To: The Office of the Comptroller of the Qumrency
Re: Comments regarding Docket ID QC=-20113-0014

Thank you for the opportunity to respond to the Request for Comments on the “Proposed Imiteragency
Policy Statement Estiaiblishing Joint Standards for Assessing the Diversity Policies and Practices of Enttities
Regulated by the Agencies.*

The Alliance for a Just Society is a national organization that advocates on issues associated with
economiic and racial justice. The 2008 economiic meltdown exposed some of the shortcomings that the
practices of fimancial institutioms have had in minority commumitiies. Therefore, we hope that your
agencies and the entities you regulate will see Sedtion 342 as a chance to transform practices and to
broaden the opportumiiies that our financial institutioms can provide for women and in commumitiies of
color. In addition to improving the potential for employment and advancement within these instiitutions,
the vigorous application of effective Section 342 standardis will translate into better services and
products for all of our communities.

Given our perspective, we are concerned that the policies suggested in the Statement are, at best, the
minimum that the agencies can do in this context. We will suggest some improvements in the standards,
particularly those associated with the entities that you regulate.

Before doing that, however, we believe that it is appropriate for us to comment on other provisions of
Secttion 342. The provisions governing the relatiomships of the agencies with contractors for goods and
services have the potential to provide an important and positive impact on the availability of business
opportumitiies for minority and women owned businesses. These provisions also have the potential to
impact directly the possibility that your contractors will improve their practices with respect to the
employment of women and minorities. Furthermore, unlike the provisions associated with entities you
regulate, you actually have the power to withdraw contracts from non-compliant entities. We
encourage you to use these authoritiies with confidence.

Respecting the proposed standardiss for regulated entities, we offer the following observatioms and
recommendatiioms.

1. The inadequacy of self-assessment.

Apparently the system established in these standards will include a voluntary self-assessment by the
regulated entities. Our experience with these organizations suggests that a self-assessment system is
unlikely to have much of an effect on their behavior. Consequently, we note that the provisions of
Section 342 require your agencies to develop standards for “assessing the diversity policies and
practices of entities regulated by the agency.” This language appears to us to require the agencies to do
some kind of assessment. The language clearly does not require that self-assessment by the regulated
entities be used. The agencies have other optioms. In fact the requirement that each of the agencies
establish an Office of Minority and Women Inclusion would seem to imply that these Offices should
have something to do.

Recommeenidtition: That the agemiéss reassess theiir appoaebh to assessmentt and estabiésh stamtiadds that
proviie fmr an actusd/ assessmentt by the regquiiditigg agendéss of the diversiiyy prantiiess of the eartities.

2. Provide for agency evaluation of the proposed self-assessments.



Assuming that there is a chance that our first recommendation may not gain favor with your agencies,
we suggest that, at the very least, the proposed self-assessments be subject to review by the regulators.Page2.
The vague and provisional language used throughout the propasal will make it very difficult for either
the agencies, the entities or any other observer to know whether any reasonable self-assessment has
been achieved. Furthermore, the proposed standardis will not even require that the self-assessments be
disclosed to the regulating agencies. The propaosal says: “Voluntary disclosure to the appropriate Agency
of the self-assessment and other information the entity deems relevant.” These features in the
proposed standards invite regulated entities to treat this process as irrelevant. To overcome these
deficiencies the agencies should, at a minimurm, develop a standardized questionnaire or some similar
instrument that requires that specific information be provided to the agencies. Such stamdardization
would permit comparisons and an assessment of the progress that entities are making toward
diversification of their workforees and their contracting jpractices.

Recommeeznidtition: That the agenuéss estalfiissh a stamtodidized evaluaiition systam and thait they use such a
system actuaillly to evailbaiée the selfassssneatds done by the requiftddd eertiities.

3. Other forms of assessment needed for acumumtability.

If the regulated entities are the only source of information about their diversity practices, the agencies
are entirely at their mercy. There are other ways to assess the quality of diversity programs. The
agencies should, for example, examine the history of diversity complaints, employee actions, civil rights
actions, legal actions and whistleblower complaints associated with the entities. In addition, the
agencies should compare self-assessments with information filed with the Ecomomic Opportunity
Commission and the Office of Federal Contract Compliance Programs in order to have a check on the
information provided through self-assesaments.

Recommeenidtition: That the agenuéss estaltiissh mettiodd's ffor evalbatitigg the accurarsy of s elffersesssments
thraugiph reseanath intto the histtoyy of entify civill rightiés recondds and/ thraughh otthear infformatidion asradltable
fficom govermmeant sources.

4. Needed clarity associated with size and characteristics in the application of standards.

The standards consistently suggest that there will be variatioms based on the size and characteriistiics of
the regulated entitiies. The only hint in the propasal at any such lines of demarcation refer to “regulated
entities (a) with 100 or more employees; or (bj) who are federal contractors with 50 or more employees
and are prime contractors or first-tier subcontractors, with contracts of 50,000:0r more...” (These
organizatioms are required to file information on their diversity practices to the Equal Qpportunities
Commission.) However, even these numeriic yardsticks are not actually being applied. Our concern is
that, absent some specific guidance, self-assessment standardis will vary considerably throughout the
system and among agencies. We also worry that some very important entities will be subject to even
weaker efforts if criteria regarding size are set to high. Further guidance on the meaning of variations
based on size and characteriistics needs to be provided.

Recommeeznidtition: That the progmsseld stamtiwdds be madififdd to pravidde speciffic guidhree as to the
meaniing and applitedbitjty of the term “am entiyids size andl ottherr charareteeisdics.”

5. Lack of acuoumtability.



In addition to the language providing for voluntary disclosure of self-assessments to the agencies, we
are alarmed to find absolutely no accountability system anywhere in these standards.2Some form of
follow through and accountability to you as regulators and to the public needs to be provided. We are
aware of the provision in the law that nothing in section 342(b)(2)(C) “may be construed to mandate
any requirement on or otherwiise affect the lending policies and practices of any regulated entity, or to
require any specific action based on the findimgs of the assessment.” It is clear that this provision
actually prevents you from bringing action against regulated entitiies. However, this language does mot
mean that the agencies are unable to place these assessments and evaluations of these assesaments
before the public. We are concerned that the proposed standardis largely turn away from thiis possithility
when they suggest it to be sufficient that “the regulated entity providies transparency in its activities
regarding diversity and inclusion by making the ... information available to the public annually through
its public Web site or other appropriate communication methods.” Voeluntary disclosure of these self-
assessiments glves the regulated entities little incentive to make improvemenits in their hiring or
contracting practices. The suggested methods of voluntary disclosure, even if utilized by regulated
entities, will merely be written by publicity departments and they will never diselose problems.

Recommeenidtition: That the agendéss maliee the resultts of assessmentts availkitde to the Congress, to the
custamneess of ffirrawiEn! insttibtibions, andl to the generat! guublic.

It is our hope that the agencies will reassess these regulatioms based on the included recommendations.
Section 342 of Dodd-Frank was intended to be transformatiiomaill. As written, these suggested standards
will be regarded as mere “eyewash” by most of the fimancial institutioms and will have virtually no effect
on their Ibehavior.

Respectfully sulbmiitted:

The Alliance for a Just Society
3518 South Edmunds Street
Seattle, WA 98118

Phone: 206-568-5400

Aitios William Daley



