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I INTRODUCTION

J.G. Wentworth, LLC ( “J.G. Wen;[worth”) is the most recognized company in the
structured settiefnent and annuity payment purchasing industry, and strives to be a leader in the
areas of customer satisfaction and consumer protection. J.G, Wentworth is fully committed to
the Consﬁmer Financial Protection Bureau’s (“CFPB” or the “Bureau”) mission éf ensuring
effective regulation of markets that are fair and transparent for consumers. These are the keys to
empowering consumers to take control of their economic affairs, and J.G. Wentworth does not
support or condone the predatory practices that have sometimes been reported in this market,

- For thése reasons J.G. Wentworth has cooperated With the Bureau’s investigation to date and has
proposed to work with the Bureau on market reform and consumer pljotection initiatives outside
of the enforcement process. Bureau Staff have not responded to this proposal, and have instead
insisted on continuing with an investigation that exceeds the CFPB’s jurisdictional authority and
will not have any beneficial result for consumers.

'The Bureau lacks jurisdiction over the company’s structured settlement and anﬁuity
payment purchasing activities that are the subject of tAhe‘ CID and therefore lacks the authority to
further investigate these businesses. Prior to receiving the Civil Investigative Demand (“CID”)
that is the subject of this Petition, J.G. Wentworth and its affiliates received and responded to
two substantial CIDs for documents and information, and three company employees provided
oral téstimony during investigative hearings. The documentary and testimonial record developed
so far amply demonstrates that thefe is no basis for CFPB jurisdiction over J.G. Wentworth’s
structured settlement and énnuity payment puréhasing activities. J.G. Wentworth’s business of
purchasing structured settlement and annuity payments is not a consumer financial product or
service within the CFPB’s Unfair Deceptive and Abusive Acts and Practices (“UDAAP”)

jurisdiction and could not possibly give rise to a violation of the Truth in Lending Act (“TILA”).
1



The conduct that is addressed in the CID is therefore outside the Bureau’s enforcement
jurisdiction, and the CID should be set aside in its entirety.'

II.  BACKGROUND

. J.G. Wentworth provides liquidity to customers by purchasing future streams of income,
such as structured settlement and annuity payments.2 J.G. Wentworth directly purchases thése
future fixed payments in exchange for a single up-front cash payment negotiated with each
seller.’ Customers most commonly use sale proceeds for a variety of needs, including but not
limited to paying current bills or for housing related expenses.” J.G. Wentworth primarily
markets two leading brands—1J.G. Wentwofth and Peachtree®—and it currently employs
approximately 388 full-time employees. »

* Structured settlements are a type of contractual agreement used to settle a tort claim
whereby the claimant is compensated through a seriesb of payments, rather than one lump
payment.® An annuity is an insurance product purchased by or for an individual entitling that
person to an ongoing stream of periodic payments.7 In its transactions, J.G. Wentworth pays the

seller a lump sum in exchange for which the seller assigns to J.G. Wentworth all or a portion of

! This petition is timely filed pursuant to the requirements set forth in 12 U.S.C. § 5562(f) and 12 CF.R. §
1080.6(e).

2 See JIGW-CID-0000024 (1.G. Wentwerth presentation entitled “Introduction to Structured Settlements™) at
JGW-CID-0000025; Parker Testimony (June 9, 2015) 16:19-24.

3 See, e.g., JIGW-CID-00000112 (JGW Call Introduction Script); Parker Testimony (June 9, 2015) 21:7-24,
§8:5-89:18.

4 See JGW-CID-0000024 (J.G. Wentworth presentation entitled “Introduction to Structured Settlements™) at
JGW-CID-0000027. _ , .

> See JGW-CID-00006220 (Presentation entitled Industry Overview) at JGW-CID-00006228-6229.

6 See JGW-CID-0000024 (J.G. Wentworth presentation entitled “Introduction to Structured Settlements™) at
JGW-CID-0000025.

! See IGW-CID-00000116 (J.G. Wentworth Annuity Purchase Program New Rep Training Primer) at JGW-

CID-00000117.
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his or her rights to payments under the structured settlement or annuity.® The future payments
are issued to J.G, Wentworth directly by the third party—typically an insurance company—
funding the settlement or annuity.” Critically, when J.G. Wentworth purchases the right to
receive future settlement or annuity payments from a customer, no money is lent, no credit is
extended, and no money is owed by the customer that must be repaid.'® The contract that
governs every structured settlement and annuity payment purchase effectuates a sale, and
nothing more.'" The document is labeled a “Purchase Contract,” and describes the transaction
in plain language on the first page: “You... signed a Settlement Agfeement that entitles You to
receive certain future payments,.. . Rather than wait for the Settlement Payments to be made to
you in the future, You want to sell all or some of those Seﬁlement Paymenté to Us now fora
luﬁp sum.”? The remainder of the document is replete with references to a sales transaction:
“1. Sale of the Purchased Payments;” “2. Purchase P;’ice;” “You sell, transfer and assign to Us
the right to receive the Purchased Payments;” “Yeou understand that THIS IS A SALE AND
NOT A LOAN.”? TIn addition, required disclosure statements iﬁclude the following message in
capitalized, bold typeface: “PLEASE NOTE THAT THIS IS NOT A LOAN, BUT A SALE
OF PAYMENT RIGHTS AND THE INTEREST FIGURE IS ONLY PROVIDED AS AN

ILLUSTRATION OF THE ECONOMIC IMPACT OF THE SALE."*

8 See, e.g., IGW-CID-00000112 (JGW Call Introduction Script); see also Borowski Testimony (June 10,
'2015) 70:5-8 (“A customer may change their mind on the size of the deal They may want to sell less, they might
want to sell more.”).
i See, e.g., JIGW-CID-00009349 (Sample Transaction File Produced to CFPB) at JGW-CID-00009359-9360
(directing insurance company. to send payments directly to J.G. Wentworth); see also Borowski Testimony (June 10,
2015) 91:11-15 (“The customer does not necessarily own the annuity. The insurance company maintains that
obhgatlon to pay it out. So we are transferring the customer’s payment rights from them to us.”).

See Borowski Testimony (June 10, 2015) 72:24-73:1 (noting that the only debt paid by J.G. Wentworth on
behalf of the customer is child support arrearages).
1 See Borowski Testimony (June 10, 2015) 91:14-15 (noting that in the transaction, J.G. Wentworth
“transfer[s] the customer’s payment rights from them to [J.G. Wentworth].”)

12 - Exhibit C, Purchase Contract, at JGW-CID-00009438.
13 Id. at IGW-CID-00009439 — 9440 (emphasis in original),
1 Exhibit D, Disclosure Statement, at JGW-CID-00009450 (emphasis in original).
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The sale of structured settlement payments is closely regulated by state law. Nearly
every state in the country has a statute.in place to govern these transactions.”> Under state law,
each structured settlement payment purchasing transaction requires a court order concluding that
the transfer is in the best interest of the seller. The state laws also generally require that certain
procedural requirements are met, such as required disclosures to the transferor and compliance
with statutory “cooling-off” periods. See, e.g., Cal. Ins. Code §§ 10136-10139.3 (setting forth
requirements for transfer of structured settlement payments); N.J. Stat. Ann. §§ 2A:16-65—-16-69
(same). 16

The sale of structured settlement payments is also regulated under federal law. In the
1982 Periodic Payment Settlement Tax Act, Congress adopted specific tax rules to encourage the
use of structured settlements to resolve personal injury cases, and provided that structured
settlements are not considered taxable income to settlement beneficiaries. 26 U.S.C. § 104(a)(2).
Persons who acquire structured settlerﬁent payments are likewise exempt from taxation on the-
payments provided that certain conditions aré met, including that assignment of >the payments to
the acquirer is approved by a court order and that the court issuing the order determine that the
assignment *“is in the best interest of the payee, taking into account the welfare and suppoft of the
payee’s dependents....” See 26 U.S.C. § 5891(b)(2). In addition to. tax regulations, the sale of
structured settlement payments is also subject to the Federal Trade Commission’s (“FTC”) grant
of authority to investigate “unfair or deceptive acts or practices in or affecting commerce,” under

the Federal Trade Commission Act. See 15 U.S.C. § 45(a)(1).

1 In the two states that do not have statutes in place, any J.G. Wentworth transactions are governed by
another state’s applicable law and approved by a court in a state with a statute in place.
16 See also Borowski Testimony (June 10, 2015) 42:22—43:4 (noting that state statutes govern transaction

proceedings).



As an industry leader, J.G. Wentworth takes seriously its responsibility to customers,
ensuring that they are treated fairly and fully informed of the details on any transaction.'” J.G.
Wentworth fully complies with the applicable federal and state laws designed to protect sellers of
structured settlement and annuity payments. In fact, J.G. Wentworth goes beyond what is
required by state structured settlement protection acts. J.G. Wentworth provides a post-funding
five-day, no strings rescission period nationwide, even though no state law requires this benefit."®
Additionally, J.G. Wentworth discloses discount rates for all of its transactions nationwide
despite only 6 states requiring such disclosures, and-it discloses to an approving court any prior

transactions between a seller and J.G. Wentworth, despite only 10 states requiring that it do so.

III. PROCEDURAL HISTORY

On March 18, 2014, the Bureau issued CIDs to JGWPT Holdings, Inc. and J.G.
Wentworth, LLC. The Notification of Purpose stated that the Bureau was investigating “whether
persons involved in advancing funds in exchange for the rights to future payments from
structured settlements or annuities have engaged or are engaging in acts or practices that violate”
Sections 1031 and 1036 of the Consumer Financial Protection Act (“CFP Act”) of 2010, 12
U.S.C. §§ 5531, 5536, the Truth in Lending Act (“TILA”), 15 U.S.C. §§ 1601 ef seq., and its
implementing regulations, “or any other Federal-consumer financial law.,” These CIDs

contained 26 interrogatories, 28 document requests, and requested that J.G. Wentworth prepare

17 See Borowski Testimony (June 10, 2015) (“If. . . we’re not sure . . . the customer understands the
transaction just based on them being younger, we may requlre the customer to obtain [professional advice] even if it
isn’t a requirement in their state,”).

18 See Exhibit C, Purchase Contract, at JGW-CID-00009442; see also Borowski Testlmony (June 10, 2015)
87:23-88:7 (“There are'various cancellation policies required under the Structured Settlement Protection Acts and I
believe the majority of them, if not all of them, require that the cancellation is three days after they execute their
contract, However, as a company, we disclose to all of our customers in the disclosure that they have five days after,
I'believe itis the funding of their transaction, to cancel as long as they return the purchase price.”); id at 111;13—
113:6.(noting that in the event that someone other than the payment owner transfers payment to J.G. Wentworth,
1.G. Wentworth will reverse the stream of payments back to the payment owner and not seek to recover the lump
sum payment from the defrauded payment owner); Parker Testimony (June 9, 2015) 128:1-13.
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five separate reports. These requests sought extensive and detailed information about the
companies’ structure, products, operations, policies and procedures, marketing, advertising, and
numerous other matters.

On April 10, 2014, J.G. Wentworth and Bureau Staff engaged in a meet and confer
pursuant to 12 C.F.R. § 1080.6(c), and the Bureau agreed to modify the CIDs in certain respects.
J.G. Wentworth fully complied with the CIDs, as modified, ultimately responding to over t§venty'
interrogatories, providing five written reports, producing over 40,000 pages of responsive
documents, concluding production in July 2014. Following these productions of documents and
information, pursuant to CIDs‘ issued in April 201 5, three J.G. Wentworth émployees appeared to
provide testimony at investigational hearings in June 2015, Their testimony encompassed a
variety of topics, including J.G. Wentworth’s transactions, recordkeeping, the various company
business lines, training provided to employees, software used by J.G. Wentworth, and the
company’s policies'and practices relating to communicating with customers, pricing transactions,
and finalizing transactions.

On September 11, 2015, the Bureau issued another CID, which is the subject of this
petition and is attached as Exhibit A. This CID was also issued pursuant to an investigation of
“persons involved in advancing funds in exchange for the rights to future payments from
structured settlements or annuities.” This CID is extremely broad in scope, spanning fourteen
document requests, seven interrogatories, and two requests for written reports. For example, one
of the document fequests seeks full transactional files for the over 100,000 transactions
contemplated by J.G. Wentworth during a four-and-a-half year covered time period, and one of

the requested reports seeks 47 data elements concerning each of more than 50,000 transactions.



On September 21, 2015, counsel conferred with Burgau Staff concerning the scope of the
CID pursuant to 12 C.F.R. § 1080.6(0). During this meeting, Bureau Staff stated that the Bureau
understands the nature 6f J.G. Wentworth’s structured settlement and annuity payment
purchasing transactions. Furthermore, Bureau Staff stated that certain of the CID requests were
directed at developing a theory of remedies.

In a follow up to the Meet and Confer, ;m September 29, 2015, counsel reiterated the
company’s comrﬁitment to'working cooperatively with the Bureau to improve consumer
protections surrounding structured settlement and annuity payment purchasing and requested that
the Bureau retract the pending CID for want of jurisdiction. During the September 29
conversation, the Bureau Staff acknowledged J.G. Wentworth’s lbongstanding view that the
Bureau lacks jurisdiction in this matter and indicated that the Staff disagrees with this view. The
Bureau Staff declined however to identify any basis for CFPB jurisdiction, stating, “there is |
nothing I can tell you about that” when asked to explain the Bureau’s jurisdictional authorify.
The relevant Deputy Enfbrcement Director then summarily rejected the company’s request to set
aside the CID and denied the request for an extension of time to file this Petition. The Meet and
Confer Certification required by 12 C.F.R. 1080.6(¢)(1) is attached as Exhibit B.

IV, THE BUREAU LACKS AUTHORITY TO ISSUE THE CID

Under the CFP Act, 12 U.S.C. §§ 5481 ef seq., and its implementing regulations, the
Bureau 'is granted jurisdiction to serve CIDs on persons in order ’to gather information. 12 U.S.C,
§8§ 5561(5), 5562(c)(1); ‘12 C.F.R. § 1080.6. Although this authority is broad, the Bureau’s
" power to seek information is not unlimited; the Bureau may only issue a CID where it “has
reason to believe [ ] a[ ] person may be in possession, custody, or control of [ | documentary
material or tangible things, or may have any information, relevant to a violation.” 12 U.S.C. §

5562(c)(1). The term “violation” in this section is defined as “any act or omission that, if
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proved, would constitute a violation of any provision of Federal consumer financial law.” 12
U.8.C. § 5561(5). And the term “Federal consumer financial law” is defined as “the provisions
of this title, the enumerated consumer laws, the laws for which authorities are transferred under
subtitles F and H, and any rule or order prescribed by the Bureau under this title, an enumerated
consumer law, or pursuant to the authorities transferred under subtitles F and H.” See 12 U.S.C.
§ 5481(14). The plain language of these statutory provisions specifically limits the Bureau’s
CID authority to those situations where the request is reasonably related to a potential violation
of one of the federal éonsumer protection laws enumerated in the CFP Act.

In this case, the documents, interro‘gatories, and reports requested in the CID fall outside
the Bureau’s jurisdiction because they are not related to any act that, if proved, would constitute
a violétion of the federal consumer financial laws expressly cited in the CID. 12 U.S.C. §
5561(5). J.G. Wentworth’s business of structured settlement and annuity payment purchasing is
not subject to the CFP Act or TILA, the only fwo federal consumer financial laws expressly
relied upon by the Bureau in its CID. Nor can the Bureau rely upon any claimed need to obtain
information for the purpose of determining whether it has jurisdiction over J.G. Wentworth’s
structured settlement and annuity payment purchasing business.

A. J.G. Wentworth’s Structured Settlement and Annuity Payment Purchasing

Activities Could Not Have Violated the CFP Act, and the Bureau Lacks
Jurisdiction to Issue the CID on This Basis.

J.G. Wentworth’s purchases of structured settlement and ;}nnuity payments are not
regulated by the CFP Act. The CFP Act only regulates “covered person[s] or service
provider[s]” who are engaged in “unfair, deceptive,’ or abusive act[s] or If;ractice[é] under Federal
law.” 12 U.S.C. §§ 5531(a), 5536(a). A “covered person” is defined as “any person that
engages in offering or providing a consumer financial product or service.” 12 U.S.C. §

5481(6)(A). A person who does not engage in the offering or provision of a consumer financial

8



product or service cannot violate the prohibitions on unfair, deceptive, and abusive acts and
practices in the CFP Act. See 12 U.S.C. §§ 5531(a), 5536(a). Because J.G, Wentworth does not
offer or provide a consumer financial product or service in the purchase of structured settlement
or annuity payments, its conduct in these transactions cannot violate the CFP Act.

A financial product or service includes “extending credit and servicing loé,ns, ..extending
or brokering [certain] leases...providing real estate settlemeﬁt services...engaging in deposit-
taking activities. ..selling, providing, or issuing stored value or payment instruments..,providing
check cashing [and related] services...providing payments or other financial data processing .
products...providing financial advisory services...[certain conduct regarding] consumer report
information...[and] collecting debt.” Id. § 5481(15)(A)() — (x). J.G Wentworth has carefully
analyzed these provisions and the authorities interpreting them, and none encompasses the
conduct that is the subject of the Bureau’s CIDs. The Bureau Staff has declined fo specify which
of these provisions it believes applies to J.G, Wentworth’s structured settlement and annuity
payment purchasing, and none does.

Because the conduct that is the subject of the Bureau’s CID does not involve the offering
or sale of a consumer financial product or service, J.G. Wentworth is not a “covered person”
under the CFP Act for these purposes, no “violation” of the CFP Act can have occurred, 12
U.S.C. § 5561(5), and the CFPB is without jurisdiction to issue a CID on this basis, 12 U.S.C. §
5562(c)(1) (the Bureau may only issue a CID where it “has reason to believe [ ] af | persbn may
,, be in possession, custody, or control of [ | documentary material or tangible things, or may have

any information, relevant to a violation.”).



i

B. J.G. Wentworth’s Activities Could Not Have Violated TILA, and the Bureau
Lacks Jurisdiction to Issue the CID on This Basis.

The CID Statement of Purpose also references “the Truth in Lending Act, 15 U.S.C. §§
1601 et seq., or its implementing regulations; or any other Federal-consumer financial law.”

As with the CFP Act, the CFPB lacks jurisdiction to issue the CID on this basis because J.G.
Wentworth’s structured éettlement and annuity payment purchasing is not regulated by TILA.
See 12 U.S.C. § 5481( 14),19 TILA and Regulaﬁon Z only apply to an individual or business that
“offers or extends credit,” 12 C.F.R. § 1026.1(0)( 1), and structured settlement and annuity
payment purchasing is not an extension of credit because the customer incurs no payment
obligﬁtion.

TILA defines the term “credit” aé “the right granted by a creditor to a debtor to defer
payment of debt or to incur debt and defer its payment.” 15 U.S.C. § 1602(¢). Critically, when
J.G. Wentworth purchases the right to receive future structured settlement or annuity payments
from a customer, the customer incurs no future repayment obligations whatsoever. J.G.
Wentworth pays the seller a lump sum in exchange for which the seller assigns to J.G.
Wentworth all or a portion of his or her rights to payments under the structured settlement or
annuity. A third-party, typically an insurance company, is responsible for delivering- the
assigned payments to.J.G. Wentworth. Importantly, J.G. Wentworth has no recourse against the
customer if the third party defaults; it must pursue the third-party to secure the purchased

payments.”* The contract that forms the basis of every structured settlement or annuity payment

19 As noted, the term “Federal consumer financial law” means “the provisions of this title, the enumerated
consumer laws, the laws for which authorities are transferred under subtitles F and H, and any rule or order
prescribed by the Bureau under this title, an enumerated-consumeér law, or pursuant to the authorities transferred
under subtitles F.and H.”

2 Customers are required by contract to forward any misdirected payments to J.G. Wentworth,
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purchase further demonstrates that the transaction is a sale and not an extension of credit, See
supra p;3.

Every federal court to have considered whether purchases of structu£ed settlement or
annuity payments are loans or credit has concluded that they are not. Multiple courts have
expressly held that the assignment of a structured settlement “was a sale, and not a loan or credit
transaction” for purposes of TILA. SéeéCapela v. .G WentWorth, LLC, 2009 WL 3128003, at
*0-11 (E.D.N.Y. Sept. 24, 2009) (holding that structured settlement payment sale was not
extension of credit under TILA); Reed v. Val-Chris Invest., Inc., 2011 WL 6028001, at *2--3
(S.D. Cal, Dec. 5, 2011) (same). Indeed, courts aécurately d?scribe the purchase of structured
settlement and annuity payments as an assignment or sale of rights, rather than as the lending of
money. See, e.g., Symetra Life Ins. Co. v. Rapid Settlements, Ltd., 2008 WL 597711, at *1 (E.D.
Pa. Mar. 4, 2008) (describing transaction as the “purchase” of “future payment rights™); Liberty
Life Assurance Co. of Boston v. Stone St. Cap., Inc., 93 F, Supp. 2d 630, 633-34 (D, Md. 2000)
(stating that a sale of structured settlement payments is an assignment of rights); Settlement
Funding, LLC‘v. Jamestown Life Ins. Co., 78 F. Supp. 2d 1349, 1359 (N.D. Ga. 1999) (same);
Singer Assett Finance Co. v. Bachus, 294 A.D.2d 818, 820 (N.Y. App. Div. 2002) (stating that a
structured settlement payment sale “is not a loan but an absolute assignmént”).21

Where courts discuss structured settlement paymént sales in terms commonly used to
describe loans, it is to contrast the sale of structured settlement payments with a loan. Nearly all
states have a structured settlement protection act that requires, among other things, court
approval of aésignment of structured settlement payments. Often, courts will evaluate whether

an assighment is fair and reasonable by calculating what the effective interest would be if the

2 For example, one court has noted that although these transactions are sometimes styled as “loans,” in fact,

the transaction is for the purchase of a future stream of income. See Liberty Life Assurance Co. v. Gilbert, 2006 WL
1211161, at *5 (E.D. Tenn; May 3, 2006).
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sale were instead a loan, recognizing expressly or implicitly that the salevis not, in fact, credit at
all. See, e.g., Inre Petition of Settlement Funding of New York L.L.C., 761 N.Y.S.2d 816, 818
(N.Y. Sup. Ct. 2003).

Given the nature of the transactions and the unanimity of the relevant decisional law, the
conduct that is the subject of the Bureau’s CID cannot have resulted in a violation of TILA, and
the CFPB is without jurisdiction to issue a CID on this.basis. 12 U.S.C. § 5562(c)(1).

C. The Bureau Has Already Conducted Discovery Sufficient to Determine It
Lacks Authority to Issue the CID.

While administrative agencies generally have the authority to conduct preliminary
discovery to determine whether activities are within the agency’s authority, Bridgeport
Guardians, Inc. v. Delmonte, 537 F.3d 214? 220 (2d Cir. 2008), the Bureau has already
exhausted any such authority. The Bureau has more than enough information regarding J.G.
Wentworth’s business practices to make a determination as to its jurisdiction given the extensive
production of over 40,000 pages of documents in response to earlier CIDs and company
employees’ participation in three investigational hearings. Indeed, Bureau Staff admitted to a
clear understanding of J.G. Wentworth’s structured settlement and annuity payment purchasing
business during the September 21, 2015 meet and confer, and the Staff’s description of its CID
- request items indicated that the investigation had shifted to quintessential enforcement issues
such as customer redress. The Bureau is no longer just developing facts to determine whether it
may have jurisdiction.

The Bureau’s investigation of J.G. Wentworth is unlike otﬁer circumstances in which the

CFPB has denied a petition to set aside a CID on jurisdictional grounds.”> J.G. Wentworth has

2 Nor is there any basis to believe the relevant activities implicate a federal consumer finaneial law not

specifically identified in the Statement of Purpose.
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already produced thousands of documents and its personnel have appeared for multiple
investigationai hearings. Indeed, all of the facts in this Petition are drawn from the existing
record, and there is no basis to seek additional information to determine whether J.G. Wentworth
has committed a violation of any federal consuﬁer financial law (because it cannot have).”* The
| bases for this petition are well known by the Bﬁ_feau.

The existing record is more than sufficient to demonstrate that the Bureaub lacks
enforcement jurisdiction over these activities, and ﬁo continuing need for jurisdictional discovery
exists. See, e.g., Martin v, Great Lakes Indian Fi;h & Wildlife Comm’n, 1992 WL 300841, at *6
(W.D. Wis. Oct. 7, 1992), aff’d sub nom. Reich v. Great Lakes Indian Fish & Wildlife Comm n,
4 F.3d 490 (7th Cir, 1993) (deciding agenéy’s jurisdictional authority in subpoena enforcement
proceeding where factual record was sufficiently developed already). “[A]n agency literally has
no power to act . . . unless and until Congress confers power upon it.” See Louisiana Public
Service Comm'nv. F.C.C., 476 U.S, 355,374 (1986). Thus, as is the case here, when Congress
has expressly circumscribed an agency’s investigative authority to violations of federal consumer
financial laws, the agency has no power to conduct an investigation into matters that could not
possibly violate a federal consumer ﬁnanciai law. The CID is therefore without any
jurisdictional authority and should be set aside.

V. CONCLUSION

J.G. Wentworth is committed to providing customers with fair and reasonable liquidity
options and is eager to work with the Bureau in achieving that end. Given J.G. Wentworth’s
expressed commitment to working with the CFPB to further the cause of consumer protection

with regard to the structured settlement and annuity payment purchasing market, and its

» See, e.g., InreSelling Source, LLC, 2015-MISC- Sellmg Source, LLC-0001; In re Next Generation Debt
Settlement Ing.; 2012-MISC-Next Generation Debt Settlement-0001,
12 US.C. § 5481(14).
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extensive cooperation with the Bureau to date, the Bureau’s continued issuance of CIDs is not
only unnecessary but beyond the scope of its jurisdictional authority. J.G. Wentworth’s
structured settlement and annuity payment purchasing business are not subject to the Bureau’s
enforcement jurisdiction. We respectfully request that the CID be set aside and that we engage

in further dialogue in the interest of improved consumer protection,

Respectfully Submitted,

/

Banjamin Neaderland
Franca Harris Gutierrez
Matthew T. Martens
Bradford Hardin
WILMER CUTLER PICKERING HALE & DORR
1875 Pennsylvania Avenue, NW
. Washington, D.C. 20006
Telephone: (202) 663-6000
Facsimile: (202) 663-6363

. Counsel for J.G. Wentworth

14



~ EXHIBIT A



Consumer Financial
Protection Bureau

United States of America
Consumer Financial Protection Bureau

Civil Investigative Demand

To §.G. Wentworth, LLC

¢/o National Registered Agents, Inc.
160 Greentree Dr., Suite 101
Dover, Delaware 19904

This demand is issued pursuant to Section 1052 of the Consumer Financial
Protection Act of 2010 and 12 C.ER. Part 1080 to determine whether there is or
has been a violation of any laws enforced by the Bureau of Consumer Financial
Protection. '

Action Required ( choose all that apple)

D Appear and Provide Oral Testimony

Location of Investigational Flearing

Date and Time of Investigational Hearing

Buieau Investigators

[\Z} Prodiice Documents and/or Tangible Things, as sct forth in the attached document, by the following date -

. Provide Written Reports and/or Answérs 1o Quéstions, as set forth in the attached document, by the following date

10/09/2015
10/09/2015

Notification of Purpose Pursuant to 12 C.ER. § 1080.5

The purpose of this investigation is to determine whether persons involved in advancing funds in exchange for
the rights to future payments from structured settlements or annuities have engaged or are engaging in acts or
practices that violate sections 1031 and 1036 of the Consumer Financial Protection Act of 2010, 12 U.S.C. §§
5531, 5536; the Truth in Lending Act, 15 U.S.C. §§ 1601 et seq., ot its implementing regulations; or any other
Federal-consumer financial law, and whether Bureau action to obtain legal or equitable relief would be in the

public interest.

Custodian / Deputy Custodian

Jeftrey P. Ehrlich/Reginald Jones
Consumer Financial Protection Bureau

Bureau Counsel

Carment Christophet, Navid Vazite, and Meghan
Sherman

Date Issued

simavee Joffrey Paul Ehrlichﬁ_,

Digitally:signed by Jeffrey Paul Entlich
DN: cn=Jeffrey Paul:Ehrlich, 0=CFPB, ousEnforcement,
‘email=jeffehrlich@cfpbigoy, ¢zU3

09/11/2015 Date: 2015,09.11 13:18:55-:04'00'
: Name / Title Jeffrey P. Ehilich / Deputy Enforcement Director
Service Right to Regulatory Enforcement Fairness

The delivery of this demand to you by any method
prescribed by the Consumer Financial Protection Act
of 2010,12 US.C. § 5562, is legal service. If you fail
to comply with this demand, the Buteau may seck a
court order requiting your compliance,

Travel Expenses

Request a travel voucher to claim compensation to
which youare entitled as a witness before the Bureau
pursuant to Section 1052 of the Consumer Financial
Protection Act of 2010, 12 US.C. § 5562.

The CHPB is committed to fair regulatory enforcement. 1f you are a small business under
Smiall Business Administration standaids, you have a right to.contact the Small Businiess
Administfation’s National Ombudsman at 1-888-REGEFAIR (1-888-734-3247) or
www.sba.gov/ombudsman régarding the faitnéss of the compliance and enforcement
activities of the agency.. You should understand, however, that the National Ombudsman
caniyot change, stop, or-delay a federal agency enforcement action,

Paperwork Reduction Act

This demand does not require approval by OMB under the Paperwork Reduction Act of
1980. .



CIVIL INVESTIGATIVE DEMAND FOR
PRODUCTION OF DOCUMENTS, ANSWERS TO INTERROGATORIES,
WRITTEN REPORTS, AND ORAL TESTIMONY

Requests.

Requests for Documents

1. All distinct templates used to communicate the cost to the consumer of a Relevant
Transaction or Product, regardless of the manner in which it is expressed.

2. All documents reflecting any method for computing the cost to the consumer of a
Relevant Transaction or Product,

3. All documents reflecting any method for evaluating the financial benefit to the
Company of a Relevant Transaction or Product,

4. All documents, including any advertisements or illustrations provided to consumers,
reflecting a comparison of any Product to any other product or service.

5. All documents reflecting any discussions or communications with a consumer about
any possible or anticipated purpose of a Relevant Transaction. :

6. All documents reflecting any communication or discussion about, or evaluation or
analysis of, a consumer’s financial circumstances or needs.

7. All internal communications characterizing or describing any Product.

8. All agreements relating to the securitization, sale, or transfer of any of the Company’s
rights arising from any Completed Transaction.

9. All documents relating to any fee or other payment paid to an insurance company or
other payor, including the purpose for any such payment.

10. All documents relating to any cognitive or psychological impairment of any
consumer. ;

11, To the extent not already provided in response to Document Request No. 10, all
policies and procedures relating to (a) transactions with cognitively or psychologically
impaired individuals or (b) determining or evaluating whether a consumer has any

‘cognitive or psychological impairments.

12, The company’s complete file for each Relevant Transaction.

13. All training materials or other documents relating to (a) affidavits addressing the
purpose or benefit of a Relevant Transaction, or (b) information to be used in
connection with such an affidavit.



14. All databases identified in response to Interrogatory No. 6.

Interrogatories

1. Identify each of the Company’s sub-originators.
2. Identify all costs or fees associated with each Product.

3. Identify any deductions or adjustments that may be made from the payments to a
consumer for a Product.

4. Identify any lead-generation services, brokers or other third parties the Company
uses to identify potential customers.

5. Describe how the company maintains transactional data for Relevant Transactions,
including the name and location of any database. For each such database, identify all
fields in the database and the number of transactions encompassed by the database.

6. Identify the name and location of each database of current or prospective customers
built, created, or maintained by the Company, For each such database, identify all fields
in the database and the number of current or prospective customers encompassed by
the database.

7. If, for any request, there are documents that would have been responsive but that are
now unavailable, identify each document and its last known location or custodian, and
explain why the document cannot be produced.

Requests for Written Reports

1. For each Completed Transaction and Rejected Transaction, report:
a. The Company’s unique internal identifier;

b. The Company’s unique internal identifier for any other Relevant Transaction
with the consumer. If there are multiple other Relevant Transactions,
separate the identifiers with the pipe symbol; i.e.: identifier 1 | identifier 2 |
ete,;

c. Whether the transaction is a Completed Transaction or a Rejected
Transaction;

d. The consumer’s name;



. The consumer’s date of birth;

The consumer’s address;

. The consumer’s address at the time of the transaction in question;
. The consumer’s primary telephone number;

Any other contact information for the consumer (including email address,
other telephone numbers, or other physical addresses);

Any cognitive or psychological impairment of the consumer;

. The cause (e.g., lead paint exposure) and nature of the injury or disability
sustained by the consumer that resulted in the underlying structured
settlement or annuity, if applicable;

The date of the application;
. The date of execution;

. Any court that considered the Completed Transaction or Rejected Transaction
in any way, along with the docket number for any such action, in the following
format; (court 1, docket number 1) | (court 2, docket number 2) | ete.;

. The date the Company was due to pay the consumer under the applicable
contract;

. The date on which the Company was due to receive the first payment under
the applicable contract;

. The date on which the Company paid the consumer, if applicable;
. The date on which the Company received the first payment, if applicable;

.~ The amount due to be paid by the Company to the consumer under the
applicable contract;

The gross purchasg price;

. The net purchase pfice;

. The amouﬁt of any mortality adjustment;

. The amount of any holdback;

. The amount of the holdback eventually released to the consumer;
. The date on which the holdback was released;

. The amount of any legal fees;



aa. The amount of any broker fees;

bb. The amount and identity of any other fee, cost, deduction, or adjustment
associated with the transaction. List each item in the following format;
(amount 1, identity 1) | (amount 2, identity 2) | etc.;

cc. The identity of the payor;

dd. The amount paid by the Company to any insurer or payor, the identity of the
insurer or payor, and the date of any such payment, in the following format:
(amount 1, identity 1, date 1) | (amount 1, identity 1, date 1) | etc.;

ee. The payment period (e.g., monthly);

ff. The payment period of the original structured settlement or annuity (e.g.,
monthly); :

gg. The number of periodic payments the Company was due to receive under the
applicable contract;

hh,The amount of each periodic payment the consumer was due to receive under
the original structured settlement or annuity, and the number of such
payments. If the amount varied then list, in chronological order, each amount
together with the number of periods that amount was due, in the following
format: (amount 1, # of periods) | (amount 2, # of periods) | etc.;

ii. The amount of each periodic payment the Company was due to receive under
the applicable contract. If the amount varied then list, in chronological order,
each amount together with the number of periods that amount was due, in the
following format: (amount 1, # of periods) | (amount 2, # of periods) | etc.;

ji- The present value, at the time of the transaction, of the payments due to be
received by the Company;

kk. The discount rate;
1. The effective interest rate;

mm. Any effective interest rate or other measure of the cost of the transaction
disclosed in writing to the consumer;

nn.Whether the consumer obtained independent representation, e.g., per a
Statement of Professional Representation;

o0o. The identity of any attorney who represented the consumer in connection
with the transaction;

pp. Whether the consumer waived the right to obtain independent financial
advice in connection with the transaction;



qq.The identity of any person who provided independent financial advice to the
consumer in connection with the transaction;

rr. The identity of any attorney who represented the Company in connection with
the transaction;

ss. In the case of a Completed Transaction, the identity of any person who has
obtained any right originally belonging to the Company under the contract;

tt. Whether the payor has made all anticipated payments;

uu. Whether the consumer transferred periodic payments under the structured
© settlement or annuity to any other party, and if so, the identity of each such
transferee and the date of each such transfer, in the following format:
(transferee 1, date 1) | (transferee 2, date 2) | etc.

Written Report No. 1 must be produced in comma-separated value (CSV) format. All
dates must be reported in the following format: YYYYMMDD. Each Transaction
constitutes one record, and each item (a) through (uu) constitutes a field within each
record. '

2. For each application that did not lead to a Completed Transaction or Rejected
Transaction, report: '

a. The Company’s unique internal identifier;
b. The consumer’s name; |

¢. The consumer’s date of birth;

d. The consumer’s address;

e. The consumer’s primary telephone number;

f. Any other contact information for the consumer (including email address, other
telephone numbers);

g. The date of the application;

h, All reasons that no Transaction occurred, including all reasons the Application
was denied by the Company;

i. The Company’s unique internal identifier for any other Relevant Transaction
with the consumer (separate multiple identifiers with the pipe symbol).
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Written Report No. 2 must be produced in comma-separated value (CSV) format. All
dates must be reported in the following format: YYYYMMDD. Each Transaction
constitutes one record, and each item (a) through (i) constitutes a field within each
record.

Definitions.

A, “Advertisement” means any statement, illustration, depiction, or promotional
material, whether in English or another language, that is designed to effect a sale or
create interest in goods or services, regardless of where it appears.

B. “CID” means the Civil Investigative Demand, including the Requests,
Definitions, and Instructions.

C. “CFPB” or “Bureau” means the Bureau of Consumer Financial Protection.

D. “Company” or “you” or “your” means J.G. Wentworth, LLC, its parent
companies, wholly or partially owned subsidiaries, unincorporated divisions, joint
ventures, operations under assumed names, fictitious names, successors, predecessors,
and affiliates, and all principals, directors, officers, owners, employees, agents,
representatives, consultants, attorneys, accountants, independent contractors, and
other persons working for or on behalf of the foregoing, and any successor in interest.

E. “Completed Transaction” means a consummated transaction involving a
Product. ‘

F. “Deputy Enforcement Director” refers to a Deputy Assistant Director of the
Office of Enforcement. : :

G. “Document” means any writing, recording, or image in any form, and any
electronically stored information. “Document” includes any non-identical copy (such as
a draft or annotated copy) of another document.

H. “Electronically Stored Information,” or “ESI,” means the complete original
and any non-identical copy (whether different from the original because of notations,
different metadata, or otherwise) of any electronically created or stored information,
including but not limited to e-mail, instant messaging, videoconferencing, SMS, MMS,
or other text messaging, and other electronic correspondence (whether active, archived,
unsent, or in a sent or deleted-items folder), word-processing files, spreadsheets,
databases, unorganized data, document metadata, presentation files, and sound
recordings, regardless of how or where the information is stored, including if it is on a
mobile device.
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L “Enforcement Director” refers to the Assistant Director of the Office of
- Enforcement.

J. “Identify” means to provide: (a) for natural persons, their name, title or
position, present business affiliation, present business address, e-mail address, and
telephone number, or if a present business affiliation or present business address is not
known, the last known business address, home address, e-mail address, and telephone
number; (b) for businesses or other organizations, the name, address, identities of
officers, directors, or managers of the business or organization, and contact persons
with e-mail addresses and telephone numbers, where applicable; and (¢) for documents,
the title, date, authors, recipients, Bates numbers, if applicable, type of document or
some other means of identifying the document, and the present or last known location
or custodian. '

K “Person” means an individual, partnership, company, corporation, association
(incorporated or unincorporated), trust, estate, cooperative organization, or other
entity.

L. . “Product” means Structured Settlement or Annuity as defined by the Company
in response to Interrogatory No. 7 in the Civil Investigative Demand issued March 17,
2014. : ,

M. “Rejected Transaction” means a transaction involving a Product which a court
declined to approve.

N. “Relevant Transaction” means a potential transaction with a specific
individual involving a specific Product, or a Completed Transaction, or a Rejected
Transaction. '

Instructions.

A, Sharing of Information: This CID relates to a nonpublic, law-enforcement
investigation being conducted by the Bureau. The Bureau may make its files available to
other civil and criminal federal, state, or local law-enforcement agencies under 12 C.F.R.
88 1070.43(b)(1) and 1070.45(a)(5). Information you provide may be used in any civil or
criminal proceeding by the Bureau or other agencies. As stated in 12 C.F,R. § 1080.14,
information you provide in response to this CID is subject to the requirements and
procedures relating to the disclosure of records and information set forth in 12 C.F.R. pt.
1070.

B. Meet and Confer: As stated in 12 C.F.R. § 1080.6(c¢), you must contact
Enforcement Attorney Carmen Christopher at 202-754-0329 as soon as possible to
schedule a meeting (telephonic or in person) to discuss your response to the CID. The
meeting must be held within 10 calendar days after you receive this CID or before the
deadline for filing a petition to modify or set aside the CID, whichever is earlier,

C. . Applicable Period for Responsive Materials: Unless otherwise directed,



the applicable period for the request is from January 1, 2011, until the date of full and
complete compliance with this CID.

D. Privilege Claims: If any material responsive to this CID is withheld on the
grounds of privilege, you must make the privilege claim no later than the date set for the
production of the material. As stated in 12 C.F.R. § 1080.8(a), any such claim must
include a schedule of the documents, information, or tangible things withheld that
states, for each:

1. its type, specific subject matter, and date;

2. the names, addresses, positions, and organizations of all authors and
direct or indirect recipients;

3. the specific grounds for claiming the privilege;

4. the request to which the privileged document, information, or thing is
responsive; and

5. its Bates number or range.

In addition, the person who submits the schedule and the attorney stating the grounds
for the privilege must sign it, A person withholding material solely based on a claim of
privilege must comply with the requirements of 12 C.F. R. § 1080.8 rather than file a
petition for an order modifying or setting aside a demand under 12 C.F.R.

§ 1080.6(e). Please follow the enclosed Document Submission Standards for further
instructions about producing redacted privileged documents,

E. Document Retention: Until you are notified otherwise, you are required to
retain all documents and other tangible things that you used or relied on in responding
to this CID. In addition, you must retain, and suspend any procedures that may result in
the destruction of, documents, information, or tangible things that are in any way
relevant to the investigation, as described in the CID’s Notification of Purpose. You are
required to prevent the destruction of relevant material irrespective of whether you
believe such material is protected from future disclosure or discovery by privilege or
otherwise. See 18 U.S.C. 88 1505, 1519,

F. Modification Requests: If you believe that the scope of the search or response
required by this CID can be narrowed consistent with the Bureau’s need for documents
or information, you are encouraged to discuss such possible modifications, including
modifications of the requirements of these instructions, with Enforcement Attorney
Carmen Christopher at 202-754-0329. Modifications must be agreed to in writing by the
Enforcement Director or a Deputy Enforcement Director, 12 C.F.R. § 1080.6(d).

‘G.  Petition for Order Modifying or Setting Aside Demand: Under
12 U.S.C. § 5562(f) and 12 C.F.R. § 1080.6(¢), you may petition the Bureau for an order
modifying or setting aside this CID. To file a petition, you must send it by e-mail to the
Bureau’s Executive Secretary at ExecSec@cfpb.gov, copying the Enforcement Director




at Enforcement@cfpb.gov, within 20 calendar days of service of the CID or, if the return
date is less than 20 calendar days after service, before the return date. The subject line
of the e-mail must say “Petition to Modify or Set Aside Civil Investigative Demand.” If a
request for confidential treatment is filed, you must file a redacted public petition in
addition to the unredacted petition. All requests for confidential treatment must be
supported by a showing of good cause in light of applicable statutes, rules, Bureau
orders, court orders, or other relevant authority.

H. ' Certification: The person to whom the CID is directed or, if it is directed to an
entity, any person having knowledge of the facts and circumstances relating to the
production, must certify that the response to this CID is true and complete. This
certification must be made on the form declaration included with this CID.

L Scope of Search: This CID covers materials and information in your
possession, custody, or control, including but not limited to documents in the
possession, custody, or control of your attorneys, accountants, other agents or
consultants, directors, officers, and employees.

J.  Document Production: The Bureau encourages the electronic production of
all material responsive to this CID; please follow the enclosed Document Submission
Standards.

All productions sent by U.S. Postal Service should be addressed to:

- Consumer Financial Protection Bureau
1700 G Street, NW
ATTN: Reginald Jones, SEFL, Office of Enforcement, Room 4058
Washington, DC 20552

All productions sent by FedEx, UPS, or other courier should be addressed to:

Consumer Financial Protection Bureau

1625 Eye Street NW

ATTN: Reginald Jones, SEFL, Office of Enforcement, Room 4058
Washington, DC 20006

Please provide your intended method of production and any tracking numbers by e-mail
or telephone to Enforcement Attorney Carmen Christopher at
carmen.christopher@cfpb.gov or 202-754-0329.

K.  Document Identification: Documents that may be responsive to more than
one request of this CID need not be submitted more than once. All documents
responsive to this CID must be accompanied by an index that identifies: (i) the name of
each custodian of each responswe document; (ii) the corresponding Bates number or
range used to identify that person’s documents; and (iii) the request or requests to
which each document responds.

L. Sensitive Personally Identifiable Information: If any material called for-



by these requests contains sensitive personally identifiable information, sensitive health
information of any individual, or Suspicious Activities Reports, please contact
Enforcement Attorney Carmen Christopher at 202-754-0329 before sending those
materials to discuss ways to protect the information during production. You must
encrypt electronic copies of such materials with encryption software acceptable to the
Bureau. When submitting encrypted material, you must provide the encryption key,
certificate, or passcode in a separate communication.

For purposes of this CID, sensitive personally identifiable information includes an
individual’s Social Security number alone or an individual’s name, address, or phone
number in combination with one or more of the following: date of birth, Social Security
number, driver’s-license number or other state-identification number, or a foreign
country equivalent, passport number, financial-account number, credit-card number, or
debit-card number. Sensitive health information includes medical records and other
individually identifiable health information relating to the past, present, or future
physical or mental health or conditions of an individual, the provision of health care to
an individual, or the past, present, or future payment for the provision of health care to
an individual.

M. Information Identification: Each request for a written report or
interrogatory in this CID must be answered separately and fully in writing under oath.
All information submitted must clearly and precisely identify the request or requests to
which it is responsive.

N. Declaration Certifying Records of Regularly Conducted Business
Activity: Attached is a Declaration Certifying Records of Regularly Conducted Business
Activity, which may limit the need to subpoena you to testify at future proceedings to
establish the admissibility of documents produced in response to this CID. Please
execute this Declaration and provide it with your response.

0. Duty to Estimate: If you are unable to answer any interrogatory fully, supply
such information as is available. Explain why such answer is incomplete, the efforts you
made to obtain the information, and the source from which the complete answer may be
‘obtained. If books and records that provide accurate answers are not available, enter
best estimates and describe how the estimates were derived, including the sources or
bases of such estimates. Estimated data should be followed by the notation “est.” If there
is no reasonable way to make an estimate, provide an explanation.
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This describes the technical requirements for producing electronic document collections to the
Consumer Finance Protection Bureau (“the Bureau”)’s Office of Enforcement. All documents
shall be produced in complete form, in color, unredacted unless privileged, and shall not be
edited, cut, or expunged. These standards must be followed for all documents you submit in
response to the CID. Any proposed file formats other than those described below must be
discussed with the legal and technical staff of the Bureau’s Office of Enforcement prior to
submission. "
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A, Transmittal Instructions

1). A cover letter should be included with each production. The following information

should be included in the letter:

a) Name of the party making the production and the date of the CID to which the

* submission is responsive.

b) List of each piece of media (hard drive, thumb drive, DVD or CD) included in the
production (refer to the media by the unique number assigned to it, see 1 4)

c) List of custodians, identifying:
i) The Bates Range (and any gaps therein) for each custodian,
i) Total number of images for each custodian, and
i) Total number of native files for each custodian

d) List of fields in the order in which they are listed in the metadata load file.

e) Time zone in which emails were standardized during conversion (email collectlons
only). o

f) The specification(s) or portions thereof of the CID to which the submission is
responsive,

- 2) Documents created or stored electronically MUST be produced in their original
electronic format, not converted to another format such as PDF.
3) Data may be produced on CD, DVD, USB thumb drive, or hard drive; use the media

requiring the least number of deliverables.

a) Magnetic media shall be carefully packed to avoid damage and must be clearly
marked on the outside of the shipping container:
i) “MAGNETIC MEDIA — DO NOT USE METAL DETECTOR”
ii) “MAY BE OPENED FOR POSTAL INSPECTION”

b) CD-R CD-ROMs should be formatted to ISO 9660 specifications;

c) DVD-ROMs for Windows-compatible personal computers are acceptable;

d) USB 2.0 thumb drives for Windows-compatible personal computers are
acceptable;
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4)

5).

6)

7)

e) USB 3.0 or USB 3.0/eSATA external hard disk drives, formatted in a Microsoft
Windows-compatible file system (FAT32 or NTFS), uncompressed data are
acceptable.

Label all media with the following:

a) Production date

b) Bates range

c) Disk number (1 of X), if applicable

d) Name of producing party

e) A unique production number identifying each production

All productions must be produced free of computer viruses. Infected productions may

affect the timing of your compliance with the CID. ]

All produced media must be encrypted. Encryption format must be agreed upon prior to

production.

a) Data deliveries should be encrypted at the disc level.

b) Decryption keys should be provided separately from the data delivery via email or
phone. |

Passwords for documents, files, and compressed archives should be provided separately

either via email or in a separate cover letter from the data.
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Delivery Fo

Fimats

1) General ESI Standards

Before submitting any Electronically Stored Information (“ESI”) or any other documents
submitted in electronic form that do not conform completely to the listed specifications,
you must confirm with the Bureau that the proposed formats and media types that

_contain such ESI will be acceptable. You are encouraged to discuss your specific form of

submission, and any related questions with the Bureau as soon as is practicable and not
later than the Meet and Confer required pursuant to 12 C.F.R. § 1080.6(c).

All productions must follow the specifications outlined below:

De-duplication
De-duplication of documents should be applied across custodians (global); each

custodian should be identified in the Custodian field in the metadata load file separated -
by semi-colon. The first name in the Custodian list should represent the original holder
of the document.

Bates Numbering Documents

The Bates number must be a unique, sequential, consistently formatted identifier, i.e.,
an alpha prefix unigue to each producing party along with a fixed length number, i.e,,
ABC0000001. This format must remain consistent across all productions. There should
be no space in between the prefix and the number. The number of digits in the numeric
portion of the format should not change in subsequent productions, nor should hyphens
or other separators be added or deleted.

Document Retention / Preservation of Metadata
The recipient of this CID should use reasonable measures to maintain the original native
source documents in a manner so as to preserve the metadata associated with these

CONSUMER FINANCIAL PROTECTION BUREAU — DOCUMENT SUBMISSION STANDARDS



electronic materials as it existed at the time of the original creation.

2) Native and Image Production
In general, and subject to the specific instructions below: (1) produce electronic
documents in their complete native/original formétalong with corresponding bates-
labeled single page TIFF images; (2) scan and process all paper documents into single
page TIFF images, OCR the images, and apply bates numbers to each page of the image;
(3) produce fully searchable document level text for every produced document; and (4)
produce metadata for every produted document in a data file that conforms to the
specific instructions below.

a) Metadata File ‘
All produced documents, regardless of their original file format, must be produced
with the below-described metadata fields in a data file (.DAT).
i) The first line of the .DAT file must be a header row identifying the field names.
ii} The .DAT file must use the following default delimiters:

TABLE 1: DAT FILE DELIMITERS

iii) Date fields should be provided in the format: mm/dd/yyyy

iv) All attachments should sequentially follow the parent document/email.

v) All documents shall be produced in both their native/original form and as a
corresponding bates-labeled single page TIFF image; provide the link to the
original/native document in the NATIVELINK field,

vi) Produce extracted metadata for each document in the form of a .DAT file, and
include these fields (fields should be listed but left blank if not applicabble):
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TABLE 2: DAT FILE FIELDS
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b) Document Text

Searchable text of the entire document must be provided for every record, at the

document level. _ '

i) Extracted text must be provided for all documents that originated in electronic
format. '
Note; Any document in which text cannot be extracted must be OCR’d.

ii) For documents redacted on the basis of any privilege, provide the OCR text for
unredacted/unprivileged portions. i

iii) The text should be delivered in the following method: As multi-page ASCIl text
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files with the files named the same as the Bates_Begin field. Text files can be
placed in a separate folder or included with the .TIFF files.
c) Linked Native Files

Copies of original email and native file documents/attachments must be included for

all electronic productions.

i) Native file documents must be named per the BATES_BEGIN number (the
original file name should be preserved and produced in the FILENAME metadata
field). i '

ii). The full path of the native file must be provided in the .DAT file in the
NATIVELINK field.

d) Images

i) Images should be single-page, Group IV TIFF files, scanned at 300 dpi.

ii) File names should be titled per endorsed bates number.

iii) Color should be preserved when necessary to interpret the document.

iv) Bates numbers should be endorsed on the lower right corner of all images.

v) For documents partially redacted on the basis of any privilege, ensure the
redaction box is clearly labeled “REDACTED”. ‘

e) Image Cross Reference File

i) The image cross-reference file is needed to link the images to the
database. It is a comma-delimited file consisting of seven fields per line. There
must be a line in the cross-reference file for every image in the database.

TABLE 3: IMAGE CROSS REFERENCE FILE FIELDS
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3)

4)

SAMPLE: :

IMG0000001,OPTIONALVOLUMENAME, E:\0O1\IMGO0000001.TIF,Y,,,3
IMG0000002,0PTIONALVOLUMENAME,E:\O01\IMG0000002.TIF,,,
IMG0000003,0PTIONALVOLUMENAME ,E:\O0T\IMGO000003.TIF,,,
IMG0000004,0PTIONALVOLUMENAME ,E:\001\IMGO000003.TIF,Y,,,1
IMG0000005,0PTIONALVOLUMENAME ,E:\001\IMGO0000003.TIF,Y,,,2
IMG0000006,0PTIONALVOLUMENAME,E:\001\IMG0000003.TIF,,,,

PDF File Production , . ,
When approved, Adobe PDF files may be produced in lieu of TIFF images for scanned
paper productions (metadata must also be produced in accordance with the instructions
aboveﬁ

a) PDF files should be produced in separate folders named by the Custodian.

b) All PDFs must be unitized at the document level, i.e. each PDF should represent a
discrete document; a single PDF cannot contain multiple documents. |

c) Allattachments should sequentially follow the parent document. ‘

d) . All PDF files must contain embedded text that includes all discernible words within
the document, not selected text only. This requires all layers of the PDF to be
flattened first.

e) If PDF files are Bates endorsed, the PDF files must be named by the Bates range

f)  The metadata load file listed in 2.a. should be included.

Transactional Data e

If transactional data must be produced, further discussion must be had to ensure the

intended export is properly composed. If available, a data dictionary should accompany

the production, if unavailable; a description of fields should accompany transactional
data productions. The following formats are acceptable:

+SQL Backup file ‘ '

*MS Access

o XML

+CSV
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eTSV
sExcel (with prior approval)

5) Audio/Video/Electronic Phone Records

a) Audio files must be produced in a format that is playable using Microsoft Windows

Media Player. Types of audio files that will be accepted include:
eNice Systems audio files (.aud). AUD files offer efficient compression and would be
preferred over both NMF and WAV files,
*Nice Systems audio files (.nmf).
o\WAYV Files
sMP3, MP4
*WMA
o AlF

Produced audio files must be in a separate folder compared to other data in the
production.

Additionally, the call information (metadata) related to each audio recording must
be produced if it exists. The metadata file must be produced in delimited text format
(DAT, CSV, or TXT), using a tab or pipe delimiter. Field names must be included in the
first row of the metadata file. Please note that the field names are case sensitive and
should be created as listed below. The metadata must include, if available, the
following fields:

TABLE 4: - AUDIO-METADATA FIELDS
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The filename is used to link the metadata to the produced audio file. The file name

in the metadata and the file name used to identify the corresponding audio file must
match exactly.

b) Video files must be produced in a format that is playable using Microsoft Windows
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Media Player along with any available metadata. If it is known that the video files do
not contain associated audio, indicate this in the accompanying transmittal letter.
Types of video files accepted include:

*MPG

s AV|

WMV

*MOV

oFLV

]

. Production of Partially Privileged Documents
If a portion of any material called for by this CID is withheld based on a claim of privilege,
those portions may be redacted from the responsive material as long as the following

conditions are met.

a)

If originally stored as native electronic files, the image(s) of the unredacted portions
are submitted in a way that preserves the same appearance as the original without
the redacted material (i.e., in a way that depicts the size and location of the
redactions). The OCR text will be produced from the redacted image(s). Any
redacted, privileged material should be clearly labeled to show the redactions on the
tiff image(s). Any metadata not being withheld for privilege should be produced in
the DAT file; any content (e.g., PowerPoint speaker notes, Word comments, Excel
hidden rows, sheets or columns) contained within the native and not being withheld
for privilege should be tiffed and included in the production.

If originally in hard copy form, the unredacted portions are submitted in a way that
depicts the size and location of the redactions; for example, if all of the content on a
particular page is privileged, a blank, sequentially numbered page should be
included in the production where the responsive material, had it not been
privileged, would have been located.
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CONSUMER FINANCIAL PROTECTION BUREAU
Washington, D.C. 20552

Notice to Persons Supplying Information

You have been asked to supply information or speak voluntarily, or directed to provide sworn

testimony, documents, or answers to questions in response to a civil investigative demand (CID) from
the Consumer Financial Protection Bureau (Bureau). This notice discusses certain legal rights and
responsibilities. Unless stated otherwise, the information below applies whether you are providing
information voluntarily or in response to a CID.

A,

False Statements; Perjury
False Statements. Section 1001 of Title 18 of the United States Code provides as follows:

[W]hoever, in any matter within the jurisdiction of the executive ... branch of the Government
of the United States, knowingly and willfully-- (1) falsifies, conceals, or covers up by any trick,
scheme, or device a material fact; (2) makes any materially false, fictitious, or fraudulent
statement or representation; or (3) makes or uses any false writing or document knowing the
same to contain any materially false, fictitious, or fraudulent statement or entry; shall be fined
under this title ...[or] imprisoned not more than 5 years ..., or both.

Perjury. Section 1621 of Title 18 of the United States Code provides as follows:

Whoever ... having taken an oath before a competent tribunal, officer, or person, in any case in
which a law of the United States authorizes an oath to be administered, that he will testify,
declare, depose, or certify truly or that any ‘written testimony, declaration, deposition, or
certificate by him subscribed, is true willfully and contrary to such oath states or subscribes any
material matter which he does not believe to be true ... is guilty of perjury and shall, except as
otherwise expressly provided by law, be fined under this title or imprisoned not more than five -
years, or both. This section is applicable whether the statement or subscrlptlon is made within
or without the United States.

The Fifth Amendment; Your Right to Counsel

Fifth Amendment. Information you provide may be used against you in any federal, state, local

or foreign administrative, civil or criminal proceeding brought by the Bureau or any other agency. If
you are an individual, you may refuse, in accordance with the rights guaranteed to you by the Fifth
Amendment to the Constitution of the United States, to give any information that may tend to

incriminate you or subject you to criminal liability, including fine, penalty or forfeiture.

Counsel. You have the right to be accompanied, represented and advised by counsel of your

choice. For further information, you should consult Bureau regulations at 12 C.F.R. § 1080.9(b).



C. Effect of Not Supplying Information

Persons Directed to Supply Information Pursuant to CID. If you fail to comply with the CID,
the Bureau may seek a court order requiring you to do so. If such an order is obtained and you still fail
to supply the information, you may be subject to civil and criminal sanctions for contempt of court.

Persons Requested to Supply Information Yoluntarily. There are no sanctions for failing to
provide all or any part of the requested information. If you do not provide the requested information,
the Bureau may choose to send you a CID or subpoena.

D. Privacy Act Statement

The information you provide will assist the Bureau in its determinations regarding violations of
Federal consumer financial laws. The information will be used by and disclosed to Bureau personnel
and contractors or other agents who need the information to assist in activities related to enforcement of
Federal consumer financial laws. The information may also be disclosed for statutory or regulatory
purposes, or pursuant to the Bureau’s published Privacy Act system of records notice, to:

a court, magistrate, administrative tribunal, or a party in litigation;
another federal or state agency or regulatory authority;

a member of Congress; and .

others as authorized by the Bureau to receive this information.

e & e ©

This collection of information is authorized by 12 U.S.C. §§ 5511, 5562.



CERTIFICATE OF COMPLIANCE WITH RFPA

The Right to Financial Privacy Act of 1978 (RFPA) does not apply to the
disclosure of financial records or information to the Consumer Financial Protection
Bureau (CFPB) “in the exercise of its authority with respect to a financial institution.” 12
U.S.C. § 3413(1). This civil investigative demand is also issued in connection with an
~ investigation within the meaning of section 3413(h)(1)(A) of the RFPA. Therefore, in
- accordance with section 3403(b) of the RFPA, the undersigned certifies that, to the
extent applicable, the provisions of the RFPA have been complied with as to the Civil.
Investigative Demand issued to J.G. Wentworth, LLC, to which this Certificate is
attached. :

The information obtained will be used to determine whether the persons named
or referred to in the attached Civil Investigative Demand are in compliance with laws
administered by the Consumer Financial Protection Bureau. The information may be
transferred to another department or agency consistent with the RFPA.

Under the RFPA, good faith reliance on this certificate relieves the recipient and
its employees and agents of any liability to customers in connection with the requested
disclosures of financial records of these customers. See 12 U.S.C. § 3417(c).

.. Digitally signed by Jeffrey Paul Ehrlich
Jeffrey Paul . DN: cn=Jeffrey Paul Ehrlich, 0=CFPB,

u=Enforcement, _
ertiafizjeff ehrlich@cfpb.gov, c=US

E h rl IC h 7 Date:2015.09.1113:18:15 -0400'
Jeffrey P. Ehrlich

Consumer Financial Protection Bureau

Deputy Director, Office of Enforcement




CERTIFICATE QOF COMPLIANCE — DOCUMENTS

I, , pursuant to 28 U.S.C. §

1746, declare that:

1. Iﬂhave made a diligent inquiry of all persons Who likely have possession of
responsive documents and information, and I have confirmed that a diligent
search has been made of all of the locations and files that likely contained
responsive documents and information in the possession, custody, or control of
J.G. Wentworth, LLC. |

2. All of the documents and informafion identified through the search described in
paragraph 1 above required by the Civil Investigative Demand dated September
11, 2015 that are within the bossession, cuétody, or control of J.G. Wentworth, |
LLC have been submitted to the Bureau custodian or deputy custodian identified
in this Civil Investigative Demand.

3. If a document or tangible thing responsive to this Civil Investigative Demand has
not been submitted, a claim of privilege in compliance with 1‘é C.F.R. §1080.8 has
been submitted.

I certify under penalty of perjury that the foregoing is true and correct. Executed on

, 2015.

Signature



CERTIFICATE OF COMPLIANCE —- INTERROGATORY ANSWERS AND
REPORTS

I, , , pursuant to 28 U.S.C. §

1746, declare that:

1. In preparing all answers and reports in response to the enclosed Civil
Investigative Demand, I have made a diligent inquiry of all persons who likely
have possession of responsive documents and information, and I have confirmed
that a diligent search has been made of all of the locations and files that likely
contained responsive documents and information within the possession, custody,
control, or knowledge of J.G. Wentworth, LLC.

2. Based on the information identified through the search described in paragraph 1
above, all answers and reports prepared in response to the enclosed required by |
the Civil Investigative Demand dated September 11, 2015 are true, correct, and
complete.

3. If aninterrogatory or a portion of an interrogatory has not been fully answered or
a report or a portion of a report has not been cbmpleted, a.claim of privilege in
compliance with 12 C.F.R. § 1080.8 has been subinitted.

I certify under penalty of perjury that the foregoing is true and correct. Executed on

, 2015.

Signature



DECLARATION CERTIFYING RECORDS OF
REGULARLY CONDUCTED BUSINESS ACTIVITY
Pursuant to 28 U.S.C. § 1746

I, , pursuant to 28 U.S.C. § 1746, declare
that:

1. Iam employed by as
Vand by reason of my position am authorized and qualified to certify the
authenticity of the records produced by J.G. Wentworth, LLC and submitted with
thié Declarationv.

2. The documents produced and submitted With this Declaration by J.G.
Wentworth, LLC ére true copies of records of regularly conducted activity that
were: | |

a. made at or near the time of the occurrence of the matters set forth, by, or
from information transmitted by, a person with knowledge of those
matfers ; |

b. kept in the course of the regularly C(;nducted business activity; and

c. made by the regularly conducted business activity as a regular practice.

I certify under penalty of perjury that the foregoing is true and correct. Executed on

, 2015.

Signature
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§1081.405 Decision of the Director.

(a) Upon appeal from or upon further
review of a recommended decision, the
Director will consider such parts of the
record as are cited or as may be
necessary 1o resolve the issues
presented and, in addition, will, to the
extent necessary or desirable, exercise
all powers which he or she could have
exercised if he or she had made the
recommended decision. In proceedings
before the Director, the record shall
consist of all items part of the record
below in accordance with § 1081.306;
any notices of appeal or order directing
review; all briefs, motions, submissions,
and other papers filed on appeal or
review; and the transcript of any oral
argument held. Review by the Director
of a recommended decision may be
limited to the issues specified in the
notice(s) of appeal or the issues, if any,
specified in the order directing further
briefing. On notice o all parties,
however, the Director may, at any time
prior to issuance of his or her decision,
raise and determine any other matters
that he or she deems material, with
opportunity for oral or written argument
thereon by the: parties.

(b) Decisional employees may advise
and assist the Director-in the
consideration and disposition of the
case. ;

(¢) In rendering his or her decision,
the Director will affirm, adopt, reverse,

- modify, set aside, or remand for further
proceedings the recommended decision
and will include in the decision‘a
staterfient of the reasons or -basis for his
or her actions and the findings of fact
upon which the decision is predicated:

(d) At the expiration of the time
permitted for the filing of reply briefs
with'the Director, the Office of
Administrative Adjudieation will notify
the parties that the case has been
submitted for final Bureau decision. The
Director will issue and the Office of
Administrative Adjudication will serve
the Director’s final decision and order
within 90 days after such notice, unless
within that time the Divector orders that
the adjudication proceeding orany
aspect thereof be remanded Lo the
hearing officer for further proceedings.

{e) Gopies-of thefinal decision-and
order of the Director shall be served
upon each party to the proceeding, upon
other persons required by statute, and,
if directed by the Director or required by
statute, upon any appropriate State or
Federal supervisory authority. The final
decision and order will also be
published on the Bureau’s Web site or
as otherwise deemed appropriate by the
Burecau,

§1081.406 Reconsideration.

Within 14 days after service of the
Director’s final decision and order, any
party may file with the Director a
petition for reconsideration, briefly and
specifically setting forth the relief
desired and the grounds in support
thereof. Any petition filed under this -
section must be confined to new
questions raised by the final decision or
final order and upon which the
petitioner had no opportunity to argue,
in writing or orally, before the Director.
No response to a petition for
reconsideration shall be filed unless
requested by the Director, who will
request such response before granting
any petition for reconsideration. The
filing of a petition for reconsideration

-“shall not operate to stay the effective

date of the final decision or order or to
toll the running of any statutory period
affecting such decision or order unless
specifically so ordered by the Director.

§1081.407 Effective date; stays pending
judicial review.

(a) Other than consent orders, which
shall become effective at the time
specified therein, an order to cease and
desist ot for other affirmative action
under section 1053(b) of the Dodd-Frank
Act becomes effective at the expiration
of 30 days after the date of service
pursuant to §1081.113(d)(2), unless the
Director agrees to stay the effectiveness
of'the order pursuant to this section.

(b) Any party subject to a final

decision and-order, otherthan-a consent

order, may apply to the Director for a
stay of all or part of that-order pending
judicial review,

(c) A motion for stay shall state the
reasons a stay.is warranted and the facts
relied upon, and shall include
supporting affidavits or other sworn
statements, and a'copy of the relevant
portions of the record. The motion shall
address the likelihood of the movant’s
sucgess on appeal, whether the movant
willsuffer irreparable harm if a stay is
not granted, the degree of injury to other
patties if a stay is granted, and why the
stay is in the public interest.

(d) A motion for stay shall be filed
within 30 days of service of the orderon
the party, Any parly opposing the
motion may file a response within five
days after receiptof the motion. The
movant may file a reply brief, limited to
new matters raised by the response,
within three days aflter receipl of the
response.

(¢) The commencement of
proceedings for judicial review of a final
decision and order of the Director does
not, unless specifically ordered by the
Director or a reviewing court, operate as
a stay of any order issued by the

Director. The Director may, in his or her
discretion, and on such terms as hie or
she finds just, stay the effectiveness of
all or any part of an order pending a
final decision on a petition for judicial
review of that order.

Dated: June 4, 2012.
Richard Cordray,
Director, Burequ of Consumer Financial
Protection.
[FR Doc. 2012-14061 Filed 6-28-12; 8:45 am)]
BILLING CODE 4810-AM-P

BUREAU OF CONSUMER FINANCIAL
PROTECTION

12 CFR Part 1080

[Docket No.: CFPB~2011-0007]

RIN 3170-AA03

Rules Relating to Investigations

AGENCY: Bureau of Consumer Financial
Protection,
ACTION: Final rule.

SUMMARY: After considering the public
comments on its interim final rule for
the Rules Relating to Investigations, the
Bureay of Consumer Finangcial
Protection. (Burean), pursuant to'the
Dodd-Frank Wall Street. Reform-and
Consumer Protection Act of 2010 (Dodd-
Frank Aet), is making revisions to-its
procedures for investigations under
seclion 1052 of the Dodd-Frank Act.
DATES: The final rule is effective June
29,2012,

FOR FURTHER INFORMATION CONTACT:
Peter G. Wilson, Office of the General
Counsel, Consumer Financial Protection
Bureail, 1700 G Street NW., Washington;
DC 20552, (202) 435~7585.

SUPPLEMENTARY INFORMATION:

1. Background

The Dodd-Frank Wall Street Reform
and Consumer Protection Act of 2010
(Dodd-Frank Act) wias signed into law
on July 21, 2010. Title X of the Dodd-
Frank Act established the Bureau of
Consumer Financial Protection (Bureau)
to regulate the offering and provision of
consumer financial products or services
under the Federal consumer financial
laws. The Dodd-Frank Act transferred to
the Bureau the consumer financial -~
protection functions formerly carried
out by the Federal banking agencies, as
well as certain authorities formerly
carried out by the Depariment of
Housing and Urban Development (HUD)
and the Federal Trade Commission
(FTC): As required by section. 1062 of
the Dodd-Frank Act, 12 U.5.C. 5582; the
Secretary of the Treasury selected a
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designated transfer date and the Federal
banking agencies’ functions and
authorities transferred to the Bureau on
July 21, 2011.

The Dodd-Frank Act authorizes the
Bureau to conduct investigations to
ascertain whether any person is or has
been engaged in conduct that, if proved,
would constitute a violation of any
provision of Federal consumer financial
law, Section 1052 of the Dodd-Frank
Act sets forth the parameters that govern
these investigations. 12 U.S.C. 5562,
Section 1052 became effective
immediately upon transfer on July 21,
2011 and did not require rules to
implement its provisions. On July 28,
2011, the Bureau issued the interim
final rule for the Riiles Relating to
Investigations (Interim Final Ruleé) to
provide parties involved in Bureau
investigations with clarification on how
to comply with the statutory
requirements relating to Bureau
investigations.

II, Summary of the Final Rule

Consistent with section 1052 of the
Dodd-Frank Act, the final rule for the
Rules Relating to Investigations (Final
Rule) describes a number of Bureau
policies and procedures that apply in an
investigational, nonadjudicative setting,
Among other things, the Final Rule sets
forth (1) the Bureau’s authority to
conduet investigations, and (2) the
rights of persons from whom the Bureau
seeks to compel information in
investigations.

Like the Interim Final Rule, the Final
Rule is modeled on investigative -
progcedures of other law enforcemerit
agencies, For guidance, the Bureau
reviewed the procedures currently used
by the FTC, the Securities and Exchange
Commission (SEC); and the prudential

- regulators, ds well as'the FTC’s recently
proposed amendmeiits to its
nonadjudicative procedures. In light of
the similarities between section 1052 of
the Dodd-Frank Act and section 20 of
the Federal Trade Commiission Act (FTC
Act), 15 U.S.C, 41 et seq., the Bureau
drew 1nost heavily from the FTC’s
nonadjudicalive procedurés in
constructing the'rules.

The Final Rule'lays out the Bureau’s
authority to conduct investigations
before instituting judicial or
administrative adjudicatory proceedings
under Federal consumer financial law,
The Final Rule authorizes the Director,
the Assistant Director of the Office of
Enforcement, and the Deputy Assistant
Directors of the Office of Enforcement to
issue civil investigative. demands (CIDs)
for docurmentary material, tangible
things, written reports, answers to
questions, or oral testimony. The

demands may be enforced in district
court by the Director, the General
Counsel, or the Assistant Director of the
Office of Enforcement. The Final Rule
also details the authority of the Bureau’s
investigators to conduct investigations
and hold investigational hearings
pursuant to civil investigative demands
for oral testimony.

Furthermore, the Final Rule sets forth
the rights of persons from whom the
Bureau seeks to compel information in
an investigation. Specifically, the Final
Rule describes how such persons should
be notified of the purpose of the
Bureau’s investigation. It alse detaijls the
procedures for filing a petilion for an
order modifying or setting aside a CID,
which the Director is authorized to rule
upon. And it'describes the process by
which persons may obtain copies of or
access to documents or testimony they
have provided in response to a civil
investigative demand, In addition, the
Final Rule describes a person’s right to
counsel at investigational hearings,

III. Legal Authority

As noted above, section 1052 of the
Dodd-Frank Actoutlines how the
Bureau will conduct investigations and
describes the rights of persons from
whom the Bureau seeks inforimation in
investigations, This section becaine
effective immediately upon the
designated transfer date, July 21, 2011,
without any requirement that the
Bureau first issue procedural rules,
Nevertheless, the Bureau believes that

~the legislative purpose of section 1052

will be furthered by the issuance of
rules that specify the manzer in which
persons can comply with its provisions.

-Section 1022 of the Dodd-Frank Act
authorizes the Direclor to prescribe
rules'as may be necessary or appropriate
for the Bureau to administer and carry
oul the purposes and objectives of
Federal consumer financial laws and to
prevent evasion of those laws. 12 U.S.C,
5512, The Bureau believes that the Final
Rule will effectuate the purpose of
section 1052 and facilitate compliance
with Bureau investigations.

IV. Overview of Public Comments on

. the Interim Final Rule

After publication of the Interim Final
Rule on July 28, 2011, the Bureau
accepted public comments until

“September 26, 2011, During the

comment period, the Bureau received
seven comments. Two of the comments
were submitted by individual
consumers; Four trade associations and
a mortgage company also submitted
comments. The trade-associations
represent credit unions, banks,
consumer credit companies, members of

the real estate finance industry, and
other financial institutions,

The commenters generally support
the Interim Final Rule. Most sections of
the Interim Final Rule received no
comment and are being finalized
without change. The comments did,
however, contain questions and
recommendations for the Bureau.

Several of the commenters expressed
concern that the Interim Final Rule
appedred to provide staff-level Bureau
employees with unchiecked authority to
initiate investigations and issue CIDs, or
that the Interim Final Rule otherwise
did not provide sufficient oversight for
particular actions.

A number of commenters expressed
concern about sections of the Interim
Final Rule that relate to CIDs. One trade
association recommended that a
statement of “‘the purpose and scope” of
a Bureau investigation—in addilion to a
notification of the nature of the conduct
constituting the alleged violation under
investigation and the applicable
provisions of law—be included in CIDs,
A commenter suggested that the Burean
require-a conference between CID
recipients and the Assistant Director of
the Office of Enforcement to negotiate
the terms of compliance with the
demand, Three of the trade associations
noled concern with the statement that
extensions of time-are disfavored for
petitions to modify or set aside CIDs.
Two commenters questioned who
would rule on such petitions without a
confirmed Directlor. One trade
association commented that withesses
should be permitted to object to
questions demanding inforniation
outside of'the scope of the investigation
during an investigational hearing
pursuant to a CID for oral testimony.

A number of commenters expressed
concern about maintaining the
confidentiality of demand material,
sharing information with other State
and Federal agencies, and the duties of
the custodians of those materials, For
example, oneé trade association and the
mortgage company recommended that
investigations should remain
confidential in all circumstances.
Another trade association asserted that
thé Bureau is not ‘permitted to engage in
jointinvestigations with State attorneys
general, .

The Bureau reviewed all of the
comments on its Interim Final Rule
thoroughly and addresses the significant
issues they raise herein, Although most
sections of the Interim Final Rule
received no comment and are being
finalized without change, the Bureau
hag made several changes to the Interim
Final Rule based on the comments it
received, The comments and these
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changes are discussed in more detail in
parts V and VI of the SUPPLEMENTARY
INFORMATION.

V. General Comments

Some comments on the Interim Final
Rule were not directed at a specific
section but rather concerned issues of
general applicability. The Bureau
addresses those comments in this
section and addresses comments related
to specific sections of the Inlerim Final
Rule in part VI.

One commenter asked the Bureau to
specify who would rule on petitions to
set aside or modify CIDs while the
Bureau lacked a Director. This
commenter also asked who would
review requests to the Attorney General
under §1080.12 for authority to
immunize witnesses and to order themn
to testify or provide other information,
The President appointed a Director of
the Bureau on January 4, 2012.
Therefore, both questions posed by this
commenter are moot. The Director or
any official to whom the Director has
delegated his authority pursuant to 12
1U.S.C. 5492(b) will rule on petitions to
set aside or modify CIDs. Furthermore,
the Bureau has revised § 1080.12 to
clarify that only the Director has the
authority to request approval from the
Attorney General for the issuance of an
order immunizing witiesses.

A commenter asserted that section
1052(c)(1) of the Dodd-Frank Act
prohibits the Bureau from issuing CIDs
after the institution of any proceedings
" under Federal consumer financial laws,
including proceedings initiated by a
State or a private party, The commenter
argued thata CID sliould be
accompanied by a certification that the
demand will have no bedaring on any
ongoing proceeding: Section 1052(c)(1)
provides, in relevant part, that “the
Bureau may, before the institution of
any proceedings under the Federal
consuimer financial law, issue in
writing, and cause to be served upon
such person, a civil investigative
demand.” The language “before the
institution of any proceeding under
Federal consumer financial-law’" refers
to the institution of proceedings by the
Biureau. It 'does not limit the Bureau'’s
authority to issue CIDs based upon the
commencement of a proceeding by other
parties.

Another commenter requested that
the Bureau exempt all credit unions
from Bureau investigations, The Bureau
believes that granting an exemption
from the Bureai’s enforcement authority
through the Final Rule would be
inappropriate and that there is an
insufficient record to support such an
exemption,

-. Section 1080.1

A commenter recommended that
covered persons be allowed to recover
attorneys’ fees and costs incurred by
defending against an investigation that
is shown to be without merit. The Dodd-
Frank Act does not provide the right to
recover fees and costs by defending
against an investigation. Further, as
explained below, the Bureau believes
that the procedures for petitioning to
modify or set aside a CID set forth in
§1080.6(d) of the Interim Final Rule
(now 1080.6(e) of the Final Rule)
provide sufficient protections to a
recipient of a demand it believes lacks
merit,

VI. Section-by-Section Summary
Scope

This section describes the scope of the
Interim Final Rule. If makes clear that
these rules only apply to investigations
under section 1052 of the Dodd-Frank
Act, The Bureau received no comment
on § 1080.1 of the Interim Final Rule
and is adopting it as the Final Rule
without change.

Section 1080.2 Definitions

This section of the Interim Final Rule
defines several terms used throughout
the rules. Many of these definitions also
may be found in section 1051 of the
Dodd-Frank Act.

A commenter questioned the breadth
of the definition of the term “Assistant
Director of the Division of
Enforcement.” The commenter argued
that because that term was defined to
include “any Buréau employee to whom
the Assistant Director of the Division of
Enforcement has delegated authority to
act under this part,” the Interim Final
Rule could give Bureau employees
inappropriately broad-authority to take
cerlain actions, such as issuing ClDs.

The Bureau has revised the Final Rule
in response to these comments. The
Final Rule identifios those with
authority to take particular actions
under each section of the Final Rule;
Sections 1080.4 (initiating and
conducting investigations) and 1080.6
(civil investigative demands) of the
Final Rule clarify that the authority to
initiate investigations and issue CIDs
cannot be delegated by the identified
officials, The Final Rule also changes
the defined term “Division of
Enforcement” to “Office of
Enforcement” to reflect the Bureau’s
current organizational structure.

Section 1080.3 Policy as to Private
Controversies

This section of the Interim Final Rule
states the Bureau’s policy of pursuing
investigations that are in the public

interest, Section 1080.3 is consistent
with the Bureau’s mission to protect
consumers by investigating potential
violations of Federal consumer financial
law. The Bureau received no comments
on § 1080.3 of the Interim Final Rule
and is adopting it as the Final Rule
without change.

Section 1080.4 Initiating and
Conducting Investigations

This section of the Interim Final Rule
explains that Bureau investigators are
authorized to conduct investigations
pursuant to section 1052 of the Dodd-
Frank Act,

A commenter observed that this
section of the Interim Final Rule did not
explicitly provide a procedure for senior
agency officials to authorize the opening
of an investigation, The commenter
argued that only senior agency officials
should decide whether to initiate
investigations. The commenter
questioned whether staff-level
employees could open investigations
and issue CIDs without sufficient
supervision, and noted that the FTC’s
analogous rule specifically lists the
senior officials to whom the
Commission has delegated, without
power of redelegation, the authority to
initiate investigations.

A commenter also-expréssed concern
that the FTC’s analogous rule explicitly
provides that FTC investigators must
comply with the laws of the United
States and FTC regulations. According
to the commenter, such language is
necessary to ensure that the Bureau
complies with the Right to Financial
Privacy Act (RFPA) to the extent that
statute applies to the Bureau, The
commenter also believes that this
language is needed to guard against
investigations undertaken for what the
commenter characterized as the
impermissible purpose of aiding State

- attornéys general or State regulators.

The commenter suggested that the
Bureau add a statement to this section .
of the Interim Final Rule similar to the
FTC’s rule requiring compliance with
Federal law and agency regulations.
The Final Rule clarifies that only the
Assistant Director or any Deputy
Assistant Director of the Office of
Enforcement has the authority to initiate
investigations. The Bureau has
significant discretion to determine
whether and when to open an
investigation, and the public benefits
from a process whereby the Bureau can
open and close investigations
efficiently. But the Bureau did not
intend its rules to be interpreted so
broadly as to suggest that any staff-level
employee could unilaterally open an
investigation or issue a CID, The Final
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Rule also provides that Bureau
investigators will perform their duties in
accordance with Federal law and
Bureau regulations.

Section 1080.5 Notification of Purpose

This section of the Interim Final Rule
specifies that a person compelled to
provide information to the Bureau or to
testify in an investigational hearing
must be advised of the nature of the
conduct constituting the alleged
violation under investigation and the
applicable provisions of law. This
section of the Interim Final Rule
implements the requirements for CIDs
described in section 1052(c)(2) of the
Dodd-Frank Act.

Commenters noted that although the
Dodd-Frank Act and the FTC Act both
require CIDs to state ““the nature of the
conduct constituting the alleged
violation which is under investigation
and the provision of law applicable to
such violation,” the two agencies’
implementing regulations on this topic
differ. Both agencies’ regulations require
a statement of the nature of the conduct
at issue and the relevant provisions of
law, but the FTC rule also requires that
the recipient of the CID be advised of
“the purpose and scope” of the
investigation. Conmmenters argued that
the Bureau should add this phrase to its
rule because excluding it would lead to
requests for materials outside the scope
of an investigation. One commenter
arguied that only senior agency officials
should authorize iiivestigations to
ensure that CIDs are relevant to the
purpose and scope of the Bureau’s
investigations,

The language in'§1080.5 of the
Interim Final Rule mirrors the language
of the Dodd-Frank Act, which provides
that “[e/ach civil investigative demand
shall state the nature of the conduct
constituting the alleged violation which
is inder investigation and the provision
of law applicable to such violation.”
The Bureau believes that the
information covered by this statutory
language provides sufficient notice to
recipients of CIDs. As discussed above,
§1080.4 (initiating and conducting
investigations) of the Final Rule limits
the authority to open investigations to
the Assistant Director or any Deputy
Assistant Director of the Office of
Enforcement. Similarly, § 1080.6 of the
Final Rule (civil investigative demands)
limits the authority to issue CIDs to the
Director of the Bureau, the Assistant
Director of the Office of Enforcement,
and the Deputy Assistant Directors of
the Office of Enforcement. Thus, one of
these identified officials will review and
approve the initiation of all
investigations and the issuance of all

CIDs. In addition, to the extent
recipients of CIDs consider the demands
to be for an unauthorized purpose or
outside the scope of the investigation,
they will have an opportunity to
negotiate the terms of compliance
pursuant to § 1080.6(c) of the Interim
Final Rule (now § 1080.6(d) of the Final
Rule) or to petition to set aside or
modify the demand pursuant to
§1080.6(d) of the Interim Final Rule
(now § 1080.6(e) of the Final Rule).

The Bureau therefore adopts this
section of the Interim Final Rule as the
Final Rule without change.

Section 1080.6 Civil Investigative
Demiarnds

This section of the Interim Final Rule
lays out the Bureau’s procedures for
issuing CIDs. It authorizes the Assistant
Director of the Office of Enforcement to
issue CIDs for documentary material,
tangible things, written reports, answers
to questions, and oral testimony. This
section of the Interim Final Rule details
the information that must be included
in CIDs and the requirement that
responses be made under a sworn
certificate. Section 1080.6 of the Interim
Final Rule also authorizes the Assistant
Director of the Qffice of Enforcement to
negotiate and approve the terms of
compliance with CIDs and grant
extensions for good cause. Finally, this
section of the Interim Final Rule
describes the procedures for seeking an
order {o modify orsetaside a CID,
which the Director is‘authorized to rule
upon;

One ¢commenter argued that
§1080.6(a) permits almost any Bureau
employee Lo issue CIDs without
sufficient supervision. The commenter
stated that thislack of oversight is
problematic and does not reflect
GCongress’ intent when: it enacted the
Act,

Section 1080:6{a) of the Final Rule
limits the authority to issue CIDs to the
Director, the Assistant Director of the
Office of Enforcement, and the Deputy
Assistant Directors of the Office of
Enforcenient, This change to the Final
Rule balances the efficiency of the
Bureau's inyestigative process with
appropriate supervision and oversight.

A-commenter suggested that the
Bureau require a conference between
the CID recipient and the Assistant
Director of the Office of Enforecement
within ten days of service of the CID to
negotiate and approve the terms of
compliance, The commenter envisioned
a conference analogous to a discovery
planning conference under the Federal
Rules-of Civil Procedure; duiring which
the parties could discuss requests for
information, appropriate limitations on

the scope of requests, issues related to
electronically stored information (ESI),
issues related to privilege and
confidential information, and a
reasonable time for compliance. The
commenter stated that this type of
conference would better ensure prompt
and efficient production of material and
information related to the investigation,
The Bureau agrees that a conference
between the parties within ten calendar
days of serving a CID is likely to
improve the efficiency of investigations,

" -and §1080.6(c) of the Final Rule

provides for such a conference, The
Final Rule does not, however, adopt the
suggestion that the Assistant Director of
the Office of Enforcement preside over
all such conferences.

Several commenters also noted
conceril with the statement in
§1080.6(d) of the Interim Final Rule
disfavoring extensions of time for
petitioning for an order modifying or
setting aside CIDs. One commenter
argued that the 20-day period to file
petitions; for which extensions of time
are disfavored, is inconsistent with the
“reasonable” period of time for
comipliance with the CID set forth.in -
§1080.6(a). The commenter also argued
that this timeframe leaves a short period
for the CID recipient to decide which
documents are privileged or otherwise
protected and to file a petition
articulating privilege ard scope
objections, Another commenter noted
that the analogous FTC rules do not
include a provision disfavering
extensions for petitions to modify or set
aside a CID, These commenters
recommended that the Bureau delete the
sentence related to disfavoring
extensions. One commenter
recominended that the rules be
corrected to provide an independent
review if 4 covered person believesa
CID is without merit. ‘

Like the Interim Final Rule, the Final
Rule includes a provision disfavoring
extensions of time for petitions to
modify or set aside a CID; The Bureau
believes its policy of disfavoring
extensions is appropriate in light of its
significant interest in promoting an
efficient process for seeking materials
through CIDs. By disfavoring
extensions, the Bureau means to prompt
recipients to décide within 20 days
whether they intend to comply with the
CID. The Final Rule also clarifies that
this 20-day period should be computed
with calendar days. -

The Bureau notes that §1080.6(d) of
the Interim Final Rule (now § 1080.6(e)
of the Final Rule) only provides the due
date for a petition for an order
modifying or setting aside a CID. It does
not require recipients to comply fully
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with CIDs within 20 days, In addition,
the Final Rule provides several options
to recipients of CIDs that need
additional time to respond. For
example, the recipient may negotiate for
a reasonable extension of time for
compliance or a rolling document
production schedule pursuant to
§1080.6(c) of the Interim Final Rule
{now §1080.6{d) of the Final Rule).

Section 1080.6(e) of the Final Rule
clarifies that recipients of CIDs should
not assert claims-of privilege through a
petition for an order modifying or
setting aside a CID. Instead, when
privilege is the only basis for
withholding particular inaterials, they
should utilize the procedures set forth
in'§1080.8 (withliolding requested
material) of the Final Rule. Section
1080.6(¢e) of the Final Rule also lays out
the authority of Bureau investigators to
provide to the Director a reply to a
petition seeking an order modifying or
setting aside a CID. Specifically, the
Final Rule states that Bureau
investigators may provide the Director
with a-statement setting forth any
factual and legal responses to a petition,
The Burean will not make these
statements or any other internal
deliberations part of the Bureau’s public
records, Section 1080.6(g) of the Final
Rule ¢larifies that the Bureau, however,
will make publicly available both the
petition and the Director’s order in
respouse, Section 1080.6(g) of the Final
Rule also clarifies that it a CID recipient
wants to prevent the Director from
making the petition public, any showing
of good cause must be made no later
than the time the petition is filed. The
Final Rule glso adds a provision
clarifying how the Bureau will serve the
petitioner with the Director’s order,

Finally, the Bureau believes the
procedures for petitions to modify or set
aside a CID set forth in the Final Rule
adequately protect a covered person
who believes a CID is without merit,
and that an additional independent
review is unnecessary.

. Seclion 1080.7 - Investigational
Hearings

This section of the Interim Final Rule
describes the procedures for
investigational hearings initiated
pursuant to a CID for-oral testimony. Tt
also lays out the roles and
respousibilities of the Bureau
investigator conducting the
investigational hearing, which include
excluding unauthorized persons from
the hearing room and ensuring that the
investigational hearing is transcribed,
the witness is duly sworn, the transeript
is a true record of the testimony, and the.

transcript is provided to the designated
custodian,

A commenter argued that the Bureau
is not authorized to conduct joint
investigations with State attorneys
general under the Dodd-Frank Act and,
correspondingly, State attorneys general
cannot attend an investigational hearing
as a representative of an agency with
whom the Bureau is ¢conducting a joint
investigation, The commenter argued
that Congress distinguished between
State attorneys general and State
regulatory agencies in section 1042 of
the Dodd-Frank Act and that State
attorneys general are therefore not
“agencies” with whom the Bureau can
partner. The commenter alsg asserted
that the Bureau cannot share a copy of
the transcript of an investigational
hearing with another agency without the
consent of the witness.

Another commenter argued that
representatives of agericies with which
the Bureau is conducting a joint
investigation may be present at an
investigational hearing only with the
witness’s consént. This commenter
stated that the Bureau should recognize
in therules that a witness who does not
consent to the presence of a
representative of another agency at an
investigational hiearing should not be
presurmed guilty.

The Dodd-Frank Act states that the
Bureau “may engage in joinl
investigations and requests for
information; as authorized under this
title.” This statutory language permits
the Bureau to engage in joint .
investigations with State or Federal law
enforcement agencies, including State
attorneys general, with jurisdiction that
overlaps with the Bureau’s. The
Bureau’s disclosure rules also permit
the Bureau to share certain confidential
information, including investigational
hearing transcripts, with Federal or
State agencies to the extent the
disclosure is relevant to the exercise of
an agericy’s statutory or regulatory
authority, See 12 CFR 1070.43(b). In
addition, neither the Dodd-Frank Act
nor the rules require the consent of the
wilness 1o pérmit a representative of an
agency with which the Bureau is
c¢onducting a joint investigation to be
present.at the hearing. Consent is
required only when people othier than
those listed in the rule are included.

Thus, the Bureau adopts § 1080.7 of
the Interim Final Rule as the Final Rule
without change,

Seciion 1080.8 Withholding Requesied
Material
This section of the Interim Final Rule

describes the procedures that apply
when persons withhold material

responsive to a CID. It requires the
recipient of the CID to assert a privilege
by the production date and, if so
directed in the CID, also to submit a
detailed schedule of the items withheld.
Section 1080.8 also sets forth the
procedures for handling the disclosure
of privileged or protected information or
communications,

The Bureau received no comment on
§1080.8 of the Interim Final Rule and
is'adopting itas the Final Rule without
substantive change.

Section 1080.9. Rights of Witnesses in
Invesligations

This section of the Interim Final Rule
describes the rights of persons
compelled to submit information or
provide testimony in an investigation. It
details the procedures for obtaining a
copy of submitted documents or a copy
of or access to a transcript of the
person’s testimony. This section of the
Interim Final Rule also describes a
witness’s right to make changes to his or
her transcript and the rules for signing
the transcript. : .

Section 1080.9 of the Interim Final
Rule lays out a person’s right to counsel
at an investigational hearing and
describes his or her counsel’s right to

“advise the witness as to any question

posed for which an objection may
properly be made, It also describes the
witiess’s or counsel’s rights to object to
questions or requests that the witness is
privileged to refuse to answer, This .
section of the Interim Final Rule states
that counsel for the wilness may not
otherwise object to’ questions or
interrupt the examination to make
statements on the record but may
request that the witness have an
opportunity to clarify any of his or her
answers. Finally; this section of the
Interim Final Rule authorizes the
Bureau investigator to take all necessary
action during the course of the hearing
to avoid delay and to prevernt or restrain
disorderly, dilatory, obstructionist, or
contumacious conduct, or
contemptuons language.

A commenter noted that'under the
Interim Final Rule witnesses could not
object during an investigational hearing
on the ground that a question was
oulside the scope of the investigation.
The commienter argued thata covered
person’s inability toraise such
objections might-allow “a fishing

- expedition.” The commentet

recommended amending §1080.9(b) to
allow objections based on scope,
Section 1052(c){13)(D)(iii) of the
Dodd-Frank Act states, in relevant part:
[a]n objection may properly be made;
received, and entered upon the record when
it is claimed that such person is entitled to
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refuse to answer the question on grounds of
any constitutional or othér legal right or
privilege, including the privilege against self-
incrimination, but the person shall not
otherwise object to or refuse to answer any
question, and such person or attorney shall
not otherwise interrupt the oral examination,
Thus, to the extent the scope objection
was grounded in a witness’s
constitutional or other legal right, it
would be a proper objection:

The Final Rule clarifies that counsel
may confer with a witness while 4
question is pending or instruct a witness
not to answer a question only if an
objection based on privilege or work
product may properly be made: The
Final Rule also.describes counsel’s
Hmited ability to make additional
objections based on other constitulional
or legal rights. The Final Rule provides
that if an attorney has refused to comply
with his or her obligations in the rules
of this part, or has allegedly engaged in
disorderly, dilatory, obstructionist, or
contumacious conduct, or
contemptuous language during an
investigational hearing, the Bureau may
take further action, including action to
suspend or disbar the attorney from
further participation in the investigation
or further practice before the Bureau
pursuant to 12 CFR 1081.107(c). The
Final Rule also includes other
nonsubstantive changes, incliding
clarifying that the 30-day period that the
witness has to sign and submit his or
her transcript should be computed using
calendar days.

Section 1080.10 = Noncomplianice With
Civil Investigative Demands

- This section of the Interim Final Rule
authorizes the Director, the Assistant
Director of the Office of Enforcement,
and the General Counsel to initiate an
action to enforce a CID in connection
with the failure orrefusal of a person to
comply with, or to cbey, a GID. In
addition, they are authorized to seek
¢ivil contempt or other appropriate
reliéf in cases where a court order
enforcing a CID has been violated,

The Bureau received no comment on

- §1080.10 of the Interim Final Rule and

is adopting it ags the Final Rule without
substantive change:
Section 1080.11  Disposition

This section of the Interim Final Rule
explains that an enforcement action may
be instituted in Federal or State court or
through administrative proceedings
when warranted by the facts disclosed
by an-investigation. It further provides
that the Bureau may refer investigations
to appropriate Federal, State, or foreign
government agencies-as appropriate.
This section of the Interim Final Rule

also authorizes the Assistant Director of
the Office of Enforcement to close the
investigation when the facts of an
investigation indicate an enforcement
action is not necessary or warranted in

* the public interest.

One commenter inidicated that the
Bureau’s authority to refer
investigations to other law enforcement
agencies should be limited to
circumstances when it is expressly
authorized to do so by the Dodd-Frank
Act, an enumerated consumer financial
law, or other Federal law, because of
potential risks to the confidentiality of
the investigatory files,

The Bureau'’s ability torefer matters to
appropriate law enforcement agencies is
inherent in the Bureau's authority and
is:acorollary Lo the Bureau’s stalutorily
recognized ability to conduct joint
investigations. The documentary
materials and tangible things obtained
by the Bureau pursuant to-a CID are
subject to the requirements and
procedures relating to disclosure of
records and information in part 1070 of
this title. These procedures for sharing
information with law enforcement
agencies provide significant and
sufficient protections for these
materials,

The Bureau has amended § 108011 to
clarify that the Assistant Director and
any Deputy Assistant Director of the
Office of Enforcement are authorized to
close investigations.

The Bureau adopts §1080.11 of the
Interim Final Rule with the changes
discussed above.

Section 1080.12 . Orders Requiring
Witnesses To Testify or Provide Other
Information and Granting Immunity

This section of the Interim Final Rule
authorizes the Assistant Director of the
Office of Enforcement to request
approval from:the Attorney General for
the issuance of an order requiring a
witness to testify or provide other
information and granting immunity
under 18 U,S.C. 6004, The nterim Firal
Rule also sets forth the Bureau’s right te
review the exercise of these functions
and states that the Bureau will entertain
an appeal from an order requiring a
witness to testify or provide other
inforimation only upon a showing that a
substantial question is invelved, the
determination of which is essential to
serve the interests of justice. Finally,
this section of the Interim Final Rule
describes the applicable rules and time
limits for such appeals.

A commenter questioned whether this
section of the Interim Final Rule would
permit any Bureau employee to request
that the Attorney General approve the
issuance of an order granting immunity

under 18 U.S.C. 6004 and requiring a
wilness to testify or provide
information. The commenter noted that
the Dodd-Frank Act authorizes the
Bureau, with the Attorney General’s
permission, to compel a witness to
testify urnider 18 11.8.C. 6004 if the
witness invokes his or her privilege
against self-incrimination. The
commenter argued that this section
should delegate the authority to seck
permission to compel testimony to a
specitic individual to provide
accountability and ensure that
information is not disclosed to the
Attorney General in'a manner that
violates the Rightto Financial Privacy
Act, The commenter noted that the
FTC’s analogous rule specifically lisis
the senior agency officials who are
authorized to make such requests to the
Attorney General, and identifies a
liaison officer through whom such
requests must be made, The commenter
also suggested that § 1080.12(b) of the
Interim Final Rule, which provides that
the Assistant Director’s exercise of this
authority is subject to review by *the
Bureau,” specify who will conduct this
review.

The Final Rule provides that only the
Director of the Bureau has the authority
to request approval from the Attorney
General for the issuance of an order
requiring a witness to testify or provide
other information and granting
immunity under 18 U.8.C. 6004, This
change addresses the concern that
requests for witness immunity would be
made without oversight, Limiting this
authority to the Director provides
sufficient accountability.

Seclion 1080.13 ~Cuslodians

This section of the Interim Final Rule
déscribes the procedures for designating
a custodian and deputy custodian for

‘material produced pursuant to a CID in

an investigation. It also states that these

“materials are for the official use of the

Bureau, but, upon notice to the
custodian, must be made available for
examination during regular office hours
by the person who produced thiem;

A commenter suggested that the
Bureau should detail the particular
duties of custodians designated under
this section and that, without an
enumerated list of duties, the custodian
would not have any responsibilities
regarding CID materials, The commenter
noted that the FTC Act requires the
custodian to take specific actions, while
the Dodd-Frank Act does not. The
commenter suggested specifying a series
of custodial duties, including (1) taking
and maintaining custody of all materials
submitted pursuant to CIDs or
subpoenas that the Bureau issues,
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including transcripts of oral testimony
taken by the Bureau; (2) maintaining
confidentiality of those materials as
required by applicable law; (3)
providing the materials to either House
of Congress upon request, after ten days
notice to the party that owns or
submitted the materials; (4) producing
any materials as required by a court of
competent jurisdiction; and (5)
complying at all tinies with the Trade
Secrets Act,

Section 1052 of the Dodd-Frank Act
sets forth the duties of‘the Bureau’s
custodian; Sections 1052(c)(3) through
(c)(6) of the Dodd-Frank Act give the
custodian responsibility for receiving
documentary material, tangible things,
written reports, answers to questions,
and transeripts of oral testimony given
by any person in compliance with any
CID, Section 1052(d) of the Dodd-Frank
Act, as well as the Bureau’s Rules for
Disclosure of Records and Information
in part 1070 of this title, outline the
requirements for the confidential
treatment of demand material. Section
1052(g)-addresses custodial control and
provides that a person may file, in tlie
district court of the United States for the
judicial district within which the office
of the custodian is situated, a petition
for an order of such court requiring the
performance by the custodian of any
duty imposed upon him by section 1052
of the Dodd-Frank Act or by Bureau
rule. These dutiesand obligations do
not require additional clarification by
rule. :

The Final Rule clarifies that the
custodian has the powers and duties of
both section 1052 of the Dodd-Frank Act
and 12.CFR 1070.3.

The Bureau adopts §1080.13 of the
Interim Final Rule with the ¢hanges
discussed above.

Section 1080.14 - Confidential
Treatment of Demand Material and
Non-Public Nature of Investigations

Section 1080,14 of the Interim Final
“‘Rule explains that decumentary
materials, written reports, answers to
questions, tangible things, or transcripts
of oral testimony received by the Bureau
in any form or format pursuantto a CID
are subject to the requirements and
procedures relating to disclosure of
records and information in part 1070 of
this'title. This section of the Interim
Final Rule also states that investigations
generally are non-public. A Bureau
investigator may disclose the existence
of an investigation {o the extent
necessary 1o advance the investigation.
A-commenter recommended that the
Bureau revise this section to mandate
that Bureau investigations remain
confidential, The commenter noted the

potential reputation risk to an entity if
an investigation is disclosed to the
public, In addition, the commenter
argued that failing to-conduct
investigations confidentially will
increase litigation risk. One commenter
recommended that the Bureau issue a
public absolution of a company if the
Bureau does not maintain the
confidentiality of an investigation,

Section 1080.14 of the Interim Final
Rule provides that investigations
generally will not be disclosed to the
public, but permits Biireau investigators
to disclose the existence of an
investigation when necessary to
advance the investigation, The Interim
Final Rule does not contemplate
publicizing an investigation, but rather
disclosing the existence of the
investigation to, for example, a potential
witness or third party with potentially
relevant information when doing so is
necessary to advance the investigation.
This limited exception sufficiently
balances the concerns expressed by the
comnienter with the Bureau's need to
obtain information efficiently.

Thus, the Bureau adopts § 1080,14 of
the Interim Final Rule as the Final Rule
without change.

VII, Section 1022(b)(2) Provisions

In developing the Final Rule; the
Bureau has considered tlie potential
benefits, costs, and impacts, and has

‘consulted or offered to-consult with the

prudential regulators, HUD, the SEC; the
Department of Justice; and the FTC,
including with regard to consistency
with any prudential;, market; or systemic
objectives administered by such
agencies,?

The Final Rule neither imposes any
obligations on gonsumers nor is
expected to have any appreciable
impdct on their access to consumer
financial products or services. Rather,
the Final Rule provides a ¢lear; efficient
mechanism for investigating compliance
with the Federal consumer financial
laws, which benefits consumers by
creating a systematic process to protect
them from unlawful behavior.

1 Section 1022(b)(2)(A) of the Dodd:Frank Act
addresses the consideration of the potential benefits
and: costs of regulation to.consumers and covered

. ‘persons, including the potential reduction of access

by consumers to consumer financial products or
services; the impact efi depository instititions and
credit unions with $10 billion or less in total assets
as described in section 1026 of the Dodd-Frank Act;
and the impact on consumers in ruralareas. Section
1022(b)(2)(B) addresses consultation between the
Buréau and other Federal agencies during the
ruleniaking process. The mannérand extent to
which these provisions apply to procedural rules
and benefits, costs and impacts that are compelled
by statutory changas rather than discretionary
Bureau action is unclear. Nevertheless; to inform
this rulemaking more fully; the Bureau performed
the described analyses and consultations,

The Final Rule imposes certain
obligations on covered persons who
receive CIDs in Bureau investigations.
Specifically, as described above, the
Final Rule sets forth the process for
complying with or objecting to CIDs for
documentary material, tangible things,
written reports or answers to questions,
and oral testimony. Most obligations in
the Final Rule stemn from express
language in the Dodd-Frank Act and do
not impose additional burdens on
covered persons.

To tlie extent that the Final Rule

“includes provisions not expressly

required by statute, these provisions
benefit covered persons by providing
clarity and certainty. In addition, the
Final Rule vests the Bureau with
discretion to modify CIDs or extend the
time for compliance for good cause,
This flexibility benefits covered persons
by enabling the Bureau (o assess the cost
of compliance with a civil investigative
demand in a particular circumstance
and take appropriate steps to mitigate
any unreasonable compliance burden,

Moreover, because the Final Rule-is
largely based on-section 20 of the FTC
Act-and its corresponding regulations, it
should present an existing, stable model
ol investigatory procedures to.covered
persons, This likely familiarity to
covered persons should further reduce
the compliance costs for covered
persons,

The Iinal Rule'provides that requests
for extensions of time to file petitions to
modify or set aside CIDs are disfavored.
This may impose-aburden on covered
entities in some cases, but'it may also
lead to a more expeditious resolution of
matters, rediicing uncertainty.
Furthermore,; the Final Rule has no
unique impact on insured depository
institutions or insured credit unions
with less than $10 billion in assetsas
described in section 1026(a) of the
Dodd-Frank Act, Nor does the Final
Rule have a unique impact on rural
consumers.

A commenter suggested that the
Bureau conduct a nonpublic study of
the impact of complying with a CID on
the entities who have been subjected to
them by other agencies, with specific
focus on those that were found not to
haye violated the law. As the
commenter implicitly recognizes, such
data'does not currently exist and thus
was nol reasonably available tothe
Bureau in finalizing the Interim Final
Rule. Moreover, as explained above,
most of the costs associated with
complying with:a CID result from the
Dodd-Frank Act, which authorizes the
Bureau toissue such demands.

A commenter asserted that
disfavoring extensions of petitions to
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modify or set aside CIDs will require the
recipient to conduct a full review of the
demanded material within the normal
20-day period in order to comply with
the deadline for filing a petition, Under
the Final Rule, recipients of a CID are
not required to comply fully within
twenty days; rather, they are required
simply to decide whether they will
comply with the demand at all, The
Assistant Director of the Office of
Enforcement and the Deputy Assistant
Directors of the Office of Enforcement
have the discretion to negotiate and
approve the terms of satisfactory
compliance with CIDs and, for'good
cause shown, may extend the tine
prescribed for compliance. Thus; the
Final Rule provides reasonable steps to
mitigate compliance burden while
simultaneously protecting the Bureau's
law enforcement interests.

Another commenter stated that the
fouf interim final rules that the Bureau
pronuilgated together on July 28, 2011
failed to satisfy tlie rulemaking
requirements under section 1022 of the
Dodd-Frank Act. Specifically, the
commenter stated that “the CFPB’s
analysis of the costs and benefits of its
rules does not recognize the significant
costs the CFPB imposes on-covered
persons.” The Bureau believes that it
appropriately considered the benefits,
costs, and impacts of the Interim Final
Rule pursuant to section 1022. Notably,
the commenter did not identify any
specific costs Lo covered persons that
are not-discussed in Part C of the
SUPPLEMENTARY INFORMATION o the
Interim Final Rule.

VIIL Procedural Requirements

As noted in publishing the Interim
Final Riile, under the Administrative
Procedure Act, 5 1.8.C. 553(b), notice
and comment is hot required for rules
of agency organization; procedure, or
practice, As discussed in the preamble
to the Interim Final Rule, the Bureau
confirms its finding that this is a
procedural rule for which notice and
comment is not required. In addition,
because the Final Rule relates solely to
agency procedure and practice, it'isnot
subject to the 30-day delayed effective
date for substantive rules under section
553(d) of the Administrative Procedure
Act, 5. U.5.C, 551 et seq, Because no
notice of proposed rulemaking is
required, the requirements of the
Regulatory Flexibility Act, 5 U.5,C,
601{2) do not apply. Finally, the Bureau
has determined that this Final Rule does
net impose any new recordkeeping,
reporting; or disclosure requirements on
covered entities or members of the
public that would be collections of

information requiring approval under 44
U.S8.C. 3501. et seq.

List of Subjects in 12 CFR Part 1080

Administrative practice and
procedure, Banking, Banks, Consumer

‘protection, Credit, Credit unions,

Investigations, Law enforcement,
National banks, Savings associations,
Trade practices.

For the reasons set forth in the
preamble, the Bureau of Consumer
Financial Protection revises part 1080 to
Chapter X in Tille 12 of the Code of
Federal Regulations to read as follows:

PART 1080—RULES RELATING TO
INVESTIGATIONS

Sec,

1080.1 - Scope.

1080.2 *Definitions.

1080.3 Policy as to private controversies.

1080.4 Initiating and conducting
investigations.

1080.5 Notification of purpose.

1080.6 Civil investigative demands.

1080.7 Investigational hearings.

1080.8 Withholding requested material,

1080.9 . Rights of witnesses in investigations.

1080.10". Noncoimpliance with civil
investigative demands.

1080.11 * Disposition:

1080.12  Orders requiring witnesses to
testify orprovide other information and

. granting immunity,

1080,13 - Custodians,

1080.14  Confidential treatment of demand
material and non-public nature of
investigations.

Authority: Pub. L. 111-203, Title X, 12
U.5.C5481 et seq.

§1080.1 Scope.

The rules of this part apply to Bureau
investigations conducted pursuantito
section 1052 of the Dodd-Frank Act, 12
U.8,C. 5562,

§1080.2 . Definitions.

For the purposes of this part, tuinless
explicitly stated to the contrary:

Bureaumeans the Bureau of
Consumer Financial Protection,

Bureau investigdlion means any
inguiry conducted by a Bureau
investigator for the purpose of
ascertaining whether any person is-or
has been engaged in any conduct that is
a violation.

Bureau investigator means-any
attorney or investigator employed by the
Bureau who'is charged with the duty of
enforcing or carrying into effect any
Federal consumer financial law.

Custodian means the custodian or any
deputy custodian designated by the
Bureau for the purpose of maintaining
custody of information produced
pursuant to this part,

Director means the Director of the
Bureau or a person authorized to

perform the functions of the Director in
accordance with the law,

Documentary material means the
original or any copy of any book,
document, record, report,
memorandum, paper, communication,
tabulation, chart, log, electronic file, or
other data or data compilation stored in
any medium, including electronically
stored information,

Dodd-Frank Act means the Dodd-
Frank Wall Sireet Reform and Consumer
Financial Protection Act of 2010, as
amended, Public Law 111-203 (July 21,
2010), Title X, codified at 12 U.S,C,
5481 et seq.

Electronically stored information (ESI)
fneails any information stored in any
electronic medium from which
information can be oblained either
directly or, if necessary, after translation
by the responding party into a
reasonably usable form,

Office of Enforcement means the
office of the Bureau responsible for
enforcement of Federal consumer
financial law.

Person means an individual,
partnership, company, corporation,
association (incorporated or
unincorporated), trust, estate,
cooperative organization; or other
entity,

Violation means any act or omission
that, if proved, would constitute a
violation of any provision of Federal-
consunier financial law,

§1080.3Policy as:to-private controversies.
The Bureau shall act only in the
public interest and will not initiate:an
investigation or take other enforcement
action when the alleged violation s~
merely-a matter of private controversy
and does not tend to affect adversely the
public interest. :

§1080.4  Initiating and conducting
investigations.

The Assistant Director of the Office of
Enforcement and the Deputy Assistant
Directors of the Office of Enforcement
have the nondelegable authority to
initiate investigations. Bureau
investigations are conducted by Burcau
investigators designated and duly
authorized under section 1052 of the
Dodd-Frank Act, 12 U.S.C. 5562, to
conduct such investigations; Bureau
investigators are authorized to exercise
and perform their duties in accordance
with the laws of the United States and
the regulations of the Bureau.

§1080.5 . Notification of purpose,

Any person coinpelled to furnish
documentary material; tangible things,
written reports or answers to questions,
oral testimony, or any combination of
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such material, answers, or testimony to
the Bureau shall be advised of the
nature of the conduct constituting the
alleged violation that is under
investigation and the provisions of law
applicable to such violation.

§1080.6 Civil investigative demands.

(a) In general, In accordance with
section 1052(c) of the Act, the Director
of the Bureau, the Assistant Director of
the Office of Enforcement, and the
Deputy Assistant Dirvectors of the Office
of Enforcement, have the nondelegable
authority to issue a civil investigative
demand in any Bureau investigation
directing the person named therein to
produce documentary material for
inspection and copying or reproduction
in the form or medium requested by the
Bureau; to submit tangible things; to
provide a written report or answers to
questions; to appear before a designated
representative at a designated time and
place to'testify about docunientary
material, tangible things, or other
information; and to furnish any
combination of such material, things,
answers, or testimony, .

(1) Documentary material, (1) Civil
investigative deéemands. for the
- production of documentary material
shall describe each class of material to
be produced with such defliniteness and
certainty as to permit such material to
be fairly identified, prescribe a return
date or dates that will provide a
reasonable period of time within which
the material so demanded may be
assembled and made available for
inspection and ¢opying or reproduction,
andidentify the custodian to whom
such material shall be made available.
Dog¢umentary material for which a ¢ivil
investigative:demand has been issued
shall be made-available as prescribed in
the eivil investigative demand.

(i1) Production of documentary
malterial in response to a givil
investigative demand shall be made
under a sworn certificate; in such form
as the demand designates, by the person
to whom the demand is directed or;if
not'a natural person, by any pérson
having knowledge of the facts and
circumsiances relating to such
production; to the effect that all of the
documentary material required by the
demand and in the possession, custody,
or control of the person to whom the
demand is directed has been produced
and made ‘available to the custodian.

(2) Tangible things. (i).Civil
investigative demands for tangible
things shall describe each class of
tangible things to be produced with
such definiteness and certainty ds to
permit such things to be fairly ’
identified, prescribe a return date or

’

dates which will provide a reasonable
period of time within which the things
so demanded may be assembled and
submitted, and identify the custodian to
whom such things shall be submitted.

(ii) Submissions of tangible things in
response to a civil investigative demand
shall he made under a sworn certificate,
in such form as the demand designates,
by the person to whom the demand is
directed or, if not a natural person, by
any person having knowledge of the
facts and circumstances relating to such
production, to the effect that all of the
tangible things required by the demand
and in the possession, custody, or
control:of the person to whom the
demand is directed have been submitted
to the custodian,

(3) Written reports or answers to
questions. (i) Civil investigative
demands for written reports or answers
to questions shall propourid with
definiteness and certainty the reports to
be produced or the questions to be
answered, prescribe a date or dates at
which time written reports or answers
to questions shall be submitted, and
identify the custodian to whom such
reports or answers shall be submitted.

(ii) Each reporting requirement or
question in a-civil investigative demand
shall be answered separately and fully
in writing under oath. Responses to a
civil investigative demand for a written
report or answers to questions shall be
made under a sworn certificate, in such
form as the demand designates, by the
person to whom the demand is directed
or, if not a natural person; by any person
responsible for answering each
reporting requirement or question, to
the effect that all of the information
required by the demand and in the
possession, custody, ¢ontrol, or
knowledge of the person to whom the
demand is directed has been submitted
to the custodian,

(4) Oral testimony:. (i) Givil
investigative demands for the giving of
oral testimony shall prescribe a date,
time, and place at which oral testimony
shall be commenced; and identify a
Bureau investigator who shall conduct
the investigation and the custodian to
whom the transéript of such
investigation shall be submitted. Oral
testimony in response to a civil
investigative-demand shall be taken in
accordance with the procedures for
investigational hearings prescribed by
§§1080.7 and 1080.9 of this part.

(ii) Where a civil investigative
demand requires oral testimony from an
entity, the civil investigative demand
shall describe with reasonable
particularity-the matters for examination
and the entity must designate oneor
more officers, directors, or managing

agents, or designate other persons who
consent to testify on its behall. Unless
a single individual is designated by the
entity, the entity must designate the
matiers on which each designee will
testify. The individuals designated must
testify about information known or
reasonably available to the entity and
their testimony shall be binding on the
entity. .

(b) Manner and form of production of
ESI. When a civil investigative demand
requires the production of ESI, it shall
be produced in accordance with the
instructions provided by the Bureau
regarding the manner and form of
production, Absent:any instructions as
to the form for producing ESI, ESI must
be produced in the form in which it is
ordinarily maintained or in a reasonably
usable form.

(c) Meet and confer. The recipient of
a civil investigative demand shall meet
and confer with a Bureau investigator
within 10 calendar days after receipt of
the demand or before the deadline for
filing a petition to modify or set aside
the demand, whichever is earlier, to
discuss-and attempt to resolve all issues
regarding complianee with the civil
investigative demand. The Assistant
Director of the Office of Enforcement
and the Deputy Assistant Directors of
the Office of Enforcenient may authorize
the waiver of this requirement for

routine third-party civil investigative

demands or in other circumstances
where he or she determines that a
meeting is unnecessary, The meeting
may be in person or byfelephone.

(1) Personnel, The recipient must
make-available at the meeting personnel

- with:the knowledge necessary to resolve

any issues relevant to compliance with
the demand. Such personinel could
include. individuals knowledgeable
about the recipient’s information or
records managément systems and/or the
recipient’s organizational structure.

(2) ESL 1f the civil investigative
demand seeks ESI, the recipient shall
ensure that a person familiar with its
ESI systems and methods of retrieval
parlicipates in the meeting,

{(8) Petitions. The Bureau will not
consider petitions to setaside or modify
a civil investigative demand unless the
recipient has meaningfully engaged in
the meet and confer process described
in:this subsection and will consider
only issues raised during the meet and
confer process.

(d).Compliance, The Assistant
Director of the Office of Enforcement
and the Deputy Assistant Directors of
the Office of Enforcerient are authorized
to riegotiate and approve the térms of

- satisfactory compliance with civil

investigative demands and; for good
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cause shown, may extend the time
prescribed for compliance.

(e) Petition for order inodifying or
setting aside demand—in general. Any
petition for an order modifying or
setling aside a civil investigative
demand shall be filed with the
Executive Secretary of the Bureau with
a copy to the Assistant Director of the
Office of Enforcement within 20
calendar days after service of the civil
investigative demand, or, if the return
. date is less than 20 calendar days after
service, prior to the return date. Such
petition shall set forth all factual and
legal objections to the civil investigative
demand, including all appropriate
arguments, affidavits, and other
supporting documeritation;, The attorney
who objects to a demand must sign any
objections.

"(1) Statement. Each petition shall be
accompanied by a signed statement
representing that counsel for the
petitioner has conferred with counsel
for the Bureau pursuant to section
1080.6(c) in a good-faith effort to resolve
by agreement the issues raised by the
petition and has been unable to reach
such an agreement. If some of the
matters in controversy have been
resolved by agreement, the statemient
shall specify the matters so resolved and
the matters remaining unresolved. The
statement shall recite the date, time, and
place of each such meeting between
counsel, and the names of all parties
participating in each such meeting,

(2) Extensions of time. The Assistant
Director of the Qffice of Enforcemernit
and the Deputy Assistant Directors of
the Office of Enforcement are authorized
to rule upon requests for extensions of
time within which to file such petitions.
Requests for extensions of time are
distavored.,

(3) Bureau investigalor response,
Bureau investigators may, without
serving the petitioner, provide the
Director with a statement setting forth
any factual and legal vesponse to a
petition for an order modifying or
setting aside the demand.

(4) Disposition. The Director has the
authority to rule upon a petition for an
order modifying or setling aside a‘civil
investigative demand. The order may be
served on the petitioner via email,
facsimile, or any other method
reasonably calculated to provide notice
of the order to the petitioner.

{f) Stay of compliance period, The
timely filing ‘of a petition for an order
modifying or setting aside a civil
investigative demand shall stay the time
permitted for compliance with the
portion challenged. If the petition is
denied in whole orin part, the ruling
will specify anew return date,

(g) Public disclosure, All such
petitions and the Director’s orders in
response to those petitions are part of
the public records of the Bureau unless
the Bureau determines otherwise for
good cause shown. Any showing of
good cause must be made no later than
the time the petition is filed.

§1080.7 Investigational hearings.

(a) Investigational hearings, as
distinguished from hearings in
adjudicative proceedings, may be
conducted pursuart to a ¢ivil
investigative demand for the giving of
oral testimony in the course of any
Burean investigation, including
inquiries initiated for the purpose of
determining whether or not a
respondent is complying with an order
of the Bureau.

(b) Investigational hearings shall be
conducted by any Bureau investigator
for the purpose of hearing the testimony
of witnesses and receiving documentary
material, tangible things, or other
information relating to any subject
under investigation. Such hearings shall
be under oath or affirmation and
stenographically reported, and a
transcript thereof shall be made a part
of the record of the investigation, The
Bureau investigator conducting the
investigational hearing also may direct
that the testimony be récorded by audio,
audiovisual, or other means, in which
case the recording shall be made a part
of the record of the investigation as
well,

(¢) In investigational hearings, the
Bureau investigators shall exclude from
the hearing room all persons except the
person being examined, his or her
counsel, the officer before whom the
testimony is to be taken, any
investigator or representative of an
agency with which the Bureau is
engaged in ajoint investigation, and .any
individual transcribing or recording
such testimony. At the discretion of the
Bureau investigator, and with the
consent of the person being examiried,
persons other than those listed in this
paragraph may be present in the hearing
room; The Bureau investigator shall
certify or direct the individual ‘
transcribing the testimony to certify on
the transeript that the witness was duly
sworn and that the transcript is a true
record of the testimony given by the
witness. A copy of the transcript shall
be forwarded prompily by the Bureau

. investigator to the custodian designated

in section 1080.13.

§1080.8  Withholding requested material.
(a) Any person-withholding material

responsive to a civil investigative

demand or any other request for

production of material shall assert a
claim of privilege not later than the date
set for the production of material. Such
person shall, if so directed in the civil
investigative demand or other request
for production, submit, together with
such claim, a schedule of the items
withheld which states, as to each such
item, the type, specific subject matter,
and date of the item; the names,
addresses, positions, and organizations
of all authors and recipients of the item;
and the specific grounds for claiming
that the itein is privileged. The person
who submits the schedule and the
attorney stating the grounds for:a claim
that any item is privileged must sign it.

(b) A person withholding material
solely for'reasons described in this
subsection shall comply with the
requirements of this subsection in lieu
of filing a petition for an order
modifying or setting aside a civil
investigative demand pursuant to
section 1080.6(e).

(c) Disclosure of privileged or
protected information or
communications produced pursuant to a
civil investigative demand shall be
handled as follows:

(1) The disclosure of privileged or
protected informaltion or
comimunications shall not operate as a
waiver with respect to the Bureau if:

(i) The disclosure was inadvertent;

(ii) The holder of the privilege or
protection took reasonable steps to
prevent disclosure; and

{iii) The holder promptly took
reasonable steps to rectify the érror,
including notifying a Bureau
investigator of the claim of privilege or
protection and the basis for il.

(2) After being notified; the Burean
investigator must promptly return,
sequester; or-destroy the specified
information and any copies; must not
use or disclose the information until the
claim is resolved; must take reasonable
steps to retrieve the information if he or
she disclosed it before being notified;
and, if appropriate, may sequester such
material until such time as a hearing
officer or court rules on the merits of the
claim of privilege or protection. The
producing party must preserve the
information until the claim is resolved.

(3) The disclesure of privileged or
protected information or
communications shall waive the
privilege or protection with respect té
the Bureau as to undisclosed
information or communications only if:

(i) The waiver is intentional;

-(i1) The disclosed and undisclosed
information or communications concern
the same subject matter; and

(iii) They ought in fairness to be
considered together.
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§1080.9 Rights of witnesses in
investigations.

(a) Any person compelled to submit
documentary material, tangible things,
or written reports or answers to
questions to the Bureau, or to testify in
an investigational hearing, shall be
entitled to retain a copy or, on payment
of lawfully prescribed costs, request a
copy of the materials, things, reports, or
written answers submiitted, or a
transcript of his or her testimony. The
Bureau, however, may for good cause
denysuch a request and limit the
witness to inspection of the official
transcript of the testimony. Upon
completion of transcription of the
testimony of the wilness, the witness
shall be offered an.opportunity to read
the transcript of his or her testimony.
Any changes by the witness shall be
entered and identified upon the
trangcript by the Bureau investigator
with a statement of the reasons given by
the witness for making such changes.
The transcript shall then be signed by
the witness and submitted to the Bureau
unless the witness cannot be found, is
ill, waives in writing his or her right to
signature, or refuses to sign. If the
signed transcript is not submitted to the
Bureau within 30 calendar days of the
witness being afforded a reasonable
opportunity to review il, the Bureau
investigator, or the individual
transcribing the testimony acting at the
Bureau investigator’s.direction, shall
sign the transcript and state on the
record the fact of the waiver, illness,
absenceof the witness, or the refusal to
sign; together with any reasons given for
the failure to sign.

(b) Any witness compelled to appear
in person at an investigational hearing
may be accompanied, represented, and
advised by counsel as follows:

(1) Counsel for a witness may advise
the witness, in confidence and upon the
initiative of either counsel or the
witness, with respect to any question
asked of the witness where it is:claimed
that a witness is privileged to refuse to
answer the question, Counsel1nay not
otherwise consult with the wilness
while a question directed to the witness
is'pending,

2) Any objections made under the
rules in this part shall be made only for
the purpose of protecting a
constitutional or other legal right or
privilege, including the privilege against
self-incrimination. Neither the witness
nor counsel shall otherwise object or
refuse to answer any question. Any
objection during an investigational
hearing shall be stated concisely on the
record in'a nonargumentative and
nonsuggestive manner, Following an
objection, the examination shall proceed

and the testimony shall be taken, except
for testimony requiring the witness to
divulge information protected by the
claim of privilege or work product.

(3) Counsel for a witness may not, for
any purpose or to any extent not
allowed by paragraphs (b)(1) and (2) of
this section, interrupt the examination
of the witness by making any objections
or statements on the record. Petitions
challenging the Bureau’s authority to
conduct the investigation or the
sufficiency or legality of the civil
investigative demand shall be addressed
to the Bureau in advance of the hearing
in accordance with § 1080.6(e): Copies
of such petitions may be filed as part of
the record of the investigation with the
Bureau investigator conducting the
investigational hearing, but no
arguments in support thereof will be
allowed at the hearing.

(4) Following completion of the
examination of a witness, counsel for
the witness may, on the record, request
that the Bureau investigator conducting
the investigational hearing permit the
witness to clarify any of his or her
answers. The grant or denial of such
request shall be within the sole
discretion of the Bureau investigator
conducting the hearing.

(5) The Bureau investigator
conducting the hearing shall take all
necessary action to regulate the course
of the hearing to avoid delay and to
prevent or resirain disorderly, dilatory,
obstructionist, or contumacious
conduct, or contemptuous language.
Such Bureau investigator shall, for
reasons stated on the record,
immediately report to the Bureau any
instances where an attorey has
allegedly refused to comply with his or
her obligations under the rules in this
part, or lias allegedly engaged in
disorderly, dilatory, obstructionist, or
contumacious conduct, or
contemptuous language in the course of
the hearing: The Bureau will thereupon
take such further action, if any, as the
circumstances warrant, ineluding
actions congistent with those described
in 12 GFR 1081.107(c) to:suspend or
disbar the attorney from further practice
before the Bureau or exclude the
attorney from further participation in
the particular investigation.

§1080.10 Noncompliance with civil .
investigative demands.

(a) In cases of failure to comply in
whole or in part with Bureau civil
investigative demands, appropriate
action may be initiated by the Bureau,
including actions for enforcement.

(b) The Director, the Assistant
Director of the Office of Enforcement,

and the General Counsel of the Bureau
are authorized to:

(1) Institute, on behalf of the Bureau,
an enforcement proceeding in the
district court of the United States for
any judicial district in which a person
resides, is found, or transacts business,
in connection with the failure or refusal
of such person to comply with, or to
obey, a civil investigative demand in
whole or in part if the return date or any
extension thereof has passed; and

(2) Seek civil contempt or other
appropriate reliefin cases where a court
order enforcing a civil investigative
demand has been violated.

§1080.11 - Disposition.

(a) When the facts disclosed by an
investigation indicate that an
enforcement action is warranted, further
proceedings may be instituted in
Federal or State court or pursiiant to the
Bureau's administrative adjudicatory
process. Where appropriate, the Bureau
also may refer investigations to
appropriate Federal, State, or foreign
governimental agencies.

(b) When the facts disclosed by an
investigation indicate that an
enforcement action is not necessary or
would not be in the publi¢ interest, the
investigational file will be closed. The

" malter may be further investigated, at

any time, if circumsiances so warrant.

(c) The Assistant Director of the Office
of Enforcement and the Deputy
Assistant Directors of the Office of
Enforcement are authorized to close
Bureau investigations.

§1080.12 - Orders requiring witnesses to
testify or provide other information and
granting immunity.

The Director has the nondelegable
authority to requiest approval from the
Attorney General of the United States
for the issnance of an order requiring a
witness to testify or provide other
information and granting immunity
under 18 1J.8.C. 6004,

§1080.13 _Custodians.

{a) The Bureau shall designate a
custodian and one or more deputy
custodians for material to bé delivered
pursuant to a civil investigative demand
in an investigation, The custodian shall
have the powers and duties prescribed
by 12.CFR 1070.3 and section 1052 of
the Act, 12 U.S8.C. 5562, Deputy
custodians may perform all of the duties
assigned to custodians,

{b) Material produced pursuant to-a
civil-investigative demand, while in the
custody of the custodian, shall be for the
official use of the Bureau in accordance
with the Act; but such material shall
upon reasonable notice to-the custodian
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be made available for examination by
the person who produced such material,
or his or her duly authorized
representative, during regular office
hours established for the Bureau.

§1080.14 Confidential treatment of
demand material and non-public nature of
investigations.

(a) Documentary materials, written
reports, answers to questions, tangible
things or transcripts of oral testimony
the Bureau receives in any form or
format pursuant to a civil investigative
demand are subject to the requirements
and procedures relating to the
disclosure of records and information
set forth in part 1070 of this title,

(b) Bureau investigations generally are
non-public. Bureau investigators may
disclose the existence of an

“investigation to potential witnesses or
third parties to the extent necessary to
advance the investigation.

Dated: June 4, 2012.
Richard Cordray,

Director, Bureau of Consumer Financial
Protection.

[FR Doc. 2012-14047 Filed 6~28~12; 8:45 am]
BILLING CODE 4810-AM-P

BUREAU OF CONSUMER FINANCIAL
PROTECTION

12 CFR Part 1082
[Pocket No. CFPB-2011-0005]
RIN 3170-AA02

State Official Notification Rule

AGENCY: Bureau of Consumer Financial
Protection.
ACTION; Final rule,

SUMMARY: The Dodd-Frank Wall Street
Reform and Consumer Financial
Protection Act of 2010 (Dodd-Frank Act)
requires the Bureau of Consumer
Financial Protection (Bureau) to
prescribe rules establishing procedures
that govern the process by which Staie
Officials notify the Bureau of actions
undertaken pursuant to the authority
granted to the States 1o enforce the
Dodd-Frank Act or regulations
prescribed thereunder, This final State
Official Notification Rule (Final Rule)
sets forth the procedures to govern this
process,

DATES: The Final Rule is effective June
29, 2012,

FOR FURTHER INFORMATION CONTACT:
Veronica Spicer, Office of Enforcement,
Consumer Financial Protection Bureau,
1700 G Street NW., Washington, DC
20552, at (202) 435-7545,
SUPPLEMENTARY INFORMATION:

I. Background

The Dodd-Frank Wall Street Reform
and Consumer Financial Protection Act
of 2010 (Dodd-Frank Act) was signed .
into law on July 21, 2010. Title X of the
Dodd-Frank Act established the Bureau
to regulate the offering and provision of
consumer financial products or services
under the Federal consumer financial
laws, Section 1042 of the Dodd-Frank
Act, 12 U.S.C. 5552, governs the
enforcement powers of the States under
the Dodd-Frank Act. Under section
1042(a), a State attorney general or
regulator (State Official) may bring an
action to enforce Title X of the Dodd-
Frank Act and regulations issued
thereunder. Prior to initialing any such
action, the State Official is required to
provide notice of the action to the
Buréau and the prudential regulator, if
any, pursuarnt to section 1042(b) of the
Dodd-Frank Act. Section 1042(b) further

“authorizes the Bureau to intervene in

the State Official’s action as a party,
remove the action to a Federal district
court, and appeal any order or
judgment.

Pursuant to section 1042(c) of the
Dodd-Frank Act, the Bureau is required
to issue regulations implementing the
requirenients of section 1042, On July
28, 2011, the Bureau promulgated the
State Official Notification Rule (Interim
Final Rule) with a request for comment.
The comment period for the Interim
Final Rule ended on September 26,
2011. After reviewing and considering
the issues raised by the comments, the
Bureau now promulgates the Final Rule
establishing a procedure for the tiining
and content of the notice required to be
provided by State Officials pursuant to
section 1042 (b) of the Dodd-Frank Act,
12 U.S,C. 5552(b).

II. Summary of the Final Rule

Like the Interim Final Rule, the Final
Rule iniplemernits a procedure for the
timing and content of the notice
required by section 1042(b), sets forth
the responsibilities of the recipients of
the notice, and specifies the rights of the
Bureau {o participate in actions brought
by State Officials under section 1042(a)
of the Dodd-Frank Act, In drafting the
Final Rule; the Bureau endeavored to
create a process that would provide both
the Bureau aind, where applicable, the
prudential regulators with timely notice
of pending actions and account for the
investigation and litigation needs of
State regulators and law enforcement
agencies; In keeping with this approach,
the Final Rule provides fora default
notice period of at east ten calendar
days, with exceptions for emergencies
and other extenuating circumstances,

and requires substantive notice that is
both straightforward and
comprehensive, The Final Rule further
makes clear that the Burean can
intervene as a party in an action brought
by a State Official under Title X of the
Dodd-Frank Act or a regulation
prescribed thereunder, provides for the
confidential treatment of non-public
information contained in the notice if a
State so requests, and provides that
provision of notice shall not be deemed
a waiver of any applicable privilege. In
addition, the Final Rule specifies that
the notice provisions do not create any
procedural or substantive rights for
parties in litigation against the United
States or against a State that brings an
action under Title X of the Dodd-Frank
Act or a regulation prescribed
thereuinder. ‘

IIL. Legal Authority

Section 1042(c) of the Dodd-Frank Act
authorizes the Bureau to prescribe
regulations implementing the
requirements of section 1042(b). In
addition, the Bureau has general
rulemaking authority pursuant to
section 1022(b)(1) of the Dodd-Frank
Act to prescribe rules to enable the
Bureau to ‘administer and carry out the
purposes and objectives of the Federal
consumer financial laws and to prevent
evasions thereof,

IV. Overview of Comments Received

In response to the Interim Final Rule,
the Bureau received several comments.
Four letters were received from
associations representing the financial
industry, two letters were received from
financial industry regulators and
supervisors, and one letter was received
from an individual consumer: The
Bureau alsoe received a comment letter
fromni a financial industry regulator in
response toits Federal Register
notification of November 21, 2011,
regarding the information collection
requirements assoclated with the
Interim Final Rule pursuant to the
Paperwork Reduction Act of 1995
{PRA), Public Law 104-13. All of the
comments are available for review on
www.regulations.gov.

The financial industry associations’
comments fell into several general
categories. Several comments expressed
concerns about the Bureau’s ability to
maintain confidentiality for netification
materials received by the Bureau, Other
commenters requested clarity as to-the
type of actions for which the Bureau
requirés notification, One commeriter
requested-that the Bureau require
uniform interpretation by States of all
Federal law within the Bureau’s
jurisdiction, ’
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MEET AND CONFER STATEMENT

Counsel for the petitioner J.G. Wentworth, LLC (“J.G. Wentworth”) has conferred with
counsel for the Consumer Financial Protection Bureau (the “CFPB or “Bureau”) pursuant to 12
C.F.R. § 1080.6(c) in a good-faith effort to resolve by agreement the issues raised by the petition
and has been unable to reach such an agreement. |

On September 21, 2015, between 3:00 pm-and 5:00 iam eastern time, Franca Harris
Gutierrez, Benjamin Neaderland, and Laura Schwalbe, counsel for J G Wentworth, conferred by
telephone with Carmen Christopher, Navid Vazire and Meghan Sherman, counsel for the
Bureau, concerning the scope of the CID pursuant to 12 C.F.R. § 1080.6(c) and (e)(1), and the
CID has not yet been modified. |

On September 29, 2015, between 12:00 pm and 12:30 pm eastern time, Matthew
Martens., Benjamin Neaderland, and Bradford Hardin, counsel for J.G. Wentworth, conferred by
telephone with Navid Vazire and Meghan Sherman, counsel for the CFPB, pursuant to 12 C.F.R.
§§ 1080.6(c) and (e)(1). During this conference, counsel for J.G. Wentworth stated that the
Bureau lacked jﬁrisdiction to issue the Civil Investigative Demand (“CID”), and that J.G,
Wentworth planned to petition for an order to set aside the demand. The parties were unable to
resolve by agreement the issues raised by the petition. M. Vaziré later contacted Benjamin
Neaderland on September 29, 20135, to report that Jeffrey Ehrlich, Deputy Enforcement Director,

had rejected J.G, Wentworth’s request to set aside the CID.

@”Tf:? - {
Date: October 1, 2015 @iy ]
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Account ID: 270111

PURCHASE CQNTRACT

This js 4. Purchase Contract (“Contraet”) for the sale of structured settlement payments between
% ‘-You, Your), and J G Wentwortthrlgmatlons, LLC (We, Us5 Gur)

“B. Those Settlement Payments are bemg paid to You from an annyity pohcy (“Annulty Pohcy”) purchased by the Person
responsible for makmg the Settlement Payments to You (“Obhgo %) .

"C." Rather than wait for the Settlement Payments to be made to You in the fufare, You want to sell all or soie of those
Settlement Payments (“Purchased Payments™) to Us now for a lump sum, :

"“f“ﬁi O T CORT RN R AT r%‘fere“i%ﬁe’effefoﬁ* IR #sﬁeamrt 5T g
CAREFULLY, AS IT WILL HAVE A SUBSTANTIAL IMPACT ON HOW DISPUTES BETWEEN YOU AND
Us ARE R‘ESOLVED

DEFINED WORDS -
Certain words used in this Coniract have specific meanings, sho‘Wn belov(r.
 Affiliate ' An entity controlled by, controlling, or under common control with, another: entity.

Annui‘ty Policy ‘ The pohcy purchased by the Obhgor to. ensure that the Settlement Payments are niade to You as
- requxred by the Seftlement Agreement. ,

1 Clos‘ing":'l;)oeuments Aty documents necessary to carry out the purchase of the Purchased Payments other .
R than the “Contract or Contract Documents” as defined: below I

Contract or Contract o .
Documents - Collectively, only this Contract and the Disclosure Statement

o Contract Date The date Your signature at the end of this Contract is notarized However, if You happen
’ to sign th]S Contract before the number of days stated at the end of Your Distlosure -
Statement Tor waiting has passed You w1ll have no obligatlon ufider Your Contract ‘until
that time has passed.

4 Iy binding ruhng issued by a judge or- proper]y empowered i

. Gourt Order. I 's'tratif\ie.“o,fﬁcer, :
L g the sale of the Purchasecl Paymentsto Us (“Cour fppr al”y. o
l)isclosure'sfia'tement : . The doeument Wthh 1dent1ﬁes for You, the Purehased Payments, expenses Putchase Price
: and-various other disclosnres.
Encum'braneé X o Any claim, right, lien, p'olicy loan, or restriction.  In-addition; this in‘cludes any
: limits on rights of ownership (such as the use, voting, transfer, receipt of income, ete.).
Funding Date The date We pay You the Net Purchase Price. ’
Issuer . The insurance company that issued the Annuity Policy.
Page { :
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' "‘A_Ob.ligor . ' The Person who is. obligated to make payments to You-urder the Settlement Agreement..
.-Pa"‘rt'y

1 P‘el‘son

1 ?hrghase;l?r;‘ce:_

Settlement A-greement - The agreement that You and the Obligor signed to resolve Your personal injury claim.

We, 'Our, ‘or Us 1. G Wentworth Originations, LLC, along with any of its su¢cessors, assigns,

You or

i 'chased Payments 4 : :' Only those ¢ertain payments that We are purchasmg from You under this: Contract

Account [D; 270111

One of You or Us. Parti'es means both You and Us,'

" Any natyral person or Iegal entlty

Net Furchase Prlcc,...,.a vvvvvv The amount shown.as. the “net amount payab]e fo.the. seller (You)” on the Dlsclosure
* Statement. This is the sum We have agreed to pay You: after any deductrons as set forth
in the Contract. Documents.

11, 084h,
Agreement.

z Is'*thaa&«&h wm«,m. &“@%b&wﬁﬂ‘ A

and de51gnees Some of the Contract Documents or. Closmg Documents may refer to Us
as the purchaser. .

Your - . - The Person named on this Contract’s first page. Some of the Contract Documents or
] : Closmg Documents may refer to You as the seller, :

- You and ‘We agree as follows.

1. SALE OF THE, PURCHASED PAYMEN’I‘S

2. PURCHASE PRICE

A:

g of this Contract and subject to certain conditions including: Court Approval, You sell, transfer -
- and assign to Us' the tight to recéive:the Purchiased Payments specrﬁcally 1dent1ﬂed inthe Dlsclosure Statement.

Wé Wril pay You the Net, Purchase Price as agreed to in the Cointract Documents subject to certam condltlons,
1nc1udmg; meeting Our- underwrltmg requirernents, Court Approval and satisfastory cornpletlon of thé Closmg
Documents, We wrll do this in exchange for You: .

@ . ':selling the Purchased Payments to Us

ing. the beneficiary of the Annmty Policy-to Your estate and net changmg 1t agam until We. have
d-all of the Purchased Payments ' :

current beneﬁcranes waive therr rlghts to the Purchased Payments and

3 ful llmg Your promlscs under this Contract

C. . If We ate buymg only a portion of Your payments, this will have no effect upon Your- rlghts in the unsold port1on,v ‘
You will continye to receive the unsold portion. unless You have already sold-or engumbered that portion,
However, sometimes the Issuer; the Obhgor or the court inay require Us 1o receive the ‘entire amount of Your
payment. T80, “We will then forward thie portion of the payment still-due to You and You hereby agree 10 this
.payment setvicing arcangement,

The Gross and Net Purchase Prices are shown on the Disclosure Statement and are fair and acceptable to You and Us,

Page 2
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Agtount ID: 270111

- B We wxll pay You the Net Purchase Pnce in the manner Yourdesxgnate for U 8.

N -“C_-E ', '

Payment of Debts Owed-
any judgmerits or liens g4
' ‘amount We pay You, an.

- You tépresent and warrant to Us the f‘ollbwing'
A You understand that THIS IS A SALE AND NOT A LOAN.
B. The Antwity Policy is in full force, You are thie sole and undlsputed reclpxent of the nght 10 the Purchased Payments,
have the right to sell theth free and clear of any Encumbragices and have not prevxously sold any of the Purchased
Payments 10 any other Person,

C. -You understand that Court Approval is requlred fer thlS purchase and You agree to fully (:ooperate w1th Us fo '
T obtain that approval o . . . G AR .

D, - Yougave Us all requested: inforniafion and signed all documents necessaty-to. complete the: purchase
Every statement made by You in the Contract Docunieiits and Closing Documents is tiue and. complete

E. No* law, divorce decree ot other legal obstacle:

° requnes You 1o keep the Pui‘chased Payments for the benefit ofa ciuerit or former spouse, dependent chlldren, y
‘or-other person, or ’

s legally preven s You from' com:ractmg w1th Us, selhng the Purchased Payments or changmg the Annmty
Po;udy s beneﬁczary G F ;. :

B Bt

10 lawsults‘or

o You have’ never ﬁled for banlcmptc:y, wiil fiot "Q 40 before the Fundf ie Date iid the ‘
enits; Or

by any of Your credltors topuf You into bankruptcy or take atiy of the

6 ‘lms onour cred1tors You will
i -.ev1dence of afinal bankruptcy

rehance ofi any mtaentlonal misrepresentatlon by You may result in Our enforclng Our rlghts agamst You i oourt

Page 3 . ; ;
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Account ID: 270111

mformatlon) to the parties to a resals, -

S M. Any future owner of the right to the Purchased Payrments W1II have all of the same ughts We have, including: the right to-

 the diities You-owe Us unider this Contract: “Thiis Ineliides the' nght to make & Clalm agamst You-for-violating; aily’ ofthe . -

representatlons, wartanties; or’ promxses You made in‘this Contfa,ct
4 YOUR PROMISES TO US
Before agd after the Fungmg Date:

A,, You w111 te]l us right aWay lf Your address or telephone number changes and do

o sell the right to the Purchased Payments to Us, -

e .change the beneﬁc-lfaﬁ,ry as réquired by this Contrect; and’

® gorrect anyvdo.,ciImentaﬁon errors-in the'Qontraet ]),ocurﬁents or 'Cloe_ing Documents.
B ~ Youwill'also fell Us if any of the following ogturs: | |

e aviolation of this Contract; or

# anything that oould negatiVely affect the Anmuty Pohey, the Purchascd Payments or thlS 0

You will not;

v - dgree to sell the Purchased Payments to any’ Person other thart Us

® change the Annulty Polivy’s beneﬁciary to any Petson: other than Your estate untll We have collected all of the .

Pur¢hinsed Payments; or

e withdraw cash from, borrow.ggainst, orcharige the An'nuity' Poli‘cy

will also update any documents and information 50 they w111 b6 true-and. complete on the Fundmg Date

Page4 .
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' We are howqand w111 cohtmue in the ﬁ.Lture, to rely onf

Avbount [D: 270111

We imay cancel this Confract be_fore‘.the Eundmg Date if:

A.

B
R 0%
D

=

You breach any representat_ion, warranty, or promise in any Contract Documents or Closing Documents,

Thé petition for:the Court Order is contested, 6pp‘0‘s'ed' or‘-not'approved’

We are sued or threatened with & lawsuif or an arbitration about this Co.

There is any threatened pending, or ﬁnal actlon or change in law or rule challengmg the Iegallty of, of negatively

affecting this trangaction. -
You ﬂ!e fof, or ate, forced into bankruptcy
You d1e

Fmal approval has jiot been gwen by Out underwritmg departinent,

The Purchase Cortrdcet is not slgne.d by You.,and received back by Us by March 29, 2014

A migjor fafirig agency downgrados the Tssuor’s credit raifig.

The Issuer is, or-becomes insolvent, b_rf-'uncfierregj@etory‘ supervision;

, AUESTED) ORFEDEX OR A NOTE
Page 5
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AssouintID: 270111

NOTICE MUST INCLUBE A BANK OR CERTIFIED CHECK A EPAYABLE TO US, iNTHEFULL
AMOUNTRECEIVED BY ¢ ' i : X

LITEM FEES,

b, \Vlth respect to A through C above, to the extent permltted by apprable Liw,” the arbltratlon provnsnon in Sectlon ]
9 of this Contract shall survive the termmatlon, cangellation or l‘eSClSSlOﬂ of this Contract .

.7H.Q,L,W§

A, 'All nofices about this Cdntrac,t must be in writmg.

You will be ixtdefﬁu]t if Y ow
A failto ,confpiy_with any terins or conditiéyns of this Corittact; o

B

: Page 6 ) .
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Iy Contraoi “Claim” has”the oadest possrble meanlng and mcludes lmtia,l cldlms counterclarms, cross»cla,ims, third-party clalms and
... federal, state, Jocal and administrative claims, . It incfudes disputes based upon contract, tort, consumer rights, fraud and other i
intentional torts, constitution, statute, regulation, ordinance, comtmon law and equity and includes claims for money damages and

Accoynt ID: 270111

9. ARBITRATION PROVISION

To the extent permitted by applicable law, You. and We agree to the followmg atbitration provrsron

injunctive or declaratory relief.  Upon the demand of You of Us, Claim(s) will be resolved by individual (not class or class-wide)
. pinding arbitration inaccordance. wrth the terms specified in-this arbltratlon provisjon; |

Special Definitions, Solely for purposes of this arbitration provrsion, in addition to the meanings set forth i this Contract: (1) “We,”
i and SOuEs also () refor fo Our emplovess, officors, directors, parents; controlling nersons, subsidiaries and affiliates and (b)
apply to third parties if You asserta Claim aganst “such thir partres in connection with a Claim you assert aganst Us; and (2) Y ou
or “Your” also refer to Your current or former spouse(s), chlldren, heirs, estate, executors, successors, assrgns, representatives and

beneﬁmarles

‘Excluded Claim or Proceéding. Notwithstanding the foregoing, “Claim” does.not include any-dispute.or controversy about the
validity, enforceabrhty, coverage or scope of this atbitration provision or any part thereof (including, without limitation, the “Class
Action Waiver” set forth below and/or this sentence); all such disputes or controversies are for a court and not an arbitrator to decide.
However, any dispute or controversy that concerns the validity or enforceability of the Contractas a whole is for the arbiirator, nota -

stafe’s equivalent court, unless such action is transferred, removed or appealed to a different court.

Federal Arbitration Act. Notwithstanding any other provision in n this Contract; You and We agree that this Contract evidences a
transaction involving interstate commerce and that the Fedéral Arbitration Act (Title 9 of the United States Code) (“FAA”) shall

- govern its mterpretatron and eiifotcement and proceedings pursuant thereto. To the extent state law is applicable under the FAA the
law of the state of Your d.omrcrle (where You regularly reside on the Contract Date) shall apply .

Class Actlon Waiver. Notwrthstandmg any other provision of this Contract, if a Clarm is arbltrated neither You-nor We: Wlll
‘have the right: (a) to participate in a class action, private attorney general actlon or other representative action' in eourt oy in
_arbitration; either as a clags representative ot class member; or (b to join or consolidate Claims with claims of any other
Persons. No arbitrator shall have authorify to conduct any arbitration in violation of this provrsron (provided, howeyer, that
the Class Action Waiver does not apply to any lawsyit or admmrsjratwe proceedmg filed agalinst Us by a state or federal '
-government agency even when such agency rs seekmg rehef on behalf ofa class of borrowers mcludmg You. Thxs means that
nonseverable from thrs arbltratlon provxsron. 1 the Class Actlon Walver is limited, vorded or found unenforceable, then this
arbitration _provision (except for this sentenae) shall be'null and void with respect to such proceeding, subJect to the rightto
appeal the Limifation or mvalrdatmn of. the Class Atction

Arbrtratlou Procedures. If You or We seek to arbitraté a Olarm -thie Party seeking atbitration must votify the other Party in wntmg

1 ‘This notice can be given afer the beginning of a lawsuit and can be given in papets:filed-in the lawsuit, such as a miotion to compel

. arbifration. Otherwise, Yolir notice must be sent to Us af the address specified in Section.6 (A) (2) of this Contract and Ouf riotice
. must be sent to the most recent address for You in our files. Any aibitration hearing that You attend will take place in a veriue, of Your
domicile. If a Party files a lawsuit in' court asserting Claim(s) that are subject to arbltr"ation, and-the other Pérty. files a motion to
" compel arbitration with the couirt, which is granted, it will be the responsibility of the Patty prosecuting the. Claim(s) to select an
- arbitration administrator in accordance with the paragraph below and commence the arbitration proceeding in accordance with the

1. administrator’s rules and procediites.
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court, to decide. In addition, We will not requlre You to arbitrate any individual action brought by Your in small claims court or Your :
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. The arbitration will be administered by the American Arbitration Association (“AAA”), 1633 Broadway, 10™ Floor, New York, NY
10019, wwiv.adr.arg, 1-800-778~ 7879 or JANIS, 1920 Main Strest, Suite 300, Irvine, CA 92614, www, Jamsadr cond, 1-800-352-5267.
| The riries and forms of the AAA dnd JAMS may be.obtairied by writing to these- organtzatrOns atthe addresses listed-above. If the
' "‘.‘AAA and J AMS ate unable or unwrllmg to serve as admlmstrator, the Partles may agree upon another admxmstrator or 1fthci are .

f ?Contract or afy apphcablé rules of' the AAA or JAMS or other admrmstrator used ot the other han¢ the provrsions of thrs arbrtratron
: «provrsron shall Qontrol :

- ) ProGe or; stath ! 0f)

§ “under apphcable Taw. T determmmg ligbility or awardmg damages of ofhet relief, the atbitrator-will follow this Corrtract and the ‘
] applicable substantive-law;-consistent-with the FAA and this Contract; that. would apply. if the. matter had been. brought inccourt AL ]
Your written request; we will pay all filing, hearing and/or other fees charged by the administrator and arbitrator to You for Clarm(s)

_asserted by You in arbitration after You have, pard an amount equivalent to the: foe, if any; for filing such Claim(s) in state or. federal
court (whichever is less) in'the judicial district in which You reside. (If You have already paid a {iling fee for asserting the Claim(s) in
court, You will not be required to pay that amount again). - In addition, the administrator may have a procedure whefeby You can seek
a waiver of fees charged to You by the administrator and arbltrator We will always pay any fees or expenses that We are requrred to

S A adminisitator's rilos or that We are requi 0y dor this arbiiral Dioreed... | -
“have the authority to award attorneys’ and expert wrtness Teos and costs to the extent pemlﬂe& by This Contract “the administrator’s
rules or apphcable law. The arbitrator will always award Youreasonable attornieys’ and expert witness fees and costs (a) if and to the
extent You prévail on Clalms you assert against Us in an arbitration commenced by You and (b) to the extent requrred under
“applicable law for.this arbitration provisien to be enforced. The arbitrator shall write a brief explanation of the grounds for the

1. decision. ‘A judgmenton the award may be-éntered by any court havmg jurisdiction.

Yo

vSeverability and Survival..If any part of this arbitration provision, other than the Class Action Waiver, is deemed or found to be
unenforceable for any reason, the remainder shall be enforceable. To the extent permitted by applicable law, this arbitration provision
' shali survive the termination, cancellation or rescission of this Contract,

* Effect of ArbitratiOn Award. The arbitrator’s award shall be final and binding on alf Parties, except for any right of appeal provided
by the FAA. However, if the amount-of thé Claim exceeds $50,000 or involves a request for injunctive or declaratory relief that'could

| foreseeably involve a cost or benefit to either Party exoceding $50,000, any Party can; within 30 days after the eniry of the-award by
 the arbitrator, appeal the award to a three-arbitator panel adiministered by the adyitinistrator. The panel shall recorisider anew-any -
‘aspect of thie initial award re(fuested by.the appealmg Patty. The décision of the: panel shiall be by miajority vote. Reference in this

- arbitration provision to “the arbitratoi” shall mean the panel if an appeal of the. arbltratqr § degision has been taken. The costs of such
an appeal will be borne in accordance with the above paragraph trtled “Arbitration Procedures.” Any final decision of the appeal =
panel is subject 6 judicial review only as provided under the FAA

-4 Rightto ReJect Arbitration Provision. You may reject this at‘brtratlon provision by sendmg Us'written niotice of Your decision so

"} -that We receive it at the address listed below within forty-five (45)-days- ofithe Con‘cract Date, Such notice muist be sent by cerfified or

1 registered mail (réturn teceipt requested).or by FedEx of anothier major overnight delivery service with a deljvery trackmg systetn;
“must mclude a statement that You wish to reject the arbitration provrswn along with Your name, addréss, Account 1D, number and

,' Your s1gnature, and must be. dehvered to Us at the address specified i in Sectron 6 (A) @) of this Contract Thrs is the sole. and only

' ' wzth respect to whet ér You regected this arbrtratxon: «ovlsron in a timeiy.an per
] to ¥ou and Us unless you réject it by pvov:dmg proper and tinely notice as'stated lierein,

Page 8
Q7112012 © 2011 1.G. Wentworth Originations; LLC

JGW-CID-00009445

JG00002186



Account 1BD; 270111

N,

) herwis
Contract Date) will gov

i PXCept as: set forth i the arbltra,tlon prowswn in. SJect;on 9 of thIS Contract, if 2, court undoes any, part of thls Contract,

the rest of the Contract remams vahd

You cannot voluntarily or mvoluntarlly sell, aSSIgn or'transfer this Contract, or any of: Your rights ot duties under this
Contract. Any siich action taken by You in violation of this section shall be void and of no effect.

th

uired by.applicable Jaw, tho Jaw. of the:state of You domigile, (where Yon regular

ern this Contract and d1sputes under this 'Cmact shall be determined in ‘Your domicile State
(where You regularly reside on the Coniract Date). o :

This-Contract also holds responsible Your heirs, and executors. This Contract beneﬁts only You and Us, and no one else.
However, if properly asslgned by Us, thls Gontiact w1ll bind and: beneﬂt Our Successors and assigns. :

- Failure to ‘enforce any provision of this Contract is not a waiver of that‘provmlon

The Parties may slgn this Contract in one.or more counterparts. Each- countelpart w111 be considered an original. All
counterparts will foym oge Contract, A fagsimile; pdf or other electronic-copy: of the s1gned Contract of any counterpart
will'be con51dcred an original 4nd treated as such-in any court [or arbltratlon] proceedmg

. We have investigaied the proposed transfer of the Purchased Payments and in hght of information available to Us; have

1dent1ﬁed no violation of any: apphqable state or. federal law.
You will netreceive an IRS Form 1 0?9 from' Us,
. Titles and headiﬂ'gs in'this Contract-are for conve‘nierice only. Do'ndt'uso'the'm to interpret this Contréct-

Except as OtheI'WISe set forth in this Contract (1nclud1ng the arbltration prov1s1on in Sectlon 9 of thls ComIact), You and
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before me this day of

Sworn to and subscribed

s 20

'thai":y‘ '

011212

jereadviséd by Us ill writi
the PurchaSed Paymen. s 4

Us:

Account 1D; 27(_)1 Il

dentlegal
j erou, the

 SELLBER:.

SELLER’S SPOUSE (if applicable)

Spouse -

J.G. Wentworth Orighiations, LLC
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Account ID; 270111

February 11, 2014

The aggregate amount of the Purchased Payments is $480,700.00.

The dlscmmted present value of the aggrogate Purchased Payments at the federal interest
rate of 2.40% is $369,670.12. The discounteil preseiit value is the caleulation of the
current value ef the transferred stmctu' ‘ ;l;sett!ement payments (Purchased Payments)

Ti@g;: »grgsbsllamragmt paygme to seugr -(Y:'qn) xs: $230;09;O;Oﬂ;

No other expenses are incurred by You.

The net amount payable to the sellér (You) is $230,000.00. "/f’ |

based ugaon the dzscaunted Value usmg the apphcablel"federal rate

Based on the net ammmt that You wnll receive in payment from Us and the amounts and
timing of thie stiuctured settlement payments that' You are: sellmg to Us, this'is the
equivalent of interest payments to Us at a rate of 7,56%. per year. PLEASE NOTE THAT
THIS IS NOT A LOAN, BUT A SALE OF PAYMENT. RIGHTS AND THE INTEREST
FIGURE IS.ONLY PROVIDED AS AN ILLUSTRATION OF THE ECONOMIC
IMPACTOFTHESALE o ' R R o

Please be advised there are no penalties or liquidated damages payable by You in the
event of any breach of the transfer agreement (Purchase Contract) by You.

By sig mg below, You are confirming tecelpt of this Dlsclosure Statement at least 10 days
: ou first incurring an obhgatmn w1th respect to the transfer agreement
¢ Contract). . :

© 2011').G. Wentworth Qriginations, LLC
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CERTIFICATE OF SERVICE

I hereby certify that on the 1st day of October, 2015, pursuant to 12 C.F.R. § 1080.6(¢), |
caused the foregoing Petition to Set Aside or Modify the Civil Investigative Demand to be
served via email upon the Executive Secretary of the Bureau and the Assistant Director for the

Office of Enforcement,

Date: October 1, 2015
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