"= Consumer Financial

c- Protection Bureau
r

1700 G Street NW, Washington, D.C. 20552
RE: FOIA Request #CFPB-2019-0458-F

July 14, 2021

Mr. Austin Evers

American Oversight

1030 15th Street NW, Suite B255
Washington, DC 20005

Via email: foia@americanoversight.org
Dear Mr. Evers:

This letter is in final response to your Freedom of Information Act (FOIA) request dated August
23,2019. Your request sought

All decision memoranda, directives, policy interpretations or guidance, or any other
documents identifying recommendations or action items that contain Acting Director
Mulvaney’s signature. This request includes any document establishing, modifying,
clarifying, or rescinding any CFPB policy, legal or policy interpretation, or practice,
whether presented as a memorandum, letter, guidance document, or in any other form.

Please provide all responsive records from November 25, 2017, through December 10,
2018.

On a May 18, 2020 email, you agreed to limit the scope of your request to any responsive
document that contain any handwritten notes.

On September 15, 2020, you agreed to waive all outside equities.

A search of our Office of the Director for documents responsive to your request produced a total
of 565 pages. Of those pages, | have determined that 219 pages of the records are granted in full
and 318 pages are granted in part pursuant to Title 5 U.S.C. § 552 (b)(5), (b)(6) and (b)(7)(E).

FOIA Exemption 5 protects from disclosure those inter- or intra-agency documents that are
normally privileged in the civil discovery context. The three most frequently invoked privileges
are the deliberative process privilege, the attorney work-product privilege, and the attorney-client
privilege. After carefully reviewing the responsive documents, I determined that portions of the
responsive documents qualify for protection under the:
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e Deliberative Process Privilege
The deliberative process privilege protects the integrity of the deliberative or decision-
making processes within the agency by exempting from mandatory disclosure opinions,
conclusions, and recommendations included within inter-agency or intra-agency
memoranda or letters. The release of this internal information would discourage the
expression of candid opinions and inhibit the free and frank exchange of information
among agency personnel.

e Attorney Work-Product Privilege
The attorney work-product privilege protects documents and other memoranda prepared
by an attorney in contemplation of litigation.

e Attorney-Client Privilege
The attorney-client privilege protects confidential communications between an attorney
and his client relating to a legal matter for which the client has sought professional
advice. It applies to facts divulged by a client to his attorney, and encompasses any
opinions given by an attorney to his client based upon, and thus reflecting, those facts, as
well as communications between attorneys that reflect client-supplied information. The
attorney-client privilege is not limited to the context of litigation.

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

Exemption 7(E) protects records compiled for law enforcement purposes, the release of which
would disclose techniques and/or procedures for law enforcement investigations or prosecutions,
or would disclose guidelines for law enforcement investigations or prosecutions if such
disclosure could reasonably be expected to risk circumvention of the law. I determined that
disclosure of techniques and procedures for law enforcement investigations could reasonably be
expected to risk circumvention of the law. Additionally, the techniques and procedures at issue
are not well known to the public.

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

Your appeal should be addressed to:

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

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

For inquiries concerning your request, please reference your FOIA request number above and
contact our FOIA Public Liaison via email at FOIA@consumerfinance.gov or by phone at
1-855-444-FOIA (3642).

Additionally, you may contact the Office of Government Information Services (OGIS) at the
National Archives and Records Administration to inquire about the FOIA mediation services
they offer. The contact information for OGIS is as follows: Office of Government Information
Services, National Archives and Records Administration, 8601 Adelphi Road-OGIS, College
Park, MD 20740; e-mail at ogis@nara.gov; telephone at 202-741-5770; toll free at
1-877-684-6448; or facsimile at 202-741-5769.

Sincerely,

LA —

Danielle Duvall Adams
FOIA Manager
Office of the Chief Data Officer
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CH:F-. ' % Consumer Financial

h..- ' Protectian Burgau

1700 G Streai NW, Washinglon, DC 20552

December 14, 2017

Decision Memorandum from the Acting Director

FROM Mick Mulvaney

TO Assoriate Director Gaoil Hillebrand

Approval of procurement actions for Financial Coaching Program

SUBJECT .
and authorization to proceed

I authonze you to proceed with the two contraching achions slated for December related to the
Financial Coaching tor Transitioning Veterans and Economieally Vulnerable Consumers program.
Specifically, 1 authorize the Procurement Office and the Office of the CFO to proceed with the
exercise of Uphon Fenod Three in the amount o $3,581,104.39 [ Buy Hequest #1746) and the
eontract modification in the amount of $1,096,313.53 for additional program elements, of which
$546,061.42 is suthortzed for processing in December (Buy Request #1730).04€
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Mick Muhmmz}'lq, Date
Acting Director
Consumer Finaneial Protection Buresu
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| 700 G Strest MW,
Washinglon, DT 20552

Decision Memorandum from the Acting Director

FROM Mick Mulvancy
TO Kate Fulton
SUBJECT BCFP Flag

| approve the creation and use of the BCFP flag.

P 44

. - . _r/"'.. 1,_1:‘ E" LL
Flag Option | Flag Oplion 2 Flag Option 3_~"__ i e
4
el b5 43
Mick Mulaney Date

Acting Director
Bureau of Consumer Financial Protection
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Decision Memorandum from the Acting Director

FROM Mick Mulvaney

TO Kate Fulton, Acting Chief Operating Officer

SUBJECT

Use of logo in implementation of the name correction

| approve the use of a two-mark solution to identify the Burcau: a corrected logo

and a seal. The corrected logo will be used in select Bureau materials and on

consumerfinance.gov. The seal will be used on official correspondence, legal
actions, and reports.

{-meld
Mick Mulvaney

Date
Acting Director

Bureau of Consumer Financial Protection
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TG G Seeel, MW, YWiahegion, DC 20515

Decision Memorandum from the Acting Director

FROM Mick Mulvaney
TO Dana James, Acting Chief Financial Officer
SUBJECT Anticipated Contract Actions for December and January

Pleaze proceed wi jmuting the anticipated contract actions for Decomber and January.

cpr (R I

Mick Irhﬂwnu{f Date
Acting Diractor
Consumer Financial Protection Durcau
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Bureau of Consumer Financial Protection
1 700 G Street NW
Washington, D.C. 20552

October 24, 2018

Recommendation memorandum for the Acting Director

FROM Jeff Sumberg, Chief Human Capital Dfﬁmf, X 50720
THROUGH Kate Fulton, Chief Operating Officer #%U’K—/
SUBIECT 201772018 Director’'s Mission Achiev:nf: t Award -
Review Commitiee Recommendations
Recommendation(s)

A joint committee of representatives from NTEU and BCFP management is
recommending the following individual submissions for the 2017/2018 Director's
Mission Achievement Award:

* Christa Gibbs — Creation of standardized Stata template

Denise Dickenson — Development of clearance tracker

Hilary Gibson — Off-boarding and asset management policies

loe Calvarese — Cost savings and efficiency via data migration

Kristin Switzer — Installation of Salesforce for managing RMR guidance

inquiries

Maria Coral ~ Cost and fime savings for SEFL travel

+ Steve Sayre — Creating efficiency via Platform-as-a-Service (PaaS)
capability

& # & &

We have provided a brief summary of each submission in the document Labor
Management Review Committee Recommendation Excerpts (Tab 2). We have also
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provided the full nomination packets (Tab 3). For context, we have provided the
original Program Design Memo and Nomination Form (Tab 4). And, we have also
provided a Recommended Bureau-Wide Communication from the Acting Director
{Tab 3).

We recommend that the Acting Director authorize the expenditure associated with
these award winners and issue the recommended bureau-wide communication,
subject to his edits, no later than November 5, 2018. And, for administrative ease,
we ask that the office of Human Capital receive advance notification of the bureau-
wide communication so we are poised to answer any guestions that may come
forward.

Background

The Director’s Mission Achievement Award is the Bureau's highest honor and
recognizes outstanding individual contributions to the BCFP's mission, directly
through consumer protection-related work, or indirectly through support functions

and activitica. The current program recogmizca contributiona made Movember 1,

2017 through August 31, 2018,

To be recognized for the Director’s Mission Achievement Award, the coniribution
must:

a) demonstrate outcomes that increase the efficiency of the Bureau (for
example: taking actions or implementing policies thal streamline processes, cut
cosls, eliminate redundancies, etc.); and

b) represent exceptional accomplishment or effort; and

¢} exemplify the BCFP values and norms.

Nominations for the Director’s Mission Achievement Award were solicited
between July 16, 2018 and August 31, 2018, Four representatives from NTEU and
four BCFF management representatives convened on September 18, 2018 1o
review 25 nominations. Here are the members of the award committee:

CFPB-19-1051-A-000006
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_ Gull Wiely == Ren Essene
Thomas MeCray-Worrall Gary Pacheco
__ Craig Erdmann —_— Keo Chea ——
Richard Grant Katherine Gillespie

Their work concluded on September 20, 2018 after 6 hours of consultation with a
recommendation to award seven total recipients. The process of reviewing each
nomination reinforced the pride each committee member takes in the work being
done at the Bureau every day.

Attachments

Tab 1: Draft Decision Memorandum from the Acting Director,

Tab 2: DMAA Labor Management Review Committee Recommendation
Excerpts.

Tab 3: DMAA Original Nominations Packet,

Tab 4: DMAA Program Design Memo and Nomination Form.
Tab 3: Recommended Bureau-Wide Announcement from the Acting Director.

CFPB-19-1051-A-000007
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Recommendation Memorandum for Decision Clearance
Sheet

Subject/Document Title

201772018 Director's Mission Achievement Award - Review Committee
Recommendations

MName of Document Office Telephone
Owner Office of Human Capital | Extension
| Jeff Sumberg 59720
Approved by (name of Associate or Assistant Director)
Kate Fulton .
!
. Legal Division MName of Clearer Date
. |Insert legal division) |Insert name of clearer] [Insert date]
~ Office Name of Clearer Date
[Insert office] [Insert name of clearer] [Insert date]
Office Name of Clearer Date
[Insert office] [Insert name of clearer) [Insert date]
" Othce " Name ot Clearer Date
[Insert affice] [Insert name of clearer] [Insert date]
Office Name of Clearer | Date |
|Insert office] [Insert name of clearer] [Insert date]
. Office Name of Clearer Date I
[Insert office] [[nsert name of clearer] [Insert date]
. Office Mame of Clearer Date
[Insert office] [[nsert name of clearer| [Insert date]
Office Name of Clearer | Date =
[Insert office] [Insert name of clearer] [Insert date]
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2017-2018 Director’s

Mission Achievement
Award (DMAA)

CFPB-19-1051-A-000027

Fage 27 of 565



HAT01R D

2017-2018 DMAA:
Program Parameters
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1700 (3 Siraal MW,
Washingion, OO 20552

May 24, 2018

Recommendation Memorandum for the Acting Director

FROM Jeff Sumberg, Chief Human Capital Officer, x59720

THROUGH Kate Fulton, Chicf Operating Officer, x59688

SUBJECT Director's Mission Achievement Awards
Recommendation(s)

I recommend that you outhorize the program parameters and associated budget
recommended below lor the 2017 Director’'s Mission Achicvement Avward,

Background

Collective Bargaining Context

Per the Collective Bargaining Agreement (CBA) article on Awards and
Recognition, The Director's Mission Achievement Award (DMAA) is the
Bureau's highest award and recognizes outstanding mission contributions. This is
the only monetary award for which employees may submit nominations (not just
supervisors) and which requires a joint labor-management award commilites (4
labor and 4 managemen! representatives) o receive and review all nominations.
The Office of Human Capital facilitates the nomination review process and the
award commiltee provides recommendations to the Director for proposed
awardees. The Director makes the final decision on awards to be granted.

While the CBA indicates that each individual awardee may receive up to 57,500,
the Director exercises discretion to determine the monetary award valoes each
year. The Director may also welcome nominations for individuals, teams, or both,

CFPB-19-1051-A-000029
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and may establish a panticular focus area for mission achievement to reward. The
Director makes the selection and informs OHC and the joint-labor management
award commitice of the final selections. The Director is required to publish the lisi
of DMAA recipignts to the tolal workforee,

Prior Awards History

In the first implementation of the DMAA program, the Director requested team
nominations only, asked nominators to apply the broad award criteria in the CBA,
and limited the monetary award to 3500 per team member. 60 team nominations
were received and 5 were brought forward as award recommendations by the
award committee to the Director. The Director accepted this recommendation and
5 teams, tolaling 74 recipients, received awards. Recipients were hanored in an
owards ceremony, attended by the Director and senior leaders, during the July
annual meeting in Washington, DC. The awards were announced via email lrom
the Director and an intranet (wiki) site viewable by all employees. The program
expenditures were approximately 545,000 ($37.000 in monetary awards and
$8,000 in materials including certificates in folders, engraved commemorative
items, colfes/soda and pholography services at ceremony, and postage).

Proposed Award Description
Per the Acting Director’s guidance, the 2017 DMAA will focus on enhancemenis
to the Bureau's averall efficiency in any area of Bureau mission work or

suppornting operations. The current award cycle recognizes contributions from
September 30, 2016 through May 31, 2018, the end of the awards program year,

To be recognized for the DMAA, the contribution must:

a) Demonstrate outcomes that increase the efficlency of the Bureaw (for example:
taking actions or implementing policies that streamline processes, cul costs,
eliminate redundancies, eic.), and

b) Represent exceptional accomplishment or effort, and

c) Exemplify the Bureau's values and norms.

Award Eligibility

Employees must be currently employed with the Bureau at the lime of award to
receive monetary and/or non-monetary recognition. Political appointees, intems,
intermittent employees, employees who currently are on a Performance

CFPB-19-1051-A-000030
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Improvement Plan (PIP) or have recsived a reprimand or suspension for conduct
reasons wilhin the previous 6 months, detailees, and contraciors are not eligible for
the award.

Nomination, Review, and Selection Process

Per the Acting Direcior's guidance the awards will be granted to individuals (not
teams) and will be limited to up to 7 awards of $1,400 per individual. The Office
of Human Capitzl (OHC) will create nomination forms and communicate the
nomination review process o all employees, OHC will facilitate the activities of
the joint labor-management award commitiee. Senior leaders will recommend the
four (4) management team members to participate on the award committee.

Process Delsils

Other highlights of the nomination process under the CBA include the following:

= MNominalions may be submitted by any Bureau employee. Employees may not
nominate themsel ves,

« Nominations should only include individuals who have played substontial roles
in the contribution being nominated.

= The nomination window will be July 15, 2018 - August 15, 2018.

& A joint labor-management commillee supported by OHC will review all
nominations and make award recommendations 1o the Acting Director. All
nominations that have received either consensus or majority support from the
commitiee will be recommended 1o the Acting Director.

= The Acting Director will make final aword determinations. He may reach outl to
the review committee or others for additional information that would be helpful
in making his delermination.

Award Budget
Each recipient will be honored with a cash award of 51,400 (less 1ax) and a cenificate.

Accordingly, the estimated budget for this award program will not exceed 510,000,

F;a.mul_ﬂr.umnv
Wi}
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Attachments
Tab |: Drall Decision Memorandum from the Acting Direclor.

Recommendation Memorandum for Decision Clearance
Sheet

Subject/Documeant Title

Director's Mission Achievement Awards

MName of Document Otfice Telephone Extension
Owner CHCO, Office of X59720

Jeft Sumberg Human Capital

Approved by (name of Associate or Assistant Director)
Kate Fulton, COO

Ll

Legal Division Name of Clearer Date -
Linda A. Ajawara 05/21/2018 |
" Office MName of Clearer Date - 'i
Diffice WName of Clearer Dale 4
Office Name of Clearer " Date
Office Name of Clearer Date
' Office | Name of Clearer Date
Offica | Name of Clearer Date
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1700 C Stroet NW,
Washington, DT 20552

-

Decision Memorandum from the Acting Director

FROM Mick Mulvaney
TO Kate Fullon, COO and Jeff Sumberg, CHCO
SUBJECT Director's Mission Achievement Awards

I authorize the budget and allocation of funds (o appropriate cost centers for the
2017/2018 Director's Mission Achicvement Award program.

1 authorize the Ofhce of Human Capital o form a joini labor-management award
commitiee, in accordance with our Collective Bargaining Agreement, to review all

award nominations and forward those with majority member support io me for
final award determination.

Mick J'l-—f][:!vnn:y Date
Acling Direclor
Bureau af Consumer Financial Protection

CFPB-19-1051-A-000033
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20172018 DMAs

2017-2018 DMAA:
Article Considerations
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EMPLOYEE AWARDS AND RECOGNITION PROGRAM

SECTION S

All CFPB employees are eligible to be considered for monetary and time-off awards
(unless otherwise indicated in the award definition) with the following exceptions:
¢ The Direclor of the Bureau;
Dietailees from other agencies;
Volunteers;
Interns hired with appointment terms of 90 days or less:
Contractors;
Employees who currently are on a Performance Improvement Plan (PIP) or have
received a reprimand or suspension for conduct reasons within the previous &
months;
s Employees who have scparated, transferred, or retired from the Bureau,

SECTION 10 - Director’s Mission Achievement Award

A. The Director's Mission Achievement Award is given once a year to cmployee(s) who
have had the greatest impact on the Bureau's ability to fulfill its mission eritical
objectives while adhering to the CFPB core values to Serve, Lead, and Innovate,

B. The Director's Mission Achievement Award is 2 lump sum cash award (not prossed
up), the value of which is determined by the Director of the Bureau each year, nol o
exceed 37,500. In addition to the cash award, emplovees will receive an award
certificate and recognition in a Bureau-wide forum.

C. Unless otherwise noted in the eligibilily section of this Article, all CFPR employees
are eligible to receive the Director’s Mission Achievement Award.

D. OHC will specify the limelines, forms, and procedures 1o facililate employee
nominations for the Director's Mission Achievemen! Awards, and for the operation of
a joint labor-management award commitlee Lo review these nominations, The
committee will provide a recommendation to the Director including the recommended
recipients, azward amounis and rationale for awards. In any given year, the Director
has the authorily o select the number of employees that will receive the award, When
considering employees for nomination, esch supervisor should review each
employee’s overall contributions and performance during the previous program year
and the overall impact that the employee has had on the Bureau and consider
nominations to bring forward, Non-supervisory personnel should consider the high
impact work of others that they are aware of, and consider nominations to bring
forward. As this is the Bureau’s highest award, the contributions of employees who
are nominated for this award must warrant such distinction and recognition,

CFPB-19-1051-A-000035
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. Nominees of the Director’s Mission Achievement Award should not be made aware of
their nomination.

. OHC and NTEU chapter leadership will collaborate to establish the operating
procedures for the joint labor-management award commintee, OHC will collaborate
with Associate Directors 1o select management representatives for the commitiee and
NTEU chapter leadership will select labor representatives. There will be an equal
number of management and labor represeniatives.

. The Director may meet individually with each Associate Director to discuss each
Division's nominations or with the joint labor-management award committee.

. The Director selects recipicnts and will inform OHC and the joint-labor management
award committee of all final selections.

. OHC contacts cach Associate Director with the final award decision for his'her
Division,

- During the next available Bureau-wide forum, or via Bureau-wide email, the Direcior
announces award recipients,

. Nomination forms and processing instructions will be determined by OHC. The
employees receive the awards via an electronic funds deposits during the next
available pay penod after final Direclor approval and announcement.

CFPB-19-1051-A-000036
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2017-2018 DMAA:;
Nomination Form
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Director's Mission Achievement Award Nomination Form

Homination Date:

Mominator Mama: Division:

Person Nominated:

The Cirector's Mission Achievement Award = the highest award presenied by the Bursau of
Consumer Financial Protection (BCFP). Up to T individual award recipients will receive a monetary
award of $1,400 (less taxes) and a cerdificate of award. The cument program recognizes contributions
made from October 1, 2016 throwgh May 31, 2018, and has a special emphasis on individual
contributions which enhance the Bureau's overall efficiency in any area of Bursau mission work or
supporting operations.

To be recognized for the Director's Mission Achievement Award, the condribution must

a] Demonstrate outcomes that increass the efficiency of the BCFP (for example: laking actions or
implernenting palicies that streamline processas, cut cosis, eliminate redundancies. eic.); and

b) Represent exceptional accomplishment or effort; and

c] Exemplify the BCFP values and norms,

Maminations may ba cubmitisd by any Buroow omployoe, insluding suporvioors and nen-suparviacrs,
regardiess of bargaining unit stalus. Mominations must be for individual contributions, rather than
teams. Nominations should recognize the individual who played a substantial role in the contribution
being nominated, Employees may not nominate themsalves.

Mominations will be accaptad July 16, 2018 through August 17, 2018, Complete and submil
nomination form via button below or email divectly to: CFPE AwardsAndRacognitionibcfph gov

&ll BCFP employees are efigible for this award. Employees must be currently employed with BCFP at
the time of awanrd to receive monetary and non-monetary recognition. Political appointees, contractors,
interns, imtermitient employees, external detailees, and employees on & Performance Improvement
Flan (PIF) or who have received a reprimand or suspension for conduct reasons in the previous &
monihs, ane not eligible for this award,

SUBMIT

Mominating Party Digital Signature

CFPB-19-1051-A-000038
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Person Nominated
Mame: Division: Contribution:

YWhen was the contribution made?

fommations may be submitted by any BCFP employee, including supervisors and non-supervisors.
regardiess of bargaming unit status, Nominations must be for individual contributions, rather than
teams. Nominations showld recognize the individual who played a substaniial role in the contribution

being nominated. Employees may not nominate themsalves.

Dwscribe below how the contribution of the nominated person meels each of the award criteria, A
response is required in all three sections below,

A1h =]
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Recommended Bureau-Wide Communication from the Acting Director
To be sent no later than November 5, 2018
To all employees:

| am pleased to announced the 2017/201 8 recipients of the Director’s Mission
Achievement Award,

As you know, | asked nominators to focus on recognizing individual
accomplishments that improved the Bureau's efficiency and effectiveness.

The seven employees below each made substantial contributions to save lime,
reduce costs, improve outcomes, or minimize risks. They accomplished this by
streamlining policies and processes, creating reusable templates and trackers,
deploying technology to improve process efficiency, and going the extra mile to
deliver great results.

* Christa Gibbs of RMR — Created eode in complex statistical snftwars tn
produce templates for charts and figures, saving researchers time and
improving the quality and consistency of RME reports

= Denise Dickenson of CEE - Developed, trained, and maintained a new
SharePoint tracker for the internal CEE clearance process, improving
process transparency, information sharing, and expediting the process

» Hilary Gibson of Operations - Led bureau-wide working groups and efforts
to redesign off-boarding and asset management policies and procedures,
resulting in reduced risk of asset loss, closure of many open audit findings,
and improved accountability among the process owners

» Joe Calvarese of SEFL - Designed and led initiative to migrate externally
hosted data to an in-house platform, migrating over 135 terabytes of data and
saving the Bureau over $1.65m in annual costs

+ Kristin Switzer of RMR - Led the design and build of a Salesforce software
solution to manage the Regulations Office issuance of regulatory guidance to
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industry, providing easier stakeholder inquires, greater consistency in
response to inquiries, streamiined retrieval processes to enable learning
based on inquiries, and improved access to historical information and
reporting

* Maria Coral of SEFL - Provided exceptional internal customer service
within a regional office to monitor, manage, and troubleshoot the travel
process, resolving billing errors, providing rapid response, resulting in cost
savings and removing administrative burden for Examiners

+ Steve Sayre of Operations — Proposed, championed, and led efforts to bring
Platform—as-a-Service (PaaS) capability to fruition, resulting in streamlined
software implementation infrastructure and improved efficiency across
multiple teams

Please join me in congratulating the award winners.
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1700 G Stroet MW
Washingten, DC 20552

September 7, 2018

Recommendation Memorandum for the Acting Director

FROM Dave Uejio, Chief Strategy Officer, x57140
Trgeiely Ty Ein
THROUGH Kate Fulton, Deputy Chief of Staff Kate FUlton 2wauaus
SUBJECT 2019 Director’s Financial Analysts Hiring
Recommendation
Background
s | LA]
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Recommendation Memorandum for Decision Clearance

Sheet

Subject/Document Title

[Insert subject/document title]

Mame of Document
Cwhner

[Insert document owner
name|

Office
[Insert office |

Telephone Extension
[Insert telephone
extension |

Approved by (name of Associate or Assistant Director)

[Insert name]

Legal Division Mame of Clearer Date
[Insert legal division] [Insert name of clearer] | [Insert date]
Office Mame of Clearer Date
|Insert office] [Insert name of clearer] | [Insert date]
Office MName of Clearer Date
[Insert office] [Insertname of clearer] | [Insert date]
Office Mame of Clearer Date
[Insert office] [Insert name of clearer] | [Insert date]
Office Name of Clearer Date
[Insert office] [Insertname of clearer] | [Insert date]
Office Mame of Clearer Date
[Insert office] [Insert name of clearer] | [Insertdate]
Office Mame of Clearer Date
[Insert office] [Insert name of clearer] | [Insert date]
Office Name of Clearer Date
[Insert office] [Insert name of clearer] | [Insert date]
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Bureau of Consumer Financial Protection
1700 G Street NW
Washington, D.C. 20552

October 19, 2018

Recommendation memorandum for the Acting Director

Katherine Sickbert, Acting Chief Information Officer,

FROM
x57948
THROUGH Wﬂg Chief Operations Officer Fulen :E:
SUBJECT BCFP 2018 Annual FISMA Submission
Recommendation(s)

| recommend that you approve and sign the transmittal letters to the Office of
Management and Budget (OMB) Director and the Secretary of Department of
Homeland Security {DHS) for submission of BCFP's FY 18 Annual FISMA report,

Background

The Federal Information Security Modernization Act of 2014 (FISMA) mandates
the reporting of the information security posture of a federal agency. Agencies
must report their security posture on a quarterly basis through the CyberScope web
portal, Additionally, as required by OMB M-18-02 Fiscal Year 2017-2018
Gluidence on Federal Informartion Security and Privacy Management
Requivemenis, a transmitial letter must be submirtted to the OMB Director and DHS
Secretary along with the annual report generated from CyberScope. This letter
must provide “a detailed assessment of the adequacy and effectiveness of the
agency's information security policies, procedures, and practices.” and also include
incident reporting metrics that are defined in the statute and refined by OMB
memoranda. The deadline for FY18 Annual FISMA reporting is October 31, 2018,
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Aftachments

Tab 1: Decision Memo for Acting Director.
Tab 2: Transmittal Letter to OMB Director,

Tab 3: Transmittal Letter to the DHS Secretary.
Tab 4 BCFF 2018 Aunual FISMA Repurl.

s Tab 5: Draft of OIG"s 2018 FISMA Audit Report.
* Tab 6: Management Response to the OIG's 2018 FISMA Audit Report.
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Recommendation Memorandum for Decision Clearance

Sheet
Subject/Document Title
BCFP 2018 Annual FISMA Submission
Name of Document Cffice | Telephone
Owner Tl Extension
Scott Braus x59828
Approved by (name of Associate or Assistant Director)
Kate Fulton
Legal Division Name of Clearer Date
David Snyder 10/19/18
Office Name of Clearer Date
| T&l Eatherine Sickbert 10/18/18
, Janice Cormwel|
Office MName of Clearer Date
Operations Kate Fulton 10/19/18
| Mellvy Ramdass I0/18/1R
Jean Chang
Office Name of Clearer Date
Office Name of Clearer Date
Office Name of Clearer Date
Office Name of Clearer Date
Office Name of Clearer Date
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Bureaw of Consumer Financial Pratection
1700 G Street NW
Washington, D.C. 20552

October 31, 2018

The Honorable Mick Mulvaney, Director
Office of Management and Budget

725 17th Street NW

Washington, DC 20503

HE

Dear Directa Aney:

The Bureau of Consumer Financizl Protection {BCFP or Bureau) is pleased to submit the
attached Fiseal Yeor (FY) 2008 Annual Federal Information Security Modernization Act
(FISMA) Repart. Over the course of FY'2018, the BCFP continued to refine and mature its risk-
based information security program to support the operational needs of the Bureaun, The
information security program has well-established policies with defined processes and effective
controls that are integrated with the Buresu's enterprise information technology management
functions and aligned with our strategic objectives. The BCFP FY2018 Annual FISMA Report
spanks to the continued work that the BCFP has accomplished towards the FISMA program.

In F¥zo8, the Bureau's Office of Inspector General [(01G) rated the BCFP FISMA program as

being consistently implemented across six of the eight FISMA domains with higher marks in the
Informaon Security Condnuous Monitoring and Incident Kesponse domains. | ne Wil

reported that the Bureau has remained above the government average at level three maturity
across three of the five Cybersecurity Framework functions with level four maturity for detect
and respond functions, This year, our added focus around Incident Response resulted in the
improved maturity rating from “Level Three: Consistently Implemented” in FY2017 to the
Federal target of “Level Four: Managed and Measurable”™ in FY2o8.

In support of the Cybersecurity Cross-Agency Priorities (CAPs) and in accordance with the
Government Performance and Results Act of 2010, the BCFP continues to move forward with its
efforts in: Information Security Continuous Monitoring (ISCM); Identity, Credential, and Access
Management (TCAM); and Advanced Network & Data Protections (ANDP). We will continue
with these efforts throughout FYzoie.

In the 13CM CAP domain, the BCFP has completed [ts fifth vear of collection, analysis, and
reporting through 15CM. We have continued to tailor and refine security controf selection,
implementation, and program methodology based on the results obtained thus far, The BCFP
has also streamlined assessments by identifying common controls that can be evaluated across
multiple systems simultanecusly. We have adapted our technology and processes in order to
address the FISMA metrics, instructions from OMB memoranda, and feedback from auditors.
We have heen working closely with the DHS Continuous Diagnostics and Mitigation (CDM)
program to ientify areas of efficiency by automating ongoing authorization acbvities to increase
the accuracy and Timit the subjectivity in our security assessments. As CDM integrates into our
ISCM platforms, we will have additional information that will help improve our aszet
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management and configuration management processes and automation. We will continue to
participate in the agency onboarding preparations with the DHS CDM integration team.

rufm aof our ISCM program in FYzm@, the Bureau conducted & complete review of endpoints

for possible indicators of compromise through 8 comprehensive Compromise
Assessment. The study consisted of an enterprise-wide deployment of scripts and endpaint
software agents that search operating system internals for indications that maliciows activity
might be currently, or has previously been running on that host. The scanning performed as a
part of the compromise assessment was more comprehensive than those run by traditional
antivirus software and perimeter defenses, The assessment confitmed there are no
compromised systems on Bureau networks, and identified areas where the Burean can further
enhance our defensive capability. We will continue to improve the 15CM program throughout
FY2019 by actively engaging with the DHS TIC 3.0 working group to inform the Bureau's IT
modernization efforts and by incorporating our lessons learned from stakeholders, new
guidance, and regulations,

In the Advanced Network and Data Protections (ANDP) CAP domain, we continued efforts in
FY¥218 to deploy next generation antivirus, user behavioral analysis, and data loss prevention
to our end user systema. This will result in a more proactive stance in remediating and
managing phishing and malware threats. We implemented a new role-based training

ard aligned it to components identified in the National Initiative for Cybersecurity Education
(NICE} Cybersecurity Workforce Framework taxonomy. Additionally, we implemented & new
comprehensive program to increase avareness of phishing and malware threats to augment our
existing security education, training, and awareness programs, for both regular users and those
that hobd roles with significant security responsibilities.

In the [dentity, Credential, and Access Management (ICAM) CAP domain, the BCFP continues
to move towards a holistic Homeland Security Presidential Directive 12 solution that will

ﬂan Identity Assurance Lavel (IAL) 3/Authenticator Assurance Level (AAL) 5 authentication

ods for bath physical and logical access. The Bureau has cﬂ'c-ch'l.u'[].r lemented

mnﬁgm-.mnn,.l'mmmtl-un requirements for remote access management including specific
controls that ensure end-user devices are appropriately configured prior to allowing remote
aceess. The Bureau continues to meet milestones to implement automated tools used to help
monitor ICAM activities. In F¥2011g, the Bureau will continue to focus on implementing a tiered
approach for implementing multifactor authenticaion which will continue to increase
compliance with ICAM-related CAP goals.

The Bureau is pleased to report that we had no major incidents as defined in OMB M-16-03 in
FY2018. Per the direction in OMB M-18-02 Fiscal Year 2017 - 2018 Guidance on Federal
Information Security and Privacy Management Requirements, we reported a totasl of 253 non-
major eyber incidents to U.S. CERT in FYamaB.

We are working continuously to improve our progress towards meeting FISMA metrics and CAP
goals. The Burean has increased the number of CAP goals met in 2018 to 5 of 10 with projects

prioritized and mrrF_lrntI],' underway to meet the remaining CAP goals. Currently, we have
measured our organization's progress and are aligned with the metrics and goals as follows:

consumerfinance.gov 2
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As is evident in the accompanying report and the results of our Inspector General FISMA audit
for the year, the Bureau’s information security and privacy controls are maturing as planned.
While the Bureau has made significant progress in these areas, we realize the significance of a
rabust information security program and work continuously to refine processes and enhance
capabilities to achieve the highest levels of confidence and assurance in the Bureau's
information security management, operations and technical control copabilities,

Acting Director, Bureau of Consumer Financial Protection

consumerfinance.gov 3
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Buresu of Consumer Finandal Protection
1700 G Street N
Washington, D.C, 20552

October 31, 2018

The Honorable Kirstjen M. Nielsen
Secretary of Homeland Security
Washington, D.C. 20528

Dear mw; kg

The Bureau of Consumer Finaneial Protection (BCFP or Bureau) is pleased to submit the
attached Fiscal Year (FY) 2018 Annual Federal Information Security Modernization Act
{FISMA) Repart. Over the course of FY'2018, the BCFP continued to refine and mature its rigk-
besed information security program to support the operational needs of the Bureau. The
infermation security program has well-established policies with defined processes and effective
eontrols that are integrated with the Bureau's enterprise information technology management
functions and ali with our strategic objectives, The BCFP FY2018 Annual FISMA Report
speaks to the continued work that the BCFP has accomplished towards the FISMA program.,

In FY2018, the Bureau's Office of Inspector General (O1G) rated the BCFP FISMA program as
being consistently implemented across six of the eight FISMA domains with higher marks in the
Information Security Continuous Menitoring and Incident Response domains, The OIG

reported that the Bureau has remained above the government average at level three maturity
avtuny Liree uf e (ve Cybersecurity Framework functlons with level four maturicy for detesct

and respond functions. This year, our added focus around Incident Response resulted in the
improved maturity rating from “Level Three: Consistently Implemented” in F 2017 to the
Federal target of “Level Four: Managed and Measurable” in FYzo8.

In support of the Cybersecurity Cross-Agency Priorities (CAPs) and in accordance with the
Government Performance and Results Act of 2010, the BCFP continues to move forward with its
efforts in: Information Security Continuous Monitoring (ISCM); Identity, Credential, and Access
Management {ICAM); and Advanced Network & Data Protections [ANDF). We will continue
with these efforts throughout Fyzoug,

In the ISCM CAP domain, the BCFP has completed its fifth year of collection, analysis, and
reporting through ISCM. We have continued o tailor and refine security control selection,
implementation, and program methodology based on the results obtained thus far, The BCFP
has also streamlined assessments by identifying common controls that can be evaluated across
multiple systems simultanecusly. We have sdapted cur technolegy and processes in order to
address the FISMA metrics, instructions from OMB memoranda, and feedback from auditors.
We have been working closely with the DHS Continuous Diagnostics and Mitigation (CDM)
program to identify areas of efficiency by automating ongoing authorization activities to increase
the accuracy and limit the subjectivity in our security assessments. As CDM integrates into our
ISCM platforms, we will have additional information that wall help improve our asset
management and configuration management processes and automation. We will continue to
participate in the agency onboarding preparations with the DHS CDM integration team.

consumerfinance. gov
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As part of our [3CM program in FY2018, the Bureau conducted a complete review of endpoints
and servers for possible indicators of compromise through a comprehensive Compromise
Assessment. The study consisted of an enterprise-wide deployment of scripts and endpaoint
software agents that search operating system internals for indications that malicious activity
might be currently, or has previously been running on that host. The scanning performed as a
part of the compromiss assessment was more comprehensive than these run by traditional
antivirus software and perimeter defenses. The assessment confirmed there are no
compromised systems on Bureau networks, and identified areas where the Bureau can further
enhance our defensive capability, We will continue to improve the ISCM program throughodt
FYa019 through actively engaging with the DHS TIC 3.0 working to inform the Burcau’s
IT modernization efforts and by incorporating our lessons learned from stakeholders, new
guidance, and regulations,

In the Advanced Network and Data Protections (ANDP) CAP domain, we continued efforts in
FY2m8 to deploy nest generation antivirus, user behavioral analysis, and data loss prevention
torour end user systems. This will result in a more proactive stance in remediating and
managing phishing and makware threats, We implemented a new role-based training program
and aligned it to components identified in the National Initiative for Cybersecurity Education

[ NICE]} Cybersecurity Workforee Framework taxonomy. Additionally, we implemented a new
camprehensive program bo increase awareness of phishing and malware threats to augment our
existing security education, training, and awareness programs, for both repular users and those
that hold roles with significant security responsibilities.

In the Identity, Credential, and Access Management (ICAM) CAP domain, the BCEP conlinues

to move towards a holistic Homeland Security Presidential Directive 12 solution that will
Ky Hmﬁl}- Azsoranes [eee] {TALY :i-.:"hl.lrl'hn'll'frnlnr' Azmrraros Tevel [4AT ) g antheatieannn

methods for both physical and logical access. The Burean has effectively implemented
configuration/ connection requirements for remote access management including specific
controls that ensure end-user devices are appropriately configured prier to allowing remote
access, The Bureau continues to meet milestones to implement automated tools used to help
manitor ICAM activities. In FY'2019, the Bureau will continue to focas on implementing a tiered
approach for implementing multifactor authentication which will continue to increase
complianee with ICAM-related CAP goals.

The Bureau is pleased to report that we had no major incidents as defined in OMB M-16-03 in
FYzo18. Per the direction in OMB M-18-02 Fiscal Year 2017 - 2008 Guidance on Federal
Information Security and Privacy Management Requirements, we reported a total of 253 non-
majar cyber incidents to U.S. CERT in FYzama.

We are working continuously to improve our progress towards meeting FISMA metrics and CAP
goals. The Bureau has increased the mumber of CAF goals met in 2018 to 5 of 10 with projects
prioritized and currently underway to mest the remaining CAP goals. Currently, we have
measured our organization's progress amd are aligned with the metrics and goals as follows:

RETHE]
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As is evident in the accompanying report and the results of our Inspector General FISMA audit
for the year, the Bureau's information security and privacy controls are maturing as planned.
While the Bureau has made significant progress in these areas, we realize the significance of a
robust infermation security program and work continuously to refine processes and enhance
capabilities to achieve the highest levels of confidence and assurance in the Bureau's
mformation securlty management, operations, and techmical control capabilities.

consumerfinance.gov
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Burepn of Consumer Financial Protection
1700 G Street NW
Washingeon, [NC, 2552

Cetodner 246, 2008

My, Peter Sheridan

Associate Inspector General for Information Technology
Board of Crovernoers of the Federnl Reserve System &
Burean of Conswmer Financial Priotection

20th and C Streets, NW

Washington, DC 20551

Thank you for the opportunity to review and comment on the Office of Inspector General's
(DG draft report on the 2008 Awdit of the BUFF s Information Secaviry Program. We are

hi

consumerfinance.gov
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e

We appreciate the O1G noting our progress on remediating recommendations from previows
CG reviews, We value your objective, mvdependent viewpomis and consider you to be a trosted
sowree of informed. accurate, and msightiul information,

Thank you for the professionalism and courtesy that you and all of the OIG personnel

demonstrated throughout this review, We have provided comments for each recommmendation,

Aincerely,

KATHERINE SICKBERT

Jerry Horton
Chiel Informatwm CHicer

kb dnlrgE |

consumerfinance.gov 3
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Response o recommendations presented in the Draft O0G Repaort,
“2018 Andir of the BUFIYs Information Security Program.”

el

consumerfinance.gov 4
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1700 G Streat MW, i)
Washingion, OC 20552

Movember 13, 2018

Recommendation Memorandum for the Acting Director

Marianne Roth, Chief Risk Officer, Office of Strategy,

FROM

x57684

Rate Fulton, Deputy Chief of Staff, Office of the kate ==
THROUGH : - R biras

Director, x59688 Fulton =i
T Request to Approve the Implementation of the Bureau's

Mame Comection

Recommendation(s)

| recommend you approve the implementation approach for using the Bureau's
statutory name, as described below, and authorize the immediate execution of the
first phase of that approach, which includes using the statutory name in most
public-facing documents and platforms.

Background

Since its establishment, the Bureau has generally operated under the name
“Consumer Financial Protection Bureaw.” In April 2018, Acting Director
Mulvaney announced the Bureau would begin use of its statutory name, as cited in
Sec. 101 1{a) of Dodd-Frank which reads: “[t]here is established in the Federal
Reserve Svstem, an independent bureau to be known as the *Bureau of Consumer
Financial Protection.”™

Front Office leadership requested the Office of Strategy convene a cross-Bureau
warking group to identify the scope of items to be modified with the corrected

1
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name. Based on leadership direction, the working group provided input and
considerations that resulted in a 3-phase implementation approach, deseribed
below.

| ]
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Attachments

Tab 1:  Decision Memorandum from the Acting Director
Tab 2: “Use of the logo in implementation of the name correction™ Decision
Memorandum, signed June 21, 2018,
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Recommendation Memorandum for Decision Clearance Sheet

Subject/Document Title

Request to Approve the Implementation of the Bureau's Name

Carrection

Name of Document Office Telephone Extension |

Marianne Roth Office of Strateqgy A57684

Approved by (name of Associate or Assistant Director)

Kate Fulton

Legal - Preclearance = Monica Clark, Kelsie | 11/5/2018
Williams

CEE | Gail Hildebrand 1172018

SEFL Catherine Latel 11/6/2018

OPS Jean Chang 11/6/18

Office Mame of Clearer Date

Office Mame of Clearer Date

Office Name of Clearer Date

Office " Name of Clearer Date

CFPB-19-1051-A-000124
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1700 G Strast NW,
Washingtan, DG 20552

June 19, 2018

Hecommendation Memaorandum for the Acting Director

FROM Audrey Chen, Design and Development Lead, x57211
THROUGH Kate Fulion, Acting Chief Operating Officer, x59688
SUBJECT Use of logo in implementation of the name correction

Recommendation(s)

| recommend that you authorize the expedited implementation of the name
correction and approve the use of a corrected logo where appropriate in select

Burcau materials and on consumerfinance.gov.

Background

Constraints with Disconrinued Use of Logo

The Design team has begun the implementation of replacing the logo with the seal
in all instances where possible however, there have been several constraints as
follows:

el
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'29U.5.C. §294d

CFPB-19-1051-A-000126

Page 126 of 585



N

CFPB-19-1051-A-000127

Page 127 of 585



Corrected Seal and Logo

| 10T
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Recommendation Memorandum for Decision Clearance
Sheet

Subject/Document Title
Use of logo in implementation of the name correction
MName of Document Office | Telephone Extension
~ Owner Operations / Design X57211
 Audrey Chen and Development
~ Approved by (name of Associate or Assistant Director)
Kate Fulton
" Legal Division Name of Clearer  Date ]
Kelsie Brandlee 5/18/2018
Amy Mertz Brown 6/19/2018
Monica Clark
Office Mame of Clearer Date
Design John Paul Doguin 5/14/2018
.- Office Name of Clearer Date
Office Name of Clearer Date |
Office Mame of Clearer Date 1
|
Office ' Mame of Clearer Date
Office Mame of Clearer Date
Office Name of Clearer Date i

CFPB-19-1051-A-000129
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1700 @ Strast WYY,
Washingion, DG 20552

Decision Memorandum from the Acting Director

FROM Mick Mulvaney
TO Kate Fulion, Acting Chief Operating Officer
SUBJECT Use of logo in implementation of the name correction

[ approve the use of a two-mark solution to identify the Bureau: a corrected logo
and a seal. The corrected logo will be used in select Bureau materials and on
consumerfinance.gov, The seal will be used on official correspondence, legal
actions, and reports.

J&” L-2r-1 B

Mick h-fuIvarbey Daie
Acling Director
Bureau of Consumer Financial Protection

CFPB-19-1051-A-000130
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Credit report review checklist
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Bureau of Consumer Financial Protection | Federal Depost Insurance Corporation
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POSTAL SEMWCE &

Govermment Publishing Ofee Capartment of the A Force United Statas Postal Serice

Exarmples of government agencies with two-mark solutions
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1700 G Strast NW,
Washington, DC 20552

MEMORANDUM FOR: Brian Johnson, Principal Policy Director

THROUGH: Mary McLeod, General Counsel

BrTya g i

e i

FROM: Sonya A. White, Deputy General Counsel i_\mh::::_':::
Amy Mertz Brown, Assistant General Counsel
A4 Z Kelsie Brandlee, Counsel
Legal Division

DATE: June 1, 2018

SUBJECT: Trademark issues raised by Bureau name change in
connection with the logo

I. Background

The Acting Director has decided that the Bureau will implement a name change to
“Bureau of Consumer Financial Protection” and the use of a seal. The Design
Team has recommended that to expedite the implementation of the name change,
the Bureau use a modified logo' in some Bureau materials and on
consumerfinance.gov, while also expanding the use of the seal, including in all
official correspondence, reports, and uniquely governmental applications.

The Bureau currently has a registered trademark for the name “Consumer Financial
Protection Bureau™ and a pending trademark application for the acronym “CFPB,™
though discussion of these marks is outside the scope of this memo. The Bureau
also has a registered trademark protecting the cfpb searchiight logo. ™™

b

"The modifled {ogo cunges the acromvin [rom “cipb” te "belp” and the onder of Lhe words appearing 1o (be right of
i aeromy i from “Consuneer Financial Projection Bereau” o Twnean of Cosssmer Finaaelal Mredection.” bal il
mainlaing the lege's athar design ehemsents Incduding the searchlipht coming oul of the boseee case "2 wod Lk gl

i
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Tradoction Burgau
ITHD G-Sneel. bW Weihingienm OC 10551

December 13, 2007

Recommendation Memorandum for the Acting Director

FROM David P, Gragan, Senior Procurement Executive

THROUGH Sartaj A.'lag Eﬂilefﬂmaramﬂ Officer

SURJECT A.nhn:l]:-alﬂ'd Contract Actions for December and Jnnuur].

Recommendation(s)

| recommend that you approve the impending precurement actions identified in the attached
spreadsheel for award il-ems} or solicitation [ ptem).

Attachments

Tab 1: Decision Memorandum from the Acting Director
Tab 2; Procurement Impending Actions 12.11.17 (Spreadsheet}
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TG G Seeel, MW, YWiahegion, DC 20515

Decision Memorandum from the Acting Director

FROM Mick Mulvaney
TO Dana James, Acting Chief Financial Officer
SUBJECT Anticipated Contract Actions for December and January

Pleaze proceed wi jmuting the anticipated contract actions for Decomber and January.

cpr (R I

Mick Irhﬂwnu{f Date
Acting Diractor
Consumer Financial Protection Durcau

T

TX ’W
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170D 5 Stres MW
washington, DL 20552

June 22, 201 8

Information memorandum for the Acting Director

FROM Catherine Galicia, Assistant Director, Legislative Affairs, x5-9711

Anthony Welcher, Policy Associate Director, External Affairs

THROUGH , , ; 3 =
Zixta Martinez, Associate Director, External Aftanrs

SUBJECT Congressional Correspondence

Omn June 20, 2018, the Office of Legislative AfTairs received a recommendation
letter, dated June 7, 2018, from Congressman Sean Dufty (W) recommending
Paul Adamski to the Bureau’s Community Bank Advisory Council. A copy of the
mncoming letter is attached

Omn June 20, 2018, the Office of Legislative Affairs received a letter, dated June 19,
2008, from Congressmen Jared Polis (CO), Keith Ellison (MN), Jamie Raskin
(MDy), and Congresswoman Pramila Jayapal (WA) about the recent dismissal of
the Burean's Consumer Advisory Board members. A copy of the incoming letter
15 attached.

On June 20, 2008, the Office of Legistative Affairs received a letter from House
Committee on Oversight and Government Reform Chairman Trey Gowdy (5C),
Subcommuttee on Healthcare, Benefits, and Administrative Rules Chairman Jim
Jordan (OH), and Subcommittee on Government Operations Chairman Mark

CFPB-19-1051-A-000149
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Meadows (NC) regarding Bureau staff salanes. A copy of the incoming letter 1s
attached.

On June 20, 2018, the Office of Legislative Affairs received a comment letter,
dated June 11, 2018, to the rulemaking processes RFI from Senators Elizabeth
Warren (MA} and Mark Warner (VA). A copy of the incoming letter is attached.

Omn June 21, 2018, the Office of Legislative AtTairs received a letter from
Congressman G.K. Butterfield (NC) regarding the Bureau's work to address
discriminatory auto lending practices. A copy of the imcoming letter is attached.

On June 21, 2018, the Office of Legislative Affairs received an ivitation letter
from Senate Commutiee on Banking, Housing, and Urban Affairs Charrman Make
Crapo (1D) for Pepgy Twohig, Assistant Director for Supervision Policy, wo testify
at a hearing entitled “An Overview of Credit Bureaus and the Fair Credit Reporting
Act.” The hearing is scheduled for July 12, 20015, A copy of the incoming letter 1s
attached.

Attachments

Tab 1: 2018.06.07 Duffy to Manon_CBAC Rec_Adamski

Tab 2: 20018.06.19 Palis et al to MM_CAB members

Tab 3:; 2018.06.20 TG 11 MM to Mulvaney_salaries

Tab 4: 2018.06.1 1 Warren Warner to Bureau_comment letter Rulemaking Process
)RE]

Tab 5: 2018.06.21 Butterfield to MM _auto lending

Tab &: 2018.06.21 Crapo to PT_2018.07.12 invitation
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WisuTe. dufy b e Congress of the United States
House of Representatives

June 7, 2018

Mr. Emmanuel Manon
Dffice of Consumer Advisory Board and Councils

Burcau of Consumer Financial Protection
1700 G Street NW

Washington, DC 20552
Diear br. Manon:

I write to recommend the appointment of Paul Adamski to the Buresu of Consumer Financial
Protection’s Community Banker Advisory Council. Mr. Adamski will bring a strong rural voice
to the Council with a foeus on making the morgage regulatory process more consumer orientesd.

Mr. Adamski’s career in the Financial Services industry started while he was anending the
University of Wisconsin-Stevens Point as a personal lines underwriter for Sentry Insurance.
Upon graduation he began working at what was American Savings and Loan in 1974, He

continued to serve the people of Wisconsin in various roles, eventually becoming the President
and CCO for the Mincrics Dank in Stevens Point, Wisconsin.

Mr. Adamski has also served the Stzte of Wisconsin as the Finance Director for the City of
Stevens Point and as Deputy Commissioner of Savings and Loans for the State of Wisconsin.
His knowledge of the industry from both a private sector and government perspective will
provide a great voice for rural community banks, and more importantly, consumers,

Mr. Adamski's service on the Chicago Federal Reserve Bank of Chicago and Wisconsin Savings
College Board further exemplifies his commitment to the people of Wisconsin and the

Community Banking industry.

| am confident that Mr. Adamski, with his intellect, his experience, and his deep understanding
of the challenges to community banking, would be an excellent addition to Bureau of Consumer
Financial Protection’s Community Banker Advisory Council, and | stronply urge his

appointment.
Sincerely
Sean P. Duffy
Member of Congress
FALSALL [ELEL LR AR
0 Gk s AV 510 e ErmreTs Sumrn 103 ¥ Riviie (ot Dasil, Sowiiv I
N, WY 30 sy, WAL Harsinm, &1 5483
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(Tongress of the ¥inited States
ashington, BA 20515

June 19 2018
Acting Director Mick Mulvaney
Consumer Financial Protection Bureau
1700 G 5. NW
Washington, D.C, 20552

Dear Acting Director Mulvaney,

We are deeply concemned about your recent decision to fire all 25 members of the
Consumer Financial Protection Bureau's (" CFPR") Consumer Advisory Board. Your decision o
hastily fire the membess of the Consumer Advisory Board (“Board™) are deeply concerning as
the Board provides cutside expertise on areas of consumer finance, trends in the financial sectar
that affect the everyday consumer and the impact of CFPR's regulations. The Dedd-Frank Wall
Street Reform and Consumer Protection Act envisioned a consumer edvisory board that
encompasses well-informed professionals that focus on increasing financial inchusion, ensuring
fair access to financial services products and provided velusble insight about the consumer
finance industry.

Section 1014 of Dodd-Frank establishes #a Manewasr & dvisnre Ranrd and satg forth the
requirements for the Board's make-up, how of
providing travel expenses to board members, ! ET
membership of the Advisory Board should ha'
seryices, comnmunity development, fair lendin
reprecentatives of dapeeitary institutions that
representatives of communities that have beer
loans. Congress identified these specific expe:
CFPB on the best and safest practices in prote
Fewer than 6 of the members shall be appointe
Reserve Bank Presidents, on a rotating basis,
regional Federal Reserve Banks that you wou
or if you requested that they provide you with
scats,

EEFELY

We would like clarification on why ye
plan for how you intend 10 fill the vacant seat =
established by Dodd-Frank. Scurces revealed that a CFPB Official, Anthony Weleher, reasoned
the termination was to save costs by eliminating travel expenses. We would like to direct ¥ou to
Section 1014{d){2), which provides reimbursement for travel for Board members who are not
employed by an agency of the federal govemment.

It is our hope thet you understand the Dodd-Frank law in its entirety, especially when
making major decisions that affect Americans’ financial livelihood. The CFBP was created to
pmmﬁmﬁn'sﬁmnﬁmddmmdmﬁiandﬂHﬂmeﬁmMnﬂmwm
vulnerable populations and erode the financial health of hard-working families, To effectively
ensure this mission, CFPB needs an Advisory Board that mirrors the provisions established in

FRMTED DN MECYTL IR BaPER
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Congress of the United States
Mashington, DE 20515

June 19 2018
Acting Director Mick Mulvaney
Consumer Financial Protection Bureau
1700 G S NW
Washington, D.C. 20352

Dear Acting Director Mulvaney,

We are deeply concerned about your recent decision to fire all 25 members of the
Consumer Financial Protection Bureau's (“CFPE™) Consumer Advisory Board. Your decision to
hastily fire the members of the Consumer Advizory Board (“Board™) are decply conceming a3
the Board provides outside expertise on areas of consumer finance, trends in the financial sector
that affect the everyday consumer and the impact of CFPB’s regulations. The Dodd-Frank Wall
Strezt Reform and Consumer Protection Act envisioned & consumer advisory board that
encompasses well-informed professionals that focus on increasing financial inclusion, ensuring
fair access 1o financial services products and provided valuable insight about the consumer
fimance industry.

Section 1014 of Dodd-Frank establishes the Consumer Advisory Board and sets forth the
Tequirements for the Board's make-up, how often they meet and the CFPB’s commitment for
providing travel expenses to board members. Section 1014(h) specifically mandates that
membership of the Advisory Board should have experts in consumer protection, financial
services. community development. fair lending and eivil rights, community development,
repreacitatives ul dopmasiiony instinnions thas primart |y serve underserved communities, and
representatives of communities that have been significantly impacted by higher priced mongage
loans. Congress identified these specific experts because they would be able to best advise the
CFPB on the best and safest practices in protecting consumers across the 1.5, Additionally, no
fewer than 6 of the members shall be appointed by the recommendations of the regionul Federal
Rescrve Bank Presidents, on & rotating basis, It is unclear if vou informed the Presidents of the
regional Federal Reserve Banks that you would be dismissing the current members of the Board
or if you requested that they provide you with additional nominees to fill the now vacant Board
seais.

We would like clarification on why you terminated all members of the Board and the
plan for how you intend to fill the vacant sests to fulfill the obligations of the Board as
established by Dodd-Frank. Sources revealed that 8 CFPB Otficial, Anthony Welcher. reasoned
the iermination was to save costs by eliminating travel expenses. We would like to direct VOU 10
Section 1014(d)(2), which provides reimbursement for travel for Board members who are not
emploved by an agency of the federal govemment,

It is our hope that you understand the Dodd-Frank law in its entirety, especially when
making major decisions that affect Americans’ financial livelihood. The CFBP was created to
protect Ametican’s from financiel scams and unfair and deceptive practices that often prey on
vulnerable populations and erode the financial health of hard-working families. To effectively
ensure this mission, CFPB needs an Advisory Board that mirrors the provisions established in

FERTED O RECTCLED PasTH
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Section 1014, Tt is expected that you follow the law and ensure that the Board reflects financial,
civil rights, and community experts and representatives.

We look forward to heaning your explanation on why you decided 10 wipe clean the
entire Advisory Board and your future plans in adbering to the law when electing new members.

fchh E!'[Esn&\
lember of Congress
| ﬂ . ¢
I|I%ﬁilﬂ Tayapal
Member of Congress Member of Congress
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Congress of the Tnited States
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June 20, 201 %

The Honorable Mick Mulvaney
Acting Director

Consumer Financial Protection Bureau
[ 700 G Serest, MW

Washington, DC 20532

Dear Mr. Mulvaney:

On Aprl 12, 2018, vou appeared before the Senate Committee on Banking, Housing, and
Urban Affairs 10 discuss the Consumer Financial Protection Bureau's semi-annual report o
Congress,' During the hearing, you stated the average compensation {or the Bureau's 1,600
emplovees is $193,000 per vear.? You also restified there are approximately 370 emplovees at
the CFPB who carn more than §174.000 per year-—the salary for a U.S. Senator.”

In creating the Buremi, Congress authorized a compensation schedule apart from the
Gieneral Schedule (GS) system, which is used at most federal agencies.® This was done in par 1o
ensure the Bureau could anract qualified individuals who may otherwise be enticed to work at
lending financial institutions or law firms. The extent 1o which salaries at the Bureau depart from
povemment=wide norms, however, raises questions,

To help the Communee determine whether taxpayer dollars are being managed efficiently
at the Bureau, please provide the following documents and information:

. Ananonymized current list of all CFPB employees. including occupational title, pay
band, adjusted base salary (1o include locality pay adjustment, if any], and bonus or
award received in Fiscal Year 2017, if any; and

2. Documents referring or relating to salary guidelings or factors for determining the
appropriate salary level for CFPB employees.

P The Covmurder Fimencial Protection Bureaic's Semi-Armmual Reparf o Congress. Wearmyg Sefore the 5, Comm, an
Bankirg, Howring, aeed Lirban Affaies, 115 Cong {2018).

1id.

Vi

* See 12 US.C. 4 5493(nk2) (2016
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The Honorably Mick Mulvaney
June 20, 2018
Page 2

Provide the documents and information as soon as possible, but no later than $:00 p.m.
on July §, 2018, An attschment to this lener provides additional instructions for responding 1o
the Comrmtiee’s request. Please contact James Lesinski of the Majority swdl at (202) 225-5074
or Jumes. Lesinski@mitl house. gov with any questions abowut this request. Thank you for your
anention to this matter

(L gl

Tre:.r Gm'fd:r Jim

Subdtmmittes on Healtheare, Benelns,
and Administrative Rules

Mark Meadows
Subcommittee on Government Chperations

Enclosures

ool The Honorable Eljjah E. Commings

The Honorable Raja Krishnamoorihi
Subcommittee on Healthcare, Benefits, and Administrative Rules

The Honorable Gerald E. Connolly
Subcommitiee on Government Operations
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Respanding to Committee Document Heguests

o Im complying with this request, you are required to produce all respensive documents that are

in your possession, custody, or control, whether held by you or your past or present agents,
employees, and representatives acting on your behalf., You should also produce documents
that vou have a legal right to obtam, thal vou have a nght w copy or 1o which you have
pccess, s well as documents that you have placed in the lemporary possession, custody. or
controd of any third party. Requested records, documents, data or information should not be
destroved, modihed, removed, transferred or otherwize made inaccessible to the Commitiee.

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

The Comminee’s preference is o receive documents in electromie fomm {Le., CD, memory
stick, or thumb drive) in lieu of paper productions,

Documents produced in electronie formut should also be organized, identified, and indexed
electronically.

Electronmic document productions should be prepared according to the following standards:

i#) The production should consist of single page Tagged Image File (“TIF™), files
accompanied by u Concorduance-format losd file, an Opticon reference file, and a file
defining the fields and character lengths of the load fle.

{b) Docament numbers in the Ioad file should match document Bates nombers and TIF file
MEAes,

i) If the production 15 completed through a series of multple partizl productons, feld
mikmes and file order in all load files should match.

(dy All electronmic documents produced to the Commttee should include the following felds
of metadata specitic to each document;

BEGIHC, ENDIDOC, TEXT, BEGATTACH, ENDATTACH,

PAGECOUNT CUSTODRIAN, RECORDTYPE. DATE. TIME, SENTDATE.
SENTTIME, BEGINDATE, BEGINTIME, ENDDATE. ENDTIME, AUTHOR, FROM,
CC, TO, BCC, SUBJECT, TITLE, FILENAME, FILEEXT, FILESIZE,
DATECREATED, TIMECREATED, DATELASTMOD, TIMELASTMOD,
NTMESCI, INTMSOHEADER. NATIVELIMNE, INTFILPATH, EXCEPTION,
BEGATTACH.

Documents produced o the Commites should include an index descnbing the contents of
the production. To the extent mwore than one CD, hiard dove, memory stick, thumb drive, box
or folder is produced, each CIY, hard drive, memaory stick, thomb drive, box or folder shoubd
contain an index describing its comtents,
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Documents produced in response 1o this request shall be produced together with copies of file
labels, dividers or seatifving markers with whach they were associated when the request was
served,

When you produce documents, vou should identity the paragraph in the Committee’s
schedule o which the documents respond.

It shall not be 1 hasis for refusal to uce documents that any other PErsan or cntity also
. ¥
[N BERS0N non=identical or wlentical l.'l.l-EFil:"i of the same documents,

If any of the requested information 15 only reasonably available in machime-reswdable form
(such as on a computer server, hard drive, or computer beckup tape), you should consult with
the Committes stafl wo derermine the appropriate format in which 1o produce the information,

If compliance with the request canpot be made in full by the specified retum date,
compliance shall be made to the extent possible by thal date. An explanation of why full
compliance i not possible shall be provided along with any partial production,

. Im the event that a document is withheld on the basis of privilege, provide a privilege log

contiining the following information concerning any such document: (&) the privilege
asseried; (b) the type of document; (¢) the general subject matter, {d) the date, author and
adddressee; and {e) the relationship of the author and addressee to each other.

If any document responsive to this request was, but no longer is, in your possession, costody,
OF CONIR, Idenniry the JoCument (Staning ins aaie, aunor, sSUunfect and reciplents | and exdain

the circumstances under which the document ceased o be in your possession, custody, or
contrnl.

If a date or other descriptive detail set forth i this request referring to o document s
inaccurate, but the actual date or other descrplive detail s known 1o you o 15 otherwise
spparent from the context of the request, yvou are reguired 1o produce all documenis which
wioukd be responsive as if the date or other descriptive detail were comrect.

Unless atherwise specified, the time period covered by this request is from January 1, 2009
to the present.

This request 1s continuing in nature and applies 1o any newly-discovered miormation. Any
record, documeant, compilatnon of data or information, noed produced because 1t bas not been
located or discovered by the return date, shall be produced immediately upon subseguent
location or discovery,

All documents shall be Bates-stamped sequentially and produced sequentially,

Two sets of documents shall be deliverad, one set to the Majonty Staff and onc set to the
Minority Staff. When documents are produced 1o the Committee, production sets shall be

deliverad o the Majority Sl in Room 2157 of the Ravbum House Office Building and the
Minority Staff in Rowom 2471 of the Ravburn Heuse Office Building.
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19, Upen completon of the document production, yvou should submit o written certification,

||.il

signed by you or your counsel, stating that, (1} a diligent search has been completed of all
documents in your possession, cusiody, of comrol which reasonably conld contain responsive
documents; and {2) all documents located during the search that are responsive have been
produced 1o the Committee.

Definilions

The term “document” means any wntten, recorded, or graploc matter of any nature
whatsoever, regardiess of how recorded, and whether original or copy, including, but not
limited to, the following: memoranda, reports, expense repors, books, manuals, instroctions,
Minancial reports, working papers, records, notes, letlers, notices, confinmations, elegrums,
receipts, appraisals, pamphleis, magazines, newspipers, prospeciuses, inter-office and inira-
office commumications, electronic mail (e-mail ), contracts, cables, notations of any type of
conversation, telephone call, meeting or other communication, bulletins, prinfed marter,
compater printouts, teletypes, invimces, ranscripts, dianes, analyses, retums. summarics,
minutes, hills, accounts, estimates, projections, comparisons, messages, comespondence,
press releases, circulars, financial statements, reviews, opimions, offers, studies and
investgatons, questionnaines and suirvevs, and work sheets (and all drafis, preliminary
versions, alterations, modifications, revisions, changes, and amendments of any of the
foregoing, as well as any amtachments or appendices thereto}, and graphic or oral records or
representations of any Kind (including without lmitation, photographs, charts, graphs,
microfiche, microhilm, videotape, recordings and motion pictures), and clectronie,
mcchmmical, aind clectne veconds o reprcacntations «f any Kind (including, withoeut Tioasagion,
tapes, cassettes, disks, and recondings) and other written, printed, typed, or other graphic or
recorded maner of any Kind or natre, however produced or reproduced, and whether
preserved in writing, film, tape, disk, videstape or otherwise. A document bearing any
notation not a part of the original fext is o be considered a separste document, A draft or
non-identical copy is a separate document within the meaning of this term.

The term “communication” means each manner or means of disclosure or exchange of
information, regardless ol means utilized, whether oral, elecironic, by document or
otherwise, and whether in a meeting, by telephone, facsimile, email (deskiop or mobile
device), iexi message, instant message, MMS or SMS message, regular mail, efexes,
releases, or otherwise,

The terms “and™ and “or” shall be construed broadly and either conjunctively or disjunctively
to bring within the scope of this request any information which might otherwise be construed
to be outside i1s scope. The singular includes plura] number, and vice versa, The masculine
inchades the feminine and neuter genders.

The terms “person’™ or “persons” mean natural persons, firms, parnerships, associations,
corparations, subsidiaries, divisions, departments. joinl ventures, proprietorships. syndicates,
o odher legal, business or government entities. and all subsidiaries, affilustes, divisions,
depanments, branches, or other unils thereof.

CFPB-19-1051-A-000159

Page 154 of B8



Ll

The term “wdentify,” when used in a question abour indiveduals, means o provide the
following information: (a) the individual's complete name and title; and (b the ndividual's
husiness address and phone number,

The term “referring or relating,” with respect to any given subject. means anything that
constitutes, contains, embodies, reflects, identifics, states, refers o, deals with or is pertinent
tor thist subject in any manner whatsoever.

The term “employee” means agent. bormowed employee. cisual employes, consultant,
contractor, de facio employee, independent contractor, joint adventurer, loaned employvee,
part-time employvee, permangnt employee, provisional emplovees, subcomtracior, or any other
type of service provider.
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COMMITTEE ON OVERSIGHT AND GOVERNMENT REFORM
L5 HOUSE OF REPRESENTATIVES
HE™ CONGRESS

NOTICE OF APPEARANCE OF COUNSEL

Counsel submitting:

Bar nomber: StatelDistrict of admission:

Attorney for:

Address:

Telephomne: | } "

Pursuamt to Rule 16 of the Committee Rules, notice s hereby given of the entry of the

undersigned as counsel for in {select one):
@ Al maiters belore the Commiiies

-O The following matters {describe the scope of represemtation):

Al farther notice and copics of papers and other material relevant to this action sheold be
directed to and served npon:

Altorncy’s name:

Attormey’s email address:

Firm name {where applicable):

Complete Mailing Address:

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

Signature of Atlorney Date
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CFPB-2018-D003-(34
RULEMAKING PROCESSES RFI

mced States Senate

WASHINGTON, DE 20640

Ret Docket No, CFPB-2018-0009, Request for Information Regarding Bureau Rulemaking
Processes

Submirted by Senator Elizabeth Warren and Senator Mark Warner

Thank you for the oppontunity to comment on the Consumer Financial Protection Burean’s
(CFPB) rulemaking process. We write to highlight how essential data collection must be to
rulemaking at the CFPB, The CFPB was designed to be a modern, data-driven apency that
analyzes market information o spot and stop consumer scams. But OMB Director Mick
Mulvaney, who now controls the agency, has cut back on the CFPB’s collection and use of data
without any justification. The CFPB’s work on behalf of American familics has suffered asa
result.

Data powers the CFPB’s work — and that's a good thing. Dodd-Frank charges the agency with
studving markets for products like credit cards and student loans and writing new rules when it
spots troubling trends. The CFPB has used this authority 10 responsibly collect diata while
protecting individual privacy, to produce ground-breaking reports, and ultimately to write new
rulcs that protect consumers and crack down on consumer scams.

Starving the CFPB of data, as Mr. Mulvaney has been doing, undermines the CFPB. Within two
weeelic of tnling sontral of the CFPFH, Mulvoney froese the CEFPE e collestion of perdenal data
that freeze lasted for almost six months.! Mulvancy pointed to supposed vulnerabilities in the
CFPB's cybersecurity infrastructure 1o justily his actions ven though the CFPB had
outperformed all other finandial regulators in the last two independent povernment-wide
cybersecurity audit.® He said “we’re going to hold ourselves 1o at least the same standard as we
hold [regulated entities].™ That wasn'tall. Two weeks later, Mulvaney serapped a planned
survey on debt collection’—an online survey of 8,000 individuals related to debt collection
disclosures. This survey would have provided important data about debt collection disclosures to
azsist the CFPB’s efforts to write a debt collection rule and otherwise fulfill obligations to root
out unfair, deceptive, and abusive acts and practices related to debt collection: And in a recent
speech, he suggested that he would like to end public access to the consumer complaint database,

Mr. Mulvaney hifted the freeze last week after yet another independent audit came to the same
conclusion — that “exiemally facing Bureaw sysiem appear to be well-secured.™ But not before

! dmeriean Banker, “Warren grills CEPB head over dain eollection freeze,” John Heliman, Janwaru 8, 2018,
thn:!"."ww'.'l.'.ul:nEritunb:nkur.ﬂmﬁnmi"warren-arﬂlﬁ-cﬁh-huﬁdqmr-'_'hﬂu.-mﬂt&.'l.iun-Emurr.
! White House, “Federal Informsation Securily Modemization Act of 2004: Annaal Beport b Congress,”™

nl:lnﬁhﬂ'rww “ﬂmmﬂnmwﬁths mvmﬁ!mﬁunﬂmmﬂuﬁmnwmmm

’ Ilm:umbnrg “Mnckj'-'l:ulm-umu_lr (el "|||.u|.]:- l-u;gﬂ-am I:lma E‘ﬁlm "'|.|!r|'IJ 1L "I:IIE .

hiips:!www bloomberg commews videos 2l | §-04- | Limick-mubvanex-on-wells i
! American Banker, *CFPIs Mulvaney soraps survey for debd ﬂl-lh:ﬂmm ]1:Ir.|r|. KHIE T;l-:n-].' ﬂmmh-:r I*_il' Iﬂll?
hitps:wwew americanbankes comdnewsic fpbs-mulvaney-scrips -airvey-for-dobi-collection-plan.
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CFPB lawyers and investigators had lost six months while their effons to enforce consumer
protection laws ground to a halt because of the freeze I Other measures to undermine the agency
by starving it of dala rémain in effect.

Meanwhile, Mr. Mulvaney 1n't holding compames like Equifax accountable for data breaches
even after hackers stole Social Security Numbers, passports, driver’s licenses and more from
about 145.5 million Americans.® American families are right to be concerned about the security
of their personal data. We sure are. But instead of allowing the CFPB to push companies to
improve their data practices, Mr. Mulvaney is presenting consumers with a false choice between
¢ybersecurity and a strong consumer watchdog. In reality, the two go hand-in-hand — a strong
CFPB secures the data it holds and makes sure that companies it regulates do the same.

The better the ageney’s information, the more effective it is at standing up for consumers. To
make sure a finaneial institution isn®t breaking the laws, the agency can't just look at its policies
== 1t has to make sure that employees are following these policies, S0 when the CFPB assesses
whether financial institutions are following the laws that govern credit cands, checking accounts,
mortgages, and pavday loans, it looks at individual accounts to make sure that consumers aren’t
getting charged for extra products and it checks individual mortgage files to make sure that hlack
borrowers are being offered the same mortgapes ag white borrowers with similar profiles. And
the CFP'B uses data to assess market trends to evaluate whether a new rule may be needed 10
protect consumers, and then uses daa again to help assess whether that rule’s benefits will
outweigh its costs,

The UFPH gets this data m a few ways, Compames, trade groups or individuals somelimes give
the CFPB information voluntarily, In other cases, the financial institutions the CFPB supervises
are required 1o give the CFPB mformation, The CFPB also acquires anonymized data from
commercial data vendors to allow il to keep its finger on the pulse of the markets. But regardless
of its source, the CFPB handles this data with utmost care. When the data are used for research,
they arc anonymized before any CFPB rescarcher ever sees them,” And the agency only collects
what it needs — a quantity “similar™ 1o other financial regulators, sccording to a GAQ report,”

The CFPB also gets data through its consumer complaint database. If the CFPB is going to
intervene with companies on behalf of consumers — and push them to refund an unexplained 330
fee on a bank statement — it needs the consumer's account informaton. The CFPB currently
makes some consumer complaints public but it 13 careful to scrub all personal information from
the complaints first. ® This ransparency allows researchers and policymakers to conduet rigorous

* Credit Union Jownal, *Mulvaney response to CFPH data security gaps baffles cyber axperts,” kate Herry, April
23, N E, bgpswwos cujourmal comdvewsimul vaney-response-ip-cfph-data-securijy-gaps-ha Mes-cvbsr-caperis
' Dffice of Senator Elizabeth Warren, “Bad Credit: Uncovering Equifmx’s Failure 1o Protect Americans” Personal

Ieformation,” Febriary 2018, hopeAwaww warren.cenate govs ke documents 2018 2 7 %20Equifes Report pdf
" Government Accountability Office, “Consumer Finance Protection Bureaw: Some Privacy and Security Procedures

for Data Coflections Should Centinee Being Enhanced,” September 2014,

bleps: i way, gan. goass e TGS 600, pd [
¥ Ihid
¥ i
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outgide analysis of consumer complaints and arms consumers with important information as
they"re making choices in the financial marketplace,

Armed with thiz evidence, the CFPB has successtully stood up for consumers. Under former
Director Richard Cordray, the CFPB obtained $12 billion in reliet for more than 29 million
consumers and protecied millions more through its rules it wrote using rigorous cost-benefil
analysis,'” Make no mistake — the secret to the CFPB's success Is that its investigators, lawyers
and rule-writers are armed with evidence and powered with data.

The CFPBR's decision-making is at its best when it haz data to guide the rules it writes and the
lawsuits it brings to protect consumers. Dodd Frank requires the CFPB to consider the potential
benefits and costs to potential consumers when undertaking a rulemaking—including a
rulemaking 1o collect daa!! Other requirements mean the CFPB must assess the impact of
proposed rules on smaller banks and eredit unions, ¢onsumers in rutal areas, among others, Mr.
Mulvaney claims that he values cost-benefit analysis and fact-based decizion-making, but rolling
back data collection makes this impossible, harming consumers and businesses.

The American people deserve better. As the CFPB evaluates its rulemaking process, we urge
Mr. Mulvaney and the CFPB 1o keep datn central to the execution of its mission to protect
COnSWMers.

B Consumier Financial Protection Buren,"Fact Sheet By The Numbers,” Decernber 2016,
hibps:iles. consamerfinance. gov/fidocuments201 701 _cleb CFPB-By-the-Numbers-Factshoet pdf
W12 A5G SST20B)2HAND.
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Comasafi=r'ee cind
ENERGY AND COMBMERCE

CHIZF DEFCTY WiLP

G. K. BUTTERFIELD

Fimsy Disriiesr, Mol Ca i ina

CONGRESS OF THE UNITED STATES

House OF REFRESENTATIVES
June 21, X018

Mr. Mick Mulvaney

Acting Director

Consumer Financial Protection Bureau
1700 G Street NW

Washington, D.C. 20552

Drear Acting Director Mulvaney:

[ write to better understand how the Consumer Financial Protection Bureau (CFPB) imends 1o
protect consumers from discriminatory auto lending practices at auto dealerships

After morgages and student [oans, sufo loans—80 percent of which are obtained through a
dealership-—ure the largest source of Americans” housechold debt. ! At the same time, consumers’
abiluy to ges to waork, go to school, and obtain medical care has been linked to whether they have

access to fair auto financing

[n 2013, CFPB issued gpuidance to address the practice of indirect auto lending, in which auto
dealers facilitate loans from third-party lenders for customers purchasing a vehicle® That
guidance was in reapomac bo the potentially discnminain y wse wf dealer manhugs of indineet asie
krans.* CFPB wrote in the guidance that there is & “significant risk” that dealer markups
contnbute o prcing djsgnwities based on race and otler characteristics protected by the Equal

Credit Opportunity Act.

Since 13sumng the 2013 guidance, CFPR has returned more than 140 million to consumers whio
were financially harmed by discriminatory dealer markups ® Ally Financial, American Homdi

DL gnswiner Firaici Prédection Hufein, Prepm'{'d'ﬁmm.h: af LR Darpetor Hickard {.-El'l'lﬁ"ﬂl'l-' 2l e itk
Finarse Fleld Hearing (Sepr (8 2id)

! Center for Responsshle Lending, Linder the ffood. Awin foan nteeest Rate Fifes Infae Comamer O wd
Lo Lowses (Ape. 15 2L

! Consumer Financial Protection Burcau, CFPE Bullethr 207 3-02 (Mar. 11, 2013}
1 Filés consunarfinanee gy 2003 cfpb march_-Anito-Finance-Bullshn. pdf

! Comsumer Financeal Protoction Bureoe, CFME fo Hodd doio Lendery Toconmfobdle for legal Dbsonndmrtory
Uik (Mar 21 2003 (press releasa),

¥ Bpe mote 3

" Comgumer Financial Profection Bunes, CFFE and' (N Gl Ly fo Pay S80 ) fetlon to Comsumers Hanned
faw (Wscrimimatory durs Loon Peiciag (Deg 20, 2003) (press release), Consumer Fiesncial Prowecton Bareay, ©FPH
el DR Bepch Reslenion with Honde e dddress Disesimingfory date Laan Prictag (July 14, 2003) {peess
releasel; Conswner Financial Frotection Burean, CFPE Talkes Aotion Doains Fith Tiiea Bank e duta-Leading

BTTE R e O A T
Bl i Sy LR Db cm et my LT
B Narwean Bk 1F6 | Caunin Wile Aiime Tii 7 Fad
Wiqim s i [ s A, a1 BE i BILL
LT I (L] Frmuny S TTEA Ty Mi
A/l AR i i 4 R ] EL e 18]
| LI TR T (O [N TR L AL T
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Finance Corparation, and Fifth Third Bank have all settled with CFPB and the Department of
Justice after they were found to have éngaged in pattems of discrimmation against minority
customers seeking indirect auto loans.” Nonwhite bomowers in these cases were charged, on
average, hundreds of dollars more for their auto loans than white borrowers.*

Yet, vou recently released a siatement applauding the actions taken by Kepublican majorities in
Congress and the President to overtum regulatory guidance tssued by CFPB on March 21, 2013,
titled “Indirect Auto Lending and Compliance with the Equal Credit Opportunity Act.™

Clearly, discrimination in auto lending persists, Research indicates that dealer markups
contribute to nonwhite consumers paying more for auto loans than white customers with similar
financial histories and credit risk. " In fact, nonwhite consumers have fuced these discriminatory
practices for decades ' Racial disparities in dealer markups have been found in every state in
Amenca dating back to the 19908 " |n some states, dealers charged nonwhite borrowers three to
four times the markup they charged white borrowers. " And in a lanuary 2018 repor, the
MNateonel Fair Housmg Alliance detatted the results of their investigation into auto bending at
dealerships in Virginia- 62.5 percent of the time, dealers offered nonwhite bormowers costlier
loan options than they did less qualified white borrowers '

Your decision w dismantle the Office of Fair Lending and Equal Oppormunity, together with the
elimutation of thé guidance on distriminatory mdirect lending, nisks further weakenng the

Bureau's ability to detect and prevent discriminatory lending,

Iherramimrinan arel iepal Ot Cael Prrcioss (Sept. 28, 2083 ) { press relesse ), Consumer Finoncial Procection
Buaregn, ' FPH oo I8 Riviety Rewesfrarion wirh ]".ug.-'.lr.-'r Haror Crealt de ddidvese [ oan ,F'I-Jn'ﬁg Poficrey With
Dhiseriwnimatmsy ffects (Feb. 2, 200 8) (press ebose)

' b
"I

 Husgiwe Vistes to Déswvanle Blay Rule (o Awio Lervliee. Now York Tanes (May K, 2018), Consaumer Firunciil
Protection Bureaw, CFPS Swiledin 200 3-00 (0o 21, 2003 b { Alesconsumenfinomee, goa 200 303 cfpb maech -
Auin=Finnnce=Bullerin pdlh

" Sew nofe 2

' matiomsl Coasumer Law Center, Meww! Didpariiies b dubs Loan Larkinr Siate-by-Sate Data (June 2015
iwww ok orpfimapespdiicnr_salesih-auie-denlers-racial_dspanies pdf)

"
[£] Jef
¥ Mational Fair Housing Allinnce, Dvscrimination Bin Hpvmgo Cae (Jane 11, 20085

¥ Trump Adwitniviration Meips Consumer Watchdog Office of Enforcement Powers 18 Lemding Discrnmation
Cases. Washington Posi (Feb, 1 2618),
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To that end, 1 request vou provide detailed information on how vou intend to fulfill CFPBE's
fundamental mission to put Amencan consumers first, and to take tough actions to defend them
from discrimination and other abusive financial practices in the auto lending industry

Very truly yours,

G K. Butterfield
bember of Congress
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hune 20, 2018

Ms. Pegey L. Twohig

Bureau of Consumer Financial Protection
| 700 G Street WW

Washington, DC 20552

Dear Ms, Twohig:

| invite you to appear before the Committee on Banking, Housing, and Urban Affairs 1o
testify st a hearing entitled “An Overview of Credit Bureaus and the Fair Credit Reporting Act.”
The hearing is scheduled to take place on Thursday, July 12, 2018 at 10:00 am. in Reom 538 in
the Dirksen Senate Office Building.

Y our testimony should describe the efforts, activities, objectives, and plans of the Bureau
WILH pespect 1o Supervision, regutaton, and enforeement relamd w0 the credit bureaes,  Please

provide an overview of the Fair Credit Reporting Act and any other laws or regulations that
apply to eredit burcaus. In addition, please deseribe the extent 10 which your agency

oversees the credit bureaus’ data security, aml provide the Committee with your evaluation of
how well the eredit bureaus ensure the security and accuracy of the data they collect, what
improvenents should be made to the oversight of data securdty and aceuracy at credit bureaus,
the effectiveness of dispute resolution processes af credit buresus, and ifa data breach occurs,
what eculd be done to ameliorate the damage done by such breach?

For purposes of the Commitiee Record and printing, your written statement must be
submitted by e-mail in Microsoft Werd 1o Joe Carapiet, Joe_Carapieti banking senate.gov., and
tor Wis. D Ratliff, Chief Clerk of the Committes, Dawn_Batliffia banking senate sov. Also,
W) paper copies of your statement must be ingluded for the use of Commitiee members and
stafl, These are due 1o the Committee no later than 24 hours prioe to the hearing,
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If vou have any questions regarding this hearing, please do not hesitate © conlact Joe
Carapiet at (202) 224-2873. Thank you in advance for yvour cooperstion.

Sincerely,

Mike Crapo
Charrman
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i_;, B Protection Bureau

1700 G Sirees. W ¥iashington DIC 30557

January 24, 2008

FROM alicia, Assistant Director, Legislotive Affairs, 5-0711
THROUGH Zixta Martindg, Assoclate Director, External Affairs
SUBJECT R“ﬁinma lettel to Senator Warren regarding the Bureau's enforcement

Recommendation

Please review and sign the a ¢d response letter to Senater Elizabeth Warren (MA).
This response has completed flearance. If you are satisfied with the response, please sign the

5N

- Oifice of Legislative Affairs received a letter from Senator Warren
u's enforcement work. A copy of the incoming letter is attached.

Attachmeants

Tab 1: zo18.01.25 MM to Warren_enforcement
Tab 2: 2017.12.18 Warren to MM_LE_enforcement
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c ™ Consumer Financial
& r Pretection Bureau

1700 G Sireet MW, \Washington, OC 20552

January 25, 2018

The Honorable Elizabeth Warren
United States Senate

a17 Hart Senate Office Building
Washington, D.C. 20510

Dear Senator Warren:

I write in response to your letter of December 18, 20a7, inguiring about my review of enforcement
actions and other activities ot the Bureau of Consumer Financial Protection (“Bureau").

I reject the insinuation in your letter that individuals at the Bureau may be ignoring iegal and
ethical duties to avoid conflict of interest. I have the utmost confidence that everyone at the
Bureau—both career staff and non-career staffi—are complying with applicable laws, regulations,
and ethical obligations, and [ am not aware of any actual violations, 1 will not dignify your
insinuation to the contrary with any further response.

I am reviewing all of the Bureau's enforcement matters to ensure that the Bureau's ongoing work
adheres to the proper interpretation of Federal consumer financial protection law and my policy
priorities. 1 am also reviewing certain draft examination reports for the same reasons. As part of
these reviews, non-career staff and 1 have worked with the Bureau's senior career leadership team
to understand each specific enforcement or supervision matter, as well as the relevant processes
and procedures,

While | generally will refrain from providing information about internal Bureau operations, 1 can
inform you that, to date, T have not rescinded any formal internal settle-or-sue autherity given to
the Bureau's Office of Enforcement or Office of Fair Lending by the former Director of the Bureau,
nor have | instructed Enforcement or Fair Lending to drop any investigations.

consumerfinance.gov
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Should you have further questions about this issue, please do not hesitate to have your staff
contact Matthew Pippin in the Bureau's Office of Legislative Affairs. Mr. Pippin can be reached at

(202) 435-7552
Sin -

oy

k Mulvaney
Acting Director

consumerfinance.gov
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December 18, 2017 g et b
Leandra English
Acting Director
Consumer Financial Protection Bureau
1700 G Street, NW
Washington, DC 20552
The Honorable Mick Mulvaney
Drrector
Cffice of Management and Budget
725 17 Street, NW
Washington, DC 20503

Dvear Acting Director English and OMB Director Mulvaney,

| am writing 1o seek information aboart the review of enforcement actions initiated by Mr.
Mulveney at the Consumer Financial Protection Bureau (CFPBL Mr. Mulvanay has not
answered my earlier letter inquiring into whether he — or the stafT he has brought over from
OME — have complied with CFPB's ethics rules and resolved any potential conflicts of interest.
It would be very roubling if Mr. Mulvaney and his political staff were issuing orders affecting
engoing litigation decisions made by career staff. But it would be even more troubling if they
were doing so while leaving Congress end the American people in the dark about whether they
maintain a financial interest in any of the companies involved in the cases they are reviewing.

According to public reports, Mr, Mulvaney is reviewing 28 enforcement mafers
currently in litigation, 14 matters in which the CFPB has completed its investigation and is in
negotistions with a regulated entity, and 90 oageing iu\rt:t{,guriuns.' The results of this review so
far wppear o have resulted in letting companies off the hook even if they have defrauded
consumers. In one case where a judge has already ordered Nationwide Biweekly Administration
and Loan Payment Administration end its cwner to pay $7.9 million in penalties for deceptive
morigage practices, the CFPB reversed an earlier decision and allowed Nationwide Biweekly to
postpone paving their penalty without posting & bond 2
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At Mr. Mulvaney's behest, the CFPB has also suspended pursuit of a Civil Investigative
Demand it issued to Mexus, a company that may have engaged in unfeir or deceplive practices in
obtaining bonds for immigrants so that they can be released from immigration custody.?

Even Wells Fargo is reportedly catching a break from the CFPB - despite admitting 10
apening 3.5 million fake accounts, charging nearly 200,000 customers unnecessary fees,' and
charging 570,000 customers for car insurance they didn’t need.® In early November, under
former Direcior Richard Cordray, the CFPB reporiedly approved the terms of a settlement with
Wells Fargo in a separate case related to ﬁ::ﬁ the bank unlawfully charged more than 100,000
borrowers in order to secure mortgage rates.” But, according to reports, the settlement is now
“on ice” as Director Mulvaney "“review|s] whether Wells Fargo should pay™ the proposed fine.’

Congress and the American people have no ides who is conducting the reviews of these
enforcement actions, or their rationgle for making decisions about them. We have no way of
krowing whether Mr, Mulveney or any of the political staff that be has brought with him have
canflicts of interest. Withowt information about who is conducting these reviews or how they are
doing so, there is no way of ensuring that CFPB is acting lawfully or that this sensitive
tnformation i5 being appropriately protected. Given these concems, | ask that Mr. Mulvaney
answer to following questions no later than December 29, 2017.

l. What is the objective of your review of enforcement mariers?

8. Which cases among the 28 currently in [itipation have you or your staff reviewed?

B, Who s conducting these reviews? Please provide Lheir name, title, and job

description.

What is the rafionale for choosing which cases o review?

d. 'What actions are you considering during your review, and what eriterda are you
using to determine how to proceed with these actions?

e. Have you rescinded the senle-or-sue authority given by Director Cordray with
respect to any case?

f. Have you instructed the Division of Supervision, Enforcement and Fair Lending
to drop any investigations that were ongoing as a resull of this review?

2. What additional information is under review by you or your staff?

a.  Are you or your staff reviewing any CFPB bank examination information? If so,
what is the objective of your review of examination reports?

b. Which examination reports have been reviewed?

¢. Who has been invelved in this review? Please provide their job descriptions.

L

"
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d. Have the regulated entities been made awere of this review?
e. Has anybody taking part in the review mede edits to any examination report?

3, For all personne! involved in your reviews who were not employed by the CFPB prior to
Movember 24, please indicate whether they are a full-time CFPB employee, whether they
concwrrently hold any ether jobs, and under what authority they were appoinied.

&. For all involved personnel please indicate whether and when they became fully
compliant with the Supplemental Standards of Ethical Conduct for Employees of
the Bureau of Consumer Financial Protection.®

b. For all involved personnel, please provide a list of entities they are disqualified
frem working on pursuant to 5 CF.R. § 9401.111.

Sincerely,

Eli Warren
Uniged States Senator

Y& CFR 401,
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March 20, 2018

Recommendation Memorandum for the Acting Director

Catherine Galicia, Assistant Director, Legislative Affairs, 5-
9711

Anthony Welcher, Policy Associate Director, External Affairs
Zixta Martinez, Associate Director, External Affairs

SUBJECT Response letters to Senator Van Hollen and Senator Cardin

FROM

THROLUGH

Recommendation

Please review and sign the attached response letters to Senate Banking, Housing,
and Urban Affairs Committee Member Chris Van Hollen (MD) and Senator Ben
Cardin (MD). This response has completed clearance. 1 you are satisfied with the
response, please sign the letters,

Background

On February 14, 2018, the Office of Legislative Affairs received a letter from
Senator Van Hollen and Senator Cardin about the Otfice of Fair Lending and
Equal Opportunity. A copy of the letter is attached.

Attachments
Tab 1: 2018.03.23 MM 1o Van Hollen_Fair Lending

Tab 2: 2018.03.23 MM to Cardin_Fair Lending
Tab 3: 2018.02.14 Van Hollen Cardin to MM_Fair Lending
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March 23, 2018

The Honorable Chris Yan Hollen
Linited States Senate

| 10 Hart Senate OfMce Building
Washington, D.C. 20510

Diear Senator Y ollen:

Thank you for your letter of February 14, 2018, The Bureau of Consumer Financial Protection
{Burcau) appreciates your interest in the work of our OiTice of Fair Lending and Equal Opportunity
(OFLED), and shares your commitment to ensuring that the Bureaw fulfills all applicable statutory
requirements efficiently and effectively.

As you may know, | have been working to ensure that the Burenu's operations are conducted in o
way that best enables us 1o fulfill all of the Burenn's statmory requirements while reducing
redundancy and maximizing efficiency. Changes 1o the structure and operations of OFLEO are
being implemented in furtherance of these priorities. The current organizational structure of
OFLED places primary emphasis on oversight and enforcement of falr lending kaws. The result has
been a foeus on corrective measures, rather than promotion of fair lending compliance and
pilinesiion In adddinion, maimaining copenicion ond enforcement functions and procecces that ars

separame from the OfTices of Enforcement. Supervision Policy, and Supervision Examinations has
created unnecessary duplication.

The recrganization of OFLEQ will transfer OFLEQ s supervision and enforcement functions to the
other offices charged with those functions, and elevate OFLEQ s remaining functions to Lhe
Director’s Office to become part of an Office of Equal Opportunily and Faimess with o focus on
fair lending coordination, compliance, and education. The chanpes are designed to eliminate
unnecessary duplication in the Bureau's supervision and enforcement functions, and allow OFLEQ
to promote [air lending compliance threugh education and outreach. These changes should improve
the Bureau's operations and our interactions with consumers and industry, in fulfillment of our
mission, and in full compliance with the Burcau’s statutory mandate. The proposed reorganization
will not hamper the Bureau’s fair lending enforcement and supervisory activity,

Thank you for your interest in the Burean’s work. Should you have any furiher questions gbout
this maiter, please contact Matt Pippin in the Bureas’s Office of Legislative AfTairs. Mr. Pippin
can be reached at (202) 4357352

Sincerely

ekl ma Y o 00t
Actifig Director vh dn-un- F adad
:nnﬁumerﬁnuﬂr_e.gu'.' ‘ I i,‘
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March 23, 2018

The Honorable Benjomin L. Cardin
United States Senate

509 Hart Senate Office Building
Washingion, D.C. 20510

Drear Semator Cardin:

Thank vou for your letter of February 14, 2018, The Bureau of Consumer Financial Protection
{Bureau) appreciates your interest in the work of our Office of Foir Lending and Equal Opportunity
(OFLED), and shares your commitment to ensuning thot the Bureau fullills all applicable statutory
requirements efficiently and effectively.

As you may know, | have been working 10 ensure that the Bureau’s operations are conducted in a
wiy thal best enables us to fulfill all of the Bureau's statulory requirements while reducing
redundancy and maximizing efficiency, Changes to the structure and operations of OFLEO are
being implemanted in lurtherance of thes2 priorities. The currenl organizational structure of
DFLED places primary emphasis on oversight and enforcement of fair lending laws. The result has
been a focus on corrective measures, rther than promation of fair lending compliance and
cdweation. In additinn, maintaining supervision and enforcement Tunctions and processes thal are
separate from the Offices of Enforcement, Supervision Policy, and Supervision Examinations has
created unnecessary duplication,

The rearganization of OFLEQ will transfer OFLEQ s supervision and enforcement funclions to the
other offices charged with those functions, and elevate OFLED s remaining functions 1o the
Director’s OMice o become pant of an Office of Equal Opponunity and Fairness with a focus on
fair lending coordination, compliance, and education. The chenges are designed to eliminate
unnecessary duplication in the Bureau's supervision and enforcement functions, and allew OFLED
to promote fair lending compliance through education and cutreach. These changes should improve
the Bureau's operations and our interactions with consumers and industry, in fulfillment of ouwr
mission, and in full compliance with the Bureau's stalutory mandate. The proposed reorganization
will not hamper the Bureau's fair lending enforcement and supeérvisory activity.

Thank vou for your interest in the Bureau's work, Should you have any lurther questions about
this matter, please contact Matt Pippin in the Burcau's Office of Legislative Affairs. Mr. Pippin
can be reached at {202) 435-7552,

Sincerely,

Acting Director

consumerfinanceo.gov
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Mnited States Senate

WASHINGTON, DC 20510

Februnry 14, 2018

Mick Mulvaney

Director, Office of Management und Budget
725 | Tth Street, NW

Washington, DU 2033

Dewr Director Mulvaney,

We write with concern regarding reports that OMB Director Mulvaney intends 1o strip enforcement
powers from the Consumer Financinl Protection Bureau's (CFPB) Oflice of Fair Lendmyg and Equal
Opportunity (OFLEOH

The 2008 financinl enisis had o disproportionately negative impect on minorily omeowners and the
communities they live in. In the years lesding up 1o the cnsis, Afncan-American and Hspanic
borrowers were maore likely to receive subprime loans than similarly-situated white borrowers,' In
Baltimore, for example, Wells Fargo engaged in a pattern of discimination agninst Afrecan-
American and Hispanic morgage applicants. The damage done to Baltimore as o result of Wells

Fareo's petions was so sienificant that the Citv filed & lowsuil against Wells Fargo, The suit was
ultimately taken up by the U.S. Department of Justice, and Wells Fargo agreed to 0 5175 mllion

st e,

Former Labor Secretary Tom Perez, then the head of the Department of Justice's Civil Rights
Division. told the story of an “80-vear-obd African-American resident of the Baltimore area with a
714 credit score and o rock-sohd credit file who recerved a subprime loan instead of o prime loan,
and who wiss not told that she may have qualified for a prime loan with befter terms >

The destriction and equity stripping of communities throughout our country did not have 1o happen,
but serious enforcement gaps in the mortgage and finanecial markets, especially with regard o far
lending and consumer lending laws, allowed it o happen. For this reason, the Dodd-Frank Wall
Street Reform und Consumer Protection Act of 2010 directed the CFPB to create the OFLEC with a
nandate of providing “oversight and enforcement of Federal laws intended to ersure the lur,
euitable, and nondiscrimimatory sceess to credit for both mdividuals and communities™

Changing OFLEQ's structure and eplitting the office apart will harm its ability to perform its entical
duties, Since 11s establishment, this office has ployed o central role in pursuing cuses agiinst
discriminatory lemders.

! htipswwwsagluorg/ sites'de fondv filea field. docoment'discrimlend  final pd
* Wells Fargo ugrees ta pay 51750 settlement in pricity discrimenation sl The Satibnore Ser. July 12,2012
ol el B ol B L
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OFLEQ worked with the Department of Justice to reaplve the largest redlinmg case in history,
resuliing in a 533 milhon settlement, and a cuse aganst s mortgage lender thar discrnmmated against
14,000 Afncan-American and Hispamic borrowers with repard to the assessment of brokers' fees *

The suppart of the federul government is imperative as cities ke Raltimone continue 1o grapple
with the consequences of decades of discriminatory lending practices that svstematically segregated
and stnpped wealth from commumties of color. The NAACP s recently released Baltimore
Econnie Inciusion Plan’ documents dispanities m economic oppartunty between the city's while
and mimority resilents and illustrates the need for robust enforcement of fair lending laws at all
levels of govermment.”

As with any regulator, the scnions of the CFPB affect the behavior of the entives it regulmes. In
stripping the enforcement authonty ot an office that hay vigorously pursued cases agaimst
discrminatory kenders, you are sending a signal that the CFPB may not step in to provide oversight
and enforcement agamst racial diserminntion by Anancial mstitutions,

The OFLEC 15 an essential cop on the beat, ensuring that some of Amwericans” most sqgmifican
financmal decisions arg not made mare difficult on the basis of their race, ethmicity, or where they
hvie. We urge you to change course und provide this office with all of the resources it needs 1o
enforce falr lending liws and prevent funher equity siripping from minorty neighborhoods

Sincerely,
o e Al = 0a
Chris Yan Hollen enjamin L. Cirdin
Unated States Senator Uinited States Senator

ce:  Leandrs English

' Fnir Lending Hepon of ihe Consumer Fimmncinl MProfection Bursa, Apoil 2006,

! bt wewew sacp. o wip-con bent uglaads 201 02N AACP-Baltimere- R epoes-prine-2 pd§

“MAACT pepor anges oction on cconamac ipequalities in Balhimore, Felbmary 6, 2008

hiip-invarw baliimoresun. comfnews masyland baltimone- ity bs- - nepreccnames. report- 201 RIXIZ 2 ory_himl
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1700 G Street NW,
Waahingion, D 20552

October 11, 2018

Recommendation Memorandum for the Acting Director

Catherine Galicia

FROM
Assistant Director, Legislative Affairs, x5-9711
L i ﬁulnl]'tun}r "l.h:’:]cher, Fulfcy AS‘EI}:IME I-Illrum::t::l-r1 Extﬁl-mal A&’#ﬁ O
Zixta Martinez, Associate Director, External Affairs i opgr oo e
AT Response to Congressman Charlie Crist (FL) on allegations against
an auto lender
Recommendation

Please review and sign the attached response letter io Congressman Chardie Crist
(FL}, member of the House Committee on Financial Services, about allegations of
deceptive practies by a Florida auto lender. This response has completed
clearance. If you are satisfied with the response, please sign the letter.

Background

On September 235, 2018, the Office of Legislative Affairs received a letter from
Congressman Crist regarding an auto lender. A copy of the incoming letter is
atiached.

Attachments

Tab I: 2018.10.16 LTR 1o Crist_auto lender REC
Tab 2: 2018.09.25 Crist 1o MM_auto lending.
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1700 (5 Sireet MW,
VWaahington, DC 20552

October 16, 2018

The Honorable Charlie Crist

U5, House of Representatives
427 Cannon House Office Building
Waoshington, D.C. 20515

Dear Congressman Crist:

Thank vou for your letter about allegations of potentially deceptive lending practices by Marlin

Financial, The media reports vou shored detail troobling practices that may have harmed
innocent consumers. The Buresu of Consumer Financial Protection (Bureau) is aware of these
reports and is evaluating actions we might take in response,

In general, the Bureau does not comment on or confirm any Burcau supervisory activity or
investigations, The Bureau does take ullegations of unfair, deceptive, or abusive lending practices
very seriously. The Bureau is committed to a consomer Anancial marketplace that is free,
innovative, competitive, and transparent, where the rights of all parties are protected by the rule of
law, and where consumers are free to choose the products and services that best fit their individual
needs. A central part of the Bureau's mission is to enforce the requirements of Federal consumer
financial laws, as defined in the Dodd-Frank Wall Sireet Reform and Consumer Protection Act,
which it continues 1w do.

consumerfinance.gov
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Should you have any additional questions, please do not hesitate to contact me or have vour staff
contact Meredith Manna in the Bureau's Office of Legislative Affairs, Ms. Manna can be reached
at (202} 435-0785

congumerfinance.gov

CFPB-19-1051-A-000184

Page 184 of 588



CEHARLE CHEEY FillapCuiy, EENVICES COMMITIES
It Dirmmey, Faoems BN TEEE

saves ClLhzosE gan ;_ql-'l. habrriurmen akm

s (e et
A} Cmnmyewy Fircdt Deres Boszein

T Congress of the nited States Wintrdn sy e Ty
S e G House of Representatives s S——
b iz THashinglon, T 203150013 TECHNOLEGY CONMITIHY
R

T ] i o Y

September 25, 2018

The Honorable Mick Mulvaney, Acting Director
Consumer Financial Protection Burcau

Dear Acting Director Mulvaney,

| was disturbed by recent reporting from the Tampa Bay Times regarding the business practicss
of Marlin Financial, an auto loan company operating in Florida. Two anicles in particular, tited:
"Customers say Marlin Financial's auto loans are deceptive. Now the state is investigating,” and
“Borrowers need protection from Mirlin Financial,” detail extensive and apparently illegal obuso
against Florida consumers. According to the reporting, Marlin Financial has engaged in
unscrupulous business practices including requiring the purchaze of unnecessary debt
cancellation insurunce, charging consumers usuricus interest rales, seizing consumers’ personal
ftems within repossessed vehicles, and failing to respond to customer complaints.

While the Flonda Attomey General and Office of Financial Regulation investigale alleged
violations of state law, financial abuse of consumers i3 illegal under federal law os well. The
Dodd-Frank Wall Street Reform and Consumer Protection Act empowers the Consumer
Financial Protection Burcau to act to protect the American people from unfair, deceptive, and
abusive practices, As a Member of the House Committes on Financizl Services, I requesi that
the Consumer Financial Protection Bureau investigate Marlin Financial. Should any of the
outrageous behaviors reported by the Tampe Bay Times violate federal consumer financial
profection laws, [ urge you to hold the compiny secountable and make its victims whole,

3l

hartie Crist
LMITED STATES COMGRESSMAN

Enclosures.

FRNTEONF SFCWLED PAFER
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Tampa Bay Times

@ WINNEE OF LT PULTTIER PRETEX

Customers say Marlin Financial’s auto loans are deceptive. Now the
state is investigating

A controversial add-on te auto loans is the focus af consumer complaints
across the state.

By Malena Carollo Sep. 14

Isainh Burgman needed $10,000, and he didn't have much time to get it. The quickest
way, the Temple Terrace resident figured, was to take out a loan against his car, and an
online company helped him do just that — it even wired the cash within a few hours.

What Burgman didn't know was that something he'd felt forced to agree to as part of the
loan cost $25,000, making his debt more than $35,000. He defaulted on the loan when
his monthly payments ballooned because of the extra chargs, and his Jaguar was
repossessed within a few weeks,

Burgman's case isn't unique, Marlin Financial has saddled desperate consumers with

much more debt than expected, apparently breaking the law in the process, o Tampa
Buy Tioes lnvestigativng b found.

The Times spoke with 20 Marlin customers, interviewed former emplovees and

reviewed hundreds of pages of documents, from the company and public records from
three states.

Marlin has approved loans that are larger than it is licensed to make, Its dali
cancellation policy — what Burgman tried to avoid — can push its interest rates over
state limits. It has failed to give customers an opportunity to take belongings from
repossessed cars, and in Burgman's case, Burgman said a company hired by Marlin hid
his repossessed car from him,

For more than a vear, the company has Iarﬁely slipped the notice of state regulators. But
after Times inquiries, Marlin is now the subject of a consumer protection investigation
by the Florida Attorney General's office.

LR
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Based on customer accounts, aceording to experts who reviewed the Times' findings,
Marlin would be in clear violation of state law, Lenders are required to tell people where
their cars are being held and give them an opportunity to take their belongings.

Marlin's site does not list fees for loans as annual percentage rates. Federal law requires
this to help consumers avoid confusion and compare apples to apples.

But the biggast violation could center on the policy that Burgman and others purchased.

Contacted through itz lawver, Matlin declined to answer questions about its business
practices and would only nddress questions about specific cases. As of Friday morning, it
had not responded to questions about Burgman's case,

Burgman said he paid attention to the fine print in his agreement with Marlin, and one
section required him to either “elect to purchase the debt cancellation product” or
decline it.

He didn't immediately understand what was being offered and sought darification from
n Marlin representative. Apparently, the policy would cover any remaining debt should
his ear be totalled while he was paying off the loan.

Burgman, whose car was alicady fuauiod, told e vepresentative thut be didn'y wane oo
purchase the agreement and selected *1 decling” on the online form. The online contract
immediately shut down. He opened it again, redid the form and agein declined debt
cancellation. It shut down again. Despite the form stating that debt cancellation “iz not
retuired to obtain credit” from Marlin, Burgman literally couldn’t complate the loan
process.

After several attempts, he agreed to debt cancellation becouse he was pressed for time.

This is the crux of at least a dozen lawsuits across the state against Mardin, While the
Miami lender says debt cancellation is optional, in practice, customers say it is required.

Burgman hired 5t. Petersburg lawyer Michael Brundage to help get his repossessed car
back. Brundage said four other clients he is working with also weve required to sign up
for debt cancallation if they wanted a loan. Two more Marlin customers told the Times
the same thing happened to them_

*This isn't t,” St. Petersburg resident Amy Friedman said about her experience with
Marlin. Friedman’s daughzer, who was in college at the time, had taken cut a loan with
Marlin for about $2,000, which ballooned to nearly $i0,000 with the debt cancellation.
Friedman didn't know about the loan until her daughter's car was repossessed following
a missed payment.

2
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If debt cancellation is truly not optional, experts ssid, Marlin's interest rates are greater
than the state allows. With the type of lending license that Marlin has — a consumer
finance license — the maximum intercst rate it can charge invalves a caleulation: 30

percent on the first §3,000 of the loan, 24 percent on the next $1,000 and 18 percent on
everything after that up to $25,000.

For Burgman's $10,000 loan, that means his interest rate should be capped at 22
percent, within the legal limits. Instead, when adjusted to include debt cancellation,
Burgman's interest rate balloons 1o just over 66 percent.

On average, Marlin customers whose contracts the Times reviewed have debt
cancellation that costs 125 percent of their loan, effectively doubling their original

borrowed balance. At least three of those loans totalled above the maximum of $25,000
Marlin's license allows.

"All the debt cancellation products (I've seen) have been very low-value ond are usually
a waste of the customer’s money,” said Christopher Petersan, a law professor at the

University of Utah and former senior counsel for enforcement policy and strategy at the
Consumer Financial Protection Buranu.

The way eustomers should measure the value of such a product, he said, is by its “pavout
ratia” — the money a customer pays in premiums compared to what the company would
pay out in claims. Life insurance, for example, has a particularly high pavoat ratio.
That's not the ease for debt cancellation.

The average amount for Marlin's debt cancellation also sets it apart. According to Lynn

Drysdale, a lawyer at Jacksonville Legal Ald, debt cancellation is generally priced much
loweer, in the hundreds of dollars.

And, typically, add-on products like this are offered by a different company than the
firm handling the loan, Drsdale said. When a customer buys in, the lender gets o cut of
the money and the rest goes to the company offering the add-on.

But Marlin's is an in-house oftering, which means customers are effectively paying the
same company bwice.

Peterson said the company's practices would have triggered an investigation at the
Consumer Financial Protection Bureau during his teniire.

-
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Marlin first came to Flavida in 2015, Its website says it serves the state’s biggast metro
areas with “convenient branches™ in Tampa, Orlando and Miami and emplovees wha
have “spent years in the lending industry.” The only officer listed for the company is
Jeremy Tolan, who, business records show, has been associated with various Miami
addresses.

But the picture of friendly looking staff on Marlin's “aboul us™ page is an iSteck phota.
[ts president, Tolan, appears to own no property nor has any voting record in the state.
One of the addresses listed on Marlin contracts for Tolan is the old residence of the
company's former chief operating officer,

The website shows an Orlando office and previously listed o Tampa office, but neither is
maintained by Marlin anymore. The Tampa building's owner, Frad Lay, remembers
seeing Marlin's name on a lease before he bought the building in April 2016, but he said
the compary had moved out by the time he took over.

Marlin's only physical presence in Florida is a small suite in a high-rise office building in
downtown Miami. [t still oecupies that location as of this month. In late December 2017,
when the Times visited, a painting of o purplish-blue Marlin fish was propped up on a

table against the wall, the sole decoration in the white tiled space, It had just two desks
and a table [n a meeting space separated by a glass wall on the far side of the room.

weronima Meding, who identined herselt as the othice manager, was the only employee
there that day. She deseribed Marlin as an “online company™ with its headquarters in
the Miami office and a location in Chicago that handled “back-snd work,” she said.

She said she didn't know how many eustomers the company had and would not disclose
the names of the owners, But she did say her days were fast-paced.

“It's very busy,” she said. "We're growing significantly.”

+ % &

Much of that business happens in Northbrook, 111, at 1500 Skokie Blvd,

Jeremy Tolan is listed as an officer or registered agent for two companies in the
building. Two more companics list the building as the address for their registered agent
— Joshua Tolan, Jeremy's brother. An early incarnation of Marlin listed Peter Poernich
as a contact; he, too, lists the Nlinois building as his address for a company at which he

s an officer. Richard Tolan, the Tolan brothers' father, lists the building as his officer
Hﬂd’r& I:l':ll' ET'IDH'IET I.','EIH'IFFI I'i}'-
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Poernich and Richard Tolan's business relationship dates to at least 2010, court records
show, when Tolan was president of EZ Loan Lookup Inc., 8 company Pocrnich started.
EZ Loan Lookup, while dissolved by the state of [linois in 2012, has an active website
that requires potential borrowers to agree to recelve information on other products and
services from “Ez Solutions.” That company, toe, is headguartered at 1500 Skokie Blvd.,
and Joshua Tolan is listed as an officer. His address on the company’s business forms is
a home owned by his father, property records show,

Al least two Marlin customers told the Times they were referred to the company by
EzloanLookup.com, and it is referenced in at least one lawsuit filed against Marlin.

EZLoanLookup.com was ordered to stop doing business in California in 2011 by the
stale’s Business Transgportation and Housing Agency because it was not properly
licensed for the bype of auto loans it was making,

* TN

Complaints against Marlin aren't the first consumer eredit business issue for 2 member
of the Tolan family, In the early 20005, Richard Tolan and his business partner, Fallean
Mintz, operated a business that regional telecom BellSouth said defrauded it of millions
of dollars.

Here's how BellSouth said it worked: Tolan and Mintz bought companies that vesold
phone service from the regional Bell telecom and got service on credit from the local
Bell, several lawsuits show. Then, they sald pre-paid services for cash to low-income
people with bad eredit and didn't pay back the Bell company. They operated across eight
states, collecting about 325 million, sccording to Rorald Peterson, bankruptey trustee in
the cases that had been filed by Tolan and Mintz.

I an August 2007 permanent injunction, a federal court in Georgia found that Tolan
and Mintz had engaged in a scheme to defraud BellSouth. They failed to respond on
time to defend the case.

During the process, a bankruptey court denied them rvelief from their debt, an instance
that Peterson said is “extreordinarny,”

“It's as rare as a blue moon on a leap vear,"” be said.

The bankruptcy trustee's investigation found Tolan had ordered an emploves to hide
nssets and wipe the company’s hard drives in anticipation of the bankruptoy trustee
coming o assess the business.

5
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“We came in there on g vaid, and you could tell from the patterns on the carpeting that
they had removed furniture,” Peterson said “When we got to the computers, all the
computers had been purged.”

In a three-page apinion, Judge A. Benjamin Goldgar did not minee words:

“The evidence in this case as a whole showed that for these men, truth is a fluid concept,
one that ebbs and flows to suit the needs of the moment,” the judge wrote. “Continually
they quibble, split hairs and play games until at lost they're cornered. Then they either
plead ignorance or, blaming others, complain they are being mistreated or
misunderstond.”

e

As for Marlin, the Florida Office of Firancial Regulation, which licenses lenders, said it
received 12 complaints against the company in the past four vears. The Florida Attorney
General's office received 19.

The Better Business Bureau recorded 32 complaints against Marlin's Florida operation.
On the bureau's website, there is a warning on its page for Marlin about an identified
pattern of complaints, specifically that consumers who took out loans with Marlin
di&[ﬂ\'ﬂ!‘fd “'IEi!.‘ I':"El:ll: “had ﬂigniﬁmnl‘h- il!lt"h"'.-"ﬂl!-ﬂ_' wrified fmes -rlnu:h“ng tha initial loan
amount, Marlin responded to the warning in May saying it offers a pro-rated amount for
the debt cancellation in the case of default, and the company also insisted that the deld
cancellation is optional,

The Florida Attorney General told the Times in late July that there is an active
investigation into Marlin that opened in November 2017, Bevond confirming an setive
investigation into the company, spokeswoman Kylie Mason said the ageney does not
colnment on current cases,

Of the dozen known cases filed against Marlin by its customers, none have gone ta trial,

All have been forced into arbitration by a clowse in Marlin's contract, which also limits
the choiee of arbitrators to two pre-selected organizations

In Isainh Burgman's case, his lawyer said, they are waiting on Marlin.
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(Ttgnpa Bay Times

WINNER OF L2 PULITZEN FREIZES

Editorial: Borrowers need protection from Marlin Financial
Published: September 21, 2018

State and federal lending regulations exist to protect consumers from being surprised —
and overwhelmed — by ballooning debt. Marlin Finaneial, a shadowy auto lender doing
business around Florida, seems to be skirting those protections to the great detriment of
its customers. Attorney General Pam Bondi has opened an investigation, but in the
meantime Floridians should beware.

Tampa Bay Times business reparter Malena Carolla chronicled the business practices of
Marlin, which began operating in Florida in 2015 by offering quick-turn consumer
loans, with borrowers commonly ueing their cars as collateral. Marlin is authorized to
makes loans up to $25,000, with interest rates capped on s stair-step basis. [t can
charge up to 3o percent interest on the first §3,000 of & loen, 24 percent on the next
51,000 and 18 percent after that up to $25,000. But Carcllo talked to several Marlin
customers and reviewed lawsuits against the company alleging that by requiring
borrowers to purchase its debt eancellation policy, they endad up owing far more than
Uy vewliced wod were charged a much higher Interest rate.

Debt cancellation is a relatively cheap (in price and value) product that borrowers can
purchase to protect themselves if, for example, their car is totalled while they are still
paying off their loan. By law, it must be aptional, but Marlin customers reported that the
company’s online loan application process literally shut down when they declined it and
only worked when they aceepted it. And it was anything but cheap. With debi
cancellation, the interest rate on one Temple Terrace man's $10,000 loan —

law at 22 percent — skyrocketed to 66 percent. On top of that, Carello found, Marlin
issued larger loans than it was autherized to make and failed to give customers a chance
to get their belongings out of cars that were repossessed — which would be illegal.

But Marlin customers would be hard-pressed to find an offies where they could lodge a
complaint or even seek loan assistance. The company advertises as operating in
Florida's major cities with “convenient branches” in Tampa, Orlando and Miami, No
such branches exist, only a single office in a Miami high-rise staffed with a single
employee who didn’t want to discuss anything about Marlin — even who owne it. That
would be Jeremy Tolan, the lone listed officer, who has family ties to other lending
businesses that have drawn scrutiny from authorities in three states.
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This is, in many waye, a tale of a ¢lassic Florida scam: a shadowy company with no
brick-and-mortar presence, operating below the radar but still managing to bilk
customers out of thousands. The stack of complaints against Marlin is growing: 12 in the
last four years with the Office of Financizl Regulation, 19 with the state Attorney
General and 32 with the Better Business Bureauw.

The Attorney General's office opened an investigation in November, which is better late
than never. But Florida's next attorney general should take a more proactive approach
to consumer protection and not wait for one company’s list of vietims to grow so long.

Companies like Marlin Financial are the very reason banking and lending rules are
necessary. Borrowing limits, interest rate caps and disclosure requirements all work to
protect consumers. But as long as bad actors try to flout the rules, consumers also have
to take steps to protect themselves,
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1 700 G Street MW
Washlingeon, DG 20552

S Tares of b

July 10, 2018

Recommendation Memorandum for the Acting Director

Catherine Galicia

FROM
Assistant Director, Legislative Affairs, x5-9711
T Anthony Welcher, Policy Associate Director, External Atfairs
Zixta Martinez, Associate Director, External Affairs
SUBJECT Response to Congressman Polis (CO) et al on CAB membership
Recommendation

Flease review and sign the arrached response lemers o Congressmen Jared Polls
(CO), Keith Ellison (MN}), Jamie Raskin (MD), and Congresswoman Pramila
Jayapal (WA} about the membership of the Bureau's Consumer Advisory Board.
This response has completed clearance. If you are satistied with the response,
please sign a leter for each of the lour signatories,

Background

On June 201, 2018, the Office of Legislative Affairs received a letter, dated June 19,
2004, from Congressman Polis and three other House Members about the
membership of the Bureau’s Consumer Advisory Board members. A copy of the
incoming letter is attached.

Attachments

Tab 1: 2018.07.12 Response 1o Polis et al CAB_REC

Tab 2: 2008.07,12 Response to Ellison et al_CAB_REC
Tab 3: 2018.07.12 Response to Raskin et al_CAB_REC
Tab 4; 2018.07.12 Response to Jayapal et al_ CAB_REC
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Tab 5; 20018.06.19 Polis et al to MM_CABR members
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1700 G Street HW,
Washington, DC 20552

July 12, 2018

The Honorable Jared Polis

1.5, House of Represeniatives

1727 Longworth House Office Building
Washington, D.C. 20515

e

Thank you for your letter on June 19, 2018 regarding the Bureau of Consumer Financial
Protection's (Bureav's) advisory committees. Specilically you shared converns regarding the
membership of the Bureau's Consumer Advisory Board (CAB) and the frequency of its statutarily
required meetings,

First, [ want to be clear about two issues raised in vour letter. Members of the Bureau's advisory
committess, including those of the CAB, were not fired; they were informed that their terms on
their respective committees would not be extended past August 51, 2018, Additionally, [ can
assure you that the Bureau will continue to fulfill its statutory obligations under saction 1004 of the
Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank Act) to convene the
CAR at least twice a year and will continue to provide forums for the Community Bank Advisory
Council {CBAC) and the Credit Union Advisory Couneil {CUAC).

Under the previous Bureau leadership, the Bureau's advisory committees’ memberships grew to a
significant size. For example, the CAB had 25 members, the CBAC had 19 members, and the
CUAC had 17 members, totaling 61 members across all three committees, All of these committees
mel a few times a vear in Washington, D.C. and the Bureau paid for members’ travel, lodging, and
meals for all of these meetings, totaling approximately $300,000 a year. The Bureau will use the
2018 application solicitafion that was published in the Federal Register on March 16, 2008 to

consumerfinance.gov
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recanstitute the current advisory committees with new, smaller memberships.' By right-sizing
these committees, the Bureau is able to sove valuable resources while obtaining the important
feedback these committess were estahlishad to provide.

I am disappointed to see that a few of the members of the curment advisory committess are making
unfounded allegations about our new strategic direction. The decision not to extend their terms
past August certainly was not personal, but done in an effort to decrease costs for the Bureau, |
am looking forward to continuing to hear diverse feedback from a balanced membership of
consumer advocates, industry representatives, and others in the future.

Should you have any additional questions, please do not hesitate to contact me or have your staff
contact Meredith Manna in the Bureaw's Office of Legislative Affairs. Ms. Manna can be reached
al (202) 435-9785.

Sincerely,

Mick Wulvaney -
Arzing DArector W W‘d f“lﬁ:'
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1700 G Siraet MWW
Washinglon, 0T 206532

July 12, 2018

The Honorahle Keith Ellison

L5, House of Represantatives

2263 Ravburn House Office Building
Washington, D.C. 20515

Dear Congressm SO0

Thank you for your letter on June 19, 2018 regarding the Bureau of Consumer Financial
Protection’s {Bureau's) advisory eommittees. Specifically vou shared concerns regarding the
membership of the Bureau's Consumer Advisary Board (CAB] and the frequency of its statutorily
required meetings.

First, I want to be elear about two issues raised in vour letter, Members of the Bureaw's advisory
committees, including those of the CAB, were not fired; they were informed that their terms on
their respective committees would not be extended past August 31, 2008. Additionally, [ can
assure you thal the Bureau will continue 1o Raliill its statutory obligations under section 1014 of the
Dodd-Frank Wall Street Reform and Consumer Protechion Act { Dodd-Frank Act) to convene the
CAB at least twice a year and will continue to provide forums for the Community Bank Advisory
Council {CBAC) and the Credit Union Advisory Couneil [CUAC).

Under the previous Bureau leadership, the Bureau's advisory committees’ memberships grew to a
significant skze, For example, the CAB had 25 members, the CBAC had 19 members, and the
CUAC had 17 members, totaling 61 members across all three committees. All of these committecs
met a few times a vear in Washington, D.C. and the Bureau paid for members’ travel, lodging, and
meals for all of these meetings, totaling approximately £300,000 a year, The Bureau will use the
2018 application solicitation that was published in the Federal Register on March 16, 2018 to

consumerfinance.gov
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reconstitute the current advisory committees with new, smaller memberships. By right-sizing
these committees, the Bureau i able to save valuable resources while obtaining the important
feedback these committees were established to provide.

I am disappointed to see that a few of the members of the current advisory committees are making
unfounded allegations ahout our new strategic direction. The decision nok Lo extend their terms
past Avgust certainly was not personal, but done in an effort to decrease costs for the Bureauw. |
am looking forward to continuing to hear diverse feedback from a balanced membership of
consumer advocates, industry representatives, and others in the future,

Should you have any additional questions, please do not hesitate to contact me or have your staff
contact Meredith Manna in the Bureau's Office of Legislative Affairs. Ms, Manna can be reached
af [202) 435-9785.

Sincerely,

4

Mic vaney
Al Trlressy g
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1700 G Sireel NW,
Washangton, DC 20553

July 12, 28

The Honorable Jamie Raskin

LS. House of Representatives
431 Cannon House Office Building
Washington, D.C. 20515

Dear Congressman Raskin:

Thank you for your letter on June 19, 2018 regarding the Bureau of Consumer Financial
Frotection's (Bureau's) advisory committees. Specifically you shared concerns regarding the
membership of the Buresu's Consumer Advisory Board (CAB) and the frequency of its statutorily
required meetings.

First, I want to be clear about two issues raised in your letter. Members of the Bureau's advisory
committees, including those of the CAB, were not fired; they were informed that their terms on
their respective committees would not be extended past August 31, 2018, Additionally, | can
assure you that the Bureau will continue to fulfill its statutory obligations under section 1014 of the
Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank Act) to convene the
CAE at least twice a year and will continue to provide forums for the Community Bank Advisory
Counci] (CBAC) and the Credit Union Advisory Council {CUAC).

Under the previous Burean leadership, the Bureaw's advisory committees’ memberships grew Lo a
gignificant size. For example, the CAB had 25 members, the CBAC had 19 members, and the
CUAC had 17 members, totaling 61 members across all three committees. All of these committees
met a few fimes a year in Washington, D.C. ond the Bureou paid for members’ travel, lodging, and
meals for all of these meetings, totaling approximately $300,000 a vear, The Bureau will use the
2018 application solicitation that was published in the Federal Register on March 16, 2018 to

consumerfinance.gov
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reconstitute the current advisory committees with new, smaller memberships.: By right-sizing
these committees, the Bureau is able to save valuable resources while obtaining the important
feedback these committees were established to provide.

I am disappointed to see that a few of the members of the current advisory committees are making
unfounded allegations about our new strategic direction. The decision not to extend their terms
past August certainly was not personal, but done in an effort (o decrease costs {or the Burean. |
am looking forward to continuing to hear diverse feedback from a balanced membership of
consumer advocates, industry representatives, and others in the future,

Should you have any additional questions, please do not hesitate to contact me or have your staff
contact Meredith Manna in the Bureau's Office of Legislative Affairs. Ms. Manna can be reached
at (202) 435-9785.

Sincarely,

Mick Hlulvaney
Adnlmg Direcor

Ul oo o, Tds s e FR=2008-00-106) pd {001 -5 4.0l [
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1700 G Strast MWW,
Washington, DC 20852

July 12, 2018

The Honorable Pramila Jayvapal
LS. House of Represantatives

319 Cannon House Office Building
Washington, D.C. 20515

Dear Congresswoman Javapak:

Thank you for vour letter on June 19, 2018 regarding the Bureau of Consumer Financial
Protection’s (Bureau's) advisory commilees. Specifically you shared concerns regarding the

membership of the Bureau's Consumer Advisory Board (CAB) and the frequency of its statutorily
required meetings.

First, [ want to be clear about two issues raised in vour letter, Members of the Bureau’s advisory
committess, including those of the CAB, were not Rred; they were informed that their terms on
their respective committees would not be extended past August 31, 2018, Additionally, [ can
assure you that the Bureau will continue to fulfill its statutory obligations under saction 1014 of the
Dodd-Frank Wall Strest Reform and Consumer Protection Act (Dodd-Frank Act) to convene the
CAR at least twice a year and will continue to provide forums for the Community Bank Advisory
Council (CBAC) and the Credit Union Advisory Council (CUAC).

Under the previous Bureau leadership, the Bureau's advisory committees’ memberships grew toa
significant size. For example, the CAB had 25 members, the CBAC had 19 members, and the
CUAC had 17 members, totaling 61 members across all three committess. All of these committess
mel a few tdmes a year in Washington, D.C, and the Bureau pald for members’ travel, lodging, and
meals for all of these meetings, totaling approximately $300,000 a year. The Bureau will use the
2018 application solicitation that was published in the Federal Register on March 16, 2018 to

consumerfinance.gov
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reconstitute the eurrent advisory committees with new, smaller memberships.! By right-sizing
these committees, the Bureau is able to save valuable resources while obtaining the important
feedback these committees were established to provide.

T am disappointed to see that a few of the members of the current advisory committess are making
unfounded allegations about our new strategic direction. The decision not to extend their terms
past August certainly was not personal, but done in an effort to decrease costs for the Burea, |
am looking forward to continuing to hear diverse feedback from a balanced membership of
consumer advocates, industry representatives, and others in the future.

Should you have any additional questions, please do not hesitate to contact me or have your staff
contact Meredith Manna in the Bureau's Office of Legislative Affairs. Ms, Manna can be reached
at (202) 4359785,

Sincerely,

Mick Mulvaney
Aty Direcur
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Congress of the United States
Mashington, DE 20515

June 19 2018
Acting Director Mick Mulvaney
Consumer Financial Protection Bureau
1700 G S NW
Washington, D.C. 20352

Dear Acting Director Mulvaney,

We are deeply concerned about your recent decision to fire all 25 members of the
Consumer Financial Protection Bureau's (“CFPE™) Consumer Advisory Board. Your decision to
hastily fire the members of the Consumer Advizory Board (“Board™) are decply conceming a3
the Board provides outside expertise on areas of consumer finance, trends in the financial sector
that affect the everyday consumer and the impact of CFPB’s regulations. The Dodd-Frank Wall
Strezt Reform and Consumer Protection Act envisioned & consumer advisory board that
encompasses well-informed professionals that focus on increasing financial inclusion, ensuring
fair access 1o financial services products and provided valuable insight about the consumer
fimance industry.

Section 1014 of Dodd-Frank establishes the Consumer Advisory Board and sets forth the
Tequirements for the Board's make-up, how often they meet and the CFPB’s commitment for
providing travel expenses to board members. Section 1014(h) specifically mandates that
membership of the Advisory Board should have experts in consumer protection, financial
services. community development. fair lending and eivil rights, community development,
repreacitatives ul dopmasiiony instinnions thas primart |y serve underserved communities, and
representatives of communities that have been significantly impacted by higher priced mongage
loans. Congress identified these specific experts because they would be able to best advise the
CFPB on the best and safest practices in protecting consumers across the 1.5, Additionally, no
fewer than 6 of the members shall be appointed by the recommendations of the regionul Federal
Rescrve Bank Presidents, on & rotating basis, It is unclear if vou informed the Presidents of the
regional Federal Reserve Banks that you would be dismissing the current members of the Board
or if you requested that they provide you with additional nominees to fill the now vacant Board
seais.

We would like clarification on why you terminated all members of the Board and the
plan for how you intend to fill the vacant sests to fulfill the obligations of the Board as
established by Dodd-Frank. Sources revealed that 8 CFPB Otficial, Anthony Welcher. reasoned
the iermination was to save costs by eliminating travel expenses. We would like to direct VOU 10
Section 1014(d)(2), which provides reimbursement for travel for Board members who are not
emploved by an agency of the federal govemment,

It is our hope that you understand the Dodd-Frank law in its entirety, especially when
making major decisions that affect Americans’ financial livelihood. The CFBP was created to
protect Ametican’s from financiel scams and unfair and deceptive practices that often prey on
vulnerable populations and erode the financial health of hard-working families. To effectively
ensure this mission, CFPB needs an Advisory Board that mirrors the provisions established in

FERTED O RECTCLED PasTH
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Section 1014, Tt is expected that you follow the law and ensure that the Board reflects financial,
civil rights, and community experts and representatives.

We look forward to heaning your explanation on why you decided 10 wipe clean the
entire Advisory Board and your future plans in adbering to the law when electing new members.

fchh E!'[Esn&\
lember of Congress
| ﬂ . ¢
I|I%ﬁilﬂ Tayapal
Member of Congress Member of Congress
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March 29, 2018
Recommendation Memorandum for th g Director

FROM jl“_‘zl?lﬁlne Galicia, stant Bfrector, Legislative Affairs,

|
THROUGH A_nthnny Welcher. %}i\dsmmm Director, External Affairs

Zixia Marlineg, Ass ¢ Director, External Affairs
5 Patrick Toomey on Consumer

N

Response lette

_EUBJECT Complaint Data

Recommendation

Please review and sign the attached interim response letter to Senate Committee on
Banking, Housing, and Urban Affairs Member Patrick Toomey (R-PA) regarding

the Bureau of Consumer Financial Pf_ri::rtﬁcriun’s Consumer Complaint Database. If
you are satisfied with the response, please sign the letter,

/
Background ’

I
On March 7, 2018, the Office/of Legislative Affairs received a letter from Senator
Toomey about whether the lﬁfm‘matiun Quality Act applies to the Bureau's
Consumer Eﬂﬂ‘l‘plﬂll‘ll ﬂﬂﬂbﬂiﬂ This interim response letter has completed
clearance review.

A copy of the incoming/letier and the response letter are attached.

Attachments

Tab 1: 2018.04.03 MM to Toomey 10QA CCDB.
Tab 2: 2018.03.07 Toomey to MM_Consumer Complaint Database.
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c E h ‘r W Consumer Financis
'Ii:.- 2= Pratechce e rau

ITO0 G Bleest. W, Washrglen. DC 20552

April 3, 2018

The Honorable Patrick Toomey
United Stetes Senate

248 Russell Senate Office Building
Washingion, D.C, 2050

FaTTES]

Sincerely.

Mick Mulvancy
Acting Director

-

cansumerfinance.gov
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PATRICE ). TOOMEY DM ITTE D
T b L A L FIN&NLE
AN, HOLUS NG, AND
LFERAN ATRANTS

Wnited States Senate

WASHINGTON. OC FO510

March 7, 2018

The Honorable Mick Mulvaney
Acting Director

Consumer Financial Protection Bureau
1700 O Street, MW

Weashington, D.C, 20552

Dear Director Mulvaney,

| am writing 1o request that the Consumer Financial Proteclion Bureau (CFPB) evaluate ils
Consumer Complaints Database {“the database™) for compliance with the standards of
information integrity set forth in the Information Quality Act (I0A). Based on the lack of
verification requirements for database information in the CFPB's final policy staternent,’ [ am
concerned that the database may fail to meel the rigorous standards of the [QA.

Adnpeed ac an amendment fa the 2001 Oenernl Oovernment Appropriationg Act (Public Law
106-554}, the IQA is broad in both its reach and its applicability. Specifically, it requires that
information (i.e. any communication of knowledge in eny form} be properly vetted to ensure the
information is fair, objective, and usclul to the public and safeguarded from manipulation. ltisa
erucial check, ensuring that agencies disseminate 1o the public information that is not erroneous
in statements of fact.

In addition to the general guidelines published by the Office of Management and Budget (OMB),
the [QA instructs cach agency to develop its own specific guidelines for ensuring compliance
with Conpgress's explicit statutory directive that information disseminaled by the execulive
branch is accurate. The CFPB guidelines lists three requirements for ensuring that the quality of
information is consistent with OMB’s final rule:?

1 hktps/fHikes consumerfinance gow1 201303 _cfpb_Final-Pollcy-Statement-Disdesere-of.Condumes-Com plain-
Data.pdf
¥ hittps:/fwww, coraumerfinance. gov/open-governmant/information-guality-guidelines/

CFPB-19-1051-A-000208

Page 208 of 548



» Utility: *In assessing the usefulness of information disseminated 1o the public, the
Bureau will consider how the public will use the information. When trapsparency of
mformation is relevant Lo an assessment of the public’s perception of its wsefulness,
the Bureay will address transparency - the elear, obvipus, and precise nature of the
data or analvsis - when developing and reviewing information.™

* Dbjectivity: “The Bureau will consider whether disseminated information is
acourate, clear, complete, and unbissed both in presentation and substance.
Information will be presented within i1s proper contexi. Where appropriate, data will
be accompanied by full, nceurate, and ransparent documentation, and will disclose
error sources affecting its quality. Analytic resulis will be generated using sound
statistical and rescarch methods,”

= [mtegrity: “The Bureay will protect information from unsuthorized access or
revision, to prevent corruplion or fulsification of information. The Bureau will
comply with government-wide security requiremenis when disseminating
mformation.”

Further, the Bureau's guidelines cleardy state that the CFPB has an obligation to apply the IQA to
information communicated over any form or medium, Indeed, the Bureau's guidelines apply to
“information disseminated to the public in any medium, including textual, graphic, narrative,
numerical, or individual forms. The guidelines apply to information that the Buresu posts an the

Internet,”™

In contrast with the CFPB's guidelines, the Consumer Complaints Database publishes
information that has not been carefully vetied, Specifically, the CFPB solicits and collects
cornments and complairts from consumers regarding their experience with financial products
and companies. The Bureau does not, however, appear to ascentain the sccuracy of the
information in complaints prior 1o publishing them in the public database. The Bureau's anly
action is to establish whether the consumer has 1 “business reigiionship™ with the company they
are filing & complaint against, It is important to note that the consumer's business relationship

¥ htips i fwwow consumarfinance. govoper-govem ment/informetion-gquality-guwidelinas/
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with the company does not need to be aligned with the subject of their complaint. Once the
Bureau establishes the relationship, it waits 15 days for the company to respond 10 the complaint
and then publishes the complaint online,

In light of this cursory review process, | worry that the Consumer Complainis Database may
contain inaccurate information and that it is vulnerable to publishing inaccurate information in
the future, For these reasons, | believe & careful review of the database is warranted. Please
respond to the following questions:

& |5 the IQA applicable 10 the Consumer Complaints Database?
o [ =0, does the database meet the standards of the IQA7
» [ the database is not in compliance with IQA, how will you ensure future compliance?

11 is importani that all branches and agencies of the federal government hold the information they

release to the public to a high standard. Regarding the Consumer Complaint Database, the CFPB
st ensure that it does not release inpecurate information that could lead consumers (o make
mmasinfonmed decisions.

Thiknk: you for your promps mceengion we chls lewer, T fook feressed w emgaging with yoo oo iils
and other matters.

incerely,

al Toomey
L.8. Senator
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March 15, 2018

Recommendation Memorandum for the Acting Director

Cheryl Parker Rose, Assistant Director,
FROM Intergovernmental Atfamrs, External Attairs x57266
Beverly Yang, Attorney-Advisor (Detailee) x 39878

Anthony Welcher, Policy Associate Director, External

THROUGH Affairs
Zixta Martinez, Associate Director, External Affairs

Thank you Correspondence to Small Business

SUBIECY Administrator (SBA) Linda McMahon

Recommendation

The Office of Intergovernmental Affairs recommends sending thank you
correspondence to SBA Admimistrator Linda McMahon for participating i the
Bureau’s celebration of Women's History Month on Wednesday, March 14.

Draft language 15 provided for vour consideration and signature,

Attachment(s)
Tab 1: Thank you correspondence to SBA Administrator Linda McMahon

CFPB-19-1051-A-000211
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1700 G Sirest NW, Washinglon, DT 20552

March 15, 2018

The Honorable Linda McMahon
Administrator

The Small Business Administrator
409 3™ Street, SW, Suite 700
Washington, DC 20416

Dear .ﬂdminirM.almm

Wow! Your presentation was fantastic. Your illuminating remarks and timeless

examples of lessons learned were pitch-perfect. Thanks so much for joining us in
commemaorating Women’s History Month on Wednesday, March 14.

I look forward to working with you over the coming months to execute on our
agencies’ intersecting statutory requirements and policy initiatives. For now, | am
grateful that you made the time to join us in recognizing the rich and enduring
contributions of women to our nation’s culture, economy, and history.

Acting Director

consumerfinance.gov m ]
”‘- ‘
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1700 G Sweat MW
Washimglon OC 205532

November 5, 2018

Recommendation memorandum for the Acting Director

Cheryl Parker Rose, Assistant Director, Office of

FROM i
Interpovernmental Affairs, x5.7266

G Afll.hl:m}' \Jr:'e]l:hEr, Fnllic_l.r As‘.snciate Director Doy sy e
Zixta Martinez, Associate Direcior __ Delicia Hand su. w1 =

T P Thank you Letter to Louisiana Attorney General Jeff

Landry

Recommendation

The Office of Intergovernmental Affairs recommends you sign the attached letter
to Louisiana Attorney General Jeff Landry, expressing gratitude for his co-hosting
and supporting the October | B Town Hall in Baton Rouge.

Background

The Attorney General's office supported the Bureau's efforts in identifving subject
matters experts for the panel discussion, providing staff resources to supplement
Bureau staff presence, and ensuring the right furnishings and set-up for the
Listening Session and Roundtable,

Attachments

Tab 1: Thank You Letter
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Recommendation Memorandum for Decision Clearance
Sheet

Subject/'Document Title
Recommendation Memo for AG Landry Thank You
Name of Document DOffice Telephone
Owner Office of Extension
Cheryl Parker Rose Intergovernmental [Insert telephone
Affairs gxtension]
Approved by (name of Associate or Assistant Director)
Delicia Hand
Legal Division Name of Clearer Date
Daniel Kanter 11/6/18
Office Name of Clearer Date
[Insert office] [Insert name of clearer) [Insert date]
Office Name of Clearer Date
[Insert office] [Insertname of clearer] | [Insertdate]
Office Name of Clearer Date
[Insert office] [Insert name of clearer] [Insert date]
Office Name of Clearer Date
[Insert office] [Insert name of clearer] | [Insertdate]
Office Name of Clearer Date
[Insert office] [Insert name of clearer| [Insert date]
Office Name of Clearer Date
| Insert office] [Insert name of clearer] [Insert date]
Office MName of Clearer Date
[Insert office] [Insert name of clearer] [Insert date]

CFPB-19-1051-A-000214
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Buresuof Consumer Finaneial Protection
1700 GStreet NW
Washington, D.C. 20552

MNovemberos, 2018

Jeff Landry

Attorney General, Lovisiana Department of Justice
1885 Narth Third Stroet

Baton Rouge, Loulsiana 70Bo2

RE: Preventing Ebder Financial Exploitation

Tl

Dear Attorney Landry,

Thankssomuch for en-hosting the Town Hall on Preventing Elder Financial Exploitation with
me on October 18, 2008 Ittakesagreat deal of collaboration and onthe ground engagement to

organize and exccute these kinds of events. Y ousnd your team were fantastic partnersat every
SLAge Of the Process.

| enjoyed and [earned a great deal from the rich diseussion with youand our guest panelists — all
ex pertsand notable practitioners in identify ingand rooting out scams targeting our nation's
elders. Under your leadership, the Lovisiana Department of Justice is recognized s being one
ofthe country’s leaders insetting policies that deter post-disaster financial fraud. Proseculionof
such cases, sends a strong message to would-be fraudsters that law enforcement officials and
regulatorsare prepared to use multiple tools to track and stop such bad actors.

I look forward to further partnering withyou and the nation's Attorneys General an preventing
tlder financial exploitation, as well as, working with the members on the newly created Special
Committecon Elder Fraud. Untilthen, please don't hesitate to et us know if there are Bureau

resources that will support your efforts

consumearfinance.gov
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Best wishes on your term a5201¢ President of the National Association of Attorneys General.

Sincerely,

..np'ﬂ"
Mick Mulvaney
Acting Director, Bureau of Consumer Financial Protection

consumerfinance.gov 2
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1700 G Skaal WV,
Washington, DC 20552

Decision Memorandum from the Acting Director

FROM Mick Mulvaney
Eric Blankenstein, SEFL Policy Director; Chris D' Angelo,
TO SEFL Associate Director; Kristen Donoghue, Assistant
Director for Enforcement
SUBIECT Authorization to Enter into Settlement with Sterling Jewelers,

Ine. or to File Suit — ENF Matter No. 25 |

1 authorize the Office of Enforcement to enter into a settlerment with or file a
lawsuit against Sterding Jewelers, Inc. under the parameters recommended by the
OfTice of Enforcement on October 29, 2018,

The Dffice of Enforcement’s October 29, 2018 recommendation memorandum
rdentlﬁes Hal

| authorize th-l: fﬂ]ln-t\rmg:

bHal

-
T fe-f -t h

Mick Mulvaney Date
Acting Director
Bureau of Consumer Financial Protection

CFPB-19-1051-A-000217
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Apnl 13, 2018

Recommendation Memorandum for the Acting Director

Lawrence Brown, Mary Olson, David Hendricks, Stephanie

Duff-0° Bryan, Navid Vazire, Kara Miller, John Wells, Jeff
FROM Ehrlich, and Kristen Donoghue, Office of

Enforcement; Charles Nier, Jesse Stewart, Rebecca Gelfond,

Patrice Ficklin, Office of Fair Lending

SUBJECT Authority o Sue Wells Fargo Bank, N A —ENF Matier Nos.
: |

Recommendation
JERE]
Attachments
Tab 1: Drafl Decision Memorandum from the Acting Director
Tab 2: April 8, 2018 Settlement Recommendation Memorandum
Tab 3: Apnl 9, 2015 Decision Memorandum from the Acting Dhrector
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April 8. 2018
Hecommendation Memorandwm for the Director

Lawrence Brown, Mary Olzon, David Hendricks, Stephanie Duff-
O'Brvan, Navid Vazire, Kara Miller, John Wells, Jeft Ehrlich, and
Kristen Donoghue, Office of Enforcement; Charles Nier, Jesse

Stewart, Rebeccn Gelfond, Patrice Fickling, Office of Fair Lending

SURJECT ﬁﬂwwmn Bank, M.A.—ENF Matter Nos,

R ecommendation

FROM

We recommend that you authorize us o setthe with Wells Fargo Bank, N.A, under the
parameters described in section I'V below through an administrative consent order,

1. Overview
1]

CFPB-19-1051-A-000219
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Recomimiendation
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I1.

Facts

0]
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1. Legal Analysis

bRG)
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1V, Recommendation to Settle
TH)

Al Injunctive relief
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Redress
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C. Penalty
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Assessment of Risks of the Recommended Approach.®
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VI, Conclusion

The Bureau should settle this matter unde{

VIL. The Legal Division's Views on the Fair Lending Claim

1< B}
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C. Conclusion

Attachments

Tab 1; Draft Decision Memorandum from the Director

Tah 3 -JoHb) b HE|

L | Memorandom from Fairr Lending and Legal staft (July 15,

201 5)
Tab 3: “Use of Proxies in Fair Lending Assessments,” Information Memorandum for the

Acting Director (Jan. 11, 2018)

45
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Decision Memarandum from the Acting Director

FROM Mick Mulvaney
Eric Blankenstein, SEFL Policy Director, Chris
TO D' Angelo, SEFL Associate Director; Kristen Donoghue,

Assistant Director for Enforcement

Authorization to Enter into Settlement with Wells Fargo

SUBJECT Bank, N.A. - ]

| authorize the Office of Enforcement to settle with Wells Fargo Bank under the
paramelers recoghmended by the Office of Enforcement on April _, 2018.

dord Y- 9-/8
Mick Mulvaney Date
Acting Director

Bureau of Consumer Financial Protection

]
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Decision Memorandum from the Acting Director

FROM Mick Mulvaney

TO Mary McLeod

SUBJECT Appeal in CFFB v. CashCall, Ine., Ngeii

= e ki ._i-___.__ -
| =T
s 3218

Mick Mullaney Date
Acting Director

Consumer Financial Protection Bureau

PRIVILEGED/CONFIDENTIAL
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Division Updates
June 22, 2018

Legal Division
OfMice of Litigation and Oversight
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1700 G Slreet MW
Washington, GC 20582

June 26, 2018

Recommendation Memorandum

. Assistant Ge
Dreal, Senior Cou

FROM Christo
Fing. Attomney, x3928'

THROUGH ary MeLeod, General Coun

Appeal in CFPB v. RD Legal
§90 (S.D.N.Y. June 21, 2018

SUBJECT

Recommendation

KR
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170D &5 Stres MW
Washingion, DC Z05532

June 26, 2018

Recommendation Memaorandum for the Acting Director

steven Bressler, Assistant General Counsel, x57248

FROM Christopher Deal, Senior Counsel, x39582
David King, Altoraey, x59289

THROUGH Mary McLeod, General Counsel, x579493
Appeal in CFPB v. RD Legal Funding, LLC, No. 17-cv-

SUBJECT . ;
8O0 (S.D.N.Y. June 21, 2018)

Recommendation
ath)

CFPB-19-1051-A-000271

Page 271 of 585



bj=)

Discussion

| T

CFPB-19-1051-A-000272

Page 272 of 585



| =TT

CFPB-19-1051-A-000273

Page 273 of 585



b=l

CFPB-19-1051-A-000274

Prge 274 of 585



A i{ ]

CFPB-19-1051-A-000275

Prge 275 of 585



it

CFPB-19-1051-A-000276

Page 276 of 585



ol

ALlALTTTIETTL

Tab 1: Draft Decision Memorandum from the Acting Director.
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Recommendation Memaorandum for Decision Clearance

Sheet

~ Subject/Document Title
Appeal m CFPB v. RD Legal Funding, LLC, No. 17-cv-890(3.D.N.Y . June 21,

| 2018)
Mame of Document Oifice Telephone Extension
Owner Legal, Litigation & xS9582
Christopher Deal Oversight
Approved by (name of Associate or Assistant Director)
Mary McLeod
Legal Division Mame of Clearer Date
MN/A MN/A M/A

~ Office Name of Clearer Date
| Insert office] [ Insert name of clearer| | Insert date |
Office Name of Clearer Date
[Insert office] [Insert name of clearer| [Insert date|
Office Name of Clearer Date
[ Insert office] [Insert name of clearer| [Insert date|
Office Mame of Clearer Date
[Insert office] [Insert name of clearer| | Insert date|
Office MName of Clearer Date
[Insert office] [Insert name of clearer| [Insert date]
Office Mame of Clearer Date
[Insert office] [Insert name of clearer] [Insert date]
Office Name of Clearer Date
[Insert office] [Insert name of clearer] [Insert date|
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170D &5 Stres MW
washington, DL 20552

Decision Memorandum from the Acting Director

FROM Mick Mulvaney

TO Mary McLeod, General Counsel

SUBJECT Maoticn for Entey of Judgment in CFPB v, RD Legal
(5. D.NYL)

| approve filing of a motion for entry of jundgment pursuant to Fed. R. Civ. P. 54h)
in CFPB v. RD Legal Funding, LLC, No, 17-cv-890 (3. DN.Y.),

Mick Mulvancy [ate
Acting Director
Bureau of Consumer Financial Protection
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Jomuary 1%, 2018

Recommendation memorandum for the Acting Director

John Coleman, Deputy General Counsel, x 5-7234,

rL Lanira Hussain, Assistant General Counsel, x5-T78%
THROUGH Mary Mcleodd, General Counsel, x5-7993
SUBJECT Response Lewer 1o Senator Sasse regarding the Legal Defense Funds

Please review and sign the attached revized responsce letter (o Senator Ben Sasse s roguesi
lor informmation regarding government ethics miles and legal defense Tumds.

Background

On December 20, 2007, the Burcau reccived a letter from Senator Sasse requesting
in iy pepaaling Inew poveca coscod eilvivs o oles apepely docany Icpal defceesec lweeds wlan

may have been extablished 1o pay the legal expenses of Deputy Director Leandra English.

[T

A copy of the incoming letrer is also attached,

Attachment(s)

Tab I+ 20180119 MM 1o Sasse_ Lepal Defense Funds (Final)
Tah 2: 20071220 Sasse io MEM_CFPR

CFPB-19-1051-A-000280

Page 280 of 585



¢ Protection Bursau

c :FII.-':. Consumer Financial
‘ge e
1700 G Sireel MW, Washington, DC 20652

January 23, 2018

The Honorable Ben Sasse

United States Senate

136 Russell Senate Office Building
Washington, DC 2o510-2700

marﬁﬂy{%

Thank you for your letter regarding vanious questions and concerns you have about the Executive
branch ethies program at the Consumer Financial Protection Bureau. [n your letter, you seck
answers to several questions relating to the ethical rules and laws applicable to legal defense funds
established to pay the legal expenses of Executive branch employees.

With respect to your questions specitic to Deputy Director English, because of the personal,
sensitive nature of ethics questions and advice, and to encourage employees to seek affirmative
ethics guidance whenever in doubt, records related to advies provided to individual Bureau
employees (s maintained in a system of records that is subject to the Privacy Act, 5 U.S.C. § 522a.
The Privacy Act precludes the release of Privacy Act-protected information to a member of
Congress acting in his or individual capacity, without the consent of the individual to whom the
record pertaing.? Accordingly, we are not able to respond to vour specific questions about any
ethics advice Ms. English may have sought or received.

While we are unable to respond to questions relating to a particular individual, we can provide the
below information with respect to how the ethics rules apply generally to legal defense funds.

! See Svalem of Records Molice, “CFI'B.005 - CFP D Eiks Prograim Records,™ 17 Ped. Reg. ioga {lan, 0, 2002),

3 B i U A.C. & gaalh)(g); Oifice ol Manogement & Budgot, Prispey Act [mplemerinaone Guddetinoes ond
Responsibdities, 40 Fod. Ree 2B,04E, 28,009 (July 9, wris)

consumerfinance.gov
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There is no statutory or regulatory framework in the ethices laws specifically concerning the
manner in which a legel defense fund may be establizshed for an Executive branch employee. If
such a fund is established for the benefit of a Federal employes, that employee must comply with
&ll applicable ethics rules. Specifically, the emplayee must comply with the eriminal conflict of
interest statutes at 18 U.5.C. §§ 201-209, the rules concerning gifts from outside sources and gifts
from other federal employees found in the Standards of Ethical Conduct for Employees of the
Executive Branch (Standards) at 5 C.F.R. Part 2635, Subparts B and C, and any financial
disclosure requirements concerning the reporting of gifts at 5 C.F.R. §§ 2634.304, 2634.007.

For more information about how ethics rules apply specifically to legal defense funds, we refer you
to the U.5. Office of Government Ethics {OGE), which has issued three advisory letters addressing
legal defense funds and the application of 18 U.5.C. § 209. See OGE Letter to a Private Attorney
85 x 19 (Dec. 12, 1985)%; OGE Letter to an Alternate Designated Agency Ethics Official 93 x 21
{Aug. 30, 1093) 4; OGE Legal Advisory 17 x 10 (Sept. 28, 2017).5 In is most recent advisory
regarding legal defense funds, OGE emphasized that “solicitation and acceptance of contributions
from prohibited sources are barred under the gift rules at 5 C.F.E. Part 2635, Subpart B, unless an
exception applies.”* OGE also advised that the instruments establishing legal defense funds should

include a clause stating that donations from anonymous sources would not be aecepted, and urged
bnadividuals to conault with an agemy sthiva offial v OGE el e calaldslbng a fuinl.-

As a general matter, Buresu employess are expected to conduct themselves with the highest level
of integrity, and the Burean has a robust government ethics program.  All incoming employees
receive government ethics training during new employee orientation. In addition, Bureau
executives and all fimancial disclosure filers receive annual ethics training as required by OGE
regulation. Training sesstons cover the financial conflict of interest stotutes, as well as the
standards concerning gifts. The Bureau's Ethics Office has an open door policy and a dedicated
email inbox to assist with any ethics questions, The Bureau's intranet site, Ethics Handhook, and

Vullpss/ foaviows o g Sfweehy o nal) Al azo Docurse nts, g Bas B rrasCrFRCAsas siatons FBC) /A SFILE Bsaa pdl
A hubiges: / favea o gas wiely DG E, sl Al Sz Docunenis 'oCaDE o A AgC503 85257 g foos FECTB/EFILE fggeai pdl

T htnpe / fvvrsooge gon e FOGE ns il Al oo Dormments ' OACC I s oo ph DRSS s thiAsongnrOs1/ SFILE L1 7-
napdl.
8.

7 b,
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training materials invite and encourage employees to contact an ethies official with any ethics
guastions prier to taking action.

Lastly, we do wish to note that while Bureau ethics officials always stand ready to assist any
employee with ethics questions, each Bureau employee is ultimately responsible for obtaining
ethics advice and guidance if nesded or desired, and ensuring the employee's own compliance with
all applicable government ethics rules.

Thank vou again for your interest in this matter. If you have any questions, please foel free to
contact Catherine Galicia in the Office of Legislative Affairs, ot (202) 435-9711.

consumerfinance.gov
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BEM SASSE T
MEBRABIA ARMED SEMACES

Wnited States Senate

B I
WASHINGTOMN, DL H0h10

December 20, 2017

Mary McLeod

General Counsel

11.5. Consumer Financial Protection Bureau
| 700 G Strect NW

Washingion, DC 20552

Dear Ms. McLeod,

1 write to you concemning the efforts of a rogue CFPB employee to usurp the role
of Acting Director of your agency despite the President’s designation of Office of Management
and Budget Director Mick Mulvaney as Acting CFPB Director. As you advised agency
employees on Movember 25 in your capacity as the CFPB’s chief legal officer, Director
Mulvaney is indeed the lawful Acting Director of your agency. Nevertheless, this rogue
employee has filed suit to overturn your determination and install herself as head of an
unaccountable agency by court order. Recently, [ joined a number of my colleagues
in conveying my concems o Acting Director Mulvaney about the policy implications of this
rogue employee’s actions. Today, [ am seeking answers from you regarding the legal and ethical
siaTus of the rogus employes’s condoce,

Within hours of former Director Richard Cordray's resignation, this rogue employee filed
a complaint for declaratory and injunctive relief in the U.S. Distriet Court for the District of
Columbig, seeking an emergency temporary restraining order to prevent Direcior Mulvaney from
assuming his lawful role a5 CFPB Acting Director. In filing this detailed, nine-page document,
the rogue employee was represented by attomeye—including both name pariners—§rom Gupta
Wessler PLLC, a private law firm that describes itself as a “national appellate, constitutional, and
complex lingation boutique” that is “proud to be battling Donald Trump on multiple fronts.”
Diespite having this request for an emergency temporary restraining order denied by a federal
judge, the rogue employee continues to litigete the case. Given the nature of the suit and the
realities of the nomination end confirmation process, this litigation appears likely to consume a
significant amaount of billable hours on the part of this rogue employee’s aforneys, not to
mention the valuable ime and limited resources of the Department of Justice in defending
Acting Director Mulvaney's lawhil position.

In an interview with CNBC, Mr. Gupta confirmed that his firm”s representation of the
rogue employee is being paid for not by the rogue employee herself, but rather by private donors
that the rogue employee and her attormeys have declined to identify. This amangement appears lo
constitute the inappropriate solicitation or acceptance of 8 gilt under the Office of Government
Ethics Employee Standards of Conduct. As you know, the Standards defins & gift
to “include] any gramity, favor, discount, enterteinment, hospitality, loan, forbearance, or other
item having monetary value.” Under the Standards, employees may neither solicit or acceplt gifls

CEANNEY OPRCE LIKCTILN OFRCE CIRLASEA DPTICE SEOTTSELUFF OFRCE WASIHNGTON DC OFFICE
B Fommme AyEsur W sarnany s 35 Pl cormes il Corin 18 Manibdears & Fiiil® LM AARILL SardaT DrmeE: B
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“given because of the employee's official position” or given by a prohiblted source, which
imclude:

any person who: (1) Is seeking official action by the employee's egency; (2) Does
business or secks lo do business with the emploves"s agency; (3) Conducts
activities regulated by the employee's agency; (4) Hos interests that mmy be
substantially affected by performance or nonperformance of the employee’s official
duties;, or (3) Is an organization a majority of whose members are described in
paragraphs . . . (1) through (4) of this section.

In light of this troubling situation, please answer the following questions:

1. Did this rogus employee seck counsel from the CFPB's Legal Division regarding
whether 1o accept outside legal representation paid for by private donors?

2. 1f so, when was the Legal Division’s edvice solicited?

3. Insoliciting the Legal Division's advice, did the rogue employee disclose the privale
donors' identities or any potential interests they may have before the CFPB?

4. Wha advice if any did the Legal Division provide the rogue employee on this martier?

5. Inwhat format if any did the Legal Division provide the rogue employee with
this advice?

6. When if ever did the Legal Division provide the rogue employee with this advice?

7. Does the rogue employee's acceptance of outside legal representation paid for by private
donors constitute an impermissible gift under the Standards or any other applicable
ethical regulations?

Please respond in writing within ten days. [f you have any questions, please contact my
stalf at (202) 224-4224. Thank you for your attention to this important matter.

'gm_ﬁ

Ben Sasse
United States Senator

Himncens

co Mick Mulvaney, Acting Director, U.5. Consumer Financial Protection Bureau

CFPB-19-1051-A-000285

Page 285 of 545



1700 G Straal MW,
VWashington OC 20552

August 7, 2018

13T
Reco mmi

FROM

SUBJECT rding

Recommendation(s
We recommend that yeffreview and sign the attached letter to Senators Crapo and
Brown regarding the Burcau’s data collection activities.

Background

On June 11, 2018, the Burean of Consumer Financial Protection received letters
from Senate Committee on Banking Housing and Ufl:n-;m Aﬂ’an Chairman Michael

Crapo and Ranking Member Sherrod Brown re i lion
regarding the Bureau’s data collection activities J

15

Attachment(s)

Tab I: Draft Letter responding to Senators Crapo and Brown
Tab2: AttachmentA —|
Tab3: Letters from Senators Crapo and Brown

CFPB-19-1051-A-000286

Page 286 of 585



1700 G Straed MW,
Vashinglon, DG 20552

Aupustg, 2018

The Honorable Michael Crapo

Chairman

Committeeon Banking, Housing and
Urban Affairs

534 Dirksen Senate Office Building
Washington, DC 20510

B

Dear Chairman Ernquxbu

&)
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Sincerely,

Aick Mulvaney
Acting Director

Had
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Junc 11, 2018
Leandra English
Acting Direcior, Consumer Financial Protection Bureau
1700 G Street, NW

Washington, DC 20552

Mick Mulvaney

Director, Office of Management and Budget
725 1Tth Street, NW

Washington, DC 20503

Director Mulvaney and Acting Director English,

The collection and protection of personally identifioble information (P11 by both the
government and private companies is something thot deserves close serutiny. Americons are

ﬁghtljmcdummud about how thair data i collecied and used, ond how such data s sccured and
protecied,

The collection and use of Pl will be & major focus of the Banking Commitiee moving
forward. The people of the United States have a legitimale interest in protecting their personal
privacy against both govemment and private sector abuse, 1t is important thal Congress get a
betler understanding of what type of PII is being collecied, by whom, and for what purposes

Accordingly, please respond to the following:

Deseribe what types of and how much PII your orgenization collects on individuals.

Describe how many individuals’ P11 your organization possesses.

Explain what your organization dees with the PI1 it collects and possesses.

Describe how vour organization protects PIL it possesses.

Deseribe your organizetion’s policies for (a) dota secunity, (b) date retention, end {c) daa

destruction.

*  Jdentily all sources rom which your organization obains PTI, and, for each source, the
statutory awthority under which P is collecied.

e [dentily your crganization’s owstanding contracts with third party vendors as it pertains to

data collection.

! For purposes of this lemer, Fil inchudes "nonpublic persengl information™ as defined in 15 U.S.C. § 6809,
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English, Mulvancy
June 11, 20138
Page 2 of 2

¢ Describe how your organization ensures that data it relies on that is collected or stored by
third party vendors is protected.

* How much does your organization spend on data collection and protection? Pleass share
with ug any reparis or documentation that describe how much institutions and individuals
thal provide deta to your organization spend on repaning and providing such dats,

* Does your organization sel! any of the PII i possessas, 1o whom, and under what terms?

* Has your organization experienced eny dato brenches in the previous three years? 1 so,
explain how many and provide details of the naturs of cach.

[ am sure you share the belief that protecting individuals’ P11 is paramount to the American
people. | appreciate vour prompt attention to this request.

Sinceraly,

tod. Brou

Sherrod Brown
Ranking Member
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Tune 11, 2018

The Honorsble Mick Mulvaney

Acting Director

Burean of Consumer Financial Protection
17000 St. N.W.

Washington, D.C. 20552

Dear Acling Directlor Mulvaney:

The coliection and protection of personally identifiable information (P11)! by both the
povermmeni and privale companies is something that desarves close seruliny, Ameticans are
rightly concerned about how their data is collected and used, and how such dats is secured and
protected,

The collection ond use of P11 will be & major focus of the Banking Commitice maving
lorward. | he people of the Uniled Stales have o legibymate interest in profécling [helr personal

privecy against both government and private sector abuse, 1t is important that Congress gel o
better understanding of whal Lype of P11 is being collected, by whom, und for whal purposes.

Accordingly, plense respond to the following:

Describe whal Lypes of and how much P11 your organization collects on individuals.

Describe how many individuals® P vour organkation possesses,

Explain what your orpanization does with the PII it collects nnd possesses.

Describe how your organization protects P it possesses.

Describe your orgenization's podicies for (a) data secunity, (b) data retention, and (c) data

destruction,

# [deatify all sources from which your organization obtains PII, and, for each source, the
statutory authorily under which P11 is collected.

# ldentify your organization’s cutstanding contracts with third party vendors as it pertains to
data collection,

o  Describe how your coganization ensures thal data it relics on that is collected or stored by
third party vendors is protected.

#  How much does your organization spend on data collection and protection? Plense share

with us any reports or documentstion thet deseribe how much institutions and individuals

that provide data to your orpanization spend on reporiing and providing such data,

¥ Fur purposes of this letier, Pil includes “neapublic personal infonnaties™ as defined in |5 ULSC, § SR,
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The Honorable Mick Mulvancy
June 11, 2018
Page 2 of 2

= Docs your organization sell any of the P11 it possesses, io0 whom, and under whot terms?
» Has your organizetion experienced any data breaches in the previous three years? 1f so,
explain how many and provide details of the nature of esch.

We are sure you share our beliefl that protecting individunls® PI1 is paramount ta the American
people. We appreciale your prompt atlention to this request.

Sincerely,

w1h Gy

Mike Crapa
Chairman

CFPB-19-1051-A-000299

Page 299 of 548



1]

1700 G Street NW,
Wastngton, DC 20552

June 22, 2018

Recommendation Memorandum for {

Dara Goodman, Counsel, 5-7490

FROM Laura Hussain, Assistant General Counsel, 5-7789
John Coleman, Deputy General Counsel, 5-7254
THROUGH Mary McLeod, General Counsel
Gl Letters to Senator Brown et al regarding Office for
Students
Recommendation(s)

We recommend that you review, approve, and sign the attached letters, which
respond to a letter from Ranking Member Brown, Senator Pamty Murray, Senator
Richard J. Durbin, Senator Elizabeth Warren, Senator Richard Blumenthal, Senator
Kirsten Gillibrand, Senator Mazie K. Hirono, and Senator Jack Reed regarding the
Office for Students.

Background

The Bureau recently received a letter on May 18, 2018 from Ranking Member
Brown and others regarding the plan to fold the Office for Students in 1o the Office
of Financial Education. The response letters and incoming letter are attached,

Attachments

Tab 1: 2018.06.22 MM to Brown_Office for Students
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1700 G Sireet NW
washington, DL 20552

June 22, 2(1 8

Recommendation Memorandum for the Acting Director

Dara Goodman, Counsel, 5-749()
FROM Laura Hussain, Assistant General Counsel, 5-7789
John Coleman, Deputy General Counsel, 5-7254

THROUGH Mary McLeod, General Counsel
Letters to Senator Brown et al regarding Office for
SUBJECT
Students
Recommendation(s)

We recommend thatl you review, approve, and sign the attached letters, which
respond to a letter from Ranking Member Brown, Senator Patty Murray, Senator
Richard J. Durbin. Senator Elizabeth Warren, Senator Richard Blumenthal, Senator
Kirsten Gallibrand. Senator Mazne K. Hirono, and Senator Jack Reed regarding the
Office for Students.

Background

The Bureau recently received a letter on May 18, 2018 from Ranking Member
Brown and others regarding the plan o fold the Offce lor Students in o the Office
of Financial Edocation. The response letiers and incoming letier are attached,

Attachments

Tab 1: 20018.06.22 MM to Brown_ Office for Stodents
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Tab 2;
Tab 3.
Tah 4:
Tab 5:
Tah 6:
Tab 7:
Tab 8:
Tah 9:

2018.06.25 MM w Murray_Othice for Students
2018.06.25 MM to Durbin_Otfice for Students
2018.06.25 MM to Warren_Office for Students
2018.06.25 MM o Blumenthal_Office for Students
2018.06.25 MM o Gillibrand_Office for Students
2018.06.25 MM to Hirono_ Office for Students
2018.06.25 MM 10 Reed Office for Students
20180518 Brown et al to MM_Office for Students
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June 28, o0l E

The Honorable Sherrod Brown

Eanking Member

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

5434 Dirksen Senate Office Building

Washington, DNC 2o510

Dear Ranking Member Brown:

Thank you for your letter of May 18, 2018 about the Burean of Consumer Financial Protection’s

{ Burean's) Office for Students and Young Consumers (Office for Students). As vou know, the
Office for Students is currently housed as a separate office within the Burean's Division of
Conramaer Edusation and Engugement (CEE}, Peoontly T have announeed thoet the Offies for
Students will be folded into the Office of Financial Education (Fin Ed), which is also a part of CEE.
I share your commitment to ensuring that the Burean fulfills all applicable statutory requirements
efficiently and effectively.

As you may know, Thave been warking to ensure that the Burean’s operations are conducted in a
way that best enables us to fulfill all of the Buresiu’s statutory requirements while reducing
redundancy and maximizing efficiency. Changes to the structure of the Office for Students are
being implemented in furtherance of these priorities and in fulfillment of the Burean’s mission.
The proposed reorganmization will not hamper the Bureau's importunt work in helping voung adults
navigate the financial cholces they must make,

Fin Ed, in association with other CEE offices, leads the Bureau's efforts to educate and engage with
the public about consumer finance, including offering consumer advice, listening to consumer
concerns, and promoting effective financial education. The Office for Students has worked to help
young adults navigate the choiees they must make about money and manage their money when
paving for eollege or repaying student debt, including by producing and disseminating information
to educate young adults about their financial choices, Given the natural relationship between

consumerfinance.gov
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these missions, T believe that both are well served by putting the Office for Students under the Fin
Ed umbrella,

Your letter asked a number of questions regarding how this reorganization will affect specific
reporting relationships and the distribution of responsibibties within the Burean. In response to
vour first question, the Office for Students is & small office with slots for seven full-time
emplovees, Itis corrently staffed with fowr full-time stalf members. It had six full-time stafl
members as of January 19, 2017 and five as of May 8, 2018, An additional full-time staff member
departed after May 8, 2m8,

With regard to vour second question requesting the specific details of the reorpanization, revised
prganizational charts and job duties are still under review &t this time and will not be implemented
until the Burean has consulted with Bureau stakeholders and the Nationad Treasury Emplovees
Union, if appropriate, in accordance with Chapter 71 of Title 5 of the U.S. Code and the Bureau's
collective bargaining agreement. We are working diligently to effect these changes while
minimizing disruption to operations and emplovees, We do not foresee a change in the job duties
or responsibilities of the current employees at the Offiee for Students. We are confident that the
renrganization will not hinder the Bureau's ability to fulfill its statutory mandate.

Regarding vour third guestion, the Bureau did not preparve any internal memoranda, legal
analysis, cost-benetit studies, or other work products to support the decision. As Acting Director, |

am vested with the authority under the Dodd-Frank Wall Street Reform and Consumer Protection
Act { Dodd-Frank Act) to direct the establishment and maintenance of offices in the Bureau and
distribute business among its personnel,t Nothing in the Dodd-Frank Act requires the Bureao to
maintain the Office for Students as a separate office within CEE, and 1 exercised my discretion as
Acting Director to better align the organization with the mission of the Dodd-Frank Act. There are
no documents responsive to voor third request.

In order to answer your fourth and fifth questions, regarding the strategic plans for Fin Ed and
CEE, T have attached CEE's Armual Financial Literacy Report ® which deseribes in detail the
Bureau's national financial Iteracy strategy and provides more detail on individual programs and
projects. I have also attached the Burean's five-vear strategic plan which details CEE's strategy to

Frg US.C 4 s492(a)(3), (H)

consumerinance.gov
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address the need for inelesion and financial security of servicemembers, older Americans,
traditionally underserved consumers and communities, and students,”

It is not possible to answer your sixth question, regarding the number of full-time emplovees that
monitor, evaluste, and provide recommendations based on student loan complaints, Such tasks
might be done by a varving number of emplovees across the Bureaw, including by emplovees in the
CHfice of Consumer Response as well as in the Supervision, Enforcement, and Fair Lending
Drivision, depending on the specific complaints we receive, their volume, and the way in which thev
comne to the Bureau, Tdo note that the Bureau will continue to have a Private Education Loan
Ombudsman who will fulill the statutorily-required duties of that position, including “compilling|
and analyz{ing] data on borrower complaints regarding private education loans” and “mak[ing]

recommendations.™

Your seventh and eighth questions are related to vour claim that the Burean “abandoned plans to
develop rules” to reform student-loan servicing, and vou reguest information related 1o this
decision. Although the Burean published a Request for Information Regarding Student Loan
Servicing in the Federal Register in May 2015,* the Bureau had never begun active rulemaking
plans in connection with student-lnan semdcing, such as proposed rule or final role activities.® As
you know, the Burean recently released its Spring 2018 Unified Agenda.” Some of the items—

including “Student Loan Servicing ™—that had been listed in previoes editions of our Unified
Agenda have been reclassified as “inactive,” in the expectation that tinal decisions on whether and

when to proceed with such projects will be made by the Burean’s next permanent director. This
change in designation is not intended Lo signal a substantive decision on the merite of the projects,

1 bt S wween comsimer Ena e gomy Sabanatus gt -strabegy sirategsc i,
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i 'Fhe Bureau el issned a report an student Ioan regeyamest treods in Aapast 2007, which is avadohle ot
htsps: ! S eonsmerfinnner gy S du - researeh f resepre B repaorts S ofp bed sty poi nd-sndert - lpane-repaymernd, . The
Rurean has net sz, and nover deveboped even in drsfil form, any vatice of propossd rolemaldng reganding sbaiben
Towm servicing, and therefore locks any docwments esponsive to vour request foe “official work product in progeess
regarding student foan seracing regulatons,”
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In response to your ninth request, [ am committed to enforcing the Dodd-Frank Act. The Bureau
supervises certain student loan servicers pursuant to a larger participant rule published in the
Federal Register on December 6, 2014." The Bureau is currently developing fts 2019 exam
calendar, and exams of student loan servicers subject to the Bureau's supervisory authority will be
considersd, together along with other types of exams, as part of the pnonhzation process
consistent with 12 US.C, § 5504{b)(2). As the Bureau has statid in previous Unified Agendas, the
Bureau will continue to monitor the student-loan servicing market for trends and developments,
as it does for all consumer financial markets within its jurisdietion.

Finally, you request any documents that describe policies or procedures at the Bureau that will
ensure that my responsibilities as Director of the Office of Management and Budget do not conflict
with the Burean's oblization to admimister Federal consumer financial law, ‘There is no statutory
or regulatory framework that requires any such policies or procedures for an individual serving in
an acting capacity pursaant to the Federal Vacancies Reform Act. Further, I reject the premise
that there is any theoretical or actual conflict of interest between the two positions, and T will
continue to satisfv all statutory obligations of both roles so long as | serve, Accordingly, the
Bureau does not possess any docnments responsive to vour request,

Should vou have any questions about this response, please do not hesttate to contact me or have

vour stafl contact Laura M. Hussain in the Burean’s Legal Division or Matthew Pippin in the
Bureau’s (Hfice of Legislative Atairs. M=, Hussein can he reached at (20:2) g35-77Hg, and Mr.

Pippin can be reached at (202 435-7552.

Respectiully,

Mick Mulvaney
Acting Darector

Enclosures
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June 28, o0l E

The Honorable Patty Murray
United States Senate

154 Russell Senate Office Building
Washington, DC 20510

Deear Senator Murray:

Thank vou for your letter of May 18, 2018 about the Bureau of Consumer Financial Protection's

{ Burean’s) Office for Students and Young Consumers (Office for Students). As von know, the
Office for Students is currentlyv housed as a separate office within the Bureaw's Division of
Consumer Education and Engagement (CEE). Recently T have announced that the Office for
Students will be folded into the Office of Financial Education (Fin Ed), which is alsp a part of CEE,

I shore your pommitmant bo enouring that the Burean fulfille all applicable ctotutory reguiroments
efficiently and effectively.

As yvou may know, 1 have been warking to ensure that the Bureau’s operations are conducted ina
way that best enables us to fulfill all of the Bureau’s statutory requirements while reducing
redundancy and maximizing efficiency, Changes to the structure of the Office for Students are
being implemented in furtherance of these priorities and in fulfillment of the Bureau’s mission,
The proposed recrganization will not hamper the Burean's important work in helping voung adults
navigate the financial choices they must make,

Fin Ed, in association with other CEE offices, leads the Bureau's efforts to educate and engage with
the public about consumer finance, including offering consumer advice, listening to consumer
comcerns, and promoting effective financial education. The Office for Students has worked to help
woung adults navigate the choices they must make about money and manage their money when
paving for college or repaying student debt, including by producing and disseminating information
to educate voung adults about their financial choices, Given the natural relationship bebween
these missions, | believe that both are well served by putting the Office for Students under the Fin
Ed umbrella,

consumerfinance.gov
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Your letter asked a number of questions regarding how this reorganization will affect specific
reporting relationships and the distribution of responsibilities within the Burean. In response to
your first question, the Office for Stodents is & small office with skots for seven full time employees.
It is currently staffed with four full-time staff members. It had six full-time staff members as of
January 19, 2017 and five as of May 8, 2018, An additional full-time staff member departed after
May 8, 2018,

With regard to vour second question requesting the specific details of the reorganization, revised
organizational charts and job duties are still under review at this time and will not be implemented
until the Bureau has consulted with Bureao stakeholders and the National Treasury Emplovees
Union, if appropriate, in accordance with Chapter 71 of Title 5 of the U.S. Code and the Bureau's
collective bargaining agreement. We are working diligently to effect these changes while
minimizing disruption to operations and emplovees. We do not foresee a change in the job duties
o responsibilities of the current emplovees at the Office for Students, We are confident that the
recrganization will not hinder the Bureau’s ability to fulfill its statutory mandate.

Regarding vour third question, the Burean did not prepare any intermal memoranda, legal
analvsis, cost-benefit studies, or other wark products to support the decision. As Acting Director, 1
am vested with the authority under the Dodd-Frank Wall Street Reform and Consumer Protection
Act | Dodd-Frank Act) to direct the estahlishment and maintenance of offices in the Boreaon and
distribute business among its personnel.! Nothing in the Dodd-Frank Act requires the Buresu to
miaintain the Office for Students as a separate office within CEE, and | exercised my discretion as
Acting Darector to better align the orgamzation with the mission of the Dodd-Frank Act. There are
no docaments responsive to vour third reqgoest,

In order to answer your fourth and fifth questions, regarding the strategic plans for Fin Ed and
CEE, | have attached CEE's Annual Financial Literacy Report,® which desenbes in detail the
Burean's national financial literaey strategy and provides more detail on individual programs and
projects, [ have also attached the Bureau's five-vear strategic plan which details CEE's strategy to

Frg US.C 4 s492(a)(3), (H)
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address the need for inelesion and financial security of servicemembers, older Americans,
traditionally underserved consumers and communities, and students,”

It is not possible to answer your sixth question, regarding the number of full-time emplovees that
monitor, evaluste, and provide recommendations based on student loan complaints, Such tasks
might be done by a varving number of emplovees across the Bureauy, including by emplovees in the
CHfice of Consumer Response as well as in the Supervision, Enforcement, and Fair Lending
Drivision, depending on the specific complaints we receive, their volume, and the way in which thev
eome to the Bureau, T do note that the Bureau will continue to have a Private Education Loan
Ombudsman who will fulill the statutorily-required duties of that position, including “compilling|
and analyz{ing] data on borrower complaints regarding private education loans” and “mak[ing]

recommendations.™

Your seventh and eighth questions are related to your claim that the Bureau “abandoned plans to
develop rules” to reform student-loan servicing, and vou reguest information related 1o this
decision. Although the Burean published a Request for Information Regarding Student Loan
Servicing in the Federal Register in May 2015,* the Bureau had never begun active rulemaking
plans in connection with student-lnan semdcing, such as proposed rule or final role activities.® As
you know, the Burean recently released its Spring 2018 Unified Agenda.” Some of the items—

including "Student Loan Servicing™ — that had been listed in previous editions of our Unified
Agenda have been reclassified as “inactive,” in the expectation that tinal decisions on whether and

when to proceed with such projects will be made by the Burean’s next permanent director. This
change in designation is not intended Lo signal a substantive decision on the merite of the projects,
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In response to your ninth request, [ am committed to enforcing the Dodd-Frank Act. The Bureau
supervises certain student loan servicers pursuant to a larger participant rule published in the
Federal Register on December 6, 2014." The Bureau is currently developing fts 2019 exam
calendar, and exams of student loan servicers subject to the Bureau's supenvisory authority will be
considersd, together along with other types of exams, as part of the pnonhzation process
consistent with 12 US.C. § 5504(b)(2). As the Burean has stated in previous Unified Agendas, the
Bureau will continue to monitor the student-loan servicing market for trends and developments,
as it does for all consumer financial markets within its jurisdietion.

Finally, you request any documents that describe policies or procedures at the Bureau that will
ensure that my responsibilities as Director of the Office of Management and Budget do not conflict
with the Burean's oblization to admimister Federal consumer financial law. ‘There is no statutory
or regulatory framework that requires any such policies or procedures for an individual serving in
an acting capacity pursaant to the Federal Vacancies Reform Act. Further, I reject the premise
that there is any theoretical or actual conflict of interest between the two positions, and T will
continue to satisfv all statutory obligations of both roles 5o long as I serve, Accordingly, the
Bureau does not possess any docnments responsive to vour request,

Should vou have any questions about this response, please do not hesitate to contact me or have

vour stafl contact Lavra M. Hussain in the Burean’s Legal Division or Matthew Pippin in the
Bureau’s (Hfice of Legislative Atairs. M=, Hussein can he reached at (20:2) g35-77Hg, and Mr.

Pippin can be reached at (202 435-7552.

Respectiully,

Mick Mulvaney
Acting Darector

Enclosures
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June 28, o0l E

The Honorable Dick Durbin
United States Senate

711 Hart Senate Office Building
Washington, DC 20510

Deear Semator Drirhin:

Thank vou for your letter of May 18, 2018 about the Bureau of Consumer Financial Protection's

{ Burean’s) Office for Students and Young Consumers (Office for Students). As von know, the
Office for Students is currentlyv housed as a separate office within the Bureaw's Division of
Consumer Education and Engagement (CEE). Recently T have announced that the Office for
Students will be folded into the Office of Financial Education (Fin Ed), which is alsp a part of CEE,

I shore your pommitmant bo enouring that the Burean fulfille all applicable ctotutory reguiroments
efficiently and effectively.

As yvou may know, 1 have been warking to ensure that the Bureau’s operations are conducted ina
way that best enables us to fulfill all of the Bureau’s statutory requirements while reducing
redundancy and maximizing efficiency, Changes to the structure of the Office for Students are
being implemented in furtherance of these priorities and in fulfillment of the Bureau’s mission,
The proposed recrganization will not hamper the Burean's important work in helping voung adults
navigate the financial choices they must make,

Fin Ed, in association with other CEE offices, leads the Bureau's efforts to educate and engage with
the public about consumer finance, including offering consumer advice, listening to consumer
comcerns, and promoting effective financial education. The Office for Students has worked to help
woung adults navigate the choices they must make about money and manage their money when
paving for college or repaying student debt, including by producing and disseminating information
to educate voung adults about their financial choices, Given the natural relationship bebween
these missions, | believe that both are well served by putting the Office for Students under the Fin
Ed umbrella,
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Your letter asked a number of questions regarding how this reorganization will affect specific
reporting relationships and the distribution of responsibilities within the Burean. In response to
your first question, the Office for Stodents is & small office with slots for seven full-time
emplovees, [t is currently staffed with four full-time staff members. It had six full-tme staff
members as of January 19, 2007 and five as of May B, 2018, An additional full-time staff member
departed after May 8, 2018,

With regard to vour second question requesting the specific details of the reorganization, revised
organizational charts and job duties are still under review at this time and will not be implemented
until the Bureau has consulted with Bureao stakeholders and the National Treasury Emplovees
Union, if appropriate, in accordance with Chapter 71 of Title 5 of the U.S. Code amd the Burean’s
collective bargaining agreement. We are working diligently to effect these changes while
minimizing disruption to operations and emplovees, We do not foresee a change in the job duties
o responsibilities of the current emplovees at the Office for Students, We are confident that the
recrganization will not hinder the Bureau’s ability to fulfill its statutory mandate.

Regarding vour third question, the Burean did not prepare any intermal memoranda, legal
analvsis, cost-benefit studies, or other wark products to support the decision. As Acting Director, 1
am vested with the authority under the Dodd-Frank Wall Street Reform and Consumer Protection
Act | Dodd-Frank Act) to direct the estahlishment and maintenance of offices in the Boreaon and
distribute business among its personnel.! Nothing in the Dodd-Frank Act requires the Buresu to
miaintain the Office for Students as a separate office within CEE, and | exercised my discretion as
Acting Darector to better align the orgamzation with the mission of the Dodd-Frank Act. There are
no docaments responsive to vour third reqgoest,

In order to answer your fourth and fifth questions, regarding the strategic plans for Fin Ed and
CEE, | have attached CEE's Annual Financial Literacy Report,® which desenbes in detail the
Burean's national financial literaey strategy and provides more detail on individual programs and
projects, [ have also attached the Bureau's five-vear strategic plan which details CEE's strategy to

Frg US.C 4 s492(a)(3), (H)
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address the need for inelesion and financial security of servicemembers, older Americans,
traditionally underserved consumers and communities, and students,”

It is not possible to answer your sixth question, regarding the number of full-time emplovees that
monitor, evaluste, and provide recommendations based on student loan complaints. Such tasks
might be done by a varving number of emplovees across the Bureaw, including by emplovees in the
CHfice of Consumer Response as well as in the Supervision, Enforcement, and Fair Lending
Division, depending on the specific complaints we receive, their volume, and the way in which thev
eome to the Bureau, T do note that the Bureau will continue to have a Private Education Loan
Ombudsman who will fulill the statutorily-required duties of that position, including “compil[ing]
and analyz{ing] data on borrower complaints regarding private education loans” and “mak[ing]

recommendations.™

Your seventh and eighth questions are related to your claim that the Bureau “abandoned plans to
develop rules” to reform student-loan servicing, and vou reguest information related 1o this
decision. Although the Burean published a Request for Information Regarding Student Loan
Servicing in the Federal Register in May 2015,* the Bureau had never begun active rulemaking
plans in connection with student-lnan servicing, such as proposed rule or final role activities.® As
you know, the Burean recently released its Spring 2018 Unified Agenda.” Some of the items—

including "Student Loan Servicing™ — that had been listed in previous editions of our Unified
Agenda have been reclassified as “inactive,” in the expectation that tinal decisions on whether and

when to proceed with such projects will be made by the Burean’s next permanent director. This
change in designation is not intended Lo signal a substantive decision on the merits of the projects,
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Towm servicing, and therefore locks any documents pesponsive to vour nequest for “official work product in progress
regarding student foan seracing regulatons,”
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In response to your ninth request, [ am committed to enforcing the Dodd-Frank Act. The Bureay
supervises certain student loan servicers pursuant to a larger participant rule published in the
Faderal Register on December 6, 2014." The Bureau is currently developing fts 2019 exam
calendar, and exams of student loan servicers subject to the Bureau's supenvisory authority will be
considersd, together along with other types of exams, as part of the pnonhzation process
consistent with 12 US.C. § 5504(b)(2). As the Burean has stated in previous Unified Agendas, the
Bureau will continue to monitor the student-loan servicing market for trends and developments,
as it does for all consumer financial markets within its jurisdiction.

Finally, you request any documents that describe policies or procedures at the Bureau that will
ensure that my responsibilities as Director of the Office of Management and Budget do not conflict
with the Burean's oblization to admimister Federal consumer financial law, ‘There is no statutory
or regulatory framework that requires any such policies or procedures for an individual serving in
an acting capacity pursaant to the Federal Vacancies Reform Act. Further, I reject the premise
that there is any theoretical or actual conflict of interest between the two positions, and T will
continue to satisfv all statutory obligations of both roles 5o long as | serve, Accordingly, the
Bureau does not possess any docnments responsive to vour request,

Should vou have any questions about this response, please do not hesttate to contact me or have

vour stafl contact Lavra M. Hussain in the Burean’s Legal Division or Matthew Pippin in the
Bureau’s (Hfice of Legislative Atairs. M=, Hussein can he reached at (202] 335-77Hg, and Mr.

Pippin can be reached at (202 435-7552.

Respectiully,

Mick Mulvaney
Acting Darector

Enclosures
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June 28, o0l E

The Honorable Elzabeth Warren
United States Senate

317 Hart Senate Office Building
Washington, DC 20510

Deear Senator Warren:

Thank vou for your letter of May 18, 2018 about the Bureau of Consumer Financial Protection's

{ Burean’s) Office for Students and Young Consumers (Office for Students). As von know, the
Office for Students is currentlyv housed as a separate office within the Bureaw's Division of
Consumer Education and Engagement (CEE). Recently T have announced that the Office for
Students will be folded into the Office of Financial Education (Fin Ed), which is alsp a part of CEE,

I shore your pommitmant bo enouring that the Burean fulfille all applicable ctotutory reguiroments
efficiently and effectively.

As yvou may know, 1 have been warking to ensure that the Bureau’s operations are conducted ina
way that best enables us to fulfill all of the Bureau’s statutory requirements while reducing
redundancy and maximizing efficiency, Changes to the structure of the Office for Students are
being implemented in furtherance of these priorities and in fulfillment of the Bureau’s mission,
The proposed recrganization will not hamper the Burean's important work in helping voung adults
navigate the financial choices they must make,

Fin Ed, in association with other CEE offices, leads the Bureau's efforts to educate and engage with
the public about consumer finance, including offering consumer advice, listening to consumer
comcerns, and promoting effective financial education. The Office for Students has worked to help
woung adults navigate the choices they must make about money and manage their money when
paving for college or repaying student debt, including by producing and disseminating information
to educate voung adults about their financial choices, Given the natural relationship bebween
these missions, | believe that both are well served by putting the Office for Students under the Fin
Ed umbrella,
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Your letter asked a number of questions regarding how this reorganization will affect specific
reporting relationships and the distribution of responsibilities within the Bureau. In response to
your first question, the Office for Stodents is & small office with skots for seven full time employees.
It is currently staffed with four full-time staff members. It had six full-time staff members as of
January 19, 2017 and five as of May 8, 2018, An additional full-time staff member departed after
May 8, 2018,

With regard to vour second question requesting the specific details of the reorganization, revised
organizational charts and job duties are still under review at this time and will not be implemented
until the Bureau has consulted with Bureao stakeholders and the National Treasury Emplovees
Union, if appropriate, in accordance with Chapter 71 of Title 5 of the U.S. Code amd the Burean’s
collective bargaining agreement. We are working diligently to effect these changes while
minimizing disruption to operations and emplovees. We do not foresee a change in the job duties
o responsibilities of the current emplovees at the Office for Students, We are confident that the
recrganization will not hinder the Bureau’s ability to fulfill its statutory mandate.

Regarding vour third question, the Burean did not prepare any intermal memoranda, legal
analvsis, cost-benefit studies, or other wark products to support the decision. As Acting Director, 1
am vested with the authority under the Dodd-Frank Wall Street Reform and Consumer Protection
Act | Dodd-Frank Act) to direct the estahlishment and maintenance of offices in the Borean and
distribute business among its personnel.' Nothing in the Dodd-Frank Act requires the Buresu to
miaintain the Office for Students as a separate office within CEE, and | exercised my discretion as
Acting Darector to better align the orgamzation with the mission of the Dodd-Frank Act. There are
no documents responsive to vour third regoest,

In order to answer your fourth and fifth questions, regarding the strategic plans for Fin Ed and
CEE, | have attached CEE's Annual Financial Literacy Report,® which desenbes in detail the
Burean's national financial literaey strategy and provides more detail on individual programs and
projects, [ have also attached the Bureau's five-vear strategic plan which details CEE's strategy to
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address the need for inelesion and financial security of servicemembers, older Americans,
traditionally underserved consumers and communities, and students,”

It is not possible to answer your sixth question, regarding the number of full-time emplovees that
monitor, evaluste, and provide recommendations based on student loan complaints, Such tasks
might be done by a varving number of emplovees across the Bureaw, including by emplovees in the
CHfice of Consumer Response as well as in the Supervision, Enforcement, and Fair Lending
Division, depending on the specific complaints we receive, their volume, and the way in which thev
eome to the Bureau, T do note that the Bureau will continue to have a Private Education Loan
Ombudsman who will fulill the statutorily-required duties of that position, including “compilling|
and analyz{ing] data on borrower complaints regarding private education loans”™ and “mak[ing]
recommendations,™

Your seventh and eighth questions are related to your claim that the Burean “abandoned plans to
develop rules” to reform student-loan servicing, and vou reguest information related 1o this
decision. Although the Burean published a Request for Information Regarding Student Loan
Servicing in the Federal Register in May 2015,* the Bureau had never begun active rulemaking
plans in connection with student-lnan semdcing, such as proposed rule or final role activities.® As
you know, the Burean recently released its Spring 2018 Unified Agenda.” Some of the items—

including "Student Loan Servicing™ — that had been listed in previous editions of our Unified
Agenda have been reclassified as “inactive,” in the expectation that tinal decisions on whether and

when to proceed with such projects will be made by the Burean’s next permanent director. This
change in designation is not intended Lo signal a substantive decision on the merits of the projects,
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regarding student foan seracing regulatons,”
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In response to your ninth request, [ am committed to enforcing the Dodd-Frank Act. The Bureay
supervises certain student loan servicers pursuant to a larger participant rule published in the
Federal Register on December 6, 2014." The Bureau is currently developing fts 2019 exam
calendar, and exams of student loan servicers subject to the Bureau's supenvisory authority will be
considersd, together along with other types of exams, as part of the pnonhzation process
consistent with 12 US.C. § 5504(b)(2). As the Burean has stated in previous Unified Agendas, the
Bureau will continue to monitor the student-loan servicing market for trends and developments,
as it does for all consumer financial markets within its jurisdietion.

Finally, you request any documents that describe policies or procedures at the Bureau that will
ensure that my responsibilities as Director of the Office of Management and Budget do not conflict
with the Burean's oblization to admimister Federal consumer financial law. ‘There is no statutory
or regulatory framework that requires any such policies or procedures for an individual serving in
an acting capacity pursaant to the Federal Vacancies Reform Act. Further, I reject the premise
that there is any theoretical or actual conflict of interest between the two positions, and T will
continue to satisfv all statutory obligations of both roles 5o long as I serve, Accordingly, the
Bureau does not possess any docnments responsive to vour request,

Should vou have any questions about this response, please do not hesitate to contact me or have

vour stafl contact Lavra M. Hussain in the Burean’s Legal Division or Matthew Pippin in the
Bureau’s (Hfice of Legislative Atairs. M=, Hussein can he reached at (20:2) g35-77Hg, and Mr.

Pippin can be reached at (202 435-7552.

Respectiully,

Mick Mulvaney
Acting Darector

Enclosures
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The Honorable Richard Blumenthal
United States Senate

706 Hart Senate Office Building
Washington, DC 20510

Deear Senator Blumenthal:

Thank vou for your letter of May 18, 2018 about the Bureau of Consumer Financial Protection's

{ Burean’s) Office for Students and Young Consumers (Office for Students). As von know, the
Office for Students is currentlyv housed as a separate office within the Bureaw's Division of
Consumer Education and Engagement (CEE). Recently T have announced that the Office for
Students will be folded into the Office of Financial Education (Fin Ed), which is alsp a part of CEE,

I shore your pommitmant bo enouring that the Burean fulfille all applicable ctotutory reguiroments
efficiently and effectively.

As yvou may know, 1 have been warking to ensure that the Bureau’s operations are conducted ina
way that best enables us to fulfill all of the Bureau’s statutory requirements while reducing
redundancy and maximizing efficiency, Changes to the structure of the Office for Students are
being implemented in furtherance of these priorities and in fulfillment of the Bureau’s mission,
The proposed recrganization will not hamper the Burean's important work in helping voung adults
navigate the financial choices they must make,

Fin Ed, in association with other CEE offices, leads the Bureau's efforts to educate and engage with
the public about consumer finance, including offering consumer advice, listening to consumer
comcerns, and promoting effective financial education. The Office for Students has worked to help
woung adults navigate the choices they must make about money and manage their money when
paving for college or repaying student debt, including by producing and disseminating information
to educate voung adults about their financial choices, Given the natural relationship bebween
these missions, | believe that both are well served by putting the Office for Students under the Fin
Ed umbrella,
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Your letter asked a number of questions regarding how this reorganization will affect specific
reporting relationships and the distribution of responsibilities within the Bureau. In response to
your first question, the Office for Stodents is & small office with slots for seven full-time
emplovees, [t is currently staffed with four full-time staff members. It had six full-tme staff
members as of January 19, 2007 and five as of Mav B, 2018, An additional full-time staff member
departed after May 8, 2018,

With regard to vour second question requesting the specific details of the reorganization, revised
organizational charts and job duties are still under review at this time and will not be implemented
until the Bureau has consulted with Bureao stakeholders and the National Treasury Emplovees
Union, if appropriate, in accordance with Chapter 71 of Title 5 of the U.S. Code and the Bureau's
collective bargaining agreement. We are working diligently to effect these changes while
minimizing disruption to operations and emplovees. We do not foresee a change in the job duties
o responsibilities of the current emplovees at the Office for Students, We are confident that the
recrganization will not hinder the Bureau’s ability to fulfill its statutory mandate.

Regarding vour third question, the Burean did not prepare any intermal memoranda, legal
analvsis, cost-benefit studies, or other wark products to support the decision. As Acting Director, 1
am vested with the authority under the Dodd-Frank Wall Street Reform and Consumer Protection
Act | Dodd-Frank Act) to direct the estahlishment and maintenance of offices in the Boreaon and
distribute business among its personnel.! Nothing in the Dodd-Frank Act requires the Buresu to
miaintain the Office for Students as a separate office within CEE, and | exercised my discretion as
Acting Darector to better align the orgamzation with the mission of the Dodd-Frank Act. There are
no docaments responsive to vour third reqgoest,

In order to answer your fourth and fifth questions, regarding the strategic plans for Fin Ed and
CEE, | have attached CEE's Annual Financial Literacy Report,® which desenbes in detail the
Burean's national financial literaey strategy and provides more detail on individual programs and
projects, [ have also attached the Bureau's five-vear strategic plan which details CEE's strategy to
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address the need for inelesion and financial security of servicemembers, older Americans,
traditionally underserved consumers and communities, and students,”

It is not possible to answer your sixth question, regarding the number of full-time emplovees that
monitor, evaluste, and provide recommendations based on student loan complaints. Such tasks
might be done by a varving number of emplovees across the Bureaw, including by emplovees in the
CHfice of Consumer Response as well as in the Supervision, Enforcement, and Fair Lending
Division, depending on the specific complaints we receive, their volume, and the way in which thev
eome to the Bureau, T do note that the Bureau will continue to have a Private Education Loan
Ombudsman who will fulill the statutorily-required duties of that position, including “compilling|
and analyz{ing] data on borrower complaints regarding private education loans” and “mak[ing]

recommendations.™

Your seventh and eighth questions are related to your claim that the Bureau “abandoned plans to
develop rules” to reform student-loan servicing, and vou reguest information related 1o this
decision. Although the Burean published a Request for Information Regarding Student Loan
Servicing in the Federal Register in May 2015,* the Bureau had never begun active rulemaking
plans in connection with student-lnan servicing, such as proposed rule or final role activities.® As
you know, the Burean recently released its Spring 2018 Unified Agenda.” Some of the items—

including "Student Loan Servicing™ — that had been listed in previous editions of our Unified
Agenda have been reclassified as “inactive,” in the expectation that tinal decisions on whether and

when to proceed with such projects will be made by the Burean’s next permanent director. This
change in designation is not intended Lo signal a substantive decision on the merits of the projects,
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regarding student foan seracing regulatons,”
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In response to your ninth request, [ am committed to enforcing the Dodd-Frank Act. The Bureay
supervises certain student loan servicers pursuant to a larger participant rule published in the
Federal Register on December 6, 2014." The Bureau is currently developing fts 2019 exam
calendar, and exams of student loan servicers subject to the Bureau's supenvisory authority will be
considered, together along with other types of exams, as part of the poontization process
consistent with 12 US.C, § 5504{b)(2). As the Bureau has statid in previous Unified Agendas, the
Bureau will continue to monitor the student-loan servicing market for trends and developments,
as it does for all consumer financial markets within its jurisdiction.

Finally, you request any documents that describe policies or procedures at the Bureau that will
ensure that my responsibilities as Director of the Office of Management and Budget do not conflict
with the Burean's oblization to admimister Federal consumer financial law, ‘There is no statutory
or regulatory framework that requires any such policies or procedures for an individual serving in
an acting capacity pursaant to the Federal Vacancies Reform Act. Further, I reject the premise
that there is any theoretical or actual conflict of interest between the two positions, and T will
continue to satisfv all statutory obligations of both roles 5o long as | serve, Accordingly, the
Bureau does not possess any docnments responsive to vour request,

Should vou have any questions about this response, please do not hesttate to contact me or have

vour stafl contact Lavra M. Hussain in the Burean’s Legal Division or Matthew Pippin in the
Bureau’s (Hfice of Legislative Attairs. M=, Hussein can he reached at (202] 335-77Hg, and Mr.

Pippin can be reached at (202 435-7552.

Respectiully,

Mick Mulvaney
Acting Darector

Enclosures
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The Honorable Kirsten Gillibrand
United States Senate

478 Russell Senate Office Bullding
Washington, DC 20510

Deear Senator Gillibramd -

Thank vou for your letter of May 18, 2018 about the Bureau of Consumer Financial Protection's

{ Burean’s) Office for Students and Young Consumers (Office for Students). As von know, the
Office for Students is currentlyv housed as a separate office within the Bureaw's Division of
Consumer Education and Engagement (CEE). Recently T have announced that the Office for
Students will be folded into the Office of Financial Education (Fin Ed), which is alsp a part of CEE,

I shore your pommitmant bo enouring that the Burean fulfille all applicable ctotutory reguiroments
efficiently and effectively.

As yvou may know, 1 have been warking to ensure that the Bureau’s operations are conducted ina
way that best enables us to fulfill all of the Bureau’s statutory requirements while reducing
redundancy and maximizing efficiency, Changes to the structure of the Office for Students are
being implemented in furtherance of these priorities and in fulfillment of the Bureau’s mission,
The proposed recrganization will not hamper the Burean's important work in helping voung adults
navigate the financial choices they must make,

Fin Ed, in association with other CEE offices, leads the Bureau's efforts to educate and engage with
the public about consumer finance, including offering consumer advice, listening to consumer
comcerns, and promoting effective financial education. The Office for Students has worked to help
woung adults navigate the choices they must make about money and manage their money when
paving for college or repaying student debt, including by producing and disseminating information
to educate voung adults about their financial choices, Given the natural relationship bebween
these missions, | believe that both are well served by putting the Office for Students under the Fin
Ed umbrella,
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Your letter asked a number of questions regarding how this reorganization will affect specific
reporting relationships and the distribution of responsibilities within the Bureau. In response to
your first question, the Office for Stodents is & small office with slots for seven full-time
emplovees, [t is currently staffed with four full-time staff members. It had six full-tme staff
members as of January 19, 2007 and five as of Mav B, 2018, An additional full-time staff member
departed after May 8, 2018,

With regard to vour second question requesting the specific details of the reorganization, revised
organizational charts and job duties are still under review at this time and will not be implemented
until the Bureau has consulted with Bureao stakeholders and the National Treasury Emplovees
Union, if appropriate, in accordance with Chapter 71 of Title 5 of the U.S. Code amd the Burean’s
collective bargaining agreement. We are working diligently to effect these changes while
minimizing disruption to operations and emplovees. We do not foresee a change in the job duties
o responsibilities of the current emplovees at the Office for Students, We are confident that the
recrganization will not hinder the Bureau’s ability to fulfill its statutory mandate.

Regarding vour third question, the Burean did not prepare any intermal memoranda, legal
analvsis, cost-benefit studies, or other wark products to support the decision. As Acting Director, 1
am vested with the authority under the Dodd-Frank Wall Street Reform and Consumer Protection
Act | Dodd-Frank Act) to direct the estahlishment and maintenance of offices in the Boreaon and
distribute business among its personnel.! Nothing in the Dodd-Frank Act requires the Buresu to
miaintain the Office for Students as a separate office within CEE, and | exercised my discretion as
Acting Darector to better align the orgamzation with the mission of the Dodd-Frank Act. There are
no docaments responsive to vour third reqgoest,

In order to answer your fourth and fifth questions, regarding the strategic plans for Fin Ed and
CEE, | have attached CEE's Annual Financial Literacy Report,® which desenbes in detail the
Burean's national financial literaey strategy and provides more detail on individual programs and
projects, [ have also attached the Bureau's five-vear strategic plan which details CEE's strategy to

Frg US.C 4 s492(a)(3), (H)
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address the need for inelesion and financial security of servicemembers, older Americans,
traditionally underserved consumers and communities, and students,”

It is not possible to answer your sixth question, regarding the number of full-time emplovees that
monitor, evaluste, and provide recommendations based on student loan complaints. Such tasks
might be done by a varving number of emplovees across the Bureaw, including by emplovees in the
CHfice of Consumer Response as well as in the Supervision, Enforcement, and Fair Lending
Division, depending on the specific complaints we receive, their volume, and the way in which thev
eome to the Bureau, T do note that the Bureau will continue to have a Private Education Loan
Ombudsman who will fulill the statutorily-required duties of that position, including “compilling]
and analyz{ing] data on borrower complaints regarding private education loans” and “mak[ing]

recommendations.™

Your seventh and eighth questions are related to your claim that the Bureau “abandoned plans to
develop rules” to reform student-loan servicing, and vou request information related 1o this
decision. Although the Burean published a Request for Information Regarding Student Loan
Servicing in the Federal Register in May 2015,* the Bureau had never begun active rulemaking
plans in connection with student-lnan semdcing, such as proposed rule or final role activities.® As
you know, the Burean recently released its Spring 2018 Unified Agenda.” Some of the items—

including "Student Loan Servicing™ — that had been listed in previous editions of our Unified
Agenda have been reclassified as “inactive,” in the expectation that tinal decisions on whether and

when to proceed with such projects will be made by the Burean’s next permanent director. This
change in designation is not intended Lo signal a substantive decision on the merits of the projects,
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Rurean has net sz, and nover deveboped even in drsfil form, any vatice of propossd rolemaldng regarding sbaiben
Towm servicing, and therefore locks any documents pesponsive to vour nequest for “official work product in progress
regarding student foan seracing regulatons,”
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In response to your ninth request, [ am committed to enforcing the Dodd-Frank Act. The Bureay
supervises certain student loan servicers pursuant to a larger participant rule published in the
Faderal Register on December 6, 2014." The Bureau is currently developing fts 2019 exam
calendar, and exams of student loan servicers subject to the Bureau's supenvisory authority will be
considersd, together along with other types of exams, as part of the pnonhzation process
consistent with 12 US.C. § 5504(b)(2). As the Burean has stated in previous Unified Agendas, the
Bureau will continue to monitor the student-loan servicing market for trends and developments,
as it does for all consumer financial markets within its jurisdietion.

Finally, you request any documents that describe policies or procedures at the Bureau that will
ensure that my responsibilities as Director of the Office of Management and Budget do not conflict
with the Burean's oblization to admimister Federal consumer financial law. ‘There is no statutory
or regulatory framework that requires any such policies or procedures for an individual serving in
an acting capacity pursaant to the Federal Vacancies Reform Act. Further, I reject the premise
that there is any theoretical or actual conflict of interest between the two positions, and T will
continue to satisfv all statutory obligations of both roles 5o long as I serve, Accordingly, the
Bureau does not possess any docnments responsive to vour request,

Should vou have any questions about this response, please do not hesitate to contact me or have

vour stafl contact Lavra M. Hussain in the Burean’s Legal Division or Matthew Pippin in the
Bureau’s (Hfice of Legislative Atairs. M=, Hussein can he reached at (20:2) g35-77Hg, and Mr.

Pippin can be reached at (202 435-7552.

Respectiully,

Mick Mulvaney
Acting Darector

Enclosures
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The Honorable Mane K. Hirono
United States Senate

730 Hart Senate Office Building
Washington, DC 20510

Deear Semator Himono:

Thank vou for your letter of May 18, 2018 about the Bureau of Consumer Financial Protection's

{ Burean’s) Office for Students and Young Consumers (Office for Students). As von know, the
Office for Students is currentlyv housed as a separate office within the Bureaw's Division of
Consumer Education and Engagement (CEE). Recently T have announced that the Office for
Students will be folded into the Office of Financial Education (Fin Ed), which is alsp a part of CEE.,

I shore your pommitmant bo enouring that the Burean fulfille all applicable ctotutory reguiroments
efficiently and effectively.

As yvou may know, 1 have been warking to ensure that the Bureau’s operations are conducted ina
way that best enables us to fulfill all of the Bureau’s statutory requirements while reducing
redundancy and maximizing efficiency, Changes to the structure of the Office for Students are
being implemented in furtherance of these priorities and in fulfillment of the Bureau’s mission,
The proposed recrganization will not hamper the Burean's important work in helping voung adults
navigate the financial choices they must make,

Fin Ed, in association with other CEE offices, leads the Bureau's efforts to educate and engape with
the public about consumer finance, including offering consumer advice, listening to consumer
comcerns, and promoting effective financial education. The Office for Students has worked to help
woung adults navigate the choices they must make about money and manage their money when
paving for college or repaying student debt, including by producing and disseminating information
to educate young adults about their financial choices, Given the natural relationship bebween
these missions, | believe that both are well served by putting the Office for Students under the Fin
Ed umbrella,
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Your letter asked a number of questions regarding how this reorganization will affect specific
reporting relationships and the distribution of responsibilities within the Bureau. In response to
your first question, the Office for Stodents is & small office with slots for seven full-time
emplovees, [t is currently staffed with four full-time staff members. It had six full-tme staff
members as of January 19, 2007 and five as of Mav B, 2018, An additional full-time staff member
departed after May 8, 2018,

With regard to vour second question requesting the specific details of the reorganization, revised
organizational charts and job duties are still under review at this time and will not be implemented
until the Bureau has consulted with Bureao stakeholders and the National Treasury Emplovees
Union, if appropriate, in accordance with Chapter 71 of Title 5 of the U.S. Code amd the Burean’s
collective bargaining agreement. We are working diligently to effect these changes while
minimizing disruption to operations and emplovees. We do not foresee a change in the job duties
o responsibilities of the current emplovees at the Office for Students, We are confident that the
recrganization will not hinder the Bureau’s ability to fulfill its statutory mandate.

Regarding vour third question, the Burean did not prepare any intermal memoranda, legal
analvsis, cost-benefit studies, or other wark products to support the decision. As Acting Director, 1
am vested with the authority under the Dodd-Frank Wall Street Reform and Consumer Protection
Act | Dodd-Frank Act) to direct the estahlishment and maintenance of offices in the Boreaon and
distribute business among its personnel.! Nothing in the Dodd-Frank Act requires the Buresu to
miaintain the Office for Students as a separate office within CEE, and | exercised my discretion as
Acting Darector to better align the orgamzation with the mission of the Dodd-Frank Act. There are
no docaments responsive to vour third reqgoest,

In order to answer your fourth and fifth questions, regarding the strategic plans for Fin Ed and
CEE, | have attached CEE's Annual Financial Literacy Report,® which desenbes in detail the
Burean's national financial literaey strategy and provides more detail on individual programs and
projects, [ have also attached the Bureau's five-vear strategic plan which details CEE's strategy to
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address the need for inelesion and financial security of servicemembers, older Americans,
traditionally underserved consumers and communities, and students,”

It is not possible to answer your sixth question, regarding the number of full-time emplovees that
monitor, evaluste, and provide recommendations based on student loan complaints. Such tasks
might be done by a varving number of emplovees across the Bureaw, including by emplovees in the
CHfice of Consumer Response as well as in the Supervision, Enforcement, and Fair Lending
Division, depending on the specific complaints we receive, their volume, and the way in which thev
eome to the Bureau, T do note that the Bureau will continue to have a Private Education Loan
Ombudsman who will fulill the statutorily-required duties of that position, including “compilling]
and analyz{ing] data on borrower complaints regarding private education loans” and “mak[ing]

recommendations.™

Your seventh and eighth questions are related to your claim that the Bureau “abandoned plans to
develop rules” to reform student-loan servicing, and vou request information related 1o this
decision. Although the Burean published a Request for Information Regarding Student Loan
Servicing in the Federal Register in May 2015,* the Bureau had never begun active rulemaking
plans in connection with student-lnan semdcing, such as proposed rule or final role activities.® As
you know, the Burean recently released its Spring 2018 Unified Agenda.” Some of the items—

including "Student Loan Servicing™ — that had been listed in previous editions of our Unified
Agenda have been reclassified as “inactive,” in the expectation that tinal decisions on whether and

when to proceed with such projects will be made by the Burean’s next permanent director. This
change in designation is not intended Lo signal a substantive decision on the merits of the projects,
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Towm servicing, and therefore locks any documents pesponsive to vour nequest for “official work product in progress
regarding student foan seracing regulatons,”
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In response to your ninth request, [ am committed to enforcing the Dodd-Frank Act. The Bureay
supervises certain student loan servicers pursuant to a larger participant rule published in the
Faderal Register on December 6, 2014." The Bureau is currently developing fts 2019 exam
calendar, and exams of student loan servicers subject to the Bureau's supenvisory authority will be
considersd, together along with other types of exams, as part of the pnonhzation process
consistent with 12 US.C. § 5504(b)(2). As the Burean has stated in previous Unified Agendas, the
Bureau will continue to monitor the student-loan servicing market for trends and developments,
as it does for all consumer financial markets within its jurisdietion.

Finally, you request any documents that describe policies or procedures at the Bureau that will
ensure that my responsibilities as Director of the Office of Management and Budget do not conflict
with the Burean's oblization to admimister Federal consumer financial law. ‘There is no statutory
or regulatory framework that requires any such policies or procedures for an individual serving in
an acting capacity pursaant to the Federal Vacancies Reform Act. Further, I reject the premise
that there is any theoretical or actual conflict of interest between the two positions, and T will
continue to satisfv all statutory obligations of both roles 5o long as I serve, Accordingly, the
Bureau does not possess any docnments responsive to vour request,

Should vou have any questions about this response, please do not hesitate to contact me or have

vour stafl contact Lavra M. Hussain in the Burean’s Legal Division or Matthew Pippin in the
Bureau’s (Hfice of Legislative Atairs. M=, Hussein can he reached at (20:2) g35-77Hg, and Mr.

Pippin can be reached at (202 435-7552.

Respectiully,

Mick Mulvaney
Acting Darector

Enclosures
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The Honorable Senator Jack Reed
United States Senate

728 Hart Senate Office Building
Washington, DC 20510

Deear Senator Reed:

Thank vou for your letter of May 18, 2018 about the Bureau of Consumer Financial Protection's

{ Burean’s) Office for Students and Young Consumers (Office for Students). As von know, the
Office for Students is currentlyv housed as a separate office within the Bureaw's Division of
Consumer Education and Engagement (CEE). Recently T have announced that the Office for
Students will be folded into the Office of Financial Education (Fin Ed), which is alsp a part of CEE,

I shore your pommitmant bo enouring that the Burean fulfille all applicable ctotutory reguiroments
efficiently and effectively.

As yvou may know, 1 have been warking to ensure that the Bureau’s operations are conducted ina
way that best enables us to fulfill all of the Bureau’s statutory requirements while reducing
redundancy and maximizing efficiency, Changes to the structure of the Office for Students are
being implemented in furtherance of these priorities and in fulfillment of the Bureau’s mission,
The proposed recrganization will not hamper the Burean's important work in helping voung adults
navigate the financial choices they must make,

Fin Ed, in association with other CEE offices, leads the Bureau's efforts to educate and engage with
the public about consumer finance, including offering consumer advice, listening to consumer
comcerns, and promoting effective financial education. The Office for Students has worked to help
woung adults navigate the choices they must make about money and manage their money when
paving for college or repaying student debt, including by producing and disseminating information
to educate voung adults about their financial choices, Given the natural relationship bebween
these missions, | believe that both are well served by putting the Office for Students under the Fin
Ed umbrella,
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Your letter asked a number of questions regarding how this reorganization will affect specific
reporting relationships and the distribution of responsibilities within the Bureau. In response to
your first question, the Office for Stodents is & small office with slots for seven full-time
emplovees, [t is currently staffed with four full-time staff members. It had six full-tme staff
members as of January 19, 2007 and five as of Mav B, 2018, An additional full-time staff member
departed after May 8, 2018,

With regard to vour second question requesting the specific details of the reorganization, revised
organizational charts and job duties are still under review at this time and will not be implemented
until the Bureau has consulted with Bureao stakeholders and the National Treasury Emplovees
Union, if appropriate, in accordance with Chapter 71 of Title 5 of the U.S. Code amd the Burean’s
collective bargaining agreement. We are working diligently to effect these changes while
minimizing disruption to operations and emplovees. We do not foresee a change in the job duties
o responsibilities of the current emplovees at the Office for Students, We are confident that the
recrganization will not hinder the Bureau’s ability to fulfill its statutory mandate.

Regarding vour third question, the Burean did not prepare any intermal memoranda, legal
analvsis, cost-benefit studies, or other wark products to support the decision. As Acting Director, 1
am vested with the authority under the Dodd-Frank Wall Street Reform and Consumer Protection
Act | Dodd-Frank Act) to direct the estahlishment and maintenance of offices in the Boreaon and
distribute business among its personnel.! Nothing in the Dodd-Frank Act requires the Buresu to
miaintain the Office for Students as a separate office within CEE, and | exercised my discretion as
Acting Darector to better align the orgamzation with the mission of the Dodd-Frank Act. There are
no docaments responsive to vour third reqgoest,

In order to answer your fourth and fifth questions, regarding the strategic plans for Fin Ed and
CEE, | have attached CEE's Annual Financial Literacy Report,® which desenbes in detail the
Burean's national financial literaey strategy and provides more detail on individual programs and
projects, [ have also attached the Bureau's five-vear strategic plan which details CEE's strategy to
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address the need for inelesion and financial security of servicemembers, older Americans,
traditionally underserved consumers and communities, and students,”

It is not possible to answer your sixth question, regarding the number of full-time emplovees that
monitor, evaluste, and provide recommendations based on student loan complaints, Such tasks
might be done by a varving number of emplovees across the Bureauy, including by emplovees in the
CHfice of Consumer Response as well as in the Supervision, Enforcement, and Fair Lending
Drivision, depending on the specific complaints we receive, their volume, and the way in which thev
eome to the Bureau, T do note that the Bureau will continue to have a Private Education Loan
Ombudsman who will fulill the statutorily-required duties of that position, including “compilling|
and analyz{ing] data on borrower complaints regarding private education loans” and “mak[ing]

recommendations.™

Your seventh and eighth questions are related to your claim that the Bureau “abandoned plans to
develop rules” to reform student-loan servicing, and vou reguest information related 1o this
decision. Although the Burean published a Request for Information Regarding Student Loan
Servicing in the Federal Register in May 2015,* the Bureau had never begun active rulemaking
plans in connection with student-lnan semdcing, such as proposed rule or final role activities.® As
you know, the Burean recently released its Spring 2018 Unified Agenda.” Some of the items—

including "Student Loan Servicing™ — that had been listed in previous editions of our Unified
Agenda have been reclassified as “inactive,” in the expectation that tinal decisions on whether and

when to proceed with such projects will be made by the Burean’s next permanent director. This
change in designation is not intended Lo signal a substantive decision on the merite of the projects,
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In response to your ninth request, [ am committed to enforcing the Dodd-Frank Act. The Bureau
supervises certain student loan servicers pursuant to a larger participant rule published in the
Federal Register on December 6, 2014." The Bureau is currently developing fts 2019 exam
calendar, and exams of student loan servicers subject to the Bureau's supenvisory authority will be
considersd, together along with other types of exams, as part of the pnonhzation process
consistent with 12 US.C. § 5504(b)(2). As the Burean has stated in previous Unified Agendas, the
Bureau will continue to monitor the student-loan servicing market for trends and developments,
as it does for all consumer financial markets within its jurisdietion.

Finally, you request any documents that describe policies or procedures at the Bureau that will
ensure that my responsibilities as Director of the Office of Management and Budget do not conflict
with the Burean's oblization to admimister Federal consumer financial law. ‘There is no statutory
or regulatory framework that requires any such policies or procedures for an individual serving in
an acting capacity pursaant to the Federal Vacancies Reform Act. Further, I reject the premise
that there is any theoretical or actual conflict of interest between the two positions, and T will
continue to satisfv all statutory obligations of both roles 5o long as I serve, Accordingly, the
Bureau does not possess any docnments responsive to vour request,

Should vou have any questions about this response, please do not hesitate to contact me or have

vour stafl contact Lavra M. Hussain in the Burean’s Legal Division or Matthew Pippin in the
Bureau’s (Hfice of Legislative Atairs. M=, Hussein can he reached at (20:2) g35-77Hg, and Mr.

Pippin can be reached at (202 435-7552.

Respectiully,

Mick Mulvaney
Acting Darector

Enclosures
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United Dtates Senate

WASHMNGTON, DG INED

May 18, 2018

Ms. Leandm English

Acting Director, Consumer Financial Protection Bureau
1700 G Street, NW

Washington, DC 20552

Mr. Mick Mulvaney
Director, Office of Management and Budget
T25 1 Tth Sirect, MW

Washington, DC 20503
Director Mulvaney and Acting Director English:

W write to express our concern with the Consumer Finanetal Protection Buresu's (CFPB)
decision 10 undermine student loan borrowers’ rights by eliminating the Office for Students and
Young Consumers {“Office for Studen="). As vou know, the Office for Students has secured
maore than 3730 million in relief for consumers, a track récord that sugpgests that meintaining &
dedicated unit 15 effective, appropriate, and in the best interest of borrowers and taxpavers.
Additonally, the CFPB revealed that it 1s abandoning plans to rein in predatory student loan
servicing and debt collection practices. These decisions send a message to students who are
being misled, cheated, or defrauded by student loan companies that this Administration will not
preodect them

The ability (o monitor and punish bad actors in our student loan system is critical to our economy
and the financial well-being of millions of families. Student loan debt in the United States
recently surpassed $1.5 trillion and continues to climb, Recent data show that more than 1.1
million borrowers default on their loans every vear—owver 3,000 defaulis each day. Far too many
student loan bomrowers hiave struggled wath predatory, frandulent, and misleading loan products
and servicing. The CFPB, spearheaded by the Office of Stmdents, has until recently been
mstrumental in providing much-needed oversight and transparency to the college financial
product and student [oan marketplace, protecting students and prommoting best practices for
institutions of higher education, loan servicers, and financial service providers.

However, under the current Administration, the U.S. Department of Education and the CFPB are
closing investigations and rolling back oversight a the behest of corporate inferests and putting
student borrowers, taxpavers, and the enbire economy of risk. Quickly following the
announcement of CFPHR's decision o scuttle the Oflice for Students, which worked to collect
eritical information about the student loan industry, 11 was reported that Secretary DeVos had
largely gutted the Student Aid Enforcement Unit at the L8, Departmem of Education, an office
which was dedicated to identifving and investipating fraud at institutions of higher education.

The CFPB also abandoned plans to develop rules to reform student loan servicing by removing
this important priority from the unified regulatory agenda. This effectively ends an efTort
origimally set in motion in 2015 to identify and address widespread failures by student loan
compenies. In the lead-up to the financial crisis, lax supervision, ineffective repulation, and poor
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servicing stamdards in the mongage indusiry helped send the economy inte a tailspin. The
Ombudsman and the OMee for Students sounded the alanm sbout similar practices in the student
loan marketplace, The CTPB casmot forget the lessons of the financial crisis and must act 10
reform student loan servicing and debt collection practices.

Unfortunately, sbandoning the rulemaking effort on student loan servicing confirms tht
reorgamizing the (Mlice for Students was not simply boreaveratic, bin @ substantive withdrawal of
the CFPR's leadership in policing illegal and harmiul student loan servicing practices, By
disbanding enforcement teams and rulemaking effons, the fodersl povernment is essentially
giviog pradatory servicers and lenders the green light to continue nefarious practices that harm
student loan borrowers, including servicemembers, veterans, and alder Americans with debt.

In the past, the CFPH and the 118, Department of Edueation worked together to address harmiful
and incfTiciem practives at lenders and servicers that unnecessarily drive students into default
The vast majority of this wark would not have been possible without the expentise of the staff in
the Office for Students.

For example, the unit’s worlk lod to theee enforcement actions last year alone. In 2015, the 1.5,
Drepartrent of Justiee worked with Holly Petracus in the CFPB' s Office of Bervicemember
Affeirs, the Ombudsman, and the Office for Siudenis 1o retum $6{ million jo 77,000
servicemembers whose rights under the Servicomember Civil Relief Act were violared by
unscrupulous sident loae servicers. The Office’s vesearch and reporting on student loan
serviciig issues also revealed systemic lapses in the offoring of TLS. Department of Educanion's
Incemme-driven cepayment plans, undermmining the Department’s efforts (o prevent unnceessary
defaults and losses,

Additionally, the Office for Students also coordinated with federnl and state agencies to end
widespread abuse by the predetory Corinthisn Colleges, Toe, and ITT Educational Services, Inc.
chains, in large part by monitoring and following up on an enormous volume of complaints that
could not have been reviewed by the Ombudsman alonc. In face, much of the quamitative data
we have on student loans today—the same quamtitative data the CFPE has pledged to use in its
decizion-making process—only exists because of the efforts of the Dmbudsingn’s tcam in the
Office for Swdents. This team has now been reassigned.

You promized that you would rely on quantitative analysis to make your decisions. and do
everything as required by the law, Conpress specifically ¢realed the Ombudsman to coordinaic
with the U.& Department of Education to address complaints regarding both private and federal
stedesit loans. Clearly, this function reguires a dedicated and knowledgeable stafT o suppont the
Ombudsman, To help us wnderstand how the CFPE will be able 1o Tul Gl it statutory mission
without the support of a dedicated Otfice of Students, we reguest snswers 1o the Tollowing
quéstions and access to the following documentation:

Iy The lull-time equivalenis (FTES) allocated 1o the Offce for Students on JTanuary 19,
2017, and on May 8. 2018, respectively.

23 A decailed list of wisere the FTEs to the Office for Students wore recently reassigned
within the CFPR,
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1) All internal memoranda, legal analyses, cost-benefit studics, and work products that
suppoerted vour decision to eliminate the Offiee for Students,

4) The strategic plan and organizational chan for the Office of Financial Education,
including details on its specific goals and responsibilities, and how its strategic plan and
organizational chart has been amended 10 account for consolidatiom with the Office for
Students,

3) The strategic plan and organizational chan of the Consumer Education and Enpagement
Division, including details oo its specific goals and responsibilities, and how its strategic
plan has been amended 1o aecount for consolidation with the Office for Students.

) The number of FTEs that will monitor, evaluste, and provide recommendations based on
student loan complains,

7y All official work product in progress regarding student loan servicing regulations,
including the CFPB resources that will be devoted o working, in coordination with the
LLS, Departments of Treasury und Education, on moving forward with the Jaint
Statement of Principles on Swdent Loan Servicing identified in September 201 5.

8) A full analysis regarding why the loan servicing regulations were dropped rom the
CFPR’s regulatory agenda.

9) Any gnalysis or documentation that explains how the CFPB will eontinue to
independently and responsibly meet all of its obligations to monitor and supervise student
loan lenders and servicers.

197 Coouments hat deseribe policics and procedunes YouU RAVE AT L0 PIACE &1 The U FPE [hal
ensure Mr. Mulvaney’s duty as OMB Director to prolect mxpavers’ investments in
federal debt collection contructs are not allowed 10 conflict with the CFPB’s cbligation to
fairly and independently administer consumer financinl protection laws,

We request that a response to these questions and the relevant documents be provided no later
than June 7, 2008, If you hkave any questions, please contact Corey Frayer with the U.S. Senase
Committee on Banking, Housing, and Urban Affairs at (202) 224-7391. Thank vou for your
attention o this imporiant issue,

Sineerely,
Sherrod Brown Patty Eﬁrrn}'_'___ B _2! !
Liniies Siaies Scoator Lindted Siaies Senator
QEM .
Richard J. Durbin Fligaheth Warren
Uinited States Senafor [Tned States Senaior
3
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Richard Blumenthal
United States Senator

Murie
United States Senator

m:. m
koirsten Cillibrend
Uniited States Senator

@-uﬂ_

Ulnitted Stales Senalor
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1700 G Stresl NW,
Washingion, OC 20552

Movember 29, 2018

Recommendation Memorandum for the Acting Director

John Coleman, Depury General Counsel (x57254),

FROM Steven Bressler, Assistant General Counsel (x57248),
Thomas McCray-Worrall, Senior Counsel (x59683)
THROUGH Mary McLeod, General Counsel. .| Z74__

Response to Inguiry from Small Business Administration,

SUBJECT Office of the National Ombudsman

Recommendation(s)

We recommend that you review and approve Mary McLeod to sign the attached
response letter to the Small Business Administration, Office of the National
Ombudsman.

On October 26, 2018, the Bureau received an inquiry from the Office of the
National Ombudsman requesting, [F7 I

L]

Attachments

Tab 1: Draft Decision Memorandum
Tab 2: Proposed response letter to SBA Ombudsman
Tab 3: Letter from SBA Ombudsman dated October 26, 2018
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Recommendation Memorandum for Decision Clearance

Sheet

Subject/Document Title
Response to Inquiry from Small Business Administration, Office of the
Mational Ombudsman

Name of Document Owner
Thomas McCray-Worrall

Office
Legal Division

Telephone Extension
¥x50683

Approved by {name of Associate or Assistant Director)

Mary McLeod (General Counsel)

Office Mame of Clearer
Legal Division Steven Bressler
John Coleman
Sonya Pass
Office Name of Clearer
Enforcement Nina Schichor
 Dffice Name of Clearer
External Affairs Cheryl Parker Rase
 Office " Name of Clearer
Front Office Hallee Morgan
~ Office " Name of Clearer
Office Mame of Clearer

‘Date
' Date

Date
11/26/18

Date
11/23/18

11723118

11/23/18

Date

hata

st
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1700 G Sireet N

Washingeton, DG 20552

November _, 2018

Mina A Wales

Deputy National Ombudsman
Office of the National Ombudsman
.5, Small Business Administralion
409 3™ Strect, SW, MC 2120
Washington, M 20416-0005

Dhzae Wls. Wales,

gl Pl o o,
. 5 Lq- -
i

all bk

consumerfinance.gov
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Sincerely,

Mary McLeod
General Counsel

consumerfinance.gov
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LD G Sireat 2N,
Washingion, DG #0552

I'h|ri'1-:E|

VIA Email and USPS Registerad Mail
Andrew Lehman

2600 South Share Blvd., Suite 300
League City, TX 77573

Re:  Clvil Investigative Demand served on Andrew Lehman on September 19, 2018

Dear Mr. Lebiman

Attached is a civil investigative demand (C1D) issued to vou by the Bureau of Consumer
Financial Protaction (Bureau) under 12 C.E.R. § 1080.6 and section 1052(c) of the Dodd-
Frank Wal] Street Reform and Consumer Protection Act, 12 U.S.C. § 5562.

Rule 1080.6(c) of the Burean's Rules Relating to Investigations requires that you contact
mie a3 3oun as poasible to achedule a8 mecting (by telephone or in persan]) to be held within
ten [10) :n'lde::r days of ipt of this CID in order to discuss and attempt to resolve all
issues regarding timely com Hnnne with tiis demand. 12 C.F.R. § 1080.6(c). Please be
prepaced to discuss vour planned compliance.

Please contact me immediately 1o schedule 2 meeting, which must be held within ten (10)
days of the date of issue of this CID. My telephone number is 202-435-7064. I look
forward Lo your call.

Sincerely,

{5/ Benjamin Vaughn

Benjamin Vaughn

Enforcemsnt Attorney

Attachment

consumerfinance.gov
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CIVIL INVESTIGATIVE DEMAND FOR
ORAL TESTIMONY

Definitions.
A.  “And" and "or” must be construed both conjunctively and disjunctively.
3. "Any" includes “all,” and “all” includes "any.”

. “CID" means the Civil Investigative Demand, including the [“Definitions and
Instructions” or “Topics for Hearing, Definitions, and Instructions™].

D. “Bureau” means the Bureau of Consumer Financial Protection.
E. *“You" or “Your”™ means Andrew Lehman.

E.  "Deputy Enforcement Director” refers to a Deputy Assistant Director of the
Office of Enforcement.

G.  "Document’ means any written matter of every type and description, including
electronically stored information. *Document” includes any non-identical copy (such as
a draft or annotated copy) of another document.

H. “Each"includes “every,” and “every” includes "each.”

1. “Enforcement Director” refers to the Assistant Directer of the Office of
Enforcement.

J., “Person” means an individual, partnership, company, corporation, association
(incorporated or unincorporated), trust, estate, cooperative organization, or other
entity.

Instructions.

A.  Confidentiality: This CID relates to a nonpublic, law-enforcement investigation
being conducted by the Bureau. We ask that you not disclose the existence of this CID,
except to legal counsel, until you have been notified that the investigation has been
completed. Premature disclosure of this investigation could interfere with the Bureau's
law-enforcement activities,

B. Sharing of Information: This CID relates to a nonpublic, law-anforcement
investigation being conducted by the Bureau. The Bureau may make its files available ta
other civil and criminal federal, state, or local law-enforcement agencies under 12 C.F.R.
§§1070.43(b)(1) and 1070.45(a)(5). Information you provide may be used in any civil or
criminal proceeding by the Bureau or other agencies. As stated in 12 C.F.R. § 1080.14,
information you provide in responsa to this CID is subject to the requirements and
procedures relating to the disclosure of records and information set forth in 12 CF.R. pt,
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1070,

C.  Meetand Confer: As stated in 12 C.F.R. § 1080.6(c), you must contact
Enforcement Attorney Benjamin Vaughn ot 202-435-7964 as soon as possible o
schedule o meeting (telephonic or in person) to discuss your response to the CID. The
meeting must be held within 10 calendar days after you receive this CID or before the
deadline for filing a petition ta moadify or set aside the CID, whichever is earlier.

D. e Period for Respon M : 1Inless otherwise directed,
the applicable period for the request is from|™"*"' il the date of full and
complele compliance with this CID.

E.  Document Retention: Until you are notified otherwise, vou are required to
retain all documents and other tangible things that you used or refied on in preparation
for providing oral testimony in response to this CID. In addition, you must retain, and
suspend any procedures that may result in the destruction of, documents, information,
or tangible things that are in any way relsvant to the investigation, as described in the
CID's Notification of Purpose. You are required to prevent the destroction of relevant
material irrespective of whether you believe such material is protected from future
disclosure or discovery by privilege or otherwise. See 18 U.S.C. §§ 1505, 1519.

F. Modification of Requests: If you believe that the scope of the CID can be
narrowed consistent with the Bureau's need for information, you are encouraged to
discuss such possible modifications, including modifications of the requirements of
these instructions. with Enforeement Attorney Renjamin Vanghn at sn2-435-7964.
Modifieations must be agreed to in writing by the Enforcement Director or a Deputy
Enforcement Director. 12 C.F.R. § 1080.6(d).

G.  Petition for Order Modifying or Setting Aside Demand: Under

12 U.S.C. § 5562(F) and 12 C.F.R. § 1080.6{¢), you may petition the Bureau for zn order
medifying or setting aside this CID. To file a petition, You must send it by e-mail to the
Burean's Executive Secretary at ExeeSec@efph.gov, copying the Enforcement Director at
Enforcemnent@elpl gov, within 20 calendar days of serviee of the CID or, if the return
date is less than 20 calendar days after service, before the return date, The subject line
of the e-mail must say “Petition to Modify or Set Aside Civil Investigative Demand.” If a
request for confidential treatment is filed, you must file a redacted public petition in
addition to the unredacted petition. All requests for confidential trestment must be

supported by a showing of good cause in light of applicable statutes, rules, Bureau
orders, court orders, or other relevant suthority.

H.  Procedures Governing Hearing: This CID is issued under section 1052 of the
Consumer Financial Protection Act, 12 U.5.C. § 5562. Tha taking of oral testimony
pursuant to this CID will be conducted n conformity with that seetion and

12 C.F.R. §§ 1080.6(a)(4), 1080.7, and 1080.9.

CFPB-19-1051-A-000350

Page 350 of 585



L Scope of Investigational Hearing: This CID covers information in your
possession, custody, or control, including but not limited to documents in the

possession, custody, or control of your attorneys, accountants, other agents or
consultants, directors, officers, and employees.
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BUREAU OF CONSUMER FINANCIAL PROTECTION
Washington, D.C, 20552

Naotice to Persons Supplying laformaticn

You have been esked (o supply information or speak voluntarily, or directed 1o provide sworn

iesthmony, documents, or anFwers 10 questions in response 1o a civil investigative demand (CLD)
from the Bureou of Consumer Financial Proection (Burenu). This notice discusses certain logal rights
and responsibilitics. Unless stated otherwise, the information below applies whether you are
providing information voluntarily or in response 1o a CID.

A

B.

False Stutementy; Perjury
False Statements, Section 1001 of Title |8 of the United States Code provides as follows:

| Wlhoever, in any maiier within the jurisdiction of the executive ... branch of the Government
of the Uinited Sates, knowingly oad wiltfully- (1) faksifies, conceals, or covers up by ony trick,
scheme, o device o material fact; (2) makes ony materiaBy false, fictitious, or fraudulent
statement or represeatition; or (3) makes or uses any false writing or document knowing the
same to comiadn ony materially f=lse, fictitious, or frmudulsnt stmement or eniry; shall be fined
unider this title .. .Jor] imprisancd aot more than 5 yeors ., or bosh.

Perfury. Section 1621 of Tide 1] of the Uinmed Sintec Code provides su fnl lnoe=

Wheever ... having taken an calh before o competent irfbunal. oificer., or person, in ooy case in
which o [aw of the United Stales authorizes an oath lo be ndministared, thut he will testify,
declare, depose, or centily ruly or that sny writien wstimony, declaration. deposition. or
cedtificate by him subscribed, is true willfully and conlrary lo such cath states or subscribes any
material matter which he does not believe 10 be true .. is guilty of perjury and shall, except o
otherwise expressly provided by luw, be Tined under this Lithe or imprisoned not more than five
yenrs, of both. This section is applicoble whether the statement or subscription is made within
or wilthout the United Siotes,

The Fifth Amendment; Your Right to Counsel

Fifth Ameadpreni. Information you provide may be used ngainst you In any federal, state, local

or foreign adminisirative, civil or criminal proceeding brought by the Burenu or any other agency. If
you are an individual, you may refuse, in secoedonce with the rights gusranieed 1o you by the Fifth
Amendment Lo Lhe Conslitution of the United Simes, 1o give any information that may tend 1o
incriminate you o subject you to criminal Hability, ineluding fine, penalty or Farfeinre.

Cornmwel. Yous have the right 1o be accompanied, represented and odvised by counsel of your

choice. For further information, you should eonsul Bureau regulations a1 12 C.F.R. § | 080.9(b).
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C. Effect of Not Supplving Ialormation

Persons Divecied fa Supply Infornrasion Parsuont fo CID. IF vou [ail 1o comply with the CiD,
the Burezu may seek a court order requiring you 1 do so. Il such an order is obtnined and vou still fail
io supply the information, you may be subject to civil and criminal sanctions for contempl of court.

Persons Regrested to Supply Information Voluniarsy. There are no sanctions for filing to
provide all or any pan of the requested information. 1T you do not provide the requested information,
the Bureau may choose to send you o CI10 or subpoena.

D. Privacy Act Statement

The information you provide will asstst the Bunzau in its determinations regarding violations of
Federal consuwmer financial laws. The information will be used by and disclosed to Bureau personnel
and contraclers or olher agenis who need e nformation 1o asskst In activities refaied o enforcement of
Federal consamer financial laws. The information may aksy be disclosed for siatuory or repulstory

purposes, oF parseant o the Buncau's published Privacy Act system ol reconds notice. ta:

a courl. magistraie. administrative wipunal, or o parly i liggaion;
anather federal or siale agency or regulotory nuthority;

a member of Congress: and

@lhers as outhorized by the Burcaw (o reccive this information.

Thie eslisstion of Infermation & avtherzed hy 12 UB.C, 15 3510, £§563,

[P 3
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Certified Forensie Loun Auditors, L1C
a7so W. Mam Street, Buite ¢
League City, TX 77574

e, Wn [emanad served on Certified Forensic Loan Auditors, LLC on
WE]

T whom it may concern:

Attached & o civil mvestigative deomand (CID) ssued to Certified Forensie Lixin
Auditors, LLC by the Consumer Financial Frotection Buren { Burean) vnder 12 COF R §
10806 and section 1052(c) of the Dodd-Frank Wall Street Reform and Consumer
Protection Act, 12 ULS.C. & 5560,

Rule 1080.6(c) of the Burcau's Rules Reloting 1o Investigations requires that van
eontaet mo a8 snon a8 Easi'iﬂ-:r to schedule a muul'hlﬁ {1y Ledephone or in person) fo be
held within ten (10} calendir days of receipt of this CID in order 1o discuss and altempt
to resolve all ssues regaring Uimely compliance with this demand. 12 C.FR §
1B ae); 2ee alao Instroction [ B, The rule requires that you make available at this
meeting personnel with the knowledge necossany to resolve any such issues, Please be
propared to dimm:murgilﬂnnrd eomplisnce sehodule, snd whether it is possible to Ger
your production by providing portions of the response prior to the due date.

Please contact me immediately o sebedule o meating, which must he held within
tem (o) davs of the dite of issue of this C10. My elephone number s 200-495-0668. |
look lorward to vour call,

Sincerely,

Codin Resanrdon
Enforcement Attoroey

Atpechimem
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CIVIL INVES TIGATIVE DEMAND FOR
FPRODUCTION OF DOCIUTMENTS AND ANSWERS TD INTERROGATORIES

Requesls,

ENTIE !
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28, [dentify all Persons who participated in responding to this CID and Lhe specific

tusks performed by each Person,

Reguests for Documents

ERTAES

4]
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[LETRE]

Definitions.

A “Advertisement” means any stalément. llustration, depivtivn, or promotionl
material, whether in English or anather linguage, that is designod to effoct a sale ap
ereale interest in poods or serviees, regardless of where it appears,

B. "And” ad "or" miet b constresd both confunctively and disjunctivels.

. “Any" iwdudes “all" and “all” inclodes “any.”

D, “CID ineang the Caal Imvestigative Do, induding the Reguests, Th urs far
Hearing, Nefinitions, and Instructions,

E "CEPR" or “Hureatr” means the Borean of Consumer Firnnoial Frolecion
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F. "Company” or “you™ or “yvour” meins Cortifind Forensie Loan Anditers, LLC,
and nny syeressor in interest

M "Depuly Enforcement Dhrector” rofors to o Deputy Asslstant Divector of the
Office of Enforcement.

H. "Divcument” means any written matier of every tvpe and deseription, induding
electrenically stored information. *Doewment” ineludes smy now-identical cops (such o
a draft or annotaled copv) ol another documont.

1. “Fach” includes "every,” and “every” includes “cnch.”

. “Electronically Stored Informalion,” o "ESL" means the enmplete orlginal
and nay non- kentical copy (whether different Trom e vriginal lecause of notations,
different metadata, or otherwise ) of any slectronically ereated or stored informntion,
ineluding but nol limited to e-mail, inslant messaging, videsconferencing, SMS, MMS,
or other lext niessagging, amd other electronie comrespundence [whether aetive, archived,
unsent, or in o sent ar deleted-iemes folder), word-processing files, spreadshects,
datsbases, unorganized data, docoment metadala, presentotion files, and sonnd
mﬁi?}.“' regardiess of how or where the information is stored, ineluding ifitison a
sl pile dev e,

K “Enforcement Director” refers to the Assistant Diveclor of the Office of
Enforesment,

| “Identily”™ means 1o provide: (] for natural persons, their nome, title or
position, present business afliliolion, present business addross, e-moil address, and
telephone number, or if a present business affilintion or present business address is not
known. the last known business address, home address, ¢ mail address, and lelephene
nomber; () for businesses or other organizdions, the name, adidress, identities of
ufficors, dinvetors, or managers of lhe business or orgonization, and contact persons
with c-matl addresses ind telephone nombers, where applicable; and (¢} for doruments,
the title, date, authors, reripients, Bates numbers, If applicable, tvpe of document ur
some other means of ilentifving the document, and the preseol or kst known location
or custodian.

M. “Morigoge Assistance Relief Produet or Service” means any product,
servive, pla, or prograti, offersd or provided w the consamer in exchangs for
copsideration, that is represented, expressiv or by imiplication, to assdst or atiempt o
assist the consumer with any of the follewing:

i HOjpinE, preventing, or postpaning any morignge or doeed of trst
forcclosure sale for tho consumer’s dvwelling. any repossassdon of the

cansumer's dwelhng, or otherwise suving the consumer's dwelling fiom
loveclosure ar reposscssion
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a2 negoliating, oblaining, or arvanging o modification of any term of dwelling
laaum, ineliding & reduetion in the amonnt of interest, prneipal halanes,
monthly paymonts, or fses;

3. abtining any ferbearance or modification in the timing of pavments from

an -ril.-.ri.'lljng, loan holder or servieer on any dwelling loan;

d. negntiding, ebiaining, or arranging any cxtension of the period of time
within whicl the commnmer may (i) eure his or her default on a dwelling
luai, (18} veinstate his or hor dwelling loon, (i) redeem a dwolling, or {iv)
exereise guy fight Lo reinstate o dveelling loan or redesin o dwelliog;

5. olraining any waiver of an peeeleration eliuse or lalloon puayment
comtainerd in any promisseocy nole or conlrmel seenred by amy dwelling: or

. nugntiating. obtaining, or arrangiog (1 a short sale of o dveelling, (i) o
deed in Hen of Toreclosure, (i) or sy other disposition of a dwelling loan
pther than a sale (aa third parly that i not the dwelling loans Lokder.

The furegning shall inelude noy manner of elatmed assistance, including, but not limied
1o, I:mvizlingn vousumer with a “securifiezntion audit,” *forensic loan sudil,” or ‘{}uim
Title audit,” or with o “Quite Title Litigativn Package™ ar with any “litigation suppaor ™

tlorumonts for use in litigation relating 1o a moriesee loan. incloding civil complaints.
lis pendens, temporary restraining orders, and exper! witoess affidovits,

N “Person” means an individual, partnership, company, corpotation, association
{ineorparaded or woinenrporaled ), trust, sstate, cnoperative onganieastion, or other
entity,

Instroctions.

A Sharing of Information: This C1D relitos o aonpulilie, Inv-enforeemant
investigotion being condocted by the Bureau. "The Burean may make s fles ovailabbe o
othier vicdl and criminal federal, state, or local law-enforecment agencies under 12 CF.R.
g8 1070 423(b) and vopo.gsielE). Informatiun you provide may be used {0 any civil ar
eriminal proeeedimgg by the larcan or other ageacios. As stated 10 12 CF R § 1080.13,
informmation you provide in pexponse Lo this CHED i salject to the vegquirements and
procediires relating to the discosurne of cecurds and Information set lor hin 12 C.F R pl.
Lo,

B. Meel and Confor: As stated 10 12 U F R, §1080.60e), vou noist contact
Enkavement Attarmemy Colin Renvdon i (2002} 435-0668 a5 soon o5 possible to sehedule
a mevting (telephonic or in person) to discuss vour responses fo the C1D. The mecting
st b heled within 20 calendar davs afrer vou recedve this CID or before the dendline

o
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fur Biling @ petition Lo modify or sel aside the CIT, whicheser is earlier

C. Applicahle Period for Responsive Materiols: Vinles: olherwise directed,
the applicable period for the reguest is from July oo ooig until the date of this CTL.

D. Privilege Claims: [ any malerial responsive 1o this CID is withheld on the
grovnds of privilege, you mast make (he privilege ehidm no larer than the dote set for the
production of the material. As stuted in 12 C F.R. § 1080.8({a), amv such claim must
include 1 schedole of the documents, information, or leongible things sithheld tha
etates, for each:

L its v, specific salject matter, and date;

2. the names, nddresses, positions, and organizations of all authors and
direct or indireet recipionts

% the =pecific grownds for elaiming the peivilege;

4 the regquest to which the privileged document, informution, or thing =
responsive; nnd

5- it Hates number or mnge.

In addivinm, the person whio sabimits the sehedule and the attormey stating, the grounds
lor the privilige must sign ik, A person witholding matenal solely hased on o claim ol
privilege must comply with the requirements of 12 C.F. . § 10B0.8 ruther than fle a
potition faran order modifving or setting aside a demond under 12 C.FR. § wo&o6le].
Plepse fullow the enclosed Docuient Submission Stamdswds for furtber instroetions
abwut prodocing redocted privileged documents.

E. Document Retention: Untl vou me nolified otherwise, vou are required to
#ieta i all docuiments sud sther tangible things thar vou used or relied on in responding,
Lo Ulsts CI0. Tn addition, vou muost retain, and suspend amy procedures that may result in
the destruction of, documents, imformation, of tangible things that are in any way
televant to the investigation, as deseribed in the C10's Notification of Purpuse. You we
regpuired 1o provent the destroction of relevant material 'II'I'E?N(‘"'FI'IJ[ whether vou
beliove such material is pratected from future disclosure or discovers by peivilege or
ntherwise, Sec (R UL E.C. 88 im05, 1510.

F, Mudification Reguesiss I voo believe that the seope of the smreh ur responss
reguiired) by this CID con be narmowed ronsistent with the Burcan's mecd for documents
ur tformation, you are encouraged 1o discuss such possibide modifieabons, nduding
modifieations of the requiroments of thase instroctions, with Enforcement Altomoy
Colin Regrdon ul (@02 4495-00608. Modifications nnst be agreed (o inwriting by e
Enturcoment Dircetor or 8 Deputy Enforcement Divertor. 12 CUE K § 1080.60d)L

iy

CFPB-19-1051-A-000365

Fage 365 of 565



. Petition for Order Modifyving or Setting Aside Demand: Ulnder
12 1150 8 gta(f nnd 12 CF.R_§ 1080 6{e), you may petition the Burvau for an order
modifving or selting astde this CID. To fle a petition, you must se=nd il by e-mail 1o the
Borenu's Executve Seenetary ol ExeeSec@cfpb.gov, copying the Enforcoment Diveetor al
Enforcomoentirefpb.goy, within 2o calendar davs of service of dw ClDor, if the return
dhile is bess than 2o calendin days after senvice, before the return dste, The subject Tine
of Ui -l masst say “Petition 1w Modify ar Sel Aside Civil Tnvestigustive Demand.” 1fa
request (or confidential treatment is fled, vou nust Ale o redoeted public petitionm n
addition o the unredicted petition, All reguests for conlidential treatment must be

ed by a showing of good couse in light of applicabile sintutes. rules, Burean
T , court ordders, or other relevant authority,

11,  Certufication: The person o whom the CTD s directed or, if it is dicected 1o an
entity, any person having knowledge of the (acts and circumstanees relaling 1o the
production, must certify that the response to this CID is true nod complete. This
certifieation must be made an the form declaration neladed sdth this C1L.

| R Scope of Search: This CID covers molenals and informistion in your
pesssession, custody, or conlrol, including but nol Emited to documenrs in the
possession, costody, or enntrol of your atterneys, sccounionts, other agents or
coiul laes, directors, officers, and employees.

d. Document Production: The Burcow encourages the electrenie production of
all materind responsive ta this C10; please Tollose the enclosed Do ur:n:]u Huhmlﬂglgn

Standards.
All productions sent by 115, Prstal Serviee should be addressed 1o

Consumer Financial Protection Boredn

1700 O Sireet, NW

ATIN: Chelsco Peter, SEFL, (e of Enforcement, Seat 4050
Washington, DC Jo05352

All productions seal by FedBy, TIPS, o ofher courier daonld be addressed 1o
Consumer Financial Mroisclon Burea
ifreg Fxe Sirput NW
ATTN: Chelzca Peoter, SEFL, UHEice of Enforcement, Sootl ansao
Washingion, [ 20006

Plerase providke yonr intended method of prodection and ary tracking numbers by conil
or telephene 1o Enforcement Altoroey Callp Reardon ot eolin, reardoniecfpligov and
(202} 435-0008.

1
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1700 & Sireat MWW
Washington, DG 20552

R mendation Memorandum for the Acting Director
FROM Nicole Heiser, Assistant General Counsel, 5-T677
THROUGH Mary McLeod, General Counsel, 57993 /H@7n__S@s2e
Agency Head Review of the OFLEQ Re-Organization
SUBJECT Memorandum of Understanding with the National

Treasury Employees Union, Chapter 335

Recommendation(s)

I recommend that you approve the attached Memorandum of Understanding
regarding the implementation of the Office of Fair Lending and Equal Opportunity
reorganization.

Background

Pursuant to 5 U.S.C. § 7114(c), an agreement between an agency and its exclusive
representative is subject to review by the head of the agency (Agency Head
Review). The head of the agency shall approve an agreement that is consistent
with applicable law and disapprove an agreement that is contrary to law. If the

agency head does not approve or disapprove an agreement 30 days from its
execution, the agreement will take effect.

Representatives of the National Treasury Employees Union (NTEU) and the

Bureau’s Office of Fair Lending and Equal Opportunity (“OFLEQ") negotiated
and came to tentative agreement on the plan to implement the Bureau's OFLEO
reorganization on August 16, 2018, "
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Attachments

Tab 1: Draft Decision Memorandum from the Acting Director

Tab 2: OFLEO Re-Organization Memorandum of Understanding
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Recommendation Memorandum for Decision Clearance

Sheet

Subject/Document Title

Agency Head Review of the OFLEQ Re-Organization Memorandum of
Understanding with the National Treasury Employees Union, Chapler

Ethics

335

Name of Document Office ' Telephone Extension
Owner Legal Division, Office 5-9697

Jarid Smith of General Law and

Approved by (name of Associate or Assislant Director)

Mary MeclLeod
Legal Division Name of Clearer Date

Jarid Smith 08/20/2018
Office Name of Clearer Date
[Insert wilive] [Tusert mame of vlearer | [Tnsert dae]
Office Name of Clearer Date
{Insert office] [Insert name of clearer] | [Insert date]
Office Name of Clearer Date
[Insert office] [Insert name of clearer] | [Insert date)
Office Mame of Clearer Date
[Insert office] [Insert name of clearer] | [Insert date)
Dffice Name of Clearer Date
[Insert office] [Insert name of clearer] | [Insert date]
Office Name of Clearer Date
[Insert office] [Insert name of clearer] | [Insert date]
Office Name of Clearer Date
[Insert office] [Insert name of clearer] | [Insert date]
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ANIZATION

Intraduction

Tha parties recognize that the negolialed language in the Collective Bargaining
Agreement iz in effect, and governs negotiations as o the piocess and limalframe,
sbsent a mutual party agresment The parties recognize that all impacled employeas
are guaraniesed a position.

1 Pasition 0 iol

The Burasu will provide the Union with relevant position descriptions (PD"s) for whizh
bargaeining unit employees may apply @3 soon as possible. The Bureau acknowledges
that the Union resarves the right to moddy its bargaining proposals ance it obiains and
raviaws the applicable PD's,

2. Union Access to Information

In accordance with Tilla VW, Section 7114, of the United States Code= and the pariies’
Collective Bargaining Agreament {CBA), the Buraau will fumish 1o the Union, upon
requmRsl, daia and informmatinn nrmally mainiained in the regililar cndrss af o sinoeass
which is reasonably available and necessary for full and proper nagotiations. The
Bureau will normally provide the requestad information within ten {10) business days,
and will inform the Union if it cannot comply with tha request for information within this
lime period in reasonably close proximity (o the time il has made thal delermination.

Further, in order to fulfll ils representalional duties, the Union reserves the right lo
request additional information from the Bursau, inciuding, but not limited ta,
decumeantation regarding the allocalion of the 25 new positions in SEFL.

3. Career Ladder Promalions

The current carear ladder, and eligibility factors 1o ablain a career ladder promation,
reamain in @affect and will not change. In other words, the same opportunities and
slandards for oblaining & career ladder promolion will be [0 elfecl as knpacled
employees maove to the new positions so thal career ladder BU members reamain on the
same rack posl-rearganization (g.g ., curmeni promiotion potential is nol j[sopardized by
new position),

In accordance with CBA Article 19, Career Ladder Pramotions, where an employee is
efigibia to receive a career [adder promaotion before (he re-organizalion is complete, that
employes can apply to a positicn al the higher level.
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applicalion P

The epplication process will nol begin uniil revised Posilion Descriptions have bean
provided to the Union and &l bargaining obligalicns required by law or the parties’
Collective Bargaining Agreemant have beean fulfiiied.

The gpplication process will be in accordance with the process shown below. All
affectad OFLEQ employess are guaranieed a position as a result of this recrganizalion.

Bureau management in each Office will conducl interviews and make selechions in
accardance with the following procedures, which apply to all affected OFLED

employees:

A

All OFLED employees will receive an emall containing links to all evailable
bargaining unit vacancy announcemenis that will be open for savan business
days in accordance with CBA Articla 18, Merit Promation; only OFLEO
bargaining unit employess may apply.

. Bargaining unit employees may apply for positions of interest at thelr same band

level by submilling thelr resume on-line by 11:58 PM the dosing date of the
announcament, bargaming unil employess can apply to more than one position
but may anly apply to posifions in the same service (i.e., compelitive service
employees may only apply to compefitive service vacancies and excepled
aarvica amployaea may only opply lo sxespled acries vasancica),

. Al qualified applicants are referred and selections will be made basad on review

af resumes and structured inlerviews.

If an employee does not apply to a pesition or does not receive an offer, the
Bureau will directly reassign the employea inio a position for which the employee
is quafified in accordance with CBA Articka 21, Reassignments, If lhera are the
sama number of appicanis on the referral list as vacancies for that position, the
Bureau may make the selection bassd on & paper application, and may forego a
formal interview process

\Where practicable, if an employee is nol salecled far |he position(s) thal they
applied for, the employes will have their reassignment directed as part of the
reorganization. The employes may continue (o apply for other vacant positions
when advertised,

If an employee chooses to compete for more than one position, and is selacted
far more than one pasition, the employee will choose amang the offered
positions. Selections for positions in the gaining Offices will be offered al the
same tme.

Fd
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5.  Telework Agreement, Training, and Conferences
A Talawork

Buraau managemeni will maintain telework arrangements for bargaining unil employees
impacted by the OFLED reorpanization as they transition to new positions unless the
gaining Office delermines thal lhe arangemeant does nol mest the suitabilty crilera
outlined in Aricie 12, Telework. Additionally, CBA Ardicla 12, Definitions, Saction
(AM3M 1) i= specifically waived for individuals subject lo this reorganization.

B. Training/Conferences

Buraau management will honor training and confersnce opportunities for bargaining unit
employees impacted by the OFLED recrganization that have besn approved through
2018 as employees transition into new positions unless the gaining Office determines
that those training or conference opportunities do not mest the evaluative criteria
outlined in Aricle 15, Section 3.B, Training.

B. Miscellaneous
A. Location

Imoumbant omployoos whe ore ourrently heme duty slationed will remain hame-duty-
stalionad, and thalr status will be considerad “incumbent only,” Incumbent employees
currently duty-slationad In a Reglanal Office will retain their current duty station and also
be consldered “incumbent only”. Naither of these decisions will ba deamed (o set a
precedent for any cffice within SEFL.

L1y (g iﬁ}.mmy“w b g
n May Silverstein Date

Ep Council NTEU

o m
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1700 G Sirasi NW,
Washington, DC 20562

B e
A ik M s
J 'J_,Iﬂ &Y. »

P

Division Updates [T Tha ¢
Legal Division fune 27, 2018
Office of Litigation and '
ﬁl
RMR June 25, 2018
Consumer Finance Round Rebin
=]
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1700 G Streat NW,
Washingon, DG 20552

Division Updates
Legal Division June 27, 2018
OfMice of Litigation and Oversight
=)
EMR June 25, 2018

Consumer Finance Round Robin

Bl
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Operations June 27, 2018
ES1

CEE June 27, 2018
L=

EA June 27, 2018
b}

OMlice of the Director June 27, 2018

Tﬂﬁm

SEFL

June 27, 2018

=] 43

(R

CFPB-19-1051-A-000375

Page 375 of 585



Bureau of Consomer Financial Protection
1700 G Street N'W e
Washington, D.C, 20552

November 30, 2018

Hecommendation memorandum for the Acting Director

i Ron Borzekowski
Assistant Director, Office of Research k57381
e David Silberman, Associate Director (-2 Ab
Tom Pahl, Policy Associate Director £
SUBJECT Economist Posting on USAJobs
Recommendation(s)
E®a)
Background

Staffing: During the last two years, the Office of Rescarch (OR) has lost several
economusts and has only hired one. In 2017, one economist that had worked on the
payday rulemaking as well as our disclosure agenda lefi the agency, This year, OR
has lost iwo additional PhD economists. The first worked primarily on benefit-cost
analyses for rulemakings and also served as one of the primary economists on the

servicing assessment. M
b=
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did not receive an exceplion to the hiring freeze, and therefore did not hire any
PhD economists.

| O

The Annual Recruiting Cyele. The market for PhD Economists is on an annual
cycle which begins at the meeting of the American Economic Association (AEA)
(January 4-6, 2019 in Atlanta). The AEA conference serves, in part, as the primary
recruitment forum for academic institutions, govemment agencies, and private
sector firms. Such entities secking to hire economists all make their offers by mid-
to late-February and economists hired during this process usoally start sometime
between May and August, unless they already work for 8 govemment agency ora
privale sector firm.

b3l
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Afttachments

Tab 1: Drafi Decision Memorandum from the Acting Director.
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Recommendation Memorandum for Decision Clearance

Sheet

~ Subject/Document Title - -
Economist Posting on USAJobs

" Name of Document Office Telephone
Owner RMR Extension

. Susan Singer 3-7797
Approved by (name of Associate or Assistant Director)
Tom Pahl
Legal Division Name of Clearer Date '
[Insert legal division] [Insert name of clearer] [Insert date]
Office Name of Clearer Date
[Insert office] [Insert name of clearer] [Insert date]
Office Name of Clearer Date
[Insert office] [Insert name of clearer] | [Insert date]
Office Nama of Clearer Natea
[Insert office] [Insert name of clearer] [Insert date]
Office Name of Clearer Date
[Insert office] [Insert name of clearer] [Insert date]
Office MName of Clearer Date
[Insert office] [Insert name of clearer] [Insert date] .

— |

Office Name of Clearer Date |
[Insert office] |Insert name of clearer] [Insert date]
Office Name of Clearer Date
[Insert office] [Insert name of clearer] [Insen date]
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1700 G Sireet NW,
Washington, DG 20552

Decision Memorandum from the Acting Director

FROM Mick Mulvaney
Tom Pahl, Policy Associate Director for RMR; Chris
TO D'Angelo, SEFL Associate Director; Kristan A, Donoghue,
Assistant Director for Enforcement
Authority to Settle with State Farm Bank, FSB H%El;
SUBJECT Suit—ENF Matter No™ Exam [Ds
sl

1 authorize the Office of Enforcement to enter into a settlement with or file a
lawsuit against State Farm Bank, FSB under the parameters recommended by the

Office of Enforcement on September 21, 2018, except 1 do not authorize the Office
of Enforcement 1o seek a penalty, 'Lhe Hureau may enter into a settlement

ining only the injunctive relief described in Enforcement’s recommendation

//

¢
Mick Mulvaney Date
Acting Director
Bureau of Consumer Financial Protection

memo

T
-
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1700 G Streat MUY,
Waghingion, DO 20652

Decision Memorandum from the Acting Director

FROM Mick Mulvaney
Eric Blankenstein, SEFL Policy E‘.lireumr; Chris D" Angelo,
TO SEFL Associate Director; Kristen Donoghue, Assistant
Director for Enforcement
N Authority tﬂ.?&]llL'ﬁ'.f[h.EﬂUiﬁx. Inc., and to File Suit - ENF
s Matter No[™"™

| authorize the Office of Enforcement to enter into a settlement with and file a
lawsuit against Equifax under the parameters recommended by the Office of

Enforcement on September 21, 2018, % e bl dud mens

/

.

NeFr ja- 2=

Mick Mulvaney Date
Acting Director
Bureau of Consumer Financial P rotection
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i... " Protecoos Bureas

Decision Memarandum from the Acting Director

FROM Mick Mulvaney
Eric Blankenstein, SEFL Policy Director, Chris
TO D' Angelo, SEFL Associate Director; Kristen Donoghue,

Assistant Director for Enforcement

Authorization to Enter into Settlement with Wells Fargo

SUBJECT Bank. N A, [P

| authorize the Office of Enforcement to settle with Wells Fargo Bank under the
paramelers recoghmended by the Office of Enforcement on April _, 2018.

Hafe - 98
Mick Mulvaney Nate
Acting Director
Bureau of Consumer Financial Protection

bz
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1700 G Shresed MWW,
Washingten, DC 20552

Decision Memorandum from the Acting Director

FROM Mick Mulvaney, Acting Director

TO Kristen Donoghue, Director for Enforcement

Authorization to enter settlement negotiations with, or
SUBJECT  commence litigation against, Sterling Infosystems, Inc. — ENF
Matter No. [ |

1 authorize the Office of Enforcement to enter into a settlement with and file a

lawsuit against Sterling Infosystems, Inc. under the parameters recommended by
the OMice of Enforcement on May 13, 2018.

S. 1318
Date

Acting Director
Bureau of Consumer Financial Protection

5|
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1700 3 Stree NW
VWashingten DC 20552

November 5, 2018

Recommendation Memorandum for the Acting Director

Jessica Divine, Shirley Chin, Cyntha Lesser, David
FROM Rubenstein, and Kristen Donoghue, Otfice of
Enforcement

Eric Blankenstein, SEFL Policy Director; Chris Qﬂ@f
TeCta ¥ Angelo, SEFL Associate Director ni ﬂﬁ?

Authority to Enter into Settlement with NDG Financial
Corp., E-Care Contact Centers, L.td., Blizzard Interactive
Corp., New World Consolidated Lending Corp., New
World Lenders Corp., Payroll Loans First Lenders Corp.,
New World RRSP Lenders Corp., Kimberly DeThomas,
SUBJECT leremy Sabourin, William Wrixon, Emerald Willow
Holdings, Ltd., Red River Holdings Company Lid., and
Twilhngate Holdings, Lid. (collectively, the “Canadian
NDG Defendants™), Northway Financial Corp., Lid., and
Northway Broker, Ltd. (collectively, the “Maltese
Defendants™) — ENF Matter Nofeis

Recommendation

The Bureau should settle with the Canadian ND'G Defendants and the Maltese
Defendants (collectively, the “Defaulimg Defendants™) under the parameters
described ifllf-':
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. Overview

As set forth mn the July 1, 2015 decision memorandum in this matter and the
complaint filed on July 31, 2015 in the Southern District of New York, the Bureau
has alleged that defendants engaged in an illegal international online payday
lending scheme that targeted United States consumers, From Canada and Malta,
defendants originated. serviced, and collected payday loans that were void in
whole or in part under certam state laws. Further, defendants msrepresented that
tederal and state law did not apply to the loans, and used deceptive and unfar
tactics 1o secure repayment of the loans. Defendants operatedthe scheme as a
common enterprise with shared ownership, management, business luncltions,
addresses, olfice space and emplovees located in Canada and Malta,

o HE
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I1. Recommendation to Settle

The Bureau should settle with the Defaulimg Delendants on certam substantive
and procedural terms, as set forth below;

LN
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EER

V.

Conclusion

The Burean should settle with Defaulting Defendants consistent with the terms in

Bl

Attachments

Tab 1:
Tab2:
Tab 3:
Tab4:

Diraft Decision Memorandum from the Acting Dhrector

Bureau's Frst Amended Complamnt
Decson Memorandum for the Dwector to Fike Suit
Bureau’s Maotion for Default Judgment
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Recommendation Memorandum for Decision Clearance
Sheet

I gﬁﬁjecﬂﬁﬂcunﬂnfﬁﬂe
Rec memo re authority to enter into settlement with NDG Financial Corp.,
E-Care Contact Centers, Lid., Blizzard Interactive Corp., New World
Consolidated Lending Corp., New World Lenders Corp., Payroll Loans First
Lenders Corp., New World RRSP Lenders Corp.. Kimberly DeT homas, Jeremy
Sabourin, William Wrinon, Emerald Willow Holdings. Lid.. Red River
Holdings Company Lid., and Twillingate Holdings, Lid., Northway Financial

_ Corp., Lid.. and Northway Broker, Lid. : —
Mame of Document Office Telephone Extension
Owner SEFL FO A09744

Catherine Latell

i ———

Approved by (name of Associate or Assistant Director)
Chris D'Angelo, Eric Blankenstein

This submission completed EAP on 11/5.
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Case 1:15-cw-05211-Ch  Document 47

UNITED STATES DISTRICT COURT

Filed 12/11/15 Page 1 of &0

SOUTHERN DISTRICT OF NEW YORK

Consumer Financial Protection Burean,
Plaintiff,
v,

ND{G Financial Corp.. Northway Finaneial
Corp., Ltd., Northway Broker, Ltd., E-
Care Contact Centers, Lid., Blizzard
Interactive Corp., New World
Consolidated Lending Corp., New Waorld
Lenders Corp., Pavroll Loans First
Lenders Corp., New World RRSP Lenders
Corp., Peter Ash, Sagewood Holdings,
Ltd., Kimberly DeThomas, Jeremy
Sabourin, William Wrixon,

Defendants,

Peter Ash, Sagewood Holdings, Lid., Paul
Ash, Knightsbridge Holdings Ltd., Paul
Grelian, usteqr BoC, Lul, Kimberly
DeThomas, Emerald Willow Holdings,
Ltd., Jeremy Sabourin, Red River
Holdings Company Ltd., William Wrixon,
Twillingate Holdings Lid.

Relief Defendants.

Case No, 15cvs211 (CM)

FI D COMP

The Consumer Financial Protection Bureau (Bureau) brings this action against

NDG Financial Corp., Northway Finaneial Corp., Ltd., Northway Broker, Ltd., E-Care

Contact Centers, Ltd., Blizzard Interactive Corp., New World Consolidated Lending

Corp., New World Lenders Corp., Payvroll Loans First Lenders Corp., New World RRSP

Lenders Corp., Peter Ash, Sagewood Holdings Ltd., Kimberly DeThomas, Jeremy

Sabourin, and William Wrixon ( Defendants). The Bureao also names Peter Ash,

Sagewood Holdings. Ltd., Paul Ash, Knightsbridge Holdings, Ltd., Paul Grehan,

n562752, B.C. Lid., Kimberly DeThomas, Emerald Willow Holdings, Ltd., Jeremy

CFPB-19-1051-A-000391
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Case 1:15-cv-05211-CM Document 47 Filed 12/11/15 Page 2 of 60

Sabourin, Red River Holdings Company, Lid., William Wrixon, and Twillingate
Holdings Ltd., as Relief Defendants (eollectively with Defendants, the NDG Enterprise).
I! ] N

1. Defendants, operating through a maze of interrelated companies,
originate, service, and collect pavday loans that are void in whoele or in part under state
law in sixteen states including New York, Defendants deceive consumers into believing
that federal and state laws do not apply to the Defendants or the loans, Defendants also
use various unfair and deceptive tactics in securing repayment of the payday loans.

4. The Bureau brings this action under the Consumer Financial Protection
Act of 2010 (CFPA), 12 U.5.C. §5 5531(a), 5536(a), 5564(a); and the Credit Practices
Rule, 16 C.F.E. §444.1(a), §444.2(a)3)(i}-(iii). This action secks permanent injunctive
relief; restitution; the refund of monies paid; disgorgement of ill-gotten monies; and
other equitable relief for Defendants’ violations of the CFPA and the Credit Practices
Rule,

JURISDICTION AND YENUE

3. This Court has subject-matter jurisdiction over this action because it is
brought under “Federal consumer financial law," 12 U.S.C. § 5564(a)(1), presents a
federal guestion, 28 U.8.C. § 1321, and is brought by an agency of the United States, o8
LL5.C § 1345.

4. Venue is proper in this district becanse a substantial part of the events or

omissions giving rise to the claims occurred here and Defendants do business here. 28

U.8.C. & 1301(h); 12 1.S.C. § 5564(1).

P
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PLAI

5 The Bureau is an independent ageney of the United States Government
created by the CFPA. 12 1.5.C, § 5491{A). The Bureau is charged with enforcing federal
consumer financial laws. 12 U.5.C. §§ 5563, 5564.

6. The CFPB 5 authorized to initiate federal district court proceedings in its
own name and through its own attorneys to address violations of federal consomer
financial law, including the CFPA. 12 U.5.C. § 5564(a)-(b}. Sections 1031 and 1036{a) of
the CFPA, 12 U.5.C. §§ 5531 and 5536(a), prohibit unfair, deceptive, or abusive acts or
practices, or other violations of federal consumer finaneial law, by any eovered person or

service provider.

= The NDG Enterprise ineludes a collection of commonly controlled
companies located in Canada and Evrope that function as a seamless unit to offer
unlicensed and vsurions pavday loans over the Internet to US consumers.

8. The NDG Enterprise, which includes Sagewood Holdings Lid.,
(Sagewood), Peter Ash, Knightsbridge Holdings Ltd. (Knightsbridge), Paul Ash,
oghze7se B.C. Ltd. (o562752), Paul Grehan, Emerald Willow Holdings, Lrd., (Emerald
Willow), Kimberly DeThomas, Red River Holdings Company, Lid. (Red River), Jeremy
Sabourin, Twillingate Holdings Ltd., (Twillingate), William Wrixon, NDG Financial
Corp., (NDG Financial), Northway Financial Corp. Ltd. (Northway), Morthway BEroker
Ltd., (Northway Broker), E-Care Contact Centers Lid, (E-Care), Blizzard Interactive

Corp. (Blizzard), New World Lenders Corp. (NWL), New World Consolidated Lenders

Ladl
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Case 1:15-cv-05211-CM Document 47 Filed 1211715 Page 4 of 60

Corp. (NWCL), Payroll Loans First Lenders Corp. ( PLFL), and New World RRSP
Lenders {(NWRRSP), have collectively operated the payday lending seheme under
common control and ownership.

0. From approximately zoos until 2013, Sagewood owned 50.1% of NDG
Financial shares, Knightsbridge owned 39.8%., and 0562752 owned 10.1%.

10.  Dmring this period, NDG Financial owned, directly or indirectly, the other
NDG Enterprise corporations.

1. Inapproximately zoog, the NDG Enterprise reorganized resulting in all of
the Canadian corporations (E-Care, Blizzard, NWL, NWCL, PLFL, NWRRSP) being
owned, directly or indirectly, by NDG Financial and all of the European corporations,
including Defendants Northway and Northway Broker, being owned by New Northway
S5.A, (New Northway).

12.  After the reorganization, Sagewood owned 50.1% of NDG Financial and
New Northway; Knightsbridge owned 39.8% of each and 0562752 owned 10.0%.

13.  On or about September 1, 2013, Sagewood transferred its majority interest
in NG Financial and New Northway to Emerald Willow, while the remaining interests
were transferred from Knightsbridge and 05662752 to Red River and Twillingate

14,  Priorto the transfer, Defendant and Relief Defendant Peter Ash held
50.1% of NDG Financial and New Morthway shares through his 100% interest in
Sagewood.

15.  Prior to the transfer, REelief Defendant Paul Ash held 39.8% of NDG
Financial and New Northway shares through his 100% interest in Knightsbridge.

16.  Prior to the transfer, Relief Defendant Paul Grehan held 10.1% of NDG
Financial and New Northway shares through his 100% interest in 0562752,

4
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17.  Defendant NDG Financial 15 a Canadian corporation with its principal
place of business at Suite 200, 15225 104th Avenue, Surrey, British Columbia.

18, NDG Financial has also listed Suite 400, 15225 104% Avenue, Surrey,
British Columbia as its address.

15,  NDG Financial lists its repistered office mailing address at Suite 97334,
Four Bentall Centre, P.O. Box 49116, 1055 Dunsmuir Street, Vancouver, British
Columbia,

20.  ND{G Financial is a privately held global e-commerce company focused on
providing payday loans in the United States over the Internet through its subsidiaries
and affiliate companies.

21,  From approximately 2oos to 2013, NDG Financial was owned by
Sagewond, Knightshridge and 0562752,

22.  NDG Financial is currently owned by Emerald Willow, Red River, and
Twillingate.

23.  Atall times material to this Complaint, NDG Financial, acting through its
affiliates (Northway and Northway Broker) and subsidiaries (E-Care and Bhizzard),
advertised, marketed, originated, serviced, and collected on the extension of credit in
the form of payday leans to consumers residing in this district and throughout the
United States.

24.  Those activities are “consumer financial serviees” under the CFPAL 12
US.Co §aq8us)(A), (A1), (Adx).

25, NDG Financial provided “material services™ to its affiliates and
subsidiaries in order to facilitate the NDG Enterprise’s pavday lending activities. NDG
Financial personnel established and managed banking and payment processing

£
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relationships with US-based service providers on behalf of its subsidiaries and entitics
with which it 18 under common control. NDG Finaneial is therefore an “affiliate,”
*service provider,” and “covered person” under the CFPA. 12 UL5.C. § 5481(1), (6)(B),
(26)(A)E).

26,  Defendant Northway, registered as a private limited lHability company
under the Malta Companies Act of 1995 and licensed by the Malta Financial Services
Authority (MFSA), has its principal place of business located at Level 8, Plaza
Commercial Centre, Bisarza Street, Sliema, Malta,

27.  Northway, as the lending arm of the NDG Enterprise payday loan
operation, extends credit to US consumers in the form of pavday loans using a series of
Internet “doing business as” wehsites, including CashTransterCenters.com;
PRLYrect.com; 247Greenstreet. com; GreenPicket.com; PavdayAvenue.com;
CashTaxi.com; PixyCash.com; SonicPayday.com; and Zipig.com (the DBA websites).

28.  Northway is directly or indirectly owned and operated by NDG Finanetal
or its affiliates or related parties.

29,  Northwav provides a “consumer financial product or service,” and is
therefore a "eovered person”™ under the CFPA. 12 U.S.C. § 5481(6)(A), (15)A)). Iris
also a “lender” under the Credit Practices Rule. 12 C.F.R. § 444.1(a).

530.  Defendant Northway Broker, Ltd. (Northway Broker), registered as a
private limited liability company under the Malta Companies Act of 1995 and licensed
by the MFSA, shares its principal place of business with Northway in Sliema, Malta.

1.  Northway Broker provides money brokering services to US consumers

applying for payday loans from Northway via the DBA websites.
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2.  Northwav Broker generates revenue by charging broker fees for
Morthway's loan transactions as well as Non=-Sufficient Funds (NSF) fees to consumers
that default on payment,

33 Northway Broker is divectly or indirectly owned and operated by NDG
Financial or its related parties or affiliates.

34.  Northway Broker provides a “consumer financial product or service™ and
is therefore a “covered person” under the CFPA. 12 U.5.C. § 5481(6)(A), (isHANI) It is
also a “lender” under the Credit Practices Rule. 12 CF.R. § 444.1(a).

35  Northway Broker also provides “material services™ to Northway by
contracting with credit reporting agencies that provide background information on
potential Northway loan applicants. It is therefore also an *affiliate” and “service
provider” under the CFPA, 12 1LS.C. § s548101), (26)(A).

36.  Defendant E-Care, incorporated in Canada, was formerly known as Payroll
Loans, Lid, and is a wholly owned subsidiary of NDG Financial,

97.  E-Care shares both its principal place of business and registered office
address with NDG Financial.

38.  E-Care has also used Suite 400, 153225 104 Ave, Surrey BC as its address,

39.  E-Care has an additional location at Suite 300, 433 Main Street,
Winnipeg, Manitoba.

4. E-Care collects payday loans extendesd by Northway, which constitutes a
"consumer financial service” under the CFPA and makes E-Care a "covered person”
under the CFPA. 12 US.C, § 5481(5)(A), (15)(A)(x), (6).

41.  E-Care also provides "material services” to Northway by managing
Northway's relationships with banks, Third Party Payvment Processors (TPPP), and

T
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credit reporting agencies, which makes it an “affiliate” and “service provider” under the
CFPA. 12 U.5.C. § 5481(1), (26)(A).

42, Defendant Blizzard is a Canadian incorporated, wholly owned subsidiary
of NDG Financial with its principal place of business at Suite 500, 433 Main Street,
Winnipeg, Manitoba.

43.  Blizzard also shares an address with NDG Financial and E-Care.

44.  Blizzard identifies potential payday loan customers for Northway by
senerating a demographic profile of its target costomers, including their state of
residence.

45,  Blirzard then sends this profile to third-party lead generators and pavs a
fee for anv leads referred.

4b.  Blirzard is therefore an “affiliate.” “service provider,” and *covered person”
under the CFPAL 12 U.R.C. § 5481(1), (6], {26).

47.  Defendants NWL, NWCL, PLFL and NWRRSP (the Funding Entities) are
NDG Financial wholly owned subsidiaries or affiliates located in Canada that assist in
raising funds for the payday lending operation.

48. Northway uses the funds raised by these entities to extend loan princlpal
to US consumers.

49. NWLis a private company incorporated under the laws of British
Columbia in 2005 and is a wholly owned subsidiary of NWWCL.

so. NWLlists ils address at Suite 200, 15225 104% Ave., Surrev, BC V4R 6Y8.

51.  NWCL is a private company incorporated under the laws of British

Columbia and is a wholly owned subsidiary of NDG Financial.
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52, PLFL was a private company incorporated under the laws of British
Columbia and in 2013, listed 15 address at Saite 200, 15225 104™ Ave, Surrey BC,
Canada.

53. PLFL was dissolved on July 22, 2014.

54. NWERRSP was a private company incorporated under the laws of British
Columbia and in 2012, listed its address at Suite 200, 15225 104™ Ave,, Surrey, BC V3R
6YH.

55.  NWRRSP was dissolved on November 20, 2013

56.  NWL, PLFL, and NWRRSP were established primarily as vehicles to
provide funding to NWCL which in turn provides funds to Northway,

57. By raising money on behalf of Northway, which Northway then lends to
S consumers in the form of loan prinapal, the Fuonding Entities participate in the
operation and maintaining of the NDG Enterprise’s pavday lending service and are
therefore NDG Financial and Northway “affiliates,” “service providers,” and "covered
persons” under the CFPA. 12 U.S.C. § 5481(1), (6). (26].

58,  Defendant Sagewnod is a Canadian corporation that has its registered
office mailing address at Suite 200 8837 — 201 Street, Langley, BC VaY oC8,

59.  Individual Defendant Peter Ash is 100% owner of Sagewood as well as its
sole director and officer.

60, During time periods relevant to this Complaint, Peter Ash listed a business
address al Suite 400 15225 104% Avenue, Surrey, British Columbia.

61.  Until September 1, 2014, Sagewood controlled a 50.1% share of NDG

Financial.

L

CFPB-19-1051-A-000399

Page 399 of 548



Case 1:15-cv-05211-CM Document 47 Fied 12/11/15 Page 10 of 60

62,  During time periods relevant to this Complaint, Sagewood controlled a
50.1% share of New Northway, which was formerly known as Northway S.a.r.l.

63.  New Northway owns 100% of the shares in Cumberland Holdings Lid.
{Cumberland).

64. Cumberland owns 99.9% of the shares in Northwav and Northway Broker.

5.  Sagewood and Peter Ash, its 100% owner, are therefore “related persons™
and “covered persons” under the CFPA. 12 ULE.C. § 5481(6), (23).

66, Internal NDG Enterprise documents refer Lo Peter Ash as a shareholder of
the “NDG Group of companies,” which ineluded, NDG Financial, E-Care, Blizzard,
NWL, NWCL, NWRRSF, PLFL, New Northway, Cumberland, Northwaiy and Northway
Broker.

f7.  Peter Ash was an officer and director of NG Financial, Northway,
Naorthway Broker, Blizzard, E-Care, NW1L, NWCL, and New Narthway, and was charged
with managerial responsibility over those entities during time periods relevant to this
Complaint.

68, Sagewood and Peter Ash materially participated in the affairs of NDG
Financial, New Northway, and the NDG Enterprise and are therefore “related persons™
and “covered persons” under the CFPA. 12 UL8.C. §5481(6), (25).

69. Relief Defendant Emerald Willow lists its address at Suite 200, 15225
104 Ave, V3R 6YE.

70.  Emerald Willow currently controls a majority of shares in NDG Financial,

71.  Emerald Willow is therefore g “related person” and “covered person”

under the CFPAL 12 U.S.C. § 5481(6), (25).

Y]
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72.  Individual Defendant and Relief Defendant Kimberly DeThomas
{ DeThomas) is the Chief Exceutive Cfficer of NDG Financial and E-Care and is charged
with managerial responsibility over those entities.

73.  DeThomas is Chief Executive Officer (CEQ), President, and Director of
NWL.

74.  DeThomas is a Director of NWCL.

75.  DeThomas was CEO and President of NWRRSF at the time of its
dissodution in 2013,

76.  DeThomas was a Director of PLFL at the time of its dissolution in 2014.

77, DeThomas is a Director of Northway.

78, DeThomas is a Director of Northway Broker.

79.  DeThomas is a Director of Blizzard.

80. DeThomas is therefore a “related person” and “coversd person” under the
CFPA. 12 US.C. §5481(6),(25).

81.  Indvidual Defendant and Relief Defendant Jeremy Sabourin (Sabourin) is
the Chief Operating Officer of NING Financial.

82,  Sabourin is President of Blizzard.

832, Sabourin is an officer or director of E-Care, NWL, NWCL, PLFL,
NWRRSP, and Red River Holdings Co., Ltd. {Red River).

84.  Sabourin is charged with managerial responsibility ever NDG, E-Care,
Blizzard, NWL, and NWCL.

#5.  Sabourin is therefore a “related person” and “covered person” under the

CFPA 12 US.C. §548106),(25).
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86. Individual Defendant and Relief Defendant William Wrixon (Wrixon) is
the Chief Financial Cfficer of NDG Finaneial, Blizeard, and NWIL.

87, Wnxon is also an officer or director for E-Care, Blizzard, NWRRSF, PLFL,
NWCL, and Twillingate.

88. Wrixon is charged with managerial responsibility of NDG, E-Care,
Blizzard, NWL, and NWCL.

Hg.  ‘Wnixon is therefore a “related person” and *covered person” under the
CFPA_ 12 US.C. §5481(6),(25).

g0,  Relief Defendant Knightsbridge was incorporated on November g, 2004 in
British Columbia,

g1.  Knightsbridge has listod its registered office at Suite 3344, Four Bentall

Centre, P.O. Box 49116, 1055 Dunsmuir Street, Yancouver B.C., V7X 1G4 during time

periods relevant to this Complaint.

g2,  Knightsbridge owned 30.8% of shares in NDG Financial and New
Northway during time periods relevant to this Complaint.

g3.  Relief Defendant Paul Ash was the sole director, officer, and shareholder
for Knightsbridge during time periods relevant to this Complaint.

94.  Knightsbridge and Panl Ash materially participated in the affairs of NDG
Financial, and the NDG Enterprise and are therefore “related persons” and “covered
persons” under the CFPA. 12 US.C. §5481(6), {25).

95  Relief Defendant oz62752 (formerly Blackrock Capital Corp.) was

imcorporated on April 0, 1998 in British Columbia,
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gh.  o562752 has listed its registered office at Suite 3394 Four Bentall Centre,
P.0). Box 49116, 1055 Dunsmuir Street, Vancouver, B.C., V7X 104 during time periods
relevant to this Complaint.

g7. 05062752 owned 10.1% of shares in NDG Financial and New Northway
during time periods relevant to this Complaint.

g8,  Relief Defendant Grehan was a director and sharcholder of 0562752
during time periods relevant to this Complaint.

99. o562752 and Grehan materially participated in the affairs of NDG
Financial and the NDG Enterprise and are therefore “related persons™ and “eovered
persons” under the CFPA. 12 US.C. §5481(6), (25).

100, Relief Defendant Red River holds shares in NDG Financial and has
matenally participated in its affairs.

101, Red River is therefore a “related person™ and “covered person” under the
CFPA. 12 U.5.C. §5481(6), (25).

102, Relief Defendant Twillingate holds shares in NDG Financial and has
materially participated in its affairs.

103.  Twillingate is therefore a "related person” and “covered person”™ under the
CFPA. 12 US.C. §r481(6),(25).

COMMON ENTERPRISE

104.  Sagewood, Peter Ash, Knightshridge, Paul Ash, 0562752, Grehan, Emerald
Willow, Kimberly DeThomas, Red River, Sabourin, Twillingate, Wrixen, NDG Financial,
MNorthway, Northway Broker, E-Care, Blizzard, NWCL, NWL, PLFL, and NWRESF have
operated as a common enterprise (the NDG Enterprise] while engaging in the unfair,
deceptive, and abusive acts and practices and other violations of law deseribed below,

13
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105. The NDG Enterprise has conducted its business practices through an
interrelated network of companies that have common ownership, management,
business functions, addresses, office space, and employees.

106.  In addition, the NDG Enterprise has distributed funds collected from US
eonsumers amongst its various entities using shared bank aceounts located in the US
and Canada,

107. Because these entities have operated as a common enterprise, each of the
named Corporate and Individual Defendants is jointly and severally liable for the acts
and practices alleged below.

STRUCTURE OF THE ND{G ENTERPRISE

108. The NDG Enterprise is split into two groups: (1) the European Group and
(2) the Canadian Group.

10g.  Below are NDG Group organizational charts for the European Group and

the Canadian Group in 2009;
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110.  From 2005 ontil September 1, 2013, both the European and Canadian
Groups of NDG Enlerprise entities were owned and controlled by Sagewood {50.1%
eomtrol), Knightshridge (30.8% contral), and 0562752 (10.1% control ).

111.  After September 1, 2014, control over both the European and Canadian
Groups was transferred to Emerald Willow, Red River, and Twillingate.

112.  The NDG Enterprise routinely combined the financial statements of its
European and Canadian groups, and in those financial statements referred to the

enterprise as the “NDG Group” or “NDG Financial Group.”
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113. From at least as early as 2000 to 2012, a big four accounting firm
performed an external audit of the combined financial statements of the Exropean and
Canadian Groups of NDG Enterprise entities. The audit was sent to the shareholders:
Sagewood, Knightsbridge, and og6z752.

114. The 2010 audit included Defendants NDG Finaneial, E-Care, Blizzard,
NWCL and NWL in the Canadian Group. It included New Northway, Camberland, along
with Defendants Northway and Northway Broker in the Furopean Group.

115. The 2o1o audit stated that “the entities included in the combined financial
statements are all under common control. These combined financial statements have
been prepared to represent the results of the Companies” pavday lending operations.”

116. The 2010 audit also deseribed the nature of NDG Enterprise operations:

“The Companies operate an Internet-hased payday lending business. The

Compames specialive in providing angsconrved ghadt-term lnans over the

Internet to U8, European and Australian consumers with immediate cash

needs, All of the Companies' marketing takes place over the Internet, Over

6% of the Companies” business is conducted with US consumers.”

HISTORY OF THE NDG ENTERPRISE

117, The NDG Enterprise created a “Corporate Fact Sheet” for service providers
that deseribed the history of the enterprise.

118. A wversion of the “NDG Corporate Fact Sheet,” created in approximately
2010, included the following statements:

a. “Company Profile: NDG Financial Group is a privately-held global e-
commerce company focused on providing short-term unsecured
consumer loans in the United States, Australia and the United
Kingdom. The products and services provided in stated regions are
through Northway Financial Covporation Lid. and Northway Broker

|7
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Lid. which are licensed and regulated financial institutions under the
Malta Financial Services Authority (MSFA)"

b. “Corporate Headguarters: NDG Financial Corp., Suite qoo-15225,
1o4th Avenue, Surrey, BC, Canada VR 6Y8, Tel. 1-604-587-6500."

¢. “European Operations: Northway Financial Corp. Ltd.. Northway
Broker, Ltd., Level 8, Plaza Commercial Centre, Bisazza Street, Sliema,
Malta SLM 1640, Tel: 3z6-22606800."

d. "Management: Kimberly DeThomas, Chief Execuative Officer; Jeremy
Sabourin, Chief Strategy Officer; William Wrixon, Chief Financial
Officer.”

¢. “Sharcholders: Poter Ash, 50.1%: Paul Ash, 39.899%, Paul Grehan,

10001 %, "

. “Websiles: www.ecarecenters.com= E Care Contact Centers (Contact

Center); www.blizzardi.com- Blizzard Interactive (Internet Marketing);
www.cashtransfercenters.com- CashTrasnferCenters.com (US);

www, paydayAvenue com- PaydayAvenue com (US);

www_ptldirect.com- PRLDirect.com {(US): www.sonicpavday.com-

SonicPavday.com(US); www.zipig.com-- Ziprg.com (US);

www.greenpicket.com- GreenPicket.com (US]."

g “November 1995: Payroll Loans Lid. was born with its first retadl outlay
in Surrey, British Columbia, Canada. Peter Ash, with Master degree
and an entrepreneur joined the operation.”

h. “May 1998: Winnipeg call eentre opened and Kim DeThomas was the
first employee hired by Peter Ash.”

I8
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i. “November 1999: Peter Ash commenced on-line business under Payvroll
Loans Direet.”

J- “March zooo:; Paul Ash joined the company as Chief Information
Technology Officer.”

k. “2oo02: Joremy Sabourin, an entrepreneur with his own internet
business, joined the operation in charge of marketing and strategic
growth; total number of collectors reached 27.°

L. “December 2o004: Peter Ash, Paul Ash and Paul Grehan acquired the
group of companies; monthly sales surpassed USD $25M.7

m. “May 2005: Northway Financial Corporation Ltd. and Northway
Broker, Ltd. were incorporated, both Malta Financial Services

Authonty licensed financial institutions within European Union.”

n. “August 2005: E-Care Contact Centers Litd. and Blizzard Interactive
Corporation were ereated, Kim DeThomas and Jeremy Sabourin were
appointed as Presidents with respective operations.”

0. “October zoos: NDG Gronp begins to own and operate Northway
Finaneial Corporation Lid. and Northway Broker Lid.”

p. “February 2006: New proprietary loan processing svstem called
“Whitebox' goes live,"

. “April zoo7: Peter & Paul Ash met with Maltese Prime Minister
Lawrenee Gonzi at Northway offices in Sliema, Malta.”

119. A version of the NDG Corporate Fact sheet circulated in 2011 identified the
shareholders as Sagewood Holdings, Ltd. (50.1%), Knightshridge Holdings, Ltd.
(39.890%), and Blackrock Capital, Lid. {10.001%).

19
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DEFENDANTS BUSINESS PRACTICES

120, Since 2005, the NDG Enterprise, through its commonly controlled
entities, has extended high-cost, short-term loans, also known as payday loans,
exclusively over the Internet to consumers in all fifty of the United States.

121,  The NDG Enterprise entities work together as a seamless unit, all in
sapport of the overall payday lending operation (as described in the 2010 external
audit),

122, Blizzard identifies customers for Northway's loans by purchasing leads
from lead generstion companies.

123,  Consumers apply for loans via DBA websites managed by Northway
Broker.

124. The Funding Enhities generate the capital to fund the loans that Norfhway

makes lo US consumers.

125.  Northway originates the loans.

126, E-Care collects the debts.

127.  NDG Financial, Blizzavd, and E-Care personnel establish and manage
Northway's US-based serviee provider relationships required for continued funding and
operation of the lending enterprise.

Blizzard Identifics Potential Consumers for Northway's Loans

128, Blizzard establishes required demographic criteria for the consumers to
whom it seeks to market the NDG Enterprise’s loans.

12g, Blizzard then sends its required criteria to the lead generators.

130.  Ome of the criteria that Blizzard uses to identifv customers is the
consuimer's state of residency. For example, in June 2013, Blizzard targeted consumers

20
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residing in the United States, with the exception of Georgia, Pennsvlvania, Puerto Rico,
West Virginia, American Samoa, Guam, Mariana Islands, and North Dakota.

131.  In June 2013, Bhzzard worked with a lead generator to target consumers
residing in New York and New Jersey,

122,  Blizzard maintains software that redirects its purchased leads to the DBA
websites,

Consumers Access Northway's Loans Through the DBA Websites

133. Each DBA website server has been physically housed (aka “hosted”™) with
Canadian and US-based telecommunications companies using the following domain
name servers associated with E-Care: dnst.ecarecenters.net, dns2 ecarecenters.net, and
dnsq.ecareconters.net.

134. A publicly available domain name search indicates that the DBA websites

use servers physically located in the United States or Canada.

135. Inorder to apply for a loan via the websites, the consumer must first
establish a personal website account by creating a user name and password.

136,  Once the account 13 created, the website prompts the consumer to enter
the amount for which he or she is applying.

137.  Consumers are required to enter their checking account number, social
security number, date of birth, and home address.

138, The websites further indicate that the loan funds will be disbursed directly

into the consumer’s cheeking aceount through an ACH eredit.
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The NDG Enterprise Disburses and Heeeives Funds via ACH transfer

139. The NDG Enterprise uses US-based banks, pavment processors, and
money transmitters to transfer funds to and from US consumers, typically through
Automated Clearing House (ACH) credit and debit entries.

140, In order to disburse funds to and collect fands from US consumers
through the ACH network, NDG Financial and E-Care employees established and
maintained accounts with several US-based Originating Depository Financial
Institutions, Third Party Pavment Processors, and money services transmitlers in the
name of several NDG Enterprise entities, including Northway, Northway Broker, New
Morthway, Cumberland, and Blizzard.

141. Originating Depository Financial Institutions (*ODFIs™) are financial
institutions that initiate credit and debit entries via the ACH svstem,

142. Third Party Payment Processors ("TPPPs”} are nonbank companies that
process ACH and other types of payviments on behalf of their merchant clients using
accounts thev establish with ODFIs.

143. NDG Financial employees communicate with its ODFIs and TPPPs using
e-mail accounts belonging to NDG Financial, Northway, and E-Care.

144. Forexample, Northway's Treasury Manager, working out of NDG
Financial headquarters in Surrey, BC, sent e-mails using @ndgfinancial.com and
@ecarecenters.com add resses,

145. NDG Enterprise personnel have also established affiliated aecounts at a
Canadian financial institution on behalf of NDG Enterprise entities.

146. Northway loan repayments are deposited into Northway's accounts with a

US-based ODFL
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147. NDG Enterprise personnel then wire loan repayments from Northway's
L'S-based ODFI accounts through correspondent accounts located in New York ta its
Canadian-based accounts which are then funneled to and between affiliated entity
accounts, including Sagewood, Knightsbridge, Blackrock (now o562752), NDG
Financial, E-Care, Blizzard, NWL, NWCL, NWERRSP, PLFL, and Northway.

148. The NDG Enterprise, using one New York correspondent banking
institution for northbound wires and a second New York correspondent banking
institution for southbound wires, conduocted hundreds of wire transactions between ils
depository accounts located in the United States and Canada,

14%9. Consumers also repaid Northway loans via wire payments through money
transmitter services.

150. E-Care set up relationships with US-based money transmitter service
providers in order to collect Northway loans that US consumers took out through NDG's
DEA websites,

151. Bank records indicate that since July 21, 2011, the NDG Enterprise has
collected, at least, an estimated $500 million in Northway loan repavments from US
eonsumers via ACH and money transmitter service repayments,

NDG Enterprise Loan Characteristics

152. The NDG Enterprise originates, services, and collects paydayv loans in all
fifty states, including states such as New York, in which those loans have no legal effect
because they violate state usury caps and licensing requirements.

153. The loans are generally short term (14 days), ranging from $100-81500

with finance charges between 510.08 and $26.08 per $100 borrowed.
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154.

In addition, some loan agreements include a wage assignment clause that,

by its terms and conditions, is not revocable and does not contain an opt-oul provision.

155-

According to the wage assignment clause, if the consumer defaults on the

loan for more than seven days from the date that payment is due, the consumer

authorizes the NDG Enterprise to instruet the consumer’s employver to pay the

outstanding loan amount directly to the NDG Enterprise from the consumer’s wages.

156,

In numerons instances, Defendants, pursuant to wage assignment clauses

signed by consumers, received money divectly from the consumers’ employers’ payroll

accounts via ACH debit entries.

157,

Records from one of Defendants’ ODFI's shows ACH debit entries from

various business entity accounts that Defendants admit, in correspondence with that

ODFL, represent loan repayments pursuant to consumer wage assignment clanse

authorizations.

158.  Below is a sample chart on the CashTaxi.com website from May 2013

disclosing the cost of the loan in terms of both a flat fee and annual percentage rate:

Loan Term Loan Amount | Tolal Fees Days ina APR

| (days) o [ | Year |

14 $100.00 S22.08 365 599.12%
14 $100.00 | $25.08 365 67734 %
14 $100.00 | $26.98 365 703.41%
14 | $500.00 | $114.00 465 599.12%
14 $500.00 §120.60 365 O77.34%
14 H500.00 £134.90 365 20%.41%
14 H1000, 000 S2a0.80 365 500.12%
14 | $1000.00 $250.80 | 365 677.34%
14 H1000.00 52064,50 265 703.41%
14 H1500.00 5344.70 365 500, 12%
14 $1500.00 $374.70 365 677-34%
14 $1500.00 $404.70 | 365 703-41% ]

24
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Defendants’ Collechion Practices

150. Once the loan is disbursed to the consumer, E-Care collects delinguent
pavments on behalf of the NDG Enterprise.

160,  E-Care, using the name of the DBA wehbsite through which the consumer
selected the loan, contacts delinguent consumers by phone, e-mail, and letter, restating
the consumer™s obligation to repay the principal and interest in full, along with a $30.00
NSF fee, and a $20.00 late payment fee,

161, In numerons instances, the NDG Enterprise, through E-Care, falsely
represented to consumers that non-payment of debt would result in lawsuit, arrest,
imprisonment, or wage garnishment, despite lacking the intention or legal authority to
take such actions.

169 Tnfact the NTWT Faterprice had no intention of siing individoalg in the
United States,

1649. In correspondence with an ODFL, Defendants admitted that they do not
sue individuals in the United States.

164.  The NDG Enterprise also has no intention of emploving wage garnishment
as a collections technique.

165.  In correspondence with an ODFL Defendants admitted that they do not
employ wage gamishment in the United States.

166, Between Julv 2011 and 2014, the NDG Enterprise furnished information to
credit reporting agencies on trade lines belonging to consumers residing in all fifty
states, including approximately at least 15,000 trade lines belonging to New York

resicdents,
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Defendants’ Assertions of Federal and State Law Immunity

167, Some of the loan agreements issued by Northway and Northway Broker on
hehalf of the NDG Enterprise expressly claimed that Northway and Northway Broker
were not subject to any laws of the US federal government or any state,

168. The loan agreements also agserted that US federal and state laws did not
apply to Northway and Northway Broker, the consumer’s account, or to the terms of the
loan agreement.

16g.  In response to consumers that contacted Defendants to report a
complaint, dispute a charge, or request reimbursement, Defendants asserted that the
consumers’ state laws did not apply.

170, For example, Defendants frequently sent a form letter to complaining
consumers, which stated:

"If you take a moment to review the attached loan agreement,
vou will see that Northway Financial Corporation Lid, is a
Financial Institution licensed and regulated in accordance with
the European Union (EU) Directives. As such, the laws of the
Republic of Malta (member State of the European Union), not
the state of [consumer’s state of residence | applies to its terms.
We provided you with this notice so that you would understand
the terms of your loan.”

171, Inresponse to hundreds of complaints against Northway for alleged
violations of consumer proteetion laws, several states have issued cease and desist
arders to Northway, directing it to stop extending unlicensed loans that do not comply
with various state consumer lending law protections,

172. Those states inclode: Michigan (2014}, California (2008, 2012, 2013, and
2014), Virginia {2013), New Hampshire (2o11), Maine (2011), Oregon (2011}, and

Pennsyivania {2010).

2t
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173. Insome instances, after receiving the cease and desist orders, the NDG
Enterprise continued to originate, serviee, ot collect loans in those states.

174.  Since at least 2008, the NDG Enterprise responded to state regulators in
many instances through a Malta-based law firm, which sent a form letter stating:

We act for Northwav Financial Corporation Limited (NF) and Northway

Broker (NB) Limited...[o]ur clients carry on their business exclusively in

Malta. They do not carry on business, they do not have facilities, or employ
any staff anywhere in the State, or anywhere else in the United States of

America, Our client has no subsidiary or related company carrying on any

business in the State or any other State of the United States of America...

175.  The letters generally concluded with the following statements:
"Accordingly, we cannot agree with the Desist and Refrain order which states that

elients are in breach of [state law].” or “[alecordingly, we cannot agree that either of NF

or NB have transacted business in the state and,/or are subject to the provisions of state

-

I

176.  In zoos, E-Care set up an account with a money transmitter service to
callect Northway loan repayments from US consumers.

177 In doing s0, it provided a false address to the money transmitter service.

178.  An internal e-mail bebween employees of the money transmitter, dated
August 11, 2005, indicated that E-Care's Collections Manager “want[ed] to keep the BC
address and refercnces to them being in Canada to a minimum as far as the customer is
eoncerned. We had to use a US address to set them up...please make sure to work with
[the Collections Manager] to clearly communicate whatever vou decide on for ‘city,

state’ at the training and in our system.”

27
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179. Accordingly the E-Care address for processing repayment of Northway
loans was listed as Suite 400, 15225 104" Ave,, Los Angeles, CA 90013—a non-existent
address,

180, Inlate zooy, a US state regulator notified E-Care that bazed on consumer
complaints, E-Care was collecting debts without a license in violation of state
regulations.

181, On December 18, 2007, DeThomas sent a written response that she signed
in her capacity as President of E-Care, stating:

We have received your letter of November 26, 2007, referting to

‘information” indicating that we are 'servicing or collecting payments on

supervised loans.” We have no knowledge of the information to which yvon

refer. We operate a telephone call service center in Winnipeg and Surrey.

We do not make loans, take any assipnment of loans or undertake direct

collection of pavments or enforee rights against consumers in respect of

such loans. In fact, we do not provide these services to any lender.
Howewer we dio act for a lnan hroleer

182, On July 154, 2000, DeThomas sent a second written response that she
signed in her capacity as President of E-Care, stating: “In reviewing vour original
correspondence we believe that we have addressed your concerns. We reafhirm that E-
Care Contact Centers Lid. does not at present collect debt from residents of [the state],
nor do we plan to in the future.”

189. Northwav then sent two letters in response to the state regulator, dated
December 16, 2004 and February 2, 2010, asserting that: (1) E-Care provided customer
service support to Northway and Northway Broker, {(2) E-Care was not engaging in any
debt collection activity in the state, and () all debt collection activity regarding the state

was completed at Northway's offices in Malta,
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184. According to records from the monev transmitter service, a relationship
that E-Care emplovees established in 2005 and maintained into 2014, residents of the
state in question sent over 554 loan repayments to Northway Financial totaling
$210,006.46 between 2010 and 2014,

185. The address for Morthway's receiver aceount for each of these transactions
wWas Suite 400, 15225 104" Avenue, Los Angeles, CA go013.

The NDG Enterprise Made Conflicting Statements Regarding the
Application of Federal and State Law Based on its Audience

186,  In contrast to what it told consumers and regulators, the NDG Enterprise
knew, as far back as 2005, that it was subject o U8 state and federal law, and that its
loans were unlicensed, exceeded state interest rate caps, and as & consequence likely
void and/or unenforceable.

17 RBetween snns and snrg, NWWT iesned sghtesn Difering Memos o
potential investors, generally issuing two each vear.

188. The memos warned potential investors that: (1) Northwav's loans were
regulated by various US state and federal agencies and subject to state usury laws,
general small loan laws, and laws setting maximum fees, (2} Northway and its payday
lending competitors had been subject to lawsuits seeking to void repayment of the loans
involved., (3) although Northway loans were secured by wapge assignments, there was a
risk that Northway could not enforee the wage assignments, and (4) there was a risk that
if US state regulators applied interest rate caps to Northway's loans, they would be
unenforceable.

185. From 2005 toJune 2009, the NWL Offering Memoranda were signed by

Peter Ash, Paul Ash and Panl Grehan, in their capacities as officers and directors, under

29
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the statement that: *[t]his offering memorandum does not contain a
misrepresentation.”
190.  The June zg, 2000 NWL Offering Memorandom warmed investors that:
“An APLE's marketing efforts and the representations APLEs make about

their products and services may also be subject to federal and state unfair
and deceptive practices statutes. The Federal Trade Commission enforces
the Federal Trade Commission Act and the state attornevs general and
private plaintiffs enforee the analogons state statutes...We can provide no
assurance that APLEs are in compliance with applicable state laws.”

191.  The offering memo defined APLE as “Affiliated Payday Loan Entities”
which means “any Pavday Loan entity that is an Affiliate of NWCL, which brokers or
advances a Payday Loan Lo a Loan Reciplent.” This definition includes Northway and
Northway Broker.

192, In contrast, to the NDG Enterprise’s 2004 warning to potential investors,
in snnfl Grehan <igned a letter azsuding a TPPP cervice premvider that Narthway
complied with all US state and federal laws:

“Northway's practices are conzistent with the requirements of US,

European and Australian consumer protection statutes...in our dealings

with LS consumers, our business practices are compliant with Regulations

# B and E. Furthermore, all collection practices at Northway are

consistent with the “Fair Debt Collection Practices Act...all laws related to

the eollection of debt in the jurdsdiction in which the customer resides are

adhered to at all times.”

193.  In 2o, an emplovee for the TPPP referenced the 2008 Grehan letter in an
internal e-mail describing NDG Enterprise business practices, abserving that the
policies “had not changed.”

194. In further contrast to what it told consumers, the NDG Enterprise, in an

application filed with a US bank in order to process ACH transactions, acknowledged

that it was subject to US federal law:

At
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*US Operations are governed under federal law. As detailed by
NIM: [Financial]'s management, US companies can operate
either under the Federal law or State law, and are subject to the
regulations and taxes according to the choice of law, As NDG
[Financial] is an Internet company with no physical location in
any state, NDG [Financial] opted to be regulated under Federal
law, which provides it the freedom to operate across differing
states. Challenge with opting for Federal law is the company is
oecasionally subjeet to cease and desist orders from States who
are unaware thev are operating under Federal law."

195. The 2zo1o external andit placed the NDG Enterprise on notice that its
payviday lending operations were subject to US federal and state law.

196, The 2010 andit report stated that: (1) the NDG Enterprise was subject to
extensive regulation in the jurisdictions In which it operated; {2) there was a rsk that
regulatory authorities in those jurisdictions would apply specific lending legislation on
loans issued to borrowers residing in those jurisdictions; (3) there was a risk that the
NDG Enterprze was vinlating specifie lnan legiclatinn in the barrowses” juridietions:
and (4) that the interest rates on NG Enterprise loans would exceed the maximuom
permissible rate of interest in some borrowers’ jurisdictions, thus making the borrowers’
abligations legally unenforeeable.

197, According to the audit, the NDG Enterprise informed the auditor that it
conducted buasiness in accordance with the applicable laws of the respective
jurisdictions.

198.  According to hank records, in 2012, the WDG Enterprise discontinued its
relationship with the aceounting firm that conducted that audit, and replaced it with

Facet Advisors, a local accounting firm in Vancouver that also serves as Sagewood's

registered office,

3l
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190, TFurther, records show that an ODFI serviee provider met with NDG
Enterprise personnel to express concerns about the Enterprise’'s complianee with federal
and state laws.

200, The NDG Enterprise responded by claiming it did not need to comply with
state licenzing requirements because its US operations were governed by federal law and
that it was “federally registered.”

201, In2o11, one of the New York based correspondent banking institutions
that processed NDG Enterprise wire transactions refused to process further transactions
becauss of concerns over the NDG Enterprise’s compliance with US state and federal
law.

an2,.  In Angost 2013, the Mew York Department of Financial Services (NYDFS)
sent a letter to Northway instructing it to cease and desist from offering and eollecting
void loans to and from New York consumers.

203. Between August 5 and September 2, 2013, Northway sent a letter to New
York consumers, in which it stated that it would no longer offer loans to New York
CONSUITETrs:

Northway Finaneial Corporation Lid has decided to no longer provide

loans to residents of the State of New York., Northway is incorporated in

the European Union and licensed as 8 regulated Financial Institution. It

has alwavs ndhered strictly to the terms of its license conditions, followed

tederal U.S. law and treated all of its customers, including those in New
York, with the utmost fairness and respect.

204, On September 3o, 2013, DeThomas received an e-mail, with a subject line,
“Tribal Opportunity” in which a colleague provided a mutual introduction between

DeThomas and a potential venture capital partner: "Kim runs a great online lending
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company out of Canada and [potential partner] is working with a large, well-capitalized
tribe to start a loan program.”

205.  InaSeptember 30, 2013 NWL Offering Memorandum to potential
investors, the NDG Enterprise adimitted that under the terms of Northway's license with
the MFSA. it was required to comply with national federal, state, and provincial truth-
in-lending and fair debt collection practices in the jurisdiction in which each Loan
Recipient resides.

206. In that memo, the NDG Enterprise also announced that it wouold attempt
to seek “Tribal Immunity”™ by setting up relationships with Native American Tribes
located in the US:

It is intended that any arrangements entered into by our Affiliates with

Tribal Lenders will be with Tribal Lenders that qualify as federally

recognized Native American tribes in the Unated States, that operate in the
Consinmer Teamding Tndustey and that mest the lesal and repulatory
reqquirements to benelit from sovereign immunity.

207. The offering memo also stated that the NDG Enterprise could not provide
any “assurance that ASTLE's or any other entity our Affiliates do business with that are
involved in the Consumer Lending Industry are in compliance with all the laws of the
jurisdiction in which Loan Recipients reside.”

208. The September 30, 20103 offering memo defines "ASTLEsS™ as Affiliated
Short Term Lending Entities, which, like the 2000 offering memao, include Northwav
and Northway Broker.

209. The September 30, 2013 Offering Memorandum was signed by DeThomas
(as Chief Executive Officer, President, and a Director), Sabourin (as Director) and
Wrixon (a3 Chief Financial Officer, Secretary, and a Director) under the heading: *This
offering memorandum does not contain a misrepresentation.”

i3
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INDIVIDUAL ROLES

2i0.  In 2005, Peter Ash, Paul Ash, and Grehan (the Onginal Owners) built the
NDG Enterprise and devised its strategy and practice of extending unlicensed, triple
digit interest rate loans to consumers residing in New York and throughout the United
States,

211.  The original NDG Enterprise stracture, devised by the Original Owners,
largely remains in place and has been maintained by DeThomas, Sabourin, and Wrixon
{the Current Owners).

2005-2009; The Original Owners Put the Pieces in Place

212,  The Original Owners, between 2005 and 2004, exercised comprehensive
control over NDG Enterprise operations,

213, In 20085, E-Care, with Peter Ash as President and CEO, Paul Ash as Vice
President and Chief Information Officer, and Paul Grehan as Chief Financial Officer,
established a relationship with a money transmitter service for the purpose of collecting
loans the NDG Enterprise extended to US consumers using the internet.

214. In 2005, the Original Ovwners incorporvated Blizzard, with Peter Ash as
President, Paul Ash as Secretary and Paul Grehan as Treasurer.

215.  In 2005, Peter Ash was a director for both Northway and Northway
Broker.

216.  The Malta Finaneial Services Authority (MFSA), upon issuing a license to
both Northway and Northway Broker, issued a media statement on Seplember 7, 2005
describing the newly licensed institutions as “subsidiaries of Northway Financial s.a.r.1,

a company in Luxembourg which in turn is part of the NDG Group based in Canada. The

14
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NDG Group specializes in providing unsecured short-term loans over the Internet to
U1.5., Canadian, Irish and LK. consumers,”

217, In 20085, the Original Owners incorporated NWL and NWCL

218,  The June zg, 2009 NWL Offering Memorandum described NDG
Enterprise operations and the roles of the Original Owners:

A, “We are a private British Columbia company established primarily as a
funding vehicle to provide funding to NWCL which in tarn provides
funds to APLEs.”

b. “Peter Ash: (Director, President and Promoter sinee incorporation) For
the last six vears, [Mr. Ash] has provided strategic leadership to APLEs
and is presently responsible to provide complete leadership throughout
the group.”

c. “Paul Ash: {Director, Secretary and Promoter since incorparation) Paul
is the primary architect of the suite of unigue technology services that
have facilitated APLEs' rapid growth. He coordinated the development
and implementation of a new customer relationship management
{CRM) soltware system across the group of APLE companies,”

d. “Paul Grehan: {Director, Treasurer and Promoter sines incorporation)
Mr., Grehan has been associated with APLEs since 20049 and 13
responsible for corporate finance.”

e. “Potential Subscribers must appreciate the conflicts of interest which
exist as a result of our principals being officers, directors and
shareholders of both the Issuer, NWCL, the APLE's and their
Affiliates.”

35
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The Original Owners Dominated Control Over NDG Enterprise entities
219. Beginning in at least 2007, Peter and Paul Ash established affiliated
private and commercial bank accounts at a major Canadian financial institution under
the following names:
a. Privare Banking: Beaufort Investments, Ltd., Compark Investments,
Ltd., Sagewood Holdings, Ltd., Knightsbridge Holdings, Ltd., Peter
Ash, Panl Ash.
b. Commercial: Compark Investments, Lid. & Beaufort Investments Lid.,
NDG Financial Corp, Northway Financial Corporation L1d., Cross
Canada Financial, Inc,, E-Care Contact Centres, Ltd., Blizzard
Interactive Corp., New World Consolidated Lenders Corp., New World

Capital, Ltd., Payroll Loans First Lenders Corp., New World Lenders
Corp., New World RRSP Lenders Corp., Red River Holding Company,

Ltd., Emerald Willow Holding, Ltd., Twillingate Holdings, Lid., Cross
Canada Financial Limited Martnership.

220, Bank records show that in 2007, Peter Ash, Paul Ash, and Paul Grehan
possessed signing authority over a Blizzard bank account with a US-based ODFL, which
empowerad them to:

a. Authorize drafts/instruments for the payvment of money from Blizzard
accounts,

b. Open or close accounts and sign signature cards for such aceounts,

¢. [Issue mstructions with respect to the transfer or pavment of Bhizzard

funds on deposit with the bank.

£l
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221, In 2007, Peter Ash signed a “Cash Management Services Master
Agreement” with the same bank in his eapacity as a Director of Northway Broker.

222, In signing this document, Peter Ash authorized himself, Paul Ash, Paul
Grehan and other officers of the NDG Enterprise, to execute domestic and international
wire transfers on behalf of Northway Broker.

229, Bank records show that until 2011, Peter Ash possessed similar signing
authority over a Northway account at the same bank.

224. In 2008, Peter Ash was appointed director of New Northway.

225.  In August 2004, an account review at a Canadian financial institution
indicated that Northway transferred money from an account in which it deposited US
eonsumer loan repayments, to accounts belonging to Sagewood, Knightsbridge and
0562752 (formerly Blackrock).

226 Thatl same account review showed that Northway internally transferred
money from its US consumer loan repayment deposit account to affiliated accounts
belonging to E-Care, Blizzard, NWCL, and NWL.

227, An Augnst 2o1o account review at the same institution revealed that
money originating from Northway's deposit account for US consumer loan repayments
was funneled to accounts belonging to Knightsbridge, 0562752 as well as to individuals
with “signing authority:™ DeThomas, Sabourin, and Wrixon.

228. Bank records show that in approximately October 2010, Peter and Paul
Asgh used cash reserves from Sagewood and Knightsbridge to finance a real estate
transaction on behalf of two real estate companies they controlled, Beaufort

Investments, Ltd. and Compark Investments, Lid.
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220, During a routine review of these accounts, a bank official sent an internal
e-matl on May 20, 2011, stating that "the investigative notes seem to indicate a
concerming flow of funds through intercompany accounts that normally indicates kiting
or money laundering, The investigative notes also point out that the operation of the
accounts does not support the stated business of these companics... There are cortainly
many ‘red flags’ here.”

2000: The Original Owners Transfer Day-To-Day Managemoent to the
Current Owners, While Continuing to Collect Dividends

230. Beginning in 2009, the Original Owners began transferring day-to-day
management of NDG Enterprise operations to DeThomas, Sabourin, and Wrixon, while
maintaining control over the NDG Enterprise as sharcholders.

231.  The December 2009 NWL Ofering Memorandum, signed by DeThomas,

Sabourin, and Wrixon, deseribed the roles of the Current Owners:

a. “Kimberly DeThomas {(Director and President sinee November 25,
2009): Ms. DeThomas has worked for the Issuer for over 11 years and
currently serves as the Chief Executive Officer of the NDG Group of
Companies. Ms. DeThomas has overseen reeruitment, training,
development, and oversll management of NDG's workforce with in
Canada and overseas for the past several years as well as the launching
of [NWL's| product into existing markets and new markets.”

b. “Jeremy Sabourin {Divector sinee November 25, 200g): Mr. Sabourin
has worked for the Issuer for 7 years and currently serves as the Chief
Stratepy Officer for the NDG Group of Companies. During his seven
years, Mr. Sabourin led all marketing efforts for NDG and oversaw the

38

CFPB-19-1051-A-000428

Page 428 of 568



Case 1:15-cv-05211-CM Document 47 Fied 12/11/15 Page 39 of 60

launch of multiple lending entities in the United States at various price
points, Mr. Sabourin was alse the creator of the [ssuer’s proprietary
eustom scoring algorithm which predicts and manages the Issuer’s bad
debt.”
e. “Bill Wrixon: (Dircetor and Secretary since November 25, coog): Mr.
Wrixon joined the Issoer in February 2009,
232, In May 2009, DeThomas was appointed director of Northway.
233. In August 2004, Peter Ash resigned his position as director in Northway
and Northway Broker.
234. In November 2004, DeThomas was appointed director of Northway
Broker.

235. Ina 2010 bank review of NDG Enterprise accounts, the bank histed
Sagewood (50.10%) and Knightsbridge (39.809%) as “entity owners” with 25% or more

ownership in NDG, Peter Ash as 100% shareholder of Sagewoad, Paul Ash as 100%
shareholder of Knightsbridge, and DeThomas (CEQ), Wrixon (CFO), and Sabourin
(C50) as "controlling parties.”

236. NDG Enterprise profits are primarily paid out in dividends 1o the
shareholders. In 2010, the NDG Enterprise collected $157 million in revenue, with a net
profit of $33 million.

237.  As of November 30, 2011, DeThomas, Sabouorin, and Wrixon were
authorized with signature authority for Blizzard bank accounts at a US ODFL

238, On December 1, 2011, Wrixon signed a Certificate of Account Resolutions

with the ODFI indicating that he was Secretary of Blizzard, with custody of its corporate

9
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records and confirming the list of individuals anthorized to sign on behalf of the
eorporation.

239. According to notes from a bank relationship manager based on interviews
with Grehan and Wrixon in 2o11, after transferring day-to-day operational control, the
Driginal Owners continued to collect dividends from loans targeted to US consumers,
while providing “strategic direction at the board level.”

240. Those notes also indicated that the Original Owners continoed to have a
strong influence over the NG Enterprise, "with many of the business practices in NDG
reflective of the beliefs of ownership.”

241, Om March 14, 2013, Sabourin, in his capacity as Blizzard President,
personally signed an agreement with a US lead generator for its services in locating

potential Northway loan recipients in the United States.

Peter Ash used Sagewood as a Vehicle for Real Estate Ventures Unrelated to
the Pavday Lending Enterprise

242,  On June 23, 2011, Langley Holdings Corporation ( Langley Holdings) was
established in Washington State, The registered agent was a Seattle, Washington law
firm.

243. Peter Ash was listed as Langley Holdings' sole officer, with an address of
Suite 200, 15127 100" Ave in Surrev, BC.

244. Between August 4, 2011 and November 14, 2013, Sagewnnd, using &
correspondent account based in New York, wired 853,081 to the registered agent for
Langley Holdings.

245. Beltween December 1, 2011 and October 10, 2013, Sagewood, using a

correspondent account based in New York, sent three wire transactions totaling

A
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£11,136.64 to a civil engineering firm located in Washington State, the first on behalf of
Langley Holdings and the last two for Compark [nvestments, Ltd,

246.  On September 5, 2013, four days after transferring its controlling interest
in NDG Financial, Sagewood wired $5,141,336.84 to a title company located in
Washington State, labeled as "escrow for 32125 Weverhaeuser.”

247. Un September g, 2013, Langley Commercial Investments purchased 32125
Weverhaeuser Way S, Federal Way, Washington, o800,

248. Peter Ash is the sole officer of Langley Commercial.

249, Langley Commercial lists its mailing address at 15127 100t Ave, #200,
Surrey, BC V3R 0Ng, which is the same address histed for Langley Holdings,

a5, Poter Ash operates a charitable organization with the same address as
Langley Holdings and Langley Commercial.

251.  On Sepltember 10, 2013, Sagewood wired $3,129.06 to the same title
company located in Washington State.

a5, On August 17, 2015, Langley Holdings was deactivated.

STATE LAWS PROTECTING CONSUMERS
WHO TAKE OUT SMALL DOLLAR LOANS

254. Inaddition to extending payday loans in states that have affirmatively
tried to stop Defendants from selling unlicensed and illegal payday loans to their
eitizens, Defendants have onginated, semaced, and collected on leans that consumers
are not abligated to pay, in whole or in part, based on state licensing regulations or
nsury caps that render non-compliant loans, such as those offered by Defendants, void.

254. Many states protect consumers from harmiul practices associated with the

arigination, servicing, and collechion of payday loans.
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255.  Such legal protections include restrictions upon the types of entities which
may engage in these types of transactions, licensing requirements, and civil and eriminal
nsury limits.

256. Loans that violate these laws are declared void, meaning that the lender
has no legal right to colleet, and the borrower is not obligated to pay, some or all of the
principal or interest on the loan.

Interest-Rate Caps
257. The following states have enacted laws that render payday loans void if
they exceed the usury limit:
a. Arkansas, whose state constitution provides that all contracts with
interest in excess of 17% “shall be void as to principal and interest. . . .”

Ark. Const, amend. 8g, 8% 3, 6(b);

b. Minnesota, which caps interest rates for (a) written loan contracts at
&% absent applicability of another statute, Minn, Stat. § 334.01, subdiv.
1; (b) consumer short-term loans ($1,000 or less) at 21.75% APR, or
the total of 33% a year on the part of the unpaid balance up to $1,125
and 19% & year on the part of the unpaid balance above $1,125,
Minn. Stat. §47.59, subdiv. 3(a); and (¢) consumer small loans (single
installment loans of $350 or less) at 7% of loan principal between $101-
$250 and 6% of loan prineipal between $251 and $350. Loans that
exceed these rates are void and the borrower has no obligation to pay
any amounts owing on them. Minn, Stat, §5§ 334.03, 47.60, subdiv. 6,

47.601, subdiv. 6{h};
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¢. MNew Hampshire, which prohibits annual interest rates ahove 6% for
pavday loans (capped at $500) and loans of 810,000 or less. N.H. Rev.
Stat. 8§ 300-A:17, 300-Anz2(l). Loans that do not comply with those
restrictions are void, and the lender has no right to collect any
principal, charges, or recompense. N.H. Rev, Stat. § 399-A:11(V);

d. New York, which prohibits any person or corporation not licensed by

the state of New York from “directly or indirectly chargling], tak[ing)
or receiv]ing] anv interest . . . at a rate exceeding” annual interest of

16% on covered loans, N.Y. Gen. Oblig. Law § 5-501; N.Y. Banking Law
& 14-a(1). Loans that exceed the rate are void. N.Y. Gen. Oblig. Law § 5-
511; see also Szendahelyl v. Harris, 490 N.E.2d 517, 522-23 (N.Y. 1986)

(*[A] usurious transaction is void ab mifio . ..."); and

e. North Carolina imposes a cap on loans §25,000 and under, which is
the greater of 16% or the latest published noncompetitive rate for U.S,
Treasury bills with a six month maturity as of the fifteenth dav of the
month plus six percent (6%) rounded to the nearest one-hall of one
percent, N.C. Gen, Stat. 88 24-1.30a)(1), (¢). North Caroling also places
a tiered set of interest-rate limits with a maximum of 30% on loans
below $15.000 and repayable between 12 and 96 months, N.C. Gen,
Stat. § 53-176(a). Loans $15,000 and under that violate those
provisions are void, and the lender has no rght to collect, receive, or
retain any prineipal or charges. N.C. Gen. Stat. § 53-166(al.(d).

258, Colorado prohibits annual interest above 12% on unpaid balances for

consumer loans other than supervised loans. Colo. Rev. Stat. §§ 5-1-301(12), (15)(a), 5-2-
43

CFPB-19-1051-A-000433

Page 433 of 568



Case 1:15-cv-05211-CM Document 47 Fied 12/11/15 Page 44 of 60

201(1). Consumers are relieved of the obligation to pay any charge that exceeds these
limits and are entitled to a refund from the lender or assignee for any excess amount
that they paid. Colo. Rev. Stat. § 5-5-201(2).
25g. Defendants made loans to consumers in Arkansas, Minnesota, New
Hampshire, New York. and North Carolina that charged interest at rates exceeding
those allowed by the laws of the respective states, and therefore, those loans are void.
260, Defendants made loans to consumers in Colorado that charged interest at
rates exceeding those allowed by Colorado law, and therefore, consumers were relieved
of the obligation to pay charges in excess of the legal limits.
Licensing Requirements
261,  The following states have implemented licensing regimes that include
measures aimed at preventing and penalizing harmful consumer lending practices:
Arzona, Colorado, inois, Indiana, Kentucky, Massachusetts, Minnesota, Montana,
New Hampshire, New Jersey, New Mexico, New York, North Carelina, Ohio, and Utah.
The licensing regimes in these states reflect substantive consumer-protection concerns
by, for instance:
a. ensuring that licensees possess the requisite charaeter, integrity, and
experience (Ariz. Rev. Stat. § 6-603(F)a); Colo. Rev. Stal. § 5-2-
302(2); Ind. Code § 24-4.5-3-503(2); 200 Mass. Code Regs. 20.03;
N.C. Gen. Stat. § 53-168(a}2); N.H. Rev. Stat. § 300-A-4(I);
N.Y. Banking Law § 542); and
b. ensuring compliance with loan-term and disclosure regulations by
requiring compliance examinations and investigations by state
regulators as well as recordkeeping and annual reports (Ariz. Rev. Stal
4+
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£§ 6-607, b-b0B{A), 6-b0a(A)-(D); Colo. Rev. Stat. §§ 5-2-304, 5-2-
305; Ind, Code § 24-4.5-3-505; Mass, Gen. Laws ch, 140 % g7-00; N H.
Rev. Stat. §§ 300-A:6, 309-A:10; N.Y. Banking Law §§ 348, 3449; N.C.
Gen, Stat. 8§ 53-184).

262, These state licensing statates reflect the strong public pelicy interest in
ensuring that entities secking to engage in the consumer-lending business are vetted
and supervised by regulators for compliance with consumer protections and other laws.

2663. The following state laws render payday loans void if they are made without
a license. If a covered loan is made without a license in the following states, the entity
has no right to collect from consumers, or the consumers have no obligation to repav
certain loan amounts:

a. Arzona, which voids covered loans of $10,000 or less that are made or

procured without a license, and the lender has no right to collect any
principal, finance charges, or other fees in repayment of such loans,
Ariz, Rev. Stat, §§ 6-601(5)-(7), 6-602(B], 6-603(A), 6-613(b);

b. Ilinois, which voids payday loans made after January 1, 2013, without
a license, and the person who made the loan shall have no right 1o
eollect, receive, or retain any principal, intervest, or charges related to
the loan, 205 Ill. Comp. Stat, §§ 122/1-10, 122/4-10(h);

c. Indiana, which voids small loans and consumer loans made without a
license and the debtor has no obligation 1o pay either the principal o
finance charges on such loans, Ind. Code §§ 24-4.5-7-104, 24-4.5-7-

400, 24-4.5-3-502(3)(5), 24-4.5-5-202(2),;

45

CFPB-19-1051-A-000435

Page 435 of 548



Case 1:15-cv-05211-CM Document 47 Fied 12/11/15 Page 46 of 60

d. Kentucky, which voids covered loans of $15.000 or less if the interest
rate exeeeds 8% and the loan is made without a license, as well as
unlicensed deferred deposit transactions, and the lender has no right to
collect any principal, charges, or recompense whatsoever on such
loans, Ky, Rov. Stat. Ann, §8 086.4-001(1), 286.4-420, 360.010(1);
286.9-010(5},{14).(21), 286.9-020, 286.9-035(1).

€. Massachusetts, which voids eovered loans of $6,000 or less if interest
and expenses on the loan exeeed 12% a vear and the loan is made or
purchased without a license, and the lender or purchaser has no right
to eollect monev in repayment of such loans, Mass, Gen. Law. Ch. 140,
5§ 96, 1105

f. Minnesota, which voids small, short term, and regulated loans made

without a license, and the borrower is nol obligated to pay any amounls
owing on such loans, Minn, Stal. 5% 47.50 subdiv. 1(k), 47.60, subdiv,
1{a), subdiv. &, 47.601, subdiv. 1(d), subdiv. 6(b)(1), 56.19, subdiv. 3;

g. Montana, which voids deferred deposit loans made as of April 24, 2013
that are made without a license, Mont, Code Ann. §§ 31-1-703(5)c), 31-
1-71z(2 )

h. MNew Hampshire, which voids covered loans of $10,000 or less that are
made without a license, and the lender has no right to collect such
loans, N.H. Rev, Stat. §8 3o0-A:1(X), (XI). 300-A:2(1), (IV);

i. MNew Jersey, which voids consumer loans of $50,000 or less that are
made without a license, and the lender has no right to collect or receive
any principal, interest, or charges on suech loans, unless the act was the
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result of good faith error, N.J. Rev. Stat, §§ 17:11C-2, 17-11C-3, 17-11C-
33(b);

j. New Mexico, which voids loans of $2,500 or less made by & person
with no license, and the lender has no right to collect, receive, or retain
any prineipal, interest, or charges whatsoever on such loans, N.M. Stat.
§ 58-15-3A

k. New York, which voids personal loans of 825,000 or less that are made
without a license and where the interest or other charge exceeds that
permitted to a licensee, and the lender has no right to collect such
loans, N.Y, Banking Law §8 440, 355

. NMorth Carolina, which voids covered loans of 15,000 or less that are
made or secured for repayment without a license, and any party in
violation shall not colleet, receive, or retain any prineipal or charges
with respect to such loans, N.C. Gen. Stat. § 53-166(a), (d);

mi. Ohio, which voids loans of $5,000 or less that are made without a
license, and the lender has no right to collect, receive, or retain any
prineipal, interest, or charges on such leans, Ohio Rev. Code Ann,

§ 1331.02; and

n. Utah, which voids deferred deposit loans made after May 8, 2012 by
persons who have not registered with the Department of Financial
Institutions, and the lender has no right to collect, receive, or retain
any principal or other interest or fees in connection with the loan, Utah

Code Ann. §§ 7-24-102(7), 7-23-201(1)(a)i).(7).
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264. Colorado relieves the consumer’s ohligation to pay finance charges to the
lender or assignee where the lender or assignee has failed to obtain the requisite license.
Colo. Rev. Stat. 8§ 5-5-201(1), 5-2-301{a}a), (b), 5-1-301(17).

265. Defendants were not licensed to make loans in any US state.

a66. Defendants made loans to consumers residing in Arizona, IHlinois,
Indiana, Kentucky, Massachusetts, Minnesota, Montana, New Hampshire, New Jersey,
New Mexico, New York, North Carolina, Ohio, and Utah, and those loans are void
because of Defendants’ failure to aequire the required licenses.

267,  Defendants made loans to consumers residing in Colorado, and those
consumers were relieved of the obligation to repay finance charges because of
Defendants’ failure to acquire the required licenses,

Summary of States in Which
Nelendant<’ Taoans Ave Vaid in Whale o i0 Par

268, Defendants’ loans were void in the following states based on state licensing
law, state usury law, or both: Arizona, Arkansas, Hlineis, Indiana, Kentuely,
Massachusetts, Minnesota, Montana, New Hampshire, New Jersey, New Mexico, New
York, North Carolina, Ohio, and Utah.

264. Colorado relieves consumers of the obligation to repay excess fees and
finance charpes for loans that exceed interest rates limits or are issued without a license.

270. These states are hereinafter referred to as the "Subject States.”

44
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VIOLATIONS OF THE CONSUMER

Unfair, Deceptive, or Abusive Acls or Praclices

271, Sections 1031 and 1096 of the CFPA, 12 U1.8.C. §6 g5q1(a) and 5536(aM1),
prohibit a “covered person” or “service provider” from engaging in “any unfair,
deceptive or abusive act or practice.” 12 U.S.C. §§ 5531{a), 5536{a){1{B).

272,  Anact or practice is unfair if it canses or is likely to cause substantial
mmjury to consumers that consumers cannot reasonably avoid themsehves and that 35 not
outweighed by countervailing benefits to consumers or competition, 12 U.8.C. § 5531(c).

273, Anacl or practice is abusive if it materially interferes with the ability of a
eonsumer to understand a term or condition of a consumer finanecial product or service.
12 U.S.C. §5531(d).

o774 Anact aF practioes 1w alas abncive if it takes nnreazonable advantage ol a
lack of understanding on the part of the consumer of the material risks, costs, or
eonditions of the product or service, 12 U.S.C. § 5531(d).

Count 1
Deception Relating to the Collection of Loan Payments which Consumers Iid Not Owe

275. The Bureau realleges and incorporates by reference paragraphs 1-274 of
thiz Complaint.

276,  Through the actions set forth above, Defendants represented expressly or
by implication that consumers residing in the Subject States were obligated to repay
loan amounts, an obligation that in fact did not exist because the loans violated state

licensing and/or usury laws that declared such amounts void.
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277.  Through the following actions, Defendants reinforeed the
misreprescntations that consumers were obligated to pay debts that were void in the
Subject States:

4. Sending executed loan agreements;

b. Sending demand letters for payment;

¢. Originating ACH debit entries from consumer bank accounts;

d. Offering and accepting repayment through money service transmitters;
and

e. Contacting consumers by telephone to demand repayment,

278,  Defendants falsely represented that they had the legal right to collect
certain loan payments for loans that were void under state law.

270, Defendants falsely represented that consumers had the legal obligation to

pay the loan amounts for loans which were void under state law.

280. In numerous instances, consumers residing in Subject States were nol
under a legal obligation to repay the void amounts.

281,  Defendants” misrepresentations were likelv to mislead reasonable
CONSLMETs,

282, Defendants’ misrepresentations were material.

281, Defendants’ misrepresentations, actions, and matenially incomplete

statements constitute deceptive acts in violation of 12 US.C. § 5536(al1(B).
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Count Il
Unfairness Relating to the Collection of Loan Payments that Consumers Did Not Owe

284. The Bureau realleges and incorporates by reference paragraphs 1-283 of
this Complaint.

285, Defendants coused substantial infury by foreing consumers residing in the
Subject States to pay illegal amounts that they did not owe.

286, Consumers were unlikely to know that Subject States” usury laws and
licensing requirements rendered Defendants’ loans void, and thus consumers were
unable to avoid paving illegal amounts to which Defendants were not entitled.

287,  Consumers conld not reasonably avoid paving illegal amounts because
Defendants repeatedly aszerted that state law did not apply to the loan agreements.

288, The imures sustained by eonsumers residing in the Subject States were
not outweighed by conntervailing benefits o consumers or to competition.

28g, Defendants’ actions constitute unfair acts in violation of 12 U.5.C,

§ s536{a1HEB).
Count 111
Abusiveness Relating fo the Collection of Loan Payments that Consumers Did Not Owe

290,  The Bureau realleges and incorporates by reference paragraphs 1-28g of
this Complaint.

291.  The consumer's legal obligation to repay is a material term, cost, and
condition of the loan,

292, Asset forth above, Defendants materially interfered with consumers’
ability to understand that they were not under legal abligation to repay the loan
amounts that were void under stale law,

51
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293. Consumers residing in the Subject States likely were unaware that
Defendants lacked the legal authority to collect the loans becanse the loans violated
nsury and licensing laws in those states.

204. Defendants took unreasonable advantage of consumers' lack of
nnderstanding regarding the enforceability of the loans by collecting debts to which
Defendants were not legally entitled and by repeatedly asserting that state law did not
apply to the loan agreements,

295. Defendants’ actions constitute abusive acts in violation of 12 U.8.C.

§ s5a6(a)(1)(B).
Count IV
Deception Relating to Applicability of US Federal and State Law

2g6. The Bureau realleges and incorporates by reference paragraphs 1-295 of
this Complaint.

297. Inloan agreements and communications with consumers, Defendants
represented that they and the loan agreements were not subject to US federal or state
kaw.

208. By contrast, Defendants told their service providers that they are, in fact,
subject to US federal law.

209, In fact, Defendants are subject to US federal and applicable state law.

300,  Defendants’ external auditor placed Defendants on notice that they are
subject to the laws of the borrowers” jurisdictions.

301, Defendants told service providers that their practices complied with US
eonsumer protection statutes and laws related to the collection of debt in the
jurisdiction in which the customer resides.
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gqoz. Defendants’ representations that they were not subject to US federal or
applicable state law were likely to mislead reasonable consumers.

q0%. The governing law applicable to the parties and their respective rights and
responzibilities relating to the loans was a material condition of the produet,

q04. Defendants’ representations that they were not subject to US federal or
applicable state law were material.

g05. Defendants’ representations constitute deceptive acts in violation of
12 U.5.C. § 5536(a)1MB).

Count V
Abusiveness Relating to Applicability of US Federal and State Lo

q06. The Bureau reallepes and incorporates by reforence paragraphs 1-305 of
this Complaint,

307. Defendants’ loan agreements and its communications with consumers
materially interfered with consumers’ abilities to understand thet US federal and
applicable state laws applied to Defendants and governed disputes arising from the use
of Defendants’ loans.

308. The governing law applicable to the parties and their respective rights and
responsibilities relating to the loans was a condition of the product,

5300, Defendants’ actions constitute abusive acts in violation of 12 U.5.C.

§ 55360a)(1)(B).
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Count VI
Deception Relating to Consequences of Non-Payment
(As to Corporate Defendants NDG Financtal, Northway, Northway Broker, E-Care,
Blizzard, NWL, NWCL, PLEL, NWRRSP and Individual Defendant DeThomas)
310.  The Bureau realleges and incorporates by reference paragraphs 1-309 of
thiz Complaint.
q11.  Defendants, in numerous instances, represented to consumers that non-
pavment of debt would result in lawsuits, arrest, imprisonment, or wage garnishment.
312, When the Defendants made these representations, they did not intend to
take the threatened actions.
913, Defendants did not have the legal authority to take some of the actions

thev threatened.

314. Defendants’ representations were designed to increase the ikelihood that

consuimers would repay the debl.

q15.  Defendants admitted to their ODFI service provider that, “in order to
zarnish wages Northway would have to get a judgement [sic] first. Since Northway does
not sue individuals in the United States, wage garnishment is not available to Northway
as a method to collect form US customers. In addition, Northway has no intention in
emploving garnishment as a collection technigue.”

916, Defendants’ representations to US consumers regarding the actions
Defendants would take were false and misleading and constitute deceptive acts in

violation of 12 U.8.C. § 5536{a)1)(B).
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VIOLATION OF THE CREDIT PRACTICES RULLE

317.  The Credit Practices Rule (CPR) s a rule promulgated by the Federal
Trade Commission (FT'C) under Section 18 of the FTC Act, 15 U.5.C. § 57a.

318.  The Bureau is authorized to enforce a rule prescribed under the FTC Act
by the FTC with respect to an unfair or deceptive act or practiee to the extent that such
rule applies to a covered person or service provider with respect to the offering or
provision of a consumer financial product or service as if it were a rule prescribed under
section 1031, 12 U.S.C. § 5531, of the CFPA. The Bureau therefore may enforce the CPR.
12 UL5.C, § 5581(b)(5)0B )i},

919,  The CPR defines a “lender” as “a person who engages in the business of
lending money to consumers within the jurisdiction of the Federal Trade Commission.”
16 C.F.R. § 444.1(a).

320. Northway and Northway Broker are *lenders” as defined under the CPR
and are “eovered persons” under the CFPA.

921, The Credit Practices Rule prohibits lenders. in connection with the
extension of credit to consumers, from taking or receiving from a consumer an
obligation that constitutes or contains an assignment of wages or other earnings unless:
(i} the assignment by its terms is revocable at the will of the debtor, (i) the assignment
13 a pavroll deduction plan or preauthorized payment plan, commencing at the time of
the transaction, in which the consumer authorizes a series of wage deductions as a
method of making each payment, or (iii) the assignment applies only to wages or other
earnings already earned at the time of the assignment, 16 C.F.R. § 444.2(a)(3).

32z. The Bureau is authorized to bring a civil action against any person that
violates the CPR. 12 U.8.C. 8 5564(a), 5581(h}{5)(B){ii).
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Count VII
Conditioning the Extenston of Credit on an frrevocable Wage Assignment Clause

5323. The Bureau realleges and incorporates by reference paragraphs 1-322 of
this Complaint.

924, In numerons instances, in connection with the extension of credit to
consumers, Defendants have taken or received from consumers an obligation that
constitutes or contains an assignment of wages or other earnings where the assignment:
(i) by its terms is not revocable at the will of the consumer, (ii) is not a payroll deduction
plan or preauthorized payment plan, commencing at the time of the transaction, in
which the consumer authorizes a series of wage deductions as a method of making each
paviment, and (iii ) does not apply only to wages or other earnings already earned at the
time of the assignment, in violation of Sechion 444.2(a)(3) of the Credit Practices Rule,
16 C.F.R. § 444.2(a)(3).

Count VIII

Unfairness Relating to Conditioning the Extension of Credit on an Irrevocable Wage
Assignment Clause

525.  The Bureau realleges and incorporates by reference paragraphs 1-324 of
this Complaint.

326. Defendants’ practice of conditioning some loan agreements upon
irrevocable wage assignment clauses cansed or was likely to cause substantial injury to
CONSUITIETS.

927, Wage assignments ocour without the procedural safeguards of a hearing

and opportunity to assert defenses or counter claims.

5
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gq28. The use of irrevocable wage assignments causes serious and detrimental
interference with employment relationships, negatively affects promotions, pay raises,
and joh assignments, and can result in job loss.

32q. Further, the use of irrevocable wage assignments disrupts consumers’
finances and can make it difficolt for a consumer to purchase nocessities or discharge
other obligations in a timely fashion.

330, Consumers cannot reasonably avoid these injuries becanse some loans are
conditioned upon the wage assignment clause and are irrevocable.

331, Finally, these injuries are not outweighed by countervailing benefits to
CONSUIMETs or to competition.

92, Defendants’ actions constitute unfair aets in violation of 12 U.8.C.
% 55360a)01J(B).

Count TX — Against Relief Defendants Only

339.  Relief Defendants Peter Ash, Sagewood, Paul Ash, Knightsbridge, Paul
Grehan, 0562752, Kimberly DeThomas, Emerald Willow, Jeremy Sabourin, Red River,
William Wrixon, and Twillingate have received, directly or indirectly, funds or other
assets from Defendants that are traceable to funds obtained from Defendants’
consumers through the unfair, deceptive, abusive, and unlawful acts or practices
desecribed herein.

334. The Relief Defendants were signatories on bank accounts into which
Defendants deposited void Northway loan repayments from consumers residing in the

Subject States.

T
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935. Relief Defendants have no legitimate claims to such funds and Relief
Defendants will be unjustly enriched if they are not required to disgorge or give up such
funds or the value of the benefit they received.

THIS COURT'S POWER TO GRANT RELIEF

996. Under Section 1055 of the CFPA, 12 U.S.C. § 5565, this Court has
“furisdiction to grant any appropriate legal or equitable relief with respect to a violation
of Federal consumer financial law . . " incloding the CFPA. 12 U.8.C. § 5565{a)(1). This
relief includes rescission, refund of monies, restitution, disgorgement or compensation
for unjust enrichment, payment of damages or other monetary relief, public notification
regarding the violation, limits on the activities or functions of the person, and eivil
money penalties. 12 US.C. § 5565(a)(2). In addition, the CFPB may recover its costs in

connection with the action, if it 15 the prevailing party. 12 [L5.C. § 5565(h].
PRAYER FOR RELIEF

q37.  Wherefore, the CFPE, pursuant to Sections 1054 and 1055 of the CFPA, 12
U.5.C. §§ 5564 and 5565, and the Court's own equitable powers, request that the Court:
a. Permanentlv enjoin the Defendants from committing future violations
of the CFPA, the CPR, or any other provision of “Federal consumer
financial law,” as defined by 12 U.S.C. § 5481014);

b. Award damages and other monetary relief as the Court finds necessary
to redress injury o consumers resulting from the Defendants’
violations of the CFPA and CPR including but not limited to restitution
and the refund of monies paid;

¢. Order disporgement against Defendants and Relief Defendants of ill-
gotlen gains;
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d. Award the costs of bringing this action;

£, Award other injunctive relief as appropriate, including but not limited

to the cessation of collection activities and the correction of

information furnished to any credit reporting agencies; and

f. Award additional relief as the Court may determine to be just and

proper,

Dated: December 11, 2015

Respectfully submitted,

Anthony Alexis
Enforcement Nrector

Dieborah Morris
Depuity Enforcement hrector

g, Clnanie
Assistant Litigation Deprty

Jgf Charles R, Gayle

Charles B. Gayle

Enforcement Attorney

Consumer Financial Protection Bureau

1700 G Street, NW

Washington, DC 20552

Telephone (Gayle): 202-435-9555

Fax: 202-435-7722

E-mail: charlie gayle@cfph.gov

Attorneys for Consumer Finoneial Protection Bureat
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CERTIFICATE OF SERVICE
| HEREBY CERTIFY that on the 11" day of December, 2015, the foregoing First
Amended Complaint was electronically filed with the Clerk of the Court by using the

CM/ECF system which will send a notice of electronic filing to all counsel of record.

a1

Charles R. Gavle
Enforcement Attorney
Consumer Financial Protection Bureau
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July 1, 2015

DECISION MEMORANDUM FOR THE DIRECTOR Thr fc

FROM Charles Gayle, Edward Reilly, Craig Cowie, Deborah Morris and
Anthony Alexis, Office of Enforcement

SURJECT Authorization to File Suit in Federal District Court against the NDG
Enterprise — ENF Matter No. |Us5

Recommendation

That you authorize the Office of Enforcement to file a lawsuit in federal district
court against the NDG Enterprise, consisting of NDG Financial Corp., Northway
Financial Corp., Ltd., Northway Broker, Ltd., E-Care Contact Centers, Ltd., Blizzard
Interactive Corp., New Waorld Consolidated Lenders Corp., Payroll Loans First Lenders
Corp., New Woarld Lenders Corp., New World RRSP Lenders Corp., and Sagewood
Holdings, Ltd., asserting the claims expressed in the attached complaint. We intend to
seek the assistance of the Department of Justice’s Office of Foreign Litigation (DO,
OFL) to sepve and. if neressary, enfores any ITR judgment in the Canadian rourte 2

/
"uuf Approve Disapprove Let's Discuss

| Overview

NDG Financial Corp. is a privately held Canadian ecompany that, through its
complex web of subsidiaries operating in Canada and Europe {collectively, the DG
Enterprise), advertises, extends, services, and colleets unlicensed and usurious high-
cost, short-term loans that, in many states, consumers are not obligated to pay in whole
or in part. The NDG Enterprise knows these loans are legally unenforeeable. Yet, it
induces consumers into repaving these void loans by falsely asserting that it is not
subject to federal and state law and that consumers waive anv protections arising under
such laws as a condition of accepting a loan.

"Tab 1. In requesting authorization to file the attached complaint, we also seek authority
to fix mmor typographical errors or to make other non-substantive changes to the
complaint before filing,

2 We provided a copy of the complaint to DOJ OFL to ensure that it will be enforeesble
in Canada, and have incorporated their feedback.
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The NDG Enterprise uses its Maltese-based subsidiary, Northway Financial
Corp., Ltd., to originate and extend unlicensed online loans to U.S. consutmers at
interest rates exceeding 381%. Its loan agreements are conditioned upon consumers'
consent to repay via pre-nuthorized electronic transfers and some include an irrevocable
wage assignment clause with no opt-out provision. The NDG Enterprise collects loan
payments in states where the licensing or usury laws render the loans wholly or partially
void [P STRE] b while using a variety of unfair
and deceptive collection tactics in every state, all the while falsely claiming that it is not
subject to U5, federal or state law.

| ]
the name of Oasis, LLC (Oasis).? According to the DBA websites, Oasis is the tribal
lending agency of Lac Courte Oreilles Financial Services, LLC, purportedly an arm and
entity of the Lac Courte Oreilles Band of Lake Supenor Chippewa Indians of Wisconsin,
The recommended civil action only involves NDG Enterprises’ offshore conduct, and
does not include any tribal-related conduet.

We seek authorization to sue the named NDG Enterprise entities in the U.S.
District Court for the Southern District of New York.

II. Factual Background
Al History of the Investigation

';Ehrﬂm_ﬂulﬁmﬂEhﬁ recently attempted to partner with a Native American
1__n--'|:Ei |:I:1 ] |
EE_ T Several NDG ENCTPITSE WeDSITeS ATt COTTeITY ACTve @ SN Ians

[BHb) [bE T RE]

B. The NDG Enterprise

The NING Enterprise is a privately held collection of global e-commerce
companies focused on providing short-term, unsecured loans over the Internet to
eonsumers in the United States, Australia, and the UK. The NDG Enterprise consists of
153 companies located in Canada and Europe. NDG Financial Corp., directs all of the
operations of the NDG subsidiaries. NIX: Financial Corp., in turn, is controlled by three

3 The websites through which the NDG Enterprise extends loans include:
CashTransferCenters.com; PRLDirect.com; 247G reenstreet.com; GreenPicket.com;
Payday Avenne.com; CashTaxi.com; PixyCash.com; sonicpayday.com; and Zip1g.com
{hereinafter, “the DBA wehsites™). We have not named Oasis as a party to this action.
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holding companies, ench of which is wholly owned by one of the NDG Enterprise
founders: Peter Ash, Paul Ash, and Paul Grehan. The organizational structure of the
various members of the NDG Enterprise is depicted in Atachment B, NDG Enterprise
operations are dispersed amongst the various sulzidiary companies which commingle
funds and share common control, offices, and personnel. According to an external audit,
the NDG Enterprise entities work together to operate an Internet-based payday lending
business that specializes in providing unsecured, short-term loans over the Internet to

U.5. consumers, s fii= |
[ =]

1. Corporate Defendants
a. Northway Financial Corp., Ltd. (Northway)

Northway is the public facing entity through which the NDG Enterprise
originates loans. It is incorporated in Malta and licensed and regulated by the Malta
Financial Services Authority (MFSA), with its principal place of business in Sliema,
Malta. Between Northway and Northway Broker, Lud., there are approximately 150
NDG Enterprise emplovees located in Sliema. Northway markets the loans it originates
though the DBA websites described nh::lw!-FhIl'l _E
'b}:'.‘-l |

b. NDG Financial Corporation (NDG Financial)

NDG Financial is a Canadian company that directs all NDG Enterprise
operations, [ts personnel provide material serviees to Northway by establishing and
maintaining aceounts with banks and payment processors In Northway's name. For
example, upon opening Northway's bank accounts, NDG personnel met with bank
relationship managers as part of the due diligence process, Northway then uses these
aceounts to originate ACH entries to and from U.S. consumer bank accounts. NDG
Financial personnel maintain the banking relationships on Northway's behalf by
regularly communicating with the banks and third-party processars using NDG

Financial letterhead and e-mail addresses, |15 |
Ty

¢. Northway Broker, Lid. (Northway Broker)

4+ BMO-CFPBoooo811g (NDG Financial Corp. Combined Financial Statement ).
512 U.8.C. §§ 5481(6), 5481(15)(a)(i).

& 12 U.8.C. § 54B1{26)(A)().

712 LLS.C. § 5481(6)(B).
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Northway Broker is a Maltese company whose principal activity is the
“provision of meney brokering services to consumers of small short term loans over the
Internet to the US, UK and Australian markets.™ According to Narthway loan
agreements, Northway Broker serves as broker for the transaction between Northway
and the mnsumrr.fﬁ%

TH]

d. E-Care Contact Centers, Ltd. (E-Care)

E-Care is a Canadian company that services and collects on the loans originated
by Northway, E-Care operates the contact centers responsible for communicating with
consumers onee their accounts go into mtilmtlénn.rml I

[t-nﬁa |
e. Blizzard Interactive Corp. (Blizzard)

Blizzard is a Canadian company that identifies potential customers for NDG
Enterprise loans. Blizzard generates a demographic profile for its target consumers and
sends those profiles to third-party lead generation marketing partners. Blizzard then
payvs the marketing partner for each lead referred to the NDG Enterprise. Blizzard
personnel also establish contractual relationships with telecommunication companies
that provide web-hosting services for Northway's DBA websites JF4%

Il"l'ﬁ!-

f. Sagewood Holdings, Ltd. (Sagewood)

Sagewood is a Canadian company that holds a controlling 50.1% interest in
NDG Financial and is iteelf 100% owned by Peter Ash. It has received wire transfers
from Northway and NDG Financial aceounts with Bank of Montreal. As controlling

# BMO-CFPBooo06836 (Northway Broker Annual Report and Financial Statement).
212 U.S.C. §§ 5481(6), 548115 (A1)

0z LLS.C. § 5481026)(A).

12 U.S.C. §§ 5481(1), 54B1(6).

2 US.C § 548106).

13 12 [.5.C. BB 5481(1), 5481(26)(A).
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shareholder of NDG Financial and all of its subsidiaries|

EIIZ-I'.'S-l

. “Funding Entities™: New World Consolidated Lenders,
Corp. (NWCL), New World Lenders Corp. (NWL),
Payroll Loans First Lenders Corp. (PLFL), and New
World RRSP Lenders Corp. (New World RRSP)

NWCL, NWL, PLFL and New World RRSP ("the Funding Entities™), located
in Canada, issue bonds to individual /corporate investors to raise funds w]ur_h Northway

then loans to eonsumers th rough ACH credits. The bonds are jzsued i
£10,000 with 1% to 2% interest per month and 10-vear terms|"*

(KT

C. The NDG I-‘.nttrpriaeﬁ!‘-‘
i |

J=l 1]

412 U.S.C. § 5q81(25).
1312 U.5.C. §§ 5481(1), 5481(26).

5 12 U.5.C. § 5481(6).
vallia]
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Legal Analysis
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V1. Conclusion

We recommend that vou authorize us to file suit using the attached complaint.

Tab 1: Draft Complaint
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170 G Bleat MW,
‘Washimnglon, DG 20652

May 15, 2018

Recommendation Memorandum for the Acting Director

Casey Huggins, Senior Advisor, Supervision

FROM
Examinations (x39177)
Eric Blankenstein, SEFL Policy Director; Chris
THROUGH
D'Angelo, SEFL Associate Director
For the Acting Director’s review and comment; drafi
SUBJECT FFIEC meeting minutes for the March 27, 2018 Council
mecting
Recommendation

The Bureau recommends that vou review the attached minutes for the March 27,
2018 FFIEC meeting and provide any comments or edits that you may have,

Background

The FFIEC s Office of the Executive Secretary (OES) has sent, for the Acting

Director’s review, the draft minutes from the March 27, 2018 Council meeting.
These minutes are being circulated to each of the Council Principals: once any

edits are received, the OES will circulate a final version of the minutes for the

Principals® approval via notational vote, likely at the end of this month.

The Bureau is asking that the Acting Director review the attached draft and provide
any comments or edits. The draft attached at Tab | includes edits made by other
Bureau stakeholders during their r:'.ri:w.f"m:'
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Attachments

Tab 1: Deraft March 27 Council Meeting Minutes
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