Committee on Financial Serbices

2120 Rapbuen Rouse Office Building
T0ashington, B.C. 20815

January 24, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, DC 20552

Dear Director Cordray:

The Committee on Financial Services will hold a hearing titled “The Semi-Annual Report
of the Consumer Financial Protection Bureau” at 10:00 a.m. on Tuesday, January 28, 2014, in
Room 2128 of the Rayburn House Office Building. This letter is your invitation to appear.

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

Thank you in advance for appearing before the Committee to present the fourth semi-
annual report of the CFPB.

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

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

Submission of your Testimony. Please submit at least 75 copies of your proposed
written statement to the Clerk of the Committee not less than two business days in advance of
your appearance. These copies should be delivered to: The Commitiee on Financial Services,
Attn: Committee Clerk, 2129 Rayburn House Office Building, Washington, DC 20515.

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

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

Your Rights as a Witness. Under the Rules of the House, witnesses may be accompanied
by their own counsel to advise them concerning their constitutional rights. I reserve the right to
place any witness under oath. Finally, a witness may obtain a transcript copy of his/her
testimony given in open, public session, or in a closed session only when authorized by the
Committee or subcommiitee.  However, by appearing before the Committee or its
subcommittees, you authorize the Committee to make technical, grammaitical, and typographical
corrections to the transcript in accordance with the rules of the Committee and the House.

The Rules of the Commiitee on Financial Services, and the applicable rules of the House,
are available on the Committee’s website at http://financialservices.house.gov. Copies can also
be sent to you upon requesi.
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The Commiitee on Financial Services endeavors to make its facilities accessible to
persons with disabilities. If you are in need of special accommodations, or have any questions
regarding special accommodations generally, please contact the Committee in advance of the
scheduled event (4 business days notice is requested) at (202} 225-7502; TTY: 202-226-159!; or
write to the Committee at the address above.

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

Should you or your staff have any questicns or need additional information, please

contact Brian Johnson or Beth Zorc at 202-225-7502.

Sincerely,

B HEMSARLING
Chairman

JH/

cc: The Honorable Maxine Waters, Ranking Member
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Committee on ffinancial Serbvices
AWaghingran, P.C. 20535

December 19, 2013

VIA FIRST-CLASS MATL

The Honorable Richard Cordray

Director

Burcau of Consumer Financial Protection
1700 G Street, NW

Washington, DC 20552

Dear Darector Cordray:

As the first session of the 113th Congress comes to a close, the Committee on
Financial Services is preparing its 2014 agenda. Conducting effective oversight of
the agencies and programs within the Committee’s jurisdiction will continue to be
one of our highest priorities in the New Year. Only by asking the critical questions
and demanding complete answers can we hold government accountable to the
people 1t serves, and ensure that taxpayver funds are protected from waste, fraud,
abuse, duplication, and mismanagement.

With these goals in mind, please provide a written copy of the Bureau of
Consumer Protection’s (CFPB) agenda for 2014, which should include plans for
rulemaking, studies, and veports. Understanding that unforeseen events could
impact the CFPB’s planned agenda, please include a list of the major short-term
and long-term rulemaking items the CFPB intends to consider next year.

Please provide the agenda in writing by January 6, 2014, If you or your staff

have any questions, please contact Beth Zorc at (202) 226-2779 or Brian Johnson at
(202) 226-3806.

Sincerely,

Chairman
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February 4, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, DC 20552

Dear Director Cordray:

[ am writing to seek additional information regarding testimony you provided the
Committee on Financial Services at the hearing entitled “The Semi-Annual Report of the
Consumer Financial Protection Bureau” on January 28, 2014. At that hearing, Representative
Pittenger noted that significant portions ot the Bureau’s advisory comimittee meetings arc held
behind closed doors rather than being open to the public. In light of this fact, Representative
Pittenger asked you why the Bureau denies the public the right to observe these closed sessions.
In your response you Lestified:

“...owe always make it 4 point with every meeting to have an open portion, and
there’s a closed portion where we can get their unvarnished advice and we can
speak candidly about matters that are not yet public that the Bureau is working
o, including things like enforcement actions and the like.” (Emphasis added).

Representative Pittenger further asked you whether you would commit to more openness
and allow the public fo witness what takes place in these closed sessions. You replied:

“These are advisory meetings to discuss matters that often dare not yet public. So
they cannot - they cannot be made public easily.” (Emphasis added).

It is deeply troubling that the Burean would share non-public enforcement information
wilh the members of its Consumer Advisory Board, Community Bank Advisory Council, Credit
Union Advisory Council, and Academic Research Council in closed mectings. Confidential
information relating to pending investigations or enforcement actions is potentially market-
moving and could be used for financial gain. Consequently, T am concerned thal the Bureau
would release confidential information to persons who do not work for the Bureau and could be
competitors or future legal adversaries of the party subject to the enforcement action.
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In fact, the Bureau’s own rules would scem to suggest that this disclosure of confidential
information is prohibited.! For instance, under Bureau rules, “employees or former employees of
the CFPB, or others in possession of a record of the CFPB that the CFPB has not already not
made public, are prohibited from disclosing such records, without authorization, to any person
who is not an cmployce of the CFPB.”* Further, “no current or former employee or contractor or
consultant of the CFPB, or any other person in posscssion ol confidential information, shall
disclose such confidential information by any means (including written or oral communications)
or in any format (including paper and electronic formats) to...any person who is not an
employee, contractor, or consultant of the CrpPB.”

The Bureau’s closed-door advisory committee meeting policy would also appear to be
directly at odds with the Bureau's oft-stated commitment to transparency.” In Seplember 2013,
the Bipartisan Policy Center released a report that highlighted the Bureau’s Jack of transparency,
noting that the Bureau does not provide adequate advance notice for field hearings and meetings
in the Federal Register, provides select members of the media copies of final rules and guidance
well in advance of distribution to consumer groups and other market participants, and limits
public participation in meetings, including its closed-door advisory committee meetings.” The
Bipartisan Policy Center report said that the Bureau “can easily demonstrale its commilment 1o

'"I'he Bureau defines “confidential information™ as “confidential consumer coraplaint information, confidentiol
investigative information, and confidential supervisory information, as well as any other CFPB information thal may
be exempt from disclosure under the Freedom of Information Act pursuant ta 5 U.S.C. 552(0)." 12 CE.R. 1070.2()
{emphasis added). The Bureau’s rule further states that “Confidential information docs not include information
conlained in records that have been made publicly available by the CTFPB or information that has otherwise been
publicly discloscd by an employee with the authority W do s0.” fd. The Bureau defines “Confidential investigative
information™ as “(1) Civil investigative demand material; and (2) Any documentary material prepared by, on behalf
of, received by, or tor the use by the CEPB oy any other Federal or Staie agency in the conduct of an investigation of
or enforcement action against a person, and any information dervived from such documents.” See 12 CER.
1070.2¢h) {emphasis added}.

212 C.ER. 1070 4. Disclosure ol confidential information may only be authorized “by the Dircctor in writing.” See
12 C.ER. 1470.46(a).

Y12 CER. 10704 1(a). Bureau rules only provide limited. enumerated exceptions Lo this prohibition. For instance,
the Burcau may only disclose confidential investigative information and other conlidential information, in
accordance with applicable law, as follows: {1) to a CFPB employee; (2) to either House ol the Congress or 1o an
appropriale committee or subcommiltee thereof; (3) in investigational hearings and witness interviews; (4) in an
administrative court proceeding to which the CIPB is a party; (5) 1o law enforcement agencics and other
governmental agencies; and (6) us required under any other applicable law. 12 C.E.R. 1070.45. No other conlidential
information can be disclosed to non-CIFPB employees except “to the extent permitted by law and as authorized by
the Dircetor in writing ™ 12 C.ILR. 1070.46(1). 'This authority of the Director to disclose conlidential information
may not he delegated. 12 C.F.R. 1070.46{c).

! Various news articles, for instance, have detaited growing criticism of the Bureau’s mecting policy. Sce, c.g., “So
Much For Obama ' Transparency’ At CFPB,” INVESTORS BUSINESS DAILY Ep. (June 24, 2013), availuble at
e v i estenc e edierialsA0 2003 oo D Y3 bank cloree clph nocetine seerethe woarh advisaers oneg
Brendan Bordelon, “Conswmer Financial Protection Burean accused of viclating transparency faw,” THE DAILY
CarirEr (Sept. 23, 2013), available at hupadalveallerenny 201380920 Venmamey Tismesd protecion bunean
dvctsad e viehtiee ranspareney e Nicholas Ballasy, “CFPB Transparency Lacking: Report” CREMT UNION
TMES (Sept. 26, 2013}, available at b dss o cinimecond 0T 300 G ph irasparcie s L Lo e,

7 See Bipartisan Policy Council report entitled *The Consumer Financial Protection Bureeait: Measuring the
FProgress of o New Agency” 38 (Sept. 2013), available at:

Arphiprtsanpe ey crSsaresSde D e B PO T snsmners s T e 0P e e OB nscan e TR,
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transparency by emulating the transparency practices of other federal agencies,” and suggests
that the Burcau can improve the transparency of its advisory commitiee meetings by following
the model established by the Federal Deposit Insurance Corporation’s (FDIC’s) Committce on
Economic Inclusion, which, uniike the Bureau’s advisory committees, publishes notices of its
meetings In the Federal Register, makes all portions of its meetings open to public observation,
and broadcasts its meetings on its website.®  As a member of the FDIC Board of Directors, you
are presumably familiar with this FDIC policy.

So that the Committee may further investigate this matter and fulfill its oversight
responsibilities, please provide the Committec with the following information:

L. A list of every advisory committee meeting at which confidential information’ was disclosed
by the Burcau by any means or otherwise discussed,

2. A {ull description of any and all confidential information disclosed by the Bureau to any
advisory committee member, whether in connection with an advisory committee meeting or
otherwise, including but not limited to a description of every enforcement action mentioned
or discussed at any meeting or otherwise disclosed (0 any member;

3. All records® and analyscs prepared by any Bureau employee discussing or evaluating the
legal permissibility of disclosing confidential information to the Bureau’s advisory
commitices;

4. A list of every person, whether or not u Bureau employee, contractor, or consultant, who
attended an advisory committee meeting at which confidential information was discussed or
disclosed by any means;

5. Any written authorization permitting the disclosure of confidential information to any person
who is not a Bureau cmployee;

6. Any written authorization in which the Burcau’s General Counsel granted any person (o
whom the Bureau made confidential information available permission to further disclose
such confidential information 1o any third party;

7. A list of every advisory committee mecting at which non-public information” was disclosed
by the Bureau by any mecans or otherwise discussed; and

8. A full description of any and all non-public information disclosed by the Bureau 1o any
advisory committce member, whether in connection with an advisory committee meeting or
otherwise, including by not limited to a description of every enforcement action mentioned or
discussed at any meeting or otherwise disclosed to any member.

In addition to providing the foregoing records, we ask that you:

°Id. at 39.

? The term “conlidential information™ has the same meaning as under CEPB regulations. See Footnote | supra.

" The term “records™ means any wrilten, recarded. or graphic matter of any nature whatsoever, regardless ol how
recarded or preserved, and whether original or copy.

? Noa-public information is any “matter[] that [is] not yet public that the Burcau is working on, inclucling things like
enforcement actions and the like,” but does not include information that constitutes “confidential information”™ under
Bureau regulations,
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I. Provide written assurance that no individual, whether or not a Bureau employee, contractor,
or consultant, has used confidential information disclosed by the Bureau to an advisory
committee for financial gain,

2. Commit the Burcau to comply, as a matter of policy if not as a matter of affirmative statutory
duty, with the Federal Advisory Commitiee Act;'" and

3. Commit the Burean to publish notices of its advisory commitiee meetings in the Federal
Register, make all portions of these meetings open to public observation, and broadcast these
meetings on its website.

Please provide any documentation in hard copy and electronic and searchable format no
later than February 14, 2014. Any questions aboul this request should be directed to Brian

Johnson of the Commitiee staff at 202-225-75()2.

Yours Respecifully,

HENYARIING
Chairman

ce: ‘The Honorable Maxine Waters
Mr. Mark Bialek, Inspector General, Federal Reserve Board and CFPB

Y See 5US.C. App. 2.
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Comnrittee onr Financial Services
Washingion, D.C. 20515

February 11, 2014

The Honorable Richard Cordray
Dircctor

Consumer Financial Protection Bureau
1500 Pennsylvania Avenue, NW
Washington, D.C. 20220

Director Cordray:

As you know, my colleagues and I are concerned about the impact of the Ability to
Repay Rule on charitable low income housing providers. T am aware that the Consumer
Financial Protection Bureau (the Burcan) worked diligently to address these concerns prior to
finalization of the rule, and understand that other minor clarifications may need to be made in
order to minimize the impact of the rule on these organizations” ability to continue 10 serve
needy families.

[ was encouraged by our conversation when you visited my office on January 14,
2014, and also by your festimony on January 28, 2014, in response 1o Representative Patrick
Murphy, when you assured us you would continue to work 1o address this important issue.

I request that you provide a briefl written update to me on the actions the Bureau will be
taking on this matter,

Thank you for your continued service.

Sincerely, -~
MAXINE WATERS

Ranking Member



February 18, 2014

Thank you for testifying at the January 28, 2014, Committee on Financial Services
hearing entitled, “"The Semi-Annual Report of the Consumer Financial Protection Bureau.”

A copy of your transcript has been provided should you wish to make any
corrections. Please indicate these corrections directly on the transcript. Due to the
disruption of mail service to the House of Representatives we ask that you fax or
e-mail vour corrections in lieu of mailing them. Please send your corrections
within (15) business days upon receipt to:

Terrie Allison, Editor
Committee on Financial Services
Fax (202) 225-4254
terrie.allison@mail.house.gov
Phone (202) 225-4548

Rule XI, clause 2(e)(1}(A) of the Rules of the House and Rule 8(a)(1) of the Rules of
the Committee state that the transcript of any meeting or hearing shall be “a substantially
verbatim account of the remarks actually made during the proceedings, subject only to
technical, grammatical, and typographical corrections authorized by the person making the
remarks involved.” We therefore ask that you keep your corrections to a minimum.

Also included are questions for the record submitted by Chairman Hensarling and
Representatives Huizenga, Mulvaney, Barr, Stivers, Luetkemeyer, and Velazquez. We ask
that you respond to these questions in writing for the hearing record within 15 days of

receipt.

I during the hearing you: (1) offered to submit additional material; or (2) were
requested to submit additional material; please submit this material via electronic mail by
sending it to terrie.allison@mailhouse.gov. If you are unable to submit the material
electronically, please contact the Committee staff to arrange for submission.



“The Semi-Annual Report of the Consumer Financial Protection Bureau”
House Committee on Financial Services Hearing
January 28, 2014

Questions for the Record Submitted by Chairman [eb Hensarling:

Question 1: Director Cordray, page 39 of the Bureau’s Financial Report for Fiscal Year 2013,
released December 16, 2013, disclosed that the Bureau has entered into an “interagency
agreement between the General Services Administration...to provide for services related to
the planned renovation of CFPB’'s Headquarters office space located in Washington, D.C”
Additionally, on December 19, 2013, the Bureau released its “CFO update report for the
fourth quarter of fiscal year 2013,” the first page of which disclosed that Bureau obligations
made during the fourth quarter included:

“$145.1 million to the General Services Administration to provide for a range
of services related to the renovation of CFPB’s headquarters building. In
addition to the actual renovation of both the inferior and exterior of the
building, services also include project management, contract management,
environmental management, construction oversight and administration, and
other technical services.”

(a) Please produce a copy of the interagency agreement that the Bureau has entered
into with the GSA regarding the Bureau's planned renovation.

(b) Please produce copies of all renovation-related documents the Bureau has filed with
the National Capital Planning Commission and U.S. Commission on Fine Arts.

{¢) When do you plan to file the Bureau’s final plans with the National Capital Planning
Commission?

Question 2: The Occupancy Agreement hetween the Office of the Comptroller of the
Currency {OCC) and the Bureau was signed on February 17, 2012, the month following
your recess appointment as Director of the Bureau, which occurred on January 4, 2012. Yet
in your testimony, you stated “That was an agreement signed before I became director.”
Were you mistaken about the date upon which the Occupancy Agreement was signed, or
were you indicating that the circumstances of your recess appointment did not yet endow
you with the legal authority to act as the Director of the Bureau?

Question 3: The Occupancy Agreement between the OCC and the Bureau provides that “The
CFPB will be responsible for the cost of any improvements it may make to the Premises”
and “The CFPB bears the responsibility for the cost of operation, maintenance, repair of the
space as well as the capital improvement cost of replacement of all base building structures
and systems necessary to keep the building structures and systems in good maintenance
and repair.” Why would you agree to these contract terms for a building the Bureau does
not own?



Question 4: In your testimony, you described your headquarters building as a “tough
building,” a “deteriorated building” and a “classic white elephant” that “must have been
used pretty heavily.” You further stated that “If I were a consumer [ would be complaining
alot about the building if  owned it.”

(2} Did you have any inspection or appraisal reports or other information avatlable to
you at the time you committed the Bureau to its long-term Occupancy Agreement
with the 0CC that would have given you an indication of the condition of the
building? If so, please produce dated copies of any such documents.

(b} If not, why did you not conduct due diligence on the condition of the building before
committing the Bureau to an investment of over $250 million in total annual rent
payments over the Occupancy Agreement’s 20-year term?

Question 5: Regarding the Bureau’s Occupancy Agreement with the OCC:

(a}) Which specific Bureau employees were responsible for negotiating and approving
the Bureau’s Occupancy Agreement with the 0CC?

(b) Does the buck stop with you or were other Treasury or Bureau employees also
responsible for committing the Bureau to this Occupancy Agreement?

Question 6: According to an audit report released by the Treasury Department’s Office of
the Inspector General on December 20, 2013, the OCC engaged a private consulting firm in
2011 to perform a study to value the building at 1700 G Street, NW for sale and rental
purposes. The Treasury IG report further states that:

“The study valued the building at approximately $153.7 million. At the time
of the study, OCC knew that CFPB was willing to occupy the entire building
under triple-net rent terms, which requires the lessee to pay for net real
estate taxes on the leased asset, net building insurance, and net common area
maintenance. The results of the study found that the net present value of
renting the property under a triple net rent contract for 10 years slightly
exceeded the net present value of selling the building.”

This IG report would seem to indicate that the Bureau’s willingness to enter into lease
terms favorable to the OCC induced the OCC to rent the building to the Bureau rather than
sell it to another party. Do you agree or disagree with the Treasury IG’s characterization of
these events?

Question 7: The study referenced in the Treasury IG report was conducted by Ernst &
Young and completed on February 4, 2011.

(a) Which individual served as the leader or acting Director of the Bureau on this date?
(b) Which Bureau or Treasury employee(s) negotiated or communicated with the OCC
on behalf of the Bureau regarding lease terms during this time period?



Question 8: In your testimony regarding the Bureau’s decision to lease the OCC building at
1700 G Street, NW, you indicated that “we worked with GSA to try to understand what
space was available in Washington, D.C., and there’s very limited space for an agency with
over a thousand employees.” You also stated that “we looked around at surrounding areas
as well.” Please provide this Committee with copies of all documents prepared by the
Bureauy, the General Services Administration or any private contractor or consultant prior
to February 17, 2012 that reference or evaluate the Bureau's commercial real estate lease

or purchase opportunities.

Question 9: In your testimony regarding the Bureau's planned renovation of the OCC
building at 1700 G Street, NW, you indicated that “We're going to have to vacate the

building while this is going on.”

{a)} When will the Bureau relocate its first employee from the headquarters building?

{b) How many total employees will be reassigned to another office location while the
building at 1700 G Street NW is under renovation?

(¢} Will all impacted employees be reassigned to a new location on a rolling basis or all

at once?

{d) How long will CFPB employees currently working at 1700 G Street NW be
reassigned to a temporary location?

{e} What will be the total costs of vacating the building and renting an alternate facility?

(f) What alternate office location has been selected for vacated employees?

{g) When was the contract for an alternate office location signed?

(h) Please provide us with a copy of these lease agreement.

(i} How many square feet of office space will be occupied by the Bureau and at what

cost?
(j) Please provide this Committee with all relevant details and documents

substantiating your responses to these questions.

Question 10: Please provide this Committee with copies of the Bureau’s contract(s),
including all amendments, with the architecture firm Skidmore, Owings & Merrill LLP.

Question 11: Please provide this Committee with copies of any documents, including but
not limited to any architectural or design plans, renderings, illustrations, electronic files
and e-mail communications, provided to the Bureau by Skidmore, Owings & Merrill
concerning the renovation 1700 G Street, NW.

Question 12: Regarding the Bureau’s planned renovations:

{a} When does the Bureau expect to award a design build contract to renovate 1700
Street, NW?

(b) What procurement process will be used?

(c} When will construction commence?

Question 13: During your testimony before the Committee on September 12, 2013, Rep.
Rothfus asked you about salary levels for Bureau employees, and you responded by stating:

3



“Again, the federal banking agencies are on a different pay scale than the GS
scale. One of the things [ want to note that's very important here — our statute
requires us, it requires us - this is the law of the land that we're bound to
follow - that we are to have a pay scale comparable to that of the Federal
Reserve. Last 1 checked on our statistics, we're one percent lower average
salary than the Federal Reserve. So we're complying with the law.”

{a) So that the Committee may properly compare the Bureau’s compensation structure
with that of the Board of Governors of the Federal Reserve System, please provide a
copy of the Bureau’s salary structure, including all pay classes, grades, steps, and

locality adjustments.
(b) Additionally, please provide a Microsoft Excel file containing Bureau employee
salary data, organized by the following column headings:

Employee, Fellow, Intern Name,

Title,

Pay Class,

Pay Grade,

Division,

Office,

Hire Date,

Starting Salary or Hourly Wage at Hire Date,

Amount of any Signing Bonus Awarded,

Amount of any Relocation Incentive Awarded,

Amount of any additional financial incentive awarded,
Date(s) of any Raises(s) Awarded

Amount(s) of any Raise(s) Awarded

Date of Promotion (if applicable),

New Title after Promotion (if applicable),

New Salary or Hourly Wage after Promotion (if applicable),
Current Annual Salary or Hourly Wage,

Departure Date (if applicable},

Annual Salary or Hourly Wage at Departure Date (if applicable),
Annual Bonus awarded in 2011 (indicate calendar or fiscal year),
Annual Bonus awarded in 2012, and

Annual Bonus awarded in 2013.

e & & & H & » B & & »

Question 14: The Bureau's contract service inventory list for FY 2013 shows that the
Bureau paid Harvard University for two different programs held in Cambridge,
Massachusetts: $37,500 for a “Harvard Law School Executive/Legal Education Program”
and $69,000 for “registration fees for Bureau staff members to attend senior executive
seminar(s}.”



(a) Please produce copies of all records associated with these programs, including but
not limited to any pre-solicitation requests for quotes, the quotes submitted to the
Bureau by Harvard, any contracts signed between Harvard and the Bureau, any
travel, lodging, and meal vouchers associated with any Bureau employee, a complete
list of every Bureau employee who attended either of these programs, and any
materials provided to program participants.

{b) Why were these programs not mentioned in the Bureau’s December 2013 report on
“Growing our Human Capital,” even though the report listed fifteen other “training
and workforce development initiatives” instituted by the Bureau in 20137

(c) Why did you select Harvard to provide this program?

(d) There are many nationally-recognized Universities in the greater DC area with
similar capabilities, the selection of which would have minimized travel expenses.
Did you not consider these universities to provide the programs for your senior
employees? Why was it necessary to send your senior employees to Cambridge, MA
to receive this training?

() Why was this seminar not held at the Bureau’s headquarters instead of in
Cambridge, MA?

(f} How much money would have been saved if the Bureau had hosted this program
rather than sending its employees to Harvard?

Question 15: On May 28, 2013, the CPFB published a pre-solicitation notice to solicit quotes
for “various Senior/Executive Manager workshops similar to the Harvard Kennedy School
of Government programs.”

(a) Was this the pre-solicitation notice that resulted in the awards and programs
referenced in question 14 above?

(b) How many guotes did the Bureau receive?

(c) With a pre-solicitation notice phrased in this way, it would appear that the Bureau's
selection of Harvard’s quotes was a foregone conclusion, was it not?

Question 16: The Bureau’s contract service inventory lists for FY 2012 and FY 2013 list a
number of contracts the Bureau has awarded to companies for “paid search marketing
services.” Please produce copies of any such contracts, including but not limited to the
contracts associated with the following awards.

$122,513 paid to Fleishman-Hillard, Inc. on 3/16/2012;
$94,692 paid to PCG Enterprises on 6/8/2012;

$237, 300 paid to Digital Firefly Marketing on 8/21/2012; and
$280,637 paid to Fleishman-Hillard, Inc. on 6/14/2013.

Question 17: The Bureau’s contract service inventory lists for FY 2012 and FY 2013 list a
number of contracts the Bureau has awarded to a company named IDEO, LLC for “branding
services.” Please produce copies of any contracts awarded to any company for “branding
services,” including copies of all contracts awarded to IDEO, LLC.



Question 18: Please produce copies of any contracts awarded to GMMB, Inc, the
Corporation for Enterprise Development, and the National Consumer Law Center.

Question 19: Section 1.017{d}(2) of the Dodd-Frank Act provides that amounts deposited in
the Bureau’s Consumer Financial Civil Penalty Fund may be used only for “payments to the
victims of activities for which civil penalties have been imposed” or “for the purpose of
consumer education and financial literacy programs.” However, page 25 of the Bureau's
Fiscal Year 2013 Financial Report discusses the Bureau’s Civil Penalty Fund and states that
in Period 1, “$1.6 million was set aside for any administrative costs.”

(a) What is the legal authority upon which the Bureau relied for using funds in the Civil
Penalty Fund for “any administrative costs”?

(b} Please provide a full accounting of all administrative costs incurred specifically
related to the Civil Penalty Fund.

(c} Please indicate whether the administrative costs will solely be used for purposes of
the Civil Penalty Fund.

Question 20: On a subpage of the Bureau's website entitled “Doing Business With Us,” the
Bureau discloses that it plans to build a “national database on US households” use of
consumer financial products.” Further, the Bureau discloses that it planned to solicit bids
for this database in the first quarter of Fiscal Year 2014. Please produceall records
referencing or relating to this “national database on US households use of consumer
financial products.”

Question 21: On April 24, 2013, the Bureau released a "White Paper” on Payday Loans and
Deposit Advance Products. Page 4 of this document states: “This white paper summarizes
the initial findings of the CFPB’s analysis of payday loans and deposit advance.” {(Emphasis
added).

(a) In light of the fact that the Bureau’s White Paper only presented “initial findings,”
why does the Bureau’s unified rulemaking agenda already list “Payday Loans and
Deposit Advance Products” in the Bureau's “Prerule” stage of rulemaking?

(b} Why is the Bureau, according to the Office of Information and Regulatory Affairs

[OIRA), "considering whether rules governing these products are warranted under
CFPB authorities, and if so what types of rules would be appropriate” without first
completing its research and issuing a White Paper containing finalized research and
findings? :

(c) Will you commit to finalizing the Bureau’s research before proposing any ruile to
regulate these products?

{d} The Bureau often cites its objective, data-driven approach topelicy research and
analysis. In the name of transparency, will you immediately make all data,
methodologies and analysis underlying the Bureau’s initial research and findings
available to the public for peer review?

Question 22: On December 12, 2013, the Bureau released a report entitled “Arbitration
Study Preliminary Results.” The Committee understands that the Bureau obtained
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information that formed the basis of its findings by issuing orders to financial institutions
to provide it with copies of their standard-form consumer account agreements.

(a) To how many financial institutions did the Bureau issue these orders?

(b} Why was this information collection not noticed in the Federal Register?

(c) Why was this collection not first approved by the Office of Information and
Regulatory Affairs (OIRA)?

(d} Why did these orders not contain a valid OMB approval number?

{e) When does the Bureau plan to release a follow-up or subsequent study regarding
arbitration?

(f} Will you make all data, methodologies, and analysis underlying this report available
to the public for peer review?

Question 23: Will you please provide the Commitiee with a current list of every Bureau
employee or contractor who has access to information contained within the Bureau’s credit
card database, national mortgage database, loan-level database, and consumer credit
panel?

Question 24: Has any data collected as part of the Bureau’s market monitoring efforts,
including data collected or retained in its credit card database, national mortgage database,
loan-level database, and consumer credit panel, ever led directly or indirectly to a Bureau
investigation or enforcement action? If so, please fully describe all such instances in which
this has occurred.

Question 25: Does the Bureau have a memorandum of understanding (MOU) with the
Financial Stability Oversight Council, Office of Financial Research, U.S. Department of the
Treasury or Internal Revenue Service? If so, please provide copies of all such memoranda
to this Committee.

Question 26: Are you open to creating an advisory opinion process whereby lenders and
other regulated entities can petition the Bureau for an opinion on whether a proposed
product or service is likely to be found lawful and compliant by the Bureau? This process is
used by many other regulatory agencies and provides greater certainty to market
participants and encourages product innovation, which benefits consumers. In your view,
could the Bureau adopt such an advisory opinion process by rule, or is legislation required?

Question 27: Are you open to providing the public advance notice of the release of any
enforcement bulletin and regulatory guidance and affording the public the chance to
comment on any such bulletin or guidance? Such a process could provide the public with an
additional opportunity to provide the Bureau with helpful feedback, even in instances
where the Bureau is simply restating its view of existing law and regulations. If you do not
support providing the public with this opportunity, please articulate your reasons for
opposing such a process. In your view, could the Bureau adopt such a notice-and-comment
process by rule, or is legislation required?



Question 28: [ am concerned that the Bureau is undertaking investigations that duplicate
similar efforts undertaken by other state and federal agencies, which is an inefficient use of
limited law enforcement resources.

\(a) Without revealing the identity of any company under current investigation, please
state the number of Bureau investigations currently underway in which another
state or federal agency is conducting an investigation of the same com pany or of the
same or similar activities.

(b} Please state the percentage of Bureau investigations in which another state or
federal agency issued a subpoena, civil investigative demand, or otherwise obtained
information from the same company being investigated before the Bureau did so?

(c) Finally, is the Bureau currently investigating any company that is not currently
considered fo be a financial services company? If so, please describe the products or
services provided by any such company and the legal basis for the Bureau’s
authority to investigate such companies.



Questions for the Record Submitted by Rep. Bill Huizenga
“The Semi-Annual Report of the Consumer Financial Protection Bureau”
January 28, 2014

Questions for the Hon. Richard Cordray, Director, Consumer Financial Protection Bureau

Thank you for your appearance before the Jonuary 28, 2014, House Financial Services
Committee hearing to discuss the semi-annual report of the CFPB. To follow up on the
discussion, I would like to submit the below background and questions to the aforementioned
witness and have the answers included in the official hearing record.

On January 14, 2014, the Financial Services Subcommittee on Financial Institutions and
Consumer Credit held a hearing on the recently enacted Ability to Repay rule and its Qualified
Mortgage (QM) definition.

In testimony, Bill Emerson, the Vice Chairman of the Mortgage Bankers Association (MBA) and
CEO of Quicken Loans, which is headquartered in my home state of Michigan, made a series of
recommendations for how the CFPB could improve the Ability to Repay rule so it better serves
consumers and promotes the vibrant flow of safe and affordable mortgage credit. Among MBA’s
recommendations are increasing the threshold for smaller balance loans, establishing a “right to
cure” calculation errors and other processing mistakes, providing better written guidance, and
raising the APOR tolerances.

I understand the CFPB is considering making adjustments to the Ability to Repay rule later this
year.

e What is the Bureau’s timeframe for publishing amendments to the Ability to
Repay (APR/QM) rule?

s Is the CFPB considering revising the "points and fee" threshold for smaller loans?
Currently, loans with a balance of less than $100,000 are able to qualify as QM
loans with higher “points and fees,” ranging from 3 percent to as high as 8
percent for the smallest loans. Would you agree that seiting the definition closer
to the national average of $219,000 would improve access to credit for low- and
moderate-income Americans?

o Isthe CFPB considering providing lenders with the ability to “cure” mortgages
that were intended to be QMs but, through a calculation error or other processing
mistake, did not fit into the strict definition? Without such a procedure, lenders
will tend to avoid transactions at the boundaries of QM —an outcome at odds with
your stated goals for the new rule.

o Is the CFPB considering establishing a better process for the provision of wriften
guidance? In his testimony, Mr. Emerson noted that the absence of timely,
authoritative written guidance has resulted in industry confusion and
understandable reluctance to offer consumers certain beneficial loan features such
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as bona fide discount points that heip them reduce their interest rate and monthly
payment.

Is the CFPB considering raising the APOR/APR thresholds to qualify as QM safe
harbor loans? Only mortgages where the APR is less than 150 basis points over
the applicable benchmark APOR qualify. Increasing the spread to 200-250 basis
points would extend QM loans to a greater number of borrowers, satisfying their
credit needs with sustainable and affordabie loans.



Questions for the Record submisted by Rep. Mick Mulvaney (R-SC)
Committee on Financial Services
Hearing on “The Semi-Annual Report of the Consumer Financial Protection Bureauw”
Witness: The Honorable Richard Cordray, Director, Consumer Financial Protection Bureau
Hearing Date: January 28, 2014

Question #1:

A recent report issued by the Philadelphia Federal Reserve Bank under its Working Paper
Series found that stricter regulation of third-party collectors is associated with creditors
extending fewer lines of credit and reducing the amount of credit offered — all of which
ultimately harms consumers. The report concluded that “financial regulation that institutes
strong consumer protection must be balanced with creditor rights in order for the latter to
extend consumer credit in the first place.” As the Bureau engages in its rulemaking on the
debt collection industry, how will you ensure that there is balance between strong consumer
protection and creditor rights?

Question #2:

In response to a question from Rep. Meeks about the importance of ensuring access to
small-dollar credit, you mentioned several different products, including payday loans and
“certain types of installment loans.” I share your understanding that small-dollar lending
serves an important function for many borrowers, especially these who may not utilize
traditional banking services, and hope the Bureau will work to ensure the continued
viability and availability of these products.

You indicated that the Bureau plans to “move ahead with making some policy judgments
and regulations in this area.” As you do so, please provide to me:

¢ The Bureaw's definition of “installment loan” and how the Bureau is distinguishing
between the different types of installment loans that you referred to during the
hearing.

e The features of installment loans that, in the opinion of the Bureau, provide value to
consumers.

e The features of installment loans that are of concern to the Bureau.

Question #3:

In response to questions from Rep. Luetkemeyer, you emphasized that “online lenders that
are legitimate and valid deserve protection against online lenders that are undercutting
them, violating the law, not complying with the same requirements that they comply with.”
I applaud you for this statement, and for your recognition that “there’s a lot of online
lending that is perfectly proper and valid, and may even cut some costs over physical, in-
person lending.”



You alse mentioned that you have been working with state attorneys general to resclve
issues that arise from the complex nature of online regulation. In addition to state
attorneys general, are you working on these issues in cooperation with the Federal Deposit
Insurance Corporation or the Department of Justice?

As the primary regulator for payday lenders, how will you ensure that recourse is available
to legitimate online lenders who may have been negatively impacted by enforcement or
regulations intended to stamp out illegitimate lenders?

Question #4:

The CFPB’s April 2013 white paper on “Payday Loans and Deposit Advance Products” looks
at "sustained use" of payday loans, and then states that such use “may become harmful for
consumers when they are used to make up for chronic cash flow shortages.”

+ If “chronic cash flow shortages” are the underlying problemn, it seems unlikely that
regulating “sustained use” is the solution. Do you agree?

» Isn't the potential regulation of sustained use simply another way of regulating the
cost that consumers may pay for a particular finanecial product, in this case payday
loans?

» Doesn't Dodd-Frank, by prohibiting the CFPB from setting a usury rate, prohibit
regulation of the cost of a financial product?

The same white paper also fails to provide sufficient granular data to explain the measure
of sustained use, which is necessary in order to determine if such use is beneficial or
harmful to the consumer.

» How do you respend to this significant oversight, and don't you agree if must be
addressed before the white paper can be part of the basis for CFPB rulemaking?

¢ Do vou foresee any other research being released by CFPB regarding payday lending
prior to any rulemaking?

Question #5:

The Bipartisan Policy Center published a report in September 2013 that listed several
concerns with the CFPB’s transparency efforts. In part, BPC found that after a June 2013
forum, “CFPB held an ostensibly public follow-up meeting. The meeting, however, was open
only to those consumer groups, industry members and government officials who received a
personal invitation from the CFPB.”

BPC also noted that CFPB fails to publish notices of its field hearings in the Federal
Register and often referred to hearings in blog posts just a few days in advance of a hearing
without providing the level of disclosure found in Federal Register notices from other
regulators. BPC also criticized the CFPB for occasionally providing vague descriptions of
the hearing topics.



Alarmingly, BPC found that there were instances where CFPB did not provide any notice
at all of public hearings, including for its hearings on overdraft fees and payday lending.

s  What federal regulations must CFPB comply with regarding notice of public
meetings and hearings?

e Does CFPB have any additional internal requirements for publishing notice of public
meetings?

o How does the CFPB define a public meeting? Does a meeting where attendance was
limited to invitees meet the definition of a public meeting?

o If the public is excluded from CFPB meetings, either directly by exclusive invitations
or indirectly by inadequate notice, how is the Bureau accomplishing your stated geal
of increased transparency?

e Are you willing to submit to the Committee a plan of action for the upcoming months
to improve transparency at the CFPB?



Rep. Andy Barr, Questions for the Record
Pertaining to the 1/28/14 Cordray Hearing

Director Cordray —

As the CFPB is aware, many community banks originated balloon loans as the bulk of their
consumer real estate lending portfolio. These banks must take action when a balloon loan they
currently have in their portfolio matures.

Unfortunately some borrowers may not show a verifiable income sufficient to qualify for a new
loan under the ability-to-repay standards, even though they have never actually missed a
payment on their existing batloon loan and have a clean credit history.

s The community banks in my district are wondering whether the ability-to-repay
rule requires them to foreclose on a borrower who has never missed a payment.
Should the community bank, mindful of past performance of the loan, willfully
disregard the ability-to-repay rule and rewrite the loan based on its best judgment
and close knowledge of the borrower, or should the bank begin foreclosure
proceedings, notwithstanding the borrower’s prior record, since the borrower
cannot pay off the matured loan?

o Given these concerns, would you support a legislative fix that would grandfather
into the qualified mortgage safe harbor balloon loans with a history of performance
and which are curreatly held in portfolio by the communify bank?

In addition, during the hearing, I asked you about a series of nondiscriminatory factors that could
explain why one consumer might pay less for an auto loan obtained through an auto dealer,
compared to another consumer. If one of these factors is the reason why prices vary from
consumer to consumer, there is no unlawful discrimination. Hence, to do a proper comparison,
these variables need to be pulled out of the CFPB’s analysis when alleging disparate impact.

You conceded during the hearing that some of these factors are “relevant.” My question
concerns whether these “relevant” factors wete properly considered in CFPB’s analysis of
disparate impact.

Please answer Yes or No to the following (if “No” please state a reason why):

o Is the amount financed considered when CFPB’s is alleging disparate impact
discrimination in indirect auto financing?

e Is borrower creditworthiness considered, including the efforts by the dealer to
arrange financing for the consumer?

o Is the presence of a competing offer from another financing source considered?

o Is the Jength of the loan considered?



o Is the presence of a manufacturer’s discount of the rate considered?

Finally, the Bureau has repeatedly asserted, including in a response to my office, that the Indirect
Auto Bulletin is exempted from the Administrative Procedure Act’s (APA) Notice of Proposed
Rulemaking (NPRM) requirements. Specifically, the Bureau stated that the Builetin falls under
the exemption “for general statements of policy, non-binding informational guidelines, or
interpretive memoranda.”

¢ Under which of these exceptions fo the APA does the Bureau feel it can circumvent
the standard rulemaking procedures, particularly NPRM? Simply, which of the
following categories does the Bulletin fall under: a general statement of policy, a
non-binding informational guideline, or interpretive memoranda?

o Even under this exemption, the APA requires agencies to publish these rules
within the Federal Register. Has the Bureau published a notification of the
issuance of the Bulletin in the Federal Register? H not, does the Bureau
intend to?

o Ttis clear from the legislative history of the APA that Congress did not
intend for these exceptions from the law’s notice and comment requirements
to be a loophole for the agencies to expedite the promulgation of rules. What
is the agency’s rationale for using this exception?

o Since the Bulletin appears to be intended to change behavior with the force
of law, how can the Bureau claim that it only applies to intra-agency
behavior in the manner of a statement of policy, informational guidelines, or
rules of agency organization, procedure or practice?

o How does the agency intend to keep Congress, the public, and industry
stakeholders notified on the proposal, promulgation, and implementation of
rules addressing disparate impact and the justification of these rules?



Congressman Steve Stivers

Questions for the Record

“Semi-Annual Report of the Consumer Financial Protection Bureau”
January 28, 2014

Questions for Dir. Cordray:

1.) A recent Washington Post story quoted Deepak Gupta, the Bureau’s former
Litigation Counsel and Senior Counsel for Enforcement Strategy as saying:

“Sometimes you couldn’t write down your thinking, because it
could wind up in front of some hostile congressional '
committee...I would use the word paranoia, except paranoia
implies that it’s not justified.”

This admission comes on the heels of a July 2013 report that the Bureau is coaching
its employees to “FOIA-proof” their Outlook calendars by instructing them to “avoid
annotating entries with agendas, detailed discussions,” and “minimize attachments
to your calendar appointments.”

Is it a widespread practice at the Bureau to avoid documenting its
activities so as to evade Congressional scrutiny? Was Professor Gupta
acting contrary to Bureau policy? Have you made it clear to Bureau staff
that it is not in the Bureau’s interest to frustrate a Congressional

inguiry?

I have a bill that creates a Senate confirmed independent inspector
general for the CFPB (H.R. 3770). Would you agree or support this bill
which would provide Congress additional oversight of your agency?

2.) In the same Washington Post story, Leonard Chanin, the former head of rulemaking
at the CFPB made the following comments about your organization: “Ilost faith
that the agency would become a truly independent entity and carefully balance
consumer costs and access to credit with consumer protection,” Chanin said...”
There is great risk in assuming you know what is best for the consumer...”

Do these comments trouble you in any regard? Do you see it as your job
to remove decision making ability from consumers and transfer it to
the Bureau staff? Why would Mr. Chanin make these comments if this
was not an issue at the Bureau? '



3.) In response to questions about forms of “nondiscretionary compensation” of dealers
that indirect auto lenders can evaluate, Bureau staff has indicated that “flat fees” are
but one form of such compensation. At the auto finance forum in November 2013,
Bureau staff said that other forms of “nondiscretionary compensation” could include
flat percentages per amount financed and/or tying dealer compensation to the
amount financed and the loan term. Both of these options seem like variation of flat
fees.

o Are there examples of “nondiscretionary compensation” that the CFPB
can share with industry? '

» Should the vehicle finance industry expect a “large pérticipant”
rulemaking in 2014?



Proposed Questions
Rep. Blaine Luetkemeyer (M0-03)
“The Semi-Annual Report of the Consumer Financial Protection Bureau”
Committee on Financial Services
January 28, 2014

. The No FEAR Act requires federal agencies to post quarterly summaries on its public
website pertaining to EEO complaints filed with the agency. Is it correct that in the most
recent No FEAR Act report 23 employees filed an Equal Employment Opportunity complaint
against the bureau?

. The No FEAR Act disclosure indicates 11 out of the 23 complaints are either pending or
have been withdrawn. This means that 12 of these complaints have been disposed of 1n some
manner. What happened with these complaints, and were they resolved favorably for the
employees? |

The Bureau seems to have taken it upon itself to regulate certain financial products based on
the notion that they could contain an element of discrimination. Shouid Congress be
conducting more rigorous oversight of CFPB to ensure the Bureau is not violating principles
it claims to represent?

. After meeting with officials from both the Department of Justice (DOJ) and the Federal
Deposit Insurance Corporation (FDIC), both agencies have admitted to some sort of
wrongdoing by their respective staffs regarding online lenders. DOJ and FDIC have both
clarified in writing that Jegal lenders should have no problem maintaining relationships with
financial institutions. Will you issue any formal or informal guidance or correspondence
which indicates that it is acceptable for institutions to do business with online lenders
operating within the law?

. A report recently released by the Inspector General of the United States Postal Service
(USPS) suggested that USPS move into the lending space and offer small dollar short-term
loans. How do you respond to this report? Does CFPB support the notion that USPS is a
qualified lender or should consider eniry into the lending and/or financial services space? If it
was to move into this or a similar business, how would CFPB oversee USPS?

. I found several of your responses to my Questions for the Record, submitied following your
appearance before the Committee on September 12", troubling and nonresponsive. Below,
you will find one such response illustrating my concern:

Luetkemeyer Question: “Do you believe that tribal governments have the right to
use the internet to make loans™.

Cordray Response: “All lenders should be mindful of state and federal law and
must comply with all of the laws applicable to them. Full compliance with the law
is essential to the operation of a fair, transparent, and competitive market.”



Please answer the following question with either “yes” or “no”: Do you believe tribal
governments have the right to use the Internet to make loans?

. It has come to my attention that there has been and continues to be coordination between

the Department of Labor (DOL) and CFPB on the DOL. fiduciary rulemaking. Please
explain in detail the coordination that exists on this matter between DOL and your
Burean, and all roles, including formal and information roles, CFPB is taking in
conjunction with this rulemaking.

. Has CFPB coordinated with the Securities and Exchange Commission (SEC) on the SEC
fiduciary rulemaking? If so, in what capacity?



Name: Nydia Velazguez
Hearing: The Semi-Annual Report of the Consumer Financial Protection Bureau
Date of Hearing: January 28, 2014, 10 am

Question for the Record:

We have learned that as a consequence of CFPB implementation of Dodd-Frank requirements for
background checks under the Loan Officer Compensation provisions, lenders and loan servicing
companies have started to add additional employee validation requirements as a standard for any and
all vendors, including subcontractors and their sub-agents. In fact, such requirements are now being
applied to such routine property preservation services as mowing lawns or inspections of vacant
property that are performed by thousands of small businesses. These activities are weil outside the
normal duties performed by a loan officer. Overly-broad application of the background checks policy is
costly to smalt businesses and does not materially affect the quality of lending practices. Can and will
CFPB issue a guidance document that will clarify the intent and scope of the DFA Loan Officer
Compensation provisions regarding background checks, clarifying that the employee validation
requirements are limited to loan officers and individuals who perform the normal duties of loan

officers?
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Committee on Financial Services
Washington, .. 20515

JEB HENSARLING, TX, CHARMAN

February 19, 2014

The Honorable Thomas J. Cury Joseph A. Smith, Jr.

Comptroller Monitor of the National Mortgage Settlement
Office of the Comptroller of the Currency Ollice of Mortgage Settlement Oversight
400 7th Street SW, Suitc 3E-218 301 Fayetteville St., Suite 1801

Washington, DC 20219 Ralcigh, NC 27601

Dear Comptroller Curry and Mortgage Settlement Monitor Smith:

I write to you to request that you carcfully scrutinize the sale of mortgage servicing rights
(MSRs) from banks to nonbank servicers to ensure that nonbank servicers have the capacity to
handle the increased volume in loans, and that borrowers are not suffering from deterioration in the
protections afforded to them because of such transfers,

As you are likely aware, the New York Depariment ol Financial Services recently ook
action to halt the sale of $39 billion in MSRs from Wells Fargo to Ocwen Financial Corporation,
becanse the Department had concerns about the operational capacity of Ocwen to manage the
servicing of an additional 184,000 loans. This comes shortly after the Consumer Financial
Protection Bureau (CFPB) entered into a $127 million settlement with Ocwen related to improper
mortgage loan servicing, unauthorized fees, and engagement in illegal foreclosure practices.

More gencrally, consumer advocales, housing counselors and other stakeholders have raised
concerns ahout the transfer of MSRs to nonbank servicers from the banks that are subject to the
National Mortgage Settlement (the Settlement), the February 2012 agrcement between five
mortgage servicing companies and 49 state attorneys gencral. When these servicing rights are
transferred to an entity not covered by the Settlement, the underlying loans are no longer subject (o
the servicing protections alforded by the Settlement. And while the CHPB has recently
tmplemented scrvicing standards to cover the entire market, including for nonbank servicers, I am
concerncd that thesc standards offcr fower borrower protections than thosc contained in the
Settlement.

[ request that you closely scrutinize all transfer of MSRs from banks to nonbank servicers to
ensure that these nonbank servicers have the operational capacity to manage the incrcased volume.
Additionally, I request yon to exam the extent to which these servicing transfers are potentially
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February 19, 2014

being used Lo evade the modification of loans for borrowers who would bencfit most from the terms
of the Settlement, and to work to ensure that borrowers are not subject to any degradation in the
protections afforded to them because of an MSR sale.

Sincerely,

B

AXINE WATERS
Ranking Member

cC! The Honorable Richard Cordray, Director, Consumer Financial Protection Bureau
The Honorable Shaun Donovan, Secretary, Department of Housing and Urban Development
The Honorable Mclvin Wait, Director, Federal Housing Finance Agency
Ms. Katherme Porter, Katherine Porter, California Monitor, National Mortgage Settlement



Questions for the Record

Congressman Dennis Raoss

Hearing entitled “The Semi-Annual Repart of the Consumer Financial Protection Bureau”
Full Cammittee

lanuary 28, 2014 10:00 AM

1.

In your last visit, | questioned you on the April White Paper an Payday lending. I'm still
concerned about the Bureau’s activities in this area, particularly as it might unduly prevent the
goaod actors in that space from fulfilling the financial needs of the underbanked.

The CFPB’s fall 2013 list of upcoming rulemakings, payday loan products were listed, indicating
that your agency intends to take action in the near term. Can you provide the committee with
any indication on the timing of proposing regulations for alternative or payday loan products?

Another area of concern for many Americans is access to mortgage credit and restriction of
consumer choice. A woman from Branden, Florida called my office the other day, nearly in tears
because of the skyrocketing premiums she faces with her new Obamacare-approved plan. She
li’l.i'

had been unable to keep the healthcare she liked and confessed te my office “I'm afraid of my

government.” I'm worried that in telling families we know what is best for them--we are making
the same mistakes in mortgages that were made in health insurance.
Example: A credit union in my area made a loan to a credit worthy, self-employed individual.
That credit union is doubtful they would have had the confidence to make the loan under
the new QM regulations.
Another example—Bay Cities Bank in Tampa recently announced it would stop originating
mortgages all together, according to the banks President: “When you make it hard enough
for a company to offer residential loans, eventually they are going to say we can’t make

economic sense of this line of business anymore.”

What is the legal liability a lender faces for criginating a non-GM loan that does not comply with the

ability-to-repay requirement? If you operated a bank and were responsible for the fiscal health of

that institution, would you take on that liability?

Shert of providing financial education and preventing fraud, why should it be the CFPB’s job to
determine which products and terms will be provided to consumers?

Won't the overall effect of the QM rule be to advantage certain types of products and certain
terms in the market place over others?

As a father of college-age sons, I'm concerned about the effect of the Debt-to-Income
qualification for QM loans. It seems to me that mortgage credit options for young people with
student loan debt will be severely limited, if not eliminated, by the 43% Debt-to-Income
threshold. The Federal Reserve did not require lenders to censider this ratic, why did the CFPB?
Once the GSE exemption expires, where will consumers with DTI’s above 43% go to get a locan?
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Congress of the Tnited States
House of Representatives
TWashington, BE 20515

Fcbruary 28, 2014

Hon. Richard Cordray, Director
Consumer Financial Protection Bureau

Dear Director Cordray,

‘Thank you for your service at the Consumer Financial Protcction Bureau (CFPB). As Members
of the Committee on Financial Scrvices, we write to commend to you the Florida model of
regulation and strong enforcement that protects consumers and urge that any national effort to
protect consumers does not undermine or preempt the good work that our state has done to
preserve access to credit while prohibiting predatory practices.

Your prior comments recognizing the legitimate need for emergency credit temper concerns that
excessive regulation could drive demand outside of the regulated sphere. Whether the product
comes from banks or non-bank financial institutions, we believe that a thoughtful approach, like
the one Florida has adopted after years of research, debate, and compromise among stakeholders,
would foster a regulatory environment that balances important consumer safeguards with
continued access to these financial products, all while crowding out bad actors that operate

offshore or outside the law.

The Florida model allows for a $500 per loan maximum, limiting loans to one at a time, and caps
on origination fees. The Division of Consumer Finance within the Florida Office of Financial
Regulation (OFR) provides to consumers & clear, sitople-to-follow outline that addresses the
major consumer protection points related to payday lending beginning with reminding
consumets of alternative solutions. Having lenders urge responsible use of credit is an important
statement that consumers come first in Florida and that payday lending is not a long-tcrm
solution to financial problems. Additionally, Florida sponsors free budgeting tools available on
mymoney.gov and provides a direct way to verify a lender’s ticense on the OTR website, Finally,
enforcement remains the key to success in the Florida model. Loans cannot be originated before
a real-time screening against a comprehensive database that verifies compliance with our state’s
loan amount and frequency limits.

We recognize that in all industries, bad actors exist within the system and seek to prey on
regulatory weaknesses; thus, we support your efforts to protect consumers by targeting rampant
illegal lending schemes, designed to cvade regulation and leave consumers with little or no
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protections. We strongly believe that the Florida regulatory system works well for Florida and
could serve as a sound example as the Bureau develops a wotkablc national consumer protection
model, This is why we urge you to support, not preempt, the proven regulatory framework that
Florida established to protect consumer access to short-ierm credit.

Thank you in advance for yout consideration of our request. We look forward to your timely

response.
Sincerely yours,

Patrick F. Murphy
MEMBER OF CONGRESS

Dennis A, Ross
MEMBER OF CONGRESS
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Muarch 4, 2014

Dircetor Richard Cordray

Consumer Financial Protection Burcau
1700 G Strect, NW

Washington, D.C. 20552

Re: The use of Debit Cards in i of a puychieck or direct deposit
Dear Director Cordray:

We are writing today to express our coneern for the growing practice by employers ol issuing
debit cards, also known as “payroll cards,” in lieu of a paycheek or direct deposit. These payroll
cards are generally issued by third-party financial institutions and carry with them various fees
and charges that are ollen not explained up-front to the newly-hired employee, many ol whom
are low- to-middle-income, and the cards effectively reduce their take-home pay.

Bmployers may claim that payroll cards are less expensive than issuing a traditional printed
payroll cheek or setting up a direct deposit. However, these cards often carry with thent an
exorbitant amount of hidden fees lor cverything from checking the balance, speaking with 4 bank
representative, and using an AT.M. o withdraw funds, to even transferring, funds to an existing
bank account.

As you know, current law prohibits cmployers [rom olfering a payroll card as the only form off
payment to employees and also requires employers to inform workers of any fees related to the
usc of payroll cards, However, as recent reports have pointed out, many employers are not giving
their employees the option of choosing another form of payment while also failing to inform
them ol the various fees associated with these cards.

Many of the workers who are given payroll cards are those that carn minimun wage, and they
are least able to afford these additional chavges. These workers oftentimes are unaware of their
rights and even if they do know that by law they are allowed (o reeeive a different form of
payment, they may fear losing their job if they complain or ask too many questions.
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It has come to our attention that the Consumer Financial Protection Bureau (CFPB) issued a
bulletin last year alerting employers of federal regulations that prohibit them from only offering
employees a payroll card to receive their wages. [Hlowever, we are concerned that not enough is
being done to enforce these regulations.

We respect{ully urge you o further investigate this distirbing practice, and al the very least
ensure that employers are complying with current federal regulations, by providing conspicuous
notice Lo employces as to their options of how they may receive their paycheek, and in the case
of using payroll cards, by providing the cmployee with an upfront list ol all associated lees.

The growing issue of employers taking advantage of employees through payroll cards is a
serious one, and we respectfully urge you make this a top priority. Please respond within ten
business days with an update on the present and future steps the CIPB has and will be taking to
curtail this practice. In the midst of this still-recovering economy when the middle class and
working familics continue to get squeczed by stagnant wages while Wall Strect banks are
making record profits, employces shouldn’t be asked to take even more of hit in their take home
pay.

Sincerely,

{” e %-44M

Cheri Bustos
Member of Congress
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March 6, 2014

BY FIRST CLASS AND ELECTRONIC MAIL

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, DC 20552

Dear Director Cordray:

A recent article in the American Bunker entitled “CFPB Staff Evaluations Show
Sharp Racial Disparities™ raises significant concerns about the Bureau of Consumer
Financial Protection’s (Bureaw’s) internal management practices. We are further concerned
by the most recent No FEAR Act disclosure released by the Bureau for the period ending
December 31, 2013, which revealed a number of formal diserimination claims filed by
Bureau employees against the Bureau on the basis of race, age, religion, sex, disability, and
national origin? We are also concerned by the results of the Bureaus 2013 Annual
Employee Survey, which revealed that fewer than half of Bureau emplovees are satisfied
with the policies and practices of senior leaders, that fewer than half of Bureau employees
agree that promotions and pay raises at the Bureau are based on merit, and that fewer
than 3-in-5 Bureau employees agree that in their most recent performance appraisals, they
understood what they had to do to be rated at different performance levels.® Iinally, we
note that the Bureau’s employee union, NTEU Chapler 335, has identified the need for fair
and transparent performance appraisals as an area of focus for ongoing bargaining between
the union and the Burean.t So that this Committee can fulfill its oversight responsibilities,
please provide the following records® rclating to the Bureauw’s most recent performance
management review completed on ar about November 15, 2013¢:

1. Records depicting the aggregate number of employees receiving a rating within each
category of the Bureau's five-point performance rating scale (i.e., the aggregate
number of employees receiving a “1,” a “2,” a “3,” a “4,” and a “57);

I Rachel Witkowski, “CFPB Staff Evaluations Show Sharp Racial Disparifies,” AMERICAN BANKER
(Mar. 6, 2014), available at http:/www.americanbanker.com/issues/179_44/cfpb-staff-evaluations-
show-sharp-racial-disparities- 1066045-
1.html?ET=americanbanker:e18357:659691a:&st=email&utm_source=editorial&utm medium=cmail
&utm_campaign=AB_PDF_Daily_Briefing 030514.

2 See http:/files.consumerfinance.gov/f/201401_cfpb_no-fear-act_quarterlydatareport_ql.pdf.

4 Sce http/files.consumerfinance.gov//201312_ctpb_report_annual-employee-survey.pdf.

¢ See http/www . ntew.orgfelph/.

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

6 For purposes of this request, responsive records include but are not limited to all data related to the
Bureau’s 2013 performance management review prior to any later emendation, expungement or
other manipulation by the Bureau.

Linited Staces 3jouse of Representatipes 1! Fal b r s S
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Records depicting the distribution of employee performance ratings by any
demographic lactor;

Records depicting the distribution of employee performance ratings by office and
division;

Records depicting the number of ratings that have been expunged after being
assigned or otherwisc calculated as part of the Bureau’s 2013 performance review;
and

Records depicting the number of ratings that have been increased after being
initially assigned or otherwise calculated (excluding ratings that were increased as a
result of a formal request or other “appeal” of the employee receiving the rating).

In addition to the records described above, please provide the following information:

6.

10.

11.

12.

13.

14.

The number of complaints, whether formal or informal, filed by Bureau employees
with the Bureau’s Office of Equal Employment Opportunity or the Equal
Employment Opportunity Commission;

The number of Bureau managers who have had one or more Equal Employment
Opportunity (EEO) complaints, whether formal or informal, filed against them by a

Bureau employee;

The number of informal EEO complaints by Bureau employees that have been
settled prior to the filing of a formal complaint;

The number of instances in which the Bureau declined to mediate or arbitrate an
EEOQ complaint filed by a Bureau employee;

The number of complaints [iled by Bureau employees with the U.S. Office of Special
Counsel {(OSC);

The number of grievances filed by Bureau employees against the Burcau with
NTEU Chapter 335;

The number of employce grievances filed against the Bureau with NTEU Chapter
335 that are currently outstanding;

The number of employee grievances that the Bureau has denied; and

The number of employee grievances that the Bureau has denied without providing
written justification for its denial.
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Please provide any documentation in hard copy and electronic and searchable format
not later than March 13, 2014. Any questions about this request should be directed to
Brian Johnson of the Committee staff at 202-225-7502.

Yours respectfully,

S B

- A "
. ‘d./("(.c. '(1,_{?/ Vs V—afm‘/
; PATRICK T. MCHENRY /#
* Chairman
Subcommittee on Oversight and Investigations

Chairman

Luallety Plore it

SHELLEY MOORE CAPITO
Chairman

Subcommittee on Financial
Institutions and Consumer Credit

cc: Hon. Maxine Waters, Ranking Member
Hon. Al Green, Ranking Member, Subcommittee on Oversight and Investigations
Hon. Gregory W. Meeks, Ranking Member, Subcommittee on Financial Institutions
and Consumer Credit
Mr. Mark Bialek, Inspector General, Federal Reserve Board and CIFPB
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March 7, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, DC 20552

Dear Director Cordray:

[ am writing you regarding the Bureau’s March 21, 2013 bulletin entitled “Indirect Auto
Lending and Compliance with the Equal Credit Opportunity Act.” As you are no doubt aware,
this bulletin has raised significant and ongoing concerns among the public, auto dealers, lenders,
and Members of Congress.

On May 23, 2013, 13 Democratic members of the Financial Services Committee wrote
you requesting information about the methodology the Bureau of Consumer Financial Protection
has adopled to determine whether fair lending violations exist in indirect auto lending.
Specifically, these Members sought to know “the method the Bureau 1s using to identify diffcrent
groups of consumers, the factors it is holding constant to ensure its findings of pricing
diffcrentials are attributable to a consumer’s background, and the numerical threshold at which
the Burcau determines that disparate impact is present.” In your June 20, 2013 response to these
Members, you stated “Our agency is committed to being open and transparent in all appropriate
circumstances, including in our review of indirect auto lending.” However, you ignored the
Members® specific request for information regarding the regression analysis the Bureau employs
to 1solate non-discriminatory variables affecting buy rate and dealer markup differentials, and the
threshold triggering liability,

On June 20, 2013, Representative Bachus and 34 other House Republican Members,
including 27 members of the Fmancial Services Commitlee, wrote a letter to the Burcau
specitically requesting “the full set of details concerning its statistical disparate impact
methodology, including (1) the proxies used to determine the background of consumer credit
applicants; (11) the factors held constant to isolate the applicant’s background as the sole reason
for any alleged pricing disparity; (i1i) the metric used to measure whether pricing disparities exist
(e.g., basis points, the dollar amount of the finance charge, etc.); and (iv) the numerical threshold
at which 1t was delermined that a pricing disparity on a prohibited basis constitutes an ECOA
violation.” I[n your August 2, 2013 response to these Members, you stated “Our agency is
committed to being open and transparent, including in our review of indirect auto lending.”
However, you provided these Members only cursory information concerning the sources of data
informing the Bureau’s surname and geocode racial proxy methodelogy, and ignored entirely the
remainder of their request, stating only that “in our analysis we consider analytical conlrols
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which are appropriate to each particular case in reviewing data to determine whether a specific
policy results in disparitics” and that “we typically look to whether there is a statistically
significant basis point disparity in the dealer markups received by the prohibited basis group as
compared to the control group.”

On September 24, 2013, Representative Bachus wrote you again rcgarding the Bureau’s
compliance bulletin, noting that he considered your response to his previous letter to be very
general, and specifically sought your detailed response to sixteen separate requests, including
your identification of “each control the Bureau applies to its analysis of the amount of dealer
participation paild by diflerent groups of consumers to ensure that the consumers who are being
compared are ‘similarly situated’ and a “description in quantitative terms (i.e., a number) what
the Bureau has determined is the statistically significant basis point disparity applicable to each
prohibited basis group that it has cxamined using its disparate impact methodology.” In your
November 4, 2013 response, you stated only that “cach supervisory examination or enforcement
investigation 1s passed upon the particular facts presented by the entity under review” and that
“Iblecause of this casc-by-casc determination we cannot identify each control that we apply in
the analysis to ensure that borrowers are similarly situated.”

On October 30, 2013, 22 United States Scnators, including eleven Democrats and eleven
Republicans, wrote you secking “complete details concerning the statistical methodology the
Bureau employs to determine whether disparate impact is present in an auto creditor’s portfolio,
including: (1) the quantitative degree of accuracy that applies to that methodology for cach group
of consumers the Bureau has exanmined; (2) a complete list of any analytical controls the Bureau
considers (o cnsure that consumers heing compared are similarly situated; and (3) the numerical
basis point threshold at which the Burcau concludes that statistically significant pricing
disparities exist for each group of consumers that the Bureau has examined.” These Senators
noted that “a bipartisan majority of the House Financial Services Committee recently asked for
information about the CFPB’s methods and analysis used to justily the March 21 guidance.
Unfortunately, the Bureau has not provided complete responses to several of the questions
presented by our House colleagues. Given your statements that the CFPB will opetate as a
transparent and data-driven agency, we request that the data used to support the March 21
guidance be made public.” In your November 4, 2013 response to these Senators, you again
discussed the Bureau’s surname and geocode racial proxy methodology, but did not reveal the
quantitative degree ol accuracy ol the Bureau’s methodology, nor did you disclose the analytical
controls or numerical threshold sought by the Senators. Instead, you again stated thal “in our
analyses we consider analytical contrels which arc appropriate to cach particular entity” and that
“the Burcau makes case-hy-case assessments of whether to pursue supervisory or enforcement
activity in responsc to statistically significant disparities.”

In light of your repeated insistence that the Bureau’s regression analyses, analytical
controls, and numerical thresholds governing its fair lending compliance invesligations are
dependent upon a particular lender’s policies, practices, and procedures, [ noted with interest the
Burcau’s December 19, 2013 announcement of the resolution of an enforcement action taken
against Ally Financial, Inc. and Ally Buank for allegedly overcharging auto borrowers on the
basis of race or national origin. On December 20, 2013, T instructed my staff to request a
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briefing from Bureau employees concerning the details of the Bureau's investigation and findings
and the terms of the consent order. At the briefing, which occurred on January 24, 2014, your
senior advisor, Mike Gordon, provided my staff with a general overview of the Bureau's Ally
investigation and consent agreement, However, neither he nor your legislative affairs staff
members in attendance were willing to answer specific questions posed by my staff. These
questions, which were memorialized in writing shortly following the briefing, included the
following:

e Per paragraph 20 on page 6 of the consent order, what were the “potential explanatory
variabhles offered by Respondents™?

e Per paragraph 20 on page 6 of the consent order, for each variable, how did “Respondents
fail to provide adequate evidence that additional variables appropriately reflected
legitimate business needs™?

e Pleasc provide the regression analysis model used by the Bureau 1n its Ally investigation
to cstimate any disparities in dealer markup on the basis of race or national origin.

In a response from your legislative affairs staff on March 4, 2014, the Burcau stated
emphatically that it would not disclose the explanatory variables offered by Ally publicly and
that “[t]he Bureau does not plan to make the statistical analyses conducted in Ally public or
otherwise release them,”

The Bureau’s continued refusal to provide any details related to its disparate impact
regression analyses and associated methodologies stands in stark contrast to your explicit
promise Lo at least 48 Members of Congress to be open and transparent in the Bureau's review of
indirect auto lending. By refusing to disclose this information, the Bureau has deliberately
deprived indirect auto lenders of any meaningful way to tailor their company’s lending practices
and comphance systems so as to mitigate or eliminate the fair lending risk the Bureau asserts to
be present. By refusing to disclose this information, the Bureau has also introduced unneccssary
uncertainty inte the anto lending market, which can only detrimentally affect consumers’ access
to affordable credit. Only the Bureau’s incrcased transparcncy, as opposed to ils pattern of
obfuscation detailed above, will advance our shared goal of eliminating potential discrimination
in the auto lending market.

An agency that professes to hold itsell accountable to the American people should not
withheld documents requested by its elected representatives in furtherance of a valid legislative
purpose. To that end, please provide the following information no later than March 13, 2014:

1) As requested by 13 Democratic Members of Congress: “the method the Bureau is
using to identify different groups of consumers, the factors it is holding constant to
ensure its findings of pricing differentials arc attributable to a consumer’s
hackground, and the numerical threshold at which the Burcau determines that
disparate impact 1s present.”

2) As requested by 35 Republican Members of Congress: “the full set of details
concerning its stanistical disparate impact methodology, including (i) the proxies used
to determine the bhackground of consumer credit applicants; (i) the faclors held
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3)

4)

5)

constant to isolate the applicant’s background as the sole rcason for any alleged
pricing disparity; (ii1) the metric used 1o measure whether pricing disparities exists
(e.g., basis points, the dollar amount of the finance charge, etc.); and (iv) the
numerical threshold at which it was determincd that a pricing disparity on a
prohibited basis constitutes an ECOA violation.”

As requested by Rep. Bachus: “each control the Burean applies to its analysis of the
amount of dealer participation paid by different groups of consumers to ensure that
the consumers who are being compared are ‘similarly situated’” and a “description in
gquantitative terms [] what the Bureau has determined is the statistically significant
basis point disparity applicable to each prohibited basis group that it has examined
using its disparate impact methodology.”

As requested by 22 Senators: (1) the quantitative degree of accuracy that applies o
that methodology for cach group of consumers the Bureau has examined; (2) a
complete list of any analytical controls the Burcau considers to ensure that consumers
being compared are similarly situated; and (3) the numerical basis point threshold at
which the Burcau concludes that statistically significant pricing disparitics cxist for
each group ol consumers that the Burcau has examined.

As requested by my Committee staff: (1) the potential explanatory variables offered
by Respondents in the Ally case; (2) for each variable offered, the Bureau’s reasons
for asserting that Ally failed to provide adequate cvidence that additional variables
appropriately reflected legitimale business nceds; and (3) the regression analysis
model used by the Burcau in its Ally investigation to estimate any disparities in dealer
markup on the basis of race or national origin.

With almost a year having elapsed since members of the Financial Services Committee
first sought information about the Bureau’s policies on indircct auto lending, further delay in
providing the Committee with information needed to {ulfill its oversight responsibilities is
unacceptlable. Accordingly, if the Bureau persists in its refusal to provide this information by the
March 13 deadline, the Committee will have no choice but to consider invoking its compulsory
process. Any questions ahout this request should be directed to Brian Johnson of the Committee
staff at 202-225-7502.

Yours Respectfully,

Chairman

cc: The Honorable Muaxine Waters

Mr

. Mark Bialek, Inspecior General, Federal Reserve Board and CFPRB
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Director Richard Cordray

Consumer Financial Protection Bureau
1700 G St Nw

Washington, DC 20552-0003

Dear Director Cordray:

Once again, I am hearing from my constituents regarding the unintended consequences of a one-size fits
all rulte released by the CFPB. As a Member of Congress deeply concerned about preserving access to
credit needed by those seeking to purchase affordable manufactured housing, I am writing to implore the
Bureau to make targeted revisions to mortgage rules that impact credit availability in the manufactured
housing market.

I am fully committed to protecting consumers throughout the home loan process; however, I am
concerned key mortgage rules CFPB has issued do not account for the unique financing challenges
inherent to the manufactured housing market. I am concerned these rules will inadvertently curtail the
abilityof families in Wisconsinto access manufactured home loans or receive adequate assistance in the
manufactured home-buying process.

In particular, CFPB rules expanded the coverage of the Home Ownership and Equity Protection Act
(HOEPA) to include mortgages on manufactured homes. Under these guidelines, a large percentage of
small-balance loans used for the purchase of affordable manufactured housing would be unfairly
classified as predatory and High-Cost. Due to the increased lender liabilities associated with making and
obtaining a HOEPA High-Cost Mortgage, it is unlikely these loans would be offered to homebuyers,
thus denying access to necessary credit for both new and existing manufactured homes.

Eliminating this important source of financing would unfairly penalize low- and moderate-income
homebuyers who may not qualify for traditional mortgage financing needed for single family home
ownership; do not have access to limited government-insured and GSE secondary market programs; or
live in tural areaslike Wisconsin’s 7" district where affordable rental housing is scarce or non-existent.

In addition, CFPB’s loan originator definition is based on traditional mortgage market roles that do not
equate with the business model of the manufactured housing market, including lending and retail sales
practices. Manufactured home retailers are fundamentally in the business of se/ling homes, not
originating loans. Unless they are compensated by a lender or creditor, retailers should not be penalized
for providing vital sales assistance to consumers in the home-buying process. Without clarification, low-
and moderate-income manufactured home buyers would be unable to receive vital home buying
information and assistance.
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The manufactured housing market is already being impacted by the Bureau’s High-Cost Mortgage and
Loan Originator guidelines. As the weight of these rulemakings is fully realized, I fear the already
credit-constrained manufactured housing market is likely to experience even greater retraction, and the
industry will be able provide fewer sustainable housing options for low- and moderate-income families.

Therefore, I urge you to use the Bureau’s broad authority to make adjustments to these rules. Further,I
would like a response to this letter within two weeks of receipt so that I can let the residents of my
district know the Bureau understand their unique situation and is taking the steps necessary to ensure
they will continue to have to viable living options like manufactured housing.

Sincerely,

CrL

Member of Congress
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The Honorable Richard Cordray
Dircctor

Consumer IFinancial Protection Bureau
1700 G Strect, NW

Washington, 1DC 20552

Dear Mr. Cordary,

As Members of Congress deeply concerned about preserving access to credit needed by thosc
seeking to purchase affordable housing, we respectlully request you make targeted revisions to
mortgage rules that impact credit availability in the manufactured housing market.

While we are fully committed to protecting consumers throughout the home loan process, we are
concerned key mortgage rules issued by the Consumer Financial Protection Bureau (CEPB) do
not adequately account for the unique financing challenges inherent to the manufactured housing
market. Such rules inadvertently curtail consumers’ ability to access manufactured hone loans
or receive ellective assistance in the manufactured home-buying process.

In particular, the CFPB rules expand the coverage of the [Home Ownership and Equity Protection
Act (HOEPA) to include mortgages on manufactured homes. Under these guidelines, a large
percentage of small-balance loans used for the purchase of affordable manufactured housing
would be unfairly classified as High-Cost. Due to the increased lender liabilitics associated with
making and obtaining a HOEPA IHigh-Cost Mortgage, it is unlikely these loans would be offered
to homebuyers. denying access (o necessary credit for both new and existing manufactured
homes.

Lliminating this important source of {inancing unfairly penalizes low-and moderate-income
homebuyers who may not qualify tor traditional mortgage financing needed for single tamily
home ownership. These homebuyers do not have access to limited government-insured and GSI2
secondary market programs or live in rural areas where affordable rental housing is scarce or
non-existent,

Additionally. CI'P13’s loan originator definition is bascd on traditional mortgage market roles
that do not equate with the business mode} of the manufactured housing market. Manufactured
home retailers are fundamentally in the business of selling homes, not originating loans. Unless
they are compensated by a lender or ereditor, retailers should not be penalized for providing vital
sales assistance to consumers in the home-buying process. Without clarification, low and
moderate-income manulactured homebuyers would be unable to receive such vital guidance.



The manufactured housing market 1s already impacted by the Burcau’s High-Cost Morigage and
Loan Originator guidelines. As the impact ol these rulemakings is fully realized. the already
credit-constrained manufactured housing market 1s likely to experience even greater retraction,
meaning there will be fewer sustainable housing options for low- and modcrate-income [amilies.

For these reasons, we urge you to usc the Bureau’s broad authorily to make adjustiments to the
above mentioned rules, Thank you for your consideration.

Sincerely,

/K/Iall Salmon Kyrsten Sinema
Member of Congress Member of Congress
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March 14, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

We are writing to request that the Bureau of Consumer Financial Protection produce a
complete and unredacted copy of the following:

Investigation Report

Investigation of Discrimination and Retaliation

Consumer Financial Protection Bureaw/Office of Consumer Response
{b)6)

December 11, 2013

Please produce the above-described item by not later than 5:00 p.m. on Monday, March 17,
2014. 1If you have questions regarding this request, please contact Uttam Dhillon, the
Committee’s Chief Oversight Counsel, at (202) 225-7502.

Sincerely,

/) £y e
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JUB HENSARLING PATRICK McHENRY

Chairman {Chairman
Subcommittee on Oversight
and Investigations

ce: The Honorable Maxine Waters,

Ranking Member

The Honorable Al Green
Ranking Member
Subcommittee on Oversight and Investigations
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March 18, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

We are writing to request that the Bureau of Consumer Financial Protection (“CFPBE”)
produce the following:

1) All e-mail communications (and any atlachments therete) in the custody or control
of the CFPB relaling {o the December 11, 2013, report entitled:

Investigation Report

Investligation of Discrimination and Retaliation

Consumer Financial Protection Bureaw/Office of Consumer Response
{b}(6)

December 11, 2013

2} All other reports or work product, whether in draft or final form, prepared by a
contractor and received by the CFPB’s Office of IHluman Capital, the Office of
Minerity and Women Inclusion, or the Office of Equal Opportunity Employment.

Please produce the requested materials by not later than 5:00 p.m. on Thursday, March 20,
2014, If you have questions regarding this request, please contact the Committee’s Chief
Oversight Counsel, Uttam Dhillon, at (202) 225-7502.

Sincerely,
/‘i ,ff:; 3 p # o
. { PATRICK McHENRY '

' Chairman
Subcommittee on Oversight
and Investigations

Chairman

ce: The Honorable Maxine Waters,
Ranking Member
cc: The Honorable Al Green
Ranking Member Subcommitiee on Oversight and Invesligations
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The Honorable Richard Cordray

Director

Consumer Financial Protection Bureau (CFPB)
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordary:

1 write to express my continued concern regarding the mortgage rules issued by the Consumer
Financial Protection Bureau (CFPB) and the impact they have on those living throughout Missouri and
rural America.

It has come to my attention that CFPB rules expanded coverage under the Home Ownership and
Equity Protection Act (HOEPA) to include mortgages on manufactured homes. Under these revised
guidelines, a significant number of small loans used for the purchase of manufactured housing would be
considered predatory and high-cost by CFPB standards, resulting in additional liability for lenders. Your
actions will undoubtedly push financial institutions out of this lending space, leaving a considerable gap
for consumers, many of whom live in rural or low- te moderate-income areas.

The elimination of this financing unfairly penalizes homebuyers that may not be able to access
the traditional housing finance market. Adding to this pressure is CFPB’s loan originator definition,
which is based on traditional mortgage market roles that do not reflect in any way business models used
in the manufactured housing industry. Under your rules, as I understand them, manufactured housing
retailers that might have nothing to do with the lending could be viewed as loan originators and therefore
subject to liability for providing sales assistance to customers. This presents yet another barrier to an
industry serving a population with already limited options.

These rules should be adjusted to reflect the reality of manufactured housing and ensure that
Americans can continue to access credit needed to enter the manufactured housing market. I encourage
you to work with the manufactured housing industry and to give this issue serious consideration,
particularly with respect to the manner in which CFPB is impacting young families and those living in
rural and low- and moderate-income communities.

Thank you for your consideration of these concerns. I look forward to your response.

Sincerely,
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March 21, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

The Financial Services Committee continues to investigate the headquarters selection
process of the Bureau of Consumer Financial Protection (CFPB), including the CFPB’s
plans to extensively renovate a headquarters building it does not own, T am writing to
request thal the CFPB produce the following records:

1) All e-mail communications {and any attachments thereto), including but not limited
to internal communications and external communications between the CIFPB and
the Securities and Exchange Comumission, the General Services Administration, the
U.S. Department of the Treasury, or any private entity, sent or received between
July 28, 2010 and February 18, 2011, that refer or relate to the lease or sublease of
office space at the Constitution Center building located at 400 7th Street SW in
Washington, DC.

2) All e-mail communications (and any attachments thereto), including but not limited
to internal communications and external communications between the CFPB and
the Office of the Complroller of the Currency, sent or received between July 21, 2010
and February 18, 2011, that refer or relate to the lease of office space located at 1700
G Street NW in Washington, DC.

3) Any commercial real estate market study conducted by the CFPB between July 21,
2010 and February 18, 2011.

Please produce the requested materials by not later than 5:00 p.m. on Friday, April 4, 2014.
If you have questions regarding this request, please contact Brian Johnson of the
Committce Staff at (202) 225-7502.

Sincerely,

JYB HENSARLING
Chairman

¢ The Honorable Maxine Waters, Ranking Member
Mr. Mark Bialek, Inspector General, Federal Reserve System and CFPB
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March 27, 2014

The Honorable Richard Cordray
Director

Consumer Financial Protection Bureau
1700 G Street, NW

Washington, D.C. 20552

RE: In Support of Case No. 1:14-cv-292 Against ITT Educational Services, Inc.
Dear Director Cordray:

[ am writing to express my gratitude and support to the Consumer Financial Protection Bureau
(“CFPB” or “Burcau”) for initiating the action against ITT Educational Scrvices (“I'T'™), a for-
profit college. The abusive practices and {raud uncovered by the Burcau, if true, arc a shocking
distortion ol the pursuit of higher education, which puts American taxpayers and students al risk.
The action against ITT serves as a reminder of the positive impact the CFPB is having protecting
people and promoting fair and transparent markets.

As the proud recipient of private and federal financial assistance that cnabled me to attend
college, [ understand the value and importance of both financial aid and higher educatton. In fact,
[ firmly believe that social investments in education transform individual lives and promote the
overall economic growth of our country. Therefore, it is vitally important to ensure that the
investment Americans make in education, through various federal student loan and grant
programs, are being ulilized to promote individual and social growth, and are not being sapped
or siphoned through fraud.

Student loans account for over $1 trillion in consumer debt, sccond only to home mortgages,
indicating that for most Americans student loans will be the second largest investment they make
at any given time. According to public Security and Iixchange Commission (“SEC”) filings by
ITT, the college derives the majority of its revenuce from tuition, which in turn is overwhelmingly
reliant on federal aid to students. Furthermore, the SEC filings show that ITT invested less than
half the total revenue on students, with most going toward profits and marketing. In fact, other
investigations into for-profit colleges show they get an outsized pereent of federal student aid
dollars relative to total students enrolled, despite dismal outcomes, such as 47 percent of total
federal student loan defaults and high drop out rates. The practices documenied in the CFPB
action by ITT, which took place from 2009-present, harmed not only the students directly
impacted, but also served to defraud taxpayers.
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The complaint against [TT is consistent with findings in reports released by the Government
Accountability Office and the Senatec Committee on Health, Education, Labor, and Pensions
related to for-profit colleges. The complaint is also consistent with an invesligation by more than
a dozen state attorney general offices. This action against I'TT shincs a bright light on the work
that rcmains to be done to protect consumers and why | have been such a strong advocate for the
Bureau.

Thank you again for your hard work on this problem that has gone unaddressed for too long.

Best,

(rwen S, Moore
Mcmber of Congress
4™ District of Wisconsin
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Committee on Ffinancial Bervices

2120 Rapburn Aouse Office Building
MWashingten, B.C. 2055

March 30, 2014
The Honorable Richard Cordray
Director
Bureau of Consumer Financial Protection
1700 G Street, NW

Waghington, D.C. 20552
Dear Director Cordray:

I write regarding reports of very disturbing actions by certain employees of the Consumer
Financial Protection Bureau (“CFPB”) following the Commitfee’s release of the witness list
for Wednesday's Oversight and Investigations Subcommittee (“Subcommittee”) hearing
entitled “Allegations of Discrimination and Retaliation within the Consumer Financial
Protection Bureau.”

First, the Committee has learned that on Thursday, March 27, 2014, several CFPB
employees, including Liza Strong, the CFPB’s Director of Employee Relations, contacted the
Defense Investigators Group — the company that conducted the investigation of allegations
{b){S)‘ simination and vetaliation by [©)E)

- and threatemed o1 T TWIS T Tevent
rom testifying before the Subcommittee at Wednesday’s hearing.
Obstruction of a Congressional investigation and witness tampering are serious violations
of federal law and will not be tolerated by this Committee. See 18 U.S.C. §§ 1505 and
1512.1 Accordingly, this Committee will thoroughly investigate this allegation and ensure
that if it is true, those responsible are referred to the appropriate law enforcement
authorities. In furtherance of the Committee’s investigation, please provide, by no later
than 5:00 p.m., Monday, March 31, 2014, the names of the CFPB employees who contacted
Defense Investigators Group on Thursday, March 27, 2014,

Second, a recent media report indicates that aﬁerl ©)e) |was publicly announced
as a witness at this Wednesday’s hearing, the CFPB provided confidential personnel
information to the media about|®)®) in violation of the Privacy Act. |®)©) is

118 U.8.C. § 1505 states, in pertinent part, as follows: “Whoever corruptly, or by threats or force, or by any
threatening letter or communication influences, obstructs, or impedes or endeavors to influence, obstruct, or impede
the due and proper administration of the law under which any pending proceeding is being had before any
department or agency of the United States, or the due and proper exercise of the power of inquiry under which any
inquiry or investigation is being had by either House, or any committee of either House or any jeint committee of
the Congress—shall be fined under this title, imprisoned not more than 5 years or, if the offense involves
international or domestic terrorism (as defined in section 2331), imprisoned not more than § years, or both.””; 18
U.8.C. § 1512 states, in pertinent part, as follows: “b) Whoever knowingly uses intimidation, threatens, or corruptly
persuades another person, or attempts o do so, or engages in misleading conduet toward another person, with intent
to—(1} influence, delay, or prevent the testimony of any person in an official proceeding; . . .shall be fined under
this title or imprisoned not more than 20 years, or both.”



T ommittee on Financial Services

2120 Rayburn A ouse ©Office Building
iDashington, B.¢€. 2055

clearly a whistle blower under federal law. Accordingly, CFPB’s release of this information

to the media is not only illegal, but constitutes additional retaliation against
e

In furtherance of the Committee’s continuing investigation of illegal retaliation by
CFPB, please provide, by no later than 5:00 p.m., Monday, March 31, 2014, the names of
the CFPB employees who provided this information to the media.

These are potentially serious breaches of the law which demand your personal and
immediate attention. If you have questions regarding these requests, please contact the

Committee’s Chief Oversight Counsel, Uttam Dhillon, at (202) 225-7502.

Sincerely,

Wti/c L7Z
PATRICK McHENR "
Chairman

Subcommittee on Oversight
and Investigations

cc: The Honorable Al Green
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April 1, 2014

Mr. Richard Cordray

Director

Consumer Financial Protection Bureau
1801 I, Street Northwest

Washington. DC 20036-3811

Dear Mr. Cordray.

This letter is a follow-up to previous communications that 1 have had with the Consumer
Financial Protection Burcau (CFPB) regarding the agency’s guidance on mechanisms of
nendiscretionary compensation for indirect auto lenders. It is a matter that T raised most recently
with you during the hearing on the semi-annual report of the CI'PB held by the House Iinancial
Services Commillee on January of this year. As you know. many of my colleagues and [ have
expressed concern over a lack ot detailed information contained in the CFPR™s March 2013
guidance and specifically about the options for compensation available to these lenders. During
your testimony on January xx. vou agreed in response to a request that [ made. to provide
cxamples ot acceptable alternatives to the [lat tee compensation structure.

In a February 28. 2014 conterence call, the CT'PB stalt. in response to my question.,
provided my oftice with three possible compensation options that are at this time considered
satisfactory by the Burcau: flat fee per transaction. flat percentage of amount [inanced. or some
combination of the two [lat fee structures. The purposc of this letter is to seek claritication on
the response that was delivered by your stalt.

[t would be my request to be supplied with specific and detailed responses lor the
following questions:

[. The Burcau has identificd variations on lal fees ol acceptable non-diserctionary
mechanisms for compensating auto dealers for arranging financing for consumers.
However. other than a tlat fee or some variation on a {lat fee. such as a flat percentage of
the amount tinanced. the agency has not identilicd any discretionary dealer compensation
mechanisms that it would officially define as acceptable. Tt should be noted that the
Equal Credit Opportunity Act does not contain prohibitions on discretionary
compensation mechanisms, Other than a potential flat fee or a variation of it please
provide at fcast one example of a specific discretionary dealer compensation mechanism
lenders can adopt that 1s consistent with your March 2013 guidance to indirect finance
SOUrees.



2. If the example of a discretionary dealer compensation mechanism involves monitoring.
how should the lender monitor dealers and their portfolio? Please include the precise
proxy methodology and regression lactors lenders should employ.

Thank you tor your continucd attention to this important matter. It is my request that the
Burcau provide a response to these questions within 30 days of your receipt of this letter.

Sincerely,

Spencer Bachus
Member of Congress
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April 2,2014

'The Honorable Richard Cordray
Director

Consumer Financial Protection Agency
1700 G Street, NW

Washington, DC 20552

Dear Director Cordray:

As a member of the House Financial Services Committee, 1 would like to first thank you
for your public service and responsiveness to issues before the commuiitee. As someone
who helped crali the Dodd-Frank Act, I share your commitment to making consumer
{inancial markets work better for the American people.

‘The financial crisis and collapse of the housing market was particularly acute in linois.
A rceent report from RealtyTrac found that lllinois has the second most owner-vacated
foreclosures of any state in the country, preceded only by Florida. Consequently, many
community banks and credit unions in my congressional district are cager to hear [rom
you about the Burcau’s mortgage servicing rules. Thesc rules are an important step in
providing stability to lllinois’ recovering housing market and preventing a repeat of the
deceptive practices that led to the housing crash that wiped out more than $16 trillion of
net worth for American {amilies.

[ invite you 1o participate in a discussion with community banks and credil unions in my
congressional district to discuss the Bureau’s consumer regulations and their impact on
local, financial nstitutions.

Thank you for your consideration of this request. If you have any questions, please
contact Adam Elias on my staff at 202-225-33135.

Sincerely,
BILL IF'OSTER
Member of Congress

Sl TRV RS
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April 10, 2014

VIA FIRST-CLASS MAIL

The Honorable Richard Cordray

Thirector

Bureau of Consumer Financial Protection
1700 G Streect, NW

Washington, D.C. 20552

Dear Director Cordray:

This letter 1s to follow up on the Subcommittee on Oversight and Investigations’
April 2 hearing examining allegations of discrimination and retaliation at the Consumer
Financial Protection Bureau (“CFPB”}. The Subcommittee invited M. Stacey Bach and Liza
Strong to participate in that hearing but, unfortunately, the CFPB refused to allow them to
appear.

The Subcommittee intends to notice additional hearings to further investigate
allegations of discrimination and retaliation at the CFPB and will once again seck the
testimony of CFPB emplovees. Accordingly, by not later than April 15, 2014, please provide
written assurances that vou will authorize any CFPB emplovee to appear and testify
pursuant to the Subcommittee’s invitation. If you cannot provide such assurances, the
testimony of CFPB employees will be compelled by the 1ssuance of a subpoena.

If you have questions regarding this letter, please contact Uttam Dhillon, the
Committee's Chief Oversight Counsel, at (202) 225-7502.

2w

{,

(’ PATRICK M CHEI\"RY -
Chairman
Subcommittee on Oversight
and Investigations

ce: The Honorable Al Green
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Apiil 11,2014

The Honorable Richard Cordray
Director

Consumer Financial Protection Bureau
1700 G Street, NW

Washington, D.C. 20552

The Honorable Janet 1., Yellen

Chair

Board of Governors, Federal Reserve Board
Constitution Avenve & 20" Street, N.W.
Washington, D.C. 20551

The Honorable Thomas J. Curry
Comptroller of the Currency

Office of the Comptroller of the Currency
Independence Square, 250 E Street, SW
Washington, D.C, 20219

The Honorable Martin J. Gruenberg
Chairman

Federal Deposit Insurance Corporation
550 17" Strect, NW

Washinglon, D.C. 20429

The Honorable Debbic Matz.

Chair

National Credit Union Administration
1775 Duke Street

Washington, D.C. 22314-3428

The Honorable Mary Jo While

Chair

U.S. Securities & Exchange Commission
100 F Street, N.E., Room 106700
Washington, D.C. 20549

Dear Director Cordray, Chairman Gruenberg, Chair Yellen, Chair Matz, Comptroller Curry, and
Chair White:

We write to express support for, and some concerns about, the comments submitted in
response to the joint statement issued by the Consumer Financial Protection Bureau (CFPB), the
Federal Deposit Insurance Corporation (FDIC), the Board of Governors of the Federal Reserve
System (F'ederal Reserve), the National Credit Union Administration (NCUA), the Office of
Comptroller of the Currency (OCC), and the Securitics and Exchange Commission (SEC)
(hereafter referred to as “the Agencics”) proposing standards for assessing the diversity and
practices of the regulated entities as required under Section 342 of the Dodd-Trank Wall Street
Reform and Consumer Protection (Dodd-Frank) Act.

Introduction

Section 342 was the culmination of extensive legislative history established by the House
Financial Services Commiittee (Committee) about the lack of workforce and supplicr diversity
among the Agencies and in the financial services industry and the need for a new, federal
mitiative to monitor and assess these activities. Given that many of the Democratic Members on
the Commitiee, who have signed on to this letter are among the architects of Section 342, we are
uniquely qualified to express the congressional intent which led to the establishment of this
statutory provision, We believe it is necessary to achieve both the spirit and plain letter of
Section 342, that the final standards include: (1) mandatory diversity assessments and
disclosures from all regulated entities; (2) information on both workforce and supplier diversity
practices and policies of the regulated cntities; and (3) that the diversity data be made available
to the public.



The Honorable Richard Cordray
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The Honorable Thomas J. Curry
The Honorable Mary Jo White
Page 2

April 11,2014

We are sensitive to the Agencies’ concerns about the possibility of incrcasing the
regulatory burden on institutions due to these new diversity requirements. However, we share
the view expressed by the African-American Credit Union Coalition (AACUC) that “diversity
should not be considered a burden; it is an effective business strategy that provides value added
resources and also serves to mitigate workforce concentration risk.” Like AACUC, we maintain
that diversity matters arc just as important as other operational and institutional goals and should
be considered an integral component of all regulated cntities’ strategic plans,

Mandatory Assessmenis and Reporting of Workforce and Supplier Diversity Data
Required

We reject claims that Section 342 does not () allow the Agencies to conduct diversity
assessments themsclves, or (2) compel a regulated entity to either conduct, or produce, a self-
assessment to the Agencies. Further, we strongly disagree with comments that the provision is
intended, as some maintain, to merely allow the Agencies to establish guidance.

We also disagree with the position that voluntary, self-assessments would establish more
effective and appropriate methodology for evaluating diversity than would traditional
examination or supervisory assessment. 1f Congress had been satisfied with the financial
services industry’s efforts on diversity matters, it would not have cnacted Section 342 requiring
the Agencies, not the regulated entities, to create standards to assess the private sector’s
activities. The Committee’s extensive legislative history demonstrates Members’ longstanding
concerns about the lack of workforce and supplier diversity within the Agencics and the financial
services industry. The Members® increasing awatrencss about the need for, and commitment to,
improved transparency with respect to these matters is a high priority.

The Subcommittee on Oversight and Investigations (Oversight Subcommitice) of the
Committee held a hearing on July 15, 2004 entitled, “Diversity in the Financial Services Industry
and Access to Capital for Mipority-Owned Businesses: Challenges and Opportunities,” in which
some Members and witnesses expressed concern about the industry’s lack of workforce
diversity. In pacticular, Members expressed concern that financial institutions had failed to make
sufficient progress in recruiting minority and women candidates for management-level positions.
As a result of these findings, some Members' requested that the Government Accountability
Office (GAO) conduct a comprehensive review of workforce diversity in the private scctor. 'The
GAO was tasked, among other things, with identifying the available data about diversity at the
management level in the industry from 1993 through 2003, along with the types of initiatives that
the industry and related organizations had taken to promote workforee diversity, and the
challenges they faced in doing so.

""These Members included Representative Michael Oxley, then Chairman of the Commiltee; Representalive Barney
Frank, then Ranking Minority Member; Representative Sue Kelly, then Chairwoman of the Oversight
Subcommiliee; Representative Louis Gulicrrez, then Ranking Minority Member of the Oversight Subcommitiee and
Representative David Scott.
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In June 2006, GAO published the report entitled, “FINANCIAL SERVICES
INDUSTRY: Overall Trends in Managemeni-Level Diversity and Diversity Initiatives, 1993-
20047 (GAO-06-617). In response, the Oversight Subcommittee held a hearing on July 12, 2006
entitled, “Diversity: The GAO Perspective,” to review the findings in the report. In ifs analysis,
GAO found that, from 1993 through 2004, overall diversity at the management level in the
industry had not changed substantially despite increasing diversity in the racial and ethnic
composition of U.S, population. GAO relied on the Equal Employment Opportunity
Commission (EEOC) Employer Information Report (EEO- 1) data for financial services industry
for employees with 100 or more employces for the years 1993, 1998, 2000, and 2004 in crafting
the report. However, GAO noted that EEO-1 data could be slightly misleading as an accurale
representation of wemen and minorities in senior management and board positions within the
industry because of the overly broad categories used to capture certain positions. GAO found
that while industry and trade associations had initiated programs to increase worklorce diversity,
these efforts failed 1o significantly increase the representation of diversity within the industry.
Some industry officials noted that gaining employees’ “buy-in” to diversity programs was one
challenge to achieving workforce divessity, particularly among middle managers who were often
responsible for implementing key aspects of these programs.

Representative Gregory Meeks introduced House Concurrent Resolution 140, the
“Financial Services Diversity Initiative,” on May 35, 2007, which provided several of the findings
from the GAO 2006 report on the low representation of minorities and women in the industyy.
The resolution expiessed the sense of Congress that: active measures should be taken to increase
the demographic diversity of the financial services industry and that diversity within this industry
is vitally important, not only 1o promoting innovation and creativity in the industry, but to
developing a more inciusive workforce for a fair and just economy. This resolution passed the
full House by voice vote on September 24, 2007,

On Febroary 7, 2008, GAO testified before the Oversight Subcommittee about the,
“FINANCIAL SERVICES INDUSTRY: Overall Trends in Management-I.cvel Diversity and
Diversity Initiatives, 1993 — 2006,” (GAQ-08-445T). Once again, GAQO found that the overall
workforce diversity at the management level in the industry bad not changed substantially. GAO
concluded that, without & sustained commitment to overcoming challenges such as recruiting and
retaining minority candidates, diversity at the management level in the industry could remain
generally unchanged over time,

On May 12, 2010, GAO testificd before the Oversight and Housing and Community
Opportunity Subcommittees about the “FINANCIAL SERVICES INDUSTRY: Overall Trends
in Management-I.evel Diversity and Diversity Initiatives, 1993 — 2008” (GAO-10-7361). GAO
found that diversity in senior management positions remained limitcd. The revised CEOC data,
reported in 2008 for senior-level positions only, showed that minorities held 10 percent of such
positions compared with 17.4 percent of all management positions. While white males held 64
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percent of senior positions in 2008, African-Americans held just 2.8 percent, Hispanics held 3
percent, and Asians held 3.5 pereent.

The financial services industry has been unsuccessful in its attempts to substantially
improve workforce diversity at the senior management level, in parlicular, for more than a ten
year period. Extensive data compiled by the Committee, through both hearings and on-going
reviews requested from the GAO to track the industry’s overall trend in workforce diversity
dating back to 2004, resulted in a recognition among Committee Members that more federal
oversight of, and involvement with, thesc cfforts was appropriate. The subsequent enactment of
Section 342 was designed to empower the OMWI Directors at the Agencics to develop standards
to assess the diversity practices and policies of regulated entitics.

Furthermore, we reject any view that Scction 342 only provides the Agencies’ authority
to obtain the employment data of regulated cntities. Both legislative history and a pla reading
of the statute demonstrate that Congress sought information on both workforce and supplier
diversity within the financial services industry.

TTouse Concurrent Resolution 140, which was discussed above, extensively addresses
employment and supplier diversity matters. Under Section 2(a)(6) of ITouse Concurrent
Resolution 140, for example, Congress encourages [inancial institutions, as well as public and
private pension lunds, to seck qualificd minority- and women-owned firms as mvestment
managers, underwriters, and in other business relationships.

If Congress had solely wanted information on regulated entities” employment diversity,
the statute’s text would only have tasked the Agencies’ OMWI Directors to develop standards to
collect workforce diversity, However, under Section 342, the OMWI Directors are instructed to
develop standards to assess “diversity policies and practices” of regulated entities. Diversity
policics and practices are broad terms that obviously incorporate both workforce and supplier
diversity data.

Disclosure of Assessment Findings is required under the Rule of Construction and

Legislative History
When the legislative history of Section 342 is considered in conjunction with the plain
reading of Sections 342(b)(2)(C) and 342(b)(4), it becomes cvident that disclosure of the

diversity assessment findings is required.

The legislative history establishing the need for Section 342 — discussed above — clearly
demonstrales a congressional desire for improved diversity within the financial services
industry.> The text of the statute, however, requires only that the Agencies’” OMWI Directors

? See, 1. Con. Res. 140 [110™ Congress), expressing the sense of Congress that “active measures should be taken by
cmployers and cducational institutions (o increase the demographic diversity of the financial services industry™
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develop standards for assessing the diversity policies and practices of regulated entities. Furiher,
the rule of construction under Section 342(b)(4), specifically prohibits the OMWI Directors from
using the findings of the assessments under Section 342(b)(2)(C) to mandate any requirement on
or otherwise affect the lending policies and practices of, or require any specific action by the
regulated entities. Given the intent of Section 342, there would be no benefit to including the
language mandating standards tor assessments under Scction 342(b)(2)(C), if such assessments
were not expected to drive the regulated entities toward the congressional goal of improving
workforce and supplier diversity within the industry. In consideration that the Agencies are
specifically prohibited from taking action as a result of the assessments, the public disclosure ol
the assessment findings is, in effect, the only way to achieve the congressional objective of
Section 342,

Tn short, the disclosure of the assessment findings are designed to motivate the regulated
entitics to take pro-active, good-faith measures to recruit, hire, and promote more women and
minorities and to conduct business with diverse suppliers by increasing transparency on
regulated entities” efforts with these matters, Through enhanced public disclosure about the
diversity practices and policies of regulated entities, the public is provided essential insights of
which entities effcctively seek to employ diverse and inclusive worktforces and conduct business
with minority- and women-owned [irms and by extension which entities fail in this respect.
Consequently, we believe that, when read in conjunction with the legislative intent behind
Section 342, the plain language of the statute mandates that the [indings of the diversity
assessments be made publicly available,

Notwithstanding the legislative history establishing congressional intent for the
mandatory disclosure of diversity assessments under Section 342, even a plain reading of the
staluie’s text, clearly demonstrates that the Agencies must require regulated entities to collect
and submit information, in a manner prescribed by the Agencies, in order for the Agencics to be
able to achieve their statutory obligation to develop standards 1o asscss diversity policics and
practiccs.,

Section 342(b)(2)(C) provides that the OMWI1 Directors of the Agencies “shall develop
standards for assessing the diversity practices and policies of entities regulated by the agency.”
The term “standard” is defined in the Merriam-Webster Dictionary (Dictionary) as *a level of
quality, achievement . . . that is considercd acceptable or desirable.” This contrasts with the term
“guidance”, which is defined in the Dictionary as “the act or process of guiding someonc or
somcthing.”

It is important to note the statutory difference between requiring Agencies 1o obtain
information and prescribing specific enforcement actions that Agencies must take based on the
results of these disclosures. The rule of construction under Section 342(b}(4) provides that no
specific action must be taken based on the “findings of the assessment” alone, In this case, the
definition of the noun “findings” from the Dictionary means the “results of an investigation™ and
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an “investigation” is defined as “to try to get information about something.” The definition of
the noun “assessment” means “the act of making judgment about something: an idea or opinion
about something.” Taken together, the phrase “findings of the assessment” under Section
342(b)(4), read in conjunction with the mandatory requirement to develop standards imposed
under Section 342(h)(2)C), suggests that the Agencies will obtain information about the
diversity policies and practices of regulated entities. As such, a plain reading of the statute’s text
demonstrates that the Agencies are required to develop standards about what type of information
is considered acceptable for entitics to collect and report and to establish how and when the data
must be submitted, in order for the Agencies to comply with their statutory obligation under
Section 342(b)(2)(C).

Some comments argued that the Agencies do not have authority to develop mandatory
disclosures by pointing to the differences in the statutory language in the requirements for
Agencies to promote their own workforce and supplier diversity efforts under Section 342 and
the less expansive provision, viewed in conjunction with the rule of construction, for the
Agencies to develop standards for assessing the diversity practices and policies of regulated
entities.

Section 342(b)(2) mandates three specific duties for the Agencies” OMWI Directors. The
fact that only one of the three specific duties addresses the Agencics’ authority to assess the
diversity practices and policies of regulated entities, does not diminish its importance. The
differences in the statute’s text under Section 342 for the Agencies’ internal and external dutics
should not be viewed as restricting the scope of the Agencies’ authority to compel regulated
entilies to submit information, in a manner that the Agencies deem desirable. The narrower,
prescriptive text about the Agencies’ internal activities, if anything, should be viewed as a
congressional signal giving the Agencies even broader regulatory authority to implement
mandatory disclosures.

Meaningful, Consistent, Specific, and Public Data Critically Important
The Agencies propose that the information should be compiled on a periodic basis. We
believe that the diversity disclosures should, at a minimum, be provided on an annual basis.

We agree with comments that it is critically impertant that the Agencies require regulated
entitics to collect and report diversity data in a way that is consistent, specific, uniform and
public to ensure meaning{ul information is obtained to be able to assess the diversity practices
and policies of entities, as required under Section 342,

While some comments argued vigorously that the diversity data should not be publicly
available, one of the main tenets behind Section 342 is the congressional desire {for more
transparency about diversily policics and practices within the financial services industry.
Although some cited potential privacy concerns with releasing diversity data, we are not
persuaded by these arguments. A good analogy (o the value of making personal characteristic
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data publicly available can be seen through the success of the disclosures required under the
Home Mortgage Disclosure Act (HMDA).

Under HMDA, certain financial institutions are required to collect and report loan and
personal characteristic data on mortgage loans, The increased transparency of mortgage lending
patterns and trends has facilitated enhanced scrutiny and enabled Congress, the Agencies, and
the public to conduct independent analysis of racial, ethnic, and gender barriers to obtaining
mortgage loans. Scction 342 should enable interested stakeholders to perform the same
independent analysis with respect to employment and supplier diversily dala within the financial
scrvices sector, as can be done through HMDA data.

No Exemptions for Reporting

While we are sympathetic to the concerns of smaller institutions, we believe that the
purpose of Section 342 can only be achieved by requiring all regulated entities 10 comply with
the assessment requirements. However, we recognize that there may be geographic differcnces
among the regulated entities and, therefore, we support the inclusion of a narrative, along with
diversity assessments, describing successes and challenges to identifying diverse employees and
clients,

Conclusion

Tn 1960, when he accepted the Democratic Party Nomination for President, then-Senator
John F. Kennedy said, “We are nol here to curse the darkness, but to light a candle that can guide
us through the darkness.” Interagency assessment standards that require mandatory worklorce
and supplier diversity statistics that are meaningful, specific, and publically-available provide the
light that Congress is secking. In doing so, we expecl (o bring transparency to a hiring and
contracting process which has heretofore remained opaque and — to the extent that it has unjustly
excluded women and minorities from opportunitics to which they were entitled — fundamentally
flawed.

We remain committed to the full implementation of Section 342, and applaud the efforts
of the Agencies to develop standards for assessing the diversity policies and practices as tequired
by the statute. We also recognize that in addition to the efforts of the Agencies, a complete
implementation of Section 342 requires an active commitment to workplace and supplier
diversity by the regulated entities. We, therefore, encourage firms to go beyond the minimum
standards that are required in any final standards that are issued. We challenge the financial
services industry 1o work closely with federal agencies, state and local governments, diversity
experts and academia to develop a deep pool of diverse employees and contractors that can
enhance the richness of our financial dialogue, and exploit the wealth of opportunities that are
often overlooked right here at home. This is a genuine opportunity to make substantive change,
and we are anxious to continue advocating for diversity and inclusion in all facets of our
{inancial industry.
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Committee on Ffinancial Bervices

2129 Rauburn Aouse Gffice Building
Washington, B.C. 20515

April 17, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

The Committee on Financial Services’ Subcommittee on Oversight and Investigations is
investigating the consumer complaint process administered by the Consumer Financial
Protection Bureau. Accordingly, please provide the Subcommittee with the following
information no later than 5:00 p.m., Thursday, April 24, 2014:

The percentages of consumer complaints that are assigned to an investigator and
investigated, when compared to both the total number of complaints filed by
consumers and the number of company responses disputed by consumers.

This request pertains only to the number of complaints investigated, not the number of
complaints subjected to dispute review. If yvou have any questions regarding this matter,
please contact Gisele Roget or Brian Johnson of Committee staff at (202) 225-7502.

Sincerely,

/ PATRICK McHENR
Chairman

Subcommittee on Oversight
and Investigations

ce: The Honorable Al Green, Ranking Member
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Committee on Financial Derdices

2129 Rapburn Rovse Office Building
AWashington, B.C. 2055

April 17, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

The Committee on Financial Services’ Subcommittee on Oversight and Investigations is
investigating hiring practices at the Consumer Financial Protection Bureau. Accordingly,
please provide the Subcommittee with the folowing records! no later than 5:00 p.m.,
Thursday, April 24, 2014:

All e-mail communications contained within the e-mail accounts associated with

|©)6) |that were sent or received
between January 1, 2012 and April 2, 2014, and which contain any of the following
key words: “Hatch,” “Democrat,” “liberal,” “Republican,” “conservative,” “hire,”

“hired,”|®)®) “Interview,” “party,” “solid,” or |b)E)

If you have any questions regarding this matter, please contact Gisele Roget or Brian
Johnson of Committee staff at (202) 225-7502.

erely,

_&
i
PATRICK McHENRY
Chairman
Subcommittee on Oversight

and Investigations

ce: The Honorable Al Green, Ranking Member

1 The term “records” means any written, recorded, or graphic matter of any nature whatsoever,
regard less of how recorded or preserved, and whether original or copy.
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Committee on ffinancial Seroices

2129 Rapburn 3 ouse Office Building
ADashington, .. 20515

April 17, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

The Committee on Financial Services’ Subcommittee on Oversight and Investigations is
investigating the Equal Employment Opportunity (‘EEO”) process within the Consumer
Financial Protection Bureau (‘CFPB”). Accordingly, please provide the Subcommittee with
the following information no later than 5:00 p.m., Thursday, April 24, 2014:

The aggregate dollar amount of monetary payments agreed to by the CFPB to settle
EEO claims filed by employees, whether formal or informal, from CEFPB’s inception
through March 31, 2014.

If yvou have any questions regarding this matter, please contact Gisele Roget or Brian
Johnson of Committee staff at (202) 225-7502.

Sin 1y,

PAll'émK McHENR
Chairman

Subcommittee on Oversight

and Investigations

ce: The Honorable Al Green, Ranking Member
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April 17,2014

The Honorable Richard Cordray
Director

Consumer Financial Protection Bureau
1700 G Street NNW

Washington, DC 20552

Dear Dircctor Cordray,

I am writing on behalf of Jeane Coyle who has applied for the Consumer Financial Protection
Bureau’s Community Bank Advisory Council. I believe that Ms. Coyle would be an excellent
member of the board and would highly recommend her appointment.

Over the past 30 years Jeane has held numercus positions in the banking industry, She is
currently the President/CEOQ of First Federal of Bucks County, a $700 million community bank
headquartered in Bristol, Pennsylvania in the 8" Congressional District. This extensive
experience would provide valuable knowledge of the industry to the CFPB.

Additionally Jeane has been active in the community as a volunteer and has acted as a resource
to my office on financial services matters. I am confident that Jeane Coyle would provide
exceptional insight on banking issues from an industry as well as a consumer perspective,
Sincerely,
/b:l
Mike Fitzpatric
Member of Congress

PRIMTE: LM RECYULFD FAIFR
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April 23,2014

Rachel Bisi

Consumer Ninance Protection Bureau
1700 G Street. N'W

Washington. DC 20352

Ms. Bisi:

Thank vou so much tor participating in the Financial Literacy
Forum at Stillman College. Your contributions helped to make the
Forum an incredible success. Tt is my hope that the conversations
started during the Forum provided students with suflicient
knowledge and resources to make responsible [nancial decisions
that will ensure their long-term success.

Once again. thank you for vour participation and for vour hard
work and commitment to financial literacy. I my office can ever
be of assistance to vou i the luture. please do not hesitate o
contact us.

Sincerely,
TERRI A SEWELL
Member of Congress




& ommictee on FFinancial Dervices

2120 Rapburn Aovse Office Building
Aashington, B.E. 20915

April 25, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

This is in response to an e-mail of April 22, 2014, sent to Financial Services Committee staff (a
copy is attached for your convenience) regarding the Oversight and Investigations Subcommittee’s
request of April 10, 2014, that the Consumer Financial Protection Bureau (“CFPB”) voluntarily
produce any witness invited by the Subcommittee to testify at future hearings examining
allegations of employment discrimination and retaliation at the CFPB. Your response of April 15,
2014, failed to assure the Subcommittee that all such witnesses would be made available. In
addition, you implied that the CFPB may be unable to voluntarily produce witnesses given the
CFPB’s “obligations to protect [employees’] privacy and due process rights, to abide by the Privacy
Act, and to protect the integrity of the Bureau's Equal Employment Oppoertunity program.”!

Because the CFPB has failed to provide the requested assurances and has determined that
statutory and/or prudential obligations may preclude it from voluntarily assisting the
Subcommittee in its investigation, the Subcommittee will, as a matter of policy, use compulsory
process to obtain the testimony of all appropriate CFPB employees. Accordingly, on April 29,
2014, the Subcommittee will held a business meeting to authorize the issuance of subpoenas.

If you have questions regarding this matter, please contact Jennifer Flitton or Joseph Clark of
Committee staff at (202) 225-7502.

Sincerely,

%:ﬁchENR

/
PATRIC
Chairman
Subcommittee on Oversight
and Investigations

¢c: The Honorable Al Green, Ranking Member

1 Your April 15 letter asserts that the CFPB previously offered to “provide comprehensive and confidential
testimony about even individual personnel matters before Subcommittee members[.]” (Emphasis added). 1
am unaware of having received any such offer from the CFPB. As you know, in an e-mail dated March 20,
2014, the CTFPB offered to provide “a bipartisan closed-door briefing [to] the Members of the Subcommittee”;
a closed-door “briefing” for which no formal record exists is not equivalent to the provision of “testimony.”
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Committee on FFinancial Derolces

2129 Rapburn Aouse Office Building
MWashington, .. 20515

April 25, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Finanecial Protection
1700 G Street, NW

Washington, D.C, 20552

Dear Director Cordray:

The Committee on Financial Services’ Subcommittee on Oversight and Investigations is
investigating the Equal Employment Opportunity process within the Consumer Financial
Protection Bureau (“CFPB”). Accordingly, please provide the Subcommittee with the
following records® no later than 5:00 p.m., Tuesday, April 29, 2014

Initial, interim, and/or final reports provided to the CFPB by Deloitte
Consulting LLP regarding employee listening sessions conducted by the

company in or around the summer of 2013.

If you have any guestions regarding this matter, please contact Gisele Roget or Brian
Johnson of Committee staff at (202) 225-7502,

Sincerely,

l‘ PATRICK McHENR

Chairman
Subcommittee on Oversight and Investigations

ce The Honorable Al Green, Ranking Member

1 The term “records” means any written, recorded, or graphic matter of any nature whatsoever,
regard less of how recorded or preserved, and whether original or copy.
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Committee on fFinancial Dervices

2120 Rapburn 3ouse Office Building
ADashington, B.¢E. 20515

April 28, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

This is to advise you that [©©) |an employee of the Consumer Financial
Protection Bureau (“CFPB*), has disclosed information to Committee staff pursuant
to the Federal whistleblower laws that believes evidences one or more
improper actions or other wrongdoing occurring at the CFPB. The Whistleblower
Protection Act (“WPA”) affords broad protections to employees disclosing such
information.! Accordingly, the Committee fully anticipates that the CFPB will
assiduously comply with the WPA and any other applicable whistleblower laws with
reference to|P)6)

In addition to prohibiting whistleblower retaliation, Congress has passed criminal
prohibitions against threatening and tampering with witnesses testifying before
congressional proceedings.? The Committee will not tolerate any intimidation of
potential witnesses by the CFPB, whether through efforts to retaliate against
potential witnesses or otherwise.

1 With respect to disclosures to entities other than the CFPB’s Inspector General or the
Special Counsel, the WPA protects employees provided that the disclosed information 1s not
otherwise prohibited by law nor required to be kept secret by executive order in the interest
of national defense or foreign affairs. In recognition of Congress’s constitutional oversight
responsibilities, however, the WPA affords special protections to federal employees who
disclose even “confidential” information to Congress. 5 U.8.C. § 2302(b) (providing that the
WPA is not to he interpreted as “authorize[ing] the withholding of information from the
Congress or the taking of any personnel action against an employee who discloses
information to the Congress™); see also H.Rept. 95-1717 {Conference Report) (1978) ("The
provision is intended to make clear that by placing limitations on the kinds of information
any employee may publicly disclose without suffering reprisal, there is no intent to hmit the
information an employee may provide to Congress or to authorize reprisal against an
employee for providing information to Congress.”).

218 U.8.C. § 1505 (“Whoever corruptly, or by threats of force, or by any threatening

letter or communication influences, obstruct, or impedes or endeavors to influence,
obstruct, or impede the due and proper administration of the law . . . or the due and

proper exercise of the power of inquiry under which any inquiry or investigation 18

being had by either House, or any committee of either House or any joint committee

of the Congress - Shall be fined under this title, imprisoned not more than 5 years . . .

or both)



& ommittee on Financial Services

2120 Rapburn ¥ouse Office Building
MWashington, B.E. 2055

If you have any questions about this matter, you should contact me personally.

Sincerely,

(ch
PATRICK McHENRY
Chairman

Subcommittee on Oversight
and Investigations

ce: The Honorable Al Green

The Honorable Carolyn Lerner, Special Counsel, Office of Special Counsel
Mr. Mark Bialek, Inspector General, Federal Reserve System
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Committee on Financial Dervices

2120 Rapborn Wouse Office Building
AMashingron, B.E. 20575

April 29, 2014

The Ionerable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, DD.C, 20552

Dear Director Cordray:;

[ am writing regarding a very disturbing allegation that has come to the attention of the
Committee. The allegation is that a manager employed by the Consumer Financial
Protection Bureau (“CFPB”) uscd a racial epithet in reference to certain CFPB employecs.
Due to the sensitive nature of this inquiry, however, the Committee will provide your staff
with the identity of the manager in question by telephone.

[ am sure that you will agree that this is a serious allegation demanding this Committee’s
immediate attention and a prompt response from CFPB. Accordingly, by no later than
noon, Wednesday, April 30, 2014, please confirm whether the allegation is true.

Sincerely,

PATRICK MCHENRY
Chairman
Subcommittec on Oversight and Investigations

ce: The Hon, Al Green, Ranking Member
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Committee on FFinancial Decvices

2129 Ravburn MNouse Office Building
Aasingeon, 3.4 20505

May 8, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

The Committee on Financial Services’ Subcommittee on Oversight and
Investigations is investigating discrimination of all kinds within the Consumer Financial
Protection Bureau (‘CFPB”). Accordingly, please provide the report on performance
management reviews that compared ratings of management to non-management CFPB
employees requested by the CFPB’s employee union. Please provide this report no later
than 5:00 p.m., Monday, May 12, 2014. If you have any questions regarding this request
please contact Gisele Roget of the Committee staff at (202) 225-7502.

Sincerely,

~‘:Pf.f\aﬁjé&c &CH’:/EN%({E'

f Chairman
Subcommittee on Over 51ght and Investigations

cc: The Hon. Al Green, Ranking Member
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Committee on FFinancial Services

2129 Rapbuen Rouse Office Building
Mashington, B.E. 2095

May 8, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

The Committee on Financial Services’ Subcommittee on Oversight and Investigations is investigating
discrimination of all kinds within the Consumer Financial Protection Bureau (‘“CFPB"). Accordingly,
please provide the Subcommittee with the following information no later than 5:00 p.m., Monday, May 12,
2014:

1. The aggregate dollar amount of monetary payments agreed to by the CFPB to settle all Equal
Employment Opportunity (‘EEQ”) claims filed by prospective CFPB employees, whether formal,
informal or resulting from a lawsuit, from July 21, 2010 through April 30, 2014, inclusive,

2. The aggregate dollar amount of monetary payments agrecd to by the CFPB to settle all EEO claims
filed by CFPB employees!, whether formal, informal or resulting from a lawsuit, from July 21, 2010
through April 30, 2014, inclusive.

3. The aggregate dollar amount of all monetary payments agreed to by the CFPB to settle claims of
discrimination hased on sexual orientation, marital status, parental status, or political affiliation filed
by prospective CFPB employees from July 21, 2010 through April 30, 2014, inclusive.

4. The aggregate dollar amount of all monetary payments agreed to by the CFPB to settle claims of
discrimination based on sexual orientation, marital status, parental status, or political affiliation filed
by CFPB emplovees from July 21, 2010 through April 30, 2014, inclusive.

If you have any questions regarding this matter, please contact Gisele Roget of Committee staff at
(202) 225-75602,

Sincerely,

/ A } £} v
i 1’ . e ;.»—.'_azf"?ﬂf_j o)
PATRICK MCHENRY ) a
Chairman ¢

Subcommittee on Oversight and Investigations

cc: The Hon. Al Green, Ranking Member

IThe term “CFPB employee” includes current and former CFPB employees.
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May 9, 2014

The Honorable Richard Cordray
Director

Consumer Financial Protection Bureau
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray,

We are writing to express our appreciation for the Consumer Financial Protection Bureau's
decision to examine consumer debt collection practices in the United States. As you know,
millions of Americans are affected by consumer debt and debt collection practices. Households
owe trillions in debt,’ while debt collection is a mutti-billion dollar indusiry.” An examination of
consumer debt collection practices is therefore a worthwhile and productive endeavor.

As the CFPB considers rulemaking in the debt collection sector, we urge you to approach any
new regulations with an cye toward protecting consumers. In particular, there have been many
reports of consumers being asked 1o repay debts that are incorrectly documented, or that they
simply do not owe."""" Some of the judges who preside over these cases have publicly shared
their concerns as well.”

Poor record keeping can be painful to familics and individuals that owe debt, while also harmful
to creditors. One solution private markets have explored is the concept of a global debt registry.
Such a registry would establish the use of one or more secure, centralized repositories for
tracking the flow of information and ownership of consumer accounts. We would encourage the
CFPB to give this concept thoughtful and thorough consideration,

As you consider the merits of a consumer debt registry and alternative standards, the CFPB
should be mindlul that any new consumer debt information practices should employ the highest
privacy standards, while also mitigating compliance costs for all involved.

Thank you for your work in protecting consumers and we look forward to working with you.

Sincerely,

(o (G

CHRISTOPHER A. COONS
United States Senator

IN C. CARNEY JR, 2
1lember of Congress



' Quarterly Report on Household Credit and Debt. (2014, February). Federal Reserve Bank of New York. Retrieved
April 23, 2014, from hitp://www.newyorkfed.org/householderedit/2013-Q4/HHDC_2013Q4.pdf.

" Advance Notice of Proposed Rulemaking. (2013, November 6). Bureau of Consumer Financial Protection.
Retrieved April 23, 2014, from http://files.consumerfinance.gov/f7201311_cfpb_anpr_debicollection.pdf.

" Repairing a Broken System: Protecting Consumers in Debt Cotlection Litigation and Arbitration. (2010, July 1}.
Federal Trade Commission. Retrieved April 23, 2014, from

hitp:/Awww. fic.gov/sites/default/files/documents/reports/federal-trade-commission-bureau-consumer-protection-
staff-report-repairing-breken-system-protecting/debtcollectionreport.pdf.

" Attorneys push for change in debt collection. (2013, May 01). ABA Journal. Retrieved April 23, 2014, from
http://www.abajournal. com/magazine/aiticle/attorneys_push_for change_in debt_collection/.

¥ Silver-Greenberg, J. (2012, August 12). Problems Riddle Moves to Collect Credit Card Debi. The New York
Times. Retrieved April 23, 2014, from hitp://dealbook.nytimes.com/2012/08/12/problems-riddle-moves-to-coliect-
credit-card-debt/.
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& ommiccee on Fnanaal Seroices

2129 Ranbuen Lovse G Building
AWashimglon, © . 09

May 13, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, DC 20552

Dear Director Cordray:

I write to seek additional information regarding your responses to questions 1 submitted
tor the record following your testumony at the Financial Services Committee hearing held on
January 28, 2014. 1In particular, the Burcau of Consumer Financial Protection (CFPB) provided
redacted copies of documents in response to questions questions [0 and 18, Please provide
unredacted copies of these documents. Regarding question 20, the CFPB did not attach a
contract document (o the order sheet for CFP-14-K-00012. Please provide this contract. | had
also requested detailed ecmployee compensation information in question 13(b), yet the CFPB
provided only a small portion of this information. Please provide this information in full and in
the format I requested. Finally, the CFPB’s answer to question 24 is unresponsive.  Please
provide a full and complete answer to this question.

Yours Respecttully,

cc: The Honorable Maxine Waters



Committee on Financial Services

21129 Rapburn A ouse Office Buitding
Washington, P.C. 2055

May 14, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Finanecial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

The Subcommittee on Oversight and Investigations of the Committee on Financial
Services is investigating discrimination of all kinds within the Consumer Financial
Protection Bureau (“CFPB”). Accordingly, please provide the Subcommittee with the
following records! no later than 5:00 p.m., Friday, May 16, 2014;

CFPB'’s internal analyses of racial, age and gender disparities relating to CFPB’s
2013 performance management reviews including, but not limited to, briefing slide
decks produced for internal CFPB use and internal analyses conducted by CFPB
economists.

If you have any questions regarding this matter, please contact Gisele Roget of
Committee staff at (202) 225-7502.

Sincerely,

: PATRICK MCHENRY )

I Chairman
Subcommittee on Oversight and Investigations

cc: The Hon. Al Green, Ranking Member

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



¢ ommittee on FFinancial Serbices

2120 Rapburn Bouse Office Building
ADashington, B.C.. 295

May 14, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

The Subcommittee on Oversight and Investigations of the Committee on Financial

Services is investigating discrimination of all kinds within the Consumer Financial
Protection Bureau (“CFPB”). Accordingly, please provide the Subcommittee with the
following no later than 5:00 p.m., Friday, May 16, 2014:

1.

A briefing slide deck presented by Stacey Bach, Assistant Director, Office of Equal
Employment Opportunity (“EEO Office”), on or about February 14, 2013, to Victor
Prince, then-Chief Operating Officer.

A memorandum sent on or about March 6, 2013 by Dennis Slaghter, then-Chief Human
Capital Office, providing a partial grant of resources requested hy the CFPB’s EEQ
Office.

A quarterly briefing slide deck presented by Ms. Bach on or about April 24, 2013 to
Director Richard Cordray.

A briefing memorandum sent by Ms. Bach on or about July 15, 2013 to Stephen
Agostini, Chief Financial Officer, through Sartaj Alag, Chief Operating Officer.

A quarterly briefing slide deck presented by Ms. Bach on or about September 2013 to
Director Richard Cordray.

A request made by Ms. Bach on or about October 4, 2013 for a Dodd-Frank analyst to
serve in the EEO Office.

An e-mail communication sent by Ms. Bach on or about March 6, 2014 to My, Chris
D’Angelo, Chief of Staff, recommending suggested language for communications
regarding the CFPB EEO Office’s response to an article appearing in the March 6, 2014
edition of the American Banker.

A resource request memorandum sent by Ms. Bach on or about April 15, 2014 to Chris
IYAngelo, Chief of Staff, through Sartaj Alag, Chief Operating Officer.



Financial Services Committee
The Honorable Richard Cordray
Page 2

If you have any questions regarding this matter, please contact Gisele Roget of

Committee staff at (202) 225-7502.

Sincerely,

i

f '

“dude 4

. PATRICK MCHENRY

[

Chairman

Subcommittee on Oversight and Investigations

ce: The Hon. Al Green, Ranking Member



May 19, 2014

Thank you for testifying at the April 8 2014, Committee on Financial Services
hearing entitled, “"Who's in Your Wallet: Examining How Washington Red Tape Impairs
Economic Freedom.”

A copy of your transcript has been provided should you wish to make any
corrections, Please indicate these corrections directly on the transcript. Due to the
disruption of mail service to the House of Representatives we ask that you fax or
e-mail your corrections in lieu of mailing them. Please send your corrections
within (15) business days upon receipt to:

Terrie Allison, Editor
Committee on Financial Services
Fax (202) 225-4254
terrie.allison@mail house.gov
Phone (202) 225-4548

 Rule XI, clause 2(e}(1)(A) of the Rules of the House and Rule 8(a)(1) of the Rules of
the Committec state that the transcript of any meeting or hearing shall be “a substantially
verbatim account of the remarks actually made during the proccedings, subject only to
technical, grammatical, and typographical corrections authorized by the person making the
remarks involved.” We therefore ask that you keep your corrections to a minimum.

Also included are questions for the record submitted by Representatives Barr,
Elison, Garrett, Huizenga, Murphy, Pittenger, and Sinema. We ask that you reply in
writing for the record within 15 business days.

If during the hearing you: (1) offered to submit additional material; or (2) were
requested to submit additional material; please submit this material via electronic mail by
sending i to terrie.allison@mail.house.gov., If you are unable to submit the material
electronically, please contact the Committee staff to arrange for submission.



Rep. Andy Barr, Questions for the Record
Pertaining to the 4/8/14 Full Committee Hearing

Ms. Fuchs, in previous hearings before this Committee, Director Cordray indicated that the
CFPB is looking at possible changes to mortgage rules, including a re-¢valuation of the
definition of rural areas. When can we expect these revisions to become finalized? In this

evaluation, will the Burcau look at minimizing burdens on community financial institutions? If
not, why not?



Question for the Record

Congressman Keith Ellison
Meredith Fuchs, General Counsel, Consumer Financial Protection Burcau

“Who's in Your Wallet: Examining How Washington Red Tape Impairs Economic Freedom”
April 8, 2014,

Question 1: Violations of the Equal Credit Opportunity Act

I have reviewed the consent order between the Department of Justice, CFPB and Ally Financial
Inc. and Ally Bank, which required Ally to pay $S80 million in damages to 235,000 minority
borrowers who paid higher interest rates for their auto loans relative to similarly situated non-
Hispanic white borrowers. In addition, Ally was also ordered to pay $18 million in penalties:
http://www.consumerfinance.gov/newsroom/cfpb-and-doj-order-ally-to-pay-80-million-to-
consumers-harmed-by-discriminatory-auto-loan-pricing/ This order is the federal government’s

largest-ever auto loan discrimination scttlement. I am pleased to see CFPB’s strong response to
discriminatory practices in lending markets.

¢ [ understand that the CFPB cannot discuss current investigations, however, can you tell
me how many cases the CFPB referred to the Department of Justice as possible violations
of the Equal Credit Opportunity Act regarding possible discrimination in auto lending?

» (Can you tell us what the CFPB has discovered generally with regard to policies that exist
in the indirect auto lending market that may have resulted in higher interest rates or less
favorable loans provided to African American, Latino and Asian Pacific American
borrowers?

e OnMarch 21, 2013, the CFPRB published guidance on Fair Lending Practices to Indirect
Auto Lenders: http://www.consumerfinance.gov/newsrcom/consumer-financial-
protection-bureau-to-hold-auto-lenders-accountable-for-illegal-discriminatory-markup/.
What led the Bureau to issue this guidance? Why was guidance issued instead of a
regulation?

Question 2: Research showing disparities

Is the CFPB familiar with the Center for Responsible [.ending’s (CRI.) January 2014 research,
Non-negotiable: Negotiation Doesn’t Help African Americans and Latinos in Dealer-Financed
Car Loans? http://www.responsiblelending.org/other-consumer-loans/auto-financing/research-
analysis/CRI.-Auto-Non-Neg-Report.pdf




The study surveyed more than 900 consumers who recently bought cars. CRL found that African
Americans and Latinos attempt to negotiate loan pricing with car dealers more often than white
consumers: 39% of Latinos and 32% of African Amcricans reported negotiating their interest
rate, compared to only 22% of white respondents. Yet white car buyers reported receiving lower
interest rates  even those who didn’t try to negotiate at all. Previous rescarch has shown that
interest rate disparities persist even when controlling for credit differences. The report identifies
three factors that can add unnecessary costs to car loans made by dealers: 1) hidden dealer
increascs in the interest rate (“markups™), 2) misleading information that leads consumers to stop
negotiating the interest rate, and 3) add-on products, such as insurance and warranties. In
addition to getting higher interest rates, African Americans and Latinos also reported more
instances of receiving misleading information, and they were nearly twice as likely as white
consumers to be sold multiple add-on products.

e Will the CFPB review the research from consumer groups whose research shows
disparitics in pricing by ethnicity? How will the CFPB build on this research?



Congressman Scott Garrett
Date of Hearing — 4/8/14

The following question is to the FRB, CFPB, OCC, FDIC and NCUA (the Agencics)
regarding the nonbank SIFI designation process.

I’m interested in the Agencies’ positions regarding the non-bank SIFI designation process.
Specifically, are there rules, regulations or statutory language that restrict FSOC voting members
(the Agencies’ principals), from mecting with firms that are under consideration for non-bank
SITI designation? Does the firm under consideration mect with the FSOC voting members,
including Chair Yellen, Comptroller Curry, Chairman Gruenberg, and Chairman Matz before
voting on a Notice of Proposed Designation (NPD) or is it after such a vote? It's my
understanding that the process, thus far, has not included an opportunity for a firm to make their
case that they arc not systemic to the FSOC voting members prior to the FSOC voting to
designate a firm via a NPD, Do the Agencies support the opportunity for a firm to meet with
FSOC voting members prior to a NPD vote, if the firm requests such opportunity? 1f not, please
explain why any of the Agencics opposes the opportunity for a firm to meet with Agency
principals prior to their vote on a NPD. :

The following Questions are to the Fed regarding concerns about transparency.

During your lestimony, you stated that you would work with my office regarding the release of
the final 2003-2008 Operations Report of the Federal Reserve Banks. Given the l'ed’s expansive
supervisory and prudential oversight functions, the release of these reports will facilitate
appropriate Federal Reserve transparency and accountability. Will you provide the committee
these reports for 2003-2008 period? '-

There have been several recent reports expressing concern about the Federal Reserve refusing to
publicly disclose the salaries of its employces. One of thesc reports also found that the Fed’s
banking regulatory counterparts were being paid exponentially more than other federal
government cmployees on the GS-Scale of similar experience and time of scrvice. Given the
federal government’s current debt of over $17 trillion and ongeing annual budget deficits in the
hundreds of billions, it is critically important that Congress is able to conduct its critical
oversight function on how all taxpayer dollars are being allocated. Will you agrec to please
provide cither public reports of all of the individual employces of the Federal Reserve (similar to
the U.S. Congress) or to the Commuittee?



QUESTIONS FOR THE RECORD SUBMITTED BY REP. BILL HUIZENGA

House Financial Services Committee
Hearing on Who's In Your Wallet: Examining How Washington Red Tape Impairs Economic Freedom

April 8, 2014

Questions for Meredith Fuchs, General Counsel, Consumer Financial Protection Bureau

1. The Dodd Frank Act gives the CFPB the authority to provide exemptions from its rules for
certain classes of institutions. We have heard from credit unions and small banks about the ever-
increasing regulatory burden the Bureau’s rules place on them, even though there is little — if any —
evidence to support an argument that they are treating consumer poorly. Why hasn’t the Bureau done
more to focus its rulemaking on the bad actors in the financial services sector, as oppose to imposing
additional burden on credit unions and small banks? Does the Bureau intend to use its authority to
exemypt these institutions from its ralemaking in the future? If not, why not?

2. There are many who are concerned that the QM rule will constrain morigage credit after the
exemption for GSE-compliant loans expires, One recommendation would be to increase the threshold
Sor “small loans” from 3100,000, as the rule now aliows, to $200,000. This would increase the
availability of credil to first-time and moderate-income borrowers.

a. Do you have the legal authority to increase this amount?
b. If so, why haven’t you increased this threshold?

c. If not, wonld you support legislation that would require that you increase the threshold for
smail loans to ensure low-income consamers can have access to mortgage credit?

3. What legal liability does a lender face for originating a non-Qualified Morigage that is ultimately
Jound not to comply with the ability-io-repay requirement? Given these risks, do you believe that
lenders will originate non-Qualified Mortgages? Or will they avoid these mortpages altvgether?

4. We are already seeing the first signs that some smaller community financial institutions are
throwing their hands up in frustration and exiting the mortgage business rather than trying to navigate
the liability risk and excessive compliance costy inflicted by the CFPB’s QM rule. Indeed, a recent
American Banker headline has suggested that “QM” will come to stand for “Quitting Mortgages.”

a. How do you reconcile the one-size-fits-all approach taken by the CFPB in promulgating
the QM rule with your statutory obligation to promote consumer choice and facilitate access
and innovation in the marketplace?



Congressman Patrick E. Murphy (F1.-18)
Questions for the Record
4/8/14 hearing on "Who's In Your Wallet: Fxamining How Washington Red Tape Impairs Economic Freedom™

Ms. Fuchs, the Bureau has been thoughtful in its approach to protecting consumers and responsive to industry
concerns about unintended consequences of regulations like QM. The thoughtfulness with which the Bureau is
approaching regulation of the payday loan industry is also commendable. [ believe that consumers must be
protected from predatory lenders and unlawful actors, As you know, my home State of Florida combines good
consumer protections with great enforcement, This protects consumers from abuse without constricting access
to capital, Our well-regulated system crowds out offshore and unlawful online lenders that prey on consumers,
How is the Bureau doing outrcach to stakcholders and consumers in regulating this industry?

Mr. Osterman and Ms. Friend, Operation Chokepoint was designed to go after unlawful short-term lenders. 1
strongly support efforts to protect I'loridians from predatory, illegal lenders. However, I’'m hearing from banks
that they are dumping legitimate, lawfully operating short-dollar lenders duc to reputational risk, While
repulational risk 1s an extremely important consideration for the health and well-being of & financial institution,
the conscquence of un overly broad reputational risk determination would have the impact of completely putting
an end to low-dollar short-term loans. Without access to banking services, the short term, low dollar loan
industry is dong,

Not only will that undermine the good work that my state has done in regulating this industry, it will assume the
authorily, given by Congress to CFPB, which is taking a comprehensive, thoughtful approach, If financial
regulators, under the guise of reputational risk, assume jurisdiction over short-term loans and effectively
eliminate the product, 1t will cost I'loridians both their hard-earned protections and their access to this type of
credit.

e s the agency intending to cut off banking services [rom low dollar lenders?

e [sthe agency intending to shut down payday lending?

e Ifnot, how arc examiners working to protect institutions [rom reputational risk without assuming
jurisdiction via enforcement and restricting access to short-term credit?

Mr. Osterman, more than 5 years after the financial crisis, proper safeguards are absolutely necessary 1o
preserve the stability of our financial system. As a small business owner, [ know and appreciate that regulation
carrics a cost and that even the best-intended regulatory intentions can have unnccessary, unintended
conscquences. The biggest banks earned this additional burden, which can be absorbed and budgeted, But for
smaller lenders like community banks and credit unions, new compliance costs can be prohibitive. Community
banks are hiring, but far too often, they are hiring compliance officers, which do little to pump capital into the
community so small businesscs can grow and create jobs. Perhaps relatedly, FIDIC has only approved deposit
insurance for one new bank since 2010, leading some to question whether there is a place for community banks
in the twenty-first century,

What is FDIC doing to maintain a proper balance between the actual risk of the smallest institutions and the
community banking sector as a whole and a relatively steep regulatory burden?



Rep. Robert Pittenger
April 8, 2014

Who’s In Your Wallet: Examining How Washington Red Tape Impairs liconomic Freedom

Questions Directed to Consume Financial Protection Bureau

Question 1

1 appreciated that your written statement indicated that the Bureau 1s, “committed to ensuring
that our rules are effective at protecting consumers and making consumer financial markets work
better, and that they do not unduly burden the institutions participating in those markets.” Your
statement also indicated that among the strategies the Bureau employ to achieve those goals is Lo
consider input from a wide varicty of stakeholders and you said that you seck targeted input on
specific regulations. You mentioned the Bureau’s usc of Small Business Regulatory Enforcement
Fairness Act (SBREFA) to solicit feedback from small businesses.

1.

Why does the Bureau provide just two weeks notice of the meetings to SBREFA
participants? Some SBREFA participants have said they had to spend a lot of money to
make last minute travel arrangements. Would the Bureau give small entity representatives
at least one months’ notice so that they can make travel arrangements to attend SBREFA
panel meetings in person?

Why does the Bureau not consult with industry trade associations before SBREFA panels
are convened to better prepare the small entity representatives for the SBREFA panels?
One of the main goals of these panels is to help determine how costly a regulation will be
to implement for small business and to identify less-costly altematives. Industry groups
can help the Bureau measure factors included in these cost estimates (including
differences in regional practice and vendor practices) or information about alternatives
that can reduce costs for small businesscs. A small business owner can provide more
effective information to the SBREFA process when they have the assistance from their
trade association or their vendors. Conducting outreach to trade associations before
holding the panel (including mnviting trade associations to observe the panel mecting in
person) ensures that the SBAR gets the most accurate cost data available.

Why does the Bureau not make the SBRET'A panel report public once it is complete and
wait until the final regulation is published? By publicizing the report earlier in the
regulatory process, the Bureau can provide crucial information to industry stakeholders.
This will allow industry to develop more useful data for the Bureau to consider about the
impact of their proposals on small busincss.

Would the Burcau broaden the way it looks at the impact of a regulation on small
business. The SBREFA panel focused heavily on the dircet costs of this rule on small
business, such as software costs, productivity and training but glanced over the parts of
this rule that could have indirect but very serious costs on small business. These indirect
costs can be extraordinary, including potentially preventing small business from bcing
able to compete in the future marketplace.



5. An example is the pancl’s review of the proposals related to who completes the Closing
Disclosure. Under the rule, the Bureau makes the lender ultimately liable for the accuracy
of the Closing Disclosure even if they partner with a settlement agent to complete the
form. While the panel focused on the dircct costs of their new form, the indirect costs
(namely that lenders would be incentivized to limit the number of small entities with
whom they work) will be much more devastating to small business. The Bureau should
take greater care to determine whether a proposal will cause business-model shifts that
could be harmful to small-business competitiveness.

Question 2

SBREFA panels arc a one shot cvent that comes late in the regnlatory process. The SBAR occurs
after the Burcau has decided on the need for a regulation, conducted research to support the
regulation, and developed the substantive pieces of the regulation and just prior to a rcgulation
being formally proposcd in the Federal Register. This is fairly late in the pame and precludes the
Bureau from considering, researching and testing altematives that will be less costly to smail
business before publishing their proposal. A more effective process would be to have the Bureau
consult with small businesses throughout the entire regulatory process.

1. While I am not asking the Bureau to endorse specific legislation, does the Bureau see a
benefit in the establishment of an advisory board for small businesses that arc non-
depository institutions similar to those established for outreach to community banks and
credit unions? If no, why not?



Questions for the Record — Full Committee

From: Congresswoman Kyrsten Sinema

Date: Tuesday, April 8, 2014

Title: “Who's In Your Wallet: Examining How Washington Red Tape Impairs Economic Freedom™

Question for Richard J. Osterman, Acting General Counsel, Federal Deposit Insurance Corporation
or Amy Friend, Senior Deputy Comptroller and Chief Counsel, Office of the Comptroller of the
Currency

It is my understanding that Operation Choke Point is intended to eliminate fraud and illegal
transactions from our nation’s payment system. However, it has come to my attention that an
online lead marketplace based in my district has been forced to lay off employces as a direct
result of Operation Choke Point. What is being done to ensure that regulators are effectively
eliminating predatory actors who are breaking existing laws and not unintentionally harming
legitimate, lawful businesses?

Question for Meredith Fuchs, General Counsel, Consumer Financial Protection Bureau
It is my understanding that the CFPB is going to begin a formal regulatory process aimed at pay

day lending. Is the CFPB coordinating with DOJ, the GCC and the FDIC, regarding the potential
interaction between Operation Choke Point and rules intended to regulate pay day lending?



Committee on FFinancial Services

2120 Rapburn Roust Office Building
TDashington, B.¢. 2055

May 22, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

The Financial Services Committee is investigating the consumer response system operated
by the Bureau of Consumer Financial Protection (CFPB). Accordingly, please provide the
Subcommittee with the following no later than 5:00 p.m., Monday, June 2, 2014:

1. A copy of the “PII Incident Report Log” maintained by the CFPB Office of
Consumer Response (OCR); and

2. A copy of the “PII Breach Report Log” maintained by the CFPB OCR.

3. Copies of all emails sent to privacy@cfpb.gov, CFPB sirt@cfpb.gov,
CFPB_CRILegal@cfpb.gov, or Christi. Monk@cfpb.gov reporting a breach or
suspected breach of personally identifiable information (PII).1

If you have questions regarding this matter, please contact Brian Johnson or Gisele Roget
of Committee Staff at (202) 225-7502.

Sincerely,

/

ﬂ/\‘arﬁé{\ / -
/ PATRIC cHENRY

Chairman
Subcommittee on Oversight and Investigations

cc: The Honorable Al Green, Ranking Member

1“Breach” means “a situation where one gains or has the potential to gain access to personally
identifiable infermation or other sensitive information for an unauthorized purpose.” “Suspected
hreach” means “a reasonable belief that an unauthorized disclosure or acquisition of PII or other
sensitive information has occurred or will be imminent.” “Personally identifiable information (PII)”
means “[a]ny information that identifies or may be used to identify, contact or locate an individual.
This includes net enly personal financial information, but also includes information as basic as a
personal e-mail address.”



JEB HENSARLING, TX , CHAIRMAN clﬂlllttﬂ 5t9tt5 iFlBllEt Uf prrfﬁ[“tgtinfﬁ MAXINE WATERS, CA, RANKING MEMBER

& ommittee on Financial Services

2120 Rapburn A ouse Office Building
AWashington, B.¢. 20515

May 30, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

This is to request that you produce copies of all e-mails sent by [©)6) from April 3,
2014, to April 7, 2014, inclusive. Please produce the requested records by no later than 5:00
p.m. Wednesday, June 4, 2014. If you have questions regarding this request, please contact
Joseph Clark of Committee staff at (202) 225-7502.

Sincerely,

%b;é(a(
PATRICK McHENRY
Chairman

Subcommittee on Oversight
and Investigations

cc: The Honorable Al Green, Ranking Member



JEB HENSARLING, TX , CHAIRMAN "lﬂmt[d 5tgtf5 ﬁUUSf Uf TRE{]l'EﬁtntﬂtiDEﬁ MAXINE WATERS, CA, RANKING MEMBER

Committee on Financial Serbices

2129 Ravburn Aouse Office Building
MWashington, P.¢E. 20515

May 30, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

I write to seek more information concerning the Deloitte Report on “Diversity and
Inclusion” prepared at the direction of the Bureau’s Office of Minority and Women Inclusion
and submitted on or about September 2013 (hereinafter “Deloitte Report”). So that the
Subcommittee on Oversight and Investigations might better understand how senior CFPB
managers disseminated and reviewed the report after it was received by the CFPB, please
provide the following by no later than Friday, June 6, 2014:

1) All e-mail communications sent or received by Liza Strong containing one or more of
the following keywords: “Deloitte,” “Diversity and Inclusion,” “Diversity &
Inclusion,” and “D&Y”; and

2) All “Outlook” meeting records relating to the Deloitte Report associated with each of
the following custodian accounts: Stuart Ishimaru, Liza Strong.

We appreciate your prompt attention to this matter. If you have questions regarding this
request, please contact Joseph Clark of Committee staff at (202) 225-7502.

SingeTyly,

PA4RIE cg McHEN#’“/

Chairman
Subcommittee on Oversight
and Investigations

cc: The Honorable Al Green, Ranking Member



JEB HENSARLING, TX | CHAIRMAN letfd f%tﬂ[fg 1:10-“5[ ur‘ ’[{[prt ﬁflltﬂtiUEB MAXINE WATERS, CA, RANKING MEMBER

Committee on Financial Services

2129 Rayburn Y1ouse Office Building
A0ashington, D.C. 20515

June 9, 2014

The Honorahle Richard Cordray

Divector

Bureau of Consumer Financial Protection
1700 G Street, N'W,

Washington, DC 20552

Dear Director Cordray,

On June 6, 2014, staff of the Financial Services Committee reviewed with your staff six outstanding
requests for information and records still pending with the Consumer Financial Protection Bureau.
Your staff indicated your commitment to respond in full o the following six requests for information
and records:

L. Letter regarding CFPB budget details sent January 7, 2014; requested response date January
21, 2014.

2. Letter requesting records related to Report of Investigation of Discrimination and Retaliation,
Office of Consumer Response sent March 18, 2014; requested response date March 20, 2014,

3. Letter requesting records related to hiring sent April 17, 2014; requested response date April
24, 2014.

4. Letter requesting information related to breaches and incidents concerning personally
identifiable information sent May 22, 2014; requested response date June 2, 2014.

b){8)

5. Letter requesting certain e-mails from | ent May 30, 2014; requested response

date June 4, 2014,

6. Letter requesting certain records related to Deloitte Report on “Diversity and Inclusion” sent
May 30, 2014, requested response date June 6, 2014.

Copies of the foregoing letters are enclosed for your convenience. As you can see, one of the
outstanding requests is almost five months old. Accordingly, please provide complete responses to
all of the outstanding requests by no later than Friday, June 13, 2014 at 5:00 p.m. If you have any
questions please contact Matt Mulder of the Committee staff at (202) 225-7502.

Sincerely,

F -— t //.«-
ﬁ{l CK MCHENR //

Chatrman
Subcommittee on Oversight and Investigations

cc: The Hon. Al Green, Ranking Member



QO ommittee on Financial Serbices

2120 Rapburn Youse OfTice Building
Dashington, B.C. 055

June 11, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, DC 20552

Dear Director Cordray:

The Committee on Financial Services will hold a hearing titled “The Semi-Annual Report
of the Consumer Financial Protection Bureau” at 10:00 a.m. on Wednesday, June 18, 2014, in
Room 2128 of the Rayburn House Office Building. This letter is your invitation to appear.

As you know, the Director of the CFPB is required by Section 1016 of the Dodd-Frank
Wall Street Reform and Consumer Protection Act {P.L. 111-203) to appear on a semi-annual
basis before the Committee on Financial Services to deliver a report on the Consumer Financial
Protection Bureau {CFPB). The members of this Committee will be particularly interested in
your testimony conceming, among other things, the following items: (1) significant problems
faced by consumers in shopping for or obtaining consumer financial services; (2) the CFPB’s
budget request of the previous year; (3) significant rules and orders adopted by the CFPB, as
well as other significant initiatives conducted by the CFPB; (4) an analysis of complaints about
consumer products and services that the CFPB has received or collected; (5) a list, with a
summary of the subject matter, of the public supervisory and enforcement actions to which the
CFPB was a party during the preceding year; {6) the actions taken regarding rules, orders, and
supervisory actions with respect to non-depository institutions; (7) an assessment of significant
actions by state attorneys general or state regulators relating to federal consumer financial law;
(8) an analysis of the CFPB’s efforts to fulfill its fair lending mission; and (9) an analysis of the
CFPB’s efforts to increase workforce and contracting diversity consistent with the procedures
established by the Office of Minority and Women Inclusion.

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

The Form of your Testimony. Under the Rules of the Committee on Financial Services,
each witness who 1s to testify before the Committee or its subcommittees must file with the Clerk
of the Committee a written statement of proposed testimony of any reasonable length. Please
also include with the testimony a current resume summarizing education, experience and
affiliations pertinent to the subject matter of the hearing. This must be filed at least two business
days before your appearance. Please note that changes to the written statement will not be
permitted after the hearing begins. Failure to comply with this requirement may result in the
exclusion of your written testimony from the record. Your oral testimony should not exceed five
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minutes and should summarize your written remarks. The Chair reserves the right to exclude
from the printed record any supplemental materials submitted with a written statement due to
space limitations or printing expense.

Submission of your Testimony. Please submit at least 75 copies of your proposed
written statement to the Clerk of the Committee not less than two business days in advance of
your appearance. These copies should be delivered to: The Committee on Financial Services,
Attn: Committee Clerk, 2129 Rayburn House Office Building, Washington, DC 20515.

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

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

Your Rights as a Wimess. Under the Rules of the House, witnesses may be accompanied
by their own counsel to advise them concerning their constitutional rights. [ reserve the right to
place any witness under oath. Finally, a witness may obtain a transcript copy of his/her
testimony given in open, public session, or in a closed session only when authorized by the
Committee or subcommittee.  However, by appearing before the Committee or its
subcommittees, you authorize the Committee to make technical, grammatical, and typographical
corrections to the transcript in accordance with the rules of the Commuttee and the House.

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

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

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

Should you or your staff have any questions or need additional information, please
contact Brian Johnson or Beth Zorc at 202-225-7502.

Sincerely,

JPB HENSARLING
Chairman

cc: The Honorable Maxine Waters, Ranking Member
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June 19, 2014
The Honorable Richard Cordray
Director
Consumer Financial Proiection Bureau
1700 G Street, NW
Washington, D.C. 20552

Dear Director Cordray;

Thank you for your testimony before the Financial Services Committee. I appreciate
your willingness to consider my concerns.

As we discussed during yesierday’s hearing, ] remain extremely troubled by the chilling
effect of Operation Choke Point and potentially other federal programs designed to push legally-
operaling and regulated industries out of the U.S. banking system.

I have stated to you numerous times my belief that businesses operating inside the
confines of applicable law should not be forced out of the banking industry. Banks fear the
onslaught of regulatory scrutiny and the potential for referral io the Department of Justice (DOJ).
Yet that is what we continue to see with Operation Choke Point. Documents produced by the
DOJ for the House Oversight and Government Reform Committee show beyond the shadow of a
doubt that the DOJ has made the decision, in concert with federal financial regulators, to target
certain licensed and legal industries based not on reasonable suspicion of inappropriate or illegal
activity on the part of individual actors, but rather based exclusively on ihe line of work in which
a business or industry operates. What is more concerning is the admission that these industrics
are targeted based not on legitimate grounds but on moral objections from Executive Branch
employees. You stated today that you “don’t believe in a scorched earth approach” when 1t
comes to regulation. 1 appreciate and share that sentiment, and again encourage you to make
your position on this unjust regulatory scrutiny more publicly known.

In response to bipartisan Congressional attention on this issue, both the Federal Deposit
Insurance Corporation and the DOJ have issued writlen statements indicating that entities
operating inside the confines of the law should not be targeted for increased scrutiny without
evidence of wrongdoing,.

In yesterday’s hearing you requested that I submit 1o you in writing a request for a
formal, written response articulating the Consumer Financial Protection Bureau’s (CFPB)
position on Operation Choke Point and federal regulatory efforts broadly targeting legally-
operating industries. It is my hope that a written response will allow businesses and the financial
institutions that count them as customers to clearly understand that the CFPB will not pursue



enforcement actions against companies operating inside the confines of the law or the institulions
by which they are served.

[ thank you for your cooperation on this front and look forward to your response.

Sincerely,

Member of Congregs I



July 3, 2014

Thank you for testifying at the June 18, 2014, Committee on Financial Services
hearing entitled, ""The Semi-Annual Report of the Consumer Financial Protection Bureau.”

A copy of your transcript has been provided should you wish to make any
corrections. Please indicate these corrections directly on the transcript. Due to the
disruption of mail service to the House of Representatives we ask that you fax or
e-mail your corrections in lieu of mailing them. Please send your corrections
within (15) business days upon receipt to:

Terric Allison, Editor

Jommittee on Finanecial Services
Fax (202) 225-4254
terrie.allison@mail house.gov

Phone (202) 225-4548

Rule XI, clause 2(e)(1){A) of the Rules of the House and Rule 8(a){1) of the Rules of
the Commaittee state that the transcript of any mecting or hearing shall be “a substantially
verbatim account of the remarks actually made during the proceedings, subject only to
technical, grammatical, and typographical corrections authorized by the person making the
remarks involved.” We therefore ask that you keep your corrections to a minimum.

Also included are questions for the record submitted by Represcentatives Bachus,
Barr, Pittenger, and Royce. We ask that you respond to these questions in writing for the
hearing record within 15 days of receipt.

If during the hearing you: (1) offered to submit additional material: or (2) were
requested to submit additional material; please submit this material via electronic mail by
sending 1t to terrie.allison@mail house.gov. If you are unable to submit the material
electronically, please contact the Committee staff to arrange for submission.



Hon. Spencer Bachus
Questions for the Record to Director Cordray
June 18,2014

In your letter to me dated November 4, 2013, you stated that, when conducting a
disparate impact analysis of an auto lender’s portfolio, you consider “analytical controls”
to ensure that the groups of consumers you arec comparing are similarly situated. You
further stated that because this is a case-by-case determination, “you cannot identify each
control that we apply in the analysis....” Now surely that are at least some analytical
controls that apply to all of the various portfolios that the Bureau examines. Can you
identify to me the analytical controls that the Burcau always applies to ensure the
CONSUMers you are comparing are similarly situated?

With regard to the consent order the Bureau entered into with Ally --
a. what specific analytical controls did the Bureau apply to determine the pricing
disparities that you sct forth in your consent order with Ally?
b. what were the pricing differentials between these groups before the Bureau
applicd the analytical controls?

As you know, the Department of Justice (I20OJ) entered into consent orders with two auto
dealers in 2007 to resolve allegations of disparate impact discrimination. As part of those
conscnt orders, the dealers agreed to establish a standard dealer participation rate that it
would include in all offers of credit unless a “good faith, competitive reason that is
consistent with the Equal Credit Opportunity Act” is present in the transaction. If such a
reason is present in the transaction and DOJ identified 7 such reasons - the dealer could
include a different amount of dealer participation in the credit offer provided it is
properly documented. If pricing differentials between different groups of consumers in
an auto lender’s portfolio are attributable solely to these 7 reasons, has the auto lender
acted in a manner that is consistent with the Equal Credit Opportunity Act?



Rep. Andy Barr Submission of Questions for the Record
To accompany the June 18, 2014 Hearing with Richard Cordray

Dircctor Cordray, when you appeared before this committee in January, 1 asked you
about the March 2013 Indirect Auto Lending Bulletin. You asserted your belief that the
bulletin was not new policy, but rather a “restatement of law.” My impression, however,
is that this is in fact a de facto rulemaking, done outside of the process required by the
Administrative Procedure Act. While guidance is supposed te clari{y an issue in simple
terms, it’s clear that the Auto Lending Bulletin has done the opposite.
a. Would you be open to revisiting the guidance? If not, would you at least be
willing to consider following the informal rulemaking process, as outlined in the
Administrative Procedure Act, as is required for any new policy?

Do you believe that the Equal Credit Opportunity Act can be used to either require or
prohibit discretion in pricing among auto dealers?



Hon. Robert Pittenger (NC-09)
Questions for the Record
Semi-Annual Report of the Consumer Financial Protection Burcau
June 18,2014

Director Cordray:

Although technology has made tremendous changes in the financial services industry—-
regulatory definitions have not kept pace. For example, there is no uniform definition of the
terms “lead generator” or “mortgage application”, For non- bank companies that are licensed as
mortgage brokers in multiple states under the SATE Act who encourage consumer comparison
shopping, but do not collect traditional information provided by mortgage brokers, this creates a
serious compliance problem. As part of the CFPB’s commitment 1o streamlining, clarifying and
updating details of the mortgage lending process, can the Burcau develop uniform definitions
that reflect the new mortgage marketplace? '



Rep. Ed Royce (CA-39)

Full Committee Hearing entitled: “The Semi-Annual Report of the Consumer
Financial Protection Bureaun,”

Questions for the Record

06.18.2014

The Honorable Richard Cordray, Director, Consumer Financial Protection Bureau
Director Cordray:

During the hearing on June 18, 2014, 1 asked you a question about the potential for
confusion when regulation is conducted through enforcement. Specifically, I used as an
example the four enforcement orders against banks in connection with the marketing of
debt protection products. As I mentioned at the hearing, because each of the enforcement
actions impose different business reforms as remedial measures, banks are not certain
what is required of them to safely sell these products, and many have stopped offering
these products to consumers. Can you please clarify the agency’s position on debt
protection products so the industry can understand what is expected in connection with
debt protection product? Does the CFPB have concerns about debt protection products

themselves or just how these products are marketed?
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JEB HENSARLING, TX , CHAIRMAN 'llllltE[l ﬁtﬂttﬁ ;!HUUEE []r REPFESE“tﬂtiDEH MAXINE WATERS, CA, RANKING MEMBER

Committee on Financial Dervices

2120 Ragburn Aouse Office Building
Wsshington, B.€. 20515

July 17, 2014

The Honorable Richard Cordray
Director

Consumer Financial Protection Bureau
1700 G Street, NW.

Washington, D.C. 20552

Dear Director Cordray:

The Committee on Financial Services continues to investigate allegations of discrimination,
retaliation, and related matters at the Consumer Financial Protection Bureau. We therefore write
to request that the Bureau make the following CFPB employees available for transcribed
interviews with the Committee’s staff:

—

Sartaj Alag, Chief Operating Officer

Jim Carley, Southeast Regional Director, Division of Supervision, Enforcement and Fair

Lending

Robert Cauldwell, President, National Treasury Employees Union

Dane D’Alessandro, Section Chief, Investigations, Office of Consumer Response

Cordelia Holmes, Office of Consumer Response

Stuart Ishimaru, Assistant Director, Office of Minority and Women Inclusion

Richard Lepley, Deputy General Counsel

Christi Monk, Quality Assurance Manager, Office of Consumer Response

Scott Pluta, Assistant Director, Office of Consumer Response

0. Paul Sanford, Assistant Director, Office of Supervision Examinations, Division of
Supervision, Enforcement and Fair Lending

11. Dennis Slagter, former Chief Human Capital Officer

Moot Ww

= o w

By 5:00 p.m. on Thursday, July 24, 2014, please provide your assurance that you will make
the identified individuals available to be interviewed. If you have questions about this request,
please contact Joseph Clark of Committee staff at (202) 225-7502. Thank you for your attention to
this matter.

4
(/Patrick McHenry

Chairman
Subcommittee on Oversight and Investigations

ce: The Honorable Darrell Issa, Chairman, Committee on Oversight and Government Reform
The Honorable Al Green, Ranking Member, Subcommittee on Oversight and Investigations



A N R DR Y B D

S A FATER I letfﬂ 5t:ltf5 1101]5[ UI T{EPIESEHEHDUES ROANINT WV U BV RN BT

Committee on Financial Serbices

2120 TRavburn 11euse Office Building
Washington, .C. 20345

July 18, 2014

The Honorable Richard Cordray
Director

Consumer Financial Protection Burcau
1700 G Street, NW

Washington, D.C. 20552

Dear Dircctor Cordray:

The Financial Services Committee continues to investigate the CFPB’s space planning activities
and headquarters renovation plans, Please provide full, unredacted copics of the following
records by not later than Thursday, July 31, 2014:

1)
2)
3)
4
3)

6)

All e-mail communications, and all attachments to such emails, listed in the appendix to
this letter.

The CFPB’s Investment Review Board (IRB) charter and all other documents that
provide internal guidance for making a sound business case for an investment.

The IRB business case for the headquarters renovation submitted on July 23, 2013.
Deccision memoranda and approvals governing all renovation budget amouants, including
but not limited to the $55 million, $95 million, $111.4 million, and $145.1 million
amounts approved in fiscal years 2012 and 2013.

All program office control sheets approving the obligation of funds rclated to the
headquarters renovation.

The identity of the individual who made the decision to renovate the building owned by
the Office of the Comptroller of the Currency and located at 1700 G Street, NW in
Washington, DC.

If you have questions regarding this request, please contact Brian Johnson at (202) 225-7502.

Yours Respecttully,

J

HENSARLING

Chairman

¢cc; The Honorable Maxine Waters
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Appendix
To/Ce From Document Description Date
Jeff Swartz; Enika Suzanne Tosint Email on Hearing preparation 02-06-13
Moritsugu notes
Stephen Agostini; Elizabeth Reilly Email on Hearing preparation 02-06-13
Rumana Ahmad; Alicia notes
McDonald; Freddy
Velez
Elizabeth Reilly; Freddy Velez Email on Hearing preparation 02-06-13
Stephen Agostini; notes
Rumana Ahmad; Alicia
McDonald
BCC BCC “Hearing prep- Building” N/a
Document, offering notes on new
renovations for the building
Suzanne Tosini; David Gragan Email on Control Sheet for the 07-22-13
Michael Davis, Amye Bureau’s Building Renovation
Brown-Curtis Project
BCC BCC Control Sheet 07-22-13
Suzanne Tosini; Tyrone Anderson Email on “CFPB Update” 07-16-13
Stephen Agostini; (GSA) regarding renovation tasks
Michael Davis
Tyrone Anderson Suzanne Tosini Responsc Email discussing MOU | 07-16-13
{GSA)
Suzanne Tosini; Tyrone Anderson Response Email discussing 07-16-13
Stephen Agostini; (GSA) renovation options and estimated
Michael Davis cOsts
Suzanne Tosini; Tyrone Anderson Response Email discussing 07-17-13
Stephen Agostini (GSA) renovation options and estimated
costs
BCC BCC Draft memo of the Agreement N/a
between Bureau and GSA on
Project management,
procurement, construction
management and environmental
confracting and other services
Suzanne Tosini Suzanne Tosini Draft memo on whether or not to | 04-29-13
lease or renovate office
Stephen Agostini Elizabeth Reilly Email on proposed changes to 04-29-13
Draft memo
Meredith Fuchs; David Gragan Email Exchange on attached 02-03-12

Catherine West; Joshua
Galicki; Amy

documents with information on
building renovations
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Williams; Angela Puri;

Chris Willey; Ethan
Bemstein; Chris
D’ Angclo
Richard Cordray; Raj Meredith Fuchs Email forwarding attached (02-04-12
Date; Anna Canfield; documents with comments
Chris D’ Angelo
BCC BCC Draft Statement of architectural N/a
and engineering work services for
renovation
BCC BCC “Process Qutline for Attached N/a
Architect- Engineer (A&E)
Public Announcement”
Document
Meredith Fuchs; David Gragan Email entitled “Draft Statement 02-03-12
Catherine West, Joshua of Work for Design of 1700 G
Galicki; Amy Strect NW.”
Williams; Angela Purt;
Chris Willey; Ethan
Bemnstein; Chris
D’Angelo
Meredith Fuchs; Ethan Bernstein Chain Email Response with 02-05-12
Catherine West; Joshua comments on the Draft Statcment
Galicki; Amy of Work
Williams; Angela Puri;
Chris Willey; David
Gragan; Chris
D’ Angelo
Meredith Fuchs; Angela Puri Chain Email Response with 02-06-12
Catherine West; Joshua comments on the Draft Statement
Galicki; Amy of Work
Williams; David
Gragan; Chris Willey;
Ethan Bernstein; Chris
D’ Angelo
Meredith Fuchs; Ethan Bernstein Chain Email Response with 02-06-12
Catherine West; Joshua comments on the Draft Statement
Galicki; Amy of Work
Williams; Angela Puri;
Chris Willey; David
Gragan; Chris
D’ Angelo
David Gragan; Meredith Fuchs Chain Email Response with 02-06-12

Catherine West; Joshua
Galicki; Amy

comments on the Draft Statement
of Work
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Williams; Angela Puri;
Chris Willey; Ethan
Bemstein; Chris

D’ Angelo
Meredith Fuchs; David Gragan Chain Email Response with 02-08-12
Catherine West; Joshua comments on the Draft Statement
Galicki; Amy of Work
Williams; Angela Puri;
Chris Willey; Ethan
Bernstein; Chris
D’Angelo
BCC BCC “CFPB Renovation Project N/a
Estimated Cost Comparisons™
Chart that reflects the estimated
cost between one phase and two-
phase construction during the
headquarters renovations
Suzanne Tosini Michael Davis Email Entitled “Comparison Cost | [2-05-12
Summary” discussing cost
comparison ¢stimates for one-
phase and two- phase
construction during the
headquarters renovations
Ganry Reeder Suzanne Tosini Chain Email Response with 12-05-12
comments on various renovation
options
Suzanne Tosini (Giarry Reeder Chain Email Response with 12-05-12
comments on various renovation
options
Garry Reeder Suzanne Tosini Chain Email Response with 12-05-12
comments on various renovation
options
Suzanne Tosini Garry Reeder Chain Email Response with 12-05-12
comments on various renovation
options
Peggy Twohig; Steve Garry Reeder Email Entitled “Feedback About | 12-07-12

Antonakes; Patrice
Ficklin; David
Silberman; Gail
Hillebrand; Kent
Markus; Zixta
Martinez; Camille
Busette; Jesse Leary;
Paul Sanford;, Meredith
Fuchs, Kelly Cochran

Construction Phasing Options”
commenting on a variety of
renovation options
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| Peggy Twohig; Garry
Reeder; Patrice Ficklin;
David Silberman: Gail
Hillebrand; Kent
Markus; Zixta
Martinez; Camille
Busette; Jesse Leary;
Paul Sanford; Meredith
Fuchs, Kelly Cochran

Steve Antonakes

Chain Email Response with
comments on Construction
Phasing Options

12-07-12

Pepggy Twohig; Steve
Antonakes; Patrice
Ficklin; David
Silberman; Gail
Hillebrand; Kent
Markus; Zixta
Martinez; Camille
Busctte; Jesse Leary;
Paul Sanford; Garry
Reeder; Kelly Cochran

Meredith Fuchs

Chain Email Responsc with
comments on Construction
Phasing Options

12-07-12

Pegey Twohig; Steve
Antonakes; Patrice
Ficklin; David
Silberman; Gail
Hillebrand; Kent
Markus; Zixta
Martinez; Camille
Busette; Jessc Leary;
Paul Sanford; Meredith
Fuchs; Kelly Cochran

Garry Reeder

Chain Email Response with
comments on Construction
Phasing Options

12-07-12

Garry Reeder; Steve
Antonakes; Patrice
Ficklin; David
Silberman; Gail
Hillebrand; Kent
Markus; Zixta
Martinez; Camille
Busette; Jesse Leary:
Paul Sanford; Meredith
Fuchs; Kelly Cochran

Peggy Twohig

Chain Email Responsc with
comments on Construction
Phasing Options

12-08-12

Peggy Twohig; Steve
Antonakes; Patrice
Ficklin; David
Silberman; Gail
Hillebrand; Kent
Markus; Zixta

Camille Busettc

Chain Email Response with
commients on Construction
Phasing Options

12-09-12
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Martinez; Garry
Reeder; Jesse Leary;
Paul Sanford; Meredith
Fuchs; Kelly Cochran

Peggy Twohig; Steve
Antonakes; Patrice
Ficklin; David
Silberman; Gail
Hillebrand; Garry
Reeder; Zixta
Martinez; Camille
Busette; Jesse Leary;
Paul Sanford; Meredith
Fuchs; Kelly Cochran

Kent Markus

Chain Email Response with
comments on Construction
Phasing Options

12-09-12

Peggy Twohig; Steve
Antonakes; Patrice
Ficklin; Garry Reeder;
Gail Hillebrand; Kent
Markus; Zixta
Martinez; Camille
Busette; Jesse Leary,
Paul Sanford; Meredith
Fuchs; Kelly Cochran

David Silberman

Chain Email Response with
comments on Construction
Phasing Options

12-09-12

Peggy Twohig; Steve
Antonakes; Patrice
Ficklin; David
Silberiman; Gail
Hillebrand; Kent
Markus; Zixta
Martinez; Camille
Busette; Jesse Leary;
Garry Reeder; Meredith
Fuchs; Kelly Cochran

Paul Sanford

Chain Email Response with
comments on Construction
Phasing Options

12-09-12

Peggy Twohig; Steve
Antonakes; Patrice
Ficklin; David
Silberman; Garry
Reeder; Kent Markus;
Zixta Martinez;
Camille Busette; Jesse
Leary; Paul Sanford;
Meredith Fuchs; Kelly
Cochran

Gail Hillebrand

Chain Email Response with
comments on Construction
Phasing Options

12-10-12

Peggy Twohig, Garry
Reeder; Patrice Ficklin;

Steve Antonakes

Chain Email Response with
comments on Construction

12-10-12
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David Silberman; Gail
Hillebrand; Kent
Markus; Zixta
Martinez; Camille
Buscttc; Jesse Leary;
Paul Sanford; Meredith
Fuchs; Kelly Cochran

Phasing Options

Peggy Twohig; Steve
Antonakes; Patrice
Ficklin; David
Silberman; Gail
Hillebrand; Kent
Markus; Zixta
Martinez; Camille
Busettc; Jesse Leary;
Paul Sanford; Meredith
Fuchs; Kelly Cochran

Garry Reeder

Email Entitled “Feedback About
Construction Phasing Options”
Commenting on a varicty of

constructions phasing options that
need feedback

12-07-12

Peggy Twohig; Garry
Recdcr; Patrice Ficklin;
David Silberman; Gail
Hillebrand; Kent
Markus; Zixta
Martinez; Camille
Busette; Jesse Leary,
Paul Sanford; Meredith
Fuch;, Kelly Cochran

Steve Anfonakes

Chain Email Response with
comments on Construction
Phasing Options

12-07-12

Peggy Twohig; Steve
Antonakes; Patrice
Ficklin; David
Silberman; Gail
Hillebrand; Kent
Markus; Zixta
Martinez; Camille
Busette; Jesse Leary;
Paul Sanford; Garry
Reeder; Kelly Cochran

Meredith Fuchs

Chain Email Response with
comments on Construction
Phasing Options

12-07-12

Peggy Twohig; Steve
Antonakes; Patrice
Ficklin; David
Silberman; Gail
Hillebrand; Kent
Markus; Zixta
Martinez; Camille
Busctte; Jesse Leary;
Paul Sanford; Meredith

Garry Reeder

Chain Email Responsc with
comments on Construction
Phasing Options

12-07-12
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Fuchs; Kelly Cochran

Garry Reeder; Steve
Antonakes; Patrice
Ficklin; David
Silberman; Gail
Hillebrand; Kent
Markus; Zixta
Martincz; Camille
Buseite; Jesse Leary;
Paul Sanford; Meredith
Fuchs; Kelly Cochran

Pegpy Twohig

| Chain Email Response with

comments on Construction
Phasing Options

12-08-12

Peggy Twohig, Steve
Antonakes; Patrice
Ficklin; Dawvid
Silberman; Gail
Hillebrand; Kent
Markus; Zixta
Martinez; Garry
Reeder; Jesse Leary;
Paul Sanford; Mercdith
Fuchs; Kelly Cochran

Camille Busctte

Chain Email Response with
comments on Construction
Phasing Options

12-09-12

Peggy Twohig; Steve
Antonakes; Patrice
Ficklin; David
Silberman; Gail
Hillebrand; Garry
Reeder; Zixta Martinez;
Camille Busette; Jesse
Lcary; Paul Sanford;
Meredith Fuchs; Kelly
Cochran

Kent Markus

Chain Email Response with
comments on Construction
Phasing Options

12-09-12

Peggy Twohig; Steve
Antonakes; Patrice
Ficklin; Garry Reeder;
Gail Hillebrand; Kent
Markus; Zixta
Martinez; Camille
Busette; Jesse Leary;
Paul Sanford; Meredith
Fuchs; Kelly Cochran

David Silberman

Chain Email Response with
comments on Construction
Phasing Options

12-09-12

Peggy Twohig; Steve
Antonakes; Patrice
Ficklin; David
Silberman; Gail
Hillebrand; Kent

Paul Sanford

Chain Emai! Response with
comments on Construction
Phasing Options

12-10-12
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Markus; Zixta
Martinez; Camille
Busette; Jesse Leary;
Garry Reeder; Meredith
Fuchs; Kelly Cochran

Peggy Twohig; Steve
Antonakes; Patrice
Ficklin; David
Silberman; Garry
Reeder; Kent Markus;
Zixta Martinez;
Camille Busettc; Jesse
Leary; Paul Sanford;
Meredith Fuchs; Kelly
Cochran

Gail Hillebrand

Chain Email Response with
comments on Construction
Phasing Options

12-10-12

Peggy Twohig; Steve
Antonakes; Patrice
Ficklin; David
Silberman; Gail
Hillebrand; Kent
Markus; Zixta
Martinez; Camille
Busette; Jesse Leary;
Paul Sanford; Garry
Reeder; Kelly Cochran

Meredith Fuchs

Chain Email Response with
comments on Construction
Phasing Options

12-10-12

Peggy Twohig; Steve
Antonakes; Patrice
Ficklin; David
Silberman; Gail
Hillebrand; Kent
Markus; Zixta
Martinez; Camille
Busette; Jesse Leary;
Paul Sanford; Mercdith
Fuchs; Kelly Cochran

Garry Reeder

Email Entitled “Feedback About
Construction Phasing Options”
Commenting on a variety of
constructions phasing options that
nced feedback

12-07-12

Peggy Twohig;, Garry
Reeder; Patrice Ficklin;
David Silberman; Gail
Hillebrand; Kent
Markus; Zixta
Martinez; Camille
Busette; Jesse Leary;
Paul Sanford; Meredith
Fuchs; Kelly Cochran

Steve Antonakes

Chain Email Response with
comments on Construction
Phasing Options

12-07-12

Peggy Twohig; Steve

Meredith Fuchs

Chain Email Response with

12-07-12
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Antonakes; Patrice
Ficklin; David
Silberman; Gail
Hillebrand; Kent
Markus; Zixta
Martinez; Camille
Busette; Jesse Leary;
Paul Sanford; Garry
Reeder; Kelly Cochran

comments on Construction
Phasing Opftions

Peggy Twohig, Steve
Antonakes; Patrice
Ficklin; David
Silberman; Gail
Hillebrand; Xent
Markus; Zixta
Martinez; Camille
Busette; Jesse Leary;
Paul Sanford; Mecredith
Fuchs; Kelly Cochran

Garry Reeder

Chain Email Response with
comuments on Construction
Phasing Options

[2-08-12

Garry Reeder; Steve
Antonakes; Patrice
Ficklin; Dawvid
Silberman; Gail
Hillcbrand; Kent
Markus; Zixta
Martinez; Camille
Busette; Jesse Leary;
Paul Sanford; Meredith
Fuchs; Kelly Cochran

Peggy Twohig

Chain Email Response with
comments on Construction
Phasing Options

12-08-12

Peggy Twohig; Steve
Antonakes; Patrice
Ficklin; David
Silberman; Gail
Hillebrand; Kent
Markus; Zixta
Martinez; Camille
Busette; Jesse Leary;
Paul Sanford; Meredith
Fuchs; Kelly Cochran

Garry Reeder

Chain Email Response with
comments on Construction
Phasing Options

12-10-12

Peggy Twohig; Steve
Antonakes; Patrice
Ficklin; David
Silberman; Gail
Hillebrand; Kent
Markus; Zixta

Garry Reeder

Chain Email Response with
comments on Construction
Phasing Options

12-07-12
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Martinez; Camille
Busette; Jesse Leary;
Paul Sanford; Meredith
Fuchs; Kclly Cochran

Peggy Twohig; Garry Steve Anfonakes Chain Emall Response with 12-07-12

Reeder; Patrice Ficklin; comments on Construction

David Silberman; Gail Phasing Options

Hillebrand; Kent

Markus; Zixta

Martinez; Camille

Busette; Jesse Leary;

Paul Sanford; Mercdith

Fuchs; Kelly Cochran

Steve Antonakes Peggy Twohig Chain Email Response with 12-07-12
comments on Construction
Phasing Options

Peggy Twohig Steve Antonakes Chain Email Response with 12-07-12
comments on Construction
Phasing Options

Richard Cordray Suzanne Tosini; Victor | Draft memo “ Occupancy 12-18-12

Prince Agreement ”
Richard Cordray Suzanne Tosini; Victor | Draft memo “Renovation of the 12-18-12

Prince

CFPB Headquarters Building”




JEB HENSARLING, TX , CHAIRMAN Unlted States House of MAXINE WATERS, CA, RANKING MEMBER
Representatives
Committee on

FFinancial Services
2129 Rayburn House
Office Building

Washington, D.C. 2051b

July 24, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

As you know, the Subcommittee on Oversight and Investigations of the Financial Services
Committee has been investigaling allegations of discrimination and retaliation at the
Consumer Financial Protection Bureau. To date, we have heard from three Bureau
employee whistleblowers and an independent investigator who have testified regarding
widespread mistreatment of employees at your agency and a toxic management culture. In
addition, we heard testimony from a union official and your chief labor relations officer,
both of whom appeared pursuant to subpoena.

On April 15, you sent me a letter stating:

At this point, 1 stand prepared to come before the Subcommittee at your
carliest convenience and answer questions that you and your colleagucs may
have about these matters. As the Director of the Consumer Bureau, I am
ultimately responsible for its management and | welcome discussion of these
issues.

In fight of your request to testify regarding these deeply troubling issues, Committee staff
contacted your legislative affairs staff on Wednesday, July 15, to ascertain your availability
to appear before our Subcommittee on July 28, 29, or 30. We were informed that you
would not be available because staff would have insufficient time to brief you prior to the
hearing, and were specifically informed that you could not testify on July 30 due to prior
obligations to attend unspecified "external meetings.”

Mr. Director, with all due respect, discrimination and retaliation by your managers against
Bureau employees require your prompt and serious attention, and should take precedence
over other commitments. Delaying this hearing until September, as your legislative affairs
staff insists, would countenance the continued suffering of employees on your watch. 1



therefore formally request that you provide the Subcommittee in writing, no later than
5:00pm today, Thursday, July 24, your commitment to appear at a Subcommittee hearing to
explore these allegations on Wednesday, July 30, at 10:30 am.

2 a
bmcelel'y,-

= RIEREE.

M? Afc
PATRICK McHENRY
Chairman

Subcommitiee on Oversight
and Investigations

cc: The Honorable Al Green, Ranking Member
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Uhaslinglon, ¢ 0515

July 29, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Divector Cordray,

We write to you today regarding the recent United States Supreme Cowrt decision in
National Labor Relations Board (“NLRB”) v. Noel Canning,! a unanimous decision striking
down President Obama’s use of the Recess Appointment Clause? to appoint individuals to
independent agency positions. On January 4, 2012, the President gave you a recess
appointment to be Director of the Conswumer Ifinancial Protection Bureau (“CEFTPB” or
“Bureau”™}, This action was taken on the same day and in the same manner as the NLRB
nontinees in Canning.® Further, the CFPDB, like the NLRB, is as an independent agency of
the Federal government. For these reasons, the Supreme Court’s decision in Canning could
determine the cutcome of decisions made by you during your 2012-2013 tenure at the
CFPB.

The Dodd-I'rank Wall Street Reform and Conswiner Protection Act (Pub. L. 111-203)
transferred primary consumer financial protection authority historically held by Federal
banking regulators to the CIFPB. Specifically, it transferred authority over 18 consumer
financial laws and supervisory powers over large insured depository institutions, However,
Dodd-Frank also bestowed upon the CIFI’B newly established powers such as supervision
over non-bank entities,* research and market monitoring authority,” and authorty to
prevent unfair, deceptive, or abusive acts or practices.? Since its creation, the CFPB has
been very active in exercising both its transferred and newly established powers. As a
result of the Canning decision, two primary legal questions now exist regarding the
authority used to carry out many of these actions,

I National Labor Relations Board v. Noel Canning, 573 U.8. __ (2014,

211.8. Const,, art. [1, §2,cl

1 See “President Obama announces recess appointments to key administration posts”, White House Press Release (January |,
2012}, available at heop-fowew swhntehouss povdhe pics-ad D csBE20 A 1 esilend -l e es 7o s s -a e 0 L erils-

Loyttt s s,

1 See Dodd-Frank Sec. 1024.
 See Dodd-Frank Sce. 1013¢b)(1).
4 See Dodd-Vrank See. 10831,

FRIE TG Ao d ok i



IFirst, CIPD actions taken during the time of your unconstitutional recess appointment may
be invalid. The Constitution’s Recess Appointment Clause authorizes the President 1o fill
up all Vacancies that may happen during the Recess of the Senate.,” Such appointments
allow the President to temporarily fill key subordinate positions when the Senate is not in
session to ensure the proper functioning of government. In your ecase, if a constitutional
recess appommtment was made then you would have been authorized to utibize all CFPR
powers until the end of the next session of the Senate, nomination by the President, or
confirmation by the Senate. In Canning, the Court held that President Obama violated the
Constitution’s Recess Appointment Clause when he made three recess appointments to the
NLRB board when the Senate was not in recess. 7 As noted above, your recess appointient
was made on the same day and in the same manner as the NLRB appointees in Canning.
The Court’s deeision raises questions as to whether you had authority to exercise CFPB
powers as a reeess appointee between January 4, 2012 and July 16, 2013,

Second, your ratification of past CFPI3 actions taken during your 2011-20138 tenure also
may be invalid, The Senate confirmed you as CIFPRB Director on July 16, 2013, On August
30, 2013 you published a Notice of Ratification in the Federal Register. ¥ However, it
remains unclear whether you had ratification authority. In Federal Flection Com'n v. NRA
Political Victory Fund, the Supreme Court noted that in order to exercise ratification
authority “it is essential that the party ratifying should be able not merely to do the act
ratified at the time the act was done, hut also at the time the ratification was made.”! In
2010, Congress vested the Bureau with power to regulate, supervise, and enforce activities
in the consumer financial market place. These authorities could be exercised by a Senate-
confirmed director, a constitutional recess appointee, or the Treasury Secretary or his
designee exercisiag narrow interim authority. At no time between July 17, 2011 and July
16, 2013 did you serve as a Senate-confirmed director, a constitutional vecess appointee, or
an official designee of the Treasury Secretary.!'1213 Ag a result, there remains serious
doubt as to your authority to ratify actions that took place during that time period.

T Noel Canning, 573 U.S. at 41, “[...] the Recess Appointments Clause does not give the President constitutional authovity to
make the appointments here at issue.”

# You were nominated 1o be CFPB Director on July 17, 2011,

9 Natice of Ratification, 79 Fed. Reg. 33731 (2013},

10 See Federal Election Com'n v. NRA Political Victory Fund, 313 U.S. 88, 98 (1994) (greoting Cook v. Tullis, 18 Wall. 332, 338
{18743},

H See “President Obana names Elizabeth Wareen Assistant to the Prosident and Special Advisor (o the Secretary of the
Treasury on the Consumer Financial Protection Bureaw”, White House Press Release (September 17, 20103, available at
Hlp s e Sal=e e e prees ol cA2E TR T T ne et -cha s e Do leows e eastant o oresisie a Laned-

P TUN IS

12 See “Treasury Dapartment announces plans for leadership transition at the Consumer Financial Proteetion Burcau”
Treasury Press Release (luly 26, 2011), available at hoip idwe s trensgry gov pross-ron g RS I TG EE BTSN EE
3 Between July 17, 2011 and July 16, 2013, Secretary Geithner never officially authorized Richard Cordray to act on his
behalf, or otherwise serve as a representative of the Treasury Department.

2




In the absence of a confirmed director or a constitutional recess appointee, some have
suggested that the I'veasury Secretary or his designee was authorized to take action for the
CFPDB. Congress contemplated a potential delay in the nomination and confirmation of a
new director. Secc. 1066 of the Dodd-Frank Act grants the Treasury Secretary interim
authority to perform functions of the Bureau in the event that a director has not been
confirmed by the Senate. However, Sec. 1066(a) expressly limits the functions the Treasury
Secretary may perform to those powers enumerated in Subtitle F of Dodd-Frank, Title X.
Subtitle F concerns those powers transferred from the seven “transfer” agencies.’ Sce.
1066 does not authorize the Treasury Secrctary to perform actions under the Bureau’s
newly established powers. For example, on July 17, 2012, the Bureau filed its first
enforcement action alleging violation of Dodd-Frank Sec. 1031, which prohibits unfair,
deceptive, or abusive acts or practices, See, 1031 is a newly established authority and
would not be enforceable by the Treasury Sceretary, or his designee. As a result, all
Bureau aclions taken by the Treasury Secrctary, or his designees, between July 21, 201015
and July 16, 2013 that are not derivative of Dodd-Frank, Title X, Subtitle I authorities also

may he invalid,

As the Chairman and Ranking Member of the Committees of jurisdiction, it is incumbent
upon us to gel a complete and proper accounting of the CFPB’s exposure to legal challenges.
Further, it is necessary to understand how past Bureau regulations and actions may be
affected by the Canning decision. For these reasons, we respectfully request the following:

¢ A full accounting of all CTFPB actions taken between January 4, 2012 and July 16,
2013 that are not derivative of Dodd-¥rank, Title X, Subtitle I' authoritics,

e Any and all documents, communications and analyses, undertaken by CEFPDB officials
and/or outside counsel related to the validity or standing of CFPI actions taken
between January 4, 2012 and July 16, 2013 that are not derivative of Dodd-Trank,
Title X, Subtitle F authorities.

e Any and all documents, communications and analyses, undertaken by CIFP’B officials
and/or outside counsel authorities justifying the CFPB’s authority and your standing
to ratify past Bureau actions.

* Any and all documents, communications and analyses, undertaken by CI'PB officials
and/or outside counsel related to the impact of Canning on the effective dates for all
regulations promulgated by the CI'PB between January 4, 2012 and July 16, 2013,

L See CRS Heport R73700, Limitations on tie Seevetary of the Treasury's Authority to Fxercise the Parvers of the Bureau of
Consumer Finanelal Protection, by Dovid T1 Carpenter, pp. 3-5.
13 The Treasury Secrctary’s Sec, 1066 authority became effective on Dodd-Frank's date ol enactment.

3



Please submit all responsive documents and materials to our Commitiees by Monday,
September I, 2014, Should you have any questions, piease contact Brian Johnson from
Chairman Hensarling's staff at (202) 226-3806, or Jared Sawyer from Ranking Member

Crapo’s staff at (202) 224-9209,

Sincerely,

f
/V)’ s 1/«\
\Heb Heﬁsarlmgj ':_\
Chairman '

House Committee on Financial Services

. .<

- s AV & f,f L, a ) j
Y Ik

Mike Crapo

Ranking Membeyr

Senate Committee on Banking,
Housing, and Urban Affairs

e The Honorable Tim Johnson, Chairman, Senate Committee on Banking, TTousing,

and Urban Affairs

The Honorable Maxine Waters, Ranking Member, House Committee on Financial

Services
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Congress of the nited States

House of Depresentatiues
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lashmgion, D 7051343
July 29, 2014

The Honorable Jacob Lew

Chairman

Financtal Stability Oversight Council
1560 Pennsylvania Avenue NW
Washington, DC 2022()

Dear Chairman Lew:

| am writing with regard to the Financial Stability Oversight Council’s (the ~Council™) process
for identitying and designating non-bank financial companies as systemically important.

I strongly support the Council. and I believe that its mission of identilying. monitoring, and
mitigating risks to financial stability is critical to preventing another financial crisis. While
Congress provided the Council with a number of tools to address systemic risks, the most
significant tool at the Council’s disposal is its authority to designate particular non-bank
financial companies as systemically important:. once so designated. the financial company 1s
subject to Federal Reserve supervision, as well as enhanced prudential standards.

Because designating a financial company as systemically important 1s so consequential for the
company, it 1s critical that the designation process be as robust and transparent as possible. In
designing the destgnation process, the Council — to its credit — went through a lengthy
rulemaking process that included three separate public comment periods. This public rulemaking
was entirely voluntary. and 1 applaud the Council for its decision to actively engage with the
public In creating its designation process. As a result, the final rule and interpretive guidance
governing the Council’s designation process for non-bank financial companies creates a clear,
three-stage process that is designed to balance the industry’s desire for transparency and
predictability with the Council’s need to maintain flexibility in identifying and mitigating
systemic tisks.

While well-intentioned, | am concerned that the Council’s designation process has, in practice,
created needless uncertamnty for companics that are under consideration for designation as
systemically important. To that end, [ believe there are four improvements that the Council
should make to ensure that the designation process is as robust, fair. and transparent to the
companies under consideration as possible,

First. [ believe that the Council should provide notice to companies that they are in Stage 2.
cither atfirmatively or upon request. While most compantes will be able to apply the simple



quantitative thresholds described in the final ruie to determine if they have automatically
advanced to Stage 2, this will not be the case for all companies — the Council expressly reserved
the right in the final rule to advance a company to Stage 2 even if it does nor meet the automatic
quantitative thresholds. This reservation of authority necessarily creates uncertainty for
companies that don’t meet the automatic quantitative thresholds, because unlike companies that
do meet the antomatic quantitative thresholds, they have no way of knowing whether they have
advanced to Stage 2.

Second, the Councii should begin its engagement with a company that is under consideration
once the company has advanced to Stage 2, rather than waiting until Stage 3. Even though the
Council 1s only analyzing existing public information about the company in Stage 2, important
misconceptions can form if the Council’s analysis of this public information is inaccurate or
incomplete. The easiest way to avoid these misconceptions is to engage with companies in Stage
2. Further, because the Stage 2 analysis is based on public information, the Council could also
share its analysis, as well as the public documents reviewed, with the company when it votes 1o
advance the company to Stage 3. This should not raise significant confidentiality concerns, if the
analysis is based on existing public and regulatory information, and is only shared with the
company.

Third, when the Council provides a company with notice that it has advanced to Stage 3, the
Council should, to the extent feasible, identify the particular issues that the Council believes
merit further review in order to determine whether the company is systemically important. Some
companies operate in many different markets, and perform many different roles in these markets.
Without some indication of the areas that are of interest to the Council, these companies will
have no way of knowing which of their diverse business lines the Council is examining — and
thus will not know what kind of information to submit to the Council to aid its analysis.

Finally, once the Council votes on a proposed designation for a particular company, [ believe
that the Council should adopt a policy of automatically granting an oral hearing to the company
upen request. Despite requests for such a policy from commenters, the Council’s final Hearing
Procedures did not incorporate this right to an oral hearing upon request. citing the statutory
tanguage that grants the Council discretion to grant or deny an oral hearing after a proposed
designation. Whilc I recognize that the Council technically has the authority to deny an oral
hearing under the statuie, I believe that the Council would be better served by adopting a formal
policy of granting an oral hearing to any company that requests one. Such a formal policy would
demenstrate the Council’s commitment to fairness in the designation process, and would protect
the Council from charges of favoritism by removing the opportunity for disparate treatment of
companies under consideration for designation.

I am strongly supportive of the Council’s efforts to create a fair, thorough, and transparent
designation process for non-bank financial companies. I understand that creating such a process
requires the Council to strike a careful balance between transparency and flexibility, and that
certain aspects of the designation process must, by necessity, remain confidential in order to
protect the integrity of the Council’s work.



As the Council considers ways to improve the destgnation process tor non-bank financial
companies, [ respectfully urge the Council to consider the changes outline in this letter. I believe
that these modest changes would improve the designation process without undermining the
Council’s ability to identify, monitor, and mitigate systemic risks.

//IL /A M %/L,é{,

rol{n B. Maloney !
Ranking Member :
Subcommittee on Capital Markets and
Government Sponsored [interprises

Sincerely,

7
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Congress of the nited States
MHouse of Representatiyes

dWasinnagton, DE 20315 0918

July 30, 2014

The Honorable Jacob J. L.ew, Secretary
U.S. Department of the Treasury

The Honorable Mary Jo White, Chair
1J.S. Securities and Exchange Commission

The Honerable Richard Cordray, Director
Consumer Financial Protection Bureau

The Honorable Timothy G. Massad,
Chairman

U.S. Commodity Futures Irading
Commission

The Honorable Debbie Matz, Chairman
National Credit Union Administration

The Honorable Fanet Yellen, Chair
Board of Governors of the Federal Reserve
System

The Honorable Thomas J. Curry,
Comptroller of the Currency
Office of the Comptroller of the Currency

The Honorable Martin J, Gruenberg,
Chairman
Federal Deposit Insurance Corporation

The Flonorable Melvin I.. Watt, Director
Federal Housing Finance Agency

The Honorable S. Roy Woodali, Jr.,
Independent Member
Financial Stability Oversight Council

Dear voting members of the Financial Stability Oversight Council:

[ write regarding the Financial Stability Oversight Council’s (FSOC’s) consideration of non-
bank firms for a possible determination as systemically important nonbank financial institutions
(SIFD). A recent article suggests that the FSOC is nearing a decision on whether to designate
MetLife as a SIFI', As a Member of Congress who shares FSOC’s commitment to preserving
faith in the designation process, I believe that epenness and accessibility strengthens that trust.
To that end, the FSOC voting members should make every reasonable effort to meet with
representatives of firms priot to voting on a notice of proposed designation of a potential non-

bank SIFI1,

'an Katz and Robert Schmidt, “MetLife Designation as Systemically Important Expected Soon,” Bloomberg, (July

23, 2014).




To achieve its mission to identify risks and potential emerging threats to the financial stability of’
the United States, which T strongly support, the FSOC should conduct its own risk analysis with
respecl 1o any company under consideration for a proposed SIFI determination. To complement
this work, I belicve that FSOC should provide a company in the designation process with a
meaningful opportunity to meet to respond to and comment on the materials under consideration
prior to rendering a determination. I do not believe that simply reviewing {iles to identify
perceived shortcomings in the evidence submitted by a company is sufficient. A meeting would
aid the FSOC in reaching a reasoned decision. Further, it would inject a greater sense of
transparency and due process to the work of the FSOC. By substantiating its conclusions that a
company poscs a material threat to the stability of the U.S. financial system and giving the
company under consideration the ability to respond in a face-to-face meeting, the FSOC would
silence critics who claim that the designation process is arbilrary and opaque. [ appreciate the
consideration of this request.

Sincerely,

Patrick E. MurpW

MEMBER OF CONGRESS



JEB HENSARLING, TX , CHAIRMAN Emtfd ‘%tatrs 1:10115£ DI-‘ REpFESEﬂtﬂtiDES MAXINE WATERS, CA, RANKING MEMBER

@ ommittee on Financial Serbices

2129 Rauburn Aouse Office Building
MWashington, B2.€. 20515

July 30, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

This 1s 1n response to the Consumer Financial Protection Bureau’s (“CFPB’s”) letter dated June 17, 2014,
responding to the Committee on Financial Services’ April 17, 2014 request to produce certain records
relating to three CFPB employees. In its June 17 response, the CFPB did not produce the records as
requested by the Committee and instead offered to provide a briefing and in camera review of the
requested decuments, citing purported “obligations to protect employee privacy.”

I respectfully insist that the CFPB produce all responsive records without further delay. Congress’s
oversight authority derives from the grant of legislative power contained within Article I of the U.S.
Constitution, and the House of Representatives has delegated that authority to this Committee on
matters relating to financial services.! The CFPB has not stated a legal interest that might conceivably
gualify the Committee’s right to request and receive the records in question.

The Committee is unable to accept the CFPB's offer of in camera review given that the documents are not
subject to a valid confidentiality interest. Moreover, to the extent that the Committee has participated in
in camera reviews in other matters, it participated in such reviews as an accommodation to the CFPB
without waiving its right to obtain custody and control of records in other cases.

Please work with the Financial Services Committee staff to immediately provide the requested records. If
vou have questions regarding this request, please contact Joseph Clark of Committee staff at (202) 225-

7502.
y :ZL M

PATRICK McHENRY
Chairman

Subcommittee on Oversight
and Investigations

Sincere

s

cc: The Honorable Al Green, Ranking Member

1 Rules of the House of Representatives, 113 Cong., Rule X.
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July 31, 2014

The Honorable Richard Cordray
Dircctor

Federal Deposit Insurance Corporation
1700 G Street, NW

Washington, DC 20552

Dear Voting Members of the Financial Stability Oversight Council:

| am writing to you in your capacity as voting members of the Financial Stability
Oversight Council (*“FSOC™) regarding the FSOC’s consideration of MetLife Inc. (“MetLife™)
for a possible proposed determination as a systemically important nonbank financial institution
(“SIFI”) pursuant to Section 113 of the Dodd-Frank Wall Strect Reform and Consumer
Protection Act (“Dodd-Frank Act™). It appears that the FSOC members are ncaring a decision on
whether to issue a proposed determination of MetLife as a SIF1. See lan Katz and Robert
Schmidt, MetLife Designation as Systematically important Expected Soon, Bloomberg (July 23,
2014). Tam informed that MetLife has requested an in-person meeting with the voting members
of the FSOC on more than on¢ occasion to discuss its consideration pursuant to Section 113. 1
urge vou to grant MetLife's request before a decision is made on a proposed determination.

Several reasons underlie my request. As the voting members of the FSOC, you are
charged with the responsibility to 1dentify existing risks and potential emerging threats to the
tinancial stability of the United States. Providing a company under consideration with a forum
to engage directly with FSOC members prior to rendering a proposed determination decision
would provide the FSOC with crucial information necessary to make the most appropriate
determination. This action would also further the goals of transparency and due process.

As an additional matter, [ remain concerned by the FSOC's contention that it 1s not
subject to the transparency and good government protocols set forth in the Sunshine Act. It is my
understanding that the FSOC contends that the Council’s voting members serve on the FSOC in
an “cx officio™ capacity from their primary roles as Presidentially-Appointed, Senate confirmed
heads of their respective regulatory agencies. This rationale is absurd given the tact that Title [ of
the Dodd-Frank Act scts forth specific statutory responsibilities for the Secretary of the Treasury
to fulfill in his capacity on the FSOC. Furthermore, one of the FSOC’s voting members is a
Presidentially-Appointed, Scnate confirmed expert on the business of insurance who lacks any
additional regulatory responsibilitics independent of his FSOC duties. As you know, [ am an
aggressive champion of transparency in government and I intend to pursue this issue further.



In conclusion, I commend to your attention comments made last week in a hearing before
the House Financial Services Committee on “Assessing the [mpact of the Dodd-Frank Act Four
Years Later” by former House Financial Services Committee Chairman Barney Frank. At that
hearing, Chairman Frank rcepcatedly noted that he does not believe insurance companies focused
on sclling insurancc pose the level of systemic risk that would warrant SIFI designation, Whilce |
do not seck to influence the FSOC’s decision with respect to any company, [ do want to make
sure that cach decision 1s the result of a transparent, procedurally correct process designed to
ensure that the FSOC is fully informed before making a determination. [ urge you to permit
MetLife an opportunity to meet with FSOC voting members in advance of a decision on a notice
of proposed designation and [ strongly advise the FSOC to reconsider its position on its supposed
cxemption from the Sunshine Act.

Respectfully,

=P D

Scan P. Dufly
Member of Congress
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August 27, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protlection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray,

On July 30, 2014, the Subcommittee on Oversight and Investigations held its fourth
hearing examining racial and gender discrimination allegations at the Consumer Financial
Protection Bureau (“Bureau”}.! During the hearing, you indicated your commitment to
respond in full to the following questions and records? requests:

1. Has any job applicant ever been disqualified from a job al the Bureau because he or
she did not “believe in the mission” of the Bureau??

2. Have any Burcau employees cever interviewed any candidates for a position at the
Bureau before a job announcement was formally posted?

3. Has any Bureau employee or confractor ever written a job description for a position
into which he or she was then directly hired?®

4. How many other federal agencies offer blanket indemnity policies for managers and
supervisors, such as the Interim Indemnification Policy offered at the Bureau?®

5. Does the Inspector General of the Board of Governors of the Federal Reserve System
have independent access to Bureau e-mail servers?’

l Subemte. on Oversight & Investigations, Cmte. on Financial Services, Hearing entitled “Allegations
of Discrimination and Retaliation and the CFPB Management Culture,” 113% Cong., 27! Session,
(hereinafter “Hearing Transcript™).

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

3 Hearing Transcripl, supra note 1, at 20. The Committee has been informed that certain Bureau
managers use or have used the phrase “doesn’t believe in the mission” to disqualify applicants on the
basis of known or pereeived political affiliation. In responding to this question, please document
each instance in which the phrase or similar phrases have been used during the consideration of any
applicant for employment with the Bureau.,

tId. at 20-21.

5Id. at 21.

6 Il at 29; CONSUMER FINANCIAL PROTECTION BUREALU, Inferim Indemnification Policy, (April 22,
2014), available at http://s3.documentcloud.org/documents/1208286/indemnification-policy-interim-
2.pdf,(hereinafter “Interim Indemnification Policy”).

7Id. at 39-40.
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6. How many managers and/or supervisors have been indemnified under the Bureau’s
Interim Indemnification Policy, and how much money has the Bureau spent to date
reimbursing these employees as a result of the Indemnification Policy?8

i,

iii.

The Interim Indemnification Policy states that “[t]he Burcau will only
reimburse for “reasonable” attorney fees, and has discretion to determine
what hourly rates and total hours are reasonable under the circumstances.”™
Please provide: (1) a full explanation justifying the reasonableness of all
reimbursements made to date under this policy, and (2) all records pertaining
to each and every Burcau determination that a reimbursement made under
this policy was either reasonable or unreasonable.

The Interim Indemnification Policy states that “|t]he Bureau will not
reimburse for attorney fees incurred obtaining advice and representation that
could have been provided by the Legal Division.”? Please provide all records
pertaining to each and every Bureau determination that a reimbursement for
attorney fees under this policy either could or could not be made because
advice or representation either could or could not have been provided by the
Legal Division.

The Interim Indemnification Palicy states that “[t]he Bureau will not
reimburse for attorney fees and expenses when the employee’s actions that
resulted in the claim were outside the scope ol employment.”!t Please
provide all records pertaining to each and every Burcau dctermination that a
reimbursement for attorney fees under this policy either could or could not be
made because the employee’s actions that resulted in the claim were either
outside or within the scope of employment.

The Interim Indemnification Policy states that “[t|he Bureau will not
reimburse for attorney fees and expenses when the event giving rise to the
claim was the result of gross negligence.”'? Please provide all records
pertaining to each and every Bureau determination that a reimbursement for
attorney fees under this policy either could or could not be made because the
event giving rise to the claim either was or was not the result of gross

The Interim Indemnification Policy states that “[t]he Bureau will not

reimburse for fees when the employee’s defense will likely require taking a
legal position that is adverse to the legal position taken by the Bureau in a
like or similar proceeding.”* Please provide all records pertaining to each

1v.
negligence.

V.
3 Id. at 20.
¥ Interim Indemnification Policy, supra note 6, at 1.
W id at 1.
11 Jd, at 1.
12 fd. at 1.

1 Id.

at 1.



The Hon. Richard Cordray
August 27, 2014

Page 3

7.

10.

Please

and every Bureau determination that a reimbursement for attorney fees
under this policy either could or could not be made because the employee’s
defense either would or would not likely require taking a legal position
adverse to the legal position taken by the Bureau in a like or similar
proceeding.

Please provide a complete list of the “over 50 promotions of people in the intake
section,” including previous and current titles, effective dates of new employment
and copies of each employee’s Standard Form 50 (SF-50).1¢ In addition, please
specily: (1) how many of these promotions were to a department outside of Intake
and how many were internal promotions in Intake, {2) how many of thesc employces
were promoled Lo a manager position within or outside of the Intake section, and (3)
how many of these promotions were based on performance reviews.

Please provide a list describing attendance of employees within the Bureau’s Intake
department at various employee training events before and after April 2, 2014,

Please produce all records pertaining to an alleged event involving managers in the
Bureau's Office of Consumer Response describing the hiring of a former

congressional stalfer as “doing the party a solid.”'"

Please produce a copy of the contracl between the Bureau and Dcloitte for the audit
work that Deloitte conducted on diversity and inclusion at the Bureau.!®

provide all requested responses and information te all of these outstanding requests

as soon as practicable but no later than September 10, 2014. Any questions regarding this
request should be directed to Joe Gammello of Committee staff at (202) 225-7502,

AT
_,,.S’mce}h'ely,
{

L lehopeltons

/
PATRICK MCHéNRY
Chairman
Subcommittee on Oversight
and Investigations

cc: The TTon, Al Green, Ranking Member

1 Hearing Transcript, supre note 1, at 40.
W Id. at 20,
16 Jd. at 24,
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The Honorable Richard Cordray

Director

Consumer Financtal Profection Burcau

1700 G Street, NW

Washington, D.C, 20552

Dear Director Cordray,

As a member of the Financial Services Commiltee, [ am writing 1o you today regarding tow dollar amount
lending services and {o support the Michigan model of regulation and strong enforcement that protects
consumers. | urge you to consider that any national effort {o protect consumers does not underming or
preempt the good work that the State of Michigan or other states have done to preserve access to credit
while prohibiting predatory practices. 1 strongly believe that the Michigan regulatory system works well
for Michigan and could serve as a sound example as the Bureau develops a workable national consumer
protection maodel.

Specifically, the Michigan model of regulation allows for a $600 per loan maximum, the lender can only
have onec outstanding payday loan per customer, and limits the caps on origination fees. The Michigan
Department of [nsurance and Financial Services (DIFS) provides consumers with a clear, simple-to-
folfow oultline that addresses the major consumer protection points related to payday lending. This
includes reminding consumers about alternative solutions. Lenders urge responsible use of credit and
recognize that payday lending is not a long-term solution to financial problems,

Michigan also took elforls to pro-actively protect consumers by passing legislation that included a state-
contrelled database designed to provide effective real-time enforcement and set limitations on the
transaction dollar amount, the fees charged to consumenrs, and the number of open transactions a
consumer may have at any one time, Licensees in the State of Michigan will perform internet-based
checks on the secure database to verify customer eligibility. To ensure the consuimer's privacy, the
Michigan law imposes strict limitations on the use of the data by anyone accessing the database.

[ urge you to support, nol preempt, the proven regulatory framework that states like Mickigan have
cstablished to protect consumer access to short-term credit.

Thank you in advance for your consideration and I lock forward to your timely response.

Slncel ely,

l-) w
Bill Huizenga

MEMBER OF CONGRESS

PRI T O T UYL e AT 1)



Committee on Financial Services

2129 Rapburn 10use @ffice Building
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September 9, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

The Committee on Finanecial Services (“Committee™ has learned that the Consumer
Financial Protection Bureau (“Bureaun”) has hired an outside firm—Hollowell, Foster &
Herring, P.C. (“Hollowell)—to conduct what appears to be a reinvestigation of certain
claims brought by|{b YE) - ") relating to allegations of retaliation
(hereinafter, [b)6) _ |Reinvestigation”). In view of the Bureau’s settlement with[®®  Jof
all of her prevmusly outstanding claims on June 13, 2014, the Committee is seeking to
understand the purpose and nature of the Reinvestigation. Accordingly, please
provide the Committee with the following no Iater than September 16, 2014:

1. All records! pertaining to the engagement of Hollowell in connection with the[®©® ]
Reinvestigation, including without limitation a copy of the contract entered into
between Hollowell and the Bureau.

2. All records relating to the Bureau’s solicitation of bids for the‘ {b)6)

Reinvestigation, the bids received by the Bureau, the Bureau's evaluation of all such
bids, and the award of the contract for the Reinvestigat-ion to Hollowell.

In addition to the foregoing, please provide narrative responses to the following:

3. Who at the Burcau requested the Reinvestigation?

4. To the extent that the Bureau received multiple bids in connection with the
Reinvestigation, please state, with respect to each entity that was not awarded the
contract for the[®)®) __ |Reinvestigation, why the Bureau did not select such entity.

1 The term “records” means any written, recorded, or graphic matter of any nature whatsecever,
regardless of how recorded or preserved, and whether original or copy.
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If you have any questions regarding this matter, please contact Joe Gammello of Committee
staff at (202) 225-T502.2

%CHENR.

Subcommittee on Oversight and Investigations

cc: The Hon. Al Green, Ranking Member
Mr. Mark Bialek, Inspecior General, Federal Reserve System

2 The Committee will not consider the Bureau’s production as complete until a representative of the
Bureau certifies in writing that the Buregu conducted a search reasonably calculated to locate all
responsive records and that the Bureau produced to the Committee all known responsive records in
its or any agent’s custody or control. In addition, the Bureau’s obligation to produce records is
continuing in nature; if, after tendering the written certification required herein, the Bureau

becomes aware of any responsive record in its or any agent’s custody or control, the record should be
promnptly produced.
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Committee on Financial Services

2120 Rayburn Mouse Office Building
ashington, B.¢. 2055

September 9, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray,

The Committee on Financial Services (“Committee”) has learned that the Consumer
Financial Protection Bureau (“Bureau”) is attempting to identify Bureau employees who
have reported allegations of discrimination, retaliation, and/or mismanagement at the
Bureau to the Committee pursuant to federal whistleblower protection laws. Moreover, the
Bureau is evidently mandating the completion of a questionnaire that would require certain
Bureau employees to disclose whistleblowing communications made to Congress. Such
actions by the Bureau can serve no legitimate purpose and may constitute illegal retaliation
against whistleblowers and obstruct lawful congressional oversight. The Committee will
not tolerate the intimidation of such whistleblowers, the obstruction of the Committee’s
oversight activities, or any other effort to discourage the Bureau’s employees from reporting
malfeasance to the appropriate authorities. The Committee further expects the Bureau to
assiduously comply with federal whistleblower protection laws with respect to all employee-
whistleblowers.!

To allow the Committee to thoroughly investigate these serious matters and thereby fulfill
its oversight responsibilities under the House Rules?, please provide, not later than
September 16, 2014:

(1) Written assurance that the Bureau will immediately suspend all efforts to identify
whistleblowers who have come forward to the Committee;

(2) Written assurance that the Bureau will take no action that could be reasonably
construed as an attempt to intimidate emplovees or prevent them from cooperating
with investigations by the Committee, the Government Accountability Office, the
Federal Reserve Office of Inspector General, the U.S, Office of the Special Counsel,
or the U.S. Commission on Civil Rights; and

1 In addation to prohibiting whistleblower retaliation, Congress has passed criminal prohibitions
against threatening and tampering with persons giving evidence before congressional

investigations. See 18 U.8.C. 1505 (“18 U.S. C.§ 1505 {("Whoever corruptly, or by threats of force, or
by any threatening letter or communication influences, abstruct, or impedes or endeavors to
influence, obstruct, or impede the due and proper administration of the law . . . or the due and proper
exercise of the power of inquiry under which any inquiry or investigation is heing had by either
House, or any committee of either House or any joint committee of the Congress - Shall be fined
under this title, imprisoned not more than 5 years . . . or both.”).

? Rule X, Rules of the House of Representatives, 113th Cong.
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(3) All records?® generated by or in the custody or control of the Bureau’s Office of
General Counsel containing the terms “litigation hold,” “questionnaire,” or
that also contain one or more of the following additional terms:
“1dentity,” “whistleblower,” “Congress,” or “Republican.”

Please contact Joe Gammello of Committee staff at (202) 225-7502 should you have
questions concerning this request.?

Sincerely,

ATRICK McHENRY

Chairman
Subcommittee on Oversight and Investigations

et The Hon. Al Green, Ranking Member
The Hon. Carclyn Lerner, Special Counsel, Office of Special Counsel

The Hon. Gene Dodaro, Comptroller General, Government Accountability Office
Mr. Mark Bialek, Inspector General, Federal Reserve System

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

4 The Committee will not consider the Bureau’s production as complete until a representative of the
Bureau certifies in writing that the Bureau conducted a search reasonably calculated to locate all
responsive records and that the Bureau produced to the Committee all known responsive records in
its or any agent’s custody or control. In addition, the Bureau’s obligation to produce records is
continuing in nature; if, after tendering the written certification required herein, the Bureau
becomes aware of any responsive record in its or any agent’s custody or control, the record should be
promptly produced.
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The Honorable Richard Cordray
Dircctor

Consumer Financial Protection Burcau
1700 G Street NW

Washington, DC 20552

Dear Director Cordray:

[ am writing with rcgard to the Bureaw’s recent report on checking account overdraft practices.'

As the author of HLR. 1261, the Overdraft Protection Act of 2013, [ want to thank you for taking
the time to study this imporiant issue, and to highlight two key findings from the overdraft report
that I believe provide compelling evidence that additional consumer protections from the Burcau

arc necessary.

As you know, some progress has been made in protecting consumers from unfair and abusive
overdrafl fecs. For example, in 2009, the Federal Reserve amended Regulation E to require
consumers to opt-in to overdralt protection for ATM and non-recurring point-of-sale (POS) debit
card transactions. However, as the Bureaw’s report notes, significant problems remain.

In particular, the Burcau’s report provides indisputable evidence that consumers who have not
opted-in to overdralt protection are still paying substantial overdralt {ees, and that financial
institutions are still charging overdrafl fees that are disproportionate to the amount of the
overdratt. That is why 1 hope that the Bureau will take action o address these specilic problenss
by expanding opt-in rules to cheeks and ACH transactions, and by requiring overdraft fees to be
“reasonable and proportional.”

Expand Opt-In Rules to Checks and ACH Transactions

First, the report found that even among consumers who had not “opled-in” to overdraft
protection under the Regulation ¥ rules, overdraft and non-sufficient funds (NSF) fees still
constituted 41 pereent of their total checking account fees. As noted above, the Tederal Reserve’s
2009 amendment to Regulation E required consumers to aflirmatively opt-in to overdraft
protcction before a financial institution can charge a fee for covering an overdrafl, but this rule
only covers ATM and non-recurring POS debit card transactions.

' See Consumer Financial Protection Burcau, Dara Point: Checking Account Overdraft (July 31, 2014).

[Meprar wd o T B Bl s sl ie A s d anney No s gy conbret nns [ IS



The fact that overdraft and NST' fees account for such a large percentage of the total account fees
cven for consumers whoe have not opted-in strongly suggests that the current Regulation E rules
need to be expanded to cover aff transaction typcs where overdraft is prevalent. As the Bureau’s
report shows, overdrafts are just as likely to occur for checks and ACH transactions as they are
for debit card and ATM transactions. Thus, at a minimum, the Bureau should expand the current
Regulation E opt-in rules to checks and ACIH transactions.

Require Overdraft Fees to be “Reasonable and Proportional”

Second, the report found that most debit card overdraft fees were incurred on smalil purchases of
$24 or less, and yet consumers are charged a median overdraft fee of $34 for these small
overdrafts, Such disproportionate fees might be acceptable if it took consumers a long time to
pay back the bank. However, according to the Burcau’s report, 29 percent ol all overdrafts arc
brought current the next day, morc than half are brought current within 3 days, and 76.1 percent
arc brought current within a week.

As the Burcau itself pointed out, if a consumer borrows $24 fur three days and pays a $34
finance charge, that’s the equivalent of a loan with a /7,000 percent annual percentage rate
(APR). Unfortunately, the Burcau’s report reveals that these 17,000 percent APR loans are
commonplace in overdraft programs. The Overdraft Proteciion Act of 2013 would protect
consumers from these outrageous practices by requiring that overdraft fees be “reasonable and
proportional™ 1o the amount of the overdraft -— thus prohibiting a $34 tee for a §1 overdraft. In
light of the data in the Bureau™s report, [ belicve that the Bureau should {ollow suit and require,
by rule, that all overdraft fees be reasonable and proportional to the amount of the overdraft.

As the Burcau continues to weigh additional consumer protections for overdraft practices, |
respectfully urge the Burcau to consider adopting the protections desceribed in this tetter. |look

forward to your response.

Sincerely,

A

Cagfvn B Maloney
Ranking Member
Subcommitlee on Capital Markets and
Government Sponsored Enterprises
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Director Richard Cordray
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Dear Director Cordray:

L

FINANCIAL SERVICES

(I

LRGN TR TRV R NPT
R AN TN R B S AL R R Y]
(NN TR BT B T 1IN TR TN
R L L Y DY |.N\l RN IR AN R
PR L Ve S T PRTE I L R ALY | . . ~ RTRENLE LN
W o Congress of the United States
1 . . R S T
House of Representatives
L IRIALT DU o T BUIGE
September 11, 2014 JOINT FUONOMIGC
SRS IR

On July 24, 2014, CFPB releascd its proposed rule regarding revisions to Regulation C, which as you
know implements the Home Mortgage Disclosure Act (HMDA), to incorporate changes under section

1094 of the Dodd-Frank Act (DFA). During the comment period, CFPB heard from the Small Entity
Representatives (SERs), which included a member from on¢ of Wisconsin’s smaller financial

institutions. These SERs made several recommendations that would “help reduce unnecessary regulatory
burdens and streamline the manner in which financial institutions collect and report HMDA data,” two

of the stated goals of CFPB’s rulemaking.

I find it troubling many of these recommendations specific to smaller financial institutions were ignored

and in no way incorporated into the proposed rule. Instead, CFPB is proposing that these institutions
collect and report an additional layer of discretionary items without regard to the recommendations
expressed by the SERs. In fact, this new layer of data collection will significantly add to the cost of
compliance to smaller institutions, like those in Wisconsin, without any added benefit of consumer
protection.

The only consolation on behalf of the Bureau in the proposed rule offers diminutive relief for small
financial institutions—an exemption from quarterly data reporting. While such an exemption offers

time, which small institutions need, the exemption offers no economic relief as small institutions would

still be required to collect, audit, report, and incur costs associated with implementing any new
requirements.

As a result of all of the new mortgage-related rules issued under the Dodd-Frank Wall-Street Reform
Act, small financial institutions in Wisconsin have had to merge, cease offering certain mortgage
products or mortgage servicing, and have even considered whether to exit the mortgage market to
remain competitive. These actions only provide consumers with fewer options, not more.
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Some recommendations made by the SERs that were ignored by the CFPB include:

Raising the proposed loan threshold for institutional coverage of 25 loans in the previous
year (approximately 2 mortgages loans/month) to a minimum of 250 loans per year. This
recommendation was made because there is not enough data contained within a HMDA Loan
Application Register (LAR) with less than 250 LAR entries per year for a regulator to perform a
fair lending test in examinations.

Minimizing cost increases associated with the implementation and ongoing compliance
with revised HMDA "The SER from Wisconsin and the others recommended CFPB implement a
rule to only collect those data points specifically identified as required under the Dodd-Frank Act
and recommended CFPB adjust the compliance burden to be proportionate to the size and
complexity of any given HMDA-reporting entity.

Exempting commercial purpose loans, loans to trusts, and loans to bank employees from
HMDA As the SERs explained, it is difficult to collect HMDA data on commercial loans, and
that data significantly skews the reported data. The CFPB should be seeking the best, most
accurate data under HMDA to protect consumers — not all data — and exempting these loans from
HMDA collection will ensure that.

Exempting home equity lines of credit (HELOCs) from HMDA LAR, or at least make their
reporting optional. Since reporting HELOC:s is optional today, mandating it will require smaller
institutions to hire and/or train staff, diverting valuable resources from consumers. Additionally,
since this is new reporting and many of the data points are unavailable for this type of reporting,
there could be a high level of confusion and errors in the process, further eroding the integrity of
the data CFPB is collecting to protect consumers.

Reporting data as ranges where possible to remove a substantial amount of errors
currently found in HMDA LAR. With the increased amount of data to be collected and reported,
smaller financial institutions will be required to spend more money for review of the cxpanded
data and will still be subject to civil money penalties when applicable. These increased costs will
most assuredly be passed on to the consumer with limited increased consumer protections.
Reporting data jn ranges, where possible, will reduce these error concerns and ultimately data
reporting errors.



[ would iike a response within 30 days as to how CFPB is working to include the above
recommendations into its proposed rule,

As currently written, the proposed rule does little to reduce unnecessary burdens on small financial
institutions that ultimately come at the cost of consumers. While the CFPB continues to write rules
affecting smaller financial institutions, I hope the Bureau begins to understand the vast differences,
intricacies and challenges they face in contrast to their large counterparts.

Until then, CFPB should incorporate the recommendations offered by the SERs into its HMDA
proposal.

Sincerely,

“e D

Member of Congress
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Committee on Fmancial Dervices

220 Rapburn 110use Office Building
Washington, P.E. w09

September 16, 2014

The Honorable Richard Cordray

Dirvector

Bureau of Consumer Fimancial Protection
1700 GG Street, NW

Washington, D.C. 20552

Dear Director Cordray:

I write regarding federal laws protecting employees from prohibited personnel practices,
especially retaliation for whistleblowing. In particular, Congress enacted 5 U.S.C. 2302(c)
as part ol the Civil Service Reform Act of 1978, This provision, as amended, reads in
pertinent part:

The head of each agency shall be respoensible for the prevention of prohibited
personnel practices, for the compliance with and enforcement of applicable
civil service laws, rules, and regulations, and other aspects of personnel
management, and for ensuring (in consultation with the Office of Special
Counsel) that agency employees arve informed of the rights and remedies
available to them under this chapter and chapter 12 of this title.

In 2002, the Office of Special Counsel (OSC) established a “2302(¢) Certification Program”
to provide agencies with a process for mecting this statutory requirement.? The Obama
Administration made this certification program mandatory for federal agencies in its
Second Open Government Action Plan., which was released on December 5, 2013.%
Addttionally, in a February 24, 2014, memorandum for ageney heads, the White House
Chief Technelogy Officer vequired agencies to update their Open Government Plans to
include strategies for achieving OSC certification and to discuss progress toward ensuring
that employees are informed of their rights and remedies.! Updated plans were to be
publicly posted on agency websites by June 1, 2014.5

[ am concerned that the Bureau has taken no discernible action to implement these
important legal protections for its employees. The Bureau's Open Government wehsite®
contains no reference to 5 U.S.C. 2302(¢). for instance, nor has the Burcau completed (or

1 L. 95-454.

* https:Hose goviPages/Outreach- 23020 e rtaspx.

3 httpwww whitehouse govhatesidefaul tfiles/docsius nationsl action plan_ Gp.peds.

httpdfiveww. whntechouse govisites/defaulvfiles/micrositesiostplopen_goy plan gwdance memo binal p
df.

5 I,

5 See hittpdfwww consuwmnerfinance. goviopend.




The Honorable Richard Cordray
Page 2 of 2
9/16/2014

even registered to complete) the OSC's certtfication program.” Additionally, the OSC
confirmed with Committee staff that the Burcau has made no request for employee or
manager training.

It 18 incumbent upon the heads of Executive Branch agencies to assiduously comply with
the law. In the case of the Burcau, recent revelations of management misconduet make it
imperative that employees be fully apprised of their rights concerning prohibited personnel
practices and whistleblower retaliation. As the Obama Administration’s Second Open
Government Action Plan states, "lmployecs with the courage to report wrongdoing through
appropriate, legally authorized channels ave a government’s best defense against waste,
fraud. and abuse.” [ agree.

| respectfully request that you provide the Committee the following information no later
than September 23, 20144

1. The date by which the Bureau will complete the OSC's 2302(c) certification program;
and

2. An indication whether the DBureau will request agency-wide OSC educational
traiming for both employeces and supervisors.

If you have questions regarding this request, please contact Joe Gammello of Committee
staff at (202} 225-7502.

PATRICK MCHENRY
Chairman
Subcommittee on Oversight and Investigations

ce: The Hon. Al Green, Ranking Member
Mr. Mark Bialek, Inspector Generval, Federal Reserve Board and CFPB

? See

hitpsiose.govilesources/igenews%20unrentlva 20registered S 200 20complet o9 200 he % 20230 20,
20Program pdf:

hutpsiosc. goviResources/Agenaes%20that%20have % 20completed %202302¢%20certification%20prog
ram.pdf.
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Scptember 17, 2014

The Honorable Richard Cordray

Dircctor

Burcau of Consumer Financial Protection
1700 G Street, NW

Washington, DC 20552

Deur Director Cordray:

I am writing you regarding the Bureau of Consumer Financial Protection’s March 21,
2013 enforcement bulietin entitled “Indirect Auto Lending and Compliance with the Equal
Credit Opportunity Act.,” As you know, no fewer than 89 Members of Congress, on both sides
of the Capitol and both sides of the political aisle, have written o you over the paslt year
requesting  detailed information  regarding the Bureaw’s so-called “disparate 1mpact”
melhodology.] We both agree that invidious discrimination is illegal and businesses that break
the law should be held accountable. However, unless or until the Burcau makes its “disparate
impact” methodology public, the American people cannol be assured of the integrity of the
Burcau’s lair lending enforcement process. Morcover, in order to best serve consumers, indirect
auto lenders need to be able to understand the legal rules of the road. Continuing to deny these
lenders the essential information with which to build compliance systems could make themn less
likely to extend financing to some borrowers, which could limil competition and make 1t harder
or more expensive for Americans around the country to purchase an antomobile,

I understand that the Bureau may soon propose a rule defining larger participants in the
indirect auto lending market, which would ecmpower the Bureau to supervise such lenders. It
would be inappropriate for the Bureau to finalize its proposed rule or subject a company to

' The following Members of Congress have wrilten you: Rep. Terri AL Sewell, Rep. David Scout, Rep, Joyce Beatly,
Rep. Daniel T. Kildee, Rep. Lacy Clay, Rep. Patrick Murphy, Rep. John K. Delaney, Rep. Gary C. Peters, Rep, Biil
Foster, Rep. Ed Perlmutter, Rep. Denny Heck, Rep. Kyrsten Sinema, Rep, Gregory W, Meeks, Rep. Jeb Hensarling,
Rep. Spencer Bachus, Rep. Shelley Moore Capito, Rep. Gary Miller, Rep. Tynn A, Westmoreland., Rep. Scoll
Crarrett, Rep, Randy Newgebauer, Rep. Patrick T McHenry, Rep. John Campheldl, Rep. Peter T. King, Rep. FEdward
R. Royee, Rep. Michelle Bachmann, Rep. Stevan Pearce, Rep. Blaine Leutkemeyer, Rep. Bill Huizenga, Rep. Scan
P. Duily, Rep. Robert Hurte Rep. Michael G. Grimm, Rep. Steve Stivers, Rep. Stephen Fincher, Rep. Marlin A,
Stutzman, Rep. Mick Mulvaney, Rep. Dennis A, Ross, Rep, Robert Pittenger, Rep. Ann Wagner, Rep. Garland
“Andy™ Barr. Rep. Tomn Cotton, Rep. Keith Rothius, Rep. Tom Latham, Rep, Jack Kingston, Rep. Steve King, Rep,
Mark Meudows, Rep. Steve Stockman, Rep. George Holding, Rep, Walter Jones, Rep. Tom Marino, Rep. Alcee 1.
Hastings, Rep. Bill Posey, Rep. lleana Ros-Lehtinen, Rep. Corrine Brown, Rep. Tohn [, Mica, Rep. Jeft Miller, Rep.
Mario Dias-Balart, Rep. Debbie Wasserman Schultz, Rep. Theodore T, Deutch. Rep. Richard B. Nugent, Rep. Ron
DeSantis, Rep. Lois Frankel, Rep. Joc Garcia, Rep. Colleen Hanabusa, Rep. David N. Cicilline, Rep. Frederica 5.
Wilson. Sen. Jeff Merkley, Sen. Rob Portman, Sen. Jeanne Shaheen, Sen. David Virter. Sen. Heidi Heitkamp. Sen.
Pat Roberts. Sen. Amy Klobuchar, Sen. Kelly Ayotte, Sen. Kay Hagan, Sen. Deb Fischer, Sen. Mark Begich, Sen.
John Thune, Sen. Joe Manchin, Sen. Richard Burr, Sen. Mark Pryvor, Sen. Jerry Moran, Sen. Joe Donnelly, Sen.
Mike Crape, Sen. BBill Nelson, Sen. Jeff Sessions, Sen. Mary Landrieu, Sen. Rand Paul, Sen. Mazie Hirono. and Sen.
Maux Baucus.
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enforcement based solely on that company’s failure to comply with the reinterpretation of law
embaodicd in the Burcau’s March 21, 2013 enforcement bulletin without first providing lenders
and the public at large with the information necessary to comply with the Bureau’s dictates.

[ last wrote you on March 7, 2014 to specilically request that you provide the information
sought by the other Members of Congress to the Tinancial Services Committec. When we met
the following week, you offered to make this information available for review by Committee
staft in camera at Bureau headquarters. While I accepted your offer, my stafl made clear 1o your
staff that acceptance in no way limiled or waived the Committee’s right to full, unconditional
production of any and all records responsive to my request, and that the Commiftee may still
decide after its in camera review that additional information must be provided by the Bureau. A
bipartisan stail review ol certain documents in camera occurred al Bureau headquarters on
March 28, 2014, Fellowing this review, my staff requested copies ol all documents provided at
the review. While the Bureau did produce such copies on April 28, 2014, vou advised me via
cover letter that:

“Some of these documents may contain confidential information of the Bureau,
including confidential information (hat pertains to its supervisory and law
enforcement activitics. The Burcau’s regulations, see 12 C.F.R. § 1070.40 et seq.,
prohibit recipients of the CFPB’s confidential information [rom further disclosing
the inlormation cither orally or in writing, cxcept in specified circumstances,
without first obtaining the prior permission of the CFPB’s General Counsel, The
enclosed information also may be subject to disclosure restrictions set forth in
other Federal laws and/or regulations, the confidential business information of
third partics, and/or material prolected by the attorney work-product doctrine, We
therefore respectfully request that the Commitiee prevent any disclosure that
would cause an unwarranted invasion of privacy or harm to the interests sccured
by the laws and policies protecting these documents.  Although some of the
materials included in this production may implicate the Burcau's confidentiality
interests, we are providing these materials to you without forgoing thosc intercsts
now or In the future, and with the understanding that they are subject to the
protections afforded by House and Committee rules.”

To be clear, the Commitiee did not accede to the Burcauw’s privilege claims — which do
not rest against a congressional committee in any event — and did not waive any of its
constitutional prerogatives.  Nor is the Committee bound by the Bureau’s regulalions.
Nevertheless, the Commiltee has proceeded in good [aith with the expectation that the Bureau
would, as a matter ol basic (ransparency and accountability, make public in full detail the manner
by which the Bureau purports o assess so-called “dispatate impact” liability under the Equal
Credit Opportunity Act with respect to indirect auto lenders, Regrettably, that expectation has
not been met.

You indicated n lestimony before the Committee on June 18, 2014 that the Bureau is
“working on a white paper on the proxy methodology...that we expect (o have out later this
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summer.” To ensure that this forthcoming white paper conveys meaningful information to the
public, the Committee demands that it include, at a minimum, the following information:

I. A complete analysis of the Burcau’s legal support for applying the “disparate impact”
theory of liability to indirect auto lenders under the Tiqual Credit Opportunity Act;

2. A complete explanation of the process by which the Bureau's Supervision, Enlorcement,
and Fair Lending division identifies, prioritizes, and sclects indirect auto lenders for
ECOA cxamination, including an explanation of factors that may be considered in its
risk-based prioritization process;

3. A complete explanation of the process by which the Burcau sclects loan file samples for
fair lending analysis, including all controls employed by the Bureau 1o ensure that
samples are random and representative;

4. A complete description of all policies and procedures governing the Bureau’s pre-
examination information requests, on-site examinations, and off-site analysis;

5. A complete quantitative analysis of the predictive accuracy of the “Bayesian Improved
Surname Geocoding” (BISG) process by which the Burean assigns race and gender
proxies o auto loan applicants, including the threshold for detcrmining that an applicant
is a member of a protected class and the results of applying the BISG process to
representative control groups where the race or cthnicity and sex are known;

6. Any formulas or computer code employed by the Bureau to gencrate BISG proxies for
race, ethnicity, and sex;

7. Any formulas or compuler code employed by the Bureau to run regression analyses;

4. A deseription of the number of and types of standard deviations suflicient (o supporl a
finding of discrimination;

9. A complete list of all factors, other than a borrower’s creditworthiness, that the Bureau
acknowledges may affect, influence, or introduce error into observed disparities in dealer
rate spreads; and

[0. A complete explanation of the process by which the Burcau determines whether obscrved
disparities are statistically significant.

Any questions about this letter should be directed to Brian Johnson of the Committee
staff at 202-225-7502.

Yours Respectlully,

JEB HENSARLING ™ -
Chairman

folon The Honorable Maxine Waters



Conaress of the Tnited States
Mouse of Wepresentatives

dilastimglon, DE 20315-22117
September 17, 2014

The Honorable Richard Cordray
Director

Consumer Financial Protection Burcau
1700 G Street NW

Washington, DC 20552

Dear Director Cordray:

[ am writing to express my continued concerns with the provision of SAFE Act education
courses.

As you know, I previously wrote to you about this issue on August 2013. In your response letter,
dated November 4, 2013, you stated that “The Bureau will continue to work with stakeholders to
assure that [mortgage loan originators] recerve the education and training needed to protect
consumers and public interests.”

Unfortunately, as the attached letter from OnCourse Learning indicates, potentially serious
problems in this area stiil remain. 1 am concerned that the lack of rigorous federal oversight of
SAFE Act education courses will lead to significant harm to consumers, and I urge the Bureau to
take preventive steps to avoid this outcome.

[ hope that you will take the legitimate concemns expressed in the attached letter seriously, and [
would be happy to discuss this issue further with you.

: }i‘ /
N ét.ﬂ/

d@gyfx nl alonex« {’;
Ranking Mcmbcr .
Subcommittee on Capital Markets and

Government Sponsored Enterprises

»/'/ Sincerely,
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September 17, 2014

Richard Cordray

Director

Consumer Financial Protection Bureau
1700 G Street, NW

Washington, DC 20552

Dear Director Cordray,

We applaud the cfforts of you and your staff to solicit input from the broad stakeholder
community in crafting a Notice of Proposed Rulemaking on general purpose reloadable (GPR)
prepaid cards. Over the past three years, deposits on these innovative financial products have
more than doubled and the market has grown to serve a diverse cross-section of over 12 million
consumers with diverse needs. During this time, the prepaid industry has been able to lower fees
and enhance offerings to provide all consumers the opportunity to be full participants in the
modern financial services marketplace.

As the Burcau looks to cnhance fee disclosures, extend deposit insurance, and bolster other
consumer protections on these products, ¢fforts that we fully support, regulators must be careful
not to stifle innovation or limit featurcs that consumers want and need. New regulations on
financial products should always be analyzed through the ¢yes of the consumers that usc them.
We worry that actions taken without this lens may unintentionally produce negative effects on
low-income prepaid card users who rely on these products in their daily financial lives.

According to the Federal Deposit Insurance Corporation (FDIC), there are 68 million unbanked
and underbanked adults in thc United States. These consumers either have no access to a
checking account or rely on products outside of the traditional banking sector to meet their
unique financial needs. Prepaid cards were developed, in part, to bring these consumers out of
the expenstve cash cconomy while not sacrificing product quality because account holders carry
low balances. In fact, the average prepaid customer lives more than $20,000 below the median
household income and almost half have no access to emergency savings. These consumers are
savvy, often managing their budget down to the last penny but at times needing a bridge to make
it until their next paycheck.

This brings us to the main purpose of the letter, preserving access to prepaid features that mect
the short-term spending needs of consumers. Today, some prepaid providers are offering
responsible, opt-in overdraft protection that many of our constitucnts want to have available.
Those providers have voluntarily adopted the FDIC overdraft guidance, putting in place fec
limits, as well as cooling-off period to prevent habitual use. They have also instituted fee-free
butfers and curc periods. Companies are also ensuring consumers are making informed financial
decisions by requiring users to sign up for real time mobile balance alerts and providing free




access 1o account information. We support these voluntary efforts and believe these protections
should be instituted across the industry.

Providers are showing that overdraft protcction, when done right, can serve as a valuable tool for
many consumers. More importantly, low-income consumers do not want to be rclegated to a
second tier financial system with limited choice. Instead, they demand access to features that
help them meet their short-term spending needs, whether it be purchasing gas or buying
grocerics. In fact, recently studies show that ncarly 30 percent of prepaid consumers want to
have overdraft protection available to them. During the Burcau’s field heuaring on prepaid cards
m Durham, NC, as well as in comments submitted to the Advance Notice of Proposed
Rulemaking, consumcrs made clear that regulations should not limit features available to them,

As the Burcau prepares to release its Notice of Proposed Rulemaking, it is important that prepaid
cards not be viewed as a second-fier financial product. GPR prepaid cards are bank-issued and
account-linked products that deserve parity with identically situated traditional checking
accounts. Wc cncourage staff o listen to consumers and prescrve the prepaid features they
demand to confidently self-bank. We look forward to being continuously appraised of your
continued efforts.

Sincerely,

N
David Sgots’

Member of Congress Member of Congress

Sanford D. Bishop, Jr. Yvette D, Clarke

Member of Congress \‘) Member of Congress
../ . o
\] b e L ,_ . s

Gregm v W M‘beka
Mcmber of Congress

gte 0. Warke.



Congress of the Anited States
Tashington, A 20515

Scptember 19, 2014

'The Honorable Richard Cordray
Director

Consumer Financial Protection Burcau
1700 (5 Street, NW

Washington, 12.C. 20552

Re: Consumer Financial Protection Burcau’s definition of *underserved areas”
Dear Director Cordray:

The undersigned 1linois members of the United States House of Represenlatives are writing you
with respect 1o the Consumer Financial Protection Bureau’s (CFPB) proposed definition of
“underserved” in the final rulecmaking for the Ability-to-Repay and Qualified Mortgage
standards under the Truth in Lending Act (Reg 7).

We urge the CI'PB to consider more than the number of competitors in a county for the
definition of “underserved areas.” We support the CFPB’s special accommodation to small
creditors, including community financial institutions, in the current Rules, which provide thesc
lenders with greater flexibility 10 address the needs of “underserved arcas.”

We also agree with the Bureau that further study of the existing definition of “underserved area”
is warranted. We urge the CFPB to expand the definition ol “underserved areas™ to encompass
cxisting definitions of economically challenged arcas, such as thosc in the state of Illinois.

As you know, financial rcgulators and federal agencies use a number of definitions to identify
cconomically challenged areas and “rural arcas.” Our understanding is that community financial
institutions are most familiar with low-and moderate-income census tracts for purposcs ol the
Community Reinvestment Act, and distressed and underserved nonmetropolitan middle-income
geographices for Federal Financial Institutions Examination Council purposes.

Other criteria we request that you consider include, but are not limited to, counties with high
poverly rates; qualified, distressed or highly distressed census tracts for New Market Tax Credit
programs; high migration rural countics; and designated distressed areas by the Delta Regional
Authority.



Revising the definition of underserved arcas to include the criteria identified above would
provide a reasonablc exception lo portions of the Ability-to-Repay and Qualified Mortgage
standards under Reg 7. As Congress intended, authority to make this adjustment falls within the
discretion of the CIPB, and would provide additional lending opportunities for commumnity
financial institutions in the communitics they serve.

Thank you for your consideration of this important issue.

Sincerely,
Rand¥ Hultgren Bill Foster
Member of Congress Member of Congress
Rodn:y‘:; '1‘&111%? Duckworth
Member of Congress Memb¥er of Congress
Aaron Sch Mike Quigley f
Member of Congress Member of Congress
(Rrmrem—

cter J. Roskam radley S. Schneider
Member of Congress Member of Congress

ohn Shimk William Enyart ,\/L

Member of Congress Member of Congress



Ny -

Adam Kinzinger
Member of Congress

3‘:;5@

Member of Congress

L;%Q(\&

Schakowsky
ember of Congress

Member of Congress

Cheri Bustos
Member of Congress

Member of Cangress

Lol Kot

Dan l.ipinski
Member of Congress
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Congress of the Wmted States
TR B Wonse of Nepresentatives

delashhmaton, DL 203133212
Qctober 2, 2014

The Honorabic Richard Cordray, Director
Consumer Financial Protection Bureau
1700 G Street NW

Washington, DC 20552

Dear Director Cordray,

Creating a professional, respectful, and non-discriminatory workplace is an ascertainable goal we
share. As you know, during the | 13" Congress, the issue of discrimination in our federal
financial regulatory agencies has been the locus of many hearings before the House Financial
Services Subcommittee on Oversight and Investigations. As Ranking Member of the Oversight
and Investigations Subcommittec and Ranking Member of the Capital Markets and Government
Sponsored Enterprises Subcommittee, we request your leadership and your assistance on this
Very SCrious 1ssuc.

Our preliminary rescarch indicates that cach of the federal financial agenctes have their own
unique personnel policies and practices. To gain a more comprehensive understanding of your
agency’s employment policies, we request an opportunity for your Human Resources Directors
to meet with our staft in the near future. We arc not sceking the sort of information now being
compiled by the federal financial regulatory agency inspector generals. Rather, we are requesting
an opportunity to collect information and ask questions of your Human Resources Directors, and
any other personnel you deem appropriate, to gain a hetter understanding of cach ageney’s
personnel policies generally, as well as specific practices regarding personnel complaints of
discrimination and/or abuse.

We are hopeful that these stall-level meetings will cover topics such as hiring procedures,
minority recruitment programs, and the employce complaint processes, including advocacy, if
any, provided for employces who asscrt they have been discriminated against. We are also
interested in the number of discrimination/abuse complaints reported to the Human Resources
Division during the last two years, the number of formal discrimination/abuse complaints
actually filed, and the number of cases resolved with or without a complaint being filed,
including the total number of federal dotlars expended to seitle any discrimination/abuse claims.

We are concerned that perhaps we have not adequately prepared our federal financial regulatory
workforce by requiring fundamentals of management training. Thus, we would like to learn more
about what, if any, mandatory management training is now offered, at every level of
rnanagement, from first-lime supervisors to the second-in-command, at the agency.

Footse i tp Sor Bens RE ey L ene i e B malerey B oot e e et



In addition, we request that you share with us, to the extent that you arc permitted to, any
information or allegations of employment discrimination at the entities you regulate that have
been reported to you, including, but not limited to banks.

To schedule these meetings, please contact our staff, Mr. Gregg Orton, in Congressman Green’s
office at Gregg. Orton(@mail.house.gov or Mr. Ben Harney, in Congresswoman Maloney’s office
at Ben.Harney@mail.house.gov at your earlicst convenience.

As Dr. Martin Luther King, Jr proclaimed, “The ultimate tragedy ts not the oppression and
cruelty by the bad people, but the silence over that by the good people.” We have all been put on
notice that some of our federal financial workforce believes they are experiencing discrimination
and/or abusive practices. We must not remain silent at a time when the potential for positive
change in federal workforce practices is readily attainable.

We appreciate your assistance with this request and look forward to continuing to work with you
on this important issue.

Sincerely,

ol

Congressman Al Green Congresgpvoman Carolyn B M

Ranking Member Ranking Member

Subcommittee on Oversight and Investigations Subcommitiee on Capital Markets and
Government Sponsored Enterprises




JEB HENSARLING, TX , CHAIRMAN Hﬂlttﬂ g%tﬂtfﬁ 11 ouse DI‘ RE[JTEStntﬂtiUES MAXINE WATERS, CA, RANKING MEMBER

Committee on Financial Deroices

2120 Ragburn Novse Office Building
ADashington, .¢E. 2015

October 7, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

On September 9, 2014, The Washington Examiner published an article entitled “Obama’s
chief ad agency lands $5.7 million CFPB contract that has produced no ads to date,” which
reported that the Bureau of Consumer Financial Protection (“Bureau”) awarded an “open-
ended contract valued at $5.7 million” {(“Blanket Purchase Agreement”) to GMMB — the
advertising and political consulting firm “that handled campaign advertising for President
Obama’s 2012 re-election campaign.”! Among other things, the article noted that: (1)
GMMB was awarded the contract after a “Request for Quote” period of only two business
days; (2) GMMB is not required to participate in a competitive bidding or selection precess
when receiving future work projects from the Bureau; and (3) “no GMMB-designed
advertising campaigns have been made public to date,” despite the fact that the Bureau
conferred the $5.7 million award to GMMB on August 14, 2013.2

To allow the Subcommittee on Oversight and Investigations (“Subcommittec”) to carry out
its oversight responsibilities under the House Rules,? please provide the Subcommittee with
the following no later than October 15, 2014:

1. All records? relating to the engagement of GMMB in connection with the Blanket
Purchase Agreement, including without limitation a copy of the contract entered
into between GMMB and the Bureau.

2. All records relating to the Bureau’s solicitation of bids for the Blanket Purchase
Agreement, the bids received by the Bureau, the Bureau’s evaluation of all such
bids, and the award of the contract for the Blanket Purchasc Agreement to GMMB.

! Richard Pollock, Obama’s chief ad agency lands §5.7 million CFPB contract that has produced no
ads to date, The WASHINGTON EXAMINER (Sep. 9, 2014), http:/washingtoncxaminer.com/ocbamas-
chief-ad-agency-lands-5.7-million-efpb-contract-that-has-produced-no-ads-to-date/article/2553024.
2 Id.

3 Rule X, Rules of the House of Representatives, 113th Cong.

1 The term “records” means any written, recorded, or graphic matter of any nature whatsoever,
regardless of how recorded or preserved, and whether original or copy.
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If you have any questions regarding this matter, please contact Joe Gammello of the
Financial Services Committee staff at (202) 225-7502.%

Sincerely,

PATRICK MCHENR
Chairman
Subcommittee on Oversight and Investigations

cc: The Hon. Al Green, Ranking Member

5 The Committee will not consider the Bureau's production as complete until a representative of the
Bureau certifies in writing that the Bureau conducted a search reasonably calculated to locate all
responsive records and that the Bureau produced to the Committee all known responsive records in
its or any agent’s custody or control. In addition, the Bureau’s obligation to produce records is
continuing in natuve; if, after tendering the written certification reguired herein, the Bureau
becomes aware of any responsive record in its or any agent’s custody or control, the record should be
promptly produced.
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Commitcee on Fwancial Serbices

220 TRanbuen 11ouse Office Bulding
Washington, DG w093

October 24, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 GG Street, NW

Washington, DC 20552

Dear Director Cordray:

I write to memorialize outstanding requests made by my staft in furtherance
of existing Committee investigations into the operations of the Consumer Financial
Protection Bureau (CFPB). Please provide the following no later than Friday,
October 31, 2014:

1. The full agenda (including all non-public sessions) for the most recent
Consumer Advisory Board meceting, the public portion of which oecurred on
September 11, 2014;

2. The full agenda (including all non-public scssions) for the most recent Credit
Union Advisory Council mecting, the public portion of which occurred on
October 1, 2014;

3. The full agenda ({(including all non-public sessions) for the most recent
Community Bank Advisory Council meeting, the public portion of which
occurrced on October 15, 2014;

4. Your assent to a member of my staff attending all non-public sessions of futurc

meetings of the Consumer Advisory Board, the Credit Union Advisory Council,

the Community Bank Advisory Council, and the Academic Research Council;

An unredacted copy of the report provided by Skidmore, Owings & Merrill LLP

to CFPB on April 12, 2013 detailing a variety of specific estimates for project

costs related to the headquarters renovation. As you may recall, I specifically
sought copies of all documents provided to the CFPB by Skidmore, Owings &

Mernll in questions for the record submitted to vou following your testimony

before the Committee on January 28, 2014, yet this document was not provided

to the Committee.

6. An explanation of why the Skidmore, Owings & Merrill document referenced
above was not provided to the Committee in accordance with my request;

7. An unredacted copy of the shuttle bus service contract CFPB awarded to RHG
Group, Inc. for transporting staff during your rencvation of the headquarters
building owned by the Office of the Comptroller of the Currency (OCC);

oy |
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8.

9.

An unredacted copy of the “Diversity Compliance Support Services” contract
CFPB recently awarded to Charles River Associates International, Inc.;
Unredacted copies of contracts and task orders awarded to G4S Integrated
Facilities Services, LLC for extended Operations and Maintenance {O&DM)
services for 1700 G Street NW, as well as an unredacted copy of the Bureau’s
recent public notice of intent to award a sole source contract to this company;

10.Unredacted copies of the “Office of Procurement Quarterly View” reports

distributed by Chief Operating Officer Sartaj Alag or the Office of Procurement
for the four most recent fiscal quarters (Q1-Q4, FY 2014), as well as the most
recent version of the “Contract Pipeline” referenced and hyperlinked to in these
Quarterly View reports.

Thank you for your prompt attention to these outstanding matters. If you have

any questions about this request, please feel free to have your staff contact Brian
Johnson of the Committee staff at (202) 225-7502.

Yours Respectfully,

1

k!

Yeb I—Icﬁsarling L
Chairman
ce: The Honorable Maxine Waters



Congress of the United States

(Hashington, I 20315

October 29, 2014

The Ionorable Richard Cordray
Director

Consumer I"inancial Protection Bureau
1700 G Street, N.W.

Washington, D.C. 20552

Dear Mr. Cordray:

The Committee on Financial Services and the Committee on Oversight and
Government Reform continue to investigate allegations of discrimination, retaliation, and
rclated matters at the Consumer Financial Protection Bureau. Therefore, we write 1o request
that the Bureau make the following employees available for transcribed interviews with the
Committees’ staff:

[a—

Sarta] Alag, Chiet Operating Officer

Jim Carley, Southeast Regional Director, Division of Supervision, Enforcement and Fair

Lending

Robert Cauldwell, President, National Treasury Employees Union

Dane D’ Alessandro, Section Chief, Investigations, Office of Consumer Response

Cordeha Holmes, Office of Consumer Response

Stuart Ishimaru, Assistant Director, Office of Minority and Women Inclusion

Richard Lepley, Deputy General Counsel

Christi Monk, Quality Assurance Manager, Office of Consumer Response

Scott Pluta, Assistant Director, Office of Consumer Response

0. Paul Sanford, Assistant Director, Office of Supervision Examinations, Division of
Supervision, Enforcement and Fair Lending

11. Dennis Slagter, former Chief Human Capital Officer

o

=0 90 N O b W

By no later than 5:00 p.m. on Wednesday, November 5, 2014, please provide your
assurance that the identified individuals will be made available to be interviewed. If you do
not provide your assurance, the Committee on Oversight and Government Reform will
consider the use of compulsory process. If you have questions about this request, please

FHINITLL O HELYE _ED PAPER
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contact Joseph Clark of the I'mancial Services Committee staff at (202) 225-7502 or

Christopher Hixon of the Oversight and Government Reform Committee staff at (202} 225-
5074.

Sincerely,
>@v~4/f/ -
" Dalrell Issa
Chairman Chairman
Committee on Oversight and Committee on Financial Services

Governiment Reform

Pat1 1ck Mchm Y 1’4‘7
/Chairman

“Subcommittee on Oversight
and Investigations
Committee on Financial Services

ce: The Hlonorable Elijjah E. Cummings, Ranking Minority Member
Committee on Oversight and Government Reform

The Honorable Maxine Waters, Ranking Minority Member
Committee on Financial Services

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



JEB HENSARLING, TX , CHAIRMAN umtfﬂ g%tattﬁ 110115[ uf’ TRE[IFEStﬂtS[tlUES MAXINE WATERS, CA, RANKING MEMBER

Committee on Financial Derbices

2129 Ragburn Aouse @Ffice Building
Mashington, B.E. 20515

November 17, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

The Rules of the House of Representatives require the Committee on Financial Services to
review, on a continuing basis, the application and effectiveness of laws and programs
addressing matters within its jurisdiction, and to examine the organization and operation
of agencies having responsibility for the execution of such laws and programs.! Because the
Committee’s oversight duties often require the review of electronically-stored information
(“ESI”) in the possession of the Executive Branch, the Committee is seeking to determine
the metheds used by agencies to respond to congressional requests for ESI.

Accordingly, by November 24, 2014, please provide the names of the toals, whether in the
nature of software or otherwise, currently used by your agency to identify, collect, preserve,
process, review, analyze, and preduce ESI pursuant to any congressional committee request
or subpoena.

If you have questions regarding this request, please contact Joseph Clark of Committee
staff at (202) 225-7502.

Sincerely,

%%CHENRY

Cha1rman
Subcommittee on Oversight
and Investigations

cc: The Honorable Al Green, Ranking Member

1 Rule X, Rules of the House of Representatives.



Tongress of the Anited States
Washington, BEC 20515

November 19, 2014
The Honorable Richard Cordray
Director, Consumer Financial Protection Bureau
1700 G Street, N.W,
Washington, D.C. 20552

Director Cordray,

Over the next two years, hundreds of thousands of Americans will install rooftop solar panels on
their homes, according to the U.S. Energy Information Administration’s Annual Energy Outlook
2014. We are supportive of this trend because solar is a key component of America’s energy
future. However, as the industry rapidly expands, we must be vigilant in protecting consumers
from any misleading sales practices.

While the cost of rooftop solar systems dropped 12-15 percent last year, the up-front cost of
rooftop solar panels is beyond the financial means of most U.S. households. As a result, many
Americans are drawn into the solar market by the promise of a zero-money-down solar lease.
Industry analysts predict that 68 percent of rooftop solar installations will be financed through
third-party leases in 2014, a growth of over 20 percent since 2011. A customer who signs a solar
lease does not own the panels but contracts for the electricity produced by the system for 20 or
more years. The initial attractiveness of a “no money down” long-term lease may incentivize the
installation of rooftop solar. However, as was the case with the subprime mortgage crisis — easy
initial financial terms, increased demand and a rapidly expanding industry can be high risk and
ultimately harmful to consumers and the industry.

At the core of my concerns are reports that solar leasing companies may be overstating the
economic benefits of signing a long-term solar lease while failing to disclose important
information during the sales process. For example, customers are quoted savings each month on
their utility bills. However, who calculates those estimations and are they accurate? Also, it is my
understanding that early solar lease payments are teaser rates that make solar energy payments
seem affordable. However, do these rates escalate over time and are consumers made aware of
those potential increases?

Accordingly, [ would appreciate your responses to the following questions:
1. What steps has the Consumer Financial Protection Bureau taken to investigate the

possibility that misleading sales techniques are being employed in the rooftop solar
industry?

e ]

What protections are in place to ensure that consumers who are considering entering into
long-term solar leasing arrangements are made fully aware of the long-term implications
of these transactions? For example, reports suggest that third-party leases may result in
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escalating payments to home sellers in the event that subsequent buyers do not want the
solar system or cannot assume the lease, thus complicating real estate transactions.

3. What has the Consumer Financial Protection Bureau done to investigate complaints that
have arisen about the marketing techniques employed by some rooftop solar leasing
operations?

4. Has the Consumer Financial Protection Bureau considered performing a staff review of
third-party-leases in the rooftop solar industry and issuing recommendations on how we
can better educate and protect consumers contemplating these transactions?

Given the rapid expansion of the rooftop solar industry underway and the importance of effective
protections to the continued well-being of U.S. consumers, we look forward to your response to
these questions within 30 days.

Sincerely,
Spt . R
‘ . oA qb-l_«
{ Ann K kpatnclﬁ Ron Barber
Member of Congress Member of Congress
K n Sinema Gene Green

Mentber of Congress Member of Congress



JEB HENSARLING, TX , CHAIRMAN 'ﬂlnlt[ﬂ f%tﬁtfs 11 ouse Uf Rtpl‘tﬁmtatihl’.ﬁ MAXINE WATERS, CA, RANKING MEMBER

C ommittee on Financial Derbices

212¢ Rayburn Aonse Office Building
ADashington, B.E. 20515

November 24, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

The Committee on Financial Services continues to investigate deficiencies in the Consumer
Financial Protection Bureau’s (Bureau's) internal management practices. In that regard, it
has recently come to the Committee’s attention that the management of the Bureau may
have undermined the integrity of the process for awarding promotions and pay increases to
employees in the Office of Enforcement or the Office of Supervision Examination, by
conditioning the availability of commissions-based salary increases on decisions made by
those employees during the bank supervision and enforcement processes.

As two of the core divisions at the Bureau, it is important that these offices follow the
highest standards of integrity, objectivity, and professionalism in making employee
compensation decisions. Accordingly, by December 5, 2014, please answer the following
guestion:

Does the Bureau provide, or are vou considering providing, employees in the
Office of Enforcement or the Office of Supervision Examination a
commissions-hased salary increase based upon whether they find violations
of laws or regulations or other matters of concern or criticism at the
companies that the Bureau oversees?

If you have any questions regarding this matter, please contact Matthew Mulder of
Committee staff at (202) 225-7502,

Si ely,

PATRICK MCHENRY
Chairman
Subcommittee on Oversight and Investigations

cc: The Hon. Al Green, Ranking Member
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December 3, 2014

The Honorable Richard Cordray

Darector

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, DC 20552

Dear Director Cordray:

I write to remind you of documents I have requested during the past nine
months that the Bureau has not provided to the Financial Services Committee.
Please provide all outstanding documents without delay. These documents include:

1. March 18, 2014 letter requesting “[a]ll emall communications (and any
attachments thereto) in the custody and control of the CFPB relating to” the
December 11, 2013 investigative report produced by the Defense Investigators
(GGroup.

2. May 13, 2014 letter requesting full responses to questions 13(b) and 24 from
questions for the record I submitted following your appearance before the
Committee on January 28, 2014,

3. July 18, 2014 letter requesting the identity of the individual who made the
decision to renovate the building owned by the Office of the Comptroller of the
Currency and located at 1700 G Street, NW in Washington, DC.

4. October 24, 2014 letter requesting:

a. Your assent to a member of my staff attending all non-public sessions of
future meetings of the Consumer Advisory Board, the Credit Union
Advisory Council, the Community Bank Advisory Council, and the
Academic Research Couneil;

b. An unredacted copy of the report provided by Skidmore, Owings & Merrill
LLP to the Bureau on April 12, 2013 detailing a variety of specific
estimates for project costs related to the headquarters renovation (as you
may know, the Procurement Integrity Act is inapplicable to information
requests made by Congress or a Committee thereof);




The Honorable Richard Cordray
December 3, 2014
Page 2

c. An explanation of why the Skidmore, Owings & Merrill document
referenced above was not provided to the Committee in accordance with
my prior request in a question for the record; and

d. Unredacted copies of the “Office of Procurement Quarterly View” reports
for the four most recent fiscal quarters (R1-Q4, FY 2014), as well as the
most recent version of the “Contract Pipeline” identified in the reports (as
noted above, the Procurement Integrity Act is inapplicable to information
request made by Congress or a Committee thereof).

Thank you for your prompt attention to these outstanding matters. If you have any
questions about this request, please feel free to have your staff contact Brian
Johnson of the Committee staft at (202) 225-7502.

Chairman

ce: The Honorable Maxine Waters



Congress of the Hniten States
Uiy io, D¢ 20315 '

December 4. 2014

The Honorable Richard Cordray

Director. Consumer Financial Protection Burcau
1700 G Strect, NW

Washington, D.C. 20552

Dear Director Cordray:

We write to bring your attention to the Financial Distress Research Project, a study being
conducted in Maine and Massachusetts by the law schools at the University of Maine. and the
University of Connccticut, and Harvard University. This study is rescarching low cost measures
that empower financially distressed individuals to defend themselves in debt collection
proceedings.

According to the Urban Institute, in 2013, more than 77 million Americans nationwide
had debt in or subject to the collections process. These debts are often bundled and sold in a
secondary market. and record keeping practices for these transactions often do net hold up to
legal scrutiny. That means consumers are sometimes sued on the wrong amount of debt, by the
wrong company., or past the statute of limitations. But a shortage of legal aid resources in this
area means Lhat many consumets do not receive help to proteet them irom unlawiul debt
collections.

The Financial Distress Research Project is developing innovative. evidenee based sell-
help resourees that encourape consumers (o delend themselves from unlaw ful debt collection.
The projectis alse developing materials (o help consumers balance their budgets. manage their
debts, and it appropriate, file Tor bankruptey. If thts cost effective method of delivering legal atd
is successiul. this project could be replicated across the country and help millions of Americans.

The Financial Distress Rescarch Project is an exciting innovation, and we strongly
encotrage vout o lend this groundbreaking project your support.

Sincerely,

f
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I atherine M, Clark Vichaet 1 Capuane Fovwand 10 A arkes

Member of Congress Member of Congress Uinited Staies Henalor



Committee on Financial Dervices

2129 Rapburn ouse Office Building
gshington, B.¢. 20515

December 5, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

Honoring a commitment to provide requested records! and information is an
inherent responsibility of executive branch representatives testifying before
Congress. Our records indicate that the Consumer Financial Protection Bureau
(“Bureau”) has not provided the following records or information requested by
Members of the Subcommittee on Oversight and Investigations at a hearing held on
June 18, 20132

1. What percentage of Bureau employees currently make more than the mean per
capita income in the United States, which is approximately $43,000?3 Please
provide the position titles and exact salaries of these individuals.

2. According to FedScope data collected by the Office of Personnel Management,
the Bureau employs two psychologists who both make a six-figure salary. Please
provide the exact salary of these individuals, a complete justification for why the
CEPB needs two psychologists and a description of their exact job duties.t

3. The most updated salary breakdown for employees at the Bureau.5

4. The pay scale at the Bureau is $54,000 more than that of the Federal Reserve
(with the top pay at the Bureau being around $259,000, compared to
approximately $232,000 at the Federal Reserve).? Please confirm whether this
15 still the case and what efforts the Bureau has taken to remedy the situation.

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

2 Oversight and Investigations hearing entitled “CFPB Budget Review,” (June 18, 2013), available at
http:/financialservices.house.goviuploadedfiles/113-33.pdf.

4 Id. during questioning by Representative Ann Wagner of Mr, Stephen Agostini, Chief Financial
Officer, the Consumer Financial Protection Bureau, p. 16-8.

1]1d.

5 Id. during questioning by Representative Sean Duffy of Mr. Agostini, p. 15-4.

6 Id.



The Hon. Richard Cordray
December 5, 2014
Page 2

5. Does the Bureau have a budget for interns? How many interns are currently at
the Bureau and, how much is each intern currently paid?7

6. Bonuses at the Bureau were approximately $750,000 as of June 2013. Please
explain how the Bureau decides how bonuses are distributed. To whom were
bonuses of $11,000 or $12,000 given? 8 Have any bonuses been distributed since
June 20137 If so, please provide the specific amounts and to whom each honus
was given.

7. Please provide a breakdown of how much money the Bureau budgets for its
storage of data collection in terms of what the Bureau purchases in services from
the Treasury Department for purposes of running its network infrastructure.?

8. What percentage of the total employees at the Bureau have any experience in
the private sector working for either a bank or a credit union or a financial
institution that is subject to the Bureau’s regulatory oversight?10

9. What safeguards does the Bureau’s Legal Division have in place to ensure that
there is no political bias in decision-making processes?1!

10.Is the Bureau subject to external review by the Small Business Administration
and the Office of Management and Budget? If so, please describe the nature of
that review.14

Please provide all requested records and information by no later than 5:00 p.m. on
Friday, December 19, 2014. Any questions regarding this request should be directed
to Katelyn Christ of the Majority staff at (202) 225-7502.

/T PATRICK MCHENR
/ Chairman
Subcommittee on Oversight and Investigations

cc: The Hon. Al Green, Ranking Member

VId.

8 Id.

# Id. during questioning by Representative Sean Duffy of Mr. Agostini, p. 29-30.

10 Id. during questioning by Representative Andy Barr of Mr. Agostini, p. 21.

11 Id. during questioning by Representative Randy Hultgren of Mr. Agostini, p. 37.
12 Id. during questioning by Ranking Member Al Green of Mr. Agostini, p. 37.



Conquess of the United States

@alashmgton, DE 20310
December 9, 2014

The Honorable Richard Cordray
Director

Consumer Financial Protection Burcau
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

We write to bring your attention to the Financial Distress Research Project, a study being
conducted in Maine by the law schools at the University of Maine, the University of
Connecticut, and Harvard University. The study is seeking out how to best assist individuals
suffering from severe financial distress and put them back on a sound financial footing. We
believe that the questions the Project seeks to answer are of paramount importance, and we
encourage you to learn more about the critical work they are doing.

According to the Urban Institute, 29 percent of people in Maine with credit files have
debt in collections. In Connecticut, more than 26 percent of this group have debt in collections,
with an average amount of $4,643. In Massachusetts, the figures are similar — 23 percent of
individuals with credit files have an average of $4,602 of debt in collecttons. In 2013, more than
77 million Americans nationwide had debt in or subject to the collections process.

These millions of debts are often bundled and sold in a secondary market, and the record-
keeping along the way docs not always hold up to legal scrutiny. That means consumers can be,
and sometimes are, sued on the wrong amount of debt, by the wrong company, or past the statute
of limitations. Some consumers might pay these “debts” using assets or income that the law
protects from court seizure (e.g., disability payments) becausc they are not aware of their
rights. But a shortage of legal aid resources combined with the sheer volume of legal need in
this area means that many consumers do not get the help that could protcet them from unlawful
debt collections. In fact, most consumers do not show up to defend themselves in small claims
court at atl, which can lead to otherwise unwarranted default judgments, assct seizures, and wage
garnishing,.

Academic researchers have an important role to play in finding effective and effictent
solutions to protect consumers and deter unlawful and abusive practices. The Consumer
Financial Protection Bureau has the authority and the resources to spur research into potential
solutions. For example, the Bureau can support research using its Civil Penalty Fund, through its
Office of Research, or through its Office of Financial Education, We ask you to use the tools at
your disposal to encourage research to develop and test policy interventions designed to give
individuals facing small claims court actions the ability to dcfend their legal rights.

Page1of 3




The Financial Distress Research Project is an example of this promising research. This
project is developing evidence-based sclf-help resources lo encourage consumers in Maine to
show up and defend themselves when they are sued on credit card debt. The researchers will run |
a randomized controlled trial, and 1if their resources are successtul, they will introduce a simple :
and cost-effective method of delivering Iegal aid that could help millions of Americans. The |
project is also developing materials that could help consumers in other states better balance their
budgets, manage their debts before they become delinquent, and, if appropriate, go through
bankruptcy proceedings.

The federal government needs all the partners it can get to protect consumers facing
financial distress and improve financial literacy. Academic research can and should play a role in
developing programs with the potential to better protect consumers. Please use the authority and

resources at your disposal to support promising research in this arca.
Sincerely,
© RICHARD BLUMENTHAL ! EDWARD J. MARK%V st a
Uniged Statcs Scnator United States Senator

ed States Senator

ELIZABHTH WARREN :
United Sthtes Senator
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JOE COURTNEY { ROSA L. DELAURO
Member of Congress Member of Congress
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YOIIN B. LARSON~ MICHAEL MICHAUD
Member of Congress Member of Congress
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CHELLIE PINCTREE
Member of Congress
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JEB HENSARLING, TX , CHAIRMAN Hﬂlttﬂ g%tﬂtfﬁ irlﬂllﬁt Uf prrfﬁzntﬂtibfs MAXINE WATERS, CA, RANKING MEMBER

Committee on ffinancial Services

2129 Raypburn F1ouse Office Building
0ashington, V.C. 20575

December 9, 2014

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Strect, NW

Washington, D.C. 20552

Dear Director Cordray:

In Consumer Financial Protection Bureau v. Morgan Drexen, Inc., the Bureau of Consumer
Financial Protection (“Bureau”) argued that it should not be required to submit to
depositions because “requiring the [B]lureau to designate any individual to appear at
deposition would only serve to annoy, oppress, and cause undue burden on the [Blureau.”!
The court denied the Bureau's motion.2

To allow the Subcommittee on Oversight and Investigations (“Subcommittee”) to carry out
its oversight responsibilities under the House Rules,? please provide the Subcommittee with
unredacted transcripts of all depositions taken in the course of the above-referenced
litigation by no later than December 16, 2014.

If you have any questions regarding this matter, please contact Joe Gammello of the
Financial Services Committee staff at (202) 225-7502.

Sincerely,

Dbt el
PATRICK MCHENRY

Chairman
Subcommittee on Oversight and Investigations

cc: The Hon. Al Green, Ranking Member

1 Plaintiff's Ex Parte Motion for Protective Order to Prevent 30(b)(6) Deposition of the Bureau, No.
SACV13-01267 {(C.D. Cal. Sept. 11, 2014}, ECF No. 136.

2 Order re Ex Parte Motion for Protective Order to Prevent 30(b}6)} Deposition of the Bureau, No.
SACV13-01267 (C.D. Cal. Sept. 11, 2014), ECF No. 139.

4 Rule X, Rules of the House of Representatives, 113th Cong.



JEB HENSARLING, TX , CHAIRMAN U.lllt[ﬂ %tﬂtfs 1‘10].15[ Elf Rtprﬁﬁfﬂtﬂtihw MAXINE WATERS, CA, RANKING MEMBER

Committee on Financial Deroices

2126 Rapburn 1ouse Office Building
ADashington, P.C. 20515 '

December 9, 2014

The Honorable Stuart Ishimaru

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

1700 G Street, NW

Washington, D.C. 20552

Dear Director Ishimaru;

As you know, the Bureau of Consumer Financial Protection’s (“Bureau’s”) Office of Minority
and Women Inclusion (“OMWTI”} submitted its Annual Report to Congress on March 1, 2014
(“Annual Report”). Notably absent from the Annual Report, however, was any mention of
the deeply troubling findings of the Diversity and Inclusion Assessment (“Deloitte Report”),
which your office commissioned Deloitte Consulting to conduct for the purpose of
“establish[ing] a data-based approach to understanding the current state of diversity and
inclusion (D&I) at the Bureau.”! Among other things, the Deloitte Report found sharp
racial and/or gender disparities in performance ratings, employee pay, and hiring at the
Bureau. Moreover, the Deloitte Report also notified your office of serious operational
inefficiencies and challenges facing the OMWI. It gave your office the lowest possible
rating in four of the five categories it analyzed, noting an “absence of support from
leadership,” “no workforce awareness or engagement,” and “no impact or results” in each
category.?

Notwithstanding the statutory obligations set forth in 12 U.S.C. § 5452(e) requiring your
office to include such information in its Annual Report,? your office did not furnish this

1 The Annual Report’s sole reference to the Deloitte Report is misleading—failing to discuss any of
the negative findings of the Deloitte Report: “In 2013, the OMWI conducted an assessment of the
agency to review the workforce demographics. The assessment included three employee focus groups
and over 30 interviews with senior leaders as weil as extensive quantitative data analysis. The
OMWTI learned valuable information that will inform programmatic processes and future initiatives,
as well as provide leadership with a better understanding of individual employee motivators and
incentives. For instance, we learned that, overall, CFPB employees are extremely dedicated to the
mission of the Bureau; given this, a conscious effort should be made to ensure that employee
assignments continue to flow from the core mission of the Bureau to drive employee engagement.”

2 OMWI received the lowest possible rating in the following four categories; “OMWI
Communications and Awareness”; “OMWI Organizational Capability and Capacity”; “D&I Analytics,
Reporting, and Technology”; and “D&I Governance and Structure.” In the category of “Learning &
Development Opportunities,” OMWI received the second lowest score, denoting “marginal support of
leadership,” “minimal engagement/awareness of workforce,” and “limited impacts/results,”

5 Among other things, 12 U.5.C. § 5452(¢) requires the OMWI to include in its Annual Report “the
challenges the agency may face in hiring qualified minority and women employees.” Accordingly, as
should be apparent, the findings of sharp racial and/or gender disparities in performance ratings,
employee pay, and hiring at the Bureau outlined in the Deloitte Report—an assessment
commissioned by the OMWI to “establish a data-based approach to understanding the current state
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highly relevant information to Congress. Your office’s failure to disclose any of the
damaging findings contained in the Deloitte Report raises concerns about the truthfulness
and transparency of not only the most recent Annual Report but also of future reports
issued by your office.

To allow the Subcommittee on Oversight and Investigations (“Subcommittee”) {o carry out
its responsibilities under the House Rules,® please provide the Subcemmittee with the
following by no later than December 16, 2014:

1. A complete explanation of your office’s failure to disclose the findings of the Deloitte
Report in the Annual Report.

2. Whether your office intends to amend the Annual Report to include the findings of
the Deloitte Report and/or any additional information that you failed to report
pursuant to 12 U.S.C. § 5452(e).

In addition to the foregoing, the Subcommittee also requests a briefing from vou regarding
your obligation to provide Congress with annual reports that comply with the provisions of
12 U.5.C. § 5452(e).

If you have any questions regarding this matter, please contact Joe Gammello of the
Financial Services Committee staff at (202) 225-7502.

Sincerely,

{PATRICK McHENRY
Chairman,
Subcommittee on Oversight and Investigations

ce: The Hon. Al Green, Ranking Member

of diversity and inclusion” at the Bureau—unquestionably indicate “challenges the agency may face
in hiring qualified minority and women employees” and, consequently, should have been fully
disclosed to Congress pursuant to 12 U.8.C. § 5452(e).

4 Rule X, Rules of the House of Representatives, 113th Cong.
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¢ ommittee on Fmancial Services

20 Ranburn Trouse Office Building
ashinglon, DG 205n

December 11, 2014

The Honorable Richard Cordray
Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, DC 20552

Dear Director Cordray:

So that the Financial Services Committce can cvaluate the Burcau’s recently-released
report entitled “2014 CPFB  Annual Employec Survey,” please produce the following
documentation not later than December 19, 2014

1. The full survey results maintained by the Organizational Design and Effectiveness Team
in the Office of Human Capital; and
2. Verbatim copies of all narrative comments submitted by survey respondents.

Thank you for your prompt attention to this matter. If you have any questions about this request,
please feel free to have your staff contact Brian Johnson of the Committee stall at (202} 225-
7502.

Yours Respectfully,

ces The Honorable Maxine Watcers



Congress of the Huited States
{lashington, D€ 20515

December 12, 2014

The Honorable Richard Cordray
Director

Consumer Financial Protection Burcau
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray,

We write to request that the Consumer Financial Protection Bureau (“CTFPB”) provide a 60-day
extension of the initial 90-day comment period for the proposed rule on prepaid financial
products so that industry and consumers can provide reasoned, meaningful comments.

Prepaid financial products provide secure, cost-effective, and flexible payment options for
consumers, businesses, and governments. While we appreciate the importance of ensuring
adequate consumer protections in this market, it is esscntial that any final rule provide clear,
practical protections without placing an unnecessary burden on the industry, constraining
innovation, or otherwise limiting consumer access to these important products and services. This
can only be done if stakeholders have sufficient time to review and draft comments on the over
800-page proposed rule.

First, the scope and breadth ot the CFPB’s proposed rule would significantly transform the
regulatory framework for the prepaid industry. Further, the proposed rule covers all manner of
prepaid products, including traditional plastic prepaid cards, general-purposc reloadable cards,
payroll cards, government benefits cards, mobile and other electronic prepaid accounts, peer-to-
peer payment products, and others.

Second, the CFPB has proposed complex requirements related to credit and overdraft services
provided in connection with prepaid products. It will take significant time and effort for the
industry and the public to review the proposecd rules to provide the CFPB with comments on the
costs, benefits, and justifications for the credit and overdraft requirements. We want to ensure
that any final rule can be implemented in a manner that will protect consumers without driving
up the costs of these products.

Third, the CFPB has proposed “Know Before You Owe” disclosures that would require use of
model disclosure forms. Many prepaid providers already provide consumers with disclosures of
material terms and conditions that are tailored to their specific products. It will take considerable
time and effort for thesc providers to review their current practices to assess the operational
challenges, costs, and benefits of implementing these proposed disclosure requirements and
harmonizing them with current best practices.



Thank you for your consideration of this request.

Rep. Gary’l Peters (MI-14)
Member 6f Congress

Rep. Marlin A. StutzAhan (IN-03)

Lynn A. Westmoreland (GA-0

Member of Congress Member of Congress
Rep. Scott Garrett (NJ-05) ' Rep. David Scott (GA-13)
Member of Congress Member of Congress

y

Rep. Robert Pittenger (quf)‘))

p. Blaine Luetkerheyer (

Member of Congress Member of Congress

*
Aeonfprd b iy o o
Rep. Sankg‘rd D. Bishop Jr. (GA-02 Rep. Patrick Murphy (FL-18)
Member of Congz? Member of Congress
Rep. Ann Wagner (MO-oz)Cym/b Rep. Rarf@y Newéebaver (TX-19)
Member of Congress Member of Congress

@w v zemso-

Rep. Bill Huizenga (M}42)
Member of Congress




Congress of the Tlnited States
Wasiinaton, DC 20313

December 12.2014

The Honorable Martin J. Grucnberg
Chairman

Federal Depesit Insurance Corporation
550 17" Street, NW

Washington, DC 20429

Dear Chairman Gruenberg:

As Members of Congress who are dedicated to consumer protection and the financial
health of our constituents, we write to cxpress our continued support for robust fegal and
regulatory oversight of all institutions that provide checking accounts and other traditional
banking scrvices.

On Seplember 24, 2014, retail chain Walmart announced that it would partner with Green
Dol Bank to offer checking account services through its GoBank mobile platferm nationwide by
the end of October. While we appreciate efforts to meet the unique financial needs of unbanked
and underbanked individuals, we must ensure that banking products and services are regulated
appropriately in order to protect all stakeholders. All FDIC members. including cvery Walmart
store through which Green Dot Bank offers demand deposit checking accounts, should comply
with all applicable federal and state consumer protection and disclosure laws. In addition, in
order to protect the integrity and safety of our payments and {inancial system, lederal bank
regulators should ensure that each Walmart store complies with all applicable Anti-Money
[Laundering (AML) and B_énk Secrecy Act (BSA) regulations in the same manner as all other

regulated financtial institutions.

Furthermore, large-scale data breaches at retailers in recent years have impacted tens of
millions of consumers, and we remain deeply concerned about threats to data security and its
impact on all consumers. As non-traditional institutions cxpand their financial services {o new
online and mobile platforms and partner with retailers to deliver them, we hope that the FDIC
will exercise effective and consistent oversight of all providers within this space.

Frecdom of access to a wide range of financial scrvices, including those offered by credit
unions, community banks, and traditional banking institutions, is vitally important to our nation’s
finance system. Howcver, we also recognize that many middle and low-income individuals -
especially those living in underserved communities — rely on non-traditional banking services to
provide for their families,



Chairman Gruenberg, we stand ready to work with you te protect consumers and support
fairness and hecalthy compcetition in the financial service industry. Thank you for your attention
to this critical matter and we look forward to your response.

Sincercly,
/ /? 7 ’ b :
h . / Vo vme LTI //&I;’/’ /2%%

Alcec L. Hastings Michael E. Capuano Tim Ryan
Mcmbcer of Congress Member of Congress Member of Congress

Cc:

The Honorable Richard Cordray
Director, Consumer Financial Protection Burcau
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Conqress of tbé United States

Tbouge of Representatives
TWashington, BE 20515

December 17, 2014

The Honorable Richard Cordray, Director
Consumer Financial Protection Bureau
1700 G Street, NW

Washington, DC 20552

Re: Docket No. CFPB-2014-0024
Dear Director Cordray:

We are writing to respectfully provide feedback on the inclusion of motorcycles within the Consumer Financial
Protection Bureau’s (CFPB) proposed rule Defining Larger Participants of the Automobile Financing Market and Defining
Certain Automobile Leasing Activity as a Financial Product or Service, Docket No. CFPB-2014-0024 {Rule). We appreciate
the intent of the rulemaking, and agree with many aspects of the Rule, but we believe that motorcycle financing should
be treated under the Rule like recreational vehicles, all-terrain vehicles, and watercraft. Treating maotorcycles as
recreational vehicles (RV) is consistent with CFPB intent, consumer usage findings, and the treatment of motorcycles for
other purposes under federal law.

In comments related to the Rule, the CFPB has primarily focused on the indispensable role cars and light trucks play in
the lives of most Americans as basic necessities to work and live, with auto loans being the third largest category of
household debt in the U.S. Nonetheless, the question of how to treat motorcycles is raised in the Rule. We appreciate
the CFPB's acknowledgment of uncertainty over how, or if, to include motorcycles under the Rule.

As foundation for the proposed rule, the CFPB's commentary makes it clear that cars and light trucks play a central role
in the lives of most Americans and are a gateway to opportunity for many in our society. And because cars and trucks
are so very important to most consumers as primary means of transportation, the CFPB concludes that larger
participants in the auto finance industry should be closely supervised. We agree with the CFPB's fundamental premise in
the Rule as applied to cars and trucks; however, the rationales advanced by the CFPB regarding cars and light trucks do
not apply to the motorcycle finance market. Motorcycles are discretionary purchases and are not generally utilized as a
primary means of transportation for consumers. The Rule excludes the financing of other discretionary purchases, such
as RVs and watercraft, so it would be consistent and proper for the CFPB to view motorcycle financing in the same way.

Indeed, the CFPB noted that cars and light trucks are essential to millions of Americans, particularly as a means to get to
and from work. The facts support this position and point to the overwhelming majority of Americans who need and
depend on their cars and trucks to commute. This fact, however, stands in stark contrast with the usage patterns of
motorcycles, which are almost exclusively used for recreational purposes. In fact, in a census report released in 2011
{summarizing 2009 data), over 119,393,000 commuters indicated they used cars and light trucks to get to/from work
{just under 90% of commuters); 3,966,000 people commuted by walking, 766,000 rode bicycles to/from work, and only
294,000 rode motorcycles. That means less than % of 1% of all commuters in the U.S. actually used their motorcycles for
commuting.

PEAMT G REECLEL BAFER



The census findings are supported by examining the size of the various markets. The motorcycle, RV, and personal
watercraft markets, individually and aggregated, absolutely pale in comparison to the car and light truck market.
According to Department of Transportation {DOT) statistics, there were over 233 million cars and light trucks registered
in the United States in 2011, compared to anly 8.3 million motorcycles, which means motorcycles were only 3.56% the
size of the car and light truck market. Furthermore, the motorcycle market is even smaller than other markets that have
already been excluded by the CFPB. That same DOT report states that there were 30% fewer registered motorcycles
{8.3 million) than the number of recreational boats (12.7 million). Additionally, a 2012 report by the Recreational Vehicle
Industry Association shows that 9 million registered RVs also outnumber registered motorcycles.). Again, RVs have
already been excluded by the CFPB. All told, even if one were to aggregate the number of RVs, registered recreational
boats, and registered motorcycles in the U.S., they would still comprise less than 13% of the car and light truck market.

Differentiating between car and light truck loans from recreational vehicle loans was also recently done by six
Independent agencies within the scope of the recently finalized credit risk retention rule (the six agencies are the Board
of Governors of the Federal Reserve System, the Department of Housing and Urban Development, the Federal Deposit
Insurance Corporation, the Federal Housing Finance Agency, the Office of the Comptroller of the Currency, and the
Securities and Exchange Commission). This rule classifies motorcycle loans separately from car and light truck loans, with
motorcycles treated as recreational vehicles, or vehicles not used to commute to work or typically used in everyday life.
In the commentary by these agencies, motorcycles were repeatedly referred to as “recreational.” For example, in the
commentary supporting the August, 2013, re-proposed rule, the agencies stated: “[t]he agencies believe it continues to
be appropriate to restrict the definition of automobile loan to not include loans on vehicles that are more frequently
used for recreational purposes, such as motorcycles or other recreational vehicles.” In the commentary supporting the
final rule, the agencies went on to conclude that “[t]lhe agencies believe it continues to be appropriate to restrict the
definition of automobile loan to light passenger vehicles employed for personal use, not including motorcycles and other
vehicles that are commonly used for recreational purposes, as well as everyday personal transportation.” We believe the
same standard is appropriate in this case.

In summary, we believe the evidence makes a clear case that motorcycles should not be included as part of the larger
participant rule. Motorcycles have never been the focus of the CFPB in public statements and hearing testimony;
instead, the foundation on which the rule has been built is to regulate those companies who finance the cars and light
trucks that consumers so heavily rely for their daily lives. Lastly, treating motorcycles as recreational in the Rule is
consistent with other recent federal rulemakings related to vehicle financing and would create a consistent regulatory
framework for motorcycles and recreational vehicles,

We look forward to a further conversation on this matter as you consider changes to the rule.

%m%

Gwen Moore

Sincerely,

Member of Congress
é/&» ﬂmm -
Rubén Hinojosa ' Blaine Luetkemevyer
Member of Congress Member of Congress
Gary Peters & Steve Stivers

Member of Congress Member of Congress



Lmted Saces Senate

WASHINGTON, DC 20510

February 12, 2014

The Honorable Richard Cordray
Director

Consumer Financial Protection Bureau
1700 G Street NW

Washington, DC 20552

Dear Dircctor Cordray:

As the CFPB continues to examine its mortgage rules, we urge you to carefully consider
the impact of those rules on rural areas and the small lenders serving those communities.

Given the patticular circumstances of rural homeowners and the difficulty of appraising
their properties, rural mortgages are harder to sell on the secondary market. As a result, many
rural lenders — community banks, ¢redit unions, and other financial institutions — provide
mortgages with balloon payments and keep those mortgages in portfolio, The Truth m Lending
Act, as amended in 2010, recognizes the unigueness of the rural lending market. With regards to
balloon loans, the CFPB is permitted to include such loans as “qualified mortgages” if the
crcditorl“operales predominantly in rural or undeserved arcas” and fulfills other specified
critena.

Despite the intention to account for the needs of rural communities, the rules proposed by
the CI'PB in January 2013 contained a definition of “rural” that in fact excluded many rural
lenders. The definition left out counties that, while adjacent to urban areas, are still largely rural
in character. Furthermore, the county-leve] classification scheme poorly characterized
geographically large countics that have both rural and non-rural communities. Such a definition
would have in effect reduced access to mortgages in these areas. The CFPB wisely determined in
its September 2013 amendments to the final rule that it should provide a broad exemptton for
small lenders as it recxamines this definition.

As the CFPB considers further revisions, we urge the CFPB to adopt definitions of
“rural” and “underserved’ that fully include the community banks, credit unions, and other small
lenders serving rural homeowners. More generally, we urge the CFPB to provide sufticient
Hlexibility for small lenders, as these institutions are olten the sole source of credit for rural
communities

The CFPB has engaged in a difficult task as it seeks to protect homeowners from risky
mortgage products while preserving sufficient access to mortgage credit. As the agency
proceeds, we urge the CFPB 1o be aware of the diverse needs of both borrowers and lenders as

YI'tuth in Lending Act, 15 U.S.C. 1639C(b)(2)(15)



the agency works to cnsure that consumers in all communities have access to safe, affordable
mortgages.

Sincerely,

"_-.l\\.lw“
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Al Franken

United States Senator United States Scnator
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Heidi Heltkamp o f’ Mark Kirk
United States Senator United States Senator

__f \

% - fia L ‘*a)\/\M?\
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Thited States Senator United States Senator
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Mark Begich Roger P \}/icker
United States Senator United States Senator
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Tom Harkin rkowski
United States Senator United States Senator
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Mark L. Pryor Tom Udall
United States Senator United States Senator

L



Conqress of the Thuted States

Wlashington, C 20310

Fcbruary 26, 2014

Hon. Eric Holder

Attorney General of the United States
U.S. Department of Justice

950 Pennsylvania Avenue, NW
Washington, DC 20530

Dear Attorney General Holder:

We write today to encourage the Department of Justice (the Department) to continue a vigorous
review of potential payment fraud, anti-money-laundering violations, and other illegal conduct
involving payments by banks and third-party payment processors. We believe this review is
particularly important to preventing banks and third-party payment processors from facilitating
illegal lending, such as predatory payday lending. Stopping that facilitation, along with
preventing other payment system violations, is vital to protecting consumers across the country
and especially in many of the states we represent, where state laws outlaw abusive lending
practices.

The nation’s payment system, which clears millions of transactions every day, is the backbone of
the U.S. financial and economic infrastructure. Banks and third-party payment processors play a
central role in the operation of the payment system, and all Americans depend on the vigilance of
banks and payment processors to ensure they do not become unwitting victims of fraudulent
schemes.

Because of the importance of this task, the law obligates banks and payment processors to be on
the lookout for “red flags™ that may indicate a payment is improper or illegal. Department
enforcement plays a critical role in ensuring banks and payment processors meet these legal
obligations. Unfortunately, recent cases demonstrate the seriousness of the consequences when
those obligations are not met.! Accordingly, we urge the Department to enforce vigorously
applicable laws pertaining to payment fraud, money-laundering, and other illegal payments, and
we highlight below several issues of particular concern.

For example, know-your-customer obligations are critical to ensuring that banks do not process
payments for unlawful purposes, such as consumer scams, money-laundering, or unlawful

! See Complaint for Injunctive Relief and Civil Monctary Penalties, United Siates v. Four Oaks Fincorp, Inc., and
Four Oaks Bank & Trust Company, (E.D. N.C. Jan. 8, 2014), availablc at
http://www.courthousenews.com/2014/01/09/USvFourOaks.pdf.



Heon. Eric Holder
Page 2

pavday lending.? Many of the states we represent have passed strong consumer protection laws
that require small dollar lenders to be licensed and impose caps on rates those lenders can
charge, as well as other protections. Accordingly, when banks and payment processors process
payments for small dollar lenders, know-your-customer duc diligence should include a review of
whether the lenders hold all required state licenses and lend in conformity with state laws.

We arc also concerned by lenders’ growing use of “lead generators” to develop business. Lead
generators do not make loans but instead collect and auction a consumer’s application to the
highest bidder.® In some cases, this auction process can result in predatory payday lending that
does not comply with state law. In other cases, consumer information is purchased by entities
that fraudulently attempt to collect “debts™ the consumer does not owe. Given this history,
payments that are connected to lead generation should be closely scrutinized.

High rates of returned, contested, or otherwise failed debits or the regular use of remotely created
checks may also be signs of payment fraud and related violations by the banks or processors that
encounter them. In some scams, fraudsters deceive consumers into believing that they are taking
out a one-time loan with a one-time payment but their accounts are then repeatedly debited, even
after the consumcr has sought to stop payment or even closed the account.

Finally, failure to incorporate or maintain a business presence in the U.S. can also be indicative
of fraud and other payment system violations, including money-laundering. The use of shell
entities or other business structures that seek to evade relevant federal and state law is
particularly problematic as that can make it difficult for law enforcement and regulators to do
their jobs.

Banking regulators have appropriately deemed processing payments for many payday lenders as
a “high risk” activity for banks.* The Department plays a critical role in ensuring system-wide
compliance with anti-fraud, anti-money-laundering, and related laws, especially as it applies to
the unique risks associated with our payments system and we urge the Department to continuc its
vigorous oversight.

* See Jessica Silver-Greenberg, Major Banks Aid in Payday Loans Banned by States, N.Y. TIMES, Feb. 23, 2013,
available at http://www .nytimes.com/2013/02/24/business/major-banks-ald-in-payday-loans-banned-by-
states.html? r=0.

* See Carter Dougherty, Data from Payday Loan Applicants Sold in Online Auctions, BLOOMBERG NEWS, Jun, 8,
2012, available at http://www . bloomberg.com/news/2012-06-08/data-from-payday-loan-applicants-sold-in-online-
auctions.html.

* FDIC Financial Institutions Letters, Pavment Processor Relationships, Revised Guidance, Jan. 31, 2012, available
at hotp://www. fdic.govinews/mews/financial/2012/fil 12003 html.
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Thank you for your time and continued attention to this issuc.

Sincerely,

S Tl B st




Hon. Eric Holder

Page 4

cc:

Hon.
Hon.
Hon.
Hon,
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.
Hon.

Jacob Lew, Secrctary of the Treasury

Richard Cordray, Dircctor, Consumer Financial Protection Bureau

Tom Curry, Comptroller of the Currency

Martin Gruenberg, Chairman, Federal Deposit Insurance Corporation

Thomas M. Hoenig, Vice Chairmarn, Federal Deposit Insurance Corporation
Jeremiah O. Norton, Director, Federal Deposit Insurance Corporation

Janet Yellen, Chair, Board of Governors of the Federal Reserve System

Danicl K. Tarullo, Governor, Board of Governors of the Federal Reserve System
Sarah Bloom Raskin, Governor, Board of Governors of the Federal Reserve System
Jeremy C. Stein, Governor, Board of Governors of the Federal Reserve System
Jerome H. Powell, Governor, Board of Governors of the Federal Reserve System
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February 27, 2014

The Honorable Richard Cordray
Director

Consumer Financial Protection Bureau
1700 G Strect, NW

Washington, D.C, 20552

Dear Director Cordray:

[ write to you today to recommend I. Patrick O’Shauglinessy, Chief Executive Officer of
Advance America, for membership on the Consumer Financial Protection Bureau’s (CFPB)
Consumer Advisory Board (CAB).

Though I recognize that there is a genuine debate over how to meet the needs of the
millions of Americans who lack access to the traditional banking system and mainstream sources
of credit, I think it is important to have a wide range of perspectives represented in the
discussion. Mr. O’Shaughnessy is the CEO of a non-bank provider of consumer financial
services, and the cutrent chairman of the Board of Directors for the Community Financial
Services Assaciation of America (CFSA), the national association representing short-term
lenders. He is well-positioned to share industry and customer insight into consumer financial
services, especially with respect to the millions of unbanked Americans.

In passing the Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-
Frank Act), Congress included authorization for the establishment of the Consumer Advisory
Board to ensure the Bureau remains informed of “emerging practices in the consumer financial
products or services industry.” With his extensive experience in financial services — including as
CEQ and CFO of Advance America since joining the company in 2007 and 15 years in
investment banking — Mr, O’Shaughnessy would provide the CAB and CFPB with first-hand
knowledge of, and expertise on, the latest developments and trends in non-bank conswner
financial services, Mr, O*Shaughnessy would offer perspective on consumer lending’s past,
present, and future, as well as the role of federal and state regulations in presetving consumers’
ability to access credit. Mr, O’Shaughnessy would bring an important perspective as a provider
of services to the unbanked and underbanked, and offer insight into their financial decisions in
engaging non-bank providers,

In addition to offering a first-hand view into the latest developments in non-bank
financial services, Mr. O’Shaughnessy brings a research-oriented philosophy to financial
services. In the CAB’s meetings, he would provide impottant industry perspective with the goal
of preserving consumers® ability to access valued financial setvices with meaningful and
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essential consumer protections, while improving their creditworthiness and providing them with
expanded opportunitics to migrate toward mainstream banking services.

Throughout my career, [ have supported access to affordable, sustainable sources of
credit for all Americans. In recent years, we have experienced an economic crisis that severely
constricted access fo capital, Efforts to find solutions can benefit from having stakeholders of all
perspectives represented in the discussion,

I hope you will give his application to the CAB the consideration it merits.

Sincerely,

bl 5
enendez i ,

Rob

ert M _
United States Senator



Senate

February 28, 2014

The Honorable Richard Cordray
Director

Consumer Financial Protection Bureau
1700 G Street, NW

Washington, DC 20552

Dear Director Cordray:

[ am writing regarding the application of Angela Beilke to serve on the Consumer Financial
Protection Burcau’s {CFPB) Consumer Advisory Board.

Ms. Beilke is the vice president and mortgage department manager at American Bank & Trust in
Huron, South Dakota. As indicated on her resume, Ms. Beilke has gained valuable experience
and familiarity with rural lending and the mortgage market through her current role and previous
positions as a real estate loan officer and mortgage broker. She currently assists American Bank
& Trust’s compliance manager in audits and examinations, and she provides guidance and advice
1o loan officers concerning a range of federal consumer financial protection laws, She also
manages and directs the mortgage production of eight branches throughout South Dakota,
including origination, processing, underwriting, packaging, closing, funding, and services of
morlgage loans.

Since the creation of the CFPB, I have been pleased with the important outreach the Bureau has
conducted with consumer groups, the financial services industry, and the general public. I have
consistently heard positive feedback about the Bureau’s outreach efforts, and [ commend your
comntitment to a high level of public engagement to ensure the CFPB is transparent and
accountable to the public. As you consider applications, 1 hope that you will continue to seek
input from those familiar with the unique aspects of lending and berrowing in rural arcas.

Attached, please find Ms. Angela Beilke's application to serve on the panel. Thank you for your
consideration of Ms. Beilke’s application,

Sincerely,

ey lonsirn
-

F
TIM JOHNSON
Chairman
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VWASHINGTON 00 20810
May 14, 2014

Hon. Richard Cordray

[Director

Consumer Financial Protection Bureau

1700 GG Street NW

Washington, DC 20552

Dear Director Cordray:

Thank you for your attention to the issuc of payday lending. We have been pleased with the
efforts of the Consumer Finanecial Protection Burean (CFPB) to examine the small-dollar lending
market since some of us first contacted the CFPB regarding this issue. As CFPB prepares rules
governing the small dollar lending market, we urge you to move forward with reforms that
CNSUre CONsSumers can repay any borrowing they make and also to include critical consumer
protections for the online lending market.

Payday loans that hurt rather than help consumers struggling to pay their bills are predatory and
deceptive. Recent CI'PB findings show that over 80 percent of payday loans are rolled over or
rencwed within 14 days, and a separate survey shows that only 14 percent of payday borrowers
are able to repay the average payday loan. These results clearly indicate that these products are
not designed to provide emergency financial relief to consumers.' Sadly, the evidence shows
that these loans trap consumers in a ¢ycle ot debt in which consumers end up owing more than
the initial loan amount, an appalling practice that exploits the financial hardship of hard working
families and exhibits a deeply flawed business model that does not consider borrowers” ability to
repay the loan. The CFPB was established precisely to crack down on these types of predatory
practices and to provide strong consumer financial prolections our families need and deserve. We
urge you to swiftly take action.

We also encourage you to learn from the experience of the jurisdictions that have already
established important consumer protections for their small-dollar lending markets. For example,
Oregon law includes a minimum loan term, fee and renewal limitations, and a waiting period
between loans. One analysis of the impact of Oregon’s full set of reforms showed a $163 million

' Consumer Financial Protection Bureau, CFPB Data Point: Payday Lending, March 2014, available at
http:/iles.consumerfinance.cov/iF201403_cfpb_report_pavdav-lending.pdf ; Pew Charitable Trusts, How
Borrowers Choose and Repay Pavdey Loans, February 2013, available at

hitp:‘www. pewstates.org/uploadedFiles/PCS_Assets/2013/Pew_Choosing_Borrowing Pavday Feb2013.pdfi A
Pew Charitable Trust survey shows that 69 percent of borrowers turn to payday lanes for ordinary living expenses,
not for extraordinary expenses: Who Borrows, Where They Borrow, and Why, July 2012, available at
http:/'www.pewstates ore/uploadedFiles/PCS Assets2012/Pew Pavday lending Report.pdf
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reduction in loan fees in the first four years of implemen‘[ation.2 Although vour authoritics may
differ from that of the states, onc especially critical lesson is that laws should apply not only to
payday loans but also to auto title loans and other consumer loans. This broad scope of coverage
has been essential to ensuring that regulating predatory payday lending does not create
opportunitics for similarly harm{ul products disguised in different formats. We urge the CFPB
to follow a similarly broad approach for any rules it cralts in the small dollar lending market.

While predatory lending has been significantly curtailed in places that have cracked down on
small dollar loans, it has not entirely gone away, in part due to the growth of onlinc payday
lending. The Wall Street Journal has reported that online payday lending grew to $18.6 billion
in 2012, 10 percent more than in 2011, and that online payday lending now accounts for around
40 percent of all payday loans.” Moreover. online payday lending is just as predatory as its
storefront cousin. A survey of 20 online payday lender websites found that a typical two-week
$500 loan comes with an average cost of $125 or 632 percent APR.? Furthermore, online lenders
may be actively creating practical obstacles to law enforcement. Unscrupulous online lenders
are also able to exploit loopholes in the payment system to force repayment of loans cven when a
borrower tries to stop the payment or even close the bank account. Other complexities include
the dominant use of lead generators, who solicit and auction online payday applications to the
highest bidder. These practices create consumer confusion, aggravate opportunities for fraud,
and undermine law enforcement against illegal online lending.

In constructing proposed rules for the small dollar lending market, we encourage you to address
the challenge of online payday lending and to support the efforts of states and tribes that have
acted to protect consumers. The proposals set forth in the Stopping Abuse and Fraud in
Electronic (SAFE) Lending Act (S.172) are designed to do precisely that, and we urge you to
consider them closely. They would give CFPB support to states and tribes that are seeking to
enforcc their own laws, particularly against thosc entitics that may be difficult for states or tribes
to reach. They also would include limits on online lead generators and additional protections for
consumers from abusive withdrawals of funds. We believe that many of these proposals can be
implemented through CFPB regulation. Moreover, it is also critical here to take a holistic
approach to the small-dollar lending market and ensure that rules arc not too narrowly
constructed so as to push deceptive or abusive practices from one {orm into another.
Consultation with key stakeholders, including tribes, is also imperative.

Predatory payday lending has taken advantage of the fragile financial position of far too many
hard working families. We encourage the CFPB to move as quickly as possible to propose rules
that put a stop to predatory small-dollar lending practices, while preserving safer, more
affordable alternatives.

% The analysis also included the impact of Oregon’s 36% usury cap. Economic Fairness Oregon, Payday Lenders
Lose Interest; Oregon Consumers Pocket Savings: A look at the impact of the Oregon Payday Loan Reform Act,
May 2013, available at http: /A www .economictairnessoregon org/downloads/Payday%2 0Report%e20Final. pdf

* Alan Zibel and Brent Kendall, “Probe Turns Up Heat an Banks,” WALL STREET JOURNAL, August 7, 2013,
available at http:/‘online.wsj.com/article/SB10001424127887323838204578654411043000772 html

* Consumer Federation of America, (CFA Survey of Online Pavday Loan Websites, August 2011, available at

http:/www.consumerfed.oru/pdfs/CFAsurvevinternetPavdayLoanWebsites pdf
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June 20, 2014

The Honorable Richard Cordray
Dircctor

Consumer Financial Protection Burcau
1700 G Street, NW

Washington, D.C. 20552

Dear Dircctor Cordray:

Thank you for testilying before the Committce on Banking, Housing, and Urban Aftfairs at our
hearing on June 10, 2014 entitled "The Consumer Financial Protection Burcau's Semi-Annual
Report 1o Congress.” Inorder (o complete the hearing record, we would appreciate your
answers to the enclosed questions as soon as possible. When formatting your response, please
repeat the question, then your answer, single spacing both question and answer. Please do not
use all capitals.

Send your reply to Ms. Dawn L. Ratlift, the Commitiee’s Chief Clerk. She will transmit copies
to the appropriate offices. including the Committee’s publications office. Due to current
procedurcs regarding Senate mail, it is recommended that you send replics via e-mail ina MS
Word or .pdl attachment to Dawn_R athtllfaibanking senate. gov.,

[f you have any questions about this letter, please contact Ms, Ratlitt at (202)224-3043.

Sincercly,

—— e ——— o)y
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. /"

Tim Johnson
Chairman
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Committee on Banking, Housing, and Urban Affairs
The Consumer Financial Protection Bureau’s Semi-Annual Report to Congress
June 10, 2014

Questions for the Honorable Richard Cordray, Director, Consumer Financial Pretection
Bureau, from Chairman Johnson:

1. Many have raised concerns about the mortgage rules’ definitions of rural and
underserved. Director Cordray, you have stated that you will revisit these definitions
over the next two years. Can you provide an update on this process, including when you
think your review may be complete and what information or existing definitions you may
be reviewing or plan to review to determine how to define a rural area?




Committee on Banking, Housing, and Urban Affairs
The Consumer Financial Protection Bureau’s Semi-Annual Report to Congress
June 10, 2014

Questions for the Honorable Richard Cordray, Director, Consumer Financial Protection
Bureau, from Ranking Member Crapo:

1. As I have raised on several occasions, many basic questions concerning the CFPB’s data
collection activities remain unanswered. Using its supervisory authority, how many credit
card accounts does the Bureau collect data about on a monthly basis?

9. In 2013, the U.S. Department of Justice (DOJ) announced a consumer protection
initiative called “Operation Choke Point”. Its stated mission is to stop fraudulently
operating merchants from accessing the payments and banking system. DOI is using the
Financial Institutions, Reform, Recovery and Enforcement Act of 1989 (FIRREA) as its
principle tool to stop fraudulent activity. News reports suggest federal banking regulators
are making referrals to DOJ when a bank is believed to have violated FIRREA. Has the
Bureau made any referrals to DOJ to enforce FIRREA? If so, how many referrals have
been made?

3. The CFPB has noted in several publications that it uses its Consumer Complaint
Database to help identity concerning consumer financial products and services, which
should be addressed through rulemaking. Rulemaking for payday loans is a high priority
for the Bureau, but only accounts for 1% of total consumer complaints. Please explain
how the CFPB reconciles low consumer complaints and high consumer demand for this
product with the Bureau’s goal of taking regulatory action in this market.

4 The CFPB uses the concept of “behavioral economics™ to guide its market monitoring
and rulemaking activities. At its core, this philosophy says policymakers should make
certain choices for consumers because they can’t be expected to make rational decisions.
That is concerning because it places decision making in the hands of the government and
not every day citizens. Under behavioral economics theory, please explain how the CFPB
balances its view that a consumer financial product or service is harmful to consumers
with a product or service that has high consumer demand and low consumer complaints.

5 Ata 2013 Urban Institute conference, the Federal Housing Finance Agency’s project
manager for the National Mortgage Database, Bob Avery, stated the information
contained in the Database would be “casy to reverse f:ngineer”.[']'{21 Does the CFPB share

(M https:/ fwww.youtube.com/watch?v=xeHuSwb7hG8
& htt_p:!/www.urban.org;’eventsﬂunchtlme—Data—Talk—NationaI-Mortaaﬁe-Database,cfm




Committee on Banking, Housing, and Urban Affairs

The Consumer Financial Protection Bureau’s Semi-Annual Report to Congress

June 10, 2014

the assessment of the FHFA? Additionally, what steps 1s the CFPB taking to assist the
FHFA in preventing the reverse engineeting of information in the National Mortgage
Database?

. The April 2014 FHFA System of Records Notice (SORN) states the information in the
National Mortgage Database may be sourced from “other Federal government systems of
records”. Will the CFPB populate the database with any information it obtained through
its supervisory and/or examination authorities?

. Tn March, the Federal Reserve/ CFPB Inspector General issued a report concerning the
effectiveness and efficiency of the CFPB’s supervision programs. Specifically, the report
found the CFPB needs to improve its reporting timeliness and reduce the number of
backlogged, open exams. The Inspector General made 12 recommendations to improve
supervision. Please describe the progress the Bureau has made in implementing these
recommendations and an estimated timeframe for full implementation of all 12
recommendations. Additionally, please include a current assessment of the average
number of days to complete a CFPB examination.

. Last year, the National Automobile Dealers Association (NADA) developed a
comprehensive fair credit compliance program for its members. The NADA Program is
based on a fair credit compliance program that the Department of Justice (DOJ)
developed to resolve disparate impact allegations against two dealers in 2007. More
recently, DOJ has described the approach taken in the program as an effective way to
manage the risk of a fair credit viotation. Do you sce the release of the NADA program
as a positive development?

. In February, the CFPB sent a letter to 18 card issuing banks “strongly encouraging” them
to adopt the practice of offering their consumer’s free credit scores with each

statement. Unfortunately, the CFPB did not solicit public input before the letter was sent.
1t did not perform any cost-benefit analysis. Finally, it did not provide guidance on how a
company may legally adopt this practice. During examinations of these 18 card issuing
banks, will the CFPB examine for adoption of this “best practice™?

Lad
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Questions for the Heonorable Richard Cordray, Director, Consumer Financial Protection
Bureau, from Senator Menendez:

Improving gccess for unbanked and underbanked households:

According to a 2011 report from the FDIC, about 1 in 12 American households is “unbanked,”
meaning they do not have a checking or savings account at an insured depository institution.
One in 5 American households is considered “underbanked,” meaning they have access (0 a
deposit account, but also rely on alternative Financial services such as non-bank check cashing or
lending. Together, these groups account for about 34 million households.

I vaised concerns at a hearing a few weeks ago on short-term consumet lending about the need
for real, meaningful efforts to help these households who lack access 10 traditional banking

services access credit when they need it and build credit histories.

1. Can you please provide an update on what the CFPB plans to propose in terms. of new
regulations for short-term lending?

7 When families with lower incomes have credit needs, what are some of the solutions
available to them that are most offective? What should we be looking to as successful
models?

3. In looking to develop credit products for lower-income CONSUMErs, can mission-driven
lenders alone achieve sufficient scale to fully serve the market? Or do we also need profit-
seeking capital for the market o be self-sustaining — and if so, how do we achieve that goal
in a way that meets consumer demand with effective loan structures and consumer
protections?
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Questions for_the Honorable Richard Cordray, Director, Consumer Financial Protection
Bureau, from Senator Moran:

L. The National Automobile Dealers Association (NADA) recently brought to my
attention a comprehensive fair credit compliance prograim it developed for its
members. The NADA Program is based on a fait credit compliance program
that the Department of Justice (DOJ) developed to resolve disparate impact
allegations against two auto dealers in 2007. Tt is my understanding that the
DOJ has been complimentary of the program as an effective way to manage the
risk of a fair credit violation. Do you see the release of the NADA program as a
positive development?

2. As ] understand the issue, retailers typically set their retail margin based on cost
and competition considerations in their local market. Retailers aiso serve
different demographic populations. This means that the portfolio ol an auto
lender that buys credit contracts from dealers around the country could reflecta
pricing difference between various groups of consumers for no other reason
than the fact that different dealers set different retail margins and they each
serve different groups of consumers. 1f dealers broadly and faithfully adopt an
approach to managing the risk of fajr credit violations at the retail level, what is
the policy justification for holding lenders accountable for any pricing
imbalances that exist solely at the portfolio level?

3. [n previous responses to my guestions on indirect auto lending, you have
repeatedly mentioned that auto lenders may eliminate their fair credit risk by
compensating dealers for originating the credit contract with a flat fee or a fee
based on some other “non-discretionary” pricing formula. Even if every lender
were to adopt such a compensation approach, is it the CFPB’s conclusion that
this would “climinate” dealer pricing discretion when multiple auto lenders
would continue to compete for the dealer’s business by offering different
payment amounts and the dealer would still select the lender to which it would
sell the credit contract? And if getting auto lenders to adopt fixed payment
formulas fails to eliminate the dealer’s pricing discretion, then how would the
CFPB’s flat fee solution offer consumners any more protection from a fair credit
violation than the present system of compensation for dealers?
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4. Auto lenders and dealers have been asking for additional information and
clarification from the CFPB's guidance issued last year. As you well know, [
have been seeking additional information regarding the statistical accuracy of
the data the CFPB used to arrive at the conclusion that this guidance was
necessary. Do you intend to provide clarifications so that lenders (1) more
clearly understand what is expected of them and (2) can more effectively

comply?
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Questions for the Honorable Richard Cordray, Director, Consumer Financial Protection
Bureau, from Senator Reed:

1. Could you explain why it is so important for the Department of Defense to finalize its
update of the Military Lending Act rules and how these updated rules would protect our

service members and their families?




Committee on Banking, Housing, and Urban Affairs
The Consumer Financial Protection Bureau’s Semi-Annual Report to Congress
June 10, 2014

Questions for the Honorable Richard Cordray, Director, Consumer Financial Protection
Bureau, from Senator Toomey:

1. According to the RFP put out by the CFPB, the 9 issuers you intend to collect data from
are different from the 9 issuers the OCC is collecting data from. My understanding is that
gathering data from 10 issuers would trigger an OMB review and a period for public
comment. With a data mining exercise of this size and scope, shouldn’t it be reviewed
and shouldn’t the public have the opportunity to express their opinions on what is
happening with their data?

7. Why does the Bureau think that it needs access to data on over 900 million credit card
accounts?

a. I your goal is to study trends and usage behavior, why not just sample
anonymously rather than collect information on every accouni?

b. Will the CFPB commit to dumping or deleting data that it doesn’t need to conduct
a meaningful analysis?

1 Given the number of fields this database will have, what's to stop a contractor or the
government ifself from matching up supposedly “anonymized accounts™ with individual
consumers?

4. [n an answer to one of my questions at your last appearance before this committee, you
stated that it was your understanding that “bulletins” are merely restatement of existing
law. If you recatl, we respectfully disagreed. In hearing from regulated entities, many do
not believe they have sufficient clarity in knowing who these bulletins apply to, and what
they must do to avoid an enforcement action.

a. Do you still maintain that these are not substantive in nature?

b. Have you received requests from regulated entities asking for additional clarity
with regards to the application and substance of previously published bulletins?

5 When the Bureau decides to publish a Bulletin, does it follow an established process?

a. What process (either established. or ad-hoc) does the CFPB go through when
putting out a builetin?

b. Does the CFPB solicit or otherwise receive input from stakeholders prior to
publishing them?
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6. A recent report issued by the Philadelphia Federal Reserve Bank under its ““Working
Paper Series™ found that tighter regulation of third-party collectors is associated with
creditors extending less credit to consumers and at higher interest rates. The report
concluded that “financial regulation that institutes strong consumer protection must be
balanced with creditor rights in order for the latter to extend consumer credit in the first
place.”

a. Given the research on the economic implications, why shouldn’t the CFPB
consider addressing specific concerns rather than an expansive rule that may
ultimately hamper a consumer’s access t0 credit?

b. As the Bureau engages in its debt collection rulemaking, how will you ensure that
there is balance between strong consumer protection and creditor rights?

7. In its report to Congress, the CFPB purports that it is using debt collection complaint data
to shape its public policy direction. At the same time, the CFPB clearly states that
complaints received are not reviewed or investigated to determine whether actual
wrongdoing or illegal activity has occurred. If that's the case, how is it that this
inherently subjective data you are collecting can be credibly used to shape meaningful
public policy decisions?

8. How would a provider of a consumer financial product or service go about determining
whether a new product or the business process they use complies with federal consumer
financial law? Does the Bureau have a procedure to receive questions from regulated
institutions and provide participants in the market with some certainty that they’re
following the law?
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Questions for the Honorable Richard Cordray, Director, Consumer Financial Protection
Bureau, from Senator Brown:

In January, the Consumer Financial Protection Bureau (CFP'B) implemented new high-cost
mortgage loan provisions of the Home Ownership and Equity Protection Act (HOEPA) that
expand the types of loans covered by HOEPA and further defined the interest rate and “points
and fees” triggers for HOEPA's protections.

[ have heard concerns that this is having a particularly detrimental effect on the manufactured
housing industry, where home prices are lower and fixed fees make up a larger percentage of the
overall loan amount.

1. What steps has CFPB taken to monitor the effects of new high-cost mortgage loan
provisions on the manufactured housing market?

2. Have these new provisions restricted access to credit and, if so, what steps with the CFPB

take to protect consumer access to affordable mortgage loans, including manufactured
home loans?

10
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Mr. Richard Cordray

Director

Consumer Financial Protection Bureau
1700 G Strect, N.W.

Washington, D.C. 20552

Dear Director Cordray:

Small-dollar credit products affect the lives of millions of Americans. The United States now has an
estimated 30,000 payday loan stores, more than the number of McDonalds and Starbucks combined.'
The Federal Deposit Insurance Corporation (FDIC) estimates that nearly 43 percent of U.S. households
have used some type of alternative credit product in the past.” The Center for Financial Services
Innovation estimates that alternative financial products generated approximately $89 billion in fees and
interest in 2012 -- $7 billion from payday loan fees alone.’

The Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank Act) authorizes your
agency, the Consumer Financial Protection Bureau (CFPB), to examine all payday lenders, and any
other non-bank lenders that are larger participants in their credit markets.’ The CFPB has authority 1o
prevent any covered financial service provider from “committing or engaging in an unfair, deceptive, or
abusive act or practice™ and to write rules identifying such practices by particular covered financial
services providers.5 As the CFPB noted in its Regulatory Agenda, you are also in the pre-rulemaking
stage of issuing new regulations for payday loans and other small-dollar products.

As you develop these rules, it is essential that all of these like products are treated equally. In your
testimony last week before the Senate Committee on Banking, Housing, and Urban Affairs, you noted
that payday lenders were able to skirt the 36 percent interest rate cap in the Military Lending Act of
2007.% As you know, in 2008, our home state of Ohio also enacted the Short Term Loan Act imposing a

' See Paige Marta Skiba & Jeremy Tobacman, Do Payday Loans Cause Bankrupicy? |, Vanderbilt Law and Economics
Research Paper No. 11-13 (Feb. 23, 2011) available at brtp: _papers.ssmmcomysel3/papers.cim?apstrags_id=1266715.

* See Fed. Deposit Ins, Corp., 2011 FDIC National Survey of Unbanked and Underbanked Households 29, Sept. 2012
available at hitp: Ywww idic cos householdsurvey 20012 cnbanhedreportpdl,

? See Crr. for Fin. Servs, Innovation, 2012 Financially Underserved Market Size Study 1, Dec. 2013 available at

atps www.efsinnovation.com RES 205 2-Market-Size-Kpowledge-Brief-Dec2013.pdf; see also Prepared Remarks by
Richard Cordray, Director of the Consumer Financial Protection Bureau, Payday l.oan Field Hearing, Birmingham, AL. Jan.
18, 2012 available at hitp: www consumerfinance, gov ey ~room remarks-by-richard-cordray -at-the-payday-loan-ticid-
aearing-in-birmingham-al .

* See PUB, L, N0, 111-203 (2010) at § 1024(a)(1XB), (E); see also Bureau of Consumer Fin. Prot., Defining Larger
Participants in Certain Consumer Financial Products and Services Markets, 76 Fed. Reg. 38059, 38061-62 (June 29, 2011)

S PuB. L.No. 111-203 at § 1031(a), (b).
% See 10 U.S.C. § 987(b) (2012).




28 percent interest cap on payday loans.” After that law passed. payday lenders reorganized to continue
lending under the state’s thrift charter.® This action was challenged by local legal aid organizations, but
the Ohio Supreme Court recently upheld these predatory loans.” Ohio has also seen a rise in auto title
lending since the passage of the 2008 law."”

Because most small-dollar, short-term loans possess three of the “Four DDs” that negatively affect
consumers — deception. debt traps, and dead ends'' — the CFPB must address the full spectrum of
products being offered to consumers, including:

A. Auto Title Loans — Auto title loans contain similar features to traditional payday loans. Instead of
providing a postdated check, borrowers must provide their car’s title as collateral.'? Auto lending
advertisements may tend to promote the speed with which consumers will have access to cash. but
may not generally mention the interest ratc of the loans, the likelihood a loan will result in a vehicle
being repossessed, or the likely amount of time it will take for the borrower to repay the debt.'® One
study described the pricing terms as “shrouded by the timing in which the borrower receives it,”
namely at the time that the loan is made. rather than the beginning of the application process.'* The
same study noted that laws governing title loans generally do not disclose the “pattern of usage
information to inform borrowers about the likelv consequences of having taken out a loan.”"
Researchers note that the proceeds from interest and fees are much more profitable to lenders than
the value of repossessed collateral.'®

B. Online Payday Loans — While online payday [oans make up a minonty of the total loan volume,
their market share has been growing in recent years.'” Online loans tend to be offered with fees equal
to or higher than storefront loans — their major cost drivers are customer acquisitions (often through

" See Sheryl Harris, Payday Bartle Reaches Ohio Supreme Court, THE PLAIN DEALER, Dec. 11, 2013 available at

hip: www . cleveland.com corsumerattaes indexcssT 2013 12 mvday_battle_reaches_ohio sup html,

* See id

® See Ohio Neighborhood Fin., Inc. v. Scott, Slip Opn. No, 2014-Ohio-2440 (Ohio, June 11, 2014) availabie at

Fup: www supremecourt.onuegoy rod doesspd 702004 20 5-ohio- 23440, pdf,

' See David Rothstein, Keys for Collateral How Auto-Title 1.oans Have Become Another Vehicle for Payday Lending in
Ohio, Policy Matters Ohio, Dec. 2012 available at http: www policvmatiersohio.org wp-content upicads/ 2012712 Avto Tile-
Dec20i 2pdf,

"' See Prepared Remarks of Richard Cordray, Director of the Consumer Financial Protection Bureau,

American Banker Regulatory Svmposium, Sept. 24, 2013 available at hiip; ‘www.conzumertinance. 2oy newsroom diregtor-
gp_rgra\'—ren‘.arks-at-the-amerfcan-bani{g_r;reuu]atm‘\_'—svmposiu;n__.

‘= See David Rothstein, Kevs for Collateral: How Auto-Title Loans Have Become Another Vehicie for Payday Lending in
Ohio 4, Policy Matters Ohio, Dec. 2012 availabie at hipr waw, policy maltersohio.org wp-

content uploads 201212 AutoTile-Dec20i2 pdf.

~ See Kathryn Fritzdixon, Jim Hawkins & Paige Marta Skiba, “Dude, Where’s My Car Title?: The Law, Behavior, and
Economics of Title Lending Markets™ 39-40, Soc. Sci. Research Network, Feb. 25, 2013 available at

*1d, at 40,

P rd

' See id., at 43.

"7 See Alan Zibel & Brent Kendall, Probe Turns Up Heat on Banks, WALL ST. )., Aug. 7. 2013 (*The volume of online
pavday lending ... [is] up 19% from the previous year, accounting for nearly 40% of industrywide payday-loan velume[.]")
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lead generation) and loss rates that are higher than brick-and-mortar payday lending.'® Some online
payday lenders have been establishing operations offshore or in states with permissive lending laws
in order to argue that they are not subject to more stringent restrictions.'

C. Instaliment Loans — A number of payday loan companies have expressed their interest in or intent
to move to an installment loan model.”® In states with more restrictive lending laws, installment
lenders may tend to sell add-on products — such as credit, auto, and health insurance policies — the
associated costs of which are not necessarily required to be disclosed to consumers under the Truth
in Lending Act (TILA).?' Some have expressed concems about certain features of instaliment loans.
tncluding high origination fees and front-loading of interest, that create incentives for repeated roll-
overs, also known as “flipping.”** For example. one installment lender reported that rolling over
existing loans makes up more than three-quarters of its loan volume.”

The CFPB is charged with “ensuring that all consumers have access to ... consumer financial products
and services |that] are fair, transparent, and competitive.” It is clear that the state-based system of
regulating alternative financial products contains deficiencies that run counter to the CFPB’s mission.
Therefore, the CFPB must use its robust consumer protection authority to write rules for small-dollar
loans that will fill the gaps left by inadequate state laws.**

Thank you for your attention to this matter of great importance to Ohio consumers.

Sincerely.

Sherrod Brown
United States Senator

'* See Bureau of Consumer Fin. Prot.. Payday Loans and Deposit Advance Products: A White Paper of Initial Data Findings

whitepapar.pdl.

*® See Zibel & Kendall, supra.

* See Carter Dougherty, Payday Lenders Evading Rules Pivot to Instaliment Loans, BLOOMBERG, May 29, 2013 available at
bup: www.bloomberg.com news 200 3-05-29/pavday -lenders-evading-rules-pivot-to-instal lmant-ioans. ym].

! See Paul Kiel, The 182 Percent Loan: How Installment Lenders Put Borrowers in a World of Hurt, PROPUBLICA, May 13,
2013 available at hup: . www_ propublica.orgfarticle’instaiiment-loans-world-finance. One large installment lender reported in
its SEC filings that 30 percent of its annual profits came from offering credit insurance. See Herb Greenberg, Keep An Eve on
This 204% Lender, CNBC.com, July 19, 2012 available at http: www.cnbe.com:ad: 4823877 .,

% See Nick Bourke, Alex Horowitz, Waiter Lake & Tara Roche, Payday Lending in America: Policy Solutions 34, The Pew
Charitabie Trusts, Oct. 30, 2013 available at

Rrtp: www pewstates.org upioadedliles PCS Assets 2013 Pew Pavday Policy Selutions et 20113 pdfl

3 See Greenberg, supra.

** It is notable that the CFPB has also used its enforcement authority to bring an enforcement action against an online payday
iender affiliated with tribal lenders for allegedly engaging in unfair, deceptive, and abusive acts and practices by attempting
to collect on high-cost loans that violated state licensing requirements and usury caps. See Bureau of Consumer Fin. Prot..
Press Release, CFPB Sues CashCall for Illegal Online Loan Servicing, Dec. 16, 2013 available at

arp: www consumerfinance 2ov new sroom.eiph-sues-casheail-for-illegal-online-loan-servicing .

-
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July 28,2014

The Honorable Richard Cordray
Director

Consumer Financial Protection Bureau
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray;

On behaif of the Senate Committee on Banking, Housing and Urban Affairs, I am writing to confirm
that you will testify before the Committee at our hearing entitled “Wall Street Reform: Assessing and
Enhancing the Financial Regulatory System.” The hearing is scheduled for Tuesday, September 9, 2014
at 10:00 AM., in Room 538 of the Dirksen Senate Office Building,

As the Committee continues its oversight of the implementation of the Dodd-Frank Wall Street Reform
and Consumer Protection Act (the Act), we request that your testimony discuss your agency’s progress
in completing the rulemakings required by the Act. Please list the rules required by the Act that your
agency has not completed and outline the timing for your agency to finalize these rules. Please provide
your assessment of how rules completed by your agency have improved financial stability, reduced
systemic risk, enhanced transparency, or better protected consumers or investors. Piease outline steps
your agency has taken to ensure eftective supervision of those financial institutions under its jurisdiction
and full compliance by those institutions with the law. Please also suinmarize actions your agency has
taken to eiiminate any regulatory gaps in oversight of the U.S. financial system as well as efforts your
agency has taken to better coordinate with other domestic and international regutators.

For purposes of the Commitiee Record and printing, your written statement must be submitted in
electronic form by e-mail to laura_swanson@banking.senate.gov and dawn_ratliffi@banking.senate.gov,
or onn a CDRW in WordPertect (or other comparable program) format, double spaced. Also, two
ORIGINAL copies of the statement must be included for the printers, along with 73 copies for the use of
Commuttee members and staff. Your statement should be sent no later than 24 hours prior to the
hearing. Your oral statcment should be approximately 5 minutes in duration. Your full statement witl
be made part of the hearing record.

If you have any questions regarding the hearing, please contact Laura Swanson at (202) 224-1646.

Sinc-erely,

Z\Aﬂm}*\___
Tlm Johnson

Chairman
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August 5, 2014

The Honorable Richard Cordray The Honorable Edith Ramirez
Director Chatrwoman

Consumer Financial Protection Burcau Federal Trade Comimission

1700 G Strect Northwest 600 Pennsylvania Avenue Northwest
Washington, 1.C. 20552 Washington, .C. 20580

Dear Director Cordray and Chairwoman Ramirez:

We write o express grave concern about a loophole in the Fair Debt Collection Practices
Act (FDCPA) that has made servicemembers vulnerable to abusive loan contracts, and urge you
to usc your authority to close this loophole and take any enforcement actions consistent with the
law.

[Last week, ProPublica reported on a business that appears to be using an FDCPA
loophole 1o sue thousands of servicemembers in a venue where they often cannot adequately
defend themselves. In their contracts, the business has required borrowers to agree that any
resulting legal action against the borrowcers could be brought in a single court in the same
location as the company headquarters, regardless of where the fransaction takes place or where
the servicemember lives, even if he or she is deployed. The business has reportedly obtained
thousands of default judgments against servicemembers who cannot be present and have no
meaningful legal representation.

Courts ought not to be issuing or enforcing judgments in cases that are brought through
the use of such unfair practices, and your agencies have a role in ensuring that they do not do so.
For third-party debt collectors, forcing consumers into such venues would be unequivocally
illegal, as the FDCPA already contains strict requirements that legal action against consumers be
undertaken either in a jurisdiction where the consumer signed the contract or where the consumer
resides when the action is inifiated. As the business brings these actions itseld, rather than using
an attorney, the FDCPA does not apply. But suing consumers in places lar away from where they
live is clearly an unfair practice (UDAP) that your agencies have the power to explicitly prohibit
for original creditors, as well.

As the National Consumer Law Center makes clear in its UDAP manual, there is ample
precedent for this decision in numerous legal cases that have established such venue rigging as
unfair under both state laws and in federal circuits. We therefore urge your agencics to issue
regulations that expressly forbid such suits against consumers — and the binding clauses that
purport to allow this litipation -- by original creditors. Courts need to know, unambiguously, that
they cannot allow such suits to procecd. We also strongly encourage you to use your
enforcement powers to stop such predatory schemes where they exist.



More broadly, we urge the Bureau to review the broad range of unfair, abusive, and
deceptive practices by original creditors that the Bureau may capture in its upcoming
rulemaking. As a group of Senators noted in a comment letter five months ago regarding the
Burcau's Advance Notice of Proposed Rulemaking on debt collection practices, original
creditors often get away with the sorts of harassment and intimidation that are already illegal for
third-party cellectors under the FDCPA. This is wrong, and the Bureau has the power to stop it.
The ProPublica story is a wake up call that where loopholes in the laws and regulations on debt
collection exist, predatory colicctors can and will use them. We look forward to working with
you over the coming months to make surc the updated regulations put stronger, more effective
prolections in place.

Sincerely,

foood Llpmin ) e, . Wi outy

RICHARD BILUMENTITAL ED MARKEY
United States Senale United States Senate
%; Obate yo K Do
TOM UDALL MA/[P ]RONO
Bi/tc’fi,l%tcs Senate United Status Senate
/ o } / ) W ‘ ‘ 1
1M KAINE [/ &= MARK R. WARNLR
United States Senate United States Scnate
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August 5, 2014

The Tlonorable Barack Obama
President of the United States
1600 Pennsylvania Avenue
Washington, DC 20500

Decar Mr. President:

In light of the financial collapse of Corinthian Colleges we write to express our scrious concern
with the financial integrity and stability of a number of companics operating large for-profit
colleges and ask for an expedited responsc to a number of important questions this issuc raises.

The recent announcement that Corinthian Colleges Inc. will largely cease operating while
currently serving over 70,000 students has revealed a startling lack of liquidity and an
unacceptable reliance on federal financial aid dollars for day-to-day operations, [t is also
extremely troubling that recent press accounts revealed that the Department of Education did not
have ample information, resources, or the expertise needed to properly assess Corinthian’s dire
fiscal condition. Though financial analysts were well-aware of the precarious financial situation
of Corinthian, the Department apparently was not. As one Department of Hducation official
noted in a recent press article, the government’s financial monitoring system “didn’t woik in the
case of Corinthian.” Even with the receipt of billions of taxpayer dollars, it is simply
remarkable that Corinthian was unablc to continue operations in the absence of additional federal
financial aid funds for a mere three weeks,

In broader terms, Corinthian Colleges Inc.’s failure raises serious questions about the financial
intcgrity of other similarly situated, publicly traded, for-profit colleges. The Departiment’s own
records indicate that more than 23 additional companies that enroll 4,000 or more students
currently have failing or close to failing financial integrity scores. One publicly traded company,
ITT Tech, for instance, has alrcady notified investors of significant financial concerns. Given
that students attending such schools, including Corinthian, hold a combination of Title IV,
institutional, and other private loans, we belicve it is absolutely critical to protect these students
[rom a repeat of Corinthian.

We urgently need to bring all relevant federal agency expertise to bear in assessing the risk 1o
students and taxpayers of another massive institutional failure, To this end, we urge the
Administration, and especially the Department of Education, to undertake a full assessment of
the risk posed by institutions that have a similar profile to Corinthian, addressing at minimum the
following questions;

« Docs the federal government have adequate tools to determine the solvency of for-profit
education companics on a real-time or reasonable basis?

o If so, to what extent does the relatively insolvent nature of these corporations pose a
substantial risk for students, taxpayers, and investors?



o If placed under heightened cash monitoring status like Corinthian, to what extent could peer
for-profit companies continue to operate on credit or cash reserves without federal funds for
extended periods of time?

o To what extent do “goodwill” accounting metrics mask or understate fiscal responsibility
problems as part of the Department of Education®s formal revicw pracess?

+ To what extent do “goodwill” calculations at these schools need to be reassessed in light of
the financial demise of Corinthian Colleges?

« T'o what extent are these {irms capitalized to withstand pending statc and federal lawsuits?

o To what extent are these firms capitalized to withstand likely regulatory and statutory
changes?

« What steps has the Departiment alongside other agencies taken to protect veterans,
servicemembers, and other beneficiaries that are less likely to participate in the Title [V
programs?

o  What steps are needed to strengthen the Department of Education’s current financial
responsibility procedures to better protect students, taxpayers and invesiors?

Unfortunately, we arc just beginning to understand the true ramifications to students and
taxpayers of the Corinthian house of cards. For the sake of all stakeholders, it is imperative that
we receive timely information to these critical questions

Sincerely,

~

Lt : AN A

Tom Harkin ichard I. Durbin
nited States Scnator United States Senator

. g

‘ Brian Schatz
nited States Senator United States Senator
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Jack Reed Kay flagan 4
United States Senator United States Senator
cC: Hon. Arme Duncan, Sceretary of Education

Hon. Mary Jo White, Chair, United States Securities and Exchange Commission
Hon. Jacob J. Lew, Scerctary of the Treasuty



Hon. Rich Cordray, Director, Consumer Financial Protection Bureau
Cecilia Muiioz, Director, White TTouse Domestic Policy Council
Jeffrey Zients, Dircctor, White House National Economic Council
Hon. Scan Donoevan, Director, Office of Management and Budget
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August 5, 2014

‘The Honorable Richard Cordray
Director

Consumer Financial Protection Burcau
1700 G Street. NW

Washinglon. D.C. 20552

‘The Honorable Charles T. 11agel
Department of Defensc

1000 Dcfense Pentagon
Washington. DC 20301-1006

Dear Director Cordray and Secretary Ilagel,

We write 1o call your attention to a recent report that certain retailers have undertaken aggressive
debt collection actions against active duty servicemembers without affording them. arguabty, a
real opportunity to defend themselves. We urge yvou to investigate these claims, educate our
servicemembers about these practices and look into potential actions we can take to ensure that
active duty servicemembers are able to defend themselves.

The Servicemember Civil Relief Act (SCRA) protects the legal interests of our servicemembers
who often face unique financial circumstances as a result of their deployment or service to our
nation. SCRA allows servicemembers to devote their full attention to protecting our country and
seeks to prevent unscrupulous actors from taking advantage of financial challenges that may
result from a deployment,

A recent report from ProPublica and the Washingron Post alleges that certain retailers may have
violated the spirit of this law. According to the report, these retailers seemingly included a
provision in the fine print of their contracts that allows the retailers to bring suit against
servicemembers in certain jurisdictions in the Commonwealth of Virginia, cven though they may
not be based there or, in fact, ever have been based there. Since many active duty
servicemembers are often transferred out-of-state — or even out-of-couniry — it is more difficult
for them to defend themselves. As a result, the retailers are alleged to have used these cases to
force involuntary garnishment of servicemembers® wages while they are serving our

country. The report also calls into question the adequacy of the defense provided by the courts in
these instances.

We urge vou to fully investigale these claims and educate our servicemembers about their rights
and the debt collection practices used by these retailers. In addition, we encourage you to
determine whether there are any actions we can take to ensure due process for our
scrvicemembers, especially the practice of including contractual provisions that may limit
servicemembers’ ability 1o defend themselves while they are on active duty.



Thank you for your attention to this matter.

E Jearme Shahcen '

United States Senator

Holod Clbmin )

Richard Blumenthal
United States Senator

/M/L,

Tim Kaine
United States Senator

N

I nited States Senator

Mok € Ve,

Mark R. Warner
United States Scnator




ROBERT MENENDEZ
Rabid

Lnited States Senate

A RAN WASHINGTON, DC 20510-30058

August 11,2014

The Honorable Arne Duncan The Honorable Richard Cordray
Sccretary Director

U.S. Departient of Education Consumer Financial Protection Bureau
400 Maryland Avenue, SW 1700 G Street, NW

Washington, DC 20202 Washington, DC 20220

Dear Secretary Duncan and Director Cordray:

[ write regarding the need for strong consumer protections relating to “campus banking
product™ or “campus card” arrangements between educational institutions and financial service
providers. In particular, as the Department of Education prepares to move forward with new
rules governing colleges’” and universities’ arrangements with financial service providers to
deliver student financial aid, students need strong protections relating to the fees they can be
charged to access their financial aid funds, fair choice in how funds are delivered, protection
from potential conflicts of interest for a university or its officials, and privacy of student
information.

As you know, many educational institutions are increasingly partnering with financial
service providers to deliver student financial aid through campus banking products or campus
cards, which typically involve a prepaid card loaded with the student’s financial aid credit
balance or a debit card linked to a checking account opened for a student. While these
arrangements can sometimes offer benefits, such as helping some schools to reduce payment
processing expenses or expanding student options for receiving funds, they also present
challenges.

Most notably, campus cards can expose students to hidden or abusive fees, including
overdraft fees, swipe fees, ATM fees, inactivity fees, account closurc fees, and fees to transfer
the student’s money from the campus card to his or her own account.! Even worse, students may
not be fully aware of these fees up front or of their alternatives for receiving financial aid funds,
or the school or financial institution may sign them up through a process that disfavors lower-
cost options. Some card providers, for example, will provide a student with an inactive card and
allow students to access their aid money immediately if they use the provider’s product, but
make them wait several days for their funds if they opt for a direct deposit or check instead.> At
least one school’s website also allowed students to sign up for a partner provider’s product

'gee U.S. General Accountability Office, College Debit Cards: Actions Needed to A ddress ATM Access, Student
Choice, and Transparency, Feb. 2014, at 45-48 and US PIRG Education Fund, The Campus Debit Card Trap: Are

Bank Partnerships Fair 10 Students?, May 2012, at 32-34,
2 See U.S. Department of Education, Office of the Inspector General, *“Third-Party Servicer Use of Debit Cards to

Deliver Title IV Funds,” March 10, 2014 (“QIG Report™}, at 9.
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directly through its main page, while burying alternatives under a much more cumbersome
process many clicks away.

Put simply, students should not be charged extra fees to access their financial aid funds,
whether at account opening or later, and schools should not be steering students towards high-fee
products. The Department of Education and Consumer Financial Protection Bureau (CFPB) can
remedy these problems by requiring clear disclosures of all fees and prohibiting the most abusive
fees—especially overdraft—for all prepaid cards and other accounts established in connection
with the financial aid process or relationship with the school and receipt of student aid funds. In
addition to overdraft fees, other examples include charges for customer service, inactivity, to use
or transfer the money in an account or close an account, or for failure to maintain a minimum
balance. In the case of prepaid cards, which are not yet required to have the same protections as
debit cards despite their similar use by consumers, [ also urge the Department and CFPB to
require Regulation E protections if a card is lost or stolen and FDIC or NCUA insurance.

The structuring of student options also matters. What selection is made for students, for
example, when they fail to make an affirmative choice at enrollment or account closure? Does a
school or financial institution make it more difficult for students to sign up for lower-fee options
than higher-fee ones? Students should have a fair choice to receive funds by direct deposit to an
account of their choice, in a manner that is no more onerous or less timely than for a sponsored
campus card option. While banks may wish to use campus account relationships to market other
services, students’ accounts and cards should not be linked to or converted into credit cards or
other credit products; the distinction between a campus card and any credit products should be
clear, so that students are not inadvertently steered into arrangements that can create additional
debt and fees. And when a student closes his or her account, any balance remaining should be
transferred to an account of the student’s choice without additional charge.

In addition, because many financial service providers pay schools to be the preferred or
exclusive provider of campus banking products such as campus cards, there is a clear need for
strong rules to address potential conflicts of interest, both at the institutional level and regarding
incentives for university personnel involved in the selection of campus banking partners and the
financial aid process. Earlier this year, the Department of Education’s Office of the Inspector
General reported that three of four schools whose campus banking agreements it reviewed “bad
contractual relationships that included some form of financial incentive that could create the
potential for conflicts of interest.™ As the CFPB has noted, cases in the private student loan and
credit card contexts have also sharply illustrated the conflicts that can arise at both the
institutional and personal levels.” The financial aid system exists for the benefit of students, and
students and their parents should have no doubt that school officials are putting the best interests
of students first.

3 See OIG Report at 9-10,

* OIG report at 15.

* Consumer Financial Protection Bureau, Banking on Campus Forum, Sept. 30, 2013, at 4,
http:/¢files.consumerfinance.gov/f201309 _cfpb_banking-on-campus-forum.pdf. See also, e.g., Jonathan D. Glater,
“College Officers Profited by Sale of Lender Stock,” The New Yark Times, April 5, 2007, available at:
hitp:/fwww.nytimes.com/2007/04/065/education/35]oans.html?_r=0&pagewanted=all.
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Finally, because campus financial product arrangements can involve the use of students’
personal information, [ also encourage the Department of Education and CFPB fo require strong
safeguards and oversight to protect students’ privacy and data security. Schools should not be
providing, for example, and third-party financial companies should not be collecting, information
from students beyond what is necessary to perform their contracted functions.

In an era of tight budgets, schools may be seeking to reduce their costs whenever
possible. It is unacceptable, however, if the result means greater expenses or vulnerability for
students, particularly those receiving financial aid who, by definition, have the least capacity to
bear additional expenses.

[ appreciate your attention to this important matter.

Sincerely,

ROBERT MENENPEZ
United States Senatdr



Commiittee on Banking, Housing, and Urban Affairs
Wall Street Reform: Assessing and Enhancing the Financial Regulatory System
September 9, 2014

Questions for Director Cordray, Director, Consumer Financial Protection Bureau, from
Senator Johnson:

1) In your testimony before this Committee in June, you discussed the progress being made
on coming up with a rural definition for the Bureau's mortgage rules. Can you provide an
update on that process?

2) Although the CFPB docs not have cxamination authority over financial institutions with
total asscts of less than $10 billion, its rules can have an impact on smaller

institutions. Can you describe what you have donce to ensure that the needs and concerns
of community banks and credit uniens arc considered at the Burcau?



Commiittee on Banking, Housing, and Urban Affairs
Wall Street Reform: Assessing and Enhancing the Financial Regulatory System
September 9, 2014

Question for Director Cordray, Director, Consumer Financial Protection Bureau, from
Senator Heller:

3) Recenlly, the Treasury Department indicated that the Financial Stability Oversight
Council was switching the focus ol its asset management examination toward activities
and products rather than individual entities.

Question: Will you confirm that individual asset management companies are no longer
being considered for possible systcmically important designation?



Commiittee on Banking, Housing, and Urban Affairs
Wall Street Reform: Assessing and Enhancing the Financial Regulatory System
September 9, 2014

Questions for Director Cordray, Director, Consumer Financial Protection Bureau, from
Senator Kirk:

4) As we examine Wall Street regulation and soundness, it 1s critical that we be alert 1o
outside threats as well. Over the past year, there have been a number ol extensive
cyberattacks on American companies, including large financial insttutions. Combatting
these transnational crimes requires cooperation across government and industry.

Question: As [ have previously asked both Secretary Lew and Chair Yellen-Do you
pledge to make cybersecurity a priority?

Question: Do you believe FSOC can fulfill its statutory mandate to identify risks and
respond to emerging threats to financial stability without making cybersecurity a priority?

Question: As a member of FSOC, can you identify any deficiencies in the U.S8.’s ability
to prevent cyberattacks that require Congressional action?

Question: What stcps has FSOC taken to address the prevention of future cyberattacks
on financial institutions, such as the recent breach at JPMorgan Chase?



Commiittee on Banking, Housing, and Urban Affairs
Wall Street Reform: Assessing and Enhancing the Financial Regulatory System
September 9, 2014

Questions for Director Cordray, Director, Consumer Financial Protection Bureau, from

Senator Crapo:

3)

6)

7

The 1ssue of FSOC accountability and transparency 1s one that I have raised numerous
times. Given the magnitude of the regulatory burden and other costs imposed by a SIFI
designation, it is imperative that the designation process be as transparent and objective
as possible.

a. Do you object to the public disclosure of your individual votes, including an
cxplanation of why you support or oppose such designation?

b. Will you commit to pushing for greater accountability and transparency reforms
for FSOC? Specifically, will you commit to push the FSOC to allow more
interaction with companies involved in the designation process, greater public
disclosure of what occurs in FSOC principal and deputy meetings, publish for
notice and comment any OFR report used for evaluating industries and
companies, and publish [or notice and comment data analysis used to determine
SIFI designations? If you do not agree with these proposed reforms, what
transparcncy and accountability reforms would you be willing to support?

In the July FSOC meeting, the Council directed staff to undertake a more focused
analysis of industry-wide products and activities to assess potential risks associated with
the asset management industry.
a. Docs the decision to focus on “products and activitics” mean that the FSOC is no
longer pursuing designations of asset management firms?
b. Did the FSOC vote on whether to advance the two asset management companies
to Stage 37 It so, why was this not reported? If not, why was such a vote not taken
in order to provide clarity to the two cntitics as well as the industry?

[ understand that the Department of Education {DOE) has been collaborating with the
CFPB on a rulemaking for student bank accounts so I want to raise the same concerns
with you that I raisc in a lctter to Scerctary Duncan last month, Specifically, 1 am
concerned that a final DOE rule that fails to take into account existing prudential and
consumer {inance regulations for the underlying banking products will create regulatory
confusion and cause some financial institution to exit this market to the detriment of
students,

a. Please explain the scope and extent of CFPB’s collaboration with the DOE on this
rulemaking. Specifically, please explain how the CFPB has advised the DOE on
ensuring that DOE’s regulations are not in conflict with existing laws and
guidance,

b. Has the CFPB conducted any analysis on the cost and availability of credit and
banking products to students as a result of the DOE’s proposed rules? If not, why
not and will the CFPB undertake such analysis at a future date?



Commiittee on Banking, Housing, and Urban Affairs
Wall Street Reform: Assessing and Enhancing the Financial Regulatory System
September 9, 2014

Questions for Director Cordray, Director, Consumer Financial Protection Bureau, from

Senator Toomey:

On Data Gathering

8)

9)

In questions for the record following the Senate Committee on Banking, Housing, and
Urban Affairs hearing on “The Consumer Financial Protection Bureau’s Semi-Annual
Report to Congress”, I noted that both the CFPB and the OCC had each gathered similar
data from nine credit card issuers. I also noted that gathering data from ten issuers would
have tri ggered an OMB review and a period for public comment. It would appcar that
the decision to gather data from nine issuers each and then share that data, as agreed to in
a memorandum of understanding, was made to circumvent the important safeguards ol
OMB review and public comment.

My question to you was “With a data mining exercise of this size and scope, shouldn’t it
be reviewed and shouldn’t the public have the opportunity to express their opinions on
what is happening with their data?” Unfortunately, your response that the “Bureau made
the determination that the PRA does not apply...” did not directly address my question.
Can you please provide a more thorough answer to my question? Does the CFPB believe
that there is no value in being transparent and gathering public comment before a large-
scalc data collection cffort begins?

In questions for the record following the Senate Committee on Banking, Housing, and
Urban Alfairs hearing on *The Consumer Financial Protection Bureau’s Semi-Annual
Report to Congress, I asked the question, “When the Bureau decides to publish a
Bulletin, docs it follow an cstablished process?” The answer [ received stated that the
Administrative Procedure Act does not apply to bulletins and that the CFPB values public
input. Setting aside the APA, could you please elaborate on what process {either
established or ad-hoc) the CFPB goes through when putting out a bulletin?
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October 22, 2014

The Honorable Richard Cordray
Director

Consumer Financial Protection Bureau
1700 G Street, NW

Washington, DC 20552

Dear Director Cordray:

I am following up on our discussion at the September 9, 2014 “Wall Street
Reform: Assessing and Enhancing the Financial Regulatory System” hearing. In
my opening statement and in laler questions to the panel, I stressed that it is
mperative for federal financial regulators to review existing regulations to ensure
that they are still appropriate and as minimally burdensome as possible while
maintaining statutory and regulatory objectives. This type of review is not new, in
fact, such a review led to the Financial Services Regulatory Relief Act of 2006.

As noted by the federal banking regulators at the hearing, their agencies
have commenced the Economic Growth and Regulatory Paperwork Reduction Act of
1996 (RGRPRA) mandated interagency review of existing regulations to identify
“outdated, unnecessary, or unduly burdensome regulations.” As an independent
agency, I asked whether you would commit to undertake a meaningful review of
outdated regulations, as the prudential regulators have undertaken. In your
response, you noted your involvement in FFEIC as well as your statutorily
mandated “five-year look-back on all rules that the CFPB promulgates.”

In order to have a better understanding of how the CFPB plans to proceed
upon a retrospective review and any future evaluation of outdated, unnccessary or
unduly burdensome regulations, I respectfully request the following:



1)} Pleasc provide what current review process is being undertaken to ensure
that the CFPB’s existing regulations, including those transferred under the
Wall Street Reform and Consumer Protection Act of 2010, are no longer
ouldated, unnecessary or unduly burdensome?

2) Will you commit to having the CFPB c¢ngage in a retrospective review of its
regulations as set forth in Executive Order 13579?

3) Will you commit to conducting your retrospective review of regulations in the
same fashion as prudential banking regulators are required under LGRPRA?

Given that the other agencies are committed to such reviews, it 1s imporiant
that the CIFPPI3 also aid in assisting Ameriean consumers and businesses by
reviewing its regulations on a periodic basis te ensure that they arve appropriately
tailored. This also aids Congress in preparation for any legislative reforms that are
necessanry.

Sincerely,
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Mike Crapo
Ranking Member



Amited States Senate

WASHINGTON, DC 20510

November 25, 2014

‘The Honorable Chuck Hagel
Sceretary

1.8, Department of Defense
1000 Detense Pentagon
Washington, D.C. 20301-1000

Re: Limitations on Terms of Consumer Credit Exiended to Service members and Dependents
Docket ID: DoD-2013-08-0133

Dear Mr. Secretary:

We arc writing in response to the Department of Defense (DOD) proposal to update the
implementing rules for the Military Lending Act (MLA),

By enacting the MLLA as part of the John Warner National Defense Authorization Act for
Fiscal Year 2007, Congress sent a clear bipartisan message that protecting service members and
their tamilies from predatory and high cost lending was of paramount importance to their
financial security and military readiness.

This concern was reiterated in the Conference Report for the National Defense
Authorization Act for Fiscal Ycar 2013, which stated that “the conferecs are concerned that the
Department must remain vigilant to climinate continuing, evolving predatory lending practices
targeting service members and their families, and believe the Department should review its
regulations implementing section 987, to address changes in the industry and the evolution of
lending products offered since 2007, continuing use of predatory marketing practices, and other
abuses identified by consumer protection advocates, including the Consumer Financial
Protection Bureau’s Office of Servicemember Affairs.”

As a result of this required review of the current MLA rule, DOD in its proposal now
recommends closing existing MLA loopholes. We believe this strikes a significantly better
balancc than the current MLA rule between protecting service members and their families on the
onc hand and maintaining access to non-predatory credit on the other. As such, this proposal
also does a much better job of retlecting Congressional intent.

Specifically, we support the proposal to expand the MLA’s “definition of ‘consumer
credit” to cover a broader range of ¢losed-end and open-end credit products.™ In so doing, the
rule proposes that these products be treated in a manner generally consistent with the decades-old
requircments of the Truth in Lending Act.

This comprehensive approach is essential to preventing future evasions. As DOD notes
in its proposed rule, “the extremely narrow definition of *consumer credit” permits creditors to
structure credit products in order to reduce or avoid altogether the obligations of the MLA.” For

|




example, MLA protections currently can be avoided by simply adding a day to the term of a
payday loan or by lending just one additional cent so that the payday loan no longer qualifies as
“consumer credit” subject to the MILA protections,

Contrary to Congressional intent, these cvasions threaten military readiness. According
to DOD, “each separation of a service member is estimated to cost the Department $57,333, and
the Department estimates that cach year approximately 4,703 to 7,957 service members are
involuntarily separated duc to financial distress.” In addition to the estimated cost savings DOD
has identificd, we give great weight and deference to DODY’s statement that the proposed MLA
rule “would reduce non-quantifiable costs associated with financial strains on service members,
High-cost debt can detract (rom mission focus, reduce productivity, and require the attention of
supervisors and commanders.” As a result, we strongly agree with DOD’s view that the
proposed MLA rule not only has the potential to produce substantial cost savings, but also
enhance military rcadiness.

In August of last ycar. a number of us wrote, “scrvice members and their families deserve
the strongest possiblc protections and swift action to ensure that all forms of credit offered to
members of our armed {orces arc safe and sound.” Indeed, as our service members are asked to
take on even more tasks in defense of our nation, we should take every opportunity to protect
them and their families here at home, especially from unscrupulous lenders.

For all these reasons, we strongly support the proposed MLA rule and urge that the final
MLA rulc be similarly robust in enhancing protections for service members and their families,
producing signitficant cost savings for DOD, and improving military rcadiness.
Sincerely,
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Hon. Thomas 1. Curry, Comptroller of the Currency

[lon. Janet L. Yellen, Chairwoman, Board ol Governors of the Fedcral Reserve
Hon. Martin J. Gruenberg, Chairman, Federal Deposit Insurance Corporation
Hon. Debbie Matz, Chairwoman, National Credit Union Administration
Richard Cordray, Director, Consumer Financial Protection Bureau

llon. Edith Ramirez, Chairwoman, I'ederal Trade Commission




Conquess of the United States

@alashmgton, DE 20310
December 9, 2014

The Honorable Richard Cordray
Director

Consumer Financial Protection Burcau
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

We write to bring your attention to the Financial Distress Research Project, a study being
conducted in Maine by the law schools at the University of Maine, the University of
Connecticut, and Harvard University. The study is seeking out how to best assist individuals
suffering from severe financial distress and put them back on a sound financial footing. We
believe that the questions the Project seeks to answer are of paramount importance, and we
encourage you to learn more about the critical work they are doing.

According to the Urban Institute, 29 percent of people in Maine with credit files have
debt in collections. In Connecticut, more than 26 percent of this group have debt in collections,
with an average amount of $4,643. In Massachusetts, the figures are similar — 23 percent of
individuals with credit files have an average of $4,602 of debt in collecttons. In 2013, more than
77 million Americans nationwide had debt in or subject to the collections process.

These millions of debts are often bundled and sold in a secondary market, and the record-
keeping along the way docs not always hold up to legal scrutiny. That means consumers can be,
and sometimes are, sued on the wrong amount of debt, by the wrong company, or past the statute
of limitations. Some consumers might pay these “debts” using assets or income that the law
protects from court seizure (e.g., disability payments) becausc they are not aware of their
rights. But a shortage of legal aid resources combined with the sheer volume of legal need in
this area means that many consumers do not get the help that could protcet them from unlawful
debt collections. In fact, most consumers do not show up to defend themselves in small claims
court at atl, which can lead to otherwise unwarranted default judgments, assct seizures, and wage
garnishing,.

Academic researchers have an important role to play in finding effective and effictent
solutions to protect consumers and deter unlawful and abusive practices. The Consumer
Financial Protection Bureau has the authority and the resources to spur research into potential
solutions. For example, the Bureau can support research using its Civil Penalty Fund, through its
Office of Research, or through its Office of Financial Education, We ask you to use the tools at
your disposal to encourage research to develop and test policy interventions designed to give
individuals facing small claims court actions the ability to dcfend their legal rights.
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The Financial Distress Research Project is an example of this promising research. This
project is developing evidence-based sclf-help resources lo encourage consumers in Maine to
show up and defend themselves when they are sued on credit card debt. The researchers will run |
a randomized controlled trial, and 1if their resources are successtul, they will introduce a simple :
and cost-effective method of delivering Iegal aid that could help millions of Americans. The |
project is also developing materials that could help consumers in other states better balance their
budgets, manage their debts before they become delinquent, and, if appropriate, go through
bankruptcy proceedings.

The federal government needs all the partners it can get to protect consumers facing
financial distress and improve financial literacy. Academic research can and should play a role in
developing programs with the potential to better protect consumers. Please use the authority and

resources at your disposal to support promising research in this arca.
Sincerely,
© RICHARD BLUMENTHAL ! EDWARD J. MARK%V st a
Uniged Statcs Scnator United States Senator

ed States Senator

ELIZABHTH WARREN :
United Sthtes Senator
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Member of Congress Member of Congress
(sekith A L #
5 FALE
ELYZABETII ESTY IIMES

M er of Congress Me: ber of Congress
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YOIIN B. LARSON~ MICHAEL MICHAUD
Member of Congress Member of Congress
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CHELLIE PINCTREE
Member of Congress
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December 17,
The Honorable Richard Cordray
Director
Consumer Financial Protection Bureau
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

As many have noted, student loan debt has swelled to be the largest form of consumer debt after
mortgage debt and currently stands at $1.2 trillion, My home stale of South Dakota stands as one of the
states with the highest proportion of students graduating with debt, with over 72% graduating with an
average $25,750 in debt in 2013. In addition to high leveis of debt, students are defaulting at
historically high rates, with the most recent data showing that the three-year federal student loan cohort
default vate stands at 13.7%. As Chairman of the Senate Committee on Banking, Housing and Urban
Affairs, | have held a number of hearings on student foans and campus financial products and have
heard extensively about the impact of student loan debt on the ability to save for a home, form a
houschold, save for retirement, or live in rural areas such as South Dakota.

Many borrowers arc unable to take advantage of the low interest rate environment, as refinancing
options for student loans are limited. Moreover, many borrowers face challenges during the servicing of
their student loans. A recent report by your agency, the Consumer Financial Protection Bureau (CFPB),
on student loan servicing found that the largest student loan servicers, who service loans for more than
40 million Americans, were engaging in concerning behavior, including: allocating payments to
maximize late fees; misrepresenting minimum payments; charging illegal late fees; failing to provide
accurate tax information; misleading consumers about bankruptcy protections; and making illegal debt
coilection calls to consumers. The record $97 miliion settlement entered into by Sailie Mae and Navient
for overcharging servicemembers and misrepresenting late fees on student foans earlier this year shows
that vigorous oversight over student loan servicers is necessary.

I am encouraged by the work of the Bureau’s Student Loan Ombudsman and the actions that the agency
has taken to tmprove protections for borrowers of student loans. The Bureau’s designation of the largest
nonbank student loan servicers as larger participants under the CFPB’s supervision and enforcement
purview was an important step in increasing transparency and oversight to this market, bringing 49
million borrower accounts into federal oversight. However, more needs to be done to create enforceable
consequences for servicers that do not comply with their responsibilities. [ ask that the Bureau ensure
that student loan servicers are held responsible, and that servicers are expected to treat borrowers fairly
and transparently, which includes ensuring loan information is correct, fees are accurately assessed, and
borrowers are given all relevant information about their loans. The Bureau has a unique responsibility
in caretaking for student borrowers in what is often the first large financial decision in an tndividual’s
tife, and it must conduct meaningful and regular oversight over student loan servicers to carry out this
responsibility, Because of the Department of Education’s role in contracting with large student [oan
servicers that service federal loans, the Bureau also plays a unique role in supervising these servicers
that service loans made by the federal government. [ ask that you coordinate effectively with the
Department of Education on student loan servicing to ensure that borrowers’ rights are prioritized and
that taxpayers’ investment in higher education is responsibly managed.
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In addition to contracts with private student toan servicers, the Department of Education also contracts
with private collection agencies (PCAS) to collect on defaulted federal student toans. Debt coliection
complaints represent one of the most frequent complaints the CFPB receives in its Consumer Complaint
Database. Debt collectors are governed by the Fair Debt Collection Practices Act (FDCPA), which
prohibits debt collectors from using abusive, unfair, or deceptive practices to collect from borrowers.
Ensuring debt coliectors comply with the FDCPA is particularly important in the student loan space, as
borrowers are often young and relatively inexperienced with consumer credit. in 2012, the CFPB
finalized a ruie establishing its supervision of larger participants in the debt collection market.
However, this rule only covered about 60% of the industry’s annual receipts in the consumer debt
collection market. Last year, the CFPB announced an advanced notice of proposed rulemaking on debt
collection, I ask that your agency implement a strong rule on debt collection that covers all debt
collectors, including the PCAs that may collect on federal student loans. | further ask that you
coordinate with the Department of Education in their oversight over PCAs and ensure that the FDCPA
protections are safeguarded and enforced in the case of student loan debt collection.

As we saw in the Sallie Mae settlement and in the recent Memorandum of Understanding between the
Departments of Education, Veterans Aftairs, and Defense, and the CFPB, student loans pose cross-
agency chalienges in both the federal and private student loan space. Indeed, as stated by the OIG, the
Department of Education “disburses about $140 billion in student aid annually and manages an
outstanding loan portfolio of $1 trillion. This makes it one of the largest financial institutions in the
country. As such, effective oversight and monitoring of its programs, operations, and program
participants are critical.”

[ hope you can work diligently to address these challenges in the student loan market, including
improved oversight over student Joan servicers and debt collectors, and more effective coordination with
the Departments of Education and Treasury. [ alse ask that you consider requiring more transparent
disclosures to students before taking on student loan debt, mandatory certification for private student
toans, release of co-signers upon the death or disability of a borrower, and improved credit reporting for
education loans. Finally, [ ask that the CFPB, in coordination with Education and Treasury, undertake a
serious study of the market for refinancing student loans and develop a plan to enable borrowers to take
advantage of the current low interest rate environment.

e

Sincerely;/




LImted States Scenate

VWASTENG TON, DO 7050

March 13, 2014

The Honorable Richard Cordray
Director

Consumer Financial Protection Burcau
1700 G Strect, NW

Washington, D.C. 20220

Dear Director Cordray:

We write regarding your Advanced Notice of Proposced Rulemaking {ANPR) on debt
collection practices. Repeatedly, we are presented with stories [rom our constituents about
unfair, deceptive, and abusive behaviors by those secking to colleet on a debt. Thankiully, in
many instances, the Fair Debt Collection Practices Act (FDCPA) imposes meaning{ul
restrictions on the tactics that thivd-party debt collectors can employ and enshrines important
rights that consumers can asscrt 1o protect themsclves. In other cases, however, the protections,
rights, and tools that consumers enjoy under the FDCPA may be insuflicient in both strength and
scope. Accordingly, we urge the Bureau to use is rulemaking to address the following issues in
order to set tighter standards for debt-collection practices and to give consumers belter tools to
protect themselves:

First, the Burcau should cxtend the FDCPA's prohibitions on deceplive, harassing, and
abusive communications to cover original creditors. Such communications practices that are
already banned for third-party debt collectors — including but not limited to visits to home and
workplaces, communication with third parties, caller 11D masking, and repeated or late-night
phone cails intended to harass — should also be off-limits for original creditors. We rccognize
that certain creditors, such as small financial institutions, have ongoing communications with
their customers that may or may not invoive debt collection, While new rules should atlow [or
such routine and ongoing communication, no consumer should face the prospect of strangers
knocking at their door or confronting them in front of bosses or coworkers in an cffort to collect
on a debt. These practices — along with all deccptive, harassing, and abusive tactics - are ciearly
over the line and shouid be banned for alf debt collection, no matier who s doing the collecting.

Second, the Bureau should also pay special attention to strengthening key protections lfor
servicemembers that may not currently apply to their dealings with original creditors. In recent
testimony before the Senate Banking Committee, the Burcau’s Assistant Director of
Servicemember Aflairs, Holly Petracus, related a particularly galling example of intimidation:
collectors secking to intimidate servicemembers by contacting their commanding officers. In the
absence of the servicemember’s express consent, we believe such actions would already be
prohibited for debt collectors under the F'DCPA’s limitations on communications with third
parties. But we also urge the Bureau to explicitly ban such intimidation tactics [or original
creditors, as well as to tighten the rules governing whether, when, and how creditors can seek to
secure such consent in advance through contracts.



Third, even for third-party debt collectors already covered under the FDCPA, existing
bans on unfair and deceptive practices must be strengthened 1o explicitly cover a number of
misicading promises, threats, and traps. These include but are not limited to {a) misleading
consumers about the effect of payment or non-payment on their credit report; (b) seeking to
collect on a time-barred debt by threatening consumers with actions, such as lawsuits, that
collectors are not legally entitled to take under state law; and (c) luring unsuspecting consumers
into reviving their own liability for time-barred debt through partial payment or
acknowledgement. Whilc the Bureau’s recent enforcement action against American Express for
false claims about credit reporting was a step in the right direction, we urge the Burcau (o go
further in its rulemaking by explicitly prohibiting these and other deceptive practices.

Fourth, we urge the Bureau to sct higher standards for the information provided about
debts by debt collectors. In many instances, particularly involving medical debt, collectors
forward derogatory information to a consumer reporting agency before a consumer has even had
the chance to learn or pay what they personally owe. We believe this should be catcgorized as an
unfair practice as prohibited by Dodd-Frank. The Bureau should therefore require collectors ol
medical debts — and other debts passed on (o a debt collector or debt buyer more quickly than the
standard 180 days — 1o provide consumers with specific information about the debt and a
reasonable time to pay before communicating with consumer reporting agencies.

Fifth, consumers must be made betler aware of their rights. When communicating by
phone, collectors shoutd be required to notily consumers orally of their rights to request an end
to communication, disputc the debt, or reluse to pay a time-barred debt. To ensure consumers
can understand the written information they receive, the Burcau should also write a clear,
standard “Know Your Righis” disclosure that all collectors must provide to consumers upoa their
first written communication, and idealty before any oral communtcation.

Finally, when consumers do believe their rights have been violated, the Bureau’s rules
should allow them to hold collectors accountable for each such violation. Given the FDCPA’s
maximum statutory damages of merely $1000 ~ unchanged since the law passed in 1977 - many
debt collectors may now [eel they have a financial incentive to be non-compliant in many cases.
By making debt coliectors liabie for each individual violation, the Burcau will ensure that a
strong incentive is in place to comply with the law,

Thank you for your attention to this matter. We commend the Bureau [or taking on this
issuc, and we look forward to working with you to ensure consumers are protected from

deceptive, harassing, and abusive practices.

Siacerely,

Moo Llran Sf

RICHARD BLUMENTHAL ICHARD J. DURBI
United States Senate 1Inited States Senale
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TOM UDALL JEFFREY A MERKLEY
United States Senate United Stales Senate
MAZIE K. HIRONO ]:LIZ BETH WARREN
United States Senate mu, States Senate

EDWARD J. M/%KI:Y a

[Inited States Senate



Congress of the United States
THaghington, DL 20515

August 21, 2015

The Honorable Richard Cordray
Dircetor

Consumer Financial Protection Bureau
1275 First Strect, NE

Washington, DC 20020

Dear Director Cordray:

We are wriling to urge the Consumer Financial Protection Bureau (CI'PB) to cxpedite
rulemaking on-the implementation of Section 1071 of the Dodd-Frank Wall Strect Reform and
Consumer Protection Act. For three years, the CIPB has listed Section 1071 rulemaking
(Regulation B) as a Long Term Action item on its Unified Apenda and Regulatory Plan. Scetion
1071 mandates the CIFPB to centralize small business lending data to help lending institutions
gain a broader understanding of the credit needs of small businesses. Now 1s the time tor CFPB
to initiate rulemaking on Scction 1071,

We were encouraged by your remarks that “in theory and practice” the collection and disclosure
of small business lending data would be similar to the colicction and disclosure of morigage
credit data under the Home Mortgape Disclosure Act (FIMDA). As the agency tinalizes the
HMDA regulation, we urge you to initiate 4 comparable Scction 1071 rulemaking. Analyzing
access o credit and removing barriers to small business creation becomes imperative when
considering the significant role of small business on job creation; small business lending has
plummelted since the Great Recession.

Transparcncy in small business lending data is the key 1o understanding the credit needs of

women-owned and minority-owned small businesses. Public and private entities are collecling
data on various aspects ol small business lending, Tlowever, these groups offer a fragmentary
and incomplete picture of lending in the small business marketplace. Regulation B 1s essential
for facilitating the cnforcement of fair lending taws,

We respectiully urge the Consumer Financial Protection Bureau 1o move lorward this year with
its Regulation 13 rulemaking without turther delay.

Sincerely,

Rep. Donald M. Payite, Ir. Rep. Chris Van Hollen
Member of Congress Member of Congress

FIHMTE 1 3 SO e G FAL S
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September 22, 2015

The Honorable Richard Cordray
Director

Consumer Financial Protection Bureau
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

We are writing to urge the Consumer Financial Protection Bureau to add military veteran identification as a data-
collection point on the Home Mortgage Disclosure Act. This would provide a better snapshot of the veteran
lending experience and could encourage adoption of a veteran’s status question on uniform lending forms.
Veteran consumers deserve an accurate and thorough comparison of the loans they are eligible for including VA
loans. Collecting this data will help military and veteran consumers make informed decisions based on all of their
mortgage loan options,

The VA home loan has several advantages, including the potential for no down payment as long as the sales price
doesn’t exceed the appraised value, no private mortgage insurance premium requirement, limits on closing cost
charges, as well as protection from lenders penalty fees for paying a loan off early. Further, a veteran does not
have to be a first-time homebuyer to get a VA loan and they are able to reuse the benefit. These VA home loan
guarantees are all eamed benefits that each veteran has earned through their service to our country.

The limited available data demonstrates that we must do more to disclose the availability of this benefit to our
servicemen and women. In 2014 a Veterans Association of Real Estate Professionals housing survey found that
85 percent of veterans said that they did not receive VA Loan training during service, transitioning out, or post
service separation. In a 2010 VA survey, 62 percent of older veterans and 25 percent of younger veterans said
their lender never discussed the VA loan option with them. According to National Mortgage News in 2014, less
than 12 percent of active-duty service members and military veterans with mortgages have a loan guaranteed by
the Department of Veterans Affairs.

With veteran homelessness, unemployment and persistent wage stagnation across our country, the federal
government must work to ensure that all veterans are educated on their benefits. Adding veteran status to the
HMDA will provide the information necessary to engage with veterans regarding the VA home loan process,
creating knowledgeable consumers, and responsible homeowners. We respectfully urge the Consumer Financial
Protection Bureau to act swiftly to address this pressing issue.

Sincerely,
Rauil M ,rij}wa ) aﬂ«/l)
Member of Congress
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Frank Pallong, Jr.

C. “Hank” Joligson, Jr.
Member of Congress
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Coaress of the adeny States
ashomlon, AC 20513

September 24, 2015

The Honorable Richard Cordray
Director

Consumer Financial Protection Bureau
1700 G Street, N.W.

Washington, D.C. 20552

Dear Director Cordray,

We write regarding the Consumer Financial Protection Bureau (CFPB)’s
implementation of the TILA-RESPA Integrated Disclosure (TRID) regulation, which
becomes effective on October 3, 2015. After hearing from many stakeholders in New
Hampshire, we respectfully request that the CFPB announce and implement a
grace period through January 1, 2016, for lenders that make a good faith effort to
tailor their disclosures to the new requirements.

While the original implementation date was pushed back from August 1, 2015, to
October 3, 2015, our constituents tell us that the additional time, while helpful, is
msufficient to fully implement and properly test all of the systems required to
mmplement the new disclosures.

Although your June 3, 2015 letter states that you will be “sensitive to the progress
made” by lenders’ good-faith efforts to comply with the TRID Rule, our constituents
need more certainty that their good faith efforts to comply with these regulations
will not expose them to litigation during this transition period.

We appreciate the CFPB’s efforts to make it easier for consumers to understand
their options and make smart decisions when buying a home. The integrated
disclosure effort will help eliminate confusion for consumers making an important
financial decision for their families. For this effort to be effective, we must ensure
that lenders have the appropriate systems in place to comply with the rule and
provide clear, concise information to potential homebuyers.

Since these forms and processes have not been used in real-time, a grace pertod
would allow the CFPB and stakeholders to determine whether forms and processes
need to be adjusted during the transition period. In addition, providing certainty to
stakeholders who work in good faith to properly utilize TRID will encourage a more
seamless implementation of the new disclosures, while still protecting consumers
from unfair trade practices.



Thank you for your consideration.

Sincerely,
Jeanne Shaheen Kelly A. Ayotte
U.S. Senator U.S. Senator
Ann McLane Kuster Frank (;umt {1

Member of Congress Member of Congress



Congress of the Hnited States
Washington, BE 20315

September 29, 2015

The Honorable Richard Cordray
Director

Consumer Financial Protection Bureau
1700 G Street, NW

Washington, D.C. 20552

Re:  CFPB Should Work with Stakeholders on Prepaid Account Rule
Dear Director Cordray:

We are writing today to express our concerns with the Consumer Financial Protection Bureau’s
(the “Bureau’s”) Notice of Proposed Rulemaking for Prepaid Accounts (the *Proposed Rule”).
The Bureau should avoid imposing overly burdensome restrictions on providers that would
prevent them from meeting the growing and diverse consumer demand for innovative prepaid
products.

Prepaid cards provide a broad array of consumers, including students. workers, and gevernment
benefit recipients, with revolutionary ways to access, spend, and manage their money. In fact.
prepaid cards are such a safe and effective payment tool. the U.S. Department of Treasury uses
them as an alternative to paper checks to disburse federal benefits saving millions of dellars on
an annual basis. Below you will find recommendations we believe will ensure that the Bureau
meets our shared goal of empowering consumers with valuable financial tools while maintaining
a vibrant prepaid marketplace.

Coverage of the Proposed Rule. The Proposed Rule casts a wide net through its extremely
broad definition of prepaid accounts, which even includes products outside of the prepaid sphere
such as mobile wallets, and person to person (P2P) transfers. We believe the definition of
prepaid account should only cover prepaid products that consumers use as primary transaction
accounts, where they would expect to receive similar protections as debit cards connected to
traditional checking accounts.

Consumer Disclosures. The Bureau should work to develop a single, easy to understand pre-
acquisition fee disclosure. The Proposed Rule requires multiple fee disclosures (a short-form
and long-form disclosure) to be made available before a consumer “acquires™ a prepaid card.
According to the Bureau’s own research, consumers do not find the long-form disclosure helpful
when comparing products. As a result, the Bureau should not mandate the use of the long-form
disclosure, and it should work with industry stakeholders to better define the contents of the short
form disclosure to be more useful to consumers in comparing prepaid products.

Implementation Deadline. The Bureau should cxtend its implementation deadline until 24

months following publication of the final rule. With all of the new disclosure and packaging
requirements for such a complex financial product as well as the development and operational

FRI%TZC O% RECYILEDR FAPER



changes necessary to comply with the Proposed Rule, a nine-month effective date is unrealistic
and does not take into account that millions of prepaid cards in the marketplace today will need
to be destroyed or replaced.

Overdraft. Lastly, the CFPB should continue to allow discretionary overdrafts on prepaid
accounts without subjecting prepaid accounts with these features to full Regulation Z coverage,
which could lead to their elimination from the market. Instead, the Bureau should provide
common sense guard rails that protect consumers while enabling the continued access to short-
term micro credit (e.g., amounts less than $150) so that consumers have the ability to purchase
items, such as necessities, in between pay checks.

We strongly encourage the Bureau to work closely with stakeholders and Congress as your staff
drafts the final rule. We believe more external engagement with prepaid market participants will
be essential in helping the Bureau reach the appropriate balance between protecting consumers
and ensuring the continued growth of America’s fastest growing form of payment.

Sincerely,

M2 ke Copr
M. Michael Rounds Mike Crap
U.S. Senator .8, Senator
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Tom Cotton Michael B. Enzi
U.S. Senator U.S. Senator
)’3;”,: @z;:z:—

StottTipton Randy Nédgefauer

Member of Congress

Aandind D bl

/ Sanford\Blshop
Member of Congress Member of Congress
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Member ofCongress ?_{I;mber of Congress
aynn Westmoreland French Hill
Member of Congress Member of Congress
Frank Lucas Kenny Marchant
Member of Congress Member of Congress
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Member of Congress Member of Congress
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Paul (Yosar Bill Huizenga
Member of Congress Member of Congress
Dennis Ross / uke Messer
Member of Congress Member of Congress
Scott Garrett Frank Guinta

Member of Congress Member of Congress
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Member of Congress Member of Congress
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Member of Congress Member of Congress

David Schweikert
Member of Congress

Randy Hult en ? E Tt Pricc -

Member of Congress Member of Congress
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Keith Rothfus Steve Pearce
Member of Congress Member of Congress

Robert Plttengcr -;

Member of Congress Member of Congress
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Matt Salmon Pete Olson

Member of Congress Member of Congress
Toh Emmer Sam Johnson
Member of Congress Member of Congress

Mike Bishop /Painck McHenry ’
Member of Congress Member of Congress
Kristi Nodm -~ /

Member of Congress
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Committee on Financial Services

2120 Ragbuen Brovse Office Buitding
Aashingeon, B.E. 20515

October 1, 2015

The Honorable Richard Cordray

Director

Bureau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Director Cordray:

On December 5, 2014, the Bureau of Consumer Financial Protection (Bureau)
provided the Subcommittee on Oversight and Investigations (Subcommittee) with
records relating to work performed by a vendor, GMMB, under a Blanket Purchase
Agreement (BPA).1 Specifically, the Bureau provided the Subcommittee with the
solicitation, the BPA and task orders issued against the BPA as of the date of the
production.?

As part of its ongoing oversight of the Bureau, the Subcommittee is reviewing the
Bureau's advertising and marketing. Accordingly, to allow the Subcommittee to
carry out its oversight responsibilities under the House Rules,3 please provide the
following by not later than October 15, 2015:

1. A list or table of all advertising or marketing work performed by vendors*
between Fiscal Year 2013 through the present that includes (a) the name

! Letter from Richard Cordray, Dir., Consumer Financial Protection Bureau, to Patrick McHenry,
Chairman, Subcomm. on Oversight and [nvestigations of the H. Comm. on Fin. Services (Dec. 5,
2014).

2 See id.

3 Rule X, Rules of House of Representatives, 114th Cong.

4 The Subcommittee reviewed a summary worksheet of the Bureau’s ten largest service contract
obligations for FY 2014 and identified the category “Support - Management: Advertising” among
them. See Consumer Financial Protection Bureau, FY 2014 Service Contract Inventory Summary:

mventory-fiscal-vear-2014.pdi. Further, the Subcommittee reviewed the inventory list for FY 2014
and found contracts awarded to Information Experts Incorporated, TMP Worldwide Advertising and
Communications Limited Liability Company, in addition to GMMB. See Consumer Financial
Protection Bureau, FY 2014 Service Contract Inventory List: Appendix B (2015) 2, 5-6,
http://files.consumerfinance.govif/201505_cfpb_summary_service-contract-inventory-fiscal-year-
2014-appendix-b.pdf. When preparing documents for production, include all contracts in the
category with Product Service Code (PSC) “R701" and do not ignore contracts valued under $25,000.
Also, importantly, this request is not limited to those contracts with PSC R701. Consider all vendors
who otherwise performed advertising or marketing work.




The Hon. Richard Cordray
October 1, 2015
Page 2 of 2

of the contractor and/or subcontractor, (b) the contact information of
employees at the vendors with whom the Bureau works, (¢) the date when
the contract was signed, (d) the date or projected date of completion, and
(e) the cost or projected cost of the contracted work;

A list or table of all advertising or marketing work performed by the
Bureau between Fiscal Year 2013 through the present that includes (a)
the name of the employee who authorized a particular project, (b) the date
when the project was initiated, (c) the date or projected date of completion,
and (d) the cost or projected cost of the work;?

All records® generated by GMMB that were presented to the Bureau as
final products of the task orders issued under the BPA with GMMB;7

All records generated by other vendors providing advertising and
marketing services that were presented to the Bureau as final preducts of
the contracts between those vendors and the Bureau;® and

All records generated by the Bureau for any internally produced
advertising and marketing services that represent the final products of
those services.?

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

SEAN DUFFY \%
Chairman

Subcommittee on Oversight
and Investigations

cc: The Honorable Al Green, Ranking Member

5 In determining costs, if the figure is not readily calculable, identify how many full-time equivalent
(FTE) hours were spent on each project.

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

7 This includes, but is not limited to, any reports submitted by the vendor that detail
“recommendations on appropriate advertising and marketing media {e.g. television, radio, or print
media) the Bureau is to pursue,” and any “output materials” that have been or have vet to be
produced for publication. Consumer Financial Protection Bureau, Request for Quote — CFP-12-()-
00020 — Advertising and Integrated Marketing Services Blanket Purchase Agreement (May 10, 2013),
HFSC CFPB GMMB 0007.

8 See supra text accompanying note 7.

% See supra text accompanying note 7.
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Octoher 6, 2015

The TTonorable Richard Cordray

Threctior

Burcau of Consumer Financial Protection
1700 G Street, NW

Washington, D.C. 20552

Dear Dircctor Cordray:

A recent series of American Banker articles examining internal documents of the Bureau of
Consumer Financial Protection (Bureau) indicate that the Bureau knowingly overcstimates
disparities when identifying alleged discrimination by indirect auto lenders! and has been
strategizing how to eliminate dealer reserves.? We are deeply troubled by the findings
detailed in these press roports.

We are also dismayed by the Bureau’s long-standing disregard for the Committee’s
information requests pertaining to the Bureau’s policies on indirect auto lending, including
the methodology the Bureau uses to determine fair lending viclations in indirect auto
lending generally and in the Ally Financial, Inc. and Ally Bank (Ally) enforcement action
specifically. 1t is remarkable and upsetting that the Bureau has not produced records that
this Committee has been requesting from the Bureau for mere than two years and is
entitled to receive and review .#

1 See Rachel Witkowski, CFPB Querestimeales Potential Ihserimination, Documents Show, AMERICAN
BaNKik, Sopt. 17, 2015, http/fwww.americanbanker.com/mews/law-regulation/cfph-overestimates-
polential-diserimination-documents-show-1076742-1 . html; see also Rachel Witkowsk, CFPB’
Outside Expert on Disparate Impact Also Aduises Banks, AMERICAN BANKER, Sept. 28, 2015,
http//www.umericanbanker.com/newsilaw-regulation/cfpbs-outside-expert-on-disparate-impagl -also-

¢ Rachel Witkowski, The Inside Story of the CFPB’s Buttle Ouver Auwto Lending, AMERICAN BANKER,
Sept. 24, 2015, mp_:ﬁwww.:-m](frig_‘.f;nbankcr.u‘ml!nowsﬂ_aw—rofz‘ulationfth(-e—_i__rls__ic_l__(_z—sl,urwof'-Lhe-cfpbs-
battle-over-auto-lending-1076940-1. html.

* See e.g., Letter from the Hon. Spencer Bachus et al., Members of the House of Representatives, to
Patrice Ficklin, Assistant Director of Fair Lending, Bureau of Consumer Iinaneaal Protection (June
20, 2013)(Rep. Bachus and 34 Members of the House, including 27 Members of the Committee,
requesting “the full set of details concerning |the Burcau's] statistical impuct methodology. including
{1} the proxies used to determine the background of consumer credit applicants; (ii) the factors held
constant to isolate the applicant’s background as the sole reason for any alleged pricing disparity;
(1i1) the metric used to measure whether pricing disparities exist (e.g., basis points, the dollar
amount of the finance charge, ete); (iv) the numerical threshold at which it was determined that a
pricing disparity on a prohibited basis constitutes an |[Equal Credit Opportunity Act) violation . ..
[and] all studics, analysis, and information [the Bureau] relied upon in developing its {March 21,
2013, indirect auto lending| guidance.”); Committee staff briefing with Michael Gordon, Senior
Counselor to the Director, Bureau of Consumer Financial Protection (January 24, 2014) (Committee




The Hon. Richard Cordray
October 6, 2015
Page 20f 3

Withholding the requested information stands in stark contrast to your explicit promise to
at least 48 Members of Congress to be open and transparent in the Bureau’s review of
indirect auto lending. ! Moreover, your failure to comply with the Committee’s information
requests constitutes the improper withholding of information the Committee 1s entitled to
review to aid the Committee’s examination of Bureau operations, including its
administration of laws or programs within the Committee’s jurisdiction. Accordingly, to
allow the Committee to carry out its oversight responsibilities under the House Rules,’
please produce the following information by not later than October 20, 2015:

1. All records® requested in Chairman Hensarling's letter of March 7, 2014,
2. All e-mails contained in the e-mail account(s) associated with Patrice Ficklin that

were sent or received between August 15, 2015, and October 6, 2013, pertaining to
the American Banker articles deseribed above.

3. All e-mails contained in the e-mail account(s) associated with Patrice FFicklin that
were sent or received between August 15, 2015, and October 6, 20105, and which
contain any of the following key words: “banker,” “reporter,” “Witkowski” “muarkup,”
“disparitics,” “PARR,” “Siskin,” "BL1S,” “proxy,” "Ally,” “Honda,” or “Fifth Third.™

Additionally, to further investigate this matter, the Committee intends to conduct
transcribed interviews of relevant Bureau staff. Accordingly, by not later than October 13,
2015, please advise whether you will make Patrice Ficklin of the Office of [Fair Lending
available for a transeribed interview.

staff requesting, among other things, the following information from the Bureau: "Per paragraph 20
on page 6 of [Ally’s] consent order, what were the ‘potential explanatory variables offered by
Respondents’?; Per paragraph 20 on page of the consent order, for each variable, how did
‘Respondents fail to provide adequate evidence that additional variables appropriately rellected
legitimate business needs'?; Please provide the vegression analysis model used by the Burcau in its
Ally investigation to estimate any disparities in dealer markup on the basis of yace or national
origin.”); Letter from the tHon. Jeb Hensarling, Chairman, Comm. on Fin, Serv,, to the Hon. Richard
Cordray, Director, Bureau of Consumer Financial Protection (March 7, 2014} (requesting that the
RBureau provide the Committee with long-requested information pertaining Lo the Bureau’s policies
and methodologies concerning indirect auto lenders and the Bureau's enforcement action with Ally).
1 8ee, e.g., Letter from the Hon. Richard Cordray, Director, Bureau of Consumer Financial
Protection, to the Hon. Terri Sewell et al. (June 20, 2013); Letter from the Hon. Richard Cordray,
Dircetor, Bureau of Consumer Financial Protection, to the Hon. Spencer Bachus et al. (August 2,
2013).

5 Rule X, Rules of the House of Representatives, 114th Cong.

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

i The Committee will not consider the Bureau's production as complete until 4 representative of the
Burcau certifies in writing that the Bureau conducted a search reasonably caleulated to locate all
responsive records and that the Bureau produced to the Committee all known responsive records in
its or any agent’s custody or control. In addition, the Bureau's obligation to produce records 1s
conlinuing in nature; if, after tendering the written certification requested herein, the Bureau
becomes aware of any responsive record in its or any agent’s custody or control, the record should be
promptly produced.



The Hon. Richard Cordray
October 6, 2015
Page 3 of 3

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

Sincerely,

SEAN DUFFY

Chairman

Subcommittee on Oversight
and Investigations

e The Honorable Maxine Waters
Ranking Membcr
ce: The Honorable Al Green

Ranking Member, Subcommittee on Oversight and Investigations
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Lungress of Hhe Waited States

Washnton, A 20315
October 14, 2015
The Honorable Arne Duncan The Honorable Robert Cordray
Secretary Director
United States Department of Consumer Financial Protection Bureau
Education 1700 G Street. NW
1990 K Street, NW Washington, DC 20552

Washington, DC 20006

The Honorable Jacob Lew

Secretary

United States Department of Treasury
1500 Pennsylvania Ave, NW
Washington, DC 20220

Pear Secretary Duncan, Secretary Lew, and Director Cordray:

We write to you, as members of the Future Forum, to express our support for your recently
proposed actions to strongly enforce existing regulations on student loan servicing companies.
QOur group is comprised of 16 young Democratic members of the House working to address the
1ssues faced by millennials, including the burden of student loan debt.

We believe it is of the utmost importance to create clear, defined, and reasonable industry
standards. Student loan borrowers deserve to have a fair shot at repaying their loans.

Specifically, we commend you for establishing consistent industry-wide practices for the
repaying of all types of loans. As you know, the terms and conditions of loans being serviced by
investors, banks, and the federal government can vary; the variance becomes greater when taking
into account different companies’ repayment policies. Many borrowers deal with multiple
servicers through the lifetime of a loan. A set of consistent standards across all forms of loans
and companies is thus essential in ensuring that borrowers can navigate the repayment process.

Additionally, holding service companies accountable to the public is essential to improve upon
the current system. Borrowers are entitied to full and accurate information regarding their loans.
The enforcement of regulations that would allow for greater transparency within the industry and
increase access to customer service for borrowers would greatly help them in making responsible
decisions regarding thetr loans.

Finally, we support and encourage vour efforts to fully explore additional ways to improve
protections for student loan borrowers through the rule making process. New and effective rules
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could provide needed clarity and security for the nearly 40 million Americans with a total of $1.3
trillion in student loan debt.

The Future Forum 1s dedicated to improving the lives of America’s millennial generation.
Crushing student loan debt is one of the greatest obstacles this gencration faces. We look
forward to working with the Department of Education, Department of the Treasury, and the
Consumer Financial Protcctions Burcau to provide relief to the millions of Americans bogged
down with burdensome student loan debt.

Sincerely,
%;“ alwell Detek Kilmer
Member of Congress Member of Congress {/\

-

S AL «,4,

Patrick Murphy” (' Jared Polis ‘\
Member of Longrcss er of Co $$
Tulsi Gabbard Ruben Gallego
Member of Congress Member of Congress
_ ﬂ,. \[ R
Seth Moulton arc Veasey o
Member of Congress Member of Congres
Brendan Boyle Pete Aguilar

Member of Congress Member of Congress



Congressman Patrick E. Murphy

Questions for the Record

House Financial Services Committee

Hearing: “The Semi-Annual Report of the Bureau of Consumer Financial Protection”

September 29, 2015

Florida model

Director Cordray, [ appreciate your efforts o protect consumers [rom abusive payday lenders
and fundamentally unfair terms of credit. You have indicated on numerous occasions that the
mission to protect consumers should not come at the expense of restricting access to emergency
credit and shifting this demand from the regulated space into the dark. You and I have had
numerous conversations about the “Florida model” of protecting consumers and preserving
access to emergency credit for borrowers in need. [ understand you arce particularly concerned,
as am I, about the problem of “rollovers”, or people re-borrowing into a sequence of loans when
they are not able to repay their initial loan when due. The Florida model, as you know, attempts
1o address this problem by strictly regulaung both the lender and the borrower, and with
compliance monitored through a loan database. Florida’s law prevents rollovers and requires a
24-hour cooling off period between loans. In this regulatory environment, Florida has developed
a payday lending industry that is relatively small compared to other states and has seen an 82%
decrease in multiple outstanding loans since the database came online. If protecting consumers

and preserving access to credit are indeed the two goals, Florida is a case study.

1. Why shouldn’t Florida and other states that have implemented successtul solutions to
payday lending abuses continue their work without pre-emption by the Bureau?

2. Do you believe that the Bureau’s objectives can be achieved through a framework in
which states like Florida can be left to their own successes instead of a prescriptive rule
in which they would be ignored?

3. If you believe Florida’s 24-hour cooling off period is not sufficient, please explain why
not and what would be an appropriate cooling off period to protect consumers while

preserving access to needed emergency credit?



4. In the interest of exploring alternative ways to provide access to emergency credit in a
regulated environment, please detail the work that the Bureau has done with prudential
banking and credit union regulatory agencies to address safety and soundness concerns
associated with making low-dollar, short-term, uncollateralized loans to borrowers with

troubled credit historics?

Student loan servicing

Student loans are one of the most pressing concerns for the millions of Americans who owe
money or dare in default. Private student loan servicers in particular have been the subject of
numerous complaints for failing to work with borrowers in distress or default, and the Bureau’s
Student Loan Ombudsman recently identified concerns with respect to private student loan
scrvicing.
5. What can the Bureau do to meaningfully address concerns that private student loan
providers are not working with distressed borrowers? What steps have been taken to

date?

]



Limted Statcs Senate

WubHIN(rTDN, BC 20610

September 22, 2015

Richard Cordray John Koskinen

Director Commissioner

Consumer Iinancial Protection Bureau Internal! Revenue Service

1700 (G Street, NW 1111 Constitution Avenue, NW
Washington, 1D.C. 20552 Washington, D.C. 20224

Edith Ramirez Mary Jo Whitc

Chair Chair

Federal Trade Conmmission Sccurities and Lixchange Commission
600 Pennsylvania Avenue, NW 100 T Street, NE

Washington, D.C. 20580 Washington, 1D.C. 20549

Dear Director Cordray, Commissioner Koskinen, Chair Ramirez, and Chair White:

We write regarding a recent Washington Post article,' which deseribes how individuals
who scttled fead-paint lawsuits in exchange for monthty future payments over the course of
several years, may have sold the rights o these future payments for an immediate one time lump-
sum payment that grossly undervatued the financial value of the original settlement.  For
example, the article alleges that the rights to a structured settiement of 420 monthly lead checks
1o be paid between 2017 and 2052, which totaled nearly $574,000 in aggregate and had a value
of roughly $338.,000 in today’s dollars, was sold to a company for less than $63,000. In short,
this company may have unfairly reaped a gain of more than $275,000. As such, we ask cach of
you to utilize your existing authorities (o investigate these allegations and take steps to curb these
unscrupuious activities.

Over the past several years, nearly every state has cnacted some measure of protection
when it comes to the sale of structured settlements, also known as factoring transactions,
Congress has also acted. by passing in 2002 the Victims of Terrorism Tax Reliet Act, which
imposcd an excise tax of 40% on the purchascr of these structured settiement transaclions, unless
the transaction itsel(is approved in advance by a state judge or in accordance with state law.”

Several [ederal agencics also appear 1o have a potential role in protecting consumers in
the sale ol structured setllements. The Internal Revenue Scrvice enlorces the requirements under
the Victims of Terrorism Tax Relict Act; the Securities and Exchange Commission and the
Federal lrade Commission have published guidance on factoring transactions; and the Consumer
Financial Protection Bureau is responsible for protecting against unfair, deceptive, or abusive

: “How comparies m'lkc millium ml'l' lead- poisoned poor blacks” by Terrence McCoy, Tf'.-e Wmh;‘ngrrm Pm‘{

pmmn{,d DUOI i)lciti\&.f?‘O!“ 08;25 74(}OcldL Od&, 11 1@ 972(} 4‘Jd()fd’7()c18d} smw hlm] ’hpld zl.

®Pub. L. 107-134 § 115 (26 U.S.C. §5891).



praclices in consumer financial products, such as payday loans. Though many agencies may

have a role in policing these lypes of factoring transactions, it would be helpful to undersiand
better how each ol the agencies are working together 1o protect consumers from unscrupulous
settlement purchasers.

With this in mind, we would appreciate responses from each of you to the [ollowing
questions:

1. What existing authoritics does your agency currently have with respect to factoring
transactions?

2. What actions have been taken, to date, against purchascrs of scttiement rights who
engage in abusive tactics? What further actions can your agency take?

3. To the extent you have jurisdiction over some aspect of factoring transactions, how does
your agency coordinate with other federal and state agencies that may also have

junsdiction?

4. Are there any legislative proposals that would be helpful (o your agency in protecting
consumers in tactoring transactions?

Thank you in advance for your attention 1o this request, and we would appreciate a
response no later October 16, 20106.

Sincerely,

Cu (gt Aaton M Collione M b



Limtcd States Senate

VWASHINGTON, GU 20010

September 29, 2015
Richard Cordray John Koskinen
Director Commissioner
Consumcr Financial Protection Bureau Internal Revenue Service
1700 G Street, NW 1111 Constitution Avenue, NW
Washington, D.C. 20552 Washington, D.C. 20224
Edith Ramirez Mary Jo Whitc
Chair Chair
Federal Trade Commission Seccuritics and Exchange Commission
600 Pennsylvania Avenue, NW 100 F Street, NIE
Washington, D.C. 20580 Washington, 1.C. 20549

Dear Director Cordray, Commissioner Koskinen, Chair Ramirez, and Chair While:

We wrile regarding a recent Washington Post article,’ which deseribes how individuals
who scttied fead-paint lawsuits in exchange for monthly future payments over the course of
several years, may have sold the rtghts to these future payments lor an immediate one time lump-
sum payment that grossty undervalued the linancial value of the original scttlement.  Lor
example, the article alleges that the rights 1o a structured settlement of 420 monthly lead checks
10 be paid between 2017 and 2052, which totaled nearly $574,000 in aggregate and had a value
ol roughly $338.000 in today’s dollars, was sold to a company for less than $63,000. In short,
this company may have unfairly reaped a gain of more than $275,000. As such, we ask each of
you to wtilize your existing authoritics to investigate these allegations and take steps to curb these
unscrupuious activities,

Over the past several years, nearly cvery state has enacted some measure of protection
when it comes to the sale of structured settlements, also known as factoring transactions.
Congress has also acted. by passing in 2002 the Victims of Terrorism Tax Reliel Act, which
imposed an excise tax of 40% on the purchaser of these structured settlement transactions, unless
the transaction itself is approved in advance by a state judge or in accordance with state Taw.”

Several federal agencies also appear to have a potental role i prolecting consumers in
the sale of structured settlements, The Internal Revenue Service enftorces the requirements under
the Victims of Terrorism Tax Relief Act; the Securities and Exchange Commission and the
Federal Trade Commission have published guidance on [actoring transactions; and the Consumer
Financial Protection Bureau s responsible for protecting against unfair, deceptive, or abusive
practiccs in consumer [inancial products, such as payday loans. Though many agencies may

' “How companies make millions off lead-poisoned, poor blacks” by Terrence McCoy, The Washington Post,

August 24, 2015, hitp:/www washingtonpost.com/local/social-issues/how-companies-iake-millions-off-fead-
poisoncd-poor-|

_ hiacks/ 201 5/08/25/7460c Tde-0d8e-1 Fed-9726-49d6Ma26a8c6_story himi?hpid-z].
TPub. L. 107-134 § 115 (26 U.S.C. §5891).



have a role in policing these types ol {actoring transactions, it would be helpful to understand
better how each of the agencies are working together to protect consumers from unscrupulous
settlement purchascrs.

With this in mind, we would appreciate responses from each of you to the following
questions:

. What existing authorities does your agency currently have with respect to factoring
iransactions?

2. What actions have been taken, to date, against purchasers of settlement rights who
engage in abusive tactics? What further actions can your agency take?

3. To the extent you have jurisdiction over some aspect of factoring transactions, how docs
your agency coordinate with other federal and state agencics that may also have
jurisdiction?

4. Are there any legislative proposals that would be helplul to your agency in protecting
consumers in factoring transactions?

Thank you in advance for your attention to this request, and we would appreciate a
response no later October 16, 2016.

Sincerely,




Congress of the Hnited States
Washington, BE 20315

September 29, 2015

The Honorable Richard Cordray
Director

Consumer Financial Protection Bureau
1700 G Street, NW

Washington, D.C. 20552

Re:  CFPB Should Work with Stakeholders on Prepaid Account Rule
Dear Director Cordray:

We are writing today to express our concerns with the Consumer Financial Protection Bureau’s
(the “Bureau’s”) Notice of Proposed Rulemaking for Prepaid Accounts (the *Proposed Rule”).
The Bureau should avoid imposing overly burdensome restrictions on providers that would
prevent them from meeting the growing and diverse consumer demand for innovative prepaid
products.

Prepaid cards provide a broad array of consumers, including students. workers, and gevernment
benefit recipients, with revolutionary ways to access, spend, and manage their money. In fact.
prepaid cards are such a safe and effective payment tool. the U.S. Department of Treasury uses
them as an alternative to paper checks to disburse federal benefits saving millions of dellars on
an annual basis. Below you will find recommendations we believe will ensure that the Bureau
meets our shared goal of empowering consumers with valuable financial tools while maintaining
a vibrant prepaid marketplace.

Coverage of the Proposed Rule. The Proposed Rule casts a wide net through its extremely
broad definition of prepaid accounts, which even includes products outside of the prepaid sphere
such as mobile wallets, and person to person (P2P) transfers. We believe the definition of
prepaid account should only cover prepaid products that consumers use as primary transaction
accounts, where they would expect to receive similar protections as debit cards connected to
traditional checking accounts.

Consumer Disclosures. The Bureau should work to develop a single, easy to understand pre-
acquisition fee disclosure. The Proposed Rule requires multiple fee disclosures (a short-form
and long-form disclosure) to be made available before a consumer “acquires™ a prepaid card.
According to the Bureau’s own research, consumers do not find the long-form disclosure helpful
when comparing products. As a result, the Bureau should not mandate the use of the long-form
disclosure, and it should work with industry stakeholders to better define the contents of the short
form disclosure to be more useful to consumers in comparing prepaid products.

Implementation Deadline. The Bureau should cxtend its implementation deadline until 24

months following publication of the final rule. With all of the new disclosure and packaging
requirements for such a complex financial product as well as the development and operational

FRI%TZC O% RECYILEDR FAPER



changes necessary to comply with the Proposed Rule, a nine-month effective date is unrealistic
and does not take into account that millions of prepaid cards in the marketplace today will need
to be destroyed or replaced.

Overdraft. Lastly, the CFPB should continue to allow discretionary overdrafts on prepaid
accounts without subjecting prepaid accounts with these features to full Regulation Z coverage,
which could lead to their elimination from the market. Instead, the Bureau should provide
common sense guard rails that protect consumers while enabling the continued access to short-
term micro credit (e.g., amounts less than $150) so that consumers have the ability to purchase
items, such as necessities, in between pay checks.

We strongly encourage the Bureau to work closely with stakeholders and Congress as your staff
drafts the final rule. We believe more external engagement with prepaid market participants will
be essential in helping the Bureau reach the appropriate balance between protecting consumers
and ensuring the continued growth of America’s fastest growing form of payment.

Sincerely,

M2 ke Copr
M. Michael Rounds Mike Crap
U.S. Senator .8, Senator

ur ke S

4" t.
Tom Cotton Michael B. Enzi
U.S. Senator U.S. Senator
)’3;”,: @z;:z:—

StottTipton Randy Nédgefauer

Member of Congress

Aandind D bl

/ Sanford\Blshop
Member of Congress Member of Congress




Mick Mulvaricy

Member ofCongress ?_{I;mber of Congress
aynn Westmoreland French Hill
Member of Congress Member of Congress
Frank Lucas Kenny Marchant
Member of Congress Member of Congress
Sk S : —
StédveStivers ~— Blaine Luetkeme®er
Member of Congress Member of Congress
\ PR @W
Paul (Yosar Bill Huizenga
Member of Congress Member of Congress
Dennis Ross / uke Messer
Member of Congress Member of Congress
Scott Garrett Frank Guinta

Member of Congress Member of Congress
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Lamar Smith Ann Wagner
Member of Congress Member of Congress
(—2;_ Stss-/ /

Sean Duffy \'" Patt Sessions '

Member of Congress Member of Congress
% )

Stepheﬁ Fincher rent Frank

Member of Congress Member of Congress

David Schweikert
Member of Congress

Randy Hult en ? E Tt Pricc -

Member of Congress Member of Congress

oo ) ot D

Keith Rothfus Steve Pearce
Member of Congress Member of Congress

Robert Plttengcr -;

Member of Congress Member of Congress
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Matt Salmon Pete Olson

Member of Congress Member of Congress
Toh Emmer Sam Johnson
Member of Congress Member of Congress

Mike Bishop /Painck McHenry ’
Member of Congress Member of Congress
Kristi Nodm -~ /

Member of Congress



