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Consumer finance continues to be one of the most heavily requlated segments of the financial services industry, with multiple
reqgulatory agencies focused on the industry at both the federal and state levels. The Consumer Financial Protection Bureau (CFPB)
is the principal federal regulator responsible for enforcement of consumer financial law.* The digitization of consumer finance and
evolving regulations have increased compliance risk and, consequently, requlatory enforcement. Understanding requlatory priorities
and the leading practices for responding to regulatory inquiries is essential for financial organizations.

Key CFPB enforcement priorities for 2023

Junk fees

The CFPB launched an initiative aimed at assessing the reasonableness of fees charged to consumers by financial institutions that
it has labeled “junk fees.” The CFPB defines junk fees as fees that “far exceed the marginal cost of the service they purport to
cover" (e.g., convenience fees for processing payments, minimum balance fees). As a result, many large financial institutions have
proactively announced the elimination or reduction of some fees.

Expansive policies on UDAAP and fair lending enforcement and discrimination
The CFPB is expanding fair lending enforcement to cover all credit products and enhancing its unfair, deceptive, or abusive acts
and practices (UDAAP) examination procedures to further protect consumers from discriminatory conduct.

Corporate recidivism

A repeat offender unit has been created within CFPB’s Supervision Division to focus on identifying

the root causes of recurring violations. The unit will recommend and pursue remedies to hold

companies accountable for failing to comply with federal law. It will be focused on designing a model

to review and monitor recidivists to reduce repeat violations in the future. However, questions

remain as to what criteria determines a “repeat offense.” In December 2022, the CFPB proposed a

rule? that would require nonbanks to report any state and local court orders or judgments involving /
consumer financial products. The bureau intends to create a registry for nonbanks to submit

information about enforcement orders in order to facilitate the repeat offenders unit.

Money transfer service fraud and scams

Fraudulent money transfers via peer-to-peer payment platforms may soon be the responsibility of

the banks. The CFPB has stated it is holding financial institutions accountable for their investigation BuiIdinq a better
and error-resolution obligations. working world



Enforcement actions by year of filing date?
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Managing CFPB scrutiny requires forward thinking

\./ Consult with legal counsel familiar with CFPB investigations

\/ Gather and preserve all information; objectively assess your situation

\/ Consider the role of data analytics in regulatory inquiries

\:/ Focus on data quality and consistency

\/ Negotiate the terms of the information request with the agency

\/ Maintain good faith cooperation and open communication with the requlatory agency

\/ Maintain timeliness and accuracy of responses
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https://www.consumerfinance.gov/compliance/circulars/about/
https://www.consumerfinance.gov/about-us/newsroom/cfpb-proposes-registry-to-detect-repeat-offenders/
https://eur01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.consumerfinance.gov%2Fenforcement%2Factions%2F&data=05%7C01%7CDeb.Christoph%40ey.com%7C00e539401b314d2aeca208db02d73fa7%7C5b973f9977df4bebb27daa0c70b8482c%7C0%7C0%7C638106895729362703%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=P2EOySvgTOwuSUElBkWJK%2F4w7t6vcp6%2FxtUCULQiaG0%3D&reserved=0

Key takeaway

In order to be prepared for regulatory inquiries,
assess how each of the CFPB priorities applies to
your business. Start by asking questions and gathering
information on your institution today.
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About EY Forensic & Integrity Services

Embedding integrity into an organization’s strategic vision and
day-to-day operations is critical when managing complex issues

of fraud, regulatory compliance, investigations and business
disputes. Our international team of more than 4,000 forensic and
technology professionals helps leaders balance business objectives
and risks, build data-centric ethics and compliance programs, and
ultimately develop a culture of integrity. We consider your distinct
circumstances and needs to assemble the right multidisciplinary and
culturally aligned team for you and your legal advisors. We strive to
bring you the benefits of our leading technology, deep subject-matter
knowledge and broad global sector experience.
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This material has been prepared for general informational purposes
only and is not intended to be relied upon as accounting, tax, legal or
other professional advice. Please refer to your advisors for specific
advice.
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