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INTRODUCTION AND CREDIT REPORTING OVERVIEW
Navigant Introduction

Navigant:

» Specialized, global professional services firm with focus on industries and clients facing
transformational change and significant regulatory or legal pressures

» Provide range of advisory, consulting, outsourcing, and technology / analytics solutions primarily
serving clients in financial services, healthcare, and energy sectors

» Headquartered in Chicago, IL with over 5,000 employees across North America, Europe, Middle
East, and Asia

» Financial Services presence in New York, Washington DC, Houston, Dallas, Charlotte, and San
Francisco

» Publicly traded since 1996 (NYSE: NCI)

Agenda:

» Introduction and Credit Reporting Overview
» Regulatory Environment

» Furnishing Overview

» Disputes Overview

» Compliance Approach

» Questions
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INTRODUCTION AND CREDIT REPORTING OVERVIEW
Navigant Speakers / Bios

JOHN DELPONTI
MANAGING DIRECTOR
john.delponti@navigant.com
704.347.7650

Mr. DelPonti is a Managing Director in the Consumer Finance practice and based in the Charlotte, NC office. He co-
leads the Mortgage Banking — Financial and Operational Risk Management Practice providing consulting services in
all aspects of consumer and mortgage banking related activities including risk assessments, strategy, and
reengineering related reviews.

Mr. DelPonti has extensive experience with over 25 years in mortgage, consumer and finance banking, distressed
workouts, capital markets operations, loan valuation and restructuring, portfolio asset management, financial due
diligence, post merger integration, lending best practices, mortgage servicing reviews, and risk management including
bank (OCC/OTS/FDIC/CFPB) regulatory and compliance management. He is currently leading bank work on FCRA
related reviews both from a regulatory (CFPB focus) and Metro 2® guideline perspective. He is a former partner at
PricewaterhouseCoopers, LLP where he managed business advisory and audit services focused on top 10 consumer
mortgage banks.

Prior to re-joining Navigant in August of 2010, Mr. DelPonti was founder and CEO of a distressed mortgage special
servicing and asset management company, where he grew annual revenues from zero to over $25 million in less than
3 years. He also was Chief Risk Officer for a $30 billion thrift bank.
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INTRODUCTION AND CREDIT REPORTING OVERVIEW
Navigant Speakers / Bios

BEJI VARGHESE
MANAGING DIRECTOR
beji.varghese@navigant.com
704.347.7639

Beji Varghese is a Managing Director within the Consumer Finance practice group of Navigant. Mr. Varghese
specializes in the area of governance, risk and compliance and has advised multiple companies in the design and
implementation of effective financial reporting internal controls.

Mr. Varghese has worked on multiple large bank and non-bank FCRA related projects from a regulatory (CFPB focus)
perspective. In addition, he has been intimately involved in helping mortgage servicers mitigate the current issues
affecting their foreclosure, bankruptcy and mortgage servicing processes. He recently moderated a panel of industry
experts at a regulatory conference discussing the impact of the current consent orders, the potential impact of the CFPB
and other related issues. He is the author of “Fixing a Flawed Process” discussing the complexities of implementing a
Single Point of Contact within the current mortgage servicing environment in the November 2011 issue of the Mortgage
Banking magazine —a premier mortgage banking publication.

Mr. Varghese has led credit reporting reviews, risk and compliance reviews, distressed workouts, consent order reviews
and lending best practice reviews for the top 20 US consumer finance companies. Mr. Varghese also has a strong
technology background having lead multiple data migration and warehousing projects for the top ten mortgage banks.

Prior to joining Navigant Mr. Varghese was the COO at a specialty servicer. In that role he was responsible for growing
the business ($600million in UPB to $ 3.5 billion in UPB) and for operations management and servicing system
performance improvements.
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Navigant Speakers / Bios

DAVID KING

DIRECTOR
david.king@navigant.com
713.646.5038

Mr. King is a Director in the Consumer Finance practice based out of the Houston office. He has extensive project
management and consulting experience across a wide variety of financial service functions. Mr. King has lead
engagements covering risk management, compliance, data extraction and analysis, systems integration, systems
development and document management. He is a Certified Fraud Examiner and has been a team leader and project
manager for compliance reviews, vendor audits and government inquiries for numerous companies across the world.

Mr. King has conducted numerous current state assessments and system changes relating to FCRA. The assessments
include reviews of policies and procedures pertaining to disputes, furnishing and usage, an evaluation of Metro 2® files
submitted by clients to the CRAs, and the testing of trade lines. He has also supervised the teams acting as the
Independent Consultant in Consent Orders issued by the CFPB related to FCRA. His systems experience includes
business requirements documentation, developing use cases and supervising user acceptance testing. He has assisted
a wide variety of clients in the auto, student and mortgage lending industries, some of whom are furnishing millions of
trade lines a month and investigating thousands of disputes.

Mr. King has been heavily involved in the development of various Navigant tools, including our online loan review tool
and suite of credit reporting modules. This has involved managing business analysts and software developers,
overseeing version releases, leading user acceptance testing, drafting business requirements documentation, designing
reporting, and soliciting feedback from end users for enhancements.
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INTRODUCTION AND CREDIT REPORTING OVERVIEW
Navigant Speakers / Bios

o\

MICHAEL CANALE
ASSOCIATE DIRECTOR
michael.canale@navigant.com
646.227.4836

Michael Canale is an Associate Director in the Consumer Finance practice based out of Navigant’'s New York office.
He has over twelve years of professional experience including project management focused on compliance,
operations, finance, accounting, and bankruptcy administration and liquidation.

Mr. Canale’s experience at Navigant includes service as an Independent Consultant for multiple consent orders
relating to FCRA. In addition, he has project managed several engagements evaluating the credit disputes process
including direct and indirect disputes, fraud, and default, ensuring the furnishers maintain effective policies and
procedures associated with CFPB rules and regulations. Currently, Mr. Canale led the FCRA review for a large
financial institution conducting an operational assessment, data analytics, and performing credit bureau account
testing

Prior to joining Navigant, Mr. Canale worked for Navigant Capital Advisors where he served on the leadership team of
a $300 Million liquidating Trust. During the company’s liquidation, Mr. Canale was responsible for project
management, the service release of 512,000 loans to transferee servicers, administration of approximately $12 Billion
in filed claims, assisting the CFO with cash management and reporting to the U.S. Trustee, valuation and liquidation of
company assets, and the management and sale of a portfolio of forfeiture properties on behalf of the U.S.
Government.

Mr. Canale has a Master’s of Business Administration from the University of Virginia’s Darden School of Business, a
Bachelor of Arts in Economics from Boston University, and is a Certified Insolvency Restructuring Advisor (CIRA).
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INTRODUCTION AND CREDIT REPORTING OVERVIEW
Key Terms
CRA « Collects consumer credit information on a monthly basis to create

a consumer credit report describing a consumer’s creditworthiness
» Four major CRAs: Experian, Equifax, Transunion, and Innovis

Credit Reporting Agency

« Institution which provides consumer credit information on a
monthly basis to CRAs

CRRG + Published annually by the CDIA and provides the industry standard
Credit Reporting Resource Guide on how to report in Metro 2® format

CDIA

+ Develops the annual CRRG

Consumer Data Industry Association Pl 5
FCRA « Enacted in 1971 to promote the accuracy, fairness, and privacy of

. ' . information in the files of consumer reporting agencies

Fair Credit Reporting Act « Guiding document for all credit reporting activities

CFPB

Consumer Financial Protection Bureau » Regulatory agency with power to enforce provisions of FCRA

» Character format used to furnish data

EH® 2 » Made up of segments: Base, J1, J2, and K1

« Industry wide disputes management system that houses indirect
e-OSCAR® disputes. Online Solution for Complete and Accurate Reporting -
developed by Equifax, Experian, Innovis and TransUnion
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INTRODUCTION AND CREDIT REPORTING OVERVIEW
Major Sections of the Law/Regulations

FCRA §611: Procedure for CRAs in Case of Disputed Accuracy

Reinvestigations of Disputed Information

« Required to conduct a reasonable reinvestigation to determine whether disputed information is
inaccurate

« Record the current status of the disputed information or delete the item from the file as appropriate

« Before the end of the 30-day period beginning on the date the CRA receives the consumer notice of
dispute

Statement of dispute

« If the reinvestigation does not resolve the dispute, the consumer may file a statement regarding the
nature of the dispute
* CRA may limit statement to 100 words or less

Notification of customer dispute in subsequent consumer reports

« Unless reasonable grounds to believe dispute is frivolous or irrelevant, the CRA shall clearly note
consumer dispute and provide summary statement in any subsequent report containing the disputed
information

Notification of deletion of disputed information

* CRA shall furnish, at the request of the consumer, notification that the item has been deleted

5
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INTRODUCTION AND CREDIT REPORTING OVERVIEW
Major Sections of the Law/Regulations

FCRA §623: Responsibilities of furnishers of information to CRAs

Duty to provide accurate information

* Do not furnish consumer information if reasonable cause to believe information is inaccurate
« Do not furnish information after notice and confirmation of errors

Duties upon Notice of Dispute

*Conduct an investigation with respect to the disputed information
*Review all relevant information provided by the CRA

*Report the results of the investigation to the CRA before the end of the 30-day period beginning on the
date the CRA receives the consumer notice of dispute (§611 (a)(1))

*Upon making any determination that a dispute is frivolous or irrelevant, the furnisher shall notify the
consumer of such determination not later than 5 business days after such determination ((§623 (f)(ii))

*Report those results to all other CRAs, if applicable

NAVIGANT




INTRODUCTION AND CREDIT REPORTING OVERVIEW
Major Sections of the Law/Regulations

FCRA §1022 Appendix E (a-m): Specific Components of Policies and Procedures

« Establishing and implementing a system for furnishing information about consumers to CRAs that
is appropriate to the nature, size, complexity, and scope of the furnisher's business operations

» Using standard data reporting formats and standard procedures for compiling and furnishing data,
where feasible, such as the electronic transmission of information about constimers to CRAs

» Maintaining records for a reasonable period of time, not less than any applicable recordkeeping
requirement, in order to substantiate the accuracy of any information about constimers it furnishes
that is subject to a direct dispute

« Establishing and implementing appropriate internal controls regarding the accuracy and integnty
ofinformation about consumers furnished to CRAs, such as by implementing standard procedures
and verifying random samples of information provided to CRAs

+ Training staff that participates in activities related to the furnishing of information about consumers
to CRASs to implement the policies and procedures

» Providing for appropriate and effective oversight of relevant service providers whose activities may
affect the accuracy or integrity of information about consumers furnished to CRAs to ensure
compliance with the policies and procedures

= Furnishing information about consumers to CRAs following mergers, portfolio acquisitions or
sales, or other acquisitions or transfers of accounts or other obligations in a manner that prevents
re-aging of information, duplicative reporting, or other problems that may similarly affect the
accuracy or integrity of the information furnished

NAVIGANT

INTRODUCTION AND CREDIT REPORTING OVERVIEW
Major Sections of the Law/Regulations

FCRA §1022 Appendix E (a-m): Specific Components of Policies and Procedures

« Deleting, updating, and correcting information in the furnisher's records, as appropriate, to avoid
furnishing inaccurate information

» Conducting reasonable investigations of disputes

(i)

= Designing technological and other means of communication with consumer reporting agencies to

) prevent duplicative reporting of accounts, erroneous association of information with the wrong
consumer(s}, and other occurrences that may compromise the accuracy or integrity of information
provided to consumer reporting agencies

» Providing consumer reporting agencies with sufficient identifying information in the furnisher's
possession about each consumer about whom information is furnished to enable the consurmer
reporting agency properly to identify the consumer

* Conducting a periodic evaluation of its own practices, consumer reporting agency practices of
which the furnisher is aware, investigations of disputed information, corrections of inaccurate
information, means of communication, and other factors that may affect the accuracy or integrity
of information furnished to consumer reporting agencies

» Complying with applicable requirements under the FCRA and its implementing regulations

NAVIGANT
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REGULATORY ENVIRONMENT
AG Settlements with CRAs

2015 - Major National Settlem

AGs and the CRA:

Key provisions of the settlement include:

» Higher Standards for Furnishers:
= The CRAs must maintain information about ‘problem’ data furnishers and provide a list of those furnishers to the states upon
request
= The CRAs and data furnishers must use a better, more detailed system to share data

> Limits to direct-to-consumer marketing:
= The CRAs cannot market credit monitoring services to a consumer during a dispute phone call until the dispute portion of the
call has ended
= The CRAs must tell consumers that purchasing a product is not a requirement for disputing information on their credit reports

> Added protections for consumers who dispute credit reporting information:
= The CRAs must implement an escalated process for handling complicated disputes such as identity theft, fraud, or mixed files.
= Each CRA must notify other agencies if it finds a mixed file (in which one consumer’s information is mixed with another’s)
= The CRA must send a consumer’s supporting documents to the data furnisher
= Consumers may obtain one additional free credit report in a 12-month period if they dispute information on their credit report
and a change is made as a result of the dispute

> Limits to certain information that can be added to a consumer’s credit report:

= The CRAs are generally prohibited from adding information about fines and tickets to credit reports

= The CRAs cannot place medical debt on a credit report until 180 days after the account is reported to the CRA, which gives
consumers time to work out issues with their insurance companies
The CRAs must require debt collectors to provide the original creditor’'s name and information about the debt before the debt
information can be added to a credit report

» Additional consumer education:
= The CRAs must tell consumers how they can further dispute the outcome of an investigation into a dispute, such as by filing a
complaint with other agencies
= Each CRA must provide a link to its online dispute website on the website www.annualcreditreport.com, and the CRA’s
dispute website must be free of ads and any marketing offers

NAVIGANT
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REGULATORY ENVIRONMENT

AG Settlements with CRAs

» Data Accuracy and Quality:

Reporting of collection data

Retire Metro 1 reporting format

Medical Debt Collections

Authorized User Accounts

lllegal Lenders

Minimum Identification Elements on Trade and
Collection Data

Accuracy of Public Record Data

» The Dispute Process:

2015 — NYAG Settlement with the CRAs

Key provisions of the settlement include:

» AnnualCreditReport.com:
= Enhancing AnnualCreditReport.com
= Promoting AnnualCreditReport.com

» Educational Campaign:
= Topics for Educational Content
= Framework of Campaign
= NYAG Involvement
= Campaign Costs

» Furnisher Monitoring:

= |nitiating a Dispute = Working Group

= Repeat Disputes = Composition of the Working Group

= Dispute Information Sharing Among CRAs = Frequency of Working Group Meetings

= Improving Notifications to Consumers on = Functions of the Working Group
Reinvestigation Results = Corrective Action Against Certain Furnishers

Additional Free Annual Credit Report to
Consumers Following Reinvestigation
Enhancing e-OSCAR Furnisher Certifications
and Terms of Use

Escalated Dispute Handling for Mixed Files,
Fraud, and Identity Theft

Review of Supporting Dispute Documentation
Submitted by Consumers

» Customer Complaints:
= Each CRA shall designate a department or group
within their respective companies to assist the
NYAG in addressing consumer complaints.

» Compliance:
= Each CRA shall provide the NYAG with semi-annual
affidavits of compliance

16 NAVIGANT

REGULATORY ENVIRONMENT
CFPB Consent Orders

C ent Orders with FCRA Implications

Wells Fargo — August 22, 2016
+ $3,600,000 civil penalty in addition to $410,000 refund of late fees for misappling borrower payments, misleading
borrowers, illegal late fees, and failing to correct inaccurate borrower information furnished to consumer reporting agencies

CarHop — December 17, 2015
« $6,465,000 civil penalty for impacting 84,000 accounts ($75+ per account), Independent Consultant required to do a
review of policies, procedures, practices and systems

Collecto Inc. EOS CCA — December 7, 2015
« $1,850,000 civil penalty for collecting on non-verified and disputed debt and providing inaccurate information to credit
reporting agencies, in addition to $743,000 refund to customers

Clarity Services, Inc. — December 3, 2015
+ $8,000,000 civil penalty for illegal credit reporting practices and improper dispute investigation procedures

General Information Services Inc/e-Backgroundchecks.com — October 29, 2015
« $10,500,000 to relieve harmed consumers by providing inaccurate credit information to potential employers, in addition to
a $2,500,000 civil penalty, Independent Consultant required to review furnishing policies, procedures and practices

Syndicated Office Systems — June 18, 2015
+ Over $5,000,000 to relieve harmed consumers (over 13,000) for mishandling credit reporting disputes, and failing to
correct credit reporting, in addition to a $500,000 civil penalty

DriveTime — November 19, 2014
« $8,000,000 civil penalty, Independent Consultant required to review furnishing policies, procedures and practices

First Investors — August 20, 2014
« $2,750,000 civil penalty, Independent Consultant required to review compliance with the Consent Order

i NAVIGANT




REGULATORY ENVIRONMENT
CFPB Consent Orders

Recent Remarks from the CFPB Director Richard Cordray (bold emphasis added)

May 24, 2016

Credit reports are the foundation of consumers’ financial lives. Consumers continue to express their frustration about
inaccurate information on their credit reports and difficulty in getting these errors fixed. We will continue to work to ensure
that credit report disputes are investigated, errors are fixed, and consumers are treated fairly.”

May 20, 2016

As the array of available financial products has expanded, so has the risk they carry for the average household. And the
effects of these choices are more lasting, given that credit reporting has now become ubiquitous in the consumer
marketplace.

The Consumer Bureau has handled nearly 900,000 complaints about a whole host of consumer financial products and
services, but the leading category of complaints at all levels of government has long been those involving debt collection
issues. Along with frequent complaints about credit reporting issues, it appears that today’s system of consumer
finance is not working very well for many Americans.

February 3, 2016

Today we are issuing a bulletin warning banks and credit unions that they must meet their legal obligation to have
appropriate systems in place with respect to accuracy when they report information, such as negative account
histories, to the consumer reporting companies. More effort and rigor are needed to make sure that the risks consumers
actually pose to potential financial providers can be evaluated correctly.

Of course, the specialty consumer reporting companies that track deposit accounts also merit our scrutiny as we work on
these issues. They have important legal obligations with respect to the accuracy of the information they sell, as specified in
the Fair Credit Reporting Act. Ensuring that they are adopting and implementing reasonable procedures to assure
maximum possible accuracy of the credit reporting information they provide, as the law requires, is an important
area for regulatory oversight.

18 NAVIGANT

REGULATORY ENVIRONMENT
FTC Activity

FTC Posi on the Use of Big Data Analytics

Big Data Report in January 2016: Big Data: A Tool for Inclusion or Exclusion?

Understanding the Issues
» Addressed the use of big data analytics to target and make decisions about customers, and how FTC considers
whether a company is subject to the FCRA

FTC’s Positions: FCRA is not limited to traditional consumer reporting agencies, credit bureaus, and lenders subject to
the statute

» Applies to “data brokers,” particularly if those companies “advertise their services for eligibility purposes”
= Yet the statute does not specifically mention advertisement of services as a factor in determining whether the
FCRA applies

» Whether a company uses “traditional” credit scoring models or “non-traditional” consumer characteristics like zip code,
social media usage, or shopping history, the FTC uses the same methods and standards

» Conducts a “fact-specific analysis” to determine whether any given practice is subject to or violates the FCRA

o NAVIGANT
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REGULATORY ENVIRONMENT
FTC Activity

Recent FTC Consent Decrees

» Instant Checkmate
= Allegations that company “advertised potential uses of its consumer data for employment and tenant screening
purposes,” and “used a Google AdWords campaign to display ads for its services that would appear in search
results when consumers sought background checks on ‘nannies,’ ‘babysitters,” ‘maids,” and ‘housekeepers.”

= $550,000 civil penalty

> Spokeo
= Allegations that Spokeo assembled personal information from “online and offline data sources, including social
networks, and merged that data to create detailed personal profiles,” and “marketed these profiles for use by
human resources”
= Allegations that the company “marketed consumer profiles specifically for employment purposes” without
complying with FCRA
= $800,000 civil penalty

NAVIGANT

REGULATORY ENVIRONMENT
Penalties for Non-Compliance

The penalties and consequences of non compliance can be severe.

Private Action

No private right of action for accuracy, but;

Private right of action for failure to conduct a reasonable investigation of an indirect dispute:
= Actual Damages, costs and attorney’s fees
= Civil Penalties of $100 - $1,000

Federal Enforcement (CFPB)

Penalty Amounts (12 U.S. Code § 5565):
Regulatory agencies, including = Any violation (i.e. including
the CFPB, can bring unintentional ones) up to $5,000 per Mitigating factors include the
enforcemen_t actlgn under the day gravity of the violation, the losses
Consume'r quanC|a| Protection = Recklessly engages in a violation up to consumers, and the history of
Act for violations of a federal to $25,000 per day previous violations
consumer law (including Credit

Knowingly violates a Federal
consumer law up to $1,000,000 per
day

Reporting)

NAVIGANT
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FURNISHING OVERVIEW
Credit Reporting Life Cycle

Credit reporting is the accurate submission of servicing system data by data furnishers to Credit Reporting
Agencies in Metro 2® format as per the current Credit Reporting Resource Guide circulated by the CDIA.

Data CDIA
Furnishers

2015 Credit

Credit Report End
Users

Organizations and end

Servicing System

and Account
Information

(Periodic)
Cycle or Month end
credit reporting

Resource

Metro 2® Credit
Reporting Resource
Guide

Defines rules
and
2 requirements

for reporting

process initiated

Programming logic generates Metro 2®
file to send to CRAs

Consumer
Credit
Reports

CRAs

process
Metro 2® file
to create
reports for
consumers

3

users use credit
reports to determine
consumer ability to
repay

Credit Reporting
Agencies

EQUIFAX

CRAs process Metro
2® file to create credit
reports attached to
consumers

Experian

TransUnion
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FURNISHING OVERVIEW
Accuracy and Integrity

>

>

>

>

>

# Source: http://www.ecfr.gov/cgi-bin/text-idx?rgn=div5&node=16:1.0.1.6.77

The requirements of the FCRA and Fair and Accurate Credit Transactions Act (FACTA) of 2003 can be broken down to four main “Pillars”:
= Permissibility
= Usage
=  Fraud & Identity Theft

=  Furnishing

§660.2 “Furnishers,” are organizations that report information monthly on consumers to at least one Credit Reporting Agency for
inclusion in a credit reportt. Furnishers are bound by the rules outlined in the FCRA

In order to furnish with accuracy, Furnishers should use the industry standard furnishing formats, such as Metro 2®

§660.2 Accuracy: means that information that the Bank provides to the consumer reporting agency about an account or other relationship
with the consumer correctly:

o Reflects the terms of and liability for the account or other relationship;
o Reflects the consumer's performance and other conduct with respect to the account or other relationship; and

o Identifies the appropriate consumer

§660.2 Integrity: means that information that the Bank provides to a consumer reporting agency about an account or other relationship with
the consumer:

o Is substantiated by the furnisher's records at the time it is furnished;

o s furnished in a form and manner that is designed to minimize the likelihood that the information may be incorrectly reflected in a
consumer report; and

o

Includes the information in the Bank’s possession about the account or other relationship that the Bureau has:

o Determined that the absence of which would likely be materially misleading in evaluating a consumer's creditworthiness, credit
standing, credit capacity, character, general reputation, personal characteristics, or mode of living;

NAVIGANT

FURNISHING OVERVIEW
Metro 2® Format

>

>

Appendix E to 12 CFR Part 1022 “A through M” Specific Components of Policies and Procedures: (B) Using standard
data reporting formats and standard procedures for compiling and furnishing data, where feasible, such as the electronic
transmission of information about consumers to CRA’'s

= Most common industry standard furnishing format is Metro 2® accepted by Experian, Equifax, Transunion
and other CRAs

There are a number of important advantages to reporting in the Metro 2® Format, including:

= Accepted by many consumer reporting agencies (including the three major nationwide consumer reporting
agencies), the Metro 2® Format enables the reporting of consistent, complete, and timely credit information

= Meets all requirements of the Fair Credit Billing Act (FCBA), the Fair Credit Reporting Act (FCRA), the Equal
Credit Opportunity Act (ECOA), and all applicable state laws

= Allows credit information to be added and mapped to the consumer’s file with greater consistency

= Allows complete identification information to be reported for each consumer (including co-debtor, co-signer, etc.)
each month which improves the ability of the consumer reporting systems to match to the correct consumer

= Accommodates cycle reporting of data, which allows timelier updating of the credit file

= The Payment History Profile (up to 24 months) makes it possible for the credit grantor to supply automated
updates/corrections for the file rather than costly manual updates/corrections and reduces consumer disputes

NAVIGANT




FURNISHING OVERVIEW
Common Pitfalls and Mistakes

Not reporting charge off amount for charged off accounts
Not reporting a DOFD for accounts with a delinquent / derogatory status
llogical Populating Payment Rating for account statuses that are supposed to be blank filled
Conditions Invalid Portfolio and Account Type combinations
Paid in full loans with DOFD
Not changing Scheduled Monthly Payment to zero once account charged off

erest/finance charges in Original Loan Amount
Not including fees and/or interest due in current Balance

Rounding rather than truncating values

Using end of month for Date Closed

Counting delinquency immediately rather than 30 days after the bill due date
Using billing date for Date of Account Information

Using charge off date as DOFD

Only reporting last payment amount not summing all payments in reporting period
Payment History Profile not being updated e.g. for retroactive deferrals

Calculation
Errors

Placing businesses in base segment

Data Placeholders (999999999, 1234, etc.) for social security numbers
Quality Furnishing accounts with insufficient information after a transfer, e.g. unknown DOFD
Including amounts not 30 days past due in Amount Past Due field

Zeroing out Current Balance
Not reporting Dates of Last Payment

Incorrect Consumer Information Indicators

Incorrect Payment History Profile (e.g. D between petition date and resolution)

Bankruptcy

Reporting a DOFD for post petition bankruptcy debt
Continuing to report closed accounts

Continuing to report deceased borrowers

Using deletions too frequently/inappropriately

Failure to distinguish between voluntary/involuntary surrender
‘Re-Pollution’ of accounts corrected via €OSCAR after dispute
Use of Al Special Comment Code potentially impacting SCRA
Not using code for foreign addresses (may not create trade lines)

26 NAVIGANT

FURNISHING OVERVIEW
Furnishing Examples

Example 1: Incorrect cy Calculai

nq

» The Amount Past Due on the Metro 2® transmission should reflect amounts past due by 30 days or more. Many
business processes will reflect total amount past due

Amount Due on Bill Bill Due Date Date of Account Amount Past Due on
(not reported) (not reported) Information Metro 2® transmission

$100 02/15/2015 02/28/2015 $100
(incorrect)

= As of 2/28/15 (month end), the correct values would be:

Account Status Days Past Due Date of First Amount Past Due

(not reported) Delinquency

11 (Current) 13 DPD (blank) $0

> Similarly in concept, the “Date of First Delinquency” (DOFD) field, critical for compliance with FCRA provisions,
calculates the first date of delinquency as when the customer first becomes 30 Days Past Due (DPD)
= For example, if the customer above does not make payments in March, then DOFD would eventually be
captured as (2/15/15 + 30): 3/17/15

27 NAVIGANT
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FURNISHING OVERVIEW
Furnishing Examples

Example 2: lllogical Values with Account Status

Reported . _ lllogical N
Account e — Sample Field Field Descrlp_tlon Value Logical Value
Example (Metro 2® Guide) (correct)
Status (wrong)
1 | Current " Amount Past total amount of payments Greater $0
Account (Current) Due that are 30 days or more than $0
past due
2 | Current 1 Date of First The date of the first Value (blank)
Account (Current) Delinquency delinquency that led to the reported
status being reported
3 | 60-89 Days 78 Amount Past total amount of payments $0 Greater than $0
Delinquent (60-89 DPD) Due that are 30 days or more
past due
4 | 60-89 Days 78 Date of First The date of the first (blank) Date where account
Delinquent (60-89 DPD) Delinquency delinquency that led to the was first 30 DPD
status being reported leading to current
Account Status
5 | Charged Off 97 Original Charge | Report the original amount $0 Greater than $0
(Charged Off Amount charged to loss, regardless
Off) of the declining balance
6 | Closed, 64 Original Charge | Report the original amount $0 Greater than $0
Charged Off (Closed, was Off Amount charged to loss, regardless
Charged Off) of the declining balance
28 NAVIGANT

FURNISHING OVERVIEW
Furnishing Examples

Example 3: Bankruptcy

» Consumer Information Indicator (Cll) Reflects the bankruptcy status of a consumer. This status needs to be
provided at the consumer level, not the account level which is a common mistake due to system limitations. E.g. if
one borrower files a Ch. 7 bankruptcy and the co-borrower does not the reporting would be:

Cll — Base Segment CIl — J1 or J2 Segment

(borrower 1) (borrower 2)

A Blank filled

» Other common bankruptcy issues include:

= General issues with freezing Account Status and DOFD for accounts as of date of petition
Chapter 13 filers and non-filers > adding and removing non-filers to trade lines correctly
Incorrect Payment History Profile (e.g. D between petition date and resolution)
Application of payments received from trustees

How to report co-borrowers who did not file for bankruptcy protection when one borrower is discharged but a
deficiency balance remains

Accurately transferring bankruptcy information (e.g. from PACER or BANKO) into Metro 2® format
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FURNISHING OVERVIEW

Quality Control

| During furnishing, issues often manifest in the following four areas:

Data Quality

= Data consistency from input
to output i.e., inappropriate
values in fields, placement
of fields in correct record
layout

= Inaccurate demographic
information such as,
Dummy SSN, Inaccurate
DOB, Zip Codes, etc...

Lack of information in
general, sparse data inputs
into the Metro 2®
processing

Garbage In Garbage Out

Incorrect information in one
field can have cascading
effect on other fields

Me

2® Interpreta

= Incorrect or inadequate
Metro 2®/ Business
Requirements
Documentation

Misunderstanding of
Business Definitions e.g.
Interest Due, Date Opened,
Date Closed, Deferred
Payment Start Date

Delinquency for Metro 2®
purposes may be calculated
differently than for day to
day business and collection
activity

Even the Credit Reporting
Resource Guide can
provide conflicting
information or items that
may conflict with items of
law

= Incorrect calculation of
fields, e.g. ensuring that
fees and interest are
appropriately reflected in
current balance but do not
include future charges

= Failure to develop and
document appropriate
hierarchies, e.g. for Account
Status where an account is
delinquent and charged off
and repossession has taken
place or for Special
Comment Codes

= Timing issues such as when
the transmission is
generated and how
reversed payments are
addressed

Programming Error Poor Documentation

Lack of formalized
IT/Technical
documentation for Metro
2® file generation

Procedures are outdated
and reference older
versions of Metro 2®
guidance using incorrect
codes

Process maps are do not
adequately reflect what is
taking place and are
lacking risk and control
points.

Failure to document key
concepts such as the
organization’s definition
of a reasonable
investigation or frivolous
dispute

NAVIGANT

FURNISHING OVERVIEW

FCRA / Metro 2® Compliance Maturity

Many Industry participants do not yet have well developed infrastructure and expertise to cope with the
current regulatory environment. Most are aware of the need to change.

Number of Firms

Least Mature

Lack of data governance
checks or tools

No independent validation

to end processes
Widespread inconsistencies in
Metro 2® Transmission

Majority

validation

Limited documentation on end

Mature

Limited assessment of any
missing fields or invalid values
Limited independent

.

Number of firms
at Maturity Level

Most Mature

Complete checks on
population with monthly
reporting tools and
dashboards

Full independent validation

Documentation for some

aspects of key processes
Some inconsistencies in

Full documentation on end to

end processes

Minimal inconsistencies in

Metro 2® Transmission

Metro 2® Transmission

Maturity of Practices

NAVIGANT
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SECTION IV
DISPUTES
OVERVIEW
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DISPUTES OVERVIEW
Direct and Indirect Disputes

» Consumers may dispute furnished information in two ways:

= Indirect: a dispute submitted to a CRA (e-OSCAR)

= Direct: a dispute submitted directly to furnisher (Mail, Phone, Fax, E-mail)
» Upon receipt of an indirect or direct dispute, the furnisher must:

= Conduct a reasonable investigation of the dispute and review all relevant information provided by the CRA about the
dispute

= Report findings to the CRA

= Provide corrected information to every CRA that received the information if the investigation shows the information is
incomplete or inaccurate

= Modify the information, delete it, or permanently block its reporting if the information turns out to be inaccurate or
incomplete or can't be verified. FCRA 623(b)(1)

» Furnishers must complete these steps to resolve the dispute within 30 days of the CRA receiving the dispute from the
consumer

Source: https://www.ftc.gov/system/files/documents/plain-language/bus33-consumer-reports-what-information-furnishers-need-know_0.pdf, pg. 7-8
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DISPUTES OVERVIEW
Reasonable Investigation

» Upon receipt of an indirect or direct dispute, the furnisher must conduct a reasonable investigation
= The FCRA does not define what it means to conduct a reasonable investigation
= Case law demonstrates that whether an investigation is “reasonable” will depend upon the facts of a particular case

= Some courts have employed a balancing test, which weighs the potential harm from inaccuracy against the burden
of safeguarding against such inaccuracy

= Whether or not an investigation is reasonable depends on what information was provided to the furnisher. For
example:

o

< Vague, limited or “scant” information: Courts have typically found it was sufficient for the furnisher to review its
own internal records and confirm that the reported information was consistent with the information contained
in its records

< More specific information: Some types of disputes may require the furnisher to consider information that is
outside of its systems and records

o

< Consumer Alleges Fraud or “Not Mine”: Where the dispute is related to fraud, or where the consumer claims
that he or she is not a co-obligor on the debt, courts have sometimes required the furnisher to conduct an
investigation by obtaining and considering information that is not included in its system or part of its own
records

= Regardless of the content of the notice of the dispute, the furnisher must provide sufficient time to allow for a
reasonable investigation to take place

NAVIGANT

DISPUTES OVERVIEW
Frivolous Disputes

> Direct Disputes
= The furnisher is not required to investigate if the furnisher reasonably determines the dispute is “frivolous” or
“irrelevant,” based on the following:
(1) the consumer did not provide sufficient information to investigate the dispute, or
(2) the dispute is substantially the same as one previously submitted either directly or through the CRA (but if any
new information is submitted, it is not “substantially the same”)

= Once the furnisher has made a determination that the dispute is frivolous or irrelevant, the furnisher must:
< Notify the consumer of that determination within five business days after making the determination
< The notice must include the reason for the exception or determination that the dispute is frivolous or irrelevant
and must identify any information required to investigate the disputed information

o

« The notice may consist of a standardized form describing the general nature of such information

» Indirect Disputes
= Unlike Direct Disputes, the FCRA does not include any exceptions to the investigation requirement for indirect
disputes
= Afurnisher must investigate every dispute it receives from a CRA

o NAVIGANT
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DISPUTES OVERVIEW
Indirect Disputes — e-OSCAR

» e-OSCAR

= Web-based, Metro 2® compliant, automated system that enables Furnishers and CRAs to create and respond to
consumer credit history disputes

= Provides for Furnishers to send "out-of-cycle" credit history updates to CRAs

= May not be used to add or create a record on a consumer's file or as substitute for "in-cycle" reporting to the CRAs

= Primarily supports Automated Credit Dispute Verification (ACDV) and Automated Universal Dataform (AUD)
processing as well as a number of related processes that handle registration, subscriber code management and
reporting

» Automated Credit Dispute Verification (ACDV)
= ACDVs initiated by a CRA on behalf of a consumer are routed to the appropriate Furnisher based on the CRA and
subscriber code affiliations indicated by the Furnisher
= ACDV is returned to the initiating CRA with updated information (if any) relating to the consumer's credit history
= [If an account is modified or deleted, carbon copies are sent to each CRA with whom the Furnisher has a reporting
relationship

» Automated Universal Dataform (AUD)
= AUDs are initiated by the Furnisher to process out-of-cycle credit history updates
= The system is used to create the AUD and route it to the appropriate CRAs based on subscriber codes specified by
the Furnisher in the AUD record
= Intended to provide the CRA with a correction to a consumer's file that must be handled outside of the regular
activity reporting cycle process

NAVIGANT
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COMPLIANCE APPROACH
Action Steps to Improve Compliance

Analyze and Servicing System to
determine Metro 2® File
Furnishing and Review, Metro 2®
File to CRA Soft Pull

Disputes Issue Input
Channels Credit Reports

> Review CRA > Analyze system
Reject Reports. of record
and Warnings translation and
reports to identify generated Metro
high frequency 2® files to identify
error types issues and
discrepancies

\4

Perform customer
complaint and
dispute trend

v

Compare and
analyze Metro 2®

analysis and files provided to
management CRAs and
reporting resulting output

for sampled

issues or trends

Py

Risk Rank and

Prioritize Identified
Furnishing and
Disputes Issues

> Determine
appropriate
approach and
methodology for
ranking issues

based on severity,
impact, and scope

v

Determine
necessity of
remediation (look
back correction)
for identified
issues

3

Remediate Issues

and Implement
Corrective Action

> Develop and

complete action
plan for
remediation of
issues based on
risk ranking

v

Perform quality
check on
remediation efforts
to determine
effectiveness of
actions taken
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COMPLIANCE APPROACH
Action Steps to Improve Compliance

Establish Ongoing
Management

Reporting
dashboards

» Develop and
establish a credit
reporting
monitoring
dashboard for the
organization to
identify key issues
on an ongoing
basis

Setup repeatable
investigation and
remediation
processes to
enhance overall

v

> > >

Establish Credit Reporting Oversight

\4

v

v

Framework Going Forward

Establish QA processes and
controls for Metro 2® file generation
(independent lines of defense and
monitoring, center of excellence for
process and controls, etc.)

Conduct training to ensure accurate
information is furnished

Establish change management
process for activities or systems.
impacting credit reporting —
including ‘upstream’ business
processes

Formal oversight committees for
credlt reporting to meet on periodic

Update Policies and

>

\4

v

Procedures

Ensure that
practices and
processes are
accurately
documented in
policies and
procedure
documentation
“Get credit” for
activities being
performed by staff
Formalize control
processes and
documentation

NAVIGANT
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COMPLIANCE APPROACH
Executive Reporting Dashboard

» Metrics can be monitored to:

= Ensure compliance with FCRA timelines and the accuracy and integrity of furnishing data

= |dentify potential risks in the overall credit reporting process

Management can moni

> Design an Executive Reporting Dashboard to facilitate
FCRA monitoring of key disputes and furnishings metrics
across various product lines.

> Establish tolerance thresholds for each risk indicator
based on industry standards, regulations and data
analysis

» Perform continuous surveillance of business activities

through data collection and analysis

NAVIGANT

COMPLIANCE APPROACH
Executive Reporting Dashboard - Sample

Direct and Indirect Disputes Metrics

E—
Tetal # of Disputes Y
¥. of Furnishing ed

Indirect Disputes

Overview Metrics

Furnishing TN 2063 WATI AN meAdy

ot Lesa than 0% growth dotosmine sensonfor chonge in monthlpturnishing vohume
Disputes 448 54 177 1665 n 1539 -
o R e [P P——

Disputes pes FTE

Avg. Dispute Review Time (Min)
Dispute Type

Disputes preser: revious Acgount Starus, y . ) o
o s il s v e wew e maww aee |

. review dizpunes
e, 12

Chuims inaceurate information. D o
cpichc depus. Provds zonplete Dandverty 2235V 3. 233 2B 2%
ccount nforastion.

o
ot O [T

Mot histhars Premide conphats 10, BawL  wsSA s mawi waw mun

Canrumar natinblafor sscoumn (i, axepsuse,

A8 ORher Dispas Types. M BAWL MEDL RS BT TR
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COMPLIANCE APPROACH
Executive Reporting Dashboard - Sample (continued)

Direct and Indirect Disputes Metrics

Toral # of Furnichinge

Total # of Indicect Disputes 1539
Toral § of Direct Disputes 7o
Total 8 of Disputes 223
% of Furnishing [

Dispute Disposition %

Modtied Account
‘obsaree and Condim invatiguiion procese.
[-SIY— ozen 1 esen o2 aoe pren [ ——
[m—— oon ow | oom.  oomn Lo ana
Panding 239 sse essn e aswn asen

Mo netion nesded

Less than 875 Dispts 3.
20-300m own | ewn | own | cawn | eaw | oar [l it o cton needed
» 2 e o - . . o it got oschvodin
2008 s eame eapn oawi  oam ows . e o
e —————

P— o e e e g

soommons o oo o e [ v [ cteesnengyes

e
P — swn e amn swn e aew - , -
e

e v connmeomnion | it o wwn | ww |

et pccsmivtomat s7wi e osn won e vwe [

"'ﬂ"““‘"ﬂ"mem‘ EE £ 13a2 307 0.38% Lry
L_decewt béoravion
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COMPLIANCE APPROACH
Executive Reporting Dashboard - Sample Metrics

% of Disputes: Monitor dispute volume variances as a

v
v

% Account Suppressed: Monitor and analyze account
percentage of furnishings suppression trends and surges

> # of Disputes per FTE: Monitor operational strain on the > # of accounts neither suppressed nor furnished: Diagnose
dispute resolution process and remediate accounts neither suppressed nor furnished
> Average time per dispute: Identify team performance related > % of Warnings per furnished accounts: Identify and resolve
issues or enhanced dispute complexity potential systemic errors lowering furnishing process
> % Disputes pending for over “x” days: Monitor disputes performance
ageing for potential response timeline risk » % of Rejects per furnished accounts: Trend analysis of
» % Modified account disputes: Trend analysis to identify rejects and remediation of systemic errors
potential systemic inaccuracies » # of accounts QA'd: Monitor performance of QA and quality of
» % Disputes QA’d: Monitor performance of QA and quality of furnishing process
underlying disputes » % of QA'd accounts with findings: Monitor and identify issues
> Sy Change Req Pending: Monitors any requests with furnishing process
for enhancements to existing systems (e.g. adding additional » % of accounts with key Metro 2® field issues: Diagnose
fields to CET tool) and remediate issues with Metro 2® translation
» R 'y Pronour Tracks additional regulatory

guidance received that requires updates to the Credit Reporting

process

NAVIGANT
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SECTION VI
QUESTIONS
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Notes
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