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December 7, 2015

The Honorable Maxine Waters
Ranking Member

Committee on Financial Services
U.S. House of Representatives

2129 Rayburn House Office Building
Washington, DC 20515

Dear Ranking Member Waters:

Thank you for the opportunity to respond to the report by the Democratic staft of the House
Financial Services Committee entitled “The Dodd-Frank Act Five Years Later: Diversity in the
Financial Services Agencies.” The Consumer Financial Protection Bureau strives to be a leader in
workforce diversity and inclusion efforts, and we appreciate the valuable guidance your report
provides.

Since its inception, the Bureau has recognized that building and maintaining a diverse and
inclusive workplace is critical to achieving our mission. Diverse perspectives enhance the
Bureau’s capacity to understand the challenges facing American consumers, including practices
that disproportionately affect or disadvantage people of color and women, and to identify and
implement solutions. As the Bureau’s Business Case for Diversity and Inclusion states, “a diverse
and inclusive workforce is essential to building an agency that can do its very best work.”

Over the past several years, the Bureau has taken many steps to develop a diverse and inclusive
workplace. The Bureau began offering No FEAR Act and Diversity and Inclusion Awareness
training to all employees in 2013 and has since made both diversity and inclusion and Equal
Employment Opportunity (EEO) training mandatory for all employees (including mandatory two-
day modules for supervisors). The Bureau has also incorporated diversity and inclusion into its
strategic planning processes, primarily by developing division-specific diversity and inclusion
strategic goals and monitoring progress against them at quarterly meetings with senior leadership.
Senior leaders have also demonstrated their commitment to these issues by attending diversity and
inclusion events and trainings; and by participating in the Bureau’s Executive Advisory
Committee, a cross-divisional advisory council formed to strengthen, integrate and advocate for
diversity and inclusion within the Bureau's operations. We have also launched a Bureau-wide
initiative to strengthen organizational culture by establishing and modeling norms that reinforce
our diversity and inclusion goals, and senior leaders have played a key role in both developing and
modeling these standards.

The Bureau also understands that maintaining a diverse and inclusive culture requires constant
attention and effort, and we have pursued opportunities to improve and expand our work in this
area. As the staff report notes, we quickly and thoroughly addressed evidence of disparities in
performance ratings under the Bureau’s previous performance management system. To do so, we
terminated the prior system, implemented an interim system, formed a joint management-union
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working group to develop a permanent system, and commissioned a third-party firm to investigate
the root causes of the observed disparities. That firm found no evidence of intentional
discrimination and noted that the Bureau’s efforts to respond to the issues raised have “not only
been reasonable and sufficient, but demonstrate a sensitivity and level of concern that is much
greater than other organizations.”

More broadly, we have solicited employee feedback through listening sessions and annual surveys
and have convened working groups to develop concrete actions to address concerns our employees
have raised. The 2015 Annual Employee Survey results suggest that our diversity and inclusion
initiatives have had positive impacts on our employees and our organizational culture. For
example, 77% of employees responding to the survey agreed or strongly agreed that differences
among individuals are respected and valued, and 73% agreed or strongly agreed that Bureau
policies and programs promote diversity in the workplace.! We look forward to building on these
positive trends and welcome the staff report’s thoughtful recommendations. Our responses to these
specific recommendations follow.

Recommendation # 1

Agencies should fully comply with the letter and spirit of all current laws, regulations, and policies
that address racial, ethnic or gender-based discrimination and promote diversity and equal
opportunities for minorities and women.

The Bureau takes seriously its mandate to comply fully with both the letter and the spirit of laws,
regulations, and policies that address discrimination and promote diversity and equal opportunities
for minorities and women. The Bureau fulfills this commitment by, among other actions, timely
filing MD-715 and No FEAR Act reports, meeting EEO counseling and complaint investigation
deadlines, and requiring all employees to complete diversity and inclusion, EEO, and No FEAR
Act training. The Office of Inspector General (OIG) concluded the Bureau’s “processes give
employees the opportunity to have their complaints heard, investigated, and redressed in a fair and
equitable manner.”

The Bureau has taken key steps the staff report suggests to fulfill this recommendation. First, as
the staff report notes, the Bureau’s Office of Minority and Women Inclusion (OMWI) is a
component of the Office of the Director, and the OMWI Director reports to the Bureau Director.
We share the staff report’s conclusion that this structure reflects a “best practice™ that ensures the
OMWI Director has the level of awareness and influence Section 342 of the Dodd-Frank Wall
Street Reform and Consumer Protection Act intended. The Bureau has further emphasized its
commitment to fostering a diverse, inclusive, fair, and equitable agency by elevating the Office of
Civil Rights, which is responsible for the Bureau’s EEO program, to the Office of the Director, and
placed both the Office of Civil Rights and OMWI within an umbrella Office of Equal Opportunity
and Fairness led by the OMWI Director. Second, the Bureau has developed quantitative and

'Consumer Financial Protection Bureau, 2015 Annual Employee Survey, Items 66 and 68.

? OFFICE OF THE INSPECTOR GENERAL FOR THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM AND THE
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qualitative tools, such as an inventory of diversity metrics and survey working groups, to help
OMWI and the Bureau monitor progress and evaluate the effectiveness of diversity and inclusion
initiatives, and has procured software products that will streamline complaint tracking and
reporting. Third, the Bureau has developed and published Standards for Equal Opportunity and
Diversity at CFPB, which took effect on October 1, 201 5,3 and a Diversity and Inclusion Strategic
Plan for 2015-2020."

Recommendation #2

Agencies should investigate and determine whether discrimination is the root cause of the: (1)
underrepresentation of minorities and women at the senior-management level at the Agencies; and
(2) statistically significant differences in PMRs for minority and women employees. Pending this
investigation, consider strategies for addressing potential root causes, such as unconscious bias by
those who are responsible for making those decisions.

The Bureau agrees that assessing the root causes of any workforce underrepresentation, including
current senior management demographics, or disparities in the distribution of performance ratings
is critical to ensuring that opportunities are available to all employees and that the Bureau at all
levels reflects the consumers it serves. The Bureau has taken, and will continue to take, action to
examine discrimination as a potential root cause and to reduce the potential for unconscious biases
to influence decisions.

As a part of its required annual EEO program status report (MD-715 report) submitted to the Equal
Employment Opportunity Commission, the Bureau conducts a self-assessment and engages in a
“barrier analysis™ which looks at possible factors that impact equal employment opportunity. The
Bureau’s Office of Civil Rights and OMWI are working collaboratively to evaluate workforce
trends to address both equal employment opportunity and diversity and inclusion. One part of this
work involves examining whether discrimination is a root cause of underrepresentation in senior
management positions. A second part of this work involves promoting proactive dialogue about
the benefits of diversity and inclusion in the workplace. In addition, the Office of Civil Rights
monitors complaints for possible trends in senior management positions, including whether
discrimination is alleged and whether any finding has been made.

With respect to performance ratings, the Bureau engaged an independent expert to conduct a
comprehensive review examining potential root causes of disparate outcomes observed under the
previous performance management system. That review, which concluded in June 2015, found no
evidence of intentional discrimination on the part of Bureau managers. The report also highlighted
twelve potential root causes, including the complexity of the system, opportunities for improved
training and communications, and potential inconsistencies in expectations across work units. No
similar differences in ratings have emerged under the Bureau’s interim two-tier ratings system.

* These standards are available on the Bureau website: http://files.consumerfinance.gov/f201511 cfpb eeo-and-di-
standards-Design.pdf

* This plan is available on the Bureau website: http://files.consumerfinance.gov/f/201510 cfpb_diversity-and-
inclusion-strategic-plan-2016-2020.pdf
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The Bureau also strongly concurs with the staff report’s recommendation that agencies consider
strategies for addressing root causes of disparate outcomes, both with respect to senior leadership
and performance ratings and across Bureau operations. The Bureau’s working group with the
National Treasury Employee Union has done extensive work to develop a proposal for a permanent
performance management system that minimizes or eliminates the challenges identified in the
original system. The Bureau is also raising employee awareness of unconscious bias and the ways
it can inadvertently limit opportunities for some individuals or groups. The Bureau has offered
managers training on civil rights compliance issues related to assigning ratings and the impact
unconscious biases can have in performance review processes. The Bureau requires managers to
attend a two-day diversity and inclusion workshop and a separate two-day EEO workshop. We
also encourage the use of tools, such as structured interviews and outreach to minority-serving
professional organizations, to promote fair and consistent extension of opportunities.

Recommendation #3:

Agencies should, while investigating their PMR systems, consider modification of, or alternatives
to, the current PMR systems.

The Bureau agrees that agencies should be open to modifying or replacing performance
management systems to address potential concerns about their fairness or effectiveness. After
issues with the prior five-tier system were identified, the Bureau discontinued its use and replaced
it with an interim 2-tier system. We also retroactively adjusted the performance ratings for all
employees who received “three” or “four” ratings so that they instead received “five” ratings.
Additionally, in the fall of 2014, these employees received remediation payments to align their
compensation with the higher rating. We greatly appreciate the staff report’s acknowledgement
that the Bureau’s efforts to evaluate and modify the performance management system reflect a
“best practice.”

In addition to discontinuing the previous system, the Bureau and NTEU have engaged in a robust
process (spanning 24 meetings to date) to develop a new system. In the meantime, the Bureau has
enhanced its management performance standards by adopting additional diversity and inclusion
requirements, streamlining processes, and making training on the performance management
process mandatory for all employees.

Recommendation #4:

Agencies should ensure accountability of managers, at all levels, by evaluating them on their
progress toward achieving the Agencies’ diversity objectives and their ability to manage a diverse
group of employees.

The Bureau agrees that it must hold managers accountable for achieving the Bureau’s diversity
objectives and for effectively managing a diverse group of employees. For 2016, the Bureau has
enhanced its management performance standards by adding the following requirements: (1)
adherence to guidance from the Bureau’s Office of Equal Opportunity and Fairness regarding the
use of open, fair, and equitable processes for employee recruitment, hiring, development, and
advancement; and (2) full cooperation with complaint research and resolution processes. As noted,
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the Bureau also provides managers with extensive training to build the knowledge and skills these
performance standards require.

The Bureau also stresses accountability at the division level. Each Bureau division has developed
specific diversity and inclusion goals and objectives. Senior leadership, including the OMWI
director, assesses progress against these goals as part of quarterly performance reviews with
division leadership. The Bureau has also developed demographic reports to help track change and
identify opportunities for improvement.

Recommendation #5:

Agencies should enhance the interactions between the Olffice of Minority and Women Inclusion
(“OMWI”) Directors and the Agencies’ heads, by ensuring that the OMWI Directors report
directly to the Agencies " heads and increasing the meetings between them. This dialogue will
enable the OMWI Directors to influence policymaking decisions at the Agencies and ensure the
Agencies’ heads are closely monitoring the effectiveness of diversity practices and policies and are
prepared to testify about these efforts and outcomes when appearing before Congress.

The Bureau agrees that the OMWI must have direct and frequent communication with the Bureau
Director and other senior leaders, and the Bureau has structured its operations to satisfy this goal.
From the time the OMWI office opened in 2012, the OMWI Director had dual reporting
responsibilities to both the Chief Operating Officer and the Bureau Director. In 2014, the Bureau
moved both the OMWI and the Office of Civil Rights into the Office of the Director, ultimately
housing the offices within an umbrella Office of Equal Opportunity and Fairness. Under this
structure, the OMWI Director reports to the Bureau Director.

The OMWI Director actively advises other senior leaders on diversity and inclusion issues and is
integral in developing, implementing, and monitoring the Bureau’s strategic efforts on these issues.
The Bureau Director and the OMWI Director have standing meetings every three weeks. The
OMWI Director is a member of the Bureau’s Executive Committee, which addresses a wide range
of high-level issues affecting the Bureau, and a member of the Steering Committee for a cross-
Bureau effort to strengthen organizational culture and foster management excellence. In those
capacities, the OMWI Director works regularly with the Bureau Deputy Director, Chief Operating
Officer, and Associate Directors. The OMWI Director also began participating in division
quarterly performance reviews, including asking division leaders focused questions about progress
on diversity and inclusion goals, in fiscal year 2015.

Recommendation #6:
Re-evaluate the purpose and content of their OMWI'’s annual reports to, among other things:

a. include information on OMWI's efforts to measure and evaluate their progress on

achieving diversity and inclusion goals, as recommended by the Government Accountability
Office ("GAO”) in 2013;
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b. consult with other Agencies’ OMWIs, in an interagency manner, to adopt uniform
standards to track and report diversity data to enable meaningful cross-agency
comparison, and,

c. provide racial, ethnic, and gender data by specific occupational classifications and
supplier industry classifications.

The Bureau agrees that the OMWI annual report provides an important opportunity to share
information about the Bureau’s diversity and inclusion work, including efforts to evaluate progress.
The Bureau’s 2015 OMWI Annual Report includes information about measurement and evaluation
efforts, including both quantitative and qualitative approaches. Examples include incorporating
diversity and inclusion metrics into division quarterly performance reviews, analyzing employee
survey data with particular attention to the Office of Personnel Management’s Inclusion Quotient,
convening survey working groups to further solicit employee input and propose recommendations,
and engaging third-party experts to review certain personnel management practices. The Bureau
will look for opportunities to further describe its monitoring and evaluation activities in future
reports.

The 2015 OMWI Annual Report also provides demographic information about four mission critical
job categories: examiners, attorneys, economists, and analysts. The Bureau agrees with the staff
report that there may be opportunities to expand the information provided in the annual reports and
1s assessing the feasibility of providing more detailed data with respect to hiring, promotions, and
procurement. We will also work with other agency OMW!Is to explore opportunities to standardize
tracking and reporting of diversity data.

Recommendation #7:
Agencies should direct the OIGs to:

a. periodically review the Agencies’ representation of minorities and women within their
workforces along with their personnel practices, policies, and any other efforts to
ensure that the workplaces are free of systemic discrimination and provide equal
opportunity for minorities and women in hiring, retention, and promotion, particularly
to senior-management level positions,; and,

b. report the results of these audits to Congress every four years.
The Bureau welcomes periodic review of representation of minorities and women within its
workforce and of the Bureau’s personnel practices, policies, and other efforts to prevent

discrimination and provide equal opportunity to Bureau employees. As you know, the Bureau
accepted all recommendations made by our Office of Inspector General in its March 2015 report on
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diversity and inclusion at the Bureau and has made substantial progress implementing these
recommendations.’

Hesk
Thank you for the admirable work you do to promote diversity and fairness in financial services.
We share your dedication to strengthening diversity, inclusion, equality, and fairness both at the
Bureau and at the financial institutions we regulate. As the Bureau continues to evolve, we must
continuously reaffirm this commitment by assessing, and when necessary, enhancing our efforts to
promote and embody these values. We deeply appreciate the thorough review and thoughtful
recommendations provided by the staff report and look forward to sharing further progress on these
critical issues with you.

Sincerely,

Rksrd

Richard Cordray
Director

cc: The Honorable Al Green, Ranking Member, Subcommittee on Oversight and Investigations,
Committee on Financial Services
The Honorable Carolyn Maloney, Ranking Member, Subcommittee on Capital Markets and
Government Sponsored Enterprises, Committee on Financial Services
The Honorable Emanuel Cleaver, Ranking Member, Subcommittee on Housing and
Insurance, Committee on Financial Services
The Honorable Juan Vargas, Member, Committee on Financial Services
The Honorable Michael E. Capuano, Member, Committee on Financial Services
The Honorable Joyce Beatty, Member, Committee on Financial Services
The Honorable Keith Ellison, Member, Committee on Financial Services
The Honorable Denny Heck, Member, Committee on Financial Services

3 OFFICE OF THE INSPECTOR GENERAL FOR THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM AND THE
CONSUMER FINANCIAL PROTECTION BUREAU, 2015-MO-C-002, THE CFPB CAN ENHANCE ITS DIVERSITY AND
INCLUSION EFFORTS (2015).

consumerfinance.gov



BoARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM
WasHINGTON, D. C. 20551

JANET L. YELLEN

November 25, 2015 CHAIR

The Honorable Maxine Waters
Ranking Member

Committee on Financial Services
House of Representatives
Washington, D.C. 20515

Dear Ranking Member:

Thank you for your letters of November 5, 2015, expressing support for the
recommendations in the report by Democratic staff of the House Financial Services
Committee entitled, “The Dodd-Frank Act Five Years Later; Diversity in the Financial
Services Agencies.”

Please be assured that the Federal Reserve Board understands the importance of
diversity and is committed to increasing diversity and enhancing inclusion in its
workplace as it continues to strive toward achieving the responsibilities in section 342 of
the Dodd-Frank Wall Street Reform and Consumer Protection Act.

Additionally, the Board has already implemented a number of the
recommendations contained in the Inspector General’s Report to the Congress on the
Office of Minority and Women Inclusion published in March of this year, and has
committed to addressing others.

We appreciate your concerns on this important issue and look forward to

working with you and your staff as we continue our efforts towards diversity and
inclusion.

Sincerely,

W:(W&u



FEDERAL DEPOSIT INSURANCE CORPORATION, washington, DC 20429

MARTIN J. GRUENBERG
CHAIRMAN December 7, 2015

Honorable Maxine Waters
Ranking Minority Member
Committee on Financial Services
House of Representatives
Washington, D.C. 20515

Dear Congresswoman Waters:

Thank you for your November 5, 2015 letter to the federal financial services agencies in
support of the recommendations in the House Financial Services Committee Democratic Staff
Report (Staff Report) entitled, “The Dodd-Frank Act Five Years Later: Diversity in the
Financial Services Agencies.” The Federal Deposit Insurance Corporation has carefully
reviewed the Staff Report. We support the objectives and suggestions in the Staff Report, and
will be implementing all of the recommendations not already in place at the FDIC.

The FDIC is dedicated to ensuring equal opportunity to minorities and women in its
workforce and business activities and committed to achieving a more diverse, inclusive, and
fully engaged workforce that reflects all segments of society. The FDIC recognizes that we are
stronger and better when we have a diverse workforce that brings a range of experiences and
perspectives to carrying out the responsibilities of the FDIC, and provide minorities and women
ample opportunities for contribution, professional development, and promotions to senior
management positions.

Our commitment to diversity and inclusion goes beyond merely complying with the letter
and spirit of all applicable federal laws and policies concerning Equal Employment Opportunity
and diversity. Diversity and inclusion has long been an important value for the FDIC and
continues to be a key element of our strategic vision. This vision is articulated in the FDIC’s
Diversity and Inclusion Strategic Plan, which enhances our efforts in this important area and
addresses our goals to develop and implement a comprehensive, integrated, and strategic focus
on diversity and inclusion. The plan lays out a course for promoting workforce diversity by
recruiting from a diverse, qualified group of potential applicants; cultivating workplace inclusion
through collaboration, flexibility, and fairness; and, ensuring sustainability of our diversity and
inclusion achievements by equipping leaders with the ability to manage diversity, monitor
results, and refine approaches on the basis of actionable data. The plan details specific steps
to enhance diversity and inclusion at the FDIC in the areas of recruiting, hiring, succession
planning, leadership engagement, analytics and reporting, training, strategic planning,
communications, and performance management rating enhancements.

The FDIC's Diversity and Inclusion Executive Advisory Council (EAC) oversees the
implementation of the plan and ensures the commitment to diversity and inclusion remains
an important priority. Specifically, the EAC, which includes the Director of the FDIC Office




of Minority and Women Inclusion (OMWTI), monitors the progress on the plan, goals, and
initiatives and ensures the FDIC's commitment to diversity and inclusion is woven into all
aspects of the Agency’s culture. While the FDIC remains committed to its diversity and
inclusion efforts, we have learned that diversity is not a finite goal. It is a continuous process
that requires constant self-assessment, external audit and recommitment. The key objectwes set
forth in your letter are discussed below.

Identifying the Causes of Disparities in Hiring and Promoting Diverse Candidates Through
all Levels of Employment

The FDIC adheres to the letter and spirit of all applicable federal laws, regulations and
policies addressing racial, ethnic or gender-based discrimination. The FDIC is committed to
workforce diversity and is a supporter of equal opportunities for minorities and women with
respect to hiring and promotions. To that end, the FDIC regularly reviews its recruiting, hiring,
and promotion policies to identify and remove any potential barriers to minorities and women
achieving equal access to employment and promotion opportunities.

The FDIC Office of the Inspector General’s (OIG) Evaluation of the Agency’s Efforts
to Provide Equal Opportunity and Achieve Senior Management Diversity (OIG Evaluation)
concluded that collectively, the Agency’s commitment, initiatives, and process controls promote
a workplace that is free of systematic discrimination, and that prov1des equal opportunity
for women and minorities to obtain senior management positions.! The evaluation identified the
challenges to increasing workforce diversity overall and at the senior management level which
include factors difficult for the FDIC to control, such as low turnover of existing managers
and executives; underrepresentation of women and minorities in internal candidate pools;
competition from the private sector for diverse candidates; and limited representation of
minorities and/or women in certain areas in the United States, or within certain job occupational
series, such as examiners and attorneys, which are dominated by males and non-minorities.

The FDIC is aware of these challenges and continues to refine and retool its approaches
to increase diversity. For example, the FDIC is formalizing recruiting procedures to ensure
consistent and comprehensive outreach to diverse populations; establishing processes to measure
the success of recruitment efforts concerning women and minority outreach; and tracking
participation rates by gender and race/ethnicity in its various leadership training programs.

As part of its continuous workforce analysis, the FDIC works to remove any identified barriers
that inhibit equal opportunity for minorities and women.

Reducing Differences in PMR Scoring across Racial and Ethnic Groups

The FDIC continuously monitors and analyzes its performance management and
recognition (PMR) program and data to ascertain whether programmatic issues and/or
statistically significant differences exist for minority and women employees. Although
differences in performance ratings may be due to actual differences in performance, regional

* The FDIC’s Efforts to Provide Equal Opportunity and Achieve Senior Management Diversity, Office
of Inspector General, November 2014 (https://www.fdicig.gov/reports15/15-001EV.pdf).




differences in ratings or job family differences in ratings (i.e., supervisors in certain fields are
more strict or lenient than supervisors in other fields), the OIG Evaluation concluded that the
statistical analyses represent a strong control over the PMR process and help to identify potential
areas for further oversight, concern, or action, such as education or training. Accordingly, the
FDIC has expanded its statistical analyses to include supervisory employee performance
management ratings (Leadership PMR (LPMR)).

The FDIC PMR program, covering non-supervisory employees, was developed through
negotiations with the National Treasury Employees Union (NTEU) in 2008. NTEU participated
in the implementation and design of the PMR system. The LPMR program was initiated in
2011. All employees and managers receive training annually on the PMR and LPMR programs
to ensure consistent application.

In 2014, the FDIC established a PMR Design Team comprised of FDIC and NTEU
employees to monitor the PMR program, seek program enhancements or modifications, and
address program issues. In mid-2015, the PMR Design Team proposed enhancements to the
PMR behavioral standards to expand focus on diversity and inclusion expectations among non-
supervisors. A draft excerpt from the revised “Teamwork and Collaboration” behavioral
standard reads in part “. . . develops and maintains rapport and effective working relationships,
networks and/or partnerships with others within and beyond immediate work group, including
those with varied backgrounds and perspectives; respects and values individual differences and
diversity by treating others fairly and professionally . . .”

The FDIC has established controls in its performance management and recognition
programs to ensure fairness and continues to consider strategies for addressing potential root
causes, such as unconscious bias by those who are responsible for making PMR/LPMR
decisions. The Agency continues to train its leaders to understand and protect against
unconscious bias when making HR related decisions, including those involving the interview
process and the PMR/LPMR process. While more work is needed and planned, unconscious bias
training was provided to senior managers and supervisors and the topic of unconscious bias was
recently included in FDIC’s mandatory and recurring supervisory training program.

Ensuring Managers’ Accountability for Achievement of Diversity Objectives

To communicate its commitment to diversity and inclusion, the FDIC has integrated
diversity principles into its corporate policies and plans. For example, the FDIC Policy on
Equal Opportunity states that the Agency: (1) is dedicated to equal opportunity in all of its
programs, policies, and practices, and to promoting diversity in its workforce; and (2) prohibits
discrimination in its workforce and all of its program activities. In addition, the FDIC Chairman
reinforces the FDIC’s commitment with his annual Equal Employment Opportunity message to
all employees, as well as with other programs designed to more fully engage all managers and
employees in FDIC’s diversity and inclusion initiatives.

The FDIC OMWI Director reports to the Office of the Chairman, regularly meets with
the Chairman, and advises on policies and practices to promote the advancement of diversity
and inclusion throughout the Agency. The OMWI Director is a member of the senior leadership




team and is involved in all policy meetings regarding the Agency’s human capital strategies,
performance goals and budget planning.

The FDIC promotes diversity and equal opportunities for minorities and women through
a number of initiatives such as the Agency’s annual performance goals, Diversity and Inclusion
Strategic Plan, and Diversity and Inclusion Executive Advisory Council. The Diversity and
Inclusion Executive Advisory Council, which is co-chaired by the OMWI Director and the
Deputy to the Chairman and Chief Operating Officer/Chief of Staff, includes the Directors of all
major divisions and offices and meets periodically (at least eight times a year) to discuss cross-
cutting diversity and inclusion issues. The FDIC has additional groups, such as the Workplace
Excellence Steering Committee and the Human Resources Committee, which address diversity
and inclusion, among other priorities.

The FDIC links the successful achievement of specific diversity objectives to
supervisors’ performance reviews. We are working to enhance this objective through a proposed
new approach for measuring and evaluating managers’ progress towards achieving the Agency’s
diversity and inclusion goals and objectives. Once the new approach is vetted and approved,
all managers’ performance objectives will include active participation in, and promotion of, the
FDIC’s diversity and inclusion efforts. Specifically, managers will be held accountable for
developing and supporting strategies to:

e Recruit from a diverse, qualified group of potential applicants to secure a high
performing workforce, drawn from all segments of the labor force,

e Strengthen managers’ own capabilities and staff through training and diverse work
experiences,

e Foster a culture that encourages collaboration, flexibility and fairness to enable each
staff member to contribute to his/her full potential,

e Encourage employees to seek management and leadership roles, and

e FEngage in active career development for managers and subordinates.

In addition, the FDIC’s annual performance goals include diversity and inclusion goals
for which managers are collectively responsible. Further, the FDIC’s Diversity and Inclusion
Strategic Plan, which is reviewed and updated annually, includes FDIC-wide goals and action
items to promote diversity and inclusion throughout the agency. All major Divisions and Offices
also have divisional diversity and inclusion strategic plans which are reviewed and updated
annually. Again, all managers are responsible for these goals and are rated on their support of
all FDIC performance goals.

Strengthening the Annual OMWI Reports to Congress

The FDIC OMWI will strengthen and re-evaluate the purpose and content of its annual
report to include information on efforts to measure and evaluate progress on achieving diversity
and inclusion goals, as recommended by the GAO in 2013. The FDIC OMWI will continue to
work with the other Agencies” OMWIs in an effort to adopt uniform standards to track and report
diversity data and enable meaningful cross-agency comparisons. The FDIC OMWI annual




report will provide racial, ethnic, and gender data by specific occupational classifications and
supplier industry classifications.

Reaffirming its commitment to narrowing representational gaps and promoting fair and
equitable workplace outcomes, the FDIC concurred with the nine recommendations in the 2014
OIG Audit report related to recruiting, leadership training and expressions of interest programs,
further analysis of employee performance results, the reliability of diversity data, and the
updating of relevant policies. The FDIC responded to each of the OIG Audit recommendations
outlining a number of corrective actions with milestones and completion dates. To date, the
FDIC has addressed many of these recommendations and it is implementing the corrective
actions to satisfy the remaining recommendations. The Diversity and Inclusion Executive
Advisory Council meets regularly and monitors our progress on these remaining actions.

The FDIC will continue to coordinate closely with the OIG and we would welcome the
OIG’s decision to conduct any evaluation in these areas. Until then, the FDIC will continue
to improve its policies, practices, and controls to ensure that the workplace is free of systemic
discrimination and provides equal opportunity for women and minorities in hiring, retention and
promotion, particularly to senior management level positions.

Conclusion

During 2015, the FDIC made steady progress enhancing the racial, ethnic, and gender
diversity of its workforce. However, the FDIC recognizes this is not easy and there is much
more work to be done to achieve a more diverse and inclusive workforce. The FDIC remains
committed to implementing the provisions and intent of Section 342 of Dodd-Frank and
achieving a diverse and inclusive workforce through a wide variety of methods aimed at
recruiting, hiring, retaining, and promoting high-performing individuals who reflect all segments
of society.

Thank you for the opportunity to respond to the Staff Report and for your support and
commitment to diversity and inclusion. Please contact me at (202) 898-3888 or Andy Jiminez,
Deputy Director, Office of Legislative Affairs, (202) 898-6761, if you have further questions.

Smcerely,

Martin J. Gruenberg
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Office of the Chairman

December 7, 2015

The Honorable Maxine Waters
Ranking Member

House Financial Services Committee
4340 O’Neill House Office Building
Washington, DC 20515

Dear Congresswoman Waters:

Thank you for your November 5, 2015, letter about the House Financial Services Committee’s
Democratic Staff Report entitled The Dodd-Frank Act Five Years Later: Diversity in the
Financial Services Agencies. Your letter requests that federal financial services agencies,
including NCUA, act as quickly as possible upon the recommendations contained in the report.

Since becoming NCUA Board Chairman in 2009, [ have consistently made diversity and
inclusion a top priority for the agency. Because diversity enriches the agency and its employees
and enhances output, NCUA is committed to diversity through our recruitment, leadership
development, employee empowerment, and contracting activities. We recognize that workforce
and supplier diversity is both good policy and a good business practice. Moreover, as
recommended in the staff report, I agree that NCUA must fully comply with the letter and spirit
of all current laws, regulations, and policies that address racial, ethnic, or gender-based
discrimination and promote diversity and equal opportunities for all minorities and women.

While NCUA has achieved diversity improvements in the five years since the creation of the
Office of Minority and Women Inclusion, the staff report highlights the fact that the agency
needs to do more to create greater diversity and inclusion in our workforce and among our
suppliers. NCUA’s efforts to date are consistent with the letter and spirit of the Dodd-Frank
Wall Street Reform and Consumer Protection Act.

The staff report uses data from 2013. In the last two years, I am pleased to report that NCUA has
made measurable progress in hiring more minorities and women. So far in 2015, minorities
make up 36 percent of new hires overall and 33 percent of new hires of senior staff. In 2013,
minorities made up 34 percent of new hires overall and none of the senior hires. And, to date in
2015, women make up 42 percent of new hires and 67 percent of new senior staff. In 2013,
women made up 40 percent of new hires overall and 50 percent of new senior staff.

The staff report’s thoughtful recommendations for federal financial services agencies include
some changes already under review or being undertaken at NCUA. With our new OMWI
Director now in place, NCUA will redouble diversity efforts and move forward with an
ambitious diversity agenda. Consistent with the staff report recommendations, the NCUA Board
at an upcoming meeting will consider revising the delegations of authority such that the OMWI
Director will report directly to the NCUA Board Chairman.
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In the months ahead, NCUA also will pursue a strategy for educating and providing incentives to
credit unions to adopt the joint-agency diversity standards issued earlier this year. For example,
we will distribute and encourage credit unions to use NCUA’s diversity self-assessment tool.
Our plan calls for providing a toolkit for implementation, spotlighting high-level achievers for
their diversity and inclusion programs, and generally educating credit unions by building the
business case for diversity and inclusion.

Additionally, the staff report calls for agencies to investigate whether discrimination is the root
cause of under-representation of minorities and women at the senior management level and for
statistically significant differences in the performance evaluations for women and minorities. In
this regard, NCUA’s OMWTI already has undertaken three barrier analyses related to its
workforce. These analyses are targeted to African American males, Hispanics, and persons with
disabilities. Talso am aware of the challenges posed by examiner positions due to the amount of
travel required and possible disparate impact on individuals taking the principle examiner exam.
We will work to address these matters.

With respect to a differential in performance evaluations for women and minorities, the agency
already has in place incentives for all personnel with managerial responsibility to be accountable
for diversity and inclusion. Nevertheless, NCUA’s Office of Human Resources is working to
consider additional improvements and alternatives to the current system for evaluating employee
performance. In addition, NCUA’s executives in January 2016 will receive training on the issue
of unconscious bias, and we are considering rolling out this training for all managers.

Finally, in light of the staff report’s recommendations, NCUA will work to improve the quality
and content of the agency’s annual OMWI report to Congress. Further, [ intend to ask the Office
of Inspector General to periodically review NCUA’s diversity efforts.

Notwithstanding the agency’s commitment to fulfilling its obligations under the Dodd-Frank
Act, we should not lose sight of the cultural shift required for the law to be truly effective and
make a difference in peoples’ lives and businesses. For this reason, NCUA will put forth an
education and awareness campaign to build the case that diversity and inclusion is a strategic
business imperative at the agency and for the credit unions we regulate and insure.

In sum, while NCUA has made progress in achieving greater diversity in our workforce, among
our suppliers, and within the credit union system, we have more to do. We will stay focused on
the goal of achieving greater diversity. Please do not hesitate to contact me with any questions
or concerns that you may have.

Debbie Matz
Chairman
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The Honorable Maxine Waters
Ranking Member

Committee on Financial Services
United States House of Representatives
Washington, DC 20515

Dear Ranking Member Waters:

The Office of the Comptroller of the Currency (OCC) has reviewed the Democratic staff report
of the House Financial Services Committee entitled “The Dodd-Frank Act Five Years Later:
Diversity in the Financial Services Agencies.” The Committee staff report was derived from
information in the Offices of the Inspector General’s (OIG) reports produced to the Committee
between November 2014 and March 2015 as well as publicly available diversity data. The report
identifies seven recommendations to enhance the Agencies’ efforts to promote and sustain racial,
ethnic, and gender diversity within agency workforces.

The Treasury OIG concluded in the December 1, 2014, review of the OCC’s personnel practices,
that the OCC tracks diversity levels and has taken steps to increase diversity in its workforce that
have resulted in the OCC employing minorities and females at a rate generally equivalent to
nationwide participation rates. The OIG noted however, that while participation rates of
minorities and women in OCC supervisory positions and senior level positions (SLP) have
increased, they were below their workforce participation rates and recommended that the OCC
continue its efforts to increase participation of minorities and women in supervisory positions
and SLP, consistent with applicable laws.

We accept the seven recommendations from the Committee staff report and remain committed to
working to ensure a diverse and inclusive work culture and environment for our current and
future employees.

1. Fully comply with the letter and spirit of all current laws, regulations, and policies
that address racial, ethnic, or gender-based discrimination and promote diversity
and equal opportunities for minorities and women.

The OCC is committed to ensuring that agency personnel are accountable for full
compliance with equal employment opportunity (EEO) statutes and regulations, policy
guidance, and Presidential Orders that address racial-, ethnic-, or gender-based
discrimination and promote EEO and diversity and inclusion for minorities and women.



On September 18, 2015, Comptroller Thomas J. Curry issued the agency’s annual EEO
policy statement, reiterating the OCC’s commitment to equal opportunity, diversity and
inclusion, and maintaining a workplace free of harassment. Separate and comprehensive
EEO and anti-harassment policies and procedures (updated in March 2012) are available
to all employees on the OCC’s intranet Web site. Information required by the NO FEAR
Act is posted on the OCC's internet Web site and all employees receive NO FEAR
training upon employment and every two years thereafter.

All OCC managers, supervisors, and EEO/Diversity and Inclusion Program officials are
stakeholders in the effective implementation of the agency’s efforts to promote equal
opportunity and diversity and inclusion for minorities and women. There have been no
findings of discrimination at the OCC in the past five years.

Investigate discrimination as the root cause of (1) under-representation of minorities
and women at the senior management level and (2) statistical differences in PMR
for minority and women employees. Pending investigation, consider strategies for
addressing potential root causes, such as unconscious bias by those who are
responsible for making those decisions.

In order to understand the low participation rates of women and minorities in OCC SLP,
the Office of Minority and Women Inclusion (OMWI) established an interdisciplinary
Diversity and Development Working Group in March 2015 to conduct a barrier analysis
looking at opportunities to improve diversity and promote inclusion in SLP and in their
pipeline positions.

The working group analyzed data, conducted root-cause analyses, researched best
practices, and identified potential solutions to support the increase of women and
minorities in SLP and NB-VII pipeline positions. The OCC’s leadership will review the
working group’s recommendations this month.

More than 800 OCC employees including all managers and executive leaders participated
in Unconscious Bias training sessions where they had the opportunity to practice
conscious awareness to mitigate the impact of unconscious bias in workplace decision
making. Unconscious Bias training will continue in FY 2016 to include training for
human capital personnel involved in recruiting, staffing, certification, and selection
processes.

Investigate PMR system for root cause of statistical differences in ratings for
minority and women employees. Consider modification of, or alternatives to,
current PMR system.

The OCC, in conjunction with the National Treasury Employee's Union (NTEU), is
undertaking a comprehensive review and redesign of its performance management
system, including the performance appraisal process.



The OCC initiated this project in response to the OIG report and employee and manager
concerns about the system, including (1) fairness and consistency in ratings; (2) clarity
and overlap in the performance evaluation elements; (3) the quality of performance
feedback; and (4) the process for addressing poor performance.

The redesign will include a job analysis to develop new, validated performance appraisal
criteria to ensure all performance appraisal criteria are job related. The review will result
in recommendations for incorporating additional safeguards to ensure the fairness,
effectiveness, and credibility of the system, including ongoing monitoring of appraisal
data.

The OCC is currently in the process of obtaining outside consulting support for this
initiative and expects to award a contract no later than December 31, 2015.

Ensure accountability of managers at all levels, by evaluating them on their
progress toward achieving the Agencies’ diversity objectives and their ability to
manage a diverse group of employees.

All OCC managers and supervisors have an EEO performance element in their
performance plans that focuses on the manager’s ability to establish and maintain a non-
discriminatory and regulatory-compliant working environment, employ fair and inclusive
recruitment and retention strategies, and support a workplace where all employees can
contribute fully and achieve their greatest potential.

Over the last two years, the OCC has enhanced its efforts to create a systemic and
sustainable process of leadership development with specific focus on providing tools to
managers to support the full engagement of our diverse workforce.

Enhance the interactions between the OMWI Director and the Agency Head.

The OMWI Executive Director is a direct report to the Comptroller of the Currency and
meets with him monthly to provide updates on agency diversity and inclusion program
efforts.

The Comptroller demonstrates strong support for diversity and inclusion by clearly
positioning the work of the OMWI in the framework of the agency’s strategic objectives,
and actively participating in employee network groups, special observance programs, and
diversity and inclusion learning venues.

The OMWI Executive Director meets regularly with the Senior Leadership team to help
determine the diversity and inclusion impact of internal workforce and human capital
policies and practices as well as mission-related practices and guidance.



6. Re-evaluate the purpose and content of the OMWI annual report to Congress

We appreciate the recommendation and will work with the other OMWI offices to adopt
uniform standards, where possible, and to track and report diversity data to enable
meaningful cross-agency comparisons.

In recent years, the OCC has provided more information on diversity and inclusion
progress and challenges, and has provided our demographic data by specific occupational
and supplier industry classifications. We look forward to feedback on our 2015 OMWI
annual report.

7. Request periodic OIG reviews and report the results of the audits to Congress every
four years.

We appreciate this recommendation and will give it consideration.

Thank you for the opportunity to address your concerns. The OCC remains committed to
providing fair and just employment and taking proactive steps to eliminate barriers to EEO and
diversity and inclusion in our work environment. If you have further questions, please do not
hesitate to contact me or Carrie Moore, Director, Congressional Liaison, at (202) 649-6737.

Sincerely,



UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

THE CHAIR

December 9, 2015

The Honorable Maxine Waters
Ranking Member

Committee on Financial Services
U.S. House of Representatives

2221 Rayburn House Office Building
Washington, DC 20515

Dear Representative Waters:

Thank you for your November 5, 2015 letter concerning the report issued by the House
Financial Services Committee Democratic staff entitled, 7he Dodd-Frank Act Five Years Later:
Diversity in the Financial Services Agencies (staff report). The staff report contains
recommendations addressed to the U.S. Securities and Exchange Commission (SEC) and other
federal financial services agencies designed to enhance efforts to promote and sustain diversity
within our respective workforces. [ write separately as the SEC Chair to respond to the staff
report recommendations.

First and foremost, I want to reiterate that the SEC is committed to the goals and
objectives of Section 342 of the Dodd-Frank Act to promote diversity and inclusion of minorities
and women in the agency’s workforce. Indeed, the SEC’s success in achieving its mission —
protecting investors, maintaining fair, orderly, and efficient markets, and facilitating capital
formation - is dependent on the agency’s ability to attract, engage, and retain a high-quality.
technically proficient, and diverse workforce drawn from all segments of society.

The SEC is currently taking steps to address certain of the staff report recommendations,
and will begin taking appropriate steps to implement others. Our first priority is to comply fully
with the requirements of Section 342 of the Dodd-Frank Act by developing the prescribed
standards for equal employment opportunity and diversity in the agency’s workforce. The SEC’s
Office of Minority and Women Inclusion (OMWI) is making progress toward completing these
standards.

Beyond this, SEC staff is analyzing whether minorities and women are receiving equal
opportunities for employment and promotion to senior management positions and the cause of
any racial disparities that exist in performance ratings. Further, the SEC has adopted a
performance standard to ensure that managers and supervisors are held accountable for
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supporting diversity and inclusion in a manner consistent with the Commission’s strategic
objectives and the requirements of Section 342 of the Dodd-Frank Act.'

I believe the remaining recommendations — strengthening OMWI’s Annual Report,
requesting periodic OIG review of the SEC’s workforce representation of women and minorities,
and developing other innovative initiatives — will help to advance the SEC’s efforts to foster a
diverse and inclusive workforce. Accordingly, I have directed staff to begin taking the steps
necessary to implement these recommendations.

Thank you again for your letter. Please do not hesitate to contact me at (202) 551-2100,
or have a member of your staff contact Tim Henseler, Director of the Office of Legislative and
Intergovernmental Affairs, at (202) 551-2010, if we can be of further assistance.

Sincerely,

ey

Mary Jo White
Chair

1 - . . & .
The’OMWI Director is a.Senlor Officer reporting directly to me, and as such, the interactions described in the staff
report’s fifth recommendation currently take place at the SEC.



