circumstances); Tex. Fin, Code Ann. § 341.502(a-1) {providing that for certain loan contracts negotiated in
Spanish, a summary of the loan terms must be made available to the debtor in Spanish in a form identical to required
TILA disclosures for closed-end credit).
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residents of the area in which the credit seeker resides or will reside or in which the residential
property to be mortgaged is located.”*>

The Bureau considers various factors, as appropriate, in assessing redlining risk in its
supervisory activity. These factors, and the scoping process, are described in detail in the
Interagency Fair Lending Examination Procedures. These factors generally include (but are not
limited to):

= Strength of an institution’s CMS, including underwriting guidelines and policies;

» Unique attributes of relevant geographic areas (population demographics, credit profiles,
housing market);

» Lending patterns (applications and originations, with and without purchased loans);
= Peer and market comparisons;

» Physical presence (full service hranches, ATM-only branches, brokers, correspondents,
loan production offices), including consideration of services offered;

=  Marketing;

«  Mapping;

=  Community Reinvestment Act (CRA) assessment area and market area more generally;
= Aninstitution’s lending policies and procedures record;

« Additional evidence (whistleblower tips, loan officer diversity, testing evidence,
comparative file reviews); and

* Aninstitution’s explanations for apparent differences in treatment.

LT el e e T L O I L T Ry
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The Bureau has observed that institutions with strong compliance programs examine lending
patterns regularly, look for any statistically-significant disparities, evaluate physical presence,
monitor marketing campaigns and programs, and assess CRA assessment areas and market
areas more generally. Our supervisory experience reveals that institutions may reduce fair
lending risk by documenting risks they identify and by taking appropriate steps in response to
identified risks, as components of their fair lending compliance management programs.

Examination teams typically assess redlining risk, at the initial phase, at the Metropolitan
Statistical Area (MSA) level for each supervised entity, and consider the unique characteristics
of each MSA (population demographics, etc.).

To conduct the initial analysis, examination teams use HMDA data and Census data®®to assess
the lending patterns at institutions subject to the Bureau’s supervisory authority. To date,
examination teams have used these publicly available data te conduct this initial risk
assessment. These initial analyses typically compare a given institution’s lending patterns to
other lenders in the same MSA to determine whether the institution received significantly fewer
applications from minority3” areas®® relative to other lenders in the MSA. Examination teams
may consider the difference between the subject institution and other lenders in the percentage
of their applications or originations that come from minority areas, both in absolute terms (for
example, 10% vs. 20%) and relative terms (for example, the subject institution is half as likely to

36 The Bureau uses the most current United States national census data that apply to the HMDA data — for example,
to date it has used 2010 census data for HMDA data 2011 and later. Specifically, the “Demographic Profiles” are used.

37 For these purposes, the term “minority” ordinarily refers to anyone who identifies with any combina