Questions & Answers
The Bipartisan Policy Center Assessment of the Consumeirfancial Protection Bureau

The Bipartisan Policy Center’'s (BP@®jinancial Regulatory Reform Initiative released on
September 24, 2013 the white pagdre Consumer Financial Protection Bureau: Measuring the
Progress of a New Agency, which assesses the Consumer Financial Protectiora8sreCFPB)
progress since its 2010 inception. The National CouhtiadRaza (NCLR) is pleased to have
partnered with Rick Fischer of Morrison & FoersterALand BPC staff to author this report
listing more than 30 specific findings and recommendationsdnsideration by the Bureau,
Congress, and others. The following acknowledges andeas®@mmon questions on salient
aspects of the BPC findings.

Background: Latino Families Voted for Consumer Protections

The CFPB emerged as part of the Dodd-Frank Wall Streferi® and Consumer Protection Act
of 2010 (Dodd-Frank Act), which was passed in response tmdbkerecent collapse of our
financial markets. The Bureau has already accomplialggdat deal to fulfill its mandate to
establish better consumer protections, work to maintaithyeatcess to credit, and oversee
nonbanks—entities that have previously gone unregulated.e\t¥igée improvements are
beneficial for the nation as a whole, they have dddgortance for communities of color.
According to a study by the Pew Research Center, from 20P809—the period of the collapse
in the housing market—there was a dramatic loss oftlweathin the Hispanic and African
American communities, with inflation-adjusted mediagaith falling by 66% among Hispanic
households and 53% among African American households.omgarison, the drop in white
households’ wealth was approximately 16%.

BPC perspective: “Given that predatory lending is disproportionately @nicated in
minority communities, it will be imperative for U.Scanomic stability for the CFPB to
provide targeted and comprehensive financial information andgtian to these
minority groups over the coming decades.”

Where is the CFPB making positive advances?

Congressional members from both sides of the aislastny players, and consumer advocates
commended the CFPB for its significant accomplishmemt&jding issuing new servicing
standards, establishing the parameters of qualified mortg@ids improving components of
the Credit CARD Act, and setting new rules for reamttes—a critical financial product for
Latino families—in such a brief operational period.

BPC perspective: ‘The CFPB has received generally high marks for an appsssshas
open, driven by data and research, and focused on pragialation in the mortgage
market...The QM and remittance transfer rule-makings detrated a thoughtful
approach to fostering strong consumer protections whiladtressing concerns
expressed by stakeholders. In addition, when the CFPBitedh@rimary rule-making
authority for Regulation Z ability-to-pay requiremeritseversed a decision of the
Federal Reserve Board to impose an independent abHipiy requirement for
consumers of all ages. The original decision was haviraglaerse impact on stay-at-
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home and military spouses. The CFPB was able to addiiessdue as well as
stakeholder concerns throughout the process.”

Does the CFPB have too much authority?
Congressional members equipped the CFPB with the poweeadte and regulate true and
lasting consumer protections.

BPC perspective: “In its interviews, the Task Force found that most pe@gjreed that
the agency had about the “right amount” of authoritgveédtheless, the CFPB may need
additional authority in certain areas, such as ausméimg.

The decision to create the Bureau and consequentlyéramahy of the consumer
protection responsibilities from existing financial regatatwas controversial. However,
the financial crisis demonstrated a need for heightattedtion to consumer financial
products, as fundamental flaws in the regulation of waes financial protection,
especially the regulation of mortgage products, contribiatéle depth of that crisis.”

What is the CFPB’s approach to gathering data about consumer mkets?

The CFPB must be research-driven to keep up with the nmalegetrs of the 21st century.
Private industries gather data on consumers with high freguend at a very granular, personal
level. In a time rife with questions about “big datajsitmportant that the Bureau approach the
complexities of such research with strength and traespg. The CFPB is currently gathering
information through three channels: consumer responegglpd through a complaint portal,
supervisory requests of regulated entities, and marketrcbsea

BPC perspective:“The Task Force supports the CFPB’s goal of being a datardr
agency...The CFPB should take all necessary steps t@ alsswonfidentiality and
security of data being requested and housed within the BureauTabBkd-orce
recommends the Bureau require coordination among itsugadivisions when
requesting data from any institution. The Task Force alsommends that the Bureau
require that a statement of intended use be givenandidita request.”

Is the CFPB performing its duties in a timely manner?
Many have commended the CFPB’s transparency and willingoegsrk extensively with
advocates and industry players as they engage inldmaking process.

BPC perspective:“Despite all the transitions, the CFPB leadershiprhade strides in
standing up a new federal consumer regulatory agency amtbhasvell in meeting an
ambitious timetable for the regulatory work set in thel@®&rank Act. (For comparison,
the Securities and Exchange Commission has missed adbaf its Dodd-Frank Act
rule-writing deadlines.)

The CFPB gained responsibility for considering and resporndiagmments in July
2011 as part of the Dodd-Frank Act’s broad regulatory tratsfihe CFPB. Despite
having limited time to address the many stated concernButleau nonetheless
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developed a workable standard for one of the country’s mpstrtant and complex
consumer financial services markgts.

While attempting to distinguish between perceived shortegsnihat should fairly be
attributed to the newness of the agency and systemaigiates affirmatively made and
implemented by the CFPB, the Task Force has idensBedral concerns expressed
about the CFPB’s supervisory and examination processesldsk Force’s concerns fall
into three main areas: (1) predictability and timelinggh respect to the examination
process, (2) focus of exams and ability to coordinate otltbr regulatory examination
efforts, and (3) consistency in the quality of stafficdiecting examinations.”

Has the CFPB engaged consumers and stakeholders when makdegisions?

The CFPB has been applauded for its extensive, eager emgatgeith advocates and industry
players to improve the rulemaking process. Howevemnmesinstances, the Bureau could give
consumers and regulated entities more lead time for.input

BPC perspective:“A range of stakeholders, including both consumer grougds an
industry representatives, have suggested the CFPB showddsedransparency by
improving its process for conducting public hearings and ng=tincluding providing
adequate notice for such hearings and meetings.”

Are community lenders or small businesses overburdenda/ new CFPB provisions?

It was said in a recent hearing before the House FHela®ervices Committee that “smaller
banks run on people and larger banks run on processbs.CHPB works intimately with small
businesses and banks and has amended rules severdbtensare these valued entities are not
overburdened.

BPC perspective:“In addressing concerns of small banks and credit uniomshvedo
not regularly offer remittance transfers, the CFP&ated an exemption from the rule’s
requirements for smaller institutions that do notaté@imore than 100 remittance
transfers in a calendar yedr.”

What is the CFPB'’s funding stream and how does it accouffior its expenses?

As with other financial regulatory agencies like OCC andiFBhe Dodd-Frank Act specifies
an alternative funding stream for the CFPB which issabifject to the annual appropriations
process.

BPC perspective: “The Bureau is funded by the Federal Reserve System ast of
seigniorage incomé,with a hard cap at effectively $598 million per yearuatijd for
inflation. The CFPB does have authorization to regimest Congress (through
appropriations) up to an additional $200 million for eachafigear through 2014. The
Bureau has never requested additional authorized funds, #reldnrrent budget and
political environment would be unlikely to receive them.”

Are the CFPB staff equipped with the tools they needbtcarry out their examinations and
related tasks?
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As the CFPB has evolved, its initial staff of roughly 1,06mbers has grown. However, there
have been mixed reports on the consistency of newkstafledge and retention rates. Inthe
CFPB’s semi-annual hearing before the House FinancigiceesrCommittee, CFPB Director
Cordray mentioned that the Bureau’s retention rategisdnithan that of other agencies.
However, beyond retention, the CFPB could better sesvaission by ensuring consistency in
staff knowledge.

BPC perspective:“While creating consistent interpretations of [i&vs and regulations
is a difficult undertaking, it is an expressed priorityle Bureau, which the Task Force
applauds. The Bureau’s goal to create regulatory consystgnensuring that CFPB staff
across the country set consistent ratings, intetjata and classifications is worthy of
praise. The Task Force recommends that the CFPB ehsiteeves that goal by the end
of 2014...Inconsistent expertise and high turnover arenaate challenges in any newly
established organization that is required to build capgaigkly. The CFPB has shown
some willingness to make organizational adjustmentstterb@anage its

responsibilities, but it would be beneficial for athlstholders to consider further
organizational adjustments.”

For further information, please contact Victoria Ben™CLR Legislative Analyst, at
vbenner@nclr.org or Albert S. Jacquez, Legislative Darecit ajacquez@nclr.org.
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' Founded in 2007 by former Senate Majority Leaders Howardr3@km Daschle, Bob Dole and George Mitchell, the
Bipartisan Policy Center is a nonprofit organization thatedrprincipled solutions through rigorous analysis, neado
negotiation, and respectful dialogue. With projects irtiplalissue areas, BPC works to combine politically badnc
policymaking with strong, proactive advocacy and outreaansi@ered the only Washington, DC-based think tank that activel
promotes bipartisanship, BPC works to address the kéigobaes facing the nation. Its policy solutions are prodoftts
informed deliberations by former elected and appointedial§i, business and labor leaders, scholars, and advadate
represent both ends of the political spectrum. The BRariently focused on health, energy, national and homelandtgecur
transportation, the economy, housing, immigration, and goveznanc

" See Kochar, Rakesh, Richard Fry, and Paul Talv,Research & Social Demographic Trends, July 26, 2011. Available at:
http://www.pewsocialtrends.org/2011/07/26/wealth-gaps-rised¢ord-highs-between-whites-blacks-hispanics/.

" See Dodd-Frank Act § 1061, which requires the secretdhgdfeasury to designate a date between six and twelkths
after enactment of the Dodd-Frank Act for primary rulddmg and other authorities to transfer from the primary bapki
regulators, the U.S. Department of Housing and Urban Deweint, and the Federal Trade Commission to the CFRBn-T
Secretary of the Treasury Timothy Geithner ultimatelgcted July 21, 2011. See 75 Fed. Reg. 57,252 (September 20, 2010)
¥ As pointed out by one of the persons interviewed forpthjger, the CFPB also had the unenviable task of leadingaerw
homeownership issues before Congress acts on refortiefeecondary mortgage market.

¥ See 77 Fed. Reg. 50,243 (August 20, 2012).

" The Federal Reserve earns seigniorage income by sefindating paper currency, actual dollar bills, which wk ash.

The income and interest earned from it are kept dirbgtihe Federal Reserve System and used to fund its espémateof the
Board of Governors, the Federal Reserve Regional Bankshow the CFPB. All additional income in excess of&qubnses
is remitted to the Treasury.
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