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THE CONSUMER FINANCIAL PROTECTION
BUREAU’S SEMI-ANNUAL REPORT TO CON-
GRESS

TUESDAY, MARCH 10, 2020

U.S. SENATE,
COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS,
Washington, DC.

The Committee met at 10:01 a.m., in room SD-538, Dirksen Sen-
ate Office Building, Hon. Mike Crapo, Chairman of the Committee,
presiding.

OPENING STATEMENT OF CHAIRMAN MIKE CRAPO

Chairman CRAPO. This hearing will come to order.

Today we will receive testimony from CFPB Director Kathy
Kraninger on the CFPB’s semi-annual report.

On February 3, the CFPB issued its fall 2019 semi-annual re-
port, which outlines the CFPB’s significant work between April
2019 and September 2019, including rulemakings and supervisory
and regulatory activities.

The report also provides insight into what the CFPB plans to un-
dertake in the upcoming work period.

Consumer protection is vital for a properly functioning financial
market and is best determined by a robust, quantitative analysis.

Under Director Kraninger’s leadership, the CFPB has dem-
onstrated a commitment to ensuring that its regulations are data
driven, appropriately tailored to satisfy statutory obligations, and
based on sound evidence and legal support.

There have been promising changes at the CFPB under Director
Kraninger’s leadership.

But it remains abundantly clear that the fundamental structure
of the CFPB must be reconsidered to make it more transparent and
accountable.

Last week, the Supreme Court heard arguments for Seila Law
v. CFPB, a case that examines the constitutionality of the CFPB’s
leadership structure.

On March 2, 2020, the Wall Street Journal editorial board re-
ferred to Seila Law v. CFPB as the “constitutional case of the year”
and stated that the question presented by this case “goes to the
heart of the separation of powers and whether the administrative
state is accountable to the people.”

It has long been my position that the CFPB’s current single Di-
rector structure lacks sufficient accountability, and I look forward
to the Supreme Court ruling on this case later this summer.
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With that in mind, I continue to advocate for establishing a bi-
partisan board of directors to oversee the CFPB; subjecting the
CFPB to the annual appropriations process, similar to other Fed-
eral regulators; and establishing a safety-and-soundness check for
the prudential regulators.

The Banking Committee has spent significant time this Congress
evaluating the collection, protection, and use of consumer data by
Government agencies and private companies.

I have repeatedly voiced concerns about the wide-scale collection
of personally identifiable information by the CFPB, especially with
respect to credit card and mortgage data.

On February 26, the CFPB hosted a symposium on the access
and use of consumer-permissioned financial data to determine if
agency action is necessary to promote consumer access to their fi-
nancial data.

I find it concerning that when consumers choose to share their
financial data with a third party, they often unknowingly involve
a data aggregator to facilitate the transmission of this data.

The CFPB and Congress should explore ways to ensure that con-
sumer data remains protected when it is shared.

We need a fundamental foundational change to our data privacy
laws that applies broadly, across industries, and ensures domestic
and international cohesion via preemption and interoperability, re-
spectively.

During this hearing, I look forward to hearing more about key
initiatives undertaken by the CFPB in the last year; Director
Kraninger’s priorities for the CFPB in the upcoming work period;
and additional legislative or regulatory opportunities to encourage
financial innovation and widen access to financial products and
services.

Director Kraninger, thank you again for joining the Committee
this morning to discuss the CFPB’s activities and plans.

Senator Brown.

OPENING STATEMENT OF SENATOR SHERROD BROWN

Senator BROWN. Thank you, Mr. Chairman. Welcome, Director
Kraninger.

I want to say a few words first about the coronavirus and the toll
it is taking on our communities, on our healthcare system, and on
our entire economy. Our first concern has to be for Americans’ safe-
ty. We also cannot ignore the millions of Americans who are losing
paychecks and the small businesses that are losing customers.
When times get tough, we come together as Americans; we rise to
the challenge. I am confident we can do that again, and that means
séupport for everyone who makes this country work, not just Wall

treet.

Moments like this are a reminder of why we created the CFPB
after the last financial crisis—to make sure hardworking Ameri-
cans have a voice in the room, especially at times like this.

We know that in times of crisis, Wall Street has armies of lobby-
ists who will fight to make sure we do what we need to do to sta-
bilize financial markets. But most people do not have lobbyists;
most people do not have that kind of power. We have to fight for
them, too. The CFPB is their voice.
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During its first 6 years, the Bureau delivered results. The CFPB
made new, strong rules that protected consumers from abusive
practices. It sent Bureau employees into banks and other corpora-
tions to make sure they were following the law. It returned more
than $12 billion to 29 million Americans. Think of that: $12 billion
to 29 million Americans.

Unfortunately, President Trump has tried to turn the Consumer
Protection Bureau into another agency that helps his wealthy
friends at the expense of the people that the agency is supposed to
serve.

Under President Trump’s first appointed Director, Mick Mul-
vaney, the CFPB saw a shift away from protecting servicemembers
and rooting out discrimination to doing favors for private corpora-
tions at the behest of political hires.

Director Kraninger has continued down the same path—cor-
porate protection instead of consumer protection.

Under her leadership, we see a clear pattern: sabotaging the
agency’s work to hold corporations accountable.

She sided with companies, including a company the CFPB sued
for scamming 9/11 survivors, to argue that the Bureau is unconsti-
tutional in the Supreme Court.

It would be quite a coup for big banks and other corporations if
the Supreme Court gutted the agency that is supposed to keep an
eye on them.

Director Kraninger has also allowed Education Secretary Betsy
DeVos to block the Bureau from protecting the 43 million Ameri-
cans with Federal student debt.

If you do not think that Director Kraninger’s failure to stand up
to Secretary DeVos has consequences—and we know of Secretary
DeVos’ power in the Republican Party and in the Cabinet room and
with the President. But if you do not think that Director
Kraninger’s failure to stand up to Secretary DeVos has con-
sequences, talk to the tens and tens of thousands of teachers and
nurses and firefighters and servicemembers who are paying more
money in student loans every single month because Betsy DeVos
denied them the loan forgiveness that they earned.

Like other Trump appointees, Director Kraninger has dutifully
carried out the Administration’s assault on civil rights protections:

She weakened rules that identify discriminatory lending.

She dismantled the CFPB office that used to ferret out discrimi-
natory lending practices.

And she left Eric Blankenstein, a Mulvaney-era political ap-
pointee with a history of racist and sexist writings, she left Eric
Blankenstein in charge of enforcing civil rights laws.

And look at the result: Under Mulvaney and Kraninger, the Con-
sumer Protection Bureau has not brought a single case of illegal
discrimination. Not one.

They have not returned a single dollar to victims of discrimina-
tion.

Last October we learned that, in exchange for contributions to
the Trump campaign, payday lenders were bragging about being
able to “pick up the phone and get the President’s attention” to
fend off regulation. They were bragging about their access to the
President because of that.
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Director Kraninger has given them exactly what they paid for:

She gutted rules that would protect borrowers from predatory
payday loans that trap them in cycles of debt.

She hasn’t filed any new lawsuits against payday lenders.

She even let a payday lender keep $1.3 million it had volun-
teered to pay back to consumers it had ripped off.

And it is not just payday lenders. Director Kraninger has gone
out of her way to let debt collectors and other corporations keep the
money they scammed from consumers.

Just last week we learned that, as he was on his way out the
door, Eric Blankenstein promised the CEO of Wells Fargo that he
would hide the bank’s bad conduct and let them off without a fine.

Let us be clear about what is happening here in this Trump-
Mulvaney-Kraninger America, in this Trump-Mulvaney-Kraninger
world: A CEO asks for a special favor, and he gets it. Never mind
the cost to everyone else.

If a worker gets laid off in Ohio or her car breaks down, she can-
not afford to pay her credit card bill that month, Wells Fargo is
still going to charge them interest. They cannot call in any special
favors to let them off the hook.

But we have seen over and over again that in President Trump’s
Washington, Wall Street plays by different rules.

Director Kraninger continues to surround herself with appointees
with a history of bigotry and hostility to consumers.

She retained Paul Watkins, a Mulvaney appointee, who worked
as senior legal counsel for a hate group—for a hate group—that
wants to criminalize LGBTQ people.

She recently hired Leonard Chanin to serve as her number two.
This is someone who failed at protecting consumers at the Fed in
the years leading up to the financial crisis.

More recently, Mr. Chanin worked at a bank—I believe he was
an Ohioan at that point—worked at the bank that the Bureau just
sued for the same type of fake account fraud that we saw at Wells
Fargo.

What we see from Director Kraninger is the same thing we see
across the Administration: protect corporations from accountability
at all costs.

It comes back to one question, Ms. Kraninger: Whose side are
you on?

Wall Street megabanks, payday lenders, and other corporations
all have allies looking out for them in the White House and down
the hall in Mitch McConnell’s office.

The CFPB is supposed to be an independent advocate on the side
of everyone else.

Director Kraninger should return the CFPB to its core mission:
Put consumers first. Anything less is a neglect of duty.

Thank you.

Chairman CRAPO. Director Kraninger, we appreciate again your
attendance and look forward to our discussions with you today. I
want to remind you to honor and remember the 5-minute rule for
your oral testimony so that we have time for questions and remind
our Senators of the 5-minute rule for the questioning period.

With that, Director, please begin with your statement.
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STATEMENT OF KATHLEEN L. KRANINGER, DIRECTOR,
CONSUMER FINANCIAL PROTECTION BUREAU

Ms. KRANINGER. Chairman Crapo, Ranking Member Brown,
Members of the Committee, thank you for the opportunity to
present the Consumer Financial Protection Bureau’s most recent
Semi-Annual Report to Congress.

A year ago, following my listening tour, I established the Bu-
reau’s top priority in carrying out our important mission: preven-
tion of harm to consumers. Ultimately, we prevent harm by sup-
porting dynamic and competitive markets that provide for
consumer choice. On a day-to-day basis, we prevent harm by edu-
cating consumers to protect themselves in the moment, by having
clear rules of the road for regulated entities, and by using super-
vision and enforcement to promote compliance with the law. While
prevention is not always possible, it is the right goal, saving con-
sumers from financial headaches, setbacks, and devastation.

Last week, I announced three actions furthering our strategy to
prevent consumer harm. I will briefly outline those actions and
close with the agency’s response to coronavirus.

First, the Bureau will launch an advisory opinion program as an-
other means to provide clear, transparent rules of the road. Today
if a regulated entity has a question about how particular regula-
tions apply to particular circumstances or seeks an interpretation
of a regulation, that entity cannot ask the Bureau for clarification.
In fact, we have a robust guidance mechanism to provide such clar-
ification and do so in a fairly responsive way. However, responses
to individual regulatory inquiries are generally available only to
the individual requester. Under the advisory opinion program, the
Bureau will provide that response to such requests in the Federal
Register and on its website so that all companies, consumer groups,
and the public generally will benefit from that interpretation.

Second, the Bureau updated its Responsible Business Conduct
bulletin to emphasize the importance of such conduct and to
strengthen the Bureau’s approach for encouraging it. The bulletin
identifies four categories of responsible conduct: self-assessing, self-
reporting, remediating, and cooperating. If an entity meaningfully
engages in these activities, the Bureau will favorably consider it
along with other relevant factors in addressing violations of Fed-
eral consumer financial law and supervisory and enforcement mat-
ters.

Responsible conduct by businesses facilitates timely detection of
issues and potential violations of Federal consumer financial laws,
increases the effectiveness of the Bureau’s supervisory and enforce-
ment work, and ensures more consumers in more matters promptly
receive financial redress or other meaningful remedy for the harm
they may have experienced. But let me be clear: Responsible con-
duct by businesses does not preclude the Bureau from bringing an
enforcement action or seeking a remedy if it believes such a course
is necessary and appropriate.

Finally, we want to incentivize whistleblowers to report unlawful
conduct to the Bureau. To that end, last week the Bureau sub-
mitted its second legislative proposal to Congress, which seeks to
establish a whistleblower award program. The Bureau envisions a
program similar to those of other regulators whereby whistle-
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blowers who bring original information forward that prompts the
Bureau to launch an investigation which culminates in monetary
sanctions through settlement or litigation would receive payment.
Such a program would significantly assist our enforcement actions,
especially against bad actors who are not engaged in responsible
business conduct, and especially as it relates to fair lending viola-
tions. I urge your consideration of this proposal and stand ready to
assist in the legislative process.

In short, these three steps will advance the Bureau’s efforts to
promote a fair, competitive, and transparent consumer financial
marketplace and prevent consumer harm and help build a culture
of compliance across the industries we regulate.

Let me provide a few words on the Bureau’s preparedness and
response efforts related to coronavirus.

First and foremost, we are focused on the health and safety of
our employees and our ability to perform our important mission. In
order to make the best decisions possible in a timely manner, we
have established several mechanisms to ensure that we have the
best possible information from public health and emergency man-
agement officials and from our staff. Our internal working group
is led by my Director of Security and Emergency Management, who
reports through the Chief Operating Officer to me. It is com-
promised of representatives from every division in the Bureau in
coordination with the NTEU, with a two-way information flow of
questions and answers coming in and responses going out. My Di-
rector of Security is also our conduit in routine calls with fellow
independent regulators, so we are able to align with our peers ac-
cordingly.

We are also in communication with Treasury, which serves as
our touch point for coordination with the Vice President’s taskforce,
OPM, CDC, and FEMA to coordinate our operations.

Collectively, the financial regulators are in routine contact with
the institutions we regulate and have been ensuring prompt
response to their inquiries as well. This is a fluid situation that re-
quires clear lines of communication and constant assessment to de-
termine appropriate actions based on up-to-the-minute information.
In this changing dynamic, we are working to ensure the health and
safety of our workforce while continuing to protect consumers in
the marketplace.

Thank you for your time today, and I look forward to your ques-
tions.

Chairman Crapo. Thank you.

My first question is on the coronavirus, and yesterday, as you in-
dicated, the CFPB, the CSBS, FDIC, the Federal Reserve, the
NCUA, and the OCC issued a jointly developed statement that mir-
rors the guidance that is generally issued after natural disasters.
The statement calls on financial institutions to work with affected
borrowers and notes that prudent efforts will not be subject to ex-
aminer criticism so long as they are consistent with safe and sound
lending practices. The agencies are also offering operational sup-
port in affected communities and will be flexible in scheduling ex-
aminations and inspections.
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I know you have already discussed this, but I just want to say
this joint statement was appropriate and to ask you to be sure you
keep the Committee updated on these efforts.

Ms. KRANINGER. I am happy to do so, Mr. Chairman. Thank you.

Chairman CRAPO. Thank you.

Last September, you informed Congress that the CFPB would no
longer defend the constitutionality of its structure and directed the
CFPB to join a Department of Justice petition requesting the Su-
preme Court to review the Ninth Circuit Court of Appeals ruling
in Seila v. CFPB that upheld the constitutionality of the Bureau.
Now, the Supreme Court, as you know, accepted the position and
last week held oral arguments on the case.

Could you please explain your position and how you view the
CFPB’s structure in the context of our constitutional system?

Ms. KRANINGER. Yes, Mr. Chairman. After heavy consideration of
the cases that were pending with the CFPB, the history of those
cases, the position of the Department of Justice, the rulings by
courts at many levels, I came to the position that the Department
of Justice recommended, recognizing that the directorship and the
removal clause only for neglect of duty, malfeasance, and ineffi-
ciency was a limitation on the President’s powers under the Con-
stitution. And the overriding concern that I am looking to remedy
and why I was incredibly encouraged by the Supreme Court accept-
ing the Seila Law case is to get certainty and clarity. Only the Su-
preme Court and Congress can provide that certainty. The oral ar-
guments were heard last week, as you mentioned. I was there, as
were many others, and we are paying very close attention to this.

It has thwarted many of our enforcement actions in the history
of the Bureau. It is an issue that is raised regularly in litigation,
and it is one that that clarity will provide great help to the impor-
tant delivery of our mission going forward.

Chairman CrAPOo. Well, thank you. I agree with your position,
and we look forward to a clear resolution of this issue by the Su-
preme Court.

Last year, the CFPB issued a proposal to amend its 2017 small-
dollar lending rule by rescinding the mandatory underwriting pro-
visions. The proposal stated that the CFPB made the determina-
tion there is a lack of evidence and legal support for the provisions.
In a recent speech, you indicated that the CFPB intends to issue
a final rule on this proposal no later than April of this year.

Could you please discuss why the CFPB determined it was nec-
essary to update the 2017 small-dollar lending final rule and how
the revised proposal would improve consumer outcomes and access
to credit?

Ms. KRANINGER. As you noted, Mr. Chairman. the rationale of
the proposed rule is around the rigor of the underlying evidence in
that particular rulemaking, and so it is something that we are con-
sidering carefully. We have received 190,000 comments in response
to that proposal to rescind the underwriting provisions, and we are
working through those comments and our final position to issue a
rulemaking or at least some decision with respect to that rule-
making in April.

I think there are a number of issues that you raised, too, that
are related to this that we can do. It is evident that there is contin-
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ued demand for small-dollar short-term products in the market-
place. This is something that consumers have indicated they need.
There are steps that the prudential regulators can take to make
sure that institutions understand that they cannot offer such prod-
ucts and responsible products to consumers who need them.

And the other thing that we are looking at very carefully is re-
search into disclosures. There are consumer protection actions that
we could take potentially short of the rulemaking that the CFPB
originally offered. So I think that is something that we are very
much looking at, a holistic approach to this. Making sure that con-
sumers understand the products that they are engaging with in the
marketplace is a priority.

Chairman CraPo. Well, thank you very much. My time is up. I
did have another question on consumer data protection, but let me
just say I appreciate the approach you are taking to try to assure
greater protection of consumer data.

With that, Senator Brown.

Senator BROWN. Thank you, Mr. Chairman.

Director Kraninger, yesterday I spoke at some length with Treas-
ury Secretary Mnuchin. In addition to telling me—incredulously, I
thought—that there is nothing we could have done to prepare for
the financial turmoil we have seen in the last couple days, he said
he has no plans to meet immediately, to convene FSOC imme-
diately in the midst of the financial and the public health crisis
that our country and our financial institutions and our customers
and employees face.

Director Kraninger, you serve on the Board of FSOC—I am
sorll_rly?—on the Board of FDIC and on the Board of FSOC. Is that
right?

Ms. KRANINGER. Yes.

Senator BROWN. FSOC has not met since November. The stat-
utes says they should meet quarterly. As I said, the President does
not plan on calling for a meeting in the immediate future. Do you
think that is a good idea?

Ms. KRANINGER. Senator, I believe there is actually a meeting
scheduled later in March already. And, in addition, there is exten-
sive communication amongst the FSOC members and through the
interagency process.

Senator BROWN. I hear that, and that is what he said, too. But
he has nothing to—considering what is happening in the financial
markets, considering what is happening in public health around
the country, and considering the law says quarterly, you wonder
what they are doing. Would you stand up now and demand that
Secretary Mnuchin call a meeting immediately of the Council and
explain publicly what this Administration’s plan is to make sure
regular Americans do not end up paying the price? Would you
speak out on that today?

Ms. KRANINGER. Senator, we have one scheduled, and I believe,
too, there are conversations even happening today with the Senate
and the House leadership on economic responses to

Senator BROWN. None of the conversations are public. The FSOC,
the purpose of FSOC was to preempt and—to predict, to preempt,
to understand, to put plans together so things were not happening
with such chaos as they are now in the financial markets, and also
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the statute says that these meetings would be public. And you can
talk about discussions, and you can talk about meetings of depu-
ties, but the principals have not done what they should be doing.

Let me shift to something else. Last year, I raised concerns about
Eric Blankenstein, the person you put in charge of enforcing fair
lending laws. I was critical of him because of his history of racist
statements. Last week, we found out that Blankenstein also prom-
ised Wells Fargo’s CEO that the Bureau would settle any unre-
solved matters in private—there we go back to private, not public—
without fines. Blankenstein knew his time at the CFPB was com-
ing to an end, and he promised that another one of your political
appointees would take care of Wells Fargo.

Did you know he promised the CEO of Wells Fargo that the Bu-
reau would settle any matter in private without fines?

Ms. KRANINGER. Senator, I can tell you with respect to the ongo-
ing oversight of Wells Fargo, the buck stops with me, and I can
also tell you

Senator BROWN. Did you know that

Ms. KRANINGER. that that is an alleged statement that is
complete hearsay in a staff report that the Committee has not even
actually voted on or in any way pushed forward.

Senator BROWN. You have a reputation of being a little easy on
Wells Fargo and perhaps on Eric Blankenstein, too. Has the Bu-
reau brought any public enforcement action against Wells Fargo
since last May?

Ms. KRANINGER. We have ongoing oversight of them, the ongoing
consent orders. We also have, as the Committee knows, tolling
agreements with respect to other areas that we continue to work
with them on.

Senator BROWN. The answer is no. The answer is you have not
brought an action against Wells Fargo.

Ms. KRANINGER. Well, we levied a $1 billion fine on them, which
is the largest fine in the agency’s history.

N Senator BROWN. Which did not seem to affect much of their be-
avior.

Just yesterday, CFPB sued Fifth Third Bank for the same type
of fake account scandal as at Wells Fargo. FDIC Chair Jelena
McWilliams would have known about the fake accounts. She was
legal officer at Fifth Third for a couple-year period. Leonard
Chanin was also her deputy at Fifth Third before he became dep-
uty at the FDIC. He would have known about the Bureau’s fake
account investigation of Fifth Third. Even with this background,
you recently named Mr. Chanin to serve as Deputy Director. Did
you know about his role in the fake account scandal at Fifth Third
when you hired him?

Ms. KRANINGER. I can assure you that Mr. Chanin is a long-
standing public servant who served at the Fed, who was the head
of regulations at the CFPB when it was established——

Senator BROWN. Is the answer yes? It is a pretty easy question.
Did you know about—you brought the action, you as head of the
CFPB brought the action.

Ms. KRANINGER. Yes.

Senator BROWN. Did you know about his role in that when you
hired him?
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Ms. KRANINGER. I knew that he worked at Fifth Third, yes.

Senator BROWN. So did you not know about his role or you did
know about his role? Your people were investigating Fifth Third at
the time, and you hired him. Did you know of his role in this. Of
course, you knew he worked there. But did you know of his role
in it? Yes or no.

Ms. KRANINGER. Senator, these are all—as you know, it is con-
fidential investigative information with respect to, you know,
what—and there is a privacy right here as well. So I am happy to
follow up with you with any information that we can provide from
that ongoing——

Senator BROWN. It is not a—Director Kraninger, it is not a pri-
vacy right on whether or not you knew of his involvement in some-
thing when you hired him to be your number two. I do not know
what to make of the fact that you just do not want to answer that
question.

Chairman CRAPO. Senator Shelby.

Senator SHELBY. Thank you, Mr. Chairman.

Director Kraninger, thank you for your service. Thank you for
what you do and your leadership over there. It is a difficult job, a
challenging job.

In past hearings before this Committee, we have discussed the
importance of utilizing cost-benefit analysis in order for agencies—
not just yours but others—to effectively achieve intended policy
outcomes. Ultimately consumers—all of us are consumers—bear
the costs of regulation. As such, we must ensure that the benefits
of any proposed agency action justify the cost, I believe.

How does the CFPB currently utilize cost-benefit analysis? How
do you work it? And do you believe such analysis is essential to
achieve effective, tailored regulation?

Ms. KRANINGER. I absolutely agree, Senator, that we need to con-
sider cost-benefit, whether that is qualitative in some cases or
quantitative to the extent that we can. And we do it pretty rigor-
ously in our rulemaking efforts with a view to improve it.

Senator SHELBY. How important is it and why is it important?

Ms. KRANINGER. Essential, Senator, because, again, we need to
understand the impacts of what we are doing and make sure that
it will be beneficial to the marketplace and to consumers in that
marketplace.

Senator SHELBY. Give us an example of something you could
bring forth and explain how you did—a reg that you would evalu-
ate, what it would do for the consumers, what the cost-benefit
would be, and all this.

Ms. KRANINGER. It is a legitimate question, Senator, so one of
the things that we are moving through is the debt collection Notice
of Proposed Rulemaking.

Senator SHELBY. OK.

Ms. KRANINGER. And so, again, understanding that consumers to
want to pay their debts and it is good for society for consumers to
pay their debts and pay what they owe, but understanding the way
that that collection can take place, what the communication mecha-
nisms are, what the limitation is in terms of, frankly, the law re-
quires the limit

Senator SHELBY. Stay within the laws and the regulations.
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Ms. KRANINGER. Absolutely. Absolutely.

Senator SHELBY. So that is very, very important. Under your
leadership, I believe that the agency has made significant strides
in becoming more efficient and transparent. What accomplishments
or improvements to the CFPB are you most proud of? And what
areas do you believe that you are challenged and will need to be
addressed? I know there are many things that pop up.

Ms. KRANINGER. Yes. Increased transparency and communication
has really been a huge focus of mine. It is something that I believe
we are trying to do in terms of forecasting, the kinds of issues we
are thinking about, seeking public input on it, and the best exam-
ple I have are some of the most challenging issues we are facing,
having public symposiums on those issues and really bringing ex-
perts together, live-streaming those symposiums——

Senator SHELBY. Is this kind of like focus groups?

Ms. KRANINGER. Yes, and experts, bringing experts together and
making that public.

Senator SHELBY. How does that work? How would you work it?
Do you appoint them? Do people appoint them? Or do you look for
a strata of society that could be effective here?

Ms. KRANINGER. Yes, we look at, again, who are the experts out
in the field. For example, on cost-benefit analysis, we are having
a symposium at the end of April on that topic, really bring people
in to look at the way we do this, the way other agencies do it, to
see what we can incorporate into our processes and what we can
learn from others in that area.

Senator SHELBY. Thank you for the job you are doing.

Thank you, Mr. Chairman.

Chairman CRAPO. Thank you.

Senator Tester.

Senator TESTER. Thank you, Mr. Chairman. I want to thank you
and the Ranking Member for having this hearing. I want to thank
you for being here, Director Kraninger.

In your opinion, are we in an economic emergency at this mo-
ment in time?

Ms. KRANINGER. Senator, we are certainly responding to a public
health emergency.

Senator TESTER. I got you. Economically, though, do you classify
this as being an emergency or just a downturn in the market?

Ms. KRANINGER. We are certainly watching the response and tak-
ing calibrated action——

Senator TESTER. I got you.

Ms. KRANINGER. and I take my lead——

Senator TESTER. I got you.

Ms. KRANINGER. I take my lead, Senator, from the Secretary of
the Treasury in terms of the way that this is being framed in

Senator TESTER. I got you, but you do have some stroke in this.
Do not downplay your belief as the Director of the CFPB. I mean,
do you feel that we are in an economic emergency? No? Yes?

Ms. KRANINGER. We are absolutely looking at how the emer-
gency——

Senator TESTER. OK. So I am going to classify that as a no be-
cause you did not say yes. OK? The market has dropped 5,500
points. It is down 11 in the last 13 days. Yesterday we saw the big-
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gest drop since 2008. And you did say there is an FSOC meeting
for the end of March that we do not even have a date for yet.

I was here in 2008, and I was very disturbed with the folks at
that moment in time, who are all smart people, too, that kind of
surprised us. I do not think there is any surprise here. We have
got a problem, and let us hope it is not a problem. But why
wouldn’t it be important for the principals to get together and talk?
The deputies have. The principals have not. Is that too much to ask
for when you have got people that are put out on a limb?

And, by the way, if Mnuchin is the person who makes the call,
then why do we have directors for everything else?

Ms. KRANINGER. So, Senator, there is a scheduled meeting. I do
not—

Senator TESTER. But it is not set up. It is not set up. There is
not a certain date.

Ms. KRANINGER. There is. I just do not remember off the top of
my head what it is.

Senator TESTER. It is not public if there is. I certainly do not
know. I just had my staff look, and they could not tell me.

Ms. KRANINGER. Yes.

Senator TESTER. OK. So I appreciate your testimony. You talked
about prevention to harm consumers was the first thing that you
talked about. And then you talked about regulated entities, if they
need information, you have got it, you clarify it, you put it on the
website. You talked about responsible business conduct, what that
meant, self-assessment, self-reporting. You talked incentives for
whistleblowers, which I think is great, although I do not know
what whistleblower would ever come forward after they witnessed
what the President did to the last one, calling him a “traitor” and
basically treated like a traitor.

Have you done anything as far as educating consumers? Because
the name of the agency is the “Consumer Financial Protection Bu-
reau.” Have you done anything in that regard?

Ms. KRANINGER. Yes, Senator. I am happy to talk further about
it.

Senator TESTER. Let us get more specific.

Ms. KRANINGER. OK.

Senator TESTER. Have you done anything as it relates to edu-
cating veterans or college students?

Ms. KRANINGER. Yes, both, extensively. We have offices that
focus on precisely the needs and concerns of those two populations.

Senator TESTER. So in December, I sent you a letter asking what
the CFPB was doing to educate, coordinate, and monitor
servicemembers and college kids. In your response, you pointed out
to me—and, by the way, folks who use predatory tactics against
veterans or college kids, as far as that goes, are the lowest form
of life, in my opinion. But in your response, you pointed out to me
an education resource from March of 2015. In fact, most of the edu-
cational material was from 2014 and 2015. Is that the material you
use to educate now? Or do you have newer material?

Ms. KRANINGER. We absolutely have newer and updated mate-
rial. I thought one

Senator TESTER. So why wasn’t that referenced in the letter?
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Ms. KRANINGER. I believe—Senator, I apologize. I do not have it
in front of me. I remember the letter, but I do not remember the
detail. I thought we did have updated information specifically on
the issue you raised, which was information for veterans and their
pensions, advancing their pensions.

Senator TESTER. The truth is you do not have to look very far,
at least not in my position, to find veterans who have been
scammed. We had a veteran in Montana that was homeless that
served in our military that was taken to the cleaners.

Can I ask you another question? Somebody just passed you a
note. Maybe that helps you with the answer to that question that
I just asked you.

Ms. KRANINGER. Yes, it does. It is not a public date, but it is defi-
nitely happening in the next 10 days.

Senator TESTER. That is going to be published?

Ms. KRANINGER. When it happens, it will be, yes. The Secretary
is to announce, but it is scheduled.

Senator TESTER. OK. So let us just be honest. 2014 and 2015 is
quite a while ago; 5, 6 years in the financial business is a lifetime.
The number of complaints, I am told, increased from 2015 to 2018
from 19,000 to 33,000. That is a pretty significant increase. En-
forcement actions have decreased. Can you explain that?

Ms. KRANINGER. Senator, with respect to complaints, I believe it
is the job we keep doing to make the database known and make
sure that actually complaints——

Senator TESTER. Yeah, but that is not the problem here. The
problem here is the complaints were known, they came in, enforce-
ment actions have decreased. Can you explain that?

Ms. KRANINGER. We continue to take appropriate action on all
the complaints that come in.

Senator TESTER. Well, I will tell you that the Chairman talked
about data driven in his opening remarks, and I agree, but I am
not sure that you are doing things that are driven by data.

Thank you, Mr. Chairman.

Chairman CrAPO. Senator Cotton.

Senator COTTON. Thank you, Ms. Kraninger, for appearing before
us. I would say I am struck by the contrast between Senator
Crapo’s line of questioning on the one hand and Senator Brown
and Senator Tester’s line of questioning on the other hand. And the
contrast does not reflect on you. It reflects on us.

Senator Crapo talked about the constitutionality of your office
and your Bureau. Senator Brown and Senator Tester are obviously
dissatisfied with some of the Bureau’s policies. I would say you ex-
ercised commendable restraint in the way you responded to them
when you really have no reason to be restrained. What can any of
us do to you or your Bureau? The answer is nothing. You have got
a 5-year term. You are barely a year into that term. You do not
come to us for your budget. You go to the Federal Reserve. And you
tell the Federal Reserve how much money you want. You do not
ask them for it; you tell them.

Senator Brown wanted you to talk about whether the FSOC
should have convened, presumably a great tension between you
and Secretary Mnuchin, and maybe President Trump would be dis-
satisfied. Well, guess what? President Trump does not have much
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say over what you do either. You can only be removed for cause.
You may be the single most powerful person in the entire executive
branch of the Government because we created your office in that
fashion.

If the EPA Director were in front the Environmental Committee,
I bet that they would be more deferential because they have to
come to this body every year for a budget. Or if the SEC Commis-
sioner were in front of this Committee, he would be deferential, be-
cause not only does he have to come every year for a budget, but
he also has to come almost every year to get one of his five Com-
missioners confirmed.

So nobody in Congress, whether they are talking about you or
whether we are talking about your predecessor or even the facts or
the programs you are doing right now that we do not care for as
Republicans, has much recourse because the body was designed in
this way, and it is totally antithetical to our founding principles.
Men are not angels. If they were, no Government would be nec-
essary. If angels were to govern men, neither elections nor the sep-
aration of powers would be necessary to keep them in check. That
is James Madison describing the foundational principles of our
Constitution. And the CFPB turns all those things on its head.

Again, I commend you for your restraint and the way you re-
sponded to Senator Brown and Senator Tester’s questions when
there is no real reason from an incentive standpoint for you to be
restrained.

I would just say that all the complaints that we have about your
Bureau, the Democrats have, it does not reflect the fact that the
people working in the CFPB are necessarily bad people, but they
are people. They are people. They are not angels. Just like we are
certainly not angels up here on this dais or no one else is either;
and, therefore, they should not be given the kind of unfettered
power that this Bureau has been given.

That is why I say, with Senator Crapo, I hope the Supreme
Court corrects the errors in the Dodd-Frank law and makes this
Bureau more accountable to the American people through its elect-
ed representatives. But until then, I want to raise the question
about how you are making sure that your people are accountable.

My office has been in touch with yours in the past, as you know,
to encourage transparency and feedback around exams. Too often
what we hear is that examiners are doing things they should not
be doing. They have an attitude they should not have. They treat
guidance as law. But these institutions are understandably reluc-
tant to speak up.

Has the Bureau yet created any formal feedback mechanisms
outside of the ombudsman channel?

Ms. KRANINGER. Senator, I had hoped that I would have an an-
swer for you on this. We do believe that we should do surveys of
institutions after an exam. The ombudsman’s office is the one that
will run that, just to keep some independence from the Supervision
and Enforcement Division that oversees this, just so that institu-
tions feel better about the anonymous nature of the feedback that
they will provide. But I want that feedback, and so we should have
a process in the next couple months to launch that.
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Senator COTTON. Good. I am glad to hear that it will be in the
next couple months. It has been 8 years now. I understand that
you have only been there for a little over a year. But we need that
in place, some simple, confidential post-exam survey that examined
institutions can provide feedback, so you understand what is hap-
pening on your front lines in some kind of systematic fashion.

I thank you for your effort on that. That is maybe the best next
step we can take. Hopefully the Supreme Court, though, will take
the step we should have taken long ago in making this Bureau
more accountable to the American people through our elected rep-
resentatives.

I am glad you are there to hold your examiners to account. But
as Madison also said, “Enlightened statesmen will not always be at
the helm.” And, again, we certainly know that that is the case.
Both Democrats and Republicans alike know that is the case. So
let us do what we should have done and make the Bureau more
accountable.

Chairman CRAPO. Senator Menendez.

Senator MENENDEZ. Thank you, Mr. Chairman.

Director, the Federal Reserve estimates that 40 percent of Ameri-
cans cannot afford a $400 emergency expense. That leaves over 130
million Americans vulnerable to predatory financial practices in
the event that a case of coronavirus leads to a loss of income or
an unexpected medical bill. And, furthermore, financial hardship
brought on by coronavirus could affect a person’s credit report and
impact their ability to access credit in the future.

In 2018, the CFPB performed research and issued educational
material on the financial aspects of preparing and recovering from
a natural disaster. What we are facing now may be a public health
emergency that is more geographically dispersed but just as finan-
cially dangerous for American families.

Early last month, the SEC and FTC issued warnings to Ameri-
cans about coronavirus investment in product scams. But even
though yesterday the CFPB and other regulators encouraged finan-
cial institutions to meet the needs of customers affected by the
virus, the CFPB’s website still does not have any advice for Ameri-
cans on how to financially prepare or avoid scams and fraud that
may come as a result of the coronavirus spread.

So I am asking you a very simple question: Director, will you
commit to immediately develop and publish such advice so that
Americans whose health and lives are disrupted by the virus are
not also exploited by scam artists and fraudsters?

Ms. KRANINGER. Senator, I appreciate the question you are ask-
ing. I will look to update the things that we do have that generally
help consumers and make sure that we reference coronavirus ap-
propriately. It is an excellent point, so thank you.

Senator MENENDEZ. All right. So I hope you will not only take
that to heart but take it into action, because while general scams
and frauds and advice on that may be worthwhile, the specific ele-
ments of fraud that we are beginning to see already and scams we
are beginning to see already as a result of this I think merit the
Bureau’s attention.

Now, I would like to follow up on an important issue raised by
Ranking Member Brown. Can you commit to the Committee that
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any unresolved matters still pending with Wells Fargo will be han-
dled in public?

Ms. KRANINGER. Senator, we have a current understanding with
Wells Fargo with respect to this going through a lot of require-
ments that we will remain in the supervisory tool, if we can. And
that merits cooperation and progress with respect to their compli-
ance plans and actually providing the remediation and taking the
right actions that were placed there

Senator MENENDEZ. So you cannot make that commitment, is
what you are telling me?

Ms. KRANINGER. I can say that we will continue to pursue our
own responsibilities, and we are watching this incredibly closely.

Senator MENENDEZ. Well, the responsibilities, Mr. Blankenstein
assured Wells Fargo that matters pending would be resolved in pri-
vate—in private—through the Office of Supervision. So if we can-
not have these actions speak in public, it seems that the CFPB
does intend to keep Mr. Blankenstein’s promise to Wells Fargo
after all, because doing this in public would, in fact, be preferable
obviously to secrecy. It may not lessen the gravity of Mr.
Blankenstein’s actions under your leadership, but to suggest that
I am going to take care of you politically through supervision, that
does not create any sense of confidence for consumers, especially
those who have banked at Wells Fargo and have a long history—
Wells Fargo has a long history of perversing the interests of those
consumers.

I would just say to you that, you know, we need assurances that
you can provide the Committee that the CFPB’s political ap-
pointees are not promising these companies that they will handle
any violations of law it uncovers at these companies in private. You
know, public scrutiny is far better. And if you are saying we will
do it in private without public scrutiny and potentially without
fines, that is a problem. That is a problem.

Has the CFPB at this point in time resumed supervisory exami-
nations and oversight of companies that service the $1.2 trillion of
loans owned by the Federal Government?

Ms. KRANINGER. Senator, yes, we have an agreement with the
Department of Education and are moving forward with a joint
exam, in fact, this month.

Senator MENENDEZ. So you are doing supervisory examinations?

Ms. KRANINGER. Yes, Senator, starting this month.

Senator MENENDEZ. And when you say you are—let me just un-
derstand. You said a joint effort here. It is your responsibility to
do these supervisory examinations. So is the CFPB—I want to
make sure I have got this for the record straight so we do not end
up having a different consequence. Is it the CFPB who is doing the
supervisory examination of these loans?

Ms. KRANINGER. Yes, with respect to consumer financial laws,
and the Department of Education has the contract oversight of
their contractors.

Senator MENENDEZ. Well, I will close just simply by saying, as
you know, I have raised this with you several times that you have
been here. We need to make sure that you use the full scope of
your authority, including if you are not getting the direct access to
audits going to court as your predecessor did, to ensure that
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student borrowers are protected. So I will look forward to following
up with you on this issue.

Thank you, Mr. Chairman.

Chairman CRAPO. Senator Rounds.

Senator ROUNDS. Thank you, Mr. Chairman.

I listened with interest to Senator Cotton’s message today, and
I had been thinking prior to his discussion with you that I feel the
same way that Senator Cotton had expressed. I think he did a very
nice job of sharing the concern that we have about the leadership
structure within your organization. And I think today’s discussion,
particularly that of our Ranking Member and several other Mem-
bers and their dissatisfaction that they have expressed, and the
fact that it lends credibility to the argument that there should be
direct oversight by Congress of your organization.

I also recognize that you have clearly laid out before the Su-
preme Court your position that the existing structure is not appro-
priate. Would you agree with me on that analysis?

Ms. KRANINGER. Yes, Senator. With respect to the removal provi-
sion, certainly yes.

Senator ROUNDS. Thank you. I think today’s hearing has gone a
long ways in pointing out the reason why many of us feel that way.
At the same time, I most certainly appreciate your being here be-
fore us today.

You may remember that late last year I joined a number of my
colleagues in sending a letter to you regarding reforms to the defi-
nition of qualified mortgage (QM) under the CFPB’s ability-to-
repay rule. In your response, you mentioned that the Bureau is
considering a revision that was move away from the DTI, or debt-
to-income, and include an alternative such as a pricing threshold.

My question is: Since your response, have you come to a more de-
fined position about how the Bureau will proceed? And are there
any misconceptions about your approach that you would like to
take the opportunity to correct?

Ms. KRANINGER. Thank you for that question, Senator. I would
say that the timeline for the Notice of Proposed Rulemaking that
I issued publicly is May, so we will have a full rulemaking there
outlining the details of the proposal.

The statute absolutely requires consideration of debt-to-income
ratio as part of the underwriting decision and ability-to-repay deci-
sion that an institution formulates in the loan process.

So what we are moving away from or going to propose to move
away from is the DTI 43 percent threshold that was established as
what makes a QM, what provides safe harbor. So that is the issue
that is, I think, a little bit misunderstood. Debt-to-income ratio still
is part of the consideration, but we will not have at least in this
proposal—we will see what comments come in. We will not have a
hard limit on 43 percent.

Senator ROUNDS. Thank you. You may be aware that previously
I have cosponsored legislation called the “Business of Insurance
Regulatory Reform Act” that would affirm or reaffirm the CFPB’s
relationship with respect to the insurance industry. Does the CFPB
in your opinion have the legal authority to regulate insurance?

Ms. KRANINGER. Definitely not. The Dodd-Frank Act provides
that the States continue to regulate State-regulated insurance.
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Senator ROUNDS. Thank you. I think Senator Tester was looking
for the opportunity or providing you with an opportunity to respond
to the concerns that many people have expressed about what is
going on right now with the coronavirus, the impact that it has had
on our economy and so forth. The question, as I believe he phrased
it, was: Is this an emergency? I would like to give you an oppor-
tunity to respond with regard to perhaps the way that you see the
response from your department back to the ongoing issues before
the economy right, recognizing the market has fallen, there are
issues with regard to supply chain competencies or capabilities in
the future.

Can you give us in your words the direction that you see your
organization participating or responding with regard to the current
financial situations in this country and throughout the world?

Ms. KRANINGER. Thank you, Senator. It clearly is a public health
emergency that has significant economic impact. It is something
that the Administration is, again, looking at day to day, that,
frankly, your security and emergency management staff are looking
at day to day here at the Capitol and on the Hill. So it is some-
thing every organization needs to have, having a business con-
tinuity plan, which is a regular part of business these days. And,
in fact, the Bureau has a pandemic plan. We have reminded insti-
tutions we regulate that they should have pandemic plans. So there
is, again, an ongoing business continuity concern.

There is a mission concern in terms of how this is affecting con-
sumers and making sure that we are getting the best possible in-
formation out, and certainly my own staff as part of that business
continuity effort, to make sure that we are safe and healthy as we
look to continue to perform the mission.

So it is a constant balance. It is something that every organiza-
tion is looking at and should be looking at and involves up-to-date
information, so there is a lot of information sharing happening at
the interagency level, and guidance is being regularly updated as
to what appropriate responses are, what responses people are tak-
ing.

I have taken action with respect to larger events at the CFPB.
We have several things that were scheduled for this week. We have
now said the public can join via live stream rather than coming to
the building. So that is something that we are working through
and thinking about again as we go forward every day.

Senator ROUNDS. My time has expired. Thank you.

Thank you, Mr. Chairman.

Chairman CraPO. Thank you.

Senator Warner.

Senator WARNER. Thank you, Mr. Chairman.

Director Kraninger, it is great to see you. I will start with what
my colleagues have said, and particularly Senator Cotton called
you maybe the most powerful person in the executive branch. I
think you do have power. I was disappointed, gravely disappointed,
by your last response. I think this will be an economic crisis. I am
gravely concerned that some of the solution sets that we are talk-
ing about right now, the general tools, interest rate cuts, broad-
based stimulus, X amount of money for every family in America,
targeted tax cuts by industries, or the more recent suggestions of
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a payroll tax cut miss the mark. A payroll tax cut is going to do
nothing if you have been furloughed. It is going to do nothing if you
are a waiter or waitress at a restaurant that is shut down.

I think we desperately need to look at those affected by the
health restrictions, quarantine and otherwise. People should not be
losing their jobs, should not be losing their pay, should have flexi-
bility if their kids’ school is shut down.

I think we should be looking at those industries especially
around travel, hospitality, food and beverage that, through no fault
of their own, people are not out because they are taking the
healthcare recommendations, will be put in dire straits. My hope
would be we can find some common ground on this on a bipartisan
basis and make sure that we target our relief.

But as a very powerful person, as indicated by our colleagues,
you have a remarkable ability to influence how this economic crisis
will affect consumers. As you know, a number of members sent you
a letter recently—just yesterday, I believe—to take action. I think
there is precedent again here. In the case of natural disasters, we
have seen the circumstance where the short-term financial hard-
ships on a family or a small business will last well beyond the ef-
fects of the national disaster, affect credit card scores, affect the
ability to maintain credit if you are a small business.

My feeling is we are going to see that. We are going to see that
soon. We are already seeing it in an area that I have looked at for
a long time and have been urging colleagues on both sides of the
aisle to look at—independent contractors, gig workers—who have
no social insurance to fall back on. So we are seeing the lack of
that social insurance, any kind of paid leave. I am actually happy
to see some platform companies, even the old bad boy of the indus-
try, Uber doing a little bit in terms of talking about some benefits
or potentially some shared healthcare activity for workers that may
be constrained due to the coronavirus.

But I do think there is going to be more. Every one of these
workers in terms of what will be immediately needed from their
employer is one set-up, but they are also going to have financial
obligations to deal with. They have got student loans due. They
have got car payments to make. They have got mortgage and rent
payments to make.

So I want to hear what specific steps you will take in the imme-
diate coming days. For example, have you gone to the auto lenders
or credit card lenders yet and talked about forbearance as these
kind of notes come due?

Ms. KRANINGER. Senator, we did issue yesterday—in fact, I think
your letter crossed our action with respect to notifying financial in-
stitutions that they are going to have supervisory flexibility for any
accommodation decisions they make. You referenced disasters. This
is, again, the typical step that we take that is similar to a disaster
context or a national disaster context.

With respect to going forward, we are looking day to day, and
there are conversations even happening on the Hill today:

Senator WARNER. Respectfully, I do not think your response—
and I know this is a quick turnaround—had any level of detail to
it, it seemed to me. And, again, if you are the most powerful person
in the executive branch, you ought to take that power and use it
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now. I would like to see specifically what kind of guidance you are
giving or urging auto and credit card lenders to give.

You mentioned disasters, so let us talk for a moment about that.
When you have disasters, credit card guidance, particularly in
terms of credit reporting relief, can be granted so that a credit re-
porting enterprise can identify with what is called “trade lines”
that they were affected by a natural disaster that would give the
credit bureaus some ability to note that the person’s credit may
have slipped a little bit, but that it was affected by that natural
disaster. So have you been willing to reach out to the rating agen-
cies, the credit card reporting agencies, to use these trade lines?
And if not, why not?

Ms. KRANINGER. Senator, we are monitoring this day to day. We
are in communication with industry and going back and forth on
this, and I definitely will take your recommendation under advise-
ment going forward and how we should deal with this.

Senator WARNER. Mr. Chairman, I know my time has expired,
but if we do not jointly get ahead of this, this is not going to be
an event that ends on a single day. And I think the American peo-
ple are looking for bipartisan creative action. This is not going to
be business as usual, and the traditional tools that we have used
will not be effective this time. We need to target these, and you
have a remarkable amount of power to urge that kind of forbear-
ance from the lender community, from the credit rating agencies.
And for those of us who have questioned your commitment to these
issues with this enormous power, I hope you will prove us wrong
and act forthright.

Thank you, Mr. Chairman.

Chairman CRAPO. Senator Cramer.

Senator CRAMER. Thank you, Mr. Chairman. Thank you, Direc-
tor, for being here.

I want to explore a little bit something that Senator Tester start-
ed on, and at least he referenced it. I have never been a financial
regulator, but I have been a regulator, and the use of self-reporting
can be a wonderful tool. It can be a wonderful incentive for compa-
nies to self-report. Or it can be quite a disincentive, depending on
how the agency responds to that.

I would be interested in how it is going for you under your lead-
ership, you know, now after a year, what is your sense of it, and
maybe just even a little bit of how it has gone and your philosophy
with regard to self-reporting. And what is the right level of re-
sponse, I guess, from the agency? I realize that is a broad question,
and maybe it has a broad answer, but I would be interested. And
then I might explore just a little deeper on a follow-up.

Ms. KRANINGER. Understood. Thank you, Senator.

Last Friday, I reissued and really strengthened our Responsible
Business Conduct bulletin, so it is something that outlines for insti-
tutions what this means, what it means to self-identify and report,
assess—I should say self-assess and self-report, and then remediate
and cooperate. And it is fundamental, frankly, to our ability to tar-
get out resources. There are absolutely predatory lenders out there.
There are bad actors who have no intent of complying with the law,
some who are even ignorant of the law. And we have a broad man-
date with respect to both, you know, financial institutions, nonbank
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entities. So making sure that we are focused on where we need to
be focused on, we need those who are truly engaged, who have com-
pliance management systems, who have a glitch or make a mistake
or have a bad actor inside the institution, when they identify that
and they report that to us, we are saying we will favorably consider
that in our actions and supervision and enforcement around that,
and true cooperation, even just identifying an issue, it may not be
a violation. The institution does not have to concede it is a viola-
tion. It is really letting us know about the issue, having the dia-
logue, bringing that forward in a constructive way so that any
harmed consumers can be helped and that this can be addressed
quickly.

So that is the kind of behavior we are trying to encourage. My
examination force is a very dedicated team of people. We are add-
ing to those ranks, too, and so making sure that they understand
that and they are conveying that to institutions, it is an ongoing
training effort. But I have heard very positive things from institu-
tﬁ)ns as I interact with them and go around and talk to them about
this.

Senator CRAMER. Well, what sort of prompted me to ask the
question that way was that Senator Tester and you had an inter-
esting dialogue with relation to enforcement action versus com-
plaints. And he was drawing, I think, a distinction or at least
thought there should be a correlation where the more complaints
there are, the more enforcement action there ought to be. And if
we played “gotcha” regulation with every complaint, guess what?
You do not get a lot of—you might not get a lot of complaints, at
least from within an organization.

So I would be interested maybe in just a little bit to wrap up
your thoughts or your philosophy about the role of a regulator with
regard to enforcement action versus helping the lenders be compli-
ant. And I know sometimes it can be a tricky line, but how you
treat, for example, self-reporting will mean more than the training
in terms of whether you continue to have that type of cooperation.

Ms. KRANINGER. Absolutely, Senator, I agree. And the way I
have outlined our mission is really a continuum. It does start with
consumers, and we do need to educate them so they know when
they are engaging in the marketplace what they should expect. It
is getting clear rules in place and guidance mechanisms for institu-
tions that are trying to comply, the ability to have back-and-forth
on their questions and interpretation issues. That is also engaged
in through the supervisory process. So what does compliance mean?
How do we get the right rigorous systems in place? And then en-
forcement, it is a blunt tool but a very important one, and we need
to use it effectively to make sure we are incentivizing the right be-
havior in the marketplace and going after those who are bad actors
in the system. That hurts everyone in a competitive marketplace.

Senator CRAMER. That was very well said, and I commend you
on it, considering that we are having this interesting debate on the
creation of a completely unaccountable, blank-check, self-funded
regulatory agency. It is nice to see somebody exercising that type
of balance in that role until such time as it can be changed.

Thank you, Mr. Chairman.

Chairman CRAPO. Senator Cortez Masto.



22

Senator CORTEZ MASTO. Thank you. Director, thank you for
being here.

Let me follow up on the conversation and let us talk a little bit
about payday lenders. Do you think there is any payday lender
companies or agencies that are predatory?

Ms. KRANINGER. I would say there are entities in every single
market that are probably operating in that kind of fashion.

Senator CORTEZ MASTO. So let us talk about payday lenders. If
you identify one that is predatory, what action would you take?

Ms. KRANINGER. So we do have enforcement tools, and, in fact,
we do have ongoing investigations in most corners of our market,
including in that space.

Senator CORTEZ MASTO. Sure, so let me ask you, what enforce-
ment would you take? Would you take action against a predatory
lender? And what would you specifically do?

Ms. KRANINGER. So, Senator, we have had this conversation back
and forth. Every case really is fact-specific and circumstance-spe-
cific. We look at the law. We look at the potential violations. We
look at the evidence that we have been able to build, and first pri-
ority is really remediation of consumers who may have been
harmed. That does take different forms in different cases, and we
have the full panoply from injunctive relief to the consumer pen-
alty—sorry, the civil penalty that we can assess and remediation
for consumers.

Senator CORTEZ MASTO. So let me ask you this, because there
has been this line of questioning, and I agree with it. I think many
of us are worried that predatory online lenders will step up their
efforts to target vulnerable and financially vulnerable struggling
families with expensive loans during this coronavirus crisis. And
critics of your decision to weaken the Consumer Bureau’s 2017
small-dollar lending rule say that lenders no longer have to verify
a borrower’s income, debt, and spending habits to assess their bor-
rﬁwi‘?g threshold before underwriting their loan. Do you agree with
that?

Ms. KRANINGER. Senator, the rule that is in question stipulated
very specific means by which that underwriting would be con-
ducted. That rule never went into effect also because it is actually
pending litigation as well. So what currently happens

Senator CORTEZ MASTO. Do you intend to put it into effect if suc-
cessfully through the litigation the ability to pay is found legiti-
mate by the court? And you are putting

Ms. KRANINGER. We are assessing all of the comments that we
have received back on the proposal to rescind the

Senator CORTEZ MASTO. No, I appreciate that. But at some point
in time, you have got to make a decision.

Ms. KRANINGER. Yes.

Senator CORTEZ MASTO. And so my question to you is: If the law-
suit goes in favor of keeping that rule and the ability to repay,
would the CFPB still continue that as well, or would you look to
change the rule?

Ms. KRANINGER. All of this is a pending decision before me. I am
not trying to avoid the question directly. In April, we will have
some more information about all of this as we look at all the com-
ments we have received.
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Senator CORTEZ MASTO. So you are still waiting to go through
the comments to determine whether the ability to repay should be
a variable that predatory—or lenders look at in general?

ll\ﬁ) KRANINGER. Not waiting. Ongoing. And that decision then
will be——

Senator CORTEZ MASTO. So you have not made a decision one
way or the other?

Ms. KRANINGER. Correct.

Senator CORTEZ MASTO. OK. Let me ask you this: You sit as a
member of the FDIC in your current position. Is that correct?

Ms. KRANINGER. Yes, it is.

Senator CORTEZ MASTO. So is this true, that as an FDIC Board
member, you voted in November 2019 for a proposed rule that
would eviscerate State laws’ caps on the interest rates on loans and
allow unregulated predatory payday lending across the Nation? Is
that true?

Ms. KRANINGER. Senator, I certainly would not characterize it
that way.

Senator CORTEZ MASTO. So please characterize it how you would.
What was your vote to allow the removal of those caps?

Ms. KRANINGER. It is about the valid-when-made rule in terms
of the way this is characterized, you know, I think factually, such
that when a loan is made, it is valid. If that loan is then sold or
otherwise transitioned, the terms of that loan would carry forward.

Senator CORTEZ MASTO. OK. So the State laws do not have any
effect at that point in time based on what your analysis of:

Ms. KRANINGER. That is—again, there are limited circumstances,
and there are other cases where that would be the case. This gets
more complicated, but in its simplest terms, yes.

Senator CORTEZ MASTO. So there has been a lot of talk about
lack of enforcement. You probably have had this conversation as
well. T understand that the Consumer Financial Protection Bureau
has not examined Federal student loan servicers for compliance
with the law for more than 2 years. Is that correct?

Ms. KRANINGER. I think we are—yes, we are probably at 2 years
on that point, but I can tell you——

Senator CORTEZ MASTO. Let me just ask further, because I un-
derstand that Betsy DeVos, the Secretary of the Department of
Education, has refused to allow Federal student loan servicers to
provide the Bureau with access to borrower information. Is that
correct?

Ms. KRANINGER. I have sent letters back to Congress on this, so,
yes, that is correct. But I did tell Senator Menendez a little earlier
that we have an agreement, and we are going to move forward
with a joint exam this month with respect to the Federal portfolio
of the student loan servicer.

Senator CORTEZ MASTO. Thank you. I have further questions. I
will submit those for the records.

Thank you again for being here.

Ms. KRANINGER. Thank you, Senator.

Chairman CRAPO. Thank you.

Senator Tillis.

Senator TiLLIS. Thank you, Mr. Chairman. Director Kraninger,
thank you for being here. And also, as Senator Rounds said about
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Senator Cotton’s comments, I want to associate myself with them.
I remember telling then-Director Mick Mulvaney I bet his heart
rate was about four or five. Many people come before these commit-
tees. I am sure that they are more concerned. But the fact of the
matter is you just have to come to this Committee and then go
back and do whatever you want to do.

Now, I for one think you are doing a good job, but I think there
are fundamental problems with having a regulatory entity that is
absolutely unchecked by any congressional oversight and action. So
thank you for your patience. I am not quite so sure in response to
some of the questions and some of the cutoff back and forth that
I have seen here that I would have been quite as patient with.

I have a question about the QM patch that is set to expire,
Freddie, Fannie. You are very familiar with it. You sent us a letter
back in January, and I think in one of the passages you were talk-
ing about moving away from the DTI toward a pricing approach as
well as a seasoning mechanism. Can you tell me—I know that you
are receiving comments right now, but can you give me an idea or
expand a little bit more on conceptually what that means?

Ms. KRANINGER. Yes, Senator. So we will issue a proposed rule
in May with respect to the first part of that. With respect to the
seasoning proposal, looking at something a little bit later than that
because we are still working through it.

Of course, all of this starts with the law, and Title 14 of the
Dodd-Frank Act outlines what this all means with respect to ability
to repay. There are things that a lender must consider, including
debt-to-income ratio, in that underwriting decision. But what the
Bureau did several years ago when it issued its rulemaking and
there were subsequent changes and we assessed this rule 5 years
after to understand its impact better, there are comments and con-
cerns that we have gotten with respect to how specific those things
were, particularly as it applied to the safe harbor of the QM.

So what we are looking at is what was in that QM in terms of
specific underwriting actions and how you determine ability to
repay that went beyond the statute, how limiting that was. And
then also with respect to the QM, the debt-to-income ratio thresh-
old set at 43 percent, as you know, the patch allowed Fannie and
Freddie to set their own rules, and there are many, really hun-
dreds of thousands of borrowers who otherwise would not have a
home whose debt-to-income ratio is higher than 43 percent and, in
fact, some that were given loans, given the mitigating factors, of
more than 50 percent DTI.

So that in and of itself did not seem to be the right QM thresh-
old. It is still very much a back-and-forth in terms of taking com-
ments, as you noted, so there is no final decision. But the proposal
we are looking to finalize here and then put out in May will rely
instead on a pricing threshold, and so the difference there.

So that is the part that we are very much looking at comments
on. What should that pricing threshold be? But DTI still is very
much a part of the process.

Senator TILLIS. And at the end of the day, allowing the QM patch
to expire and moving to this new mechanism is one that would be
basically the rule for anybody underwriting a mortgage? That
seems to be the appropriate
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Ms. KRANINGER. Yes, really having an equal playing field.

Senator TILLIS. Is there any rational basis for why you would
come back and reconsider the QM patch if you are moving toward
this mechanism?

Ms. KRANINGER. No. With respect to the patch, no. I made very
clear that that is ending as intended.

Senator TILLIS. Good. Thank you.

I have one question here about balancing access to credit with
consumer protections, the balance, I should say. And I was won-
dering, are you guys engaging with the MBS investor community
as it seeks to strike a balance here?

Ms. KRANINGER. With respect to, I am sorry?

Senator TILLIS. I am sorry. Actually, we are talking about bal-
ancing access to credit with consumer protections. I know that you
are dealing with that. But it seems that the crisis—I am doing a
bad job of gluing together my thought, but what I am trying to do
is figure out how do you allow access to credit but protecting con-
sumer—having appropriate consumer protections in there. This is
basically the discussion we had over here with Senator Cortez
Masto. I am worried, on the one hand, if we do not strike a bal-
ance, that there is an entire segment of the people that will be
underbanked and unbanked.

Ms. KRANINGER. Yes.

Senator TiLLIS. And I think if we overreach on some of these
things that I know get the headlines and make everybody feel like
they are being protectors of the consumers, at the end of the day—
I have seen this in North Carolina—there are going to be people
who are unbanked, underbanked, or going toward funding mecha-
nisms that are far worse than a well-regulated regimen or execu-
tion under your control.

Ms. KRANINGER. Thank you, Senator. You have articulated it
well, and it is a balance that we constantly need to look at. And
disclosure is, again, a typical means of consumer protection. It is
something that we look at as a first action, making sure consumers
have the information they need to make the best decision for them-
selves. That is something we look at regularly.

Senator TILLIS. I just think it is important to—we want to target
one segment of lenders as bad actors and eliminating them, and if
we do that with a broad brush, without looking at bad actors across
the spectrum of the financial services industry, then we run the
risk of taking a segment of our population out of any sort of finan-
cial network that provides some ability to give them the capital
they need. As a kid that grew up on 90-day notes with my dad, I
understand if you do not get cash to a certain segment of society,
they are either not going to be able to do their job, not be able to
pay their bills, or not be able to have the opportunities that I had
when we were living on 90-day notes.

Chairman CRAPO. Senator Van Hollen.

Senator VAN HOLLEN. Thank you, Mr. Chairman. Welcome, Di-
rector Kraninger. And thank you for the statement you made at
the outset about your plans to address whatever needs arise with
your own employees with respect to responding to the coronavirus.

Do you have a telework plan that have you put in place?
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Ms. KRANINGER. We do have telework policies for literally just
about every single employee. We are actually trying to get the last
50 holdouts, get them done so that we have that. It includes situa-
tional telework and a weather provision that we can work through
to meet the current circumstances as well.

Senator VAN HOLLEN. Good. I am glad you are taking those
steps.

I also want to associate myself with Senator Warner’s comments
about the need to use both your persuasive abilities but also your
authorities with respect to forbearance by credit card companies
and others with respect to consumers who are now going to see
their debts go up and maybe not be able to pay on those debts and
credit cards because they are out of work because of the
coronavirus.

I did see the statement that was issued. I hope in the coming
days you will take even more aggressive action, because that could
obviously turn a lot of households upside down. We know that 40
percent of households are literally $400 away from essentially
going underwater and are not going to be able to make the pay-
ments on car payments, mortgage payments, those kinds of things.
So I really hope we will have a comprehensive response there.

Let me turn to student debt. In the next couple days, we may
have a vote here with respect to the Administration’s overturning
of what was the borrower’s defense rule, which is designed to pro-
tect students who were effectively defrauded by student loan agen-
cies and some mostly private colleges in the process. I hope that
this body will have a majority vote to overturn that.

In the meantime, I was glad to hear that finally—it is long over-
due—you have entered into this MOU with the Department of Edu-
cation, and I hope you will keep us posted on what actions you are
actually taking. As you know, it has been a source of great frustra-
tion to many of us that this has taken so long, that you got rid of
the old MOU that had been in place during the previous Adminis-
tration, finally reinstated this new one. I think you are going to see
a lot of Members of this Committee actively watching to see how
that is implemented.

Another area of student debt is in the area of credit cards and
debit cards. And as you know, years ago Congress passed the
CARD Act that essentially prohibited colleges from teaming up
with credit card companies and co-marketing credit cards at really
usurious rates to students. We limited that. But debit cards were
not included, and there was a study done by the CFPB during the
previous Administration. It got kind of deep-sixed early in this Ad-
ministration, but it surfaced through what I believe was a FOIA re-
quest. And it pointed out that Wells Fargo, which has been in the
nev(vis a lot lately, had been charging excessive amounts for debit
cards.

So my question is: Are you using your authorities today to ad-
dress that issue of potentially abusive practices in the debit card
space aimed at students on campuses?

Ms. KRANINGER. Senator, I am aware of the report that you are
referencing. As you noted, the CARD Act did not address any debit
card issues associated with this area. But I can assure you that we
absolutely are using our enforcement power to take any action that
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we deem necessary really in any area of predatory lending. And so
I am happy to take any particular circumstances you might be
aware of. We take it from every source of information we can. We
are continually looking at CARD Act compliance and making sure
that that is happening as well. So it is an ongoing effort.

Senator VAN HOLLEN. So you agree that it is within the sort of
scope of work and jurisdiction of CFPB to look at these? If there
were fraudulent or predatory debit card practices going on on cam-
puses, you agree that that is within your jurisdiction, right?

Ms. KRANINGER. Yes.

Senator VAN HOLLEN. OK. Thank you, Mr. Chairman.

Chairman CRAPO. Senator McSally.

Senator MCSALLY. Thank you, Mr. Chairman.

Director Kraninger, I am a veteran. I served 26 years. I have al-
ways said there is a special place in Hell for people who prey upon
our military and our veterans. The last time that the Office of
Servicemember Affairs at CFPB published an annual report was
January of 2019. Can you tell me what major themes and trends
you are seeing related to our military and veterans since then? And
when can we see the next report?

Ms. KRANINGER. Absolutely, and we are working actually inter-
nally to finalize that next report, as you know, outlining the com-
plaints that we have received from servicemembers and some of the
outreach activities that we have done, including with the Depart-
ment of Defense, to make sure we are constantly assessing what
information servicemembers are facing and veterans are facing in
the marketplace and looking at what actions we can take to help
them arm themselves, certainly including any enforcement actions
that we should take. So we have ongoing efforts in many of those
areas.

In terms of the complaints that we have received, there are some
with respect to student loan servicing and understanding different
processes, and so in that respect, servicemembers are similar to the
student population generally. So there are things we are working
through on that front, some things, too, with respect to add-on
products in the auto loan context. And that is not going to be high-
lighted in this current report because we think there has been
some clarification on that particular issue that has happened in the
last year.

I know there was a third highlight in that last year’s report, but
I am not recollecting what that is.

Senator McSALLY. OK.

Ms. KRANINGER. But we very much look at those complaints that
come in, highlight the ones that are most prevalent, and what we
are doing about them.

Senator MCSALLY. Great. I appreciate that. I want to ensure that
there are appropriate financial protections for our veterans and our
military families as they are serving. The last thing they need to
worry about, especially when they are deployed, is being preyed
upon in the financial marketplace, them and their families.

I believe that Congress should very clearly codify into law that
the Bureau clearly has supervisory authority over the Military
Lending Act, something many Republicans and Democrats agree
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upon. If we were to pass this legislation, how would that impact
your posture specifically for your supervisory authority?

Ms. KRANINGER. Thank you, Senator. It is something that I am
seeking. It is the first legislative proposal that I sent to the Con-
gress, explicitly calling for that authority. The Military Lending Act
is not one of the enumerated Federal consumer financial laws, and
for that reason, given our supervisory authority is different in the
statute from our enforcement authority, that is something I have
determined we do not have the ability to do, is supervise in that
context.

Senator MCSALLY. So if you had that authority, how would that
better protect veterans and military?

Ms. KRANINGER. It would really enable us to make that a pointed
effort of our exams, and it gets back to my push to prevent harm.
That supervisory tool that we have helps institutions comply with
the law, understand what compliance means, is a faster ability to
engage with an entity than the enforcement tool, which, you know,
does take time to bear out an investigation.

Senator McSALLY. Great. Thanks. And you believe, I assume,
that the CFPB is the best agency for MLA supervision and enforce-
ment?

Ms. KRANINGER. Yes, with respect to nonbank entities, because
the prudential regulators can do this with respect to banks and
credit unions. It is really the nonbank space where that is in ques-
tion.

Senator McSALLY. OK. Great. And if you had that authority,
that would also allow the Bureau to work with other agencies to
promulgate rules and regulations to protect active-duty members
and veterans?

Ms. KRANINGER. We have the ability to do rulemaking separate
from, so I will say that at least, in some respects. A lot of the Mili-
tary Lending Act rules come from the Department of Defense,
though. But we have other areas where we can certainly declare—
address issues of rulemaking as needed.

Senator McSALLY. OK. Great. Is there any downside, in your
view, from us just passing this and making it very clear that you
have the authority for that supervisory

Ms. KRANINGER. That is an interesting question. I certainly do
not see a downside to Congress providing clarity, particularly
where it is clear that everyone would like us to act, I would like
to act, and I do not have the authority today.

Senator MCSALLY. Great, nor do I, and I plan on leading on that
legislation in order to give that clear authority so we can protect
my fellow servicemen and -women and veterans and give you the
authorities you need in order to protect them. Thank you.

Ms. KRANINGER. Thank you.

Senator MCSALLY. Thank you, Mr. Chairman.

Chairman CRAPO. Senator Jones.

Senator JONES. Thank you, Mr. Chairman. Thank you, Director
Kraninger, for being here.

I want to return to the payday lending questions that Senator
Cortez Masto asked, and you and I have talked about this. It is a
huge problem in Alabama where, you know, the average payday
borrower in Alabama takes out eight loans a year. And I have got
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a concern like Senator Tillis does. I do not want to just—I want to
make sure that people that need the ability to get cash and access
to credit have that. And like him, my dad, and me to some extent,
had these 90-day notes. But my guess is—and this is just a hunch,
but my guess is neither Senator Tillis’ dad or mine had to pay 300
to 400 percent interest on those 90-day notes. And my guess is they
also either had to put up some collateral or there was some indica-
tion that they would ultimately have the ability to repay that 90-
day note, either continuing just to pay interest on it or do what-
ever.

So I am concerned, frankly, that the updated payday lending rule
does not require lenders to determine whether borrowers can pay
back a loan. And Senator Cortez Masto asked you that. To me, that
just seems like a no-brainer, that looking at the ability to pay a
loan is integral to whether or not to give that loan in the first
place. There could be other factors, but explain to me why this is
even under discussion that that would not be something that every
payday lender should be looking at.

Ms. KRANINGER. Senator, I can tell you that the rule stipulated
specifically how that underwriting would be done and had an im-
pact on the availability of credit in general to consumers that was
dramatic and substantial. And that is

Senator JONES. In what way—I mean, I am trying to understand,
and I have not seen all of it, but I am trying to understand how
dramatic and how substantial, because it seems to me if they can-
not pay it back, they are going to get caught in this circle of debt.
So how do these new rules have a dramatic impact on those folks
so that they can ultimately stroke a check and pay this back with-
out having to take out another loan from another lender?

Ms. KRANINGER. So the rule took one tack, Senator, and it really
was a complete turning-over of the industry as it operates and re-
ducing—the numbers should be at my head, but we are talking
roughly 70 percent of the availability out there with respect to
branches. That was the CFPB’s assessment of the impact on the re-
duction in access to small-dollar loans.

I would say, too, several years ago the prudential regulators
issued guidance that was taken to heart by banks that they should
not provide small-dollar products. And so that is in my estimation
another part of the problem because we want responsible institu-
tions to provide the kind of credit that consumers are seeking.

There is a product that credit unions can offer under the NCUA’s
rules, and it is called “PAL.” I forget what it stands for, but they
have been looking to update that, too. And so what I would like to
see is encouraging competition with responsible products by re-
sponsible service providers, to look at the opportunity potentially
for disclosures in this space, because the bottom line is making
sure that consumers understand and are informed about what
products they are actually seeking in the marketplace to meet their
own needs, and enforcement. It is our backstop. Predatory lending
is absolutely not appropriate in any market.

Senator JONES. But if you do not have any rule or regulation
that requires them to look at whether or not you can ever pay this
back, ever pay it back, how are you going to enforce something that
you are not even beginning to regulate in the first place? I am
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sorry, but I am just having a real hard time with everything you
are saying only because it just seems like we are just getting this
payday lending spiraling people into debt. Eight loans a year from
folks in Alabama. They need help, but they also need the help pay-
ing it back as well.

You know, I am just having a hard time with this and under-
standing why that is not even a consideration. And I am not sure
you have really answered why it is not a consideration.

Ms. KRANINGER. Well, Senator, in fairness, too, this is a proposed
rescinding of that underwriting provision that is in front of me
now, so I cannot give you a fulsome articulation of a decision on
that because it is an ongoing rulemaking process.

Senator JONES. And that has been ongoing ever since I have been
in the Senate just about, since January of 2018. When will that be
final so that you can give me that information?

Ms. KRANINGER. We are going to assess this and make the deci-
sion, whether that be a final rule or otherwise, in April. So it is
very soon.

Senator JONES. All right. Thank you. I will have some other
questions because I really want to ask about housing since there
seems to be no housing discrimination in America anymore, which
I think is great, because there is no enforcement actions. I do have
some questions about that for the record, but I will save those since
I am 14 seconds over, Mr. Chairman.

Senator JONES. Thank you very much.

Chairman CRAPO. Thank you.

Senator Reed.

Senator REED. Well, thank you, Mr. Chairman. And, Director, I
was paying attention as you spoke with Senator McSally. I am very
disappointed that you do not exercise supervisory responsibility
over payday lenders. I think you do have the authority. It is under
your leadership that change took place. I believe your predecessor
made it clear that he felt he had that authority.

As you know, the Department of Defense has stated in writing
that, “The Department believes that the full spectrum of tools, in-
cluding supervisory examinations, contribute to effective industry
education about, and compliance with, the MLA.” And those are
the people who have very strong vested interest in protecting sol-
diers, sailors, airmen, and marines.

Even your own legal analysis states, and I quote again, “One pos-
sible reading of the statute would allow that the Bureau may seek
to uncover and remedy violations of the MLA in the course of exer-
cising its authorities, i.e., supervision.” So your own agency has
concluded that there is a reading of the statute that would allow
you to do this, yet you ignore that. Instead, you would ask for dif-
ferent legislation, which I think in the context is not really a plea
for supervisory authority. It is an excuse and a diversion so that
you do not have to supervise for the benefit of the payday industry,
which I find very disappointing.

If we are going to pursue legislation, then we should, I believe,
extend the benefits of the MLA, the chief benefit, which is a 36 per-
cent interest cap, to all Americans. That is why many of us on a
bipartisan basis support the Veterans and Consumers Fair Credit
Act. This would, I think, be strong legislation. In fact, it is
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supported by a significant coalition including the Iraq and Afghani-
stan War Veterans, Military Officers Association of America, the
United States Conference of Catholic Bishops, and the Committee
on Domestic Justice and Human Development.

So I do think you have the authority, and I think you are reneg-
ing on that authority, and it is a great disappointment. Do I make
myself clear?

Ms. KRANINGER. Yes, Senator, and I respectfully disagree. I know
we have had this conversation. I very much do want the authority
to do this. I do not believe that I have it.

Senator REED. Well, your own analysis by your own legal depart-
ment in the material they have submitted says there is an inter-
pretation that will give you that authority. Has this authority ever
been challenged in court when it was exercised by your prede-
cessor?

Ms. KRANINGER. Senator, it has not, and we

Senator REED. Well, isn’t that a good indication that even the
people who are subject do not object, at least do not have—feel the
legal footing to object?

Ms. KRANINGER. I believe that is a very slippery slope, and I do
believe I have the responsibility to determine where our authority
lies. And, certainly, as I noted to you, the possible reading would
lead to many other interpretations that would be, I think, problem-
atic and detrimental.

Senator REED. I think this reading would lead to the interpreta-
tion that you are going to protect men and women who are pro-
tecting us from being abused by lenders, and I would hope you
would reconsider. Thank you.

Chairman CrRAPO. Thank you. That concludes all of the Senators.
Senator Brown has asked for an additional 5 minutes, and so, Sen-
ator Brown, please proceed.

Senator BROWN. Thank you, Mr. Chairman. Thank you always
for your—and thank you for staying around a little bit longer, Di-
rector Kraninger.

I want to follow up on something you had said earlier when I
asked you whether the CFPB had taken any public action against
Wells Fargo since Eric Blankenstein private promises last May. I
think you used the word “hearsay” when we actually have emails,
which decidedly are not hearsay. But, more importantly, you ref-
erenced a $1 billion fine. I just want to make clear that was in—
you had said that CFPB did that, which was a true statement, but
it was in 2018, before you were Director. And so we have not—the
implication was that you had been tough on them when you decid-
edly have not been. So we hope that you will reconsider that.

Let me ask a couple of questions on a couple of subjects. We cre-
ated the CFPB because we knew that too many other agencies
were not protecting consumers. There may be no better example of
that than what a few people have asked about, the Department of
Education under Secretary DeVos. She has gutted rules to protect
student borrowers. She has shut down investigations of abuse and
fraud by for-profit colleges. She was recently held in contempt by
a Federal court. For the past 2 years, she blocked the CFPB from
doing its job to protect more than 43 million student borrowers.
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Why would you hand over the Consumer Financial Protection
Bureau’s responsibility to protect student borrowers to Secretary
DeVos? Why would you do such a thing?

Ms. KRANINGER. Senator, I have not done that. As we have
talked about very clearly, I believe it is in the interest of the Fed-
eral Government to speak with one voice and to have agreement
with respect to how the CFPB carries out its responsibilities for en-
suring compliance with Federal consumer financial law, and the
Department of Education has a very real role. These are their con-
tractors, their servicers. They have contract provisions that they
need to oversee. Doing those two things in concert is what is in the
Government interest and in the consumers’ interests.

Senator BROWN. I would like to think that is true. I would like
to think that you are genuine about doing something. I have sat
here and you have sat there before over the last year, and we have
asked you many times why you have not examined Federal student
loan servicers. You have said for a year you will take action. Now
you are saying—I would like to ask you, whatever you are going
to do on joint exams, that you would disclose to us what the spe-
cific plans are. But I just do not understand the question as Ameri-
cans—I mean, another year is wasted, and more students are over-
whelmed by their debt. And they do not want to hear excuses. Your
job is to fight for student borrowers, and I do not understand why
you think you need permission from Betsy DeVos.

So my request of you is to publicly tell us that you will be public
about this entire process with the timetable with Secretary DeVos
on this joint exam that you talk about.

Ms. KRANINGER. Senator, I pledge that we will share what we
can publicly as I am doing today. As you know, the supervisory
process is confidential inherently, and it should be to be effective.
So we have to balance those interests. But I was very clear in
wanting to make sure you knew that we are carrying out our re-
sponsibilities.

Senator BROWN. I just am discouraged—that disappoints me be-
cause I think a year from now we might be having this same con-
versation. So prove me wrong.

Last question, or series of questions. You formed a taskforce that
is supposed to provide recommendations on how to update Federal
consumer financial laws. You select the members of the taskforce,
correct?

Ms. KRANINGER. Yes. It was through a public competitive proc-
ess.

Senator BROWN. OK. You selected a gentleman named Howard
Beales, correct?

Ms. KRANINGER. Yes.

Senator BROWN. He was described by the Wall Street Journal,
not a liberal publication, as an academic whose studies have been
used by a tobacco company to fight Federal regulators. He actually
argued that Joe Camel and other big tobacco campaigns were not
trying to get kids to smoke. He argued that payday loans with a
448 percent interest rate are beneficial to consumers.

You also selected Todd Zywicki for the taskforce, correct?

Ms. KRANINGER. Yes.
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Senator BROWN. In addition to his career trying to influence the
Bureau on behalf of Wall Street, Mr. Zywicki helped defend a debt
relief company that the Bureau sued that a court later found cheat-
ed consumers out of well in excess of $100 million. These are the
people that you selected, competitive bidding or not, competitive
process or not. So is it true that two of the taskforce members have
such close ties to industry they needed a waiver of Federal ethics
laws to participate in the taskforce?

Ms. KRANINGER. Senator, we wanted the foremost experts on con-
sumer financial law and economics, and I believe that we have
found that. These are five individuals who have extensive public
service careers

Senator BROWN. You gave two of them

Ms. KRANINGER. and who have represented industry because,
again, they are individuals who have experience with how the
laws

Senator BROWN. But they needed

Ms. KRANINGER.——and regulations actually apply in practical
circumstances. So that is hugely beneficial. There will also be an
extensive public engagement. In fact, we are starting that today.
We have our first roundtable where the taskforce members are en-
gaging with leaders in trade associations, consumer advocacy
groups, as well as business trades, and engaging with our Advisory
Committee members this week. So this is going to be an ongoing
process to really bring in the best information that we can to think
about the way to move forward.

Senator BROWN. The best information from sort of Wall Street’s
viewpoint. You asked for the waiver. The waivers were granted.
You personally gave them the waivers, your office did. I mean,
there is already—the criticism of you, the dissatisfaction with the
work you do, is that it is always too slanted toward the most privi-
leged, wealthy interest groups in this Government and in this
country. This just plays more to that perception. This is where the
advice comes from. You have made it clear to me and to a lot of
us that you are not here to carry out the CFPB’s mission of pro-
tecting consumers. You are here to carry out President Trump’s
agenda of protecting Wall Street mega banks and the richest inter-
est groups in this swamp.

Thank you.

Chairman CrAPO. Thank you. That concludes the questioning for
today’s hearing. For Senators who wish to submit questions for the
record, those questions are due to the Committee by Tuesday,
March 17th.

Director Kraninger, we ask that you respond to those questions
as promptly as you can. Again, thank you for your service and for
being here with us today.

This hearing is adjourned.

[Whereupon, at 11:42 a.m., the hearing was adjourned.]

[Prepared statements, additional material, and responses to writ-
ten questions supplied for the record follow:]
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PREPARED STATEMENT OF CHAIRMAN MIKE CRAPO

Today, we will receive testimony from Consumer Financial Protection Bureau
(CFPB) Director Kathy Kraninger on the CFPB’s semiannual report.

On February 3, the CFPB issued its Fall 2019 Semiannual Report, which outlines
the CFPB’s significant work between April 2019 and September 2019, including
rulemakings and supervisory and regulatory activities.

The report also provides insight into what the CFPB plans to undertake in the
coming work period.

Consumer protection is vital for a properly functioning financial market place and
is best determined by a robust, quantitative analysis.

Under Director Kraninger’s leadership, the CFPB has demonstrated a commit-
ment to ensuring that its regulations are data driven, appropriately tailored to sat-
isfy statutory obligations, and based on sound evidence and legal support.

T}{lere have been promising changes at the CFPB under Director Kraninger’s lead-
ership.

But, it remains abundantly clear that the fundamental structure of the CFPB
must be reconsidered to make it more transparent and accountable.

Last week, the Supreme Court heard arguments for Seila Law LLC v. CFPB, a
case that examines the constitutionality of the CFPB’s leadership structure.

On March 2, 2020, the Wall Street Journal Editorial Board referred to Seila Law
v. CFPB as the “constitutional case of the year,” and stated that the question pre-
sented by this case “goes to the heart of the separation of powers and whether the
administrative state is accountable to the people.”

It has long been my position that the CFPB’s current single director structure
lacks sufficient accountability, and I look forward to the Supreme Court ruling on
this case later this summer.

With this in mind, I continue to advocate for establishing a bipartisan board of
directors to oversee the CFPB; subjecting the CFPB to the annual appropriations
process, similar to other Federal regulators; and establishing a safety-and-sound-
ness check for the prudential regulators.

The Banking Committee has spent significant time this Congress evaluating the
collection, protection and use of consumer data by government agencies and private
companies.

I have repeatedly voiced concerns about wide-scale collection of personally identifi-
3ble information by the CFPB, especially with respect to credit card and mortgage

ata.

On February 26, the CFPB hosted a symposium on the access and use of con-
sumer-permissioned financial data to determine if agency action is necessary to pro-
mote consumer access to their financial data.

I find it concerning that when consumers choose to share their financial data with
a third party, they often unknowingly involve a data aggregator to facilitate the
transmission of this data.

The CFPB and Congress should explore ways to ensure that consumer data re-
mains protected when it is shared.

We need a foundational change to our data privacy laws that applies broadly,
across industries, and ensures domestic and international cohesion via preemption
and interoperability, respectively.

During this hearing, I look forward to hearing more about key initiatives under-
taken by the CFPB in the last year; Director Kraninger’s priorities for the CFPB
in the upcoming work period; and additional legislative or regulatory opportunities
to encourage financial innovation and widen access to financial products and serv-
ices.

Director Kraninger, thank you again for joining the Committee this morning to
discuss the CFPB’s activities and plans.

PREPARED STATEMENT OF SENATOR SHERROD BROWN

Thank you, Mr. Chairman.

First I want to say a few words about the coronavirus, and the toll it’s taking on
our communities, on our healthcare system, and on our entire economy.

Our first concern has to be for Americans’ safety. We also can’t ignore the millions
of Americans who are losing paychecks and the small businesses that are losing cus-
tomers.

When times get tough, we come together as Americans and we rise to the chal-
lenge. I'm confident we can do that again—and it has to mean support for everyone
who makes this country work, not just Wall Street.
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Moments like this are a reminder of why we created the CFPB after the last fi-
nancial crisis—to make sure hardworking Americans have a voice in the room, espe-
cially at times like this.

We know that in times of crisis, Wall Street has armies of lobbyists who will fight
to make sure we do what we need to do to stabilize financial markets. But most
people don’t have lobbyists and don’t have that kind of power. We have to fight for
them too. And the CFPB is their voice.

During its first 6 years, the Bureau delivered results: the CFPB made new, strong
rules that protected consumers from abusive practices. It sent Bureau employees
into banks and other corporations to make sure they were following the law. And
it returned more than $12 billion to 29 million Americans.

Unfortunately, President Trump has tried to turn the Consumer Protection Bu-
reau into another agency that helps his wealthy friends at the expense of the people
it’s supposed to serve.

Under President Trump’s first appointed director, Mick Mulvaney, the CFPB saw
a shift away from protecting servicemembers and rooting out discrimination to doing
favors for private corporations at the behest of political hires.

Director Kraninger has continued down the same path-corporate protection in-
stead of consumer protection.

Under her leadership, we see a clear pattern: sabotaging the agency’s work to
hold corporations accountable.

She sided with corporations—including a company the CFPB sued for scamming
9/11 survivors—to argue that the Bureau is unconstitutional in the Supreme Court.

It would be quite a coup for big banks and other corporations if the Supreme
Court gutted the agency that’s supposed to keep an eye on them.

Director Kraninger has also allowed Education Secretary Betsy DeVos to block
the Bureau from protecting the 43 million Americans with Federal student debt.

If you don’t think that Director Kraninger’s failure to stand up to Secretary DeVos
has consequences, talk to the tens of thousands of teachers, nurses, firefighters, and
servicemembers who are paying more money in student loans every single month
because Betsy DeVos denied them the loan forgiveness that they earned.

Like other Trump appointees, Director Kraninger has dutifully carried out the Ad-
ministration’s assault on civil rights protections:

e She weakened rules that identify discriminatory lending.

e She dismantled the CFPB office that used to ferret out discriminatory lending
practices.

e And she left Eric Blankenstein, a Mulvaney-era political appointee with a his-
tory of racist and sexist writings, in charge of enforcing civil rights laws.

And look at the result—under Mulvaney and Kraninger, the Consumer Protection
Bureau has not brought a single case of illegal discrimination.

They have not returned a single dollar to victims of discrimination.

Last October we also learned that, in exchange for contributions to the Trump
campaign, payday lenders were bragging about being able to “pick up the phone and
get the President’s attention” to fend off regulation.

Director Kraninger has given them exactly what they paid for:

e She gutted rules that would protect borrowers from predatory payday loans that
trap them in cycles of debt.

e She hasn’t filed any new lawsuits against payday lenders.

e And she even let a payday lender keep $1.3 million it had volunteered to pay
back to consumers it had ripped off.

It’s not just payday lenders. Director Kraninger has gone out of her way to let
debt collectors and other corporations keep the money they scammed from con-
sumers.

Just last week we learned that—as he was on his way out the door—Eric
Blankenstein promised the CEO of Wells Fargo that he would hide the bank’s bad
conduct and let them off without a fine.

Let’s be clear about what’s happening here—a CEO asks for a special favor, and
he gets it. Never mind the cost to everyone else.

If a worker in Ohio gets laid off, or their car breaks down, and they can’t afford
to pay their credit card bill that month, Wells Fargo is still going to charge them
interest—they can’t call in any special favors to let them off the hook.

But we have seen over and over again that in President Trump’s Washington,
Wall Street gets to play by different rules.

Director Kraninger also continues to surround herself with appointees with a his-
tory of bigotry and hostility to consumers.
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She retained Paul Watkins, a Mulvaney appointee, who worked as senior legal
counsel for a hate group that wants to criminalize LGBTQ people.

She also recently hired Leonard Chanin to serve as her number two.

This is someone who failed at protecting consumers at the Fed in the years lead-
ing up to the financial crisis.

More recently, he worked at the bank that the Bureau just sued for the same type
of fake account fraud that we saw at Wells Fargo.

What we see from Director Kraninger is the same thing we see across the Trump
administration: protect corporations from accountability at all costs.

It comes back to one question—whose side are you on?

Wall Street megabanks, payday lenders, and other corporations all have enough
allies looking out for them in the White House and in Mitch McConnell’s office.

The CFPB is supposed to be an independent advocate on the side of everyone else.

Director Kraninger should return the Consumer Protection Bureau to its core mis-
sion: put consumers first.

Anything less is a neglect of duty.

Thank you, Chairman Crapo.
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Written Testimony
Kathleen L. Kraninger, Director, Consumer Financial Protection Bureau
Before the Senate Committee on Banking, Housing, and Urban Affairs
March 10, 2020

Chairman Crapo, Ranking Member Brown, and distinguished Members of the Committee, thank
you for the opportunity to present the Consumer Financial Protection Bureau’s (Bureau’s) most
recent Semi-Annual Report to Congress.

Today, [ am happy to present the Bureau’s Fall 2019 Semi-Annual Report (April 1, 2019, to
September 30, 2019) to Congress and the American people in fulfillment of our statutory
responsibility and commitment to accountability and transparency. My testimony is intended to
highlight the contents of this Semi-Annual Report (Report).

Since I last appeared before the Committee, 1 had the pleasure of marking my first vear at the
Bureau. It is an honor and privilege to serve and protect American consumers. In this last year,
the Bureau greatly enhanced consumer protection by more effectively and comprehensively
utilizing the agency’s resources to meet our mission. [ remain committed to strengthening the
Bureau’s ability to use all of the tools provided by the Dodd-Frank Wall Strect Reform and
Consumer Protection Act (Dodd-Frank Act), and I have established and communicated clear
priorities to Bureau staft for our work using the authorities provided by the Dodd-Frank Act to
protect consumers.

Through continued, robust engagement with all stakeholders, I remain resolved that the most
productive use of Bureau resources is the prevention of harm to consumers in concert with our
many partners. Empowering consumers to protect and further their own interests is where our
efforts begin. The Bureau’s mission, as you are aware, is to ensure access to fair, transparent,
and competitive markets for consumers, and we are committed to executing the mission through:

¢ Empowering Consumers and Turning Financial Education into Action,

¢ Ensuring Clear Rules of the Road,

¢ Ensuring a Culture of Compliance, and

+ Holding Bad Actors to Account and Deterrence through Enforcement.
Preventing harm to consumers, I believe, is the most effective, efficient way to carry out our
mission of ensuring consumer access to a fair, transparent and competitive market. To me,
prevention of harm comes through helping consumers gather financial know-how, fostering a

culture of industry compliance where consumers know their rights and industry knows their
responsibilities and limitations, and maintaining a back stop of enforcement.
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Empowering Consumers and Turning Financial Education into Action

As have said before, the Bureau cannot be everywhere, with everyone, at every transaction —
nor should it try to be. Therefore, empowering consumers to help themselves, protect their own
interests, and choose the financial products and services that best fit their needs is essential to
preventing consumer harm and building financial well-being.

During the previous year, the Bureau has put thought into action and made strides in consumer
education. The Bureau launched the Start Smali, Save Up initiative to encourage consumers to
build emergency savings and increase opportunities for more consumers to save; published

two Your Money, Your Goals booklets on strategies to increase savings and ways to build and
manage credit; launched the CFPB Savings Beot Camp, a multi-week email course that provides
the foundation consumers need to start saving; distributed more than 6 million financial
education publications and provided answers to common questions on money topics to more than
5.5 million web users of AskCFPB and other on-line educational tools; launched ready-to-use
classroom activities for middle and high school teachers; distributed more than

2 million educational materials to help consumers and caregivers make informed financial
decisions, and to better identify and prevent elder financial exploitation; provided over 200,000
financial education brochures to military consumers; educated more than 17,500 military
consumers on financial products and services; expanded the financial education

tool Misadventures in Money Management to active-duty servicemembers; and continued
scholarship and research on how financial education can contribute to financial well-being,

The Bureau also published a number of reports, including an annual report on the Bureau's tax
time savings initiative; four reports to share promising and prudent practices to help child
savings programs increase opportunities for more low-income and low-wealth families to save
for their children’s post-secondary education; a state-by-state report on financial well-being
using the data collected in a 2018 national survey by the FINRA Investor Education Foundation;
elder financial exploitation reports, such as Issues and Trends Based on Suspicious Activity
Reports (from financial mstitutions), an annual Private Education Loan Ombudsman report,
covering two years of data including approximately 20,600 complaints related to private or
federal student loans; and a report on mortgage issues specifically related to servicemembers and
veterans. The Bureau also published nearly 80 consumer facing blogs to help consumers gain
knowledge and better understand a wide spectrum of financial subjects, including mortgage
closing scams, debt collection (including tips for resolution), a list of specialty credit reporting
companies, and new protections for servicemembers.

In addition, the Bureau offered training to assist librarians at more than 2,700 libraries registered
1o receive information that can help make their libraries a “go-to” financial education resource in
the community. The Bureau facilitated the training of more than 4,000 frontline staff in social
services organizations working directly with lower-income consumers, providing information
and action steps in money management that can be shared with the people they serve through the
Your Money, Your Goals program. The Bureau also facilitated five convenings to establish and
enhance Elder Fraud Prevention and Response Networks supporting nearly 1.6 million older
Americans.
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Looking forward, the Bureau continues to refresh content and create new educational materials
for use by students and those who help them, including creating Paying for College: Your
financial path to graduation, a new web tool to help students evaluate financial aid offers, which
Iwill discuss in more detail later in my testimony.

In addition to our educational work, the Bureau also directly engages with consumers through
our consumer complaint program. During the period October 1, 2018, through September 30,
2019, the Bureau received approximately 342,500 consumer complaints.! This is approximately
a seven percent increase from the prior reporting period.> When consumers submit complaints,
the Bureau’s complaint form prompts them to select the consumer financial product or service
with which they have a problem as well as the type of problem they are having with that product
or service. The Bureau uses these consumer selections to group the financial products and
services about which consumers complain to the Bureau for public reports. Credit or consumer
reporting, debt collection, credit card, mortgage, and checking or savings accounts are the most-
complained-about consumer financial products and services.

Complaints, along with other inputs, give us insight into people’s experiences in the marketplace
that we analyze and use to improve our mission exeeution. The analysis helps us regulate
consumer financial products and services under existing Federal consumer financial laws,
enforce those laws judiciously, and educate and empower consumers to make informed financial
decisions. The Bureau also publishes complaint data and reports on complaint trends annually in
Consurmer Response’s Annual Report to Congress.®

Ensuring Clear Rules of the Road

Another tool for preventing consumer harm is rulemaking and guidance - articulating clear rules
of the road for those we regulate. Rules that promote competition, increase transparency, and
preserve fair markets for financial products and services. The Fall 2019 Semi-Annual Report
includes information on significant rules and orders adopted by the Bureau, as well as other
significant initiatives conducted by the Bureau, during the preceding vear. In addition, the Fall
2019 Semi-Annual Report includes a plan for rules, orders, and other initiatives we expect to
undertake during the upcoming period. Iwould like to highlight just a few of our activities in
this space.

! All data are current through September 30, 2019. This analysis excludes multiple complaints submitted by a given
consumer on the same issue and whistleblower tips. The Bureau does not verify all the facts alleged in complaints,
but takes steps to confirm a commercial relationship between the consumer and the company. For more
information on our complaint process refer to the Bureau’s website at
https://www.consumerfinance.gov/complaint/process.

* The prior reporting period, April 1, 2018, to March 31, 2019, reported 321,200 consumer complaints. See
Consumer Fin. Prot. Bureaw, Semi-Annual Report Spring 2019 (Oct, 2019), available at
https://files.consumerfinance. gov/f/documents/cfpb_semi-annual-report-to-congress_spring-2019.pdf.

* From October 1, 2018, to September 30, 2019, the Bureau published complaint snapshot reports about
servicemembers and mortgages, and the Office of Servicemember Affairs” Annual Report. The Bureau also
publishes the Consumer Response Annual Report, which provides a more detailed analysis of complaints, These
reports can be viewed at https:/www.consumerfinance.gov/data-research/research-reports.
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Proposed and Final Rules: Payday, Vehicle Title, and Certain High-Cost Installment Loans. In
February 2019, the Bureau released Notices of Proposed Rulemaking (NPRM) on the 2017
Payday, Vehicle Title, and Certain High-Cost Installment Loans Final Rule (2017 Final Rule) to
delay the compliance date and to rescind requirements that lenders make certain underwriting
determinations before issuing payday, single-payment vehicle title, and longer-term balloon
payment loans.* In June 2019, the Bureau released a final rule: Payday, Vehicle Title, and
Certain High-Cost Installment Loans; Delay of Complianee Date; Correcting Amendments,” to
delay the August 19, 2019 compliance date for the mandatory underwriting provisions of the
regulation promulgated by the 2017 Final Rule. Compliance with these provisions of the 2017
Final Rule is delayed by 15 months, to November 19, 2020. The comment period on the
reconsideration proposal closed on May 15, 2019. The Bureau is evaluating the comments,
weighing the evidence, and will make its decision on the remaining proposal in accordance with
applicable legal requirements, including the Administrative Procedure Act (APA).

Advance Notice of Proposed Rulemaking: Residential Property Assessed Clean Energy.6

Section 307 of the Economic Growth, Regulatory Relief, and Consumer Protection Act
(EGRRCPA) amends the Truth in Lending Act (TILA) to mandate that the Bureau prescribe
certain regulations relating to “Property Assessed Clean Energy” (PACE) financing, In March
2019, the Bureau issued an Advance Notice of Proposed Rulemaking (ANPR) on PACE
financing to facilitate the Bureaw’s rulemaking process. As defined in EGRRCPA Section 307,
PACE financing results in a tax assessment on a consumer’s real property and covers the costs of
home improvements. The required regulations must carry out the purposes of TILA’s ability-to-
repay (ATR) requirements, currently in place for residential mortgage loans, with respect to
PACE financing, and apply TILA’s general civil liability provision for violations of the ATR
requirements the Bureau will prescribe for PACE financing. The EGRRCPA directs that such
requirements account for the unique nature of PACE financing. The comment period on the
ANPR closed on May 7, 2019. As we continue policy development for the NPRM, the Bureau is
evaluating the ANPR comments, continuing to engage stakeholders, and collecting quantitative
data on the effect of PACE financing on consumers’ financial outcomes.

Reguest for Information: Remittances.” Tn April 2019, the Bureau issued a Request for
Information seeking input on two aspects of the Bureau’s Remittance Rule (Rule). First, the
Bureau asked for information to determine whether to propose changes to the impending
expiration this July of a temporary exception in the Electronic Fund Transfer Act (EFTA), which
permits insured depository institutions and credit unions to estimate the amount of currency that
will be received by the designated recipient of a remittance transfer under certain circumstances.

4 See https://www.consumerfinance. gov/policy-compliance/notice-opportunities-comment/archive-closed/payday-
vehicle-title-and-certain-high-cost-installment-loans/ and htps:/fwww.consumerfinance.gov/policy-
compliance/natice-opportunities-comment/archive-closed/payday-vehicle-title-and-certain-high-cost-instal Iment-
loans-delay-compliance-date/.

# See https:/www.consumerfinance.gov/policy-compliance/rulemaking/final-rules/payday-vehicle-title-and-
certain-high-cost-installment-loans-delay-compliance-date-correcting-amendments/.

8 See hitps://www.consumerfinance.gov/policy-compliance/rulemaking/rules-under-development/advance-notice-
proposed-rulemaking-residential-property-assessed-clean-energy-financing/.

7 See https://www.consumerfinance.gov/policy-compliance/notice-opportunities-comment/archive-closed/request-
room/cfpb-issues-request-information-remittance-rule/.
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Second, the Bureau asked for information on a safe harbor threshold in the Rule that helps to
determine whether a person is providing remittances in the normal course of its business,
Although outside of the reporting period, it is worth noting that in December 2019, the Bureau
issued a NPRM which, if finalized, would allow insured depository institutions and credit unions
to continue to provide estimates for certain fees and exchange rate information included on
disclosures under certain conditions.® In addition, the Bureau proposed to increase the safe
harbor threshold that helps to determine whether a company makes remittance transfers in the
normal course of its business and is subject to the Rule. If finalized, the increased safe harbor
threshold would reduce burden on additional providers that send a relatively small number of
remittances. The comment period on this NPRM closed on January 21, 2020. The Bureau is
evaluating the approximately 100 comments received and is weighing the evidence.

Proposed Rule: Debt Collection Practices (Regulation F).* In May 2019, the Bureau issued the
first NPRM to implement the requirements and prohibitions applicable to debt collectors under
the Fair Debt Collection Practices Act (FDCPA) since it was passed in 1977. The proposal is
intended to provide consumers with clear protections against harassment by debt collectors and
straightforward options to address or dispute debts. Among other things, the NPRM would set
clear, bright-line limits on the number of calls debt collectors may place to reach consumers on a
weekly basis; clarify how collectors may communicate lawfully using technologies, such as
voicemails, emails and text messages, that have developed since the FDCPA's passage in 1977,
and require collectors to provide additional information to consumers to help them identify debts
and respond to collection attempts. The comment period on this proposal closed on September
18, 2019. The Bureau is evaluating the comments, weighing the evidence, and will make its
decision in accordance with applicable legal requirements, including the APA.

Advance Notice of Proposed Rulemaking: Home Mortgage Disclosure Act (HMDA)."® In May
2019, the Bureau issued an ANPR seeking information to determine whether to propose changes
to the data points that the Bureau’s 2013 HMDA rule added to Regulation C or revised to require
additional information. Additionally, the Bureau solicited comments relating to the requirement
that institutions report certain business- or commercial-purpose transactions under Regulation C.
The ANPR sought information regarding the costs and benefits of these data points and reporting
requirements. The comment period on the ANPR closed on October 15, 2019. The Bureau is
evaluating the comments, weighing the evidence, and developing a NPRM.

Notice of Proposed Rulemaking: Home Mortgage Disclosure Act (HMDA). Tn May 2019, the
Bureau issued an NPRM proposing to amend Regulation C to increase the threshold for reporting
data about closed-end mortgage loans to either 50 or 100 closed-end mortgage loans. The
NPRM would also extend for two years the temporary threshold of 500 open-end lines of credit
for reporting data about open-end lines of credit and then set the threshold at 200 open-end lines
of credit on January 1, 2022. The NPRM would also incorporate into Regulation C the

¥ See htps:/iwww consumerfinance gov/policy-compliance/notice-opportunities-comment/archive-
closed/remittance-transfers-under-electronic-fund-transfer-act-regulation-e/.

9 See hitps://www.consumerfinance.gov/policy-compliance/notice-opportunities-comment/archive-closed/debt-
collection-practices-regulation-f/.

10 See hitps:/fwww.consumerfinance gov/policy-compliance/notice-opportunities-comment/archive-closed/home-
mortgage-disclosure-regulation-c-data-points-and-coverage-extension-comment-period/.
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interpretations and procedures from the interpretive and procedural rule that the Bureau issued
on August 31, 2018, and implement further Section 104(a) of the EGRRCPA. As noted below,
the Bureau finalized certain aspects of this NPRM in a final rule in October 2019 and indicated
that it anticipates issuing a separate final rule in 2020 addressing the NPRM’s proposed changes
to the permanent thresholds.

Advance Netice of Proposed Rulemaking: Ability-to-Repay and Qualified Morigages."! In July
2019, the Bureau issued an ANPR asking for information relating to the expiration of a provision
of the temporary Government-Sponsored Entities (GSE) provision of the Bureau’s Ability-to-
Repay and Qualified Mortgage Rule. Under that provision, mortgages which are eligible for
purchase or guarantee by one of the G8Es and which satisfy certain statutory criteria relating
primarily to features of the mortgage are generally deemed to be Qualified Mortgages (QMs).
This provision is scheduled to expire in January 2021 and the Bureau’s ANPR sought
information to determine whether to propose changes in the general definition of QM
considering that expiration. After reviewing comments submitted in response to the Bureau’s
ANPR, the Bureau has decided to propose an amendment to the Rule which would move away
from adopting a Debt-to-Income threshold for such loans and instead include an alternative, such
as a pricing threshold (i.e., the difference between the loan’s annual percentage rate and the
average prime offer rate for a comparable transaction). The Bureau also expects to propose to
extend the expiration of the GSE Patch for a short period until the effective date of the proposed
alternative or until one or more of the GSEs exits conservatorship, whichever comes first. To
this end, the Bureau is working diligently to issue, no later than May 2020, a NPRM secking
comment on these possible amendments.

Although also outside of the reporting period, the Bureau recently took several notable steps in
our ongoing rulemaking activity.

Final Rule: Home Mortgage Disclosure (Regulation C) — 2019 Final Rule."* In October 2019,
the Bureau issued a final rule amending Regulation C to adjust the threshold for reporting data
about open-end lines of credit by extending to January 1, 2022, the current temporary threshold
of 500 open-end lines of credit. The October 2019 final rule also incorporates into Regulation C
the mterpretations and procedures from the interpretive and procedural rule that the Bureau
issued on August 31, 2018, and implements further Section 104(a) of the EGRRCPA.

TILA-RESPA Integration Disclosure Rule (TRID) Assessment." Tn November 2019, the Bureau
issued a Request for Information seeking public input to inform the Bureau’s assessment of the
TRID Rule, including the effectiveness of the rule in meeting the purposes and objectives of title
X of the Dodd-Frank Act and the specific goals stated by the Bureau. The Bureau will conduct
industry surveys as part of the assessment. The assessment, which is being conducted pursuant
10 Section 1022(d) of the Dodd-Frank Act, will be completed in Fall 2020.

1! See hitps:/fwww.consumerfinance gov/policy-compliance/notice-opportunities-comment/archive-closed/qualified-
mortgage-definition-under-truth-lending-aet-regulation-z/.

12 See hitps:/www consumerfinance gov/policy-compliance/rulemaking/final-rules home-morigage-disclosure-
regulation-c-2019-final-rule/.

13 See hitps:/fwww.consumerfinance gov/policy-compliance/notice-opportunities-comment/archive-closed/request-
for-mformation-regarding-tila-respa-integrated-disclosures-rule-assessment/.
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Ensuring a Culture of Compliance

Another tool for the prevention of harm is the Bureau’s supervision authority, which can keep
violations of laws and regulations from happening in the first place. Supervision is the heart of
this agency — something underscored by the percentage of our personnel and resources dedicated
to conducting exams. [am focused on ensuring we use this tool as effectively and efficiently as
possible, and that we apply it in a consistent way. Heading trouble off at the pass may not grab
big headlines, but it will prevent a lot of headaches for consumers and industry.

During the period covered by the Fall 2019 Semi-Annual Report, the Bureau published two
issues of Supervisory Highlights: Winter 2019, covering supervisory findings in the areas of
automobile loan servicing, deposits, mortgage servicing, and remittances,™ and Swmmer 2019,
covering supervisory findings in the areas of automobile loan origination, credit card account
management, debt collection, furnishing, and mortgage origination." Although outside the
reporting period, the Bureau recently released a special edition of Supervisory Highlights
covering supervisory findings in the consumer reporting area.'® The Bureau has also issued
numerous supervisory guidance documents and bulletins as described in the Semi-Annual
Report.

In addition, the Bureau’s Fair Lending Supervision program assesses compliance with Federal
fair lending consumer financial laws and regulations at banks and nonbanks over which the
Bureau has supervisory authority. As a result of the Bureau’s efforts to fulfill its fair lending
mission in this reporting period, the Bureau’s Fair Lending Supervision program initiated 16
supervisory events at financial services institutions under the Bureau’s jurisdiction to determine
compliance with federal laws intended to ensure the fair, equitable, and nondiscriminatory access
to credit for both individuals and communities, including the Equal Credit Opportunity Act
(ECOA) and HMDA. In the current reporting period, the Bureau initiated 16 supervisory events,
which is six more than the 10 fair lending supervisory events initiated during the prior reporting
period. In the current reporting period, the Bureau issued more matters requiring attention
(MRASs) or memoranda of understanding (MOUs) than in the prior period. MRAs and MOUs
direct entities to take corrective actions and are monitored by the Bureau through follow-up
supervisory events.

Holding Bad Actors to Account and Deterrence through Enforcement

Education, rulemaking, and supervision alone won’t prevent every violation. A purposeful
enforcement regime can foster compliance, deter unlawful conduct, help prevent consumer harm,
and right wrongs. Public, decisive action against wrongdoers sends a clear message to the
marketplace — one that should deter unlawful behavior and support a level playing field — all
while reaching a just outcome for harmed consumers. However, I am also committed to
ensuring that we move as expeditiously as possible to resolve enforcement matters, whether
through public action or a determination that a particular investigation should be closed.

¥ Winter 2019, https:/files.consumerfinance.gov/f/documents/cfpb_supervisory-highlights_issue-18_032019.pdf.
15 Summer 2019, https://files.consumerfinance gov/f'documents/cfpb_supervisory-highlights_issue-19_092019.pdf.
16 Fall 2019, htps:/files.consumerfinance.gov/f/documents/cfpb_supervisory-highlights_issue-20_122019.pdf.
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During the period covered by the Fall 2019 Semi-Annual Report, the Bureau brought numerous
public enforcement actions for violations of Federal consumer financial law.

These activities included proceedings against a debt collection company and its owner for
violations of the Consumer Financial Protection Act (CFPA), Fair Credit Reporting Act (FCRA),
Regulation V, and Fair Debt Collection Practices Act (FDCPAY;" proceedings against a
foreclosure relief services company, its CEO, and its auditor, for engaging in deceptive and
abusive acts and practices and charging unlawful advance fees in connection with the marketing
and sale of financial advisory and mortgage assistance relief serviees to consumers; '* an action
against a debt-collection company for violating the FDCPA and CFPA; " an action against a
remittance transfer services provider for violating the Remittance Transfer Rule under EFTA and
the CEPA;™ two actions against brokers of high-interest credit offers for misrepresentations to
veterans and other consumers in violation of the CFPA;™ an action against a credit reporting
ageney for engaging in unfair and deceptive practices in connection with a data breach that
impacted approximately 147 million consumers;’ an action against a company set up to hold
and manage private student loans for providing substantial assistance to unfair acts and
practices;” an action against a mortgage lender for violating HMDA and Regulation C by
submitting mortgage-loan data for 2014 to 2017 that contained errors; ' an action against a
mortgage servicer for violating the CFPA, RESPA, and TILA;¥ proceedings against a debt
collection law firm for violating the FDCPA and CFPA; proceedings against a company for
violating the Telemarketing Sales Rule (TSR) by requesting and receiving payment of prohibited
upfront fees for their credit repair services and for violating the TSR and CFPA by making
deceptive representations or substantially assisting others in doing so;*’ an action against a
student loan servicing company for engaging in unfair practices in violation of the CFPA by
failing to adjust in a timely manner principal balances of student loans made under the Federal
Family Education Loan Program;® an action against a payday retail lender for violations of the

17 See hitps:/fwww.consumerfinance gov/about-us/ewsroom/bureau-files-suit-against-fair-collections-outsourcing-
and-michael-e-sobota/.

18 See hitps:/fwww consumer finance gov/about-usewsroom/clpb-files-suit-andrew-lehman-michael-carrigan-
praposed-settlement/,

1 See hitps:/fwww.consumerfinance gov/about-usmewsroom/bureau-settles-asset-recovery-associates/,

* See https:/fwwiw.consumerfinance gov/about-us/ewsroom/bureau-settles-maxitransfers-corporation.

* See hitps://www.consumerfinance gov/about-us/ewsroom/clpb-arkansas-state-ag-settle-brokers-high-interest-
credit-offers’,, https://www.consumerfinance gov/about-us/newsroom/consumer-financial-protection-bureau-
settles-broker-high-interest-credit-offers/.

%2 See hitps:/fwww.consumerfinance gov/about-usmewsroom/cfpb-fic-states-announce-settlement-with-equifax-
aver-2017-data-breach/.

3 See https:/fwww.consumerfinance gov/about-us/ewsroom/bureau-settles-student-cu-connect-cuso-over-itt-
private-loan-program/,

2 See hitps:/Awww.consumerfinance gov/about-us/mewsroom/bureau-settles-freedom-mortgage-corporation/,

 See htps:/fwww.consumerfinance gov/about-us/newsroom/bureau-settles-bsi-financial-services/

% See hitps:/www.consumerfinance gov/about-us/ewsroom/bureau-files-suit-against-forster-garbus-llp/.

7 See hitps://www.consumerfinance gov/about-us/newsroom/bureau-files-suit-against-lexington-law-pgx-hoklings-
and-related-entities/.

% See https:/fwww.consumerfinance gov/about-usewsroom/bureau-settles-conduent-education-services!.
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CFPA, the Gramm-Leach-Bliley Act and Regulation P, and TILA and Regulation Z;* an action
against an online lender for debiting consumers’ bank accounts without authorization and for
failing to honor loan extensions granted to consumers in violation of the CFPA;* a proceeding
against a retail company offering store eredit card accounts for violating the CFPA, TILA, and
Regulation Z;*" an action against a federally chartered savings association for violating the
CFPA, EFTA, and Regulation E;* an action against a federally chartered savings association for
violating the CFPA, FCRA, and Regulation V;* an action against a mortgage company for
misleading veterans regarding its Interest Rate Reduction Refinancing Loans—loans that allow
veterans to refinance their mortgages at lower interest rates with a loan guaranteed by the
Department of Veterans Affairs;* an action against a consumer financial services company for
engaging in deceptive acts and practices in violation of the CFPA;* an action against a small-
dollar lender for violating the CFPA by making deceptive statements, and by withholding funds
during check-cashing transactions to satisfy outstanding amounts on prior loans; and an action
against companies for violating the CFPA by unfairly delaying the transfer of payments that the
companies received on accounts that the companies had previously sold to third-party debt
buyers.¥

In addition to the actions taken above, the Bureau referred one matter to the U.S. Department of
Justice (DOJ) about diserimination pursuant to Section 706(g) of the ECOA. Like other federal
bank regulators, the Bureau is required to refer matters to the DOJ when it has reason to believe
that a creditor has engaged in a pattern or practice of lending discrimination.

During the reporting period, the Bureau continued to work on ongoing litigation, as well as
implementation and oversight of compliance with the pending public enforcement orders that
were entered by federal courts or issued by the Bureau’s Director in prior years.

The mission of the Bureau is to protect consumers, which, as I have discussed today, we carry
out through education, regulation, supervision, and enforcement. These tools are all provided in
the Dodd-Frank Act, and I am determined to use the Bureau’s capabilities to carry out our
mission. The Bureau is also tasked with the mission of facilitating innovation and access to

* See hitps://www.consumerfinance gov/about-us/ewsroom/consumer-financial-protection-bureau-settles-cash-
tyme/.

 See https://www.consumerfinance gov/about-us/ewsroom/consumer-financial-protection-bureau-reaches-
settlement-enova-international-ing!.

1 See hitps://www consumerfinance gov/about-us/newsroom/consumer-financial-protection-bureau-settles-claims-
against-sterling-jewelers-inc/.

2 See hitps:/www.consumerfinance gov/about-us/newsroom/consumer-financial-protection-bureau-settes-usaa-
federal-savings-bank/,

% See hitps:/fwww.consumerfinance gov/about-us/ewsroom/bureau-consumer-financial-protection-settles-state-
farm-bank/.

# See hitps://www.consumerfinance.gov/about-us/newsroom/bureau-consumer-financial-protection- files-complaint-
and-proposed-settlement-village-capital-investment-llc/.

% See https://www consumerfinance gov/about-us/newsroom/bureau-consumer-financial-protection-settles-
santander-consumer-usa-inc/.

% See https://www.consumerfinance. gov/about-us/newsroom/bureau-consumer-financial-protection-settles-cash-
express/.

%7 See https://www.consumerfinance.gov/about-us/newsroom/bureau-consumer-financial-protection-settles-
bluestem/.
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financial products and services for consumers. To achieve this portion of our mission to protect
consumers, the Bureau has been updating our innovation policies and engaging with a variety of
stakeholders, as well as collaborating with other federal, state, and global regulators on these
issues.

In September 2019, the Bureau issued three innovation policies on Trial Disclosure Programs,’®
No-Action Letters,*® and the Compliance Assistance Sandbox.* Qur hope is that these three
policies will improve how the Bureau exercises its authority to facilitate innovation and reduce
regulatory uncertainty. These efforts can contribute to an environment where innovation can
flourish, giving consumers more options and better choices.

Innovation provides an opportunity for us to reduce regulatory uncertainty by identifying and
addressing outdated, unnecessary, or unduly burdensome regulations that impede the
development of new financial products and services and drive increasing costs to consumers.
Innovation can benefit consumers by increasing competition and generating better and less
expensive products and services for consumers. New products and services can expand access,
especially to unbanked and underbanked households, giving more consumers access to the
benefits of the financial system. Innovations that reduce the cost of providing financial products
and services ean also reduce consumer prices, especially in a market where innovation supports
vigorous competition. Finally, innovation can vastly improve the functionality of existing
products and services, For example, the development of online and mobile banking means that
consumers can manage their financial lives any time of day from their own homes. The Bureau
cannot predict the particular innovations that will develop in the coming years, but by engaging,
we can help ensure that consumer protection includes having access to a vibrant, competitive
consumer financial market.

Bureau Initiatives
Finally, I would like to close today by highlighting a few of the Bureau’s most recent initiatives.
Taskforce on Federal Consumer Financial Law

In January, I announced the membership of the Bureau’s Taskforce on Federal Consumer
Financial Law."! The Taskforce will examine the existing legal and regulatory environment
facing consumers and financial services providers and report to me its recommendations for
ways to improve and strengthen consumer financial laws and regulations. The Taskforce will
produce new research and legal analysis of consumer financial laws in the United States,
focusing specifically on harmonizing, modemizing, and updating the Federal consumer financial
laws—and their implementing regulations—and identifying gaps in knowledge that should be

% See hitps://files.consumerfinance gov/f/documents/cfpb_final-poliey-to-encourage-tdp.pdf.

 See hitps://files.consumerfinance gov/f/documents/cfpb_final-policy-on-no-action-letters pdf.

 See hitps:/files.consumerfinance gov/f/documents/cfpb_final-policy-on-cas.pdf.

A See hitps:/fwww.consumerfinance gov/about-us/newsroom/cfpb-announces-membership-taskforce-federal-
consumer-financial-law/, and see https:fwww.consumerlinance gov/about-us/ewsroom/efpb-announces-
additional-member-to-taskforce/.
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addressed through research, ways to improve consumer understanding of markets and products,
and potential conflicts or inconsistencies in existing regulations and guidance.

Memoranda of Understanding (MOU) with the U.S. Department of Education (Department).

On February 3, 2020, the Bureau and the Department reestablished our MOU regarding
complaints that includes greater coordination to better serve student loan borrowers. Under the
newly signed MOU, the agencies will share complaint information from borrowers and meet
quarterly to discuss observations about the nature of complaints received, characteristics of
borrowers, and available information about resolution of complaints. The MOU also provides
for the sharing of complaint data analysis, recommendations, and analytical tools. In addition,
the Bureau and the Department have initiated the interagency process to reestablish the MOU
regarding oversight of compliance obligations. The agreement will be designed to coordinate
efforts to oversee regulated entities and protect consumers.

Abusiveness

In January, the Bureau published a Policy Statement with respect to the manner in which the
Bureau intends to apply the abusiveness prohibition of the Dodd-Frank Act in its supervisory and
enforcement work.*? This Policy Statement provides much needed guidance to the market with
respect to the Bureau’s approach to this novel provision of the Dodd-Frank Act.

Assessing Diversity at Regulated Entities

The Fall 2019 Semi-Annual Report also reports on the Bureau’s efforts to increase workforce
and contractor diversity, consistent with the procedures established by the Office of Minority and
Women Inclusion (OMWT). Iwant to take a moment to highlight one initiative in particular,
speatheaded by our OMWI, regarding the Bureau’s efforts to assess diversity at regulated
entities.

Pursuant to Section 342 (b)(2)(c) of the Dodd-Frank Act, the Bureau developed a process to
assess the diversity policies and practices of the entities the Bureau regulates. The Bureau, along
with other regulators, developed a voluntary diversity self-assessment form that aligns with the
Joint Standards for Assessing Diversity Practices of Regulated Entities. The intent of the self-
assessment is to allow the Bureau to gain an understanding of Diversity and Inclusion (D&I)
practices within the industry, We will share best practices across the industry to help financial
institutions improve their Dél practices. These financial institutions provide services to a broad
range of consumers with diverse financial norms and backgrounds. It is important that their
workforces are diverse so they can provide consumers with an equally diverse range of products
and services that are fair, transparent, and competitive.

The Bureau eonducted outreach to mortgage finance organizations for the past several years to
assess the diversity and inclusion practices of the entities the Bureau regulates and published the
findings from that outreach. The Bureau conducted a multi-pronged outreach strategy including

2 See hitps:/Awww.consumerfinance gov/about-us/newsroom/clpb-announces-policy-regarding-prohibition-abusive-
acts-practices/,
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direct entity contact, meetings with trade organizations, and joint outreach with other federal
regulators to engage entities to participate in the voluntary self-assessment process in the Fall
2019. The Bureau has developed an online data collection tool to collect and manage the
submitted assessment data and the tool is available on the Bureau’s website. In 2020, the Bureau
will continue to conduct direct outreach to entities and work with trade organizations to
encourage entities to assess their diversity and inclusion policies and practices and to submit
their assessments to the Bureau. A critical piece of this effort is assuring entities that their
information will be protected.

Paving for College: Your Financial Path to Graduation

One important consumer segment for the Bureau is students and parents who are seeking ways to
finance higher education. The Bureau would like to be a partner in helping postsecondary
institutions implement financial education on campus. Financial education can improve
students’ and families” financial well-being by providing resources on budgeting, repaying debt,
managing credit, and saving money. The Bureau stands ready to work with colleges,
universities, and vocational schools to help students improve their financial well-being,

In fact, the Bureau is currently developing our newest resource for students, a web-tool Paying
for College: Your financial path to graduation. Prospective students with financial aid offers
can use this tool to better understand the terms of their offers and then put together a financing
plan to cover the remaining cost of attendance. Once the student has drafted a plan, the tool can
project the student’s total debt and help the student estimate its affordability by comparing it to
the median salary of others who have attended that school. Students can use the tool on their
own, or colleges can work with the Bureau to make it part of their financial aid
communications. The Bureau will continue to seek feedback and partnership as we refine this
new tool.

Legisiative Reform

Last year, the Bureau requested that Congress provide us with clear legal authority to supervise
financial institutions for Military Lending Act compliance. As part of that request, the Bureau
transmitted proposed legislative language that would achieve this goal. stand ready to work
with members of this Committee to provide us with this authority to assist the Bureau’s ongoing
efforts to prevent harm to our servicemembers and their families. The Bureau continues to use its
education and enforcement tools in this space, but the authority to supervise would make these
efforts even more effective.

Conclusion

My testimony today does not attempt to cover all of the things the Bureau does to meet our
mission. The full Report, which is enclosed with my testimony, covers more than I can highlight
in the time I have today. While I have not discussed the work of every employee, I want to say
that every employee is valued and a critical part of our team. Let me commend the Bureau
employees who work tirelessly to achieve our mission. We stand together to use all of our tools
to go after bad actors that break the law, but also to prevent harm in the first place. We are
building a culture of compliance based on smart and clear rules of the road, built by smart and
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devoted staff of the Bureau in partnership with fellow regulators and furthered by institutions
that share our interest. And lest I forget, the work of this Committee helps all of us at CFPB
meet our mission. 1look forward to our continued work in the next year on behalf of American
consumers,

Thank you again for the opportunity to present this Semi-Annual Report of the Bureau’s work in
support of American consumers.






RESPONSES TO WRITTEN QUESTIONS OF SENATOR BROWN
FROM KATHLEEN L. KRANINGER

Debt collection

Q.1. The interaction between the debt collection notice of proposed
rulemaking (NPRM) and the supplemental time-barred disclosure
rule the CFPB recently released allows debt collectors to send re-
quired notices by electronic means. The NPRM does not require
compliance with the E-Sign Act or consumer consent to receive
communications from the debt collector before attempting elec-
tronic communications with consumers, making it even more likely
that many consumers may not even receive the disclosure.

Q.1.a. What is the CFPB’s plan to address?

A.l.a. The May 2019 notice of proposed rulemaking (May 2019
NPRM) described how a debt collector can provide three required
disclosures—the validation notice, the original-creditor disclosure,
and the validation-information disclosure—electronically. These
disclosures are subject to the E-SIGN Act. The NPRM proposes to
require compliance with the E-SIGN Act plus additional require-
ments. The NPRM also proposes an alternative under which the
Bureau would create an exception to the E-SIGN Act but impose
alternative consumer protections, including providing the consumer
notice and an opportunity to opt out of receiving hyperlinked deliv-
ery of these notices. The NPRM also proposes special consumer
protections where the validation notice is the collector’s initial com-
munication with the consumer. In all cases, under the proposed
rule, the debt collector would also be required to take other steps—
including, for example, monitoring for notices of undeliverability
and providing validation notices in a responsive format—to in-
crease the likelihood that consumers receive and access required
disclosures delivered electronically.

In response to the May 2019 NPRM, the Bureau received over
14,000 comments, a significant number of which addressed elec-
tronic delivery of required disclosures. The Bureau is analyzing
those comments as part of the process of taking final action on the
May 2019 NPRM.

Q.1.b. Will the CFPB amend the proposed rule to require consumer
consent before sending electronic communications?

A.1.b. In response to the May 2019 NPRM, the Bureau received
over 14,000 comments, a significant number of which addressed
electronic communications. The Bureau is analyzing those com-
ments as part of the process of taking final action on the May 2019
NPRM.

Q.2. The CFPB’s disclosure testing report shows that almost half
(45.76 percent) of people in the study are not willing to receive a
required notice by email (45.76 percent). Problems with hyperlinks
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are well established—they often contain viruses and interfere with
data security and privacy. To no surprise, the number of people
who are unwilling to click on any notices received through
hyperlinks are much higher in the CFPB’s disclosure testing—
70.12 percent are not at all willing to click on a link delivered in
an email, and 82.21 percent are not at all willing to click on a link
delivered by text message. Hyperlinks by text and email are ex-
pressly permitted, without any limits, in the current NPRM. Given
these results, will the CFPB amend the proposed rule to not allow
hyperlinks?

A.2. As noted in the previous response, a number of provisions in
the May 2019 NPRM address required disclosures delivered elec-
tronically. In response to the May 2019 NPRM, the Bureau re-
ceived over 14,000 comments, a significant number of which ad-
dressed electronic communications and, specifically, the use of
hyperlinks or text messages. The Bureau is analyzing those com-
ments as part of the process of determining the provisions the Bu-
reau may decide to include in a final rule. As noted, the Bureau
also completed testing subsequent to the release of the May 2019
NPRM and is considering the results of that testing as part of its
current work.

Q.3. The FTC filed comments on the CFPB’s proposed debt collec-
tion rule stating that the FTC and courts have said that “it is a
violation of the FDCPA for a debt collector . . . to file an action
in court to collect on a time-barred debt” and also that it is “like-
wise a clear violation of the FDCPA to threaten to file such an ac-
tion.” The debt collection proposals outlined by Director Cordray for
the small business review panel in 2016 would have codified these
clear rules. The CFPB has instead proposed to inject a state of
mind element that would bar lawsuits or threats only if the col-
lector “knows or should know” that the legal deadline has passed.
How does the CFPB square this proposal with the FTC’s position
that “requiring a showing that the debt collector knew or should
have known the debt was time-barred places unnecessary addi-
tional burdens on law enforcement agencies?”

A.3. The Bureau’s May 2019 NPRM proposed to prohibit a debt col-
lector from bringing or threatening to bring a legal action against
a consumer to collect a debt that the debt collector knows or should
know is a time-barred debt. In proposing the “know or should
know” standard, the Bureau noted that, in many cases, a debt col-
lector will know, or can readily determine, whether the statute of
limitations has expired. In some instances, however, a debt col-
lector may be genuinely uncertain even after undertaking a reason-
able investigation; this could occur, for example, when the case law
in a State is unclear as to which statute of limitations applies to
a particular type of debt. In response to the May 2019 NPRM, the
Bureau received over 14,000 comments, a significant number of
which addressed time-barred debt, including the proposed “know or
should know” standard. The Bureau is analyzing those comments
as part of the process of taking final action on the May 2019
NPRM.
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Q.4. Under what types of circumstances would the CFPB find that
a debt collector “should” have known that a debt was so old it could
not be pursued in court?

A.4. Please see the response to question 3.

Q.5. What is the justification for not requiring debt collectors to be
responsible for knowing if the legal deadline has passed before they
sue or threaten a lawsuit on an old debt? Why should courts have
to figure out the debt collector’s state of mind?

A.5. Please see the response to question 3.

Q.6. In 2016, when the CFPB first released its outline of proposals
for debt collection rulemaking, it discussed the serious problem of
collectors pursuing the wrong person or wrong amount, and identi-
fied “substantial deficiencies in the quality and quantity of infor-
mation collectors receive at placement or sale of the debt.” But the
current proposal, without providing any guidance on what docu-
mentation collectors must have, protects debt collection attorneys
who make false, deceptive or misleading representations in court
pleadings as long as they review unspecified “information.” Why
shouldn’t a debt collector be required to review original account
documents and admissible evidence, and otherwise be held respon-
sible for filing a lawsuit with false accusations?

A.6. Debt collection attorneys who make false, deceptive, or mis-
leading representations in debt collection court pleadings would, in
general, violate Federal laws (including the Fair Debt Collection
Practices Act (FDCPA)) or State laws or professional ethical stand-
ards for attorneys. The May 2019 NPRM addressed the specific po-
tentially deceptive claim that consumers may take away from an
attorney’s name on a court pleading that the attorney has been
meaningfully involved in the preparation of that pleading. To re-
duce uncertainty as to when an attorney has been meaningfully in-
volved in the preparation of such a pleading, the May 2019 NPRM
provides that an attorney has been meaningfully involved in the
preparation of debt collection litigation submissions if the attorney:
(1) drafts or reviews the pleading, written motion, or other paper;
and (2) personally reviews information supporting the submission
and determines, to the best of the attorney’s knowledge, informa-
tion, and belief, that, as applicable: the claims, defenses, and other
legal contentions are warranted by existing law; the factual conten-
tions have evidentiary support; and the denials of factual conten-
tions are warranted on the evidence or, if specifically so identified,
are reasonably based on belief or lack of information. The factors
in the May 2019 NPRM are similar to some of the nationally recog-
nized standards for attorneys making submissions in civil litiga-
tion.

In response to the May 2019 NPRM, the Bureau received over
14,000 comments, including a number of comments on the safe har-
bor for meaningful attorney involvement in debt collection litiga-
tion. The Bureau is analyzing those comments in deciding what
provisions to include in a final rule.

Q.7. The CFPB has proposed to allow debt collectors to deliver le-
gally required information about the debt and people’s rights
through hyperlinks in emails or texts sent to people who have not
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agreed to receive emails or texts from the debt collector. How does
the DFPB reconcile this proposals with CFPB, FCC, and FTC
warnings that consumers should not click on links from unknown
parties and encourage phishing scams that impersonate debt collec-
tors?

A.7. The Bureau is aware of concerns about consumers accessing
disclosures through hyperlinks; the May 2019 NPRM states that
“[flederal agencies have advised consumers against clicking on
hyperlinks provided by unfamiliar senders” and cites to two Fed-
eral Trade Commission (FTC) articles and a Federal Deposit Insur-
ance Corporation (FDIC) publication on this topic. Because of these
concerns, proposed § 1006.42(c)(2)(ii) and 1006.42(d) describe con-
sumer notice-and-opt-out processes meant to ensure that, before a
debt collector sends a required disclosure by hyperlink, the con-
sumer expects to receive it and does not object to such receipt. By
helping the consumer identify the sender in advance, a notice-and-
opt-out process may also reduce the risk that the consumer will
treat an email containing a hyperlink as spam. The Bureau re-
quested comment on the use of hyperlinks to deliver disclosures
and is reviewing those comments now. The Bureau will continue to
consider feedback and other information in reviewing the proposed
rule’s interventions as it moves forward toward a final rule.

Q.8. The CFPB surveyed a large number of consumers as part of
the recent supplemental debt collection rulemaking. Results of that
survey indicated that fewer than 15 percent of consumers are very
willing to receive information from a debt collector by email, not
even 6 percent are very willing to receive information by clicking
a link delivered in an email, and under 3 percent are very willing
to receive information by clicking a link delivered in a text mes-
sage. In light of these results, will the CFPB amend the NPRM to
prohibit debt collectors from using these methods to contact con-
sumers without their consent?

A.8. In response to the May 2019 NPRM, the Bureau received over
14,000 comments, a significant number of which addressed elec-
tronic communications and, specifically, the use of hyperlinks or
text messages. The Bureau is analyzing those comments in decid-
ing the provisions to include in a final rule. The Bureau also com-
pleted disclosure testing subsequent to the release of the May 2019
NPRM and is considering the results of that testing as part of its
current work.

Taskforce Qs

Q.9. In the Bureau’s February 19, 2020, letter, the Bureau indi-
cated that two members of the Taskforce on Federal Consumer
Law had received ethics waivers. Please provide the following infor-
mation:

Q.9.a. Identify the Taskforce members who received the waivers:
A.9.a. Pursuant to 18 U.S.C. § 208(d)(1), a copy of a determination
to grant an exemption under Section 208(b)(1) may be made avail-
able upon request pursuant to the procedures set forth in Section
105 of the Ethics in Government Act. Those procedures require a
requester to make attestations acknowledging the legal prohibi-
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tions on certain uses of the information, which can be done by com-
pleting OGE Form 201. See 5 CFR § 2634.603(c).
Q.9.b. Identify the Bureau employee who signed the waivers.

A.9.b. Pursuant to 18 U.S.C. § 208(b)(1), the waivers are issued by
the Government official responsible for appointing the employee to
his (or her) position. Both waivers were signed by the Bureau’s
Chief Human Capital Officer, Mr. Jeffrey Sumberg.

Restitution

Q.10. The Bureau has claimed that it obtained $777 million in re-
lief for consumers in FY 2019. Please identify the name of each
such action and, for each action, provide the following:

Q.10.a. The type(s) of consumer relief (e.g., restitution, damages);
A.10.a. See the table below.

Type of Civil Penalty
Name Reliel Rolief Suspended "l-un‘l
In the Matter of Financial Credit Service, Inc., d'b/a Asset 2 z
Recovery Associates (File No. 2019-BCFP-0009). $36878.81 | Restitution No None
Suspended

Bureau of Consumer Financial Protection v. Andrew Gamber, upan payment

Voyager Financial Group, LLC, BAIC, Inc., SoBell Corp 2,700,000 Redress of inter alia, | $2,700,000

(E.D. Ark. No. 4:19-cv-00565-BSM). $200,000in

redress

Bureau of Consumer Financial Protection v. Equifax, Inc. - Redress/ R

(N.D. Ga. No. 1:19-¢v-03300-TWT). $423.000000 | estitution e o

Bureau of Consumer Financial Protection v. Student CU L

Connect CUSO, LLC(S.D. Ind. No. 1:19-cv-02397-JR 5- $168,000,000 i i Mo None

orgiveness

DLP).

In the Matter of Servis One, Inc., d'b/a BSI Financial Services ; " -

File No. 2019-BCFP-0006) $36,500 Restitution No None
In the Matter of Mark Corbett (File No. 2019-BCFP-0002). 30 No 344,234,170
In the cog Matter of USAA Federal Savings Bank (File No. - . : '
2019-BCFP-0001). §12,299,043 | Restitution No None
Bureau of Consumer Financial Protection v. Village Capital n <
and Investment, LLC (D. Nev. No. 2:18-cv-02304). $268,369 Redress No None
Inthe Matter of Santander Consumer USA Inc. (File No. 2018- - e :
ECFP-0008). $9,293,826 | Restitution Na Mone

— TS Ty
g&;i‘;c) Matter of Cash Express, LLC (File No. 2013-CFFB $32.012.33 Redress No None
Consumer Financial Protection Bureau v. Freedom Debt o , e 5
Relief, LLC and Andrew Housser (N.D. Cal. No. 17-cv-6484), | S20:000.000 | Restitution No None
Consumer Financial Protection Bureau v. Vincent Howard, Suspended
upon payment,

Lawrence W. Williamson, Howard Law, P.C., The Williamson ? 4
5,25 206,2
Law Firm, LLC, and Williamson & Howard, LLP (CD. Cal, | S22236:275 | Redress inter alia, of | $35,206,275

No. 17-cv-0161) Sk
Suspended as
to one

Consumer Financial Protection Bureau v, Northern Resolution . defendant upon .
Group (W.D.N.Y. No. 16-cv-0880). $44,000,000 Redress payment (o None

plaintiffs, inter

alia, of $10,000
Consumer Financial Protection Bureau v. D and D Marketing,
Inc., d'bfa T3Leads, Grigor Demirchyan, and Marina
Demirchyan (C.D. Cal. No. 15-cv-9692), Consumer Financial 3
Protection Bureau v. Dmitry Fomichev (C.D. Cal. No. 16-cv- $1,000,000 Demsges Ne None
2724), and Consumer Financial Protection Bureau v. Davit
Gasparyan a'k/a David Gasparvan (C.D. Cal. No. 16-cv-2725).
Consumer Financial Protection Bureau v. ITT Educational Bquteble .
Services, Inc. (3.D. Ind. No. 14-cv-0292). $60,000,000 ’“‘:l"_’l‘.‘;" No None
Consumer Financial Protection Bureau v. Universal Debt upg:?u:tﬁt;:ia.
Payment Solution, LLC, et al. (N.I. Ga. No. 15-¢cv-0859) - . -
(settlement as to Sumant Khan and 5 Payment Processing & SI37I0 Redress m:::;r; af 855567
Solutions, LLC).

accounts

Q.10.b. For each type of consumer identified in (a), the amount of
consumer relief;

A.10.b. Please see the response to question 10.a.
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Q.10.c. Whether the entity provided the entire amount of the con-
sumer relief or whether any amount was suspended based on the
entity’s financial condition; and

A.10.c. Please see the response to question 10.a.

Q.10.d. Any relief provided to consumers through the Bureau’s civil
penalty funds.

A.10.d. The $777 million in relief does not include amounts distrib-
uted or allocated to consumers from the Civil Penalty Fund. In fis-
cal year (FY) 2019, $120 million was allocated to harmed con-
sumers in five cases. Also during FY 2019, the Bureau had seven
active and ongoing Civil Penalty Fund case distributions. Funds re-
lated to those cases were initially distributed in FY 2017 and FY
2018 and totaled approximately $350 million. During FY 2019, the
Bureau released funds in one new case totaling approximately $1
million.

Advisory Opinions

Q.11. On March 6, 2020, the CFPB announced an advisory opinion
program. The current guidance mechanism advises inquirers that
the interpretations offered by staff are not binding. Will the advi-
sory opinions under the new program also be nonbinding?

A.11. Advisory opinions under the new program will be interpretive
rules under the Administrative Procedure Act that respond to a
specific request for clarity on an interpretive question. The Bureau
summarized the manner in which interpretive rules can be binding
in its Request for Information Regarding Bureau Guidance and Im-
plementation Support, 83 Fed. Reg. 13959, 13960 (Apr. 8, 2018),
https:/ |www.federalregister.gov /d /2018-06674.

Q.12. When will procedures for the new advisory opinion program
be announced?

A.12. The announcement date for further program details is still
under internal consideration at this time. Full details of the pro-
gram will be announced at a later date, at which time the Bureau
will also notify the Committee and relevant Member offices.

Q.13. Will the public be given an opportunity for notice and com-
ment on advisory program procedures?

A.13. Program procedures are still under internal consideration at
this time. Full details of the program, including any requests for
public comment on program procedures, will be released at a later
date.

Q.14. How will the CFPB ensure that the advisory opinions comply
with APA standards, executive orders on guidance, and all existing
statutory interpretations?

A.14. In formulating advisory opinions, the Bureau will review
their compliance with any applicable law and their consistency
with existing statutory interpretations through its internal review
processes.

Q.15. How will the CFPB make sure that consumer interests are
adequately represented in issuing advisory opinions? Will the
CFPB consult with consumer advocates or other organizations be-



57

fore issuing advisory opinions or will it rely entirely on the re-
quester for information?

A.15. Program procedures are still under internal consideration at
this time. Full details of the program will be announced at a later
date.

Q.16. Which office at the CFPB will have responsibility for the ad-
visory opinion program?
A.16. Program procedures are still under internal consideration at

this time. Full details of the program will be announced at a later
date.

Q.17. Does the CFPB plan to include TILA in the advisory opinion
program? If so:
A.17. Program parameters are still under internal consideration at

this time. Full details of the program will be announced at a later
date.

Q.17.a. Will the CFPB update the introduction to the TILA Official
Interpretations which provides that the commentary is the vehicle
by which the CFPB issues official interpretations on TILA and that
no official interpretations are issued other than through the com-
mentary?

A.17.a. Please see the response to question 17.

Q.17.b. Will the CFPB afford an opportunity for notice and com-
ment on any proposed changes to that language?
A.17.b. Please see the response to question 17.

Q.17.c. How does the CFPB reconcile TILA Simplification process
with an advisory opinion program?

A.17.c. The Bureau does not see any conflict between an advisory
opinion program and the Truth in Lending Simplification and Re-
form Act of 1980, commonly referred to as TILA simplification.

Q.17.d. Does the CFPB believe that advisory opinions would afford
creditors the good faith reliance defense under Section 130(f) of
TILA?

A.17.d. Generally, if the Bureau were to issue an advisory opinion
under TILA, acts done or omitted in good faith in conformity with
it would qualify for the safe harbor from liability in Section 130(f)
of TILA.

Coronavirus

Q.18. When will the CFPB issue more detailed guidance to its reg-
ulated entities on forbearance and loss mitigation?

A.18. The Bureau, along with other regulators, released guidance!
publicly over the past few weeks to financial institutions, lenders,
and creditors encouraging them to work constructively with bor-
rowers and customers affected by COVID-19. In addition, the Bu-

1See https:/ /www.consumerfinance.gov [ about-us | newsroom | agencies-provide-additional-in-
formation-encourage-financial-institutions-work-borrowers-affected-covid-19/, https:/ /www.con-
sumerfinance.gov | about-us [ newsroom [ cfpb-provides-flexibility-during-covid-19-pandemic/, and
https:| |www.consumerfinance.gov | about-us | newsroom / federal-agencies-encourage-banks-sav-
ings-associations-credit-unions-to-offer-responsible-small-dollar-loans-consumers-small-busi-
nesses-affected-covid-19/.
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reau, along with other regulators, released guidance on forbearance
and loss mitigation.2

Q.19. Will the CFPB impose any affirmative obligations on its reg-
ulated entities to assist borrowers during and in the wake of the
crisis? If so, please explain. If not, why not?

A.19. The Bureau, along with other regulators, released guidance3
publicly over the past few weeks to financial institutions, lenders,
and creditors encouraging them to work constructively with bor-
rowers and customers affected by COVID-19. The Bureau is con-
sidering issuing more guidance to assist borrowers.

Q.20. What steps is the CFPB taking to minimize predatory lend-
ing during the pandemic?

A.20. The Bureau continues to employ its tools of education, regu-
lation (including guidance), supervision, and enforcement aggres-
sively to address the impacts of the pandemic on consumers in the
consumer finance marketplace. As U.S. consumers confront the
spread of the COVID-19 pandemic, many are struggling with its
economic impact. The virus, and the necessary actions to combat it,
have affected the U.S. economy, and therefore U.S. consumers, pro-
foundly. Using market monitoring, stakeholder engagement, law
enforcement partnerships, our complaint system, and our afore-
mentioned tools, we are seeking to prevent consumer harm and act-
ing on issues of concern as they arise, including any instances of
predatory lending. The Bureau does not comment on nonpublic su-
pervisory or enforcement matters.

Q.21. Is the CFPB taking any steps to assess the adequacy and ap-
propriateness of its loss mitigation rules under RESPA during the
pandemic? Has the CFPB, for example, evaluated whether the
timeframes for borrowers to submit documents are reasonable dur-
ing a pandemic?

A.21. The Bureau has received questions about the loss mitigation
provisions and has taken steps already to provide guidance on
these issues.

On March 9, 2020, the Bureau, with its interagency partners,
issued a press release encouraging financial institutions to work
constructively with borrowers and other customers affected by
COVID-19. The Bureau has existing regulatory flexibilities on our
mortgage servicing rules that should make it easier for mortgage
servicers to quickly offer short-term help (such as forbearance) to
homeowners who may start to have trouble making their mortgage
payments.* We know consumers’ first stop in the face of hardship
is with their creditors and their financial institutions, so our mes-
sage was important for regulated entities to hear. We also know

2See https:/ |www.consumerfinance.gov [ about-us [ newsroom / federal-agencies-encourage-mort-
gage-servicers-work-struggling-homeowners-affected-covid-19 /.

3See https:/ /www.consumerfinance.gov | about-us / newsroom | agencies-provide-additional-infor
-mation-encourage-financial-institutions-work-borrowers-affected-covid-19/, hitps:/ | www.consu-
merfinance.gov [ about-us | newsroom / cfpb-provides-flexibility-during-covid-19-pandemic/,
https:/ |www.consumerfinance.gov / about-us [ newsroom | federal-agencies-encourage-banks-sav-
ings-associations-credit-unions-to-offer-responsible-small-dollar-loans-consumers-small-busi-
nesses-affected-covid-19/, and hitps:/ |www.consumerfinance.gov | about-us [ newsroom / federal-
agencies-encourage-mortgage-servicers-work-struggling-homeowners-affected-covid-19 /

4See hitps:/ /files.consumerfinance.gov/f/documents/bcfp _statement-on-supervisory-practices
_disaster-emergency.pdf.
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many financial institutions want to help customers navigate this
situation. We will continue to work with our Federal and State
partners, and seek feedback from stakeholders, to ensure we are
providing appropriate flexibilities to benefit consumers during this
time.

On March 18, 2020, I issued a statement after the U.S. Depart-
ment of Housing and Urban Development (HUD) and the Federal
Housing Finance Agency (FHFA) announced a moratorium on fore-
closures and evictions.? In the statement, I noted that actions
taken by HUD and FHFA are timely and an important step in pro-
viding assurance to consumers.

On March 22, 2020, the Bureau, the Federal financial institution
regulatory agencies, and the State banking regulators issued an
interagency statement encouraging financial institutions to work
constructively with borrowers affected by COVID-19 and providing
additional information regarding loan modifications.®

Finally, on April 3, 2020, the Bureau, the Federal financial insti-
tution regulatory agencies and the State financial regulators issued
a joint policy statement providing needed regulatory flexibility to
enable mortgage servicers to work with struggling consumers af-
fected by the COVID-19 emergency.”

The Bureau is continuing to monitor the impact of COVID-19
and will issue additional information and guidance, as warranted.
Regularly checking our website: www.consumerfinance.gov / corona-
virus will ensure that you have the most recent information that
the Bureau has posted.

Q.22. How is the CFPB planning to conduct examinations given
limitations on examiners being able to go onsite to examined insti-
tutions?

A.22. Despite the unprecedented nationwide disruptions being
caused by COVID-19, the Bureau is continuing to perform exami-
nations and other supervisory work, but we are doing that impor-
tant work remotely for the time being. Our examiners are con-
ducting supervisory activities from their home-duty stations by
leveraging technology and adjusting work as necessary. We also re-
main in close contact with our sister Federal and State regulatory
agencies as we continue to ensure consumers are protected, coordi-
nating across regulatory jurisdictions.

Q.23. What are the CFPB’s plans to examine financial institutions
if the Coronavirus pandemic restricts examiners for going onsite for
more than 2 months, 6 months, 12 months?

A.23. While we have adjusted our work in the short term to accom-
modate offsite examinations, we are planning for multiple contin-
gencies in the event that health and safety concerns dictate that
we continue to conduct examination work from alternate locations
for a longer term. We will continue to be in close contact with other
Federal and State regulatory agencies, as well as with our super-

5See https:| |www.consumerfinance.gov [ about-us / newsroom / cfpb-director-kraninger-state-
ment-joint-hud-fhfa-announcement-foreclosure-and-eviction-moratorium /.

6See  https:/ /www.consumerfinance.gov [ about-us [ newsroom | agencies-provide-additional-in-
formation-encourage-financial-institutions-work-borrowers-affected-covid-19 /.

7See htitps:/ /www.consumerfinance.gov | about-us | newsroom / federal-agencies-encourage-mort
gage-servicers-work-struggling-homeowners-affected-covid-19 /.
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vised entities, to ensure that we continue to protect consumers
through our supervisory work while working to ensure the health
and safety of our remote examination staff and employees of our
supervised institutions. As we conduct our supervisory work, we
will consider the circumstances that supervised entities are facing
and will be sensitive to ensuring those entities focus good-faith ef-
forts to assist consumers, particularly those in need during the
pandemic.

Chanin

On March 3, 2020, the Bureau announced that Director
Kraninger had selected Leonard Chanin to serve as Acting Deputy
Director. Mr. Chanin will serve part time in this position while he
remains Deputy to FDIC Director McWilliams. Prior to joining the
FDIC in March 2019, Mr. Chanin was the Deputy General Counsel
and Senior Vice President at Fifth Third Bank since March 2017.

The Bureau filed suit against Fifth Third Bank on March 9,
2020, alleging that it had opened unauthorized bank and credit
card accounts for consumers from 2008 through “at least 2016.”
The lawsuit does not foreclose that the alleged illegal activity oc-
curred in 2017.

As Deputy General Counsel and Senior Vice President at Fifth
Third Bank beginning in March 2017, Mr. Chanin either worked at
the bank while it was still engaged in alleged illegal activity or
would have known about the prior alleged illegal activity and par-
ticipated in defending Fifth Third Bank from the Bureau’s inves-
tigation.

Q.24. Did the Bureau provide a waiver of Federal ethics law to Mr.
Chanin. If so, please state whether the waivers are under:

18 U.S.C. § 280(b)(1);

18 U.S.C. § 208(b)(3);

Executive Order 13770;

An authorization under 5 C.F.R. § 2635.502(d); or

Other.

A.24. No. The Bureau has not issued any waivers of Federal ethics
law to Mr. Chanin. Currently, Mr. Chanin is recusing himself from

participating in particular matters involving specific parties in
which Fifth Third Bank is a party at the Bureau.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR REED
FROM KATHLEEN L. KRANINGER

The Memorandum of Understanding (MOU) the Consumer Fi-
nancial Protection Bureau (CFPB) recently signed with the Depart-
ment of Education regarding student loan borrower complaints in-
cludes the following provision:

For complaints regarding private loans with Federal consumer fi-
nancial law issues, the Bureau is responsible for attempting to re-
solve informally such complaints, in accordance with 12 U.S.C. §
S535(c)(1), and as appropriate, will discuss issues with ED regard-
ing products offered by, or on the premises of, Institutions of High-
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er Education or other issues that may impact Federal programs
overseen by ED.

Q.1.a. Will CFPB be working with the Department of Education to
review and analyze the Tier 1 and Tier 2 financial agreements be-
tween institutions of higher education and financial service pro-
viders and identify those having higher than average fees, such as
the previous finding for Wells Fargo, for violating the requirement
that they be “not inconsistent with the best financial interests of
students”?

A.l.a. The complaints MOU provides a mechanism for the Bureau
and the Department of Education to discuss and collaborate on a
variety of issues related to complaints, and the attempted resolu-
tion of complaints, within their respective roles and responsibil-
ities. The MOU contemplates discussion and collaboration regard-
ing products offered on college campuses which includes those
products offered under Tier 1 and Tier 2 agreements.

Tier 1 agreements are between colleges and a third-party
servicer under which the servicer performs one or more of the func-
tions associated with processing direct payments of Title IV funds
on behalf of the college, and offers one or more financial accounts
under the arrangement, or where the college or third-party servicer
directly communicates information about the account to students.
Tier 2 agreements are 1) between a college and a vendor that offers
financial accounts through a financial institution and 2) under
gvhich financial accounts are offered and marketed directly to stu-

ents.

The Credit Card Accountability Responsibility and Disclosure Act
(CARD Act) mandates annual reporting on college credit card
agreements. The Bureau’s reports have complied with the require-
ments of the CARD Act regarding reporting on college credit card
agreements and will continue to do so. Additionally, the Bureau is
committed to vigorously monitoring financial markets which impact
students. Whenever the Bureau’s market monitoring efforts un-
cover harm or risk of harm, the Bureau employs its most effective
tool or tools, including education, regulation, supervision, and en-
forcement, to mitigate or remediate those harms and risks.

Q.1.b. Will CFPB make such analysis available to the public?

A.1.b. In meeting its mission, the Bureau is committed to trans-
parency and public discourse. In the abstract, it is challenging to
commit to making analysis available. However, through mecha-
nisms such as the CARD Act reporting referenced in the response
to question 1.a., the Private Education Loan Ombudsman’s annual
report, our research efforts, our Supervisory Highlights, and my
testimony, the Bureau provides extensive information to the public
and will continue to do so.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR TOOMEY
FROM KATHLEEN L. KRANINGER

Q.1. Director Kranginger, I appreciate that the CFPB signed a
joint statement on the coronavirus with other banking regulators
that promised to “provide appropriate regulatory assistance to af-
fected institutions subject to their supervision.” The statement also



62

noted that “[plrudent efforts [to help borrowers impacted by the
coronavirus] that are consistent with safe and sound lending prac-
tices should not be subject to examiner criticism.” How does the
CFPB intend to implement this regulatory and supervisory flexi-
bility? Does the CFPB intend to provide any more concrete details
about these flexibilities to regulated entitites?

A.1. The Bureau, along with other regulators, released guidance!
publicly over the past few weeks to financial institutions, lenders,
and creditors encouraging them to work constructively with bor-
rowers and customers affected by COVID-19. This guidance em-
phasizes that prudent efforts to modify the terms on existing loans
for affected customers will not be subject to examiner criticism. For
example, when appropriate, a financial institution may restructure
a borrower’s debt obligations due to temporary hardships resulting
from COVID-19 related issues. Such cooperative efforts can ease
cash-flow pressures on affected borrowers, improve their capacity to
service debt, and facilitate the financial institution’s ability to col-
lect on its loans. The Bureau’s guidance also provides temporary
and targeted flexibility for financial institutions to apply their re-
sources to consumers’ most urgent needs by deferring less urgent
regulatory obligations. The Bureau continues to consider what
guidance it can issue to regulated entities that will help consumers
through this time and has issued guidance on myriad topics, in-
cluding compliance with the assistance provided under the CARES
Act.

The Bureau has also provided flexibility with respect to certain
reporting requirements, comment submissions, and data collec-
tions, preferring that institutions focus their resources on accom-
modating consumers in need. Specifically, the Bureau extended the
comment period on its Supplemental Notice of Proposed Rule-
making implementing the FDCPA to June 5, 2020. The Bureau
also announced on March 26, 2020, that:

a. Until further notice the Bureau does not intend to cite in an
examination or initiate an enforcement action against any in-
stitution for failure to report its HMDA data quarterly;

b. Until further notice the Bureau does not intend to cite in an
examination or initiate an enforcement action against any en-
tity for failure to submit to the Bureau certain information re-
lating to credit card and prepaid accounts; and

c. The Bureau will work with affected financial institutions in
scheduling examinations and other supervisory activities to
minimize disruption and burden.

Furthermore, the Bureau continues to work closely with other fi-
nancial regulators and has issued additional joint statements with
them, including the Joint Statement Encouraging Responsible
Small-Dollar Lending in Response to COVID-19 on March 26,

1See https:/ /www.consumerfinance.gov [ about-us [ newsroom [ agencies-provide-additional-in-
formation-encourage-financial-institutions-work-borrowers-affected-covid-19/, https:/ /www.con-
sumerfinance.gov [ about-us [ newsroom / cfpb-provides-flexibility-during-covid-19-pandemic/,
https:| |www.consumerfinance.gov [ about-us | newsroom / federal-agencies-encourage-banks-sav-
ings-associations-credit-unions-to-offer-responsible-small-dollar-loans-consumers-small-busi-
nesses-affected-covid-19/ and hitps:/ |www.consumerfinance.gov | about-us [ newsroom / federal-
agencies-encourage-mortgage-servicers-work-struggling-homeowners-affected-covid-19/.
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2020.2 The Bureau anticipates making additional statements and
taking further action as appropriate in the coming days and weeks.

The Bureau also provided concrete details about regulatory and
supervisory flexibility in its September 2018 Statement on Super-
visory Practices Regarding Financial Institutions and Consumers
Affected by a Major Disaster or Emergency.3 In that statement, the
Bureau noted a few examples from Regulation B, Regulation X,
and Regulation Z where supervised entities can make use of exist-
ing regulatory flexibility where doing so will benefit consumers af-
fected by a major emergency. For example, the Bureau noted regu-
latory flexibility in Regulation X that permits servicers to offer re-
lief to borrowers affected by a major disaster or emergency without
first having to collect a complete loss mitigation application. The
Bureau also noted in that statement that “when conducting exami-
nations and other supervisory activities, the Bureau will consider
the circumstances that supervised entities may face following a
major disaster or emergency and will be sensitive to good-faith ef-
forts to assist consumers.” The Bureau’s 2018 statement remains
applicable to the current pandemic.

At the same time, the Bureau has focused its efforts on being a
resource to consumers with accurate, timely information regarding
their rights and expectations in the consumer financial market-
place during this challenging time. We have made resources avail-
able in multiple formats and languages, including emphasizing the
continued availability of the complaint database for consumers who
encounter issues. The Bureau also continues to employ its super-
vision and enforcement tools to enforce compliance.

Q.2. Director Kraninger, I'd like to continue our discussion about
the definition of abusive practices under Section 1031 of Dodd-
Frank, which we discussed when you were in front of this Com-
mittee last October. I appreciate your leadership in directing the
CFPB to release clarifying guidance on the definition of “abusive”
under Section 1031. This guidance does not and should not impose
a legally binding requirement on the public.

Q.2.a. Does the CFPB intend for the guidance to be a standard for
all new lawsuits filed after the guidance’s January 24, 2020,
issuance?

A.2.a. The Policy Statement describes certain aspects of how the
Bureau intends to approach its use of the abusiveness standard in
its supervision and enforcement matters going forward. In issuing
this Policy Statement, however, the Bureau does not foreclose the
possibility of engaging in a future rulemaking to further define the
abusiveness standard.

Q.2.b. Last month you told the House Financial Services Com-
mittee that the CFPB would not amend any court filings where the
CFPB is prosecuting under Section 1031’s abusive practices prong,
despite this new guidance. I'm confused by this because it seems
to contradict footnote 21 of the new guidance, which clarifies that

2 hitps: | www.consumerfinance.gov | about-us | newsroom [ federal-agencies-encourage-banks-
savings-associations-credit-unions-to-offer-responsible-small-dollar-loans-consumers-small-busi-
nesses-affected-covid-19/.

3 hitps:/ | files.consumerfinance.gov / f/documents | befp  statement-on-supervisory-practices
_disaster-emergency.pdf.
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the CFPB may re-evaluate currently pending cases in light of this
guidance and that the CFPB generally intends to “take this Policy
Statement into account when seeking monetary relief in pending
cases asserting abusiveness claims.” How can the CFPB prosecute
case?s that do not conform to the CFPB’s current definition of abu-
sive?

A.2.b. The Bureau does not intend to amend any Bureau filings
that pre-dated the Policy Statement based on the Policy Statement.
In general, however, the Bureau intends to take this Policy State-
ment into account when seeking monetary relief—specifically civil
money penalties and disgorgement—in pending cases asserting
abusiveness claims. This is consistent with the approach set forth
in the Policy Statement.

Q.2.c. Regarding enforcement actions, you said in an April 2019
speech that you were reviewing the CFPB’s enforcement process to
reduce rulemaking by enforcement and ensure a more fair and ef-
fective process. Have you completed this review and particularly re-
evaluated pending enforcement cases given that review?

A.2.c. The decision to bring an enforcement action or to settle an
enforcement action is one I make as the Director of the Bureau. I
take this responsibility seriously and have thoroughly reviewed the
recommendations brought to me. Given relatively new leadership
within the Supervision, Enforcement and Fair Lending Division
and the Office of Enforcement, we continue to refine our processes
to ensure we are moving expeditiously to bring bad actors to justice
and applying the appropriate tool choice to address a market issue
we identify—whether that is education, regulation, supervision, or
enforcement. To your point, because rules are general standards,
they are not best articulated on a case-by-case basis through en-
forcement actions. To the extent the Bureau engaged in that prac-
tice in the past, that does not occur today.

Q.3. I have long advocated for the regulatory agencies to use guid-
ance documents properly. I led the effort to invalidate the CFPB’s
Indirect Auto Lending Guidance using the Congressional Review
Act. This effort was necessitated because the CFPB violated re-
quirements under this Act when it issued its guidance. More broad-
ly, agencies should never sidestep the APA’s notice and comment
rulemaking process by issuing guidance that imposes legally bind-
ing requirements on the public. Unfortunately, Director Cordray
seemed to be inclined to follow this approach. The CFPB still has
many guidance documents from Director Cordray’s tenure in effect,
including those that cover credit cards, debt collection practices,
and compliance under the Real Estate Settlement Practices Act.
Has the CFPB reviewed all of this previously issued guidance to
ensure that they do not impose any legally binding obligations to
the public and are consistent with your philosophy on consumer fi-
nancial protection? If so, what was the result of that review? If not,
does the CFPB plan to do so?

A.3. Unlike a law or regulation, a guidance document does not
have the force and effect of law and the Bureau agrees that guid-
ance should not impose legally binding requirements on the public.
The Bureau has reviewed and will continue to review its guidance
documents to ensure that the documents do not purport to impose
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legally binding requirements on the public. Through a recently
issued Policy Statement on Compliance Aids, the Bureau has tried
to publicly clarify its approach to certain guidance documents, in-
cluding through explaining the legal status and role of such docu-
ments. The Bureau is currently considering a number of issues re-
lated to its guidance documents, including the review of past guid-
ance to determine, among other things, which documents might fall
under the Bureau’s new Compliance Aids policy.

Q4. Director Kraninger, my understanding is that the CFPB in-
tends to issue a rulemaking to implement Section 1071 of Dodd-
Frank, which generally requires financial institutions to collect and
compile demographic data and other information on small business
lending.

I'm very concerned about this requirement. The CFPB should be
a consumer bureau, not a business bureau, and this requirement
could prove to be unwieldy for small financial institutions.

Q.4.a. At your confirmation hearing, you promised me that you
would explore invoking your authority under Section 1071 of Dodd-
Frank to exempt certain financial institutions from this require-
ment. Is the CFPB seriously exploring invoking this authority in
the rulemaking? For example, while I am skeptical of arbitrary
asset thresholds, exempting all small financial institutions with
less than $1 billion in assets from this requirement would help 85
percent of banks and thrifts. The exemption would, however, only
impact 10 percent of the number of small business loans.

A.a. As part of its rulemaking process, the Bureau is exploring
potential ways to implement section 1071 in a balanced manner
with a goal of obtaining and publishing small business lending data
that achieves the statutory objectives without unnecessarily affect-
ing the cost or availability of credit to small businesses and while
minimizing burden and unintended consequences on financial insti-
tutions and small businesses.

Section 1071 authorizes the Bureau to adopt exceptions to any
requirement in 1071, and to “conditionally or unconditionally [ . . .
] exempt any financial institution or class of financial institutions
from the requirements” of 1071, as the Bureau deems “necessary
or appropriate to carry out the purposes of this section.” The Bu-
reau continues to explore what it should consider in making this
determination. For example, one of the topics the Bureau explored
in the symposium it held in November 2019 regarding section 1071
is whether exempting certain financial institutions, such as smaller
lenders, would further or diminish the statutory purposes of 1071.

The Bureau’s November 2019 symposium also explored how to ef-
ficiently collect appropriate data without imposing unnecessary or
undue costs that could limit access to credit from existing market
participants or discourage new entrants into the market for small
business credit.

The next step in the Bureau’s rulemaking process will be the re-
lease of materials in advance of convening a panel under the Small
Business Regulatory Enforcement Fairness Act, in conjunction with
the Office of Management and Budget and the Small Business Ad-
ministration’s Chief Counsel for Advocacy. These materials will de-
scribe how the Bureau is considering implementing section 1071,
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discuss other alternatives the Bureau has considered, and identify
the potential impact that the proposals under consideration might
have on small entities. The information and feedback obtained dur-
ing the Small Business Regulatory Enforcement Fairness Act proc-
ess will help inform the Bureau’s policymaking leading to a notice
of proposed rulemaking.

Q.4.b. Section 1071 permits but does not require the CFPB to col-
lect “any additional data the Bureau deems appropriate,” beyond
the statutorily required data points. Given that collecting addi-
tional data could be costly for small financial institutions and could
introduce new privacy concerns, can you promise to me that the
CFPB will not use this authority to require the collection of any ad-
ditional data points?

A.4.b. The Bureau is not prejudging the outcome of its rulemaking.
As part of its rulemaking process, the Bureau is exploring potential
ways to implement section 1071 in a balanced manner with a goal
of obtaining and publishing small business lending data that
achieves the statutory objectives without unnecessarily affecting
the cost or availability of credit to small businesses and while mini-
mizing burden and unintended consequences on financial institu-
tions and small businesses.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR TILLIS
FROM KATHLEEN L. KRANINGER

Q.1. In 2015, under Director Cordray’s leadership, the Bureau
issued guidance (Compliance Bulletin 2015-05) related to mar-
keting service agreements (MSAs). MSAs are currently subject to
statutory restrictions already in place under the Real Estate Settle-
ments Procedures Act (RESPA) and additional regulatory restric-
tions under Regulation X. The Bureau’s 2015 MSA guidance pre-
sented a new interpretation of RESPA to caution against MSAs al-
together. Under Director Cordray, the Bureau then brought en-
forcement actions utilizing this new guidance. In 2018, the U.S.
Court of Appeals for the D.C. Circuit unanimously overturned
then-Director Cordray’s new interpretation of RESPA. In PHH
Corp. v. CFPB, the DC Circuit ruled that the Bureau’s new inter-
pretation “is a facially nonsensical reading of Regulation X.”

Q.1.a. Director Kraninger, how does the Bureau intend to move
forward with the MSA guidance?

A.l.a. In its 2015-05 Compliance Bulletin, the Bureau noted that
it appeared, based on the Bureau’s investigative efforts, that many
mortgage service agreements (MSAs) “are designed to evade
RESPA’s prohibition on the payment and acceptance of kickbacks
and referral fees.” The Bureau is open to hearing concerns about
the Bulletin and will consider whether any action should be taken
to better clarify existing RESPA obligations.

Q.1.b. Is the Bureau using the guidance in any supervisory or en-
forcement programs at present time?

A.1.b. The Bureau considers the guidance in a manner consistent
with the Policy Statement on Supervisory Guidance issued in 2018.



67

Q.2. Third-party litigation financing (TPLF) is private investment
in civil litigation in exchange for a portion of a settlement or judg-
ment or some agreed value above the amount loaned to a claimant.
Despite growth in recent years, this industry has largely operated
in the shadows as Federal and State officials have largely declined
to regulate or investigate TPLF.

Q.2.a. Is the Bureau currently working to identify and investigate
other investors and law firms that may be exploiting vulnerable
consumers through litigation financing?

A.2.a. The Bureau cannot comment on any specific matter because
the Bureau does not comment publicly on confidential enforcement
investigations or litigation. The Bureau’s purpose is to ensure all
consumers have access to markets for consumer financial products
and services and that such markets are fair, transparent, and com-
petitive.

Q.3. The Bureau has explored changes to the collecting and report-
ing of data pursuant to the Home Mortgage Disclosure Act (HMDA)
Rule—including amendments to the reporting thresholds and de-
creasing the total HMDA data set.

How is the Bureau ensuring this relief for small financial institu-
tions reaches those entities?

A.3. The Bureau’s recent final rule that permanently increases the
thresholds for collecting and reporting data on closed-end mortgage
loans and open-end lines of credit, respectively, will relieve a large
number of smaller financial institutions of their obligations under
HMDA. The Bureau issued an Advance Notice of Proposed Rule-
making in May 2019 seeking information on data collection and
reporting requirements to ensure that the data requirements estab-
lished in the 2015 HMDA Rule appropriately balance the benefits
and burdens associated with data reporting. The Bureau is care-
fully considering the public’s input as it determines whether to
formulate a proposed rule relating to changing any of the data col-
lection and reporting requirements. This consideration will also
take into account the relief from collecting most of the new data
points that some institutions received through the Economic
Growth, Regulatory Relief, and Consumer Protection Act
(EGRRCPA). The Bureau intends to release a proposed rule late
this summer to follow up on the May 2019 Advanced Notice of Pro-
posed Rulemaking related to certain data points that are reported
under the 2015 HMDA Rule and coverage of certain business- or
commercial-purpose loans.

Q.4. The Bureau’s debt collection proposal would create the first
substantive rule implementing the FDCPA in the law’s 40-plus
years in existence.

Q.4.a. Is the Bureau aware of the impact the rule may have on col-
lectors?

Ad.a. As part of the May 2019 NPRM, the Bureau considered the
proposal’s potential benefits, costs, and impacts. The proposal
would further the FDCPA’s goals of eliminating abusive debt collec-
tion practices and ensuring that debt collectors who refrain from
such practices are not competitively disadvantaged. The proposed
rule would also benefit both consumers and debt collectors by in-
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creasing clarity and certainty about what the FDCPA prohibits and
requires. As noted in the preamble, to better understand potential
effects of the proposed rule on industry, the Bureau engaged in sig-
nificant outreach to industry, including a survey of debt collection
operations (https:/ /www.consumerfinance.gov /documents/755/20
160727 cfpb Third Party Debt Collection Operations
Study.pdf). In July 2016, the Bureau consulted with small entities
as part of the Small Business Enforcement and Regulatory Fair-
ness Act process and obtained important information on the poten-
tial impacts of proposals that the Bureau was considering at the
time, many of which are included in the proposed rule.

As discussed in the preamble, the proposed rule would affect
many aspects of debt collector operations, including the way debt
collectors communicate with consumers, and the potential impacts
of the proposed provisions are likely to interact with each other.
The Bureau received many comments from the public, including
from debt collectors, about likely impacts on debt collectors and it
is carefully considering these comments as it moves forward with
the rulemaking process.

Q.4.b. I appreciate that the Bureau is reviewing regulations and
analyzing ways it can relieve regulatory burden for smaller and
less complex financial institutions such as credit unions. What ef-
forts is the Bureau taking in the next year to review regulations
for these less complex institutions?

A.4.b. In March 2018, the Bureau released two requests for infor-
mation (RFIs) requesting comments on the Bureau’s inherited and
adopted rules, which included, among other things, our plans for
reviewing our regulations. The comments, including comments
from associations representing community banks and credit unions,
has informed how the Bureau has set priorities for rulemakings.

Moreover, the Bureau has taken steps to identify and address
outdated, unnecessary, or unduly burdensome regulations on in-
dustry, including on small and less complex financial institutions
such as credit unions:

e In FY 2019, the Bureau published reports of assessments of
the Remittance Rule, the ATR-QM Rule, and the 2013 RESPA
Servicing Rules. The reports discussed our findings on the ef-
fects of the rules on community banks and credit unions.

e In FY 2020, the Bureau conducted a review of its overdraft
rule under RFA section 610, which requires agencies to con-
sider the effects of the rule on small entities. The Bureau will
announce the outcome of the review in the Spring 2020 Unified
Agenda.

e In FY 2021, the Bureau plans to complete a review of its credit
card rules’ effects on small credit card issuers under RFA sec-
tion 610.

e The Bureau has also taken actions to implement provisions of
EGRRCPA that provide regulatory relief to community banks
and credit unions.

The Bureau has also engaged in rulemaking with the objective

of reducing unwarranted regulatory burdens:
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e In October 2019, the Bureau issued a final rule to adjust the
thresholds for reporting HMDA that provides temporary relief
to small lenders. The Bureau also announced plans in the Fall
2019 Unified Agenda to issue a final rule to address proposed
increases to the permanent thresholds for collecting and re-
porting data on open-end lines of credit and closed-end mort-
gage loans in 2020.

e In December 2019, the Bureau issued a Notice of Proposed
Rulemaking to amend the Bureau’s Remittance Rule. One of
the amendments would in effect exempt 400 more community
banks and almost 200 more credit unions from the rule.

Q.5. Congress contemplated the need for exemptions to certain Bu-
reau rules and crafted the Dodd-Frank Act to authorize the Bureau
to tailor its rules so those acting responsibly—like credit unions
and other community-based financial institutions—are not nega-
tively impacted by rules addressing the behavior of others.

Q.5.a. What is the Bureau’s current perspective on its exemption
authority under the Dodd-Frank Act?

A.5.a. The Bureau will use its exemption authority when doing so
advances the Bureau’s overall objectives as expressed in section
1021 of the Consumer Financial Protection Act.

Q.5.b. Has there been a productive dialogue between NCUA and
the Bureau on issues like small dollar lending and consumer pro-
tection examinations?

A.5.b. Yes, the Bureau and NCUA coordinate frequently on our pri-
orities and activities. In a recent example on small dollar lending,
on Thursday, March 26, 2020, the Bureau joined the NCUA and
other Federal financial regulatory agencies in a joint statement to
encourage banks, savings institutions, and credit unions to offer
small-dollar loans to consumers and small businesses affected by
the COVID-19 coronavirus.! In addition, given the Bureau’s super-
visory authority over insured credit unions (as defined in 12 U.S.C.
1752) with more than $10 billion in total assets and any affiliate
thereof, supervision staff and management coordinate regularly
with their counterparts at NCUA to share information about these
credit unions.

Q.6. The Bureau seems to pride itself on being a modern, data-
driven Government agency. It’s clear that a critical part of that ef-
fort is ensuring rulemakings are always grounded in sufficient evi-
dence and research—including cost-benefit analysis. The Bureau
has recently established an office for this very purpose.

How does the Bureau plan to integrate meaningful cost and ben-
efit analysis into its rulemakings going forward?
A.6. I am committed to ensuring that the Bureau’s cost benefit
analyses are rigorous and robust and that the Bureau carefully
considers the regulatory burden of any proposed or final rule. Be-
fore issuing any legislative rule, the Bureau is required by section
1022(b)(2)(A) of the Dodd-Frank Wall Street Reform and Consumer
Protection Act (Dodd-Frank Act) to consider the benefits and costs

1See https:/ /www.consumerfinance.gov | about-us | newsroom | federal-agencies-encourage-banks
-savings-associations-credit-unions-to-offer-responsible-small-dollar-loans-consumers-small-busi-
nesses-affected-covid-19/.
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to consumers and to providers of consumer financial products or
services, including the potential reduction of access by consumers,
impacts on small depository institutions, and the effect on con-
sumers in rural areas. In addition, if a proposed rule will have a
significant impact on a substantial number of small entities, the
Bureau is required under the Small Business Enforcement and
Regulatory Fairness Act to convene a panel to confer with a group
of small entity representatives. The Bureau’s Office of Research
continues to conduct cost-benefit analysis for rulemakings. Further-
more, section 1022(d) of the Dodd-Frank Act uniquely requires the
Bureau to assess the effectiveness of its significant rules, reflecting
available evidence and data, within 5 years of such rule’s effective
date. The Bureau is committed to robust assessment of its rules
and is considering the necessary data collection in the rule develop-
ment process to support later assessments.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR
MENENDEZ FROM KATHLEEN L. KRANINGER

Q.1. Director Kraninger, in response to a question I asked you re-
garding the CFPB’s oversight of Federal student loan servicers, you
stated that the CFPB would conduct a joint examination this
month with the Department of Education.

Q.1l.a. Will these examinations be conducted by the CFPB staff re-
porting up the chain of command at the CFPB, or will they be con-
ducted by detailees reporting to the Department of Education?
A.l.a. The Bureau is currently conducting an examination at a stu-
dent loan servicer that includes review of Federal Direct Loans and
federally held Federal Family Education Loan Program (FFELP)
loans. This examination is being conducted in coordination with the
Department of Education’s own examinations of these servicers for
compliance with their programmatic requirements. The Bureau
examiners are conducting this work under the supervision and di-
rection of managers and executives of the Bureau. In addition, to
further development of a coordinated examination process, the Bu-
reau has offered to detail two staff members to the Department of
Education. The detailee(s) will be working on a coordinated exam-
ination process and supporting the Department in building out its
contract management oversight capabilities to the extent that they
want to use Bureau examination techniques as a model. As in any
detail, the detailee(s) will be working under the day-to-day super-
vision and direction of managers at the Department of Education.
However, the detailee(s) will also report to the Bureau through the
Office of Supervision Policy to ensure that the Bureau’s mission
needs are met. This is separate from the ongoing supervisory event
which is being conducted. Due to the pandemic crisis, the details
have not yet been executed.

Q.1.b. Will the CFPB have full discretion over which loan servicers
to examine and the scope of these examinations?

A.1.b. The Bureau recognizes the public interest in the conduct of
the current examination. However, the level of information pro-
vided in response to this question does not set a precedent regard-
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ing what may be determined in the future as confidential super-
visory information.

In the examination that is ongoing, the Bureau coordinated with
the Department of Education on the requests for information. In-
formation from the subject servicer is being transmitted directly to
the Bureau as well as to the Department of Education. However,
this examination may not be the model for future events.

Q.1.c. Will the CFPB have unrestricted access to all data and loan
information while conducting examinations?

A.l.c. Please see the response to question 1.b.

Q.1.d. Will the CFPB have sole authority over the findings and
content of examination reports based on these examinations?

A.1.d. The Bureau will maintain the integrity of the supervisory
process and will issue the findings it determines appropriate.

Q.2. You have previously testified that the CFPB is working with
the Department of Education to reestablish the Memorandum of
Understanding rescinded by Secretary DeVos over 2 years ago that
allowed for CFPB to conduct its own supervisory examinations and
fulfill its statutory oversight obligations.

Q.2.a. What is the current status of this Memorandum of Under-
standing?

A.2.a. Please see the response to question 1.a. At this time, the Bu-
reau and the Department of Education have not determined wheth-
er establishing the process will require an MOU.

Q.2.b. Does reestablishing the MOU remain a priority for the
CFPB, despite your statement that you would be resuming super-
visory examinations of Federal student loan servicers this month?

A.2.b. The Bureau is committed to carrying out its supervisory au-
thorities consistent with its risk prioritization and will take appro-
priate action to do so.

Q.3. Debt collector abuses consistently rank as a top issue reported
to the CFPB’s public Consumer Complaint Database. Yet, the pro-
posed rule the CFPB issued in 2019 contains no requirement that
a debt collector have original documentation or other information
to substantiate that the debt they are attempting to collect is legiti-
mately owed by the consumer they are contacting. The rule also
weakens protections for consumers whose debts are no longer en-
forceable under State or Federal law.

Q.3.a. The FTC filed comments on your proposed debt collection
rule stating that the FTC and courts have said that “it is a viola-
tion of the FDCPA for a debt collector . . . to file an action in court
to collect on a time-barred debt” and also that it is “likewise a clear
violation of the FDCPA to threaten to file such an action.” You in-
stead have proposed to inject a state of mind element that would
bar lawsuits or threats only if the collector “knows or should know”
that the legal deadline has passed. What is your response to the
FTC’s question whether “requiring a showing that the debt col-
lector knew or should have known the debt was time-barred places
unnecessary additional burdens on law enforcement agencies?”

A.3.a. The Bureau’s May 2019 NPRM proposed to prohibit a debt
collector from bringing or threatening to bring a legal action
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against a consumer to collect a debt that the debt collector knows
or should know is a time-barred debt. In proposing the “know or
should know” standard, the Bureau noted that, in many cases, a
debt collector will know, or can readily determine, whether the
statute of limitations has expired. In some instances, however, a
debt collector may be genuinely uncertain even after undertaking
a reasonable investigation; this could occur, for example, when the
case law in a State is unclear as to which statute of limitations ap-
plies to a particular type of debt. In response to the May 2019
NPRM, the Bureau received over 14,000 comments, a significant
number of which addressed time-barred debt, including the pro-
posed “know or should know” standard. The Bureau is analyzing
those comments as part of the process of taking final action on the
May 2019 NPRM.

Q.3.b. Under what types of circumstances would the CFPB find
that a debt collector “should” have known that a debt was so old
it could not be pursued in court?

A.3.b. Please see the response to question 3.a.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR WARREN
FROM KATHLEEN L. KRANINGER

Supervision and Enforcement

Q.1. In January 2020, the CFPB issued a statement of policy re-
garding its use of the standard for “abusiveness” in its supervision
and enforcement matters.! Among the changes announced, the Bu-
reau stated that it “intends to focus on citing conduct as abusive
in supervision and challenging conduct as abusive in enforcement
if the Bureau concludes that the harms to consumers from the con-
duct outweigh its benefits to consumers.” This policy substantially
narrowed the statutory language the Bureau previously cited in its
enforcement actions, which defined a practice as abusive “if it takes
unreasonable advantage of consumers’ lack of understanding of the
material risks, costs, or conditions of a financial product or serv-
ice.”

Q.1.a. Will the Bureau only consider quantitative costs and bene-
fits to consumers when applying the new policy?

A.l.a. As stated in the Policy Statement, the Bureau’s consider-
ation of the harms and benefits of the potentially abusive conduct
(i.e., its effects) on consumers can be qualitative as well as quan-
titative. That is, a quantitative analysis is not necessary for every
citation or challenge to conduct as being a violation of the abusive-
ness standard.

Q.1.b. If the Bureau will consider qualitative costs, how will it
evaluate whether or not the costs outweigh the benefits?

A.1.b. The Bureau intends to focus on citing conduct as abusive in
supervision or challenging conduct as abusive in enforcement if the
Bureau concludes that the harms to consumers from the conduct
outweigh its benefits to consumers. The Bureau will evaluate

1Consumer Financial Protection Bureau, “Statement of Policy Regarding Prohibition on Abu-
sive Acts or Practices,” January 24, 2020, https://files.consumerfinance.gov/f/documents/
¢fpb abusiveness-enforcement-policy statement.pdf.
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whether the harms to consumers outweigh the benefits consistent
with similar considerations in the application of unfairness.

Q.l.c. The following are two previous enforcement actions for
which the Bureau has applied the abusiveness standard but did not
explicitly evaluate the costs and benefits to consumers. Please ex-
plain how each of these acts would be considered with respect to
the abusiveness standard under the Bureau’s new policy.

I. On June 17, 2015, the CFPB brought an enforcement action
against Security National Automotive Acceptance Company,
LLC.2 The complaint alleged that, through their threatened
and actual contacts with servicemembers’ command, SNAAC
engaged in abusive acts or practices by taking “unreasonable
advantage of consumers’ inability to protect their interests,
leveraging consumers’ military status in collection of debt.”

II. On November 21, 2016, the Bureau cited the abusiveness
standard in an enforcement action against Maryland Attor-
ney Charles Smith for his relationship with Access Funding,
a limited liability company that “provided advances to con-
sumers that were to be repaid through a deduction from the
proceeds of structured-settlement transfers once those trans-
actions were completed.” Many of the consumers from whom
Access Funding purchased settlements “were lead-poisoning
victims with cognitive impairments.” Smith was paid by Ac-
cess Funding despite claiming to be an independent financial
advisor. The Bureau’s complaint alleged that Smith did not
consider information about the consumers’ best interests and
instead advised them “without having any information about
the consumers’ financial situations” and “took unreasonable
advantage of consumers’ reliance on him to act in their best
interests.

A.l.c. The Bureau has not conducted a backward-looking analysis
of enforcement actions to determine whether conduct addressed as
abusive in any of those actions would potentially not be the basis
of an abusiveness claim under the policy statement. There are sev-
eral examples of conduct previously addressed as abusive, however,
that likely would not be affected by the policy statement.

Q.1.d. The new policy also provides that “the Bureau generally
does not intend to seek monetary remedies for abusive acts or prac-
tices if the covered person made a good-faith effort to comply with
the law based on a reasonable—albeit mistaken—interpretation of
the abusiveness standard.” How will the CFPB determine whether
a covered person made a “good-faith effort” to comply with the law?
How will the Bureau determine whether a mistaken interpretation
of the abusiveness standard is reasonable?

A.1.d. As stated in the Policy Statement, in determining whether
a covered person made a good-faith effort to comply with the abu-

2United States District Court, Southern District of Ohio, Western Division, “Consumer Finan-
cial Protection Bureau v. Security National Automotive Acceptance Company, LLC,” June, 17,
2015, hittps:/ /files.consumerfinance.gov/f/201506 cfpb complaint-security-national-automotive
-acceptance-company.pdf.

3United States District Court for the District of Maryland, Baltimore Division, “Consumer Fi-
nancial Protection Bureau v. Access Funding, LLC, et al.” November 21, 2016, hitps://
files.consumerfinance.gov /f/documents /201611 cfpb Access Funding Complaint filed.pdf.
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siveness standard, the Bureau intends to consider all relevant fac-
tors, including but not limited to the considerations outlined in the
Bureau’s Bulletin 2013-06 regarding Responsible Business Con-
duct,* which was referenced in the Policy Statement. The Policy
Statement indicates that a “reasonable” interpretation for purposes
of the policy statement is one based on the text of the abusiveness
standard set forth in the Dodd-Frank Act, as well as prior prece-
dent and guidance, including judicial precedent, the Bureau’s ad-
ministrative decisions, rulemakings, supervisory guidance, and
past allegations of abusive acts or practices in public enforcement
actions.

Q.1.e. Which political appointees assisted with developing this pol-
icy? For each individual, please include exactly what part of the
policy they worked on, including their specific input in the process.

A.l.e. Similar to other Bureau guidance, a number of staff across
the Bureau supported the development and review of this Policy
Statement, including appropriate line staff and senior executives in
relevant divisions. The decision to issue is mine as Director.

Q.2. The CFPB has issued a statement on the use of alternative
data in credit underwriting with the Federal Reserve, Federal De-
posit Insurance Corporation, National Credit Union Administration
and Office of the Comptroller of the Currency.> The statement ac-
knowledged, “data that present greater consumer protection risks
warrant more robust compliance management,” including “appro-
priate testing, monitoring and controls to ensure consumer protec-
tion risks are understood and addressed.”

Q.2.a. Describe how the process and procedures under which the
Bureau, in its supervision and enforcement activities, evaluates the
use of alternative data with respect to consumer protection and fair
lending laws:

I. Traditional lending models
II. Algorithmic lending models

A.2.a. Fair lending examinations and investigations assess whether
there is discrimination in policies and practices governing a credi-
tor’s underwriting or pricing decisions. The Bureau cannot com-
ment on or confirm any supervisory activity or investigations that
may have involved these assessments. Examination teams use the
Bureau’s Equal Credit Opportunity Act (ECOA) Baseline Review
examination procedures to evaluate how supervised firms identify
and manage fair lending risks under ECOA, including fair lending
risks related to models.® Generally, reviews also include evaluating
whether underwriting, pricing, or other policies or procedures con-
tain factors (including the use of alternative data factors, if applica-

4See https:/ /files.consumerfinance.gov /f/201306 cfpb bulletin responsible-conduct.pdf.
See also 12 U.S.C. 5565(c)(3)(A).

5Board of Governors of the Federal Reserve System, Consumer Financial Protection Bureau,
Federal Deposit Insurance Corporation, National Credit Union Administration, Office of the
Comptroller of the Currency, “Interagency Statement on the Use of Alternative Data in Credit
Underwriting,” December 3, 2019, hittps://files.consumerfinance.gov/f/documents/cfpb
interagency-statement _alternative-data.pdyf.

6 hitps:/ | www.consumerfinance.gov / documents | 4676 | cfpb _supervision-and-examination-
manual _ecoa-baseline-exam-procedures 2019-04.pdf.
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ble) that result in disparate treatment or could have a dispropor-
tionately negative, unjustified impact on a prohibited basis.

Q.2.b. When evaluating the use of alternative data in an algo-
rithmic lending model, against what baselines does the Bureau
compare the outcomes of that model?

A.2.b. In its supervision and enforcement activities, the Bureau
evaluates compliance with ECOA and its implementing regulation,
Regulation B. The Bureau enforces fair lending laws as they apply
to all lenders, whether they use traditional or nontraditional lend-
ing models. As noted above, the Bureau cannot comment on or con-
firm any supervisory activity or investigations that may have in-
volved these assessments. In its outreach, innovation and market
monitoring activities, the Bureau is focused on understanding the
benefits and risks associated with alternative data or modeling
techniques that may be used in the market, including whether they
produce incremental benefit or risk relative to the status quo. Such
techniques may expand access to credit for consumers who are
credit invisible or who lack enough credit history to obtain a credit
score.

Q.2.c. When evaluating the use of alternative data in a traditional
lending model, against what baselines does the Bureau compare
the outcomes of that model?

A.2.c. Please see the response to question 2.b.

Q.3. On March 6, 2020, the Bureau released additional details re-
garding its proposed advisory opinion program.”’ “Under the advi-
sory opinion program, parties will submit requests for an advisory
opinion to the Bureau via its website. The Bureau will issue addi-
tional procedures for how requests will be addressed, including how
the Bureau will prioritize requests. To increase transparency and
to provide regulatory certainty to all regulated entities and other
stakeholders, the Bureau will publish the responding advisory
opinion in the Federal Register and on its website. The opinion will
include an interpretation of the Bureau’s existing rules.”

Q.3.a. Will the advisory opinion program itself, including all rel-
evant policies and procedures under which opinions be submitted,
be published in the Federal Register subject to a notice and com-
ment period?

A.3.a. Program procedures are still under internal consideration at
this time. Full details of the program, including any requests for
public comment on program procedures, will be released at a later
date.

Q.3.b. Will the individual advisory opinions published in the Fed-
eral Register be subject to a notice and comment period?

A.3.b. Program procedures are still under internal consideration at
this time. Full details of the program will be announced at a later
date.

7Consumer Financial Protection Bureau, “CFPB Takes Key Steps to Prevent Consumer Harm;
Proposes Whistleblower Award Program, Other Measures,” March 6, 2020, https://
www.consumerfinance.gov [ about-us [ newsroom / cfpb-takes-key-steps-prevent-consumer-harm-pro-
poses-whistleblower-award-program /.
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Q.3.c. Will the opinions be binding on the entire industry or exclu-
sive to the particular entity that requests them?

A.3.c. Recognizing that program procedures are still under internal
consideration at this time, advisory opinions are intended to cover
the factual situation presented by the requesting entity in its re-
quest and all entities in situations with relevantly similar facts and
circumstances. To increase transparency and to provide regulatory
certainty to all regulated entities and other stakeholders, the Bu-
reau will publish advisory opinions in the Federal Register and on
its website.

Q.3.d. Will political appointees be involved at any stage of the ad-
visory opinion process? If so, please describe which appointees and
their specific role in selecting which opinions to respond to; draft-
ing, reviewing and approving the opinions, and any subsequent
publication of the opinions.

A.3.d. While program procedures are still under internal consider-
ation at this time, the appropriate staff will be involved in the ad-
visory opinion process at the senior and line levels. Full details of
the program will be announced at a later date.

Q.4. Please describe the CFPB’s jurisdiction over the auto lending
market, including auto dealers, nonbank lenders, and bank lenders
and the relationships between these different parties.

Q.4.a. As stated in the Bureau’s Auto Finance Examination Proce-
dures, when a loan is issued via indirect financing, “the dealer,
rather than the consumer, typically selects the lender that will pro-
vide financing,” and the dealer “may have incentives to select a
particular lender over another.”8

Q.4.a.i. Does the Bureau believe that this incentive structure can
create risks to consumers?

A.4.a.i. As a general matter, the Bureau has observed through its
market monitoring, supervision, and enforcement work that the un-
intended effects of incentives can be complex and bear careful at-
tention by supervised entities’ institutional leadership and compli-
ance officers.? As stated in the Bureau’s Risk Assessment template,
incentives may “encourage the sale of high-cost products regardless
of [the] consumer’s request or situation.”'® Accordingly, the Bureau
expects supervised entities that choose to use incentives to insti-
tute effective controls for the risks these programs may pose to con-
sumers, including oversight of both employees and service pro-
viders involved in these programs. As the Bureau has emphasized
repeatedly, a robust compliance management system (CMS) is nec-
essary to detect and prevent violations of Federal consumer finan-
cial law. An entity’s CMS should reflect the risk, nature, and sig-
nificance of the incentive programs to which it applies, and be tai-

8 Consumer Financial Protection Bureau, “CFPB Examination Procedures: Auto Finance,”
June 2015, hitps:/ /files.consumerfinance.gov/f/201506 cfpb automobile-finance-examination-
procedures.pdf.

9 CFPB Compliance Bulletin 0016-03, Detecting and Preventing Consumer Harm for Produc-
tion Incentives, available at Atips://files.consumerfinance.gov/f/documents/201611 cfpb
_Production Incentives Bulletin.pdf.

10Consumer Fin. Prot. Bureau, “Consumer Risk Assessment,” October 2012. htips://
files.consumerfinance.gov /f/documents /102012 cfpb risk-assessment template.pdf.
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lored to the specific incentives being offered, considering both in-
tended and unintended outcomes for consumers.

Q.4.a.ii. Does the Bureau consider whether lenders are inten-
tionally charging rates higher than the normal market rate because
of their arrangements with auto dealers?

A4.a.ii. As a general matter, during its supervisory and enforce-
ment work, the Bureau will evaluate risks to consumers and
whether the entity has complied with applicable Federal consumer
financial laws and regulations. In conducting reviews of auto lend-
ers, the Bureau evaluates all aspects of a lender’s compliance man-
agement program, which usually includes a review of arrange-
ments with any affiliated entities. The reviews may also include a
review of fees and costs paid for by the consumer, to ensure that
they are in compliance with Federal consumer financial laws and
regulations.

Q.4.a.iii. The CFPB’s Examination Procedures include instructions

to “obtain records of and evaluate the communications between the
entity and the dealers regarding sales incentives and production

goals.”11 Does the Bureau follow these procedures for each exam-

ination of an auto lending company? If not, under what cir-
gumst?ances would the CFPB not follow these examination proce-
ures?

A.4.a.iii. Examiners use the examination procedures as a guide to
ensure that companies that engage in automobile financing are
complying with the requirements of Federal consumer financial
law. Typically, Bureau examiners scope their exams on a risk-
basis, with the goal of ensuring appropriate consistency across ex-
aminations. The scope of each examination varies by product mar-
ket, and to some extent, by entity within a product market, de-
pending on the Bureau’s assessment of the risks presented by an
entity. During an auto finance examination, Bureau examiners
typically complete the Automobile Finance Examination Procedures
modules, as scoped and as applicable, enabling them to develop a
thorough understanding of a regulated entity’s practices and oper-
ations.

Q.4.a.iv. What type of actions does the Bureau take when it identi-
fies a problematic relationship between a lender and dealer? Has
the Bureau ever barred a lender from associating with a problem-
atic dealer?

A.4.a.iv. The Dodd-Frank Act excludes from the Bureau’s authority
auto dealers that are predominantly engaged in the sale and serv-
icing of motor vehicles, the leasing and servicing of motor vehicles,
or both.12 Thus, on our examinations Bureau examiners will focus
on the activities of the auto lender and its compliance with Federal
consumer financial laws. If examiners found information indicating
violations of law by the dealer, and thus not within the Bureau’s
authority, the Bureau would pass that information on to the appro-
priate Federal or State regulator. To date, through the Bureau’s

11]d.

12The Bureau does have authority, however, over some auto dealers that extend retail credit
or leases without routinely assigning them to unaffiliated third parties. The Bureau’s Larger
Participant Rule for the automobile financing market however excludes these dealers from the
rule. 12 CFR 1090.108(c)(2).
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supervisory work, we have not barred a lender from associating
with a problematic dealer. In several public enforcement actions,!3
the Bureau found and the DOJ alleged that indirect auto lenders
who allowed auto dealers to charge a higher interest rate when
they finalize the deal with the consumer may have discriminated
against loan applicants in credit transactions on the basis of char-
acteristics such as race and national origin. In those matters, the
injunctive relief the Bureau obtained included such things as: re-
mediation; a requirement for the lender to implement compliance
programs that include prompt corrective action against dealers’
rate disparities; and requirements to reduce the level of discretion
afforded dealers is setting rates.

Q.4.a.v. When was the last time the Bureau took an enforcement
action against a lender for incentivizing a dealer to offer a con-
sumer a larger loan than the market value of the vehicle? Please
provide a list of all such actions.

A.4.a.v. The Bureau has exercised its authority over lenders, in-
cluding Buy Here Pay Here dealers and auto finance companies, in
14 public enforcement actions. It has not brought any actions
against a lender for incentivizing a dealer to offer a consumer a
larger loan than the market value of the vehicle.

Q.4.a.vi. When was the last time the Bureau issued such an action
against a lender that incentivized a dealer to offer a buyer a loan
at a greater interest rate than what is typical for the market?
Please provide a list of all such actions.

A..a.vi. In the public enforcement actions against Ally Bank and
Ally Financial, Inc.,'* Toyota Mortgage Credit Corporation;l®
American Honda Finance Corporation;'¢ and Fifth Third Bank,1?
the Bureau found and the DOJ alleged that indirect auto lenders
who allowed auto dealers to charge a higher interest rate when
they finalize the deal with the consumer discriminated against loan
applicants on the basis of characteristics such as race and national
origin.

Q.4.b. The CFPB’s Examination Procedures instruct examiners to
“evaluate the underwriting practices of the entity, including the av-
erage loan-to-value ratios, lengths of terms, and whether the entity
originates loans or leases with a high risk of default (e.g., deter-
mine if there is evidence of false or undocumented income.”18

13See https:/ /www.consumerfinance.gov | about-us | newsroom | cfpb-and-doj-order-ally-to-pay-
80-million-to-consumers-harmed-by-discriminatory-auto-loan-pricing /; https:/ /www.consumerfi-
nance.gov / about-us [ newsroom / cfpb-and-doj-reach-resolution-with-toyota-motor-credit-to-address-
loan-pricing-policies-with-discriminatory-effects/;  hitps:/ [www.consumerfinance.gov / about-us/
newsroom / cfpb-and-doj-reach-resolution-with-honda-to-address-discriminatory-auto-loan-pric-
ing/; and https:/ |www.consumerfinance.gov | about-us [ newsroom [ cfpb-takes-action-against-fifth-
third-bank-for-auto-lending-discrimination-and-illegal-credit-card-practices /.

14See hitps:/ /www.consumerfinance.gov [ about-us | newsroom [ cfpb-and-doj-order-ally-to-pay-
80-million-to-consumers-harmed-by-discriminatory-auto-loan-pricing /.

5See  hitps:/ /www.consumerfinance.gov /about-us/newsroom/cfpb-and-doj-reach-resolution-
with-toyota-motor-credit-to-address-loan-pricing-policies-with-discriminatory-effects /.

16See  https:/ /www.consumerfinance.gov | about-us [ newsroom [ cfpb-and-doj- reach resolution-
with-honda-to-address-discriminatory-auto-loan-pricing /.

17See  https:/ /www.consumerfinance.gov /| about-us [ newsroom [ cfpb-takes-action-against-fifth-
third-bank-for-auto-lending-discrimination-and-illegal-credit-card-practices /.

18]d.
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Q.4.b.i. How does the Bureau determine whether an underwriting
practice presents a risk to the consumer? Are quantitative thresh-
olds used, and if so, can you describe?

A.4.b.i. During an auto finance examination, Bureau examiners
typically complete the Automobile Finance Examination Procedures
modules, as scoped and as applicable, enabling them to develop a
thorough understanding of a regulated entity’s practices and oper-
ations.1® In doing so, examiners obtain and review each entity’s
loan and lease applications; loan and lease underwriting guidelines;
and loan and lease account documentation, notes, disclosures, and
all other contents of underwriting.20 As part of the examination
process, typically examiners:

¢ Evaluate the underwriting practices of the entity, including the
average loan-to-value ratios, lengths of terms, and whether the
entity originates loans or leases with a high risk of default
(e.g., determine if there is evidence of false or undocumented
income);

¢ Evaluate the entity’s early payment default rate; and

e Evaluate the loan agreement and identify potential risks of
consumer harm.21

After its review, the examination staff, in consultation with
Headquarters, will determine whether the entity’s underwriting
practices comply with Federal consumer financial laws and regula-
tions.

Q.4.b.ii. Does the Bureau maintain a database with information,
such as the average Loan-to-Value ratios, length of the loan term,
and the default rate, for each lender? If so, how does the Bureau
use this database?

A.4.b.ii. The Bureau has purchased an off-the-shelf product,
Experian AutoCount, to produce reports including, but not limited
to, the following: (1) market share analysis for auto lenders based
on loan originations; (2) average credit tier characteristics by a spe-
cific auto lender or a specific lender type; (3) comparison analysis
of average loan attributes (for example, loan term, interest rates,
or loan-to-value ratios) across the credit spectrum; and (4) market
trends based on a geographic region. One way in which the Bureau
uses this database is to inform its risk-based prioritization process
for determining the institutions, product lines, and scopes of exami-
nations being scheduled.

Rulemaking

Q.5. Earlier this month, the CFPB issued a supplemental proposal
on the collection of time-barred debt.22

19 See htips:/ /files.consumerfinance.gov /f/documents /201908 cfpb automobile-finance-exam
ination-procedures.pdf.

201d.

21 See hittps:/ /files.consumerfinance.gov/f/documents /201908 cfpb automobile-finance-exam
ination-procedures.pdf.

22 Consumer Financial Protection Bureau, “Debt Collection Practices (Regulation F),” 85 Fed.
Reg. 12672 (March 3, 2020), https:/ /www.consumerfinance.gov / policy-compliance | rulemaking |
rules-under-development | debt-collection-practices-regulation-f-supplemental-proposal-time-
barred-debt /.
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Q.5.a. Time-barred debts are debts for which the statute of limita-
tions has expired. Why did the Bureau not ban time-barred debt
from being collected at all?

A.5.a. The Bureau has carefully considered the consumer protec-
tion concerns surrounding the collection of time-barred debt. Con-
sumers unfamiliar with statutes of limitations may take away from
a debt collector’s attempt to collect a time-barred debt the mis-
leading impression that the debt is legally enforceable—even if the
debt collector does not explicitly threaten litigation. A consumer
with the mis-impression that a time-barred debt is enforceable in
court may pay or prioritize that debt over another debt or expense,
in the mistaken belief that doing so is necessary to avoid litigation.

The Bureau tested time-barred debt disclosures on approximately
8,000 consumers. The Bureau’s quantitative testing results suggest
that disclosures can be effective in preventing the deception associ-
ated with the collection of time-barred debts and that, therefore,
prohibiting the collection of time-barred debt and banning revival
may not be necessary to prevent deception. So, the Bureau’s
proposed disclosure would address the consumer protection prob-
lem or potential deception in the collection of time-barred debt. In
addition, banning the collection of time-barred may not be nec-
essary and could have unintended consequences for consumers,
such as increased litigation before expiration of the statute of limi-
tations. The Bureau published research reports on the testing
method and results with the supplemental NPRM and welcomes
public comment.

Q.5.b. Who will be responsible for disclosing to the consumer that
the consumer can no longer be sued for old debt?

A.5.b. The Bureau’s February 2020 supplemental notice of pro-
posed rulemaking (February 2020 SNPRM) proposes to require a
debt collector to provide certain disclosures to a consumer when
collecting a debt the debt collector knows or should know is time
barred. Specifically, the February 2020 SNPRM proposes to require
such a debt collector to provide, in the debt collector’s initial com-
munication with the consumer and on any required validation no-
tice provided to the consumer: (1) a time-barred debt disclosure;
and (2) if applicable law permits revival of the debt collector’s right
to sue, a revival disclosure. The time-barred debt disclosure would
inform the consumer that the law limits how long the consumer
can be sued for a debt and that, because of the age of the debt, the
debt collector will not sue the consumer to collect it. The revival
disclosure, if applicable, would inform the consumer that the debt
collector’s right to bring a legal action against the consumer can be
revived and the circumstances in which revival can occur. The Feb-
ruary 2020 SNPRM also includes model disclosures, developed by
the Bureau after consumer testing, that debt collectors can use to
comply with the proposed rule.

Q.5.c. What tools does the Bureau have to verify that debt collec-
tors are complying with these new disclosure requirements? How
will be Bureau enforce violations?

A.5.c. The Bureau leverages all the tools granted by Congress to
protect consumers in the debt collection context. The Bureau’s tool-
kit includes supervision and enforcement authority. The Bureau
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will utilize these tools to verify that debt collectors are complying
with new disclosure requirements if they are finalized and put into
effect. The Bureau has enforced debt collection violations by apply-
ing the law to particular facts and circumstances of its debt collec-
tion investigations and examinations. In 2019, the Bureau’s debt
collection enforcement actions resulted in judgments for nearly $50
million in consumer redress and $11.2 million in civil money pen-
alties. The Bureau also banned eight individuals who engaged in
serious and repeated violations of law from ever working in debt
collection again. The Bureau will continue vigorous enforcement of
violations arising out of any new debt collection requirements.

Q.5.c.i. Will the Bureau reserve the right to pursue collectors that
do not make these disclosures under its authority to go after Un-
fair, Deceptive, and Abusive Acts of Practices (UDAAP), even if the
collector does not violate the new rule?

A.5.ci. Rigorous enforcement is part of the Bureau’s mission.
When the Bureau discovers violations of Federal consumer finan-
cial law, enforcement is essential to hold wrongdoers to account,
make things right for consumers, and deter future violations. The
Bureau is committed to enforcing debt collection violations and
seeking all appropriate relief for consumers as may be appropriate
in each case on the facts presented and considering all applicable
law.

Q.5.d. Which political appointees assisted with developing this pro-
posal? For each individual, please include exactly what part of the
proposal they worked on, including their specific input in the proc-
ess.

A.5.d. As has been true throughout the Bureau’s history, the Direc-
tor authorizes the publication of proposed rules developed by appro-
priate Bureau staff at the Director’s direction and after considering
recommendations from appropriate Bureau staff.

Operations

Q.6. Please provide a list of political appointees currently em-
ployed, including as detailees from other agencies, at the CFPB,
their titles, the date they were hired, and their salaries.

A.G6. Please see table below.

Director Consumer Financial

Kraninger Kathleen Protection Bureau EXD2 $183,100.00
Czwartacki  John Chief Communications Officer 82 $23¢ 0
Duke Andrew Policy Associate Director (EA) 80 $258,500.00
Edwards Olivia Executive Assistant 41 $75,800.00
¥ Deputy Assistant Director n,
Garibay Marisol Communications 81 $219,042.00
. Associate Director Office of Equal R . AmE EOA O
Kireilis Althea Opportunity and Fairness 90 05/212018 $259,500.00
; Chief of Staff and Special AP 50 50000
Ll Assistant A e )
Pahl Thomas Policy Associate Director (RMR) 80 $25! 0.00
Assistant Director Office of :
Watkins Paul Ircnation 81 $219,042.00
Carnemark  Karla Deputy Chief of Staff 82 $238,505.00

Stalzar Jennifer Administrative Specialist 52 $112,904.00
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Q.7. Does the CFPB have plans to hire additional political ap-
pointees? If so, please provide position descriptions and salary
ranges for their jobs.

A.7. The Bureau does not currently have any pending requests
with OPM for additional Schedule C appointments.

Q.8. The Partnership for Public Service produces an annual rank-
ing of the best place to work using data from the Office of Per-
sonnel Management’s Annual Employee Survey about job satisfac-
tion. From 2017 to 2019, CFPB’s ranking dropped 20 points, from
79.9 to 58.4, putting it in the lower quartile of all Midsize Agencies.

Q.8.a. One manifestation of employees’ dissatisfaction is attrition.
Please provide quarterly staffing levels for the Bureau, broken up
by Division and if possible, by office from 2017Q1 to present.

A.8.a. Please see the table of quarterly staffing levels at the Bu-
reau broken up by Division and Office from FY 2017 Q1 to present.
Note the transition of several offices from one division to another
in the course of this time period.

FY1? FY17 FY17  FYI7

CFPB Division and Office o @ a o4
CONSUMER EDUCATION &
ENGAGEMENT DIVISION B0 a3 a1 a3 B 81 218 210 209 206 205 204 198 193
CONSUMER ED & ENGAGEMENT
DEVISION FRONT OFFICE 15 15 15 17 17 17 18 7 16 18 15 15 14 13
CONSUMER ENGAGEMENT 12 14 13 13 14 14 13 14 13 13 14 14 14 12
CONSUMER RESPONSE 136 136 136 132 129 127 124 122
FINANCIAL EDUCATION 17 16 16 16 16 15 15 13 14 15 17 17 17 17
FINANCIAL EMPOWERMENT n 0 10 11 11 11 1
OFFICE OF COMMUNITY AFFAIRS 10 10 g 3 1n 10 10
OLDER AMERICANS 8 b 1 11 n 10 1 1 1 10 10 10 & 8
SERVICE MEMBER AFFAIRS 12 1 11 10 10 a9 10 9 9 g E] 7 7 ¥
STUDENT, CONSUMER OFFICE 2 2 4 4
STUDENTS 6 5 5 5 5 5 4
OFFICE OF THE DIRECTOR 34 3% 35 34 3 3y 3\® 3/ 37 51 52 54 54 62
OFFICE OF THE DIRECTOR FRONT
OFFICE 18 14 14 13 10 15 16 1n 15 13 12 15 14 15
COMMUNICATIONS 4 4
OFF OF LEGISLATIVE AFFAIRS 2 3 3
OFFICE OF INNOVATION 1 1 3 4 4 B
STRATEGY OFFICE 4 & ] 5 ] 7 T g ] 5 4 4 3 3
OFFICE OF EQUAL OFPORTUNITY &
FAIRNESS 2 15 15 15 15 15 15 16 15 27 29 29 a0 31
OFF OF EQU OPP & FAIRNESS 2 3 3 3 3 3 3 5 4 L] 6 ] B B
(OFF OF FAIR LENDING AND EQ -} 9 ] 9 10
OFF OF MIN & WOM INCLUS 3 5 5 5 5 5 5 5 5 5 7 6 7 7
OFFICE OF CIVIL
RIGHTS. 7 7 ¥ 7 7 7 7 ) ] 5 7 2 ] 8
EXTERNAL AFFAIRS DIVISION a0 az 43 44 L 46 a1 En 1 30 3l 35 EL a7
EXTERMAL AFFAIRS DIVISION FRONT
OFFICE 13 14 8 10 9 12 10 1u 8 9 9 10 9 ]
ADVISORY BOARDS (ABC) 5 5 5 5 B 5 5 4 4 5 L} 5
COMMUNICATIONS 7 7 7 6 ] & 4 3 2
COMMUNITY AFFAIRS 6 & B 6 5 6 B
FINANCIAL INSTITUTIONS 5 B ] 6 6 6 L} & L] 6 5 5 5 B
INTERGOVERNMENTAL AFFAIRS 2 2 | 4 4 5 4 i H 2 4 4 4 3
LEGISLATIVE AFFAIRS 7 7 8 7 7 6 5 4 4 3 3
OFF OF COMMUNICATIONS. 5 6 7
PUB ENGAGEMT & CMUNTY LLASON & 3 [ & [ ] 7
LEGAL DIVISION 76 81 79 78 T9 T8 76 n mn T0 6 66 67 68
LEGAL DIVISION FRONT OFFICE 1 1 1 11 un 11 1 1 11 1 9 9 -] 9
GENERAL LAW & ETHICS i 25 25 25 25 25 24 22 22 22 21 2 22 22
LAW AND POLICY 25 rx) 27 26 26 24 24 21 2z 22 21 21 21 21
LITIGATION & OVERSIGHT 17 18 16 16 17 18 17 17 16 15 15 14 16 16
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(OPERATIONS DIVISION 453 463 457 459 454 M8 298 288 285 75 5 7B ;2 280
OPERATIONS DIVISION FRONT QFFICE 5 ] 7 7 8 7 ] ] 6 11 12 1 u 7
CHIEF DATA OFFICER 15 i
CHIEF FINANCIAL OFFICER 3/ 3/ M 3B B 3/ 3/ 3B 3/ 3B/ 3B/ W 3W 3
CONSUMER RESPONSE 4 14 1 4 18 4
HUMAN CAPITAL ¥ B B ¥ 5 M M ¥ M B ¥ B ¥ I
PROCUREMENT 2 3 8 B 3 B B 3 n» an a1 1
PROJECT MANAGEMENT 0 9 ) & 6 6 5 5 5
CHIEF EXPERIENCE OFFICER §
ADMINISTRATIVE OPERATIONS 28 2B B B ¥ B ¥ ¥ 27 ¥ XN B BB 17
ADMINISTRATIVE OPERATIONS 7 ] 7 7 8 8 1 ] 3 5 4 5 7 7

ADMIN OPERATION-RECORDS
&FOIA 6 7 7 7 7 ] 7 H i 8 7 9
ADMIN OPERATIONS-
FACILITIES 7 7 7 7 ) ¥ T. 9 7 7 7 7 T ]
ADMIN OPERATIONS-SECURITY 8 8 8 7 7 7 b § § 6 6 4 4 ]
TECHNOLOGY & INNOVATION i51 160 155 158 15 152 M8 138 136 129 1M 129 12 10
TECHNOLOGY & INNOVATION m 15 11 131 14 2 141 13 131 127 18 18 m 1w
TECHN & INNOVATION-
FELLOWS EE A S B | 4 3 3 i 1 1
TECHN & INNOVATION-

PRIVACY 3 3 3 3 3 3 3 1 1

OTHER PROGRAMS ¥ % ¥ B ¥ ¥ W oW 7 o7y B 1B B
ADMINISTRATIVE ADJUDICATION 3 3 3 3 3 Ej 3 1 1 i i ) i H
DIRECTOR'S FINANCLAL ANALYSTS X B 0 1 ¥ 18 12 10 10 1 1 u u 12
OMBUDSMAN 4 4 4 4 5 5 3 5 5 5 5 5 5 5

RESEARCH, MARKETS, & REGULATIONS

DIVISION 166 167 168 167 166 163 159 148 143 138 137 140 140 138

RESEARCH, MARKETS, & REG DIV
FRONT OFFICE 2 1un 1un 9 9 10 10 9 9 9 10 8 1
CARDS, PAYMT & DEP MKTS 8 8 10 1 W 1 H] 8 &8 7 7
CONS CRED, PYMTS, & DEP MKTS 1mn 1B 118
LEND, COLLECT & REPCRT MKT 1T n 1n un r R 2 1 n 10 n
MORTGAGE MARKETS 8 T 8 & &8 8 8 ] ] ] 5 6 ] ]
REGULATIONS M W 74 M 8 68 65 61 60 B/ % 60 60
RESEARCH 8 0 4 H & N H 4 £ 2 4 4 4 @«
SMALL BUSINESS LEND MKTS 4 6 f § f 4 5 5 4 4 4 4 4 4
SUPERVISION, ENFORCEMENTT, & FAIR
LENDING DIVISION M T 71 751 750 T8 716 698 687 66l 6M4 630 64 6
SUPERVSN, ENFRCMT, & FAIR LEND
DIVISION FRONT OFFICE 8 T 8 6 § 0 10 § 9 0w 10w 9 9 10
ENFORCEMENT 46 18 1R 182 151 M8 15 141 140 139 138 138 M0 143
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SUPERVISION MIDWEST

REGION 106 110 107 105 105 106 103 102 98 98 94 88 84 82
SUPERVISION NORTHEAST

REGION m 121 18 117 116 114 113 110 109 107 99 99 98 97
SUPERVISION SOUTHEAST

REGION 122 121 119 119 120 117 116 114 113 113 111 111 109 109

SUPERVISION WEST REGION 124 122 122 119 117 115 108 104 104 101 102 99 96 94
Bureau Total 1619 1671 1651 1641 1633 1617 1566 1504 1482 1448 1428 1424 1418 1417

Q.8.b. What is CFPB’s plan to improve morale among staff?

A.8.b. The staff of the Bureau are highly committed to the Bu-
reau’s mission and care deeply about the organization. I respect
them, I take their views and opinions seriously, and their input is
integral to my decisionmaking. Further, I am committed to leading
a diverse, productive, effective workforce.

I engage regularly with employees through Bureau-wide all-
hands sessions; regular meetings with Division and Office teams;
visits to Bureau regional staff; and weekly “office hours” to provide
updates on Bureau priorities, recognize individual and team efforts
and achievements, and continue to gather staff feedback. The An-
nual Employee Survey (AES) is an important source of that feed-
back.

The Bureau’s overall engagement composite score from the 2019
AES increased by 6.7 points over 2018. This increase led the Part-
nership for Public Service to designate the Bureau as the most im-
proved agency among mid-sized agencies for 2019. This progress is
noteworthy, but fostering an engaged workforce is an ongoing re-
sponsibility.

Below are several steps I am taking to build and maintain an en-
gaged workforce:

o | established a Workforce Effectiveness Committee (WEC)
shortly after I became Director to ensure that the Bureau
takes a holistic, consistent approach to considering workforce-
related issues. Since then, I have charged the WEC to focus on
engagement as its highest priority. Issues and programs that
the WEC has advised on include: the use of Employee Re-
sources Groups and the Bureau’s Mentoring for Success Pro-
gram; review and consultation on the Bureau’s Barrier Anal-
ysis results and compensation review; and the implementation
of IdeaBox for capturing staff ideas and providing feedback.

e | created a Customer Experience Office to focus on improving
our internal staff experience through enhanced operational
services enabling the workforce to be more effective and effi-
cient in meeting the Bureau’s mission.

¢ I have continued to strongly promote diversity and inclusion by
refreshing the Bureau’s Diversity and Inclusion Strategic Plan,
enhancing the focus on strong engagement with employees,
and utilizing an integrated approach to education, training,
and engagement programs that incorporate diversity and inclu-
sion concepts into the learning curriculum and work environ-
ment. Employee Resource Groups, which are networks of Bu-
reau employees with similar interests, backgrounds, or experi-
ences, cultural education programs, and diversity and inclusion
training are key components of this effort.
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I presented the Director’s Mission Achievement Award to rec-
ognize staff leadership and team contributions toward the Bu-
reau’s mission. The award is the Bureau’s highest honor. In ac-
cordance with my priorities, this year I recognized both leader-
ship excellence and outstanding team contributions. Twenty
leaders and over 200 team members across 29 teams were
nominated by a joint committee of representatives from the
union and Bureau management.

e I approved a succession planning process that will aid Bureau
leaders to: optimize our current workforce; invest in workforce
development to meet long-term needs; build a healthy manage-
ment pipeline; and attract and retain a diverse and inclusive
workforce responsive to the needs of our varied stakeholders.

e I approved the launch of Mentoring for Success, a three-part
program that includes: 1) leadership speaker series; 2) small
group discussions, and 3) mentor/protege pairs. The program is
open to all Bureau employees.

e The Bureau completed the consolidation of all Washington,
DC-based staff from two office buildings into one to increase
the effectiveness of the organization and to significantly im-
prove collaboration across all teams and divisions.

e I have directed our Office of Human Capital and Office of
Equal Opportunity and Fairness to develop new and better
tools to assist managers in exercising their workforce respon-
sibilities. Recent examples include:

e An Organization Improvement Action Guide which offers
practical tips and tools for gathering, assessing, and respond-
ing to employee feedback, including linkages to AES cat-
egories and items and an action planning template and sam-
ple.

e A three-part series for managers on how to manage employ-
ees remotely as the Bureau contends with COVID-19,
including how to promote self-care for themselves and em-
ployees, and tips on how to effectively work virtually.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR CORTEZ
MASTO FROM KATHLEEN L. KRANINGER

Q.1. In the wake of devastating events, we have seen mortgage
servicers and banks stepped up to provide assistance such as pay-
ment deferrals and mortgage modifications to help those who were
impacted. As health officials work to get the novel coronavirus con-
tained, we cannot stress enough that people prioritize their health
and quarantine themselves if they have been exposed. In some
cases, they can’t go to work.

Q.1.a. Has the Consumer Financial Protection Bureau provided
guidance to financial firms on how to serve customers who might
miss a payday because they could not go to work because they were
sick?
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A.l.a. The Bureau, along with other regulators, released guidance?
publicly over the past few weeks to financial institutions, lenders,
and creditors encouraging them to work constructively with bor-
rowers and customers affected by COVID-19. This guidance em-
phasizes that prudent efforts to modify the terms on existing loans
for affected customers will not be subject to examiner criticism. For
example, when appropriate, a financial institution may restructure
a borrower’s debt obligations due to temporary hardships resulting
from COVID-19 related issues. Such cooperative efforts can ease
cash-flow pressures on affected borrowers, improve their capacity to
service debt, and facilitate the financial institution’s ability to
collect on its loans. The Bureau’s guidance also provides temporary
and targeted flexibility for financial institutions to apply their re-
sources to consumers’ most urgent needs by deferring less urgent
regulatory obligations. The Bureau continues to consider what
guidance it can issue to regulated entities that will help consumers
through this time and has issued guidance on myriad topics, in-
Zluding compliance with the assistance provided under the CARES
ct.

At the same time, the Bureau has focused its efforts on being a
resource to consumers with accurate, timely information regarding
their rights and expectations in the consumer financial market-
place during this challenging time. We have made resources avail-
able in multiple formats and languages, including emphasizing the
continued availability of the complaint portal for consumers who
encounter issues. The Bureau also continues to employ its super-
vision and enforcement tools to reinforce compliance.

Q.1.b. What steps does the Consumer Financial Protection Bureau
recommend financial firms do to serve customers who had to stay
home to take care of their children because their school or childcare
provider closed?

A.1.b. Please see response to question 1.a.

Q.1.c. What specifically can credit card companies do to help fami-
lies who have a temporary financial setback because of the pan-
demic?

A.l.c. Please see the response to question 1.a.

Q.1.d. What can student loan companies do to help people who
have a temporary financial setback because of the pandemic?

A.1.d. Please see the response to question 1.a. In addition, specific
to student loans, the activities outlined in question 1l.a. are being
utilized, as applicable, to ensure awareness and compliance with
the CARES Act.

Q.1l.e. What can lenders do to help people who might not be able
to pay a car note, mortgage or small business loan because of a
temporary financial setback due to the outbreak?

A.l.e. Please see the response to question 1.a.

1See https:/ /www.consumerfinance.gov [ about-us | newsroom | agencies-provide-additional-in-
formation-encourage-financial-institutions-work-borrowers-affected-covid-19/, https:/ /www.con-
sumer-finance.gov [ about-us [ newsroom [ cfpb-provides-flexibility-during-covid-19-pandemic/, and
https: | | www.consumerfinance.gov | about-us | newsroom / federal-agencies-encourage-banks-sav-
ings-associations-credit-unions-to-offer-responsible-small-dollar-loans-consumers-small-busi-
nesses-affected-covid-19/.
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Q.1.f. How can financial institutions offer affordable small-dollar
loans to help families survive through the outbreak?

A.1.f. Please see the response to question 1.a. The Bureau, along
with other regulators, released a joint statement on March 26,
2020, encouraging responsible small-dollar lending in response to
COVID-19.2

Q.2. I am very worried that predatory online lenders will target
families struggling with coronavirus with expensive loans. For ex-
ample, workers quarantined at home, those laid off, or working re-
duced hours could take out high-cost loans over the internet that
will leave them in a dangerous debt trap.

Q.2.a. Will you commit the supervision and enforcement staff of
the Consumer Financial Protection Bureau to the prevention of
abusive loans using schemes that target those impacted by the
coronavirus?

A.2.a. The Bureau continues to employ its tools of education, regu-
lation (including guidance), supervision, and enforcement aggres-
sively to address the impacts of the pandemic on consumers in the
consumer finance marketplace. As U.S. consumers confront the
spread of the COVID-19 pandemic, many are struggling with its
economic impact. The virus, and the necessary actions to combat it,
have affected the U.S. economy, and therefore U.S. consumers, pro-
foundly. Using market monitoring, stakeholder engagement, law
enforcement partnerships, our complaint system, and our afore-
mentioned tools, we are seeking to prevent consumer harm and act-
ing on issues of concern as they arise, including any instances of
predatory lending or fraud and scams. As your question specifically
seeks assurance regarding supervision and enforcement, the Bu-
reau continues to conduct examinations across markets consistent
with our risk prioritization process and our statutory mandate,
which includes persons who offer or provide payday loans, and to
investigate violations of consumer financial law within our pur-
view. Generally, the Bureau does not comment on nonpublic super-
visory or enforcement matters.

Q.2.b. If your supervision staff learns of abusive loans using
schemes that target those impacted by the coronavirus, will you
prioritize full restitution for harmed consumers in any consent
order or judgment?

A.2.b. Yes, restitution for affected consumers has always been and
remains a Bureau priority in any examination, consent order, or
judgment. In cases where a civil money penalty is imposed, the Bu-
reau may also rely on the Civil Penalty Fund to compensate vic-
tims.

Q.3. Last year, the CFPB announced a consent order with Enova
International, an online payday lender. Enova illegally withdrew
funds from consumers’ accounts without their authorization.

Why wasn’t Enova required to repay the funds they had unlaw-
fully withdrawn from consumers’ bank accounts?

2See hitps:/ |www.consumerfinance.gov | about-us | newsroom [ federal-agencies-encourage-banks
-savings-associations-credit-unions-to-offer-responsible-small-dollar-loans-consumers-small-busi-
nesses-affected-covid-19/.
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A.3. The Bureau is committed to seeking all appropriate relief for
consumers, and considers whether redress or restitution may be
appropriate in each case on the facts presented and in light of ap-
plicable law. In the Enova matter, the Bureau determined that the
appropriate resolution in light of the company’s conduct included
imposition of a $3.2 million civil money penalty and injunctive re-
lief to benefit consumers.

Q4. Last year, the CFPB announced a stipulated final judgment
with NDG Financial Corporation and other defendants for running
a payday lending enterprise that engaged in unfair, deceptive, and
abusive acts or practices in violation of the law.

Q.4.a. Why was restitution not required for victimized consumers?

A.4.a. The Bureau is committed to seeking all appropriate relief for
consumers and considers whether redress or restitution may be ap-
propriate in each case on the facts presented and in light of appli-
cable law. In the NDG matter, the Bureau engaged in a protracted
legal battle with the company and individual defendants, some of
whom were ultimately sanctioned by the district court for refusal
to comply with a court order requiring them to cooperate with the
Bureau’s discovery requests. At the Defendants’ request, the mat-
ter was referred to a magistrate judge in October 2018 to facilitate
a settlement. The Bureau encountered substantial hurdles in try-
ing to enforce its discovery demands, in part because the Defend-
ants’ companies and individuals are based overseas, and Defend-
ants refused to cooperate with Bureau discovery requests. The De-
fendants withheld consumer-level information required to establish
the identities of consumers harmed by the alleged violations, as
well as the full amount of that harm. Without these critical facts,
the Bureau was not able to determine the amount of redress that
might be owed to consumers, or the consumers to whom that re-
dress could be paid. In addition, because the foreign Defendants
did not have assets in the United States, the Bureau anticipated
potential challenges in collecting on any penalties or remediation.

Q.4.b. Whose decision was it to withhold restitution?
A.4.b. Please see response to question 4.a.

Q.5. The CFPB should not require an affirmative complaint from
someone to provide restitution to victims. Some of the most vulner-
able victims may not know what it does or its role. Others may not
know how to submit a complaint to the CFPB. Last year, the CFPB
took action against Asset Recovery Associates (ARA). ARA was a
debt collection firm that illegally threatened and lied to people for
years. Yet, the CFPB only provided restitution to consumers who
complained about the false threats. By limiting restitution to only
people who complained to the Bureau or State regulators, ARA was
able to keep all but $36,800 it illegally collected from consumers
over a 4-year period.

Will you make sure your enforcement staff does not require af-
firmative complaints for future cases of abusive and deceptive prac-
tices by financial firms?

A.5. The Bureau is committed to seeking all appropriate relief for
consumers and considers whether redress or restitution may be ap-
propriate in each case on the facts presented and in light of appli-
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cable law. The Consumer Financial Protection Act authorizes the
Bureau to seek redress for consumers in appropriate cases as a
matter of discretion. While the Bureau is committed to seeking all
appropriate relief for consumers, not every case lends itself to res-
titution for all potentially affected consumers, particularly in the
context of a negotiated settlement. Particularly in the context of a
negotiated settlement, the Bureau may choose to pursue the relief
it determines best serves the public interest. Settlements allow the
Bureau to avoid expending significant resources proving claims in
court, mitigate trial risk, achieve speedier results for consumers,
and provide certainty for companies.

Q.6. When President Obama appointed Richard Cordray to run the
Consumer Financial Protection Bureau, he was the only political
staff member.

Q.6.a. How many political appointments are at the Bureau?

A.6.a. Section 1013 of the Dodd-Frank Act states, “The Director
may fix the number of, and appoint and direct, all employees of the
Bureau in accordance with the applicable provisions of title 5,
United States Code.” This authority includes the appointment of
employees under Schedule C hiring authority.

As of March 26, 2020, the Bureau had 11 political appointees, in-
cluding the Director.

Q.6.b. What is the role of your political appointees?
A.6.b. Schedule C appointees are commonly used throughout the
Federal Government, including at other financial regulatory agen-
cies. The decision to classify a job as a Schedule C position is made
by the U.S. Office of Personnel Management (OPM) at the request
of an agency head. For all Schedule C positions at the Bureau, we
followed the process established by OPM, which reviewed and ap-
proved all of the Bureau’s Schedule C hires.

The Bureau’s political appointees serve in one of the following ca-
pacities:

¢ Policy determining position by acting for the Director and Dep-
uty Director in executing on policy priorities, resolving major
program issues, and in the integration of the various programs
in their area.

e Confidential administrative support position to either the Di-
rector or high-level Schedule C appointee.

Q.6.c. What do you say in response to the House Financial Services
Committee report that reported that Eric Blankenstein obstructed
and weakened enforcement actions against banks and financial in-
stitutions that engaged in unfair and deceptive practices and break
the law?

A.6.c. I take full responsibility for the Bureau’s actions under my
leadership and again reaffirm my commitment to carrying out the
Bureau’s mission, including enforcement of consumer financial law.
In FY 2019, the Bureau announced 22 public enforcement actions
and settled six previous lawsuits. The final orders and judgments
obtained by the Bureau during this period required a total of more
than $750 million in total consumer relief (more than $600 million
in consumer redress and more than $150 million in other relief)
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and over $150 million in civil money penalties, before adjusting for
suspended amounts.

Q.6.d. What are the CFPB political appointees roles in determining
penalties?

A.6.d. The Director authorizes Enforcement staff to take public en-
forcement actions, including authorizing settlement parameters
and determining appropriate penalties, based on recommendations
from Bureau staff. A number of internal stakeholders, including
the Deputy Director and heads of Divisions, review and weigh in
on recommendations seeking authority to take public enforcement
actions before those recommendations are submitted to the Direc-
tor.

Q.6.e. Has there been a conflict between career staff's rec-
ommgndations for penalties and political appointees’ recommenda-
tions?

A.6.e. I am not going to comment publicly on the Bureau’s internal
deliberations regarding confidential law enforcement matters. It is
critical that internal deliberations be kept confidential to protect
the free flow of ideas and ensure decisionmakers receive candid ad-
vice.

Q.6.f. How are penalties decided if there is a disparity between ca-
reer staff and appointees’ recommendations?

A.6.f. Please see the response to question 6.d.

Q.6.g. In which cases has there been a difference between rec-
ommendations, and which recommendation was chosen?

A.6.g. Please see the response to question 6.e.

Q.7. Have officials at the White House ever contacted you or a
member of the Consumer Financial Protection Bureau staff to rec-
ommend an action related to supervision or enforcement?

A.7. 1 am not aware of any instance in which officials at the White
House have contacted myself or other Bureau staff to recommend
an action related to supervision or enforcement.

Q.8. In reviewing your response to my written questions, there are
a number of fines that were imposed but not collected. For exam-
ple, the Williamson Law Firm was assessed a fine of $40 million
for an illegal debt collection scam but only $1 was collected. The
National Credit Union Adjusters was fined $6 million for unlawful
debt collection acts and practices that harmed consumers, including
representing that consumers owed more than they were legally re-
quired to pay, or threatening consumers and their family members
with lawsuits, visits from process servers, and arrest. According to
your response to my written questions from last fall, only $250,000
was collected.

Q.8.a. Why isn’t the Consumer Bureau collecting all the fines as-
sessed?

A.8.a. The Bureau is committed to seeking appropriate civil money
penalties in each case on the facts presented and in light of appli-
cable law. Among the mitigating factors that the Consumer Finan-
cial Protection Act requires the Bureau and courts to consider
when determining the appropriate penalty amount is the size of
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the institution’s financial resources. 12 U.S.C. § 5565(¢)(3). Con-
sistent with this statutory factor, the Bureau has suspended the
collection of the full civil money penalties imposed based on the fi-
nancial condition of the entity. This was the case as to both the
matters referenced. Moreover, given the imposition of a civil money
penalty, harmed consumers may be eligible for additional relief
from the Bureau’s Civil Penalty Fund. Furthermore, instances of a
difference between the fine imposed and the amount collected have
consistently occurred throughout the Bureau’s history and is not
the result of any changed policy.

Q.8.b. Why isn’t the Civil Penalty Fund being used to compensate
consumers?

A.8.b. The Civil Penalty Fund is being used to compensate con-
sumers. In FY 2019, $120 million was allocated to harmed con-
sumers in five cases. Also, during FY 2019, the Bureau had seven
active and ongoing Civil Penalty Fund case distributions. Funds re-
lated to those cases were initially distributed in FY 2017 and FY
2018 and totaled approximately $350 million. During FY 2019, the
Buﬁeau released funds in one new case totaling approximately $1
million.

Q.8.c. Why weren’t funds allocated from the Civil Penalty Fund for
financial education in 2019?

A.8.c. While the Bureau has the authority to allocate funds (under
certain circumstances) for consumer education and financial lit-
eracy purposes, the Bureau considers the Civil Penalty Fund to pri-
marily serve as a victim fund. In FY 2019, $120 million was allo-
cated to harmed consumers in five cases. Furthermore, financial
education activity is robustly funded through the Bureau’s budget.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR SINEMA
FROM KATHLEEN L. KRANINGER

Q.1. If Americans are involuntarily quarantined due to potential
exposure to the coronavirus, it is possible this could cause them to
become delinquent on student loans, mortgage payments, rent pay-
ments, and other forms of debt. What assurances can the CFPB
offer that will protect the credit and financial well-being of Ameri-
cans subject to involuntary quarantine? What directives will the
CFPB provide to lenders to ensure Americans are not indebted or
peri‘f;ﬂized due to a public health outbreak largely beyond their con-
trol”

A.1. The Bureau, along with other regulators, released guidance!
publicly over the past few weeks to financial institutions, lenders,
and creditors encouraging them to work constructively with bor-
rowers and customers affected by COVID-19. This guidance em-
phasizes that prudent efforts to modify the terms on existing loans
for affected customers will not be subject to examiner criticism. For

1See https:/ /www.consumerfinance.gov [ about-us [ newsroom [ agencies-provide-additional-in-
formation-encourage-financial-institutions-work-borrowers-affected-covid-19/, https:/ /www.con-
sumerfinance.gov [ about-us [ newsroom / cfpb-provides-flexibility-during-covid-19-pandemic/,
https:| |www.consumerfinance.gov [ about-us | newsroom / federal-agencies-encourage-banks-sav-
ings-associations-credit-unions-to-offer-responsible-small-dollar-loans-consumers-small-busi-
nesses-affected-covid-19/ and hitps:/ |www.consumerfinance.gov | about-us [ newsroom / federal-
agencies-encourage-mortgage-servicers-work-struggling-homeowners-affected-covid-19/.
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example, when appropriate, a financial institution may restructure
a borrower’s debt obligations due to temporary hardships resulting
from COVID-19 related issues. Such cooperative efforts can ease
cash-flow pressures on affected borrowers, improve their capacity to
service debt, and facilitate the financial institution’s ability to col-
lect on its loans. The Bureau’s guidance also provides temporary
and targeted flexibility for financial institutions to apply their re-
sources to consumers’ most urgent needs by deferring less urgent
regulatory obligations. The Bureau continues to consider what
guidance it can issue to regulated entities that will help consumers
through this time and has issued guidance on myriad topics, in-
Zluding compliance with the assistance provided under the CARES
ct.

At the same time, the Bureau has focused its efforts on being a
resource to consumers with accurate, timely information regarding
their rights and expectations in the consumer financial market-
place during this challenging time. We have made resources avail-
able in multiple formats and languages, including emphasizing the
continued availability of the complaint database for consumers who
encounter issues. The Bureau also continues to employ its super-
vision and enforcement tools to enforce compliance.

Q.2. According to the Department of Education, in January 2020
the Public Service Loan Forgiveness (PSLF) program had an ac-
ceptance rate of just 1.6 percent of applications. What is the reason
for such a staggeringly high rate of rejection? How can the CFPB
educate student loan borrowers about the PSLF application process
to improve this acceptance rate?

A.2. The Public Service Loan Forgiveness (PSLF) Program is com-
plex. PSLF was established under the College Cost Reduction and
Access Act of 2007 and provides for loan forgiveness when the pro-
gram’s requirements are met. The 4 requirements borrowers must
meet are as follows: (1) the loans must be Direct Loans (starting
in 2010, all Federal student loans are direct loans); (2) there must
be 120 qualifying monthly payments; (3) the borrower must be
making payments under a qualifying repayment plan; and (4) the
borrower must be working full-time for a qualifying employer. In
2012, the Department of Education introduced the voluntary Em-
ployment Certification Form (ECF), which borrowers can submit to
verify that their employment qualifies for the PSLF Program and
which, if submitted annually or whenever borrowers change jobs,
can help track their progress. In the fall of 2017, borrowers began
submitting applications seeking loan forgiveness under PSLF.

As February 29, 2020, the Department of Education2 has deter-
mined the most common reasons for ECF rejections are: (1) missing
information—77 percent, (2) no eligible loans—10 percent, and (3)
employer not eligible—5 percent. The most common reasons for re-
jections for loan forgiveness are: (1) insufficient qualifying pay-
ments—59 percent, (2) missing information—23 percent, and (3) no
eligible loans—14 percent.

Based on the foregoing, the Bureau believes that it can engage
in effective borrower education and empowerment focused on en-
couraging borrowers to submit ECFs annually, encouraging bor-

2 https:/ | studentaid.gov [ data-center [ student [ loan-forgiveness | pslf-data.
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rowers to complete the ECF, and ensuring that they understand
the type of loan they have and whether their employer is eligible.

Also, this an opportunity for collaboration with the Department
of Education’s office of Federal Student Aid (FSA) to educate and
empower borrowers. For example, FSA now provides borrowers
with a count of their qualifying payments when they submit an
ECF which addresses, in part, the top reason for rejection of PSLF
applications.3

3 As of February 29, 2020, the Department of Education has determined the most common
reasons for rejecting PSLF applications are as follows: (1) insufficient qualifying payments—59
percent, (2) missing information—23 percent, and (3) no eligible loans—14 percent. See, https://
studentaid.gov / data-center [ student / loan-forgiveness / psif-data.
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Message from
the Director

February 3,2020

[ am pleasedto present the Consumer Financial Protection
Bureau's (CFPB or Bureau) Semi-Annual Report to Congress
forthe period April 1,2019-September 30,2019.

Consumersare at the heartof everything we do at the CFPB,
just as Congressintended, and we are drivenby one goal:

We protect, promote, and preserve the financial well-
being of the American consumer.

Wetacklethis goal through promoting compliance by responsible entities, tirelessly enforcing
the law and deterring unscrupulous financial predators, advancing the public’s overall financial
skills, and encouragingappropriate and innovative choice inthe marketplace.

[nadditionto building uponthe hard work outlined in the rest of this report, 1am also focusing
on two areas of importance: encouraging saving and unleashinginnovationwherever
appropriate and possible.

ncouraging savi
Weall know that savingsare important. Too many of our mest vulnerable consumers do not see

that saving evena small amount can be important to theirlong-term financial well-being. That’s
why I havelaunched the “Start Small, Save Up”initiative.

Encouraging savingis part of an effort that endeavors to create an American financial landscape
that sees people able to fully meet current and ongoing financial obligations, feel secure intheir
own financial futures, and be empowered with the ability to make choices that allowthem to
enjoy life.

[fwe are able to get more people to put aside just a fewdollars per paycheck:

1. Itputsgreater control of day-to-day finances back inconsumers’ hands;

2, Itereatesand increases consumer capacity to absorb and recover froman unexpected
financial shock;

3. Itputs people on track to meettheir own personal financial goals; and

4. Itprovidespeople financial freedomto make choicesthat improve their quality of life.

When it comesto saving, starting small can be a huge first step, and one that can help relieve
anxiety and foster financial independence.

2 SEMI-ANNUAL REPORT OF THE BUREAU, FALL 2019
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I'vealsotakenrenewedstepsto advanceoneoftheBureau’s statutorily requiredgoals:
encouraging innovation inthe financial marketplace,

Wewill dothis by removing unnecessary, onerous, and redundant regulatory obstacles that
inhibit consumer choices, including by reducing regulatoryuncertaintythrough threenewor
reviszdinnovation policies thatweissued in 2019, At the same time, we will be fostering
streamlined connectivity between federal and stateregulatorsand the innovators we regulate.
Thisallowsthe marketplace to deliversafe and effectivebenefits to Americanconsumers
withoutthem being unnecesaarily stymied.

Byworkingwith state partners, wecan create more streamlined processestofacilitate
innovatorsin bringing safe and effectivechcicss toconsumers.

One thing is for sure: neither Washingtonnor thestatescan predict what will evolveinthe
minds of entrepreneurs. Whatwecando is ensurethat their revolutionaryideasdonot “dieon
the vine” becauseof bureaucratio red tape and overzealousregulation.

Lastyear, Ilaunched the AmericanConsumer Finandal InnovationN etwork (ACFIN), a
network toenhancecoordination amongfederal andstate regulatorstofacilitatefinancial
innovation. Thiseffort beganwitheight membersand hasnow grown to 17. T hesebipartisan
members includeboththe stateattorneys generalandstate financial regulators, My hopeisthat
this effort bringsinnovatorsandregulatorstogetherto discussregulatoryuncertaintyand
ensures innovators wderstand what regulators require of them.

Ilookforwardtosharing more about thesetwo initiatives, saving and innovation,inthe
comingmonths. Inthemeantime, Iam proudofthe work thatis highlighted in this reportand
thank the Bureaustaffwho havebeeninstrumental in leading theseefforts. Wewill continue to
build on owr effortsgoing forward to prevent consumerharm and ensure that consumersare
protected.

Sincerely,

e

Kathleen L. Kraninger

3 $BI-ANNUALREPORT OF THE BUREAU, FALL2018



97

Table of contents

Message fromthe Director

Table of contents

1. Significant problems faced by consumers in shopping for or
obtaining consumer financial products or services.....

1.1 Credit scores and credit tePOItNG ....uvvvvevvsisnsensssmmsesemesmsssssissmnsssanss 0
1.2 The consumer credit card MATKEL......ocovvvviviviensenssisnsirenesssssssissinssenens 8
2. Justification of the budget request of the previous Year ...

2.1 Fiscal year (FY) 2019 spending through the end of the second quarter of
A T U e L ey W 0 )

3. List of the significant rules and orders adopted by the Bureau, as
well as other significant initiatives conducted by the Bureau,
during the preceding year, and the plan of the Bureau for rules,
orders, or other initiatives to be undertaken during the upcoming

period
84 Significantniles emmsmmmmmnmsannmmsmrmmsmse 1)
g2 Lesssipificantiules vnmmummummasmmmanas s 15
3.3 Significant initiatives..... susiesimin 10
3.4 Plan for upcoming initatives ........vvvceeemenereersesesesesnssessesssssnensesess 20
4.5  Plafi for GPCOtiing Biles ...t 38

4. Analysis of complaints about consumer financial products or
servicesthat the Bureau has received and collected in its central
database on complaints during the preceding Year ...

5. List, with a brief statement of the issues, of the public
supervisory and enforcement actions to which the Bureauwas a
party during the preceding year

4 SEMI-ANNUAL REPORT OF THE BUREAU, FALL 2018

14

40



98

51 Supervisory activities: im0

52 Enforcement aCHVIHES.......uimmimmmimsissismsssmsmsissmsississmsssminind 0

6. Actions taken regarding rules, orders, and supervisory actions

with respect to covered persons which are not credit unions or
depositoryinstitutions 59

7. Assessment of significant actions by State attorneys general or
State requlators relating to Federal consumer financial law.

8. Analysis of the efforts of the Bureau to fulfill the fair lending
mission of the Bureau 61

81 FaiP|CHAITNE SEPETHISION  .v.usus.sonsusisonisisinsssussissmmisicssssassiosssaissssssssasasss O

8.2 Fairlending enforcement..........cwcrmecrecsmremeesmressensressesssceseseessnsseens 02

8.9; .Halrlending oulteachtramsmraimummminsmsaammi O

8.4 Fairlending coorditiationssammmmmmssimmmsspsnmss00
9. Analysis of the efforts of the Bureau to increase workforce and

contracting diversity consistent with the procedures established
by the Office of Minority and Women Inclusion (OMWI). ......conmmmmmimussusensssessas 68

0.1 Increasing workforce diVersity ..o 00
9.2 Increasing contracting diversity..........c..ceverrcrrceeresmnerrcrmmessssssesseensn 70
9.3 Diversity within the Bureau contractors’ Workfores.................cvwen 71

9.4 Assessing diversity of regulated entities ..........c.veaircmirinimncinnn 72

Appendix A:  Addendum 73

Annual Report on the Truth in Lending Act, the Electronic Fund Transfer
Act, and the Credit Card Accountability Responsibility and Disclosure

3 SEMI-ANNUAL REPORT OF THE BUREAU, FALL 2018



99

1. Significant problems faced
by consumers in shopping
for or obtaining consumer
financial products or services

During the reporting period, the Bureau released two Quarterly Consumer Credit Trends (qCCT)
reports and one Market Snapshot that address aspects of credit reportingand credit scoring,
which may cause consumers to experience significant problems in obtaining consumer financial
products orservices. These reports use alongitudinal, nationally representative sample of
approximately five million de-identified credit records from one of the three nationwide
consumer reportingagencies. Inaddition, the Bureau issued its biennial report on the credit
card market that includes findings on problems consumers may experienceinshoppingforor
obtainingcredit and on the choices consumers make in this market.

1.1 Credit scores and credit reporting

Creditscoresare generally derived from credit file data furnished toand maintained by the
national credit reporting agencies (NCRAs). Many creditors use eredit scores todetermine to
whom they will offer creditand onwhat terms. Creditors may also obtain creditreports,
generally compiled by the NCRAs from the credit file data furnished to them and use those
reports forunderwritingand pricing. Asa result, credit reports and creditscores havea
significant effecton consumers’ ability to shop for and obtain credit.

Creditreports can containinformation from third-party debteollectors who collect delinquent
or defaulted debt on behalf of creditors and from debt buyers whe purchase charged-off
accounts and collecton those accounts in theirown names. A collections “tradeline” can
negatively affectthe consumer’s credit score or otherwise negatively affect the consumer’s ability
toobtain credit. In Market Snapshot: Third-Party Debt Collections Tradeline, Reporting, * the
Bureau examined the reportingof collections tradelines.

Key findings include:

1hitps.//fies consumerfinance. qou/fidocuments/201007_cfpb _third-party-debt-collections_report.pdf.
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= Asof Q2 2018, overoneinfourconsumers had a third-party collectionstradeline in their
credit files at the NCRAs, Ofthe reported collections tradelines, 87.5 percent were
reported by non-buyer third-party collectors and the remaining 12.5 percent were
reported by debtbuyers.

*  Fifty-eight percentof all collections tradelines—and about two-thirds of the non-buyer
tradelines—were for medical debt, and another 20 percent were for telecommunications
orutilities debt. These are all non-financial debts where positive payment information s
generally not reported to consumer reportingagencies. Non-buyer collectors are
primarily responsible for reporting these tradelines; buyer tradelines primarily were for
banking, retail, and financial debtwith only one percentof buyer tradelines for medical
debt.

Creditreports also may containinformationonbankruptey filings, which also ean negatively
affect creditscores or otherwise negatively affect the consumer’s ability to obtain credit. Ina
qCCT reportentitled Consumer Bankruptey, BAPCPA, and the Great Recession, *the Bureau
examined trendsregarding bankruptey filings and their relationship to creditscores.

Key findings include:

* Eachyearapproximately 750,000 consumers petition for bankruptey. Inrecentyears,
around 65 percent have invoked Chapter7, which allows debt that cannot be repaid out
of certain assets to be discharged, while the remainder have invoked Chapter 13, which
generally provides athree- or five-yearrepayment plan for repaying atleasta portion of
the debt.

*  Themedian credit score for filers one year before filingis quite low—for 2018 Chapter 7
filers, the median score was below 580, and for Chapter 13 filers 600, Median credit
scoresfor Chapter7 filersrisesteeply in the first fewyears after filing, although the
median score remains within the subprime range. ForChapter 13 filers, median scores
increase more slowly than for Chapter7 filers.

Asthe bankruptey dataindicate, credit scoresare notstatic, butdo fluctuate for any given
consumer. Ina second qCCT report, Timing of Applications for Consumer Credit, 3the Bureau

ansunerfinance. oy /documnents/ofoh . consuinerci
.
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examined fluctuations in credit scores and their relationship with when consumers apply for
credit (specifically creditcards).

Key findingsinclude:

= Forconsumerswhose credit scores could be observed for atleast 29 quartersovera
nine-year period, almost two-thirds experienced at least a 100-point swingin their credit
score. Two-thirds of those consumers experienced theirmaximum score first, and the
remainder experienceda minimum score before reachinga maximum. Ittook more than
fiveyears for consumers to go from minimum to maximum, but less than three years to
move from maximum tominimum. Younger consumers and consumers with lower
averagescores were more likely to experience these large swingsin their creditscores.

*  Consumers rate of applying fora credit card appears to increase as they approach their
maximum credit score, with a spike approximately four quarters before reaching the
maximum. After reaching the maximum score, the rate of applications declines quickly.
However, consumersinrelatively high creditscore bands have generally stable
applicationratesas they approach their maximum score and experiencesmall declines
thereafter.

*  Consumers’ application rate also gradually increases as they approach their minimum
creditscore, but witha sharpdeclinein the application rate around the time that
consumers reach their minimum. After reachingthe minimum, the application rate rises
steadily.

1.2 The consumer credit card market

Every twoyears, the Bureau issuesa report to Congresson the consumer eredit card market as
required by the Credit Card Aceountability, Responsibility and Disclosure Act (CARD Act).4 As
with prior reports, the Bureau’s 2019 report, 3 which wasissued during the reporting period,
examines the availability of creditin this market and the means by which consumersseek and
obtaineredit.

4150.8.C 1616(q)

el-renort. 2019.hdl The
Bureau has placed in its Reading Room Exceltables containing the datareflectedin the graphs andcharts that
appearin the report. Jittps. /gy conswnerfinare gov/doig-requestsfoia-electronicreading-reom,/2019-
consumer-credit-card-markel-report-figure-data/.
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Key findings relating to consumers shopping forand obtaining credit cards include:

* In2018,eredit cardissuers collectively sent, on average, 341 million direct mail
solicitations permonth for credit cards, of which 51.6 percent were pre-screened. Direct
mail solicitation volume remains less than one half ofits pre-recessionlevel, and the
share of pre-screened offers was its lowest mark since at least 2013. Spendingon digital
marketing remains small compared to physical mail, butit has grown significantly.

* In 2018, consumers submitted more than 165 million credit card applications to mass
marketissuers. A slight majority were forretailaccounts (i.e., creditcards that canbe
used only at a single merchant or a small groupof related merchants)as opposedto
general purpose accounts (i.e., accounts with cards that can transact overanetwork
accepted by awide variety of merchants, including the Visa, Mastercard, American
Express, and Discover networks), Over75 percent of general-purpose applications were
submitted digitally with one half of those coming viaa mobiledevice. Incontrast, over
60 percent of retail card applications were submitted in person with digital channels
accountingfor 36 percent.

*  Third-party comparisonsites (T PCsites) offer information intended to make it easier for
consumers to compare eredit cards. More than one in four applications for general
purpose cards that were submitted to mass market issuers came through TPCsites.
Consumers with lower credit scores were more likely to apply viaTPCsitesthan
consumers with higher eredit scores. TPCsites are not owned or operated by issuers but
many are funded primarily by issuer pay ments for sourcing new accounts.

*  Approval rates vary widely by eredit tier. Thisis true both for general purpose credit
cardsand for retail cards. For example, the approval rate for superprime consumers was
83 percent for general purpose cards and g1 percent for retail cards, while the approval
ratefor subprime and deepsubprime consumers was 17 percent for general purpose
cardsand under seven percent for retail cards.

* Evenwithina credittier,approval rates vary significantly by channel of application. For
example, for superprime consumers applying for a general purpose card, the approval
ratefor those applying by mail was 85 percent, whereasitwas 73 percentfor those
applyingviamobile device. Forsubprime and deepsubprime consumers, the
comparable figures were 70 percent and 16 percent.

* Overall, consumersobtained roughly 106 million new credit card accountsin 2018, of
which roughly 65 million were for general purpose cards. Among general purpose card
originations, 61 percentwere for products with a reward feature such as cash rewards or
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travel rewards. Thisrate variessubstantially by credit tier: for example, forsuperprime
consumers, 71 percentof newgeneral purpose cards offered rewards, whereas for
subprimeand deep subprime consumers, only 21 percent did.
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2. Justification of the budget
request of the previous year

The Bureau'sStrategic Plan, Budget, and Performance Planand Report, which s available
online at www.consumerfinance.gov/about-us/budget-strateay/budget-and-performance/,
includes estimates of the resources needed for the Bureau to carry outits mission. The
documentalso describes the Bureau’s performance goalsand accomplishments, supporting the
Bureau'slong-term Strategic Plan.

2.1 Fiscal year (FY) 2019 spending through
the end of the second quarter of FY 2019

2.1.1 Bureau fund

Asof September 30,2019, the end of the fourth quarter of FY 2019, the Bureau had spent
approximately $510.1 million®in FY 2019 fundsto carry out the authorities of the Bureau under
Federal financial consumer law, including approximately $300.5 million foremployee
compensation and benefits. There were 1,430 Bureau employeesonboard at the end of the
quarter.”

TABLE 1: FY 2019 SPENDING BY EXPENSE CATEGCRY

Expense Category Fiscal Year 2019
Personnel Compensation 218,684,000
Benefit Compensation 81,324,000
Benefit Compensation — former employees 512,000
Travel 14,660,000
Transportation of Things 164,000
6 This amount includes new obligations and upward adjust bligations. An obligation is a

transaction oragreement thatcreatesa legal liabdity ando bhga{es the gw?mmem to payforgoorkmrds ervices
ordered orreceived

7 This figure reflects the employees on board during pay-period ig, calendar year 2019
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Expense Category Fiscal Year 2019
Printing and Reproduction 4,115,000

Other Contractual Senvices 145,059,000
Supplies & Materials 4,233,000
Equipment 21,736,000
Land and Structures 5,136,000
Interest & Dividends 1,000

Total (as of September 30, 2019) $510,149,000

2.1.2 FY 2019 funds transfers received fromthe Federal
Reserve

The Bureauis funded principally by transfers from the Federal Reserve System, up to the limits
set forthin the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010(Dodd-
Frank Act). Asof September 30,2019, the Bureau had received the following transfers for FY
2019. Theamounts and dates of the transfersare shown below. 8

TABLE 2: FUND TRANSFERS

Funds Transferred Date

$172.90 October01, 2018
$122.8M January 02, 2019
$120.5M April 02, 2018
$52.0M July 01, 2019
$468.2M Total

Additional information about the Bureau’s finances, including information about the Bureau'’s
Civil Penalty Fund and Bureau-Administered Redress programs, is available in the annual

8 Current years pending in excess of funds received is funded from the prior year’s unobligated balance.
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financial reports and the Chief Financial Officer (CFO) quarterly updates published online at
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3. List of the significant rules
and orders adopted by the
Bureau, as well as other
significant initiatives
conducted by the Bureau,
during the preceding year,
and the plan of the Bureau
for rules, orders, or other
initiatives to be undertaken
during the upcoming period®

3.1 Significant rules

The Bureauissued two significant notices of proposed rulemaking during the preceding year:

9 Separate from the Bureau’s obligation to includen this report “alist ofthesignificant rules and orders adoptedby
the Bureau . . . during the precedingyear,” 12 U.S.C. 5496(c)(3), the Bureauis required to “conduet an assessment
of each significant rule or order adopted by the Burea” under Federal consumer financial law andissuea report
ofsuchassessment “notlaterthan 5 years after theeffective date of thesubject rule or order,"12 U.S.C. 5512(d)
The Bureay will issueseparatenotices as appropriateidentifying rules and orders that qualify as significant for
assessment purposes.

1 The statutory requirement under 1016{c)(3) calls for the Bureau to report a bist of thesgnificantrules and orders
adoptedby the Bureau. This list includes significant notices ofpro posedrulemakings.
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* Proposed Rule: Payday, Vehicle Title, and Certain High-Cost Installment Loans '*
= ProposedRule: Debt Collection Practices (Regulation F) 12

The Bureau plans to finalize the two proposed rulesin FY 2020. Formoreinformation, see the
Bureau's plan for upcomingrulesin Section 3.4 below.

The Bureauissued one significant final rule:

*  Final Rule: Payday, Vehicle Title, and Certain High-Cost Installment Loans; Delay of
Compliance Date; Correcting Amendments, '3 The Bureauissued this final rule to delay
the August 19, 2019 compliance date for the mandatory underwriting provisions of the

finalizedin 2017 was delayed by 15 months to November19, 2020. The Bureau also
made certain corrections to address several clerical and non-substantive errors it
identifiedin other aspects of the rule.

3.2 Less significant rules

v Final Rule: Technical Specifications for Submissionsto the Prepaid Account Agreements
Database 15

*  Final Rule: Availability of Funds and Collection of Checks (Regulation CC) 16

 This list includes less significant rules, and it is not compre henswe. This st may exchide certain non-major rules,
proposed rules, procecuralvules, and o ther miscellaneous routine rules such as annmual threshold adjustments,
More tnformation about the Bureau's rulemaking activities is available in the Unified Agenda at
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*  Final Rule: Home Mortgage Disclosure (Regulation C)-2019 Final Rule 17

*  Proposed Rule: Home Mortgage Disclosure (Regulation C) 18

3.3 Significantinitiatives

*  Home Mortgage Disclosure Act Data Release. Tn August 2019, on behalf of the Federal
Financial Institutions Examination Council (FFIEC), the Burean released dataon
mortgage lending transactions at U.S. financial institutions covered by the Home
Mortgage Disclosure Act(HMDA). Covered institutionsinclude banks, savings
assoeiations, credit unions, and mortgage companies. The loan-level HMDA data
covering 2018 lending activity includes lending activity submitted to the Bureauthrough
August 2019, Many of the data points are available forthe first time in the 2018 HMDA
data. Certainsmaller-volume financial institutions are not required to report all these
data, pursuantto the Economic Growth, Regulatory Relief, and Consumer Protection Act
(EGRRCPA). The Bureau released with these data two reports. The first Data Point
articleis the secondin an annual seriesof Bureanarticles describing mortgage market
activity overtime. [tsummarizesthe historical data points in the 2018 HMDA data, as
well as recent trendsin mortgage and housing markets. 1 The second Data Point article
introducesthe new and revised data pointsin the 2018 HMDA data and providessome
initial observations about the nation's mortgage market in 2018 based on those new or
revised data points. 2

*  Credit Card Marke! Report. Every two years, the Bureaureportson thestate of the
consumer creditcard market.>' Thereportfor 2019 covered how consumersuse cards,
the price they pay for using them, the availability of credit cards, the practices used by

. consumerfinance, qou/pelicy-comphance motice-opportun ities-comment /archive-closed home-
COSWLCTRg Ao

wconsumerfinance. gon/daia:research research-reports/data-naint:

2 In 2009, the CARD Act made substantial changes to thelegal requirements applicable to thecredit cardmarket,
with Section 502 ofthe CARD Act also requiring that a report be issued every tw o years with respect to the
market.

16 SEMI-ANNUAL REPORT OF THE BUREAU, FALL 2018



110

credit card companies and debt collectors, academicliterature on the possible effects of
the CARDAct, and innovationinthe credit card market. 2

*  Research Reports. Duringthe reporting period, in addition to the HMDA datareports
and the Credit Card Markel Report, the Bureau released the following research reports:

o Quarterly Consumer Credit Trends: Timing of Applications for Consumer Credit.
This reportexploresthe relationship between fluctuations in consumers’ eredit
scoresand the timing of consumers’applications for credit =

o Datapoint: Credit card revolvers. Thisreportstudies patterns of revolvingand
repayment of credit card accounts in the United States and examines how often
balances are revolved onan account, or borrowed, howlong balances are revolved,
and how regularly they are paid down. %

o Market Snapshot: Third-Party Debt Collections Tradeline Reporting. Thisreport
provides a basicoverviewof third-party debt collections eredit reporting tradelines.2s

o Planning for tax-time savings. This report presents the results of a large-scale field
experiment that the tax preparation company H&R Block conducted in collaboration
with the Bureau. The field experiment investigated whether customers could be
encouraged, through consumer communications with and without the offer of asmall
financial incentive, to use a savings feature on a prepaid card tosave a portion of
their tax refunds from all sources, including state and federal refunds. %

o Credit Characteristics, Credit Engagement Tools, and Financial Well-Being. This
reportpresents resultsfromajoint researchstudy between the Bureau and Credit
Karma. The purpose of the study is to examine how consumers'subjective financial
well-being relates to objectivemeasures of consumers'financial health, specifieally,
consumers’credit reportcharacteristics. The study also seeks to relate consumers’
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subjective financial well-being to consumers’ engagement with financial information
through educational tools.

o Quarterly Consumer Credit Trends: Consumer Bankruptey, BAPCPA, and the
Great Recession. Thisreportexplores howthe volume and ty pes of bankruptey
filings have changed throughout the period 2001-2018, whichincludes the
Bankruptey Abuse Prevention and Consumer Protection Act (BAPCPA) and the Great
Recession. The reportconsiders changesin theattributes of bankruptey filers by
analyzing creditscores and the amount of debt consumers hold prior to
bankruptcy. 2

*  Bureau SymposiaSeries. Director Kraningerannounced asymposiaseries to explore
consumer protectionin today’s dynamic financial services marketplace. The seriesis
aimed at stimulating a proactive and transparent dialogue to assist the Bureauin its
policy development process. Two symposia were held during the reporting period, the
firstaddressing abusive acts and practicesin Section 1031 of the Dodd-Frank Act, and
the second addressing behavioral lawand economics.

*  Request for Information: Remittances. In April 2019, the Bureauissued a Request for
Information (RFI) seeking information on two aspeets of the Bureau’s Remittance Rule.
First, the Bureau asked for information to determine whether to propose changes to the
Rule given the impending expiration of a temporary exception, which permits depository
institutionsunder certain circumstances to estimate certain fees and other costs when
providingdiselosures, Second, the Bureau asked forinformation to determine whether
topropose changes tothe Rule’s safe harbor for determining whether a provideris
engaged in providing remittancesin the normal course of business, 2

* Advance Notice of Proposed Rulemaking: Home Mortgage Disclosure Act. In May
2019 the Bureauissued an Advance Notice of Proposed Rulemaking (ANPR) seeking
information to determine whether to propose changesto the data points that the
Bureau's2015 HMDA rule added to Regulation C orrevised torequire additional
information. Additionally, the Bureausolicited comments relating to the requirement
that institutionsreport certain business- or commercial-purpose transactions under
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Regulation C. The ANPR seeksinformation regarding the costs and benefitsof these
data points, 2

*  Advance Notice of Proposed Rulemaking: Ability-to-Repay and Qualified Mortgages.
InJuly 2019 the Bureauissued an ANPR asking forinformation relating to the
expirationof the temporary GSE provision of the Bureau's Ability-to-Repay and
Qualified Mortgage Rule. Under that provision, mortgageswhich areeligible for
purchase or guarantee by one of the Government-Sponsored Entities and which satisfy
certainstatutory crileria relating primarily to features of the mortgage ave generally
deemed to be Qualified Mortgages (QMs). This provisionisscheduled to expirein
January 2021, and the Bureau's ANPR soughtinformation to determine whetherto
propose changesin the general definition of QM consideringthatexpivation. 3

v Section 610 Reviewof Significant Rules. InMay 2019 the Bureau published a plan for
the review of rules which have a significant economic impactona substantial number of
small entities. 3* These reviews are required by Section 610 of the Regulatory Fexibility
Act. The Bureauinvited public commentonits plan. Concurrently with the publication
of this plan, the Bureaulaunched a Section 610 reviewof a rule regulating overdraft
services which the Federal Reserve Board adopted in 2009 and invited public comment
with respect to the reviewof that rule. 2

* Final Policy Guidance: Disclosure of Loan-Level HMDA Data. * In December 2018,
the Bureau issued final policy guidance describing modifications that the Bureauintends
toapply to theloan-level data that financial institutions report under HMDA and
Regulation C before the data are disclosed to the public. These modifications are made if
the Bureau's disclosure of the unmodified data would create risks to applicant and
borrower privacy thatare notjustified by the benefits of such disclosure to the public.

*  Advance Notice of Proposed Rulemaking: Residential Property Assessed Clean
Energy. % Section307 of the EGRRCPA amends the Truthin Lending Act (T1LA) to

e comsnnelinanoe. aoelicu-compliny
definitron-wngder-truth

https:wwconsimerfinance qov/policw-compliznoe/mulemaking/rules-under-deuelopinent faduanoe-natice:
prapgsed-rulmakng-nesklentioknropertu-assessadelmn-energu-fingusing
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mandate that the Bureau prescribe certain regulations relating to “Property Assessed
Clean Energy” (PACE)financing, InMarch 2019, the Bureauissued an ANPR on PACE
financing to facilitate the Bureau’s rulemaking process. Asdefined in EGRRCPA Section
307, PACE financing results in a tax assessment on a consumer’s real property and
covers the costs of homeimprovements. The required regulations must carry outthe
purposesof T1LA'sability-to-repay (ATR) requirements, currently in place for residential
mortgage loans, with respect to PACE financing, and apply TILA's general civil liability
provision forviolations of the ATR requirements the Bureauwill prescribe for PACE
financing, The EGRRCPAdirects thatsuch requirements account for the unique nature
of PACE financing.

* Assessments of Significant Rules. Section 1022(d)ofthe Dodd-Frank Actrequiresthe
Bureau to conduet an assessment of eachsignificant rule or orderadopted by the Bureau
under Federal consumer financial law.

o Remittance Rule assessment report. 3 InOctober 2018, the Bureau published the
findings of the assessment of the Remittance Rule, which took effecton October 28,
2015, Ingeneral, the Remittance Rule gives certain protections to consumers that
send remittance transfers from the United States to anothercountry.

o Ability to Repay and Qualified Mortgage Rule assessment report. 3 The Burean
issued the Ability to Repay and Qualified Mortgage Rulein January 2013 to
implement provisions of the Dodd-Frank Act that require lenders, before makinga
residential mortgage loan, to make a reasonable and good faith determination based
on verified and documented information that the consumer has a reasonable ability
torepay the loan. The rule took effectinJanuary 2014. The assessment, issuedin
January 2019, used a range of data sources, includinga unique data set the Bureau
assembled for purposes of this assessment, to comprehensively examine the extentto
which therule has affected consumers’ aceess to credit and the cost of eredit.

o 2013Real Estate Settlement Procedures Act (RESPA) Mortgage Servicing Rule
assessment report. ¥ The Burean issued the RESPA Mortgage Servicing Rulein
January 2013 toimplementcertain provisions of the Dodd-Frank Actimposing new
obligations on mortgage servicers who are generally responsible for billing borrowers
foramounts due, collecting payments, disbursing funds, and providing customer

 ups: /)

v consumerfinanoe.qou data-research/researchreports/remittan ce-rule-assessment-repart/,
¥ lttps et
moriggge

8 Rt e consumantinanee. aundata-raseanch/nseareh eparts A S Ar s R s sesament:

mponts
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service. The rulealso added new protectionswhich the Bureau deemed appropriate
ornecessary tocarry out the consumer protection purposes of RESPA. Thisrule took
effectin January 2014. The assessment, issued in January 2019, useda range of
data, including a unique data set the Bureau assembled, to examine how the rule has
affected the experiences and outcomes for consumers, with a particular focuson
those who fall behind on theirmortgage payments.

*  Trial Disclosure Programs.* InSeptember 2019, the Bureauissued its revised Policy to
Encourage Trial Disclosure Programs (Policy). Because the Bureau had not permitteda
single trial disclosure program under the original 2013 version of the Policy, the Bureau
determined revisions were necessary. The Bureau voluntarily sought public commenton
the revised Policy proposalin September 2018 during a 30-day comment period and
receivedapproximately 30 distinet comment letters froma broad array of stakeholders,
including consumer advocacy groups and civil rights organizations, industry trade
associations andindividual financial service providers, andstate attorneys general and
associations of state regulatory agencies. The Bureau gave each commentcareful
consideration and adopted several of the suggested changes designed toimprove the
Poliey. The Bureauis now accepting applications under the revised Policy.

*  No-Action Letters. 4 InSeptember 2019, the Bureau issued its revised Policy on No-
Action Letters. The Burean determined thatrevisions to the original 2016 Policy were
necessary because the Bureau had issued only one no-action letter under the 2016 Policy.
Therevised Policy brings the Bureau’s program morein line with certain features of no-
actionletter programs successfully operated by other Federal agencies. The Burean
voluntarily sought commentduringa 60-day comment period on a two-part proposal to
(i) revisethe 2016 Policy on No-Action Lettersand (if) create a Product Sandbox and
received approximately 30 distinet comment letters froma broad array of stakeholders;
including consumer advocacy groups and civil rights organizations, industry trade
associations and individual financial service providers, and state attorneys general and
associations of state regulatory agencies. Upon careful consideration of comments
received, the Bureau elected toseparate the two-part proposal into distinet final
policies—the revised Policy on No-Action Lettersand the Policy on the Compliance
Assistance Sandbox (discussed below). The Bureanis nowacceptingapplications for No-

® https./Ailes.consumenfinance.aou/f/docwnents/cfph_final-policy-to-encourage-tdo.pdf,
+° httns. s consunedtinanen aondldpsuments oo Sinaknaliu-annoodiowletiaspdl
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Agtion Letters (NALs)under the revised Policy and has granted two NALs and a NAL
template under the revised Policy to date.

*  Compliance Assistance Sandbox. #* In September 2019, the Bureau issued its Policy on
the Compliance Assistance Sandbox (CAS Policy). The Bureau proposed the CAS Policy
to address stakeholder demand for formsof compliance assistance that provide greater
protection from liability thanis provided by no-action letters. Under the final CAS
Policy, innovatorscan apply foran approval that provides a safe harbor from liability for
conductcompliantwith the law under certain statutes within the Bureau’s jurisdiction.
The Bureauis now acceptingapplications for approvals under the CAS Poliey.

*  ACFIN. The American Consumer Financial Innovation Network (ACFIN )is a network of
federal and state officials and regulators seeking to facilitate consumer-beneficial
innovation. Launchedin September 2019 by the Bureau and state partners, ACFIN
benefits consumers by enabling federal and state officials to coordinate efforts to
facilitate innovation and further shared objectives such as competition, consumer access,
and financialinclusion. ACFIN members hold jointOffice Hours programs and share
information oninnovation-related matters, asappropriate. ACFIN members may also
coordinate on No-Action Letters or Sandbox trials.

* GFIN. The Bureauis alsoa coordinating member of the Global Financial Innovation
Network (GFIN), an organization of over 50 regulatory agencies worldwide working
togetherto support financial innovation in the interestof consumers. Formally launched
inJanuary 2019, GFIN seeks to: (a) actas a network of regulators to collaborate and
share experiences oninnovationin respective markets, includingemerging technologies
and business models; (b) providea forum for joint poliey work and discussions; and (c)
givefirms an environment that allows for trials of cross-border solutions.

= TechSprints Request forInformation. #* InSeptember 2019, the Bureauissued an RFI
seekingcomments and information to help the Bureau identify opportunities to utilize
Tech Sprintsto encourage regulatory innovation and collaborate with stakeholdersin
developing viable solutions toregulatory compliance challenges. 2 The information
providedwill help the Bureau identify howstakeholders can work together tocreatea
regulatory environment (1)thatallows innovation to flourish, isflexible, efficient, and

# hitps: s comsumerfinance gow/fidocuments/oloh fnaknolby-on-om pdl

(files. consumerfinance gov fdoauments/ofoh_rfi tech-sprints pdf, Foradditionalinformation, see infra
Section 8.3.1.

3 hitps. /fles. consumerfinance gou f/documents/ofph_rfi_tech-sorts ndf, The deadline for submission of
d information closedon November g, 2019, and the Bureau is currently considering the responses

recetved
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effective;(2) where new and/or emerging risks can be identified and managed
effectively; and (3) where consumers have the appropriate level of protection and
suitable access to the benefits of technological advancement. The information may also
help identify responsible innovations that can be implementedin a consumer-friendly
way to helpserve populations currently underserved by the mainstream eredit system.

= Start Small, Save Up Initiative. #4 Inthe previousreporting period, the Burean launched
the StartSmall, Save Upcampaign. The initiative aims toincrease people’s opportunities
tosaveand empower them to achieve theirsavings goals as a step to improved financial
well-being. ThroughStart Small, Save Up, the Bureauis making a commitment to
helping consumers build emergeney savings over the next few years by working with
employers to prioritize emergency savings and automated solutions in the workplace;
engaging with partnersto highlight emergency savings productsthat work and make
more aceessible products available; and partnering with trusted community institutions
totailorsavings solutions to unique andiences. The Start Small, Save Upinitiative
includes a robust research and evaluation component to ensure the Bureau is learning
aboutits own efforts, as well as the efforts of others who are also working toward a
similar goal of helping consumerssave. Theinitiativeis also advancing the Start Small,
Save Up message in the national and local dialogue throughseveral partners and directly
to consumers through various channels. For example, the Start Small, Save Upwebsite
has toolsand resources to help people get started with saving. Additionally, the Burean
launched the CFPB Savings Bool Camp, a multi-week email course to guide people
through the fundamentals of saving, The Burean also released the fourthin a series of
bookletsforsocial services providers to talk with people about money topics thatare
important tothem: Building your Savings? StartwithSmall Goals. The booklet
contains colorful, engaging tools to support people in setting savings goals, preparing for
the unexpected, findinga place tosave, and making the most of tax services providers,
financial coaches, and financial educators.

*  Reporting of Suspected Elder Financial Exploitation by Financial Institutions. 45 In
2016, the Bureau released an Advisory for Financial Institutions, whichincludes a
comprehensive set of voluntary recommendations for preventing and responding to
elder financial exploitation. InJuly 2019, the Bureau updated the advisory, buildingon
earlier recommendations and its recent research on Suspicious Activity Reports (SARs)
on Elder Financial Exploitation (EFE). The update provides newinformation about

M hitps ./ nsumerfinance, qou /sto up.
5 fitns. Louiw consumerfinance. aon/data-resenrch mwrvh IR, r\“mwa suapc etedglderfnanemk
exploitation-fin %
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reporting EFE based on federal and state law changes. The new analysis of currentlaws
aims to help financial institutions in their effortsto combat elder fraud.

*  Misadventuresin Money Management for Active Duty Servicemembers. The Bureau
made Misadventuresin Money Management (MiMM}available for active duty
servieemembers reporting to their firstservice station. MiMMis an online training that
engages servicemembers with real life financial choicesina fun and interactive manner
and providesa just-in-time financial curriculum. MiMMis also available to future
servicemembersin the Delayed Entry Program (DEP), as well as future leadersin the
Junior Reserve Officers’ Training Corps (JROTC)and Reserve Officer Training Corps
(ROTC).

*  Managing Someone Else’s Money guides. ** The Burean made its Managing Someone
Else’s Money guides available for co-brandingso thatbanks, credit unions, legal services
programs, areaagencieson aging, and other service providers can add a logo to the
coversof the booklets by followinga few stepslisted on the Bureau's website. These
guides provide practical guidance to the millions of Americans who manage money and
property forsomeone unable to do so independently.

*  ClassroomActivities for Teaching the Building Blocks of Finaneial Capability. 7 The
Bureaulaunched a setof activities for middle school teachers to incorporate lessons into
the classroom that support the development of financial skills. The middle school
activities are available alongside the activities for highschool teachers that were
launchedin late 2018. These activities are based on the building blocks foryouthto
develop financial capability inadulthood. Childrenand youthneedto developall three
of the interconnected building blocks to support financial capability in adulthood. The
building blocks tive function; financial habits and norms; and financial
knowledge and decision-makingskills. The searchable teacher platformon
consumerfinance.gov includes 105 specific classtoom activities for high sehool teachers
Lo use with theirstudents,

= YourMoney, Your Goals. *¥ In FY 2019, the Bureau's financial empowerment program
for front-line staffand volunteers enteredits seventhyear. Your Money, Y our Goals
providesasuite of financial empowerment tools and resources that frontline staffand
volunteers can use to build their own financial skills and confidence and tostart money
conversations with the people they serve. The Burean uses a train-the-trainer model to
provide training and technical assistance to helpan annual cohort of organizationsbuild

8 htips
7 hitps
# htips

consumenfinanee.qou/cobrandM SEM
sorsumenfinanes. gonprmtiioner-resouses dourfnmeinkadieatindench/activitis.

consumerfinance. gou/procdisner-resources your-manay-your-goals/,
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capacity tointegrate Y cur Money, Your Goals tools and information into their work.
From 2015 through September 2019, nearly 50,000 front line staff and volunteers have
been trained touse Y our Money, Your Goals, and conservative estimates indicate that
the program has been used with more than one million consumers. Thesuite of
materials now includes the core toolkitand training materials; companion guides that
focus on money topics specific to Native communities, people with eriminal records, and
people with disabilities; and fourissue-focused booklets, “Behind on bills?”, “Debt
gelting in your way,"“Wantcredit towork foryou?” and “Building Y our Savings?”

*  Financial Well-Being of Veterans report. ¥ The Burean'sreviewof the dataabout
veteransin the financial well-being survey found that veterans reported higher levels of
financial well-being than the average U.S. adult. However, theanalysisalso found that
veterans, likeother U.S. adults, have financial experiences thatare negatively associated
with financial well-being, including having studentloan debt; using non-bank, short-
term eredit products; and being contacted by adebtcollector. The analysissuggests that
forveterans, asfor the general population, there s a pathway from financial skill to
financial well-being.

= Convening Community to Build Elder Fraud Preventionand Response Networks
report. 5° This report describes the Bureau-facilitated convenings in Florida, Oklahoma,
Tennessee, Montana, and Oregon, which have sparked the ereation of new elder fraud
prevention and response networks or have enhanced existing networks, Thelessons
learned from these pilot conveningscan help other communities develop networks that
improve coordinationand collaboration between responders and service providers to
protect older people from financial harm.

* A Review of Youth Financial Education: Effects and Evidence.5* Thisliterature review
was issued to help education policy makers, program leaders, financial educators, and
academic researchers make evidence-informed policy, programming, and resourcing
decisionsabout school-based financial education.

= Youth Financial Education Research Priorities report. 3 Thisreportlays outkey
unanswered research questionsin youth financial educationidentified by arange of
stakeholders. The goalis to encourage investigation into these questions to point the

v/ consumerfinance. qou/data:resenrch/research-reparts fnnciabwel-being- e terans..
aldder-frod:

e merlinan e, goy research-reparts/convening-conmani:
inn-qnd-resnanse-nelnarkel

isumerfingnee. gov/data-research /research-reports/review-youth-fancial-education effects:

25 SEMRANNUAL REPORT OF THE BUREAL, FALL 2018



119

way towards evidence-based solutions that are effective, scalable, andinvite
implementation.

" G Complaint Database. In September 2019, the CFPBannounced that it will
continuethe publication of consumer complaints, data fields and narrative descriptions
through the Bureau's Consumer Complaint Database while making several
enhancementsto the information available to users of the database. The Bureaualready
made changes to its website to:

o More prominently display disclosures makingitclear that the Consumer Complaint
Databaseis nota statistical sample of consumers’ experiencesin the marketplace;

o Highlight the availability of answers to common financial questions for consumers to
help inform them before they submita complaint; and

o Encourageconsumers to contact the financial company directly to get answersto
theirspecific questions.

Tofurther enhance the database in 2020, the Bureauwill:

o Buildand launch dynamic visnalization tools including geospatial and trend views
based on recent complaint data to help users of the database understand currentand
recentmarketplace conditions; and

o Emphasize features for aggregationand analysis while continuing to makeall the
underlying data available for analysis. 3

*  Private Education Loan Ombudsman. The position of the Private Education Loan
Ombudsman was filled.

= Memorandumof Understanding (MOU) with the Department of Education
(Department). The CFPEand the Department initiated the interagency processto
reestablish the MOU regarding complaints. The agreement will reflect the coordination
between the two agencies under the terms of the Consumer Financial Protection Actand
the Higher Education Actand s designed to coordinate efforts to informally resolve
complaints regarding Federal and private educationloans.

= MOU with the Federal Trade Commission (FTC). # The CFPBand the FTChave
reauthorized theirMOU. The agreementreflects the ongoing coordination between the

# More information canbe found heve: htps. [Apww consumenfmnmce gov/about-us/nawsropm /divector:
Kraninacrs-srershatonal-consuner-smpeverment-oonbiencel

 fttps./ffles.consumerfinance gou/f/doquments/cfeb_fie_memo-ofamderstanding 2019-02 pdf

26 SEMRANNUAL REPORT OF THE BUREAU, FALL 2019



120

two agencies under the terms of the Consumer Financial Protection Actand is designed
tocoordinate effortsto protect eonsumers and avoid duplication of federal law
enforcementand regulatory efforts.

*  Outreach. From April to September, the Director engaged with a broad range of the
Bureau'sstakeholders. InApril, she delivered herinaugural speech at the Bipartisan
Policy Centerin Washington, DC, at which she announced a symposia seriesover the
comingyear. The Director’sinaugural speech was followed by speaking engagementsin
Los Angeles, CA; Denver, CO; San Antonio, TX; New Orleans, LA; and Chicago, L. She
also participated in a wide array of events and meetings with Bureau stakeholdersin
these cities as well as in Anstin, TX; 5t. Lonis, MO; Asheville, NC; Bristol, TN; and
Milwaukee, WL InMay, the Bureau held a field hearing on debt collectionin
Philadelphia, PA, that was open to the public and featured testimony from experts,
practitioners, andadvocates. InSeptember, the Bureauissued revised innovation
policies atan eventin Atlanta, GA. Additionally, at CFPBHeadquartersin Washington,
DC, the Bureau held two Hill Day events, onewith Members of Congressin May followed
by anotherwith Congressional Staffersin September. InJune, the Bureau hosted the
membersof the Consumer Advisory Board (CAB), the Community Bank Advisory
Council (CBAC), and the Credit Union Advisory Council (CUAC) for theirin-person
meetings. InMay, the Burean held a conference call with the membersof the Academic
Research Council (ARC).

= Enhancements to the Bureau's Advisory Committees:

o TheCAB, CBAC, and CUACwill continue theirjoint public meetings. The ARCwill
meetseparately, in-personand twicea year. Additionally, the ARCwaselevatedtoa
Director-level advisory committee. The membership terms for the committees were
extended from a one-year term to two-year terms, and the terms were staggered.

o Inadditionto a Chair, each committee will be assigned a Vice-Chair. Both the Chair
and the Vice-Chairwill serve a one-year termin their respective positions, with the
Viee-Chairassuming the Chair the followingyear. The Bureaualsoannounced the
opening of the application window for new advisory committee members.

*  Other Guidance Documents. The Bureau also issued the following guidance documents
overthe pastyear:

55 The Bureau postsmany di relating t phionce and guidance onits website at
hutps Lwwconsimertinanee. gon/policu-compliance/quidayce/. Forthe purpose of this Semi-Annuel Report,
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o Winter2019Supervisory Highlights %
o Summer 2019 Supervisory Highlights

o Statementon Collection of Demographic Information by Community Development
Financial Institutions

o Automobile Finance Examination Procedures %

o Equal Credit Opportunity (ECOA) Baseline Review Examination Procedures
o HMDA Examination Procedures &

o Prepaid Account Examination Procedures

o Short-Term, Small-Dollar Lending Examination Procedures

o TILAExamination Procedures®

o Electronic Fund Transfer Act(EFT A) Examination Procedures

o CFPE Supervision and Examination Process

the term “guidance”is
regulated entities.

® hitps. e commmeninnes aou . docnenta v superviser-hiahfiohts. e osagnd
 https..fles. consumerfinance, qow/fdocuments/ofvb_supervioryhiMiohts Lsueo oeaoio pdf
les.comsumerfinanes gon/Lpcunents/2oi00fer_ofvh statement-an-collectiondemographics

Tly ta refer broadlyto d " i inform

* hitps:. s comumerfinmes gonfideaments aioed. o autemeble-fnmeecmminatin-peaedires pdf

@ hitps./ fles conmmerameegonfdooments ofih sipervisionandemmingtion-mmuel_oonchasding:
fxam-precedures 2019:04.pd0

8 hitps ./ files consumerfinance. aou/f documents/ofbhsuperysrandtemmmation-manyalhmda-exan:
pracedures. 2019:04,p0f

© hitps./ s comumerinancs.aon fidocuments/oleh supervsion-and-emmination-manual prepaid-acount:
sxamareendires il

8 hitps. ks comumerfinamen aon i dp.oenenta/olph_pavdoy. manual revisenspdt
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o Examination Report Template

o Supervisory Letter Template *

3.4 Plan for upcoming initiatives

*  SymposiaSeries. The Bureauwill hold two more symposiain its symposia series during
the firstsix months of FY 2020. The first will address the topic of small business lending
and Section 10710f the Dodd-Frank Act® and the second will address consumer access
tofinancial dataand Section 1053 of the Act. 7 Future symposia will address cost-
benefitanalysisand the disparate impact doctrine under the ECOA. The symposiaseries
will be opento the public and webeast on the Bureau's website. *

= CFPB-FICWorkshop. The Bureauand the FTCwill hold a workshop on credit reporting
accuracy. ™

= Research Reports. The Bureauwill release several research reports in the firstsix
months of FY 2020. These willincludea reporton the experience of studentloan
borrowers using income-driven repayment plans; a report on public records, credit
reports and credit performance; anda reporton small business lending before, during
and afterthe Great Recession; and a reporton applications for mortgages. 73

(documents/ofh ex@mination-epent template ndf

“ﬁlﬂﬁ;.‘.-ﬂr.s,mu.s,uim’mr;n’.nnsaimmimﬁ.m.amwﬁmﬂmﬂmmm gL ST
letter_template.pdf

601510 8.0 16010-2
P12 U.8.C 5533 Additional activity has ocowrred withthis m atters ince the endofths reporting period On
November13, 2019, the Bureau held a symposium with respect to Section 1071. A wideo of that symposium is

avadable at )it v consumerfinance gav/about-us fevents/archive-past-events/cfob-symposium.section-
1071 -dodd-fi

™ Additional activity has ccewrredwith thes matter since theend of thisreporting period. More mformationcanbe
Sound here: hitps./ luwi.conswnerfinance g0 /chout-ts/newsronm LA IoUICH - SUMIOSI S s,

7 Additional edwith thismattersince the end of this reporting perwod. On December 1o, 2019,
the Bureau and m:'eon vened this workshop on credit reporting aceuracy. The agenda for that workshop &5
avadable at lifps. v s consunsrinaneeany/ abantusawsroan sbhamameesnanss frfbfie
ﬁfsmm; CORSWNSTIS PG erkshan,, Thevideo and transeriptfrom that workshop are avalableat
hitp: e nts, evenS-calendar/aeourany consumerreperimg-werkshon.,
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= Research Conference. The Bureauwill hostits fourth research conference. The
conference willinclude six sessions atwhich leading researchers will present research
papers as well as a poster session and a keynote address. 74

= Section 610 Review. The Bureau will complete a review, under Section 610 of the
Regulatory Flexibility Act,?s of an overdraft regnlation promulgated by the Board of
Governors of the Federal Reserve Systemin 2009, The reviewwill consider whetherthe
ruleshould be continued without change, or should be amended or rescinded, consistent
with the stated objectives of applicable statutes, to minimize any significant economic
impactofthe rule upon a substantial number of small entities. The Bureauwill
announce the outcome of the reviewin the Spring 2020 Unified Agenda. 7¢

*  TRID Assessment. The Bureauwill issue an RFT seeking public input to inform the
Bureau'sassessment of the effectiveness of the TILA-RESPA I ntegration Disclosure Rule
(TRID)in, among other factors, meeting the purposes and objectives of Title X of the
Dodd-Frank Actand the specific goals stated by the Bureau, and, subject to receiving
approvalfrom the Office of Management and Budget pursuant to the Paperwork
Reduction Act, the Burean will conduct an industry survey as partof the assessment.
Thatassessment, which is being conducted pursuant to Section 1022(d) of the Dodd-
Frank Act, will be completed in Fall 2020.77

= Abusiveness. The Bureau will publisha Policy Statement with respectto the manner in
which the Bureau will apply the abusiveness provision of the Dodd-Frank Actinits
supervisory and enforcement work. This Policy Statement will provide much needed

researey/research-reports/ auarteri-consumer-eredit-trendds-public-recondsmedit-scones-and-oredit:
performa

A Additional activity has occurredwith this matter smoe the end of this reporting period. On December12-13, 2019
the Bureau hostedtheresearch conference. The agendaforthat conferenceis avaiable at
(i o !

hitp:
BsUS.C 610

™ Adddional activity has occurredwith this mattersmee the end of this reporting period. The review was
completed m November 2019,

77 Additional activity h redwith this mattersincetheend of this reporting period. In November 2019 the
Bureau releasedthe TRIDRF, w hichis avadable at
hitps.fwwne federalregister. aoy/dociments 2019/11 /22, 2019-25260/ request-for-mformation-regardig-the.
intearated:montaqoe-discharesander-the-reol-estate. In October 2019, the Bureau publis hed in the Federal
Registertherequestforapproval of the TRID survey
hutp: ralreqister, aou/d: 5/2019/10/18 2onq:220 7 (agencyinformation-collection activities:

bereew-mmment:teaues,
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guidance to the market with respect to the Bureau's approach to this novel provision of
the Dodd-Frank Act. 78

*  MOU with the Department of Education (Department). The CFPBand the Department
initiated the interageney process to reestablish the MOU regarding oversight of
compliance obligations. The agreement will be designed to coordinate efforts to oversee
regulated entities and proteet consumers.

*  Start Small, Save Up. The Bureauplans to host a convening with several financial
institutionsto engage them in a dialogue about helping consumers and their workforce
build emergency savings, exploting new research opportunities, understanding
successful ways to market savings solutions to consumers, and seeking opportunities to
collaborate with the Bureau on these efforts, The convening will be a firststepin a series
of diseussions with financial institutions about how they can participatein Start Small,
Save Up. 7% A major goal of the Start Small, Save Upinitiativeis to encourage emergency
savingin the workplace by engaging partner employersaswell as the Burean'sown
workforce. To make the Bureaua model workforee, beginning in early 2020, itwill
encourage the CFPBworkforce tosave for the unexpecled through the allotments
programor other antomated tools. By implementingsuch a program at the Bureau, staff
working on StartSmall, Save Up can better understand the inherent challenges and be
able tooffer lessons-learned to partner employersas the Bureau engages themin pilot
efforts.

* Office of the Chief Experience Officer. The Bureau plans to establish the Office of the
Chief Experience Officer. Thisoffice will focus onimproving ourinternal staff
experience through enhanced operational services enabling the workforce to be more
effective and efficientin meeting the Bureau's mission.

*  Consolidationof Bureau Headquarters. The Bureauis finalizing the consolidation of all
Washington, DC-based staff from two office buildings into one to increase effectiveness
of the organization and to significantly improve the collaboration across all teams and
divisions. Movesare planned to be completedin January 2020,

*  Outreach. In October, the Bureau will welcome the new members of the Advisory
Committees, hostingan orientation and in-person meetingsin Washington, DC.
Regarding upcomingengagements, the Director plans to travel to Las Vegas, NVin

7 Addiional activity h redwith respect to this mater since theend of the reporting perviod. In.January 2000
the Bureau releasedthe statement, which is avatable at j{{ps; sansumease gy ahout:
usewsoan/dib-annawoss-palin:ra@ding:prehbiion: CRIERRG

™ Adduional activity has occurred with this mattersmee the end of this reporting period. More information can be
found here: hitps: /Amune consumenfmance. gov/ahout-1s blog ofpb-hosts-sauigs-summit-to-help -people-save
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October to participatein the Money 20/20 Conference followed by atripto New York,
NY in November to deliver remarks before The Clearing House and Bank Policy
Institute. In December, she plans to speak at the Winter Meeting of The American
Assoeiation of Credit Union Leaguesin Florida followed by delivering keynote remarks at
the National Association of Attorneys General's Capital Forum in Washington, DC.

*  Guidance Documents:
o Annual Report to Congressonthe TILA, EFTA, and CARD Aet

o Fall 2019 Supervisory Highlights Consumer Reporting Special Edition &

o October 2019 Annual Reportof the CFPB Private Education Loan Ombudsman &

3.5 Plan for upcoming rules

The Bureau published ts Fall 2019 Rulemaking Agenda as partof the Fall 2019 Unified Agenda
of Federal Regulatory and Deregulatory Actions, whichis coordinated by the Office of
Managementand Budget. ® Asan independent regulatory agency, the Bureau voluntarily
participatesinthe Unified Agenda. Amongother things, the Unified Agenda lists the regulatory
mattersthat the Bureau reasonably anticipates having under consideration during the period
from October 1,2019, to September 30, 2020,

During the reporting period, the Bureaun was engaged in several rulemakings toimplement
directives mandatedin the EGRRCPA, the Dodd-Frank Act, and otherstatutes. Aspart of these
rulemakings, the Bureau is working to achieve the consumer protection objectives of the statutes
while minimizing regulatory burden on financial services providers, including through
facilitating industry complianee with rules.

Pre-rulemakinginitiatives, as reflectedin the Bureau's Fall 2019 Unified Agenda:

80 Additional activ ity has sccurred with this matter since the end of this reporting period Moreinformationcanbe
Joundhere: hitps.//files consimerfipance aqu Losumentaiefob tilg-sfe-card-ad-muyakrevert_2eio.pdf
The TILA, EFTA, CARD ActReport 8 calendaryear inf ion is meluded in this Fll 2019 Semi-
Annuniﬂppon at Appendic A: Addendum.

fiaddiional activin b

redwith this mattersmeetheend of the period More

found here: ttps: /files consimerfinance g/ fidornmants el superuisory: hmllsr'h s Gsie:20 12 *pmuaf-
& Additional activity ha: redwith thi sicetheend of thereporting period More information can be
found here: h{:m._“ﬂ.}mwwnﬂfnmmm.{ dacmsniz/cfub. anmual-repert_private-education-km:

b,

msunianee.aonabovtnshladnlbagomlemaking-Aaemdal,
& https:/www consumerfinange, gou/policy-comphiance rulmnaking, requlatory -agenda .
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*  Business Lending Data (Regulation B). The Bureauis working to developrulesto
implement Section 10710f the Dodd-Frank Act. Section 1071 amended the ECOA to
require financial institutions to collect, report, and make public certain information
coneerning credit applications made by women-owned, minority-owned, and small
businesses. The Bureau resumed pre-rulemaking activities on Section 1071 In
November2019, the Bureau conducted asymposium on small businessloan data
collection.

*  Higher-Priced Mortgage Loan Escrow Exemplion. Priortothe enactment of the Dodd-
Frank Act, the Board of Governors of the Federal Reserve System (Board) issued a rule
requiring the establishment of escrowaccounts for payment of property taxes and
insurance payments for certain “higher-priced mortgage loans, " acategory which the
Board defined to include what it deemed to besubprime loans. Pursuant tothe Dodd-
Frank Act, the Bureauin 2013 issueda rule creating an exemption from the escrow
requirement forereditorswithunder $2 billion in assetsand meeting other criteria.
Section 108 of the EGRRCPA amended 15 U.S.C. 16394 to direct the Bureau to conduct a
rulemakingto exempt from the escrow requirement loans made by certain creditors with
assets of $10 billion or less and meetingother criteria. The Bureau plansto publisha
notice of proposed rulemaking during FY 2020 concerning this exemption.

*  Property Assessed Clean Energy (PACE) Financing. Section 307 ofthe EGRRCPA
ds the TILA to mandate that the Bureau prescribe certain regulations relating to

PACE financing. As definedin EGRRCPA Section 307, PACE financing resultsina tax
assessment on a consumer’s real property and coversthe costs of home improvements.
Therequired regulations must carry out the purposes of TILA's ATR requirements,
currently in place for residential mortgage loans, with respect to PACE financing, and
apply TILA's general civil liability provision for violations of the ATR requirements the
Bureauwill prescribe for PACE financing. The EGRRCPA directs that such requirements
account for the unique nature of PACE financing. In Mareh 2019, the Bureanissuedan
ANPRon PACE financing to facilitate the Bureau's rulemaking process. The Bureauis
reviewingcommentsitreceivedin response to the ANPRas it considersnext steps to
facilitate the development of a Notice of Proposed Rulemaking,. The Bureauwill
publish a notice seeking public comment with respect to a proposed information
collection relating to PACE financing to furtherinform the Bureau’s rulemaking.

*  Qualified Mortgage Definition Under the Truth in Lending Act (Regulation Z). In July
2019, the CFPBissued an ANPR to solicitinformation about possible amendments to the
qualified mortgage provisions of Regulation Z. With certain exceptions, RegulationZ

8 hitps /s consumenianer. gon/poli-compliancs ukmaking.rulesvnder-deslonment/odwnernation
Bropos e aking-residential-property-assessed-cloan-c nerqy-fmanang..
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requires ereditors to make a reasonable, good faith determination of a consumer’s ability
torepay any residential mortgage loan, and loans that meet Regulation Z's requirements
for “qualified mortgages” obtain certain protections from liability. One category of
qualified mortgages (QMs) covers certain loans thatare eligible for purchase or
guarantee by either the Federal National Mortgage Association (Fannie Mae) or the
Federal Home Loan Mortgage Corporation (Freddie Mac ), known collectively as the
governmentsponsored enterprises (GSEs). Under RegulationZ, this category of QMs
(Temporary GSE QMloans)is scheduled to expire no later than January 10,2021. The
Bureau currently plans to allow the Temporary GSE QM loan category toexpireand will
issue a Notice of Proposed Rulemaking to revise Regulation Z's general qualified
mortgage definition considering this planned expiration. The Bureaualso will propose a
limited extension of the expiration date only as necessary to provide forasmoothand
orderly transition away from the Temporary GSE QM loan category. InJuly 2019,the
Bureauissued the ANPRto requestinformation about issues related to the scheduled
expiration of the Temporary GSE QM loan category. %

Proposed rules for the upcoming period, as reflected in the Fall 2019 Unified Agenda:

*  Remittance Transfers. Section 1073 of the Dodd-Frank Act contains an exception to
disclosure requirements for international remittance transfers that permits insured
depository institutions and insured credit unions in certain circumstances to estimate
certain pricinginformation. Asmandated by statute, this exception will expire on July
21,2020. The Burean willissue a Notice of Proposed Rulemaking, which will propose
changesto the Remittance Rule to mitigate the effectsof the expiration of this exception
and will also prapose an increase in the safe harbor threshold for defining remittance
providers who are notcovered by the Rule.

*  Home Mortgage Disclosure et (Requlation C) Data Collectionand Reporting
Requirements. The Bureauannouncedin December 2017, thatitintends to opena
rulemaking to reconsider various aspects of a 2015 final rule that amended regulations
implementing HMDA. In May 2019, the Bureauissued an ANPR that solicited
comments aboutthe costs and benefits of collecting and reporting the data points the
2015 HMDA Rule added to Regulation C and certain preexisting data points that the

gconamedinanee, v polic-complines mdrmaking ruls-unde-dosoment avalifd:
mertggge: mer-ruffi-lndmg-act-requlation-z.
87 In Decem ber, the Bureau is sueda Notice of Proposed Rulemaking. More information can befound here:
hitps. murfinanee. eou pelici-complinn e, tulemaking, rulss-yunder-deuelopment remittance:
tandfrnda-sleiamcndtrangr-ad-rnauatione.
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2015 HMDA Rule revised. ® The Bureau expects toissue a Notice of Proposed
Rulemakingin July 2020.

* Public Release of Home Mortgage Disclosure Act Data. [nDecember 2018 the Bureau
issued final policy guidance which setsforth the modifications the Bureaunintends to
apply to the loan-level HMDA data before releasing those data publicly. The Bureau
plans to engagein a legislative rulemaking to allow the Bureau to further consider this
issue after receiving further public comment. The Bureau expects to issue a Notice of
Proposed Rulemaking inJuly 2020.

Final rules for the upeoming period as reflected in the Burean's Fall 2019 Unified Agenda:

*  Payday, Vehicle Title, and Certain High-Cost Installment Loans. The Burean
announcedin 2018 thatit intended to open a rulemaking to reconsiderits 2017rule
titled Payday, Vehicle Title, and Certain High-Cost Installment Loans. Therulehas a
compliance date in Augnst2019. The Bureanissueda Notice of Proposed Rulemakingin
February 2019 idering provisions of the rul rning the underwriting of
covered short-term and longer-term balloon payment loans. ®

*  Home Mortgage Disclosure Act (Regulation C). The Bureauissued a Notice of Proposed
Rulemakingin spring 2019 to follow up on a previous temporary adjustment to the
thresholds for collectingand reporting data with respect toopen-end linesof ereditand
toseek commenton adjustments to these thresholds as well as Lo the thresholds for
collectingand reporting datawith respect to closed-end mortgage loans, and to
incorporate an interpretive and procedural rule that itissued in August 2018 toclarify
partial HMDA exemptions created by the EGRRCPA. 9 In the Fall 2019 Unified Agenda,
the Bureau announcedits plans to issue two separate final rules to address different
aspectsof the proposed rule. The firstrule would addressthe proposed two-year
extension of the temporary threshold for collectingand reporting data on open-end lines
ofereditand the EGRRCPA partial exemption provisions and the second rule would

8 https.wwaconsumerfingner. gon/policu-compliones rulenaking, rulsunder-development homemartaogs:

0 More information can
~develo, h
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address the proposed changes to the permanent thresholds for collecting and reporting
data on open-endlines of credit and elosed-end mortgage loans.

9 Additional activity h ,mw.u:hismartmmmhemdoﬂhmpomngpemu‘. In Qctober 2019the
Blrmau:ssnedafma!mh ding fortwo-y nporary thresh "mnirrn,..mtathsmpmgafdﬂa
with mmmmwdh!mfmdr hitnai »'ws&'mmwm.lium
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4. Analysis of complaints about
consumer financial products
or services that the Bureau
has received and collected in
its central database on
complaints during the
preceding year

During the period October 1, 2018, through September 50, 2019, the Bureau received
approximately 342,500 consumer complaints. % Thisis an approximately seven percent
increase from the prior reporting period. % Consumers submitted approximately 85 percentof
these complaints through the Bureau's website and six percent via telephone calls. Referrals
fromother state and federal agencies accounted for seven percent of complaints. Consumers
sitbmitted the remainder of complaints by mail, email, and fax. The Bureau sent approximately
275,600 {80 percent) of complaints received to companies for review and response. 4
Companies responded to approximately 05 percent of complaints that the Bureau sent to them
forresponse during the period. The remaining complaints were either pending response from
the company at theend of the period or did not receive aresponse. Company responses
typically include descriptions of steps taken or thatwill be takenin response to the consumer's
complaint, communications received from the consumer, any follow-upactions or planned
follow-upactions, and a categorization of the response. Companies'responses describe arange

%2 This analysis excludes m ultipl i bmit y a givenconsuneron thesame ssueand whi deblower
tips. The Bureau does not veryy m'.l’rhefam ailoq#d n mmphmnbm takes stepsto confirm a commercial
relations hip between the consumerandthe company. For more mf onowr complaimnt process refer to the
Bureau's website at J{tns ,'.lli:-ll-.\ggl.\'.‘..'l.--‘|'.’uar.l.l|._s' gov;complaint, progess.

% The prior reporting period, April1, 2018, toMarch 31, 2019, reported 321,200 consumer complamts. See
Consumer Far. Prot. Bureau, Semi-A [ Report Spring (et 2019),
https;/Miles. consumerfinance gou/f/documents/cfpb_semi-onnual-report-lo-congress_spring-2019.pdf.

94 The Bureau referred 14 percent of the complaints it receivedto other regulatory agencies andfoundfowr percent
to be incomplete. At the endofthis period, 0.6 percent of complaints were pending with th ando.3
percent were pending with the Bureau. Percentages m ths section of the report may not sum to 100 percent due
to rounding.
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ofrelief. Examples of relief include stopping unwanted ealls from debt collectors; mortgage
foreclosure alternatives that help consumers keep their home; correcting consumers’ credit
reports; correcting account information; and addressing formerly unmet customer service
issues. Ninety-nine percentof companies’ responses to complaints were timely.

When consumerssubmitcomplaints, the Bureau's complaint form promptsthem to select the
consumer financial product or service with which they have a problem as well as the type of
problem they are having with that productorserviee. The Bureauuses these consumer
selections to group the financial products and services about which consumers complain to the
Bureau for public reports. Asshown in Figure 1, creditor consumer reporting, debtcollection,
credit card, mortgage, and checking or savingsaccounts are the most-complained-about
consumer financial produetsand services.

FIGURE 1: CONSUMER COMPLAINTS BY PRODUCT

Creditor censuner reporting [
Debt cotecton I
Credit card [
Mortgage I ™
Checking or savings |
Student ioan g~
Vehide loan or lease g
Money transfer or senvice, virual cumency g ™
Personal loan g '*
Prepaid card jg
Payday loan 2
Credit repair o 2%
Tithe boan |2.7%

Consumer Response analy zes consumer complaints, company responses, and consumer
feedback to assess the aceuracy, completeness, and timeliness of company responses so thatthe
Bureau, otherregulators, consumers, and the marketplace have relevantinformation about
consumers'challenges with financial products and services. Consumer Response uses a variety
of approaches toanalyze cc plaints, including cohort and text analytics to identify
trendsand possible consumer harm. These analyses support the Bureaw’s work tosupervise
companies, enforce Federal consumer financial laws, propose rules, and develop toolsthat help

empowerconsumers to makeinformed financial decisions.

The Bureau also shares cc complaint information with prudential regulators, the FT'C,

T

other federal ies, and state ag

o
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Complaints give us insights into problems people are experiencing in the marketplace and help
us regulate consumer financial products and services under existing Federal consumer financial
laws, enforce those laws judiciously, and educate and empower s tomake informed
finaneial decisions. The Bureaualso publishes complaint data and reports on complaint trends
annually in Consumer Response’s Annual Reportto Congress. %

%5 From October1, 2018, to Septenber 30, 2014, the Bureau published complamt snapshot reports about
i b dm ortgages, and the Office of Servi berAffairs' Annual Report. The Bureaualso
publishes the Conswmner Response Annual Report, provids is 0
reports can beviewed at hims. /v, consumerfinane aov/date-researeh nessarchoreports

more detailedanaly lmints. These
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5. List, with a brief statement of
the issues, of the public
supervisory and enforcement
actions to which the Bureau
was a party during the
preceding year

5.1 Supervisory activities

The Bureau'ssupervisory activities with respecttoindividual institutions are non-public. The
Bureau has, however, issued numeroussupervisory guidance documents and bulletins during
the precedingyear. Thesedocuments are listed under Section 5.5 of this Reportasissued
guidance documents undertaken within the preceding year.

5.2 Enforcement activities %

The Bureauwas a party in the following public enforcement actions from October 1, 2018,
through September 30,2019, detailed as follows and listed in descending chronological orderby
filing orissue date. Thissectionalsoidentifies those actionsinvolving Office of Administrative
Adjudication Orders with respect to covered persons that are not eredit unions or depository
institutions.

Bureau of Consumer Financial Protectionv. FCO Holding, Inc., Fair Collections & Outsourcing,
Ine., Fair Collections & Outsourcing of New England, Ine., FCO Worldwide, Inc., and Michael E.
Sobota (D. Md. No. 8:19-cv-02817-GJH). On September 25,2019, the Bureau filed a complaint
in federal courtin the District of Maryland against Maryland-based debt collectors FCO
Holding, Inc. and its subsidiaries, Fair Collections & Outsourcing, Inc., Fair Collections &

9 Enforcement activity summaries are current asofSeptember 30, 2019, anddo not include activities that ocourred
afterthe reporting period.
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Outsourcing of New England, Ine., and FCO Worldwide, Ine. The Bureau also named Michael E.
Sobota, the chief executive officer, president, director, and owner of FOO Holding, Inc.asa
defendant. The Bureau alleges that FCO violated the Fair Credit Reporting Act (FCRA) and
Regulation Vby failing to maintain reasonable policies and procedures regarding the aceuracy
and integrity of the information it furnishes, including the handling of consumer disputes,
failing to conduct reasonable investigations of certain consumerdisputes, and furnishing
information thatwas alleged to have been the resultof identity theft before itmade any
determination of whetherthe information was accurate. The Bureau also alleges that FOO and
Michael Sobota violated the Fair Debt Collection Practices Act (FDCPA) when FCO represented
that consumers owed certain debts when, in fact, FCO did not have areasonable basis to assert
that the consumers owed those debts. The Bureauseeksan injunction, aswell as damages,
redress toconsumers, disgorgement of ill-gotten gains, and the imposition ofa civil money
penalty. The case remains pending.

Bureauof Consumer Finaneial Protectionv. Certified Forensic Loan Auditors, LLC, Andrew
Lehman, and Michael Carrigan (C.D. Cal. No. 2:19-cv-07722). OnSeptember 6, 2019, the
Bureaufiled a complaintin federal courtin the Central Districtof California against Certified
Forensic Loan Auditors, LLC(CFLA), AndrewLehman (Lehman), and Michael Carrigan
(Carrigan). The Bureaualleges that CFLA and Lehman have engaged in deceptive and abusive
actsand practices and have charged unlawful advance feesin connection with the marketing and
sale of financial advisory and mortgage assistance relief services to consumers, CFLA s a
foreclosure relief services company, and Lehmanis CFLA's presidentand CEO. The Bureau
alleges that Carrigan, who was the Company 'ssole auditor, provided substantial assistance to
CFLA and Lehman. Concurrentwith the complaint, the Bureau and Carrigan filed a proposed
stipulated final judgment and order to resolve the substantial assist laims against
Carrigan; it bans him from providing mortgage assistance relief services or consumer financial
products andservices and imposesa $493,000 eivil money penalty, allbut $5,000 of whichis
suspended based on his limited ability to pay more based on sworn financial statements.

In the Matter of Financial Credit Service, Inc., d/b/a Asset Recovery Associates (File No. 2019-
BCFP-0009)(nota creditunion or depository institution). On August 28, 2019, the Bureau
issued a consent orderagainst Asset Recovery Associates (ARA), adebt-collection company
headquarteredin Illinois. ARA, also known as Financial Credit Service, Ine., collects debts from
consumers throughout the United States. The Bureau found that ARA violated the FDCPA by
threatening tosue or arrest consumers even thoughit did not intend to take such action, falsely
representing to consumers that company employees were attorneys, threatening to garnish
consumers'wages or place liens on their homeseven thoughit did not intend toso do,and
representing that consumers’ credit reports would be negatively affectedif they did not pay,
eventhough ARA does not report consumer debts to credit-reporting agencies. The Bureau
found that these false statements were also deceptive, inviolation of the Consumer Financial
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Protection Actof 2010 (CFPA). Under the terms of the consent order, ARA will pay atleast
$36,800 inrestitution to affected consumersand a $200,000 civil money penalty to the Burean.
The consentorder also prohibits ARA from eontinuing to engagein this conduct and requires
ARA torecord calls with consumers to help ensure collectors do not make false statements in the
future.

In the Matter of Maxitransfers Corporation (File No. 2019-BCFP-0008) (not a credit union or
depository institution). On August 27, 2019, the Bureauissued a consent order against
Maxitransfers Corporation (Maxi), which provides remittance transfer services thatallow
consumers tosend money overseaselectronically. From October2013until May 2017, Maxi
sent approximately 14.5 million remittance transfers forconsumersin the U.S. The Bureau
found that Maxiviolated the EFT A and the Remittance Rule by usinginaccurate langnage in
certain required disclosures, failing to provide other required disclosures altogether, and not
maintaining all the required error-resolution policiesand procedures. The Bureaualso found
that Maxi violated the CFPA by stating to consumers that it was notresponsible forerrors made
by its third-party payment agents whenin fact under the Remittance Transfer Rule a provideris
liable forany violation by anagent when such agent acts for the provider. The consentorder
requires Maxi to pay a civil money penalty of $500,000 and prohibits Maxi from stating that it
is not responsible for the acts of its agents. The consent orderalso requires Maxi to take steps to
improveits compliance management to preventfuture violations of the CFPA, EFTA, and the
Remittance Transfer Rule.

Bureauof Consumer Financial Protectionv. AndrewGamber, Voyager Financial Group, LLC,
BAIC, Inc., SoBell Corp(E.D. Ark. No. 4:19-cv-00565-BSM). On August 14, 2019, the Bureau
filed a proposed stipulated judgment with AndrewGamber, Voyager Financial Group, LLC,
BAIC, Inc., and SoBell Corp., which the court entered on September 4, 2019, The companies
were brokers of contracts offering high-interest credit to veterans and other consumers and
were owned and operated by Gamber. The Bureaualleged that Gamber and his companies
misrepresented to consumers that the contracts the companies facilitate are valid and
enforceable when, in fact, they are void under federal and state law; misrepresented to
consumers that the productis a sale of paymentsand not a high-interest credit offer;

misrey ted to e when they will receive their funds; and failed to inform consumers
ofthe applicableinterestrate on the eredit offer. Theorder bans the defendants from the
industry and imposes a judgment for $2.7 million in redress. Under the order, full paymentof
the redress judgment will be suspended upon paying $200,000 towards redress, and upon
paying $1fora civilmoney penalty to the Bureau, and $75,000 to the State of Arkansas. The
Bureaufiled this complaint in coordination with the Office of the Arkansas Attorney General.

Bureauof Consumer Finaneial Protectionv. Equifax, Ine. (N.D. Ga. No. 1:19-cv-03300-TWT).
On July 22,2019, the Bureau, the Federal Trade Commission (FT'C), and 48 states, the District

42 SEMEANNUAL REPORT OF THE BUREAU, FALL 2019



136

of Columbia, and Puerto Rico enteredintoa global settlement with Equifax that provides up to
$700 millionin monetary relief and penalties. The Bureau filed a stipulated judgment in federal
districtcourtin the Northern Districtof Georgia, which the courtenteredon July 23, 2019. The
Bureaualleged that Equifax engagedin unfair and deceptive practices in connection with the
2017 databreach of Equifax's systems, which impacted approximately 147 million consumers.
Thesettlement with the Bureau provides upto $425 millionin monetary reliefto consumers,a
$100 millioncivil money penalty, and other relief.

Burean of Consumer Finaneial Protectionv. Student CU Connect CUSO, LLC(S.D. Ind. No.
1:19-¢v-02397-JRS-DLP). On June 14,2019, the Bureau filed a complaint against Student CU
ConnectCUSO, LLC (CUSO) along with a proposedstipulated judgment, which the court
entered on June 20,2019. CUSOwas setup to hold and manage private loans forstudents at
ITT Technical Institute. The Bureau alleged that CUSOprovided substantial assistance to ITT
Educational Services, Inc. (ITT)inengaging in unfair acts and practices. Underthe terms of the
stipulated judgment, CUSO must stopcollectingonall outstanding CUSOloans, dischargeall
outstanding CUSO loans, and ask all consumer reportingagencies towhich CUSO furnished
information to delete tradelines relating to CUSO loans. The order alsorequires CUSOto
provide notice to all consumers with outstanding CUSO loans that their debt has been
discharged and is no longer owed and that CUSO is seekingto have the relevant tradelines
deleted. The totalamountofloan forgivenessisestimated to be $168 million. Forty-fourstates
plus the Districtof Columbia have also settled with CUSO on the same terms,

In the Matter of Freedom Mortgage Corporation (File No. 2019-BCFP-0007) (nota creditunion
ordepository institution). On.June 5, 2019, the Bureauissued a consentorderagainst Freedom
Mortgage Corporation (Freedom), which has its principal place of businessin Mount Laurel,
New Jersey. The Bureaufound that Freedom violated the HMDA and RegulationC by
submitting mortgage-loan data for2014 to 2017 that contained errors. The Bureau found that
Freedom reported inaccurate race, ethnicity, and sex information and that much of Freedom's
loan officers’ recordingof this incorrectinformation was intentional. The consentorder
requires Freedom to pay a civilmoney penalty of $1.75 million and take stepsto improveits
compliance management to prevent future violations.

In the Matterof ServisOne, Inc.,d/b/a BSI Financial Services (File No. 2019-BCFP-0006) (not
acreditunion or depository institution). On May 29,2019, the Bureanissueda consent order
against BSI Financial Services (BSI ), amortgage servicer headquarteredin Irving, Texas. The
Bureaufound that BSI violated the CFPA, RESPA, and TILA by handling mortgage servicing
transfers with incomplete orinaceurate loss mitigation and escrowinformation; inadequately
overseeingservice providers; failing to promptly enter interest rate adjustment loan data for
adjustable rate mortgage loans intoils servicing system; and maintaining an inadequate

d t gementsystem. Th t order requires BSI to pay a civil money penalty of
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$200,000and restitution estimated to be at least $56,500. BSI must also establish and
maintain a comprehensive dataintegrity program to ensure the accuracy, integrity, and
completenessof the data for loans that it services and implement an information technology
plan to ensureits systems comply with Federal consumer financial laws.

Bureau of Consumer Financial Protection v. Forster& Garbus, LLP (E.D.N.Y. No. 2:19-cv-
02028). On May 17,2019, the Bureau filed a complaintin the federal districtcourtin the
Eastern District of NewYork against Forster & Garbus, LLP, a New York debt-collection law
firm. The Bureau alleges that Forster & Garbus violated the FDCPA by representing to
consumers that attorneyswere behind its lawsuits when, in fact, attorneys were not
meaningfully involvedin preparingor filing them. The Bureau alsoalleges that Forster &
Garbusviolated the CFPA’s prohibition against deceptive acts and practices by makingsuch
representations to consumers through itslawsuits. The Bureauseeks an injunction against
Forster & Garbus, as well as damages, redressto consumers, disgorgement of ill-gotten gains,
and the imposition of a civil money penalty. After holdinganinitial statusconference on
September 23,2019, the court stayed discovery. The case remains pending,

Bureauof Consumer Financial Protectionv. Progrexion Marketing, Inc.; PGX Holdings, Inc.;
Progrexion Teleservices, Inc.; eFolks, LLC; CreditRepair.com, Inc.;John C. Heath, Attorney at
Law, PLLC, d/b/a/ Lexington Law (D. Utah No. 2:19-cv-00298-DBP). OnMay 2, 2019, the
Bureaufiled a complaintagainst PGX Holdings, Inc. and its subsidiaries (collectively,
Progrexion)and against John C. Heath, Attorney at Law PLLC, which does business as
Lexington Law, in the federal district courtin the District of Utah. The Bureaualleges the
defendants violated the Telemarketing Sales Rule (TSR) by requesting and receiving payment of
prohibited upfront fees for their credit repair services. The Bureanalso alleges that Progrexion
and its subsidiaries violated the TSR and the CFPA by making deceptive representations inits
marketing, or by substantially assistingothersin doing so. The Bureauseeks an injunction, as
well as damages, redress to consumers, disgorgement of ill-gotten gains, and the imposition of
civilmoney penalties. Defendants filed a motion to dismiss on July 19,2019, The Bureau filed
its opposition to the motion to dismiss on August 30,2019, and the Defendants filed their reply
on September 24,2019, The case remains pending,

In the Matter of Conduent Education Services, LLC (File No. 2019-BCFP-0005) (notacredit
union or depository institution). On May 1,2019 the Bureanissueda consentorder against
Conduent Education Services, LLC (CES), a studentloan servicing company that formerdy
operated underthe name of ACS Education Services. CESisin the process of winding downits
business. The Bureau found that CES engaged in unfair practices inviolation of the CFPA by
failing to adjust in a timely manner principal balances of studentloans made under the Federal
Family Education Loan Program. The consentorderrequires that CES, if it has not already
done so, make proper adjustments to the principal balances of the relevantloans or otherwise
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make restitution to borrowersorany third parties who paid offsuchloans. The orderalso
requires CES to pay a $3.9 million civil money penalty.

In the Matterof CMM, LLC, et al. (collectively d/b/a Cash Tyme)(File No. 201¢-BCFP-0004)
(not a creditunion or depository institution). On February 5,2019, the Bureauissued a consent
orderagainst CMM, LLC, and its wholly ownedsubsidiaries, which operate underthe name of
Cash Tyme, a payday retail lender with outlets in sevenstates. The Bureau found that Cash
Tymeviolated the CFPA by failing to take adequate steps to prevent unauthorized charges to
consumers; failing to promptly monitor, identify, correct and refund overpayments; making
collection calls to third parties that disclosed orrisked disclosing debts to third parties;
misrepresenting thatit collected third-party references from borrowers for verification purposes
when it was using suchinformation for marketing purposes; and displaying signage advertising
unavailable services. The Bureaualso found that Cash Tyme violated the Gramm-Leach-Bliley
Actand Regulation P by failing to provide initial privacy notices to consumers. Finally, the
Bureau found that Cash Tyme violated the TILA and Regulation Zby failing to includea payday
loan fee charged to Kentucky consumersin the annual percentage rate (APR)in loan contracts
and advertisements; rounding APRs to whole numbersin advertisements; and by publishing
advertisements thatincluded example APR and payment amounts based on example terms of
repayment without disclosing the corresponding repay ment terms used to caleulate the APR.
The Bureau'sorder requires Cash Ty me to ensure thatall consumers who made overpayments
would receive refunds andimposes a civil money penalty of $100,000. The requirements of the
orderalsoinelude prohibitionson Cash Tyme using reference information collected in
connectionwith loan applications for any reason other than underwriting, and on transferring
orselling any such reference information to third parties.

In the Matter of Enova International, I ne. (File No. 2019-CFPB-0003) (not a credit union or
depository institution). On January 25,2019, the Bureanissueda consent order against Enova
International, Inc. The Bureaufound that Enovaviolated the CFPA by debiting consumers’
bank accounts without authorization. The Bureaualso found that Enova failed to honor loan
extensionsit granted to consumers. Under the terms of the consent order, Enovais barred from
making orinitiating electronic fund transfers without valid authorization. The order also
imposes a civilmoney penalty of $3.2 million.

In the Matter of Mark Corbett (File No. 2019-BCFP-0002) (not a credit union or depository
institution). On January 23,2019, the Bureanissued a consent order against Mark Corbett. The
Bureaufound that Corbettviolated the CFPA by misrepresenting to consumers that the
contracts he facilitated were valid and enforceable when, in fact, the contracts were void because
velerans' pension pay ments are unassignable under federal law; misrepresenting to consumers
that the offered product was a purchase of payments and not a high-interest eredit of fer;
misrepresenting to consumers when they would receive their funds; and failing to disclose to
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consumers the applicable interestrate on the credit offer. The Bureau'sorder permanently bans
Corbett from brokering, offering, or arranging agreements between veterans and third parties
under which the veteran purportstosell a future rightto an income stream from the veteran’s
pension. The order also required Corbett to pay acivilmoney penalty of $1 because of his
demonstratedinability to pay.

Bureauof Consumer Financial Protectionv., Sterling Jewelers, Inc. (S.D.N.Y No. 19-cv-0448
LGS). On January 16,2019, the Bureanand the People of the State of New York filed ajoint
complaintand proposed stipulated final judgment and orderagainst Sterling Jewelers, Inc.,
which the districtcourt entered on February 7, 2019. The Bureau's and the State’s joint
complaintalleged that Sterling violated the CFPA by openingstore eredit-card accounts without
customer consent; enrolling customersin pay ment-protection insurance without their consent;
and misrepresenting to consumers the financing terms associated with the credit-card accounts.
The Bureau alsoalleged that Sterling violated the TILA by signing customers up for credit-card
accounts without having received an oral orwritten request orapplication from them. Under
the settlement, Sterlingis required to pay a $10 million civil money penalty to the Bureanand a
$1million civil money penalty to the State of NewYork. The settlementalsoincludesinjunctive
relief designed to prevent the continuation of the claimedillegal conduct.

In the Matter of USAA Federal Savings Bank (File No. 2019-BCFP-0001). OnJanuary 3, 2019,
the Bureau issued a consentorder against USAA. The Bureau found that USAA violated the
CFPAand the EFTA. The Bureau found that USAA violated the EFTA by failing to honor
consumers'requests to stop preauthorized electronic fund transfers and failing to initiate and
complete reasonable error resolution investigations. The Bureau found that USAA viclated the
CFPA by unfairly reopening bank accounts that previously had been closed by consumers. The
order requires USAA to comply with the EFT Aand the CFPA, and orders USAA to pay $12.2
million in restitution to certain consumers whowere denied a reasonable error resolution
investigationand to pay a $3.5 million civil money penalty.

In the Matterof State Farm Bank, FSB (File No. 2018-BCFP-0009). On December 6,2018, the
Bureauissued a consentorderagainst State Farm Bank, FSB. The Bureau found that State
Farm Bank violated the FCRA, Regulation V, and the CFPA by obtaining consumer reports
withouta permissible purpose; furnishing to consumer reporting agencies (CRAs) information
aboutconsumers’ credit that the bank knew or had reasonable cause to believe was inaccurate;
failing to promptly update or correctinformation furnished to CRAs; furnishing information to
CRAswithout providing notice that the information was disputed by the consumer;and failing
toestablish and implement reasonable written policies and procedures regarding the aceuracy
and integrity of information provided to CRAs. The Bureau's orderrequires State Farm Bank to
notviolate the FCRA or Regulation V and to implement and maintain reasonable written
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policies, procedures, and processes to address the practices atissuein the consentorderand
prevent future violations.

Bureauof Consumer Financial Protectionv, Village Capital and Investment, LLC(D. Nev. No.
2:18-cv-02304). On December 4,2018, the Bureau filed a complaintand proposed stipulated
final judgment and order against Village Capital and Investment, LLC, which the distriet court
entered on December 21, 2018, The Bureanalleged that Village Capital violated the CFPA by
misleading veterans regardingits Interest Rate Reduction Refinancing Loans—loans that allow
veteranstorefinance theirmortgagesatlower interest rates with a loan guaranteed by the
Departmentof Veterans Affairs. Specifically, the Bureaualleged that Village Capital misled
veteransby overstating the benefits of refinancing. The order requires Village Capital to pay
$268,869in redress to consumers and a civil money penalty of $260,000. The orderalso
prohibits Village Capital from misrepresenting the terms or benefits of mortgage refinancing,

In the Matter of Santander Consumer USA Inc. (File No. 2018-BCFP-0008) (nota credit union
ordepository institution). OnNovember 19,2018, the Bureanissueda consentorder against
Santander Consumer USA Inc. The Bureau found that Santander engaged in deceptive acts and
practices inviolation of the CFPA by (1) not properly describing the benefits and limitations of
its S-GUARD GAP product, an optional add-on product offered in connection with autoloans;
and (2) failing to properly disclose the impact on consumers of obtaininga loan extension.
Underthe terms of the consent order, Santander must provide approximately $9.29 millionin
restitution to certain consumers, pay a $2.5 million civil money penalty, and clearly and
prominently disclose the terms of its loan extensions and add-on product,amongother
provisions.

In the Matter of Cash Express, LLC (File No. 2018-CFPB-0007) (nota credit union or
depository institution). On October 24,2018, the Bureauissued a consent order against Cash
Express LLC. The Bureaufound that Cash Expressviolated the CFPA by deceptively threatening
in collection letters that itwould take legal action against consumers, even though the debts
were past the date for suing onlegal ¢laims, and it was not Cash Express's practice tofile
lawsuits against these consumers. The Bureau also found that Cash Express violated the CFPA
by misrepresenting that it might report negative ereditinformation to consumer reporting
agencies for late or missed pay ments, when the company did not actually report this
information. The Bureaualso found that Cash Express violated the CFPA by abusively
withholding funds during check-cashing transactions to satisfy outstanding amounts on prior
loans, without disclosing this practice to the consumer during the initiation of the transaction.
Under the terms of the consent order, Cash Express andits subsidiaries are barred from taking
check cashing proceeds to pay off previous debts unless consumers consentin writing, Cash
Expressis further barred from making misrepresentations aboutits consumer reporting
activities andits intention or likelihood of filing suit to collect adebt. The order requires Cash
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Express to pay approximately $32,000 in restitution to consumers and imposes a eivil money
penalty of $200,000.

In the Matter of Bluestem Brands, Inc.; Bluestem Enterprises, Ine.; and Bluestem Sales, Inc.,
d/b/aFingerhutand Gettington.com (File No. 2018-BCFP-0006) (nota credit union or
depository institution). On October 4, 2018, the Bureanissueda consentorder against
Bluestem Brands, Ine., andits subsidiaries. The Bureau found that Bluestem violated the CFPA
by unfairly delaying the transfer of pay ments that customers had made to the Bluestem
companieson charged-off accounts to the third-party debt buyers thathad purchased those
accounts. These delays were likely to subject customers to misleading collection activity,
including collection activity on accounts that they had completely paid off. The Bureau’s order
requires Bluestem to improve ts processes to timely identify and forward customer payments
onaceounts thataresoldto third-party debt buyers. Bluestemis also required toimproveits
processto prevent consumers from making payments by phone or onthe companies' websites
on soldaccounts, and to notify customers who make payments to Bluestem on sold accounts
that theiraccounts have beensold. The orderalsorequires Bluestem to pay acivil money
penalty of $200,000.

Bureau of Consumer Financial Protectionv. Future Income Payments, LLC, etal. (C.D. Cal. No.
8:18-ev-01654). On September 13, 2018, the Bureau filed a complaint against Future Income
Payments, LLC, Scott Kohn, and several related entities. The Bureaualleged that defendants
represented to consumers that their pension-advance products were not loans, were not subject
tointerestrates, and were comparable in cost to, or cheaper than, credit-card debt when, in
actuality, the pension-advance products were loans, and were subject tointerest rates that were
substantially higher than credit-card interest rates. The Bureau also alleged that the defendants
failed to disclose ameasure of the costof eredit, expressed as ayearly rate, forits loans. Among
other relief, the Bureausought compensation for harmed consumers, civil money penalties, and
injunctive relief. The defendants waived service of the Bureau’s complaint but failed to answer
orotherwise respondtoit. The Bureanobtaineda clerk’sentry of defaultin December2o18,
and in August 2019, the Bureau moved forentry of default judgment against all defendants,
appointmentof a receiver, and to transfer the action to the Districtof South Carolina.

Consumer Financial Protection Bureau v. Think Finance, LLC f/k/a Think Finance, Inc., etal.
(D. Mont. No. 17-cv-0127); Inre Think Finance, LLC, et al., (Bankr. N.D. Tex. No. 17-93064).
On November 15, 2017, the Bureau filed a complaint against T hink Finance and its wholly
owned subsidiaries. The Bureau allegesthat they collect debts that were not legally owed.
Specifically, the Burean alleges that Think Finance collects on loans that are void ab initio under
statelaws governinginterest rate caps or the licensing of lenders. The Bureau alleges that Think
Finance made deceptive demandsand took money from consumers'bank accounts fordebts
that were not legally owed, in violation of federal law. The Bureau seeks restitution, injunctive
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relief, and a civil money penalty. On April 24, 2018, the defendants filed amotion to dismiss,
which the court denied on August 3, 2018. Defendants filed an answer on August 51,2018, The
Bureaualso fileda proof of claimin the Think Finance bankruptey case. The Bureau's
enforcementactionis currently stayed pending resolution of bankruptey-court proceedings that
couldresultin a consent order resolving the Bureau'saction.

Consumer Finaneial Proteetion Bureau v. Freedom Debt Relief, LLC and Andrew Housser (N.D.
Cal. No. 17-cv-6484). On November 8,2017, the Bureau filed a complaint against Freedom Debt
Relief, the nation’s largest debt-settlement services provider, and its co-CEO Andrew Housser.
The Bureaualleged that Freedom Debt Relief violated the TSR by charging advance feesand
failing to inform consumers of their rights to funds they deposited with the company. The
Bureaualso alleged that Freedom Debt Relief violated the CFPA by charging consumers without
settling their debts as promised, charging consumers after having them negotiate their own
settlements with creditors, and misleading consumers about the company’s fees and its ability to
negotiate directly withall a consumer'screditors. OnJuly 9, 2019, the Bureau filed a stipulated
final judgment, which the court entered on the same day. Thejudgment requires Freedom Debt
Relief to pay $20 million in restitution to affected consumers and a $5 million civil money
penalty and enjoinsit fromengaging in this conductin the future. The company alsoagreedtoa
consentorder with the Federal Deposit Insurance Corporation (FDIC). The Bureauwill remit
$493,5000f the $5 million civil penalty it assessed considering the penalty that the company
was ordered to pay the FDIC.

Consumer Financial Protection Bureau v. The National Collegiate Master Student Loan Trust, et
al. (D Del. No. 17-cv-1923). OnSeptember 18, 2017, the Bureau fileda complaint and proposed
consentjudgment against several National Collegiate Student Loan Trusts (collectively,
“NCSLT™). The Bureaualleges that NCSLT brought debtcollection lawsuits for privatestudent
loan debt that the companies could not prove wasowed or was too old tosue over; thatthey filed
falseand misleading affidavits or provided false and misleading testimony ; and that they falsely
claimed that affidavits were sworn beforeanotary. The proposed consentjudgment againstthe
NCSLT would require an independent audit of all 800,000 studentloansin the NCSLT
portfolio. Itwouldalso prohibit the NCSLT, and any company it hives, from attempting to
collect, reporting negative credit information, or filing lawsuits on any loan the audit shows is
unverified orinvalid. Inaddition, it would require the NCSLT to pay atleast $19.1million,
which wouldinclude redress to consumers, disgorgement, and acivilmoney penalty. Soonafter
the Bureau’s filing, several entitiesmoved to intervene to object to the proposed consent
judgment. Thejudge granted the intervention motions, and the parties are currently engagedin
discovery. The case remains pending,

Consumer Financial Protection Bureau v. Ocwen Financial Corporation, Ocwen Mortgage
Servieing, Ine.,and Ocwen Loan Servicing, LLC(S.D. Fla. No. 17-¢v-00495). OnApril20,2017,
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the Bureau fileda complaint against mortgage loan servicer Ocwen Financial Corporation and
its subsidiaries. The Bureanalleges that they used inaceurate and incomplete information to
serviceloans, misrepresented to borrowers that their loans had certain amounts due, illegally
foreclosed on homeowners that were performing on agreements on loss mitigation options,
enrolledand charged consumers for add-on products without their consent, failed to adequately
investigate and respond to borrower complaints, and engaged in other conductin violation of
the CFPA, TILA, FDCPA, RESPA, and Homeowners Protection Act (HPA). OnJune 25,2017,
Oewen moved todismiss. On September 5, 2019 the Court ruled on the motionto dismiss,
rejecting the majority of Ocwen's arguments but requiring the Bureau to re-pleadits allegations.
The Bureau filed an amended complaint, and the case remains pending.

Consumer Financial Protection Bureauv. RDLegal Funding, LLC, RD Legal Finance, LLC, and
RD Legal Funding Partners, LP, and Roni Dersovitz(S.D.N.Y. No. 1:17-cv-0890). On February
7,2017, the Bureanand the New York Attorney General filed a complaint against RD Legal
Funding, LLC, tworelated entities, and the companies' founder and owner, Roni Dersovitz. The
Bureau alleges thatthey made misrepresentations to potential borrowers and engaged in
abusive practicesinconnection with cash advances on settlement payouts from vietim-
compensation fundsand lawsuit settlements. The lawsuitseeks monetary relief, disgorgement,
and civilmoney penalties. On May 15, 2017, the defendants filed a motion to dismiss the
Bureau's complaint, which the Burean opposed. On June 21, 2018, the court issued an opinion
concluding that the defendants are subject to the CFPA’s prohibitions and that the complaint
properly pleaded claims againstall of them. The court held, however that the for-cause removal
provision that applies to the Bureau's Director violates the constitutional separation of powers
and cannot be severed from the remainder of Title X of the Dodd-Frank Act. Based on that
conclusion, the court ultimately dismissed the entire case. The parties’appeals are now pending
before the United States Court of Appeals for the Second Cireuit.

Consumer Financial Protection Bureanv. Vincent Howard, Lawrence W. Williamson, Howard
Law, P.C., The Williamson Law Firm, LLC, and Williamson & Howard, LLP (C.D. Cal. No.17-¢v-
0161). OnJanuary 50,2017, the Bureau filed a complaint against several law firms and
attorneys. The Burean alleged that they violated the TSR by: (1) charging consumers upfront
fees for debtrelief services; (2) misrepresenting that consumers would not be charged upfront
fees for debtrelief services when, in fact, they were;and (3) providing substantial assistance to
Morgan Drexenand Walter Ledda while knowing or consciously avoiding knowing that Morgan
Drexen and Ledda were engaging in these violations. The Bureanalso alleged that Howard Law,
P.C.,the Williamson Law Firm, LLC, and Williamson & Howard, LLP, as well as attorneys
Vincent Howard and Lawrence Williamson, ran this debt relief operation along with Morgan
Drexen, Ine., whichshutdown in 2015 following the Bureau's lawsuit against that company.
The defendants filed a motion to dismiss, which the court denied on March 30, 2017. The
defendants then asserted two counterclaims. The court dismissed those claims with prejudice
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on December 19, 2017. On March 27, 2019, the court enterad tjudgment resolving the
Burean’sclaims. Under the consentjudgment, the defendants are permanently banned from
telemarketing any consumer financial product orservice or otherwise offering or providing debt
reliefservices. Thejudgmentimposes a $40 million civil money penalty andorders the
defendants to pay redressin the amountof $35,256,275. The moneyjudgmentand civil money
penalty aresuspended, provided that certain conditions are met.

Consumer Finaneial Protection Bureau v. Navient Corporation, Navient Solutions, Inc., and
Pioneer Credit Recovery, Ine. (M.D. Pa. No. 17-cv-0101). OnJanuary 18,2017, the Bureau filed
acomplaint against Navient Corporation and its subsidiaries, Navient Solutions, Inc., and
Pioneer Credit Recovery, Ine. The Bureaualleges that Navient Solutions and Navient
Corporation steered borrowers toward repayment plans that resulted in borrowers paying more
than other options; misreported to ereditreporting agencies that severely and permanently
disabled borrowers who had loans discharged under a federal program had defaulted on the
loans when they had not; deceived private student loan borrowers about requirementsto release
their co-signer from the loan; and repeatedly incomectly applied or misallocated borrower

payments to theiraccounts. The Bureau also alleges that Pioneer and Navient Corporation
misled borrowers about the effect of rehabilitation on their credit reportsand the collection fees
that would be forgiveninthe federal loan rehabilitation program. The Bureauseeks consumer
redressand injunctive relief. On March 24, 2017, Navientmoved to dismiss the complaint. On
August 4, 2017, the court denied Navient's motion. The case remains pending.

Consumer Financial Protection Bureau v. Access Funding, LLC, Access Holding, LLC, Reliance
Funding, LLC, Lee Jundanian, Raffi Boghosian, Michael Borkowski, and Charles Smith (D. Md.
No. 1:16-cv-3759). OnNovember 21, 2016, the Bureau filed a complaint against Access Funding,
LLC, Access Holding, LLC, Reliance Funding, LLC, three of the companies' principals—Lee
Jundanian, Raffi Boghosian, and Michael Borkowski—and a Maryland attorney, Charles Smith.
The Bureau alleges that they deceptively induced individuals to enter into settlement funding,
agreements, in which theindividuals agreed to receive animmediate lamp sum paymentin
exchange for significantly higher future settlement pay ments. The Bureau also alleges that the
companiesand their principalssteered consumers to receive “independent advice™ from Smith,
who was paid direetly by Access Funding and indicated to e that the transaction
required very little serutiny. The Bureau furtheralleges that Access Funding advancedmoney to
some consumersand represented to those consumers that the advances obligated them to go
forward with transactions evenif they realized that the transactions were notin their best
interests. On September 13,2017, the court granted defendants’ motionsto dismisscounts -
IV, arising out of Smith’s conduct, on the grounds that he had attorney-client relationships with
the consumersinquestion. The court denied the defendants’ motions to dismiss the Bureau's
claim relating to the advances Access Funding offered consumers. The court granted the
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relationships with the consumers in question. Defendants again filed motions to dismiss, which
the courtdenied. The defendants filed a motion for partial summary judgment, which the court
denied on.January 18,2019. On May 24,2019, the Bureau moved to modify the scheduling
orderand for leave to file a second amended complaint. The ease remains pending,

Consumer Finaneial Protection Bureau v. Northem Resolution Group (W.D.N.Y. No. 16-ev-
0880). On November 2,2016, the Bureau, in partnership with the New York Attomey General,
filed a complaint against debt collectors Northern Resolution Group, LLC, Douglas MaeKinnon,
Mark Gray, Enhanced Aequisitions, LLC, and Delray Capital, LLC. The Bureauallegedthat
Douglas MacKinnon and Mark Gray operated anetwork of companies that harass, threaten,and
deceive consumersacross the nationinto paying inflated debts or amounts they may notowe.
The defendants asserted counterclaims against the Bureau and New York, which the court
dismissed on January 8, 2018. On July 25, 2019, the Burean and New York Attorney General
filed proposed settlements, which the court approved on August 22, 2019. The final judgment
and orderagainst MacKinnon, Northern Resolution Group, and Enhanced Acquisitions bans
them from the industry and requires that they pay $40 million in redress to consumers and a
$10million civil money penalty toeachof the Burean and New York. The final judgmentand
orderagainst Delray Capital and Gray bans them from the industry and imposes a judgment for
redress of $4 million, a judgment for civil money penalties of $1 million to the Bureau,and a
judgment forcivil money penalties of $1 million to the New Y ork Attorney General; full payment
of those amounts are suspended subject to those defendants payinga $1 civil money penalty to
the Bureau and $10,000for consumer redress.

Consumer Financial Protection Bureauv. All American Check Cashing, Ine., Mid-State Finance,
Inc.,and Michael E. Gray (S.D. Miss. No. 16-cv-0356). OnMay 11,2016, the Bureaufiled a
complaintagainst two companies, All American Check Cashing, Ine. and Mid-State Finance,
Inc., which offer check-cashing services and payday loans, and their presidentand sole owner,
Michael Gray. The Bureaualleges that All American tried to keep consumers from learning how
much they would be charged to cash a check and used deceptive tactics to stop consumers from
backing out of transactions. The Bureau also alleges that All American made deceptive
statements about the benefits of its high-cost pay day loans and failed to provide refundsafter
consumers made overpayments on theirloans. The Bureau's lawsuit seeks injunctive relief,
restitution, and the imposition of a civil money penalty. OnJuly 15,2016, the court denied
defendants’motion fora more definite statement. The defendants moved forjudgmenton the
pleadings on May 24, 2017, and the Bureau moved for summary judgment on August 4,2017.
The conrthasnot yetruled on the Bureau's summary judgment motion. On March 21,2018, the
courtdenied the defendants’ motion forjudgment on the pleadings, and on March 26, 2018, the
defendants moved to certify that denial forinterlocutory appeal. The nextday, the court granted
the defendants’motionin part, holding that interlocutory appeal was justified with respect to
defendants’constitutional challenge to the Bureau'sstatutory structure. On April 24,2018, the
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courtofappeals granted the defendants’petition for permission toappeal the districtcourt’s
interlocutory order. The district courtaction has been stayed pending the appeal. The United
States Courtof Appeals for the Fifth Circuit heard oral argumentsin the appeal on March 12,
2019 and has not yetissneda decision.

Consumer Finaneial Protection Bureauv. Dand D Marketing, Inc.,d/b/aT4Leads, Grigor
Demirchyan, and Marina Demirchyan (C.D. Cal, No. 15-cv-0602); Consumer Financial
Protection Bureau v. Dmitry Fomichev (C.D. Cal. No. 16-cv-2724); and Consumer Financial
Protection Bureau v. Davit Gasparyana/k/a David Gasparyan (C.D. Cal. No. 16-cv-2725). On
December 17,2015, the Bureau filed a complaint against T 3Leads and its then current
executives, Grigor Demirchyan and Marina Demirchyan. The Bureanalleged that T3 engagedin
unfairand abusive acts and practices in the sale of consumer-loan applications to small-dollar
lenders and others acting unlawfully, and in operatinga loan-application network that
prevented consumers from understanding the material risks, costs, or conditions of their loans.
On April 21,2016, the Bureau filed two separate but related complaints against the company's
past executives—Dmitry Fomichev and Davit Gasparyan—that alleged that they substantially
assisted T4's violations. The complaints sought monetary relief, injunctive relief, and penalties.
On November 17,2016, the court denied the defendants’ motionsto dismiss but found the
Bureauunconstitutionally structured. The Ninth Cirenitgranted interlocutory appeal on that
issue. On September8, 2017, the district courtentered astipulated final judgment and order
against one of the defendants, Davit Gasparyan. The orderimposes injunctive reliefand
requires Gasparyan to pay a $250,000 penalty. On September 29,2017, the Ninth Circuit
dismissed Gasparyan'sinterlocutory appeal. On March7, 2019, after stipulation of the parties,
the district court dismissed with prejudice the action against Fomichev, and on the same day,
the Ninth Cireuitdismissed Fomichev's pending interlocutory appeal. On March 28,2019, the
districtcourtentered astipulated final judgment and orderagainst T4 and former T 5 officers,
Grigorand Marina Demirchyan, imposing injunctive relief, $1 millionin damages jointly and
severally against the defendants, a 3 million civil money penalty against T3, anda $1 penalty
against eachof the Demirchyans. The Ninth Circuit dismissed T4's and the Demirchyans’
pending interlocutory appealson April 1,2019.

In the Matter of Integrity Advance, LLCand James R. Carnes (File No. 2015-CFPB-0029) (nota
eredit union or depository institution). On November 18, 2015, the Bureau filed a notice of
charges against an online lender, Integrity Advance, LLC, and its CEO, James R. Carnes. The
Bureau alleges thatthey deceived consumers about the cost of short-term loansand that the
company s contracts did not disclose the costs consumers would pay under the default terms of
the contracts. The Bureau also alleges that the company unfairly used remotely created checks
todebit consumers'bank accountseven after the consumers revoked authorization for
automatic withdrawals. The Bureanis seeking injunctive relief, restitution, and the imposition
ofa civilmoney penalty. OnSeptember27,2016, the Administrative Law Judge issued a
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Recommended Decision finding liability and reec finginjunetive and monetary relief.
The Recommended Decision wasappealed to the Director, but further activity on that appeal
was held in abeyance pendinga decisionin PHH Corp. v. CFPB, No.15-1177(D.C.Cir.), and,

bsequently, pending adecisionin Lucia v. SEC, No.17-0130(S.CL). Subsequenttothe
Supreme Court’sruling in Lucia that suggested that the Administrative Law Judge that presided
overthe proceedings in this case may have beenimproperly appointed, the Director remanded
the case fora new hearing and recommended decision by the Bureau’s AdministrativeLaw
Judge. The case remains pending.

Consumer Financial Protection Bureauv. Global Financial Support, Inc.,d/b/a Student
Financial Resource Center, d/b/a College Finaneial Advisory,and Armond Ariaa/k/a Armond
Amir Aria, individually, and as ownerand CEO of Global Financial Support, Ine. (S.D.Cal. No.
15-cv-2440). OnOctober 29, 2015, the Bureau filed a complaint against Global Financial
Support, Inc., which operates under the names Student Financial Resource Center and College
Financial Advisory,and Armond Aria. The Bureau alleges that Global Financial Support, Inc.,
issued marketingletters instructing students to fill out a form and pay a fee in exchange for the
company conductingextensive searches to target or match them with individualized financial
aid opportunities. The Bureaualsoalleges that consumerswho paid the fee received nothingor
a generic booklet that failed to provide individualized advice. The Bureau also alleges that the
defendants misrepresented their affiliation with government and university financial aid offices
and pressured consumers to enroll through deceptive statements. The complaint seeks
injunctive relief, restitution, and the imposition of a civil money penalty. A stay wasentered by
the court on May 17,2016, pending an ongping eriminal proceeding involving one of the
defendants. The courtlifted the stay on May 27, 2019, and the case remains pending.

Consumer Financial Protection Bureau and Anthony J. Albanese, Acting Superintendentof
Financial Services of the State of NewY ork v. Pension Funding, LLC; Pension Income, LLC;
Steven Covey; Edwin Lichtig; and Rex Hofelter (C.D. Cal. No. 8:15-ev-1329). On August 20,
2015, the Bureau and the New York Department of Financial Services (NYDFS) filed a complaint
against two companies, Pension Funding, LLC and Pension Income, LLC, and three of the
companies'individual managers. The Bureauand NY DFS allege that they deceived consumers
about the costs and risks of their pension-advanee loans. Specifically, the Bureauand NYDFS
allege that from 2011 until about December 2014, Pension Fundingand Pension Income offered
consumers lump-sum loan payments in exchange for the consumers agreeing to redirectall or
partof their pension payments to the companies for eight years. The Bureanand NYDES also
allege that the individual defendants, Steven Covey, Edwin Lichtig, and Rex Hofelter, designed
and marketed these loans and were responsible for the companies operations. The Bureauand
NYDFS allege that all the defendants violated the CFPA’s prohibitions against unfair, deceptive,
and abusiveactsorpractices. OnJanuary 8, 2016, the courtappointedareceiver over
defendants Pension Funding and Pension Income. The receiver’s responsibilitiesinclude taking
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control of all funds and assets of the companies and completing an accounting of all pension-
advance transactions that are the subject of the action. On February 10, 2016, the court entered
astipulated final judgment and order as to two of the individual defendants, Lichtigand
Hofelter. The orderimposes bans on these individuals’ participationin pension-advance
transactions and requires them to pay money to the receivershipestate. On July 11,2016, the
court granteda defaultjudgment against the final individual defendant, Covey, who did not
appearin thecase. The court'sorderimposesaban and requires Covey to pay disgorgementof
approximately $580,000. The court-appointed receiver'swork with respect to the companies is
ongoing.

Consumer Finaneial Protection Bureauv. NDG Financial Corp., etal. (S.D.N.Y. No. 15-ev-5211).
On July 6, 2015, the Bureau filed a complaint against the NDG Finaneial Corporation and nine
ofits affiliates. The Bureau alleged that they engaged in unfair, deceptive, and abusive practices
relatingto its payday lendingenterprise. Specifically, the Bureaualleged that the enterprise,
which has companieslocatedin Canada and Malta, originated, serviced, and collected payday
loans that were void under state law, represented that U.S. federal and state laws did not apply
tothe defendants or the payday loans, and used unfair and deceptive tactics to secure
repayment, allin violation of the CFPA. On December 2,2016, the courtdenied the defendants’
motions to dismiss. On December 6, 2017, the clerk entered defaultagainst the Maltese
defendants. On February 5,2018, the court voluntanly dismissed the formerowners and their
holding corporations as defendants and relief defendants. The Burean moved for the sanction of
defaultjudgment against the remaining defendants, which the court granted on March2g, 2018,
The case was resolved through astipulatedjudgment, entered by the courton February 4, 2019,
which permanently barred the remaining defendants from any consumer lendingin the United
States, fromcollecting on any of the existing loans to United States consumers, and from
disclosing, using, orbenefiting from consumerinformation associated with loans made to
consumersin the United States.

Consumer Financial Protection Bureauv. Nationwide Biweekly Administration, Ine., etal. (N.D.
Cal. No. §:15-cv-2106). OnMay 11,2015, the Bureau filed a complaint against Nationwide
Biweekly Administration, Inc., Loan Pay ment Administration LLC, and Daniel S. Lipsky. The
Bureaualleged that they engagedin abusive and deceptive actsand practicesin violation of the
CFPAand the TSR regarding a mortgage pay ment product known as the “Interest Minimizer
Program,” or[MProgram. The Bureau alleged that the defendants misrepresented their
affiliation with consumers’ mortgage lenders; the amount of interest savings consumers would
realize, and when consumers would achieve savingson the IM Program, consumers’ability to
attain the purported savings on their own or through a low- or no-costoption offered by the
consumers’servicer; and fees for the program. The Bureausoughta permanent injunction,
consumer redress, and civil money penalties. A trialwas held beginning on April 24,2017, and
on September 8, 2017, the courtissued an opinionand orderfinding that the defendants had
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gaged in deceptive and abusive conduct in violation of the CFPAand TSR. The courtimposed
a$7.95 millioncivil money penalty but denied the Bureau’s request for restitutionand
disgorgement. On Novemberg, 2017, the courtreduced the previous orderto ajudgment that
included a permanentinjunction forbidding defendants from engaging in specified acts or
practices. The court denied defendants’post-trial motions on March 12,2018, and both parties
have fileda notice of appeal. The parties’appeals are currently pending before the United States
Courtof Appealsfor the Ninth Circuit.

Consumer Finaneial Protection Bureau v. Universal Debt & Pay ment Solutions, LLC, et al. (N.D.
Ga. No.15-cv-0859). OnMarch 26, 2015, the Bureau filed a complaint againsta groupof seven
debt collection ageneies, six individual debt collectors, four payment processors, and a
telephone marketingservice provider alleging unlawful conduct related to a phantom debt
collectionoperation. Phantom debtis debt consumers donot actually owe or debt thatis not
payable to those attempting to collectit. The Bureaualleges that the individuals, actingthrough
anetworkof corporate entities, used threatsand harassment to collect “phantom” debt from
consumers. The Bureau alleges the defendants violated the FDCPA and the CFPA's prohibition
onunfairand deceptive acts and practices and provided substantial assistance to unfairor
deceptiveconduct. The Bureauis seeking permanentinjunctive relief, restitution, andthe
impositionof a civilmoney penalty. OnApril 7,2015, the Bureau obtaineda preliminary
injunction against the debt collectors that froze their assets and enjoined their unlawful conduct.
On September 1,2015, the court denied the defendants’ motion to dismiss. On August 25, 2017,
the courtdismissed the Bureau’s claims against the payment processors asa discovery sanction
against the Bureau. On November 15,2017, the Bureau, and two remaining defendants moved
forsummary judgment. On January 29, 2018, the court granted the Bureau'’s motion for
contempt against one of the defendants for violating the court’s preliminary injunetion. The
Bureau has filed additional motions for contempt against several defendants, which the court
has not ruledon. On March 21,2019, the court granted the Bureau's motion for summary

judgment on all its claims against five of the debt collector defendants, and one ofits claims
against two other debt collector defendants. The court denied the Bureau’s motion for summary
judgment on its other claims against the latter two debt collector defendants and denied those

two defendants’motion forsummary judgment against the Burean. The court has not ruledon
the Bureau's requested relief. On August 21, 2019, the court entered astipulated final judgment
and orderas to two debtcollector defendants. Amongother things, the stipulated judgment
ordered the settling defendants to transfer all of the funds in theirvarious bank accountsin
partial satisfaction of a judgment of equitable monetary relief and damagesin the amountof
$633,710,whichwas partially suspended based on inability to pay, permanently banned the
settlingthem from engaging in debt collection activities, and prohibited them from making
certain misrepresentations. The case remains pending,
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Consumer Financial Protection Bureau v. The Mortgage Law Group, LLP, d/b/aThe Law Firm
of Macey, Aleman & Searns; Consumer First Legal Group, LLC; Thomas G. Macey; Jeffrey J.
Aleman; Jason E. Searns; and Harold E. Stafford (W.D. Wis. No. 3:14-cv-0513). OnJuly 22,
2014, the Bureau filed a complaint against The Mortgage Law Group, LLP (TMLG), the
Consumer First Legal Group, LLC, and attorneys Thomas Macey, Jeffrey Aleman, Jason Searns,
and Harold Stafford. The Bureaubrought suitalleging that the defendantsviolated Regulation
0, formerly known as the Mortgage Assistance Relief Services Rule, by taking payments from
consumers for mortgage modifications before the consumerssigned a mortgage modification
agreement from their lender, by failing to make required disclosures, by directing consumers
notto contactlenders, and by making deceptive statements to consumers when providing
mortgage assistance relief services. A trial was heldin April2017. OnJune 21,2017, the district
court enteredastipulated judgment against the bankruptey estate of TMLG, which sought
Chapter 7 bankruptey. The court enjoined TMLG from operatingand ordered TMLG to pay
$18,331,797 inredressand $20,815,000 in civil money penalties. OnMay 29,2018, the Bureau
filed an unopposed motion to inerease the redress amountordered by the court to
$18,716,725.78, based on newly discovered information about additional advance fees paid by
consumers. On November 15, 2018, the courtissued an opinion and order ruling that certain
defendants violated Regulation Oby taking upfront fees, by failing to make required disclosures,
by directing consumers not to contact their lenders, and by making deceptive statements. The
court directed that the parties submit briefsaddressing what damages, injunctive relief, and civil
money penalties, if any, shouldbe awarded. Briefing onthose issues was completedon
February 19,2019. The case remains pending.

Consumer Financial Protection Bureau v, I'TT Educational Services, Ine. (S.D. Ind. No. 14-cv-
0292). On January 6,2014, the Bureau filed a complaint against for-profitcollege chain ITT
Educational Services, Inc. The Bureau alleges that ITT encouraged new students to enroll by
providing them funding for the tuition gap that was not covered by federal student loan
programs with a zero-interest loan called “Temporary Credit.” This loan ty pically had to be paid
in full at the end of the student’s first academic year. The Burean allegesthat1TT knew from the
outset that many students would not be able to repay their Temporary Creditbalances or fund
theirsecond-year tuition gap and that ITT illegally pushedits studentsinto repaying their
Temporary Creditand funding their second-year tuition gaps through high-cost private student
loan programs, on which ITT knewstudentswere likely to default. InSeptember of 2016, 1TT
closedall its schools and filed for bankruptey. OnSeptember 8, 2017, the court entered an order
administratively closing the case without prejudice to the right of either party to move to reopen
it within sixty days of the approval of asettlement by the bankruptey court overseeing ITT's
Chapter7 case. On Augnst 12,2019, the Bureau filed a stipulated final judgment and order,
which the court entered on August 16,2019, to resolve the matter, The judgment and order,
among other things, includes a judgment against ITT for $60 millionand an injunction
prohibitingITT from offering or providing student loans in the future.
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Consumer Financial Protection Bureau v. CashCall, Inc., etal. (C.D. Cal. No. 15-cv-7522). On
December 16, 2015, the Bureau filed a complaint against online lender CashCall Inc., its owner,
asubsidiary,and an affiliate. The Bureaualleged thatthey violated the CFPA’s prohibition
against unfair, deceptive, and abusive acts and practices by collecting and attempting to collect
consumer-installment loans that were void or partially nullified because they violated either
state caps oninterestrates orstate licensing requirements forlenders. The Bureau alleges that
CashCall servicedloansitmadein the name of an entity, Western Sky, which was located on the
Cheyenne RiverSioux Tribe’sland. On August 31,2016, the court granted the Bureau'smotion
for partial summary judgment, coneluding that CashCall was the truelender onthe Western Sky
loans. Basedin parton that finding, the court concluded that the choice-of-law provision in the
loan agreements was not enforceable, found that the law of the borrowers'states applied, and
that theloans were void. Because theloans were void, the court found that the defendants
engaged in deceptiveacts or practices by demanding and collecting payment on debts that
consumers didnot owe. Atrial was held from October 17 to 18,2017, on the issue of appropriate
relief. On.January 19,2018, the court issued findings of fact and conclusions of lawimposing a
$10.28million civil money penalty butdenying the Bureau’s request for restitution andan
injunction. The partiesappeals remain pending before the United States Court of Appeals for
the Ninth Cireuit; oral argument was heard on September g, 2019.
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6. Actions taken regarding
rules, orders, and
supervisory actions with
respect to covered persons
which are not creditunions or
depository institutions

The Bureau's Supervisory Highlights publications provide general information about the
Bureau's supervisory activities at banks and nonbanks without identifying specific companies.
The Bureau published two issues of Supervisory Highlights between October 1, 2018, and
September 30,2019

Allpublic enforcement actions are listed in Section 5.2 of this Report. Those actionstaken with
respect to covered persons which are not eredit unions or depository institutions are noted
within the summary of the action.

97 Winter2o1g,
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7. Assessment of significant
actions by State attorneys
general or State regulators
relating to Federal consumer
financial law®

For purposes of the Section 1016(c)(7) reporting requirement, the Bureau determined thatany
actionsassertingclaims pursuant to Section 1042 of the Dodd-Frank Act are “significant.” The
Bureauis aware of the following State actions asserting Dodd-Frank Act claims that were
initiated during the October 1, 2018, through September 30, 2019, reporting period.

Commonwealth of Puerto Ricov. Equifax, Inc., No. 3:18-cv-01424 (D.P.R. Apr. 2,2019). On
April 2, 2019, the Attorney General of Puerto Rico filed an amended complaint against Equifax,
Ine. The complaintalleged that Equifax, Inc. engagedin deceptive acts or practices inviolation
ofthe CFPA, 12 U.S.C. 5531(a). The complaint also asserted that Equifax, Inc. acted negligently,
in violation of common lawand state law, and violated Puerto Rico's state consumer protection
law. Puerto Ricovoluntarily dismissed its complaint with prejudice onJuly 25, 2019.

People of the State of New York v. Vision Property Management, LLC; KAJA Holdings 2, LLC;
RVFM 11 Series, LLC; DSV SPV 1, LLC; DSV SPV 2, LLC; DSV SPV4, LLC; Alan Investments I11,
LLC; Alex Szkaradek; and John Dows 1-50, No. 19-CV-7191 (S.D.N.Y. Aug, 1, 2019). On August
1,2019, the NewYork Attorney General and New York Superintendent of Financial Services
filed a complaint against Vision Property Management, LLC (Vision), various affiliated
companies, and Alex Szkaradek, Vision's Chief Executive Officer and Managing Member. The
complaint allegesthat the parties engaged in illegal practices in the course of entering into
seller-financed purchase transactions with consumers in upstate New York. These practices
allegedly violated the CFPA, 12 U.5.C. 5551(a), TILA, 12 U.5.C. 1638, TILA'simplementing
regulation, RegulationZ, 12 C.F.R. 1026 et seq., and New Y ork state law.

98 State action summaries are current as of Se ptember 30, 2019, anddo not include activities that occwred after the
reporting period.
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8. Analysis of the efforts of the
Bureau to fulfill the fair
lending mission of the
Bureau

This Semi-Annual Report updateis focused on highlights from the Bureau's fair lending
enforcement® and rulemaking '° activities from October 1, 2018, through September 30, 2019,
and continued efforts to fulfill the fair lending mission of the Bureau throughsupervision,
interagency coordination, and outreach, from April 1, 2019, through September 40, 2019, %!

8.1 Fair lending supervision

The Bureau's Fair Lending Supervision program assesses compliance with Federal fair lending
consumer financial laws and regulations at banks and nonbanks over which the Bureau has
supervisory authority. Asaresultof the Bureau's efforts to fulfill its fair lending mission in this
reporting period, the Bureau’s Fair Lending Supervision programinitiated 16 supervisoty events
at financial services institutions under the Bureaw’s jurisdiction to determine compliance with
federallaws intended to ensure the fair, equitable, and nondiseriminatory access to eredit for
bothindividuals and communities, including the ECOA and HMDA.

For exam reports issued by Supervision during the reporting period, the most frequently cited
violations were:

*  Section1003.4(a): Failure by a financial institution to collect and aceurately report data
regarding applications for goyered Joans thatit receives, originates, or purchasesina
calendaryear, or, failure to colleet and accurately report data regarding certain requests
under a preapproval programina calendar year;

9 Dodd-Frank Act §1016{c5)

0 Dodd-Frank Act §1006(c)(3). The Burean's fair lending rulemaking activity pertaining to HMDA and
Regulation Cs discussedabove tn Section 3.

w1 Dodd-Frank Act §1016(c {8)
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* Section1o02.12.9(a)(1)(i), (b)(2), (¢): Failureto provide notice to the applicant 30 days
after receiving acompleted application concerning the creditor’s approval of,
counteroffer or adverse action on the application; failure to provide sufficient
informationin an adverseaction notification, including the specific reasons the
application was denied; failure to timely and/or appropriately notify an applicantof
either action taken or of incompleteness after receiving an application that is incomplete;

*  Section 1002.4(a): Discrimination on a prohibited basisin a eredit transaction;

*  Section 1002.6(b): Improperly considering receipt of public assistanceina systemof
evaluatingapplicant creditworthiness.

In the current reporting period, the Bureauinitiated 16 supervisary events, which is six more
than the 10 fairlending supervisory events initiated during the prior reporting period. Inthe
current reporting period, the Burean issued more matters requiring attention (MRAs) or
memoranda of understanding (MOUs) than in the prior period. MRAs and MOUs direct entities
totake corrective actions and are monitored by the Bureau through follow-upsupervisory
events.

Consistent with BCFP Bulletin 2018-01, '**the Bureau issues Supervisory Recq dati
(SRs) to address the Bureau's supervisory concerns related to financial institutions’ compliance
managementsystems. SRsdonot include provisions for periodic reporting nor expected
timelines forimplementation. During the currentreporting period, the Bureau provided SRs
relating to supervisory concerns related to weak or nonexistent fair lending policies and
procedures, risk assessments, fair lending testing, and//or fairlending training.

8.2 Fair lending enforcement '®

The Burean has the statutory authority to bring actions to enforce the requirementsof HMDA
and ECOA, In this regard, the Bureau has the authority toengagein research, conduct
investigations, file administrative complaints, hold hearings, and adjudicate claims through the
Bureau'sadministrative enforeement process. The Bureau also hasindependent litigating
authority and can file casesin federal court alleging violations of fair lending laws under the

*2 hitng. . fles consmerfingnen gon d decuments bofe_blietin-A0L8-01.. dimars-fe-sumnmm:
communicatins.pdf

i Section1o16{c)(5) ofthe Dodd-Frank Act requires the Bt fudein the Ireport public
enforcement actions the Bureau was a party to during the preceding year, which & October1 2018, through
September 30, 2019, for this report.
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Bureau'sjurisdiction. Like other federal bank regulators, the Bureauis required to refermatters
tothe U.S. Department of Justice (DCW) when it has reason to believe that acreditor has
engaged in a patternor practice of lending discrimination. 104

During the reporting period, the Bureau filed one fairlending public enforcement action: Inthe
Matter of Freedom Mortgage Corporation (File No. 2019-BCFP-0007). 15 In addition, during
this reporting period, '°¢ the Bureau referved one matter to the DOJ about discrimination
pursuant to Section 706(g) of the ECOA.

During the reporting period, the Burean continued toimplement and oversee compliance with
the pending public enforcement orders that were entered by federal courts orissued by the
Bureau's Director in prior years.

On June 29,2016, the Bureauand the DOJ announced a joint action against BancorpSouth
Bank (BancorpSouth)for diseriminatory mortgage lending practices that harmed African
Americansand other minorities. The consentorder, which was entered by the CourtonJuly 25,
2016, requires BancorpSouth to pay $4 millionin direct loan subsidies in minority
neighborhoods 17 in Memphis; atleast $800,000 for community programs, advertising,
outreach, and credit repair; $2.78 million to African-American consumers who were unlawfully
denied or overcharged forloans; anda $3 million penalty. 1°® OnJune 25, 2018, the Bureau
announced that partieipation materials were mailed to potentially eligible African-American
borrowersidentified as harmed by BancorpSouth’s alleged discrimination in mortgagelending
between 2011 and 2015, notifying them how to receive redress. Startingon March 15, 2019,
checks were mailed to African-American borrowers who were confirmed as eligible to receive a

payment.

On February 2, 2016, working with the DOJ, the Bureau ordered ' Toyota Motor Credit
Corporation (Toyota Motor Credit) to pay upto $21.9 millionin damages to harmed African-

0 See 15U 8.C §r6arefh).
95 See supra Section 5.2,
6 Oetober1, 2018, through September 30, 2019

w7 Majority-minority neighborhoods or mmority neighborhoods refers to census tracts with a m merity population
greaterthan 50 percent.

o8 Consent Order, United Statesv, BancorpSouth Bank, No. 1:16-cv-00118-GHD-DAS (N.D. Miss. July 25, 2016),
ECF No. 8, https.((ies. consumerfinmmoegov Lidesments2oigot. ofeh_bmareSouth-consmi-onderpdl

®% Consent Order in re To_yom Motor Credit Corporation, CFPBNo. 2016-CFPB-0002 (Feb. 2, 2016), 3
hitws:files consnmedinaner.aondiantoos_clb. consent-ander-toua-mater-medi-comer im.ndl

63 SEMEANNUAL REPORT OF THE BUREAU, FALL 2018



157

American and Asianand,/ or Pacific Islander borrowers for unlawful diserimination. *° On
December 29, 2017, participation materials were mailed to potentially eligible borrowers whom
ToyotaMotor Credit overcharged for their auto loans notifying them how to participate in the
settlement fund. On February 1, 2019, checks were mailed to eligible, participating consumers.

On September 28, 2015, working in coordination with the DOV, the Bureau ordered ' Fifth
Third Bank (Fifth Third) to pay $18 million in damages to harmed African-Americanand
Hispanic borrowers forunlawful discrimination in autolending, 12 On December17, 2018,
participating African-American and Hispanic borrowers, whom Fifth Third overcharged for
theirauto loans, were mailed checks totaling $12 million, plus acerued interest.

8.3 Fair lending outreach

The Bureau is committed to hearing from and communicating directly withstakeholdersina
variety of ways. The Bureau regularly engagesin outreach through consumerfinance.gov,
internal stakeholders, private industry, fairlending, civil rights and consumerand community
advocates, academia, and other government agencies and regulators to: (1) educate them about
fairlending compliance and access tocreditissues and (2) hear their views on the Bureau's work
toinform policy decisions.

Outreachis accomplished through numerous channels, such as issuing compliance bulletins and
statements targeted to industry ; publishing blog posts, brochures and reports regarding fair
lending issues; deliveringspeeches, webinars, and presentations addressing fair lending and
access o creditissues;and participatinginsmaller meetingsand discussionswith external
stakeholders, including Federal and State regulators and agencies. During the reporting period,
participatedin 42 hevents for fairlending and access to creditissues. In
these events, staff worked directly with stakeholders and sharedinformation on fair lending
prioritiesand emerging issues. The Bureaualso heard feedback on fairlending issues and how

" i

™ On May 21, 2018, the President signeda joint resol y O wing the Bureay’s Bulletin
titled * fndlrecmutal.endmg undComd'nmva [hrbqua!Cmdl Oppanmnyﬁc{'f&.lﬂc(m,] which had
i bowt EOOA andits im pl ing reg , Reg B C wih thejoint
r}soiuﬂm rhewlemhasnofomoreﬁm The BCOA and Regulation Bare unch d it in faree and
effect

™ Consent Order, In re Fith Third Bank, CFPBNo. 2015-CFFPB-0024 (Sept. 28, 2015),
it msefinance.aou abent- g wu."‘zﬂr Aakes-actien-nganst-fhthind-hankorsae:
ot -gnedl- J?.lrgm-lwdg-cru practices

12 See supra note110.
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innovation can promote fair, equitable, and nondiscriminatory aceess tocredit. Some examples
ofthe topies covered inelude fair lending priorities, innovations in lending, HMDA, small
business lending, the Bureau's Tech Sprints Request for Information and the use of alternative
data.

8.3.1 Tech Sprints Request for Information

In September2019, the Bureau, through a collaboration between the Offices of Innovation,
Technology and Innovation, and Fair Lending and Equal Opportunity, issued an RF 3seeking
commentsand information toidentify opportunities to utilize Tech Sprints to encourage
regulatory innovation. 114

Used suceessfully by the Financial Conduct Authority in the United Kingdom, Tech Sprints
gatherregulators, technologists, financial institutions, and subject matter experts fromkey
stakeholders for several days to work togetherto develop innovativesolutions to elearly
identified challenges. Small teamsinelude participants from both the regulator anda diversity
ofentitiesto ensure the inclusion of regulatory, industry, and technology perspectives. The
regulatorassigns a specific regulatory compliance or market problem to each team and
challenges the teams to solve or mitigate the problem using modern technologies and
approaches. The most promisingideas can then be further developed eitherin collaboration
with the regulator or by external parties.

Specifically, the Bureau isinterestedin using Tech Sprints to:

*  Leverageclondsolutions, machine automated compliance checks that allow for
independent validation by regulators, and other developments that may reduceor
modify the need for regulated entities to transfer data to the Burean.

*  Continue to innovate HMDA data submission, processing, and publication to helpease
burden, increase flexibility, and resolve compliance challenges, while satisfyingall legal
requirements.

* Identify newtechnologies and approaches that can be used by the Bureau to provide
more cost-effective oversight of supervised entities, effective evaluation of compliance

2 hitps. ks conamenmanss aonddoamenta/alh il techosponia pdf

W Additional activity has {with this matter sincetheend of this reportmg period. The deadline for
submusion of comments and mformation closedon Novemberg, 2019 The Bureawis currently considering the
responses receitred

65  SEMEANNUAL REFORT OF THE BUREAL, FALL 2018



159

and risk, and closerinterface with financialindustry systems and technology that may
include the use, forexample, of analytical toolsin the review of mortgage origination
data.

*  Exploreothertechnological approaches to robust and secure data access orexchange
between regulated entities and the Bureau.

*  Reduce unwarranted regulatory compliance burdens.

In the RFI, the Bureau sought responses to questions, including:

*  Whatregnlatory compliance issues, problems, procedures, or requirements could benefit
frominnovation througha Bureau Tech Sprint?

*  What financial technology or other advances hold the most promise for helping
modernize regulatory compliance?

*  Other than organizing Tech Sprints, what else might the Burean do toencourage
innovation in financial products and services? Forexample, counldadvancesbe
encouraged by changesto certain Bureau rules or policies?

8.4 Fair lending coordination

The Burean's fair lending activity involves regular coordination with other federal andstate
regulatory and enforcement partners. Duringthe reporting period, the Bureau coordinated its
fairlending regulatory, supervisory, and enforcement activities with those of other federal
agencies and state regulators to promote consistent, efficient, and effective enforeement of
federal fairlending laws. Thisinteragency engagementseeksto address current and emerging
fairlending risks. The Bureau, along with the FT'C, Department of Housingand Urban
Development (HUD), FDIC, Federal Reserve Board (FRB), National Credit Union
Administration (NCUA), Office of the Comptroller of the Currency (OCC), DOV, and the Federal
Housing Finance Agency (FHFA), comprise the Interagency Task Force on Fair Lending, The
Bureauchairs the Task Force, which meets regularly to discuss fair lending enforcement efforts,
share current methods of conducting supervisory and enforcement fair lending activities, and
coordinate fair lending policies.

The Bureau also participatesin the Interagency Working Group on Fair Lending Enforcement,a
standing working group of federal agencies—with the DOJ, HUD, and FTC—that meets regularly
todiscuss issues relating tofair lending enforcement. The agenciesuse these meetingsto also
discuss fair lending developments and trends, methodologies for evaluating fair lending risks
and violations, and coordination of fairlending enforcement efforts. [naddition to these
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interageney working groups, the Burean meets periodically and on an ad hoe basis with DOJ,
HUD, and prudential regnlators to coordinate the Bureau's fair lending work.

During the reporting period, the Bureau also chaired the FFIEC 1S HMDA 116/ Community
Reinvestment Act Data Collection Subeommittee, asubcommittee of the FFIEC Task Force on
Consumer Compliance (Task Foree), that oversees FFIEC projects and programsinvolving
HMDA data collection and dissemination, the preparation of the annual FFIEC budget for
processingservices, and the development andimplementation of other related HMDA
processing projects asdirected by the Task Force.

4 Federal Finaneial Institutions Examination Councd.
% Home Martgage Disclosure Act.
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9. Analysis of the efforts of the
Bureau to increase
workforce and contracting
diversity consistent with the
procedures established by
the Office of Minority and
Women Inclusion (OMWI).

During the reporting period, the Bureau published its Annual Reportof OMWT activities. The
2018 Annual Report was issued on April §, 2019, 17

In July 2019, the Bureau developed and published the Diversity and Inclusion Strategic Plan
Update, FY 2019-FY 2022. '8 The Bureau continued executingon objectivesand strategies
outlined in the Bureau's Strategic Plan FY 2018-2022, 9 which complements and reinforcesthe
Diversity and Inclusion Strategic Plan FY 2019-2022.

Specifically, Objective 3.2 of the Bureau's Strategic Plan commits the Bureau to “maintain a
talented, diverse, inclusive and engaged workforce.” The plan requires the Bureauto achieve
this objective with specific strategies, which are:

* Establish and maintain human capital policiesand programs to help the Agency
effectively and efficiently manage a talented, diverse, and inclusive workforce,

*  Offerlearning and developmentopportunities that fosteraclimate of professional
growthand continuousimprovement.

e gauidata-researchy nesearch-reparts =20 S-afice-mi anit-andapemens
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*  Develophuman capital processes, tools, and technologies that continue to support the
maturation of the Bureau and the effectiveness of human resource operations.

*  Build a positive work environment that engages employees and enables them to continue
doing their best work.

*  Maintain comprehensive equal employ ment opportunity compliance and diversity and
inclusion programs, including those focused on minority and women inelusion.

9.1 Increasing workforce diversity

Asof September 2019, an analysis of the Bureau's current workforce reveals the following key
points:

*  Womenrepresent 50 percentof the Burean's workforce in FY 2019 12 with a one percent
increase from FY 2018, 1%

*  Minorities (Hispanic, Black, Asian, Native Hawaiian/ Other Pacific Islander, American
Indian/Alaska Native, and employees of Twoor More races) represent 41 percent of the
Bureauworkforce in FY 2019 witha one percent increase from FY 2018.

*  Asof September 30,2019, 12.9 percent of Bureau employees on permanent
appointmentsidentified as individuals with a disability. Of the permanent workforee,
3.4 pereentof employeesidentified asindividuals with a targeted disability. Asa result,
the Bureau continues to exceed the 12 percent workforce goals foremployees with
disabilities and two percent for employees with targeted disabilities—in both salary
categories asrequired in the EEOC's Section 501 regulations.

The Bureau engagesin the followingactivities to increase workforce diversity:
*  Staffing;:

2 The Burean continues to enhance diversity by recruiting, hiring, and retaining highly
qualified individuals from diverse backgrounds to fill positions at the Bureau.

o During the reporting period, the Bureau conducted acomprehensive Staffing
Planning initiative which resultedin new headcountallocations foreach Division.

20 Ogtober, 2018-September 30, 2015,
21 Oetober 1, 2017-September 30, 2018,
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o The Burean had 59 new hires which included 52 (54.2 percent) women and 20 (33.9
percent) minorities.

o The Burean utilized the student volunteer internship program for the summer of
2019 to host 33 students in positions across the Bureau.

o The Bureau also utilized the student volunteerinternship program, other
professional development programs, and recruitmentefforts divected to reach
veterans and applicants with disabilities to assist in the Burean'sworkforce needs.

*  Workforee engagement:

o Topromoteaninclusive work environment, the Bureau focuses on strong
engagementwith employeesand utilizes an integrated approach of education,
training, and engagement programs that ensures diversity andinclusion and non-
discrimination concepts are part of the learning curriculum and work environment.
Employee groups, cultural education programs, and diversity andinelusion
training are key components of this effort.

9.2 Increasing contracting diversity

In accordance with the mandates in Section 342(b)(2)(B) of the Dodd-Frank Act, Section 2.4 of
the Bureau's Diversity and Inclusion Strategic Plan describes the efforts the Bureau takes to
increase contracting opportunities for diversebusinesses including Minority-owned and
Women-owned Businesses (MWOBs). The Burean’sOMW1and Procurement offices collectively
work toincrease procurement opportunities for participation by MWOBs.

9.2.1 Outreachto contractors

The Bureau promotes opportunities for the participation of small and large Minority-owned and
Women-owned Businesses by:

*  Actively engaging Bureau business units with MWOB contractors throughout the
acquisitioncycle.

* Developingaquarterly “How to Do Business with the CFPE” forum series that includes
technical assistance outreach and other resources—such as procurement forecasts of
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peomingcontract opportunities—digitally on the Bureau'swebsite. '2OMWI conducted
the forum pilotin July 2019 and launched the series in November 2019, 12

*  Participatingin three national supplier diversity conferences that help to foster business
partnerships between the federal government, its U.S. prime contractors, minority-
owned businesses, and advocacy forwomen business owners and entreprenenrs.

Asa resultof these efforts, 51.5 percent of the $60 million in contracts that the Bureau awarded
orobligated during the reporting period went to MWOEs. The Burean'sspend with MWOBsin
each MWOB category increasedsince the last report. The followingtable represents the total
amount of dollars spent/ disbursed to MWOBs as a resultof contract billing,

TABLE 3: DOLLARS SPENT TOWARD MINORITY-OWNED AND WOMEN-OWNED BUSINESSES ™

Dollars Spent PercentofTotal  MWOB Category

$9,000,110 14.9% Women Ovwned

$1,059,632 1.8% Black/Afiican American
$1912,289 3.2% Ameican Indian/Alaskan Native
$10,080,536 16.7% Asian/Pacific Islander American
$874,697 1.5% Hispanic American

9.3 Diversity within the Bureau contractors’
workforces

In accordance with the mandates in Section 342(c)(2) of the Dodd-Frank Act, OMWI has
developed Good Faith Effort (GFE) standards for the collection and assessment of
documentation of its contractor’s workforce and subcontractor diversity practices. The Burean

=2 hitps. o mconsumenfinance. qou/about-ue/dom a-basinessanith-us/
2t Doing Business with the CFPBseries launched November 2019

& Data i this table i for FY' hroughSeptember 30. A singleCont may qualfyformore than one
! e category; tofal numb teach Contractor only once.
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continues toinclude a GFE clausein all CFPB contracts that notifies Contractors of their
responsibilities under Dodd-Frank.

9.4 Assessing diversity of regulated entities

PursuanttoSection 342 (b) (2) (¢) of the Dodd-Frank Act, CFPBdevelopeda process toassess
the diversity policies and practices of the entitiesthe Bureauregulates. The Bureauconducteda
multi-pronged outreach strategy including direct entity contact, meetings with trade
organizations, and joint outreach with other federal regulators to engage entities to participate
in the voluntary self-assessmentprocessin the Fall 2019. The Burean developed anonline data
collectiontool to collect and manage submitted assessmentdata. The toolis available onthe
Bureau'swebsite, The Bureau will continue to conduet direct outreach to encourage entities to
assess their diversity and inclusion policies and practices and submit their self-assessment to
the Bureau.
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APPENDIX A: ADDENDUM

Annual Report on the Truth in
Lending Act, the Electronic
Fund Transfer Act, and the
Credit Card Accountability
Responsibility and Disclosure
Act

TheTruthinLending Act (TTLA) 25 and the Electronic Fund Transfer Act (EFTA) 2 require the
Consumer Financial Protection Bureau (CFPB or Bureau) tomake an annual report to Congress
that includes a description of the administration of functions under TILAand EFTA, and an
assessment of the extent to which compliance with TILA and EFT A has been achieved. In
addition, the Credit Card Accountability Responsibility and Disclosure Act (CARD Act) '
requires reporting on supervisory and enforcement activities with respect to compliance by

credit cardissuers with applicable Federal consumer protection statutes and regulations, 12

This Report providesthe information required by TILA, EFT A, and the CARD Act for the period
January 1,2018-December 31, 2018.'# This Report describes the Burean'sand other agencies’

BErsUS.C §1613
2615 1.5.C §1603p.
s US.C§166(e).

28 it 2012, the Federal Reserve Board (FRE) and the Bureau agreed that responsibility for the reporting required
by the CARDAct passedto the Bureau under the terms afthe Consumer Fnancial Protection Act of 2010.

29 In orderto faciitate reporting on an interagency basis, this TILA, EFTA, and CARD Act Report is based on the
fullcalendaryearaf2018. The TILA, EFTA, and CARDAct Report contaiming 2016and 2017 calendar year
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enforcement efforts and required reimbursements to consumers by supervisedinstitutions as
they relate to TILA, EFTA, the CARD Act, and their respective implementing regulations,
Regulation Z (for TILA and the CARD Act), *2¢and Regulation E (for EFTA). Italso providesan
assessment of the extent of compliance with the provisions of TILA, EFTA, and their
implementing regulations.

informationcan befowndon the Bureau’s public website at fi{tns. Wi cormmmeingmes gadate,
mseaehsseqli-nmarts nmbiepontezoonaresntinefuzond:eqdon . Priorreportscan be found in
the Bureau's 2003-2016 Fall Sem #Annual Reports toCongress, and as with this 2008 report, future reports will
bencludedas an addendum in the Bureau's Fall Semi-Annual Report.

B0 The Federal Trade Commission's (FTC) enfc tes in this Report alsoinclude references to
ialations ofthe C LeasingAct (CLA) and Regulation M. The CLA is dmentto TILA. Seeis
11.5.C. §1667-1667
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Public enforcement actions and
reimbursements — TILA, EFTA,
CARD Act

TILA: Public enforcement actions and
reimbursements

The purposes of TILAinclude: (1) to assure meaningful disclosure of credit terms so that the
consumer will be able to compare more readily the various eredit terms available and avoid the
uninformed use of credit, and (2) to protect the consumer against inaccurate and unfair credit
billing and credit card practices. 151.5.C. §1601(a).

The enforcement efforts made, and reimbursements required, by all the agencies assigned
enforcementauthority under T1LA are discussed in this section.

The agencies charged withenforcementof TILA under 15 U.S.C. §1607include:

= the Burean,

* the Federal Deposit Insurance Corporation (FDIC),
= the Federal Reserve Board (FRE),

= the National Credit Union Administration (NCUA),
* the Office of the Comptroller of the Currency (OCC),
s the Federal Trade Commission (FTC),

= the Departmentof Transportation (DOT),

= the Farm Credit Administration (FCA), and
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* the Agricultural Marketing Service (AMS) of the U.S, Department of Agriculture
(USDA).

During the reporting period of January 1, 2018, through December 531, 2018, the following
agencies reported public enforcement actions under TILA, including:

TABLE 1: 2018 PUBLIC ENFORCEMENT ACTIONS RELATED TO TILA

Agency Summary

Issued a consent order against a bank for filing to reevaluate and reduce the
annual percentage rates (APRs) for certain consumer credit card accounts
and for failing 1o have reasonable written policies and procedures in place to
conduct APR reevaluations, in violation of TILA and Regulation Z.

Issued a consent order against a small-dollar lender for, among other

CFPB violations, failing to disclose properly the finance charg cialed with its
auto title loans and for using advertisements that failed to disclose the APR
and other information, in violation of TILA and Regulation Z.

Filed a complaint againsta company for, among other violations, allegedly
failing to disclose for its loans a measure of the cost of credi, expressed asa
yearly rate, in violation of TILA and Regulation Z.

FoIC Issued three public enforcement actions related fo violations of Regulation 2

Issued a consent order against an airline for, among other violations, failing to
Dot tssue timely refunds vith resped to purchases of cerain tickets for children
under the age of two, in violation of TILA and Regulation Z.

Filed a complaint against a group of four auto dealers for, among other
violations, allegedly failing to disclose required terms in social media
advertisements in violation of TILA and Regulation Z {credif) and CLA and
Regulation M (leases).

Nootheragencies with TILA enforcement authority reported taking any public enforcement
actionsrelated to TTLA duringthe January 1,2018, through December 51,2018, time period.

8t The Grain Ins pection, Packers, and Stockyards Administration (GIPSA hwas elim inated as a standalone agency
withm the U.S. Department of Agriewlture (USDA) in 2017, Thefunctions previously performed by GIPSA have
been incorp finto the Agricultural M arketing Service (AMS), and TILA and EFTA reporting now comes from

the Packers and Stocky ards Davision, Fair Trade Practices Program, AMS.
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For T1LA and Regulation Z violations found during the same time period, the CFPB, FDIC, FREB,
and NCUA required 4 6 institutions to reimburse an estimated 1.8 million consumers
approximately $337.4 million. This amountinelud sementsrequired by the
enforcementactionsnoted inTable 1, as well as non-public supervisory orenforcement actions,
and includes violations for other Federal consumer financial laws.

EFTA: Public enforcement actions and
reimbursements

The purpose of EFT Ais to provide a basie framework establishing the rights, liabilities, and
responsibilities of participants in electronic fund and remittance transfer systems. The primary
objectiveof EFT Ais the provision of individual consumer rights. 15U.5.C. §1693(b).

The enforcement efforts made, and reimbursements required, by all the agencies assigned
enforcementauthority under EFT Aare discussed in this section.

Asrequired by EFTA, the Bureau monitors what effects the act has on compliance costs for
financial institutions, as well as the benefits of the act to consumers.

Consumers use electronic payments more than any other type, and consumer reliance upon
electronic pay ments relative to that of non-electronicpay mentsisincreasing. Accordingto the
2018 Survey of Consumer Payment Choice, the average consumer makes 72 payments amonth.
For the average consumer, 60,0 percent of payments use a debit, credit, or prepaid card; 28.8
percentuse cash, paperchecks, or some otherpaper payment instrument; and 10.4 percent use
some other form. 13 Consumer use of cash has been steady since 2010; however, check use has
declined steadily and now makes up five percentof all payments. '3 Check use is diminishing
evenamongconsumers thatuse checking accounts: while go percentof consumershada
checkingaccount, only 78 percent had paper checks, down from 9o percentin 2008, 1% Debit
(and eredit) card payments have generally inereased to replace the declining check and cash

w2 The iniig 0.8 percent of g ts are direct deductions from come. See Kevin Foster, Claive Green, and
Joanna Stavins, “The 2018 Surveys of C F Chowe: y Results.” Avalable at:

hites e rbatlanta era = medio. deaenents banking eon sime r-Raum s -0 Foonsmer-RamEnt:
cho wrvey pf-consymer-pay ment-choice pdf, pp. 7-6.

Brd,

B id,
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share. '35 [naddition, more than one third of all consumers had made a mobile payment,
regardless of the underlying electronic method. 12¢

Within the universe of electronic payments, consumers conduct an array of electronie fund
transfers (EFTs), including debit eard, electronic benefit transfer (EBT ) card, prepaid card
(including gift card), automated clearinghouse (ACH), and mobile phone-enabled person-to-
person (P2P)payments. Inaddition, EFTsinclude consumer automated teller machine (AT M)
transactions and certain remittance transfers.

Consumers conduct over 85 billiondebit, EET , and prepaid card paymentsand transact over $3
trillion across transaction (non-credit) card accounts annually. According to the mostrecent
Federal Reserve Payments Study, debit card volume totaled $2.75 trillion and 72.7 billion
transactionsin 2018. '¥" Thatsameyear, EBT pay ments totaled approximately $60 billionand
2.2 billion transactions, '3 Further, prepaid card pay ments totaled $290 billionand 11,6 billion
transactionsin 2018. '3 According to the 2018 Survey of Consumer Payment Choice, slightly
over 80 percentof consumers owned a debit card and approximately half of consumers owned a
prepaidcard. ¢

Although consumers tend to conduct fewer ACH transactions relative to card transactions, the
[ dollarvol ACHis higher. ACHvolume totaled approximately 23 billion
transactions and $51.2 trillionin 2018, 4! These totalsincreased approximately 7.0 percent and
0.4 percent, respectively, from 2017. 4 The Bureau estimat account debits
represent slightly more than half of all ACH transaction volume andover 40 percent of ACH
dollarvolume. 14

wild.
B8 fd,

o Avadableat: hitps.wiww federalreserve gou/new suents pressreleases files 2org-paymenis-study-
2Ll

B81d. Note, however, thatmany of th fEFTA and Regud Edo not apply to EBT systems that
are establihed under Stateor locallaw arndmmastmdbyn Stateor localgovernment,

wid.
HO Supra note 32,

“‘NAC}L‘\ pm’s release. Available at iftps./apuny. nocha.org news/aof-nete ork-moves-22-billion-payments-

M2 NACHA press refease. Available at hi{ps./. qcha.org/news/achnstpork-uohme-gndyalieA-nae

highs:z07
M3 Forreference, in 2015, ACH debit volume totaledapproxim ately 12. 5 billion tr : d$183
trillion, w hile the ACH Network p da totalof 24Btr K ling $.41.6T volume. See NACHA press
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P2Pr t ging and fast-growi

L4

ngcategory of EFTs. The P2P EFT marketplaceis
challengingto size for several reasons. First,anumber of firms facilitate P2P EFTsovera
variety of proprietary platforms. Inaddition, many P2P services utilize legacy EFT platforms to
transmit payment messages and settle transactions, Asa result, P2P transaction volumeis often
conflated with that of the legacy payment systems upon which the P2P services rely. Further,
the Bureau's Prepaid Account Rule, which became effective on April 1, 2019, established a
definition for prepaid accounts (whichincludes certain mobile wallets) and explicitly brought
prepaidaccounts within the seope of Regulation E. Going forward, this rule could expand the
universe of pay ments that are subject to Regulation E. '# Anindustry analyst reported, based
on survey results and estimates, that 144 million, or57 percent of U.S. consumers made a P2P
paymentin 2017.145

ATM transaction volume has decreased slightly inrecentyears. Accordingto the most recent
Federal Reserve Payments Study, ATM cash withdrawals totaled 5.1 billion 2018, down from 5.2
billionin 2015. The total value of ATM withdrawals, however, increased from $o.77trillionto
$0.80trillion over thesamespan. Theaverage value of ATM cash withdrawalsincreased from
$146in2015t0$156in2018, 14

The Bureau published the Remittance Rule assessment reporton October 26, 2018, which
includes data on remittances transfers by financial institutions, including volume of transfers,
dollar volume, and information about the structure of the remittance market. 147 In2017,
consumers in the U.S. transferred over 325 million remittances worth more than $175 billion.
Money services businesses (MSBs) conducted 95.6 percentof all remittance transfers and
accounted for 54.6 percent of the dollar volume, 148

Theincremental costs associated with the EFT A are difficult to quantify because itis difficult to
determine how industry practices would have evolvedin the absence of statutory requirements.
The benefits of the EFT A are also difficult to measure, as they cannot be isolated from consumer
protectionsthatwould have been provided in the absence of regulation. The Bureau will
continue to consider the potential benefits and costs to consumers and financial institutions in

release. Available at hitps./hpunenosha.onginems/acvabime-nreusatperent-odding-ta-billiennament:
2015:0.
W4 See 12 CFR 1005.3(b )(1) fortheg I on of an EFT within dation £ ThePrepmd Rule expands the

definition of an account within Reg'uhmnﬁan:'f.‘m 1005 2{b)N3)1). Comment 12 CFR 1005. 2{b){3))-10
addresses acoounts with a primary function ofconducting P2P transfers.

i Talie Baker and Judy Fishman, Person-to-person Faymentsin the UU.8.: The Casefor Real Time, Aité Group (Feb
2019), avatableat hitps. aitegrou s <D tine

46 Supranote137.

47 Available at hitps.ffes sonsimsnfan.govtidesmentsdold. enitansenul-assessuent. epot.pdl
HE Iq
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evaluating new rulesunder EFTA. The Bureau will also continue to monitor the market and
evaluate the adequacy of consumerprotection under EFT A,

The agencies charged withenforcementof EFTAunder 15 U.S.C. § 1695 include:

= the Bureau,
* the FDIC,
* the FRB,
*  the NCUA,
« the OCC,
*  the FTC,

s the DOT,and

*  the Securitiesand Exchange Commission,

During the reporting period of January 1, 2018, through December 31, 2018, the following

agenciesreported public enforcement actic der EFTA, includi

o

TABLE 2: 2018 PUBLIC ENFORCEMENTACTIONS RELATED TO EFTA

Agency

Summary

FDIC

Issued three public enforcement acfions related fo violations of Regulation E.

Filed a complaint and obtained a temporary restraining order and asset freeze
against a group of Infemet marketers and sellers of productsincluding skin
creams and electronic cigareftes for violating EFTA and Regulation E by
allegedly failing to obtain from consumers a signed or similarly authenticated
written authorization for preauthorized elecironic fund transfiers from their
accounts, and for failing to provide them a copy of the authorization.

Filed a complaint and oblained a temporary restraining order against a group
of Intemel marketers of personal care products and dietary supplements for
allegedly debiting consumers' bank accounts on a recuming basis without
obtaining awritten authorization from them or providing them a copy of the
authorization in violation of EFTA and Regulation E.

Filed a complaint and obtained a temporary restraining order against a
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Agency Summary

company marketing products for smoking cessation and weight loss for
violating EFTA and Regulation E by allegedly debiting consumers’ bank
accounts on a recurring basis without obtaining a writlen authorization or
providing consumers with a copy of the authorization.

Ohbtained a settlement against a health products company and its owner for,
among other things, allegedly obtaining and charging consumers’ debit card
numbers without authorization in vielation of EFTA.

Obtained court orders against skincare markefers for violating EFTA and
Regulation E by allegedly failing to obtain written authorizations in a manner
that complies with EFTA.

Nootheragencies with EFT A enforcement authority reported taking any public enforcement
actionsrelated to EFT A during the January 1,2018, through December 31,2018, time period.

For EFT Aand Regulation E violations found during the same time period, the CFPBand NCUA
required 11 institutions to reimburse an estimated 124,855 consumers approximately $6.8
million, Thisamount includes reimbursements required by non-public supervisory or
enforcementactions.

CARD Act: Public enforcement actions and
reimbursements

The CARD Actamended TILA to establish fair and transparent practicesfor the extension of
creditunderan open-end consumercredit plan. Section502(e)of the CARD Aetrequires
reportingon supervision and enforcement activities undertaken by the Federal banking agencies
(the FRB, FDIC, and OCC) and the FT'C with respectto compliance by credit card issuers with
applicable Federal consumer protection statutes and regulations, including the CARD Act and
Section 5 of the FTC Act.

During the reporting periodof January 1,2018, through December 31,2018, the following
agencies reported public enforcement actions under the applicable Federal consumer financial
protection laws:
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TABLE 3: 2018 ENFORCEMENT ACTIONS RELATED TO THE CARD ACTOR SECTION 5 OF THE
FTC ACT

Issued a consent order against a bank for, among other things, a discrepancy
occ between the disclosed and actual activation dates of a credil-card backed
overdrat protection product, in violation of Section 5 of the FTC Act.

No other ageneies reported taking public enforcement actions related to the CARD Actor other
applicable Federal consumer financial laws during the January 1,2018, through December 31,
2018, time period.
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Assessment of compliance and
common violations — TILA and
EFTA

The agencies thatare members of the Federal Financial Institutions Examination Council
(FFIEC) reported overall compliance by supervised entities with TILA, EFT A, and their
respective implementing regulations. 149 The agencies did report, however, that more
institutions were cited for violations of Regulation Z than Regulation E over the 2018 reporting
period. Based on the information reported by the FF1ECagencies, this section outlines the most
frequently cited violations of Regulation Zand Regulation E across the FFIEC agenciesfor each
reporting period. '3

For the reporting period of January 1, 2018, through December 31, 2018, the most frequently
cited violations of Regulation Z across the FFIEC agencies were:

* 12C.FR. §1026.10(e) - On closed-end credit, failure to disclose good faith estimates of
the disclosures.

* 12C.FR§ 1026.57(a) - For each transactionsubjectto 12 C.F.R. § 1026.19(e), failure to
disclose the generalinformation contained in this section.

* 12C.F.R. §1026.38(a) - Failure todisclose the title of the form, "Closing Diselosure,”
using that term for certain mortgage transactions.

* 12C.FR. §1026.38(f) - Failure to provide consumers withspecific information under
the heading “Loan Costs” on the Closing Disclosure.
For the reporting period of January 1, 2018, through December 31, 2018, the most frequently
cited violations of Regulation E across the FFIEC agencies were:

* 12C.FR. § 1005.11(c) - Failure to comply with the investigation and timeframe
requirements for resolving errors in electronicfund transfers.

49 Other agencies either did not conduct compliance examinations for TILA, EFTA, and their res pective
implementing regulations, or reported general compliance for the laws under their jurisdiction

¥ Because the FFIEC agencies use different methods to compile data, the information presented heresupports only
general conclusions.
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* 12C.F.R §1005.11(d)- Failure to follow the required procedures when an investigation
determines no ervor, oradifferenterror occurred.

Qutreach related to TILA and
EFTA

The FFIECagencies conducted training and issued guidance and examination procedures to assist
supervised institutionsin complying with the requirements of TILA, EFTA, and their respective
implementing regulations. The agencies also provided gnidance to consumers on these topics
through various means, such as Federal Register Notices, workshops, blogs, and other outreach

events.

In 2018, the FTCissued a staff perspective onits earlier military consumer financial workshop,
which broughttogether military consumer advocates, government representatives, military legal
clinics, all service branches, andindustry representatives to examine financial issuesand scams
that can affect military consumers, includingservicemembers and veterans. Amongother things,
the staff perspective discussed protections under the Federal consumer financial proteetion laws,
including TILA, CLA, and EFTA. The FT Calsoissued several blog posts discussing the FTC's cases
and other initiativesin the areas of automobiles, military consumerissues, and payday lending.
The FTCreleased ablog post for businesses about pet leasing, a relatively new practice, and
advised businesses about the need to comply with the CLA, by providing lease terms in writing,
clearly and conspicuously to consumers before they sign lease agreements, and for retailers that
advertise petleases toinclude required lease terms in their promotions. The FTCissued blog posts
for consumers and businesses providing guidance about negative option plans and “free” trial
offersand recent caseson these issues, ineluding addressing EFT A and Regulation E violations and
offering tips to consumers to avoid incurring automatic debits to their accounts. The FTCalso
released a blog poston card skimmers at gas pumps and illegal card readers, with guidance about
Federallaw protections (e.g., TILA and EFT A) for consumers as to unauthorized credit card
purchasesand electronic fund transfers.
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ACA

INTERNATIONAL

The Asoc

and Coll

March 9, 2020

Chairman Michael D. Crapo Ranking Member Sherrod C. Brown
U.S, Senate Committes on Banking 1.8, Senate Committee on Banking

Housing and Urban Affairs Housing and Urban Affairs

534 Dirksen Senate Office Building 534 Dirksen House Office Building

Washington, DC 20515 Washington, DC 20513

Dear Chairman Crapo and Ranking Member Brown:

On behalf of ACA International {ACA), the Association of Credit and Collection Professionals, 1
am writing conceming tomorrow’s hearing, “The Consumer Financial Protection Bureau’s
(CFPB) Semi- Annual Report to Congress.” ACA Intemational is the leading trade association
for credit and collection professionals representing approximately 2,500 members, including
credit grantors, third-party collection agencies, asset buyers, attomeys, and vendor affiliates in an
industry that employs more than 230,000 employees worldwide.

I Background

The accounts receivable management industry is one of the first industries to welcome new rules
from the CFPB and has worked closely with the Bureau since its inception on our shared goal of
serving consumers. This is evidenced in the extensive compliance resources ACA members have
developed and studied in line with Bureau examination manuals and other materials, ongoing
discussions and sharing of resources and data for Bureau policymaking, as well as collaboration
on financial literacy projects, among many other undertakings. This collaboration throughout
both Democrat and Republican administrations stems from the fact that ACA members support
the stated mission of the CFPB to protect consumers in the financial services marketplace.
However, since its inception, we have been disappointed when in many instances the Bureau has
failed to fulfill its statutory mission and obligations that require it to make markets for consumer
financial products and services work in a fair, transparent, and competitive manner. Accordingly,
ACA asks both Congress and the Bureau to consider the following points.

ACA members play a critical role in ensuring that consumers can continue to access credit and
services. As an academic study about the impact of debt collection noted, “In a competitive
market, losses from uncollected debts are passed on to other consumers in the form of higher
prices and restricted access to credit; thus, excessive forbearance from collecting debts is
economically inefficient. Again, as noted, collection activity influences both the supply and the
demand of consumer credit. Although lax collection efforts will increase the demand for credit
by consumers, the higher losses associated with lax collection efforts will increase the costs of
lending and thus raise the price and reduce the supply of lending to all consumers, especially

ASSOCIATION HEADGQUARTERS FEDERAL COVERNMENT AFFAIRS OFFICE
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higher-risk borrowers,” In short, consumer harm can result in several ways when unpaid debt is
not addressed, and ACA members work to help consumers understand, address and improve their
financial situations.

Consumers need the information that ACA members provide to maintain their financial health,
and open communication can often lead to the most favorable outcome. It is greatly
disappointing that over the past several months, the House Financial Services Committee has
passed legislation that would impede these important communications with consumers.
Accordingly, we urge the Senate to reject flawed House legislation, which ultimately harms both
the economy and consumer’s ability to access credit and services. Instead, we ask that the Senate
work with the CFPB, consumers, and industry together to develop informed policies that protect
small busi and other ¢

I ACA Supports Providing Regulations for the Fair Debt Collection Practices
Act

The accounts receivable management industry has been looking for clear regulatory guidance on
the Fair Debt Collection Practices Act (FDCPA). since its enactment in 1977. Congress did not
provide the Federal Trade Commission (FTC), the previous agency with jurisdiction over the
debt collection industry, with any rulemaking authority under the FDCPA. However, the Dodd-
Frank Wall Street Reform and Consumer Act (Dodd-Frank Act) provided the CFPB rulemaking
authority for the debt collection industry. Thus, in May 2019 after more than seven years of
research, the Bureau proposed the first ever rules for the FDCPA. Overall, ACA believes that the
Bureau’s efforts are necessary to resolve ambiguities in the FDCPA and help create uniform
national standards.

Nonetheless, as outlined in ACA’s extensive comments on the rule’, in several parts of its
proposal the Bureau attempts to add new requirements that impose significant burdens on the
accounts receivable management industry without any quantitative evidence of consumer harm
in those areas. Moreover, certain solutions in search of problem lack empirical data to support
their proposals such as certain arbitrary limitations on communications. ACA cautions both
Congress and the Bureau that creating overly complex requirements for the debt collection
industry has proven in states like New York? to increase the likelihood that creditors file
lawsuits, rather than encourage communications that can result in a more favorable outcome for
consumers, The work of the accounts receivable management industry allows consumers and
creditors to settle debts outside of litigation. Therefore, any regulation that makes this overly
cumbersome and interferes with meaningful communication between collectors and consumers

. ?3« wu:l\: Ddd, “The Law and ancmu:s o[ Consumer ch‘t Collection and Its Regulation,” available at

i Fo]]ov\ ing Lhe enactment of new debt collection !egulauons in 2013, in Mew York Slale co]]ecuons lawsuit filings
rose 32% in 2018 and 61% in 2017 from pre-2015 levels. ACA believes that this i an overall bad outcome for
consurners, and advises the Bureau to avoid tipping the trend toward litigation at a national level. The New York
Department of Financial Services issued regulations that took effect on March 3, 2015, except for certain provisions
relating o itemization of the debt to be provided in initial disclosures and relating to substantiation of consumer
debts, which were effective Aug, 3, 2015. The New York DFS rules are similar m many respects to those proposed
by the Bureau.
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will likely increase litigation and take away options to work out pavment plans or other
consumer preferred outcomes,

III.  The SNPRM for “Time-Barred Debt” Must be Improved Upon to Ensure
Small Businesses and Creditors are Not Harmed

In late February, the CFPB released a 103-page Supplemental Notice of Proposed Rulemaking
(SNPRM) concerning out-of-statute debt. In our initial review of the SNPRM, ACA has serious
concerns that the Bureau has grossly under-estimated the impact it will have on small businesses
and the larger economy. OF primary concern is that the question of whether a debt is out of
statute is not always a simple question, and sometimes requires an analysis that goes far beyond
any duty that Congress has imposed on the accounts receivable management industry under the
FDCPA. Thus, ACA is very concerned about potential negative consequences resulting from
essentially proposing to require collectors, who in many cases are not attorneys, to provide what
is akin to legal advice. Furthermore, overly complex requirements in this area that conflict with
or duplicate state laws may impede the ability to collect on rightfully owed debt, which will harm
creditors, small businesses, and the economy as a whole. ACA will be providing comprehensive
suggestions on improvements that should be made to the SNPRM during the comment period
and we ask that Congress consider and support these suggestions made on behalf of your
constituents.

IV.  The CFPB’s Complaint Database Paints an Inaccurate Portrait of the Deht
Collection Industry

The Bureau has on numerous occasions reported that the debt collection industry receives a high
number of complaints. However, in this reporting the Bureau continues to fail to contextualize
the number of complaints as compared to the large number of contacts the debt collection
industry makes to consumers over a given year, which the Philadelphia Federal Reserve
estimates to be well over one billion." Particularly because of the outdated FDCPA that makes
the use of modern communication such as email difficult, the debt collection industry is forced
to rely on making phone calls as its primary method of contact resulting in a larger number of
contacts than other industries. Providing better understanding of why this is the case would be
important in truly understanding what any complaint data means. The Bureau should focus its
resources on actual consumer harm rather than raw numbers of complaints provided without
context. In doing so, it would be apparent that the debt collection complaints account for only
0.005% of all consumer contacts made in a given year by debt collectors.

The Bureau also has reported that the debt collection industry has one of the highest response
rates of any industry that receives Bureau complaints.” What the Bureau fails to publicize is that
the vast majority of debt collection complaints are closed “with explanation.” meaning the

*Robert M. Hunt, PhD, Vice President and Director, Payment Cards Center Federal Reserve Bank of Philadelphia,
Understanding the Model: The Life Cycle of a Debt. Presented at “Life of a Debt: Data Integrity in Debt
Collection,” FTC-CFPE Roundtable (June 6, 2013) available at https:/Awww. fic.gov/news-events/events-
calendar/201 306Tife-debt-data-inteprity-debt-collection

* CFPE, Consumer Complaint Database, as of December 2017 available at hitps:/'www consumerfinance go
researchiconsumer-complaints/.
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consumer’s issue was specifically addressed and/or resolved.” Last fall the CFPB made several
changes to the complaint database, which ACA applauds. Nevertheless, despite these important
improvements providing more transparency to consumers through the updates to the website,
additional clarity for both consumers and the industry, that provide contextualization that better
reflects the true nature of the accounts receivable management industry is still needed. ACA will
continue to urge the Bureau to provide better contextualization of the number of complaints
compared to the number of contacts, and to do more work to weed out mere inquiries compared
to actual complaints or violations of law. Congress should support this increased transparency,

V. More Transparency and Due Process Should be Included in CFPB
Enforcement and Supervision Processes

To fulfill its statutory mission and obligations properly, the Bureau must strictly adhere to fair,
clear, and transparent enforcement processes and practices. Too often, the Bureau’s actions have
fallen short of these standards. Many who have been the subject of enforcement actions and the
supervision process view the experience as a one-sided imposition of the Bureau’s interpretation
of the law, with fims lacking effective recourse to put forward a contrary view and. more often
than not, pressured into settling to avoid the high cost of contesting the allegations. This sense of
pressure is particularly strong for small businesses that lack the resources for dealing with an
opaque, protracted, and unresponsive process.

ACA appreciates that the CFPB recently listened to well founded and serious concems about the
Bureau’s use of Unfair, Deceptive, or Abusive Acts or Practices (UDAAP) in supervision and
enforcement. Accordingly, it provided much needed guidance to consumers, the accounts
receivable management industry, and others in the financial services marketplace conceming the
use of the “abusiveness™ prong. Businesses in the financial services industry can best contribute
to a functioning credit-based economy and serve consumers when the CFPB is acting in a
transparent way and not engaging in rulemaking by enforcement. ACA applauds the Bureau’s
recent policy statement as a step in the right direction for limiting rulemaking by enforcement
which stalls innovation and creates unclear risks that are impossible to plan for from a
compliance perspective. However, rulemaking by enforcement is still present today in cases like
Consumer Financial Protection Bureau v. FCO” and the Bureau should continue to do more to
stop it. To fulfill its statutory mission and obligations properly, the Bureau must first articulate
rules, and then strictly adhere to fair, clear, and transparent enforcement practices.

VL. ACA Supports a Bipartisan Multimember Commission at the CFPB, as
Opposed to the Single Director Structure

U.S. Representative Blaine Luetkemeyer (R-Mo.) recently introduced legislation to replace the
single director position at the CFPB with a bipartisan commission. The regulatory certainty that
stems from a Commission, rather than a single director removable only “for cause™ benefits the
entire financial services marketplace and consumers. ACA supports Representative
Luetkemeyer’s legislation and urges the Senate to take up similar legislation. ACA members

# Josh Adams, PhD, Director of Research, ACA Intemational, 4 Review of Debt Collection Complaints Submitted to
the Consumer Financial Protection Bureau sLompJ‘amiDmbm m ’G} 7. ACA Intemmal White Paper

(January 2018), availsble at https:/www acaintemat

2017.pdf.
(\CJ\ lnlcmalmm] !.elh:r to FTC and CFPB,
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benefit from certainty about the Bureau’s leadership, which a commission provides. When there
is greater certainty about leadership, there is more clarity about what the CFPB’s priorities are,
more precise timelines for rulemaking efforts, and a better understanding of compliance
expectations. Consumers and those participating in the financial services marketplace benefit
from this level of confidence, and small as well as larger businesses including ACA members can
plan accordingly for potential rule changes and other new compliance expectations.

VII.  Congressional Solutions Proposed by the Majority in the House Financial
Services Committee have in Large Part been Woefully Flawed

We are hopeful that Congress can put partisan views aside and work together with the CFPB to
make common-sense reforms to the outdated FDCPA. As noted, under President Obama’s
Administration the Dodd-Frank Act provided the CFPB with rulemaking authority for the debt
collection industry. However, throughout the CFPB’s rulemaking process, we have seen wildly
partisan-driven swings from the House Financial Services Committee when seeking to address
these issues. For example, former House Financial Services Committee Chairman Barney Frank
{D- Mass.) introduced legislation directing the CFPB to solve the statutory problem for leaving
voicemails through rulemaking.® The FDCPA was drafted before voicemail widely existed and is
ambiguous about how one can simultaneously comply with its competing provisions when
leaving a voice message.” However, more recently the House Financial Services Committee has
taken issue with the Bureau’s efforts to resolve this statutory Catch-22, despite this arguably
being a prime example of why regulatory guidance is sometimes needed for outdated laws.

Unfortunately, in similarly misguided efforts, many debt collection bills introduced last year in
the House seek to impede communications between and collectors. This is concerning
because significant research has proven that limiting communication is not a consumer benefit,
because consumers then do not have the financial information they need to address and improve
their situations. Several debt collection related bills proposed this vear, including proposals such
as instituting a two-year wait before communicating with consumers to collect medical debt,
have no clear consumer benefit other than to delay debt obligations or create opaque
requirements that enrich the plaintiffs” bar.

An exception to the aforementioned multiple flawed bills is The Fair Debt Collection Practices
for Service Members Act (H.R. 5003), sponsored by U.S. Reps. Madeline Dean (D-Pa.), and
Warren Davidson, (R-Ohio), which amends the FDCPA to state that debt collectors, “in
connection with the collection of any debt of a covered member,” are prohibited from
representing to service members that failure to cooperate with a debt collector will result in a
reduction of rank, a revocation of security clearance, or military prosecution; or communicating
with a servicemember’s superiors in the chain of command. ACA applauds the House for

BSee H R 4I0i “Fm: Debt Coliomon Practices C]anrcu.!mn Actof 201-, avaltnbie at

?As cummlv defned in the FDCPA a communication "memsthe cotwe}mg of information regarding a debt
directly or mdmtiv toany person through any medium.” The FDCPA is clear in Section 805(b) that a debt collector
may not communicate with & person other than the consumer in connection with the collection of any debt, with
certain exceptions. Yet, n Section 807(11) the FDCPA requires that a debt collector identify itself as a debt collector,
inform the consumer that the debt collector is attempting to collect a debt, and that any information obtained will be
used for that purpose. Since the passage of the FDCPA there has been uncertainty surrounding the intersection of
these two provisions in the FDCPA because if a debt collector leaves such disclosures on a voicemail or other
message system, they nisk violating the prohibition against revealing information about a debt owed by a consumer to
a third party.
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unanimously passing this bipartisan bill that will benefit our service members. ACA supports
consumer protection laws designed to ensure that all service members — and all others- are
treated with respect, professionalism and are not exposed to deceptive or unfair practices as part
of their interaction with accounts receivable management industry professionals.

ACA encourages the Senate Banking Committee to review whether House bills related to debt
collection are supported with evidence that the proposed solutions will improve a consumer’s
financial health or their ability to access credit and services."” Unfortunately, partisan rhetoric
has led to multiple flawed pieces of legislation this Congress coming from the House Financial
Services Committee and opposition to common-sense reforms proposed in the CFPB rule. We
urge the Senate Banking Committee not to advance legislation lacking feedback and research
from both consumers and industry, and to work with the CFPB to engage in informed
policymaking that protects the interest of consumers, but also of small businesses and creditors
throughout the country who are rightfully owed debts and provide goods and services,

Thank you for holding this hearing and your attention to these important matters. We look
forward to continuing our engagement with the Senate Banking Committee.

Sincerely,

L,/’:;?

Mark Neeb
Chief Executive Officer

10 See je. ACA International letter Concerning Medical Debt Credit Reporting Bil, available at
hittps:/fwww.acainternational.org/assets/comments/aca-international-letter-hr-3622-final. pdf (Jan. 29,
2020).
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March 6, 2020

HELPING FINANCE THE AMERICAN DREAM SINCE 1919,

The Honorable Mike Crapo The Honorable Sherrod Brown

Chairman Ranking Member

Committee on Banking, Housing and Urban Committee on Banking, Housing and Urban
Affairs Affairs

534 Dirksen Senate Office Building 534 Dirksen Senate Office Building
Washington, D.C. 20510 Washington, D.C. 20510

Dear Chairman Crapo and Ranking Member Brown:

The Consumer Bankers Association [CBA) submits the following comments for the hearing entitled, “The
Consumer Financial Protection Bureau's Semi-Annual Report to Congress.” We appreciate the Senate
Committee on Banking, Housing and Urban Affairs’ continued oversight of the Consumer Financial Protection
Bureau (CFPB or Bureau) and its activities to safeguard consumers. CBA is the voice of the retail banking industry
whose products and services provide access to credit to millions of consumers and small businesses. Our
members operate in all 50 states, serve more than 150 million Americans and collectively hold two-thirds of the
country’s total depository assets.

It has been ten years since the Dodd-Frank Act passed Congress and nine years since the CFPB opened its doors
with “the purpose of providing a single point of accountability for enforcing federal consumer financial laws and
protecting consumers in the financial marketplace.” Today's banking industry is vibrant and strong, working
diligently to meet the credit needs of the consumers and communities they serve. As financial markets evolve,
regulation must be reviewed to ensure it is reflective of current market conditions that ensures consumers have
continued access to safe and affordable financial services products. In this letter, we offer legislative and
regulatory suggestions to lawmakers and the Bureau for the purpose of ensuring consumers continue to have
access to highly regulated financial products that enable them to achieve their financial goals,

Bipartisan Commission at the Consumer Financial Protection Bureau

Since its inception, the CFPB has been the center of political and legal debates about the legitimacy of its
leadership structure. In fact, this hearing comes as the Sup Court is preparing to hear ts this March
regarding a challenge to the structure of the CFPB and whether its single director leadership model is
constitutional. We are concerned the Seila Law v. CFPB case’ could result in a Supreme Court ruling that would
create a governance structure where the director is removable at-will; inviting increased political turmoil at the
Bureau, further undermining the mission and operations of the CFPB.

We share the concern stated in your October 4, 2019 Bipartisan Legal Advisory group motion before the
Sup Court that rec ds safeguarding the CFPB from executive and political interference, and suggest

that the appropriate and sensible remedy for the question at issue in the Seila case is for Congress to swiftly
pass legislation to ensure the CFPB's independence and constitutionality by replacing the single director

* Seila Law v. Consumer Financial Protection Bureau, 923 F.3d 680 (Sth Cir. 2019), petition for cert. filed (LS. June 28, 2019)
{No. 17-56324),

1225 EYE STREET, NW, SUITE 550, WASHINGTON, DC. 20005
consumerbankers.com
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structure with a five-person, bipartisan ission, as originally intended by the House when it first passed the
Dodd-Frank Wall Street Reform and Consumer Protection Act in 2010.” In total, bipartisan legislation
establishing a commission has passed the House Financial Services Committee six times and passed the House of
Representatives four times with both Democrats and Republicans voting in faver.

The CFPB director is currently a single officer responsible for leading the CFPB and is the chief decisionmaker
over all rulemakings, enforcement and supervisory actions that affect millions of Americans’ everyday financial
lives. This high level of authority is unparalleled when compared to other regulatory agencies. The potential of a
court ruling that could install a removeable at-will director would bring increased confusion to financial services
providers who have been asking that Congress inject stability and transparency into the Bureau. An at-will
Director, removable every four years, or sooner, would leave financial instructions with few assurances that the
rules they are complying with today would remain in place. When regulatory stability is eroded by changing
political dynamics, the consumer suffers from financial institutions’ inability to rely upon a consistent regulatory
environment,

Replacing the sole director model with a bipartisan, Senate confirmed, five-person commission would
depoliticize the CFPB while increasing stability, accountability and transparency for all consumers and industry
stakeholders. As we saw after the departure of Director Cordray, the CFPB's current governance structure is
subject to dramatic political shifts and strains with each change in presidential administration. Unpredictable
political shifts make it difficult for the financial services industry to plan for the future, ultimately stifling
innovation and limiting access to credit.

Itis crucial that appropriate checks and balances are in place given the scope and importance of the CFPB. It is
also important to insulate the Bureau from political shifts with each new director that could reduce its ability to
impartially ensure a fair and competitive marketplace. Congress should act before the Supreme Court decides
the CFPB's fate by sending legislation to the President’s desk that would create a hipartisan commission
governance structure = bringing the bureau in line with other regulatory agencies,

Regulatory Actions
Enforcement and Supervision

Director Kraninger has emphasized the need to use all the CFPB's tools to prevent consumer harm. This includes
properly educating cc and establishing clear in addition to ensuring compliance through
supervision and holding bad actors accountable through enforcement. A directive to utilize all of the Bureau’s
facilities marks a departure from how the CFPB has historically emphasized the enforcement process as a
regulatory tool and focused a large portion of industry interaction through enforcement actions, CBA
appreciates Director Kraninger's charge to use all four of the Bureau's tools that allow the financial services
industry to serve c while ing ¢ 5 are protected. However, CBA members continue to raise
concerns that the new directive has not worked its way throughout the Bureau, as many CFPB examiners
continue to present new issues on previously settled matters of law, lookback periods, and issues remediated by
other government agencies through their supervision processes,

Additionally, it has been brought to our attention that self-reported issues are receiving unbalanced and overly
punitive penalties. As the Bureau has stated, regulators should encourage financial institutions to “self-report,
self-examine and provide restitution where appropriate.” The CFPB's response to self-reported issues needs to

? Dodd-Frank Wall Street Reform and Consumer Protection Act, H.R. 4173, 111th Cong. §4103 (2010).



186

be consistent with this belief, within the scope of previous regulatory actions. Anything to the contrary would
be counterproductive to furthering a well-regulated, consumer-focused banking system.

Sound supervision should prevent consumer harm while still allowing financial institutions the flexibility to
develop new products and services to better serve customers. Examiners need to streamline procedures and
work with other regulators to create an efficient supervisory regime that protects consumer interests and
establishes clear rules of the road for financial institutions. CBA members still find examiner communication
lacking as there seems to be a persistent disconnect from CFPB leadership. The result is more arduous,
duplicative and inefficient exams for financial institutions that leave less time and resources to improve policies,
procedures and serve our customers.

To this end, we strongly encourage the CFPB to ensure that coordination with other regulatory agencies remains
a high priority and do more to streamline exam processes. CBA member banks are often supervised by multiple
federal regulators as well as the state regulatory bodies that supervise state-chartered banks. A single financial
services company can be examined by the Federal Reserve, the OCC, the FDIC, and the CFPB, among others. In
some cases, more than one agency is examining a bank for similar or related issues, each with a slightly different
set of lenses. The same or substantially similar documents are often sought by multiple entities, and repetitive
inquiries are often made to the same people inside supervised institutions, requiring additional time and effort
to respond to each duplicative inquiry. Better interagency coordination is needed to minimize the cost and
burden to financial institutions, allowing them to better serve their customers,

In a similar vein, enforcement can be a multiple agency process, with each agency taking on the same issue and
imposing its own penalties for related violations. The Treasury Department, in its 2017 report on financial
services, recognized this as problematic and recommended a single entity act as a traffic cop or coordinator to
minimize wasted effort by both public and private entities, CBA supports this approach to increased regulatory
coordination.

Cost Benefit Analyses

The Dodd-Frank Act's standards for rulemaking require the Bureau to consider, among other things, “the
potential benefits and costs to consumers and covered persons, including the potential reduction of access by
consumer to consumer financial products or services resulting from such rule.” Clear and rational regulations
that are promulgated with an of economic impact ge better understanding for all
stakeholders of the associated benefits and provide helpful data to ensure consumers’ access to credit is not
impeded with unnecessary and costly rulemakings. We believe these objectives are best met through a robust
public comment process, firm adherence to formal rulemaking, and flexible impl ion after a final rule is
issued. Under this framework, we would encourage the Bureau to not focus solely on policy-based rulemaking,
and to base new regulations on real-world data and rigorous economic cost-benefit analysis, as required by the

Dodd-Frank Act.

Remittance

In April 2019 the CFPBissued a Request for Information Regarding Potential Regulatory Changes to the
Remittance Rule (“Remittance RFI"). In the Remittance RFI, the Bureau sought comment on two aspects of its
Remittance Transfer Rule, subpart B of Regulation E {the “Remittance Rule”): (1) the pending July 2020
expiration of a temporary exception that, if certain conditions are met, allows insured depository institutions to
estimate the exchange rate and certain fees on remittance transfers, 12 CFR 1005.32(a) {"Temporary
Exception”); and (2] the Remittance Rule’s 100-transfer safe harbor that provides an exemption from the
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Remittance Rule for institutions that send 100 or fewer annual remittance transfers, 12 CFR 1005.30{f)(2). CBA
appreciates the Bureau's willingness to work with industry participants to find a solution to this impending
problem. Bank-provided remittance transfers are an important service for bank customers, Without action by
the Bureau, the Temporary Exception expiration will have the perverse effect of reducing consumer choice,
forcing bank cust to use less ¢ ient or more expensive services, and leave some consumers without
alternative means of sending transfers that they send today through their banks. Accordingly, CBA requests that
the Bureau:

+ Recognize the distinct segment of the remittance transfer market that is served by banks; and

o Utilize its existing authority to permit banks to provide estimated disclosures so that they can continue
providing remittance transfer services to their customers with the same worldwide reach that their
customers are accustomed to today.

The Remittance Rule implementing section 1073 of the Dodd-Frank Act (codified at section 919 of the Electronic
Fund Transfer Act {“EFTA")) established a comprehensive ¢ protection system for consumers sending
remittance transfers from the United States to individuals and busi in foreign countries, The Remittance
Rule requires consumer disclosures that include the price of a remittance transfer (including most fees and the
exchange rate), the amount of currency to be delivered to the recipient, and the date the funds will be available
to the recipient.

Although disclosures are generally required to be exact, section 1073 of the Dodd-Frank Act provided a time-
limited exception allowing insured depository institutions that satisfy specified conditions to estimate certain
fees and the exchange rate. The Remittance Rule incorporated this exception. Congress initially set the
exception to last for five years, until July 2015, and authorized the Bureau to extend the exception further, to
July 2020, if the expiration “would negatively affect the ability of [insured institutions] . . . to send remittances.”
In 2014, the Bureau made such a determination and extended the exception to July 21, 2020. In doing so, the
Bureau explained insured institutions were, for some transfers, unable to disclose exact exchange rates or fees
and that the Bureau did not expect solutions to this problem to emerge before July 2020.

Recently, the Bureau assessed the Remittance Rule (“Assessment”). The Assessment found that, in 2017, bank
and credit union-initiated remittance transfers made up less than 5 percent of the total volume of remittance
transfers but accounted for 28.2 percent of the total value of remittance transfers, The Assessment also found
that, although the percentage of banks using the Temporary Exception dropped since the Remittance Rule took
effect 11.6 percent of banks reported using the Temporary Exception in 2017 for 10.2 percent of their transfers
{or 6.4 percent of all bank remittance transfers).

Small-Dollar Bank Lending

On February 6, 2019, the CFPB issued a proposed rule to revise its controversial November 2017 small-dollar
loan rule (2017 Rule), The proposal would effectively rescind the 2017 Rule’s requirement that lenders
determine a borrower’s ability to repay prior to extending small-dollar and certain other types of covered loans.
The CFPB has also finalized a delay of the compliance date for the 2017 Rule’s existing ability to repay provisions
to November 19, 2020. According to the proposal, the CFPB believes that the 2017 Rule’s ability to repay
provisions would have the effect of eliminating lenders willing to participate in the market, thereby decreasing
consumer access to credit and competition in credit markets. We agree with the Bureau's assessment of the
2017 rule and applaud the proposal that will help depository institutions offer short term credit products,
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The proposed rescissions would substantially decrease the significant burdens on lenders that would be
imposed by the existing ability to repay requirement. The 2017 Rule would require lenders to obtain extensive
information about a consumer’s finances and use the information to project whether the consumer will be able
to make payments for his or her existing payment obligations and the payments under the covered loan and still
meet basic living expenses for a period of thirty days. The changes in the proposed rule may encourage lenders
previously discouraged by the requirements under the 2017 Rule to engage in small-dollar, short-term loans.

Lenders would still be subject to the 2017 Rule’s payment provisions, which require a lender to obtain a new
customer authorization to attempt to withdraw funds from a consumer’s account following two consecutive
failed attempts to withdraw payments from that account. The provisions also require lenders to provide
consumers with a written notice prior to a first attempt to withdraw payment from a checking, savings, or
prepaid account and before subsequent attempts to withdraw payments if the pay dates, or
payment channels differ from the first attempt.

We greatly appreciate the Bureau's interest in revisiting the rule to ensure consumers have options in the
marketplace for small dollar credit needs. Because we expect the rulemaking will likely identify other problems
with the Final Rule, we have urged the Bureau to grant an i diate extension of the compliance date for the
entire 2017 Rule. Without an immediate extension, banks will expend resources unnecessarily to achieve
compliance with a rule the Bureau is reconsidering and may materially change.

The Bureau's small dollar rule has greater impact on products outside of the short-term lending space. The
Bureau should strongly consid pting traditional ¢ loan products, which do not raise consumer
protection concerns, and which this rulemaking was not intended to address. In the 2017 Rule, the Bureau
expansively defined “covered loans” — i.e,, the loans subject to the Final Rule’s restrictions — without regard to
the loan's amount or duration. Consequently, the 2017 Rule captures many loans that are not short-term, small
dollar loans, including some wealth management products and bridge loans just to give two examples. To
address this concern, the Bureau should also clarify the financing of any product or service in connection with a
purchase money loan is included in the Rule’s exemption for these loans and thus avoid restricting access to
open-end lines of credit.

Financial Innovation

Financial services innovation benefits consumers by promoting financial security, inclusion, and well-being, New
and innovative financial products and services can greatly expand access to credit for all consumers, while
providing improved access to important financial information, and increased customer safeguards. Congress
recognized the great utility financial services innovation has for consumer protection in Title X of Dodd-Frank
when it charged the CFPB with ing “markets for ¢ financial products and services operate
transparently and efficiently to facilitate access and innovation”.

The Bureau's finalized innovation policies within the Office of Innovation are vital steps in ensuring that financial
institutions are able to best serve their customers with innovative products and services that require a flexible
and accessible regulatory environment. The recently finalized changes to the No-action letter (NAL} process has
opened the door for more financial institutions to innovate to better serve and protect their customers, as well
as bring new, financially underserved customers into the fold, For instance, in January 2020, the CFPB granted a
NAL to Bank of America to facilitate the bank’s funding arrangements with housing counseling agencies (HCAs)

$12 USC. § 5511{b}5) (2012),
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certified by the US. Department of Housing and Urban Development {HUD). There are more than 1,600 HUD-
certified HCAs serving more than one million households annually. These agencies offer pre-purchase
homeownership counseling to potential borrowers looking to purchase their first home.,

CBA believes this NAL reflects well on the CFPB's recently revised NAL policy, which is intended to complement
enforcement. Bank of America based its application on the template from the CFPB's previously issued NAL to
HUD in September 2019. This NAL also reflects the CFPB's commitment to use the NAL as a safe-harbor tool, As
a result, Bank of America has entered into a limited type of third-party relationship to facilitate consumer
counseling and education without fear of counterproductive RESPA concerns.

However, CBA remains concerned about the data aggregators and the consumer data security. We recognize the
importance of customers having the ability to choose which apps to share their financial information with to
manage their financial health, CBA believes consumers should be able to use their apps in a safe and secure
manner, and we urge the CFPB to take a more proactive role in making sure consumers are educated about how
to manage their data security and privacy.

Debt Collection

CBA recognizes the important role debt collection plays in proper functioning consumer credit markets, reducing
credit losses from non-repayment and promoting overall access to affordable consumer credit. We support the
Bureau's goals of updating the Fair Debt Collection Practices Act (FDCPA), modernizing its communication
standards, and generally enhancing consumer protections.

As the Bureau has acknowledged, the FDCPA is limited to third-party debt collectors and does not provide a valid
legal basis for regulating creditors enforcing loan agreements. Congress enacted the FDCPA to establish ethical
guidelines consumer debt collection by third-party debt collectors. As such, CBA strongly opposes placing
FDCPA-like restrictions and requirements directly on creditors outside FDCPA authority, They are unwarranted
and incongruent with the lender-borrower relationship, which is usually a long standing one motivated by strong
business incentives on the part of creditors to help borrowers successfully repay their debt obligations.

One example of why revisions to the FDCPA should apply only to third-party debt collectors are contact
frequency limits, “One size fits all” call frequency limits create significant consumer harms if applied to creditors
collecting their own debts. OF chief concern, “one size fits all” call frequency limits do not recognize the
differences between individual consumers and different portfolios and will negatively impact consumers that
need financial assistance, “One size fits all” call frequency limits placed on creditors will result in more late fees,
negative credit reporting, account closures, repossessions, foreclosures, litigation, and fewer consumer benefits
from hardship programs, and as such, should not be applied to creditors.

We strongly urge Congress and the CFPB to work with industry to establish debt collection regulations for third-
party debt collectors that strike the right balance between consumer protection and consumer engagement.

Home Mortgage Disclosure Act
Our members are dedicated to responsibly and fairly serving the housing needs of their communities and are

committed to the purposes of the HMDA, which are to: “1. help determine whether financial institutions are
serving the housing needs of their communities; 2. assist public officials in distributing public-sector investment
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50 as to attract private investment to areas where it is needed; and 3. assist in identifying possible discriminatory
lending patterns and enforcing antidiscrimination statutes.”*

The Dodd-Frank Act mandated expanding the information collected under Regulation C, HMDA's governing
regulation. In 2015, then-Director Cordray used the Bureau's discretionary authority to increase the number of
loan-level HMDA data fields reported and publicly disclosed, further increasing the complexity and costs of
HMDA reporting beyond those fields mandated by Dodd-Frank, This new data set, collected for the first time in
2018, was reported to the government on March 1, 2019,

Expanded data collection and reporting poses serious risk to consumer privacy by introducing even more
sensitive loan data into the public domain.® Specifically, the expanded set of publicly available HMDA data
provides ample data scraping opportunities for companies to piece together information related to the loan and
borrower to “re-identify” the consumer and engage in unsolicited targeted marketing, There is no mechanism
for consumers or lenders to opt-out or protect disclosure of this sensitive personal and financial information
from entering the public domain,

CBA has long been concerned about the sensitive nature of HMDA data and believes the discretionary data
fields added by the CFPB in 2015 pose privacy risks to ¢ 5 while also mandating extraordinarily high
annual compliance costs. CBA applauds the CFPB's decision to revisit the 2015 Rule to closely review the data
fields that will be collected, stored and ultimately made available to the public. CBA encourages the CFPB to
eliminate those discretionary data fields that are not required by statute, that are unduly onerous to collect and
report, that provide present marginal value in furthering HMDA's objectives, and that create or contribute risk

of consumer re-identification,

Complaint Database

CBA supports recent initiatives to make the CFPB complaint database more usable for the public and industry.
Efforts to clearly disclose unverified complaints are a helpful first step in level-setting data contained in the
database. Further, encouraging consumers to work with their financial institution prior to submitting a
complaint will lead to more consumer issues being resolved in a timely and efficient manner. Establishing tools
to contextualize complaint data and recognizing the massive amount of inquiries that financial institutions ably
and efficiently redress each day will leave consumers informed and better position financial institutions to
combat consumer issues,

Banks and credit unions have strong incentives to maintain deep, well-informed, mutually satisfactory
relationships with customers. Our members have robust complaint management procedures regardless of the
CFPB's database to ensure that disputes are resolved as quickly and easily as possible to keep the customer
happy with their financial services provider. Furthermore, federal regulatory agencies already regularly examine
every depository institution to ensure their strong and effective complaint management systems are functioning
properly.

CBA urges the Bureau to continue to review consumer complaint data for accuracy and validity before
publication to protect consumer privacy and prevent dissemination of misleading information.

* CFPE Bulletin 2013-11 “Home Mortgage Disclosure Act (HMDA) and Regul = Compl 2 CFP8 HMDA Resubmission Schedule and
Guidelines; and HMDA Enforcement” [October 8, 2013) hitp.//files go/1/201310 cfob hmda -bulletin fairlending odf

* ifa consumer wishes to purchase a home, he/she must provide confidential financial data that lendars in turn must report for HMDA purposes; most of
which the CFPE releases to the puble.
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Section 1071 Small Business Rulemaking

CBA supports H.R. 5574, the “Preserving Small Business Lending Act of 2020" that would repeal Dodd Frank Act
Section 1071 and ensure robust small business lending operations at depository institutions continue to main
street businesses. Understanding the political realities of H.R. 5574, CBA strongly urges the Bureau to take a
cautionary approach to rulemaking under Section 1071 of the Dodd-Frank Act, which amends the Equal Credit
Opportunity Act (“ECOA”) to require financial institutions to compile, maintain, and report information
concerning credit applications made by women-owned, minority-owned, and small businesses, Under the
section, every financial institution must inquire of any busi pplying for credit whether the business is a
small business, or a women- or minority-owned busi intain a record of the information separate from
the application, and report the information along with related information about the application to the CFPB,
The information must be made public on request in a manner to be established by regulation and will be made
public annually by the Bureau.

CBA and its member institutions strongly believe that Section 1071 is not as simple as data collection for other
lending products, such as residential mortgages. Business lending parallels is not comparable to residential
mortgage lending. Home Mortgage Disclosure Act ["HMDA")-like reporting for business lending activity

i fed to reveal | ial discrimination is a flawed premise because the two transactions are inherently
different in many key aspects:

*  FResidential lending all shares the same type of collateral. Business lending may not be secured at all, and
when secured, the type of collateral varies t dously. Therefore, comparing terms between loans is
problematic,

+  HMDA-reported mortgage loan applicants are all consumers. Business lending involves loans to all types of
applicants, ranging from mom-and-pop businesses to sophisticated corporate structures; from sole-
proprietors to corporations.

+  Business loans are often renewals rather than new loans. These renewals are not akin to refinances in the
residential world,

+  Business loans often have much shorter and varied durations, where mortgages tend to be more uniform.

+ The appropriate property address for a business loan to use for reporting and analysis can be debated with
no easy or right answer.

¢ Capturing business loan applicants for reporting and analysis can be debated with no easy or right answer
given the various ownership and structures.

We believe the CFPB must be keenly aware that the dissimilar nature of business lending presents two serious
challenges for Section 1071 rulemaking:

1) Determining which data fields to require collection for, developing standard values to be reported, and
proposing workable rules for collecting and reporting the data will be tremendously difficult if the goal is to
have a thoughtful, achievable rule that yields useful data,
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2) Constructing fair lending analyses that will yield meaningful and appropriate conclusions for business
lending is even more challenging.

In light of these issues and the need to streamline the credit process for qualified applicants, CBA and its
member institutions cannot stress enough the importance of well-balanced rules under Section 1071, Overly
burdensome data collection requirements will stifle small business lending, greatly increase compliance costs for
small business lenders, and lead to costly litigation. Key to this rulemaking is lenders’ ability to address 1071
reporting compliance with already existing reporting systems (e.g,, G ity Reinvestment Act, etc.) in order

to ensure mini market disruption, These systems will need to be automated and accurate, Adherence to
systems already in place will allow lenders to streamline data collection.

TRID Assessment

The TRID Rule implemented the Dodd-Frank Act's directive to combine certain disclosures that consumers
receive under TILA and RESPA in connection with applying for and closing on mortgages. As such, this rule
advances a very important mortgage-related reform of the Dodd-Frank Act, laying out the key informational
documents that consumers receive in the mortgage lending process,

Pursuant to section 1022(d) of the Dodd-Frank Act, the Rule’s assessment that is currently underway must
address, among other relevant factors, the Rule’s effectiveness in meeting the purposes and objectives of title X
of the Dodd-Frank Act and the specific goals of the TRID Rule as stated by the Bureau. Sections 1098 and 11004
of the Dodd-Frank Act set forth two goals for the TRID Rule: “to facilitate compliance with the disclosure
requirements of [TILA and RESPA]” and “to aid the borrower or lessee in understanding the transaction by
utilizing readily understandable language to simplify the technical nature of the disclosures.”

CBA supports clear and accurate disclosures and well-regulated markets where well-crafted rules provide
effective information and consumer protections. We share the Bureau's goals of assuring that these disclosure

gulations succeed in providing cc s with information needed to navigate the mortgage origination and
settlement process. Consumer protection is only part of the focus, however, because the Bureau must also
observe the dual responsibility of simplifying compliance, and ensuring that markets for consumer financial
products and services operate “transparently and efficiently to facilitate access and innovation,” and that
“responsible, affordable mortgage credit remains available to " The t must be guided by
these twin objectives: facilitating consumer protection and improving market operations,

Accordingly, CBA supports the Bureau's efforts to gather relevant cost data via structured interviews and
surveys with industry participants in order to assess firms' implementation and other ongoing costs. However,
consultation with our members suggests that that precise cost data attributable to implementation efforts will
be very difficult to obtain. These discussions reveal that historical cost data from the TRID implementation
period dating from 2013 to 2015 (and beyond) were not identified as TRID-specific implementation costs. At that
time, mortgage lenders faced multiple compli Jeadlines, including impl ion of new Ability-to-Repay,
Loan Officer Compensation, and Home Mortgage Disclosure Act (HMDA) regulations. Mortgage lenders did not
attribute impl tati I on a per-regulation basis; instead, they generally apportioned costs to
overall “mortgage compliance.” This is particularly true for the TRID Rule, which established a disclosure “grid”
that affected other mortgage-related requirements, For instance, efforts to comply with new HMDA
requirements regarding application outcomes or changes to the Uniform Residential Loan Application [URLA)
and valuation disclosure forms under Equal Credit Opportunity Act would have been tightly intertwined with

#15 US.C. 1639b¢a)(1).
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TRID's LE and CD implementation processes. Because all these requirements had to work in tandem in lenders’
loan origination systems, dissecting only TRID-related costs was unfeasible, if not impossible,

We believe that the assessment must attempt to quantify the TRID Rule’s benefits with rigor. The Bureau should
have concrete metrics demonstrating the existence of, or degree of “improvement,” that the TRID Rule achieved
over the previous RESPA and TILA regimes. To that end, we believe the Bureau's consumer benefit analysis
should not only seek to purported imp in individual understanding of the new disclosure
forms, but also must seek to identify ¢ behavior changes. G surveys should determine if more
borrowers shop for mortgages after TRID, If so, what is the scale of the difference, and is it possible to isolate
the impact of disclosure changes from the evolving access to online information and availability of digital
consumer facing applications that have occurred over the past 10 years? Quite simply, the Bureau's consumer
survey should measure whether TRID changed consumer understanding or behavior in a manner that justifies
the tremendous costs of the rule.

Lastly, we urge the Bureau to make targeted TRID reforms to benefit all mortgage stakeholders, including
e , by reducing compliance burden while also promoting simplicity and clarity in the mortgage process.
The list of targeted reforms has been submitted to the Bureau via requested comments on January 21, 2020,

Consumer Advisory Boards

The Dodd Frank Act established various advisory boards at the Bureau to “provide information on emerging
practices in the consumer financial products or services industry”, and the Consumer Advisory Board (CAB) has
often been the leader on many of these initiatives, However, despite its mission outlined in Dodd-Frank and
under the CAB's charter, very few financial institutions serve on the CAB, Financial institutions are often the
experts on emerging consumer financial practices, products and services, yet their voice is quite muted at these
important CAB functions. More financial institution representation is necessary to give a more rounded and full
opinion on the vital issues the CAB is statutorily mandated to address.

Similarly, CBA applauds the efforts of the Taskforce on Federal Consumer Financial Law. CBA believes the new
Taskforce presents a good opportunity for the Bureau to conduct an objective, holistic review of consumer
financial laws and eliminat; fated, redundant and ful red tape. The new Taskforce's efforts should
allew the CFPB to focus its resources where consumer protections are most needed and remain alert for new

and emerging threats, CBA looks forward to working with the Director on this promising initiative.

Qualified Mortgage

CBA applauds the Bureau's recent decision to propose an amendment to the Qualified Mortgage (OM) rule. The
Bureau's position is consistent with a coalition representing the mortgage industry, relevant trades, including
CBA, and consumer and civil rights groups. Together these groups advocated for leveraging and bolstering
existing underwriting standards, eliminating the 43% debt-to-income ratio (DTI) cap and Appendix C, and
maintaining an explicit safe harbor. CBA supports the Bureau's temporary extension to the effective date of the
proposed alternative, which will help to ensure a smooth transition for the home loan market,

The Bureau is well-positioned to improve the QM rule to better protect borrowers and the financial system from
excessive risk, while responsibly preserving access to homeownership for credit-worthy borrowers. CBA differs
from critics who over-inflate the importance of DTl in a borrower's ability to repay (ATR). Pursuant to the Dodd-
Frank Act, DTlis a mandatory element of the ATR statutory requirement, which means lenders must document a
borrower’s income, assets, employment, credit history and monthly expenses. The Bureau's position simply
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retains the ATR requirements, while not making DT the sole indicator of a borrower's ability to repay. Mortgage
loans are evaluated using a wide range of factors which provide a multidimensional measurement of risk.
Borrowers with a history of successfully managing larger debt burdens should not be precluded from the home
loan market due to a single, simplistic measurement.

CBA looks forward to working with the Bureau on this issue to ensure a smooth transition and to create a safer
and more inclusive mortgage market for all consumers. With the patch set to expire January 2021, CBA supports
the Bureau's continued efforts to make appropriate adjustments to the QM rule and ensure a smooth
introduction into the home loan market.

Conclusion

Improving the financial lives of consumers is a goal that unites lawmakers, regulators and industry. Achievement
of this shared goal occurs when there is a stable and even-handed regulatory framework that produces clear and
reasonable rules of the road to protect consumers and allow for a robust financial services market.

The Supreme Court decision on Seila Law v. CFPB could have dramatic and lasting ramifications on the future of
the Bureau. Regulatory stability and transparency will not be realized until the Bureau'’s governance structure
allows for the debate and deliberation of multiple stakeholders with diverse experiences and expertise.
Congress should immediately pass legislation to create a bipartisan commission of five, Senate-confirmed
commissioners that would provide a balanced and deliberative approach to supervision, regulation, and
enforcement of rules and regulations that oversee the financial services sector and provide consumers needed
safeguards,

CBA stands ready to work with Congress and the CFPB to implement the suggested legislative and regulatory
improvements to the Bureau, and we appreciate the opportunity to submit this statement for the record.

Sincerely,

Rt

Richard Hunt
President and CEO
Consumer Bankers Association

11
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'®) Credit Union Jim Nussle ot
National Fresident & CEO Washingfon, D0 200033755
cUNA Association IS
rasse@cuna.cong
March 10, 2020
The Honorable Mike Crapo The Honorable Sherrod Brown
Chairman Ranking Member
Committee on Banking, Housing and Urban Committee on Banking, Housing, and Urban
Affairs Affairs
United States Senate United States Senate
Washington, DC 20510 Washington, DC 20510

Dear Chairman Crapo and Ranking Member Brown:

On behalf of America’s Credit Unions, 1 am writing regarding Consumer Financial Protection Bureau (CFPB)
Director Kathy Kraninger's Semi-Annual Report to Congress. The Credit Union National Association (CUNA)
represents America’s Credit Unions and their 115 million members. We request this letter be added to the record
of the hearing, and we appreciate your consideration of our views.

Credit unions work every day to advance their communities and empower their members” financial well-being.
It is eritical that the regulatory structure o which credit unions are subject, as well as the regulations that they
must follow, enable them to meet the diverse and evolving financial services needs of America’s credit union
members. There are several steps that Congress and the CFPB should take to ensure credit unions can continue
to be consumers’ best financial partner.

A Bipartisan Commission at the CFPB, as proposed by Elizabeth Warren and President Obama, Is
Essential to Ensuring the Bureau’s Independence

We urge Congress fo consider changes to the CFPB’s structure to align it with the legislation that then-Harvard
Professor Elizabeth Warren and President Barack Obama pmpmed Iocongress in 2009, and which Republicans
in Congress supported in the early vears of the Bureau’s exist ive Blaine Luetkemey
(R-Mo.} introduced the “Consumer Financial Protection Commission %ct \\inch would establish a five-
member bipartisan commission to lead the Bureau. CUNA has repeatedly called on Congress to bring stability
and accountability to the CFPB and, as a result, we strongly support this latest effort,

The current siructure—with a single director—gives too much authority to one person and does not provide
meaningful oversight and accountability. It ultimately fails consumers. First, it disrupts consumer profection
and functioning markets in an interest to achieve a political agenda that suits the party of the president; second,
it produces frequent and severe changes in policy that increase costs of compliance that are generally passed on
to consumers in the form of higher interest rates and fees, making credit and services more expensive and less
available, particularly to vulnerable borrowers. While entities that must comply with the ever-changing
regulatory perspective that the Bureau’s structure produces may have a loud voice, be assured that the consumers
the Bureau was intended to protect are the ones who pay the ultimate price of this misguided structure.

To ensure consumers benefit from both strong protections as well as regular access to products and services,
Congress should enact legislation that changes the Bureau's leadership structure to a multimember, bipartisan
commission. A multi-member commission, as envisioned by the original proponents of the Bureau, would
enhance consumer protection by ensuring that diverse perspectives are considered prior to finalizing rules and
prevent disruptions caused by leadership changes. Credit union members and other consumers would benefit
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from transparent policymaking that includes more \'omes This structure is consistent wnh the traditions of our
democracy and would provide certainty that is | for e and the fi | services industry,
regardless of which political party controls the White House.

Perhaps the best evidence of the virtues of a CFPB commission is the fact that leaders of both parties have
supported a multi-member commission only to back off that support when it was politically convenient to do so.
This type of political approach is a disservice to the consumers Congress has entrusted the Bureau to protect.

Proponents of the CFPB often argue its present structure renders it politically independent; but in less than a
decade, the CFPB has proven itself to be independent enly from the minority political party. The Founders of
the Republic understood that true political independence comes from having multiple voices at the decision-

making table, as opposed to a single decision maker.

Finally, we find folly by the argument that a commission would not be a better structure because the Senate has
shown itself unable to fill other boards and commissions. Americans expect their legislative leaders to work it
out in the interest of all consumers, not in the interest of political posturing. They should not have to pay a price
because Senators are unable or unwilling to exercise a basic function of Article I1 of the Constitution.

As we said when the CFPB was originally proposed,

Consumers of financial products, especially for consumers of prochucts and services provided by
currently unregulated entities, need greater protections, and CUNA agrees that a CFPB could be an
effective way to achieve that protection, provided the agency does not impose duplicative or
unnecessary regulatory burdens on credit unions.”

A decade later, this remains our view. The Bureau could be an cﬁbch\'c way to achlm'c important consumer

protections, if Congress takes the steps to fix the Bureau by changing the structure to a biparti

as originally envisioned by then-Harvard Professor Elizabeth Warren and President Obama and as previously

suppcrﬁed by former House Financial Services Committee Chaimman Jeb Hensarling and several current
bli bers of this

i3

The CFPB's Execution of Its Regulatory Agenda Should Ensure Credit Unions and Other Providers Are
Able to Provide Efficient, Safe and Affordable Products and Services

America’s credit unions value the CFPB's mission, "to make consumer financial markets work for consumers,
responsible providers, and the economy as a whole.” lnfurbmmd\ credit unions” ability to provide their
members with high-quality and friendly fi | products and services has been significantly
impeded by several mules promulgated under past leadership. As mentioned above, the CFPB's overly broad
approach to rulemaking resulted in burdensome regulatory requirements being imposed on credit unions based
on the mistakes and imesponsible practices of other industry stakeholders.

Om]med below are high-level prmrmes and recommendations credit unions have provided to the CFPB
g its regulatory approach and several specific rules:
Regufarmg America’s Credit Unions

CUNA has strongly urged the Bureau to closely monitor the impact that its rules have had on credit unions and
their members and to appropriately tailor regulations to reduce burden or exempt credit unions entirely, as
appropriate. If the Bureau spent fewer resources on regulating and supervising credit unions and other small
lenders subject to federal prudential regulation, then it could spend more time focusing on entities that may be

! Letter from Credit Union National Association to House Financial Services Committee Chairman Barney Frank. July 14, 2009,
cuna.org
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actively engaged in objectionable practices that exploit We believe this can be accomplished without
sacrificing important consumer protections provided by credit unions,

Throughout their history, credit unions have been supervised by several different federal agencies, The lesson
that comes through clearly, based on these different supervisory arrangements, is that credit unions are best
positioned to succeed when supervised and examined by a regulatory agency that has familiarity with the
characteristics that differentiate credit unions from other financial services providers. For that reason, the CFPB
should aim to work more closely with the National Credit Union Administration (NCUA) throughout the
rulemaking process and use ils statutory authority to transfer protection regulation supervision of the
largest eredit unions fo NCUA. The NCUA understands the credit union model and operational issues and is best
equipped to examine and supervise credit unions for regulatory compliance.

Effectively Using Statutory Authority

In the wake of the financial crisis, Congress contemplated the need for exceptions to certain rules and crafted

the Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank Act) to authorize the Bureau to

tailor its rules so those acting responsibly in the financial services marketplace are not needlessly hampered by

those rules. Congress deliberately provided this authonty expressly in Section 1022 of the Dodd-Frank Act.
The Bureau, by rule, may conditionally or unconditionally exempt any class of covered persons,
service providers or consumer financial products or services from any provision of this title, ar from
any rule issued under this title .. .. (Emphasis addedy®

Congress’ words are unambiguous and clearly grant the CFPB the authority to exempt any class of covered
entities from its rules, CUNA has strongly urged the Bureau to use this authonity to help protect credit union
members from the many problems associated with creating one-size-fits-all rules that are mappropriate for the
different not-for-profit structure of credit unions. Credit unions and credit union service organizations (CUSOs)
should receive appropriate exemptions from the Bureau’s regulatory requirements. However, it is critically
important for the Bureau to understand that credit unions are not asking to be exempt from all its rules: instead,
we ask the Bureau to consider, in the course of promulgating new rules or changes to existing rules, whether the
regulations credit unions are presently following need to be changed, In short, if credit unions are not
contributing to the problems that the Bureau is trying to address, then they should not be subject to the rules
targeting those problems.

Debt Collection

The Bureau is in the process of promulgating the first set of rules under the 40-year old Fair Debt Collection
Practices Act (FDCPA). As you know, this law was enacted to establish guidelines and limitations on the
practices of third-party debt collectors. Many credit unions use third party collectors to assist with the collection
of delinquent accounts, and when they do so, the collection practices are subject to the FDCPA.

In passing the FDCPA. Congress excluded lenders collecting their own debt (first-party collectors) from the
law’s coverage because it recognized, unlike third-party collectors whose relationship with the debtor exists
solely to collect payments, first-party collectors have significant incentive to proteet their good will and maintain
an ongoing banking relationship with the borrower long after the collections process has been concluded. This
relationship-based approach to first-party debt collection holds true today and, therefore, CUNA would strongly
oppose any effort through legislation or regulation to expand the FDCPA to credit unions that collect their own
debts.

212USC. §5512(b)3)a).
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Short-term Small Dollar Lending

Credit unions often provide the safiest and most affordable loan options for consumers in need of emergency
credit. The Bureau's rules governing short-term, small dollar lending should be meaningfully tailored to address
predatory practices in the small dollar, short-term lending space. However, any rule targeted toward
underregulated payday lenders should be crafted so as not to inhibit credit unions from offering affordable small
dollar loan products to members in need. CUNA has called on the Bureau to revise its current payday rule to
allow more credit unions to enter the short-term, small dollar lending space. Such revisions would include
creating a broader, express exemption for credit union loan products and working with the National Credit Union
Administration (NCUA) to expand the partial carve-out for the Payday Alternative Loan I (PAL) program to
cover the recently established PAL II option.

Remittances

While CUNA is supportive of appropriate safeguards for initiating remittance transfers, including
clear and understandable dsclosures, we have also recommended the CFPB propose and finalize substantive
amendments to the Remittance Rule to better balance necessary consumer protections with a more tailored
regulation that allows consumers access to desired products and services. In this instance, the Bureau should

adopt several revisions to the pending proposed rule:

¢ Increase the “normal course of business™ safe harbor threshold from 500, as proposed, to 1,000
remittance transfers;

»  Increase the thresholds for both the proposed exchange rate exemption and third-party fees exemption
to 2,000 or fewer transfers; and

¢ Eliminate the 30-minute cancellation requirement or provide consumers the ability to opt-out of the
mandated waiting period.

Historically, remittances have been a significant and, depending on a credit union’s field-of-membership,
popular service offered to members. CUNA believes the Remittance Rule, as it currently stands, has made it
increasingly difficult for the nation’s credit union members to obtain a service that is important to the financial
well-being of many individuals.

Home Martgage Disclosure Act (HMD4)

The Bureau has consistently acknowledged that credit unions maintained sound credit practices through the
economic erisis and did not engage in the practices that led to the crash of the housing market. Nevertheless, the
CFPB chose to adopta HMDA Rule in 2015 that disproportionately burdened credit unions with finite resources
despite no evidence of past wrongful conduct. This overly broad treatment makes little sense especially when
considering credit unions’ field of membership requirements.

While some HMDA relief was provided to smaller institutions as a result of 5. 2155 - Economic Growth,
Regulatory Relief, and C Protection Act, CUNA mcomme'nds the CFPB to consider additional
modifications to Regulation C that would provide meaningful, r dations to credit unions:

¢ Allow reporting for Home Equity Lines of Credit (HELOCs) to once again be voluntary,

¢ Reduce the HMDA data set for all credit unions to only those data points specifically required by statute:
and

¢ Increase the open-end line of credit and closed end mortgage loan reporting thresholds to exempt credit
unions with smaller mortgage lending portfolios from l-[\ﬂ)Areporlmg.
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Ability-to-Repay/Qualified Mortgage

The Bureau completed and issued an t report on the impact of the 2013 Ability-to-Repay and Qualified
Mortgage Rule (ATR/QM rule). Recenily, the CFPB wssued an advance notice of proposed rulemaking on
whether to propose revisions to the definition of QM considering the planned expiration of the Temporary GSE

QM “patch.” This temporary category of QM is scheduled to expire in January 2021.

In response to the reconsideration of the GSE QM “patch,” CUNA has recommended the Bureau explore the

following amendments to the rule to preserve access to sustainable loans for creditworthy and avoid
market disruption:

¢ Eliminate from the general QM category the debt-to-income (DI} ratio requirement and the associated
Appendix

¢ Maintain and enhance the existing ATR regulatory language; and

o Maintain the existing QM statutory safe harbor restrictions that prohibit certain risky loan features (e.g.,
no terms over 30 years, no negative amortization, no interest-only payments, no balloon payments,
documented and verified income, etc.) and clarify provisions related to documentation and verification
of income.

Unfair, Deceptive, or Abusive Acts or Practices (UDAAP)
In the past, the Bureau engaged in the practice of “regulation by enforcement,” especially in regard to the

“abusiveness” standard. The Bureau’s “1 know it when I see it” approach has resulted in uncertainty to the
financial services marketplace and presents due process concerns. CUNA is supportive of the Bureau’s recent

steps toward establishing clear standards for and transparency in what is considered “abusive” behavior.
However, the recent policy statement on abusive should be merely the first step on the path toward greater
clarity.?

Regarding the process for a future action, CUNA recommends the Bureau:

»  Continue to solicit stakeholder feedback on the “abusiveness” standard to determine whether a future
rulemaking is necessary:

o Clanify that previous enforcement actions or consent orders that conflict with statutory or judicial
precedent create no new expectations for compliance; and

o Clarify and reaffirm the Bureau’s narrow authority under the Dodd-Frank Act in regulating the business
of insurance and that UDAAP is not a backdoor to regulate insurance activities.

Small Business Data Collection

The Dodd-Frank Act amended the Equal Credit Opportunity Act (ECOA) to require financial institutions to
compile, maintain, and submit to the Bureau certain data on credit applications by women-owned, minority-
owned, and small businesses.

Credit unions’ unique and distinct memberships, a consequence of legally-mandated fields of membership,
would not correspond with the Bureau’s plans for data collection and would likely result in data that does not
portray a complete or accurate picture of credit union lending, CUNA has recommended any rule issued under
this authority expressly exclude credit unions from reporting requirements. The regulatory burden likely to be
associated with this rule, particularly for smaller credit unions, could harm the ability of small business owners
to obtain needed credit from their eredit union.

3 CFPB Annownces Policy Regarding Prohibition on Abusive Acts or Pmuocs{!anna:y 24, 2010) wa:lahle a
_l'l]_ farrw consumerfinance 20V {about-us/ newsroom cfpb-ameunces. =) A
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Industry Outreach

CU’\T!\valum the outreach the CFPB has engaged in with the eredit union industry. We appreciate the meetings,

ions, and roundtabl ducted through 1hecmmtry mdwemcouragelhefTPBlocmtmuewrﬂ'L
this engsgement These efforts will assist in the agency’s understanding of the credit union business model and
how regulations and additional requirements affect operations and service to consumers.

In particular, the CFPB’s Credit Union Advisory Council (CUAC) 1s a valuable asset, and we are pleased that
the Council is actively utilized by the Bureau. We support a statutory requirement for this Council, as well as
longer terms for CUAC members, such as three-year terms. CUNA also supports roundtable discussions with
eredll umnns of all sizes throughout the country hefore rulemakings are conducted that could affect credit union

Roundtables can be conducted throughout the United States, in various locations, to ensure feedback
is representative of all credit unions. We also encourage the Bureau to conduct discussions with Credit Union
Service Organizations (CUSOs).

Furthermore, CUNA encourages the Bureau to provide frequent webinars and open ication through all
channels with industry stakeholders about new rules and requirements. This outreach is critical for smaller
financial institutions with fewer compliance resources.

Cost/Benefit Analysis to Rules for Credit Unions

The Bureau prides itself on being a data-driven agency. Unfortunately, there have been Bureau rulemakings that
lacked or did not demonstrate sufficient evidence, data, research, or other information to substantiate assertions
within the rulemaking.

CUNA urges the Burean to base its rulemakings on thorough data and research. The Bureau should also be
wholly transparent in its reliance on data, ensuring the public has access to the same information that the Burean
relies on as a foundation for its rulemakings.

Guidance and Implementation Support

The past several years has seen a massive i in financial services regulations. This i in
oulations is particularly burd for eredit unions which, unlike big banks, do not have dozens of legal

experts in house to assist with compliance questions.

CUNA encourages the Bureau to provide compliance resources to the indusiry, such as Frequently Asked
Questions (FAQs) with interpretations, to assist industry stakeholders on regulatory implementation. An example
of helpful FAQs was the Department of Housing and Urban Development’s Real Estate Settlement Procedures
Act FAQs. which the industry regularly used as a resource.

We also encourage the Bureau to conduct webinars on final rulemakings, with opportunities for qlmhrms and
answers from Bureau staff. The Bureau should house all of its compli i

inars, final rule ies, and FAQ d 5 in a central location on its website. The Bureau should also
conduct annual outreach with industry stakeholders, especially credit unions, to receive feedback on its current

compliance resources and what additional resources would help the industry.

Financial Health, Literacy, and Educational Outreach Efforts

The most effective way to protect is through education. Credit unions are uniquely positioned to
provide financial education resources to members and to focus on consumer financial well-being. Credit unions
are instruments to bring cooperative credit to communities. Because their members have equal ownership stakes
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in the credit union, it has a dircet interest in promoting the financial literacy and sound financial judgment of
each member.

CUNA encourages the CFPB to work with our organization, credit unions, and the National Credit Union
Foundation in its ¢ ducation efforts, We are all effective partners because our prionity is the financial
health of consumers,

Furthermore, CUNA strongly recommends the Bureau utilize financial education efforts to guide consumer
behavior. This approach, rather than additional rulemakings to guide consumer choices, provides the foundation
fior solid consumer financial health. Consumer education is proactive, not reactive, and should be the Burcau’s
default when addressing consumer financial services issues or industry practices. CUNA, credit unions, and the
Foundation are able and willing partners in education initiatives implemented by the Bureau,

Conclusion
As CUNA stated when the Dodd-Frank Act was enacted:

“Consumers of financial products, especially consumers of products and services provided by
currently unregulated entities, need greater protections and a consumer financial protection agency
could be an effective way to achieve that protection. provided the agency does not impose duplicative
or unnecessary regulatory burdens on credit unions. In order for such an agency to work, consumer
I ion regulation must be lidated and lined; it should not add to the regulatory
burden of those who have been regulated and performed well, such as eredit unions. ™

The need for consumer protection remains, but rulemakings must be targeted to address the problems in the
industry and exclude credit unions from additional requirements when credit unions are not engaged in the
problematic activity.

We look forward to collaborating with the CFPB and Congress to improve upon the past work of the Bureau,
while strongly supporting a continued focus on reigning in bad actors in the financial services marketplace.

On behalf of Amenica’s Credit Unions and their 115 million members, thank vou for holding this important
hearing.

Sincerely,

* Letter from Credit Union National Association to members of the House of Represematives regarding H.R. 4173, the Dodd-Frank
Wall Street Reform and Consumer Financial Protection Act (June 20, 2010).
cuna.org
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3138 10th Street North
Arlington, VA 222012148
703.6224770| 800,336 4644
1 703.524.1082

NAFCU | retcvnafeu org  nsfcuorg

National Association of Federally-I d Credit Unions

March 9, 2020

The Honorable Michael Crapo The Honorable Sherrod Brown

Chairman Ranking Member

Committee on Banking, Housing, Committee on Banking, Housing,
and Urban Affairs and Urban Affairs

United States Senate United States Senate

Washington, DC 20510 Washington, DC 20510

Re:  Tomorrow's Hearing on “The Consumer Financial Protection Bureau's Semi-Annual
Report to Congress™

Dear Chairman Crapo and Ranking Member Brown:

[ write today on behalf of the National Association of Federally-Insured Credit Unions (NAFCU)
in regard to tomorrow’s hearing entitled “The Consumer Financial Protection Burean’s Semi-
Annual Report to Congress.” NAFCU advocates for all federally-insured not-for-profit credit
unions that, in tum, serve nearly 120 million consumers with personal and small business financial
service products. NAFCU appreciates the Committee’s ongoing oversight of the Consumer
Financial Protection Bureau (CFPB) and efforts to promote financial inclusion and consumer
protection. We welcome this opportunity to share our thoughts on some issues pertinent to the
CFPB.

First, NAFCU would like to highlight our position on the CFPB’s ongoing rulemaking to revise
the definition of qualified mortgage (QM) under the ability-to-repay/QM rule in light of the
scheduled expiration of the Govemment-Sponsored Enterprise (GSE) Patch. In NAFCU's
comments on the rulemaking, we emphasized that the GSE Patch has been a key factor in credit
unions’ ability to lend to members of their communities, especially those of low- and moderate-
income, to help them achieve homeownership. We asked that the CFPB grant an extension of the
GSE Patch until revisions to the QM definition are finalized to alleviate market disruptions, On
that point, we are pleased that Director Kraninger indicated in her January 17" letter to lawmakers
that the CFPB will at least extend the GSE Patch until a new rule is finalized.

However, we would discourage the CFPB from pursuing a QM definition that uses the spread
between the annual percentage rate (APR) and the average prime offer rate (APOR) as a proxy for
underwriting requirements (the “APOR approach™), which Director Kraninger indicated in her
letter is the likely direction in which the CFPB is headed with its proposed rule. As NAFCU noted
in both our initial comments as well as a January 21¥ joint letter with a coalition of consumer
groups and financial services trades, we support: (1) the continued use of a modified debt-to-
income (DTI) ratio in conjunction with certain compensating factors, which could be used in the
underwriting process and would provide guidance to creditors on their use; and (2) significant
changes to Appendix Q to rely on more flexible and dynamic standards for calculating income and
debt. We also have a concern that the APOR approach could ultimately not be the best option for
consumers, Above all, we think maintaining access to affordable and sustainable mortgage credit
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should be a key objective of this rulemaking, and we ask the Committee to help enforce this
message to the CFPB.

NAFCU would also like to reiterate our support for Director Kraninger’s efforts to provide
financial institutions with regulatory certainty and targeted relief, while focusing the CFPB’s
efforts on bad actors. Credit unions have a long history of providing affordable and responsible
financial services to their members and were not responsible for the predatory lending practices
that led to the financial crisis. Nonetheless, the eredit union industry has been greatly impacted
from the onslaught of post-crisis financial regulation.

In the last decade, over 1,500 federally-insured credit unions have been foreed to close their doors
or merge with other credit unions, which amounts to more than 20 percent of the industry. A large
majority of those credit unions that closed or merged were small in asset size, and as such, could
not afford to comply with all the rules promulgated by the CFPB. NAFCU appreciates the CFPB
undertaking a review of its rules and hopes to see more relief targeted at community institutions.
Many credit unions cannot afford to comply with complex rules and would otherwise be forced to
stop offering services 1o members. Although the CFPB already provides for some exemptions
based on an entity’s asset size, NAFCU strongly believes that the CFPB can do more, such as
increasing the exemption threshold, or considering exemptions based on an instifution's
characteristics and activities. NAFCU asks that the Committee encourage the CFPB to utilize its
authority in Section 1022 of the Dodd-Frank IWall Street Reform and Consumer Protection Act to
provide targeted exemptions for credit unions while still ensuring its rules regulate bad actors.

Lastly, NAFCU has long held the position that given the broad authority and awesome
responsibility vested in the CFPB, a five-person commission leadership structure would provide
consumers and regulated institutions alike with more continuity in policymaking over the course
of time. Given the recent legal challenge to the CFPB in Seila Law before the U.S. Supreme Court,
we believe it is an optimum time for Congress to consider moving the CFPB leadership structure
to a bipartisan commission.

We appreciate your leadership and ongoing focus on issues important to credit unions, and we
look forward to continuing to work with the Committee and the CFPB on these topics. Should you
have any questions or require any additional information, please do not hesitate to contact me or
Janelle Relfe, NAFCU's Associate Director of Legislative AfTairs, at 703-842-2836.

Sincerely,

Ay

Brad Thaler
Viee President of Legislative Affairs

cc:  Members of the Senate Banking Committee
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