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HOW WILL THE CFPB FUNCTION UNDER
RICHARD CORDRAY

WEDNESDAY, JANUARY 24, 2012

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON TARP, FINANCIAL SERVICES AND
BAILOUTS OF PUBLIC AND PRIVATE PROGRAMS,
COMMITTEE ON OVERSIGHT AND GOVERNMENT REFORM,
Washington, DC.

The subcommittee met, pursuant to notice, at 1:30 p.m., in room
2154, Rayburn House Office Building, Hon. Patrick T. McHenry
(chairman of the subcommittee) presiding.

Present: Representatives McHenry, Guinta, Buerkle, Meehan,
Walsh, Gowdy, Ross, Quigley, Maloney, Welch, and Speier.

Also present: Representatives Issa, Cummings, Norton, and
Connolly.

Staff present: Kurt Bardella, senior policy advisor; Robert Bor-
den, general counsel; Molly Boyl, parliamentarian; David Brewer,
counsel; Sharon Casey, senior assistant clerk; Katelyn E. Christ,
research analyst; Adam P. Fromm, director of Member services and
committee operations; Linda Good, chief clerk; Peter Haller, senior
counsel; Ryan M. Hambleton, professional staff member; Chris-
topher Hixon, deputy chief counsel, oversight; Mark D. Marin, sen-
ior professional staff member; Jaron Bourke, minority director of
administration; Kevin Corbin, Devon Hill, and Adam Koshkin, mi-
nority staff assistants; Ashley Etienne, minority director of commu-
nications; Jennifer Hoffman, minority press secretary; Jason Powell
and Steven Rangel, minority senior counsels; and Davida Walsh,
minority counsel.

Mr. McHENRY. The committee will come to order.

The Subcommittee on TARP, Financial Services and Bailouts of
Public and Private Programs is meeting here today and the hearing
is entitled, How Will the CFPB Function Under Richard Cordray?

The policy of this committee is that we begin with the mission
statement of the Oversight and Government Reform Committee.

We exist to secure two fundamental principles: first, Americans
have a right to know that the money Washington takes from them
is well spent and, second, Americans deserve an efficient, effective
government that works for them. Our duty on the Oversight and
Government Reform Committee is to protect these rights. Our sol-
emn responsibility is to hold government accountable to taxpayers
because taxpayers have a right to know what they get from their
government. We will work tirelessly in partnership with citizen
watchdogs to deliver the facts to the American people and bring
genuine reform to the Federal bureaucracy.

o))
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So, with that, I thank Mr. Cordray for being here today and
making time in his certainly busy schedule.

I will recognize myself now for 5 minutes for an opening state-
ment.

This hearing is to focus on the functions and operations of the
Consumer Financial Protection Bureau under Mr. Cordray.

The American public has always demanded consumer protection
regulations that discourage and discipline financial fraud and en-
sure consumers are entitled to clear, succinct, and honest disclo-
sures about financial products.

But that is simply not enough for a robust marketplace.

Since the onset of the financial crisis, Members of Congress have
heard from businesses of all sizes that markets are in need of cer-
tainty. In this regard, the CFPB has failed the first test.

The needed certainty that we and the financial marketplace
need, that consumers need, that regulated entities need in order to
extend credit is real.

Since Dodd-Frank was enacted 18 months ago, the role, agenda
and authority of the CFPB has increased uncertainty in U.S. mar-
kets, not lessened it. This restricts access to credit.

In May of last year, this subcommittee hosted then-special advi-
sor for the CFPB, Elizabeth Warren, in an effort to perform its
oversight responsibilities and allow the American public to clearly
understand the Bureau’s operations, accountability to U.S. tax-
payers, and beliefs about its authority and limits.

At the time, Ms. Warren’s answers to congressional questions
were fuzzy at best, leaving members and market participants un-
sure of the Bureau’s areas of focus and the duplicative role when
establishing rules with existing Federal regulators.

An encouraging sign is the news today that there is an agree-
ment between the CFPB and the FTC in division of those respon-
sibilities. That is a good sign.

As a result, countless experts continued to raise serious ques-
tions about the Bureau’s structure and broad discretionary powers
on our economy and credit markets.

While conflicting opinions about Federal regulators are not new,
the fact of the matter is that the operations and authority of the
CFPB still remain a mystery to Congress and the American public.

For the last year and a half, interim figureheads for the Bureau
have skillfully dodged congressional inquiries about the regulator’s
operations and powers. In this subcommittee, for example, Ms.
Warren could not answer a simple question about the definition of
abusive from Congressman Gowdy. This question came about. I
hope that Mr. Cordray will be willing to engage in that discussion
today and give some clarity.

With such immense powers over financial products left to the in-
terpretation of a single, unelected, unaccountable bureaucrat, with
over a half a billion dollar budget, furthermore, being done with a
recess appointment, Republicans in this body and in the Senate
have called for meaningful changes to the structure of the CFPB.

Unfortunately, the President decided against compromise. If hav-
ing a regulator with unprecedented and ill-defined power was not
enough, the administration decided to double down by bringing into
question the validity of its director. That is unfortunate.
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The fact that White House lawyers must continue to justify the
President’s decision to waive roughly 200 years of precedent jeop-
ardizes the sanctity of the Bureau’s operations and is unfair, in my
opinion, to Mr. Cordray, the Bureau, its powerful responsibilities
and duties, and, most importantly, the American public.

The irony for this to occur to the CFPB, self-proclaimed as “the
most constrained and most accountable agency in government,” is
chilling.

Nonetheless, now that Mr. Cordray, despite an appointment that
is constitutionally questionable, has stated his intention to assume
full powers as head of the CFPB, this subcommittee believes it is
time that he deliver definitive responses about how he will imple-
ment and enforce the unparalleled powers of his new office.

As daily headlines proclaim Mr. Cordray’s latest authorities and
targets, it is vital that this subcommittee stand committed to its
mission of producing an efficient and effective government that
works for the people and their livelihood.

Simple questions about the CFPB’s annual budget of roughly half
a billion dollars of taxpayer funds, dictated by a single individual,
to its vast authority over the U.S. economy remain unanswered
and warrant persistent congressional oversight.

I certainly appreciate the willingness of Mr. Cordray to submit
to this oversight. There are many questions that do remain. I am
interested in hearing from Mr. Cordray about his thoughts on what
he believes the CFPB’s new regulatory authority is and how it will
be promoting private sector job creation and a robust credit mar-
ket, and assuring that Congress will have accurate and full over-
sight over this process.

Will you disclose your regulatory agenda for the year?

Will you focus on products with even-handed enforcement, re-
gardless of who is offering said product?

Will you get input from small businesses on your regulations
that you are issuing?

Will you empanel small businesses and hear feedback from them
in your major regulatory pieces?

And will you actively solicit the regulated community as well?

These are questions that I will have and I look forward to the
gentleman answering, and I thank Mr. Cordray for making time in
his busy schedule early in his service in this regard.

With that, I will recognize Mr. Quigley, the ranking member.

Mr. QUIGLEY. Thank you, Mr. Chairman, and thank you for hold-
ing today’s hearing.

I would like to begin by reading a mission statement, that of the
CFPB: “To make markets for consumer financial products and serv-
ices work for Americans, whether they are applying for a mortgage,
choosing among credit cards, or using any number of other con-
sumer financial products.”

Let’s remember why we are here. There can be no amnesia about
the fact that these markets were not working for Americans before
the financial crisis. Weak and patchwork regulation allowed dan-
gerous consumer financial products and toxic financial instruments
to infiltrate the market.

Unscrupulous lenders were able to take advantage of consumers
by selling them faulty, fraudulent, and deceptive financial prod-
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ucts. This reckless lending poisoned the financial system and di-
rectly contributed to the mortgage meltdown.

We explicitly created the CFPB to protect Americans from these
fraudulent and abusive products.

On July 21, 2011, the CFPB took over consumer protection au-
thorities from the Federal Reserve, the FDIC, the FTC, the NCUA,
the OCC, OTS, and HUD. But, by law, CFPB supervisory authority
over nondepository providers of mortgage loans, mortgage broker-
age services, foreclosure release services, and abusive lending prac-
tices could not take effect until a director was in place. That is
why, on December 8th, I was so disappointed to see a culture-proof
minority of 45 Senators block Mr. Cordray’s nomination to be direc-
tor.

Mr. Cordray, a former Ohio attorney general, is eminently quali-
fied for this position. Senator Scott Brown has called him the right
person to lead the agency and help protect consumers from fraud
and scams. Mr. Cordray, who I am pleased to welcome here today
as the first director of CFPB, was appointed to his position by the
President on January 4, 2012. He takes charge of the CFPB at a
critical time for consumer financial protection. I am eager to work
with him and his staff to ensure that Americans in the 5th District
of Illinois, as well as around the country, are protected from finan-
cial fraud and abuse.

I am also glad to have this opportunity to discuss with Mr.
Cordray his plans for the CFPB under his directorship. I applaud
the early work that has been done looking into predatory practices
targeting veterans and I look forward to hearing more. I also ap-
plaud the fact that the CFPB has made transparency and account-
ability one of its top priorities.

This is the third hearing in this committee to invite witnesses
from and conduct oversight of the CFPB. Overall, this is the
twelfth time that witnesses from this agency have testified before
Congress. An independent audit firm found that the agency has
adopted and maintained a strong interest in being transparent and
accountable in public. In fact, both the ICP and the ABA have
praised the Bureau for its transparent and accessible rulemaking
process.

This is keeping with Congress’s intent in creating the CFPB,
whose ability to protect consumers is counteracted by extraordinary
and unprecedented checks and balances. For example, the Finan-
cial Stability Oversight Council can reject any CFPB regulation
that would put the safety and soundness of the U.S. banking sys-
tem or stability of the financial system at risk. Finally, the CFPB
stands alone among banking regulators in that its budget has a
statutory cap.

But the simple fact is that we need the CFPB. Whether you are
an investor planning for retirement or a veteran coming home after
serving our country, the agency will protect you against financial
abuse. I hope my colleagues will join me in welcoming Mr. Cordray,
and I look forward to hearing his testimony.

We need to understand, Mr. Cordray, that to a certain extent you
are outmanned. You are certainly outnumbered financially. So my
concern isn’t so much that you have this cap, my concern is do you
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gave the ability to meet this challenge given the resources you
ave.

I hope my colleagues will join me in welcoming Mr. Cordray. 1
look forward to hearing his testimony.

Mr. Chairman, I would also like to ask unanimous consent that
other members of the committee be allowed to participate in the
hearing.

[The prepared statement of Hon. Mike Quigley follows:]
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Statement of Ranking Member Mike Quigley
Subcommittee on TARP, Financial Services, and Bailouts of Public and Private Programs
“How Will the CFPB Function Under Richard Cordray?”
Tuesday, January 24, 2012 at 1:30 pm in 2154 Rayburn House Office Building

Mr. Chairman, thank you for holding today’s hearing on the Consumer Financial Protection
Bureau (CFPB) and its new director, Richard Cordray. '

I’d like to begin by reading the CFPB’s mission statement:

“To make markets for consumer financial products and services work for Americans—whether
they are applying for a mortgage, choosing among credit cards, or using any number of other
consumer financial products.”

There can be no amnesia about the fact that these markets were not working for Americans
before the financial crisis.

Weak and patchwork regulation allowed dangerous consumer financial products and toxic
financial instruments to infiltrate the marketplace.

Unscrupulous lenders were able to take advantage of consumers by selling them faulty,
fraudulent, and deceptive financial products.

This reckless lending poisoned the financial system and directly contributed to the mortgage
meltdown.

We explicitly created the CFPB to protect Americans from these fraudulent and abusive
products.

On July 21, 2011, the CFPB took over consumer protection authorities from the Federal Reserve,
the FDIC, the FTC, the NCUA, the OCC, OTS, and HUD.

But by law, the CFPB’s supervisory authority over (1) non-depository providers of mortgage
loans, (2) mortgage brokerage services, (3) foreclosure relief services, and (4) abusive lending
practices could not take effect until a Director was in place.

That is why, on December 8, I was so disappointed to see a cloture-proof minority of 45 senators
block Mr. Cordray’s nomination to be Director of the CFPB.
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Mr. Cordray, a former Ohio Attorney General, is eminently qualified for this position.

Senator Scott Brown, a Republican, has called Mr, Cordray “the right person to lead the agency
and help protect consumers from fraud and scams.”

Mr. Cordray, who I am pleased to welcome here today as the first Director of the CFPB, was
appointed to his position by President Obama on January 4, 2012.

Mr. Cordray takes charge of the CFPB at a critical time for consumer financial protection.

1 am eager to work with him and his staff to ensure that Americans in the 5 District of Illinois
as well as around the country are protected from financial fraud and abuse.

I am also glad to have this opportunity to discuss with Mr. Cordray his plans for the CFPB, under
his directorship.

1 applaud the early work that CFPB has done, like looking into predatory practices targeting
veterans, and I look forward to hearing more.

T also applaud the fact that the CFPB has made transparency and accountability one of its top
priorities.

This is the third hearing in this Committee to invite witnesses from and conduct oversight of the
CFPB.

Overall, this is the 12™ time that witnesses from the CFPB have testified before Congress.

An independent audit firm found that “the CFPB has adopted and maintained a strong interest in
being transparent and accountable to the public.”

In fact, both the ICBA and the ABA have praised the Bureau for its transparent and accessible
rule-making process.

This is keeping with Congress’s intent in creating the CFPB, whose ability to protect consumers
is counteracted by extraordinary and unprecedented checks and balances.

For example, the Financial Stability Oversight Council can reject any CFPB regulation that
“would put the safety and soundness of the U.S. banking system or stability of the financial
system of the U.S. at risk.”
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Finally, the CFPB stands alone among banking regulators in that its budget has a statutory cap.
But the simple fact is that we need the CFPB—

Whether you’re an investor planning for retirement or a veteran coming home after serving our
country, the CFPB will help protect you against financial abuse.

I'hope my colleagues will join me in welcoming Mr. Cordray, and I look forward to hearing his
testimony.

I’d also like to ask unanimous consent that members not on the Subcommittee be allowed to
participate in the hearing.

Thank you Mr. Chairman, and I yield back.

#i#
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Mr. McHENRY. Reserving the right to object. The intention is,
with this being such an important hearing, that I want to let our
Members have as many questions as they have time to ask and
that Mr. Cordray has time to answer, so it would be my intention
to object to other Members that are not on the subcommittee, aside
from the ranking member and obviously the full committee chair-
man. And I would hope that Members would respect that.

Mr. IssAa. Mr. Chairman.

Mr. MCHENRY. Yes.

Mr. IssA. Also reserving a point. The ranking member and I are
actually members of the subcommittee.

Mr. McHENRY. Ex-officio members, yes.

Mr. IssA. Actually, as Mr. Cummings would let us all know, vot-
ing members at a previous hearing. But, Mr. Chairman, our com-
mittee rules, as I understand them, are that you must be present
at the time that, by name, you are asked for. That has been the
policy. So I would not object, but I think that it would be appro-
priate to ask for unanimous consent if, and only if, an individual
arrived and could then be subject to that request, and, of course,
they would still go after all other Members.

Mr. McHENRY. Thank you so much, Mr. Chairman. I would put
that down as a matter of the committee rules, and thank you for
outlining that.

Mr. QUIGLEY. I think I still need to yield back, but thank you,
Mr. Chairman.

Mr. McHENRY. I thank the ranking member.

With that, we will now recognize Mr. Cordray. I know you are
familiar with the process with the lights, but you have 5 minutes
to summarize your opening statement. Green obviously means go;
yellow means, well, you are a former attorney general, you know
that means hurry up; and then, obviously, red means stop. So
thank you so much and we look forward to your testimony.

STATEMENT OF RICHARD CORDRAY, DIRECTOR, CONSUMER
FINANCIAL PROTECTION BUREAU

Mr. CorDRAY. Thank you, Mr. Chairman——

Mr. IssA. Mr. Chairman, I'd make a point of order that the wit-
ness has not been sworn.

Mr. McHENRY. I thank the full committee chairman. Again, not
reading off my script, I am so sorry.

If the gentleman will stand and if you will raise your right hand.

[Witness sworn. ]

Mr. McHENRY. Thank you. You may be seated.

Let the record reflect that the witness answered in the affirma-
tive.

And now I will take the time to introduce Mr. Cordray here to
represent the CFPB and testify on behalf of the CFPB after his
January 4th appointment. Thanks so much, Mr. Cordray. Five min-
utes.

Mr. CorDRAY. Thank you again, Mr. Chairman, for inviting me
here today. Thank you, Chairman Issa, Ranking Member
Cummings, Ranking Member Quigley and members of this sub-
committee for taking time to hear about the Consumer Financial
Protection Bureau.
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Before I became director, I promised Members of Congress in
both chambers and on both sides of the aisle that I would be ac-
countable to you for how the Consumer Bureau carries out the laws
you have enacted. I said that I would always welcome your
thoughts about our work, and I stand by that commitment today.
I am pleased to be here with you to tell you about our work and
to answer your questions.

The people who work at the Consumer Bureau are always happy
to discuss our work with the Congress. This is the twelfth time
that we have testified before either the House or the Senate, and
my colleagues and I look forward to working closely with you, with
the businesses who serve their customers in the consumer financial
markets, and with the hundreds of millions of American consumers
themselves.

I am honored to serve as the first director of the new Consumer
Bureau. I am energized and inspired by the many talented people
who work with me there and I am driven by the challenges and
responsibilities of our mission to protect American consumers.

Our mission is of critical importance to making life better for
Americans. Consumer finance is a big part of all our lives. Mort-
gages allow people to buy a home and spread the payments over
many years. Student loans give young people with talent and ambi-
tion the ability to get an education. Credit cards give us immediate
and convenient access to money when we need it.

These products enable people to achieve their dreams. But as we
have all seen in recent years, they can also create dangers and pit-
falls if they are misused or not properly understood.

During my years in State and local government, I became deeply
engaged in consumer finance issues. I saw good people struggling
with debt they could not afford. Sometimes those people made bad
decisions they came to regret. Sometimes an unexpected event, like
a loved one getting sick or a family member losing a job, over-
whelmed even their most careful planning. Still, other times I saw
unscrupulous businesses who obscured loan terms or engaged in
outright fraud, causing substantial harm to unsuspecting con-
sumers, ruining their lives and devastating our communities.

I am certain that each one of you hears these same stories every
day from your families, your neighbors, and constituents in your
districts. People do not want or expect any special favors; they just
ask for a fair shake. They want a consumer financial system that
actually works for consumers and a chance to get back on track to-
ward the American dream.

One of our primary objectives at the Consumer Bureau is to
make sure the costs and risks of these financial products are made
clear. People can make their own decisions, and nobody can or
should try to do that for them. But it is the American way for re-
sponsible businesses to be straightforward and up-front with their
customers, giving them all the information they need to make in-
formed decisions. That is good for honest businesses and it is good
for the overall economy.

A particular quote caught my eye recently which embodies this
view. It goes: Free men engaged in free enterprise build better na-
tions, with more and better goods and services, higher wages and
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higher standards of living for more people. But free enterprise is
not a hunting license.

That was Governor Ronald Reagan in 1970. I agree with what
he said and it is a view widely shared by the people who work with
me at the Consumer Bureau.

So another key objective is making sure that both banks and
non-bank competitors receive the evenhanded oversight necessary
to promote a fair and open marketplace. Our supervisors will be
going onsite to examine their books, ask tough questions, and work
with them to fix problems we uncover. Under the laws enacted by
Congress, and with a director now in place, we have the ability to
make sure this is true across all financial products and services.

The Consumer Bureau will also make clear that violating the law
has consequences. Through our field examiners, our direct contact
with consumers and businesses, and our highly skilled researchers,
we have multiple channels to know the facts about what is hap-
pening in the marketplace. We plan to use all the tools available
to us to ensure that everyone respects and follows the rules of the
road. Where we can cooperate with financial institutions to do that,
we will. However, we will not hesitate to use enforcement actions
to right a wrong.

As we move forward with our work, we need to hear directly
from the consumers we protect and the businesses who serve them.
We do that on our Web site, consumerfinance.gov, where people are
able to tell us their personal stories. We also make it a point to get
out of Washington and to hear from people across the country.
Thus far, we have held 10 field meetings in Philadelphia, Min-
neapolis, Cleveland, and we had our first field hearing in Bir-
mingham. We are hearing from thousands of Americans about
what works and what does not. We are listening closely and we
will hope that many of you will join us at these events when we
come to visit your communities.

Thank you. I look forward to your questions.

[The prepared statement of Mr. Cordray follows:]
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Introduction

Thank you, Chairman McHenry, Ranking Member Quigley, and members of the
Subcommittee for inviting me to testify about the Consumer Financial Protection Bureau. I am
pleased to have this opportunity to discuss the work of the Consumer Bureau, and I look forward
to working with you and other members of Congress in the future.

I am honored to serve as the first Director of the Consumer Financial Protection Bureau,
the first agency whose sole mission is making sure that consumer financial markets work for
American families. As Director, I am committed to establishing the kind of productive working
relationship with you and your colleagues that will allow this agency to succeed. As we work to
fulfill the statutory mission set out by Congress, we believe it is critical that Congress receives
the information it needs about our activities. My testimony today represents the Consumer
Bureau's 12" appearance testifying before Congress. (See Appendix A)

Moreover, we need and want to hear from you. At every stage, I believe that input from
Congress will help improve our work and our ability to deliver real value to American
consumers. I look forward to an open dialogue with Congress on the many important issues that
affect your constituents and consumer financial markets nationwide.

Consumer finance is an enormous part of our economy, and it plays a vital role in the
daily life of almost every American. The stakes could not be higher. Financial products can
make life better and create opportunities for people to invest in their future. However, as we
have all seen in recent years, these same products can also make life more difficult. Over time,
consumer finance has become more complicated and risky, and the results can be disastrous not
only for families but for communities and the entire economy. Consumers need better
information about the costs and risks of their financial decisions, and they should be able to
make up-front comparisons among competing products. Sellers of financial products need to
know that their competitors are playing by the rules and cannot succeed by deceiving customers
or engaging in other unscrupulous practices that achieve cost advantages by violating the law.

My vision for the Consumer Bureau is that it will work to make consumer financial
markets operate fairly in order to protect consumers, support honest businesses, and play a
crucial role in helping to safeguard the overall economy.

First, the Consumer Bureau will benefit consumers by clarifying the prices and risks of
consumer financial products and services. When consumers know the true costs, benefits, and
risks of competing products, they will be better able to make good decisions for themselves and
their families. It will also help people avoid being ambushed by costly surprises buried in the
fine print, so they can have proper confidence that the terms of the deal stated today are the terms
they will actually be living with down the road.

Second, the Consumer Bureau will benefit honest businesses by leveling the playing field
and ensuring that financial institutions play by the same set of rules. In the run-up to the
financial crisis, nonbank firms generally were not subject to the federal supervision that applied
to banks. Some of these unsupervised entities led a race to the bottom in lending standards that
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hurt responsible businesses, including community banks and credit unions, and greatly harmed
consumers. With a Director now in place, the Bureau can work to level the playing field on
which our nation’s financial institutions will innovate and compete.

Honest businesses want to compete in a market where buyers understand the terms of the
deal and can compare possible alternatives. These firms work to win market share based on fair
competition and excellent customer service, not through deception or fraud. The Consumer
Bureau can help responsible businesses by ensuring that everyone competing in the marketplace
follows the same set of fair and reasonable rules.

Finally, the Bureau’s efforts can help strengthen our nation’s economy. We have all seen
how gross imbalances in consumer financial markets, most notably in the mortgage market, were
a significant cause of the recent financial crisis. By creating this new agency with an intensive
focus on consumer financial protection, Congress has provided an important means to ensure that
such imbalances will be identified and addressed long before they produce such devastating
results.

Consumer Bureau Activities to Date

Although the Consumer Bureau was officially launched only six months ago, we have
already begun several initiatives to help consumer financial markets work better.

Bank and Nonbank Supervision

This month, the Consumer Bureau launched the first federal nonbank supervision
program, one of the central new authorities provided by the Dodd-Frank Act. There are
thousands of nonbank providers of financial products and services that make up a significant
portion of the consumer financial marketplace and affect millions of Americans each year.
Nonbanks include companies such as mortgage lenders, mortgage servicers, mortgage brokers,
payday lenders, consumer reporting agencies, debt collectors, and money services corporations.
The nonbank supervision program will include conducting individual examinations and may also
include requiring reports from businesses to determine what areas need greater focus. The
Bureau will determine what degree of supervision to perform based on an analysis of the risks
posed to consumers, including factors such as the nonbank’s volume of business, types of
products or services, and the extent of state oversight for consumer financial protection.

Last year, the Consumer Bureau launched its large bank supervision program, which
focuses on ensuring that banks with more than $10 billion in assets comply with federal
consumer financial laws. The large bank program covers more than one hundred of the largest
banks, thrifts, and credit unions in the country, as well as their affiliates.}

1 In connection with its bank and nonbank supervision program, the Consumer Bureau released a Supervision
and Examination Manual that provides direction to CFPB examiners on how to determine if companies are
complying with federal consumer financial laws. In addition, the Consumer Bureau has issued procedures
focused on particular industries, including mortgage origination, mortgage servicing, and payday loans,
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Know Before You Owe

The Consumer Bureau is hard at work to make transparency in consumer financial
products a reality. The CFPB launched Know Before You Owe campaigns to help consumers
better understand various financial products by simplifying often confusing and duplicative
information. Thus far the CFPB has launched Know Before You Owe projects for residential
mortgages, student loans, and credit cards to improve the quality and clarity of information
provided to consumers. The Bureau continues to solicit feedback to make mortgages, student
loans, and credit card agreements more understandable.

On mortgages, in particular, as part of our required tasks under the Dodd-Frank Act, the
CFPB is creating shorter and more useful disclosure forms for the loan estimate that consumers
receive shortly after they apply for a mortgage. Our work in this area will reduce regulatory
burden and make the costs and risks of a loan clearer so that consumers can choose the mortgage
that best meets their needs. Specifically the CFPB is working to integrate the separate disclosures
required under the Truth in Lending Act (TILA) and the Real Estate Settlement Procedures Act
(RESPA). Over five rounds of testing prototype forms, the CFPB received feedback on the
forms from more than 24,000 members of the public, industry participants, and market experts.
The CFPB is also working to reduce unnecessary paperwork by combining disclosures received
at the closing of a mortgage agreement.

On student loans, in collaboration with the Department of Education, the CFPB released
a suggested one-page “shopping sheet" to provide students and their families with important
financial aid information such as estimated monthly payment levels after leaving school. The
“shopping sheet” is intended to encourage more informed decisions about paying for higher
education by reducing jargon, facilitating comparisons, and distinguishing loans from other types
of financial aid.

In December, the CFPB released a prototype credit card agreement that makes it easier
for consumers to understand the terms and features of the product. The two-page agreement is
written in plain language and explains key prices and features upfront. The CFPB is testing the
prototype with Pentagon Federal Credit Union, one of the largest credit unions in the country,
which has more than 350,000 credit card customers

Regulatory Streamlining

The Bureau launched a targeted initiative to streamline the regulations that the agency
inherited from seven different federal agencies under the Dodd-Frank Act. In November 2011,
the Bureau issued a Notice and Request for Information asking the public to identify provisions
of the inherited regulations that the agency should make the highest priority for updating,
modifying, or eliminating because they are outdated, unduly burdensome, or unnecessary. In
addition, it seeks suggestions for practical measures the Bureau could take to make complying
with the regulations easier.
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Office of Servicemember Affairs

The Office of Servicemember Affairs is charged with educating and empowering
servicemembers and their families to make better informed decisions regarding consumer
financial products and services. Under the leadership of Assistant Director Holly Petraeus, the
Consumer Bureau has been collecting data and other information from servicemembers, their
advocates and counselors, and industry participants. Mrs. Petraeus has already brought
important attention to the unique financial circumstances of men and women in uniform and has
focused our efforts in several specific areas.

Mrs. Petracus has led the Bureau’s efforts to coordinate with federal and state agencies
on consumer protection issues affecting military families. She has traveled to seventeen military
installations to hear firsthand the financial challenges that military families face and has testified
four times before Congress about servicemember issues. The Office held a day-long “Financial
Fitness Forum” bringing industry leaders together to discuss how to better serve military
members and veterans.

Office of Financial Protection for Older Americans

The Office of Financial Protection for Older Americans will help seniors navigate
financial challenges by educating and engaging them about their financial choices. We have all
seen the prevalence of scams and frauds aimed at exploiting seniors to gain access to their money
or their sensitive personal financial information. In fact, I fought these predatory schemes
constantly in my work as Ohio Attorney General. Under the leadership of Assistant Director
Skip Humphrey, the office has begun holding town halls and other events to gather information
about issues affecting seniors in states such as California, Florida, Massachusetts, Minnesota,
New York, and Maine.

Enforcement

In my prior role, I was building the enforcement arm of the Bureau. Now that we have a
Director, we have our full authorities to investigate and bring enforcement actions to ensure that
financial providers are held accountable if they violate the law, and that the rules of the road
governing banks and nonbanks are applied evenhandedly to all participants. In this area, the
Bureau is also cooperating closely with other law enforcement agencies to avoid any duplication
of work and to coordinate limited resources. The Bureau has many tools to address problems in
the financial markets, including supervision, rulemaking, and enforcement. Filing lawsuits or
administrative actions will be necessary at times to ensure that the law is followed and respected,
and that harm to consumers from unlawful conduct is remedied.

Qffice of Fair Lending and Equal Opportunity

The Office of Fair Lending and Equal Opportunity leads the Consumer Bureau’s efforts
to ensure fair, equitable and nondiscriminatory access to credit for individuals and communities.
The Office’s function is to provide oversight and enforcement of federal fair lending laws;
coordinate fair lending efforts of federal agencies and state regulators; and work with private
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industry, civil rights, and consumer advocates to promote fair lending compliance and education.
It is operating in close partnership with Bank and Nonbank Supervision to develop supervisory
manuals and begin fair lending examinations of supervised institutions.

Engaging with Stakeholders

One of the highest priorities of the Consumer Bureau is to communicate frequently,
substantively, and candidly with a wide range of industry and consumer groups who are affected
by our activities. In addition to the outreach efforts discussed above, Consumer Bureau staff
have traveled across the country to engage with stakeholders and listen to their expectations and
concerns about consumer finance markets and the agency itself.

Engagement with individual consumers is of course a cornerstone of the Consumer
Bureau’s activities. In cooperation with other federal regulators, the Consumer Bureau has taken
a phased approach to the scope of its Consumer Response function, which fields complaints from
the public. This approach enables the Consumer Bureau to staff and build the infrastructure and
processes needed to provide a service that is trusted, easy to use, and effective. Consumer
Response began taking complaints related to credit cards on July 21, 2011, and the system was
expanded to include mortgage complaints on December 1, 2011, The Consumer Bureau expects
to handle appropriate complaints with respect to all products and services within its authority by
the end of 2012.

The Bureau also created a “Tell Your Story” feature on its website that gives consumers
the opportunity to share their experiences with consumer financial products — positive or
negative. These submissions, along with complaints received through the Consumer Response
function, help inform other aspects of the Bureau’s work, including policy making, supervision,
enforcement, rulemaking, and consumer education functions. In addition to learning from
individual consumers, the Consumer Bureau engages frequently with consumer, civil rights, and
community-based organizations that have acquired substantial expertise in the consumer
financial sector.

The Consumer Bureau has also been committed to meaningful engagement with industry
stakeholders whose input is essential to understanding consumer finance markets and the
implications of Consumer Bureau actions. From the earliest stages of our efforts to stand up the
agency, outreach to smaller lenders has been a particular focus of the Consumer Bureau. We
recognize that a strong and diversified financial services industry -- one that includes small as
well as large providers — is the best way to serve American consumers. Community banks and
credit unions know their customers, can provide tailored products and services, and have builta
business model based upon long-term relationships and trust. They disproportionately provide
credit to small businesses. In short, their importance to our communities and to the national
economy cannot be overstated. A special team at the Bureau is dedicated to community bank
and credit union outreach so that we can stay continually informed about developments in their
industry as well as their unique perspective on regulatory compliance issues.

Consumer Bureau staff also continue to engage with large bank and nonbank executives
as well as trade associations representing financial institutions. Large financial institutions have
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a broad view of consumer finance markets, and their practices and products affect millions of
Americans every day. A well-grounded understanding of the nation’s largest financial
companies is essential to fulfilling our mission to improve consumer financial markets.

Building a 21" Century Agency

Six months from the official launch of the Consumer Bureau, we are well along the path
to building a modern and efficient agency. The early accomplishments of the Consumer Bureau
are the direct result of careful planning and recruitment of a top-notch workforce.

From the early days of building the Consumer Bureau, we have recognized the
importance of extensive input from and collaboration with the public at large as well as our key
stakeholders. For example, when designing the agency’s structure in late 2010, we provided our
draft organizational chart to members of Congress and other stakeholders, and we posted the
chart on our website early last year. With help and advice from many outside stakeholders, we
have established an organizational structure that provides the infrastructure the Bureau needs to
meet its responsibilities in the years ahead.

By creating and implementing a strategic workforce plan, the Consumer Bureau has
recruited a talented, dedicated, and experienced workforce that brings a variety of backgrounds
and perspectives to our work. This team includes people with significant business backgrounds,
public sector experience (including transferees from other agencies), and experience in academia
and non-profit organizations. As of December 31, 2011, we have hired approximately 757
employees who support operations in our Washington, D.C. headquarters and our regional
satellite offices in Chicago, New York City, and San Francisco. Attached for your reference is
additional detail on the Consumer Bureau’s workforce. (See Appendix B)

From the earliest stages of our start-up efforts, the Consumer Bureau has worked to
establish budgeting and financial controls that will help ensure that resources are deployed
effectively and efficiently. The Government Accountability Office completed its first annual
audit of the Consumer Bureau in November 2011, and the Bureau received an unqualified
“clean” opinion in the fiscal year 2011 audit. The Bureau is also subject to an additional yearly
independent audit of its budget and operations. The Bureau received positive performance
ratings in the first such audit, which was completed and submitted to Congress in October 2011 2
Consistent with the Consumer Bureau’s commitment to transparency, we have posted on our
website quarterly updates on our budget and expenditures, including the most recent update
posted this week. Details regarding the Consumer Bureau’s fiscal year 2011 funding requests
and expenditures can be found in the attached materials. (See Appendix C and D)

Conclusion

At the Consumer Bureau, we are working to make financial markets work better for
consumers and the honest businesses that serve them. Prior to the financial crisis, seven federal

2 The report of GAO's fiscal year 2011 audit of the Consumer Financial Protection Bureau and the additional
independent audit of budget and operations are attached as Appendix Eand F.
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agencies had some responsibility for consumer financial protection, but none of these agencies
had consumer financial protection as its sole priority, or the tools to regulate and oversee the
whole market. As a result, there were gaps in oversight and basic problems of accountability,
contributing to markets that failed and an economy driven to the brink of collapse. The
Consumer Bureau is now directly and singularly responsible to the public for performing its
consumer financial protection functions, and it has comprehensive tools to help ensure that
financial markets work for American families.

Chairman McHenry, Ranking Member Quigley, and members of the Subcommittee,
thank you again for inviting me to testify today about the Consumer Bureau. Ihave great
appreciation for the important role of oversight. I believe that the Bureau must be an active
participant in the congressional oversight process, and that meaningful oversight will help build
public confidence in the Bureau. I welcome the opportunity to discuss the activities of the
Bureau and update you on our efforts to protect consumers and improve consumer financial
markets.
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Mr. McHENRY. Thank you, Mr. Cordray and thank you for your
testimony.

I will now recognize myself for 5 minutes.

After your January 4th recess appointment, the CFPB took its
nonbank supervisory authority and you are moving forward with
that. On your Web site you have a statement of regulatory policy.
You are familiar with the SEC and their process that they put for-
ward, and they put forward an agenda that roughly outlines their
year’s plan. Would you submit to that same type of disclosure on
the regulatory framework that you are going to attempt to put in
place in the coming year?

Mr. CorDRAY. Thank you, Mr. Chairman. It is our intention to
be as transparent as we can be, but recognizing that we are a new
agency and building an agenda from the ground up. Now, first and
foremost, our agenda is set by Congress. We are to implement the
laws that you have enacted, and our regulatory agenda in the early
going is largely going to be dictated by that.

Mr. McHENRY. Okay.

Mr. CORDRAY. There are certain rules that you have required us
to do and we will focus——

Mr. MCcCHENRY. Yes. And, number one, you have actually taken
the existing rules from the myriad of other regulators which you
have assumed.

Mr. CORDRAY. Yes.

o Mr. ?MCHENRY. At what date did you become employed by the

FPB?

Mr. CORDRAY. Me?

Mr. McHENRY. Yes.

Mr. CORDRAY. January of last year. I believe the date was Janu-
ary 18th of 2011.

Mr. McHENRY. Okay. So you have had roughly a year as the di-
rector of enforcement, and in that role you have seen the buildup
hn t}‘l?e CFPB. How many folks are employed at the CFPB at this

ate?

Mr. CoOrRDRAY. At the end of 2011 we had 757 employees. The
counting depends a bit on whether you count detailees from other
agencies, people who have been made offers and accepted, but that
is the ballpark.

Mr. McHENRY. So 700, 800 folks.

Mr. CORDRAY. Correct.

Mr. McHENRY. And what was the budget last year, roughly?

Mr. COrRDRAY. Well, the budget that we had sought originally in
the fiscal year 2011-2012 proceedings was $142 million.

Mr. McHENRY. And you drew down from the Fed how much?

Mr. CORDRAY. Last year we drew down from the Fed about $161
million. We had to make some adjustments in light of we had some
issues with the Fed about negotiating what kind of contribution we
h}?d to make to their pension system as we joined them and when
that

Mr. McHENRY. So $300 million budget. So the question I have
is will you lay out a regulatory agenda for the coming year with
these roughly 800 employees you have and a budget that is hun-
dreds of millions of dollars? Will you lay that out for the public so
that those that are engaged in that type of business activity will
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know that it is coming forward, Members of Congress will know
that this is part of your agenda?

Mr. CorDRAY. I think, Mr. Chairman, we have been quite trans-
parent about our regulatory agenda. As I say, it is stuffed full of
the requirements that Congress has imposed on us, and it is our
first obligation to carry that out.

Mr. MCHENRY. I certainly appreciate that.

My time is short, but the SEC outlines the regulatory actions
that they intend to take in the coming year. Other regulatory bod-
ies do this. You are vested with enormous powers, one person vest-
ed with enormous powers over all consumer finance in this country.
Will you at least submit to the idea of maybe laying out the agenda
for the next month?

Mr. CorDRAY. Well, I will tell you what, Mr. Chairman. I think
our agenda has been pretty clear to everybody who has interacted
with us, from the Chamber to consumer groups. I am happy to
have my staff work with you and if that seems to be a best prac-
tice, that that is something that we can do. We are not intending
to hide the ball. I think our priorities are quite clear, we have stat-
ed them very clearly. If you want to have it on a particular piece
of paper or on a Web site, that is something we can

Mr. McHENRY. I think it would be a best practice if you look at
what the SEC is doing in laying out their regulatory agenda. I
think that would give clarity to the public, allay a lot of concerns
that I have from small and large businesses alike, and from Mem-
bers of Congress as well.

Mr. CORDRAY. Let us take a look at that and work with you and
your staff, and we will see what we can do to——

Mr. McHENRY. Thank you.

Mr. CORDRAY. Yes.

Mr. McHENRY. What current rulemaking are you working on
right now?

Mr. CorDRAY. The biggest one we are working on, and we have
been working on it for some time, is actually something near to
your heart, I know, because you tried to legislate on it as much as
5, 6 years ago, when it would have made more of a difference be-
fore the crisis, which is consolidating the mortgage disclosure forms
around real estate closings, the TILA and RESPA so-called forms
that over the years have been adopted separately under different
statutes by HUD and by the Federal Reserve.

They were duplicative in many respects. There was a long-time
congressional desire to simplify and clarify that and reduce the
burdens. That is something we have been at work on since about
May of last year. We will be coming out with a proposed rule on
that by this summer. We are going to have small business briefing
panels on that starting in the spring and it has been an ongoing
effort for us to follow through on what I know you sought to do 5,
6 years ago.

Mr. McHENRY. Thank you. A further question would be would
you intend to have a small business panel for all major regulatory
actions you take?

Mr. CORDRAY. We are required by law to empanel a small busi-
ness panel. Unique among the banking agencies. It is one of the
oversight mechanisms you all put in place for us. It is totally ap-
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propriate. Unless we can certify that a particular rule would not
have a significant impact on small providers. So the assumption
and the baseline is that we will do those panels. We are going to
do it, and I saw some communication earlier today from one of the
associations suggesting that we maybe were not. We have already
committed to that; we committed in congressional testimony last
year. That will be coming very soon.

Mr. McHENRY. And that will be coming this year?

Mr. CORDRAY. On the TILA RESPA rule in particular, yes.

Mr. McHENRY. Okay. Thank you.

Mr. Quigley for 5 minutes.

Mr. QUIGLEY. Thank you, Mr. Chairman.

Mr. Cordray, the questions that were set for Ms. Warren are set
for you as well. I know she had discussions with community bank-
ers associations, particularly of my State, the State of Illinois, and
the discussion was very intense about leveling the playing field for
community bankers. Could you comment on your sense of how that
plays out in your administration?

Mr. CORDRAY. Yes, Congressman. It is a very high priority for us.
It was the first active step that we took as a Bureau after I was
appointed director, and that was the time at which we could now
begin to actually implement a nonbank supervision program. It is
something that, had it been in place, would have helped community
banks and credit unions across this country immensely in the
runup to the financial crisis.

We have what, in my view, was a broken regulation of the mort-
gage market, where some people were regulated, others were not.
I was a State treasurer and local treasurer at the time. I heard
from bankers in my area who told me they were asked to make
loans by customers that they knew would not work and they had
to watch those customers after they said, no, go down the street
and get them from unlicensed brokers and others, and it eventually
wrecked the system.

So leveling the playing field is very important not only to the
community banks and credit unions themselves, but it is very im-
portant to making this system work. So it is very important to us
and we know it is a big responsibility for us.

Mr. QUIGLEY. Thank you. You mentioned the number of employ-
ees you have and the resources you have, and I alluded to it in my
opening statement. Just try to ballpark an analysis of that which
you are attempting to regulate, the comparative budgeting for mar-
keting alone within these institutions, the number of staff they
have, the resources they have. The cavalry is not coming over the
hill anytime soon, but do you have the resources currently to match
those extraordinary levels of institutional capability?

Mr. CorDRAY. I would say two things, Congressman. That is a
concern. We are, right now, a new agency, so we are building up.
You know, we started obviously at zero. We are at 757 at the end
of last year. We need to build further. We need to recognize the
scope of what we are trying to deal with. The consumer credit mar-
kets, you add up all aspects of that, mortgages and the other
things, is approximately a $20 trillion set of markets, so it is a big
job. I have heard a lot of talk about how powerful we are, but it
is an important set of markets, and we hope that we are up to the
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task, and we are working to be up to the task, but it is an immense
challenge.

Mr. QUIGLEY. I am not out to demonize anyone in any industry,
but we have had enough lessons in our lifetime here to recognize,
human nature being what it is, someone needs to regulate particu-
larly this industry. If you could focus, in the closing parts of my
time, your interest in the issues you see particularly for those vet-
erans coming home, protections they might need.

Mr. CORDRAY. As I know you know, we have been fortunate to
have a tremendous spokesperson for service member issues at the
Bureau, Mrs. Holly Patraeus, who has been teaching us all about
the special circumstances that service members and veterans face:
some of the challenges that a simple debt collection issue can pose,
posing risk to their security clearance; being moved around under
orders and, in this market, not necessarily being able to sell their
home and, therefore, being saddled with immense financial stress
for themselves and their families; the real scuffle that a lot of col-
leges, universities are waging to get at the GI money that is avail-
able to returning service members to go to school; and there is a
lot of concerns that she has raised both for us and I believe for
Members of Congress.

And I know that these are issues that are bipartisan and there
is concern across the spectrum that we be able to address them ef-
fectively. We feel the same and she goes out week in, week out, vis-
its military bases, works with the JAG Corps to bring home in-
sights and perspectives that we can then use to be more effective
in our work, and we are proud and, frankly, grateful to have her
as a colleague and to follow her lead in these areas.

Mr. QUIGLEY. I am particularly sensitive and concerned too be-
cause we have veterans coming home with health issues that aren’t
new, but perhaps will be extraordinary in number and intensity.
We haven’t had incidents where people on four, five, six deploy-
ments before, so I would like to think our institutions would be
sensitive to that. But to the extent we can help, I think that is just
as important.

My time is over and I yield back.

Mr. McHENRY. With that, I yield 5 minutes to the vice chairman,
Mr. Guinta, of New Hampshire.

Mr. GUINTA. Thank you, Mr. Chairman.

Thank you, Mr. Cordray, for testifying today. I have a couple of
questions just to talk a little bit about accountability, transparency.

Mr. CORDRAY. Yes.

Mr. GUINTA. I assume those two things are rather important to
you and rather important to the agency, correct?

Mr. CorDRAY. I think they are critical to the credibility of the
agency and I think you have every right to demand that from us,
and I hope that you will find that we provide it.

Mr. GUINTA. Do you recall, during Elizabeth Warren’s testimony
back in March of last year, her statement that the CFPB is the
most constrained and the most accountable agency in government?

Mr. CORDRAY. I don’t recall the exact words, but I recognize the
tenor of the discussion.

Mr. GUINTA. If I could just have the record reflect that that was
part of her testimony. Would you agree with that statement? As-
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suming she said it, would you agree with that statement, now that
you sit in

Mr. CorDRAY. Well, I think Professor Warren had had more ex-
perience with the Washington agencies than I have had. I have
been here for a year; she, as you know, had worked as congres-
sional oversight and so forth, so she may have broader perspective
than I. I do know that there are very special oversight provisions
in our law that apply to us that do not apply to any other banking
agency.

So, for example, as was mentioned earlier, our budget is subject
to a cap. No other banking agency has that. We are not able to
raise our budget by raising anyone’s fees, unlike the other banking
agencies. If we were to ever have to go above that cap, we would
come to Congress and be subject to the appropriations process. Not
true of any other banking agencies. Our rules can be overridden by
the Financial Stability Oversight Committee. Not true of any other
banking agency. I believe we are subject to more audits and finan-
cial and budget oversight than other banking agencies.

So there certainly is a way in which that statement seems quite
true. Whether it is true across all agencies, I am not sure I have
the perspective to make a global comment.

Mr. GUINTA. Is it fair to say that your agency should be or would
be an unbiased agency?

Mr. CorDRAY. You know, I would hope that that is so, but I
imagine that is always going to be in the eye of the beholder. I
think one of the things we can do in our work to try to make sure
that we heed to that touchstone, which I agree with you is a desir-
able thing, is to make sure we are hearing broadly and in a very
open way from all perspective on issues, so particularly that we
hear from both the providers and the consumers that are on both
sides of each transaction. I think we are making a lot of efforts to
do that, but it is also probably useful for us to come up here regu-
larly and hear from you on it as well.

Mr. GUINTA. Well, given that, and I appreciate hearing you say
that, and I would tend to agree, we want to see all sides of an issue
before there is action, my fundamental concern moving forward is,
as other Members have talked about and will continue to talk
about, is the process by which you were appointed. Does it concern
you that the process by which you were appointed has an impact
on those very individuals or businesses or banks that you are going
to be regulating?

Mr. CORDRAY. I understand that there is controversy that people
have raised about the appointment. My intention here is I am in
a job; it is an important job; it is a big job that commands all my
time and attention. All I can do is try to carry out the responsibil-
ities that the law of the land now has put on my back and to try
to do it in a way that is consistent with the values you articulated,
which I think are good ones for us, transparency and account-
ability. So I will do that and that will be my focus.

Mr. GUINTA. And you mentioned earlier in your testimony that
you take direction from Congress. Do you also take direction from
the White House?

Mr. CorDRAY. We do not. We are an independent Federal agency.
As you know, there are a number of those. Constitutional scholars
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scratch their heads at times to figure out how they fit directly
within the three branches of government, but it is my under-
standing that Congress has established independent agencies to
keep them closer to the Congress, to keep them accountable for en-
forcing the law, and I expect that that is why we will be here fre-
guently for oversight and for you to know exactly what we are
oing.

Mr. GUINTA. So there have been no directives that you have re-
ceived since your appointment from the White House?

Mr. CORDRAY. There have not.

Mr. GUINTA. If there were, in the future, directives, would you
willingly, proactively share that with this committee?

Mr. CORDRAY. It would be within our discretion to determine our
course, and the way we would exercise that discretion is by looking
at the statutes that you have passed, which are the only thing that
give us any authority to do anything at all, and make sure that we
are adhering closely to carrying those out.

Mr. GUINTA. The only reason I bring it up is because in terms
of accountability and transparency, something I think is extremely
important, I think it is better to err on the side of caution and be
over-transparent than under-transparent, which I think is the
point that the chairman was also making about posting things on
your Web site, what your regulatory agenda is. Those things are
extremely important, I think, for the country and for those that you
oversee.

Mr. CORDRAY. Yes.

Mr. GUINTA. So you have credibility and the agency has credi-
bility. And I think, as is stands today, there is probably some ques-
tion about that, given the process by which you were appointed. So
I thank you for your time. Unfortunately, my time has expired.

Mr. McHENRY. The gentleman’s time has expired.

We will now recognize the full committee ranking member, Mr.
Cummings, for 5 minutes.

Mr. QUIGLEY. Mr. Chairman, before you do that, if I might ask,
again, for unanimous consent

Mr. McHENRY. The ranking member is recognized.

Mr. QUIGLEY. Thank you, Mr. Chairman. I would like to renew
my motion to ask unanimous consent that other members of the
committee be allowed to participate, particularly Mr. Connolly, who
is at the far end.

Mr. MCHENRY. Yes. And the Chair did not state correctly at the
beginning. In order to have other committee members of the full
committee hear today, that can happen in due course, and it is
based on seniority on your side of the aisle at the time that folks
show up, and that is your party’s prerogative of that. For other
Members of Congress who wish to sit in, they have to ask unani-
mous consent at the time that they are here and want to ask ques-
tions. So Mr. Connolly will be recognized in due course.

Mr. Cummings is recognized for 5 minutes.

Mr. CUMMINGS. Mr. Cordray, on behalf of my constituents, many
of whom have lost almost everything they have, many of whom
have lost their homes, their jobs, their savings, I am very pleased
that you have been appointed. One of the most critical new respon-
sibilities that transferred to the CFPB is the authority to oversee
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nonbanks. Director Cordray, is it true that prior to the passage of
Dodd-Frank Wall Street Reform and Consumer Protection Act,
these nonbanks operated in the shadows and outside the scrutiny
of Federal regulators, is that correct?

Mr. CORDRAY. It is the case that there was little or no regulation
of any of them or oversight at the Federal level, and whether there
was any State-by-State varied greatly; in some of them there was
little or no at any level.

Mr. CUMMINGS. In fact, one of Dodd-Frank’s top priorities was to
bring these businesses and products into the regulatory sunlight.
According to the CFPB, some nearly 20 million consumers used
payday loans, approximately 200 million Americans rely on credit
reporting agencies, 14 percent of consumers have one or more debts
in collection, and nonbank lenders originated almost 2 million new
mortgages in 2010. Do those figures sound correct?

Mr. COrRDRAY. They do. And as you are pointing out, they are
substantial.

Mr. CUMMINGS. So that is an extraordinary number of Americans
who are regularly exposed to these products that have, until now,
received just about zero Federal scrutiny.

Mr. Cordray, a lot of the debate surrounding your appointment
focus on the bureaucratic and procedural issues, but, for con-
sumers, what does a director of the CFPB mean for consumer pro-
tection from unscrupulous or payday lenders, for example?

Mr. CORDRAY. Well, it means, Congressman, that we can now, as
we could not before, begin to have an active supervision program
over four nonbank areas in particular that are specified in the law:
mortgage markets, which includes mortgage originators, as you
said, 2 million of those in 2010; mortgage servicers, who have been
a troubled area in many respects; payday lenders are specified in
the statute; and private student lenders. It also allows us to ex-
pand that program to larger participants in other fields, as we will
be doing shortly, and I think that that is very important.

The other thing is this isn’t only important to consumers, al-
though it is vital for them. It is also important to responsible busi-
nesses who compete in these markets. And it is unfair for one busi-
ness to be subject to regulation and oversight and their direct com-
petitor to be subject to none. That is an automatic cost differential
and it means that those who would violate the law to get advan-
tage can get away with it. That is not something we should ever
want to tolerate and it is not something that makes for a func-
tioning marketplace.

Mr. CuMMINGS. Now, when Ms. Warren was setting up the agen-
cy, and you may be familiar with this, she talked about how she
regularly met with bankers, trying to work things out. You know,
it seems like folks think that a person in your position is the bogey-
man, that you are going to go around and you are going to harm,
I guess, the banks. I don’t know what they think. And they forget
that your main objective is to just make sure that there is a fair
playing field, a fair playing field for the banks, but also for our con-
stituents, the ones who live in our neighborhoods and the ones who
want and deserve to have this kind of agency moving forward and
doing what you are doing.
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Now, she was moving around, meeting with the banks, and try-
ing to work out things. For example, she often talked about the
forms, simplifying mortgage forms, things of that nature, and how
she was able to work things out with banks and lending institu-
tions. Can you tell us about what your plans are?

Mr. CORDRAY. Sure.

Mr. CUMMINGS. Do you plan to continue that kind of effort? Be-
cause | see this as a win-win. Go ahead.

Mr. CORDRAY. I agree with that and I think that bankers and
community bankers and our credit union heads who know me best,
the ones from Ohio that I worked with over the years when I was
a treasurer both at the State and local level, know that I reached
out to them, I created advisory councils so they could help us work
better, and they did.

We are going to have, I have already pledged to the community
bankers, we are going to have a special community bank advisory
council in this Bureau and we are going to have a credit union ad-
visory council, as well, because we need to hear from them because
I do think that their interests are often aligned with those of con-
sumers. Their business model is a customer-facing, customer serv-
ice delivery model. That is the model we want to encourage in the
marketplace, so we need to hear from them to how we balance our
work.

Mr. CUMMINGS. Now, I see my time is up, but, again, welcome.
We look forward to working with you.

Mr. COrRDRAY. Thank you.

Mr. McHENRY. We will now recognize Mr. Meehan of Pennsyl-
vania for 5 minutes.

Mr. MEEHAN. Thank you, Mr. Chairman.

And thank you, Mr. Cordray, for not only being here today, but
your commitment to this process as a former prosecutor. I certainly
share with you a deep concern for those who are, in appropriate
times, taken advantage of by some of these instruments. And I am
pleased to see you spending some time talking about the relation-
ship with community bankers.

You have developed the idea of how the playing field can be
unlevel with respect to those who are unregulated and you have
spent some time talking about how important it is that community
banks, in your own words, can provide tailored products and serv-
ices. They, in effect, know their communities the best, and one of
the fears I have is the tremendous authority you have to be looking
at any kind of an instrument, so this fine relationship on oversight.

Now, the first question I have is you are going to be regulating,
to some extent, the banks that are over $10 billion in assets, ac-
cording to this. But at the same time we still have four agencies,
the Federal Reserve, the OCC, FDIC, National Credit Union are
going to be still maintaining their oversight over the community
banks. How are you going to work together to assure we don’t have
a trickle down, the things that you have, that you are making regu-
lations with respect to either the $10 billion and up don’t trickle
down and create a whole new set of problems for community
banks? And how are you going to work in concert with all of these
other regulatory agencies that still have authority over them?
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Mr. CORDRAY. So, Congressman, I think that is an extremely in-
sightful question because it is something that we are wrestling
with and trying to figure out as we go, and I would suggest that
it is a topic that you all should continue to focus on as we go for-
ward over this year and the next and bring each of the banking
agencies in together to talk to us about how are we coordinating,
how are we collaborating together, what are we doing to minimize
any duplication. For example, the law requires us to coordinate our
supervision exam schedules with the other regulators, who are still
being in some of these same institutions. That is something we are
trying to do on a timing basis. We should be coordinating on the
kind of guidance or regulations that we——

Mr. MEEHAN. As a former attorney general, one of the difficulties
is the most dangerous place to be is between a television camera
and one other regulator that thinks they have the big case. So how
are you going to deal with an agency that doesn’t want to work
with you but says, no, this is our autho