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A. Patrick Doyle
Partner

Patrick Doyle has a broad background in
financial institution regulation and has headed
the firm's financial services practice group since
1993.

Mr. Doyle regularly counsels bank holding
companies, foreign banks, savings institutions, insurance
companies, securities firms, hedge funds, and private equity entities
on a wide variety of regulatory matters, including strategic planning,
complex regulatory issues, enforcement proceedings (particularly
those involving allegations of violations of the "control" regulations),
and legislation. In addition, he has represented firm clients on
numerous mergers and acquisitions. Mr. Doyle is recognized for his
ability to devise creative solutions to complex regulatory issues,
developed over 25 years of representing clients on cutting edge
regulatory matters. He is currently advising some of the nation's
largest financial services companies on the impending reregulation
of the financial services industry. He regularly appears before the
Federal Reserve Board, the Federal Deposit Insurance Corporation,
the Comptroller of the Currency and the Office of Thrift Supervision,
and numerous state banking regulators.

Prior to joining Arnold & Porter LLP in 1983, Mr. Doyle served as
Deputy General Counsel and Acting General Counsel of the Federal
Home Loan Bank Board and earlier served in a variety of legal
positions at the US Department of the Treasury, Office of the
Comptroller of the Currency, including Counsel to the Multinational
Banking Group. Mr. Doyle served on the adjunct faculty of the Morin
Center for Banking Law Studies at Boston University School of Law
from 1985 to 1993, and currently serves on the Board of Advisors of
the University of North Carolina School of Law's Banking Law
Institute.

Mr. Doyle is a frequent lecturer both in the US and abroad on topics
related to the regulation of the financial services industry.

Representative Matters

Federal Housing Finance Agency in connection with its
appointment as the conservatorship of Fannie Mae and
Freddie Mac.

Contact Information
APatrick.Doyle@aporter.com

tel: +1 212.715.1770

fax: +1 212.715.1399

399 Park Avenue

New York, NY 10022-4690

Practice Areas
Financial Services (practice
chair)

Litigation

Corporate and Securities

Subprime Lending Regulation,
Enforcement & Litigation

Education
JD, Syracuse University College
of Law, 1975

BA, State University of New York
at Oswego, 1970
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District of Columbia

New York
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State Farm Mutual Insurance Company in connection with the chartering of State Farm Bank.

State Farm Bank in connection with preemption litigation.

Farallon Group in connection with a non-controlling investment in a depository institution
holding company.

Countrywide in connection with the conversion of its national bank subsidiary to a federal
savings bank. At the time the largest charter conversion in history.

Merrill Lynch in connection with the reorganization of Merrill Lynch Federal Savings Bank's
mortgage banking operations.

Ichan Capital Partners (ICP) in connection with ICP's non-controlling investment in a savings
and loan holding company.

Sovereign Bancorp Inc. in its proxy/control contest with activist shareholder Relational.

BB&T Corporation in more than 30 acquisitions since 1990.

M&T Bancorp in more than 10 acquisitions since 1990.

Rankings

Chambers USA: America's Leading Lawyers for Business 2009 for Financial Services

Regulation: Banking & Securities (Regulatory Compliance)

Washingtonian's "Top Lawyers" 2009 for Financial Services

The Best Lawyers in America 2010 for Banking Law

International Who’s Who of Business Lawyers 2008 for Banking

Articles

A. Patrick Doyle, David F. Freeman, Jr and Beth S. DeSimone. "Private Equity Investment in US
Financial Institutions: Promises and Challenges" World Law Reports, Spring 2009.

A. Patrick Doyle, David F. Freeman, Jr and Beth S. DeSimone. "Private Equity Investment:
Navigating The Mine Fields" Financial Services Law360, October 2008.

A. Patrick Doyle and Robert E. Mannion. "Opportunities and Challenges for Financial Institutions
in the US" Global Banking and Financial Policy Review Dec. 2000.

A. Patrick Doyle and Beth S. DeSimone. "Unitary Thrift Holding Company Worry is Overdrawn"
The National Law Journal, Volume 21, Number 37, May 10, 1999.

A. Patrick Doyle and Robert E. Mannion. "Client Memo: Banking Legislation Still Pending in the
House and Senate" Arnold & Porter Bulletin Apr. 1998.

A. Patrick Doyle and Beth S. DeSimone. "Client Memo: Financial Institutions Practice" January
11, 1996.
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Presentations

A. Patrick Doyle. "Financial Services Reform: What the Regulatory Overhaul Means for Clients"
Telephone Seminar / Audio Webcast, American Law Institute / American Bar Association (ALI-
ABA) November 17, 2009.

A. Patrick Doyle. "Financial Services Reform: What the Regulatory Overhaul Means for Clients"
Telephone Seminar / Audio Webcast, American Law Institute / American Bar Association (ALI-
ABA), September 22, 2009.

Alan Avery, Kevin F. Barnard, A. Patrick Doyle and Kathleen Scott. "Treasury's Financial
Stability Plan and Framework for Financial Regulatory Reform: An Overview and Update on Key
Programs" Arnold & Porter LLP, Financial Services Regulatory Roundtable, New York, NY, April
23, 2009.

Martha L. Cochran, A. Patrick Doyle and John D. Hawke, Jr.. "The Obama Administration and
the New Congress: Outlook for Financial Services Legislative and Regulatory Initiatives" Arnold
& Porter LLP, Financial Services Regulatory Roundtable, New York, NY, February 5, 2009.

Kevin F. Barnard, A. Patrick Doyle and Brian C. McCormally. "Resolving Failed Banks: Issues
for Creditors, Counterparties, Potential Investors, and Others" Arnold & Porter LLP, Financial
Services Regulatory Roundtable, New York, NY, December 16, 2008.

Alan Avery, A. Patrick Doyle and David F. Freeman, Jr. "Private Equity Investments in Financial
Institutions: Regulatory Issues Associated with Investments in Banks, Thrifts, and Their Holding
Companies" Arnold & Porter LLP, Financial Services Regulatory Roundtable, New York, NY,
November 18, 2008.

David S. Berg, Alan Avery, Kevin F. Barnard and A. Patrick Doyle. "Emergency Economic
Stabilization Act: Statutory Structure, the Implementing Regulations and Procedures, and
Practice Implications of TARP" Arnold & Porter LLP, Financial Services Regulatory Roundtable,
New York, NY, October 28, 2008.

Advisories

"FDIC's Structured Loan Portfolio Sales from Failed Institutions on the Rise." Oct. 2009.

"FDIC Final Statement of Policy on Qualifications for Failed Bank Acquisitions." Sep. 2009.

"FDIC Proposed Guidance on Private Equity Investments in Failed Depository Institutions." Jul.
2009.

"Proposal to Reform Financial Regulation Contemplates Significant Changes." Jun. 2009.

"Treasury's Public-Private Investment Program for Legacy Loans and Securities." Apr. 2009.

"Summary of Treasury's Capital Assistance Program." Mar. 2009.

"What's Coming for Financial Institutions, Issuers, and Market Participants?." Mar. 2009.

"Stimulus Bill Amends Restrictions on Executive Compensation Under TARP." Feb. 2009.

"Treasury Announces the Financial Stability Plan." Feb. 2009.

"Treasury Announces New Restrictions on Executive Compensation." Feb. 2009.
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"Continued Participation In or Opt Out of the FDIC Debt Guarantee Program." Dec. 2008.

"US Treasury Announces Details and Guidelines for Capital Purchase Program." Oct. 2008.

"Bank Acquisitions--Congress May Review Recent Treasury Notices." Oct. 2008.

"US Treasury Announces Capital Purchase Program for Qualifying Financial Institutions." Oct.
2008.

"Implementation Begins on US Emergency Financial Relief Program." Oct. 2008.

"The Federal Reserve Board Policy Statement on Equity Investments Relaxes Restrictions on
Minority Investments in Banks and Bank Holding Companies." Sep. 2008.
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Beth S. DeSimone
Counsel

Beth DeSimone practices in the corporate and
financial institutions areas. She structures and
negotiates mergers and acquisitions and
investments of financial services companies.
She also focuses on establishing new financial

institutions and nonbank subsidiaries for financial services and
diversified companies, and assisting institutions in strategic planning
and charter review (state versus national bank or federal savings
bank). In addition, she drafts and reviews necessary corporate
documentation and regulatory applications for de novo entities,
investments, and mergers and acquisitions.

Ms. DeSimone also concentrates in the consumer banking area. She
structures lending and deposit programs for banks and financial
services companies, including lending programs that facilitate the
exportation of interest rates from one state to another. She
negotiates business alliances to expand consumer product and
services opportunities to new customers, using new technologies.
She also assists in structuring and resolving issues associated with
new card products and alliances, including international remittance
cards, payroll cards, government benefit cards, health savings
account cards, gift cards, and other prepaid card products. Ms.
DeSimone is a regular contributor to the blog on consumer
marketing legal issues, www.consumeradvertisinglawblog.com.

Ms. DeSimone assists in resolving regulatory issues arising under
mortgage and other lending activities, including those arising under
the Home Mortgage Disclosure Act, the Real Estate Settlement
Procedures Act, and the Truth in Lending Act, and assists clients in
monitoring the effectiveness of their fair lending programs.

Professional and Community Activities

Professional Activity

Board member and former Chair, Quest, Inc., Orlando Florida

(largest nonprofit in Central Florida that assists the disabled).

Member, Advisory Committee, William & Mary Marshall-

Wythe School of Law's Journal of Women and the Law

Contact Information
Beth.DeSimone@aporter.com

tel: +1 202.942.5445

fax: +1 202.942.5999

555 Twelfth Street, NW

Washington, DC 20004-1206

Practice Areas
Financial Services

Information Security

Privacy

Subprime Lending Regulation,
Enforcement & Litigation

Consumer Protection and
Advertising

Education
JD, College of William and Mary,
1984

BA, Wheaton College, 1981

Admissions
District of Columbia

Florida



Beth S. DeSimone
Arnold & Porter LLP 2

Community Activity

Board of Trustees of Trinity Preparatory School, Winter Park, FL.

Books

Beth S. DeSimone and Martha L. Cochran. "Chapter 11: Communications with Federal
Financial Regulatory Agencies Under the Lobbying Disclosure Act" The Lobbying Manual: A
Complete Guide to Federal Lobbying Law and Practice, Fourth Edition, Published by ABA's
Section of Administrative Law and Regulatory Practice, August 2009.

Beth S. DeSimone, Howard L. Hyde and Michael B. Mierzewski. "Chapter II (Antitrust Law
Section)" ABA Bank Mergers and Acquisitions Handbook 2006 (Chicago: ABA, 2006).

Articles

A. Patrick Doyle, David F. Freeman, Jr and Beth S. DeSimone. "Private Equity Investment in US
Financial Institutions: Promises and Challenges" World Law Reports, Spring 2009.

Michael B. Mierzewski, Beth S. DeSimone and Jeremy W. Hochberg. "FDIC's Loan Modification
Program and Loss Sharing Proposal" Real Estate Finance February 2009.

Michael B. Mierzewski, Beth S. DeSimone and Jeremy W. Hochberg. "Federal Bank Regulators
Adopt New Rules Curtailing Unfair and Deceptive Credit Card Practices and Modifying
Disclosure Requirements" Electronic Banking Law & Commerce Report February 2009.

A. Patrick Doyle, David F. Freeman, Jr and Beth S. DeSimone. "Private Equity Investment:
Navigating The Mine Fields" Financial Services Law360, October 2008.

Beth S. DeSimone, Jeremy W. Hochberg and Olayemi Y. Abayomi. "State Law Developments in
the Regulation of Payroll Cards" The Review of Banking & Financial Services, Vol. 24, No. 8,
August 2008.

Beth S. DeSimone. "Payroll Cards: Would You Like Your Pay With Those Fries?" North
Carolina Banking Institute Journal, April 2005.

A. Patrick Doyle and Beth S. DeSimone. "Unitary Thrift Holding Company Worry is Overdrawn"
The National Law Journal, Volume 21, Number 37, May 10, 1999.

A. Patrick Doyle and Beth S. DeSimone. "Client Memo: Financial Institutions Practice" January
11, 1996.

Presentations

Beth S. DeSimone. "Non-Mortgage Lending: The 'Sleeper' Consumer Risks" 2009 CRA & Fair
Lending Colloquium, New Orleans, LA, October 7, 2009.

Webcasts

Beth S. DeSimone. "Bank Asset Acquisitions by Private Equity and Other Non-Bank Investors:
Navigating Federal Regulations and Policies in Structuring Transactions" December 1, 2009.

Michael B. Mierzewski, Beth S. DeSimone and Ahmad Hajj. "CARD Act: Navigating the
Complex New Rules for Credit Card Lending" October 13, 2009.
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Advisories

"Federal Reserve Proposes Rules to Restrict Fees and Expiration Dates on Gift Cards." Dec.
2009.

"Federal Reserve Issues Final Rule on Overdraft Fees." Nov. 2009.

"FDIC Final Statement of Policy on Qualifications for Failed Bank Acquisitions." Sep. 2009.

"Proposed Amendments to Reg. Z Relating to Closed-End Mortgages and HELOCs." Aug.
2009.

"FDIC Proposed Guidance on Private Equity Investments in Failed Depository Institutions." Jul.
2009.

"Proposal to Reform Financial Regulation Contemplates Significant Changes." Jun. 2009.

"The Newly Enacted Credit CARD Act Tightens Agency Regulations." Jun. 2009.

"The New White House 'Cyber Czar'." Jun. 2009.

"New Proposals Clarify the July 2010 Credit Card Regulations." May. 2009.

"Treasury's Public-Private Investment Program for Legacy Loans and Securities." Apr. 2009.

"What's Coming for Financial Institutions, Issuers, and Market Participants?." Mar. 2009.

"Summary of the Obama Administration's Homeowner Affordability and Stability Plan." Feb.
2009.

"Certain of HUD's Revised RESPA Regulations Went into Effect January 16, 2009." Jan. 2009.

"New Rules Curtailing Unfair and Deceptive Credit Card Practices." Jan. 2009.

"FDIC's Loan Modification Program and Loss Sharing Proposal." Dec. 2008.

"The Federal Reserve Board Policy Statement on Equity Investments Relaxes Restrictions on
Minority Investments in Banks and Bank Holding Companies." Sep. 2008.
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Matthew L. LaRocco
Senior Legislative and Policy Advisor

Prior to his joining Arnold & Porter LLP in May
2006, Matthew LaRocco was General Manager
at Fleishman-Hillard Government Relations
(FHGR) where he brought to his clients an
expansive knowledge and years of experience

in both the public and private sectors, from the Clinton Administration
to strategic campaign planning and execution. His fluency of the
legislative process and his use of strong bipartisan relationships on
Capitol Hill have made him an expert in lobbying, coalition building
and public relations for the clients of Arnold & Porter LLP.

At FHGR, he launched two of the firm’s strongest practice groups:
financial services and homeland security. He has represented an
extensive variety of Fortune 500 clients and has maintained a strong,
consistent record of success on their issues before Congress.

Before joining Fleishman-Hillard Government Relations in 2001, Mr.
LaRocco was President and co-founder of LaRocco & Associates, a
lobbying firm focused on financial services. In this role, Mr. LaRocco,
along with his father The Honorable Larry LaRocco, represented
Metlife, the American Bankers Association, Brown & Co. and a host
of other financial services clients.

Mr. LaRocco served as a political appointee within the Clinton
administration in the office of the Secretary of the Interior. As a
special assistant to Secretary Bruce Babbitt, Mr. LaRocco gained an
intimate perspective of the issues and policy matters facing the
Department.

Political campaigns are a natural for Mr. LaRocco, who cut his teeth
on politics during his father's initial bid for the US House of
Representatives in 1982. He later worked on The Honorable
LaRocco's successful bids for Congress in 1990 and 1992 as a field
and grassroots strategist. In 1994, he served as Latah County
coordinator for Congressman LaRocco's re-election campaign and
was chosen as field coordinator for all Democratic challengers in
North Idaho for the campaign efforts in 1996. He later went on to
become campaign manager for a successful statewide candidate in
the Pacific Northwest where he devised strategies to increase
candidate identification, fundraising and served as campaign
spokesperson.

Contact Information
Matthew.LaRocco@aporter.com

tel: +1 202.942.6029

fax: +1 202.942.5999

555 Twelfth Street, NW

Washington, DC 20004-1206

Practice Areas
Legislative and Public Policy

Education
Negotiation and Conflict
Resolution Training, Scotwork
Advanced Negotiating Skills,
2006

Mediation and Conflict Resolution
Training, Rosenberg Mediation
Training, San Francisco, 1998

BA, University of Portland, 1992

Admissions
Not admitted to the practice of
law
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Mr. LaRocco holds a Bachelor of Arts degree from the University of Portland, has studied at Pau
University, France, and the University of Vienna, Austria, and is trained in mediation and negotiation.

Professional and Community Activities

Mr. LaRocco was a founding Board Member at Hope Academy in Washington, DC, 2005, where

he assisted in emphasizing scholastic achievement, leadership, and perseverance for students

in grades 5 through 8.
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OBAMA ADMINISTRATION PROFFERS
COMPREHENSIVE DERIVATIVES BILL—CFTC
URGES TIGHTER RULES
A new phase in the battle over derivatives regulation has opened with delivery

of the Obama administration’s proposed legislation to Congress.1 The Over-

the-Counter Derivatives Markets Act of 2009 (Proposed Bill) is an ambitious

proposal that would subject over-the-counter (OTC) derivatives and their users to

comprehensive regulations, affecting banks, broker-dealers, hedge funds, industrial

development that illustrates the scope of debate over the bill, US Commodity Futures

Trading Commission (CFTC) Chairman Gary Gensler urged tighter regulation than

that proposed by the US Department of the Treasury in a letter submitted to the

leadership of the US House of Representatives and US Senate.

Basics of the Proposed LegislationI.

Act. Jurisdiction over other types of swaps would fall to the CFTC.

The Proposed Bill is intended to subject swaps to comprehensive regulation.

while such entities would be allowed to participate in both SEC- and CFTC-regulated

markets, registration with both regulators would be required in order to do so. Even

banking entities, which are already subject to comprehensive prudential regulation,

Centralized Clearance RequirementsII.

ï Ì¸» °®±°±­»¼ ´»¹·­´¿¬·±² ½¿² ¾» º±«²¼ ¿¬ ¸¬¬°æ ñ ñ©©©òº·²¿²½·¿´­¬¿¾·´·¬§ò¹±ªñ¼±½­ ñ
®»¹«´¿¬±®§®»º±®³ñ¬·¬´»Ê××ò°¼ºò Ñ«® °®·±® ¿¼ª·­±®§ ¼·­½«­­·²¹ Ì®»¿­«®§�­ °®»´·³·²¿®§ ±«¬´·²» 
±º ¿ °±¬»²¬·¿´ ¾·´´ô �Ó¿¶±® Î»¹«´¿¬·±² Ð®±°±­»¼ º±® Ñª»®ó¬¸»óÝ±«²¬»® Ü»®·ª¿¬·ª»­� ½¿² 
¾» º±«²¼ ¿¬ ¸¬ ¬° æ ñ ñ © © ©ò¿®²± ´¼°±® ¬» ®ò½±³ ñ ®»­±«®½»­ ñ ¼±½«³»²¬­ ñ ß¼ª ·­±® §Á
Ó¿¶±®Î»¹«´¿¬·±²Ð®±°±­»¼Ú±®Ñª»®Ì¸»Ý±«²¬»®Ü»®·ª¿¬·ª»­Áðêðçðçò°¼ºò

September 2009
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and would have the authority to designate any particular swap

not be required if no registered clearing entity would accept

the transaction for clearance, or if one of the counterparties

was an entity other than a swap dealer or “major swap

participant” (as discussed below), and did not meet the

Transactions in swaps that are not accepted for clearing

would have to be reported by both parties to the appropriate

entity that collects and maintains the records of the terms

and conditions of swaps entered into by third parties. Data on

swap trading volumes and positions would be made publicly

available from information reported to central clearing

facilities, swap repositories, and regulators.

Exchange TradingIII.

The proposed legislation goes beyond mandatory clearing

under the jurisdiction of the CFTC will have to be traded

on a designated contract market or a new category of

if one of the counterparties was an entity other than a swap

eligibility standards.

Registration and Regulation of Swap DealersIV.

and Major Swap Participants

Depending on the assets underlying the transactions,

dealers in swaps and “major swap participants” would have

to register with the SEC, the CFTC, or both. A “major swap

participant” would be any non-dealer “who maintains a

substantial net position” in outstanding swaps, “other than

to create and maintain an effective hedge under generally

and CFTC. The proposed legislation treats swap dealers

and major swap participants the same, leaving it up to the

regulators to adopt rules that differentiate between them.

The SEC and CFTC would jointly adopt standards

applicable to such entities. The agencies would have

enforcement authority over the OTC derivatives market,

and could establish position limits and reporting levels,

business conduct standards, reporting and recordkeeping

requirements, and capital requirements as they deem

appropriate. Regulators would also establish margin

requirements for swap transactions that are not centrally

requirement to register, bank regulators would retain the

authority to establish and enforce prudential standards,

including capital standards and margin requirements, over

the entities that they regulate. The legislation directs the

SEC and CFTC to establish capital requirements for non-

bank swap dealers and major swap participants, at least

as strict as those established by the bank regulators, for

swaps dealers and major swaps participants that are banks.

The legislation also requires that the regulators set higher

margin and capital standards for swaps that are not cleared

by central counterparties.

OutlookV.

the coming Congressional hearings on the Proposed Bill to

weighed in with comments. Shortly after the proposal was

released, CFTC Chairman Gary Gensler wrote to Congress

suggesting that the bill be strengthened by curtailing

transactions. The CFTC also argues in its letter for bolstering

the mandatory clearing requirement by eliminating the

swap dealer or major swap participant. The CFTC believes

systemic risk.
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The Proposed Bill raises many other issues. For instance,

it appears to provide that certain security-based swap

transactions that do not involve the issuer or an underwriter

would not be subject to registration under the Securities Act

of 1933 (Securities Act). On the other hand, it would ban

security-based swap transactions involving non-eligible

contract participants unless such swaps are sold pursuant

to an effective Securities Act registration statement. Users of

margin requirements may impact the activities of heavy

users of derivatives. However, the Proposed Bill leaves

requirements to the regulators to be determined through

future rulemaking.

For international transactions, the bill would have substantial

US traders to have direct access to its electronic trading

and order matching systems, it could be required to register

with the CFTC. Also, foreign contracts that settle against

prohibited, unless the CFTC determined that the foreign

market where the contracts are traded had implemented

appropriate position limits, trade reporting standards, and

information sharing arrangements, among other things.

CFTC would be grandfathered).

Finally, the Proposed Bill’s division of authority over the OTC

derivatives market between the CFTC, SEC, and the bank

duplicative regulation, and legal uncertainty. Whether these

jurisdictional issues can be effectively managed through

joint rulemaking and inter-agency cooperation will be one

of the many challenges faced by the regulators should the

Proposed Bill pass the Congress in its current form.

We hope that you have found this advisory useful. If you have

additional questions, please contact your Arnold & Porter

attorney, or:

Daniel Waldman
+1 202.942.5804
Dan.Waldman@aporter.com

Andrew Joseph Shipe
+1 202.942.5049
Andrew.Shipe@aporter.com
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OBAMA ADMINISTRATION’S PROPOSAL
TO REFORM FINANCIAL REGULATION WILL
AFFECT LARGE FIRMS, UNREGULATED
MARKETS, AND RETAIL PRODUCTS

On June 17, 2009, the US Department of the Treasury unveiled details of the Obama

institutions.

maintain a stable net asset value of US$1 per share.

June 2009
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FEDERAL RESERVE OVERSIGHT OFI.

SYSTEMICALLY SIGNIFICANT FINANCIAL

FIRMS

1

activities

2

ï Í·²½» ¬¸» Ú»¼»®¿´ Î»­»®ª» ©±«´¼ ¾»½±³» ­±´»´§ ®»­°±²­·¾´» º±® ¬¸»

©±«´¼ »´·³·²¿¬» ¬¸» ¿¾·´·¬§ ±º ·²ª»­¬³»²¬ ¾¿²µ ¸±´¼·²¹ ½±³°¿²·»­
¬± ­»»µ ½±²­±´·¼¿¬»¼ ­«°»®ª·­·±² ¾§ ¬¸» ÍÛÝ «²¼»® ·¬­ Í«°»®ª·­»¼
×²ª»­¬³»²¬ Þ¿²µ Ø±´¼·²¹ Ý±³°¿²§ Ð®±¹®¿³ò

î ×ò»òô ¬¸» Ú»¼»®¿´ Î»­»®ª»ô ÍÛÝô ÝÚÌÝô Ú»¼»®¿´ Ü»°±­·¬ ×²­«®¿²½»
Ý±®°±®¿¬·±² øÚÜ×Ý÷ô Ú»¼»®¿´ Ø±«­·²¹ Ú·²¿²½» ß¹»²½§ øÚØÚß÷ô ¬¸»
¬±ó¾»ó½®»¿¬»¼ Ò¿¬·±²¿´ Þ¿²µ Í«°»®ª·­±® øÒÞÍ÷ô ¿²¼ Ý±²­«³»®
Ú·²¿²½·¿´ Ð®±¬»½¬·±² ß¹»²½§ øÝÚÐß÷ò

OVERSIGHT OF TIER 1 FHCS AND BANK

HOLDING COMPANIES

INSTITUTION OF SYSTEMS TO RESOLVE OR

SUPPORT FAILING BHCS, INCLUDING TIER 1

FHCS
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STREAMLINED FEDERAL BANKINGII.

REGULATION

CONSUMER FINANCIAL PROTECTIONIII.
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SECURITIES AND SECURITIES MARKETIV.

REFORMS

SEC registration for advisers to hedge funds, private

equity funds, venture capital funds, and other private

investment pools.

Regulation of OTC derivative markets, including those for

credit default swaps.

3

í Î»º±®³­ °®±°±­»¼ º±® ¬¸» ÑÌÝ ¼»®·ª¿¬·ª» ³¿®µ»¬­ ¿®»
³±®» º«´´§ ¼»­½®·¾»¼ ·² ±«® °®·±® ¿¼ª·­±®§æ ¸¬¬°æ ñ ñ©©©ò
¿ ® ² ± ´ ¼ ° ± ® ¬ » ®ò ½ ± ³ ñ ® » ­ ± « ®½ »­ ñ ¼ ± ½ « ³ » ²¬ ­ ñ ß ¼ ª · ­ ± ® §Á
Ó¿¶±®Î»¹«´¿¬·±²Ð®±°±­»¼Ú±®Ñª»®Ì¸»Ý±«²¬»®Ü»®·ª¿¬·ª»­Áðêðçðçò
°¼º÷

Bank rules to require loan originators and securitization

sponsors to retain five percent of the credit risk of

securitized loans and other exposures.

Harmonization of futures and securities regulation.

Subjecting broker-dealers who give investment advice

advisers.

Legislation authorizing SEC to require greater

independence for compensation committees. The

FUTURE ACTIONS AND UNDERTAKINGSV.
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Wehope thatyouhave found thisadvisoryuseful.Wewill be following

the proposal closely during the coming months as the Administration

seeks to implement it through regulation and legislation. If you have

questions about the proposal or its implementation, please contact

your Arnold & Porter attorney, or:

Kevin F. Barnard
+1 212.715.1020

A. Patrick Doyle
+1 212.715.1770

Alan Avery
+1 212.715.1056

Martha L. Cochran
+1 202.942.5228

David F. Freeman, Jr.
+1 202.942.5745

Brian C. McCormally
+1 202.942.5141

Michael B. Mierzewski
+1 202.942.5995

Beth S. DeSimone
+1 202.942.5445

Raymond R. Geluz
+1 212.715.1180

Andrew J. Shipe
+1 202.942.5049
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For Immediate Release: December 3, 2009

Committee Completes Work on New Rules to Govern
America s Financial System

House will vote on reform package next week

Washington, DC - Yesterday, the House Financial Services Committee completed its work on a
comprehensive set of reforms that responds to the recent economic crisis by modernizing
America s financial regulations. The Wall Street Reform and Consumer Protection Act (H.R. 4173),

which will be considered on the House floor next week, incorporates nine major pieces of
legislation approved by the Committee to address the myriad causes from predatory lending to
unregulated derivatives that led to last year s meltdown.

The Wall Street Reform and Consumer Protection Act includes the following provisions:

Consumer Protections: Creates the Consumer Financial Protection Agency (CFPA), a
new, independent federal agency solely devoted to protecting Americans from unfair and
abusive financial products and services.

Financial Stability Council: Creates an inter-agency oversight council that will identify
and regulate financial firms that are so large, interconnected, or risky that their collapse
would put the entire financial system at risk. These systemically risky firms will be subject
to heightened oversight, standards, and regulation.

Dissolution Authority and Ending Too Big to Fail : Establishes an orderly process for
dismantling large, failing financial institutions like AIG or Lehman Brothers in a way that
ends bailouts, protects taxpayers, and prevents contagion to the rest of the financial
system.

Executive Compensation: Gives shareholders a say on pay an advisory vote on pay
practices including executive compensation and golden parachutes. It also enables
regulators to ban inappropriate or imprudently risky compensation practices, and it
requires financial firms to disclose any compensation structures that include incentive-
based elements.

Investor Protections: Strengthens the SEC s powers so that it can better protect

House Financial Services Committee
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House Financial Services Committee

investors and regulate the nation s securities markets. It responds to the failures to
detect the Madoff and Stanford Financial frauds by ordering a study of the entire securities
industry that will identify needed reforms and force the SEC and other entities to further
improve investor protection.

Regulation of Derivatives: Regulates, for the first time ever, the over-the-counter
(OTC) derivatives marketplace. Under the bill, all standardized swap transactions between
dealers and major swap participants would have to be cleared and traded on an
exchange or electronic platform. The bill defines a major swap participant as anyone that
maintains a substantial net position in swaps, exclusive of hedging for commercial risk, or
whose positions create such significant exposure to others that it requires monitoring.

Mortgage Reform and Anti-Predatory Lending: Would incorporate the tough
mortgage reform and anti-predatory lending bill the House passed earlier this year. The
legislation outlaws many of the egregious industry practices that marked the subprime
lending boom, and it would ensure that mortgage lenders make loans that benefit the
consumer. It would establish a simple standard for all home loans: institutions must
ensure that borrowers can repay the loans they are sold.

Reform of Credit Rating Agencies: Addresses the role that credit rating agencies
played in the economic crisis, and takes strong steps to reduce conflicts of interest, reduce
market reliance on credit rating agencies, and impose a liability standard on the
agencies.

Hedge Fund, Private Equity and Private Pools of Capital Registration: Fills a
regulatory hole that allows hedge funds and their advisors to escape any and all
regulation. This bill requires almost all advisers to private pools of capital to register with
the SEC, and they will be subject to systemic risk regulation by the Financial Stability
regulator.

Office of Insurance: Creates a Federal Insurance Office that will monitor all aspects of
the insurance industry, including identifying issues or gaps in the regulation of insurers
that could contribute to a systemic crisis and undermine the entire financial system.
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The Wall Street Reform and Consumer
Protection Act

The House Financial Services Committee has responded to the nation’s financial
crisis by crafting a comprehensive set of measures that will modernize America’s
financial regulations and hold Wall Street accountable. Once signed into law, this
package of reforms will work together to address the myriad causes – from predatory
lending to unregulated derivatives – that led to last year’s meltdown. The Wall Street
Reform and Consumer Protection Act includes the following major provisions:

Consumer Protections: Creates the Consumer Financial Protection Agency (CFPA),
a new, independent federal agency solely devoted to protecting Americans from
unfair and abusive financial products and services.

Financial Stability Council: Creates an inter-agency oversight council that will
identify and regulate financial firms that are so large, interconnected, or risky that
their collapse would put the entire financial system at risk. These systemically risky
firms will be subject to heightened oversight, standards, and regulation.

Dissolution Authority and Ending “Too Big to Fail”: Establishes an orderly
process for dismantling large, failing financial institutions like AIG or Lehman
Brothers in a way that ends bailouts, protects taxpayers, and prevents contagion to the
rest of the financial system.

Executive Compensation: Gives shareholders a “say on pay” – an advisory vote on
pay practices including executive compensation and golden parachutes. It also
enables regulators to ban inappropriate or imprudently risky compensation practices,
and it requires financial firms to disclose any compensation structures that include
incentive-based elements.

Investor Protections: Strengthens the SEC’s powers so that it can better protect
investors and regulate the nation’s securities markets. It responds to the failures to
detect the Madoff and Stanford Financial frauds by ordering a study of the entire
securities industry that will identify needed reforms and force the SEC and other
entities to further improve investor protection.

Regulation of Derivatives: Regulates, for the first time ever, the over-the-counter
(OTC) derivatives marketplace. Under the bill, all standardized swap transactions
between dealers and “major swap participants” would have to be cleared and traded
on an exchange or electronic platform. The bill defines a major swap participant as
anyone that maintains a substantial net position in swaps, exclusive of hedging for
commercial risk, or whose positions create such significant exposure to others that it
requires monitoring.



Mortgage Reform and Anti-Predatory Lending: Would incorporate the tough
mortgage reform and anti-predatory lending bill the House passed earlier this year.
The legislation outlaws many of the egregious industry practices that marked the
subprime lending boom, and it would ensure that mortgage lenders make loans that
benefit the consumer. It would establish a simple standard for all home loans:
institutions must ensure that borrowers can repay the loans they are sold.

Reform of Credit Rating Agencies: Addresses the role that credit rating agencies
played in the economic crisis, and takes strong steps to reduce conflicts of interest,
reduce market reliance on credit rating agencies, and impose a liability standard on
the agencies.

Hedge Fund, Private Equity and Private Pools of Capital Registration: Fills a
regulatory hole that allows hedge funds and their advisors to escape any and all
regulation. This bill requires almost all advisers to private pools of capital to register
with the SEC, and they will be subject to systemic risk regulation by the Financial
Stability regulator.

Office of Insurance: Creates a Federal Insurance Office that will monitor all aspects
of the insurance industry, including identifying issues or gaps in the regulation of
insurers that could contribute to a systemic crisis and undermine the entire financial
system.

Financial Services Committee Debate Information

Total Financial Reform markup time: Over 50 hours of debate

Amendments Totals-
120 Republican Amendments Considered
46 Roll Call Votes on Republican Amendments
51 Republican Amendments Accepted

134 Democratic Amendments Considered
11 Roll Call Votes on Democratic Amendments
111 Democratic Amendments Accepted

24 Bipartisan Amendments Considered
3 Roll Call Votes on Bipartisan Amendments
21 Bipartisan Amendments Accepted

###
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HIGHLIGHTS OF H.R. 4173, THE WALL STREET
ACCOUNTABILITY AND CONSUMER PROTECTION ACT

INCREASES CONSUMER PROTECTIONS

The bill will create the Consumer Financial Protection Agency (CFPA), a new federal
agency solely devoted to protecting Americans from unfair and abusive financial
products and services. Last year’s crisis demonstrated that deceptive products – such as
predatory mortgages and hidden credit card fees – can not only damage the livelihoods of
American families, they can destabilize the entire economy.

The CFPA will act as an independent watchdog and play a key role in preventing another
economic meltdown. Just like the FDA does for medical safety, it will set basic safety
standards on financial products and prevent big banks from making a quick buck at the
expense of hardworking families.

The CFPA will have the power to ban deceptive industry tactics such as teaser rates that
are used to lure in customers and make huge profits. It will make sure that contracts for
credit cards and mortgages are fair and comprehensible. Big banks and credit card
companies will no longer be able to take advantage of the “fine print” to deceive
consumers.

The CFPA will keep watch over a number of financial industries, such as payday lenders
and mortgage originators, which to date have escaped oversight.

PROTECTS FUTURE HOMEOWNERS

To help rebuild the American economy, the House is taking action to outlaw many of the
egregious industry actions that fueled the subprime lending boom and led to the nation’s
highest foreclosure rate in decades.

H.R. 4173 includes comprehensive mortgage reform and anti-predatory lending measures
that will outlaw the kinds of irresponsible and abusive loan practices that played a key
role in the current financial meltdown. The House passed these measures (H.R. 1728) in
May by an overwhelming vote of 300-114.

To restore the integrity of mortgage lending industry, this bill will make sure that the
industry follows basic principles of sound lending, responsibility, and consumer
protection, ensuring that:

borrowers can repay the loans they are sold, and irresponsible borrowers can no
longer lie their way into loans and take on too much debt.



mortgage lenders make loans that benefit the consumer and are prohibited from
steering borrowers into higher cost loans;
the secondary mortgage market, for the first time ever, is responsible for
complying with these common sense standards when they buy loans and turn
them into securities

REINS IN IRRESPONSIBLE COMPENSATION PRACTICES

H.R. 4173 addresses perverse pay practices that encourage executives to take excessive
risk at the expense of their companies, shareholders, employees, and ultimately the
American taxpayer – risks that contributed to the recent financial collapse.

For the first time ever, shareholders of public companies will have an annual, non-
binding “say on pay” vote on compensation packages and golden parachutes for top
executives.

The bill also requires financial firms with at least $1 billion in assets to disclose to federal
regulators any incentive-based compensation structures. Federal regulators will then be
authorized to ban any inappropriate or risky compensation practices that pose a threat to
the financial system and to the broader economy.

The legislation comes in response to a broad consensus of leading finance experts,
including Paul Volcker and the Group of 30, who believe that compensation structures
were a factor contributing to last year’s financial crisis.

ENDS TAXPAYER BAILOUTS AND “TOO BIG TO FAIL”

H.R. 4173 will once and for all put end to “too big to fail” financial firms and ensure that
taxpayers are never again left on the hook for Wall Street’s reckless decisions.

The bill creates an inter-agency oversight council that will identify financial companies
that are so large, interconnected, or risky that their collapse would put the entire economy
at risk. These systemically risky firms will be subject to heightened oversight, standards,
and regulation.

The bill establishes an orderly process for shutting down large, failing financial firms like
AIG or Lehman Brothers in a way that ends taxpayer-funded bailouts and minimizes the
impact on the financial system.

If a large institution collapses, the bill holds Wall Street - not taxpayers - accountable.
Any costs associated with dismantling a failed firm will be paid first from the company’s
assets at the expense of shareholders and creditors. Any additional costs will then be
covered by a “dissolution fund” pre-funded by large financial companies.



SAFEGUARDS INVESTORS

Recent events – such as the massive $65 billion Madoff Ponzi scheme and the $8 billion
Stanford Financial investment fraud – highlight the need for comprehensive reforms of a
broken regulatory system that has failed far too many investors.

To better safeguard investors in the future, the bill will enhance SEC’s enforcement
powers and funding by doubling its authorized funding over five years. This will enable
the SEC to obtain the tools needed to better protect investors and police today’s markets.

The bill will create a whistleblower bounty program with incentives to identify
wrongdoing in our securities markets and reward individuals whose tips lead to
successful enforcement actions. With a bounty program, we will effectively have more
cops on the beat in our securities markets.

The failures to detect the Madoff and Stanford Financial frauds demonstrate deep
deficiencies in our existing securities regulatory structure. The bill calls for an
independent, comprehensive study of the entire securities industry to identify reforms and
force the SEC and other entities to improve investor protection.

The Madoff fraud also revealed that the Public Company Accounting Oversight Board
lacked the powers it needed to examine the auditors of broker-dealers. In addition, it
exposed faults in the Securities Investor Protection Act, the law that returns money to the
customers of insolvent fraudulent broker-dealers. The bill closes these loopholes and
fixes these shortcomings.

The bill fills a regulatory hole that allows hedge funds and their advisors to escape any
and all regulation. Now, almost all advisers to private pools of capital will be required to
register with the SEC.

###
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TTHHEE MMEELLTTDDOOWWNN
For eight years, President Bush and his Republican allies ignored growing risks in the financial 

ďƵƐŝŶĞƐƐĞƐ͘�dŚĞŝƌ�ĨĂŝůƵƌĞ�ƚŽ�ƌĞŐƵůĂƚĞ�ĮŶĂŶĐŝĂů�ŵ ĂƌŬĞƚƐ�ĂŶĚ�ĐŽŶƚƌŽů�ƚŚĞƐĞ�ƌŝƐŬƐ�ůĞŌ�t Ăůů�̂ ƚƌĞĞƚ�ĂŶĚ�ƚŚĞ�
big banks to gamble with our money, which compromised our future, our savings, and the American
Dream. We know what happened: the worst financial crisis since the Great Depression. 

TTOOUUGGHH CCHHOOIICCEESS
Over the past year, this Congress and President Obama have made the tough choices and taken
ĞīĞĐƟǀĞ�ƐƚĞƉƐ�ƚŽ�ďƌŝŶŐ�ŽƵƌ�ĞĐŽŶŽŵ Ǉ�ďĂĐŬ�ĨƌŽŵ �ƚŚĞ�ďƌŝŶŬ�ŽĨ�ĚŝƐĂƐƚĞƌ͘���

RREECCOOVVEERRYY BBEEGGIINNSS
t Ăůů�̂ ƚƌĞĞƚ�ƌĞĨŽƌŵ �ŝƐ�ƚŚĞ�ŶĞǆƚ�ĐƌŝƟĐĂů�ƐƚĞƉ�ƚŽ�ĐƌĞĂƚĞ�ũŽďƐ�ĂŶĚ�ŐƌŽǁ �ƚŚĞ�ĞĐŽŶŽŵ Ǉ �͘��Ɛ�ǁ Ğ�ƌĞďƵŝůĚ�ŽƵƌ�
economy, we must put in place common-sense rules to ensure big banks and Wall Street can't
jeopardize our recovery and hurt hard-working families and small businesses once again. Wall Street
ŵ ĂǇ�ďĞ�ďŽƵŶĐŝŶŐ�ďĂĐŬ �͕ďƵƚ�ǁ Ğ�ŬŶŽǁ �ĨƌŽŵ �ĞǆƉĞƌŝĞŶĐĞ�ƚŚĂƚ�ůĞŌ�ƚŽ�ƚŚĞŝƌ�Žǁ Ŷ�ĚĞǀŝĐĞƐ�
to police themselves.

TTHHEE SSOOLLUUTTIIOONN
Common sense reforms that hold Wall Street and the big banks accountable will:

End bailouts by helping ensure
behavior and bad bets

from unnecessary risk by Wall Street lenders and speculators and high-paid corporate
ĞǆĞĐƵƟǀĞƐ

Protect consumers from predatory lending abuses, fine print, and industry gimmicks

Finally bring transparency and accountability to a financial system that has run amok out 

OFFICE OF SPEAKER NANCY PELOSI
DECEMBER 8, 2009

WWAALLLL SSTTRREEEETT RREEFFOORRMM &&

CCOONNSSUUMMEERR PPRROOTTEECCTTIIOONN



TTHHEE FFIINNAANNCCIIAALL CCRRIISSIISS:: FFAACCTTSS AATT AA GGLLAANNCCEE
The worst financial crisis since the Great Depression had its roots in a decade of failure to properly regulate our 
financial system, acknowledge and address obvious and growing problems and to invest in growing our economy.  
/ƌƌĞƐƉŽŶƐŝďůĞ�ůĞŶĚŝŶŐ�ĂŶĚ�ĐŽŵ ƉůĞǆ�ĚĞƌŝǀĂƟǀĞƐ�ƚƌĂŶƐĂĐƟŽŶƐ�ůĞĚ�ƚŽ�Ă�ŵ ŽƌƚŐĂŐĞ�ŵ ĞůƚĚŽǁ Ŷ�ƚŚĂƚ�ƐĞŶƚ�ƚŚĞ�ŶĂƟŽŶ�ŝŶƚŽ�
recession in December 2007. The financial collapse happened in the fall of 2008 with the bankruptcy of Lehman 
Brothers, the implosion of AIG and the subprime mortgage crisis. By early November 2008, a broad U.S. stock
index the S&P 500 was down 45% from its 2007 high.

$14,000,000,000,000 LOSS IN NET WORTH SINCE 2007
from

2007 to the middle of this year, with the vast majority (78%) of that drop in 2008 due to declining home values and
plunging values of stock held by Americans.

22% DECLINE IN RETIREMENT ASSETS
dŽƚĂů�ƌĞƟƌĞŵ ĞŶƚ�ĂƐƐĞƚƐ, Americans' second-largest household asset behind their homes, dropped by 22%, from
$10.3 trillion in 2006 to $8 trillion in mid-2008.

2,200,000 HOMES IN FORECLOSURE JUST THIS YEAR
Subprime and predatory home loans, in which mortgage brokers lured families with low, teaser interest rates that
ůĂƚĞƌ�ƐŬǇƌŽĐŬĞƚĞĚ�ƚŽ�ƵŶĂīŽƌĚĂďůĞ�ůĞǀĞůƐ͕ �ŚŝĚĚĞŶ�ĨĞĞƐ�ĂŶĚ�ĐŚĂƌŐĞƐ͕ �ĂŶĚ�ŝŶĐŽŵ ƉƌĞŚĞŶƐŝďůĞ�ƚĞƌŵ Ɛ�ĂŶĚ�ĐŽŶĚŝƟŽŶƐ�ƚŚĂƚ�
brought on the housing crisis and undermined the financial system.   

By September 2008, average housing prices had declined by over 20% from 2006.
�ƵƌŝŶŐ�ϮϬϬϳ �͕ůĞŶĚĞƌƐ�ďĞŐĂŶ�ĨŽƌĞĐůŽƐƵƌĞ�ƉƌŽĐĞĞĚŝŶŐƐ�ŽŶ�ŶĞĂƌůǇ�ϭ ϯ͘�ŵ ŝůůŝŽŶ�ƉƌŽƉĞƌƟĞƐ͕ �ŝŶĐƌĞĂƐŝŶŐ�ƚŽ�Ϯ ϯ͘�
million in 2008, and 2.2 million homes have gone into foreclosure already in 2009.
More than 60% of subprime loans went to people who could have qualified for lower costs loans. 
Total home equity in the United States, valued at $13 trillion in 2006 dropped to $8.8 trillion by mid-2008.
Nearly one in four U.S. borrowers currently owes more on their mortgage than their home is worth.

12 MILLION AMERICANS RELYING ON PAYDAY LOANS
High-cost Payday Loans are preying on nearly 12 million Americans. They pay a chunk of interest each pay day,
ĐŽƐƟŶŐ�ƚŚĞŵ �ŶĞĂƌůǇ�Ψϱ�ďŝůůŝŽŶ�ƉĞƌ�ǇĞĂƌ�ĂůŽŶŐ�ǁ ŝƚŚ�ŽƚŚĞƌ�ƉƌĞĚĂƚŽƌǇ�ůĞŶĚŝŶŐ �͘�dŚĞƐĞ�ůŽĂŶƐ�ĐĂŶ�ƵůƟŵ ĂƚĞůǇ�ĐĂƌƌǇ�ĂŶŶƵĂů�
ŝŶƚĞƌĞƐƚ�ƌĂƚĞƐ�ŽĨ�ϰϬϬй �Žƌ�ŵ ŽƌĞ �͕ǁ ŝƚŚ�ƚŚĞ�ƚǇƉŝĐĂů�ďŽƌƌŽǁ Ğƌ�ƉĂǇŝŶŐ�ĂďŽƵƚ�ΨϱϬϬ�ŝŶ�ŝŶƚĞƌĞƐƚ�ĨŽƌ�Ă�ΨϯϬϬ�ůŽĂŶ �͕ĂŶĚ�ƐƟůů�
owing the principal.

$65,000,000,000 PONZI SCHEME MISSED BY THE SEC
Financier Bernie Madoff was allowed to defraud investors out of as much as $65 billion in the largest Ponzi scheme
ŝŶ�ŚŝƐƚŽƌǇ �͘�dŚĞ�̂ ĞĐƵƌŝƟĞƐ�ĂŶĚ��ǆĐŚĂŶŐĞ��Žŵ ŵ ŝƐƐŝŽŶ�;̂ ��Ϳ�ŵ ŝƐƐĞĚ�ƌĞĚ�ŇĂŐƐ�ƚŚĂƚ�ĐŽƵůĚ�ŚĂǀĞ�ƉƵƚ�Ă�ƐƚŽƉ�ƚŽ�ŚŝƐ�ĂƐƐĞƚ�
management business.

$33,000,000,000 IN BONUSES FOR EXECUTIVES IN 9 BANKS
E ĞĂƌůǇ�Ψϯϯ�ďŝůůŝŽŶ�ŝŶ�ĞǆĞĐƵƟǀĞ�ďŽŶƵƐĞƐ�ǁ ĞƌĞ�ŚĂŶĚĞĚ�ŽƵƚ�ďǇ�ƚŚĞ�ŶĂƟŽŶΖƐ�ŶŝŶĞ�ůĂƌŐĞƐƚ�ďĂŶŬƐ�ůĂƐƚ�ǇĞĂƌ even as they
ran up more than $81 billion in losses and accepted tens of billions of dollars in emergency federal aid. Nearly 4,800
ĞǆĞĐƵƟǀĞƐ�ĂŶĚ�ŽƚŚĞƌ�Ğŵ ƉůŽǇĞĞƐ�Ăƚ�ƚŚĞƐĞ�Įƌŵ Ɛ�ǁ ĞƌĞ�ĞĂĐŚ�Ăǁ ĂƌĚĞĚ�Ăƚ�ůĞĂƐƚ�Ψϭ�ŵ ŝůůŝŽŶ �͘



WWHHAATT IISS IINN TTHHEE RREEFFOORRMM BBIILLLL??
A NEW CONSUMER FINANCIAL PROTECTION AGENCY TO PROTECT FAMILIES AND SMALL BUSINESSES
Ensure that bank loans, mortgages, credit cards are fair, affordable, understandable, and transparent.  We have 
tough rules that keep companies from selling us faulty toasters that burn down our houses, but there is
ĐƵƌƌĞŶƚůǇ�ŶŽ�ĂŐĞŶĐǇ�ƚŚĂƚ�ŚĂƐ�ĂƐ�ŝƚƐ�ƐŽůĞ�ŵ ŝƐƐŝŽŶ�ŽǀĞƌƐŝŐŚƚ�ŽĨ�ƉŽƚĞŶƟĂůůǇ�ŚĂƌŵ ĨƵů�ĮŶĂŶĐŝĂů�ƉƌŽĚƵĐƚƐ�ƐŽůĚ�ƚŽ�
ĐŽŶƐƵŵ ĞƌƐ͘ ��dŚŝƐ�ĐƌŝƟĐĂů�ĞŶĨŽƌĐĞŵ ĞŶƚ�ŝƐ�ŶĞĐĞƐƐĂƌǇ�ƚŽ �͗

ĞŶƐƵƌĞ�ƚŚĂƚ�ĐŽŶƐƵŵ ĞƌƐ�ŐĞƚ�ŝŶĨŽƌŵ ĂƟŽŶ�ƚŚĂƚ�ŝƐ�ĐůĞĂƌ�ĂŶĚ�ĐŽŶĐŝƐĞ�ĨƌŽŵ �ďĂŶŬƐ͕ �ŵ ŽƌƚŐĂŐĞ�ƐĞƌǀŝĐĞƌƐ͕ �ĂŶĚ�
credit card companies;
prevent the financial industry from offering predatory 
repayment that marked the subprime lending era; and
ƉƵƚ�ŝŶ�ƉůĂĐĞ�ĐŽŵ ŵ ŽŶ�ƐĞŶƐĞ�ƌĞŐƵůĂƟŽŶƐ�ƚŽ�ƐƚŽƉ�ĂďƵƐĞƐ�ďǇ�ƚŚĞ�ĮŶĂŶĐŝĂů�ŝŶĚƵƐƚƌǇ �͕ƐƵĐŚ�ĂƐ�ƉĂǇĚĂǇ�ůĞŶĚŝŶŐ�
ĂŶĚ�ĞǆŽƌďŝƚĂŶƚ�ŽǀĞƌĚƌĂŌ�ĨĞĞƐ͘ ��

FINANCIAL FIRMS
, providing the government with the tools funded by big

banks and financial firms and NOT taxpayers  it needs to manage financial crises so we are not forced 
ƚŽ�ĐŚŽŽƐĞ�ďĞƚǁ ĞĞŶ�ďĂŝůŽƵƚƐ�ĂŶĚ�ĮŶĂŶĐŝĂů�ĐŽůůĂƉƐĞ �͘�dŚŝƐ�ŝŶĐůƵĚĞƐ�ƚŚĞ�ĂďŝůŝƚǇ�ƚŽ�ƉƌĞĞŵ ƉƟǀĞůǇ�ĚŝƐŵ ĂŶƚůĞ�
ďŝŐ�ďĂŶŬƐ�ǁ ŚŽƐĞ�ƌŝƐŬǇ�ĂŶĚ�ŝƌƌĞƐƉŽŶƐŝďůĞ�ďĞŚĂǀŝŽƌ�ĐŽƵůĚ�ďƌŝŶŐ�ĚŽǁ Ŷ�ƚŚĞ�ĞŶƟƌĞ�ĞĐŽŶŽŵ Ǉ �͕ĂƐ�ǁ Ğůů�ĂƐ�ĂŶ�
orderly process to wind down failing firms.

END TAXPAYER-FUNDED BAILOUTS
Help ensure American taxpayers are never again on the hook for bailing them out by requiring big
ďĂŶŬƐ�ĂŶĚ�ŽƚŚĞƌ�ĮŶĂŶĐŝĂů�ŝŶƐƟƚƵƟŽŶƐ�;ǁ ŝƚŚ�ΨϱϬ�ďŝůůŝŽŶ�ŝŶ�ĂƐƐĞƚƐͿ�ƚŽ�ĨŽŽƚ�ƚŚĞ�ďŝůů�ĨŽƌ�ĂŶǇ�ďĂŝůŽƵƚƐ�ŝŶ�ƚŚĞ�
ĨƵƚƵƌĞ �͘dŚĞƐĞ�ŝŶƐƟƚƵƟŽŶƐ�ǁ ŽƵůĚ�ƉĂǇ� whole
financial system if they were to fail. 
Require that all financial firms that pose risk to the financial system not just banks are subject to
ƐƚƌŽŶŐ�Ͳ�ƐƵƉĞƌǀŝƐŝŽŶ�ĂŶĚ�ƌĞŐƵůĂƟŽŶ �͕ŝŶĐůƵĚŝŶŐ�ƐƚƌŽŶŐĞƌ�ĐĂƉŝƚĂů�ƐƚĂŶĚĂƌĚƐ�ĂŶĚ�ůĞǀĞƌĂŐĞ�ƌƵůĞƐ�
Increase transparency at the Federal Reserve, which has played an enormous role in shoring up big
ďĂŶŬƐ�ĂŶĚ�ŽƚŚĞƌ�ĮŶĂŶĐŝĂů�ŝŶƐƟƚƵƟŽŶƐ�ŝŶ�ƚŚŝƐ�ĐƌŝƐŝƐ͕ �ƐƵďũĞĐƟŶŐ�ŝƚ�ƚŽ�ƐĐƌƵƟŶǇ�ďǇ��ŽŶŐƌĞƐƐΖ�' ŽǀĞƌŶŵ ĞŶƚ�
Accountability Office with audits of the Fed's lending programs. 

MORTGAGE REFORM AND ANTI-PREDATORY LENDING
^ƚŽƉ�ƉƌĞĚĂƚŽƌǇ�ĂŶĚ�ŝƌƌĞƐƉŽŶƐŝďůĞ�ŵ ŽƌƚŐĂŐĞ�ůŽĂŶ�ƉƌĂĐƟĐĞƐ�ŝŶĐůƵĚŝŶŐ�ƉƌĞƉĂǇŵ ĞŶƚ�ƉĞŶĂůƟĞƐ͕ �ĚĞĐĞƉƟǀĞ�
ŵ ŽƌƚŐĂŐĞ�ĚŽĐƵŵ ĞŶƚĂƟŽŶ �͕ĂŶĚ�ŵ ĂŬŝŶŐ�ĞǆƚƌĂ�ƉƌŽĮƚƐ�ĨŽƌ�ƐƚĞĞƌŝŶŐ�ďŽƌƌŽǁ ĞƌƐ�ƚŽ�ŚŝŐŚĞƌ�ĐŽƐƚ�ůŽĂŶƐ�ƚŚĂƚ�
played a major role in the current financial meltdown. Help ensure that the mortgage industry follows 
ďĂƐŝĐ�ƉƌŝŶĐŝƉůĞƐ�ŽĨ�ƐŽƵŶĚ�ůĞŶĚŝŶŐ�ĂŶĚ�ĐŽŶƐƵŵ Ğƌ�ƉƌŽƚĞĐƟŽŶ �͘��

TOUGH NEW RULES ON RISKIEST FINANCIAL PRACTICES
^ƚƌĞŶŐƚŚĞŶ�ĞŶĨŽƌĐĞŵ ĞŶƚ�ďǇ�ƚŚĞ�̂ ĞĐƵƌŝƟĞƐ�ĂŶĚ��ǆĐŚĂŶŐĞ��Žŵ ŵ ŝƐƐŝŽŶ�ƚŽ�ďĞƩĞƌ�ƉƌŽƚĞĐƚ�ŝŶǀĞƐƚŽƌƐ�ĂŶĚ�
prevent future Bernie Madoff Ponzi schemes;
ZƵůĞƐ�ƚŽ�ĐƵƌƚĂŝů�ĞǆĐĞƐƐ�ƐƉĞĐƵůĂƟŽŶ�ŝŶ�ĚĞƌŝǀĂƟǀĞƐ�ĂŶĚ�ŐƌŽǁ ŝŶŐ�ƵƐĞ�ŽĨ�ƵŶƌĞŐƵůĂƚĞĚ�ĐƌĞĚŝƚ�ĚĞĨĂƵůƚ�Ɛǁ ĂƉƐ�
that devastated AIG and Bear Stearns;
D ŽƌĞ�ƚƌĂŶƐƉĂƌĞŶĐǇ�ĂŶĚ�ƚŽƵŐŚĞƌ�ƌĞŐƵůĂƟŽŶ�ŽĨ�ŚĞĚŐĞ�ĨƵŶĚƐ͕ �ƉƌŝǀĂƚĞ�ĞƋƵŝƚǇ�Įƌŵ Ɛ�ĂŶĚ�ĐƌĞĚŝƚ�ƌĂƟŶŐ�
ĂŐĞŶĐŝĞƐ͕ �ǁ ŚŽƐĞ�ƐĞĂů�ŽĨ�ĂƉƉƌŽǀĂů�ŐĂǀĞ�ǁ ĂǇ�ƚŽ�ĞǆĐĞƐƐŝǀĞůǇ�ƌŝƐŬǇ�ƉƌĂĐƟĐĞƐ�ƚŚĂƚ�ůĞĚ�ƚŽ�Ă�ĮŶĂŶĐŝĂů�ĐŽůůĂƉƐĞ �͖
and
Require investment advisors to act for the sole benefit of their client under the law, exercising the 
highest standard of care.

ING EGREGIOUS EXECUTIVE COMPENSATION
WƵƚƐ�ĂŶ�ĞŶĚ�ƚŽ�ĐŽŵ ƉĞŶƐĂƟŽŶ�ƉƌĂĐƟĐĞƐ�ƚŚĂƚ�ĞŶĐŽƵƌĂŐĞ�ĞǆĞĐƵƟǀĞƐ�ƚŽ�ƚĂŬĞ�ĞǆĐĞƐƐŝǀĞ�ƌŝƐŬ�Ăƚ�ƚŚĞ�ĞǆƉĞŶƐĞ�ŽĨ�ƚŚĞŝƌ�



ĐŽŵ ƉĂŶŝĞƐ͕ �ƐŚĂƌĞŚŽůĚĞƌƐ͕ �Ğŵ ƉůŽǇĞĞƐ͕ �ĂŶĚ�ƵůƟŵ ĂƚĞůǇ�ƚŚĞ��ŵ ĞƌŝĐĂŶ�ƚĂǆƉĂǇĞƌ͘��/ƚ�ƉƌŽǀŝĚĞƐ�ƐŚĂƌĞŚŽůĚĞƌƐ�ŽĨ�ƉƵďůŝĐ�
ĐŽŵ ƉĂŶŝĞƐ�ǁ ŝƚŚ�ĂŶ�ĂŶŶƵĂů͕�ŶŽŶͲďŝŶĚŝŶŐ�ǀŽƚĞ�ŽŶ�ĞǆĞĐƵƟǀĞ�ĐŽŵ ƉĞŶƐĂƟŽŶ�ĂŶĚ�ŐŽůĚĞŶ�ƉĂƌĂĐŚƵƚĞƐ�ĨŽƌ�ƚŚĞ�ƚŽƉ�ĮǀĞ�
ĞǆĞĐƵƟǀĞƐ͗ �

ƌĞƋƵŝƌĞ�ŝŶĚĞƉĞŶĚĞŶƚ�ĚŝƌĞĐƚŽƌƐ�ŽŶ�ƚŚĞ�ĐŽŵ ƉĞŶƐĂƟŽŶ�ĐŽŵ ŵ ŝƩĞĞƐ�ŽĨ�ƉƵďůŝĐ�ĐŽŵ ƉĂŶŝĞƐ͖ �ĂŶĚ���
authorize the SEC to res
large financial firms (with at least $1 billion in assets).  

EEAARRLLIIEERR AACCTTIIOONN IINN TTHHIISS CCOONNGGRREESSSS
dŚĞ�E Ğǁ ��ŝƌĞĐƟŽŶ��ŽŶŐƌĞƐƐ�ŚĂƐ�ďĞĞŶ�ǁ ŽƌŬŝŶŐ�ƚŽ�ƉƌŽƚĞĐƚ�ƚŚĞ�ƌŝŐŚƚƐ�ŽĨ��ŵ ĞƌŝĐĂΖƐ�ĐŽŶƐƵŵ ĞƌƐ͗ �

BILL OF RIGHTS,�ƉƌŽǀŝĚŝŶŐ�ƚŽƵŐŚ�ŶĞǁ �ƉƌŽƚĞĐƟŽŶƐ�ĨŽƌ�ĐŽŶƐƵŵ ĞƌƐ including banning
ƵŶĨĂŝƌ�ƌĂƚĞ�ŝŶĐƌĞĂƐĞƐ͕�ĂďƵƐŝǀĞ�ĨĞĞƐ͕�ĂŶĚ�ƉĞŶĂůƟĞƐ and strengthening enforcement. (Signed into Law)

BIPARTISAN FINANCIAL CRISIS INQUIRY COMMISSION,�ŝŶǀĞƐƟŐĂƟŶŐ�ƚŚĞ�ĐĂƵƐĞƐ�ŽĨ�ƚŚĞ�ǁ ŽƌƐƚ�ĮŶĂŶĐŝĂů�ĐƌŝƐŝƐ�
since the Great Depression and produce detailed and clear-eyed analysis of what went wrong. The
Commission will report by the end of 2010on those in the financial industry who took irresponsible risks, 
and help inform Congress as we move forward with further common sense reforms to prevent a future
crisis. (Signed into Law)

FRAUD ENFORCEMENT AND RECOVERY ACT, providing more tools to prosecute mortgage scams and
ĐŽƌƉŽƌĂƚĞ�ĨƌĂƵĚ�ƚŚĂƚ�ĐŽŶƚƌŝďƵƚĞĚ�ƚŽ�ƚŚĞ�ĮŶĂŶĐŝĂů�ĐƌŝƐŝƐ͕ �ĂŶĚ�ƉƌŽƚĞĐƟŶŐ�ƚĂǆƉĂǇĞƌ�ĨƵŶĚƐ�ďǇ�ŐŝǀŝŶŐ�ƚŚĞ�:ƵƐƟĐĞ�
Department more tools to fight fraud in the use of Troubled Asset Relief Program and Recovery Act funds. 
(Signed into Law)

EXECUTIVE COMPENSATION LIMITS (in the American Recovery and Reinvestment Act), imposing new limits
ŽŶ�ĐŽŵ ƉĞŶƐĂƟŽŶ�ĨŽƌ�ƚŽƉ�ĞǆĞĐƵƟǀĞƐ�Ăƚ�ĮŶĂŶĐŝĂů�ŝŶƐƟƚƵƟŽŶƐ�ĂŶĚ�ŽƚŚĞƌ�ĐŽƌƉŽƌĂƟŽŶƐ�ƚŚĂƚ�ƌĞĐĞŝǀĞ�ĨƵŶĚƐ�
ƚŚƌŽƵŐŚ�ƚŚĞ�d�ZW͕�ŝŶĐůƵĚŝŶŐ�ůŝŵ ŝƟŶŐ�ďŽŶƵƐĞƐ�ĨŽƌ�ĞǆĞĐƵƟǀĞƐ�ƚŽ�ŽŶĞͲƚŚŝƌĚ�ŽĨ�ƚŚĞŝƌ�ĂŶŶƵĂů�ƉĂǇ�ĂŶĚ�ƉƌŽŚŝďŝƟŶŐ�
cash bonuses, for example. (Signed into Law; no Republican supported this measure)

BBIIGG BBAANNKKSS && TTHHEEIIRR AALLLLIIEESS FFIIGGHHTT TTOO SSTTOOPP RREEFFOORRMMSS
�ŝŐ�ďĂŶŬƐ�ĂŶĚ�t Ăůů�̂ ƚƌĞĞƚ�Įƌŵ Ɛ͕ �ĂŶĚ�ƚŚĞŝƌ�ƐƉĞĐŝĂů�ŝŶƚĞƌĞƐƚ�t ĂƐŚŝŶŐƚŽŶ�ůŽďďǇŝƐƚƐ͕ �ĂƌĞ�ĮŐŚƟŶŐ�ƚŽŽƚŚ�ĂŶĚ�ŶĂŝů�ƚŽ�
ƐƚŽƉ�ƚŚĞƐĞ�ĮŶĂŶĐŝĂů�ƌĞŐƵůĂƟŽŶ�ƌĞĨŽƌŵ Ɛ͕ �ŝŶĐůƵĚŝŶŐ�ŽƵƌ�ĞīŽƌƚƐ�ƚŽ�ƉƌŽƚĞĐƚ�ŝŶĚŝǀŝĚƵĂůƐ�ďǇ�ĐƌĞĂƟŶŐ�ƚŚĞ��ŽŶƐƵŵ Ğƌ�
&ŝŶĂŶĐŝĂů�WƌŽƚĞĐƟŽŶ��ŐĞŶĐǇ �͘�dŚĞǇ�ĂƌĞ�ŵ ĂŬŝŶŐ�ĨĂůƐĞ�ĐůĂŝŵ Ɛ�ĂŶĚ�ƵƐŝŶŐ�ƐĐĂƌĞ�ƚĂĐƟĐƐ�ƚŽ�ŬĞĞƉ�ŵ ĂŬŝŶŐ�ďŝůůŝŽŶƐ�ŽĨ�
ĚŽůůĂƌƐ�ĂŶĚ�ƌĂŬŝŶŐ�ŝŶ�ŚƵŐĞ�ďŽŶƵƐĞƐ�ĨƌŽŵ �ƚŚĞ�ƐĂůĞ�ŽĨ�ĚĞĐĞƉƟǀĞ�ĮŶĂŶĐŝĂů�ƉƌŽĚƵĐƚƐ�ƚŚĂƚ�ĚƌŝǀĞ�ŵ ŝůůŝŽŶ�ŽĨ�ǁ ŽƌŬŝŶŐ�
ƉĞŽƉůĞ�ŝŶƚŽ�ĮŶĂŶĐŝĂů�ƚƌŽƵďůĞ�Žƌ�ďĂŶŬƌƵƉƚĐǇ �͘��ŌĞƌ�ƚĂŬŝŶŐ�ďŝůůŝŽŶƐ�ŽĨ�ŽƵƌ�ƚĂǆ�ĚŽůůĂƌƐ�ƚŽ�ƐƚĂďŝůŝǌĞ�ƚŚĞŝƌ�ĮŶĂŶĐĞƐ͕ �ƚŚĞ�
big banks are now spending millions to lobby against reforms that would protect us from abuse in the future.

CONGRESSIONAL REPUBLICANS ARE SIDING WITH THE BIG BANKS AND FINANCIAL INDUSTRY AGAINST THESE
REFORMS, AFTER:

Opposing investments for Cracking Down on Runaway Financial Excesses and Rebuilding Regulatory
WƌŽƚĞĐƟŽŶƐ�ĨŽƌ�ŚŽŵ ĞŽǁ ŶĞƌƐ͕ �ŝŶǀĞƐƚŽƌƐ�ĂŶĚ�ĐŽŶƐƵŵ ĞƌƐ�ďǇ�ĨĞĚĞƌĂů�ĂŐĞŶĐŝĞƐ�ƐƵĐŚ�ĂƐ�ƚŚĞ�̂ ĞĐƵƌŝƟĞƐ�ĂŶĚ�
Exchange Commission, the Federal Trade Commission, and Consumer Product Safety Commission. (H.R.
3170; Passed by House 219-208, with 98 percent of Republicans voting no)
s ŽƟŶŐ�ƚŽ��ĞůĂǇ��ƌĞĚŝƚ��ĂƌĚ�ZĞĨŽƌŵ Ɛ͕ �calling instead for the Federal Reserve merely to submit a study to
Congress on speeding up consumer-friendly credit card reforms to (from February to now). (H.R. 3639,
Bill passed House 331-92; 96 percent of Republicans voting to delay)
KƉƉŽƐŝŶŐ�>ŝŵ ŝƚƐ�ŽŶ��ǆĞĐƵƟǀĞ��Žŵ ƉĞŶƐĂƟŽŶ�ĨŽƌ�ƚŽƉ�ĞǆĞĐƵƟǀĞƐ�Ăƚ�ĮŶĂŶĐŝĂů�ŝŶƐƟƚƵƟŽŶƐ�ĂŶĚ�ŽƚŚĞƌ�
ĐŽƌƉŽƌĂƟŽŶƐ�ƚŚĂƚ�ƌĞĐĞŝǀĞ�ĨƵŶĚƐ�ƚŚƌŽƵŐŚ�ƚŚĞ�d�ZW͘�(H.R. 1; no Republicans supported the bill)
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Wall Street Reform and Consumer Protection Act:

Myths vs. Facts

MYTH: The bill will put in place permanent bailouts -- encouraging risky behavior by

financial institutions which assume the government will come to their rescue.

FACT: Completely untrue. Under this bill, the days of taxpayer-funded bailouts are over. The

bill establishes a process to dissolve failing large financial institutions in a way that does not

wreakhavoc on the whole economy; but this is no bailout. These financial institutions will be

allowed to fail, but in a way that protects the economy. Under this authority, as a last resort,

federal regulators will shut down these institutions that pose a risk to the whole

economy. They will fire the managers, fire the executives, wipe out shareholders, sell off the

assets, but protect our financial system and taxpayers from collateral damage. For a market to

function, those who invest and lend in that market must know that their money is actually at

risk. Institutions and investors must be responsible for their decisions.

Any costs incurred in unwinding these financial institutions will be borne by Wall Street firms

and the big banks—not taxpayers. Dissolution will be paid for first by shareholders and

creditors, by any remaining assets of the failed company and then through an industry-funded

effort. The bill requires big banks and other financial institutions (with $50 billion in assets) to

foot the bill for any future dissolutions of individual companies. These institutions would pay

assessments based on a company’s potential risk to the whole financial system if they were to

fail.

This bill institutes preventive medicine by making the financial marketplace more accountable

and transparent, long before we get to the point of a rescue. We strengthen supervision of

large and risky financial institutions with stronger capital standards and rules against

excessive and overly risky leverage.

MYTH: This bill adds unnecessary government bureaucracy with a new Consumer

Financial Protection Agency (CFPA) that duplicates the work of existing agencies and

increases regulatory burdens on businesses.



FACT:The new agency will consolidate and streamline enforcement of roughly 20 laws

currently overseen by seven different agencies. The functions would not be duplicated; rather,

they would be streamlined into a single agency, thereby reducing regulatory burden and

expense, not increasing it – with the added benefit of more effective consumer protection.

This new agency is necessary as existing regulators failed to stop abusive lending practices

before these practices harmed millions of consumers and ultimately the entire economy. Right

now, consumer protection is a minor and sometimes ignored responsibility for a number of

agencies but not top priority for any one of them. Agencies have ignored their consumer

protection mandates in the past, and former Federal Reserve Chairman Alan Greenspan never

implemented a law passed in 1994 to regulate subprime lending. American consumers deserve

much better than this. The CFPA will clean up this mess and make consumer protection its

sole priority.

MYTH: This bill will assert more government control over financial markets.

FACT: To prevent risky financial dealings by Wall Street and the big banks from decimating

the savings and homes of American families and from freezing access to credit for American’s

small businesses, this bill reins in Wall Street and strengthens accountability in

Washington. Putting in place these kinds of common sense rules of the road will improve

transparency, foster competition, and strengthen the health of the marketplace. The central

objective of reform is to establish a safer, more stable financial system that can deliver the

benefits of financial innovation even as it guards against the dangers of excessive risk. We

must ensure that our financial system creates opportunity and long-term wealth while

reducing risk.

MYTH: The bill increases the deficit and increases taxes.

FACT: The net cost of the bill is fully paid for from the TARP. The TARP was set up to save the

financial system from collapse and the cost of this legislation to prevent a future collapse is a

necessary cost in that effort. Most of the costs associated with these reforms are paid for by

the financial industry through fees and assessments—on large banks and non-regulated

financial companies such as payday lenders and check cashing operations, and not on local

community banks or credit unions.



This is a small price to pay to avert another financial disaster, and these reforms will help spur

our economy and thereby reduce the federal deficit through restored confidence that our

financial institutions are sound— all while we better protect consumer and investors.

MYTH: We should just let these large institutions go through bankruptcy, instead of

getting the government involved.

FACT: Bankruptcy will not stop the type of financial panic that we saw in the fall of September

2008. Even President Bush, Vice President Cheney and their Republican Treasury Secretary

and the Chairman of the Federal Reserve rejected using the Bankruptcy Code as a model for

dissolving large, interconnected financial institutions. Only in the case of Lehman Brothers did

they allow bankruptcy to proceed. The aftermath, with a 500 point drop in the stock market,

was such a disaster that two days later the Bush Administration bailed out AIG because the

markets could not sustain another major bankruptcy filing by a large financial firm.

Bankruptcy, while appropriate in many instances, can be a lengthy process that may not

always allow for the speedy resolution of a large financial firm in time to avoid a broad

financial panic that could result in major financial and economic disruptions. As Lehman

Brothers navigated bankruptcy court, Business Week reported "Scores of hedge funds that had

hundreds of millions in cash and other securities parked with Lehman’s prime brokerage

operation in London have had their accounts frozen. A number of these hedge funds have filed

formal objections with the bankruptcy court and at least one fund, New York-based Bay

Harbour Management, is mounting a legal challenge to the court’s hastily-approved sale of

Lehman’s brokerage arm to Barclays Capital. Now a new and even more troubling scenario is

arising: legal disputes stemming from the estimated $1 trillion in derivatives transactions that

Lehman had entered into on behalf of itself and some of its customers.” [Business Week,

10/2]

Under the bill's dissolution authority, the FDIC will be able to unwind a failing firm

expeditiously and in an orderly manner so that existing contracts can be dealt with and

secured creditors’ claims can be addressed—much like is done today when commercial banks

become insolvent.

MYTH: The CFPA limits consumer choices of financial products and stifles innovation.



FACT: There will be no limits on innovation. When we create choices for consumers, we create

competition in the industry that benefits everyone. All that will be limited are abusive practices

of the sort that led to the current crisis. The status quo has limited consumer choice by

crowding out of the market better loans for which many borrowers qualified but were not

offered. The CFPA will ensure that consumers are offered the best loans for which they qualify,

and not just the riskiest loans that are most lucrative for originators.

MYTH: The new CFPA will raise costs for consumers as firms have to comply with

new rules and standards and will pass on these costs to consumers. Consumers will

have to pay more just to fund the agency.

FACT: An agency that could have helped prevent the risky lending practices that resulted in

trillions of dollars of losses in Americans’ retirement savings and home values is well worth the

modest costs involved. They pale in comparison to the costs of regulatory failure. Moreover,

as the CFPA will streamline enforcement of laws and rules that currently fall under seven

different government agencies, costs to the companies and prices for consumers may well

decline.

MYTH: This legislation will hurt community and small banks and merchants—those

that didn’t cause the financial meltdown but were hurt by it.

FACT: The bill ensures that small banks and credit unions, which play a key role in their

communities, are not subject to undue regulatory burdens.

Banks and thrifts under $10 billion in assets and credit unions under $1.5 billion in

assets will continue to have their consumer protection examinations done by their existing

regulators.

CFPA will play a backup role unless the primary regulators fail in their oversight, and

these institutions will not see their assessments for consumer protection exams change

under this bill.

Merchants, retailers and other non-financial businesses will be excluded from the regulation

and oversight of CFPA when they extend credit directly to consumers for the purchase of

goods or services. Merchants and retailers can continue to provide credit and layaway plans

without becoming subject to new regulation as long as they do not choose to resell the credit.

Merchants and others are still subject to federal law through the Truth in Lending Act, which



was passed almost 30 years ago. Also, doctors and other businesses that bill their customers

after a service is provided will be excluded.

MYTH: The bill is a job killer and will drive up interest rates.

FACT: This is more scare tactics and fear mongering from the same crowd that said health

care reform was going to kill grandma. Defenders of risky business on Wall Street are ignoring

the destruction that lax oversight caused in the financial lives of Americans and American

businesses—and also ignore the increased investment and entrepreneurship that a stable and

growing economy will generate. Instituting strong consumer protections, improving

transparency, and rewarding responsible investing are some of the best ways to foster

competitiveness and grow our economy.

Wall Street Reform and Consumer Protection Act:

Questions & Answers

Q: Why is the Administration continuing the TARP? Shouldn’t we end TARP and put

the money toward deficit reduction?

A: The TARP will be preserved a while longer for the very reason it was created: to stabilize

the financial system, and to help get credit flowing to Main Street. In the first round, large

financial institutions took TARP money but didn’t necessarily lend it to small businesses and

families. Redirecting some TARP money to putting consumer and small business protections in

place and to free up credit is in keeping with its original purpose.

Last year, Congress insisted on tough conditions on the financial rescue to maximize the

returns to the taxpayers for this investment -- refusing to provide President Bush with a blank

check -- and those efforts are paying off. A new report shows that the Treasury Department

expects to recover all but $42 billion of the $364 billion disbursed in the first year to ailing

financial institutions, with the portion invested in banks actually showing a profit. As a result,

the Obama Administration now projects a $200 billion reduction in the deficit for this year.

Using a portion of the TARP funds to spur American job creation is critical for deficit

reduction. A growing economy helped give us the budget surpluses of the ‘90s. Some have

offered a false choice between creating jobs and reducing the deficit. Creating jobs reduces

the deficit.



Q: Why are you acting on this before the Financial Crisis Inquiry Commission reports

next year?

A: We have spent months developing common sense solutions to the financial meltdown we

faced—and Wall Street reforms are now the next critical step to stabilize and grow our

economy. People are right to be outraged by what happened on Wall Street, and Americans

overwhelmingly support reform of Wall Street as part of our economic recovery. Of course,

this is an ongoing process and will not end with this legislation; the commission's

recommendations will guide future reforms.

Q: Will this legislation help consumers with rising credit card interest rates?

A: Yes. The new CFPA will have ongoing authority to rein in the credit card industry. They can

also take on the issues of predatory lending, payday loans, check cashers, and overdraft

fees. This bill builds on the consumer protections built into the Credit Cardholders Bill of Rights

signed into law earlier this year.

Q: What does this do to the Federal Reserve?

A: The bill increases transparency at the Federal Reserve, which has played an enormous role

in shoring up big banks and other financial institutions in this crisis. The reforms subject the

Fed’s lending programs to scrutiny by the non-partisan Government Accountability Office.

Under the bill, the Federal Reserve’s use of Section 13(3) authority – to extend

short-term borrowing and secured loans to individuals, partnerships, or

corporations in "unusual and exigent circumstances" -- will be subject to significant

new restrictions. Use of this authority will require approval by two-thirds of the

members of the Council and the consent of the Treasury Secretary after certification

by the President that an emergency exists. This authority may not be used to

provide assistance to individual companies, and Congress will be able to disapprove

further use of the authority.
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RESTORING AMERICAN FINANCIAL STABILITY ACT OF 2009

Sec. 1. Short title; table of contents

Sec. 2. Definitions

Sec. 3. Severability

Sec. 4. Effective Date

Title I – Agency for Financial Stability

Section 101. Short Title
The title may be cited as the “Financial Stability Act of 2009.”

Section 102. Definitions
This section defines various terms used in the title. “Agency” means the Agency for Financial

Stability, established under this title. “Bank holding company” has the meaning given it in section 2 of
the Bank Holding Company Act (“BHCA”). “U.S. nonbank financial company” means a company
(other than a bank holding company) that is incorporated in the U.S. and engaged in whole or in part in
activities that are financial in nature (as defined in section 4(k) of the BHCA). “Foreign nonbank
financial company” means a company (other than one treated as a bank holding company) that is
incorporated outside the U.S. and engaged in whole or in part in activities in the U.S. that are financial
in nature. A “financial company” refers to a U.S. nonbank financial company, foreign nonbank
financial company, or bank holding company. A “specified financial company” refers to a financial
company that is subject to enhanced supervision and prudential standards under section 107.

Section 103. Agency for Financial Stability Established
This section establishes the Agency, governed by a board of directors with the following

membership: (1) the Chairperson of the Agency (appointed by the President, with the advice and
consent of the Senate), (2) the Secretary of the Treasury, (3) the Chairman of the Board of Governors of
the Federal Reserve System, (4) the Chairperson of the Financial Institutions Regulatory Administration
(“FIRA”), (5) the Director of the Consumer Financial Protection Agency, (6) the Chairman of the
Securities and Exchange Commission, (7) the Chairperson of the Federal Deposit Insurance Corporation
(“FDIC”), (8) the Chairperson of the Commodity Futures Trading Commission, and (9) an independent
member (appointed by the President, with the advice and consent of the Senate) having experience in
insurance industry or regulation.

The Chairperson and the independent member will have six-year terms. The Agency’s board of
directors will meet at the call of the Chairperson at least once per quarter. The Agency will have its own
employees and may also have personnel detailed from other Federal agencies.

Section 104. Agency Authority
This section enumerates the purposes and duties of the Agency, which include: (1) collecting

information in order to assess risks to the financial system; (2) monitoring the financial services
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marketplace to identify threats to U.S. financial system stability; (3) facilitating information sharing
among the member agencies; (4) identifying gaps in regulation that could pose risks to U.S. financial
system stability; (5) requiring financial companies that may pose threats to U.S. financial system
stability or economic growth in the event of their material financial distress or failure to submit to
heightened supervision and prudential standards; (6) prescribing heightened prudential standards for
such companies; (7) setting heightened capital, leverage, and liquidity standards that increase on a
graduated basis for certain large bank holding companies; (8) identifying systemically important
financial market utilities and payments, clearing, and settlement system activities and subjecting them to
prudential standards by the Board of Governors of the Federal Reserve System; (9) providing a forum
for discussion, analysis, and resolution of jurisdictional disputes among member agencies; and (10)
reporting to and testifying before Congress.

The section also authorizes the Agency to obtain information from the member agencies and
financial companies to carry out the provisions of this title.

Section 105. Authority to Require Supervision and Regulation of Financial Companies to
Mitigate Systemic Risk

This section authorizes the Agency to identify financial companies that may pose threats to U.S.
financial system stability or the U.S. economy in the event of their material financial distress or failure.
These companies, designated as specified financial companies, would be subject to heightened
supervision and prudential standards. The Agency will provide written notice to each financial company
of its proposed determination and the company would have the opportunity for a hearing before the
Agency to contest the proposed determination. The Agency will consult with the primary federal
regulatory agency of each financial company or subsidiary of the company that is being considered for
designation as a specified financial company.

Section 106. Registration with FIRA by Specified Financial Companies
This section directs specified financial companies to register with FIRA (other than specified

bank holding companies or other financial companies already registered with FIRA).

Section 107. Enhanced Supervision and Prudential Standards for Specified Financial Companies
This section directs the Agency to establish prudential standards and reporting and disclosure

requirements for specified financial companies that are more stringent than those applicable to other
U.S. financial companies and increase in stringency with certain characteristics of the company,
including its size and complexity. The prudential standards will include risk-based capital requirements,
leverage limits, liquidity requirements, a contingent capital requirement, resolution plan and credit
exposure report requirements, prompt corrective action, concentration limits, and overall risk
management requirements. The section enumerates the factors that the Agency shall consider in setting
the standards. It requires that all specified financial companies remain well capitalized and well
managed as defined by the Agency under this title. It also requires that each specified financial
company establish a risk committee to be responsible for oversight of enterprise-wide risk management
practices of the company. The section also includes a contingent capital requirement under which each
specified financial company would maintain a minimum amount of long-term debt that is convertible to
equity under certain conditions, and enumerates the factors that the Agency shall consider in
rulemaking.
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Section 108. Heightened Standards for Bank Holding Companies that are Not Specified Financial
Companies

This section directs the Agency to establish heightened risk-based capital, leverage, and liquidity
requirements for bank holding companies that are not specified financial companies. The Agency may
not apply the heightened standards to any bank holding company with total assets under $10 billion.
The standards would apply to bank holding companies on a graduated basis, and the Agency should
ensure, to the extent possible, that small changes in the factors used to set the standards (e.g., changes in
the amounts and nature of financial assets) do not trigger sharp, discontinuous changes in the standards.

Under this section, the Agency will also establish rules to require bank holding companies that
are publicly traded companies with total assets of not less than $10 billion to establish a risk committee.

Section 109. Reports and Public Disclosures
Under this section, the Agency may require reports from specified financial companies and their

subsidiaries, but will use existing reports to the fullest extent possible. The Agency may prescribe, by
regulation, enhanced public disclosures by specified financial companies in order to support market
evaluation of the companies’ capital adequacy and risk profiles.

The section also directs the Agency to require that each specified financial company periodically
submit to the Agency, FIRA, and the FDIC: (1) a plan for rapid and orderly resolution in the event of
material financial distress or failure; and (2) a report on credit exposures between the specified financial
companies and other significant financial companies (as defined through Agency rulemaking). FIRA
and the FDIC will jointly determine whether the resolution plan is credible and would facilitate an
orderly resolution under the bankruptcy code or the resolution authority authorized in title II. Specified
financial companies will have to resubmit resolution plans to correct deficiencies. Failure to resubmit a
plan correcting deficiencies within a timeframe determined by the Agency may result in FIRA and the
FDIC imposing more stringent capital, leverage, or liquidity requirements, or restrictions on the growth,
activities, or operations of the specified financial company. If, two years after the imposition of these
requirements or restrictions, the company still has not resubmitted a plan that corrects the deficiencies
identified by FIRA and the FDIC, these two agencies, in consultation with the Agency, may direct the
company to divest certain assets or operations in order to facilitate an orderly resolution in the event of
failure.

Section 110. Affiliations
This section affirms that nothing in this title requires a specified financial company to conform

its activities to the requirements of section 4 of the BHCA (12 U.S.C. 1843). If a specified financial
company does conduct activities that are not financial in nature or incidental thereto under section 4(k)
of the BHCA, the Agency may require the specified financial company to establish an intermediate
holding company that would house the company’s financial activities. The Agency shall promulgate
regulations to implement this section, including the criteria for requiring an intermediate holding
company and any restrictions or limits on transactions between such holding company and its affiliates.

Section 111. Prompt Corrective Action for Specified Financial Companies
This section authorizes the Agency to take prompt corrective action to resolve capital

deficiencies and other problems of specified financial companies. The provisions are substantively
similar to the prompt corrective action requirements established in the Federal Deposit Insurance Act
(“FDIA”). The Agency must establish capital thresholds to delineate the capital categories of well
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capitalized, undercapitalized, significantly undercapitalized, and critically undercapitalized. FIRA must
monitor any undercapitalized specified financial company, which must submit a capital restoration plan
acceptable to FIRA. Requirements and restrictions would become more stringent for significantly
undercapitalized specified financial companies. And within 90 days of a specified financial company
becoming critically undercapitalized, FIRA, in consultation with the FDIC, must require that the
company file for bankruptcy, file a petition for involuntary bankruptcy on behalf of the company, or
submit a written recommendation to the Secretary for use of the resolution authority in Title 2.

Section 112. Concentration Limits
This section requires the Agency to establish regulations that impose limits on credit exposure to

lessen the risks that the failure of a specified financial company could pose to another financial company
or the stability of the U.S. financial system. Each specified financial company’s credit exposure to any
unaffiliated company may not exceed 25 percent of the specified financial company’s capital stock and
surplus (or a lower amount that the Agency may determine by regulation is necessary to mitigate risks to
financial stability). The section defines credit exposures and permits the Agency, by regulation or order,
to exempt transactions if the Agency finds that it is in the public interest to do so and consistent with the
purposes of this section. The rules established under this section shall not take effect for 3 years after
the publication of the final rule, with the possibility of two additional years, to allow for an orderly
transition period.

Section 113. Regulations
This section requires the Agency to issue final regulations to implement this title no later than 18

months after the date of enactment, unless otherwise specified.

Section 114. Avoiding Duplication
This section directs the Agency to take actions necessary to avoid imposing requirements under

this title that are duplicative of requirements applicable to financial companies under other provisions of
law.

Section 115. Agency Funding
This section establishes a Financial Stability Fund in the U.S. Treasury to pay for expenses of the

Agency and collect fees and assessments to cover those expenses. During the 2-year period following
the date of enactment, the Board of Governors of the Federal Reserve System shall transfer to the
Agency an amount sufficient to cover its expenses. After two years, the Agency shall establish by
regulation an assessment schedule to charge specified financial companies for the expenses of the
Agency. To the extent that a shortfall exists, the Board of Governors of the Federal Reserve System
shall provide the Agency an amount sufficient to cover the shortfall.

Section 116. Resolution of Disputes among Member Agencies
This section authorizes a dispute resolution function for the Agency. The agency shall resolve

disputes among member agencies about the respective jurisdiction over a particular financial company,
activity, or product if the agencies cannot resolve the dispute without the Agency’s intervention. The
section prescribes the procedures for dispute resolution and makes the Agency’s written decision
binding on parties to the dispute.
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Section 117. Additional Standards Applicable to Activities or Practices for Financial Stability
Purposes

This section authorizes the Agency to issue recommendations to the primary financial regulatory
agencies to apply new or heightened prudential standards and safeguards, including those enumerated in
sections 107 and 108, for a financial activity or practice conducted by financial companies under the
agencies’ jurisdiction. The Agency would make such recommendation if it determines that the conduct
of the activity or practice could create or increase the risk of significant liquidity, credit, or other
problems spreading among financial companies or U.S. financial markets. The section requires that the
Agency consult with the primary financial regulatory agencies, provide notice and opportunity for
comment on any proposed recommendations, and consider the effect of any recommendation on costs to
long-term economic growth. The Agency may recommend specific actions to apply to the conduct of a
financial activity or practice, including limits on scope or additional capital and risk management
requirements.

Section 118. Effect of Rescission of Identification.
This section requires the Agency to inform the primary financial regulatory agency (or agencies)

of any Agency determination that a specified financial company, activity, or practice no longer requires
any heightened standards implemented under this title. The primary financial regulatory agency may
determine whether or not to keep such standards in effect.

Section 119. Mitigation of Systemic Risk.
This section authorizes the Agency and FIRA, after notice and opportunity for hearing, to require

a specified financial company to sell or transfer assets to unaffiliated entities, to terminate certain
activities, or to comply with conditions on conduct of certain activities. The Agency and FIRA would
impose such requirements if, even after imposition of heightened prudential standards and other
requirements under this title, the size, scope, or nature of activities of the specified financial company
pose a threat to its safety and soundness or to U.S. financial stability.

Section 120. Rule of Construction
This section states that Agency rules and standards imposed under this title shall supersede any

conflicting, less stringent requirements of the primary financial regulatory agency, but only to the extent
of the conflict.
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Title II – Enhanced Resolution Authority

Section 201. Definitions
This section defines various terms used in this title. A “financial company” includes: (1) a bank

holding company, as defined in section 2(a) of the Bank Holding Company Act (“BHCA”), (2) a
specified financial company, as defined in section 102, (3) a company predominantly engaged in
activities that are financial in nature, as defined in section 4(k) of the BHCA, and (4) subsidiaries of any
of these companies (except an insured depository institution, an insurance company, or any broker or
dealer registered with the Securities and Exchange Commission (“SEC”) and which is a member of the
Securities Investor Protection Corporation). A “covered financial company” is a financial company for
which a determination has been made to use the resolution authority under section 202. The “appropriate
Federal regulatory agency” (“AFRA”) means the FDIC, unless the largest subsidiary of the financial
company is a broker or dealer, in which case it means the SEC.

Section 202. Systemic Risk Determination
This section establishes the process for triggering the use of the resolution authority. The board

of the Financial Institutions Regulatory Administration (“FIRA”) and the board (or commission) of the
AFRA must each, by a two-thirds vote of its members then serving, provide a written recommendation
to the Secretary that includes: (1) an evaluation of whether a specified financial company is in default or
in danger of default; (2) a description of the effects that the failure of the specified financial company
would have on U.S. economic conditions or financial stability; and (3) the nature and extent of actions
that should be taken under section 203. (The Secretary of the Treasury, Chairperson of FIRA, or
Chairperson of the Agency for Financial Stability may request FIRA and the AFRA to consider making
the recommendation, or FIRA and the AFRA may make the recommendation on their own initiative.)

Upon receiving such recommendations, the Secretary (in consultation with the President) may
make a written determination that: (1) the specified financial company is in default or in danger of
default; (2) the failure of the specified financial company and its resolution under otherwise applicable
law would have serious adverse effects on U.S. financial stability or economic conditions; and (3) any
action under section 203 would avoid or mitigate such adverse effects. The Secretary would take into
consideration the effectiveness of the action in mitigating adverse effects on the financial system and
economy, any cost to the Treasury, and the potential to increase excessive risk taking on the part of
creditors, counterparties, and shareholders in the covered financial company.

The Secretary shall submit a report to Congress within 30 days of any determination, and the
Government Accountability Office will review and report on the Secretary‘s determination.

Section 203. Resolution; Stabilization
This section requires that the Secretary appoint the FDIC as receiver of the covered financial

company after a section 202 determination. The FDIC, as receiver, must consult with primary financial
regulatory agencies of: (1) the covered financial company and its covered subsidiaries to ensure an
orderly resolution; and (2) any subsidiaries that are not covered subsidiaries to coordinate the
appropriate treatment of any such solvent subsidiaries and the separate resolution of any such insolvent
subsidiaries under other governmental authority, as appropriate.

Once it has been appointed receiver, the FDIC, with the approval of the Secretary, may take
certain actions with respect to the covered financial company or any covered subsidiary. These actions
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include: (1) making loans or purchasing debt; (2) purchasing assets or guaranteeing assets against loss;
(3) assuming or guaranteeing obligations to third parties; (4) taking a lien on assets; and (5) selling or
transferring any acquired assets, liabilities, and obligations. The FDIC may take any such actions only if
it determines that such actions are necessary for financial stability and not for the purpose of preserving
the covered financial company, and must receive the written approval of the Secretary. The FDIC must
also ensure that shareholders would not receive any payment until after all other claims are fully paid,
that the FDIC’s actions would not prevent creditors from bearing losses, and that management
responsible for the company’s failure has been removed.

Section 204. Judicial Review
This section provides that if the Secretary appoints the FDIC as receiver pursuant to section 203,

the covered financial company has 30 calendar days to challenge the appointment in federal district
court.

Section 205. Directors not Liable for Acquiescing in Appointment of Receiver
This section exempts the board of directors of a covered financial company from liability to the

company’s shareholders or creditors for acquiescing or consenting in good faith to appointment of a
receiver under section 203 or an acquisition, combination, or transfer of assets or liabilities under section
208.

Section 206. Termination and Exclusion of Other Actions
This section provides that receivership under section 203 for a covered financial company shall

terminate and prevent any other bankruptcy or insolvency proceeding under federal or state law.

Section 207. Rulemaking
This section authorizes the FDIC, in consultation with the Agency for Financial Stability, to

prescribe such rules or regulations as considered necessary or appropriate to implement this title.

Section 208. Powers and Duties of the Corporation

Subsection (a). Powers and Authorities.
The FDIC’s powers and duties as receiver are substantively similar to those for a receiver under

the Federal Deposit Insurance Act (FDIA). These powers and duties include: (1) succeeding to the
rights, title, powers, and privileges of the covered financial company and its stockholders, officers, and
directors; (2) taking over the assets of, and operating, the company with all the powers of shareholders,
directors, and officers; (3) liquidating the company through sale of assets or transfer of assets to a
bridge financial company established under subsection (h); (4) merging the company with another
company or transferring assets or liabilities; (5) paying valid obligations that come due, to the extent that
funds are available; (6) exercising subpoena powers; (7) utilizing private sector services to manage and
dispose of assets; (8) terminating rights and claims of stockholders and creditors (except for the right to
payment of claims); and (9) determining and paying claims.

Subsection (b). Priority of Expenses and Unsecured Claims.
The priority of expenses and unsecured claims is substantively similar to the FDIA (12 U.S.C. §

1821(d)(11)), except that specific language is added giving the United States a second priority position
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(in place of deposit claims in the FDIA) after administrative expenses. All claimants of a covered
financial company that are similarly situated in the expenses and claims priority shall be treated in a
similar manner except in cases where the FDIC determines that doing otherwise would: maximize the
asset value of the company; maximize the present value of the proceeds (or minimize the amount of any
loss) from disposing of the assets of the company; or contain serious adverse effects on financial
stability and the U.S. economy.

Subsection (c). Provisions Relating to Contracts Entered Into Before Appointment of Receiver.
This subsection authorizes the FDIC to repudiate and enforce contracts and handle the financial

company’s qualified financial contracts (including derivatives) in a manner substantively similar to the
authority of the FDIC under the FDIA (12 U.S.C. § 1821(c)). However, a counterparty to a qualified
financial contract would be stayed from terminating, liquidating, or netting the contract (solely by reason
of the appointment of a receiver) until 5:00 PM on the third business day after the date that the FDIC
was appointed receiver.

Subsection (d). Valuation of Claims in Default.
This subsection is similar in certain respects to the FDIA’s valuation of claims in default (12

U.S.C. § 1821(i)). It establishes the FDIC’s maximum liability for claims against the covered financial
company (or FDIC as receiver) as the amount that the claimant would have received if no determination
was made under section 202 and the company was liquidated under title 11 of the U.S. Code or any
State insolvency law. The subsection also authorizes the FDIC, as receiver and with the Secretary’s
approval, to make additional payments to claimants only if the FDIC determines this to be necessary to
minimize losses or to mitigate serious adverse effects on financial stability or the U.S. economy.

Subsection (e). Limitation on Court Action.
This subsection generally precludes a court from granting injunctive relief against the FDIC

when it is exercising its powers as receiver (substantively similar to the FDIA (12 U.S.C. § 1821(j)).

Subsection (f). Liability of Directors and Officers.
This subsection provides that FDIC may take actions to hold directors and officers of a covered

financial company personally liable for monetary damages with respect to gross negligence. It is
substantively similar to the FDIA (12 U.S.C. § 1821(k)).

Subsection (g). Damages.
This subsection provides that recoverable damages in claims brought against directors, officers,

or employees of a covered financial company for improper investment or use of company assets include
principal losses and appropriate interest. It is substantively similar to the FDIA (12 U.S.C. § 1821(l)).

Subsection (h). Bridge Financial Companies.
This subsection authorizes the FDIC, as receiver, to establish one or more bridge financial

companies. At the FDIC’s discretion, such bridge financial companies may assume liabilities and
purchase assets of the covered financial company, and perform other temporary functions that the FDIC
may prescribe. The subsection is substantively similar to the FDIA (12 U.S.C. § 1821(n)).
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Subsection (i). Sharing Records.
This subsection requires FIRA to make available to the FDIC all records relating to the covered

financial company. This subsection is substantively similar to the FDIA (12 U.S.C. § 1821(o)).

Subsection (j). Expedited Procedures for Certain Claims.
This subsection expedites federal courts’ consideration of cases brought by the FDIC against a

covered financial company’s directors, officers, employees, or agents. It is substantively similar to the
FDIA (12 U.S.C. § 1821(q)).

Subsection (k). Foreign Investigations.
This subsection authorizes the FDIC, as receiver, to request assistance from, and provide

assistance to, any foreign financial authority. It is substantively similar to the FDIA (12 U.S.C. §
1821(r)).

Subsection (l). Prohibition on Entering Secrecy Agreements and Protective Orders.
This subsection prohibits the FDIC from entering into any agreement that prohibits it from

disclosing the terms of any settlement of any action brought by the FDIC as receiver of a covered
financial company. It is substantively similar to the FDIA (12 U.S.C. § 1821(s)).

Subsection (m). Liquidation of Certain Covered Financial Companies or Bridge Financial Companies.
This subsection provides that the FDIC, as receiver, in liquidating any covered financial

company or bridge financial company that is either (1) a stockbroker that is not a member of SIPC, or
(2) a commodity broker, will apply the applicable liquidation provisions of the bankruptcy code
pertaining to “stockbrokers” and “commodity brokers” (as such terms are defined in subchapters III and
IV, respectively, of chapter 7 of title 11 of the U.S. Code).

Subsection (n). Systemic Resolution Fund.
This subsection creates a fund that will be available to the FDIC to carry out the authorities in

this title, including the payment of administrative expenses and payment of principal and interest on
obligations issued to the Treasury that would be used to capitalize the fund.

Subsection (o). Risk-Based Assessments.
This subsection requires the FDIC to recover amounts expended under this title that have not

otherwise been recouped by imposing one or more risk-based assessments on financial companies.
FDIC would determine the terms and conditions of the assessment, with the concurrence of the
Secretary and the Agency for Financial Stability. Any funds borrowed from the Treasury in connection
with a determination under section 202 and actions taken under section 203 must be fully repaid within
60 months (with a possibility of an extension to avoid adverse effects on financial stability and the U.S.
economy). The FDIC may not assess any financial company that has total assets less than $10 billion.
The subsection also outlines factors that the FDIC shall consider in imposing risk-based assessments.

Section 209. Clarification of Prohibition Regarding Concealment of Assets from Receiver or
Liquidating Agent

This section makes a conforming change to a provision of the criminal code relating to
concealment of assets from the FDIC acting as receiver of a covered financial company.
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Section 210. Miscellaneous Provisions
This section makes conforming change to the bankruptcy code by adding covered financial

companies to those entities excluded from the definition of the term “debtor,” and clarifies the systemic
risk exception provision in the FDIA. This section also makes conforming change to the netting
provisions contained in the Federal Deposit Insurance Corporation Improvement Act of 1991 by
expanding the exceptions to include section 208(c) of this Act and section 1367 of the HERA (12 U.S.C.
§ 4617(d)).
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Title III – Financial Institutions Regulatory Administration

Section 301. Short Title and purposes
The short title is “Enhancing Financial Institution Safety and Soundness Act of 2009.” Among

the purposes of the title are to provide for the safe and sound operation of the banking system; to
preserve and protect the dual banking system of federal and state chartered depository institutions; and
to streamline and rationalize the supervision of depository institutions and their holding companies.

Section 302. Definitions
Defines key terms used in this title, including, “covered institutions” which are the financial

institutions subject to regulation by the Financial Institutions Regulatory Administration, and “transfer
date” which is the date that is 1 year after the date of enactment or another date not later than 18 months
if so designated by the Secretary of the Treasury. The transfer date is the date upon which various
functions are transferred to the Financial Institutions Regulatory Administration. The transfer of
personnel, property and funding are also keyed to the transfer date.

Subtitle A – Financial Institutions Regulatory Administration Established

Section 311. Establishment of Administration
Establishes a new independent agency, the Financial Institutions Regulatory Administration,

“FIRA”. It amends other federal laws to add FIRA, the Agency for Financial Stability and the
Consumer Financial Protection Agency to the list of independent regulatory agencies that are free from
certain federal information collection requirements and are not required to submit legislative
recommendations or testimonies for prior approval.

Section 312. Board of Directors of the Administration
Establishes a 5 member board of directors to manage FIRA. The board is comprised of the

Chairperson of the FDIC, the Chairman of the Federal Reserve Board, and 3 individuals appointed by
the President with the advice and consent of the Senate. Not more than 3 board members may be from
the same political party. The Chairperson has a 5 year term. The Vice Chairperson must have
experience in state bank supervision. The term of independent board members is 6 years.

This section also provides for the filling of Board vacancies, imposes employment restrictions on
Board members, both during the individual’s service on the Board and post service restrictions, and sets
the Executive Service levels for Board members’ compensation.

Section 313. State Bank Advisory Board
Establishes a State Bank Advisory Board within FIRA. The Advisory Board is comprised of 5

state bank commissioners serving on a rotating basis for 2 years. The Advisory Board is tasked with
keeping the FIRA Board informed about developments and issues relating to state banks and making
recommendations to the FIRA Board concerning: rules, guidelines and orders of FIRA; the streamlining
of the regulation and supervision of state-chartered community banks; and policies of FIRA that may
affect the financial performance, condition, efficiency or competitiveness of state banks.
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Section 314. Division of Community Bank Supervision
Establishes the Division of Community Bank Supervision within FIRA specifically to make

recommendations to FIRA for standards appropriate to the supervision of community banks; to examine
and supervise community banks; and to promote a healthy community bank sector. The Division is
headed by a Director appointed by the Chairperson of FIRA who reports directly to the Chairperson.

This section also expressly prohibits any FIRA Board member and any employee of FIRA from
promoting the conversion of a state bank to a national bank, subject to rules by the FIRA Board in
consultation with the State Bank Advisory Board.

Subtitle B – Transfer of Powers and Duties to FIRA

Section 321. Transfer Date
Establishes a transfer date of 1 year by which existing agency powers must be transferred to

FIRA. Personnel and property must be transferred within 90 days of the transfer date. This section also
establishes a process under which the Secretary of the Treasury may designate another date, but no later
than 18 months.

Section 322. Powers and Duties Transferred
Upon the transfer date, all functions of the OCC and OTS are transferred to FIRA. All functions

of the FDIC relating to supervision and regulation of state nonmember banks and insured state branches
of foreign banks are transferred to FIRA. The FDIC’s functions relating to deposit insurance and
resolution are specifically not transferred. All functions of the FRB relating to supervision and
regulation of member banks, bank holding companies and their affiliates, foreign banks and branches,
agencies and representative offices of foreign banks, commercial lending companies, and companies
operating under the International Banking Act of 1978 are transferred to FIRA. Specifically, the FRB’s
functions relating to monetary policy, open market operations, payment, settlement or clearing activities,
financial market utilities, and advances or extensions of credit under the Federal Reserve Act are
reserved for the FRB.

Section 323. Abolishment
Abolishes the OCC and OTS.

Section 324. Savings Provisions
Preserves existing rights, duties and obligations of the OCC, OTS, FDIC, and FRB that existed

on the day before the transfer date. This section also preserves existing law suits by or against the OCC,
OTS, FDIC, or the FRB, but substitutes FIRA for these agencies upon the transfer date where their
functions have been transferred to FIRA.

This section also continues existing orders, regulations, determinations, agreements, procedures,
interpretations and advisory materials of the agencies whose functions are transferred to FIRA.

Section 325. References in Federal Law to Federal Banking Agencies
Provides that references in federal law to the OCC or OTS, or to the FDIC or the FRB with

respect to functions transferred to FIRA, are deemed to be references to FIRA.
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Subtitle C – Operations of FIRA

Section 331. Transferred powers, authorities, rights, and duties
Gives FIRA all powers, authorities, rights and duties vested in the OCC and OTS, and in the

FDIC and the FRB with respect to the functions transferred to FIRA.

Section 332. Regulations and Orders
FIRA may prescribe regulations, guidelines and orders as appropriate to carry out its powers.

Section 333. Additional Powers and Duties of the Chairperson
The Chairperson of FIRA shall also serve on the boards of the Agency for Financial Stability and

the Consumer Financial Protection Agency, and assume the Comptroller of the Currency’s position on
the board of the Neighborhood Reinvestment Corporation.

This section gives FIRA independent litigating authority.

Section 334. Additional Powers of the Board of Governors and the Federal Deposit Insurance
Corporation

The FRB may request information from financial institutions and FIRA, and request that its
employees participate with FIRA in any examination if the FRB determines such information or
participation are necessary to carry out its responsibilities for monetary policy, open market operations,
payment, settlement, or clearing activities, financial market utilities, or advances or extensions of credit
under the Federal Reserve Act. FIRA must provide the FRB with information it requests and must
coordinate with the FRB to enable FRB employees to participate in exams.

The Chairperson of the FDIC is given the same access to information and participation in
examinations when the FDIC determines the information or participation is necessary to carry out the
FDIC’s responsibilities relating to deposit insurance or resolution.

Section 335. Funding
This section sets forth the funding for FIRA, including the establishment of the FIRA Fund. The

Chairperson may collect assessments, fees, or other charges from the financial institutions subject to its
supervision to carry out its responsibilities. In establishing the appropriate assessment, fee or charge, the
Chairperson may take into account the total assets of any institution, the financial and managerial
condition of the institution, and the examination rating of the institution.

Fees for federally chartered institutions -- With respect to federally chartered institutions, the
amount of assessments, fees, or charges must at least cover the estimated total expenses of FIRA for
supervising these institutions. (For purposes of describing this section, the terms “supervision” or
“supervising” refer to all duties of FIRA with respect to each class of institution, including
administrative expenses, chartering federal institutions, and rulemaking.) For federally chartered
institutions with less than $10 billion in assets, the assessments may not exceed 20 percent of the
aggregate amount collected from all federally chartered institutions.
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Fees and funding for state chartered institutions

Small State Chartered Institutions -- FIRA may not assess any state chartered bank, thrift, branch
or agency, with total assets of less than $10 billion. The FRB shall transfer to FIRA an amount equal to
the total costs of supervising state licensed branches and agencies of foreign banks with assets less than
$10 billion. The FRB shall transfer to FIRA an amount equal to 20 percent of the estimated total
expenses of FIRA for supervising state chartered banks and thrifts with less than $10 billion in assets.
The FDIC shall transfer to FIRA an amount equal to 80 percent of the estimated total expenses FIRA
incurs for supervising these state banks and thrifts.

Large State Chartered Institutions -- FIRA must assess state institutions with assets of $10
billion or more an amount equal to 50 percent of the costs associated with their supervision. The FRB
shall transfer an amount equal to 50 percent of FIRA’s estimated expenses for FIRA’s duties relating to
these large state chartered institutions.

Fees and funding for holding companies

Small Holding Companies -- FIRA may not assess any bank holding company or savings and
loan holding company with less than $10 billion in assets. The FRB shall transfer an amount equal to
FIRA’s total estimated expenses for carrying out its duties for these bank holding companies and
savings and loan holding companies. These estimated expenses may not include the estimated expenses
for supervising the depository institution subsidiaries of these holding companies.

Large Holding Companies -- The assessment of holding companies with total assets of $10
billion or more must be sufficient to cover the estimated expenses associated with their supervision.
Estimated expenses for holding company supervision may not include the estimated expenses for
supervising their depository institution subsidiaries.

Fees for specified financial companies that are not bank holding companies -- For other
institutions that are subject to FIRA’s supervision – i.e., specified financial companies that are not bank
holding companies – the aggregate amount of assessments collected by FIRA must cover the total
estimated expenses associated with their supervision.

Section 336. Personnel
The Chairperson may fix the number of and appoint and direct all employees of FIRA and may

also determine their compensation. Compensation may be determined without regard to the General
Schedule pay rates. The Chairperson must report to Congress annually about the structure of
compensation and benefits for employees.

Section 337. Contracting and Leasing Authority
The Chairperson has the authority to enter into and perform contracts and to hold, lease,

maintain, or sell property.
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Subtitle D – Additional FIRA Authority for Specified Financial Companies

Section 341. Examinations of Companies that do not Control Banks
FIRA may examine specified U.S. nonbank financial companies and any subsidiaries of such

companies and any U.S. subsidiary, branch, or agency of a specified foreign nonbank financial company
to determine the nature of the operations and financial condition of the company and its subsidiaries; the
financial, operational, and other risks within the company that may pose a threat to the safety and
soundness of the company or the stability of the U.S. financial system; the systems for monitoring and
controlling such risks; and compliance with the prudential standards the Agency for Financial Stability
promulgates and any other federal law that FIRA has jurisdiction to enforce against these companies.

To the extent possible, FIRA shall rely on reports of examination of functionally regulated
subsidiaries made by their primary regulator.

FIRA shall require periodic public disclosures to support market evaluation of the risk profile,
capital adequacy, and risk management capabilities of specified financial companies.

Section 342. Enforcement
Specified U.S. nonbank financial companies and specified foreign nonbank financial companies

will be subject to the enforcement provisions under section 8 of the Federal Deposit Insurance Act.

If FIRA determines that a functionally regulated subsidiary of one of these companies does not
comply with the regulations of the Agency for Financial Stability or otherwise poses a threat to the
financial stability of the U.S., FIRA may recommend in writing to the primary financial regulatory
agency for the subsidiary that the agency initiate a supervisory action or an enforcement proceeding. If
the agency does not initiate an action within 30 days, FIRA shall report this failure to the Agency for
Financial Stability.

Section 343. Acquisitions
A specified financial company shall be treated as a bank holding company for purposes of

section 3 of the Bank Holding Company Act which governs acquisitions. A specified financial company
shall not acquire direct or indirect ownership or control of any voting shares of a company engaged in
nonbanking activities having total consolidated assets of $10 billion or more without providing
advanced written notice to FIRA.

In addition to other criteria under the Bank Holding Company Act for reviewing acquisitions,
FIRA shall consider the extent to which a proposed acquisition would result in greater or more
concentrated risks to global or U.S. financial stability of the global or U.S. economy. FIRA must deny
any acquisition for which notice is submitted unless the specified company is well capitalized and well
managed both before and after the acquisition.

Section 344. Prohibition Against Management Interlocks Between Certain Financial Holding
Companies

A specified financial company shall be treated as a bank holding company for purposes of the
Depository Institutions Management Interlocks Act. A management official of a specified financial
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company may not serve as a management official of any other nonaffiliated specified financial
company.

Section 351. Interim Use of Funds, Personnel, and Property
The Chairperson of FIRA is given interim authority beginning on the date of the Chairperson’s

appointment and until the transfer date to, in general, facilitate an orderly transfer of functions to FIRA.
During this time period, the Chairperson may request funding from the OCC, the OTS, the FRB, and the
FDIC.

Section 352. Transfer of Employees
All employees of the OCC and OTS are transferred to FIRA. The Chairperson in consultation

with the FRB and FDIC shall determine the number and type of employees necessary to carry out the
duties transferred to FIRA from these agencies. The FRB and FDIC must transfer to FIRA the
employees the Chairperson determines necessary.

Employees are transferred within 90 days of the transfer date. Their status and tenure are
protected upon transfer to FIRA. Employees are further protected from involuntary separation,
reassignment outside their locality pay area, and downgrade in salary for 2 years after the transfer date,
with certain exceptions. This section provides for continuation of employee benefits. Not later than 2
years from the transfer date, the Chairperson must implement a uniform pay and classification system
for transferred employees.

Section 353. Property Transferred
The OCC and OTS must transfer all property not later than 90 days after the transfer date.

Within 90 days of the transfer date, the FRB and FDIC must transfer all property the Chairperson of
FIRA determines, in consultation with the FRB and FDIC, was used to support the functions at those
agencies transferred to FIRA.

Section 354. Funds Transferred
Except to the extent necessary to dispose of the affairs of the OCC and OTS, all funds available

to those agencies must be transferred on the transfer date.

Section 355. Disposition of Affairs
During the 90 day period beginning on the transfer date, the Comptroller of the Currency, the

Director of the Office of Thrift Supervision, the Board of Governors of the FRB, and the Board of
Directors of the FDIC, shall manage employees and property and take such actions as necessary to wind
up the affairs relating to any function transferred to FIRA.

Section 356. Continuation of Services
Any agency, department or instrumentality of the U.S. that was providing support services to the

OCC, OTS, FRB, or the FDIC, in connection with functions transferred, shall continue to provide such
services until the transfer of functions is complete and consult with the Chairperson of FIRA to
coordinate and facilitate a prompt and orderly transition.
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Subtitle F – Termination of Federal Thrift Charter

Section 361. Termination of Federal Savings Associations
Upon the date of enactment of this Act, the Director of the OTS may not issue a charter for a

federal savings association.

Section 362. Branching
A thrift that converts to a bank may continue to operate its branches.

Subtitle G – Additional Powers of the Corporation

Section 371. Deposit Insurance Reform
Amends the Federal Deposit Insurance Act to repeal the provision that states no institution may

be denied the lowest-risk category solely because of its size. This section also provides that an
assessment of an insured depository institution shall be an amount equal to the product of an assessment
rate established by the FDIC and the amount of the average total assets of the insured depository
institution during the assessment period, minus the amount of the average tangible equity of the insured
depository institution during the assessment period.

Section 372. Management of the Federal Deposit Insurance Corporation
This section replaces the Comptroller of the Currency’s seat on the FDIC Board of Directors

with the Chairman of the FRB, and the Director of the OTS’ board membership with the Chairperson of
FIRA.
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Title IV—Regulation of Advisers to Hedge Funds and Others

Section 401. Short Title
“Private Fund Investment Advisers Registration Act of 2009”.

Section 402. Definitions

Section 403. Elimination of Private Adviser Exemption; Limited Exemption for Foreign Private
Advisers; Limited Intrastate Exemption

Section 404. Collection of Systemic Risk Data; Reports; Examinations; Disclosures
Advisors to private funds must maintain and file specific systemic risk data which the

Commission shall periodically examine and share with other regulators.

Section 405. Disclosure Provision Eliminated
Eliminates the provision of the Advisor’s Act that prohibits the Commission from seeking

information from Advisors about their clients.

Section 406. Clarification of Rulemaking Authority

Section 407. Exemptions of venture capital fund advisers
No investment adviser shall be subject to the registration requirements of this title with respect to

the provision of investment advice relating to a venture capital fund.

Section 408. Exemption of and record keeping by private equity fund advisers
The Commission shall require certain private equity fund advisors to maintain such records and

provide to the Commission such annual or other reports as the Commission determines necessary and
appropriate in the public interest and for the protection of investors.

Section 409. Family offices
Adds family offices to the list of entities not to be regulated as Investment Advisors as defined

by the Investment Advisor’s Act.

Section 410. State and Federal responsibilities; asset threshold for Federal registration of
investment advisers

Increases the threshold above which Investment Advisors must register with the Commission to
$100,000,000.

Section 411. Custody of client assets
Requires the Commission to write rules for Investment Advisors to use an independent custodian

to hold client assets, where appropriate.

Section 412. Adjusting the accredited investor standard for inflation
Requires the Commission to increase the accredited investor definition and to adjust that

definition for inflation at least once every five years.
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Section 413. Studies and reports
The GAO shall submit separate reports on (1) Accredited investor criteria; (2) A hedge fund

SRO; and (3) Short selling.

Section 414. Transition period
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Title V – Insurance

Subtitle A – Office of National Insurance

Section 501. Short Title

Section 502. Establishment of Office of National Insurance
This section establishes the Office of National Insurance (“Office”) within the Department of the

Treasury. The Office, to be headed by a career Senior Executive Service Director appointed by the
Secretary of the Treasury (“Secretary”), will have the authority to: (1) monitor all aspects of the
insurance industry; (2) recommend to the Agency for Financial Stability (“Agency”) that the Agency
designate an insurer, including its affiliates, as an entity subject to regulation as a specified financial
company as defined in Title I of the Restoring American Financial Stability Act; (3) assist the Secretary
in administering the Terrorism Risk Insurance Program; (4) coordinate Federal efforts and establish
Federal policy on prudential aspects of international insurance matters; (5) determine whether State
insurance measures are preempted by International Insurance Agreements on Prudential Measures; and
(6) consult with the States regarding insurance matters of national importance and prudential insurance
matters of international importance. The authority of the Office extends to all lines of insurance except
health insurance.

In carrying out its functions, the Office may collect data and information on the insurance
industry and insurers, as well as issue reports. It may require an insurer or an affiliate to submit data or
information reasonably required to carry out functions of the Office, although the Office may establish
an exception to data submission requirements for insurers meeting a minimum size threshold. Before
collecting any data or information directly from an insurer, the Office must first coordinate with each
relevant State insurance regulator (or other relevant Federal or State regulatory agency, in the case of an
affiliate) to determine whether the information is available from such State insurance regulator or other
regulatory agency. The Office will have power to require by subpoena that an insurer produce the data
or information requested, but only upon a written finding by the Director that the data or information is
required to carry out its functions and that it has coordinated with relevant regulator or agency as
required. Any non-publicly available data and information submitted to the Office will be subject to
confidentiality provisions: privileges are not waived; any requirements regarding privacy or
confidentiality will continue to apply; and information contained in examination reports will be
considered subject to the exemption under the Freedom of Information Act for this type of information.

The Director will determine whether a State insurance measure is preempted because it: (a)
results in less favorable treatment of a non-United States insurer domiciled in a foreign jurisdiction that
is subject to an International Insurance Agreement on Prudential Measures than a United States insurer
domiciled, licensed, or otherwise admitted in that State and (b) is inconsistent with an International
Insurance Agreement on Prudential Measures. However, nothing in this section preempts any State
insurance measure that governs any insurer’s rates, premiums, underwriting or sales practices, State
coverage requirements for insurance, application of State antitrust laws to the business of insurance, or
any State insurance measure governing the capital or solvency of an insurer (except to the extent such
measure results in less favorable treatment of a non-United States insurer than a United States insurer).
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An “International Insurance Agreement on Prudential Measures” is defined as a written bilateral
or multilateral agreement entered into between the United States and a foreign government, authority, or
regulatory entity regarding prudential measures applicable to the business of insurance or reinsurance.
Before making a determination of inconsistency, the Director will notify and consult with the
appropriate State, publish a notice in the Federal Register, and give interested parties the opportunity to
submit comments. Upon making the determination, the Director will notify the appropriate State and
Congress, and establish a reasonable period of time before the preemption will become effective. At the
conclusion of that period, if the basis for the determination still exists, the Director will publish a notice
in the Federal Register that the preemption has become effective and notify the appropriate State.

The Director will consult with State insurance regulators, to the extent the Director determines
appropriate, in carrying out the functions of the Office. Nothing in this section will be construed to give
the Office or the Treasury Department general supervisory or regulatory authority over the business of
insurance.

The Director must submit a report to the President and to Congress by September 30th of each
year on the insurance industry and any actions taken by the Office regarding preemption of inconsistent
State insurance measures.

The Director must also conduct a study and submit a report to Congress within 18 months of the
enactment of this section on how to modernize and improve the system of insurance regulation in the
United States. The study and report must be guided by the following six considerations: (1) systemic
risk regulation with respect to insurance; (2) capital standards and the relationship between capital
allocation and liabilities; (3) consumer protection for insurance products and practices; (4) degree of
national uniformity of state insurance regulation; (5) regulation of insurance companies and affiliates on
a consolidated basis; and (6) international coordination of insurance regulation. The study and report
must also examine additional factors as set forth in this section.

This section also authorizes the Secretary of the Treasury to negotiate and enter into International
Insurance Agreements on Prudential Measures on behalf of the United States. However, nothing in this
section will be construed to affect the development and coordination of the United States international
trade policy or the administration of the United States trade agreements program. The Secretary will
consult with the United State Trade Representative on the negotiation of International Insurance
Agreements on Prudential Measures, including prior to initiating and concluding any such agreements.

Subtitle B. State-Based Insurance Reform

Section 511. Short Title. This subtitle may be cited as the “Nonadmitted and Reinsurance Reform Act
of 2009”.

Section 512. Effective Date
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Part I – Nonadmitted Insurance

Sec. 521. Reporting, Payment, and Allocation of Premium Taxes
Gives the home State of the insured (policyholder) sole regulatory authority over the collection

and allocation of premium tax obligations related to nonadmitted insurance (also known as surplus lines
insurance). States are authorized to enter into a compact or other agreement to establish uniform
allocation and remittance procedures. Insured’s home State may require surplus lines brokers and
insureds to file tax allocation reports detailing portion of premiums attributable to properties, risks, or
exposures located in each state.

Sec. 522. Regulation of Nonadmitted Insurance by Insured’s Home State
Unless otherwise provided, insured’s home State has sole regulatory authority over nonadmitted

insurance, including broker licensing.

Sec. 523. Participation in National Producer Database
State may not collect fees relating to licensing of nonadmitted brokers unless the State

participates in the national insurance producer database of the National Association of Insurance
Commissioners (NAIC) within 2 years of enactment of this subtitle.

Sec. 524. Uniform Standards For Surplus Lines Eligibility
Streamlines eligibility requirements for nonadmitted insurance providers with the eligibility

requirements set forth in the NAIC’s Nonadmitted Insurance Model Act.

Sec. 525. Streamlined Application for Commercial Purchasers
Allows exempt commercial purchasers, as defined in section 527, easier access to the non-

admitted marketplace by waiving certain requirements.

Sec. 526. GAO Study of Nonadmitted Insurance Market
The Comptroller General shall conduct a study of the nonadmitted insurance market to determine

the effect of the enactment of this part on the size and market share of the nonadmitted market. The
Comptroller General shall consult with the NAIC and produce this report within 30 months after the
effective date.

Sec. 527. Definitions
Among others, defines Exempt Commercial Purchasers and details the qualifications necessary

to qualify as such for the purposes of section 525.

Part II – Reinsurance

Sec. 531. Regulation of Credit for Reinsurance and Reinsurance Agreements
Prohibits non-domiciliary States from denying credit for reinsurance if the State of domicile of a

ceding insurer is an NAIC-accredited State or has solvency requirements substantially similar to those
required for NAIC accreditation. Prohibits non-domiciliary States from restricting or eliminating the
rights of reinsurers to resolve disputes pursuant to contractual arbitration clauses, prohibits non-
domiciliary States from ignoring or eliminating contractual agreements on choice of law determinations,
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and prohibits non-domiciliary States from enforcing reinsurance contracts on terms different from those
set forth in the reinsurance contract.

Sec. 532. Solvency Regulation
State of domicile of the reinsurer is solely responsible for regulating the financial solvency of the

reinsurer. Non-domiciliary States may not require reinsurer to provide any additional financial
information other than the information required by State of domicile. Non-domiciliary States are
required to be provided with copies of the financial information that is required to be filed with the State
of domicile.

Sec. 533. Definitions
Among others, defines a reinsurer and clarifies how a insurer could be determined as a reinsurer

under the laws of the state of domicile.

Part III – Rule of Construction

Sec. 541. Rule of Construction
Clarifies that this subtitle will not modify, impair, or supersede the application of antitrust laws,

confirms that any potential conflict between this subtitle and the antitrust laws will be resolved in favor
of the operation of the antitrust laws.

Sec. 542. Severability
States that if any section, subsection, or application of this subtitle is held to be unconstitutional,

the remainder of the subtitle shall not be affected.
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Title VI – Bank and Savings Association Holding Company and Depository
Institution Regulatory Improvements Act of 2009

Section 601. Short Title

Section 602. Definitions
This section defines key terms such as “commercial firm.”

Section 603. Moratorium and Study on Treatment of Credit Card Banks, Industrial Loan
Companies, Trust Banks and Certain Other Companies as Bank Holding Companies under the
Bank Holding Company Act

This section prohibits the Federal Deposit Insurance Corporation from approving a new
application for deposit insurance for an industrial loan company, credit card bank, or trust bank that is
owned or controlled by a commercial firm, until three years from the date of enactment of this Act. In
addition, within 18 months of enactment of this Act, the Comptroller General must submit a report to
Congress analyzing whether it is necessary to eliminate the exceptions in the Bank Holding Company
Act of 1956 for credit card banks, industrial loan companies, trust banks, thrifts, and certain other
companies, in order to strengthen the safety and soundness of these institutions or the stability of the
financial system.

Section 604. Reports and Examinations of Bank Holding Companies; Regulation of Functionally
Regulated Subsidiaries

This section removes constraints on the ability of FIRA to obtain reports from, examine and
regulate subsidiaries of bank holding companies. In addition, when reviewing proposed acquisitions and
mergers of banks, bank holding company proposals to engage in nonbank activities or financial holding
company proposals to engage in activities that are financial in nature, FIRA must consider the effect of
any such proposal on the stability of the United States banking or financial system. A financial holding
company also may not engage in certain activities that are financial in nature without the approval of
FIRA if they involve the acquisition of assets that exceed $25 billion.

Section 605. Requirements for Financial Holding Companies to Remain Well Capitalized and
Well Managed

This section amends the Bank Holding Company Act of 1956 to require all financial holding
companies engaging in expanded financial activities to remain well capitalized and well managed.

Section 606. Standards for Interstate Acquisitions and Mergers
This section raises the capital and management standards for bank holding companies engaging

in interstate bank acquisitions by requiring them to be well capitalized and well managed. In addition,
interstate mergers of banks will only be permitted if the resulting bank is well capitalized and well
managed.
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Section 607. Enhancing Existing Restrictions on Bank Transactions with Affiliates
This section amends section 23A of the Federal Reserve Act by, among other things, defining an

investment fund for which the member bank is an investment adviser as an affiliate of the member bank
and adding derivative transaction credit exposure to the list of covered transactions.

Section 608. Eliminating Exceptions for Transactions with Financial Subsidiaries
This section amends section 23A of the Federal Reserve Act by eliminating the special treatment

for transactions with financial subsidiaries.

Section 609. Lending Limits Applicable to Credit Exposure on Derivative Transactions,
Repurchase Agreements, Reverse Repurchase Agreements, and Securities Lending and
Borrowing Transactions

This section tightens national bank lending limits by treating credit exposures on derivatives,
repurchase agreements, and reverse repurchase agreements as extensions of credit for the purposes of
national bank lending limits.

Section 610. Application of National Bank Lending Limits to Insured State Banks
This section requires all insured depository institutions to comply with national bank lending

limits.

Section 611. Restriction on Conversions of Troubled Banks and Savings Associations
This section prohibits conversions from a state bank charter to a national banking charter or vice

versa during any time in which a bank is subject to a cease and desist order, memorandum of
understanding or other enforcement action. It also prohibits the conversion of a federal savings
association to a national or state bank or state savings association under these circumstances.

Section 612. De Novo Branching into States
This section expands the ability of a national bank or state bank to establish a de novo branch in

another state.

Section 613. Lending Limits to Insiders
This section expands the type of transactions subject to insider lending limits to include

derivatives transactions, repurchase agreements, reverse repurchase agreements, and securities lending
or borrowing transactions.

Section 614. Limitations on Purchases of Assets from Insiders
This section prohibits insured depository institutions from entering into asset purchase or sales

transactions with its executive officers, directors, or principal shareholders or a related interest unless the
transaction is on market terms and, if the transaction represents more than ten percent of the capital and
surplus of the institution, has been approved in advance by a majority of the disinterested members of
the board.

Section 615. Rules Regarding Capital Levels of Holding Companies
This section clarifies that FIRA may adopt rules governing the capital levels of bank and savings

and loan holding companies. FIRA may also require a commercial firm that owns or controls more than
one insured depository institution to establish an intermediate holding company that is solely engaged in
financial activities to hold the insured depository institutions in order to provide for enhanced
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supervision of the insured depository institutions. In addition, FIRA may require any company that
owns or controls an insured depository institution to serve as a source of financial strength for such
institution.

Section 616. Elimination of Elective Investment Bank Holding Company Framework
This section eliminates the elective Investment Bank Holding Company Framework in the

Securities Exchange Act of 1934.
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Title VII—Over-the-Counter Derivatives Markets Act of 2009

Section 701. Short Title

Section 701. Findings and Purposes
This section describes the findings and purposes of the Over-the-Counter Derivatives Markets

Act of 2009. In order to mitigate costs and risks to taxpayers and the financial system, this Act
establishes regulations for the over-the-counter derivatives market including requirements for clearing,
exchange trading, capital, margin, and reporting.

Subtitle A — Regulation of Swap Markets

Section 711. Definitions
This section adds new definitions to the Commodity Exchange Act and directs the

Commodity Futures Trading Commission (“CFTC”) and Securities and Exchange Commission
(“SEC”) to jointly adopt uniform interpretations. The defined terms include “swap,” “swap dealer,”
“swap repository,” and “major swap participant.”

This section also establishes guidelines for joint CFTC and SEC rulemaking authority under this
Act. This section requires that rules and regulations prescribed jointly under this Act by the CFTC and
SEC shall be uniform and shall treat functionally or economically equivalent products similarly. This
section authorizes the CFTC and SEC to prescribe rules defining “swap” and “security-based swap” to
prevent evasions of this Act. This section also requires the CFTC and SEC to prescribe joint rules in a
timely manner and authorizes the Agency for Financial Stability to prescribe rules if the CFTC and SEC
fail to meet the statutory deadlines.

Section 712. Jurisdiction
This section removes limitations on the CFTC’s jurisdiction with respect to certain derivatives

transactions, including swap transactions between “eligible contract participants.”

Section 713. Clearing

Subsection (a). Clearing Requirement
This subsection requires clearing of all swaps that are accepted for clearing by a registered

derivatives clearing organization unless one of the parties to the swap qualifies for an exemption. This
subsection requires cleared swaps that are accepted for trading to be executed on a designated contract
market or on a registered alternative swap execution facility. The CFTC may exempt a party to a swap
from the clearing and exchange trading requirement if one of the counterparties to the swap is not a
swap dealer or major swap participant and does not meet the eligibility requirements of any derivatives
clearing organization that clears the swap. The CFTC must notify the Agency for Financial Stability
before issuing an exemption. Requires a party to a swap to submit the swap for clearing if a
counterparty requests that the such swap be cleared and the swap is accepted for clearing by a registered
derivatives clearing organization.
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This subsection requires derivatives clearing organizations to seek approval from the CFTC prior
to clearing any group or category of swaps and directs the CFTC and SEC to jointly adopt rules to
further identify any group or category of swaps acceptable for clearing based on specified criteria;
authorizes the CFTC and SEC jointly to prescribe rules or issue interpretations as necessary to prevent
evasions of section 2(j) of the Commodity Exchange Act; and requires parties who enter into non-
standardized swaps to report such transactions to a swap repository or the CFTC.

Subsection (b). Derivatives Clearing Organizations
This subsection requires derivatives clearing organizations that clear swaps to register with the

CFTC, and directs the CFTC and SEC (in consultation with the appropriate federal banking agencies) to
jointly adopt uniform rules governing entities registered as derivatives clearing organizations for swaps
under this subsection and entities registered as clearing agencies for security-based swaps under the
Securities Exchange Act of 1934 (“Exchange Act”). This subsection also permits dual registration of a
derivatives clearing organization with the CFTC and SEC or appropriate banking agency, and authorizes
the CFTC to exempt from registration under this subsection a derivatives clearing organization that is
subject to comparable, comprehensive supervision and regulation on a consolidated basis by another
regulator. This subsection specifies core regulatory principles for derivatives clearing organizations,
including standards for minimum financial resources, participant and product eligibility, risk
management, settlement procedures, safety of member or participant funds and assets, rules and
procedures for defaults, rule enforcement, system safeguards, reporting, recordkeeping, disclosure,
information sharing, antitrust considerations, governance arrangements, conflict of interest mitigation,
board composition, and legal risk. This subsection also requires a derivatives clearing organization to
provide the CFTC with all information necessary for the CFTC to perform its responsibilities.

Subsection (c). Legal Certainty for Identified Banking Products
This subsection clarifies that the Federal banking agencies, rather than the CFTC or SEC, retain

regulatory authority with respect to identified banking products, unless a Federal banking agency, in
consultation with the CFTC and SEC, determines that a product has been structured as an identified
banking product for the purpose of evading the provisions of the Commodity Exchange Act, Securities
Act of 1933, or Exchange Act.

Section 714. Public Reporting of Aggregate Swap Data
This section directs the CFTC (or a derivatives clearing organization or swap repository

designated by the CFTC) to make available to the public, in a manner that does not disclose the business
transactions or market positions of any person, aggregate data on swap trading volumes and positions.

Section 715. Swap Repositories
This section describes the duties of a swap repository as accepting, maintaining, and making

available swap data as prescribed by the CFTC; makes registration with the CFTC voluntary for swap
repositories; and subjects registered swap repositories to CFTC inspection and examination. This section
also directs the CFTC and SEC to jointly adopt uniform rules governing entities that register with the
CFTC as swap repositories and entities that register with the SEC as security-based swap repositories,
and authorizes the CFTC to exempt from registration any swap repository subject to comparable,
comprehensive supervision or regulation by another regulator.
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Section 716. Reporting and Recordkeeping
This section requires reporting and recordkeeping by any person who enters into a swap that is

not cleared through a registered derivatives clearing organization or reported to a swap repository.

Section 717. Registration and Regulation of Swap Dealers and Major Swap Participants
This section requires swap dealers and major swap participants to register with the CFTC, and

directs the CFTC and SEC to jointly prescribe uniform rules for entities that register with the CFTC as
swap dealers or major swap participants and entities that register with the SEC as security-based swap
dealers or major security-based swap participants. This section also requires a registered swap dealer or
major swap participant to (1) meet such minimum capital and margin requirements as the FIRA (for
banks) or CFTC and SEC (for nonbanks) shall jointly prescribe; (2) meet reporting and recordkeeping
requirements; (3) conform with business conduct standards; (4) conform with documentation and back
office standards; and (5) comply with requirements relating to position limits, disclosure, conflicts of
interest, and antitrust considerations. The Commission may exempt swap dealers and major swap
participants from the margin requirement according to certain criteria and pursuant to notification
process with the Agency for Financial Stability. If a swap dealer or major swap participant is exempt
from the mandatory margin requirement a counterparty has the right to require that margin be posted.
Regulators may permit the use of non-cash collateral to meet margin requirements.

Section 718. Segregation of Assets Held as Collateral in Swap Transactions
For cleared swaps, this section requires that swap dealers, futures commission merchants, and

derivatives clearing organizations segregate funds held to margin, guarantee, or secure the obligations of
a counterparty under a cleared swap in a manner that protects their property. In addition, counterparties
to an un-cleared swap will be able to request that any margin posted in the transaction be held by an
independent third party custodian.

Section 719. Conflicts of Interest
This section also directs the CFTC to require futures commission merchants and introducing

brokers to implement conflict-of-interest systems and procedures relating to research activities and
trading.

Section 720. Alternative Swap Execution Facilities
This section requires a facility for the trading of swaps to register with the CFTC as an

alternative swap execution facility (“ASEF”), subject to certain criteria relating to deterrence of abuses,
trading procedures, and financial integrity of transactions. This section also establishes core regulatory
principles for ASEFs relating to enforcement, anti-manipulation, monitoring, information collection and
disclosure, position limits, emergency powers, recordkeeping and reporting, antitrust considerations, and
conflicts of interest. This section directs the CFTC and SEC to jointly prescribe rules governing the
regulation of alternative swap execution facilities, and authorizes the CFTC to exempt from registration
under this section an alternative swap execution facility that is subject to comparable, comprehensive
supervision and regulation by another regulator.

Section 721. Derivatives Transaction Execution Facilities and Exempt Boards of Trade
This section repeals the existing provisions of the Commodity Exchange Act relating to

derivatives transaction execution facilities and exempt boards of trade.
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Section 722. Designated Contract Markets
This section requires a board of trade, in order to maintain designation as a contract market, to

demonstrate that it provides a competitive, open, and efficient market for trading; has adequate financial,
operational, and managerial resources; and has established robust system safeguards to help ensure
resiliency.

Section 723. Margin
This section authorizes the CFTC to set margin levels for registered entities.

Section 724. Position Limits
This section authorizes the CFTC to establish aggregate position limits across commodity

contracts listed by designated contract markets, commodity contracts traded on a foreign board of trade
that provides participants located in the United States with direct access to its electronic trading and
order matching system, and swap contracts that perform or affect a significant price discovery function
with respect to regulated markets.

Section 725. Enhanced Authority over Registered Entities
This section enhances the CFTC’s authority to establish mechanisms for complying with

regulatory principles and to review and approve new contracts and rules for registered entities.

Section 726. Foreign Boards of Trade
This section authorizes the CFTC to adopt rules and regulations requiring registration by, and

prescribing registration requirements and procedures for, a foreign board of trade that provides members
or other participants located in the United States direct access to the foreign board of trade’s electronic
trading and order matching system. This section also prohibits foreign boards of trade from providing
members or other participants located in the United States with direct access to the electronic trading
and order matching systems of the foreign board of trade with respect to a contract that settles against
the price of a contract listed for trading on a CFTC-registered entity unless the foreign board of trade
meets, in the CFTC’s determination, certain standards of comparability to the requirements applicable to
U.S. boards of trade. This section also provides legal certainty for certain contracts traded on or through
a foreign board of
trade.

Section 727. Legal Certainty for Swaps
This section clarifies that no hybrid instrument sold to any investor and no transaction between

eligible contract participants shall be void based solely on the failure of the instrument or transaction to
comply with statutory or regulatory terms, conditions, or definitions.

Section 728. FDICIA Amendments
Makes conforming amendments to the Federal Deposit Insurance Corporation Improvement Act

of 1991 (“FDICIA”) to reflect that the definition of “over-the- counter derivative instrument” under
FDICIA no longer includes swaps or security-based swaps.
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Section 729. Primary Enforcement Authority
This section clarifies that the CFTC shall have primary enforcement authority for all provisions

of Subtitle A of this Act, other than new Section 4s(e) of the Commodity Exchange Act (as added by
Section 717 of this Act, relating to capital and margin requirements for swap dealers and major swap
participants), for which the FIRA shall have exclusive enforcement authority with respect to banks and
branches or agencies of foreign banks that are swap dealers or major swap participants. This section also
provides the FIRA with backstop enforcement authority with respect to the nonprudential requirements
of the new Section 4s of the Commodity Exchange Act (relating to registration and regulation of swap
dealers and major swap participants) if the CFTC does not initiate an enforcement proceeding within 90
days of a written recommendation by the FIRA.

Section 730. Enforcement
This section clarifies the enforcement authority of the CFTC with respect to swaps and swap

repositories, and of the FIRA with respect to swaps, swap dealers, major
swap participants, swap repositories, alternative swap execution facilities, and derivatives
clearing organizations.

Section 731. Retail Commodity Transactions
This section clarifies CFTC jurisdiction with respect to certain retail commodity

transactions.

Section 732. Large Swap Trader Reporting
This section requires reporting and recordkeeping with respect to large swap positions in the

regulated markets.

Section 733. Other Authority
This section clarifies that this title, unless otherwise provided by its terms, does not divest any

appropriate federal banking agency, the CFTC, the SEC, or other federal or state agency of any authority
derived from any other applicable law.

Section 734. Antitrust
This section clarifies that nothing in this title shall be construed to modify, impair, or supersede

antitrust law.

Subtitle B — Regulation of Security-Based Swap Markets

Section 751. Definitions Under the Securities Exchange Act of 1934
This section adds new definitions to the Securities Exchange Act of 1934 and directs the

Commodity Futures Trading Commission (“CFTC”) and Securities and Exchange Commission (“SEC”)
to jointly adopt uniform interpretations. The defined terms include “security-based swap,” “security-
based swap dealer,” “security-based swap repository,” “mixed swap,” and “major security-based swap
participant.”
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This section also establishes guidelines for joint CFTC and SEC rulemaking authority under this
Act. This section requires that rules and regulations prescribed jointly under this Act by the CFTC and
SEC shall be uniform and shall treat functionally or economically equivalent products similarly. This
section authorizes the CFTC and SEC to prescribe rules defining “swap” and “security-based swap” to
prevent evasions of this Act. This section also requires the CFTC and SEC to prescribe joint rules in a
timely manner and authorizes the Agency for Financial Stability to prescribe rules if the CFTC and SEC
fail to meet the statutory deadlines.

Section 752. Repeal of Prohibition on Regulation of Security-Based Swaps
This section repeals provisions enacted as part of the Gramm-Leach-Bliley Act and the

Commodity Futures Modernization Act that prohibit the SEC from regulating security-based swaps.

Section 753. Amendments to the Securities Exchange Act of 1934

Subsection (a). Clearing for Security-Based Swaps
This subsection requires clearing of all security-based swaps that are accepted for clearing by a

registered clearing agency unless one of the parties to the swap qualifies for an exemption. This
subsection requires cleared security-based swaps that are accepted for trading to be executed on a
registered national securities exchange or on a registered alternative swap execution facility. The SEC
may exempt a security-based swap from the clearing and exchange trading requirement if one of the
counterparties to the swap is not a security-based swap dealer or major swap participant and does not
meet the eligibility requirements of any clearing agency that clears the swap. The SEC must notify the
Agency for Financial Stability before issuing an exemption. Requires a party to a security-based swap
to submit the swap for clearing if a counterparty requests that the swap be cleared and the swap is
accepted for clearing by a registered clearing agency.

This subsection requires clearing agencies to seek approval from the SEC prior to clearing any
group or category of security-based swaps and directs the CFTC and SEC to jointly adopt rules to
further identify any group or category of security-based swaps acceptable for clearing based on specified
criteria; authorizes the CFTC and SEC jointly to prescribe rules or issue interpretations as necessary to
prevent evasions of section 3A of the Exchange Act; requires parties who enter into non-standardized
swaps to report such transactions to a swap repository or the CFTC; and directs the SEC and CFTC to
jointly adopt uniform rules governing entities registered with the CFTC as derivatives clearing
organizations for swaps and with the SEC as clearing agencies for security-based swaps.

Subsection (b). Alternative Swap Execution Facilities
This subsection requires facilities for the trading of security-based swaps to register with the

SEC as ASEFs, subject to certain criteria relating to deterrence of abuses, trading procedures, and
financial integrity of transactions. This subsection also establishes core regulatory principles for ASEFs
relating to enforcement, anti-manipulation, monitoring, information collection and disclosure, position
limits, emergency powers, recordkeeping and reporting, antitrust considerations, and conflicts of
interest. This subsection directs the SEC and CFTC to jointly prescribe rules governing the regulation of
alternative swap execution facilities, and authorizes the SEC to exempt from registration under this
subsection an alternative swap execution facility
that is subject to comparable, comprehensive supervision and regulation by another regulator.
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Subsection (c). Trading in Security-Based Swap Agreements
This subsection prohibits parties who are not eligible contract participants (as defined in
the Commodity Exchange Act) from effecting security-based swap transactions off of a
registered national securities exchange.

Subsection (d). Registration and Regulation of Swap Dealers and Major Swap Participants
This subsection requires security-based swap dealers and major security-based swap participants

to register with the SEC, and directs the SEC and CFTC to jointly prescribe uniform rules for entities
that register with the SEC as security-based swap dealers or major security-based swap participants and
entities that register with the CFTC as swap dealers or major swap participants. This subsection also
requires security-based swap dealers and major security-based swap participants to (1) meet such
minimum capital and margin requirements as the FIRA (for banks) or CFTC and SEC (for nonbanks)
shall jointly prescribe; (2) meet reporting and recordkeeping requirements; (3) conform with business
conduct standards; (4) conform with documentation and back office standards; and (5) comply with
requirements relating to position limits, disclosure, conflicts of interest, and antitrust considerations. The
Commission may exempt security-based swap dealers and major swap participants from the margin
requirement according to certain criteria and pursuant to notification process with the Agency for
Financial Stability. If a security-based swap dealer or major swap participant is exempt from the
mandatory margin requirement a counterparty has the right to require that margin be posted. Regulators
may permit the use of non-cash collateral to meet margin requirements.

Subsection (e). Additions of Security-Based Swaps to Certain Enforcement Provisions
This subsection adds security-based swaps to the Exchange Act’s list of financial

instruments that a person may not use to manipulate security prices.

Subsection (f). Rulemaking Authority to Prevent Fraud, Manipulation, and Deceptive Conduct in
Security-Based Swaps

This subsection prohibits fraudulent, manipulative, and deceptive acts involving security-based
swaps and security-based swap agreements, and directs the SEC to prescribe rules and regulations to
define and prevent such conduct.

Subsection (g). Position Limits and Position Accountability for Security-Based Swaps and Large Trader
Reporting

As a means to prevent fraud and manipulation, this subsection authorizes the SEC to (1) establish
limits on the aggregate number or amount of positions that any person or persons may hold across
securities listed on a registered national securities exchange and security-based swaps that perform or
affect a significant price discovery function with respect to regulated markets; (2) exempt from such
limits any person, class of persons, transaction, or class of transactions; and (3) direct a self-regulatory
organization to adopt rules relating to position limits for security-based swaps. This subsection also
requires reporting and recordkeeping with respect to large security-based swap positions in regulated
markets.
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Subsection (h). Public Reporting and Repositories for Security-Based Swap Agreements
This subsection requires the SEC or its designee to make available to the public, in a manner that

does not disclose the business transactions and market positions of any person, aggregate data on
security-based swap trading volumes and positions. This subsection also describes the duties of a
security-based swap repository as accepting and maintaining security-based swap data as prescribed by
the SEC, makes SEC registration for security-based swap repositories voluntary, and subjects registered
security-based swap repositories to SEC inspection and examination. This subsection directs the SEC
and CFTC to jointly adopt uniform rules governing entities that register with the SEC as security-based
swap repositories and entities that register with the CFTC as swap repositories and authorizes the SEC to
exempt from registration any security-based swap repository subject to comparable, comprehensive
supervision or regulation by another regulator.

Section 754. Segregation of Assets Held as Collateral in Security-Based Swap Transactions
For cleared swaps, this section requires that security-based swap dealers or clearing agencies

segregate funds held to margin, guarantee, or secure the obligations of a counterparty in a manner that
protects their property. In addition, counterparties to an un-cleared swap will be able to request that any
margin posted in the transaction be held by an independent third party custodian.

Section 755. Reporting and Recordkeeping
This section requires reporting and recordkeeping by any person who enters into a

security-based swap that is not cleared with a registered clearing agency or reported to a
security-based swap repository. This section also includes security-based swaps within the scope of
certain reporting requirements under Sections 13 and 16 of the Exchange Act.

Section 756. State Gaming and Bucket Shop Laws
This section clarifies the applicability of certain state laws to security-based swaps.

Section 757. Amendments to the Securities Act of 1933; Treatment of Security-Based Swaps
This section amends the Securities Act of 1933 to include security-based swaps within the

definition of “security.” This section also amends Section 5 of the Securities Act of 1933 to prohibit
offers to sell or purchase a security-based swap without an effective registration statement to any person
other than an eligible contract participant (as defined in the Commodity Exchange Act).

Section 758. Other Authority
This section clarifies that this title, unless otherwise provided by its terms, does not divest any

appropriate federal banking agency, the SEC, the CFTC, or other federal or state agency of any authority
derived from any other applicable law.

Section 758. Jurisdiction
This section clarifies that the SEC shall not have authority to grant exemptions from the

provisions of this Act, except as expressly authorized by this Act; provides the SEC with express
authorization to use any authority granted under subsection (a) to exempt any person or transaction from
any provision of this title that applies to such person or transaction solely because a security-based swap
is a security under section 3(a).
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Subtitle C — Other Provisions

Section 761. International Harmonization
This section requires regulators to consult and coordinate with international authorities on the

establishment of consistent standards for the regulation of swaps and security-based swaps.

Section 762. Interagency Cooperation
This section establishes a SEC-CFTC Joint Advisory Committee to monitor and develop

solutions emerging in the swaps and security-based swaps markets, a SEC-CFTC Joint Enforcement
Task Force to improve market oversight, a SEC-CFTC-Federal Reserve Trading and Markets
Fellowship Program to provide cross-training among agency staff about the interaction between
financial markets activity and the real economy, SEC-CFTC cross-agency enforcement training and
education, and detailing of staff between the SEC and CFTC.

Section 763. Study and Report on Implementation
This section requires the GAO to conduct on study on the implementation of this Act within one

year of the date of enactment.

Section 764. Recommendations for Changes to Insolvency Laws
This section requires the SEC, CFTC, and FIRA to make recommendations to Congress within

180 days of enactment regarding Federal insolvency laws and their impact on various swaps and
security-based swaps activity.

Section 765. Effective Date
This section specifies that this title shall become effective 180 days after the date of enactment.
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Title VIII – Payment, Clearing, and Settlement Supervision Act of 2009

Section 801. Short Title

Section 802. Findings and Purposes
This section describes the findings and purposes of the Payment, Clearing, and Settlement

Supervision Act of 2009. In order to mitigate systemic risk in the financial system and promote financial
stability, this Act provides the Agency for Financial Stability a role in identifying systemically important
financial market utilities and the Board of Governors of the Federal Reserve System (“Board”) with an
enhanced role in supervising risk management standards for systemically important financial market
utilities and for systemically important payment, clearing, and settlement activities conducted by
financial institutions.

Section 803. Definitions

Section 804. Designation of Systemic Importance
This section authorizes the Agency for Financial Stability to designate financial market utilities

or payment, clearing, or settlement activities as systemically important, and establishes procedures and
criteria for making and rescinding such a designation. Criteria for designation and rescission of
designation include the aggregate monetary value of transactions processed and the effect that a failure
of a financial market utility or payment, clearing, or settlement activity would have on counterparties
and the financial system.

Section 805. Standards for Systemically Important Financial Market Utilities and Payment,
Clearing, or Settlement Activities

This section authorizes the Board, in consultation with the Agency for Financial Stability and the
appropriate supervisory agencies, to prescribe risk management standards governing the operations of
designated financial market utilities and the conduct of designated payment, clearing, and settlement
activities by financial institutions. This section also establishes the objectives, principles, and scope of
such standards.

Section 806. Operations of Designated Financial Market Utilities
This section authorizes a Federal Reserve bank to establish and maintain an account for a

designated financial market utility and allows the Board to modify or provide an exemption from reserve
requirements that would otherwise be applicable to the designated financial market utility. This section
requires a designated financial market utility to provide advance notice of and obtain approval of
material changes to its rules, procedures, or operations.

Section 807. Examination and Enforcement Actions Against Designated Financial Market Utilities
This section requires the supervisory agency to conduct safety and soundness examinations of a

designated financial market utility at least annually and authorizes the supervisory agency to take
enforcement actions against the utility. This section also allows the Board to participate in examinations
by, and make recommendations to, other supervisors and designates the Board as the supervisory agency
for designated financial market utilities that do not otherwise have a supervisory agency. The Board is
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also authorized to take enforcement actions against a designated financial market utility if there is an
imminent risk of substantial harm to financial institutions or the broader financial system.

Section 808. Examination and Enforcement Actions Against Financial Institutions Engaged in
Designated Activities

This section authorizes the primary financial regulatory agency to examine a financial institution
engaged in designated payment, clearing, or settlement activities and to enforce the provisions of this
Act and the rules prescribed by the Board against such an institution. This section also requires the
Board to collaborate with the primary financial regulatory agency to ensure consistent application of the
Board’s rules. The Board is granted back-up authority to conduct examinations and take enforcement
actions if it has reasonable cause to believe a violation of its rules or of this Act has occurred.

Section 809. Requests for Information, Reports, or Records
This section authorizes the Agency for Financial Stability to collect information from financial

market utilities and financial institutions engaged in payment, clearing, or settlement activities in order
to assess systemic importance. Upon a designation by the Agency for Financial Stability, the Board may
require submission of reports or data by systemically important financial market utilities or financial
institutions engaged in activities designated to be systemically important. This section also facilitates
sharing of relevant information and coordination among financial regulators, with protections for
confidential information.

Section 810. Rulemaking
This section authorizes the Board and the Agency for Financial Stability to prescribe such rules

and issue such orders as may be necessary to administer and carry out the purposes of this title and
prevent evasions thereof.

Section 811. Other Authority
This section clarifies that this Act, unless otherwise provided by its terms, does not divest any

appropriate financial regulatory agency, supervisory agency, or other Federal or State agency of any
authority derived from any other applicable law.

Section 812. Effective Date
This section specifies that this Act shall be effective as of the date of enactment.



11/16/09

Section-by-Section Summary

38

Title IX—Investor Protections and Improvements to the Regulation of Securities

Subtitle A— Increasing Investor Protection

Section 911. Investor Advisory Committee established
There is established within the Commission the Investor Advisory Committee to advise and

consult with the Commission on investor issues.

Section 912. Clarification of authority of the Commission to engage in consumer testing
Clarifies the Commission’s authority to gather information from and communicate with investors

and engage in such temporary programs as the Commission determines are in the public interest for the
purpose of evaluating any rule or program of the Commission issued or carried out under any provision
of the securities laws.

Section 913. Regulation of brokers, dealers, and investment advisers
Removes the broker-dealer exemption from the Advisors Act and gives the Commission

exemptive authority from Advisor prohibition from dealing securities with clients.

Section 914. Office of the Investor Advocate
There is established within the Commission the Office of the Investor Advocate to assist

investors in resolving problems with the Commission, identify areas in which investors have
encountered significant problems in dealings with the Commission, and other issues.

Section 915. Streamlining of filing procedures for self-regulatory organizations
Make the SEC process for reviewing SRO filings more certain and efficient.

Section 916. Study regarding financial literacy among investors
The Commission shall study and issue a report on the existing level of financial literacy among

investors that purchase shares of open-end companies and other related issues.

Section 917. Study regarding mutual fund advertising
The GAO shall conduct a study and issue a report on mutual fund advertising.

Section 918. Clarification of Commission authority to require investor disclosures
before purchase of investment company shares

Authorizes the SEC to require broker-dealers to disclose to clients their compensation for
transactions of open- and closed-end mutual funds.

Subtitle B— Increasing Regulatory Enforcement and Remedies

Section 921. Authority to issue rules to restrict mandatory predispute arbitration
The Commission shall conduct a rulemaking to prohibit, or impose conditions or limitations on
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the use of, agreements that require customers or clients of any broker, dealer, or municipal securities
dealer to arbitrate any dispute between them.

Section 922. Whistleblower protection
There is established the Investor Protection fund with which the Commission may pay an award

to whistleblowers and for other reasons, and there is established that No employer may discharge,
demote, suspend, threaten, harass, or in any other manner discriminate against, a whistleblower in the
terms and conditions of employment because of any lawful act done by the whistleblower.

Section 923. Conforming amendments for whistleblower protection

Section 924. Implementation and transition provisions for whistleblower protection
The Commission shall issue final regulations implementing the provisions of section 21F of the

Securities Exchange Act of 1934, as added by this subtitle, not later than 270 days after the date of
enactment of this Act.

Section 925. Collateral bars
Gives the Commission the authority to bar individuals from all securities industries for

transgressions in only one of the securities industries.

Section 926. Aiding and abetting authority under the Securities Act and the Investment Company
Act

Any person who, by or through stock ownership, agency, or otherwise, or who, pursuant to or in
connection with an agreement or understanding with 1 or more other persons by or through stock
ownership, agency, or otherwise, controls any person liable under section 11 or 12, shall also be liable
jointly and severally with and to the same extent as such controlled person to any person to which such
controlled person is liable, unless the controlling person had no knowledge of or reasonable ground to
believe in the existence of the facts by reason of which the liability of the controlled person is alleged to
exist.

Section 927. Authority to impose penalties for aiding and abetting violations of the
Investment Advisers Act

Any person that knowingly or recklessly aids, abets, counsels, commands, induces, or procures
another person to commit a violation of certain securities rules shall be deemed to be in violation of such
rules to the same extent as the person that committed such violation.

Section 928. Restoring the authority of State regulators over Regulation D offerings
Gives states the authority over Regulation D offerings.

Subtitle C— Improvements to the Regulation of Credit Rating Agencies

Section 931. Findings
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Section 932. Enhanced regulation of nationally recognized statistical rating organizations
Establishes the Commission Office of Credit Ratings that will conduct an annual examination of

each NRSRO, gives the Commission authority to fine or revoke the registration on NRSROs, gives the
Commission oversight of NRSRO internal controls and rating methodologies, and other provisions.

Section 933. State of mind in private actions
In cases against NRSROs it is sufficient to prove with a strong inference that the NRSRO

knowingly or recklessly failed to conduct a reasonable investigation of the rated security or to obtain
reasonable verification of such factual elements from other sources that it considered to be competent
and that were independent of the issuer and underwriter.

Section 934. Referring tips to law enforcement or regulatory authorities
Each NRSRO shall refer to the appropriate law enforcement or regulatory authorities any

information that the NRSRO receives and finds credible that alleges that an issuer of securities rated by
the NRSRO has committed or is committing a violation of law that has not been adjudicated by a
Federal or State court.

Section 935. Consideration of information from sources other than the issuer in rating decisions
In producing a credit rating, an NRSRO shall consider information about an issuer that the

NRSRO has, or receives from a source other than the issuer, that the NRSRO finds credible and
potentially significant to a rating decision.

Section 936. Qualification standards for credit rating analysts
The Commission or other body shall issue rules that ensure that any person employed by an

NRSRO to perform credit ratings meets standards of training, experience, and competence necessary to
produce accurate ratings; and is tested for knowledge of the credit rating process.

Section 937. Timing of regulations
The Commission shall issue final regulations not later than 1 year after the date of enactment of

the Act.

Section 938. Studies and reports
The GAO shall conduct separate studies of: (1) the scope of provisions of Federal, State, and

local law that require the use of ratings issued by NRSROs; (2) alternative business models for the credit
rating industry; (3) the utility of an independent professional analyst organization for NRSRO rating
analysts; (4) how the Commission has carried out the NRSRO provisions of the Act; and (5) a
representative sample of the credit ratings issued by each NRSRO to assess the predictive performance
of the initial credit ratings in each such sample.

The Commission shall conduct a study of NRSRO independence.

Subtitle D— Improvements to the Asset-Backed Securitization Process

Section 941. Regulation of credit risk retention
The Federal banking agencies and the Commission shall jointly prescribe regulations to require
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any securitizer to retain an economic interest in a material portion of the credit risk for any asset that the
securitizer, through the issuance of an asset-backed security, transfers, sells, or conveys to a third party.

Section 942. Periodic and other reporting for asset-backed securities
The Commission shall adopt regulations under this subsection requiring each issuer of an asset-

backed security to disclose, for each tranche or class of security, information regarding the assets
backing that security.

Section 943. Representations and warranties in asset-backed offerings
The Commission shall prescribe regulations on the use of representations and warranties in the

market for asset-backed securities that require each credit rating agency to include in any report
accompanying a credit rating a description of the representations, warranties, and enforcement
mechanisms available to investors.

Section 944. Exempted transactions under the Securities Act of 1933
Removes the ’33 Act exemption on transactions involving offers or sales of one or more

promissory notes directly secured by a first lien on a single parcel of real estate upon which is located a
dwelling or other residential or commercial structure.

Section 945. Due diligence analysis and disclosure in asset-backed securities issues
The Commission shall issue rules relating to the registration statement required to be filed by any

issuer of an asset-backed security that require any issuer of an asset-backed security— to perform a due
diligence analysis of the assets underlying the asset-backed security; and to disclose the nature of this
analysis.

Subtitle E— Accountability and Executive Compensation

Section 951. Shareholder vote on executive compensation disclosures
Any proxy or consent or authorization for an annual or other meeting of the shareholders for

which the proxy solicitation rules of the Commission require compensation disclosure shall include a
separate resolution subject to shareholder vote to approve the compensation of executives.

Section 952. Shareholder vote on golden parachute compensation policy
The proxy solicitation material containing golden parachute disclosure shall require a separate

shareholder vote to approve the policy.

Section 953. Compensation committee independence
The Commission shall direct the national securities exchanges and national securities

associations to prohibit the listing of any security of an issuer that does not comply with independent
compensation committee standards.
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Section 954. Executive compensation disclosures
The Commission shall require each issuer to disclose in the annual proxy statement of the issuer

a clear description of any compensation required to be disclosed under the SEC executive compensation
forms.

Section 955. Clawback
Each issuer shall develop and implement a policy providing that, in the event that the issuer is

required to prepare an accounting restatement due to the material noncompliance of the issuer, the issuer
will recover from any current or former executive officer of the issuer any compensation in excess of
what would have been paid to the executive officer under the accounting restatement.

Section 956. Disclosure regarding employee hedging
The Commission shall require each issuer to disclose in the annual proxy statement whether the

employees of the issuer are permitted to purchase financial instruments that are designed to hedge or
offset any decrease in the market value of equity securities granted to employees by the issuer as part of
an employee compensation.

Section 957. Excessive compensation by holding companies of depository institutions
FIRA shall establish standards prohibiting as an unsafe and unsound practice any compensation

plan of a bank holding company that provides an executive officer, employee, director, or principal
shareholder with excessive compensation, fees, or benefits; or could lead to material financial loss to the
bank holding company.

Section 958. Higher capital charges
The appropriate Federal banking agency may impose higher capital standards for an insured

depository institution with compensation practices that the appropriate Federal banking agency
determines pose a risk of harm to the depository institution.

Section 959. Compensation standards for holding companies of depository institutions
The appropriate Federal banking agency shall prohibit the payment by a depository institution

holding company of executive compensation that is excessive or could lead to material financial loss to
the institution controlled by the depository institution holding company, or to the consolidated
depository institution holding company.

Subtitle F— Improvements to the Management of the Securities and Exchange Commission

Section 961. Report and certification of internal supervisory controls
The Commission shall submit a report certified by the Division Directors to the House Financial

Services and Senate Banking Committees on the conduct by the Commission of examinations of
registered entities, enforcement investigations, and review of corporate financial securities filings.
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Section 962. Biannual report on personnel management
The GAO shall submit a biannual report to the Committee on Banking, Housing, and Urban

Affairs of the Senate and the Committee on Financial Services of the House of Representatives on the
quality of personnel management by the Commission.

Section 963. Annual financial controls audit
The Commission must submit an annual report to Congress that describes the responsibility of

the management of the Commission for establishing and maintaining an adequate internal control
structure and procedures for financial reporting; and contains an assessment of the effectiveness of the
internal control structure and procedures for financial reporting of the Commission during that fiscal
year.

Section 964. Report on oversight of national securities associations
Once every three years, the GAO shall submit a report to Congress on the Commission’s

oversight of the NRSROs.

Section 965. Compliance examiners
The Commission Division of Trading and Markets and Division of Investment Management

shall have a staff of examiners to perform compliance inspections and examinations of entities under
their jurisdictions.

Section 966. Whistleblower and suggestion program for employees of the Commission
The Commission Inspector General will establish a hotline and a reward program for

Commission employees to submit suggested improvements and allegations of waste, fraud, or
misconduct.

Subtitle G— Strengthening Corporate Governance

Section 971. Election of Directors by majority vote in uncontested elections
The Commission shall direct the national securities exchanges and national securities

associations to prohibit the listing of any security of an issuer who has on their board members that did
not receive a majority vote in uncontested board elections.

Section 972. Proxy access
Gives the Commission the authority to require issuers to allow shareholders to put nominees on

the company proxy.

Section 973. Disclosures regarding chairman and CEO structures
The Commission shall issue rules to require an issuer to disclose in the proxy statement the

reason that the issuer has chosen the same person to serve as chairman of the board of directors and
chief executive officer.
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Section 974. Shareholder vote on staggered terms of directors
The Commission shall direct the national securities exchanges and the national securities

associations to prohibit the listing of any security of an issuer that has a board with staggered terms of
service without giving the shareholders a vote on this issue.

Subtitle H— Municipal Securities

Section 975. Regulation of municipal securities and changes to the board of the MSRB
Provides for the regulation of municipal securities dealers and advisors, changes the composition

of the MSRB, and other related matters.

Section 976. Government Accountability Office study of increased disclosure to investors
The GAO shall conduct a study and review of the disclosure required to be made by issuers of

municipal securities and report on the findings.

Section 977. Government Accountability Office study on transparency of trading in
the municipal securities

The GAO shall conduct a study and issue a report on the transparency of trading in the municipal
securities market.

Section 978. Study of funding for Government Accounting Standards Board
The Commission shall conduct a study that evaluates the role and importance of the Government

Accounting Standards Board in the municipal securities markets; the manner in which the Government
Accounting Standards Board is funded, and how such manner of funding affects the financial
information available to securities investors; and other related matters.

Subtitle I— Public Company Accounting Oversight Board, Aiding and Abetting, and Other
Matters

Section 981. Authority to share certain information with foreign authorities
Certain information that relates to a public accounting firm that a foreign government has

empowered a foreign auditor oversight authority to inspect or otherwise enforce laws with respect to,
may, at the discretion of the Board, be made available to the foreign auditor oversight authority, under
certain conditions.

Section 982. Oversight of brokers and dealers
Gives the PCAOB oversight authority over broker-dealers

Section 983. Portfolio margining
Adds portfolio margining considerations to SIPA.
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Section 984. Private civil action for aiding and abetting
For purposes of any private civil action any person that knowingly or recklessly provides

substantial assistance to another person in violation of the ’34 Act shall be deemed to be in violation of
this title to the same extent as the person to whom such assistance is provided.

Section 985. Technical corrections to Federal securities laws

Section 986. Conforming amendments relating to the repeal of the Public Utility
Holding Company Act of 1935

Section 987. Amendment to definition of material loss and nonmaterial losses to the Deposit
Insurance Fund for purposes of Inspector General reviews

Changes the definition of a material loss for the purposes of conducting a material loss review
and provides for non-material loss information.

Section 988. Amendment to definition of material loss and nonmaterial losses to the National
Credit Union Share Insurance Fund for purposes of Inspector General reviews

Defines a material loss and provides for reports and information for material and non-material
losses.

Section 989. Government Accountability Office study on proprietary trading
The GAO shall conduct a study on proprietary trading by financial institutions and the

implication of this practice on systemic risk.

Section 989A. Senior investor protection
Uses grants to states to protect senior investors

Subtitle J— Self-funding of the Securities and Exchange Commission

Section 991. Securities and Exchange Commission self-funding
Provides for the SEC to become a self-funded organization.
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Title X--Consumer Financial Protection Agency

Section 1001. Short Title
Establishes the name of the title to be the “Consumer Financial Protection Agency Act of 2009.”

Section 1002. Definitions

Subtitle A –The Consumer Financial Protection Agency.

Section 1011. Establishment of the Agency
Establishes the Consumer Financial Protection Agency (CFPA) as an independent agency in the

executive branch to regulate the provision of financial products and services to consumers.

Section 1012. Board of Directors
Vests the management of the CFPA in a 5 member Board – 4 of whom are appointed by the

president and confirmed by the Senate, and the Chairperson the Financial Institutions Regulatory
Administration (FIRA). Establishes the terms of members of the Board and compensation levels.
Requires the President to designate 1 member of the Board to serve as Director, who shall be the Chief
Executive of the Board.

Section 1013. Executive and Administrative Powers
Authorizes the Board to establish general policies with respect to all executive and

administrative functions of the CFPA; provides for the Director to exercise executive and administrative
functions; establishes a quorum and majority vote requirement for the transaction of business.

Section 1014. Administration
Authorizes the CFPA to appoint and employ officials and professional staff, and requires the

CFPA to establish research, community affairs, and consumer complaint units. Establishes an Office of
Fair Lending and Equal Opportunity and an Office of Financial Literacy.

Section 1015. Consumer Advisory Board
Provides for the establishment of a Consumer Advisory Board to advise and consult with the

Agency on the exercise of its functions.

Section 1016. Coordination
Requires the CFPA to coordinate with other Federal agencies and State regulators to promote

consistent regulatory treatment of consumer and investor products and services. This section also
requires the CFPA to coordinate consumer education initiatives with each agency that is a member of
the Financial Literacy and Education Commission.

Section 1017. Reports to Congress
Requires the CFPA to prepare and submit reports to the President and Congress concerning the

Agency’s regulation, supervision, and enforcement activities.
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Section 1018. Funding; Fees and Assessments; Penalties and Fines
Provides authority for the CFPA to collect annual fees or assessments to recover funds expended

based on the size, complexity, and risk posed of the covered person; requires the Federal Reserve to
contribute to the operating budget of the CFPA; establishes a victims’ relief fund for civil penalties
obtained by the CFPA.

Section 1019. Effective Date
Provides that this subtitle shall become effective on the date of enactment of this Act.

Subtitle B – General Powers of the CFPA.

Section 1021. Mandate and Objectives
Mandates the CFPA to promote transparency, simplicity, fairness, accountability and access in

the market for consumer financial products and services. Establishes the objectives of the Agency,
which include ensuring that consumers have and understand information needed to make decisions
about consumer financial products and services; that consumers are protected from deception and abuse;
that markets for consumer products and services operate fairly and efficiently with growth and
innovation; and that all consumers have access to financial services.

Section 1022. Authorities
Authorizes the CFPA to administer, enforce and otherwise implement this title, and to administer

and enforce rules with respect to a number of consumer protection laws. It permits the CFPA to
prescribe rules; set standards for rulemaking; and permits the CFPA to provide exemptions from certain
rules. This section also gives the CFPA supervisory and examination authority for consumer
compliance; this authority is exclusive as to banking institutions. It creates a mechanism for resolving
any supervisory disputes between the CFPA and FIRA. This section gives the CFPA principal authority
to enforce this title, and provides for other federal agencies to make referrals of violations to the Agency
and to have backstop authority to enforce the laws.

Section 1023. Collection of Information; Confidentiality Rules
Grants the CFPA authority to gather information for research purposes regarding business

conduct and to prescribe rules regarding the confidential treatment of information it obtains under this
title.

Section 1024. Limitations on Authorities of the CFPA; Preservation of Authorities
Excludes from the authority of the CFPA merchants, retailers, and other sellers of nonfinancial

goods and services, including real estate brokerage activities. Also excludes these entities for certain
credit transactions. Specifies other exclusions, including persons regulated by the SEC and CFTC for
activities regulated by those agencies. Prohibits the CFPA from establishing a usury limit.

Section 1025. Monitoring; Assessments of Significant Rules; Reports
Requires the CFPA to monitor for risks to consumers in the market for consumer financial

products and services and publish a report of significant findings of its monitoring activities at least once
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each year. This section also requires the CFPA to assess each significant rule it adopts under this title
three years after it is effective, but no later than five years afterwards.

Section 1026. Authority to Restrict Mandatory Pre-Dispute Arbitration
Permits the CFPA, by rule, to prohibit or impose conditions on mandatory pre-dispute arbitration

agreements between consumers and covered persons if doing so is in the public interest and for the
protection of consumers.

Section 1027. Supervision of Nondepository Covered Persons
Requires the CFPA to develop risk-based programs to supervise nondepository covered persons.

The CFPA is authorized to prescribe registration, reporting, and examination standards based on an
assessment by the CFPA of risks posed to consumers, and other criteria. The CFPA is authorized to
require reports from nondepository covered persons.

Section 1028. Effective Date
Provides that this subtitle become effective on the designated transfer date.

Subtitle C – Specific CFPA Authorities

Section 1031. Prohibiting Unfair, Deceptive, or Abusive Acts or Practices
Authorizes the CFPA to make rules and take actions to prevent a covered person from

committing or engaging in unfair, deceptive or abusive acts or practices under Federal law in connection
with any transaction with a consumer for a financial product or service.

Section 1032. Disclosures
Authorizes the CFPA to prescribe rules to ensure appropriate and effective disclosures to

consumers of the costs, benefits, and risks associated with any consumer financial product or service.
Also requires the Agency to propose model disclosures that integrate TILA and RESPA disclosures
within one year after the transfer date.

Section 1033. Sales Practices
This section authorizes the CFPA to adopt rules regarding the manner, settings, and

circumstances for the provision of consumer financial products or services.

Section 1034. Consumer Testing and Pilot Disclosures
Requires the CFPA to establish standards and procedures for the approval of pilot disclosures to

be provided to consumers by covered persons. Such pilots must be based on consumer testing that
indicate the pilot would improve disclosures to consumers.

Section 1035. Adopting Operational Standards to Deter Unfair, Deceptive, or Abusive Practices
Encourages States to prescribe standards for covered persons, other than insured depository

institutions and credit unions, to prevent and detect unfair, deceptive, abusive, fraudulent, or illegal
transactions in the provision of consumer financial products or services. Authorizes the CFPA to
prescribe such standards.
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Section 1036. Duties of Covered Persons
Requires the CFPA to adopt rules imposing duties on a covered person, or an employee of a

covered person, or agent or independent contractor for a covered person, who deals directly with
consumers. The rules prescribed under this section are enforceable only by the CFPA in an
administrative proceeding or by state regulator in an appropriate administrative proceeding.

Section 1037. Consumer Rights to Access Information
Authorizes the CFPA to prescribe rules requiring a covered person to make available to

consumers certain information in an electronic form usable by consumers, with certain exceptions, such
as confidential commercial information.

Section 1038. Prohibited Acts
This section makes it unlawful for any person to market, offer or sell financial products or

services in violation of this title or rule or order adopted by the CFPA.

Section. 1039. Effective Date
Provides that this subtitle becomes effective on the designated transfer date.

Subtitle D – Preservation of State Law

Section 1041. Relation to State Law
Confirms that this title, and any rule adopted by the CFPA, will not preempt State law if State

law provides greater protection for consumers.

Section 1042. Preservation of Enforcement Powers of States
Authorizes any State attorney general to bring civil actions for violations of this title. Before

initiating any action, a State attorney general or appropriate State regulator must provide prior notice to
the CFPA where practicable. Confirms that this title has no impact on the authority of State securities
regulators or State insurance regulators regarding enforcement actions or rulemaking with regards to
persons these agencies regulate, with the exception of credit, mortgage, and title insurance.

Section 1043. State Law Preemption Standards for National Banks and Subsidiaries Clarified
Amends the National Bank Act to establish the State law preemption standards for national

banks and their subsidiaries, including prohibiting discrimination against national banks.

Section 1044. Clarification of Law Applicable to Non-Depository Institutions Subsidiaries
Clarifies that State law applies to State-chartered nondepository institution subsidiaries and

affiliates of national banks.

Section 1045. State Law Preemption Standards for Federal Savings Associations Clarified
Amends the Home Owners’ Loan Act to establish State law preemption standards for Federal

savings associations and their subsidiaries, including prohibiting discrimination against Federal savings
associations.
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Section 1046. Visitorial Standards for National Banks and Savings Associations
Establishes the visitorial powers provisions of State attorneys general under the National Bank

Act and the Home Owners’ Loan Act.

Section 1047. Clarification of Law Applicable to Non-Depository Institutions Subsidiaries
Clarifies that State law applies to State-chartered nondepository institution subsidiaries and

affiliates of Federal savings associations.

Section 1048. Effective Date
Provides that this subtitle becomes effective on the designated transfer date.

Subtitle E – Enforcement Powers

Section 1051. Definitions

Section 1052. Investigations and Administrative Discovery
Authorizes the CFPA to issue subpoenas for documents and testimony. Authorizes demands of

materials, provides for confidential treatment of demanded material, provides for the CFPA to petition a
Federal District Court for enforcement, provides for petition to modify or set aside a demand, and
provides for custodial control and district court jurisdiction.

Section 1053. Hearings and Adjudication Proceedings
Authorizes the CFPA to conduct hearings and adjudication proceedings, with special rules for

cease-and-desist proceedings, temporary cease-and-desist proceedings, and for enforcement of orders in
the United States District Court.

Section 1054. Litigation Authority
Authorizes the CFPA to commence a civil action against a person who violates a provision of

this title, enumerated consumer law or any rule or order.

Section 1055. Relief Available
Provides for relief for consumers through administrative proceedings and court actions for

violations of this title, including civil money penalties.

Section 1056. Referrals for Criminal Proceedings
Authorizes the CFPA to transmit evidence of conduct that may constitute a violation of Federal

criminal law to the Attorney General.

Section 1057. Employee Protections
Provides protection against firings of or discrimination against employees who provide

information or testimony to the CFPA regarding violations of this title.

Section 1058. Effective Date
Provides that this subtitle becomes effective on the designated transfer date.
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Subtitle F – Transfer of Functions and Personnel and Transitional Provisions

Section 1061. Transfer of Consumer Financial Protection Functions
Transfers functions relating to consumer financial protection from the Federal banking agencies

(Federal Reserve, OCC, OTS and FDIC) and NCUA , the Department of Housing and Urban
Development and the Federal Trade Commission to the CFPA subject to backstop enforcement
authority.

Section 1062. Designated Transfer Date
Identifies the date of transfer of functions to the CFPA as between 6 and 18 months after the date

of enactment of this title and subject to a six month extension. The transfer of functions must be
complete not later than 2 years after the date of enactment of this title.

Section 1063. Savings Provision
Clarifies that existing rights, duties, obligations, orders, and rules of the Federal banking

agencies, the NCUA , the Department of Housing and Urban Development and the Federal Trade
Commission are not affected by the transfer.

Section 1064. Transfer of Certain Personnel
Provides for the transfer of personnel from various agencies to the CFPA and establishes

employment and pay protection for two years and benefits.

Section 1065. Incidental Transfers
Authorizes the Director of the Office of Management and Budget, in consultation with the

Secretary of the Treasury, to make additional incidental transfers of assets and liabilities of the various
agencies. This provision sunsets after 5 years.

Section 1066. Interim Authority of the Secretary
Provides the Secretary of the Treasury authority to perform the functions of the CFPA under this

Title until three of the appointed Board members hold office in accordance with section 1012 (Subtitle
A). This section authorizes to be appropriated such sums as are necessary to carry out this section.

Subtitle G. Regulatory Improvements

Section 1071. Collection of Deposit Account Data
Authorizes collection of deposit account data to promote awareness and understanding of the

access of individuals and communities to financial services, and to identify business development needs
and opportunities.

Section 1072. Small business Data Collection
Authorizes the CFPA to collect data on small businesses to facilitate enforcement of fair lending laws
and enable communities, governmental entities, and creditors to identify business and community
development needs and opportunities of women-owned and minority-owned small businesses.
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Subtitle H – Conforming Amendments

Section 1081. Amendments to the Inspector General Act of 1978
Makes conforming amendments.

Section 1082. Amendments to the Privacy Act of 1974
Makes conforming amendments.

Section 1083. Amendments to the Alternative Mortgage Transaction Parity Act of 1982
Makes conforming amendments.

Section 1084. Amendments to the Community Reinvestment Act of 1977
Makes conforming amendments.

Section 1085. Amendments to the Electronic Fund Transfer Act
Makes conforming amendments.

Section 1086. Amendments to the Equal Credit Opportunity Act
Makes conforming amendments.

Section 1087. Amendments to the Expedited Funds Availability Act
Makes conforming amendments.

Section 1088. Amendments to the Fair Credit Billing Act
Makes conforming amendments.

Section 1089. Amendments to the Fair Credit Reporting Act and the Fair and Accurate Credit
Transactions Act

Makes conforming amendments.

Section 1090. Amendments to the Fair Debt Collection Practices Act
Makes conforming amendments.

Section 1091. Amendments to the Federal Deposit Insurance Act
Makes conforming amendments.

Section 1092. Amendments to the Gramm-Leach-Bliley Act
Makes conforming amendments.

Section 1093. Amendments to the Home Mortgage Disclosure Act
Makes conforming and further amendments. The amendments require new data fields to be

reported to the CFPA, including borrower age, total points and fees information, loan pricing,
prepayment penalty information, house value for loan to value ratios, period of introductory interest rate,
interest-only or negative amortization information, terms of the loan, channel of origination, unique
originator ID from the Secure and Fair Enforcement for Mortgage Licensing Act, universal loan
identifier, parcel number to permit geocoding, and credit score.
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Section 1094. Amendments to the Home Owners Protection Act of 1998
Makes conforming amendments.

Section 1095. Amendments to the Home Ownership and Equity Protection Act of 1994
Makes conforming amendments.

Section 1096. Amendments to the Omnibus Appropriations Act, 2009
Makes conforming amendments.

Section 1097. Amendments to the Real Estate Settlement Procedures Act
Makes conforming amendments.

Section 1098. Amendments to the Right to Financial Privacy Act of 1978
Makes conforming amendments.

Section 1099. Amendments to the Secure and Fair Enforcement for Mortgage Licensing Act of
2008

Makes conforming amendments.

Section 1100. Amendments to the Truth in Lending Act
Makes conforming amendments.

Section 1101. Amendments to the Truth and Savings Act
Makes conforming amendment.

Section 1102. Telemarketing and Consumer Fraud and Abuse Prevention Act
Makes conforming amendments.

Section 1103. Amendments to the Paperwork Reduction Act
Makes conforming amendments.

Section 1104. Effective Date
Provides that sections 1083 through 1103 become effective on the designated transfer date.
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Title XI – Financial Regulatory Agencies Transition Oversight Commission

Section 1151. Financial Regulatory Agencies Transition Oversight Commission.
This section establishes a Financial Regulatory Agencies Transition Oversight Commission.

Subsection (a). Definitions.

This subsection defines key terms such as “new agency.”

Subsection (b). In General.

This subsection provides that the purpose of the Commission is to ensure that the new agencies
established by this Act have an orderly and organized start up, attract and retain a qualified workforce, and
establish comprehensive training and benefits programs.

Subsection (c). Membership.

This subsection sets forth the composition and membership requirements for the Commission.

Subsection (d). Responsibilities of the Oversight Commission.

This subsection describes the various responsibilities of the Commission, including, to oversee the
transition of responsibilities and employees to the new agencies, and to review and approve the training,
workforce development, workforce flexibility, and recruitment and retention plans of the new agencies.

Subsection (e). Oversight Commission Personnel Matters.

This subsection addresses various Commission personnel matters, such as the appointment of
personnel, the detail of government employees and the procurement of temporary services.

Subsection (f). Administrative Matters.

This subsection addresses various administrative matters, such as the powers of the chairperson of
the Commission, the frequency of meetings, a study that the Commission must submit to Congress annually.

Subsection (g). Termination of the Oversight Commission.

This subsection terminates the Commission 3 years after the date of enactment of this Act.
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Title XII – Federal Reserve Provisions

Section 1201. Federal Reserve Act Amendment on Emergency Lending Authority
This section amends Section 13(3) of the Federal Reserve Act which governs emergency

lending. The Board of Governors is authorized to lend to “financial utilities or payment, clearing or
settlement activities that the Agency for Financial Stability determines are, or are likely to become,
systemically important, or any program or facility with broad-based participation.” The Board of
Governors must report to the Senate Committee on Banking, Housing and Urban Affairs and the House
Committee on Financial Services on 13(3) lending within 7 days after it is initiated, and periodically
thereafter. Identities of recipients of emergency lending may be withheld for 1 year.

Section 1202. Selection of Boards of Directors of Federal Reserve Banks
This section amends Section 4 of the Federal Reserve Act, which determines the governance

structure of the 12 Federal Reserve Banks. The 3 class A directors of each Federal Reserve Bank will be
appointed by the Board of Governors of the Federal Reserve. The 3 class B directors, and 2 of the 3
class C directors, will be appointed by the Board of Governors. The remaining class C director will be
appointed by the President, and will serve as chair of the respective Reserve Bank Board of Directors.
The chair will have expertise in “economic policy, business, banking, or financial markets.” The Board
of Governors is required to establish a public process for soliciting comments relating to the selection of
class B and C directors.

Section 1203. Reviews of Special Federal Reserve Credit Facilities
This section amends Section 714 of Title 31, United States Code, to establish Comptroller

General audits of emergency lending by the Board of Governors of the Federal Reserve under Section
13(3) of the Federal Reserve Act. There is delayed disclosure of recipient identities for 1 year.

Section 1204. Public Access to Information
This section amends Section 2B of the Federal Reserve Act. The Comptroller General audits of

13(3) lending established under Section 1203 of this Act, the annual financial statements prepared by an
independent auditor for the Board of Governors, and reports to the Senate Committee on Banking,
Housing and Urban Affairs on 13(3) lending established under Section 1201 of this Act will be
displayed on a webpage that will be accessed by an “Audit” link on the Board of Governors website.
The required information will be made available within 6 months of the date of release.


