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PURPOSE AND SUMMARY

On March 29, 2012, the House passed the concurrent resolution on the budget for fiscal
year 2013, H. Con. Res. 112, by a vote of 228 yeas to 191 nays. That budget resolution
instructed the Committee on Financial Services to submit legislative recommendations to the
Committee on the Budget that reduce the deficit by $3 billion for fiscal years 2012 and 2013,
$16.7 billion for fiscal years 2012 through 2017, and $29.8 billion for fiscal years 2012 through
2022. To fulfill the instructions set forth in H. Con. Res. 112, the Committee on Financial
Services recommends the following legislation, set forth in Title III, to the Budget Committee:

Subtitle A — Orderly Liquidation Fund

Subtitle A would repeal Title II of the Dodd-Frank Wall Street Reform and Consumer
Protection Act (Dodd-Frank Act) (P.L. 111-203). The Congressional Budget Office (CBO)
estimates that Subtitle A would reduce direct spending by $3.383 billion for fiscal years 2012
and 2013, $13.585 billion for fiscal years 2012 through 2017, and $22 billion for fiscal years
2012 through 2022.

Subtitle B — Home Affordable Modification Program

Subtitle B—previously introduced as H.R. 839, the HAMP Termination Act, and passed
by the House—would terminate the authority of the Treasury Department to provide any new
assistance to homeowners under the Home Affordable Modification Program (HAMP)
authorized under Title I of the Emergency Economic Stabilization Act (12 U.S.C. 5230), while
preserving any assistance already provided to HAMP participants on a permanent or trial basis.
Subtitle B also provides for a for a study by the Treasury Department to identify best practices
for making existing mortgage assistance programs available to veterans, active duty military
personnel, and their relatives. The CBO estimates that Subtitle B would reduce direct spending
by $617 million for fiscal years 2012 and 2013, $2.624 billion for fiscal years 2012 through
2017, and $2.838 billion for fiscal years 2012 through 2022.

Subtitle C — Bureau of Consumer Financial Protection

Subtitle C would eliminate the direct funding of the Consumer Financial Protection
Bureau (CFPB) by the Federal Reserve and instead fund the CFPB through Congressional
appropriations. Subtitle C would authorize the appropriation of $200 million to fund the CFPB
for fiscal years 2012 and 2013, and would repeal the Consumer Financial Protection Fund and
the Consumer Financial Civil Penalty Fund. The CBO estimates that Subtitle C would reduce
direct spending by $381 million for fiscal years 2012 and 2013, $2.435 billion for fiscal years
2012 through 2017, and $5.387 billion for fiscal years 2012 through 2022.

Subtitle D — Flood Insurance Reform

Subtitle D—previously introduced as H.R. 1309, the Flood Insurance Reform Act of
2011 and passed by the House—would reauthorize the National Flood Insurance Program



(NFIP) through September 30, 2016, and amend the National Flood Insurance Act to ensure the
immediate and near-term fiscal and administrative health of the NFIP. Subtitle D would ensure
the NFIP’s continued viability by encouraging broader participation in the program, increasing
financial accountability, eliminating unnecessary rate subsidies, and updating the program to
meet the needs of the 21st century. The key provisions of Subtitle D include: (1) a five-year
reauthorization of the NFIP; (2) a three-year delay in the mandatory purchase requirement for
certain properties in newly designated Special Flood Hazard Areas (SFHASs); (3) a phase-in of
full-risk, actuarial rates for areas newly designated as Special Flood Hazard; (4) a reinstatement
of the Technical Mapping Advisory Council; and (5) an emphasis on greater private sector
participation in providing flood insurance coverage. The CBO estimates that Subtitle D would
reduce direct spending by $880 million for fiscal years 2012 through 2017, and $4.9 billion for
fiscal years 2012 through 2022.

Subtitle E — Office of Financial Research

Subtitle E would eliminate the Office of Financial Research (OFR), an office within the
Department of the Treasury which was established by the Dodd-Frank Act. The CBO estimates
that Subtitle E would reduce direct spending by $270 million over the next ten years.

BACKGROUND AND NEED FOR LEGISLATION
Subtitle A — Orderly Liquidation Fund

Title II of the Dodd-Frank Act establishes a so-called Orderly Liquidation Authority
(OLA) that grants the Federal Deposit Insurance Corporation (FDIC) the authority to resolve
large non-bank financial institutions. Title II authorizes the FDIC to act as the receiver for the
failing institution. Title I further authorizes the FDIC to borrow from the Treasury an amount
equal to up to 10% of the institution’s total assets in the 30 days immediately following the
FDIC’s appointment as receiver, and after 30 days, the FDIC can borrow up to 90% of the firm’s
total assets. The FDIC can then use those funds to pay off the creditors of a failed firm.
Proponents of Title I have asserted that taxpayer funds would not be used to liquidate a failed
firm, pointing to provisions that contemplate recouping the costs of the liquidation from large
financial institutions through post hoc assessments. Despite these assertions, CBO has estimated
that Title IT will cost taxpayers $22 billion between 2012 and 2022. Repealing Title II thus
relieves taxpayers of the burden of bailing out the creditors of large financial institutions, thereby
reducing moral hazard by making it clear that creditors—rather than taxpayers—will bear the
costs of failure. Repealing Title IT would not only restore market discipline, according to the
CBO it would also achieve savings for the purposes of deficit reduction of $3.383 billion in FY
2012-13, $13.585 billion in FY 2012-17, and $22 billion in FY 2012-22.

Subtitle B— Home Affordable Modification Program

The standalone version of Subtitle B, H.R. 839, the HAMP Termination Act, was
introduced by Congressman Patrick McHenry and Chairman Bachus to terminate new mortgage

modification activities under the HAMP. Created under the auspices of Section 109 of the
Troubled Asset Relief Program (TARP) enacted in 2008 (P.L. 110-343), HAMP is a federally-
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funded mortgage modification program that provides financial incentives to participating
mortgage servicers to modify the mortgages of eligible homeowners.

As the signature piece of the Administration’s overall Making Home Affordable initiative
on foreclosure prevention, HAMP has been both costly and ineffective. According to the
Treasury Department, as of March 1, 2012, the Administration has obligated $29.88 billion to
HAMP, although thus far it has only disbursed $2.54 billion. Overall, the Administration has
obligated $45.60 billion of TARP dollars to the Making Home Affordable initiative, which also
includes the Hardest Hit Fund and the FHA Refinance program.

By any objective measure, HAMP and these other programs have failed to produce their
promised results. The Administration originally projected that Making Home Affordable would
help 7 to 9 million homeowners, yet foreclosures have remained elevated and the number of
families assisted by the program—approximately 1.8 million—has fallen far short of projections.
There were roughly 1.1 million completed foreclosures in 2010 and 830,000 more completed
foreclosures in 2011. As of February 2012, more than 1.3 mjllion mortgages in the United States
were 90 days or more delinquent and around 12 percent of the loans outstanding in the market
were delinquent in some way.

HAMP itself, which was initially projected to modify 3 to 4 million loans, has begun only
1.99 million cumulative trial modifications according to program performance data through
February 2012. Of those trial modifications, only 782,609 (39 percent) have transitioned to
active permanent modifications along with only 68,539 active trial loans. Meanwhile, nearly
half of the trial modifications started (957,677) were cancelled in the trial or permanent
modification stage.

Additional concerns have been raised about the benefit to participants of a mortgage
modification program that gives borrowers a false sense of hope as they struggle to keep their
homes. The Special Inspector General for the Troubled Asset Relief Program (SIGTARP) has
testified before Congress that HAMP is a program that “benefits only a small portion of
distressed homeowners, offers others little more than false hope, and in certain cases causes more
harm than good.” In those cases, HAMP harms those borrowers who provisionally make
reduced loan payments during a trial period but do not qualify for permanent modifications.
When they are rejected from the program, these borrowers are told that they owe back payments,
interest, and fees; sometimes they are asked to make up these deficiencies in a lump-sum
payment. For some borrowers, that reversal constitutes their last gasp, as their increased
indebtedness and tarnished credit rating preclude them from qualifying for a private-sector
proprietary loan modification program which might have helped them retain their home.

In addition to its high cost and poor track record, HAMP has also been plagued by poor
administration and resistance to proper oversight since its inception, placing taxpayers at risk.
For example, the Government Accountability Office (GAO) has cited the Treasury Department
for not having “fully implemented all of our prior recommendations to increase the transparency,
accountability, and consistency of the program.” The Congressional Oversight Panel for TARP
has noted that “despite repeated urgings from the Panel, Treasury has failed to collect and
analyze data that would explain HAMP’s shortcomings, and it does not even have a way to



collect data for many of HAMP’s add-on programs.” The SIGTARP has added that HAMP “has
been beset by problems from the outset and, despite frequent retooling, continues to fall
dramatically short of any meaningful standard of success.”

HAMP, for all its good intentions, has thus far impeded the recovery of the housing
market and prolonged economic uncertainty. Enacting Subtitle B would not only end this costly,
ineffective, injurious, and poorly run program, according to the CBO it would also achieve
savings for the purposes of deficit reduction of $617 million in FY 2012-13, $2.624 billion in FY
2012-17, and $2.838 billion in FY 2012-22.

Subtitle C — Bureau of Consumer Financial Protection

Title X of the Dodd-Frank Act created the CFPB as an independent agency housed within
the Federal Reserve System, and charged it with regulating “the offering and provision of
consumer financial products or services” under the federal consumer financial laws. The Dodd-
Frank Act authorizes the CFPB to fund itself by drawing money from the Federal Reserve to the
extent the CFPB’s Director deems “necessary.” The Federal Reserve does not oversee the
agency or exercise any authority over it, but the Federal Reserve must transfer to the CFPB
whatever funds its Director requests, up to the following fixed percentages of the Federal
Reserve’s 2009 operating expenses: 11 percent in fiscal year 2012, or $547.8 million; 12 percent
in fiscal year 2013, or $597.6 million; and 12 percent each fiscal year thereafter, subject to
annual adjustments for inflation. These funds—diverted from the Federal Reserve to the
CFPB—would otherwise have been forwarded from the Federal Reserve to the Treasury, where
they could have been used to pay for other expenditures or to reduce the debt.

Given that the CFPB’s funding is not appropriated by Congress, many observers have
raised concerns about the lack of transparency in the CFPB’s funding and expenditures and
Congress’s ability to exercise oversight of the CFPB. In light of these concerns, Subtitle C
would end the direct funding of the CFPB by the Federal Reserve and repealing the Consumer
Financial Protection Fund and the Consumer Financial Civil Penalty Fund. Subtitle C would
subject the CFPB to regular appropriations and authorize an appropriation of $200 million to
fund the CFPB for fiscal years 2012 and 2013. Subtitle C would thus make the CFPB
accountable to Congress and make its funding transparent. Moreover, Subtitle C would achieve
savings for the purposes of deficit reduction of $381 million in FY 2012-13, $2.435 billion in FY
2012-17, and $5.387 billion in FY 2012-22, according to CBO.

Subtitle D — Flood Insurance Reform

Recognizing that the private sector lacked the capacity to manage flood risk, in 1968
Congress created the NFIP to address that risk and ease the burden on taxpayers for flood losses
paid out in the form of post-disaster relief following annual flooding and severe flooding
following hurricanes. The NFIP is administered by the Federal Emergency Management Agency
(FEMA), which is housed in the Department of Homeland Security. The NFIP manages the risk
posed by floods in three ways: (i) identifying flood hazards (ii) managing the use of land in
floodplains (e.g., by establishing land use controls and setting building codes); and (iii) providing
insurance protection. The NFIP plays a crucial role: without the flood insurance provided by the



NFIP, homebuyers or businesses cannot close real estate transactions on properties located in
areas that have been designated as Special Flood Hazard Areas (SFHAsS).

Although the NFIP generated premium income of approximately $3.3 billion in 2010,
those premiums cannot make up for losses that the NFIP sustained in earlier years. The 2005
hurricane season resulted in significant claims against the NFIP, and annual premium income
could not cover them. To pay these claims, the NFIP borrowed from the U.S. Treasury. Before
2005, the NFIP’s borrowing authority was limited by statute to $1.5 billion. To make up the
shortfall that resulted from the 2005 hurricane season, Congress increased the NFIP’s borrowing
authority three times between September 2005 and January 2007, raising it from $1.5 billion to
$20.8 billion. As of February 29, 2012, the NFIP owed $17.775 billion to the U:S. Treasury.

Notwithstanding the importance of the NFIP to those that live and do business in SFHAs,
Congress has not passed a long-term NFIP reauthorization and reform bill since 2004 (P.L. 108-
264). During the 110™ Congress, the House and Senate each passed significant reform measures
but could not agree on final legislation. Since September 2008, the NFIP has been extended on a
short-term basis 16 times. During that same time period, the NFIP’s authorization has lapsed
three times. In 2011, after several short-term extensions and three temporary lapses, Congress
extended the NFIP through May 31, 2012. These short-term extensions and lapses have created
needless uncertainty in the residential and commercial real estate sectors in communities across
the country. Private insurance companies that voluntarily participate in the NFIP find it difficult
to continue participating, given the uncertainty of the NFIP authorization.

Since 2006, the GAO has identified the NFIP as “high-risk” because of inadequate
management and insufficient funds. To reauthorize this much-need program while addressing the
weaknesses that make it difficult for the NFIP to return to solvency, Subtitle D institutes reforms
that will improve the NFIP’s financial stability, reduce the burden on taxpayers, and facilitate the
creation of a private market that eliminates taxpayer risk over the long-term. In addition, the
CBO estimates that Subtitle D would achieve savings for the purposes of deficit reduction of
$880 million in FY 2012-17 and $4.9 billion in FY 2012-22.

Subtitle E — Office of Financial Research

The Dodd-Frank Act established the OFR as an office within the Department of the
Treasury and charged the OFR with supporting the Financial Stability Oversight Council (FSOC)
by collecting information; standardizing the types and formats of data reported and collected;
performing applied research and long-term research; developing tools for risk measurement and
monitoring; and making the results of its activities available to financial regulatory agencies.

Congress does not appropriate the OFR’s funding. Through July 2012, the OFR is
funded by the Federal Reserve. Following that, the OFR will fund itself and the FSOC by
levying assessments on bank holding companies with total consolidated assets of $50 billion or
more and nonbank financial companies supervised by the Federal Reserve. In FY 2011, the
OFR’s total expenses were $14,249,000. In FY 2012, the OFR’s expenses are projected to total
$122,626,000, funded from both transfers from the Federal Reserve and assessments on financial



institutions: $91,742,000 in transfers and $119,000,000 in assessments. In FY 2013, the OFR is
expected to spend $157,745,000 and bring in $168,000,000 in assessments.

The Dodd-Frank Act empowers the OFR to demand “all data necessary” from financial
companies, including banks, hedge funds, private equity firms, and brokerages. Such data would
include sensitive, non-public information such as the identities of counterparties for credit
default swaps, as well as information about individual loans such as interest rate and maturity.
Because much of the information collected by the OFR is likely to be duplicative of information
requested by other financial regulatory agencies, it will drive up compliance costs, which could
further reduce the availability of credit and increase the cost of financial services for businesses
and consumers. The CBO has estimated that Subtitle E would reduce direct spending by $270
million over the next ten years.

HEARINGS
Subtitle A — Orderly Liquidation Fund

On June 14, 2011, the Subcommittee on Financial Institutions and Consumer Credit held
a hearing titled “Does the Dodd-Frank Act End ‘Too Big to Fail’?” This was a two-panel
hearing, and the following witnesses testified:

Panel One

e Mr. Michael H. Krimminger, General Counsel, Federal Deposit Insurance Corporation
e Ms. Christy Romero, Acting Special Inspector General, Office of the Special Inspector
General, Troubled Asset Relief Program

Panel Two

e Mr. Stephen J. Lubben, Daniel J. Moore Professor of Law, Seton Hall University School
of Law
e The Honorable Michael Barr, Professor of Law, University of Michigan Law School

Subtitle B — Home Affordable Modification Program

On March 2, 2011, the Subcommittee on Insurance, Housing and Community
Opportunity held a hearing titled “Legislative Proposals to End Taxpayer Funding for Ineffective
Foreclosure Mitigation Programs.” This was a one-panel hearing, and the following witnesses
testified:

e The Honorable Neil M. Barofsky, Special Inspector General for the Troubled Asset
Relief Program, Office of the Special Inspector General

e The Honorable David Stevens, Assistant Secretary for Housing and Commissioner of the
Federal Housing Administration, Department of Housing and Urban Development



e The Honorable Mercedes M. Méarquez, Assistant Secretary, Community Planning and
Development, Department of Housing and Urban Development

e Mr. Matthew J. Sciré, Director, Financial Markets and Community Investment, U.S.
Government Accountability Office

e Ms. Katie Jones, Analyst in Housing Policy, Congressional Research Service, Library of
Congress

Subtitle C — Bureau of Consumer Financial Protection

The Subcommittee on Financial Institutions and Consumer Credit held a hearing on
March 16, 2011, titled ‘‘Oversight of the Consumer Financial Protection Bureau.”” The sole
witness at this hearing was:

Ms. Elizabeth Warren, Special Advisor to the Secretary of the Treasury for the
Consumer Financial Protection Bureau, Department of the Treasury

On April 6, 2011, the Subcommittee on Financial Institutions and Consumer Credit held
a hearing titled “Legislative Proposals to Improve the Structure of the Consumer Financial
Protection Bureau.” This was a one-panel hearing, and the following witnesses testified:

Ms. Leslie R. Andersen, President and Chief Executive Officer, Bank of Bennington
on behalf of the American Bankers Association

Ms. Lynette W. Smith, President and Chief Executive Officer, Washington Gas Light
FCU on behalf of the National Association of Federal Credit Unions

Mr. Jess Sharp, Executive Director, Center for Capital Markets Competitiveness, U.S.
Chamber of Commerce

Mr. Hilary Shelton, Director, NAACP Washington Bureau and Senior VP for
Advocacy and Policy, NAACP

Mr. Noah H. Wilcox, President and Chief Executive Officer, Grand Rapids State
Bank on behalf of the Independent Community Bankers of America

Mr. Rod Staatz, President and Chief Executive Officer, SECU of Maryland on behalf
of the Credit Union National Association

Mr. Richard Hunt, President, Consumer Bankers Association

Prof. Adam J. Levitin, Georgetown University Law Center

On November 2, 2011, the Subcommittee on Financial Institutions and Consumer Credit
held a hearing titled “The Consumer Financial Protection Bureau: The First 100 Days.” The sole
witness at this hearing was:

Mr. Raj Date, Special Advisor to the Secretary of the Treasury, The Consumer
Financial Protection Bureau



On February 8, 2012, the Subcommittee on Financial Institutions and Consumer Credit
held a hearing titled “Legislative Proposals to Promote Accountability and Transparency at the
Consumer Financial Protection Bureau.” This was a one-panel hearing and the following
witnesses testified:

e Mr. Michael J. Hunter, Chief Operating Officer, American Bankers Association

e Mr. Andrew J. Pincus, Partner, Mayer Brown LLP, on behalf of the US Chamber of
Commerce

e Mr. Chris Stinebert, President and Chief Executive Officer, American Financial
Services Association

e Mr. Arthur E. Wilmarth, Jr., Professor of Law, The George Washington University

On February 15, 2012, the Subcommittee on Oversight and Investigations held a hearing
titled “Budget Hearing—Consumer Financial Protection Bureau.” The sole witness at this
hearing was:

e The Honorable Richard Cordray, The Consumer Financial Protection Bureau

On March 29, 2012, the Committee on Financial Services held a hearing titled “The
Semi-Annual Report of the Consumer Financial Protection Bureau.” The sole witness at this
hearing was:

e The Honorable Richard Cordray, The Consumer Financial Protection Bureau

Subtitle D — Flood Insurance Reform

On March 11, 2011, the Subcommittee on Insurance, Housing and Community
Opportunity held a hearing titled “Legislative Proposals to Reform the National Flood Insurance
Program.” This was a two-panel hearing, and the following witnesses testified:

Panel One

Ms. Orice Williams Brown, Managing Director, Government Accountability Office

e Ms. Sally McConkey, Vice Chair, Association of State Flood Plain Managers and
Manager, Coordinated Hazard Assessment and Mapping Program, Illinois State Water
Survey

Panel Two

e Mr. Stephen Ellis, on behalf of the SmarterSafer Coalition, and Vice President,
Taxpayers for Common Sense, Washington, D.C.

e Mr. Terry Sullivan, Chair, Committee on Flood Insurance, National Association of
REALTORS® and Owner, Sullivan Realty, Spokane, Washington
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e Mr. Spencer Houldin, Chair, Government Affairs Committee, Independent Insurance
Agents and Brokers of America and President, Ericson Insurance Services, Washington
Depot, Connecticut :

Mr. Franklin Nutter, President, Reinsurance Association of America, Washington, D.C.

e Ms. Sandra G. Parrillo, Chair, National Association of Mutual Insurance Companies and
President and CEO of Providence Mutual Fire Insurance Company, Warwick, Rhode
Island

e Ms. Donna Jallick, on behalf of the Property Casualty Insurers Association of America,
and Vice President, Flood Operations, Harleysville Insurance, Harleysville, Pennsylvania

e Mr. Barry Rutenberg, First Vice Chairman, National Association of Home Builders,
Washington, D.C.

On April 1, 2011, the Subcommittee on Insurance, Housing and Community Opportunity
held a hearing titled “Legislative Proposals to Reform the National Flood Insurance Program,
Part I1.” The sole witness at this hearing was:

e The Honorable W. Craig Fugate, Administrator, Federal Emergency Management
Agency.

Subtitle E — Office of Financial Research

On July 14, 2011, the Subcommittee on Oversight and Investigations Credit held a
hearing titled “Oversight of the Office of Financial Research and the Financial Stability
Oversight Council.” This was a two-panel hearing and the following witnesses testified:

Panel One
e The Honorable Richard Berner, Counselor to the Secretary of the Treasury
Panel Two

e Dr. Nassim N. Taleb, Distinguished Professor, New York University Polytechnic
Institute;
Mr. Dilip Krishna, Vice President of Financial Services, Teradata Corporation;
Mr. Alan Paller, Director of Research, SANS Institute;
Dr. John Lietchy, Professor of Marketing and Statistics, Director of the Center for the
Study of Global Financial Stability, Pennsylvania State University

COMMITTEE CONSIDERATION

The Committee on Financial Services met in open session on April 18, 2012, and ordered
the Committee Print of budget reconciliation legislative recommendations of the Committee on
Financial Services, as amended, transmitted to the Committee on the Budget by a record vote of
31 yeas and 26 nays (Record vote no. FC-76).



COMMITTEE VOTES

Clause 3(b) of rule XIII of the Rules of the House of Representatives requires the
Committee to list the record votes on the motion to report legislation and amendments thereto. A
motion by Chairman Bachus to order the Committee Print, as amended, transmitted to the
Committee on the Budget was agreed to by a record vote of 31 yeas and 26 nays (Record vote
no. FC-76). The names of Members voting for and against follow:

Record vote no. FC-76

Representative Aye  Nay Present Representative Aye  Nay Present
Mr. Bachus______........ ) S Mr. Frank (MA)_______._.. S S
Mr. Hensarling__________ S Ms.Waters_______.__.... ... & usseme
Mr. King (NY) _____...._. ) S Mrs. Maloney.________.__. ... X i
Mr.Royce_________....__. X Mr. Gutierrez. ... . X
Mr. Lucas,.__.._.__.____. X o, Ms. Veldzquez.__._____.. ST S
MEPAUL e e MrWatt . .. ) S
MeManzullo e Mr. Ackerman,___.____.__. ... X
MEJONeS e Mr.Sherman___.________. ... ) S
Mrs. Biggert_________._.. ) Mr.Meeks ... ... X o
Mr. Gary G. Miller (CA)____ S Mr.Capuano_______...... .. )
Mrs. Capito______________ X Mr. Hinojosa__.________. e X
Mr. Garrett____.._.._.__. Y Mr.Clay_____ ... U S
Mr. Neugebauer_________. ) S Mrs. McCarthy (NY) ______ e X s
Mr. McHenry____________. X, MrBaca . _______....... . X .
Mr. Campbell__._.____._. Ny e o Mr. Lynch ... e e e
Mrs. Bachmann__________ X ot Mr. Miller (NC) ___________ T S
Mr. McCotter___________. X . Mr. David Scott (GA) _____ e K pmmaes
Mr. McCarthy (CA)___..__ X e Mr.AlGreen(TX)_._..__.. ... X
Mr.Pearce ... ) Mr.Cleaver . ___.____.. ... X .
Mr.Posey_____ ... ) Ms.Moore ___............ ... X .
Mr. Fitzpatrick_______.__. ) S Mr.Bllison_________..._.. ... X oo
Mr. Westmoreland_______. ) Mr.Perlmutter_____._____ ... X
Mr. Luethemeyer_________ X o, Mr. Donnelly __________... SR S
Mr. Huizenga . ________._. X oo, Mr.Carson ____._._._..... ... ) S
Mr.Duffy____ ... ) S Mr. Himes _______....._.. X
Ms. Hayworth______.__._. X o, Mr.Peters ___ ... ) S
Mr. Renacci_.__________. X o, Mr.Carney.._.._.__...... PR SR
Mr.Hurt ... Xt
Mr.Dold____ ... ) G o
Mr. Schweikert_._._.._._. ) S
Mr. Grimm___.__________. X S
Mr. Canseco____.__.._.. X s
Mr. Stivers_____......._. Yo s
Mr. Fincher X

During consideration of the Committee Print by the Committee, the following
amendments were considered:

1. An amendment offered by Ms. Moore, no. 1, to strike Subtitle A, was not agreed to by
a record vote of 23 yeas and 29 nays (Record vote no. FC-69).
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Record vote no. FC-69

Representative Aye  Nay Present Representative Aye  Nay Present
Mr.Bachus____._____.... ... X Mr. Frank (MA)______._.._ ) G —
Mr. Hensarling_________.. ... X Ms. Waters._________._... ) S,
Mr.KingNY) ... ... X o Mrs. Maloney,___._.______ X R R
Mr.Royee._ o .. X Mr. Gutierrez. _______.__._ X .. a2
Mr.Lucas,. ..ol .. X Ms. Veldzquez. ._______... )
Mr.Paul_.__ .. ... I —— MeWatt ) S
Mr. Manzullo,________.___ e __Mr. Ackerman __________. ) S
Mr. Jones_________._..... e, M Sherman. s
Mrs.Biggert . _...... ... X Mr. Meeks,____.__....._. N B
Mr. Gary G. Miller (CA).___ ... X ... Mr.Capuano____________. ) S
Mrs.Capito___ ... ... X ..M Hinojosa_________._.. X
Mr.Garrett ____ ... ... X Mr.Clay_ ... % soecessasea
Mr. Neugebauer ____..... ... X ... Mrs. McCarthy (NY) ______ ) S
Mr. McHenry____________. oM Baca . ), S,
Mr. Campbell ________.... ... X o ML LYNCh e
Mrs.Bachmann_____ ... ..._..._. ) Mr. Miller (NC)________... ) S e
Mr.McCotter _____ ... ... X . Mr. David Scott (GA) ____. X e
Mr. McCarthy (CA).___._.. ... ) S Mr. Al Green (TX)____._.__ ) S
Mr.Pearce. . ... ... X ... MrCleaver______________ )
Mr.Posey ... I (s Ms. Moore ... ) S —
Mr. Fitzpatrick_________.. ........ ) Mr. Ellison____.__........ s ,
Mr. Westmoreland _____ .. .o, Mr. Perlmutter ... .. ) S
Mr. Luetkemeyer ... _._.._.. X, Mr. Donnelly______.._____ X ez
Mr. Huizenga ... ... X Mr.Carson __________._.. X e
MeDuffy_ o . X . Mr. Himes __________..... X o,
Ms.Hayworth________.... __._..... X o, Mr. Peters_____......___. X o
Mr.Remacei________..... ... ) S Mr.Carney_____.......... X cmsiaane
M Hort o, X o
MrDold __ . X,

Mr. Schweikert ... ... X S

Mr.Grimm______ .. ... X
Mr.Canseco ... .. ) QP
Mr. Stivers,___ o . X B
Mr. Fincher X

2. An amendment offered by Mr. Frank and Mr. Gutierrez, no. 2, to impose a $30 billion
special assessment on certain financial institutions to be deposited in a Taxpayer Protection and

Financial Stability Fund, was not agreed to by a record vote of 22 yeas and 33 nays (Record vote
no. FC-70).

Record vote no. FC-70

Representative Aye  Nay Present Representative Aye  Nay Present
Mr.Bachus____._ ... ... ) S Mr. Frank (MA)____....__. ) S
Mr. Hensarling_._..__._.. ... X Ms. Waters,._____________ % cssmnasiaess
M King(NY) ol . X o Mrs. Maloney._____.______ X
MrRoyee. . e . X Mr. Gutierrez._ ... X .
Mr.lueas.__ o .. X Ms. Veldzquez.______.... ) - . —-
Mr.Paul____ .. o Mo Watt X s
Mr. Manzullo,_____.. ... S, . Mr. Ackerman __________ ) S
Mr.Jones___.__.__....... e Mr. Sherman______.___... ) S
Mrs. Biggert___ ... ... X .. Mr.Meeks ... ) ST
Mr. Gary G. Miller (CA)Y__. ... X Mr. Capuano_______._._.. X
Mrs.Capito___ ... .. X Mr. Hinojosa_____.._..... X S
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Record vote no. FC-70

Representative Ave  Nay Present Representative Aye  Nay Present

Mr.Garrett_____ . .. | S Mr.Clay ... ) S
Mr. Neugebaver.____.__._ ... X . Mrs. McCarthy (NY) ______ X senenomees
Mr.McHenry e, Mr.Baca ._..___.__....... ) QP
Mr.Campbell_____.__.... ... X L T
Mrs. Bachmann._____.._ ... X Mr. Miller (NC)_________._ ) S
Mr. McCotter ... .. X . Mr. David Scott (GA) ____. ) QT
Mr. McCarthy (CA)_____._ ... X Mr. Al Green (TX)___.__._. ) S
Mr.Pearce. .o .. X . Mr.Cleaver __._________. ) S
M POSeY s . X .. Ms. Moore____.____.____. X icamassas
Mr. Fitzpatrick___________ ... X Mr. Ellison________._..__. ¥ msscciiosma
Mr. Westmoreland______._ o Mr.Perlmutter____.__.... ... X -
Mr. Luetkemeyer___.__.._ ... ) Mr.Domnmelly________..... ... ) S
Mr. Huizenga_______.... ... X Mr.Carson _______.___... X ssaamsensn
MrDuffy . . X Mr.Himes ... . X .
Ms. Hayworth________ ... ... X Mr. Peters.____ ... X o
Mr.Renacei_.__.._.._... ... | S Mr.Carney.____.___...... . )
MrHutt ... X .
MrDold ... ... ) Qe
Mr. Schweikert___ ... ... X ..
Me.Grimm____ . . X
Mr.Canseco .. ... e, )
Mr. Stivers,__________._.. ... )
Mr. Fincher X

3. An amendment offered by Mrs. Maloney, no. 3, to strike Subtitle C, was not agreed to
by a record vote of 26 yeas and 29 nays (Record vote no. FC-71).

Record vote no. FC-71

Representative Ave  Nay Present Representative Aye  Nay Present
Mr.Bachus_____......... ... X Mr. Frank (MA).______.... X,
Mr. Hensarling_____._.... ... X . Ms. Waters,_______..._... X e e
Mr.King(NY)_ ... ... X . Mrs. Maloney, . ... X e
Mr.Royee.. ... ... X Mr. Gutierrez .. _..__.____ X e
Mr.lucas._ . . . X Ms. Veldzquez ______..... X oo
MU e MrWatt . ) QR ——
MrManzullo, e Mr. Ackerman _____...._. X - .
Mr.Jones____.__._.___..... e M Sherman . ) S
Mrs. Biggert _____..._... e X Mr. Meeks,_.________._... X niemeas
Mr. Gary G. Miller (CA)._.. ... X oo Mr. Capuano_____________ ),
Mrs.Capito___ ... ... ) Mr. Hinojosa_____._.._... ) S
Mr.Garrett ___ .. ... X Mr.Clay____ . ... X .
Mr. Neugebaver ___..__._ ... X o Mrs. McCarthy (NY) ______ X o
M MeHeNTY e Mr.Baca ... ... ) S
Mr.Campbell________.... ... X M LGN e
Mrs. Bachmann_______._.. _....._. X Mr. Miller (NCY____._._.._ X oo B
Mr. McCotter_______...._ ... X o Mr. David Scott (GA) .___. .
Mr. McCarthy (CA). ... ... X Mr. Al Green (TX)____..... X [
Mr.Pearce.. . ... .. X Mr. Cleaver __.__.___.._. X
Mr.Posey. .. . X Ms. Moore ______ ... .
Mr. Fitzpatrick_______..... _....... X o Mr.Ellison__________..... ) G —
Mr. Westmoreland _____ . s Mr. Perlmutter ... ) S
Mr. Luetkemeyer _________ ... X Mr. Donnelly_________.._. X I
Mr.Huizenga ___.____ ... ... X o, Mr.Carson ... ) s
MeDuffy . ... X ... MrHimes_________._._. ) O —
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Record vote no. FC-71

Representative Aye  Nay Present Representative Aye  Nay Present
Ms. Hayworth_______ ... ... X Mr.Peters __ . ........_. X i p—
Mr.Renacci__ ... . ) S Mr. Carney..__.___._..... ) S ——
MrHut .. ) S
MrDold ... .. ) S
Mr. Schweikert .. ... )
Mr.Grimm____ ool . ) S
Mr.Canseco . ... ... | S
Mr.Stivers._____._____._ ... ) S
Mr.Fincher, ... ... )

4. An amendment offered by Mr. Frank, no. 4, to fund the Federal Reserve’s non-
monetary policy functions through Congressional appropriations, was not agreed to by a record
vote of 24 yeas and 33 nays (Record vote no. FC-72).

Record vote no. FC-72

Representative Aye  Nay Present Representative Ave  Nay Present
Mr.Bachus_._ ... ... X o, Mr. Frank (MA)_____...... ) ——
Mr.Hensarling.______.___ ... X . Ms. Waters______.__._.._ ) S
Mr.King(NY) ... ... X . Mrs. Maloney, ___.________ X
Mr.Royee. . . il . X Mr. Gutierrez____......__. ) S
Mr.lueas._ . . ol .. X o Ms. Veldzquez ... ) S
M. Paulscic iz e Mr.Watt . ) S
Mr.Manzullo_ et Mr. Ackerman ________... ) S,
Mr.jomes . o Mr.Sherman_____________ ) QT <
Mrs. Biggert____ ... ... ) Mr. Meeks______......__ ) S
Mr. Gary G. Miller (CA)._..  ........ X ... Mr. Capuano___________.. ) S
Mrs. Capito__________.... ... ) S Mr. Hinojosa_________._.. ) I —
Mr.Garrett o ... X Mr.Clay__ .. ) . .
Mr. Neugebaver _______.. ... ) Mrs. McCarthy (NY) ______ ) S
Mr.McHenry_________.... ... X Mr.Baca ... ) S
Mr.Campbell________.... ... X . M Lyneh
Mrs. Bachmann______._.. _....._. Yo o2 Mr. Miller (NC)______.._.. ) S
Mr. McCotter ... ... ) Mr. David Scott (GA) _____ X s
Mr. McCarthy (CA)___._.. ... X .. Mr. Al Green (TX)_______.. ) S
Mr.Pearce. ... ... X ... Mr.Cleaver _.______.__.. X mmmmpemsesoon
Mr.Posey_ i .. X Ms. Moore ... )
Mr. Fitzpatrick____.__._.. _.._..... X Mr. Ellison_______......_. X R
Mr. Westmoreland______. X o Mr. Perlmutter_________._ ) S
Mr. Luetkemeyer____ ... ... X . Mr.Dommelly__________... ... ' ST
Mr.Huizenga_ ... ... ... X Mr.Carson ______.____... X . e
Mr.Duffy___ o . X Mr.Himes . ... .. ) S
Ms.Hayworth_________... ... ) S Mr.Peters___ el . )
Mr.Renacci________..... ... X . Mr.Carney_______.__..... o X ez
MrHURt e . ) SR—
Mr.Dold ____ ... ... X oo,
Mr. Schweikert _____ ... ... X ..
Mr.Grimm_______ ... ... ) S
Mr.Canseco ______ ... ... )
Mr. Stivers.___ ... X
Mr. Fincher X

................................
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5. An amendment offered by Mr. Miller of N.C., no. 5, to fund the Office of the
Comptroller of the Currency through Congressional appropriations, was not agreed to by a
record vote of 22 yeas and 35 nays (Record vote no. FC-73).

Record vote no. FC-73

Representative Aye  Nay Present Representative Aye  Nay Present
Mr.Bachus. . ...___..._ ... X Mr. Frank (MA)_____.____. ), S
Mr. Hensarling______..... ... X Ms. Waters,_____________. X T
MrKing(NY) ... . X Mrs. Maloney, __________.. ) Qe
Mr.Royee. ... ..o ... X Mr. Gutierrez._____.____._ ) S
Mr.Llucas ... el X Ms. Veldzquez _____.____. ) S
O MeWatt . . g P
MrManzullo.___ . Mr. Ackerman __________. X e
ML JOMBS i iciies.  Sassssssiesas o Mr. Sherman_______.____. ) S
Mrs. Biggert . ... .. X Mr. Meeks,_____._......_.. ) S .
Mr. Gary G. Miller (CA)._._ ... X o, Mr. Capuano__________._. % mmwosesoo
Mrs. Capito________..... ... X o Mr. Hinojosa__________.__ X esecsscsas
Mr.Garrett ... .. X Mr.Clay_____ ... ) S S
Mr. Neugebauer..____._._ ... X Mrs. McCarthy (NY) ______ X RO
Mr.MeHenry___ oo . X Mr.Baca __________._.__. X :
Mr.Campbell____._...... ... X Mr. Lynch ________....... R
Mrs. Bachmann,_______._ ... X ... Mr. Miller (NC)________._. X s
Mr.McCotter ... ... ) S Mr. David Scott (GA) ____. ) QY
Mr. McCarthy (CA)..._____ e X Mr. Al Green (TX)___.____. X e
Mr. Pearce_______.._.__._. e SE— Mr.Cleaver ______.._.__. X S
Mr.Posey. . .. ) S Ms.Moore__________..... e ) S
Mr. Fitzpatrick_______.... ... X e Mr.Ellison_________._..__ X wmpomesscuass
Mr. Westmoreland _______ X o Mr.Perlmutter_._______. ... X
Mr. Luetkemeyer ... ... X Mr.Domnelly___._..._.... ... X A
Mr. Huizenga________.._. X Mr. Carson ____________.. )
MrDuffy . . X . Mr.Himes ... .. ) Qe
Ms.Hayworth_____._..... ___..... X Mr.Peters__ . X
Mr.Renacci___ ... .. X o, Mr.Carney______......... ... X .
MeHurt . ) S
MeDold, .. .. . X o
Mr. Schweikert__.___ ... ... Y cmsess
Mr.Grimm___ . .. X .
Mr.Canseco ... ... X o
Mr. Stivers.________..... X oo,
Mr. Fincher X

6. An amendment offered by Mr. Miller of N.C., no. 8, to establish a fund, paid for by
certain financial institutions, to cover costs that Fannie Mae and Freddie Mac may incur in
connection with mortgages they own or guarantee and which they purchased from an
“underperforming” servicer, was not agreed to by a record vote of 21 yeas and 36 nays (Record
vote no. FC-74).

Record vote no. FC-74
Representative Ave  Nay Present Representative Aye  Nay Present
Mr.Bachus_________...... _....... ) S Mr. Frank (MA)__._....__. X e
Mr.Hensarling.__________ ... ) S Ms. Waters,________._._. X s
Mr.KingNY) __ ... ... X o, Mrs. Maloney.________.__. ) S
Mr.Royce . .ol .. X Mr. Gutierrez___.._._.___ ) G
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Record vote no. FC-74

Representative Aye  Nay Present Representative Aye  Nay Present
Mrlucas_ . ... e £ s Ms. Veldzquez ._.._...... ) QTS
1 11| _Mr. Watt X . i
M Manzullo. e Mr. Ackerman __________. ) S
Mr. Jones_............. ommeennnnoo Mr.Sherman___________.. X e
Mrs. Biggert ... ...  —— Mr. Meeks. ... X
Mr. Gary G. Miller (CA)..__ - S Mr. Capuano,____._..___.. ) S
Mrs. Capito______.._.... e X Mr. Hinojosa____________. X o
Mr.Gareett . ... Mr.Clay___..__ o ) T
Mr. Neugebauer_____ ... ...._._. | ———— Mrs. McCarthy (NY) .____. ) (T
Mr.McHenry_ ... . X ... MrBaca_ ... ), S
Mr. Campbell_____...... ... A 75 L 1 I e oo ks
Mrs. Bachmann_______.___ ... e Mr. Miller (NC)__.____._.. ) ",
Mr. McCotter ... % ... Mr. David Scott (GA) ____. ) S
Mr. McCarthy (CA)Y.____.. ... ) S Mr. Al Green (TX)_.._..... ) SR
Mr. Pearce, X Mr.Cleaver _____._._.... X smicniwai
MrPOSBY . ol e X L X -
Mr. Fitzpatrick________... ........ ) S MEEISON ..ol e X
Mr. Westmoreland ._____. .. X o Mr.Perimutter__________. ... )
Mr. Luetkemeyer .. ... X o Mr. Donnelly____.._..__.. oz X aemas
Mr.Huizenga ... ... X Mr.Carson ...  eeens ) S
Mr.Duffy ... e X Mr. Himes ... X e
Ms. Hayworth____ ... ... X Mr.Peters ... P
Mr.Renacei.___.__...... ... X Mr.Carney._..._......... B icsiavesssaia
MeHut . . ) S
MeDold . X
Mr. Schweikert, ... ... | S
Mr, Grimm___________._._. . ) S
Mr.Canseco ... ... X
Mr.Stivers._ ... ... X o
Mr.Fincher ... ... X

7. An amendment offered by Mr. Miller of N.C., no. 12, to define breaches of
representations and warranties made in connection with the sale of a mortgage asset to Fannie
Mae and Freddie Mac as violations of the False Claims Act, was not agreed to by a record vote
of 26 yeas and 31 nays (Record vote no. FC-75).

Record vote no. FC-75

Representative Aye  Nay Present Representative Aye  Nay Present
Mr.Bachus.___ . ... ... X o Mr. Frank (MA).________.. ) e
Mr. Hensarling_________.. _._..... X Ms. Waters,___._____._... ) e ——
Mr.King(NY) ... . X Mrs. Maloney ______..____ X oo,
Mr.Royce, el e X .. Mr. Gutierrez._______...__ X I
Mr.lucas. .. o .. ) S Ms. Veldzquez .________.. X e
M PaUl e Mr.Watt ____ . ) S
Mr.Manzullo e Mr. Ackerman ______...__ ) S
ME JONeS e eeae Mr. Sherman______._.____ X I
Mrs.Biggert ... ... X Mr. Meeks._______.____... X S
Mr. Gary G. Miller (CA).__.. ... X o Mr. Capuano,________.... X o
Mrs. Capito______........ ... ) S Mr. Hinojosa___._.._.___. ) S
Mr. Garrett ... X Mr.Clay_ ... X .
Mr. Neugebauer._____..._ ... ) S Mrs. McCarthy (NY) _.____ ) S
Mr.McHenry________..... ... X . Mr.Baca . __ . ___...... X e,
Mr. Campbell_______._... ... X . Mr. Lynch___. ... ) e,
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Record vote no. FC-75

Representative Aye  Nay Present Representative Ave  Nay Present
Mrs. Bachmann.________. ... ) S Mr. Miller (NC)_______..._ X
Mr.MeCotter ... .. ) Mr. David Scott (GA) ____. X
Mr. McCarthy (CAY.______ ... X Mr. Al Green (TX).__.__... S,
Mr.Pearce. ... . X . Mr. Cleaver __.._..______ R i
Mr.Posey .. ... .. ) Ms. Moore _______._...__. R cassesmnes
Mr. Fitzpatrick__...____. ... X . Mr. Ellison__________...__ X
Mr. Westmoreland_____._ ... X . Mr. Perlmutter___________ X .
Mr. Luetkemeyer _______. ... ) S Mr. Donnelly______.__.... X
Mr.Huizenga_._ ... ... ) S Mr. Carson ____....__.... X
MeDuffy. o X o, Mr. Himes __________._._. ) S
Ms.Hayworth_____.._._.. ... X Mr.Peters___________....
Mr.Renacci_______ ... ... X . Mr.Carney_____._._._.___ & s
MrHut, . . X
Mr.Dold___ oo . X
Mr. Schweikert, _.________ ... X
Me.Grimm_____ .. .. X
Mr.Canseco ... ... ) Qe —
Mr.Stivers.. ... . ) G
Mr. Fincher X

...............................

The following amendments were also considered by the Committee:

1. An amendment offered by Mr. Perlmutter and Mrs. McCarthy, no. 6, to reauthorize
the Export-Import Bank of the United States, was offered and withdrawn.

2. An amendment offered by Mr. Canseco, no. 7, to repeal Title I, Subtitle B of the
Dodd-Frank Act, which established the Office of Financial Research, was agreed to by voice
vote.

3. An amendment offered by Mr. Miller of N.C., no. 9, to prohibit mortgage servicers
and their affiliates from owning or holding interests in mortgage loans secured by the same
property that is subject to the mortgage loan serviced by the servicer, was ruled non-germane.

4. An amendment offered by Mr. Perlmutter, no. 10, to legalize, license, and regulate
Internet gambling, was offered and withdrawn.

5. An amendment offered by Mr. Miller of N.C., no. 11, to authorize the Federal
Housing Finance Authority to acquire certain second mortgages by right of eminent domain, was
offered and withdrawn.

CONSTITUTIONAL AUTHORITY STATEMENT

Subtitle A — Orderly Liquidation Fund
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Congress has the power to enact this legislation pursuant to the following: Clause 3 of
Section 8 of Article I of the Constitution, under which Congress has the power to regulate
commerce among the states.

Subtitle B — Home Affordable Modification Program

Congress has the power to enact this legislation pursuant to the following: Clause 3 of
Section 8 of Article I of the Constitution, under which Congress has the power to regulate
commerce among the states.

Subtitle C — Bureau of Consumer Financial Protection

Congress has the power to enact this legislation pursuant to the following: Clause 3 of
Section 8 of Article I of the Constitution, under which Congress has the power to regulate
commerce among the states.

Subtitle D — Flood Insurance Reform
Congress has the power to enact this legislation pursuant to the following: Clause 3 of
Section 8 of Article I of the Constitution, under which Congress has the power to regulate

commerce among the states; and Clause 1 of Section 8 of Article I of the Constitution, under
which Congress has the power relating to the general welfare of the United States.

Subtitle E — Office of Financial Research

Congress has the power to enact this legislation pursuant to the following: Clause 3 of
Section 8 of Article I of the Constitution, under which Congress has the power to regulate
commerce among the states.

COMMITTEE OVERSIGHT FINDINGS

Pursuant to clause 3(c)(1) of rule XIII of the Rules of the House of Representatives, the
Committee has held hearings and made findings that are reflected in this report.

PERFORMANCE GOALS AND OBJECTIVES
Subtitle A — Orderly Liquidation Fund
Pursuant to clause 3(c)(4) of rule XIII of the Rules of the House of Representatives, the
Committee establishes the following performance related goals and objectives for this

legislation:

The objective of this Subtitle is to repeal the Title II of the Dodd-Frank Act, which would
reduce direct spending by $22 billion, according to CBO.

Subtitle B— Home Affordable Modification Program
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Pursuant to clause 3(c)(4) of rule XIII of the Rules of the House of Representatives, the
Committee establishes the following performance related goals and objectives for this
legislation:

The objective of this Subtitle is to terminate the authority of the Treasury Department to
provide new assistance to homeowners under HAMP under Title I of the Emergency Economic
Stabilization Act (12 U.S.C. 5230), while preserving any assistance already provided to HAMP
participants on a permanent or trial basis. Enactment of these provisions would reduce direct
spending by $2.838 billion over ten years, according to CBO.

Subtitle C — Bureau of Consumer Financial Protection

Pursuant to clause 3(c)(4) of rule XIII of the Rules of the House of Representatives, the
Committee establishes the following performance related goals and objectives for this
legislation:

The objective of this Subtitle is to eliminate direct funding of the CFPB by the Federal
Reserve and instead recommend that the CFPB be subjected to the annual Congressional
appropriations process. The provisions of this Subtitle would also authorize $200 million to be
appropriated to fund the CFPB for fiscal years 2012 and 2013, and would repeal the Consumer
Financial Protection Fund and the Consumer Financial Civil Penalty Fund. Enactment of these
provisions would reduce direct spending by $5.387 billion over ten years, according to CBO.

Subtitle D — Flood Insurance Reform

Pursuant to clause 3(c)(4) of rule XIII of the Rules of the House of Representatives, the
Committee establishes the following performance related goals and objectives for this
legislation:

The objective of this Subtitle is to reauthorize the NFIP through September 30, 2016, and
amend the National Flood Insurance Act to ensure the immediate and near-term fiscal and
administrative health of the NFIP. The provisions of this Subtitle also ensure the NFIP’s
continued viability by encouraging broader participation in the program, increasing financial
accountability, eliminating unnecessary rate subsidies, and updating the program to meet the
needs of the 21st century. The key provisions of Subtitle D include: (1) a five-year
reauthorization of the NFIP; (2) a three-year delay in the mandatory purchase requirement for
certain properties in newly designated Special Flood Hazard Areas (SFHAs); (3) a phase-in of
full-risk, actuarial rates for areas newly designated as Special Flood Hazard; (4) a reinstatement
of the Technical Mapping Advisory Council; and (5) an emphasis on greater private sector
participation in providing flood insurance coverage. Enactment of these provisions would
reduce direct spending by $4.9 billion over ten years, according to CBO.

Subtitle E — Office of Financial Research
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Pursuant to clause 3(c)(4) of rule XIII of the Rules of the House of Representatives, the
Committee establishes the following performance related goals and objectives for this
legislation:

The objective of this Subtitle is to eliminate the OFR, an office within the Department of
the Treasury established by the Dodd-Frank Act. According to CBO, eliminating the OFR
would reduce direct spending by approximately $270 million over the next ten years.

NEW BUDGET AUTHORITY, ENTITLEMENT AUTHORITY, AND TAX
EXPENDITURES

In compliance with clause 3(c)(2) of rule XIII of the Rules of the House of
Representatives, the Committee adopts as its own the estimate of new budget authority,
entitlement authority, or tax expenditures or revenues contained in the cost estimate prepared by
the Director of the Congressional Budget Office pursuant to section 402 of the Congressional
Budget Act of 1974.

COMMITTEE COST ESTIMATE

The Committee adopts as its own the cost estimate prepared by the Director of the
Congressional Budget Office pursuant to section 402 of the Congressional Budget Act of 1974,

CONGRESSIONAL BUDGET OFFICE ESTIMATE

Pursuant to clause 3(c)(3) of rule XIII of the Rules of the House of Representatives, the
following is the cost estimate provided by the Congressional Budget Office pursuant to section
402 of the Congressional Budget Act of 1974:

[Please see attached CBO Estimate]
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COST ESTIMATE

(b\ CONGRESSIONAL BUDGET OFFICE

April 24,2012

Reconciliation Recommendations of the
House Committee on Financial Services

As approved by the House Committee on Financial Services on April 18, 2012

SUMMARY

H. Con. Res. 112, the Concurrent Budget Resolution for fiscal year 2013, as passed by the
House of Representatives on March 29, 2012, instructed several committees of the House
to recommend legislative changes that would reduce deficits over the 2012-2022 period.
As part of this process, the House Committee on Financial Services was instructed to
recommend changes to current law that would reduce the deficit by $29.8 billion for fiscal
years 2012 through 2022.

CBO estimates that the reconciliation recommendations approved by the Committee on
Financial Services on April 18, 2012, would reduce direct spending by $40.9 billion and
revenues by $10.6 billion over the over the 2012-2022 period, assuming enactment on or
near October 1, 2012. Taken together, CBO estimates that enacting the recommendations
would reduce budget deficits by $30.4 billion over the 2012-2022 period, assuming
enactment on or near October 1, 2012.

In addition, the Chairman of the House Committee on the Budget has directed CBO to
prepare estimates assuming a July 1, 2012, enactment date for this year’s reconciliation
proposals. If the legislation were enacted by that earlier date, some of the Financial
Services Committee’s recommendations would result in greater budgetary savings than
those estimated assuming an October 1 enactment date. Under the alternative assumption
of a July 1 enactment date, CBO estimates that the Financial Services proposals would
reduce deficits by $4.4 billion over the 2012-2013 period and $31.1 billion over the
2012-2022 period.

The committee’s recommendations would make the following changes:

e Subtitle A would repeal the authority provided to the Federal Deposit Insurance
Corporation (FDIC) in the Dodd-Frank Wall Street Reform and Consumer
Protection Act (Public Law 111-203) to liquidate large, systemically important
financial companies in default or in danger of default.



e Subtitle B would terminate the authority of the Secretary of the Treasury to provide
new assistance under the Home Affordable Modification Program (HAMP).

o Subtitle C would terminate transfers of funds from the Federal Reserve for expenses
of the Bureau of Consumer Financial Protection (CFPB) and authorize
appropriations for the CFPB for fiscal years 2012 and 2013.

o Subtitle D would reauthorize the National Flood Insurance Program (NFIP) of the
Federal Emergency Management Agency (FEMA) through 2016 and amend the
program to increase premiums charged to certain policyholders.

e Subtitle E would eliminate the Office of Financial Research (OFR), established in
the Dodd-Frank Wall Street Reform and Consumer Protection Act.

In addition to the changes in direct spending and revenues, CBO estimates that
implementing the committee’s recommendations would cost $766 million over the
2012-2017 period, assuming appropriation of the necessary amounts. That estimate
includes funding for the CFPB, the Financial Stability Oversight Council, and flood
mapping and mitigation efforts under the National Flood Insurance Program (NFIP).

The legislation would impose intergovernmental and private-sector mandates, as defined
in the Unfunded Mandates Reform Act (UMRA), on public and private mortgage lenders.
Because the mandates would require only small changes in existing industry practice, CBO
expects the cost to comply with the mandates would be small relative to the annual
thresholds established in UMRA for intergovernmental and private-sector mandates

($73 million and $146 million in 2012, respectively, adjusted annually for inflation).

ESTIMATED COST TO THE FEDERAL GOVERNMENT

The estimated impact on direct spending and revenues of the recommendations of the
House Committee on Financial Services is shown in the following tables. Table 1
summarizes those effects assuming that the committee recommendations are enacted
around October 1, 2012, and Table 2 displays the budgetary impact assuming those
recommendations are enacted by July 1, 2012. (Potential effects on discretionary spending
are not shown in Tables 1 and 2, but those effects are mentioned in a footnote in each
table.) The spending effects of this legislation fall within budget functions 370 (commerce
and housing credit) and 450 (community and regional development).



Table 1. Effects on Direct Spending and Revenues for Reconciliation Recommendations of the House Committee on
Financial Services, as approved by the Committee on April 18, 2012, assuming enactment around October 1, 2012

By Fiscal Year, in Millions of Dollars

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

2012-  2012-
2022 2017 2022

CHANGES IN DIRECT SPENDING ASSUMING ENACTMENT AROUND OCTOBER 1, 2012 *

Orderly Liquidation Authority
Estimated Budget Authority 0 -2,350 -3,365 -3,725 -3,360 -2,745 -2,985 -3,180 -3,370 -3,536

Estimated Outlays 0 -2,350 -3,365 -3,725 -3,360 -2,745 -2,985 -3,180 -3,370 -3,536
Home Affordable Modification
Program
Estimated Budget Authority 0 -414 -573 428  -351 297 202 -6 0 0
Estimated Outlays 0 414 -573 -428 -351 297 202 -6 0 0
Bureau of Consumer Financial
Protection
Estimated Budget Authority 0 448 495 -509 -524 -539 -557 575 -593 61l
Estimated Outlays 0 -381 488 -507 -522 -537 -554 572 -590 -608
National Flood Insurance Program
Estimated Budget Authority 0 0 -60  -150 210 0 0 0 0 0
Estimated Outlays 0 0 -60  -150 210 0 0 0 0 0

Office of Financial Research
Estimated Budget Authority 0 -1 93 -95 -97 99 -101 -103 -105 -107

Estimated Outlays 0 -62 -93 -95 -97 99  -101 -103  -105  -107
Total Changes
Estimated Budget Authority 0 -3,283 4,586 4,907 -4,122 -3,680 -3,845 -3,864 4,068 -4,254
Estimated Outlays 0 -3,207 4,579 -4905 4,120 -3,678 -3,842 -3,861 4,065 -4251
CHANGES IN REVENUES ASSUMING ENACTMENT AROUND OCTOBER 1, 2012
Orderly Liquidation Authority 0 0 -180 405 -645 -905 -1,135 -1,355 -1,570 -1,770
Office of Financial Research 0 67 68 69 70 11 =12 =73 -74 =75
Total Changes 0 67 248 474 715 976 -1,207 -1,428 -1,644 -1,845

NET DEFICIT REDUCTION (-) ASSUMING ENACTMENT OF DIRECT SPENDING
AND REVENUE CHANGES AROUND OCTOBER 1, 2012

Net Effect on Deficit 0 -3,140 4,331 -4,431 -3,405 -2,702 -2,635 -2,433 -2,421 -2,406
Memorandum:
Change in Net Income to the
National Flood Insurance Program °
Estimated Budget Authority 0 0 60 150 265 405 580 775 830 890
Estimated Qutlays 0 0 60 150 265 405 580 775 830 890

-3,704 -15,545 -32,320
-3,704 -15,545 -32,320

0 -2,063 -2,271
0 -2,063 -2271

-631 -2,515 -5,482
-628 -2,435 -5,387

-108 455 979
-108 446  -970

-4,443 -20,578 -41,052
4,440 -20,489 40,948

-1,905 -2,135 -9,870

-76 345 _-715

-1,981 -2,480 -10,585

-2,459 -18,009 -30,363

945 880 4,900
945 880 4,900

Note:  Estimates are relative to CBO’s March 2012 baseline; components may not sum to totals because of rounding.

a. Inaddition, CBO estimates that implementing the Financial Services Committee’s recommendations would cost $766 million over the
2012-2017 period, assuming appropriation of the necessary amounts. That estimate includes funding for the Bureau of Consumer Financial
Protection, the Financial Stability Oversight Council, and for mapping and mitigation efforts under the National Flood Insurance Program.

b. The proposed language would raise premiums for certain subsidized flood insurance policies, increasing net income to the National Flood
Insurance Program by $4.9 billion. However, because many policies would continue to be subsidized and the program would continue to face
significant interest costs for borrowing over the past decade, CBO expects that additional receipts collected under this legislation would be

spent to cover future program shortfalls, resulting in no net effect on the budget over the 2012-2022 period.




Table 2. Effects on Direct Spending and Revenues from Reconciliation Recommendations of the House Committee on
Financial Services, as approved by the Committee on April 18, 2012, assuming enactment by July 1, 2012, as

directed by the Chairman of the House Committee on the Budget

By Fiscal Year, in Millions of Dollars

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

2012-  2012-
2017 2022

CHANGES IN DIRECT SPENDING ASSUMING ENACTMENT BY JULY 1, 2012°

Orderly Liquidation Authority
Estimated Budget Authority ~ -585 -2,838 -3,046 -3,550 -3,270 -2,756 -2,990 -3,185 -3,375 -3,540 -3,705

Estimated Outlays -585 2,838 -3,046 -3,550 -3,270 -2,756 -2,990 -3,185 -3,375 -3,540 -3,705
Home Affordable Modification
Program
Estimated Budget Authority 0 -617 -687 -522 427 371  -209 -6 0 0 0
Estimated Outlays 0 -617 -687 -522 427 371 -209 -6 0 0 0
Bureau of Consumer Financial
Protection
Estimated Budget Authority 0 448 -495 509 -524 -539 557 575 593 -611  -631
Estimated Outlays 0 -381 488 -507 -522 -537 -554 -572  -590 -608  -628
National Flood Insurance Program
Estimated Budget Authority 0 0 -60  -150 210 0 0 0 0 0 0
Estimated Outlays 0 0 -60  -150 210 0 0 0 0 0 0

Office of Financial Research
Estimated Budget Authority 0 91 -93 -95 -97 99  -101 -103 -105 -107 -108
Estimated Outlays 0 -74 -93 -95 -97 99 -101 -103 -105 -107 -108

Total Changes

-16,045 -32,840
-16,045 -32,840

-2,624 -2,839
-2,624 -2,839

-2,515 -5,482

-2,435 -5,387

-475 =999
458  -982

Estimated Budget Authority -585 -3,994 -4,381 4,826 -4,108 -3,765 -3,857 -3,869 4,073 4,258 -4444 -21,659 42,160
Estimated Outlays -585 3,910 4,374 4,824 -4,106 -3,763 -3,854 -3,866 -4,070 4,255 -4,441 -21,562 42,048

CHANGES IN REVENUES ASSUMING ENACTMENT BY JULY 1, 2012

Orderly Liquidation Authority 0 35 230 455 690  -940 -1,175 -1,390 -1,600 -1,785 -1,920
Office of Financial Research -15 67 68 69 70 _-71 -72 -73 -74 -75 -7
Total Changes -15 -102 -298  -524  -760 -1,011 -1,247 -1,463 -1,674 -1,860 -1,996

NET DEFICIT REDUCTIONS (-) ASSUMING ENACTMENT OF DIRECT SPENDING
AND REVENUE CHANGES BY JULY 1, 2012

Net Effect on Deficit -570 -3,808 -4,076 4,300 -3,346 -2,752 2,607 -2403 -2,396 -2,395 -2,445
Memeorandum:
Change in Net Income to the
National Flood Insurance Program °
Estimated Budget Authority 0 0 60 150 265 405 580 775 830 890 945
Estimated Outlays 0 0 60 150 265 405 580 775 830 890 945

-2,350 -10,220
-360 __-730

-2,710 -10,950

-18,852 -31,098

880 4,900
880 4,900

Note:  Components may not sum to totals because of rounding.

a. In addition, CBO estimates that implementing the Financial Services Committee’s recommendations would cost $766 million over the
2012-2017 period, assuming appropriation of the necessary amounts. That estimate includes funding for the Bureau of Consumer Financial
Protection, the Financial Stability Oversight Council, and for mapping and mitigation efforts under the National Flood Insurance Program.

b. The proposed language would raise premiums for certain subsidized flood insurance policies, increasing net income to the National Flood
Insurance Program by $4.9 billion. However, because many policies would continue to be subsidized and the program would continue to face
significant interest costs for borrowing over the past decade, CBO expects that additional receipts collected under this legislation would be

spent to cover future program shortfalls, resulting in no net effect on the budget over the 2012-2022 period.
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BASIS OF ESTIMATE

For the purposes of this estimate, CBO assumes the recommendations will be enacted on or
near October 1, 2012, as shown in Table 1. As directed by the Chairman of the House
Committee on the Budget, CBO has also prepared a set of estimates based on the
assumption that the recommendations are enacted by July 1, 2012. Those estimates are
shown in Table 2.

Changes in Direct Spending and Revenues

Five provisions in the committee’s recommendations would reduce direct spending by
$40.9 billion over the over the 2012-2022 period, assuming enactment around October 1,
2012, and by $42.0 billion over that period, assuming enactment by July 1, 2012.

Orderly Liquidation Authority. Subtitle A would repeal the authority of the FDIC to
liquidate large, systemically important financial companies (excluding insured depository
institutions, which can be resolved using other authorities of the agency) that are in default
or in danger of default.

Under current law, if a financial company is determined to be in default or in danger of
default and if its liquidation under applicable federal and state bankruptcy laws would have
a significant impact on the nation’s financial stability, the FDIC may be appointed as
receiver of the failing company. As receiver, the FDIC would liquidate the company in an
orderly manner with the goal of minimizing both losses to the receivership and disruption
to the financial system. Any losses incurred by the receivership, including administrative
costs, would be recouped through proceeds from asset sales and assessments on large bank
holding companies and other nonbank financial companies supervised by the Federal
Reserve. All of these transactions would be recorded in the federal budget on a cash basis
through the Orderly Liquidation Fund (OLF).

CBO’s most recent baseline estimates for the cash flows of the OLF project net outlays of
more than $30 billion to resolve failing companies and revenues from assessments of
nearly $15 billion over the 2012-2022 period to begin the recovery of those costs; under
current law, the remainder of the costs would be recovered after 2022. Those baseline
projections reflect expected values of the estimated net costs of liquidating one or more
financial companies and the subsequent assessments collected to begin to recoup those
costs over that period. CBO expects that the probability that the federal government would
have to liquidate a financial institution in any given year is relatively small;' however, the
potential cash flows if the orderly liquidation authority is used would probably be large. As

1. CBO does not alter the probabilities used to calculate the expected values based on the current or expected future
status of the financial system. Recognizing that certain economic and financial events are inherently
unpredictable, those probabilities reflect CBO’s best judgment on the basis of historical experience and do not
vary from year to year.



such, actual outlays and revenues will probably vary significantly from the above estimates
(in fact, in many years, it is likely that no spending or revenues will be recorded in the
budget).

Because CBO assumes some small probability of a large financial event in every year of
the projection period and because the majority of spending for an orderly liquidation would
precede the recoupment of expenses, a snapshot of projected cash flows in any given
10-year period will reflect net increases in the federal deficit under current law. For that
reason, the proposed repeal of the orderly liquidation authority would result in decreases in
the deficit, on a cash basis, over the same period. (As noted above, the recoupment of
expenses will ultimately equal the expenses, but not within the 10-year period.)

In addition, any assessments levied under current law to offset costs of the OLF will
become additional business expenses for the large financial companies required to pay
them. Those additional expenses would result in decreases in taxable income elsewhere in
the economy, which would produce a loss of government revenue from payroll and income
taxes (estimated to vary between 24 percent and 30 percent of the additional expenses
during the 2013-2022 period?). By eliminating the orderly liquidation authority (and thus,
any assessments that would be collected), expected taxable incomes of large financial
companies would increase, resulting in additional revenues from payroll and income taxes.
(CBO’s estimates do not incorporate any effects of the elimination of the orderly
liquidation authority on the probability of a financial crisis or economic slump—both
because the agency is unable to assess those effects, and because standard estimating
conventions for legislation hold aggregate economic conditions unchanged.)

Assuming enactment around October 1, 2012, CBO estimates that eliminating the FDIC’s
orderly liquidation authority would result in a net decrease in the federal deficit of
$22.5 billion over the 2012-2022 period (or $22.6 billion if enacted by July 1, 2012).

Home Affordable Modification Program. Subtitle B of the committee’s
recommendations would terminate the Department of Treasury’s Home Affordable
Modification Program (HAMP) that aims to help homeowners facing the possibility of
foreclosure by subsidizing loan modifications as well as other foreclosure alternatives.

HAMP funds are used to cover costs incurred to modify mortgages that are not owned or
guaranteed by the government-sponsored enterprises (GSEs) Fannie Mae or Freddie Mac.
Generally, the program provides incentive payments to mortgage servicers, investors, and
eligible homeowners to either reduce a homeowner’s mortgage payment to 31 percent of
their monthly income or to sell their house outside of foreclosure. Through February 29,
2012, approximately 974,000 mortgages have been modified through HAMP. Servicers

2. Percentages used to estimate income and payroll tax offsets can be found at: Joint Committee on Taxation, The
Income and Payroll Tax Offset to Changes in Excise Tax Revenues for 2012-2022 (JCX-23-12), March 6, 2012.



and borrowers currently have until December 31, 2013, to modify mortgages through the
program.

CBO estimates that the committee’s recommendation would prevent the Treasury from
making payments for approximately 150,000 new modifications of non-GSE mortgages
assuming an October 1, 2012, effective date. (The cost of modifications entered into prior
to enactment would continue to be paid by the Treasury.) Based on data provided by the
Office of the Special Inspector General for the Troubled Asset Relief Program, CBO
estimates that such modifications cost about $15,000 on average. As a result, CBO
estimates that the provisions would reduce direct spending by $2.3 billion over the
2012-2022 period, assuming an October 1, 2012, effective date (or $2.8 billion assuming
enactment by July 1, 2012).

National Flood Insurance Program. Subtitle D would authorize the NFIP to enter into
and renew flood insurance policies through fiscal year 2016. The committee’s
recommendations also would make a number of changes that would affect the financial
status of the program, including: increasing premiums for some subsidized policyholders,
offering temporary discounted premiums for properties that are newly mapped into a flood
plain, and requiring the capitalization of a reserve fund for use during higher-than-average
loss years.

The changes made by the bill would improve the financial condition of the NFIP and
reduce its need to borrow from the Treasury—a source of direct spending—by a total of
$210 million in 2014 and 2015, CBO estimates. Because the NFIP would continue to
operate with insurance premiums that are not sufficient, in the aggregate, to cover all
expected costs after the committee’s recommendations were enacted, CBO estimates that
reduced borrowing in 2014 and 2015 would be offset by increased borrowing in 201 6
(when we expect the program would exhaust its remaining borrowing authority under this
proposal), resulting in no net effect on direct spending over the next 10 years.

Section 507(b) of H. Con. Res. 112 requires that CBO estimate the change in net income to
the NFIP if the committee’s recommendations were enacted. CBO estimates that the
proposed changes in subtitle D would increase net income to the NFIP by $4.9 billion over
the 2012-2022 period (as shown in the memorandum to tables 1 and 2), mostly because of
increases in premiums for subsidized policyholders (some of which would be retained by
private insurers which sell the insurance policies). Increased premiums to the program
would not result in a net reduction in CBO’s estimate of the deficit, however, because we
expect that this additional income would be used to fulfill obligations to policyholders that
would otherwise be delayed, resulting in no net impact on direct spending over the five-
and ten-year projection periods.

Bureau of Consumer Financial Protection. The Dodd-Frank Wall Street Reform and
Consumer Financial Protection Act established the Bureau of Consumer Financial



Protection (CFPB) to enforce certain federal laws. The annual operating costs of the CFPB,
an autonomous agency within the Federal Reserve, are paid through transfers from the
earnings of the Federal Reserve and are recorded as expenditures in the federal budget.
Subtitle C would change that funding mechanism by terminating the transfers from the
Federal Reserve and authorizing the appropriation of $200 million for each of fiscal years
2012 and 2013 for the agency’s operations. CBO estimates that the CFPB will spend
$310 million in fiscal year 2012, and that outlays will average about $545 million per year
over the 2013-2022 period.

CBO estimates that enacting this change to the method of funding the agency would reduce
direct spending by $5.4 billion over the 2012-2022 period, assuming enactment at any
point between July 1, 2012, and October 1, 2012.

Office of Financial Research. Subtitle E would eliminate the Office of Financial Research
(OFR), which was established to support the Financial Stability Oversight Council (FSOC)
by collecting information on financial markets and providing independent research on
financial stability issues.

Under current law, the OFR is authorized to collect fees to offset its expenses, which also
include the operating costs of the FSOC and certain costs incurred by the FDIC to
implement the orderly liquidation authority. Those fees are recorded in the budget as
revenues. Subtitle E would terminate the authority to collect those fees as well as spending
for all of the activities associated with the OFR. Based on information from the OFR, CBO
estimates that spending by the OFR will average about $100 million per year over the
2013-2022 period, and that fee collections will average about $72 million per year over the
same period, net of effects on payroll and income taxes.

Thus, enacting this provision would reduce budget deficits by $255 million over the
2012-2022 period if enacted around October 1, 2012 (or $252 million if enacted by July 1,
2012), CBO estimates.

Spending Subject to Appropriation

CBO estimates that implementing the committee recommendations would have a
discretionary cost of $766 million over the 2013-2017 period, assuming appropriation of
the necessary amounts, to fund activities of the CFPB and the FSOC, as well as mapping
and mitigation efforts under the NFIP.

Bureau of Consumer Financial Protection. Subtitle C would change the method for
funding the CFPB. Under current law, the bureau’s operating costs are covered by amounts
transferred from the earnings of the Federal Reserve; the recommendation would terminate
those transfers and authorize the appropriation of $200 million each year for 2012 and
2013.



Based on information from the CFPB as well as historical spending patterns, CBO
estimates that $325 million, an amount similar to what CBO estimates the agency will
spend in 2012, would be sufficient for the CFPB to execute its statutory oversight and
enforcement activities in 2013. CBO believes that the agency could not continue its
mission with an appropriation of only $200 million in 2013, because the committee
recommendations would not diminish the agency’s responsibilities. Therefore, CBO
estimates that implementing subtitle C would cost $325 million over the 2013-2017 period,
assuming appropriation of the necessary amounts for 2013 and assuming enactment
anytime between July 1, 2012, and October 1, 2012.

Financial Stability Oversight Council. Under current law, the activities of the FSOC are
funded through the Office of Financial Research, which, as noted earlier, would be
eliminated under subtitle E. Based on information from the OFR, CBO estimates that
continuing the activities of the FSOC would cost about $10 million per year. Therefore,
implementing subtitle E would cost $49 million over the 2013-2017 period, assuming
appropriation of the necessary amounts and assuming enactment anytime between

July 1, 2012, and October 1, 2012.

Flood Mapping and Mitigation Programs. The committee recommendations would
direct FEMA to implement new standards for flood insurance rate maps. The agency
would have 10 years to incorporate the new standards, subject to the availability of
appropriated funds. Based on the costs of FEMA’s current map modernization program
and the estimated costs of new updates, CBO estimates that implementing this provision
would cost $254 million over the next five years.

Subtitle D also would authorize the appropriation of $40 million a year above amounts
already authorized in current law for grants to mitigate future flood damages. Such
amounts would come from the National Flood Insurance Fund, but would be subject to
future appropriation actions. Based on historical expenditure patterns of FEMA’s flood
mitigation programs, CBO estimates that implementing this provision would cost

$138 million over the next five years.

INTERGOVERNMENTAL AND PRIVATE-SECTOR IMPACT

The legislation would impose intergovernmental and private-sector mandates, as defined
in UMRA, on public and private mortgage lenders. Because the mandates would require
only small changes in existing industry practice, CBO expects that the cost to comply with
the mandates would be small relative to the annual thresholds established in UMRA for
intergovernmental and private-sector mandates ($73 million and $146 million in 2012,
respectively, adjusted annually for inflation).



Flood Insurance

Current law prohibits lenders from making loans for real estate in areas at high risk for
flood damage unless the property is covered by flood insurance. This bill would require
lenders to accept flood insurance from a private company if the policy fulfills all federal
requirements for flood insurance. Under current law, lenders also are required to purchase
flood insurance on behalf of the homeowner if, at any time during the life of a loan, they
determine that a homeowner does not have a current policy in place. The bill would require
lenders to terminate those policies within 30 days of being notified that the homeowner has
purchased another policy. Lenders also would have to refund any premium payments and
fees made by the homeowner for the time when both policies were in effect. Based on
information from industry sources and on current industry practice, CBO estimates that the
cost to public and private mortgage lenders of complying with those mandates would be
small.

Disclosure Requirements

Current law requires mortgage lenders that make federally related mortgages (as defined in
12 U.S.C. 2602) to provide a good-faith estimate of the amount or range of charges the
borrower is likely to incur for specific settlement services. The bill would require those
lenders to include specific information about the availability of flood insurance in each
good-faith estimate. The mandate would require small changes in existing disclosure
requirements. Consequently, CBO estimates that the cost of the mandate to public and
private mortgage lenders would be small.

Other Impacts

State, local, and tribal governments would benefit if funds authorized to be appropriated
for mitigation and outreach activities related to flood hazards were made available. Any
costs to those governments, including matching funds, would be incurred voluntarily.

PREVIOUS CBO ESTIMATES

On March 11,2011, CBO transmitted a cost estimate for H.R. 839, the HAMP Termination
Act of 2011, as ordered reported by the House Committee on Financial Services on
March 9, 2011. Differences in the estimated costs of subtitle B and H.R. 839 reflect
differences in effective dates and administrative changes that have been made to the
HAMP programs.

On June 8, 2011, CBO transmitted a cost estimate for H.R. 1309, the Flood Insurance

Reform Modernization Act, as ordered reported by the House Committee on Financial
Services on May 13, 2011. Differences in the estimates costs of subtitle D and H.R. 1309
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reflect differences in the effective dates as well as the requirement that the NFIP establish a
reserve fund, which was included in the recommendation, but not in the
committee-reported version of H.R. 1309.
ESTIMATE PREPARED BY:
Federal Costs:
Orderly Liquidation Authority and the NFIP: Daniel Hoople
Bureau of Consumer Financial Protection and Office of Financial Research: Susan Willie
Home Affordable Modification Program: Chad Chirico

Impact on State, Local, and Tribal Governments: Elizabeth Cove Delisle and Melissa Merrell

Impact on the Private Sector: Vi Nguyen and Paige Piper/Bach
ESTIMATE APPROVED BY:

Theresa Gullo
Deputy Assistant Director for Budget Analysis
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April 24,2012

Honorable Spencer Bachus
Chairman

Committee on Financial Services
U.S. House of Representatives
Washington, DC 20515

Dear Mr. Chairman:

The Congressional Budget Office has prepared the enclosed cost estimate for
the Reconciliation Recommendations of the House Committee on Financial
Services.

If you wish further details on this estimate, we will be pleased to provide
them. The CBO staff contact is Daniel Hoople, who can be reached at
226-2860.

Sincerely,

Douglas W. Elmendorf
Enclosure

cc: Honorable Bamey Frank
Ranking Member



FEDERAL MANDATES STATEMENT

The Committee adopts as its own the estimate of Federal mandates prepared by the
Director of the Congressional Budget Office pursuant to section 423 of the Unfunded Mandates
Reform Act.

ADVISORY COMMITTEE STATEMENT
Subtitle A — Orderly Liquidation Fund

No advisory committees within the meaning of section 5(b) of the Federal Advisory
Committee Act were created by this Subtitle.

Subtitle B— Home Affordable Modification Program

No advisory committees within the meaning of section 5(b) of the Federal Advisory
Committee Act were created by this Subtitle.

Subtitle C — Bureau of Consumer Financial Protection

No advisory committees within the meaning of section 5(b) of the Federal Advisory
Committee Act were created by this Subtitle.

Subtitle D — Flood Insurance Reform

Section 346 of Subtitle D creates a new Technical Mapping Advisory Council within the
meaning of section 5(b) of the Federal Advisory Committee Act.

Subtitle E — Office of Financial Research

No advisory committees within the meaning of section 5(b) of the Federal Advisory
Committee Act were created by this Subtitle.

APPLICABILITY TO LEGISLATIVE BRANCH
Subtitle A — Orderly Liquidation Fund
The Committee finds that Subtitle A does not relate to the terms and conditions of
employment or access to public services or accommodations within the meaning of the section

102(b)(3) of the Congressional Accountability Act.

Subtitle B - Home Affordable Modification Program
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The Committee finds that Subtitle B does not relate to the terms and conditions of
employment or access to public services or accommodations within the meaning of the section
102(b)(3) of the Congressional Accountability Act.

Subtitle C — Bureau of Consumer Financial Protection

The Committee finds that Subtitle C does not relate to the terms and conditions of
employment or access to public services or accommodations within the meaning of the section
102(b)(3) of the Congressional Accountability Act.

Subtitle D — Flood Insurance Reform

The Committee finds that Subtitle D does not relate to the terms and conditions of
employment or access to public services or accommodations within the meaning of the section
102(b)(3) of the Congressional Accountability Act.

Subtitle E — Office of Financial Research

The Committee finds that Subtitle E does not relate to the terms and conditions of
employment or access to public services or accommodations within the meaning of the section
102(b)(3) of the Congressional Accountability Act.

EARMARK IDENTIFICATION
Subtitle A — Orderly Liquidation Fund

Subtitle A does not contain any congressional earmarks, limited tax benefits, or limited
tariff benefits as defined in clause 9 of rule XXI.

Subtitle B — Home Affordable Modification Program

Subtitle B does not contain any congressional earmarks, limited tax benefits, or limited
tariff benefits as defined in clause 9 of rule XXI.

Subtitle C — Bureau of Consumer Financial Protection

Subtitle C does not contain any congressional earmarks, limited tax benefits, or limited
tariff benefits as defined in clause 9 of rule XX

Subtitle D — Flood Insurance Reform

Subtitle D does not contain any congressional earmarks, limited tax benefits, or limited
tariff benefits as defined in clause 9 of rule XXI.

Subtitle E — Office of Financial Research
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Subtitle E does not contain any congressional earmarks, limited tax benefits, or limited
tariff benefits as defined in clause 9 of rule XXIL.

SECTION-BY-SECTION ANALYSIS OF THE LEGISLATION

Subtitle A — Orderly Liquidation Fund

Section 311. Repeal of Liquidation Authority.

Section 311 repeals Title IT of the Dodd-Frank Act, and makes conforming amendments
to the Dodd-Frank Act and the Federal Deposit Insurance Act.

Subtitle B— Home Affordable Modification Program
Section 321. Short title.

This section establishes the short title of the Subtitle, the “The HAMP Termination Act of
2012.”

Section 322. Congressional Findings.

This section sets forth several Congressional findings regarding HAMP, including the
purpose of the program, the number of active permanent mortgage modifications made under the
program, the harms sustained by homeowners as a result of HAMP modification cancellations,
the cost of the program, and the savings that will be achieved by terminating the program.

Section 323. Termination of authority.

This section amends Section 120 of the Emergency Economic Stabilization Act of 2008
to terminate the authority of the Treasury Department to provide new assistance to homeowners
under the HAMP. It also preserves the Treasury Department's authority to continue to provide
assistance to homeowners who have already been extended an offer to participate in HAMP on a
permanent or trial basis.

Further, this section directs the Treasury Secretary to conduct a study to determine the
extent to which “covered homeowners” use HAMP. “Covered homeowners” are defined as
individuals who are active duty members of the U.S. armed forces and their spouses or parents,
veterans of the U.S. armed forces, and individuals eligible to receive a Gold Star lapel button
under 10 U.S.C. 1126 as the widow, parent, or next of kin of a fallen member of the U.S. armed
forces. The Treasury Secretary is then required to report to Congress on the study and to identify
any best practices that could be applied to existing mortgage assistance programs available to
covered homeowners within 90 days of enactment of this Subtitle.
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Finally, this section requires the Treasury Secretary to publish in a prominent location on
the Treasury Department’s website, in a noticeable font, a statement that HAMP has been
terminated and inviting borrowers who are having trouble paying their mortgages and who need
help in communicating with their lenders or servicers to contact their Member of Congress for
assistance in reaching the lender or servicer for the purpose of negotiating or acquiring a loan
modification.

Section 324. Sense of Congress.

This section establishes the sense of Congress that banks should be encouraged to work
with homeowners to provide loan modifications to those that are eligible, as well as to work and
to assist homeowners and prospective homeowners with foreclosure prevention programs and
information on loan modifications.

Subtitle C — Bureau of Consumer Financial Protection

Section 331. Bringing the Bureau of Consumer Financial Protection into the Regular
Appropriations Process.

Section 331 amends Section 1017 of the Dodd-Frank Act by terminating the CFPB’s
authority to determine its own budget and draw that amount from the Federal Reserve System.
This section authorizes $200 million in appropriations to fund the CFPB for fiscal years 2012
and 2013. This section also eliminates the Consumer Financial Protection Fund and the
Consumer Financial Civil Penalty Fund.

Subtitle D — Flood Insurance Reform

Section 341 — Short Title and Table of Contents.

This section establishes the short title of the Subtitle, the “Flood Insurance Reform Act of
2012

Section 342 — Extensions.
This section reauthorizes the NFIP and its financing through September 30, 2016.

Section 343 — Mandatory Purchase.

Temporary Mandatory Purchase Suspensions—Under the NFIP, federally regulated
lenders are obligated to require flood insurance on any mortgage issued or guaranteed by the
federal government in a Special Flood Hazard Area in a community that participates in the NFIP.
This section allows the mandatory purchase requirement to be suspended on a community-by-
community basis for one year at the request of a local governing authority if FEMA finds at least
one of the following conditions apply to the community: (1) it has never been mapped as a high-
risk area; (2) it is taking specific steps to rebuild or repair a dam or levee that has been
decertified and is making adequate progress in securing financial commitments and completing
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that work; or (3) it has filed a formal appeal of the accuracy of a dam or levee decertification or
flood risk map revision. This suspension could be extended for a maximum of two additional
one-year periods (for a total of three years) for all qualifying communities at FEMA’s discretion.
For certain qualifying communities determined by FEMA to be making more than adequate
progress in the construction of their flood protection systems, FEMA may, at its discretion,
further extend the suspension of the mandatory purchase requirement for existing mortgages for
a maximum of two additional one-year periods (for a total of five years).

Termination of Force-Placed Imsurance—Mortgage lenders and servicers must
terminate any force-placed insurance and refund any premiums paid for coverage overlap periods
once property owners have obtained their required flood insurance.

Equal Treatment of Private Flood Insurance—To encourage greater private sector
participation, this section requires lenders to accept non-NFIP backed flood insurance coverage
provided by a private entity if that coverage meets the same requirements as NFIP-backed flood
insurance.

Section 344 — Reforms of Coverage Terms.

Minimum Deductibles—Minimum deductibles are set at $1,000 for properties with full-
risk rates and at $2,000 for properties with discounted rates.

Maximum Coverage Limits—Limits would be indexed for inflation, starting in 2012.

Optional Coverage for Additional Living Expenses/Business Interruption
(ALE/BI)—FEMA would be authorized to offer optional coverage for additional living expenses
($5,000 maximum) and coverage for the interruption of business operations (320,000 maximum)
if FEMA: (1) charges full-risk rates for such coverage; (2) finds that a competitive private
market for such coverage does not exist; and (3) certifies that the NFIP can offer such coverage
without borrowing additional funds from the Treasury.

Installment Payments—Policyholders would be allowed to pay their premiums for one-
year policies in installments.

Flood in Progress Protections—New policyholders would not have their coverage
limited by a FEMA-determined flood-in-progress exclusion if they have not sustained any actual
damage or loss to their property within the initial 30-day waiting period required under a
standard flood insurance policy before flood coverage can go into effect.

Section 345 — Reforms of Premium Rates.

Annual Limit on Premium Rate Increases—The annual cap on premium rate increases
would be increased from 10 percent to 20 percent.
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Five Year Phase-in of Full-Risk Rates for Newly-Mapped Areas—For primary
residence properties mapped into a mandatory purchase area, initial rates would be set at 20
percent of full-risk rates and increase by 20 percent each year for four years thereafter.

Full-Risk Rates for Certain Subsidized Properties—Full actuarial rates would be
phased-in for roughly 350,000 properties currently receiving NFIP subsidies including:
commercial properties, second and vacation homes, homes sold to new owners, homes
substantially damaged or improved, Severe Repetitive Loss Properties (SRLPs) with multiple
flood claims, and property owners who allowed their policies to lapse by choice.

Use of State and Local Funding Considerations in Setting Flood Rates—FEMA
would be required to update its standards for evaluating eligibility for special flood insurance
rates by considering several factors, including state and local funding of flood control projects
and other flood control reconstruction and improvement projects.

Section 346 — Technical Mapping Advisory Council.

This section establishes a new Technical Mapping Advisory Council made up of federal,
state, and local experts, with an adequate number of representatives from states at a high-risk for
flooding, to review flood hazard risk mapping standards and propose new mapping standards to
FEMA. The Council has 12 months to develop and submit to FEMA and Congress its proposed
new mapping standards, during which time FEMA is prohibited from making effective any new
or updated flood insurance rate maps based on its current mapping standards.

Section 347 — FEMA Incorporation of New Mapping Protocols.

This section requires FEMA to update its flood maps according to the Technical Mapping
Advisory Council’s recommendations within six months of receiving those recommendations, or
report to Congress why it rejected them.

Section 348 — Treatment of Levees.

This section prohibits FEMA from issuing or updating flood insurance maps that do not
factor in the actual protection afforded by existing levees regardless of their FEMA accreditation
status (i.e., FEMA’s maps must award partial credit to existing dams and levees).

Section 349 — Privatization Initiatives.

This section requires FEMA and the GAO to report on vatious privatization initiatives,
including options to begin privatizing the NFIP over time; determining the capacity of private
insurers, reinsurers, and financial markets to underwrite NFIP flood risk; and assessing new
ways to strengthen the NFIP’s ability to pay claims without having to borrow from the Treasury.

Section 350 — FEMA Annual Report on Insurance Program.
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This section requires FEMA to report annually to Congress on the status of the NFIP with
detailed information about the financial status of the program.

Section 351 — Mitigation Assistance.

This section amends the current planning assistance grants program to authorize $90
million in financial assistance for FEMA to (1) make assistance grants available to states and
communities for flood mitigation activities, particularly activities that reduce flood damage to
severe repetitive loss structures; and (2) make direct grants available to property owners for flood
mitigation activities. To become eligible for mitigation assistance, states must develop a new
multi-hazard mitigation plan that examines the reduction of flood losses, including the
demolition and rebuilding of properties, and requires states and communities to use mitigation
assistance in a manner that is consistent with activities outlined in their mitigation plan. In
awarding grants, FEMA may approve only mitigation activities that it determines are technically
feasible, cost-effective and represent savings to the NFIP, with a priority given to mitigation
activities that will result in savings for the NFIP.

Section 352 — Notification to Homeowners Regarding Mandatory Purchase Requirement
Apvplicability and Rate Phase-Ins.

This section establishes an annual notification process to inform individuals who reside in
an area having special flood hazards that they are subject to the mandatory purchase requirement
and provide estimates of what other homeowners in similar areas pay for their flood insurance.

Section 353 — Notification of Congress Regarding the Establishment of Flood Map Changes.

This section requires FEMA to notify Members of the House and Senate whose districts
or states are affected when it changes or updates floodplain areas or flood risk zones.

Section 354 — Notification and Appeals Process for Map Changes Based on Flood Elevations.

This section requires FEMA, when establishing new flood maps based on elevation, to
provide written notification by first class mail of the proposed change and the appeals process to
each effected property owner with, copies of the new maps to the chief executive officer of each
community affected, and to publish notice of the proposed change and the appeals process in the
Federal Register and a prominent local newspaper.

Section 355 — Notification to Tenants of the Availability of Contents Insurance.

This section requires FEMA to develop a notice to landlords to inform tenants if they live
in an area having special flood hazards and details about NFIP insurance for the contents of their
apartment.

Section 356 — Notification to Policy Holders Regarding Direct Management of Policy by FEMA.
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This section requires FEMA to annually notify all holders of policies transferred to the
NFIP Direct program of their options to purchase flood insurance directly from another WYO
insurance company.

Section 357 — Notice of the Availability of Flood Insurance and Escrow in RESPA Good Faith
Estimate.

This section amends the Real Estate Settlement Procedures Act (RESPA) to disclose as
part of RESPA’s good faith estimate that flood insurance is generally available from the NFIP
for all homes, and that the escrowing of flood insurance payments is required for many loans and
may be an option available under other loans.

Section 358 — Reimbursement for Costs Incurred by Homeowners and Communities Obtaining
Letters of Map Amendment or Revision.

This section allows homeowners or communities to be reimbursed for certain costs
associated with a successful challenge to a bona fide mapping error made by FEMA resulting in
a Letter of Map Amendment (LOMA) or Letter of Map Revision (LOMR), not including legal
fees.

Section 359 — Enhanced Communication to Communities with Non-Updated Flood Maps.

This section requires FEMA, when establishing new flood maps, to communicate with
communities whose flood insurance rate maps that have not been updated in 20 or more years to
help resolve outstanding flooding issues, provide technical assistance, and disseminate
information to reduce the prevalence of outdated maps in flood-prone areas.

Section 360 — Notification to Residents Newly Included in Flood Hazard Areas.

This section requires FEMA to provide to each property owner newly mapped into a
special flood hazard area with a copy of the revised or updated flood insurance map that affects
that owner’s property, as well as the appeals process to challenge that mapping determination.

Section 361 — Treatment of Swimming Pool Enclosures Qutside of Hurricane Season.
This section allows certain properties with swimming pools that are enclosed with non-
supporting breakaway walls outside of hurricane season (November 20 through June 1) to be

eligible for participation in the NFIP.

Section 362 — Information Regarding Multiple Perils Claims.

This section allows NFIP policyholders who also have non-NFIP wind or other
homeowners insurance coverage and sustain damage to property covered under both policies to
request the damage estimate, proofs of loss, and any expert or engineering reports used to
determine the cause of the damage from FEMA and their NFIP-participating WYO insurance
company.
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Section 363 — FEMA Authority to Reject the Transfer of Policies to NFIP Direct.

This section authorizes FEMA to refuse to accept the future transfer of any flood
insurance policies from a WYO company to its NFIP Direct policy servicing program.

Section 364 — Media Notification of Proposed Map Changes and Extended Appeals Process.

This section requires FEMA to notify local television and radio stations of proposed
changes to flood maps. This section also requires FEMA to grant property owners a 90-day
extension of the existing appeals process period if their community certifies to FEMA that there
are affected property owners who were unaware of the expiration of the appeals process period
and that the community will use that 90-day period to inform affected property owners about the
availability of the appeals process.

Section 365 — Establishment of a Reserve Fund for the NFIP.

This section establishes a National Flood Insurance Reserve Fund within the Treasury
Department where the NFIP would be required to maintain a reserve ratio balance of at least 1
percent of the sum of the total potential loss exposure of all outstanding flood insurance policies
in force the prior fiscal year. FEMA is authorized to establish and adjust the amount of
aggregate annual insurance premiums it collects to maintain or achieve that reserve ratio.
Starting in 2012, FEMA would be required to transfer to the Fund at least 7.5 percent of the
amount needed to achieve its 1 percent reserve ratio balance each year until the full 1 percent
reserve ratio is achieved. FEMA would also be required to submit a report to Congress for any
year in which it cannot achieve a 1 percent reserve ratio.

Section 366 — CDBG Eligibility for Flood Insurance Outreach Activities and Community
Building Code Administration Grants.

This section allows communities to use Community Development Block Grant (CDBG)
funds for local building code enforcement, as long as local matching funds are provided. It also
allows CDBG funds to be used by local governments for flood risk outreach and education
activities.

Section 367 — Technical Corrections.

This section makes a technical correction to the underlying National Flood Insurance Act
of 1968 and the Flood Disaster Protection Act of 1973 to update references in those statutes to
the head of FEMA as its “Administrator” rather than its “Director.”

Section 368 — Requiring Competition for NFIP Policies.

To address the rapid increase in the number of policies administered under FEMA’s
NFIP Direct policy servicing program, FEMA would be required to report to Congress within 90
days on the procedures and policies it can implement to limit the size of NFIP Direct to no more
than 10 percent of all flood insurance policies, and then implement those size reduction
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procedures and policies—without preventing agents handling policies transitioned out of the
NFIP Direct from continuing to sell or service those policies—within one year of issuing that
report.

Section 369 — Studies of Voluntary Community-Based Flood Insurance Options.

This section directs FEMA and GAO to conduct a study to assess options, methods, and
strategies for offering voluntary community-based flood insurance policies, and to report their
findings to Congress within 18 months of enactment of this subtitle.

Section 370 — Report on Inclusion of Building Codes in Floodplain Management Criteria.

This section directs FEMA to study the impact, effectiveness, and feasibility of including
widely used and nationally recognized building codes as part of its floodplain management
criteria, and report its findings to Congress within 6 months of enactment of this subtitle.

Section 371 — Study on Graduated Risk.

This section requires the National Academy of Sciences to study methods for
understanding graduated risk for properties and residential and commercial structures behind
levees and report its findings to Congress within one year of enactment of this subtitle.

Section 372 — Report on Flood-In-Progress Determination.

This section directs FEMA to review its processes and procedures for issuing a flood-in-
progress determination and providing public notification of that determination, and report the
results of that review to Congress within 6 months of enactment of this subtitle.

Section 373 — Study on Repaying Flood Insurance Debt.

This section requires FEMA to report to Congress within 6 months of enactment of this
subtitle on its plan to repay all outstanding sums previously borrowed from the Treasury, with
interest, over the next 10 years.

Section 374 — No Cause of Action.

This section specifies that no cause of action against the federal government exists for
failure to comply with any notification requirement under this Act.

Section 375 — State and Local Requests for the Corps of Engineers to Evaluate Corps-
Constructed Levees.

This section permits state and local governments to request the Army Corps of Engineers
to evaluate their locally-operated levee systems, provided that the levee was constructed by the
Corps and that the requesting state or local government agrees to fully reimburse the Corps for
all costs associated with the evaluation.
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Subtitle E — Office of Financial Research

Section 381. Repeal of the Office of Financial Research.

Section 381 repeals Title I, Subtitle B of the Dodd-Frank Act, which establishes the OFR
as an office within the Department of the Treasury.

CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED
(Please see attached)
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CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED

In compliance with clause 3(e) of rule XIII of the Rules of the
House of Representatives, changes in existing law made by the bill,
as reported, are shown as follows (existing law proposed to be omit-
ted is enclosed in black brackets, new matter is printed in italics,
existing law in which no change is proposed is shown in roman):

DODD-FRANK WALL STREET REFORM AND CONSUMER

PROTECTION ACT

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) S

(b) TABLE OF CONTENTS.—The table of contents for this Act is
as follows:
Sec. 1. Short title; table of contents.

TITLE I—FINANCIAL STABILITY
* ES Ed ES ES * &

SUBTITLE A—FINANCIAL STABILITY OVERSIGHT COUNCIL

[Sec. 118. Council funding.]

[SUBTITLE B—OFFICE OF FINANCIAL RESEARCH

[Sec. 151. Definitions.

[Sec. 152. Office of Financial Research established.

[Sec. 153. Purpose and duties of the Office.

[Sec. 154. Organizational structure; responsibilities of primary programmatic units.
[Sec. 155. Funding.

[Sec. 156. Transition oversight.]

Ed S Ed * * Ed &

[TITLE II—ORDERLY LIQUIDATION AUTHORITY

[Sec. 201. Definitions.

[Sec. 202. Judicial review.

[Sec. 203. Systemic risk determination.

[Sec. 204. Orderly liquidation of covered financial companies.

[Sec. 205. Orderly liquidation of covered brokers and dealers.

[Sec. 206. Mandatory terms and conditions for all orderly liquidation actions.

[Sec. 207. Directors not liable for acquiescing in appointment of receiver.

[Sec. 208. Dismissal and exclusion of other actions.

[Sec. 209. Rulemaking; non-conflicting law.

[Sec. 210. Powers and duties of the Corporation.

[Sec. 211. Miscellaneous provisions.

[Sec. 212. Prohibition of circumvention and prevention of conflicts of interest.

[Sec. 213. Ban on certain activities by senior executives and directors.

[Sec. 214. Prohibition on taxpayer funding.

[Sec. 215. Study on secured creditor haircuts.

[Sec. 216. Study on bankruptcy process for financial and nonbank financial institu-
tions

[Sec. 217. Study on international coordination relating to bankruptcy process for
nonbank financial institutions]

* * *k & * * *k
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TITLE I—FINANCIAL STABILITY

SEC. 102. DEFINITIONS.

(a) IN GENERAL.—For purposes of this title, unless the context

otherwise requires, the following definitions shall apply:

* * * & * * *

[(5) OFFICE OF FINANCIAL RESEARCH.—The term “Office of

Financial Research” means the office established under section
152.1

* * * * * * *

Subtitle A—Financial Stability Oversight

Council
SEC. 111. FINANCIAL STABILITY OVERSIGHT COUNCIL ESTABLISHED.
(a) kok ok
(b) MEMBERSHIP.—The Council shall consist of the following
members:

(2) NONVOTING MEMBERS.—The nonvoting members, who
shall serve in an advisory capacity as a nonvoting member of
the Council, shall be—

[(A) the Director of the Office of Financial Research;]

[(B)] (A) the Director of the Federal Insurance Office;

[(C)] (B) a State insurance commissioner, to be des-
ignated by a selection process determined by the State in-
surance commissioners;

[(D)] (C) a State banking supervisor, to be designated
by a selection process determined by the State banking su-
pervisors; and

[(E)] (D) a State securities commissioner (or an officer
performing like functions), to be designated by a selection
process determined by such State securities commis-
sioners.

* * * * * * *
(c) TERMS; VACANCY.—

(1) TERMS.—The independent member of the Council shall
serve for a term of 6 years, and each nonvoting member de-
scribed in [subparagraphs (C), (D), and (E)] subparagraphs
(B), (C), and (D) of subsection (b)(2) shall serve for a term of
2 years.

* * k & * * k

SEC. 112. COUNCIL AUTHORITY.
(a) P(tgaiogEg AND DUTIES OF THE COUNCIL.—
(2) DuTtiEs.—The Council shall, in accordance with this
title—
F:\VHLC\042412\042412.237
April 24, 2012
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(A) collect information from member agencies, other
Federal and State financial regulatory agencies, the Fed-
eral Insurance Office and, if necessary to assess risks to
the United States financial system, [direct the Office of Fi-
nancial Research to] collect information from bank holding
companies and nonbank financial companies;

[(B) provide direction to, and request data and anal-
yses from, the Office of Financial Research to support the
work of the Council;]

[(C)1 (B) monitor the financial services marketplace in
order to identify potential threats to the financial stability
of the United States;

[(D)] (C) to monitor domestic and international finan-
cial regulatory proposals and developments, including in-
surance and accounting issues, and to advise Congress and
make recommendations in such areas that will enhance
the integrity, efficiency, competitiveness, and stability of
the U.S. financial markets;

[(E)] (D) facilitate information sharing and coordina-
tion among the member agencies and other Federal and
State agencies regarding domestic financial services policy
development, rulemaking, examinations, reporting require-
ments, and enforcement actions;

[(F)] (E) recommend to the member agencies general
supervisory priorities and principles reflecting the outcome
of discussions among the member agencies;

[(G)] (F) identify gaps in regulation that could pose
risks to the financial stability of the United States;

[(H)] (G) require supervision by the Board of Gov-
ernors for nonbank financial companies that may pose
risks to the financial stability of the United States in the
event of their material financial distress or failure, or be-
cause of their activities pursuant to section 113;

[(D]1 (H) make recommendations to the Board of Gov-
ernors concerning the establishment of heightened pruden-
tial standards for risk-based capital, leverage, liquidity,
contingent capital, resolution plans and credit exposure re-
ports, concentration limits, enhanced public disclosures,
and overall risk management for nonbank financial compa-
nies and large, interconnected bank holding companies su-
pervised by the Board of Governors;

[(D)] (D identify systemically important financial mar-
ket utilities and payment, clearing, and settlement activi-
ties (as that term is defined in title VIII);

[(K)] (J) make recommendations to primary financial
regulatory agencies to apply new or heightened standards
and safeguards for financial activities or practices that
could create or increase risks of significant liquidity, cred-
it, or other problems spreading among bank holding com-
panies, nonbank financial companies, and United States fi-
nancial markets;

[(L)] (K) review and, as appropriate, may submit com-
ments to the Commission and any standard-setting body

F:AVHLC\042412\042412.237
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with respect to an existing or proposed accounting prin-
ciple, standard, or procedure;
[(M)] (L) provide a forum for—

(1) kock ok
* * * % * * *
[(N)] (M) annually report to and testify before Con-
gress on—
% *k *k k % *k *k

(d) AUTHORITY TO OBTAIN INFORMATION.—

(1) IN GENERAL.—The Council may receive, and may re-
quest the submission of, any data or information from [the Of-
fice of Financial Research, member agencies, andl member
agencies chd*t}ie*Federal Insurance Office, as necessary—

(A)

* * * * * * *

(2) SUBMISSIONS BY THE OFFICE AND MEMBER AGENCIES.—
Notwithstanding any other provision of law, [the Office of Fi-
nancial Research, any member agency, and] any member agen-
¢y and the Federal Insurance Office, are authorized to submit
information to the Council.

(3) FINANCIAL DATA COLLECTION.—

(A) IN GENERAL.—The Councill, acting through the Of-
fice of Financial Research,] may require the submission of
periodic and other reports from any nonbank financial
company or bank holding company for the purpose of as-
sessing the extent to which a financial activity or financial
market in which the nonbank financial company or bank
holding company participates, or the nonbank financial
company or bank holding company itself, poses a threat to
the financial stability of the United States.

(B) MITIGATION OF REPORT BURDEN.—Before requiring
the submission of reports from any nonbank financial com-
pany or bank holding company that is regulated by a
member agency or any primary financial regulatory agen-
cy, the Councill, acting through the Office of Financial Re-
search,] shall coordinate with such agencies and shall,
whenever possible, rely on information available from [the
Office of Financial Research or] such agencies.

(C) MITIGATION IN CASE OF FOREIGN FINANCIAL COMPA-
NIES.—Before requiring the submission of reports from a
company that is a foreign nonbank financial company or
foreign-based bank holding company, the Council shalll,
acting through the Office of Financial Research,] to the ex-
tent appropriate, consult with the appropriate foreign reg-
ulator of such company and, whenever possible, rely on in-
formation already being collected by such foreign regu-
lator, with English translation.

%k % £ £ %k % £

(5) CONFIDENTIALITY.—

(A) IN GENERAL.—The Council[, the Office of Financial
Research,] and the other member agencies shall maintain

F:\VHLC\042412\042412.237
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the confidentiality of any data, information, and reports
submitted under this title.

* * & * * * &

SEC. 116. REPORTS.

(a) IN GENERAL.—Subject to subsection (b), the Councill, act-
ing through the Office of Financial Research,] may require a bank
holding company with total consolidated assets of $50,000,000,000
or greater or a nonbank financial company supervised by the Board
of Governors, and any subsidiary thereof, to submit certified re-
ports to keep the Council informed as to—

(1) * * =

* * & * * * &

(b) USE OF EXISTING REPORTS.—

(1) IN GENERAL.—For purposes of compliance with sub-
section (a), the Councill, acting through the Office of Financial
Research,] shaﬂ}l,*to the fullest extent possible, use—

(A) *

* * *k & * * *k

[SEC. 118. COUNCIL FUNDING.
[Any expenses of the Council shall be treated as expenses of,
and paid by, the Office of Financial Research.]

* * * * * * *

[ Subtitle B—Office of Financial Research

[SEC. 151. DEFINITIONS.
[For purposes of this subtitle—

[(1) the terms “Office” and “Director” mean the Office of
Financial Research established under this subtitle and the Di-
rector thereof, respectively;

[(2) the term “financial company” has the same meaning
as in title II, and includes an insured depository institution
and an insurance company;

[(3) the term “Data Center” means the data center estab-
lished under section 154;

[(4) the term “Research and Analysis Center” means the
research and analysis center established under section 154;

[(5) the term “financial transaction data” means the struc-
ture and legal description of a financial contract, with suffi-
cient detail to describe the rights and obligations between
counterparties and make possible an independent valuation;

[(6) the term “position data”—

[(A) means data on financial assets or liabilities held
on the balance sheet of a financial company, where posi-
tions are created or changed by the execution of a financial
transaction; and

[(B) includes information that identifies
counterparties, the valuation by the financial company of
the position, and information that makes possible an inde-
pendent valuation of the position;
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[(7) the term “financial contract” means a legally binding
agreement between 2 or more counterparties, describing rights
and obligations relating to the future delivery of items of in-
trinsic or extrinsic value among the counterparties; and

[(8) the term “financial instrument” means a financial con-
tract in which the terms and conditions are publicly available,
and the roles of one or more of the counterparties are assign-
able without the consent of any of the other counterparties (in-
cluding common stock of a publicly traded company, govern-
ment bonds, or exchange traded futures and options contracts).

[SEC. 152. OFFICE OF FINANCIAL RESEARCH ESTABLISHED.

[(a) ESTABLISHMENT.—There is established within the Depart-

ment of the Treasury the Office of Financial Research.

[(b) DIRECTOR.—

[(1) IN GENERAL.—The Office shall be headed by a Direc-
tor, who shall be appointed by the President, by and with the
advice and consent of the Senate.

[(2) TERM OF SERVICE.—The Director shall serve for a
term of 6 years, except that, in the event that a successor is
not nominated and confirmed by the end of the term of service
of a Director, the Director may continue to serve until such
time as the next Director is appointed and confirmed.

[(8) EXEcuTivE LEVEL.—The Director shall be com-
pensated at Level III of the Executive Schedule.

[(4) PROHIBITION ON DUAL SERVICE.—The individual serv-
ing in the position of Director may not, during such service,
also serve as the head of any financial regulatory agency.

[(5) RESPONSIBILITIES, DUTIES, AND AUTHORITY.—The Di-
rector shall have sole discretion in the manner in which the Di-
rector fulfills the responsibilities and duties and exercises the
authorities described in this subtitle.

[(c) BUDGET.—The Director, in consultation with the Chair-

person, shall establish the annual budget of the Office.

[(d) OFFICE PERSONNEL.—

[(1) IN GENERAL.—The Director, in consultation with the
Chairperson, may fix the number of, and appoint and direct,
all employees of the Office.

[(2) COMPENSATION.—The Director, in consultation with
the Chairperson, shall fix, adjust, and administer the pay for
all employees of the Office, without regard to chapter 51 or
subchapter III of chapter 53 of title 5, United States Code, re-
lating to classification of positions and General Schedule pay
rates.

[(3) COMPARABILITY.—Section 1206(a) of the Financial In-
stitutions Reform, Recovery, and Enforcement Act of 1989 (12
U.S.C. 1833b(a)) is amended—

[(A) by striking “Finance Board,” and inserting “Fi-
nance Board, the Office of Financial Research, and the Bu-
reau of Consumer Financial Protection”; and

[(B) by striking “and the Office of Thrift Supervision,”.
[(4) SENIOR EXECUTIVES.—Section 3132(a)(1)(D) of title 5,

United States Code, is amended by striking “and the National
Credit Union Administration;” and inserting “the National
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Credit Union Administration, the Bureau of Consumer Finan-

cial Protection, and the Office of Financial Research;”.

[(e) ASSISTANCE FROM FEDERAL AGENCIES.—Any department
or agency of the United States may provide to the Office and any
special advisory, technical, or professional committees appointed by
the Office, such services, funds, facilities, staff, and other support
services as the Office may determine advisable. Any Federal Gov-
ernment employee may be detailed to the Office without reimburse-
ment, and such detail shall be without interruption or loss of civil
service status or privilege.

[(f) PROCUREMENT OF TEMPORARY AND INTERMITTENT SERV-
ICES.—The Director may procure temporary and intermittent serv-
ices under section 3109(b) of title 5, United States Code, at rates
for individuals which do not exceed the daily equivalent of the an-
nual rate of basic pay prescribed for Level V of the Executive
Schedule under section 5316 of such title.

[(g) POST-EMPLOYMENT PROHIBITIONS.—The Secretary, with
the concurrence of the Director of the Office of Government Ethics,
shall issue regulations prohibiting the Director and any employee
of the Office who has had access to the transaction or position data
maintained by the Data Center or other business confidential infor-
mation about financial entities required to report to the Office from
being employed by or providing advice or consulting services to a
financial company, for a period of 1 year after last having had ac-
cess in the course of official duties to such transaction or position
data or business confidential information, regardless of whether
that entity is required to report to the Office. For employees whose
access to business confidential information was limited, the regula-
tions may provide, on a case-by-case basis, for a shorter period of
post-employment prohibition, provided that the shorter period does
not compromise business confidential information.

[(h) TECHNICAL AND PROFESSIONAL ADVISORY COMMITTEES.—
The Office, in consultation with the Chairperson, may appoint such
special advisory, technical, or professional committees as may be
useful in carrying out the functions of the Office, and the members
gf Sﬁlch committees may be staff of the Office, or other persons, or

oth.

[G) FELLOWSHIP PROGRAM.—The Office, in consultation with
the Chairperson, may establish and maintain an academic and pro-
fessional fellowship program, under which qualified academics and
professionals shall be invited to spend not longer than 2 years at
the Office, to perform research and to provide advanced training for
Office personnel.

[G) EXECUTIVE SCHEDULE COMPENSATION.—Section 5314 of
title 5, United States Code, is amended by adding at the end the
following new item:Director of the Office of Financial Research.”.

[SEC. 153. PURPOSE AND DUTIES OF THE OFFICE.

[(a) PURPOSE AND DUTIES.—The purpose of the Office is to
support the Council in fulfilling the purposes and duties of the
gouncil, as set forth in subtitle A, and to support member agencies,

y_
[(1) collecting data on behalf of the Council, and providing
such data to the Council and member agencies;
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[(2) standardizing the types and formats of data reported
and collected;

[(3) performing applied research and essential long-term
research;

[(4) developing tools for risk measurement and monitoring;

[(5) performing other related services;

[(6) making the results of the activities of the Office avail-
able to financial regulatory agencies; and

[(7) assisting such member agencies in determining the
types and formats of data authorized by this Act to be collected
by such member agencies.

[(b) ADMINISTRATIVE AUTHORITY.—The Office may—

[(1) share data and information, including software devel-
oped by the Office, with the Council, member agencies, and the
Bureau of Economic Analysis, which shared data, information,
and software—

[(A) shall be maintained with at least the same level
of security as is used by the Office; and

[(B) may not be shared with any individual or entity
without the permission of the Council;

[(2) sponsor and conduct research projects; and

[(3) assist, on a reimbursable basis, with financial anal-
yses undertaken at the request of other Federal agencies that
are not member agencies.

[(c) RULEMAKING AUTHORITY.—

[(1) ScorPE.—The Office, in consultation with the Chair-
person, shall issue rules, regulations, and orders only to the ex-
tent necessary to carry out the purposes and duties described
in paragraphs (1), (2), and (7) of subsection (a).

[(2) STANDARDIZATION.—Member agencies, in consultation
with the Office, shall implement regulations promulgated by
the Office under paragraph (1) to standardize the types and
formats of data reported and collected on behalf of the Council,
as described in subsection (a)(2). If a member agency fails to
implement such regulations prior to the expiration of the 3-
year period following the date of publication of final regula-
tions, the Office, in consultation with the Chairperson, may im-
plement such regulations with respect to the financial entities
under the jurisdiction of the member agency. This paragraph
shall not supersede or interfere with the independent authority
of a member agency under other law to collect data, in such
format and manner as the member agency requires.

[(d) TESTIMONY.—

[(1) IN GENERAL.—The Director of the Office shall report
to and testify before the Committee on Banking, Housing, and
Urban Affairs of the Senate and the Committee on Financial
Services of the House of Representatives annually on the ac-
tivities of the Office, including the work of the Data Center
and the Research and Analysis Center, and the assessment of
the Office of significant financial market developments and po-
tSential emerging threats to the financial stability of the United

tates.

[(2) No PRIOR REVIEW.—No officer or agency of the United
States shall have any authority to require the Director to sub-
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mit the testimony required under paragraph (1) or other con-
gressional testimony to any officer or agency of the United
States for approval, comment, or review prior to the submis-
sion of such testimony. Any such testimony to Congress shall
include a statement that the views expressed therein are those
of the Director and do not necessarily represent the views of
the President.

[(e) ADDITIONAL REPORTS.—The Director may provide addi-

tional reports to Congress concerning the financial stability of the
United States. The Director shall notify the Council of any such ad-
ditional reports provided to Congress.

[(f) SUBPOENA.—

[(1) IN GENERAL.—The Director may require from a finan-
cial company, by subpoena, the production of the data re-
quested under subsection (a)(1) and section 154(b)(1), but only
upon a written finding by the Director that—

[(A) such data is required to carry out the functions
described under this subtitle; and

[(B) the Office has coordinated with the relevant pri-
mary financial regulatory agency, as required under sec-
tion 154(b)(1)(B)(i).

[(2) FORMAT.—Subpoenas under paragraph (1) shall bear
the signature of the Director, and shall be served by any per-
son or class of persons designated by the Director for that pur-
pose.

[(3) ENFORCEMENT.—In the case of contumacy or failure to
obey a subpoena, the subpoena shall be enforceable by order of
any appropriate district court of the United States. Any failure
to obey the order of the court may be punished by the court
as a contempt of court.

[SEC. 154. ORGANIZATIONAL STRUCTURE; RESPONSIBILITIES OF PRI-

MARY PROGRAMMATIC UNITS.
[(a) IN GENERAL.—There are established within the Office, to

carry out the programmatic responsibilities of the Office—

[(1) the Data Center; and

[(2) the Research and Analysis Center.
[(b) DATA CENTER.—

[(1) GENERAL DUTIES.—

[(A) DATA COLLECTION.—The Data Center, on behalf
of the Council, shall collect, validate, and maintain all
data necessary to carry out the duties of the Data Center,
as described in this subtitle. The data assembled shall be
obtained from member agencies, commercial data pro-
viders, publicly available data sources, and financial enti-
ties under subparagraph (B).

[(B) AUTHORITY.—

[(Gi) IN GENERAL.—The Office may, as determined
by the Council or by the Director in consultation with
the Council, require the submission of periodic and
other reports from any financial company for the pur-
pose of assessing the extent to which a financial activ-
ity or financial market in which the financial company
participates, or the financial company itself, poses a
threat to the financial stability of the United States.
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[(ii) MITIGATION OF REPORT BURDEN.—Before re-
quiring the submission of a report from any financial
company that is regulated by a member agency, any
primary financial regulatory agency, a foreign super-
visory authority, or the Office shall coordinate with
such agencies or authority, and shall, whenever pos-
sible, rely on information available from such agencies
or authority.

[(iii) COLLECTION OF FINANCIAL TRANSACTION AND
POSITION DATA.—The Office shall collect, on a schedule
determined by the Director, in consultation with the
Council, financial transaction data and position data
from financial companies.

[(C) RULEMAKING.—The Office shall promulgate regu-
lations pursuant to subsections (a)(1), (a)(2), (a)7), and
(c)(1) of section 153 regarding the type and scope of the
data to be collected by the Data Center under this para-
graph.

[(2) RESPONSIBILITIES.—

[(A) PUBLICATION.—The Data Center shall prepare
and publish, in a manner that is easily accessible to the
public—

[(i) a financial company reference database;

[(Gii) a financial instrument reference database;
and

[(ii) formats and standards for Office data, in-
cluding standards for reporting financial transaction
and position data to the Office.

[(B) CONFIDENTIALITY.—The Data Center shall not
publish any confidential data under subparagraph (A).

[(3) INFORMATION SECURITY.—The Director shall ensure
that data collected and maintained by the Data Center are
kept secure and protected against unauthorized disclosure.

[(4) CATALOG OF FINANCIAL ENTITIES AND INSTRUMENTS.—
The Data Center shall maintain a catalog of the financial enti-
ties and instruments reported to the Office.

[(5) AVAILABILITY TO THE COUNCIL AND MEMBER AGEN-
CIES.—The Data Center shall make data collected and main-
tained by the Data Center available to the Council and mem-
ber agencies, as necessary to support their regulatory respon-
sibilities.

[(6) OTHER AUTHORITY.—The Office shall, after consulta-
tion with the member agencies, provide certain data to finan-
cial industry participants and to the general public to increase
market transparency and facilitate research on the financial
system, to the extent that intellectual property rights are not
violated, business confidential information is properly pro-
tected, and the sharing of such information poses no significant
threats to the financial system of the United States.

[(c) RESEARCH AND ANALYSIS CENTER.—

[(1) GENERAL DUTIES.—The Research and Analysis Center,
on behalf of the Council, shall develop and maintain inde-
pendent analytical capabilities and computing resources—
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[(A) to develop and maintain metrics and reporting
%ystems for risks to the financial stability of the United

tates;

[(B) to monitor, investigate, and report on changes in
systemwide risk levels and patterns to the Council and
Congress;

[(C) to conduct, coordinate, and sponsor research to
support and improve regulation of financial entities and
markets;

[(D) to evaluate and report on stress tests or other
stability-related evaluations of financial entities overseen
by the member agencies;

[(E) to maintain expertise in such areas as may be
necessary to support specific requests for advice and as-
sistance from financial regulators;

[(F) to investigate disruptions and failures in the fi-
nancial markets, report findings, and make recommenda-
tions to the Council based on those findings;

[(G) to conduct studies and provide advice on the im-
pact of policies related to systemic risk; and

[(H) to promote best practices for financial risk man-
agement.

[(d) REPORTING RESPONSIBILITIES.—

[(1) REQUIRED REPORTS.—Not later than 2 years after the
date of enactment of this Act, and not later than 120 days after
the end of each fiscal year thereafter, the Office shall prepare
and submit a report to Congress.

[(2) CoNTENT.—Each report required by this subsection
shall assess the state of the United States financial system,
including—

[(A) an analysis of any threats to the financial sta-
bility of the United States;

[(B) the status of the efforts of the Office in meeting
the mission of the Office; and

[(C) key findings from the research and analysis of
the financial system by the Office.

[SEC. 155. FUNDING.

[(a) FINANCIAL RESEARCH FUND.—

[(1) FUND ESTABLISHED.—There is established in the
Treasury of the United States a separate fund to be known as
the “Financial Research Fund”.

[(2) FUuND RECEIPTS.—AIl amounts provided to the Office
under subsection (c¢), and all assessments that the Office re-
ceives under subsection (d) shall be deposited into the Finan-
cial Research Fund.

[(3) INVESTMENTS AUTHORIZED.—

[(A) AMOUNTS IN FUND MAY BE INVESTED.—The Direc-
tor may request the Secretary to invest the portion of the
Financial Research Fund that is not, in the judgment of
the Director, required to meet the needs of the Office.

[(B) ELIGIBLE INVESTMENTS.—Investments shall be
made by the Secretary in obligations of the United States
or obligations that are guaranteed as to principal and in-
terest by the United States, with maturities suitable to the
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needs of the Financial Research Fund, as determined by

the Director.

[(4) INTEREST AND PROCEEDS CREDITED.—The interest on,
and the proceeds from the sale or redemption of, any obliga-
tions held in the Financial Research Fund shall be credited to
and form a part of the Financial Research Fund.

[(b) USE OF FUNDS.—

[(1) IN GENERAL.—Funds obtained by, transferred to, or
credited to the Financial Research Fund shall be immediately
available to the Office, and shall remain available until ex-
pended, to pay the expenses of the Office in carrying out the
duties and responsibilities of the Office.

[(2) FEES, ASSESSMENTS, AND OTHER FUNDS NOT GOVERN-
MENT FUNDS.—Funds obtained by, transferred to, or credited to
the Financial Research Fund shall not be construed to be Gov-
ernment funds or appropriated moneys.

[(3) AMOUNTS NOT SUBJECT TO APPORTIONMENT.—Notwith-
standing any other provision of law, amounts in the Financial
Research Fund shall not be subject to apportionment for pur-
poses of chapter 15 of title 31, United States Code, or under
any other authority, or for any other purpose.

[(c) INTERIM FUNDING.—During the 2-year period following the
date of enactment of this Act, the Board of Governors shall provide
}o the Office an amount sufficient to cover the expenses of the Of-
ice.

[(d) PERMANENT SELF-FUNDING.—Beginning 2 years after the
date of enactment of this Act, the Secretary shall establish, by reg-
ulation, and with the approval of the Council, an assessment sched-
ule, including the assessment base and rates, applicable to bank
holding companies with total consolidated assets of 50,000,000,000
or greater and nonbank financial companies supervised by the
Board of Governors, that takes into account differences among such
companies, based on the considerations for establishing the pruden-
tial standards under section 115, to collect assessments equal to
the total expenses of the Office.

[SEC. 156. TRANSITION OVERSIGHT.
[(a) PURPOSE.—The purpose of this section is to ensure that
the Office—

[(1) has an orderly and organized startup;

[(2) attracts and retains a qualified workforce; and

[(3) establishes comprehensive employee training and ben-
efits programs.

[(b) REPORTING REQUIREMENT.—

[(1) IN GENERAL.—The Office shall submit an annual re-
port to the Committee on Banking, Housing, and Urban Affairs
of the Senate and the Committee on Financial Services of the
House of Representatives that includes the plans described in
paragraph (2).

[(2) PLANS.—The plans described in this paragraph are as
follows:

[(A) TRAINING AND WORKFORCE DEVELOPMENT PLAN.—

The Office shall submit a training and workforce develop-

ment plan that includes, to the extent practicable—
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[(i) identification of skill and technical expertise
needs and actions taken to meet those requirements;

[(ii) steps taken to foster innovation and cre-
ativity;

[(iii) leadership development and succession plan-
ning; and

[(iv) effective use of technology by employees.

[(B) WORKPLACE FLEXIBILITY PLAN.—The Office shall
submit a workforce flexibility plan that includes, to the ex-
tent practicable—

[(G) telework;

[(i1) flexible work schedules;

[(ii) phased retirement;

[(iv) reemployed annuitants;

[(v) part-time work;

[(vi) job sharing;

[(vii) parental leave benefits and childcare assist-
ance;

[(viii) domestic partner benefits;

[(ix) other workplace flexibilities; or

[(x) any combination of the items described in

clauses (i) through (ix).

[(C) RECRUITMENT AND RETENTION PLAN.—The Office
shall submit a recruitment and retention plan that in-
cludes, to the extent practicable, provisions relating to—

[(i) the steps necessary to target highly qualified
applicant pools with diverse backgrounds;
[(ii) streamlined employment application proc-
esses;
[(iii) the provision of timely notification of the sta-
tus of employment applications to applicants; and
[(iv) the collection of information to measure indi-
cators of hiring effectiveness.
[(c) EXPIRATION.—The reporting requirement under subsection
(b) shall terminate 5 years after the date of enactment of this Act.
[(d) RULE OoF CONSTRUCTION.—Nothing in this section may be
construed to affect—

[(1) a collective bargaining agreement, as that term is de-
fined in section 7103(a)(8) of title 5, United States Code, that
is in effect on the date of enactment of this Act; or

[(2) the rights of employees under chapter 71 of title 5,
United States Code.]

Subtitle C—Additional Board of Governors
Authority for Certain Nonbank Financial
Companies and Bank Holding Companies

* * k & * * *k

F:AVHLC\042412\042412.237
April 24, 2012



FA\R12\2D\RAM\FSRECON.RAM H.L.C.

14

SEC. 165. ENHANCED SUPERVISION AND PRUDENTIAL STANDARDS

FOR NONBANK FINANCIAL COMPANIES SUPERVISED BY
THE BOARD OF GOVERNORS AND CERTAIN BANK HOLD-
ING COMPANIES.

(a)* * ok
* * * * * * *

(d) RESOLUTION PLAN AND CREDIT EXPOSURE REPORTS.—

* * & * * * *

(6) NO LIMITING EFFECT.—A resolution plan submitted in
accordance with this subsection shall not be binding on a bank-
ruptey court[, a receiver appointed under title II,] or any other
authority that is authorized or required to resolve the nonbank
financial company supervised by the Board, any bank holding
company, or any subsidiary or affiliate of the foregoing.

[TITLE II—ORDERLY LIQUIDATION
AUTHORITY

[SEC. 201. DEFINITIONS.

[(a) IN GENERAL.—In this title, the following definitions shall

apply:

[(1) ADMINISTRATIVE EXPENSES OF THE RECEIVER.—The
term “administrative expenses of the receiver” includes—

[(A) the actual, necessary costs and expenses incurred
by the Corporation as receiver for a covered financial com-
pany in liquidating a covered financial company; and

[(B) any obligations that the Corporation as receiver
for a covered financial company determines are necessary
and appropriate to facilitate the smooth and orderly lig-
uidation of the covered financial company.

[(2) BANKRUPTCY CODE.—The term “Bankruptcy Code”
means title 11, United States Code.

[(3) BRIDGE FINANCIAL COMPANY.—The term “bridge finan-
cial company” means a new financial company organized by
the Corporation in accordance with section 210(h) for the pur-
pose of resolving a covered financial company.

[(4) CLAIM.—The term “claim” means any right to pay-
ment, whether or not such right is reduced to judgment, lig-
uidated, unliquidated, fixed, contingent, matured, unmatured,
disputed, undisputed, legal, equitable, secured, or unsecured.

[(5) CoMPANY.—The term “company” has the same mean-
ing as in section 2(b) of the Bank Holding Company Act of
1956 (12 U.S.C. 1841(b)), except that such term includes any
company described in paragraph (11), the majority of the secu-
rities of which are owned by the United States or any State.

[(6) COURT.—The term “Court” means the United States
District Court for the District of Columbia, unless the context
otherwise requires.
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[(7) COVERED BROKER OR DEALER.—The term “covered
broker or dealer” means a covered financial company that is a
broker or dealer that—

[(A) is registered with the Commission under section

15(b) of the Securities Exchange Act of 1934 (15 U.S.C.

780(b)); and

[(B) is a member of SIPC.

[(8) COVERED FINANCIAL COMPANY.—The term “covered fi-
nancial company”—

[(A) means a financial company for which a deter-
mination has been made under section 203(b); and

[(B) does not include an insured depository institu-
tion.

[(9) COVERED SUBSIDIARY.—The term “covered subsidiary”
means a subsidiary of a covered financial company, other
than—

[(A) an insured depository institution;
[(B) an insurance company; or
[(C) a covered broker or dealer.

[(10) DEFINITIONS RELATING TO COVERED BROKERS AND
DEALERS.—The terms “customer”, “customer name securities”,
“customer property”, and “net equity” in the context of a cov-
ered broker or dealer, have the same meanings as in section
16 of the Securities Investor Protection Act of 1970 (15 U.S.C.
78111).

[(11) FINANCIAL COMPANY.—The term “financial company”
means any company that—

[(A) is incorporated or organized under any provision
of Federal law or the laws of any State;
[(B) is—

[(i) a bank holding company, as defined in section
2(a) of the Bank Holding Company Act of 1956 (12
U.S.C. 1841(a));

[(ii) a nonbank financial company supervised by
the Board of Governors;

[(iii) any company that is predominantly engaged
in activities that the Board of Governors has deter-
mined are financial in nature or incidental thereto for
purposes of section 4(k) of the Bank Holding Company
Act of 1956 (12 U.S.C. 1843(k)) other than a company
described in clause (i) or (ii); or

[(iv) any subsidiary of any company described in
any of clauses (i) through (iii) that is predominantly
engaged in activities that the Board of Governors has
determined are financial in nature or incidental there-
to for purposes of section 4(k) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1843(k)) (other than
a subsidiary that is an insured depository institution
or an insurance company); and
[(C) is not a Farm Credit System institution chartered

under and subject to the provisions of the Farm Credit Act

of 1971, as amended (12 U.S.C. 2001 et seq.), a govern-
mental entity, or a regulated entity, as defined under sec-
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tion 1303(20) of the Federal Housing Enterprises Financial

Safety and Soundness Act of 1992 (12 U.S.C. 4502(20)).

[(12) FuND.—The term “Fund” means the Orderly Lig-
uidation Fund established under section 210(n).

[(13) INSURANCE COMPANY.—The term “insurance com-
pany” means any entity that is—

[(A) engaged in the business of insurance;

[(B) subject to regulation by a State insurance regu-
lator; and

[(C) covered by a State law that is designed to specifi-
cally deal with the rehabilitation, liquidation, or insolvency
of an insurance company.

[(14) NONBANK FINANCIAL COMPANY.—The term “nonbank
financial company” has the same meaning as in section
102(a)(4)(C).

[(15) NONBANK FINANCIAL COMPANY SUPERVISED BY THE
BOARD OF GOVERNORS.—The term “nonbank financial company
supervised by the Board of Governors” has the same meaning
as in section 102(a)(4)(D).

[(16) SIPC.—The term “SIPC” means the Securities Inves-
tor Protection Corporation.

[(b) DEFINITIONAL CRITERIA.—For purpose of the definition of
the term “financial company” under subsection (a)(11), no company
shall be deemed to be predominantly engaged in activities that the
Board of Governors has determined are financial in nature or inci-
dental thereto for purposes of section 4(k) of the Bank Holding
Company Act of 1956 (12 U.S.C. 1843(k)), if the consolidated reve-
nues of such company from such activities constitute less than 85
percent of the total consolidated revenues of such company, as the
Corporation, in consultation with the Secretary, shall establish by
regulation. In determining whether a company is a financial com-
pany under this title, the consolidated revenues derived from the
ownership or control of a depository institution shall be included.

[SEC. 202. JUDICIAL REVIEW.
[(a) COMMENCEMENT OF ORDERLY LIQUIDATION.—
[(1) PETITION TO DISTRICT COURT.—

[(A) DISTRICT COURT REVIEW.—

[(i) PETITION TO DISTRICT COURT.—Subsequent to
a determination by the Secretary under section 203
that a financial company satisfies the criteria in sec-
tion 203(b), the Secretary shall notify the Corporation
and the covered financial company. If the board of di-
rectors (or body performing similar functions) of the
covered financial company acquiesces or consents to
the appointment of the Corporation as receiver, the
Secretary shall appoint the Corporation as receiver. If
the board of directors (or body performing similar
functions) of the covered financial company does not
acquiesce or consent to the appointment of the Cor-
poration as receiver, the Secretary shall petition the
United States District Court for the District of Colum-
bia for an order authorizing the Secretary to appoint
the Corporation as receiver.
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[(ii) FORM AND CONTENT OF ORDER.—The Sec-
retary shall present all relevant findings and the rec-
ommendation made pursuant to section 203(a) to the
Court. The petition shall be filed under seal.

[(iii) DETERMINATION.—On a strictly confidential
basis, and without any prior public disclosure, the
Court, after notice to the covered financial company
and a hearing in which the covered financial company
may oppose the petition, shall determine whether the
determination of the Secretary that the covered finan-
cial company is in default or in danger of default and
satisfies the definition of a financial company under
section 201(a)(11) is arbitrary and capricious.

[(iv) ISSUANCE OF ORDER.—If the Court deter-
mines that the determination of the Secretary that the
covered financial company is in default or in danger of
default and satisfies the definition of a financial com-
pany under section 201(a)(11)—

[(I) is not arbitrary and capricious, the Court
shall issue an order immediately authorizing the
Secretary to appoint the Corporation as receiver of
the covered financial company; or

[I) is arbitrary and capricious, the Court
shall immediately provide to the Secretary a writ-
ten statement of each reason supporting its deter-
mination, and afford the Secretary an immediate
opportunity to amend and refile the petition under
clause (i).

[(v) PETITION GRANTED BY OPERATION OF LAW.—If
the Court does not make a determination within 24
hours of receipt of the petition—

[(I) the petition shall be granted by operation
of law;

[(II) the Secretary shall appoint the Corpora-
tion as receiver; and

[(IIT) liquidation under this title shall auto-
matically and without further notice or action be
commenced and the Corporation may immediately
take all actions authorized under this title.

[(B) EFFECT OF DETERMINATION.—The determination
of the Court under subparagraph (A) shall be final, and
shall be subject to appeal only in accordance with para-
graph (2). The decision shall not be subject to any stay or
injunction pending appeal. Upon conclusion of its pro-
ceedings under subparagraph (A), the Court shall provide
immediately for the record a written statement of each
reason supporting the decision of the Court, and shall pro-
vide copies thereof to the Secretary and the covered finan-
cial company.

[(C) CRIMINAL PENALTIES.—A person who recklessly
discloses a determination of the Secretary under section
203(b) or a petition of the Secretary under subparagraph
(A), or the pendency of court proceedings as provided for

F:AVHLC\042412\042412.237

April 24, 2012



FA\R12\2D\RAM\FSRECON.RAM H.L.C.

18

under subparagraph (A), shall be fined not more than
250,000, or imprisoned for not more than 5 years, or both.
[(2) APPEAL OF DECISIONS OF THE DISTRICT COURT.—

F:AVHLC\042412\042412.237
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[(A) APPEAL TO COURT OF APPEALS.—

[(G) IN GENERAL.—Subject to clause (ii), the United
States Court of Appeals for the District of Columbia
Circuit shall have jurisdiction of an appeal of a final
decision of the Court filed by the Secretary or a cov-
ered financial company, through its board of directors,
notwithstanding section 210(a)(1)(A)(i), not later than
30 days after the date on which the decision of the
Court is rendered or deemed rendered under this sub-
section.

[(ii) CONDITION OF JURISDICTION.—The Court of
Appeals shall have jurisdiction of an appeal by a cov-
ered financial company only if the covered financial
company did not acquiesce or consent to the appoint-
ment of a receiver by the Secretary under paragraph
(1)(A).

[(Gii) EXPEDITION.—The Court of Appeals shall
consider any appeal under this subparagraph on an
expedited basis.

[Gv) SCOPE OF REVIEW.—For an appeal taken
under this subparagraph, review shall be limited to
whether the determination of the Secretary that a cov-
ered financial company is in default or in danger of de-
fault and satisfies the definition of a financial com-
pany under section 201(a)(11) is arbitrary and capri-
cious.

[(B) APPEAL TO THE SUPREME COURT.—

[G) IN GENERAL.—A petition for a writ of certio-
rari to review a decision of the Court of Appeals under
subparagraph (A) may be filed by the Secretary or the
covered financial company, through its board of direc-
tors, notwithstanding section 210(a)(1)(A)(i), with the
Supreme Court of the United States, not later than 30
days after the date of the final decision of the Court
of Appeals, and the Supreme Court shall have discre-
tionary jurisdiction to review such decision.

[(ii)) WRITTEN STATEMENT.—In the event of a peti-
tion under clause (i), the Court of Appeals shall imme-
diately provide for the record a written statement of
each reason for its decision.

[(ii) EXPEDITION.—The Supreme Court shall con-
sider any petition under this subparagraph on an ex-
pedited basis.

[(iv) SCOPE OF REVIEW.—Review by the Supreme
Court under this subparagraph shall be limited to
whether the determination of the Secretary that the
covered financial company is in default or in danger of
default and satisfies the definition of a financial com-
pany under section 201(a)(11) is arbitrary and capri-
cious.
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[(b) ESTABLISHMENT AND TRANSMITTAL OF RULES AND PROCE-

DURES.—

[(1) IN GENERAL.—Not later than 6 months after the date
of enactment of this Act, the Court shall establish such rules
and procedures as may be necessary to ensure the orderly con-
duct of proceedings, including rules and procedures to ensure
that the 24-hour deadline is met and that the Secretary shall
have an ongoing opportunity to amend and refile petitions
under subsection (a)(1).

[(2) PUBLICATION OF RULES.—The rules and procedures es-
tablished under paragraph (1), and any modifications of such
rules and procedures, shall be recorded and shall be trans-
mitted to—

[(A) the Committee on the Judiciary of the Senate;
[(B) the Committee on Banking, Housing, and Urban

Affairs of the Senate;

[(C) the Committee on the Judiciary of the House of

Representatives; and

[(D) the Committee on Financial Services of the House
of Representatives.
[(c) PROVISIONS APPLICABLE TO FINANCIAL COMPANIES.—

[(1) BANKRUPTCY CODE.—Except as provided in this sub-
section, the provisions of the Bankruptcy Code and rules issued
thereunder or otherwise applicable insolvency law, and not the
provisions of this title, shall apply to financial companies that
are not covered financial companies for which the Corporation
has been appointed as receiver.

[(2) Tuis TITLE.—The provisions of this title shall exclu-
sively apply to and govern all matters relating to covered fi-
nancial companies for which the Corporation is appointed as
receiver, and no provisions of the Bankruptcy Code or the rules
issued thereunder shall apply in such cases, except as ex-
pressly provided in this title.

[(d) TIME LIMIT ON RECEIVERSHIP AUTHORITY.—

[(1) BASELINE PERIOD.—Any appointment of the Corpora-
tion as receiver under this section shall terminate at the end
of the 3-year period beginning on the date on which such ap-
pointment is made.

[(2) EXTENSION OF TIME LIMIT.—The time limit established
in paragraph (1) may be extended by the Corporation for up to
1 additional year, if the Chairperson of the Corporation deter-
mines and certifies in writing to the Committee on Banking,
Housing, and Urban Affairs of the Senate and the Committee
on Financial Services of the House of Representatives that con-
tinuation of the receivership is necessary—

[(A) to—

[(i) maximize the net present value return from
the sale or other disposition of the assets of the cov-
ered financial company; or

[(ii)) minimize the amount of loss realized upon
the sale or other disposition of the assets of the cov-
ered financial company; and
[(B) to protect the stability of the financial system of

the United States.
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[(3) SECOND EXTENSION OF TIME LIMIT.—

[(A) IN GENERAL.—The time limit under this sub-
section, as extended under paragraph (2), may be extended
for up to 1 additional year, if the Chairperson of the Cor-
poration, with the concurrence of the Secretary, submits
the certifications described in paragraph (2).

[(B) ADDITIONAL REPORT REQUIRED.—Not later than
30 days after the date of commencement of the extension
under subparagraph (A), the Corporation shall submit a
report to the Committee on Banking, Housing, and Urban
Affairs of the Senate and the Committee on Financial
Services of the House of Representatives describing the
need for the extension and the specific plan of the Corpora-
tion to conclude the receivership before the end of the sec-
ond extension.

[(4) ONGOING LITIGATION.—The time limit under this sub-
section, as extended under paragraph (3), may be further ex-
tended solely for the purpose of completing ongoing litigation
in which the Corporation as receiver is a party, provided that
the appointment of the Corporation as receiver shall terminate
not later than 90 days after the date of completion of such liti-
gation, if—

[(A) the Council deter