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April 13,2016

The Honorable Adam B. Schiff The Honorable Steve Stivers

U.S. House of Representatives U.S. House of Representatives

2411 Rayburn House Office Building 1022 Longworth House Office Building
Washington, DC 20515 Washington, DC 20515

Dear Congressman Schiff and Congressman Stivers:

Thank you for your letter concerning the importance of well-tailored and effective regulations.
The Consumer Financial Protection Bureau is committed to this objective in accordance with the
provisions of the Dodd-Frank Wall Street Reform and Consumer Protection Act. As the Burcau
continues its work, consumer financial markets are showing increasing signs of health. Equally
significant is the strength being exhibited by community banks and credit unions.

Under Section 1021 of the Dodd-Frank Act, the purpose of the Bureau is to implement and, where
applicable, enforce Federal consumer financial laws consistently to ensure that all consumers have
access to markets for consumer financial products and services, and that such markets are fair,
transparent, and competitive. Section 1021 further provides that one of the Bureau’s objectives, in
exercise of its authorities, is to enforce Federal consumer financial law “consistently. without
regard to the status of a person as a depository institution, in order to promote fair competition.”’

Section 1022 of the Dodd-Frank Act authorizes the Bureau to engage in rulemaking and issue
orders and guidance to administer and carry out the purposes and objectives of the Federal
consumer financial laws, and to prevent evasions thereof. In doing so, Section 1022 requires that
the Bureau consider the potential benefits and costs to consumers and covered persons, including
the potential reduction of access to consumer financial products and services to consumers.
Section 1022 also requires the Bureau to consider the impact of a proposed rule on insured
depository institutions and credit unions with total assets of $10 billion or less as well as the impact
on consumers in rural areas. Moreover, Section 1022 gives the Bureau the authority to create
exemptions from the Consumer Financial Protection Act of 2010 or rules issued under that Act for
any class of covered persons, service providers, or consumer financial products or services if the
Bureau determines an exemption is necessary or appropriate to carry out the purposes and
objectives of the Consumer Financial Protection Act after taking into consideration a set of factors
specified in the statute.

As part of the Bureau’s commitment to achieving tailored and effective regulations, the Bureau has
taken a number of steps to provide relief to small financial entities in its rulemakings, including:

"Pub. L. 111-203, Title X, § 1021(b)(4) (July 21, 2010); 12 U.S.C. § 5511(b)(4).
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Expanded safe harbor for small creditors. A small creditor has a broader safe harbor for
its Qualified Mortgage (QM) loans than non-small creditors. The Bureau’s rules provide a
safe harbor for QMs with annual percentage rate (APR) spreads over Average Prime Offer
Rate (APOR) up to 350 basis points, whereas non-small creditors have a safe harbor for
spreads up to 150 basis points. The Bureau’s rules also allow a small creditor to make QMs
with debt-to-income ratios that exceed the otherwise applicable 43 percent cap. (Small
creditors must hold these loans in portfolio for three years.)

Exempted small creditors in rural and underserved areas. Currently, small creditors
that operate predominantly in rural or underserved areas are exempt from requirements to
establish escrow accounts for higher priced mortgage loans and may offer QMs and Home
Ownership and Equity Protection Act (HOEPA) loans (“high cost™ mortgages as defined in
the HOEPA) that have balloon payment features. QMs and HOEPA loans generally cannot
have balloon payments.

Implemented a two-year pause for small creditors. The Bureau established a two-year
transition period (until January 10, 2016) allowing small creditors to make balloon-payment
QMs and balloon-payment HOEPA loans regardless of whether they operate predominantly
in rural or underserved areas, while the Bureau revisited and reconsidered the definition of
“rural” for this purpose.

Expanded exemptions for rural and underserved areas. In connection with other
changes to amend the definitions of “small creditor” and “rural area,” the Bureau published
a final rule in October 2015 that extended this two-year transition period from January 2016
until April 2016. The Bureau’s final rule also provided a significant expansion of “rural,”
as well as an expansion of which entities can qualify as “small creditors.” The Bureau’s
final rule took effect on January 1, 2016, before the two-year transition period expired. In
March 2016, the Bureau issued an interim final rule that implements the Helping Expand
Lending Practices in Rural Communities Act, and makes these provisions available to small
creditors that extend at least one covered transaction secured by property located in a rural
or underserved area in the previous calendar year. About 6,000 additional small creditors
will be eligible as a result of this change.

Relaxed requirements for appraisals. Small creditors have relaxed rules regarding
conflict of interest in ordering appraisals and other valuations.

Exempted small servicers from providing periodic statements. Small servicers are
exempt from the Truth in Lending Act requirement to provide periodic statements.

Exempted small servicers from loss mitigation requirements. Small servicers are
exempt from all of the Real Estate Settlement Procedures Act provisions on policies and
procedures; early intervention; continuity of contact; and loss mitigation, except that a
small servicer may not file for foreclosure unless the borrower is more than 120 days
delinquent on the mortgage. Small servicers may also not file for foreclosure (or move for



a foreclosure judgment or order of sale, or conduct a foreclosure sale) if a borrower is
performing under the terms of a loss mitigation agreement.

e Exempted lower-volume depository institutions from Home Mortgage Disclosure Act
reporting. In October of 2015, the Bureau adopted a final rule revising Regulation B,
which implements HMDA. HMDA and Regulation B, among other things, require covered
mortgage lenders to report data concerning their mortgage lending activity. Changes to
coverage in the final rule will reduce the number of banks, savings associations, and credit
unions that are required to report HMDA data. The revisions will relieve about 22 percent
of currently reporting depository institutions from the burden of reporting HMDA data.

e Provided regulatory certainty for small entities under Regulation E. In the Bureau’s
rules implementing the Dodd-Frank Act’s amendments to the Electronic Fund Transfer Act,
the Bureau determined that the remittance requirements do not apply to transfers sent by
entities that provide 100 or fewer remittances each year.

Also, your letter references the Government Accountability Office’s recent report on
implementation of the Dodd-Frank Act, which is GAO’s fifth such statutorily required report. In
its report, GAO provides numerous examples, including the Bureau’s mortgage and remittance
rules, of where the Bureau has provided exemptions for its various rulemakings, specifically to
reduce the rules’ impact on smaller entities, including community banks and credit unions. GAO’s
report also recognizes that statutory obligations unique to the Bureau require both prospective
assessments in its rulemakings of potential benefits and costs to consumers and covered persons as
well as retrospective assessments of significant rules or orders adopted by the Bureau.”

As I have consistently said in the past, the Bureau recognizes that community banks and credit
unions did not cause the financial crisis. For that reason, the Bureau is committed to ensuring that
the regulations that we promulgate are well-tailored and effective. Should you have any additional
questions about the Bureau’s rulemaking, please do not hesitate to contact me, or have your staff
contact Catherine Galicia in the Bureau’s Office of Legislative Affairs. Mrs. Galicia can be
reached at 202-435-9711.

Sincerely,

Richard Cordray
Director

cc: The Honorable Ralph Abraham, M.D., Member of Congress
The Honorable Alma S. Adams, Ph.D., Member of Congress
The Honorable Robert Aderholt, Member of Congress

* Government Accountability Office, Dodd-Frank Regulations: Impacts on Community Banks, Credit Unions and
Systemically Important Institutions (GAO-16-169) (December 30, 2015).
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The Honorable Pete Aguilar, Member of Congress

The Honorable Rick Allen, Member of Congress

The Honorable Justin Amash, Member of Congress

The Honorable Mark Amodei, Member of Congress

The Honorable Brad Ashford, Member of Congress

The Honorable Brian Babin, Member of Congress

The Honorable Andy Barr, Member of Congress

The Honorable Joe Barton, Member of Congress

The Honorable Karen Bass, Member of Congress

The Honorable Joyce Beatty, Member of Congress

The Honorable Dan Benishek, M.D., Member of Congress
The Honorable Ami Bera, Member of Congress

The Honorable Donald S. Beyer, Jr., Member of Congress
The Honorable Gus Bilirakis, Member of Congress

The Honorable Mike Bishop, Member of Congress

The Honorable Sanford D. Bishop, Jr., Member of Congress
The Honorable Diane Black, Member of Congress

The Honorable Marsha Blackburn, Member of Congress
The Honorable Rob Blum, Member of Congress

The Honorable Earl Blumenauer, Member of Congress
The Honorable Suzanne Bonamici, Member of Congress
The Honorable Mike Bost, Member of Congress

The Honorable Charles W. Boustany, Jr., M.D., Member of Congress
The Honorable Brendan F. Boyle, Member of Congress
The Honorable Kevin Brady, Member of Congress

The Honorable Mo Brooks, Member of Congress

The Honorable Susan Brooks, Member of Congress

The Honorable Corrine Brown, Member of Congress

The Honorable Julia Brownley, Member of Congress

The Honorable Larry Bucshon, M.D., Member of Congress
The Honorable Cheri Bustos, Member of Congress

The Honorable G.K. Butterfield, Member of Congress
The Honorable Bradley Byrne, Member of Congress

The Honorable Ken Calvert, Member of Congress

The Honorable Lois Capps, Member of Congress

The Honorable Tony Cardenas, Member of Congress

The Honorable André Carson, Member of Congress

The Honorable Earl L. ‘Buddy’ Carter, Member of Congress
The Honorable Kathy Castor, Member of Congress

The Honorable Steve Chabot, Member of Congress

The Honorable Yvette D. Clarke, Member of Congress
The Honorable Emanuel Cleaver I, Member of Congress
The Honorable James E. Clyburn, Member of Congress
The Honorable Mike Coffman, Member of Congress

The Honorable Tom Cole, Member of Congress
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The Honorable Chris Collins, Member of Congress

The Honorable Doug Collins, Member of Congress

The Honorable Barbara Comstock, Member of Congress
The Honorable K. Michael Conaway, Member of Congress
The Honorable Gerald E. Connolly, Member of Congress
The Honorable Paul Cook, Member of Congress

The Honorable Jim Cooper, Member of Congress

The Honorable Jim Costa, Member of Congress

The Honorable Ryan Costello, Member of Congress

The Honorable Joe Courtney, Member of Congress

The Honorable Kevin Cramer, Member of Congress

The Honorable Rick Crawford, Member of Congress

The Honorable Ander Crenshaw, Member of Congress
The Honorable Henry Cuellar, Member of Congress

The Honorable Carlos Curbelo, Member of Congress
The Honorable Rodney Davis, Member of Congress

The Honorable Peter DeFazio, Member of Congress

The Honorable Suzan DelBene, Member of Congress
The Honorable Jeff Denham, Member of Congress

The Honorable Charles W. Dent, Member of Congress
The Honorable Ron DeSantis, Member of Congress

The Honorable Mark DeSaulnier, Member of Congress
The Honorable Scott DeslJarlais, Member of Congress
The Honorable Mario Diaz Balart, Member of Congress
The Honorable Robert I. Dold, Member of Congress

The Honorable Daniel M. Donovan, Jr., Member of Congress
The Honorable Sean P. Duffy, Member of Congress

The Honorable Jeff Duncan, Member of Congress

The Honorable John J. Duncan, Jr., Member of Congress
The Honorable Renee Ellmers, Member of Congress

The Honorable Tom Emmer, Member of Congress

The Honorable Anna G. Eshoo, Member of Congress
The Honorable Elizabeth Esty, Member of Congress

The Honorable Blake Farenthold, Member of Congress
The Honorable Sam Farr, Member of Congress

The Honorable Stephen Fincher, Member of Congress
The Honorable Michael Fitzpatrick, Member of Congress
The Honorable Chuck Fleischmann, Member of Congress
The Honorable Bill Flores, Member of Congress

The Honorable J. Randy Forbes, Member of Congress
The Honorable Jeff Fortenberry, Member of Congress
The Honorable Bill Foster, Member of Congress

The Honorable Lois Frankel, Member of Congress

The Honorable Trent Franks, Member of Congress

The Honorable Marcia L. Fudge, Member of Congress
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The Honorable Ruben Gallego, Member of Congress
The Honorable John Garamendi, Member of Congress
The Honorable Scott Garrett, Member of Congress
The Honorable Bob Gibbs, Member of Congress

The Honorable Chris Gibson, Member of Congress
The Honorable Bob Goodlatte, Member of Congress
The Honorable Paul Gosar, D.D.S., Member of Congress
The Honorable Trey Gowdy, Member of Congress
The Honorable Kay Granger, Member of Congress
The Honorable Garret Graves, Member of Congress
The Honorable Sam Graves, Member of Congress

The Honorable Tom Graves, Member of Congress
The Honorable Alan Grayson, Member of Congress
The Honorable Gene Green, Member of Congress

The Honorable H. Morgan Griffith, Member of Congress
The Honorable Michelle Lujan Grisham, Member of Congress
The Honorable Glenn Grothman, Member of Congress
The Honorable Frank Guinta, Member of Congress
The Honorable Brett Guthrie, Member of Congress
The Honorable Janice Hahn, Member of Congress

The Honorable Richard Hanna, Member of Congress
The Honorable Cresent Hardy, Member of Congress
The Honorable Gregg Harper, Member of Congress
The Honorable Vicky Hartzler, Member of Congress
The Honorable Alcee Hastings, Member of Congress
The Honorable Joe Heck, Member of Congress

The Honorable Jaime Herrera Beutler, Member of Congress
The Honorable Jody Hice, Member of Congress

The Honorable Brian Higgins, Member of Congress
The Honorable French Hill, Member of Congress

The Honorable James Himes, Member of Congress
The Honorable Rubén Hinojosa, Member of Congress
The Honorable George Holding, Member of Congress
The Honorable Mike Honda, Member of Congress
The Honorable Richard Hudson, Member of Congress
The Honorable Tim Huelskamp, Member of Congress
The Honorable Jared Huffman, Member of Congress
The Honorable Bill Huizenga, Member of Congress
The Honorable Randy Hultgren, Member of Congress
The Honorable Duncan Hunter, Member of Congress
The Honorable Will Hurd, Member of Congress

The Honorable Robert Hurt, Member of Congress

The Honorable Steve Israel, Member of Congress

The Honorable Evan Jenkins, Member of Congress
The Honorable Lynn Jenkins, Member of Congress
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The Honorable Bill Johnson, Member of Congress

The Honorable Hank Johnson, Member of Congress

The Honorable David Jolly, Member of Congress

The Honorable Walter B. Jones, Member of Congress
The Honorable Jim Jordan, Member of Congress

The Honorable David Joyce, Member of Congress

The Honorable Marcy Kaptur, Member of Congress

The Honorable John Katko, Member of Congress

The Honorable Mike Kelly, Member of Congress

The Honorable Robin L. Kelly, Member of Congress
The Honorable Trent Kelly, Member of Congress

The Honorable Dan Kildee, Member of Congress

The Honorable Derek Kilmer, Member of Congress

The Honorable Ron Kind, Member of Congress

The Honorable Peter King, Member of Congress

The Honorable Steve King, Member of Congress

The Honorable Adam Kinzinger, Member of Congress
The Honorable Ann Kirkpatrick, Member of Congress
The Honorable John Kline, Member of Congress

The Honorable Steve Knight, Member of Congress

The Honorable Ann McLane Kuster, Member of Congress
The Honorable Raul R. Labrador, Member of Congress
The Honorable Darin LaHood, Member of Congress

The Honorable Doug LaMalfa, Member of Congress
The Honorable Doug Lamborn, Member of Congress
The Honorable Leonard Lance, Member of Congress
The Honorable James R. Langevin, Member of Congress
The Honorable Rick Larsen, Member of Congress

The Honorable Robert E. Latta, Member of Congress
The Honorable Brenda Lawrence, Member of Congress
The Honorable Sheila Jackson Lee, Member of Congress
The Honorable Sander Levin, Member of Congress

The Honorable John Lewis, Member of Congress

The Honorable Ted Lieu, Member of Congress

The Honorable Daniel Lipinski, Member of Congress
The Honorable Frank A. LoBiondo, Member of Congress
The Honorable Dave Loebsack, Member of Congress
The Honorable Billy Long, Member of Congress

The Honorable Barry Loudermilk, Member of Congress
The Honorable Mia Love, Member of Congress

The Honorable Alan Lowenthal, Member of Congress
The Honorable Nita M. Lowey, Member of Congress
The Honorable Frank Lucas, Member of Congress

The Honorable Blaine Luetkemeyer, Member of Congress
The Honorable Ben R. Lujan, Member of Congress
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The Honorable Cynthia Lummis, Member of Congress
The Honorable Kenny Marchant, Member of Congress
The Honorable Tom Marino, Member of Congress

The Honorable Thomas Massie, Member of Congress
The Honorable Michael T. McCaul, Member of Congress
The Honorable Tom McClintock, Member of Congress
The Honorable Betty McCollum, Member of Congress
The Honorable James P. McGovern, Member of Congress
The Honorable Patrick McHenry, Member of Congress
The Honorable David B. McKinley, P.E., Member of Congress
The Honorable Cathy McMorris Rodgers, Member of Congress
The Honorable Jerry McNerney, Member of Congress
The Honorable Martha McSally, Member of Congress
The Honorable Mark Meadows, Member of Congress
The Honorable Patrick Meehan, Member of Congress
The Honorable Gregory Meeks, Member of Congress
The Honorable Grace Meng, Member of Congress

The Honorable Luke Messer, Member of Congress

The Honorable John L. Mica, Member of Congress

The Honorable Candice S. Miller, Member of Congress
The Honorable Jetf Miller, Member of Congress

The Honorable John Moolenaar, Member of Congress
The Honorable Alex X. Mooney, Member of Congress
The Honorable Seth Moulton, Member of Congress

The Honorable Markwayne Mullin, Member of Congress
The Honorable Mick Mulvaney, Member of Congress
The Honorable Patrick E. Murphy, Member of Congress
The Honorable Tim Murphy, Member of Congress

The Honorable Grace F. Napolitano, Member of Congress
The Honorable Randy Neugebauer, Member of Congress
The Honorable Dan Newhouse, Member of Congress

The Honorable Kristi Noem, Member of Congress

The Honorable Richard M. Nolan, Member of Congress
The Honorable Donald Norcross, Member of Congress
The Honorable Eleanor Holmes Norton, Member of Congress
The Honorable Rich Nugent, Member of Congress

The Honorable Devin Nunes, Member of Congress

The Honorable Steven Palazzo, Member of Congress

The Honorable Gary Palmer, Member of Congress

The Honorable Bill Pascrell, Jr., Member of Congress
The Honorable Erik Paulson, Member of Congress

The Honorable Steve Pearce, Member of Congress

The Honorable Scott H. Peters, Member of Congress

The Honorable Collin Peterson, Member of Congress

The Honorable Chellie Pingree, Member of Congress
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The Honorable Robert Pittenger, Member of Congress
The Honorable Stacey Plaskett, Member of Congress
The Honorable Mark Pocan, Member of Congress

The Honorable Bruce Poliquin, Member of Congress
The Honorable Jared Polis, Member of Congress

The Honorable Mike Pompeo, Member of Congress
The Honorable Bill Posey, Member of Congress

The Honorable David Price, Member of Congress

The Honorable Tom Price, M.D., Member of Congress
The Honorable Mike Quigley, Member of Congress
The Honorable Aumua Amata Radewagen, Member of Congress
The Honorable John Ratcliffe, Member of Congress
The Honorable Tom Reed, Member of Congress

The Honorable Dave Reichert, Member of Congress
The Honorable Jim Renacci, Member of Congress

The Honorable Reid Ribble, Member of Congress

The Honorable Kathleen M. Rice, Member of Congress
The Honorable Tom Rice, Member of Congress

The Honorable Cedric Richmond, Member of Congress
The Honorable David P. Roe, M.D., Member of Congress
The Honorable Mike Rogers, Member of Congress

The Honorable Todd Rokita, Member of Congress

The Honorable Tom Rooney, Member of Congress

The Honorable Peter Roskam, Member of Congress
The Honorable Ileana Ros-Lehtinen, Member of Congress
The Honorable Dennis A. Ross, Member of Congress
The Honorable Keith Rothfus, Member of Congress
The Honorable David Rouzer, Member of Congress
The Honorable Ed Royce, Member of Congress

The Honorable Raul Ruiz, Member of Congress

The Honorable Bobby Rush, Member of Congress

The Honorable Steve Russell, Member of Congress
The Honorable Tim Ryan, Member of Congress

The Honorable Matt Salmon, Member of Congress

The Honorable Linda T. Sanchez, Member of Congress
The Honorable Mark Sanford, Member of Congress
The Honorable Steve Scalise, Member of Congress

The Honorable Kurt Schrader, Member of Congress
The Honorable David Schweikert, Member of Congress
The Honorable Austin Scott, Member of Congress

The Honorable David Scott, Member of Congress

The Honorable James Sensenbrenner, Jr., Member of Congress
The Honorable Pete Sessions, Member of Congress
The Honorable Terri Sewell, Member of Congress

The Honorable Brad Sherman, Member of Congress
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The Honorable John Shimkus, Member of Congress
The Honorable Bill Shuster, Member of Congress

The Honorable Mike Simpson, Member of Congress
The Honorable Adrian Smith, Member of Congress
The Honorable Jason Smith, Member of Congress

The Honorable Lamar Smith, Member of Congress

The Honorable Jackie Speier, Member of Congress

The Honorable Elise Stefanik, Member of Congress
The Honorable Marlin Stutzman, Member of Congress
The Honorable Eric Swalwell, Member of Congress
The Honorable Mark Takai, Member of Congress

The Honorable Glenn ‘GT’ Thompson, Member of Congress
The Honorable Mike Thompson, Member of Congress
The Honorable Patrick J. Tiberi, Member of Congress
The Honorable Scott Tipton, Member of Congress

The Honorable Dina Titus, Member of Congress

The Honorable Paul Tonko, Member of Congress

The Honorable Norma Torres, Member of Congress
The Honorable Dave Trott, Member of Congress

The Honorable Niki Tsongas, Member of Congress
The Honorable Michael R. Turner, Member of Congress
The Honorable Fred Upton, Member of Congress

The Honorable David G. Valadao, Member of Congress
The Honorable Juan Vargas, Member of Congress

The Honorable Marc Veasey, Member of Congress

The Honorable Filemon Vela, Member of Congress
The Honorable Ann Wagner, Member of Congress

The Honorable Tim Walberg, Member of Congress
The Honorable Greg Walden, Member of Congress
The Honorable Mark Walker, Member of Congress
The Honorable Jackie Walorski, Member of Congress
The Honorable Mimi Walters, Member of Congress
The Honorable Tim Walz, Member of Congress

The Honorable Randy Weber, Member of Congress
The Honorable Daniel Webster, Member of Congress
The Honorable Peter Welch, Member of Congress

The Honorable Brad Wenstrup, Member of Congress
The Honorable Briuce Westerman, Member of Congress
The Honorable Lynn Westmoreland, Member of Congress
The Honorable Ed Whitfield, Member of Congress

The Honorable Roger Williams, Member of Congress
The Honorable Frederica Wilson, Member of Congress
The Honorable Joe Wilson, Member of Congress

The Honorable Robert Wittman, Member of Congress
The Honorable Steve Womack, Member of Congress
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The Honorable Rob Woodall, Member of Congress

The Honorable John Yarmuth, Member of Congress

The Honorable Kevin Yoder, Member of Congress

The Honorable Ted S. Yoho, DVM., Member of Congress
The Honorable David Young, Member of Congress

The Honorable Don Young, Member of Congress

The Honorable Todd Young, Member of Congress

The Honorable Lee Zeldin, Member of Congress

The Honorable Ryan Zinke, Member of Congress
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