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Message from
Mick Mulvaney

Acting Director

I am pleased to present the Bureau of Consumer Financial Protection’s (Bureau) Semi-Annual
Reportto Congressforthe period beginning October 1,2017 and ending March 31, 2018.

I look forward to testifying regarding progress made in achieving the Bureau’s strategic vision of
free, innovative, competitive, and transparent consumer finance markets where the rights of all
partiesare protected by the rule of lawand where consumers are free to choose the productsand
servicesthat best fit their individual needs.

Sincerely,

g

ecrP
Mick Mulvaney
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1. Significant problems faced by
consumers in shopping for or
obtaining consumer financial
products or services

1.1 Credit products marketed to “non-prime
borrowers” and consumer awareness of
secured credit cards

of using them, the availability of credit cards, the practices used by creditcard companies, and
innovationin the market. Thisyear’'sreport containsanewdeep dive thatlooksat variousindicators
forarange of creditcard products marketed to and used by consumerswho lack prime creditscores
(“non-prime borrowers”). The same deep dive also looks at consumer use and awareness of secured
creditcards, aproduct frequently used by “non-prime borrowers.” Further analysis of secured cards
and other credit products marketed to and used by “non-prime borrowers” isavailable in the full
report.

Credit products marketed to “non-prime borrowers”

Many American consumers do not have prime credit scoresand face challenges in consumer credit
markets. T hese consumers may have equivalent, or insome casesevengreater, demand for
transactional credit than consumerswith prime creditscores, but the absence of a prime score may
reduce or eliminate their chances of approval for many widely marketed credit card products. Given
the higher late payment and default rates associated with “non-prime borrowers,” products issued to
these consumersgenerally feature higher all-incosts than products issued to consumerswith higher
scores.

Consumerswho do not have a prime creditscore and who seek a creditcard may have several
options. Four product classes in particular constitute alarge share of all productsoriginated to this
group. Thefirstis unsecured general purpose accounts offered by mass market issuers. The second is
accounts offered by subprime specialistissuers. These are generally unsecured aswell. T he third s
private label credit cards. T he fourthissecured cards offered by mass marketissuers. Notall these
products, itshould be noted, may be equally available to consumerswithout prime scores. T hese
products offer such consumers the dual possibility of accessto the credit card marketaswell as an
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https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/cfpb_consumer-credit-card-market-report_2017.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/cfpb_consumer-credit-card-market-report_2017.pdf

avenue for building or rehabilitating credit records when timely repay ments are made.

Secured credit cards and consumer awareness

Consumer awareness and demand for secured cards have increased inrecentyears. Consumer
groupsand various mediaorganizations have drawn attention to the potential of secured cardsto
offer consumerswith limited or damaged credit records away both to accesscreditand to build or
rebuild their creditrecord. A panel of surveyed issuers reported 6.4 millionsecured card applications
in 2016, an increase of 21% from 2015. Some 98% of that application growthwas driven by
consumerswith no creditscore or deep subprime creditscores. Virtually all growth insecured card
originationsis also comprised of consumerswith no creditscore or deep subprime creditscores.

One driver of increased secured credit card application growth may be third-party credit card
comparisonsites (“TPCsites”), which frequently highlight secured credit cards as an important
channel for consumersunlikely to be approved for anunsecured credit card. These sitesallow
issuersto target consumerswho may be interested in building or rebuilding their credit score but
who may not be aware of secured cards. Many TPC sites have targeted lists and filtering criteriafor
individuals with lower credit scoresor without credit scores, and most TPC sites reviewed by the
reportauthorsdirect suchconsumersto secured cards as one means of working toward an improved
creditscore. Some of these sitesalso produce editorial content that explains how secured cardswork
and what to consider whenresearching secured cards.

Despite their growing national profile, low product awareness remainsa barrier to secured credit
cardadoption. Outside research has found that many “non-prime borrowers” may not be aware that
securedcreditcardsare apotential optionfor them, or eventhat the productexists. Secured credit
cardsare generally not featured in marketing campaigns to nearly the same degree as unsecured
cards. Consumers often become aware of the products through more targeted issuer efforts; one
estimate found almost all secured card originationsin 2015 came fromeither in-branch applications
or invitation-to-apply mailings. Additionally, counter offers remain asignificant customer
acquisition practice for some issuers, whereinaconsumer is encouraged to apply forasecuredcard
following the rejection of their application for anunsecured card.
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2. Justification of the budget
request of the previous year

The Bureau’s Strategic Plan, Budget, and Performance Planand Report, which is available online at

of the resources needed for the Bureauto carry out its mission. The document also describes the
Bureau’s performance goals and accomplishments, supporting the Bureau’s long-term Strategic
Plan.

Fiscal year 2018 spending through the end of the second
quarter of FY 2018

BUREAU FUND

Asof March 31, 2018, the end of the second quarter of FY 2018, the Bureau had spent!
approximately $318.6 millionin FY 2018 funds to carry out the authorities of the Bureau under
Federal financial consumer law. Approximately $170.1 millionwas spent onemployee compensation
and benefitsfor the 1,627 Bureau employees who were on-board by the end of the second quarter.

TABLE 1: Fr 2018 SPENDING BY EXPENSE CATEGORY

Expense Category FY 2018
Personnel Compensation 118,068,000
Benefit Compensation 52,078,000
Travel 8,330,000
Transportation of Things 110,000
Printing and Reproduction 2,826,000
Other Contractual Services 110,858,000

1 Thisamountincludes commitments, obligations, and expenditures. A commitmentis a reservation of funds in
anticipation of a future obligation. An obligation is a transaction or agreement that creates a legal liability and obligates the
governmentto pay for goods andservices ordered or received. An expenditureis theauthorization or outlay of payment

related toa prior obligation.
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https://www.consumerfinance.gov/about-us/budget-strategy/budget-and-performance/

Expense Category FY 2018

Supplies & Materials 4,480,000
Equipment 13,984,000
Land and Structures 50,000

Total (as of March 31, 2018) $ 318,625,000

FY 2018 Funds Transfers Received from the Federal Reserve

The Bureauis funded principally by transfers fromthe Federal Reserve System, up to the limits set
forthin the Dodd-Frank Act. Funding fromthe Federal Reserve Systemfor FY 2018 is capped at
$663 million. As of March 31, 2018, the Bureau had received the following transfersfor FY 2018.
The amountsand dates of the transfersare shown below.2

Funds Transferred Date
$217.1M October 18, 2017
$0 January 18, 2018
$217.1M Total

On January 18,2018 the Bureau requested $0 for the second quarter of FY 2018.3 Additional
informationabout the Bureau’s finances, including information about the Bureau’s Civil Penalty
Fund and Bureau-Administered Redress programs, isavailable inthe annual financial reportsand

2Currentyear spending in excess of funds received is funded from the prior year unobligated balance.
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https://www.consumerfinance.gov/about-us/budget-strategy/financial-reports/
https://www.consumerfinance.gov/about-us/budget-strategy/financial-reports/
https://www.consumerfinance.gov/about-us/budget-strategy/funds-transfer-requests/
https://www.consumerfinance.gov/documents/6062/cfpb_fy2018_q2_funding-request-letter-to-frb.pdf

3. List of the significant rules and
orders adopted by the Bureau,
as well as other significant
Initiatives conducted by the
Bureau, during the preceding
year and the plan of the
Bureau for rules, orders, or
other Initiatives to be
undertaken during the
upcoming period?

3.1 Significantrules®

Final Rule:Payday, Vehicle Title, and Certain High-Cost Installment Loans®

Final Rule: Arbitration Agreements (note, however, that this rule will not go into effect

4 Separate from the Bureau's obligation to include in this report“a list of thesignificant rules and orders adopted by the
Bureau. . .during the preceding year,”12 U.S.C. 5496 (b)(3), the Bureauisrequired to “conduct an assessment of each
significant rule or order adopted by the Bureau” under Federal consumer financial law “not later than 5 y ears after the
effective date of the subject ruleor order,” 12 U.S.C.5512(d). The Bureau will issue separate notices as appropriate
identifying rules and ordersthat qualify as significant for assessment purposes.

5 Thislistincludes significant final rules.
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https://www.federalregister.gov/documents/2017/11/17/2017-21808/payday-vehicle-title-and-certain-high-cost-installment-loans
https://www.federalregister.gov/documents/2017/11/17/2017-21808/payday-vehicle-title-and-certain-high-cost-installment-loans
https://www.federalregister.gov/documents/2017/11/17/2017-21808/payday-vehicle-title-and-certain-high-cost-installment-loans

because Congress subsequently adopted a joint resolution of disapproval which the President
signed pursuant to the Congressional Review Act)’

3.2 Lesssignificantrules®

» Final Rule: Mortgage Servicing Rulesunder the Truthin Lending Act (Regulation Z)°

* Final Rule:Rules ConcerningPrepaid Accounts Under the Electronic Fund T ransfer Act
(RegulationE) and the Truthin Lending Act (Regulation Z)1°

= InterimFinal Rule: Mortgage Servicing Rules under the Real Estate Settlement Procedures
Act (Regulation X)1!

* Final Rule: Equal Credit Opportunity Act (Regulation B) Ethnicity and Race Information
Collection!?

» Final Rule: Home Mortgage Disclosure Act (RegulationC)13

» Final Rule: Amendmentsto Federal Mortgage Disclosure Requirements Under the Truthin
Lending Act (Regulation Z)4

3.3 Significantinitiatives

= Published Requests for Informationon Assessment of Significant Rules under section
1022(d):

o Requestfor Information Regarding Ability-to-Repay/Qualified Mortgage Rule
Assessment?!s

o Requestfor Information Regarding 2013 Real Estate Settlement Procedures Act Servicing

8 Thislistincludes less significantrules, anditis not comprehensive. This list may exclude non-major rules, proposed
rules, procedural rules, and other miscellaneousroutine rules such as annual threshold adjustments. Mor e information
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https://www.federalregister.gov/documents/2017/07/19/2017-14225/arbitration-agreements
https://www.federalregister.gov/documents/2017/11/22/2017-25324/arbitration-agreements
http://www.reginfo.gov/
https://www.consumerfinance.gov/policy-compliance/rulemaking/
https://www.federalregister.gov/documents/2018/03/12/2018-04823/mortgage-servicing-rules-under-the-truth-in-lending-act-regulation-z
https://www.federalregister.gov/documents/2018/03/12/2018-04823/mortgage-servicing-rules-under-the-truth-in-lending-act-regulation-z
https://www.federalregister.gov/documents/2018/02/13/2018-01305/rules-concerning-prepaid-accounts-under-the-electronic-fund-transfer-act-regulation-e-and-the-truth
https://www.federalregister.gov/documents/2018/02/13/2018-01305/rules-concerning-prepaid-accounts-under-the-electronic-fund-transfer-act-regulation-e-and-the-truth
https://www.federalregister.gov/documents/2017/10/16/2017-21912/mortgage-servicing-rules-under-the-real-estate-settlement-procedures-act-regulation-x
https://www.federalregister.gov/documents/2017/10/16/2017-21912/mortgage-servicing-rules-under-the-real-estate-settlement-procedures-act-regulation-x
https://www.federalregister.gov/documents/2017/10/02/2017-20417/equal-credit-opportunity-act-regulation-b-ethnicity-and-race-information-collection
https://www.federalregister.gov/documents/2017/10/02/2017-20417/equal-credit-opportunity-act-regulation-b-ethnicity-and-race-information-collection
https://www.federalregister.gov/documents/2017/09/13/2017-18284/home-mortgage-disclosure-regulation-c
https://www.federalregister.gov/documents/2017/08/11/2017-15764/amendments-to-federal-mortgage-disclosure-requirements-under-the-truth-in-lending-act-regulation-z
https://www.federalregister.gov/documents/2017/08/11/2017-15764/amendments-to-federal-mortgage-disclosure-requirements-under-the-truth-in-lending-act-regulation-z
https://www.federalregister.gov/documents/2017/06/01/2017-11218/request-for-information-regarding-ability-to-repayqualified-mortgage-rule-assessment
https://www.federalregister.gov/documents/2017/06/01/2017-11218/request-for-information-regarding-ability-to-repayqualified-mortgage-rule-assessment

Rule Assessment?é

= Published Other Requestsfor Information:

[m]

[m]

Request for Information Regarding Consumers’ Experience With Free Accessto Credit
Scores?’

Request for Information Regarding the Small Business Lending Market!8

= Explored Regulatory Burden: The Bureau’s Task Force has coordinated and deepened the
agency’sfocusonconcernsabout regulatory burdens and projects to identify and reduce
unwarranted regulatory burdens consistent with the Bureau purpose and objectivesunder
section1021 of the Dodd-Frank Act. The Task Force is reviewing comments in response to the
Call for Evidence related to reducing unwarranted regulatory burden.

= Issued Guidance Documents: T he Bureau issued the following bulletinsand guidance
documentsover the pastyear:1°

[m]

Statement on Supervisory Practices regarding Financial Institutionsand Consumers
Affected by Hurricane Maria2®

Summer 2017 Supervisory Highlights?!

Statement on Supervisory Practices regarding Financial Institutionsand Consumers
Affected by Hurricanes Harvey and I rma??

Memorandumon Financial Institutionand Law Enforcement Effortsto Combat Elder
Financial Exploitation?3

Fair Lending Report2*

FFIEC HMDA Examiner T ransaction T esting Guidelines?®
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https://www.federalregister.gov/documents/2017/05/11/2017-09361/request-for-information-regarding-2013-real-estate-settlement-procedures-act-servicing-rule
https://www.federalregister.gov/documents/2017/05/11/2017-09361/request-for-information-regarding-2013-real-estate-settlement-procedures-act-servicing-rule
https://www.federalregister.gov/documents/2017/11/13/2017-24555/request-for-information-regarding-consumers-experience-with-free-access-to-credit-scores
https://www.federalregister.gov/documents/2017/11/13/2017-24555/request-for-information-regarding-consumers-experience-with-free-access-to-credit-scores
https://www.federalregister.gov/documents/2017/05/15/2017-09732/request-for-information-regarding-the-small-business-lending-market
https://www.federalregister.gov/documents/2017/05/15/2017-09732/request-for-information-regarding-the-small-business-lending-market
http://www.consumerfinance.gov/guidance
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/201709_cfpb_statement-on-supervisory-practice_hurricane-maria.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/201709_cfpb_statement-on-supervisory-practice_hurricane-maria.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/201709_cfpb_Supervisory-Highlights_Issue-16.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/201709_cfpb_Supervisory-Highlights_Issue-16.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/201709_cfpb_statement-on-supervisory-practice_hurricanes-harvey-and-irma.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/201709_cfpb_statement-on-supervisory-practice_hurricanes-harvey-and-irma.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/201708_cfpb-treasury-fincen_memo_elder-financial-exploitation.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/201708_cfpb-treasury-fincen_memo_elder-financial-exploitation.pdf
https://www.federalregister.gov/documents/2017/06/01/2017-11318/fair-lending-report-of-the-consumer-financial-protection-bureau-april-2017
https://www.federalregister.gov/documents/2017/06/01/2017-11318/fair-lending-report-of-the-consumer-financial-protection-bureau-april-2017
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/201708_cfpb_ffiec-hmda-examiner-transaction-testing-guidelines.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/201708_cfpb_ffiec-hmda-examiner-transaction-testing-guidelines.pdf

o Compliance Management Systems Examination Procedures26

o Examination Report Template?”

o Supervisory Letter Template?28

o Spring 2017 Semiannual Regulatory Agenda?®

o Compliance BulletinNo.2017-01: Phone Pay Fee30

o Policy Guidance onSupervisory and Enforcement Priorities Regarding Early Compliance
With the 2016 Amendmentsto the 2013 Mortgage Rules Under the Real Estate
Settlement Procedures Act (Regulation X) and the TruthinLending Act (Regulation Z)3!

o Policy onEx Parte Presentations in Rulemaking Proceedingss2

o Education Loan Examination Procedures®?

o Spring 2017 Supervisory Highlights34

o Supervisory Highlights Consumer Reporting Special Edition3®

o Supervisionand Examination Process Overview36

o Supervisionand Examination Process®’

o Fall 2017 Semiannual Regulatory Agenda38

o Real Estate Settlement Procedures Act (RESPA) Examination Procedures3®
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https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/201708_cfpb_compliance-management-review_supervision-and-examination-manual.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/201708_cfpb_compliance-management-review_supervision-and-examination-manual.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/201708_cfpb_Examination-Report-Template.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/201708_cfpb_Supervisory-Letter-Template.pdf
https://www.federalregister.gov/documents/2017/08/24/2017-16984/semiannual-regulatory-agenda
https://www.federalregister.gov/documents/2017/08/02/2017-16188/compliance-bulletin-2017-01-phone-pay-fees
https://www.federalregister.gov/documents/2017/06/30/2017-13799/policy-guidance-on-supervisory-and-enforcement-priorities-regarding-early-compliance-with-the-2016
https://www.federalregister.gov/documents/2017/06/30/2017-13799/policy-guidance-on-supervisory-and-enforcement-priorities-regarding-early-compliance-with-the-2016
https://www.federalregister.gov/documents/2017/04/21/2017-08096/policy-on-ex-parte-presentations-in-rulemaking-proceedings
https://www.federalregister.gov/documents/2017/04/21/2017-08096/policy-on-ex-parte-presentations-in-rulemaking-proceedings
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/201706_cfpb_Education-Loan-Servicing-Exam-Manual.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/201706_cfpb_Education-Loan-Servicing-Exam-Manual.pdf
https://www.federalregister.gov/documents/2017/05/12/2017-09658/supervisory-highlights-spring-2017
https://www.federalregister.gov/documents/2017/04/06/2017-06904/supervisory-highlights-consumer-reporting-special-edition
https://www.federalregister.gov/documents/2017/04/06/2017-06904/supervisory-highlights-consumer-reporting-special-edition
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/032017_cfpb_examination-process-overview_supervision-and-examination-manual.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/032017_cfpb_examination-process-overview_supervision-and-examination-manual.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/032017_cfpb_examination-process_supervision-and-examination-manual.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/032017_cfpb_examination-process_supervision-and-examination-manual.pdf
https://www.federalregister.gov/documents/2018/01/12/2017-28241/semiannual-regulatory-agenda
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/cfpb_supervision-and-examination-manual_respa-exam-procedures.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/cfpb_supervision-and-examination-manual_respa-exam-procedures.pdf

o Truthin Lending Act (T ILA) Examination Procedures4®

3.4 Plan for upcoming initiatives

= Call for Evidence:#

o Requestfor Information Regarding the Bureau’s Consumer Complaintand Consumer
Inquiry Handling Processes#?

o Requestfor Information Regarding Bureau Financial Education Programs+3
o Requestfor Information Regarding Bureau Guidance and Implementation Support#4

o Requestfor Information Regarding the Bureau’s Inherited Regulations and Inherited
Rulemaking Authorities#®

o Requestfor Information Regarding the Bureau's Adopted Regulationsand New
Rulemaking Authorities*6

o Requestfor Information Regarding Bureau Rulemaking Processes#’

o Requestfor Information Regarding Bureau Public Reporting Practices of Consumer
Complaint Information48

o Requestfor Information Regarding Bureau External Engagements4°
o Requestfor Information Regarding the Bureau’s Supervision Program>0

o Requestfor Information Regarding Bureau Enforcement Processes®!
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https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/cfpb_supervision-and-examination-manual_tila-exam-procedures.pdf
https://s3.amazonaws.com/files.consumerfinance.gov/f/documents/cfpb_supervision-and-examination-manual_tila-exam-procedures.pdf
https://www.consumerfinance.gov/policy-compliance/notice-opportunities-comment/open-notices/call-for-evidence/
https://www.federalregister.gov/documents/2018/04/17/2018-07943/request-for-information-regarding-the-bureaus-consumer-complaint-and-consumer-inquiry-handling
https://www.federalregister.gov/documents/2018/04/17/2018-07943/request-for-information-regarding-the-bureaus-consumer-complaint-and-consumer-inquiry-handling
https://www.federalregister.gov/documents/2018/04/09/2018-07222/request-for-information-regarding-bureau-financial-education-programs
https://www.federalregister.gov/documents/2018/04/09/2018-07222/request-for-information-regarding-bureau-financial-education-programs
https://www.federalregister.gov/documents/2018/04/02/2018-06674/request-for-information-regarding-bureau-guidance-and-implementation-support
https://www.federalregister.gov/documents/2018/04/02/2018-06674/request-for-information-regarding-bureau-guidance-and-implementation-support
https://www.federalregister.gov/documents/2018/03/26/2018-06027/request-for-information-regarding-the-bureaus-inherited-regulations-and-inherited-rulemaking
https://www.federalregister.gov/documents/2018/03/26/2018-06027/request-for-information-regarding-the-bureaus-inherited-regulations-and-inherited-rulemaking
https://www.federalregister.gov/documents/2018/03/21/2018-05612/request-for-information-regarding-the-bureaus-adopted-regulations-and-new-rulemaking-authorities
https://www.federalregister.gov/documents/2018/03/21/2018-05612/request-for-information-regarding-the-bureaus-adopted-regulations-and-new-rulemaking-authorities
https://www.federalregister.gov/documents/2018/03/09/2018-04824/request-for-information-regarding-bureau-rulemaking-processes
https://www.federalregister.gov/documents/2018/03/09/2018-04824/request-for-information-regarding-bureau-rulemaking-processes
http://www.federalregister.gov/documents/2018/03/06/2018-04544/request-for-information-regarding-bureau-public-reporting-practices-of-consumer-complaint
http://www.federalregister.gov/documents/2018/03/06/2018-04544/request-for-information-regarding-bureau-public-reporting-practices-of-consumer-complaint
https://www.federalregister.gov/documents/2018/02/26/2018-03788/request-for-information-regarding-bureau-external-engagements
https://www.federalregister.gov/documents/2018/02/26/2018-03788/request-for-information-regarding-bureau-external-engagements
https://www.federalregister.gov/documents/2018/02/20/2018-03358/request-for-information-regarding-the-bureaus-supervision-program
https://www.federalregister.gov/documents/2018/02/20/2018-03358/request-for-information-regarding-the-bureaus-supervision-program
https://www.federalregister.gov/documents/2018/02/12/2018-02710/request-for-information-regarding-bureau-enforcement-processes

Request for Information Regarding Bureau Rules of Practice for Adjudication
Proceedings>®?

Request for Information Regarding Bureau Civil Investigative Demands and Associated
Processes®?

3.5Plan for upcoming rules

» Proposedrulesforthe upcomingperiod, asreflected inthe Bureau’s Spring 2018 Unified
Agenda:

]

Payday, Vehicle title, and Certain High-Cost Installment Loans: the Bureau announced in
January 2018 that it intends to open a rulemaking to reconsider its 2017 rule titled
Payday, Vehicle Title, and Certain High-Cost Installment Loans.

Debt Collection Rule: the Bureau will work towards releasing a proposed rule concerning
FDCPA collectors’communications practices and consumer disclosures.

Business Lending Data (Regulation B): the Bureau is workingto implement section1071
of the Dodd-Frank Act through development of proposed regulations concerning data to
be collected, potential ways to minimize burdens on lenders, and appropriate procedures
and privacy protections needed for information-gathering and public disclosure.

The Expedited Funds Availability Act (Regulation CC): the Bureau will work with the
Board of Governorsof the Federal Reserve Systemto issue jointly arule that includes
provisionswithinthe Bureau’sauthority.

Home Mortgage Disclosure (Regulation C): the Bureau announced in December 2017 that
it intends to engage in a rulemaking to reconsider various aspects of the Bureau’s 2015
rule under the Home Mortgage Disclosure Act (Regulation C), which could involve issues
suchas the institutional and transactional coverage tests and the rule’sdiscretionary data
points.

= Final rulesfor the upcoming period as reflected inthe Bureau’s Spring 2018 United Agenda:

]

Gramme-Leach-Bliley Act (GLBA) (Regulation P): the Bureau is working towards
finalizing an amendment to Regulation P concerning annual notice requirements.

Amendments Relating to Disclosure of Recordsand Information: this rule will include
procedures used by the public to obtain informationfromthe Bureau under the Freedom
of Information Act, the Privacy Act of 1974, and in legal proceedings.

Amendment to the Federal Mortgage Disclosure Requirements Under the Truthin
Lending Act (Regulation Z): the Bureau is amending federal mortgage disclosure
requirementsunder the Real Estate Settlement Procedures Act (RESPA)and the Truthin
Lending Act (T ILA)thatare implemented in ReqgulationZ. The amendments relate to
when a creditor may compare charges paid by or imposed on the consumer to amounts
disclosedona Closing Disclosure, instead of a Loan Estimate, to determine if an
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estimated closing cost was disclosed in good faith.
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4. Analysis of complaints about
consumer financial products
or services that the Bureau
has received and collected In
Its central database on
complaints during the
preceding year

During the period April 1,2017, through March 31, 2018, the Bureau received approximately
326,200 consumer complaints.>* Consumers submitted approximately 83% of these complaints
throughthe Bureau’swebsite and 5% viatelephone calls. Referrals fromother state and federal
agenciesaccounted for 7% of complaints. Consumers submitted the remainder of complaints by
mail, email, and fax. The Bureau does not verify all the factsalleged in complaints, but takes stepsto
confirma commercial relationship between the consumer and the company. T he Bureau sent
approximately 260,200 (or 80%) of complaints received to companies for reviewand response. %°
Companies responded to approximately 94% of complaints that the Bureau sent to them for
response during the period. The remaining complaints did not receive aresponse or were pending
response fromthe company at the end of the period. Company responsesinclude descriptions of
stepstaken or that will be takenin response to the consumer’s complaint, communications received
fromthe consumer, any follow-up actions or planned follow-up actions, and a categorization of the
response. Companies’ responses describe arange of relief. Examples of relief include: mortgage
foreclosure alternatives that help consumers keep their home; stopping unwanted calls from debt
collectors; correctingconsumers’ credit reports; restoring or adjusting a credit line; correcting
accountinformation, including increditreports; and addressing formerly unmet customer service
issues. Companies did not provide timely responsesto 2% of the complaints sent to themfor
response.

When consumers submit complaints, the Bureau’s complaint form prompts themto select the

54 All data are current through March 31, 2018. This analysis excludes multiple com plaints submitted by a given consumer
on thesame issue andwhistleblower tips. For more information on our complaint process refer to our website,

55 The Bureaureferred 15% of the complaints it received to other regulatory agencies and found 4% to beincomplete. At the
end of this period, 0.4% of com plaints were pending with the consumer and 0.7% were pending with the Bureau.
Percentages in this section of the reportmay not sum to 100% due to rounding.
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consumer financial product or service withwhich they have a problemaswell as the ty pe of problem
they are having with that productor service. The Bureau uses these consumer selectionsto group the
financial products and servicesabout which consumers complainto the Bureau for public reports. As
shown in Figure 1, creditor consumer reporting, debt collection, and mortgage are the most-
complained-about consumer financial products and services.

FIGURE 1l: CONSUMER COMPLAINTS BY PRODUCT

Credit or consumer reporting INEEEIEEEEE 36%
Debt collection I 26%
Mortgage NG 10%
Credit card NG 5%
Checking or savings NG 7%
Studentloan I 4%
Money transfer or service, virtual currency [l 2%
Vehicle loan or lease I 2%
Personal loan [l 1%
Payday loan [l 0.8%
Prepaid card M 0.7%
Credit repair | 0.3%
Title loan | 0.2%
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TABLE 2: CONSUMER COMPLAINTS BY PRODUCT

Consumer complaints by product %
Credit or consumer reporting 36%
Debt collection 26%
Mortgage 10%
Credit card 8%
Checking or savings 7%
Student loan 4%
Money transfer or senice, virtual currency 2%
Vehicle loan or lease 2%
Personal loan 1%
Payday loan 0.8%
Prepaid card 0.7%
Credit repair 0.3%
Title loan 0.2%
Total consumer complaints by product 100%

T he Office of Consumer Response analyzes consumer complaints, company responses, and
consumer feedback to accomplish two primary goals. First, these analyses enable Consumer
Response to assess the accuracy, completeness, and timeliness of company responses. Second, these
analysesensure that the Bureau, other regulators, consumers, and the marketplace have reliable and
useful informationabout consumer financial products and services. Consumer Response uses a
variety of approachesto analyze consumer complaints, including cohort and text analytics, to
identify trendsand possible consumer harm.

The Bureau uses insights gathered from complaint dataand analyses to help understand problems
consumersare experiencing inthe marketplace and the impact of those experiencesontheir lives, to
provide access to knowledge about financial topics and opportunities to build skillsin money
management that can help them avoid future problems, to scope and prioritize examinations and ask
targeted questions when examining companies’ records and practices, and to informenforcement
investigationsto help stop unfair, deceptive, or abusive acts or practices as the Bureau shares
consumer complaintinformationwith prudential regulators, the Federal T rade Commission, other
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federal agencies, and state agencies®6 and publishes complaint dataand reportsto ensure other
regulators, consumers, and the marketplace have the complaint information needed to improve the
functioning of the consumer financial markets for such products and services.%’

56 Dodd-Frank Act §1013(b)(3)(D).

57 During thereporting period, the Bureau published one com plaint report on student loan complaintsand four special
topic complaint reports about: older consumers, consumer feedback, servicemembers, and complaints from the 50-states
and theDistrict of Columbia. The Bureaualso publishes the Consumer Response Annual Report, whichprovidesamore
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5. List, with a brief statement of
the Issues, of the public
supervisory and enforcement
actions to which the Bureau
was a party during the
preceding year

5.1 Supervisory activities

The Bureau’s supervisory activities with respect to individual institutions are non-public. The
Bureau has, however, issued numerous supervisory guidance documents and bulletins during
the preceding year. These documents are listed under section 3.3 of this Report as issued
guidance documents undertaken within the preceding year.

5.2 Enforcementactivities

The Bureauwas a party in the following public enforcementactionsfromApril 1, 2017, through
March 31,2018, detailed asfollows. T his sectionalso identifies those actions involving Office of
Administrative Adjudication Orderswith respect to covered personswhichare notcreditunions or
depository institutions.

Citibank N.A. (Student Loan Servicing) (File No. 2017-CFPB-0021). On November 21, 2017, the
Bureau entered into a consent order with Citibank, N.A. The Bureau found that Citibank
engaged in deceptive acts or practices likely to mislead borrowers into believing they had not
paid student loan interest that was eligible for a tax deduction. The Bureau also found that
Citibank engaged in unfair acts or practices by providing borrowers misleading information
regarding the student loan interest the borrowers had paid. The Bureau found that Citibank also
incorrectly terminated borrowers’ in-school deferments, resulting in late fees and added
interest. The Bureau also found that Citibank overstated how much borrowers had to pay in
their monthly bills and failed to disclose required information after denying borrowers’ requests
to release loan cosigners. The Bureau’s order requires injunctive relief and for Citibank to pay
$3.75 million in redress to consumers and a $2.75 million civil money penalty.
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Consumer Financial Protection Bureauv. Federal Debt Assistance Association, LLC, Financial
Document Assistance Administration, Inc., Clear Solutions, Inc., Robert Pantoulis, David Piccione,
and VincentPiccione (D. Md. No. 17-cv-2997). The Bureau filed suit in federal court against two
companiesoperatingunder the name “FDAA,” aservice provider, and their ownersfor allegedly
falsely presenting FDAA as being affiliated with the federal government. T he Bureau also alleges that
FDAA'sso-called “debt validation” programs violated the law by falsely promising to eliminate
consumers’debtsand improve their creditscoresinexchange for thousands of dollarsinadvance
fees. The courtentered default judgment against all of the defendantson May 22, 2018, after they
failed to respond to the Bureau’s lawsuit. T he court’sorder bans the defendants from providing debt-
relief or credit-repair services to consumers, requires themto pay $4.9 millionin redressto
consumers, and imposes a civil penalty of $16 million.

Consumer Financial Protection Bureauv. Tempo Venture, Inc., d/b/aCulpeper Pawnbroker (W.D.
Va.No.17-cv-0075). The Bureau filed acomplaint in federal courtagainst Tempo Venture, Inc.,
doing businessas Culpeper Pawnbroker, alleging that the company missated the APR associated
with pawn loans, in violation of federal law. The Bureau also filed a consent order, which was entered
by the court. The consent order imposesinjunctive relief and requires Culpeper Pawnbroker to pay a
$2,500 penalty.

Consumer Financial Protection Bureauv. Freedom Debt Relief, LLC and Andrew Housser (N.D. Cal.
No. 17-cv-6484). The Bureaufiled acomplaint against Freedom Debt Relief, the nation’s largest
debt-settlement services provider, and itsco-CEO Andrew Housser for allegedly deceiving
consumersand charging unlawful advance fees. The Bureau alleges that, in certain circumstances,
Freedomcharges consumerswithout settling their debts as promised, makes customers negotiate
their own settlements, misleads them about its feesand the reach of its services, failsto informthem
of their rightsto funds they deposited in settlement accounts, and charges feesinthe absence of a
settlement. T he Bureau is seeking compensation for harmed consumers, civil penalties, and an
injunction against Freedomand Housser to halt their unlawful conduct.

Consumer Financial Protection Bureauv. Think Finance, LLC formerly knownas T hink Finance, Inc.
(D. Mont. No. 17-cv-0127); Inre Think Finance, LLC, et al., (Bankr. N.D. Tex. No.17-33964). The
Bureaufiled a complaintagainst T hink Finance and its wholly owned subsidiaries for allegedly
collecting debts that were not legally owed. Ina suit filed in federal court, the Bureau alleges that
Think Finance collectsonloansthat are void ab initio under state laws governing interest rate caps
or the licensing of lenders. T he Bureau alleges that T hink Finance made deceptive demands and took
money from consumers’ bank accounts for debts that were not legally owed, in violation of federal
law. The Bureau seeks restitutionanda civilmoney penalty. On April 24,2018, the defendants filed
amotionto dismiss, which the court denied on August 3, 2018. Defendants filed an answer on
August 31, 2018. The Bureau also filed a proof of claimin the Think Finance bankruptcy case. Both
matters remain pending.

Conduent Business Services, LLC (File No.2017-CFPB-0020) (nota creditunionor depository
institution). The Bureau entered a consent order against Conduent Business Services, which
previously conducted business as Xerox Business Services, LLC, for software errorsthatled to
incorrect consumer information about more than one million borrowers being sent to credit
reportingagencies. The company also failed to notify all of its auto lender clients about known flaws
in its software that led to the errors. The consentorder requires Xeroxto pay a$1.1 millioncivil
penalty, explainits mistakesto its lender clients, and correct the errorsinits software.

Consumer Financial Protection Bureauv. Nationwide Biweekly Administration, Inc.,etal. (N.D. Cal.
No.15-cv-2106). OnMay 11, 2015, the Bureau filed a complaint against Nationwide Biweekly
Administration, Inc., Loan Payment Administration LLC, and Daniel S. Lipsky alleging that they
engaged in abusive and deceptive actsand practices inviolation of the Consumer Financial
Protection Actof 2010 (CFPA) and the Telemarketing Sales Rule (T SR) regarding amortgage
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payment product knownasthe “Interest Minimizer Program,” or IMProgram. T he Bureau alleged
that the defendants misrepresented their affiliation with consumers’ mortgage lenders; the amount
of interest savings consumerswould realize, and when consumerswould achieve savings onthe IM
Program,consumers’ ability to attain the purported savings on their own or through a low- or no-cost
option offered by the consumers’ servicer; and fees for the program. T he Bureau sought a permanent
injunction, consumer redress, and civil penalties. A trial was held beginning on April 24,2017, and on
September 8, 2017, the courtissued an opinion and order finding that the defendants had engaged in
deceptive and abusive conduct inviolation of the CFPA and TSR. The courtimposed a $7.93 million
civilmoney penalty, but denied the Bureau’s request for restitution and disgorgement. On November
9, 2017, the courtreduced the previousorderto ajudgment that included permanently enjoining
defendants fromengaging in specified acts or practices. The courtdenied defendants’ post-trial
motionsonMarch 12,2018, and both parties have filed a notice of appeal. T he parties’ appeals are
currently pending before the United States Court of Appeals for the Ninth Circuit.

Consumer Financial Protection Bureau v. Navient Corporation, Navient Solutions, Inc. and Pioneer
CreditRecovery, Inc. (M.D. Pa. No. 17-cv-0101). OnJanuary 18,2017, the Bureau filed acomplaint
against Navient Corporationand its subsidiaries, Navient Solutions, Inc. and Pioneer Credit
Recovery, Inc. The Bureau alleges that Navient Solutions and Navient Corporation steered borrowers
toward repay ment plans that resulted in borrowers paying more than other options; misreported to
creditreportingagenciesthat severely and permanently disabled borrowers who had loans
discharged under a federal program had defaulted on the loans when they had not; deceived private
student loan borrowers about requirements to release their co-signer fromthe loan; and repeatedly
incorrectly applied or misallocated borrower pay ments to their accounts. The Bureau also alleges that
Pioneerand Navient Corporationmisledborrowersaboutthe effectof rehabilitationontheir
creditreportsandthe collectionfeesthatwould be forgiveninthe federal loan rehabilitation
program. T he Bureau seeks consumer redress and injunctive relief. On March 24, 2017, Navient
moved to dismiss the complaint. On August 4, 2017, the court denied Navient’s motion. T he case
remains pending.

Consumer Financial Protection Bureau v. Ocwen Financial Corporation, Ocwen Mortgage Servicing,
Inc.,and Ocwen Loan Servicing, LLC (S.D. Fla. No. 17-cv-90495). On April 20, 2017, the Bureau filed
a complaintagainst mortgage loanservicer Ocwen Financial Corporationand its subsidiaries alleging
they used inaccurate and incomplete information to service loans, misrepresented to borrowers that
their loans had certainamounts due, illegally foreclosed on homeowners that were performingon
agreementson loss mitigation options, enrolledand charged consumersfor add-on products
without their consent, failed to adequately investigate and respond to borrower complaints, and
engaged in other conductinviolation of the CFPA, T ruth in Lending Act (T ILA), Fair Debt Collection
Practices Act (FDCPA), Real Estate Settlement Procedures Act (RESPA), and Homeowners
ProtectionAct (HPA).OnJune 23,2017, Ocwen movedto dismiss. Thatmotionremains pending.
The partiesare currently engagedin discovery.

Consumer Financial Protection Bureauv. TCF National Bank (D. Minn. No. 17-cv-0166). On January
19,2017, the Bureaufiled acomplaintagainst T CF National Bank alleging T CF misled consumers
about overdraft servicesinviolation of Regulation E and the CFPA. Specifically, the Bureau alleged
that T CFdesigned its application process to obscure the overdraft fees on one-time debt purchases
and AT M withdrawals and make overdraft services seem mandatory for new customers to openan
account. On September 8, 2017, the court granted T CF’'s motion to dismiss the Bureau’s Electronic
Fund T ransfer Act (EFT A) claims, but denied the motionto dismiss the Bureau’s claims for deceptive
and abusive acts or practices. On August1, 2018, the courtaccepted asettlement betweenthe
Bureauand TCF. TCFagreed to pay $25 millionin restitution to customerswho were charged
overdraft feesand also agreed to an injunction to prevent future violations. The settlement also
imposed a civil money penalty of $5 million. T he penalty was adjusted to account for a$3 million
penalty imposed by the Office of the Comptroller of the Currency.
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Consumer Financial Protection Bureauv. Top Notch Funding 11, LLC, Rory Donadio, and John
“Gene” Cavalli (S.D.N.Y.No. 17-cv-7114). On September 19, 2017, the Bureaufiled a complaint
alleging that Top Notch Funding and two individuals associated with the company made
misrepresentations inloan offerings to consumerswho were awaiting pay ment fromsettlementsin
legal cases or fromvictim-compensation funds. On January 30, 2018, the courtentered astipulated
final judgment and order. T he order prohibits the defendants from offering or providing such
productsinthe future and requiresthemto pay $75,000 incivil money penalties.

Consumer Financial Protection Bureauv. T he National Collegiate Master Student Loan T rust, etal.
(D. Del. No.17-cv-1323); Inthe Matter of T ransworld Systems, Inc. (File No. 2017-CFPB-0018) (not
acreditunion or depository institution). On September 18,2017, the Bureau filed a complaintand
proposed consent judgment against several National Collegiate Student Loan T rusts (collectively,
“NCSLT?"), alleging they brought debt collection lawsuits for private student loan debt that the
companiescouldn’t prove was owed or was too old to sue over; that they filed false and misleading
affidavitsor provided false and misleading testimony; and that they falsely claimed that affidavits
were sworn before anotary. The proposed consent judgment against the NCSLT would require an
independent audit of all 800,000 student loansin the NCSLT portfolio. Itwould also prohibit the
NCSLT, and any company it hires, fromattempting to collect, reporting negative creditinformation,
or filing lawsuits on any loan the audit shows is unverified or invalid. Inaddition, it would require
the NCSLT to pay atleast $19.1 million, whichwould include redress to consumers, disgorgement,
and a civil money penalty. Several entities have moved to intervene to object to the proposed consent
judgment. The courthas not yetruled on these motions, and the case remains pending. On
September 18,2017, the Bureau issued a separate consent order against the NCSLTs’ debtcollector,
Transworld Systems (T Sl), for filing false or misleading affidavits, providing false or misleading
testimony, and filing debt collection lawsuits when the companies could not prove the debt was
owed. The Bureau’sorder requiresinjunctive reliefand for TSI to pay a$2.5 millioncivil penalty.

Consumer Financial Protection Bureauv. Weltman, Weinberg & ReisCo., L.P.A. (N.D. Ohio No. 1:17-
cv-0817).0nApril 17,2017, the Bureau filed a complaint against the debt collection law firm
Weltman, Weinberg & ReisCo., L.P.A., alleging it sent collection letters that misrepresented that
attorneyswere meaningfully involved in collecting the debt. A trial with an advisory jury was held
beginning May 1, 2018. The advisory jury found that the Bureau had proved by apreponderance of
the evidence that the law firm’s collection letter contained false, deceptive, or misleading
representations in connectionwith the collection of adebt, but found that the Bureau had not proved
that the law firm’s lawyerswere not meaningfully involved inthe debt collection process. T he court
declinedto adopt the advisory jury’sfirstfinding, accepted the advisory jury’s second finding, and
entered judgmentin favor of the law firmon July 25, 2018.

Consumer Financial Protection Bureauv. RD Legal Funding, LLC, RD Legal Finance, LLC, and RD
Legal Funding Partners, LP, and Roni DersovitzS.D.N.Y. No. 1:17-cv-0890). On February 7, 2017,
the Bureauand the New Y ork Attorney General filed acomplaint against RD Legal Funding, LLC,
two related entities, and the companies’ founder and owner, Roni Dersovitz, alleging that they made
misrepresentationsto potential borrowers, and engaged in abusive practices inconnectionwith cash
advancesonsettlement payouts fromvictim-compensation funds and lawsuit settlements. T he
lawsuit seeks monetary relief, disgorgement, and civil money penalties. On May 15,2017, the
defendants filed a motion to dismiss the Bureau’s complaint, which the Bureau opposed. On June 21,
2018, the courtissued an opinion concluding that the defendants are subject to the CFPA’s
prohibitions and that the complaint properly pleaded claims againstall of them. The court held,
however that the for-cause removal provisionthat applies to the Bureau’s Director violates the
constitutional separation of powers and cannot be severed fromthe remainder of Title X of the
Dodd-Frank Act. Based on that conclusion, the court ultimately dismissed the entire case. The case
is now on appeal.
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Consumer Financial Protection Bureauv. Vincent Howard, Lawrence W. Williamson, Howard Law,
P.C., The Williamson Law Firm, LLC, and Williamson & Howard, LLP ( C.D. Cal. No. 17-cv-0161).
On January 30, 2017, the Bureaufiled a complaint against a number of law firmsand attorneys
alleging that they violated the TSR by: (1) charging consumers upfront fees for debt relief services;
(2) misrepresenting that consumerswould not be charged upfront fees for debt relief services when,
in fact, they were; and (3) providing substantial assistance to Morgan Drexenand Walter Ledda
while knowing or consciously avoiding knowing that Morgan Drexen and Ledda were engaging in
theseviolations. The Bureau alleges that Howard Law, P.C., the Williamson Law Firm, LLC, and
Williamson & Howard, LLP, as well as attorneys Vincent Howard and Lawrence Williamson, ran this
debtrelief operationalongwith Morgan Drexen, Inc., which shut down in 2015 following the
Bureau’s lawsuit against that company. The complaint seeks injunctive relief, restitution, and the
imposition of civilmoney penalties. T he defendants filed amotion to dismiss, which the court denied
on March 30, 2017. The defendants then asserted two counterclaims. T hecourt dismissed those
claims with prejudice on December 19, 2017. Since that time, the court has also denied two other
substantive motions by the defendants: a motionfor summary judgment on statute of limitations
groundsand a motionfor sanctions. T he case remains pending.

Consumer Financial Protection Bureauv. Access Funding, LLC, Access Holding, LLC, Reliance
Funding, LLC, Lee Jundanian, Raffi Boghosian, Michael Borkowski, and Charles Smith (D. Md. No.
1:16-cv-3759). On November21, 2016, the Bureau filed a complaint against Access Funding, LLC,
AccessHolding, LLC, Reliance Funding, LLC, three of the companies’ principals—Lee Jundanian,
Raffi Boghosian, and Michael Borkowski—and a Maryland attorney, Charles Smith, alleging that
they deceptively induced individuals to enter into settlement funding agreements, in which the
individuals agreed to receive animmediate lump sum payment in exchange for significantly higher
future settlement payments. T he Bureau also alleges that the companies and their principals steered
victimsto receive “independent advice” from Smith, who was paid directly by Access Fundingand
indicated to consumersthat the transactions required very little scrutiny. The Bureau further alleges
that Access Funding advanced money to some consumers and represented to those consumersthat
the advancesobligated themto go forward with transactionsevenif they realized that the
transactionswere notin their best interests. On September 13,2017, the court granted defendants’
motionsto dismiss counts I—1V, arising out of Smith’s conduct, onthe grounds that he had attorney-
clientrelationshipswith the consumersinquestion. T he court denied the defendants’ motions to
dismiss the Bureau’s claim relating to the advances Access Funding offered consumers. The court
granted the Bureau’s motion to file an amended complaintalleging Smith did not have attorney-
client relationships with the consumersin question. Defendants again filed motions to dismiss,
which the courtdenied. T he defendants have filed amotion for partial summary judgment, which
the Bureau has opposed. T he motion remains pending.

Consumer Financial Protection Bureauv. Northern Resolution Group (W.D.N.Y. No. 16-cv-0880).
On November 2, 2016, the Bureau, in partnership with the New Y ork Attorney General, filed a
complaintalleging that Douglas MacKinnonand Mark Gray operate anetwork of companies that
harass, threaten, and deceive consumers across the nation into paying inflated debts or amounts
they may notowe. The complaint seeks injunctive relief, restitution, and the imposition of penalties
against the companiesand partners. T he defendants asserted counterclaims against the Bureau and
New Y ork, which the courtdismissed on January 8, 2018. T he case remains pending.

Consumer Financial Protection Bureauv. All American Check Cashing, Inc., Mid-State Finance, Inc.,
and Michael E. Gray (S.D. Miss. No. 16-cv-0356). OnMay 11, 2016, the Bureau filed acomplaint
against two companies, All American Check Cashing, Inc. and Mid-State Finance, Inc., that offer
check-cashing services and payday loans, and their president and sole owner, Michael Gray. T he
Bureau alleges that All Americantried to keep consumers from learning how much they would be
chargedto cash a check and used deceptivetacticsto stop consumers frombacking out of
transactions. The Bureau also alleges that All American made deceptive statements about the
benefits of its high-cost payday loans and failed to provide refunds after consumers made
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overpaymentsontheir loans. The Bureau’s lawsuit seeks injunctive relief, restitution, and the
impositionofa civilmoney penalty. On July 15, 2016, the court denied defendants’ motionfora
more definite statement. T he defendants moved for judgment onthe pleadings on May 24,2017, and
the Bureau moved for summary judgmenton August4,2017. The court has notyetruled onthe
Bureau’ssummary judgment motion. On March 21, 2018, the court denied the defendants’ motion
for judgment onthe pleadings. On March 26, 2018, the defendants moved to certify that denial for
interlocutory appeal. The nextday, the court granted the defendants’ motionin part, holding that
interlocutory appeal was justified with respect to defendants’ constitutional challenge to the Bureau’s
statutory structure. On April 24,2018, the court of appeals granted the defendants’ petition for
permissionto appeal the districtcourt’sinterlocutory order. T he district court action has been stayed
pending the appeal, which is ongoing.

Consumer Financial Protection Bureauv. Dand D Marketing, Inc.,d/b/aT 3Leads, Grigor
Demirchyan, and Marina Demirchyan (C.D. Cal. No. 15-cv-9692); Consumer Financial Protection
Bureauv. Dmitry Fomichev (C.D. Cal. No. 16-cv-2724); and Consumer Financial Protection Bureau
v. Davit GasparyanakaDavid Gasparyan (C.D. Cal. No. 16-cv-2725). On December 17, 2015, the
Bureau filed a complaint against T 3Leads and its current executives, Grigor Demirchyanand Marina
Demirchyan, alleging that T 3 engaged in unfair and abusive actsand practicesinthe sale of
consumer-loanapplications to small-dollar lendersand othersacting unlawfully, and in operatinga
loan-application network that prevented consumers fromunderstanding the material risks, costs, or
conditions of their loans, and further alleging that the Demirchyans substantially assisted those acts
and practices. On April 21, 2016, the Bureau filed two separate but related complaints against the
company'’s past executives—Dmitry Fomichev and Dav it Gasparyan—alleging that they substantially
assisted T 3’sviolations. The complaints seek monetary relief, injunctive relief, and penalties. On
November 17,2016, the court denied the defendants’ motions to dismiss but found the Bureau
unconstitutionally structured. The Ninth Circuitgranted interlocutory appeal onthat issue. T hat
issue has not beendecided. On September 8,2017, the district courtentered astipulated final
judgment and order against one of the defendants, Davit Gasparyan. T he order imposed injunctive
relief and required Gasparyanto pay a$250,000 penalty. T he case remains pending in the district
courtagainst the remaining defendantsand the interlocutory appeal remains pending in the Court of
Appeals.

Consumer Financial Protection Bureau and Anthony J. Albanese, Acting Superintendent of Financial
Services of the State of New Y ork v. Pension Funding, LLC; Pension Income, LLC; Steven Covey;
Edwin Lichtig; and Rex Hofelter (C.D. Cal. No. 8:15-cv-1329). On August 20, 2015, the Bureau and
the New Y ork Department of Financial Services (NY DFS) filed acomplaint against two companies,
Pension Funding, LLC and Pension Income, LLC, and three of the companies’ individual managers,
alleging that they deceived consumers about the costs and risks of their pension-advance loans. T he
Bureauand NY DFS alleged that from 2011 until about December 2014, Pension Funding and
Pension Income offered consumers lump-sum loan pay ments in exchange for the consumers
agreeingto redirectall or part of their pension pay ments to the companies for eightyears. The
Bureauand NY DFS also alleged that the individual defendants, Steven Covey, Edwin Lichtig, and
Rex Hofelter, designed and marketed these loansand were responsible for the companies’
operations. The Bureauand NY DFS alleged that all of the defendantsviolated the CFPA’s
prohibitions against unfair, deceptive, and abusive acts or practices.

On January 8, 2016, the courtappointed areceiver over defendants Pension Fundingand Pension
Income. The receiver’s responsibilities include taking control of all funds and assets of the
companiesand completing an accounting of all pension-advance transactions that are the subject of
the action. On February 10, 2016, the courtentered a stipulated final judgment and order asto two
of the individual defendants, Lichtigand Hofelter. T he order imposes bans on these individuals’
participationin pension-advance transactions and requires themto pay money to the receivership
estate. On July 11, 2016, the court granted a default judgment against the final individual defendant,
Covey,who did notappear in the case. The court’sorder imposes aban and requires Covey to pay
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disgorgement of approximately $580,000. T he court-appointed receiver’swork with respect to the
companies is ongoing.

In the Matter of Integrity Advance, LLC and James R. Carnes (File No. 2015-CFPB-0029) (not a
credit union or depository institution). On November 18, 2015, the Bureau filed a notice of charges
againstan online lender, Integrity Advance, LLC, and its CEO, James R. Carnes, alleging they
deceived consumers about the cost of short-term loans. T he Bureau alleges that the company’s
contracts did not disclose the costs consumers would pay under the default terms of the contracts.
The Bureau also alleges that the company unfairly used remotely created checks to debit consumers’
bank accounts evenafter the consumersrevoked authorization for automatic withdrawals. T he
Bureau isseeking injunctive relief, restitution, and the imposition of a civil money penalty. On
September 27, 2016, the Administrative Law Judge issued aRecommended Decision finding liability
and recommending injunctive and monetary relief. The Recommended Decision was appealed to the
Director, but further activity on that appeal was held inabeyance pending a decisionin PHH Corp. v.
CFPB, No. 15-1177 (D.C. Cir.), and, subsequently, pending a decisionin Luciav. SEC, No.17-0130 (S.
Ct.). Subsequentto the Supreme Court’srulingin Lucia, the Acting Director ordered the partiesto
submitadditional briefing, and the matter remains pending.

Consumer Financial Protection Bureau v. Global Financial Support, Inc., d/b/aStudent Financial
Resource Center, d/b/aCollege Financial Advisory; and Armond Ariaa/k/a Armond Amir Aria,
individually, and as owner and CEO of Global Financial Support, Inc. (S.D. Cal. No. 15-cv-2440).0On
October 29, 2015, the Bureau filed acomplaint alleging that Global Financial Support, Inc., which
operates under the names Student Financial Resource Center and College Financial Advisory, issued
marketing lettersinstructing studentsto fill outa formand pay a fee in exchange for the company
conducting extensive searches to target or match themwith individualized financial aid
opportunities. The Bureau alleges that consumers who paid the fee received nothingor ageneric
bookletthat failed to provide individualized advice. The Bureau also alleges that the defendants
misrepresented their affiliation with government and university financial aid offices and pressured
consumersto enrollthrough deceptive statements. The complaint seeks injunctive relief, restitution,
and the impositionof a civil money penalty. T his matter has been stayed since May 17, 2016, based
on an ongoing criminal prosecution of one of the defendants. T he case remains pending.

Consumer Financial Protection Bureauv. Borders & Borders, PLC, etal. (W.D. Ky. No. 13-cv-1047).
On October 24,2013, the Bureaufiled acomplaint alleging that Borders & Borders, a law firm
specializing in real estate closings, violated RESPA by paying local real estate and mortgage brokers
in exchange for referrals of settlement service business to the defendants. T he Bureau seeks
injunctive and other equitable relief. On February 12, 2015, the court denied the defendants’ motion
for judgment onthe pleading, buton July 13,2017, granted defendants’ motion for summary
judgment, finding the arrangements qualified as affiliated business arrangements under section
8(c)(4) of RESPA.On March 21, 2018, the court denied a motion for reconsideration filed by the
Bureau, holding that the arrangements did not violate section 8(a) of RESPA and, evenif they did,
were entitled to protection under section 8(c)(2) of RESPA. T he Bureau did notfile a Notice of
Appeal, and the case is closed.

Consumer Financial Protection Bureauv. NDG Financial Corp.,etal. (5.D.N.Y.No. 15-cv-5211). On
July 6, 2015, the Bureau filed a complaint against the NDG Financial Corporationand nine of its
affiliates alleging they engaged in unfair, deceptive, and abusive practices relating to its payday
lending enterprise. The Bureau alleges that the enterprise, which hascompanieslocated in Canada
and Malta, originated, serviced, and collected payday loans that were void under state law,
represented that U.S. federal and state laws did notapply to the Defendants or the payday loans, and
used unfair and deceptive tactics to secure repayment, all inviolation of the CFPA. On December 2,
2016, the court denied the defendants’ motions to dismiss. On December 6,2017, the clerk entered
defaultagainst the Maltese defendants. On February 5, 2018, the court voluntarily dismissed the
former owners and their holding corporations as defendants and relief defendants. T he Bureau
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moved for the sanction of default judgment against the remaining defendants, which the court
granted on March 29, 2018. T he case remains open.

Consumer Financial Protection Bureau v. Universal Debt & Payment Solutions, LLC, et al. (N.D. Ga.
No. 15-cv-0859). On March 26, 2015, the Bureau filed a complaint against a group of seven debt
collectionagencies, six individual debt collectors, four pay ment processors, and a telephone
marketing service provider alleging unlawful conduct related to aphantom debt collection operation.
Phantomdebtis debtconsumersdo notactually owe or debt that is not payable to those attempting
tocollectit. The Bureaualleges that the individuals, acting through a network of corporate

entities, used threats and harassment to collect “phantom” debt from consumers. T he Bureau alleges
the defendantsviolated the FDCPA and the CFPA’s prohibition on unfair and deceptive actsand
practices, and provided substantial assistance to unfair or deceptive conduct. The Bureau is seeking
permanent injunctive relief, restitution, and the imposition of a civil money penalty. On April 7,
2015, the Bureau obtained a preliminary injunction against the debt collectors that froze their assets
and enjoined their unlawful conduct. In September 1, 2015, the court denied the defendants’ motion
to dismiss. On August 25,2017, the courtdismissed the Bureau’s claims against the pay ment
processorsasadiscovery sanctionagainstthe Bureau. On November 15,2017, the Bureau, and two
remaining defendants moved for summary judgment.

Consumer Financial Protection Bureauv. Richard F. Moseley, Sr., etal. (W.D. Mo. No. 14-cv-0789).
On September 8,2014, the Bureau filed acomplaint against a confederation of online payday lenders
knownas the Hydra Group, its principals, and affiliates, alleging that they used a maze of
interrelated entities to make unauthorized and otherwise illegal loans to consumers. The Bureau
alleged that the defendants’ practicesviolate the CFPA, TILA, and EFT A. OnSeptember 9, 2014, the
courtissued an ex parte temporary restraining order against the defendants, ordering themto halt
lending operations. T he courtalso placed the companies in temporary receivership, appointed a
receiver, granted the Bureau immediate access to the defendants’ business premises, and froze their
assets. On October 3,2014, the courtentered astipulated preliminary injunction against the
defendants pending final judgmentin the case. On March 4, 2016, the court stayed the Bureau’s case
until criminal proceedings against Moseley, Sr. are resolved. In November 2017, Moseley was
convicted on multiple countsafter a jury trial in the Southern District of NewYork and in June 2018,
sentenced to 120 monthsin prison. The courtentered astipulated final judgment against one
individual defendant on July 23,2018, and a stipulated final judgment against Moseley and the
remaining defendantson August 10, 2018. Under the terms of the orders, Randazzo is banned from
the industry and required to pay a $1 civil penalty, and the remaining defendants are be banned from
the industry, and must forfeit approximately $14 millionin assets, and pay a $1 civil money penalty.
Thecivil penalty amountisbased in parton the defendants’ limited ability to pay. The August 10
order also imposesa judgment for $69 million for purposes of paying consumer redress, but, in light
of the defendants’ limited ability to pay, the judgment will be suspended uponcompliance with other
requirements.

Consumer Financial Protection Bureau v. T he Mortgage Law Group, LLP,d/b/aThe Law Firm of
Macey, Aleman & Searns; Consumer First Legal Group, LLC; Thomas G. Macey; Jeffrey J. Aleman;
Jason E. Searns;and Harold E. Stafford (W.D. Wis. No. 3:14-cv-0513). OnJuly 22,2014, the Bureau
fileda lawsuitin federal district courtagainst The Mortgage Law Group, LLP (T MLG), the Consumer
First Legal Group, LLC, and attorneys Thomas Macey, Jeffrey Aleman, Jason Searns, and Harold
Stafford. The Bureau alleges that the defendants violated Regulation O, formerly known as the
Mortgage Assistance Relief Services Rule, by taking pay ments from consumers for mortgage
modifications before the consumers signed a mortgage modification agreement fromtheir lender, by
failing to make required disclosures, by directingconsumers not to contact lenders, and by making
deceptive statements to consumerswhen providing mortgage assistance relief services. OnJune 21,
2017, thedistrictcourtentered astipulated judgment against the bankruptcy estate of TMLG, which
sought Chapter 7 bankruptcy. The courtenjoined TMLG from operating, and ordered TMLG to pay
$18,331,737 inredressand $20,815,000 incivil money penalties. On May 29, 2018, the Bureau filed
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an unopposed motionto increase the redressamount ordered by the courtto $18,716,725.78, based
on newly discovered informationabout additional advance fees paid by consumers. A trial was held
with the remaining defendantson April 24,2017 through April 28,2017. The court hasnotyetissued
findings of facts and conclusions of lawfollowing the trial, and has not yetruled on the Bureau’s May
29,2018 motion. T he case against the remaining defendants is ongoing.

Consumer Financial Protection Bureauv. ITT Educational Services, Inc. (S.D. Ind.No.14-cv-0292).
On January 6, 2014, the Bureau filed a lawsuit in federal district court against for-profit college chain
ITT Educational Services, Inc. The Bureau allegesthat IT T encouraged new students to enroll by
providing themfunding for the tuition gap that was not covered by federal student loan programs
with a zero-interestloan called “Temporary Credit.” This loan ty pically had to be paid in full at the
end of the student’sfirstacademic year. The Bureau allegesthat IT T knew from the outset that many
studentswould not be able to repay their Temporary Credit balances or fund their second-year
tuitiongap and that ITT illegally pushed its students into repaying their Temporary Creditand
funding their second-year tuition gaps through high-cost private student loan programs, onwhich
ITT knewstudentswere likely to default. In September of 2016, ITT closed all of its schools and filed
for bankruptcy. On September 8,2017, the courtentered an order administratively closing the case
without prejudice to the right of either party to move to reopen it within sixty daysof the approval of
a settlement by the Bankruptcy Courtoverseeing ITT’s Chapter 7 case.

Consumer Financial Protection Bureauv. CashCall, Inc., etal. (C.D. Cal. No. 15-cv-7522). On
December 16,2013, the Bureau filed acomplaint against online lender CashCall Inc., its owner, a
subsidiary, and an affiliate, alleging that they violated the CFPA’s prohibition against unfair,
deceptive, and abusive acts and practices by collecting and attempting to collect consumer-
installment loans that were void or partially nullified because they violated either state capson
interest rates or state licensing requirements for lenders. The Bureau alleged that CashCall serviced
loans it made in the name of an entity, Western Sky, whichwas located onthe Cheyenne River Sioux
Tribe’sland. On August 31, 2016, the court granted the Bureau’s motionfor partial summary
judgment, concluding that CashCall was the true lender onthe Western Sky loans. Asa result of that
finding, the Court set aside the choice-of-law provisioninthe loan agreements, found that the law of
the borrower’s state applied, and that the loanswere void. Because the loanswere void, the Court
foundthat the defendants engaged in deceptive actsor practices by collecting debts that consumers
did not owe. A trial was held from October 17 to 18,2017, onthe issue of appropriate relief. On
January 19, 2018, the courtissued findings of fact and conclusions of law imposinga $10.28 million
civil penalty but denying the Bureau’s request for restitution and an injunction. The Bureau filed a
Notice of Appeal on March 27,2018, and the defendants filed a Notice of Cross-Appeal two weeks
later.

In the Matter of Meridian Title Corporation (File No. 2017-CFPB-0019) (notacredit union or
depository institution). On September 27,2017, the Bureau issued a consent order against real estate
settlement services provider Meridian Title Corporationfinding that it steered consumersto atitle
insurer owned in part by several of its executives without making disclosures about the businesses’
affiliation. The Bureau found that Meridian failed to disclose its relationship with the title insurer
and that Meridianillegally benefitted fromthe referrals for title insurance. T he Bureau’s consent
order requires Meridianto ensure that it ceases the illegal practice, provides disclosures whenever it
makesa covered referral, and pay up to $1.25 millionin redress.

In the Matter of Zero Parallel, LLC (File No.2017-CFPB-0017) (notacredit unionor depository
institution). On September 6,2017, the Bureau issued a consent order against online lead aggregator
Zero Parallel, LLC. The Bureau found that Zero Parallel steered consumers toward lenderswho
offeredillegal or unlicensed loans that were void in the consumers’ states. T he Bureau also found
Zero Parallel sold consumers’ payday and installment loan applications to lenders it knewwere likely
to make voidloansthat the lenders had no legal right to collect. The Bureau’s order requires that
Zero Parallelend its illegal conductand pay a $100,000civil penalty.
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In the Matter of American Express Centurion Bank and American Express Bank, FSB (File No.2017-
CFPB-0016).0OnAugust 23,2017, the Bureau issued a consent order against American Express
CenturionBank and American Express Bank, FSB (collectively, American Express) finding they
violated the Equal Credit Opportunity Act (ECOA) by discriminating against consumersin Puerto
Rico, the U.S. Virgin Islands, and other U.S. territories. T he Bureau found that over the course of at
least tenyears, American Express provided these consumers creditand charge card terms that were
inferior in many respectsto those available inthe 50 U.S. states. The Bureau also found that
American Expressdiscriminated against certain consumerswith Spanish-language preferences.
American Express paid approximately $95millionin redress before the order wasissued. T he
Bureau’sorder requires American Expressto pay at least another $1 millionin compensation, and to
developand implementa comprehensive compliance planto ensure that it providescreditand
charge cardsto affected consumersina non-discriminatory manner.

Consumer Financial Protection Bureau v. Aequitas Capital Management, Inc., Aequitas Management
LLC, Aequitas Holdings, LLC, Aequitas Commercial Finance LLC, Campus Student Funding, LLC,
CSF Leverage | LLC, Aequitas Income Opportunity Fund, and Aequitas Income Protection Fund (D.
Or. No.3:17-cv-1278). OnAugust 17,2017, the Bureau filed acomplaint against Aequitas Capital
Management, Inc. and related entities alleging they aided the Corinthian Colleges in misrepresenting
compliance with federal student lending laws. T he Bureau alleged that Aequitas enabled Corinthian
to make high-cost private loans to Corinthian students so that it would seem as if the school was
making enough outside revenue to meet the requirementsfor receiving federal student aid dollars.
The Bureaualso alleged that both Aequitas and Corinthian knew students could not afford these
high-interest loans. On September 1, 2017, the courtentered afinal judgmentand order that
included approximately $183.3 millioninloan forgivenessand reduction.

In the Matter of JPMorgan Chase Bank, N.A. (File No.2017-CFPB-0015). On August 2, 2017, the
Bureau enteredinto a consent order with JPMorgan Chase Bank, N.A., for failuresrelated to
informationit provided for checkingaccount screening reports. Banks screen potential customers
based on reportsabout prior checkingaccount behavior created by consumer reporting companies.
The Bureau found that JPMorgan Chase did not have proper processesinplace for reporting
accurate informationand did not informconsumers about the results of their reporting disputes and
key aspectsof their checkingaccount application denials. The Bureau’sorder requires the bank to
pay a $4.6 million penalty and implement changesto its policiesto ensure accurate information is
reported, informconsumers of dispute investigation outcomes, and provide consumerswith the
contact information of the consumer reportingcompany that supplied information that JPMorgan
Chase used to deny an application for adepositaccount.

Consumer Financial Protection Bureauv. Park View Law (f.k.a. Prime Law Experts, Inc.)and Arthur
Barens (C.D. Cal. No. 2:17-cv-4721); Consumer Financial Protection Bureau v. Commercial Credit
Consultants (d.b.a. Accurise); IMC Capital L.L.C. (a.k.a. Imperial Meridian Capital L.L.C., Imperial
Capital, and IMCA Capital L.L.C); Prime Credit, L.L.C. (a.k.a. Prime Marketing, L.L.C.;d.b.a. Prime
Credit Consultants); Blake Johnson;and Eric Schlegel, (C.D. Cal. No. 2:17-cv-4720). OnJune 27,
2017, the Bureaufiled complaints against four California-based credit repair companies and three
individuals alleging they misled consumersand charged illegal fees. The Bureau alleged that the
companieschargedillegal advance fees for credit repair servicesand misrepresented their ability to
repair consumers’creditscores. OnJune 30,2017, the courtentered astipulated final judgment and
order against Prime Credit, L.L.C., IMC Capital, L.L.C., Commercial Credit Consultants, Blake
Johnson, and Eric Schlegel, ordering themto pay a civil money penalty of more than $1.5 million. On
July 10,2017, the courtentered asecond stipulated final judgment against Park View Law and its
owner Arthur Barensordering them to pay $500,000 indisgorgement. T he ordersalso prohibitall
defendants fromdoing business within the credit repair industry for five years.

Inthe Matter of Fay Servicing,LLC(File No.2017-CFPB-0014) (notacreditunionor depository
institution). On June 7, 2017, the Bureauissued a consent order against mortgage servicer Fay
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Servicing. The Bureau found that Fay violated the Bureau’s servicing rules by failingto send or
timely send consumers critical information regarding the processto apply for foreclosure relief. The
Bureau also found that in some instances Fay initiated or proceeded with the foreclosure process
while borrowerswere seeking loan modificationsand other forms of assistance. T he Bureau’s order
requires Fay to comply with mortgage servicing rulesand pay up to $1.15millionto harmed
borrowers.

In the Matter of Security National Automotive Acceptance Company, LLC (File No. 2017-CFPB-
0013) (notacreditunionor depository institution). On April 26, 2017, the Bureau issued a consent
order against Security National Automotive Acceptance Company (SNAAC), anauto lender
specializingin loansto servicemembers, finding that it violated aprior Bureau consentorder. In
2015, the Bureauissued a consent order requiring SNAAC to pay bothredressanda civil penalty for
illegal debt collectiontactics, including making threats to contact servicemembers’ commanding
officersabout debtsand misrepresenting the consequences of not paying. Inthe 2017 order, the
Bureaufound that SNAACviolated the 2015order by failing to provide more than $1 millionin
refundsand credits. The Bureau’s 2017 consent order requires SNAAC to pay the redress it owes to
affected consumersunder the 2015 order and pay an additional $1.25 millioncivil penalty.

Consumer Financial Protection Bureauv. SpotsylvaniaGold & Pawn, Inc. (E.D. Va. No. 3:16-cv-
0988); Consumer Financial Protection Bureauv. Fredericksburg Gold & Pawn, Inc. (E.D. Va. No.
3:16-cv-0987); Consumer Financial Protection Bureauv.PawnU.S.A, Inc. (E.D. Va. No. 1:16-cv-
1566); Consumer Financial Protection Bureauv. Ato Z Pawn, Inc. (E.D. Va. No. 1:16-cv-1567). On
December 19, 2016, the Bureau filed complaints against four Virginia pawnbrokers alleging that they
deceived consumers about the actual annual costs of their loans. Specifically, the Bureau alleged that
the four companiesviolated federal consumer financial law by misstating the APR associated with
pawn loans. The courtentered stipulated final judgmentsin all four proceedings between February
22,2017 and July 18,2017. Those orders permanently restrain Spotsylvania Gold & Pawn,
Fredericksburg Gold & Pawn, Pawn U.S.A., and A to Z Pawn fromdisclosingan inaccurate APR or
failing to provide required disclosures. Additionally, the ordersrequired Spotsylvania Gold & Pawn
to pay $20,209 asdisgorgementand a $7,500civil penalty; Fredericksburg Gold & Pawn to pay

$24 ,570asdisgorgementanda $5,000 civil penalty; Pawn U.S.A. to pay $36,367 as disgorgement
and a $10,000 civil penalty;and A to Z Pawn to pay a $3,500 civil penalty.

Consumer Financial Protection Bureauv. Prime Marketing Holdings, LLC, d/b/a/ Park View Credit,
National Credit Advisors, and Credit Experts (C.D. Cal. No. 2:16-cv-7111). On September 22, 2016,
the Bureaufiled a complaint against the credit repair company Prime Marketing Holdings, LLC
(PMH), alleging it charged consumersillegal advance feesand misrepresented the cost and
effectiveness of its services and the nature of its money-back guarantee. On August 31, 2017, the
courtentered astipulated final judgment and order.

The final judgment permanently bans PMH from doing business in the credit repair industry and
ordersit to pay a $150,000civil penalty.
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6. Actions taken regarding rules,
orders, and supervisory
actions with respect to
covered persons which are

not credit unions or depository
Institutions

The Bureau’s Supervisory Highlights publications provide general information about the Bureau’s
supervisory activities at banks and nonbanks without identifying specific companies. The Bureau
published two issues of Supervisory Highlights between April 1,2017,and March 31, 2018.58

All public enforcementactionsare listed in section 5 of this Report. Those actions taken with respect
to covered personswhichare not credit unions or depository institutionsare noted withinthe
summary of the action.
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/. Assessment of significant
actions by State attorneys
general or State regulators
relating to Federal consumer
financial law:-

For purposes of the section1016(c)(7) reporting requirement, the Bureau determined that any
actionsasserting claims pursuant to section 104 2 of the Dodd-Frank Actare “significant.” T he
Bureau is aware of the following State Attorney General actions that were initiated during the
reporting period and that asserted Dodd-Frank Act claims. T he reporting period for this information
is October 1, 2017, through March 31, 2018.

State of Alabamaet al. v. PHH Mortgage Corporation, No. 18-cv-0009 (D.D.C. Jan. 3, 2018). On
January 3, 2018, the Attorneys General for 49 states and the District of Columbiafiled a complaint
and agreed consent judgment against PHH Mortgage Corporation inthe United States District Court
for the District of Columbia. T he complaint alleged that PHH engaged in mortgage servicingand
foreclosure processing practices that were unfair and deceptive under state law. Inaddition, the
statesand the District of Columbia alleged that these mortgage servicingand foreclosure processing
practices were unfair and deceptiveunder the Consumer Financial Protection Act (CFPA),12U.S.C.
5531(a)(1)(B).

Navajo Nationv. Wells Fargo & Company, Wells Fargo Bank, N.A.,and Does 1-10, No. 17-cv-1219
(D.N.M.Dec.12,2017). OnDecember 12,2017, the Navajo Nation filed acomplaint against Wells
Fargo & Company, Wells Fargo Bank, and Does 1-10 inthe United States District Court for the
District of New Mexico. The Navajo Nationalleged that Wells Fargo & Company and Does 1-10in, or
provided substantial assistance to Wells Fargo Bank in, opening unauthorized accounts for
consumers. Thisactivity was alleged to violate the prohibition onunfair, deceptive, and abusive acts
or practicesinthe CFPA, 12 U.S.C.5536(a)(1)(B). The NavajoNationalso alleged that Wells Fargo &
Company and Does1-10violatedthe CFPA,12U.S.C.5536(a)(1)(A), by violating the Equal Credit
Opportunity Act (ECOA), 15U.S.C. 1691(a), and its implementing regulation, 12 C.F.R.1002.4, the
Electronic Fund Transfer Act (EFTA), 15U.S.C. 1693i(b), and itsimplementing regulation, 12 C.F.R.
1005.5(a), the TruthinLending Act (T 1LA), 15U.S.C. 1642, and its implementing regulation, 12
C.F.R.1026.12(a), the Fair Credit Reporting Act (FCRA), 15 U.S.C. 1681(b), and the implementing
regulationfor the Truthin SavingsAct, 12 C.F.R.1030.4(a)(1)(i). The Navajo Nationalleged that all
defendantsengaged in improper or unauthorized consumer bankingactivity inviolation of the
FCRA,ECOA, EFTA,and TILA, andtheir respective implementing regulations, the New Mexico

59 State Attorney General actions summaries are current as of March 31,2018, and do not include activities that occurred
after the reporting period.
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Unfair Practices Act, N.M. Stat. 57-12-1 et seq., the ArizonaConsumer Fraud Act, A.R.S. 44-1522 et
seq., and the Navajo Nation Consumer Practices Act, N.N.C. 1101 et seq. The Navajo Nationalso
alleged that the defendants’ activity constituted fraud, conversion, or unjust enrichment. Finally, the
Navajo Nationalleged that the defendants made material misrepresentationsto it regarding its
improper sales practices.

Commonwealth of Pennsylvaniav. Navient Corporationand Navient Solutions, L.L.C., No. 17-cv-
1814 (M.D.Pa.Oct.5,2017). OnOctober 5, 2017, the Commonwealth of Pennsylvaniafiled a
complaint against Navient Corporationand Navient Solutions, L.L.C. inthe United States District
Courtfor the Middle District of Pennsylvania. Pennsylvaniaalleged that the companies engaged in
unfair methods of competitionand unfairactsor practicesinthe course of originating private
student loans and servicing federal and private student loans, in violation of Pennsy Ilvania Consumer
ProtectionLaw, 73.P.S. 201-3. Pennsylvania’s complaint also included allegations that the
companies’studentloan servicing practices violated the prohibition on unfair and deceptive actsor
practicesunder the CFPA, 12 U.S.C.5531(a)(1)(B).

Commonwealth of Massachusettsv. Pennsylvania Higher Education Assistance Agency, d/b/a/
FedLoan Servicing, No. 1784-cv-2682 (Mass. Super. Ct. Aug. 23,2017). On August 23, 2017, the
Commonwealth of Massachusettsfiled suitin the Massachusetts’ Superior Courtagainst
Pennsylvania Higher Education Assistance Agency (PHEAA), which also does business as FedLoan
Servicing. Massachusetts alleged that PHEAA violated the Massachusetts Consumer Protection Law,
M.G.L.A.c.93A,82(a), by engaging in unfair and deceptive actsand practicesand violating
Massachusetts’ Debt Collection Regulations, 940 C.M.R. 7.07(16). Inaddition, Massachusetts alleged
that PHEAA violated the CFPA, 12 U.S.C. 5531(a)(1)(B), by engaging in unfair actsand practices.

Office of the Attorney General, the State of Florida, Department of Legal Affairs, and Office of
Financial Regulation, the State of Florida, Division of Consumer Finance, v. Ocwen Financial
Corporation, aFloridacorporation, Ocwen Mortgage Servicing, Inc.,aU.S. Virgin Islands
corporation, and Ocwen Loan Servicing, LLC, a Delaware limited liability company, No. 9:17-cv-
80496 (S.D. Fla. Apr.20,2017).OnApril 20, 2017, the Office of the Attorney General and the Office
of Financial Regulation for Floridafiled suit in the United States District Court for the Southern
District of Florida against Ocwen Financial Corporation, Ocwen Mortgage Servicing, Inc.,and Ocwen
Loan Servicing, LLC (collectively referred to as “Ocwen”). Floridaalleged that Ocwen violated the
Consumer Financial Protection Act, 12 U.S.C.5531(a)(1)(A), by violating section 6(g) of the Real
Estate Settlement Procedures Act (RESPA), 12 U.S.C. 2605(g), and sections 1024.17,1024.34, and
1024 .41 of RESPA’'simplementing regulation, Regulation X, 12 C.F.R. pt. 1024. Inaddition, the
Florida Attorney General alleged that Ocwenviolated the Florida Deceptive and Unfair T rade
PracticesAct, Fla. Stat. 501.204(1), by engaging in unfair and deceptive actsor practices. The Florida
Office of Financial Regulationalleged that Ocwen Loan Servicing, LLC, violated sections494.00255
and 494.0063 of the Florida Statutes.
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8. Analysis of the efforts of the

Bureau to fulfill the fair lending
mission of the Bureau

T his Semi-Annual Report update is focused on highlights fromthe Bureau’s fair lending
enforcement®® and rulemaking®! activities from April 1,2017, through March 31, 2018, and continued
effortsto fulfill the fair lending mission of the Bureau, through, for example, supervision,
interagency coordination, and outreach, from October 1, 2017, through March 31, 2018.62

8.1 Fair lending supervision

The Bureau’s Fair Lending Supervision program assesses compliance with Federal fair lending
consumer financial laws and regulations at banks and nonbanks over which the Bureau has
supervisory authority. Asaresult of the Bureau’s efforts to fulfill its fair lending mission in this
reporting period, the Bureau’s Fair Lending Supervision program initiated 10 supervisory events at
financial services institutions under the Bureau’s jurisdiction to determine compliance with federal
laws intended to ensure the fair, equitable, and nondiscriminatory accessto creditfor both
individuals and communities, including the Equal Credit Opportunity Act (ECOA)and Home
Mortgage Disclosure Act (HMDA).

For exam reportsissued by Fair Lending Supervision during the reporting period, the most
frequently cited violations of Regulation B and Regulation C were:

= Section1002.9(c)(2): Failure to adequately notify anapplicant that additional informationis
needed foran application;

= Section1002.14(a): Failure to routinely provide acopy of anappraisal reportto an applicant
for creditsecured by alien on a dwelling; and

= Section1003.4(a): Failure by a financial institutionto collect dataregarding applications for
coveredloansthatit receives, originates, or purchasesina calendaryear, or, failure to collect
data regarding certain requests under a preapproval programina calendar year.

In the currentreporting period, the Bureau conducted fewer fair lending supervisory events, and
issued fewer matters requiring attention (MRASs) or memorandaof understanding (MOUSs) than in
the prior period. MRAsand MOUs direct entities to take correctiveactions and are monitored by the
Bureau through follow-up supervisory events. Inthe current period, however, the Bureau cleared a
substantially higher number of MRAs or MOU items from past supervisory events thaninthe prior

60 Dodd-Frank Act § 1016(c)(5).
61 Dodd-Frank Act § 1016(c)(3).
62 Dodd-Frank Act §1016(c)(8).
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period.

8.2 Fair lending enforcements

The Bureau has the statutory authority to bringenforcement actions pursuant to HMDA and ECOA.
In this regard, the Bureau has the authority to engage in research, conduct investigations, file
administrative complaints, hold hearings, and adjudicate claims through the Bureau’s administrative
enforcement process. The Bureau also has independent litigating authority and can file cases in
federal courtalleging violations of fair lending laws under the Bureau’s jurisdiction. Like other
federal bank regulators, the Bureauis required to refer mattersto the U.S. Department of Justice
(DOJ) when it has reasonto believe thata creditor hasengaged in a patternor practice of lending
discrimination. 64

Over the past year, the Bureau announced one fair lending public enforcement action involving credit
cards. Asdescribed inthe Enforcement section of thisreport, on August 23, 2017, the Bureau took
actionagainst American Express Centurion Bank and American Express Bank, FSB for violating
ECOA by discriminating against consumers in Puerto Rico, the U.S. Virgin Islands, and other U.S.
territories by providing themwith creditand charge card termsthat were inferior in many respects
tothose availableinthe 50 U.S. states. T he Bureau also found that American Expressdiscriminated
against certainconsumerswith Spanish-language preferences.

The Bureau also continues to administer prior fair lending enforcementactions. On September 28,
2015, workingincoordinationwith the DOJ, the Bureau ordered Fifth T hird Bank (Fifth Third) to
pay $18 million in damages to harmed African-American and Hispanic borrowers for unlawful
discrimination.® On January 4, 2018, participation materials were mailed to potentially eligible
borrowerswhom Fifth Third overcharged for their auto loans notifying them howto participate in
the settlement fund. On February 2, 2016, working with the DOJ, the Bureau ordered Toyota Motor
Credit Corporation (T oyota Motor Credit), to pay up to $21.9 million in damages to harmed African-
Americanand Asianor Pacific Islander borrowers for unlawful discrimination.® On December 29,
2017, participation materials were mailed to potentially eligible borrowerswhom T oyota Motor
Creditoverchargedfor their auto loans notifying them howto participate inthe settlement fund.

On May 28, 2015, working jointly with the DOJ, the Bureau and the DOJ filed a joint consent order
against Provident Funding Associates (Provident), which was entered by the United States District
Courtforthe Northern District of CaliforniaonJune 18, 2015. T he consent order requires Provident
to pay $9 million in damages to harmed African-American and Hispanic borrowers for unlawful
discrimination. On November 2, 2017, participating African-American and Hispanic borrowerswho
were unlawfully overcharged ontheir mortgage loans were mailed checks compensating themfor
their harm caused by Provident. OnJuly 14,2015, working in close coordination with the DOJ, the
Bureauordered American Honda Finance Corporation (Honda Finance) to pay $24 millionin
damages to harmed African-American, Hispanic, and Asian or Pacific Islander borrowers. On
October 2,2017, participating African-American, Hispanic, and Asian or Pacific Islander

63 Section 1016(c)(5) of the Dodd-Frank Act requires the Bureauto includein the semi-annual report public enforcement
actionstheBureau wasa party toduring the preceding year, which is April 1,2017 through March 31, 2018, for this report.

64 See15U.5.C. §1691e(h).

65 0n May 21, 2018, the President signed a joint resolution passed by Congress disapproving the Bu reau’s Bulletin titled
“Indirect Auto Lending and Compliance with the Equ al Credit Opportunity Act” (Bulletin), which had provided guidance
about ECOA andits implementingregulation, Regulation B. Consistent with the joint resolution, the Bulletin has no force
or effect. The ECOA and Regulation Bareunchanged and remain in force and effect.

66 See supranote65.
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borrowers®, whom HondaFinance overcharged for their auto loans were mailed checks
compensating themfor their harm.

On December 19,2013, workinginclose coordinationwith the DOJ, the Bureau ordered Ally
Financial Inc. and Ally Bank (Ally) to pay $80 million in damages to harmed African-American,
Hispanic, and Asian or Pacific Islander borrowers.® Inaddition, Ally paid approximately $38.9
million in September 2015, $51.5 millionin May 2016, and an additional $4 8.8 million in April 2017,
the final year of the order, to consumerswho Ally determined were both eligible and overcharged on
auto loans issued during 2014, 2015, and 2016, respectively.

Finally, during this reporting period®and pursuant to section 706(g) of ECOA, the Bureau also
referred one matter to the DOJ with regard to discriminationin creditcard account management,
installment lending, and mortgage servicing onthe bases of national origin and race.

8.3 Fair lending outreach

The Bureau is committed to hearing fromand communicating directly with stakeholderson
compliance and educationrelating to fair lending.’° Outreach is accomplished through issuance of
Reportsto Congress, Interagency Statements, Supervisory Highlights, Compliance Bulletins, letters
and blog posts, as well as through the delivery of speeches, meetings, and presentations addressing
fair lending and accessto credit matters. During the reporting period, Fair Lending staff participated
in 13 eventswhere they worked directly with stakeholders to educate themabout fair lending
compliance and accessto creditissues, heard stakeholder views on Fair Lending’s work to inform the
Bureau, or provided speeches onfair lending topics.

8.4 Interagency coordination

The Bureau’sfair lending activity involves regular coordination with other federal and state
regulatory and enforcement partners.”! During the reporting period, Fair Lending continued to lead
the Bureau’sfair lending interagency coordination and collaboration efforts by working with
partnerson the Interagency Task Forceon Fair Lending, the Interagency Working Group on Fair
Lending Enforcement, and the FFIEC HMDA Data Collection Subcommittee

67 See supra note65.

68 See supra note 65.

69 Aprill,2017 throughMarch31,2018.
70 Dodd-Frank Act §1013(c) (2)(C).

1 Dodd-Frank Act §1013(c) (2)(B).
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9. Analysis of the efforts of the
Bureau to increase workforce
and contracting diversity
consistent with the procedures
established by the Office of

Minority and Women Inclusion
(OMWI).

The Bureau has developed a Diversity and Inclusion Strategic Plan 2016-2020 (Diversity and
Inclusion Plan) to guide the Bureau in its effortsto manage its diversity and inclusion goals, and
objectives.”?The Bureau also publishes an Annual OMWI report in the spring of each year and
the Bureau published its 2017 report on March 29, 2018.73

During the reporting period, the Bureau began executingon objectives and strategies outlined in the
Bureau of Consumer Financial Protection Strategic Plan FY 2018-202274 (Bureau Strategic Plan)
which complements and reinforces the Diversity and Inclusion Strategic Plan.

Objective 3.2 of the Bureau’s Strategic Plancommits the Bureau to “maintain a talented, diverse,
inclusive and engaged workforce.” The plan requires the Bureau to achieve this objective with
specific strategies, which are:

= Establish and maintain human capital policies and programsto help the Agency effectively
and efficiently manage a talented, diverse, and inclusive workforce.

= Offerlearning and development opportunities that foster aclimate of professional growth and
continuousimprovement.

= Develop human capital processes, tools, and technologies that continue to supportthe
maturation of the Bureau and the effectiveness of human resource operations.

= Build a positive work environment that engages employees and enables them to continue
doing their best work.

= Maintain comprehensive equal employ ment opportunity (EEO) compliance and diversity and

72 https://www.consumerfinance.gov/data-research/research-reports/cfpb-diversity-and-inclusion-strategic-plan-2016-
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inclusion programs, including those focused on minority and women inclusion.

9.1 Increasing workforce diversity

As of March 31, 2018, an analysis of the Bureau’s current workforce reveals the following key
points:

=  Women represent 49% of the Bureau’s workforce in 2018 with no change from 2017.

= Minorities represent 39% of the Bureau workforce in 2018 with no change in the
percentage of ethnic minority employees (Hispanic, Black, Asian, Native Hawaiian/Other
Pacific Islander (NH/OPI), American Indian/Alaska Native (Al/AN) and employees of
Two or More races) from 2017.

The Bureau engages in the following activities to increase workforce diversity:
9.1.1 Staffing

The Bureau enhancesdiversity by recruiting, hiring, and retaining highly qualified individuals from
diverse backgroundsto fill positions at the Bureau. During the reporting period, the Bureau was
under a hiring freeze. The Bureau continued to utilize the studentvolunteer internship programand
other professional development programs to assist in the Agency’s workforce needs.

9.1.2 Workforce engagement

Topromote an inclusive work environment, the Bureau focuses on strong engagement with
employees and utilizes an integrated approach to education, training, and engagement
programs that ensures diversity and inclusion and non-discrimination concepts are part of the
learning curriculum and work environment.

9.1.3 Strategic planning

The Bureau ensuressenior leaders are aware of demographic trends of the Bureau’sworkforce.
Planning is done to increase inclusion and retention of the diverse workforce.

9.2 Increasing contracting diversity

In accordwith the mandates in section 342(b)(2)(B) of the Dodd-Frank Act, Goal Four in the
Bureau’s Diversity and Inclusion Plan describes the efforts the Bureau takes to increase
contracting opportunities for diverse businesses including Minority-owned and Women-owned
Businesses (MWOBs). The OMW!I office and the Office of Procurement collectively work to
increase opportunities for participation by MWOBs and Small Business Enterprises (SBES).
Over the relevant reporting period, those activities include:

9.2.1 Outreach to contractors

The Bureau increasesopportunities for participation of MWOBs and SBEs by:
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= Creating and publishing a procurement forecastto assist contractors better understand
upcoming business opportunities;

» Proactively making recommendations that promote the use of qualified MWOB and SBE
contractors in Bureau contracts.

= Updating and distributing technical assistance guides for businesses including A Guide to
Doing Business with the Bureau, in order to assist businesses understand the
procurement process. These resources are also made available digitally on the Bureau
website. "5

= Publishing the Bureau’s supplier diversity policy on the Bureau website;”® and

= Participating in four national supplier diversity conferences aimed at MWOBs and SBEs
and providing technical assistance meetings to businesses new to government contracting
or doing business with the Bureau.

As a result of these efforts, the Bureau has increased the number of contract awards to MWOBs
each year. During the first and second quarters of FY 2018,77 the Bureau awarded 22.6% of
contract dollars to SBEs, some of which are also MWOBSs. The Bureau is on track to exceed the
annual Small Business Administration’s recommended goal for each Federal agency of 23%. Of
the 22.6% of SBE contracts awarded by the Bureau during this time, 8.8% went to small
disadvantaged businesses (minority-owned). The total contract dollars awarded to woman-
owned small businesses during this period was 6.9%.

9.3 Diversity within the Bureau contractors’
workforces

In accordwith the mandates in section 342(c)(2) of the Dodd-Frank Act, Goal Six of the
Bureau’s Diversity and Inclusion Plan describes the efforts the Bureau takes to determine that a
contractor will ensure, to the maximum extent possible, the fair inclusion of women and
minorities in the contractor workforce, and as applicable, subcontractors workforce. To provide
notice to contractors of this responsibility, the Bureau developed and inserted a contract clause,
Good Faith Effort, into all Bureau solicitations and contracts. The Bureau is implementing its
standards and procedures developed under section 342(c)(3)(A) to enable the OMWI Director
to make a determination about a contractor’s (and, as applicable, a subcontractor’s) good-faith
efforts to include minorities and women in their workplaces.

7" Data source isfrom the Federal Procurement Data Sy stem (FPDS) for FY 2018 from October 1,2017 through March
31,2018.Thedataarecurrentasof May 7,2018. FPDS data issubjecttoan OMBannual validation each January for
thepreviousfiscalyear.
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ADDENDUM

2017 Annual Report to Congress
on the Secure and Fair
Enforcement for Mortgage
Licensing Act of 2008 (SAFE
Act)

The Secure and Fair Enforcement for Mortgage Licensing Actof 2008 (SAFE Act) mandatesa
nationwide licensing systemand registry for residential mortgage loanoriginators. It requires that
State licensingand registration and federal registration of mortgage loan originators (MLOs) be
accomplished through the same online system, known as the Nationwide Mortgage Licensing System
and Registry (NMLS&R). The NMLS&R isowned and operated by the State Regulatory Registry LLC
(SRR), a wholly owned subsidiary of the Conference of State Bank Supervisors (CSBS). T he statutory
purposes of the SAFE Act generally include increasing uniformity, reducing regulatory burden,
enhancing consumer protection, and reducing fraud.

In July 2011, the Dodd-Frank Wall Street Reformand Consumer Protection Act of 2010 (Dodd-
Frank Act) transferredto the Bureau rulemaking authority, and other authorities, of the Board of
Governorsof the Federal Reserve System, the Comptroller of the Currency, the National Credit
Union Administration, the Federal Deposit Insurance Corporation, and the Department of Housing
and Urban Development for the SAFE Act. With this transfer, the Bureau assumed the (1)
responsibility for developing and maintaining the federal registration system; (2) supervisory and
enforcementauthority for SAFE Actcompliance for applicable entities under the Bureau’s
jurisdiction; (3) back-up and related authority relatingto SAFE Act standards for MLO licensing
systems at the state level;and (4) certainrulemaking authority.

While administering the SAFE Actduring 2017, the Bureauworked closely with SRR/CSBS to
facilitate sharing mortgage loan originator information between state and federal regulators through
the NMLS&R. Officials fromthe Bureau and SRR/CSBS met regularly to discuss issues related to the
operation of the NMLS&R, resolve issues, and discuss requirements and policies related to the
administrationand functions of the NMLS&R. T he Bureau reviewed, and approved as applicable,
NMLS&R record adjustment requests to correct inaccurate information on federal registrant
accounts. Italso responded to Freedom of Information Act (FOIA) requests that pertained to
federally registered MLOs.

Bureau officials participated in the ninth annual NMLS User Conference and T raining that provided
informationand training onthe NMLS&R’s state licensing and federal registry system related
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processes. The eventwasopento regulatory and industry systemusers, education providers,
consultants, and others interested in attending, so it also provided anopportunity for Bureau
officials to meet the other participants, build relationships, and share contact information.

The Bureau continuesto answer SAFE Act-related questions through its regulations guidance
functionand maintains a SAFE Act Inquiries e-mail box to manage operational questions about the
SAFE Act. Questions frequently received in2017 involved routine compliance issues related to
licensing and registration, MLO disclosure questions, and those related to the use of the online
system. T he Bureauworkswith NMLS&R officialswith inquiries associated to the use of the system.

Allbank and non-bank mortgage origination exams conducted by the Bureau in 2017 included a
reviewfor compliance with the SAFE Act. Examinerstested for accurate licensing and registrationas
well as related policiesand procedures. SAFE Actviolations were discovered during the review.

In mid-2017, the Bureau exercised its Option to Extend the Term of the Contractonits no-cost
contractwith SRR for the NMLS&R. T he purpose of the contract is to maintain and make
modifications, as necessary, to the federal Registry. As of December 31, 2017, there were
approximately 421,555federally registered MLOs in the NMLS&R.

During 2017, SRR/CSBS continued to engage the Bureau on issues regarding the modernization of
the NMLS&R (“NMLS 2.0”). The modernization entails rebuilding the NMLS&R on a more modern
platformin order to improve itsoperations, enhance the user experience, and strengthen
supervision. The Bureau began providing its feedbackand positiononcurrentand proposed
functionsrelating to the federal registration process for mortgage loanoriginatorsinthe NMLS&R to
SRR/CSBS.
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