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(1) 

NOMINATIONS OF: 
RICHARD CORDRAY, OF OHIO, 

TO BE DIRECTOR, 
BUREAU OF CONSUMER FINANCIAL PROTECTION; 

MARY JO WHITE, OF NEW YORK, 
TO BE A MEMBER, 

SECURITIES AND EXCHANGE COMMISSION 

TUESDAY, MARCH 12, 2013 

U.S. SENATE, 
COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS, 

Washington, DC. 
The Committee met at 10:04 a.m., in room SD–538, Dirksen Sen-

ate Office Building, Hon. Tim Johnson, Chairman of the Com-
mittee, presiding. 

OPENING STATEMENT OF CHAIRMAN TIM JOHNSON 

Chairman JOHNSON. I call this hearing to order. 
Today we consider the President’s nominees to head the CFPB 

and the SEC. In response to the financial crisis, the Wall Street 
Reform Act charged these two agencies with leading roles in restor-
ing consumer and investor confidence in our financial system. 

Richard Cordray has been nominated to lead the CFPB and has 
served as Director since January 2012. Prior to that, Director 
Cordray was Chief of Enforcement at the CFPB. He has a long his-
tory of public service, including serving as Ohio’s attorney general, 
State treasurer, State representative, and Solicitor General. We 
will hear more about Director Cordray when Senator Brown intro-
duces him. 

Since his first confirmation hearing in September 2011, Director 
Cordray has appeared before this Committee more than any other 
financial regulator. During that time, he has proved to be a strong 
leader of the CFPB. He has completed many of the rules required 
by Wall Street reform, including a well-received final QM rule. He 
listens and has crafted strong rules that take into account all sides 
of an issue. He has laid the groundwork for nonbank regulation. He 
has brought to light the financial challenges faced by students, el-
derly Americans, servicemembers, and their families. He has taken 
important enforcement actions against banks that took advantage 
of customers. So I ask what more can Richard Cordray do to de-
serve an up-or-down vote? I hope we can move forward with Rich-
ard Cordray’s confirmation. 
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Mary Jo White has been nominated to be a member of the SEC 
and will be formally introduced by Senator Schumer. As Members 
of this Committee have begun to get to know her in the past few 
weeks, it is clear Ms. White has an impressive resume. As the U.S. 
Attorney for the Southern District of New York, she was tough and 
respected. As a lawyer at Debevoise, she has an understanding of 
the complex issues facing the financial system. 

This is a critical time in the SEC’s history as it works on a range 
of rules and policy issues. These include the Volcker Rule, deriva-
tives, credit rating agencies, hedge funds, standards for broker- 
dealers and investment advisers, corporate disclosures, market 
structure, the JOBS Act, and money market funds, just to name a 
few. Wall Street reform increased the SEC’s duties to better protect 
investors and oversee the market, but Congress has not increased 
the Commission’s budget enough to keep up. I look forward to 
learning more from Ms. White on how she will approach these chal-
lenging issues. 

As we mark the 5-year anniversary of Bear Stearns’ failure this 
month, we are reminded why we need strong cops on the beat en-
forcing our investor and consumer protection laws. I am pleased 
that the President has nominated Mary Jo White to lead the SEC 
and Richard Cordray to continue leading the CFPB. Both are well- 
qualified, thoughtful leaders who bring law enforcement experience 
to the job. As such, I hope we can move these nominees through 
the Committee in a timely manner. 

I now turn to Ranking Member Crapo for his opening statement. 

STATEMENT OF SENATOR MIKE CRAPO 

Senator CRAPO. Thank you, Mr. Chairman. I appreciate your 
holding today’s hearing on the nominations to lead the Securities 
and Exchange Commission and the Consumer Financial Protection 
Bureau. Both agencies are highly visible, complex, and were given 
very broad jurisdiction by Congress to act in their areas of exper-
tise. In addition, each agency expends hundreds of millions of dol-
lars every year to fulfill their respective missions. 

Mr. Cordray appeared before us last year at his nomination hear-
ing, so we have already had a chance to get to know him. And Ms. 
White has extensive experience in our financial markets, both as 
a highly regarded U.S. Attorney in New York and as a securities 
law practitioner. I look forward to hearing from both nominees. 

Both the SEC and the CFPB were created after significant 
downturns in the financial markets. Nearly 80 years ago, Congress 
established the SEC to restore investor confidence in our capital 
markets and to ensure orderly markets for stock trading and in-
vesting. 

The CFPB was established more recently as a part of the Dodd- 
Frank Act and is intended to sweep all the consumer disclosure 
laws into one entity while leaving core prudential banking regula-
tion with the other respective banking regulators. However, the 
SEC and the CFPB are administered in quite different ways. 

When established in 1934, Congress decided to create the Securi-
ties and Exchange Commission based upon the structure of cor-
porate lords. Congress set forth that the SEC would be comprised 
of five Commissioners. Each Commissioner would be selected for a 
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5-year term and no more than three Commissioners from any one 
party. 

Around this same time, Congress also established the Federal 
Deposit Insurance Corporation. Again, Congress established the 
FDIC with a board structure. 

Both the SEC and the FDIC have survived nearly 80 years, and 
the board structure has provided sufficient transparency and open-
ness so that Congress and the general public have a very good un-
derstanding of each agency’s mission and operation. 

Unfortunately, the CFPB lacks this transparency and openness 
regarding its operations, budget, and intended activities, its in-
tended mission. The Dodd-Frank Act specifically elevated the Di-
rector of the CFPB so that he or she holds unique power to deter-
mine the agency’s budget and mission priorities without any public 
debate or input from Congress. 

For example, in fiscal year 2012, the CFPB spent more than 
$150 million on contracts and support services, which is more than 
the agency spent on employees. This is nearly half of the money 
that the CFPB received from the Federal Reserve last year. There 
is no public accounting on how these monies on contracts and sup-
port services are being spent. 

To alleviate these and other concerns, I believe that the struc-
tural changes to the CFPB that we have recommended are essen-
tial. Moving from a single Director to a board format is one of the 
important steps that will bring about the transparency and open-
ness that now exists with the SEC. 

In addition, the agency needs to be put on the Federal appropria-
tions process so that Congress knows how the monies are being 
spent, especially on items such as contracts and outside services. 

And, finally, the prudential regulators need to have more than 
just informal input into the CFPB’s policy and rulemaking deci-
sions. 

With regard to the President’s recess appointment to the CFPB 
last year, my opinion has not changed. I continue to believe that 
the recess appointment was unconstitutional. The recent court case 
involving the National Labor Relations Board found that those re-
cess board appointments violated the Constitution. Since the CFPB 
recess appointment was made on the same day, to me the same re-
sult should apply. 

Recently, members of the Republican Caucus sent a letter to the 
President objecting to the confirmation of the head of the CFPB un-
less these structural changes are made to the agency. Structural 
and other changes to the agency are, I believe, areas where we can 
work together to improve the operation of the CFPB and to im-
prove accountability. 

Mr. Chairman, I look forward to hearing from Ms. White and Mr. 
Cordray on their qualifications to head the SEC and the CFPB, 
and, again, I appreciate the chance to work with you on these 
nominations. 

Chairman JOHNSON. Thank you, Senator Crapo. 
Does anyone else wish to make a short opening statement before 

we turn to the nominees for their testimony? 
Senator SCHUMER. Mr. Chairman. 
Chairman JOHNSON. Please withhold. 
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We will now proceed to witness introductions. Senator Schumer 
will now introduce Ms. White. Senator Schumer. 

Senator SCHUMER. Thank you, Mr. Chairman, and thank you 
and Senator Crapo for holding this hearing so quickly. It is my 
great privilege to introduce Mary Jo White, the nominee to be the 
next Chairman of the SEC. 

Mary Jo was not born in New York but, like millions of others 
through the years, found her way to New York, found in New York 
her hopes, her dreams, and a place to call home. 

Ms. White’s long and distinguished career as a public servant 
and as one of the most well respected and hardest working lawyers 
in the country leaves no doubt that she is well qualified to under-
take the task that awaits the next Chairman of the SEC. She is 
competent and dedicated, tough and fair. 

From 1993 to 2002, she served as the U.S. Attorney for the 
Southern District of New York. She remains the only woman to 
have held that position in the 200-plus-year history that the office 
has existed. Prior to becoming U.S. Attorney for the Southern Dis-
trict, she served as the First Assistant U.S. Attorney and Acting 
U.S. Attorney in the Eastern District of New York from 1990 to 
1993. She famously put ‘‘The Teflon Don,’’ John Gotti, behind bars 
and prosecuted the terrorists responsible for the 1993 World Trade 
Center bombing, including Ramzi Yousef and the ‘‘Blind Sheik,’’ 
Omar Abdel Rahman. 

Her case against the Trade Center terrorists bears special men-
tion because it shows her creativity and determination as a lawyer. 
She dusted off a Civil War era seditious conspiracy statute to pros-
ecute the case, a move considered risky at the time but that ulti-
mately proved successful. 

She also prosecuted numerous white-collar crimes, including in-
sider trading and securities fraud cases, establishing a track record 
that leaves no doubt she will vigorously pursue the SEC’s enforce-
ment agenda. 

She has also had a long and distinguished career in the private 
sector where she earned her reputation as one of the hardest work-
ing and most well respected attorneys in the country. She won a 
litany of awards from a diverse group of institutions. I will just 
name a few. In addition to the George W. Bush Award for Excel-
lence in Counterterrorism and the Agency Seal Medallion given by 
the CIA, she also received the Woman of Power and Influence 
Award given by the National Organization of Women and the San-
dra Day O’Connor Award for Distinction in Public Service. 

Now, Mr. Chairman, most of the attention on her personality is 
focused on her toughness and her aggressiveness, and with good 
reason. She apparently indulged a fondness for motorcycle riding 
and, despite her physical stature, was a fierce competitor in the 
women’s basketball league in New York. The same toughness she 
showed playing basketball she will show as SEC Chair. She will 
score many points and not commit too many fouls. 

And if anyone—if anyone—questions her loyalty or patriotism, I 
am told that on those rare occasions when she does relax and takes 
a break from putting terrorists in jail, she likes to crack open a 
cold Bud. 
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But she has a warm and fuzzy side, too. In 2011, she was elected 
Chair of the ASPCA, the American Society for the Prevention of 
Cruelty to Animals. 

So all accomplishments and accolades aside, the moment of truth 
for me came when I discovered that, despite being born in Kansas 
City and raised in Virginia, she was a diehard Yankees fan. I hope 
that will not deter the Senator from Ohio in his deliberations. I 
know he hates the Yankees. What is your Web site? OK, some anti- 
Yankee thing is his call name. 

Anyway, I am confident she will leave an indelible mark on the 
SEC and will continue the task of restoring the public’s trust in the 
agency by challenging the agency to live up to her own standard 
of excellence, a standard unmatched by almost any nominee who 
has come before this Committee during my time here. 

U.S. capital markets have been and remain the envy of the 
world. A huge reason why is the reputation the SEC has estab-
lished over the decades for robust investor protection. Over the last 
dozen years, the reputation has taken some hits: Enron, 
WorldCom, and, of course, Bernie Madoff and the 2008 financial 
crisis. But Mary Jo is the right person at the right time to build 
on the efforts of her immediate predecessors and re-establish the 
SEC as the premier securities regulator in the world. 

I wholeheartedly support Ms. White’s nomination to be the next 
Chairman of the SEC, and I am confident that after an appro-
priately thorough vetting process my colleagues will as well. 

Thank you, Mr. Chairman. 
Chairman JOHNSON. Thank you, Senator Schumer. 
Senator Brown will introduce Mr. Cordray. Senator Brown. 
Senator BROWN. Thank you, Mr. Chairman. And my under-

standing is that Rich Cordray loves dogs and cats, too. 
[Laughter.] 
Senator BROWN. We all do. 
Senator SCHUMER. What about the Yankees? 
Senator BROWN. I could show you our dog, Franklin, who we 

named after Franklin Roosevelt, and my daughter commented after 
we got this dog that I finally got the son I always wanted. But I 
will leave that alone. Thank you, Chuck, Chuck you noticed also 
got Iowa and Ohio mixed up, which happens far too often in this 
institution, and Idaho, Ranking Member Crapo. So thank you, 
Chuck. 

Mr. Chairman, thank you, and Ranking Member Crapo, thank 
you for holding this hearing and moving quickly on this. September 
2011 was a previous confirmation hearing on this same nominee 
and this same Bureau. It was my privilege to introduce Rich 
Cordray and introduce Peggy, and joined here by their twins, 
Danny and Holly, who are a year and a half bigger, so good to see 
them here today. 

I have known Rich Cordray for 20-plus years. His parents served 
as strong advocates for people with developmental disabilities. He 
was raised to advocate on behalf of people who were too often 
pushed to the margins of our society. And during his service as 
Ohio State treasurer—he had been a county treasurer; he had 
clerked for U.S. Supreme Court Justice Kennedy. And during his 
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time as the State treasurer and later attorney general in Ohio, he 
fought for Ohioans who struggled to stay in their homes. 

He remains the right person to head the Consumer Financial 
Protection Bureau. Under his leadership, CFPB helped 
servicemembers and veterans and military families understand 
their benefits. He has helped students plan for their futures and 
has helped baby boomers plan for retirement. 

He has had a role, a major role in refunding some $425 million 
to consumers who were victims of fraudulent financial practices, 
and CFPB has handled more than 130,000 complaints from con-
sumers in all of our States. 

Mr. Chairman, we already had our fight over the structure of the 
CFPB. A bipartisan majority in the Senate created the CFPB in 
2010 to help ensure that Americans have access to safe and trans-
parent financial products and services, including credit cards and 
loans. But in the U.S. Senate, a vocal minority is pledging to hold 
up the appointment of a qualified nominee. No one I have heard 
says anything less about Rich Cordray’s qualifications than that he 
is superbly qualified for this job. 

The legislation created CFPB as the law of the land, but some 
here want to nullify the legislation creating our Nation’s consumer 
watchdog. 

Rich Cordray has been supported by CEOs of Ohio companies. 
He has won praise from Ohio bankers whom I have spoken with 
over the years. But for the first time in Senate history—or actually 
it is the second time because this happened with the same nominee 
and the same Bureau just over the last couple of years. And I 
asked the Senate historian about this. Senators are blocking a 
nominee because they simply do not like the agency that he will 
lead. 

For CFPB to thrive, it must have sound leadership, a leader who 
is able to work with institutions and individuals to prevent insid-
ious schemes from wreaking havoc on our communities, on our 
families, on the citizens of this great country. Now is the time to 
consider Rich Cordray’s qualifications, not keep fighting old polit-
ical battles. 

Thank you, Mr. Chairman. 
Chairman JOHNSON. Thank you, Senator Brown. 
I would also like to take this opportunity to submit a letter from 

our colleague Congressman Stivers, who could not be here today 
but wished for his support to be known. 

We will now swear in the nominees. Will the nominees please 
rise and raise your right hand? Do you swear or affirm that the 
testimony that you are about to give is the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. CORDRAY. I do. 
Ms. WHITE. I do. 
Chairman JOHNSON. Do you agree to appear and testify before 

any duly constituted Committee of the Senate? 
Mr. CORDRAY. I do. 
Ms. WHITE. I do. 
Chairman JOHNSON. Please be seated. 
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Please be assured that your written statement will be part of the 
record. I invite you to introduce your family and friends in attend-
ance before beginning your statements. 

Mr. Cordray, please proceed. 

STATEMENT OF RICHARD CORDRAY, OF OHIO, TO BE DIREC-
TOR OF THE BUREAU OF CONSUMER FINANCIAL PROTEC-
TION 

Mr. CORDRAY. Chairman Johnson, Ranking Member Crapo, and 
Members of the Committee, I am honored to be here once again as 
the nominee to serve as the Director of the Consumer Financial 
Protection Bureau. I am grateful to the President for the confidence 
he has shown in me and for giving me the opportunity to continue 
serving our country in this role. If confirmed, I pledge to continue 
to carry out and enforce the law that Congress passed to protect 
consumers and restore confidence in consumer finance markets. 

Over the past 2 years, I have come to understand how your Com-
mittee exercises great responsibility that affects the lives of all 
Americans. It is a pleasure to appear before you frequently in my 
current role, and we have seen that our relationship can be cooper-
ative and fruitful. If confirmed, I look forward to working closely 
with you to see that the people and families whom we serve are 
treated fairly in the essential marketplace for consumer finance. 

As you had suggested, Mr. Chairman, I am glad once again to 
have my wife, Peggy, and my twins, Danny and Holly, with me 
here today. Like many of you, I commute back and forth from a 
long distance to do this work. My family has been willing to make 
real sacrifices, without complaint, because they believe in what I 
am doing to serve our country. They know how deeply I appreciate 
their steadfast support. 

From childhood, my parents taught me the value of work that 
seeks to improve the lives of others. My dad, Frank, who turned 
95 just last month, spent his entire career in programs that served 
children and adults with developmental disabilities. My mom, 
Ruth, who died of cancer when I was in college, founded the first 
foster grandparent program for the developmentally disabled in 
Ohio, in addition to doing all the many and various things that a 
mother does to raise three fairly rambunctious boys. 

My approach to the role of Director is deeply informed by their 
influence. It is also deeply informed by more than two decades in 
public service. I have served in the Ohio Legislature, as Ohio’s first 
Solicitor General, as the Franklin County Treasurer, and as State 
Treasurer. Most recently, before joining the Bureau, I was Ohio’s 
Attorney General. Out of hard lessons learned through these expe-
riences, I developed a resolve to address the kinds of financial dif-
ficulties and challenges that confront our communities. I learned 
there is no such thing as a one-size-fits-all solution as we seek to 
aid those who want to do the right thing and, when necessary, to 
thwart those who seek to take advantage of others. And I learned 
that creative strategies to find solutions can benefit consumers and 
honest businesses, which share many common interests. 

When I became the Director of the Consumer Bureau last year, 
I resolved to do everything in my power to make the Bureau ac-
countable to American consumers, to American businesses, and to 

VerDate Nov 24 2008 14:29 May 23, 2013 Jkt 048080 PO 00000 Frm 00011 Fmt 6633 Sfmt 6633 L:\HEARINGS 2013\03-12 NOMINATIONS OF CORDRAY AND WHITE\HEARING\31213.TX



8 

the Congress. Although our work is still in the early stages, we 
have been busy. In addition to supervising the country’s largest fi-
nancial institutions, we have also begun to protect consumers and 
markets that previously received no Federal supervision at all. 
Consumers now have someone looking out for them as they deal 
with residential mortgages, payday loans, private student loans, 
credit reporting, and debt collection. This affects millions of people 
across this country—people who are your constituents as well as 
the consumers we seek to serve. 

At the same time, we are coming to a better understanding about 
how to use the other tools Congress provided to address the prob-
lems and challenges facing consumers. We have adopted new rules 
for the mortgage market to ensure that the excessive and irrespon-
sible practices that helped precipitate our Nation’s financial calam-
ity cannot be repeated. 

In the credit card market, we are implementing and overseeing 
the extensive positive changes that Congress enacted in the CARD 
Act. For consumers who have been deceived by credit card compa-
nies, we have worked closely with our fellow regulators to put $425 
million back in pockets of 6 million consumers. 

In the student loan market, we have teamed up with the Depart-
ment of Education to create products like the Financial Aid Shop-
ping Sheet. So far, we are pleased to see that 644 colleges are vol-
untarily adopting it. 

Perhaps the most direct example of addressing problems in the 
consumer finance markets is our consumer response function. To 
date, we have handled more than 130,000 complaints. People have 
contacted us about specific problems with consumer financial prod-
ucts and services, ranging from improper charges on credit cards 
to mortgage payments that were wrongly applied. These consumers 
have come to us from every State; many of those have been re-
ferred by you, and we thank you for forwarding them to us. 

Along with these initiatives, Congress directed us to focus on the 
unique problems that confront special populations of consumers. 
Assistant Director Skip Humphrey and his team have targeted the 
financial exploitation of older Americans, helping seniors get sound 
information and advice about their retirement finances. Assistant 
Director Holly Petraeus and her dedicated team have identified 
and are resolving distinctive issues that affect our servicemembers, 
veterans, and their families. 

So these are the kinds of issues that the Consumer Bureau is al-
ready addressing on behalf of 313 million Americans. Of course, 
there is much more to do in each of these points, and we are deter-
mined to continue making progress. 

Thank you, Mr. Chairman, again, and Members of the Com-
mittee, for the opportunity to be with you here today. I look for-
ward to your questions. 

Chairman JOHNSON. Thank you. 
Ms. White, please proceed. 

STATEMENT OF MARY JO WHITE, OF NEW YORK, TO BE A 
MEMBER OF THE SECURITIES AND EXCHANGE COMMISSION 

Ms. WHITE. Thank you, Mr. Chairman, Ranking Member Crapo, 
and Members of the Committee, it is my privilege to appear before 
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you today as President Obama’s nominee to be the 31st Chair of 
the Securities and Exchange Commission. 

Before I begin my remarks, let me thank Senator Schumer for 
his kind introduction, and I also want to introduce my husband, 
John White, who is here today, and thank him for being here and 
for his support. Our son and his wife are law students and are at-
tending class, so they are somewhere else today. Thank you, 
though. 

There is no higher calling, in my view, than public service. As 
the United States Attorney for the Southern District of New York 
for almost 9 years, I worked very hard on behalf of the American 
people investigating, prosecuting, and punishing those who com-
mitted crimes. From white-collar criminals to terrorists, regardless 
of the complexity of the case or the identity of the defendant, we 
always strove to do the right thing and to vigorously enforce the 
law. Today I am honored by the prospect of potentially returning 
to public service as the Chair of the SEC to help carry out its es-
sential mission. 

While I served as United States Attorney, our office worked 
closely with the SEC prosecuting violations of the Federal securi-
ties laws by both companies and individuals. Through that experi-
ence, I became a strong admirer of the expertise, independence, 
and commitment of the Commission and its staff. I fully appreciate 
the critical role the SEC plays as the primary regulator of our cap-
ital markets and as a strong advocate on behalf of investors. Today, 
in the wake of the financial crisis and in the midst of implementing 
the substantial legislative mandates of Dodd-Frank and the JOBS 
Act, the SEC’s importance and scope of responsibilities are greater 
than ever. 

If confirmed, I will vigorously carry out the SEC’s mission to pro-
tect investors, maintain fair, orderly, and efficient markets, and fa-
cilitate capital formation. This mission has a tripartite mandate, 
but the component parts should not be viewed as in conflict with 
each other. It is the responsibility of the Chair and the Commission 
to take the long-term view, balance the objectives when necessary, 
and seek to fulfill all parts of the critical mission. 

As was true when Chairman Schapiro was here before you for 
the first time in 2009, this too is a critical time for the SEC. Al-
though the worst of the recent financial crisis may be behind us, 
none of us can be complacent. Under the leadership of Chairman 
Schapiro and Chairman Walter, the SEC has made significant 
strides to strengthen its examination and enforcement functions, 
improve its capacity to assess risks, and enhance its technology. 
But fast-paced and constantly changing markets require constant 
monitoring and analysis, and when issues are identified, the in-
vesting public deserves appropriate and timely regulatory and en-
forcement responses. 

I am acutely aware that the position of Chair of the SEC carries 
with it heavy responsibilities and many challenges. But, if con-
firmed, I will work tirelessly and do everything in my power to ef-
fectively lead the SEC in fulfilling its mission. Let me just very 
briefly highlight a few early priorities. 

First, I would work with the staff and my fellow Commissioners 
to finish, in as timely and smart a way as possible, the rulemaking 
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mandates contained in the Dodd-Frank Act and JOBS Act. The 
SEC needs to get these rules right, but it also needs to get them 
done. To complete these legislative mandates expeditiously must be 
an immediate imperative for the SEC. 

With respect to rulemaking, rigorous economic analysis should 
inform and guide the decisions that are made. Although chal-
lenging—particularly in the quantification of benefits—in my view, 
the SEC should seek to assess, from the outset, the economic im-
pacts of the contemplated rulemaking. 

Second, if confirmed, it will be a high priority throughout my ten-
ure to further strengthen the enforcement function of the SEC. It 
must be fair, but it also must be bold and unrelenting. Investors 
and all market participants need to know that the playing field of 
our markets is level and that all wrongdoers—individual and insti-
tutional, of whatever position or size—will be aggressively and suc-
cessfully called to account by the SEC. Strong enforcement is nec-
essary for investor confidence and is essential to the integrity of 
our markets. Proceeding aggressively against wrongdoers is not 
only the right thing to do; it also will serve to deter the unlawful 
practices of others who must be made to think twice—and stop in 
their tracks—rather than risk discovery, pursuit, and punishment 
by the SEC. 

Third, the SEC needs to fully understand all aspects of today’s 
high-speed, high-tech, and dispersed marketplace so that it can be 
optimally and wisely regulated. High-frequency trading, complex 
trading algorithms, dark pools, and intricate new order types raise 
many questions and concerns. The experts and studies to date have 
not been consistent or definitive in their observations and findings 
about whether our modern market is causing harm or the extent 
of that harm to investors. There must be a sense of urgency 
brought to addressing these issues to understand the impact on in-
vestors and the quality of our markets so that, again, appropriate 
regulatory responses can be made. If confirmed, I will work to en-
sure that the SEC has the cutting-edge technology and expertise 
necessary to enable it to keep pace with the markets and its re-
sponsibilities to monitor, regulate, and enforce the securities laws. 

There are, of course, many other important areas within the ju-
risdiction of the Commission—from money market funds to credit 
rating agencies, from the appropriate standards and regulations 
governing the conduct of broker-dealers and investment advisers 
when providing investment advice to retail customers, to how to 
make public issuer disclosures more meaningful and understand-
able for investors, just to name a very few. If confirmed, I would 
focus on these and all of the many challenges facing the SEC. 

In conclusion, it would be my privilege and honor to carry out 
and help carry out the SEC’s mission. Thank you for considering 
me to serve in this capacity and for the opportunity to appear be-
fore you today. I would be happy to answer your questions. 

Chairman JOHNSON. Thank you for your testimony. 
If any Member has any questions for the record for either of our 

nominees, I ask that you please submit them by noon on Thursday, 
March 14. I also ask that the nominees respond to the QFRs quick-
ly so that we can move the nominations forward. 
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We will now begin asking questions of our witnesses. Will the 
clerk please put 5 minutes on the clock for each Member? 

Mr. Cordray, South Dakota’s community banks and credit unions 
continue to raise concerns about regulatory burden. How has the 
CFPB addressed the concerns of small institutions while maintain-
ing effective protections for consumers? And what additional steps 
do you plan to take? 

Mr. CORDRAY. Thank you, Mr. Chairman. I recall the visit to 
South Dakota with you in which we met with local financial execu-
tives, and we have made it a point to do that around the country. 
I believe we have met with more than 40 community banker orga-
nizations or credit union organizations in the last 6 months alone, 
so we have been very accessible to them. I will be speaking before 
the Independent Community Bankers of America tomorrow and 
spoke at a meeting of the Credit Union National Association last 
month. 

We also created, at my initiative, a Credit Union Advisory Coun-
cil and a Community Banker Advisory Council, so we can hear reg-
ularly, and specifically, from them about what is on their mind, 
about their concerns, whether about us or about the marketplace, 
whatever it may be. I think that that outreach and the listening 
that we have done has informed work that we have done. It af-
fected our qualified mortgage rule. It affected our escrow rule. It 
affected our servicing rule, where we put into practice what I have 
said here many times—that community banks and credit unions 
did not engage in practices that caused the financial crisis, and the 
regulatory response should take account of that fact and protect 
and preserve their traditional model of lending, which is a very re-
sponsible model and good for many communities across this coun-
try, like the community I grew up in in Ohio, and live. 

Chairman JOHNSON. Ms. White, if confirmed, what steps will you 
take to address potential conflicts of interest between your duties 
as SEC Chairman and the past work on behalf of clients, as well 
as potential conflicts with respect to your husband’s work? How 
will these steps affect your ability to participate in the Commis-
sion’s enforcement actions or other SEC matters? 

Ms. WHITE. Thank you, Mr. Chairman. Before I agreed to be 
nominated for this position, I detailed to the White House, the 
Independent Office of Government Ethics, and the career SEC eth-
ics official the nature and extent of my and my spouse’s and our 
firm’s legal practices to be certain that there were no conflicts that 
could be problematic or limit my ability to function effectively as 
SEC Chair, if I were to be nominated and confirmed. I went 
through a very rigorous process of my own and with these parties 
to ensure that I am in compliance with all ethics regulations and 
laws. And I am very scrupulous about these issues and place a very 
high bar on them, and I was also focused in that process very much 
on making certain I could effectively function as the Chair. 

I know the Senate has received a letter from the Office of Gov-
ernment Ethics concluding that I am in full compliance with all ap-
plicable laws governing ethics and conflicts of interest. 

I was also advised in this process that while I have recusals, as 
do many nominees, mine were not out of the ordinary in scope, nor 
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out of the ordinary for past Chairmen or other Commissioners of 
the SEC. 

The career ethics officials at the SEC are quite experienced in 
managing these conflicts, should they arise. I will also be very vigi-
lant in managing them myself and making sure that we are scru-
pulously attending to any that might arise. But I do not believe, 
Mr. Chairman, that the recusals, the extent of them, will prevent 
me from fully performing my duties. In general, I am not recused 
from any SEC rulemaking matters or policy matters, and as to 
party matters, as they are known, which primarily affects the en-
forcement function of the SEC, the scope of those recusals is also 
quite narrow. 

Chairman JOHNSON. Ms. White, what approach will you take 
with enforcement? How will the SEC under your leadership signal 
that wrongdoing will not be tolerated and restore confidence in the 
integrity of the U.S. capital markets? 

Ms. WHITE. First, I do not think there is anything more impor-
tant than vigorous and credible enforcement of the securities laws. 
I think it must be done. To some extent, I think you convey that 
confidence to the public by the deeds, by the cases that you make, 
by the deterrence that you effect by your cases. And so I will be 
very focused on that throughout my tenure, and if confirmed, I will 
meet with the Enforcement Division to review various of its struc-
tures, practices, and cases to make certain that that happens. 

Chairman JOHNSON. Mr. Cordray, what is your vision for the 
Consumer Financial Protection Bureau? 

Mr. CORDRAY. Mr. Chairman, my vision of the Consumer Finan-
cial Protection Bureau really arises out of our work and it arises 
out of the legislation that Congress passed. I think any agency 
needs to hew closely to its governing statute. 

Congress created us to protect consumers in the financial mar-
ketplace and to help make those financial markets work more effec-
tively for the consumer public and for the honest and responsible 
businesses that, for the most part, dominate the marketplace and 
deserve protection against unscrupulous competitors. 

As I have said before, I see our vision in light of the people we 
serve. They are—to be most direct about it—they are our mothers 
and fathers, our sisters and brothers, our sons and daughters. Ev-
erybody in this room and everybody paying attention knows of peo-
ple in their extended family, friends, who struggle with consumer 
financial issues, and who need some help and support in navigating 
complex financial markets. To the extent we can deliver value for 
those people who, again, are your constituents and the people we 
serve, that is what we aim to do. 

Chairman JOHNSON. Senator Crapo. 
Senator CRAPO. Thank you, Mr. Chairman. 
Ms. White, recently the SEC has been commended by the GAO 

for raising the bar, frankly, when it comes to conducting economic 
analysis, and you actually already answered my first question. I 
am basically making a statement to you right now. But the SEC 
really has made major strides in this area, and I appreciate what 
I took in your opening statement to be your commitment to con-
tinue this and to even advance the agency’s focus on economic anal-
ysis. Is that correct? 
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Ms. WHITE. Yes, that is correct, Senator, and if confirmed, I will 
also—there is SEC guidance which I think has brought about that 
enhancement that you mentioned, and I will be very focused on 
seeing that as it operates in practice. 

Senator CRAPO. Well, thank you. And this question is also di-
rected to you. Last year, the Financial Stability Oversight Council 
released a set of proposals regarding money market mutual funds, 
and many of us believe that that is a responsibility that much bet-
ter lies with the SEC. Would you agree with that? 

Ms. WHITE. Money market mutual funds, which are very impor-
tant investment products, I think are in the heartland of the SEC’s 
expertise, and I think it is the SEC’s responsibility, as it is focused 
on now and has been before, in determining what additional re-
forms there should be to that investment product. 

Senator CRAPO. And if confirmed, would you intend to see that 
the SEC takes prompt action in that area so that it takes the re-
sponsibility as it should? 

Ms. WHITE. Yes, Senator, I would. And my understanding is that 
those discussions are going on currently. 

Senator CRAPO. Thank you. And again, you have spent many 
years in the securities industry, in addition to your husband, as a 
prosecutor. Your husband is a highly experienced securities attor-
ney. I appreciate your answer to the Chairman’s question, which 
was one of my questions as well. 

Mr. Cordray, as you know, the Senate Republicans want to see 
key structural changes such as a board versus a single Director, 
funding through the appropriations process rather than direct ac-
cess to the Federal Reserve Board, and establishing a safety and 
soundness check for the prudential regulators. Are you open to 
working with the Senate on these reforms to increase the trans-
parency and accountability at the agency? 

Mr. CORDRAY. We continue to be, and I personally continue to be, 
interested in working with the Senate to further develop trans-
parency and accountability of the agency. There are numerous pro-
visions in place now that we follow. For example, we are subject 
to a specific GAO audit of our finances, which is unusual for agen-
cies. We are also subject to an outside independent audit, we do a 
semiannual report to Congress, and I am required to testify in 
front of both this chamber and the House on each of those reports. 
That is at least a minimum of four testimonies per year. We have 
the Federal Reserve’s Inspector General who oversees us as well. 

We also have been working toward further building out. You will 
recall that 2 years ago we had zero personnel, zero structure, and 
zero process. We have recently added the GPRA statutory perform-
ance review provisions into our budgetary process. I think we could 
make more commitments to you today than we could have a year 
or two ago, and would be willing to do so in order to improve trans-
parency further and make sure that the Congress has all the infor-
mation it needs and wants about our expenditures. 

As to our accountability to Congress, I always am accountable to 
you. I have found congressional oversight to be both vigorous and 
meaningful, and it keeps us in shape, and it keeps us on our toes. 
It is something we are very responsive to and I personally have 
been responsive to, and appreciate the value of that. 
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Senator CRAPO. Well, thank you, and I appreciate our private 
conversations about the importance of accountability and oversight 
and your commitment to help improve that. 

Mr. CORDRAY. Yes. 
Senator CRAPO. I also recognize that you cannot say what the 

White House and the Congress will ultimately decide with regard 
to the issues with regard to changing the structure of the agency. 
But I look forward to trying to work with you to resolve those 
issues and seek your support in helping us resolve those issues. 

Mr. CORDRAY. Thank you. 
Senator CRAPO. Finally, Ms. White, again, in your statement I 

appreciate the fact that you mentioned the JOBS Act and place 
those regulations as a top priority. What timelines do you think 
you could set for getting those regulations done? All of us up here 
I think are very anxious to see these regulations put into place as 
quickly as possible. 

Ms. WHITE. I appreciate the question. There is no higher priority 
that I have than moving the SEC along, frankly under both the 
Dodd-Frank Act and the JOBS Act, to get those regulations out as 
quickly as possible. And I think you can do them well and smartly 
and still get them out quickly. I cannot give you an exact date, but 
I guarantee you that I am going to be focused on that, if confirmed, 
from day one. 

Senator CRAPO. Well, thank you, and I appreciate your willing-
ness to make that a high priority. 

The last question, again to you, Ms. White. With regard to the 
Dodd-Frank Act, the SEC made a public request for data and sta-
tistics, particularly on the potential regulatory costs to implement 
any potential changes to fiduciary standards for broker-dealers and 
investment advisers. Will you commit to reviewing the findings of 
this request prior to engaging in any rulemaking? 

Ms. WHITE. Absolutely. I think it is a very important area, and 
I do commit to doing that. 

Senator CRAPO. Thank you. 
Chairman JOHNSON. Senator Reed. 
Senator REED. Thank you very much, Mr. Chairman, and, Mr. 

Cordray and Ms. White, thank you very much. 
Mr. Cordray, one of the responsibilities that you have is not just 

to protect consumers but to ensure there is a compliance regulation 
of what used to be known as ‘‘the shadow banking system.’’ In fact, 
one of the major defects that we discovered to our chagrin in doing 
Dodd-Frank and with the financial crisis is that many of these 
shadow banking institutions were unregulated or regulated by 
States, et cetera, and they tend, in retrospect, to sort of lead the 
standards down, to lower the bar, lower the bar, putting pressure 
on regulating agencies. 

And now for the first time, your agency is able to regulate these 
entities. In fact, they have done a remarkable job. You have recov-
ered significant amounts of money for consumers, but you are also 
setting an even standard between the regulated industries that 
have Federal deposit insurance and other Federal protections and 
the unregulated. Can you comment upon that role of the Financial 
Bureau? 
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Mr. CORDRAY. Thank you, Senator. That is one of the things that 
we have been working hard to be doing. It is one of the very posi-
tive advances made in the Dodd-Frank law, which is, you cannot 
regulate a market effectively if you are regulating part of the mar-
ket and the rest of the market is going unsupervised and not sub-
ject to any standards or accountability. That is very much what we 
saw in the mortgage market leading up to the financial crisis. As 
you say, that not only opens the market to considerable exploi-
tation of consumers without any oversight. It also hurts the respon-
sible, honest businesses that are trying to do things right, but that 
do, as you say, feel pressure from unscrupulous competitors who 
are not subject to the same standards, not subject to the same re-
quirements, and that is just a model that cannot work. 

The Consumer Financial Protection Bureau was given the au-
thority in consumer finance markets to oversee not only banking 
institutions that are chartered, but also unchartered institutions. 
This has been a very important part of our work, and, frankly, 
since the day I was appointed, which is when we gained authority 
to do that work, it has been a very high priority for us. 

Senator REED. I noticed in this context that the QM rule, the 
qualified mortgage rule, is something you have worked on with 
banking regulators, et cetera, and, frankly, to the praise of many 
in the banking industry. Jamie Dimon indicated they have done a 
great job, quoting him, and others have said that, too. But it sort 
of reinforces the notion, which I think is not appreciated enough, 
that you function really in a way to make sure that there is a level 
playing field, so that traditional banking institutions, regulated in-
stitutions, are not under the competitive pressure of unregulated 
entities. That is an important role. 

Mr. CORDRAY. It is an important role. It is one that we are very 
mindful of and I think is important to the markets being able to 
function effectively. 

Senator REED. Let me also commend you for your work with 
military personnel. The Office of Military Services, headed by Holly 
Petraeus, has done a remarkable job, and that is another, I think, 
commendable aspect of what you have done with your leadership 
in protecting service men and women from foreclosure when they 
are on active duty, enforcing all of the different regulations. So I 
commend you for that and thank you. 

Let me just turn in my remaining time to Ms. White. First, you 
can assure us that in the rulemaking process your prior employ-
ment would in no way impinge upon your ability to participate in 
rulemaking because of the general nature of rules. Is that accu-
rate? 

Ms. WHITE. I can certainly assure you of that, Senator. 
Senator REED. Thank you. 
Ms. WHITE. And have been so advised by the Office of Govern-

ment Ethics as well. 
Senator REED. The next issue—and it sort of touches on what 

Senator Crapo suggested—can you give us your top three priorities 
of rules? You have a long, long list of actions pending, and it would 
be helpful to me to see, you know, what are your priorities going 
in. I understand when you get there and you get into the details 
those priority could change, but initially what are your priorities? 
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Ms. WHITE. Well, I have to say to that, Senator, that—and I real-
ize—I am not a naive person in terms of can you get everything 
done at once. 

Senator REED. I do not think anyone accused you of being naive 
at all. 

[Laughter.] 
Ms. WHITE. Well, I have been accused of that, too, I think. 
Senator REED. Trust me. Trust me. 
Ms. WHITE. But, seriously, Senator, I think it is—and until I get 

into the SEC, if confirmed, you know, I do not have as much detail 
on the work streams that are proceeding, but it is my intention 
when I get there to personally take charge of assessing that and 
then truly trying to drive all of the rulemaking as quickly and as 
smartly as possible. So I do not have a rank order list yet. I just 
want to get in there, get it done, get it done smartly. 

Senator REED. Let me also just add sort of a footnote to your pre-
vious comments, which is if there is an issue where there is a po-
tential appearance of a conflict, what is the mechanism outside 
your own individual judgment that you will avail yourself to get 
guidance or to get clarification? 

Ms. WHITE. Essentially, I will be frequently consulting—first, I 
will be very vigilant myself, as I think I have been throughout my 
career. The SEC ethics official and I have already had discussions, 
assuming that I would be confirmed, about a very vigilant screen-
ing agreement as well as mechanisms to identify any possible ap-
pearance issues as well. 

Senator REED. Thank you very much. 
Thank you, Mr. Chairman. 
Chairman JOHNSON. Senator Corker. 
Senator CORKER. Thank you, Mr. Chairman. And, Mr. Cordray, 

once again your family has been a great asset to you today. Your 
son and daughter are acting perfectly in the back, and even some-
times act like the questioners are asking intelligent questions. 

[Laughter.] 
Senator CORKER. So I do want to say that if you can get people 

dealing with consumers and the financial world to act like they are, 
you will do a very good thing for our country. 

And, Ms. White, during your introduction I thought at first you 
had to be a leading citizen from Tennessee, but thank you for being 
here. 

I have already talked to Mr. Cordray on many, many occasions. 
You are going to be dealing with the Volcker Rule, and we all know 
that prop trading is out, but hedging and market making is still 
something that is permitted. And I would just ask if you are com-
mitted to making sure that we have really bright lines there so 
that people—that the institutions that are affected by Volcker 
know the difference between prop trading, hedging, and market 
making. 

Ms. WHITE. I am totally committed to that and recognize the im-
portance of both the mandate to bar proprietary trading, but also 
the permitted activities of market making as well as the hedging 
activities. And, again, I guess I am listing everything I am going 
to do the first day, but if confirmed, that is one thing that I am 
going to turn my personal attention to. 
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Senator CORKER. OK. In the area of money market funds, I know 
we have had difficulties getting to a place. I know you and I talked 
a little bit about that in the office. But have you thought any about 
the floating proposition? Have you given thought to how you might 
want to resolve the money market issue? 

Ms. WHITE. I have studied this issue. I am not, as I think I men-
tioned earlier, privy to the ongoing discussions in the Commission 
about it, and clearly I understand the risk that is trying to be— 
the systemic risk, possible run on the funds, that is trying to be 
addressed by the discussions that are ongoing. But I am also acute-
ly aware of the value of the money market fund product, and so 
whatever is done, we want to take care that that is not harmed by 
this. 

I do not have a view on specific reforms until I get in there to 
meet with the staff and talk to my fellow Commissioners. You 
know, I do not have a conclusion on that. 

Senator CORKER. And the process has been a pretty long process 
there, and I know there have been some differing opinions. Do you 
view having Commissioners like this that represent different view-
points, hashing out a rule, do you view that as being a positive or 
a negative? 

Ms. WHITE. That is a tough question. 
Senator CORKER. It is a good question. 
Ms. WHITE. It is a very good question. 
[Laughter.] 
Ms. WHITE. It is a very good question. I mean, clearly, the struc-

ture, the Commission structure, which is designed to be bipartisan 
and to bring in as many different perspectives as possible I think 
is a wise structure. The structure I operated under before as U.S. 
Attorney, I was more autonomous, and I did not mind having that 
autonomy as well. But I understand the strengths of that struc-
ture. 

Obviously, that requires you in the Commission structure to do 
a lot of talking with each other, which I think is quite healthy as 
well, and to, you know, bring people together as much as possible. 

Senator CORKER. Thank you. 
Mr. Cordray, I would not ask Mary Jo this because she is just 

starting, but the FSOC has the ability under, I think, Title II to 
wind down a large institution that poses a threat to our country, 
and I have a letter that is going out today to everybody that is part 
of the FSOC. But since you have been serving on it, is it your un-
derstanding that the FSOC has the ability to wind down an institu-
tion even if it is healthy because it poses a threat to our country 
if it were to have problems? Or is it your belief that that institution 
has to have financial issues before you can look at winding it down 
or doing away with various lines of business? 

Mr. CORDRAY. I do not think that that issue has been presented 
in the meetings that I have attended over the past year—that we 
would take a healthy institution and somehow seek to wind it 
down. It has been an assumption that the failure of an institution 
or the impending failure of an institution and, therefore, the immi-
nent weakness of the institution would itself pose a potentially sys-
tematic threat to the financial system. That has been the basis on 
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which discussions have proceeded, and I think that that is appro-
priate. 

Senator CORKER. So at present, it has really been focused only 
if an institution gets in trouble. I would like some clarification 
there, and the letter will come to you, along with everyone else who 
is on the board, and if you could just look at it, Mary Jo, at the 
right time, if you could do that, that would be great. 

And on the equity markets, there have been a lot of discussions 
recently, and I do not think any of us have fully digested this yet. 
But there is a lot of high-frequency trading, dark pools, all kinds 
of things that are taking place, and there have been some concerns 
about that taking place to the harm, if you will, of just your every-
day investors. I know you are committed to dealing with that, but 
do you have any initial thoughts in that regard? 

Ms. WHITE. This is one of the priority areas that I did note in 
my oral remarks, and it is one that I take away from my briefings 
at the agency as a very high priority to figure it out so that appro-
priate responses can be made. I mean, certainly there are concerns 
and questions that arise from the high-frequency traders and our 
electronic market in general, the dispersed market in general. But 
I think in the first instance, we need to know what is happening 
and what the impacts are, and that, again, is one thing that I— 
I am getting a longer list of what I am personally driving, I guess, 
but I am very interested in focusing on that. 

Senator CORKER. Well, thank you both for your testimony, and, 
Mr. Cordray, I do hope—I do appreciate the way that you have 
dealt with our office, and I would say most people here. And I do 
hope that over the course of the next short period of time we are 
able to figure out a way for the entity to function in a manner that 
makes everyone on both sides of the aisle feel comfortable. But I 
thank you both for your public service. I thank the families for 
being here, and I look forward to seeing you again. 

Mr. CORDRAY. Thank you, Senator. 
Chairman JOHNSON. Senator Menendez. 
Senator MENENDEZ. Thank you, Mr. Chairman. 
Let me start off by saying these are two exceptional candidates 

for these positions, and they have tremendous background. And in 
the case of Mr. Cordray, I certainly hope that the ideological oppo-
sition to the entity which received a majority vote in its creation 
by the Congress of the United States does not continue to be the 
opposition to someone who is eminently qualified, who has been 
fair, who has been balanced, who has been transparent—all the 
qualities that you would want in a director of an office. And so if 
that is a new standard that a majority will can now be subverted 
by stopping a nominee in order to subvert the agency, then that is 
a dangerous slope. And so I hope that Mr. Cordray’s nomination 
moves forward based on his abilities and what he has exhibited to 
us so far. 

And in the case of Ms. White, I know there are some who are 
concerned about her private sector experience. I remember her as 
a very tough prosecutor. I used a different word when we met, but 
I will not do that here. 

Ms. WHITE. I said you could. 
[Laughter.] 
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Senator MENENDEZ. Yes, but, you know. So these are two excep-
tional witnesses. Having said that, I do have some questions. 

Ms. White, I get numerous constituent letters concerning the 
lack of prosecution of wrongdoers, and basically when I see the tes-
timony of the Attorney General before the Judiciary Committee, 
when he was asked in this field, that the size of some of these in-
stitutions are so large that it does—this is quoting from his testi-
mony—‘‘it does become difficult for us to prosecute them when we 
are hit with indications that if you do prosecute, if you do bring a 
criminal charge, it will have a negative impact on the national 
economy, perhaps the world economy.’’ 

So the question then is: Are these institutions in essence pro-
tected against prosecution merely by their size, and understand 
that when, in fact, they do violate the law, that they will have an 
extensive fine and that will be the cost of doing business? Because 
if that is the case, then I think it subverts the very nature of the 
honesty and transparency that we want to see in the marketplace. 
If the American people and investors believe that entities can do 
this largely with impunity because they are so big that they can-
not, you know, be prosecuted, at the end of the day then how do 
I know that the system is not being rigged at a time in which I 
am making my investments? 

So as the potential Chair of the SEC, give me your thoughts on 
what you would do in that regard in terms of when you found 
wrongdoing, assuming you found wrongdoing, what would you do? 

Ms. WHITE. Assuming you found wrongdoing, I think you proceed 
quite vigorously against, frankly, anyone that you find evidence of 
wrongdoing on, but certainly financial institutions. 

At the SEC, which, of course, does not have the criminal powers, 
those collateral consequences are not taken into account before 
charging decisions are made. So at the SEC there is no institution 
too big to charge. On the criminal side, there are also—in my view 
from my former life, institutions are not too big to charge either, 
but Federal prosecutors are instructed by Department of Justice 
policy. They have a long line of factors to consider, and one of them 
is the collateral consequences of a criminal indictment to innocent 
shareholders, employees, or the public. And certainly prosecutors 
should consider that before proceeding, but that does not nec-
essarily dictate a no decision. 

Senator MENENDEZ. So if you were to confirmed as the Chair, at 
least to the extent that the SEC has powers of charging and pro-
ceeding, you would vigorously do that when you found the causes 
to be appropriate? 

Ms. WHITE. Absolutely, Senator. 
Senator MENENDEZ. Second, in Dodd-Frank, it has been reported 

that excessive compensation schemes provided part of the fuel for 
the financial crash. In response, I worked to include a provision in 
Dodd-Frank that would require publicly listed companies to dis-
close in their annual SEC filing the amount of CEO pay, the 
amount of the medium company worker pay, and the ratio of the 
two. 

Now, it seems to me while the agency has struggled with im-
mensely more complicated rules, the SEC has yet to take action on 
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this. Will you work to follow through on this, if confirmed, and 
make sure that we get to the rule that is called for under the law? 

Ms. WHITE. I will, Senator. 
Senator MENENDEZ. Thank you very much. 
Thank you, Mr. Chairman. 
Chairman JOHNSON. Senator Johanns. 
Senator JOHANNS. Thank you, Mr. Chairman. 
Let me just say to both of you thank you for being here. I appre-

ciate it. 
Mr. Cordray, if I could start with you, first, thanks for stopping 

by my office the other day. I enjoyed the opportunity to visit with 
you. 

When you took the oath that the Chair administered, as you 
know, a piece of that was that you would agree to appear before 
any duly constituted committee of the U.S. Senate, so let me probe 
that a little bit. 

Would you be willing, if asked, to appear before the Appropria-
tions Subcommittee, a duly constituted, of course, committee of the 
U.S. Senate, on financial services in general Government to walk 
through your budget document and just answer questions about 
that document, the spending habits of your agency? Would you be 
willing to do that? 

Mr. CORDRAY. Senator, Bureau officials, including myself, testify 
regularly. In fact, more than 30 times in the last 2 years. Under 
the laws that exist, what has been contemplated, and what we 
have done, is that I appear before this Committee and before the 
House Financial Services Committee each time we issue a semi-
annual report. That is twice a year in front of each chamber, each 
committee, so that is four to begin with. We have also—— 

Senator JOHANNS. Let me just focus on your budget, though, be-
cause to some of us that is important. And as a former Cabinet offi-
cial, I did not think that was a bad deal that I would be called to 
account before the Senate and go through my budget and justify it 
and ask for permission to do transfers. I thought that was actually 
a good thing. And I think the Senate appreciated it, the House ap-
preciated it. 

Would you do that? Would you be willing to do that? 
Mr. CORDRAY. I have been willing to appear in front of the com-

mittees of Congress and have done so. If I understand correctly, 
under the current law, this Committee has the opportunity to do 
that with me. If the desire were to have me do that in front of a 
different committee, we could consider that. That has not been the 
structure that we have had. 

I think it is difficult among the banking agencies to suggest that 
this should be the only banking agency that would be appropriated. 
If there are measures that, as you suggest, included walking 
through and being subject to more transparency and accountability 
that would be satisfactory to you and your colleagues, we could cer-
tainly consider those things. 

Senator JOHANNS. Let me give you a specific example why we are 
concerned. 

Mr. CORDRAY. OK. 
Senator JOHANNS. And I think it is very, very legitimate. I think 

we are elected to provide oversight. 
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In fiscal year 2012, the CFPB spent about $150 million on con-
tracts and support services, which is more than what was spent on 
employees. That is nearly half of the money you received from the 
Federal Reserve that year. There is no public accounting on how 
those monies were used for contract services and support services. 
Would you be willing to appear before that Subcommittee and an-
swer all questions about that, let the Subcommittee members in-
quire about what that is about, where that money went, and who 
got that money, and follow up with additional written questions? 
We do that with every Federal department, really. Would you be 
willing to do that? 

Mr. CORDRAY. Senator, thank you for raising that issue again. 
The Ranking Member had mentioned it in his opening, and I did 
not get a chance to respond. 

The reason why we had so much money in contracts rather than 
personnel in our first year was that we did not exist as an agency 
before that. Much of the money was paid to the Treasury, which 
we were part of for the first year, and that we contracted with 
them for services. We continue to contract with them to piggyback 
on their IT service and other things as we are building an agency. 
Over time, that is diminishing and will continue to diminish. 

We also have published detail about our specific contracts—what 
they are, amounts—and I have been happy to provide that to this 
Committee. If the notion were that we provide it to a different 
Committee, we could consider that. 

Senator JOHANNS. Yes. I am running out of time here, but this 
is only part of the essence of our concern, and I think it is legiti-
mate. I think we have a right as United States Senators to probe 
into this kind of information because it is important that we be 
able to tell our taxpayers, our constituents, ‘‘Do not worry. This 
money is being spent wisely and thoughtfully and carefully. And 
we have dug into it, and we can say that.’’ That is what we are 
thinking about. 

Mr. CORDRAY. It is this Committee that has had the opportunity 
to do that, and we are quite welcoming of that, and we understand. 
As I said at the beginning, I served in the legislature in Ohio. I 
appreciate and understand the importance of congressional over-
sight. I think it is a meaningful check on our agency. I do not take 
it lightly when I sit in this chair and answer your questions, when 
deal with questions for the record, or when we brief your staff. We 
try to be as transparent as we can, and as we have grown as an 
agency, we are able to do that more. We are completely committed 
to doing that. 

Senator JOHANNS. Thank you, Mr. Cordray. 
Chairman JOHNSON. Senator Brown. 
Senator BROWN. Thanks, Mr. Chairman. 
Ms. White, I have a number of questions, if you would try to do 

yes or no on the first two or three, because they are pretty simple 
questions. 

When you were U.S. Attorney, my understanding is you con-
sulted Bob Rubin and Larry Summers when considering whether 
to bring charges against financial firms. Is that correct? 
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Ms. WHITE. I actually consulted the Deputy Attorney General, 
who had Mr. Summers call me back. I was asking a factual ques-
tion. 

Senator BROWN. Did they reject the argument that institutions 
could not be prosecuted to the fullest extent of the law? 

Ms. WHITE. I would like to answer that yes or no, but I cannot. 
Essentially, I was seeking information based on an argument that 
had been made by the lawyers for the institution that I ultimately 
indicted as to whether an indictment of that institution would re-
sult in great damage to either the Japanese economy or the world 
economy, and the answer that I got back is I should proceed to 
make my own decision, which I took to mean that it would likely 
not have that impact. 

Senator BROWN. OK. I mean, policy seems to have changed. You 
had a moment ago said that—you talked about the SEC does not 
consider, you used the term ‘‘collateral consequences’’ to Senator 
Menendez’s question. And then in 2008, the Fed’s general counsel 
called the SEC to urge the Commission not to pursue full penalties 
against bailed out firm that had committed fraud. As a result, in-
stitutional investors, pension funds that provide retirement secu-
rity for working Americans, for example, ended up with less com-
pensation in the settlement. The New York Times affirmed that 
costs were shifted from Wall Street banks to working Americans. 

Was the SEC right to lower these penalties back in 2008? 
Ms. WHITE. I think what the SEC does do—they do not take col-

lateral—as I understand it, they do not take collateral con-
sequences into their charging decisions. But they do consider con-
sequences in their remedies. So that, for example, a corporate fine 
that, in effect, would have a grievous impact on innocent share-
holders is taken into account in terms of remedies that they seek. 

I do not know all the particulars of the example you are giving 
me, so I cannot respond any further than that. 

Senator BROWN. OK. We know today the banks are consider-
ably—the largest institutions are considerably larger than they 
were only 5 years ago. The largest six banks in this country now 
control—and Senator Vitter and I are working on this and some re-
sponses to the too-big-to-fail issue, how they control some 65 per-
cent of GDP when only 20 years ago it was less than a third of 
that. Senator Menendez mentioned Attorney General Holder’s com-
ments about concerned about the size of the institution and what 
prosecutorial action might do. 

Yesterday, Arthur Levitt, one of your predecessors, currently a 
policy adviser to Goldman Sachs, when asked about Attorney Gen-
eral’s comments, said, ‘‘I think he is right. There is no question 
these institutions are very unlikely to be the object of prosecu-
tions.’’ 

You have said that bringing criminal charges against corpora-
tions could harm employees. By that logic—and I have a couple of 
questions. First, do you agree with Attorney General Holder and 
Mr. Levitt? And if so, are we not creating by the logic of what you 
have said about bringing criminal charges on corporations harming 
employees, are we not creating a two-tiered system where we ex-
empt the biggest banks because they have the most employees and 
shareholders who could be affected from criminal prosecution? How 
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do you sort of reconcile that belief with your position that no firm 
is, as we say, ‘‘too big to jail’’? I understand that you do not have 
criminal authority, but where do you go with that. 

Ms. WHITE. I think, again, it is a factor that prosecutors are di-
rected to consider, and not just the impact on employees and share-
holders, innocent employees and shareholders, but the public inter-
est as well. And so, you know, I think we want our prosecutors 
making decisions in the public interest. Obviously, you do not want 
to have a two-tier standard for some institutions and not others. 
But I do think the deferred prosecution instrument, which has been 
used a great deal on a number of companies, was designed to be 
tough in terms of monetary sanctions, monitors, basically every-
thing but the charge itself that might cause what the prosecutor 
may consider to be negative and very undesirable collateral con-
sequences to the public interest. 

So, you know, I do not think you should—and I do not consider 
it to be a rule or even under the DOJ policy that, therefore, you 
cannot indict anyone. It is part of your consideration, and it should 
be part of the consideration, I think. 

Senator BROWN. Let me ask one other question. There was con-
cern, at least on this side of the Committee, I assume on both 
sides, of what people in this town call your ‘‘revolving door’’ from 
the firm to U.S. Attorney, back to the firm, back to U.S. Attorney, 
the firm, U.S. Attorney, and back to the firm, and now this. And 
nobody questions your integrity or your aggressiveness or your 
toughness. But could you just—we need some reassurance that 
when you have this job, that the culture you have come out of the 
last 10 years, I assume both socially and professionally, will allow 
you or perhaps make you better at—make that case. Answer this 
specific, if you can. What have you done over the last decade that 
ordinary investors—when you see the wealthiest in this country 
have done better and better and better, and most of America has 
not gotten a raise in the last 10 years, what have you done the last 
decade that ordinary investors can look and be assured that you 
will advocate for them? 

Ms. WHITE. I think to some extent they—and it is true of any-
one—they have to see what you do in the job, and in my case, I 
think they have a track record of when I was a prosecutor—— 

Senator BROWN. Well, over the last 10 years. 
Ms. WHITE. Well, I have been a lawyer over the last 10 years, 

and when you are a lawyer, you represent different kinds of clients, 
and you are ethically bound to represent them to the best of your 
ability, and I have done that. That does not change me as a person. 
It does not mean I embrace the policy thoughts of any of my clients 
in particular. And so I think the public investor should know that 
I am their advocate, that I have a very—and I say the track record 
because it is good to give them something concrete to look at. I 
think I was extremely, exceptionally aggressive against large insti-
tutions, against CEOs, senior executive types. And before I was 
that, I was in the private sector where I actually started. I actually 
started in the private sector. 

So after about the same amount of time in the private sector, I 
became U.S. Attorney and had that track record. I am the same 
person who—in this instance, if I am confirmed, the American pub-
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lic will be my client, and I will work as zealously as is possible on 
behalf of them. 

Senator BROWN. All right. Thank you, Ms. White. 
Chairman JOHNSON. Senator Coburn. 
Senator COBURN. Thank you. 
Mr. Cordray, I appreciated your visit in my office, and as I told 

you then, I think in your capacity you have done a great job. One 
question for you. Do you presently submit your data to 
USASpending.gov on how you spend your money? 

Mr. CORDRAY. I do not actually know the answer to that ques-
tion, Senator, but it is something I would be happy to explore with 
you or have my staff explore with your staff. 

I will say again that we started 2 years ago with just the begin-
nings of an agency—— 

Senator COBURN. Well, I am not critical. 
Mr. CORDRAY. I understand. 
Senator COBURN. I am just asking a simple question. Everybody 

in the Federal Government—everybody—is supposed to submit 
data so that the American people can see where the money is 
spent. And so one way of answering Senator Johanns’ question is, 
well, sure we will come discuss it because it has already been made 
public because the American people have a right to know where 
you are spending the money. And by Federal statute, as authored 
by President Obama and I, it is required of every agency to put 
their information and their spending on that site. 

So I would love to have an answer to that, and you do not have 
to answer it now. 

Mr. CORDRAY. I will get you an answer. 
Senator COBURN. And I have explained to you—and my positions 

are very similar to Senator Crapo’s in terms of the requirements 
on this position. I know we are divided as a Committee on that, 
and I will not spend any more time on it, but I will compliment 
you. I think you have done a wonderful job so far in carrying out 
your duties. 

Ms. White, I will announce today at this hearing that I am going 
to aggressively support your nomination. I enjoyed our visit. The 
more I find out about you, the more I like you, and the more I am 
proud that you have agreed to accept to fulfill this critical responsi-
bility. Thank you for doing that. 

Ms. WHITE. Thank you, Senator, very much. 
Senator COBURN. Thank you. 
Chairman JOHNSON. Senator Tester. 
Senator TESTER. Well, thank you, Mr. Chairman. And I just want 

to start with you, Ms. White, if I might. You have had a very inter-
esting and distinguished career. As Senator Schumer has pointed 
out, both as a prosecutor in the Eastern and Southern Districts of 
New York, you developed a reputation for dedication and tenacity, 
and I think these qualities have contributed mightily to your suc-
cess in taking down some pretty big dogs. 

You sent one of the most reputed mob bosses, John Gotti to jail 
for murder and racketeering. You led the charge, as Senator Schu-
mer said, against the Blind Sheik, the mastermind behind the 1993 
World Trade Center bombings. You not only put him behind bars, 
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but you connected the pieces to reveal that this was not a single 
event but, rather, an emerging trend, one that you saw firsthand. 

Your office also indicted Osama bin Laden for his role in bomb-
ing American embassies in East Africa at a time before most Amer-
icans had a clue who he even was. 

A major part of your success in the Southern District of New 
York in prosecuting these criminals was your ability to dig deep to 
understand how they operated, the dynamics of their networks, 
their organizations, and what their motives were. These were some 
of the most dangerous criminals that you put away. 

So first I want to thank you for what you have done protecting 
this Nation. Some have questioned your toughness as a regulator, 
whether you would be able to hold accountable those sorts of folks 
that you might have defended in the past. And I would actually 
view your experience and expertise as an asset. Why? Because if 
someone was going to commit a crime, my gut tells me that you 
might have a pretty good idea where the body was buried. It also 
tells me that, given the list of enemies you already have, you would 
not be too concerned about Wall Street. 

So could you tell me, Ms. White, how your expertise as a pros-
ecutor—because this question has been asked in many different 
ways this morning—how your expertise as a prosecutor will help 
you at the SEC, particularly as it relates to enforcement? 

Ms. WHITE. Thank you very much, Senator. I think it helps—I 
mean, I have extensive experience frankly from the public sector as 
a prosecutor and the private sector in investigating various things 
and trying to connect dots, trying to go up the chain to see whether 
there is evidence at high levels, and I really look forward to review-
ing the entire enforcement function and hopefully adding value 
there from my experience in both the private and public sector. 

Senator TESTER. If you saw wrongdoing with the folks that you 
regulate, would you have any hesitancy whatsoever going after 
them? Now, let me tell you where I am going with this. Senator 
Brown talked about the comments were made of too big to jail. 
Others talked about—I think it was you that talked about DOJ 
that has to consider collateral consequences. 

If I was a bad guy and wanted to take the consumers for a ride, 
I would design my bank, my financial institution, so that you could 
not prosecute them. 

Do you see any reason out there why you would not prosecute 
regardless of how big they are? 

Ms. WHITE. Again, from the SEC perspective, I do not. 
Senator TESTER. OK. You talked about in your opening remarks 

your goals, Dodd-Frank, JOBS Act as far as the rulemaking goes, 
specifically Regulation A plus, which does not have any statutory 
deadlines. Could you just talk to me about—and we all talked 
about the first day you are in, you have got all this stuff to do. 
Could you just tell me how you are going to move that to the top 
of the list? 

Ms. WHITE. I think that it is, again, something that—whether a 
deadline or not—— 

Senator TESTER. Yes. 
Ms. WHITE. And, again, the SEC has obviously been given a 

daunting list of rulemaking to do. I recognize that. But I think all 
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of them have to proceed—the work streams have to be such that 
they all get done. 

You know, again, I come back to maybe I am not a naive person, 
but, you know, I think it has to be done. Some are easier to do than 
others as well, and there is no reason to hold them up. 

Senator TESTER. Good. Well, I think that if there is some atten-
tion paid to them, which I have the clear indication that you are 
going to pay some attention to them, that those rules will be forth-
coming in much better order than they have in the past. 

Rich Cordray, first of all, I want to thank you for what you have 
done. I think you have done some good work. I want to talk about 
something that has been pointed out to me from Indian country in 
tribal communities. And I believe there is a Memorandum of Un-
derstanding with the Navajo Nation at this point in time with you. 
These tribes have a unique relationship, and I should have asked 
Senator Brown when he was here whether there are any Indian 
reservations in Ohio or not, but there are many in Montana. And 
President Obama issued an Executive order mandating that agen-
cies create and maintain a formal consultation policy with Native 
American tribes. I think it is very important from my perspective. 
This consultation is critically important as we deal with Govern-
ment-to-Government relationships. And I appreciate the outreach 
CFPB has done. 

I just wondered: Have you initiated a formal consultation policy 
for Native American governments? 

Mr. CORDRAY. We are doing that, Senator. In fact, we have been 
doing a lot of outreach to the tribal communities and understand 
that they have particular needs as consumers and deserve protec-
tion. As you say, we recently entered into a Memorandum of Un-
derstanding with the Department of Justice and the Navajo Na-
tion. We have done a lot of consultation with them over the par-
ticulars of the Cobell settlement, making sure that everyone is vigi-
lant about potential scams and frauds around that money coming 
to the tribal community. We treat the tribes as sovereign entities, 
and we are working with them through our Office of Intergovern-
mental Affairs. 

If I could, Mr. Chairman, my staff, who always know more in the 
aggregate than I do as an individual, does inform me that the an-
swer to Senator Coburn’s question is yes, we do submit information 
to USASpending.gov. We will tell him that, but if you would pass 
that along, I would appreciate it. 

Senator TESTER. That is good. I want to follow up on the con-
sultation. 

Mr. CORDRAY. Yes. 
Senator TESTER. You said you were in the process of developing 

a formal consultation policy or you have developed a formal con-
sultation policy? 

Mr. CORDRAY. We have been in the process of having informal 
consultation and are working toward a formal consultation policy. 
We would be happy to follow up further with you, Senator, about 
what you would like to see in place. 

Senator TESTER. I would love that. When do you anticipate—or 
can you tell me when you will have a formal consultation policy for 
Indian country? 
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Mr. CORDRAY. Based on your interest in it, I would say shortly. 
Senator TESTER. OK. Thank you. 
[Laughter.] 
Senator TESTER. Thank you very much. 
Thank you, Mr. Chairman. 
Chairman JOHNSON. Senator Toomey. 
Senator TOOMEY. Thank you very much, Mr. Chairman. 
I would like to direct my questions to Ms. White. Thank you very 

much for being here. Thanks for taking the time to meet last week 
in my office. I enjoyed our discussion, and I appreciated that. 

First, just a quick follow-up on the rulemaking regarding Reg A 
in particular of the JOBS Act. I know from both your testimony 
today and our discussion last week that you have made it clear 
that that is going to be a priority to get that done. I would just 
want to underscore how important that is now that we are almost 
a full year past the adoption of the JOBS Act. And unlike some of 
the regulations, rulemaking, such as some that come from Dodd- 
Frank, the Volcker Rule being a case in point, that are incredible 
difficult, perhaps in my view impossible, Reg A is not like that. It 
is really straightforward and simple. 

So I hope you will use the very simplicity as a criteria for moving 
it up the list of priorities so that we could get that done soon. Do 
you expect that to be something that we could expect to see move-
ment on in the very near future? 

Ms. WHITE. I appreciate your comment on that and our discus-
sion, and I will not predict a time, but I will say that it strikes me 
as one that can be moved, and I am committed to moving every-
thing as quickly as possible. But, again, as I said, some are easier 
to move and faster to move than others. 

Senator TOOMEY. And that would be one of them. 
Ms. WHITE. Yes, at least from the outside looking in, without 

question. 
Senator TOOMEY. Great. Thank you. 
I would like to follow up a little bit also on the discussions about 

money market funds, and you mentioned earlier that you recognize 
the importance of the product. I wonder if you could just under-
score the importance, especially to the commercial paper market, 
the marketplace that provides so much liquidity and funding that 
is such an important source for investors, and the fact that there 
is no obvious alternative, certainly not in the short run, to the 
money market funds as the vehicle through which this occurred. Do 
you agree with that summary? 

Ms. WHITE. I do, Senator. Again, as I said, I have not had the 
opportunity to discuss, the internal discussions with the SEC, with 
my fellow Commissioners or the staff, but I have studied this issue, 
and I agree with your comments. 

Senator TOOMEY. And, again, you alluded earlier to the notion 
that since this is the area of jurisdiction and expertise of the SEC, 
it makes sense that the SEC would be responsible for the rule-
making. I make no secret about my view that the FSOC has put 
a lot of pressure, external pressure on the SEC, and I worry that 
the Commission might consider doing something in response to 
that pressure more than response to the needs of the industry. And 
I am just wondering if you could assure us, since you will have a 
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seat on the FSOC as well as being the head of the SEC, your views 
on the importance of the SEC handling this. 

Ms. WHITE. Yes. It is an investment product. It is where the SEC 
has expertise, and I think they should take the lead. I think FSOC 
has been, from what I have been briefed on, a very useful forum 
for bringing the different regulators together on different issues. 
But with respect to the rulemaking here, I would certainly like and 
expect to see it come from the SEC. 

Senator TOOMEY. Thanks. Furthermore, with respect to money 
market funds, I think you and I share the view that taxpayers 
should not be at risk of bailing out a money market fund. And if 
a money market fund were to fail, it should fail. The investors 
should bear that risk, but taxpayers should not. Do you agree with 
that general principle? 

Ms. WHITE. Well, I guess I go back to the history in 2008 where 
you had the breaking of the buck of the Reserve Primary Fund, 
and Treasury did step in to really guarantee the share price, which 
was to stop a run on the funds. You do not want to get to a run 
on the funds, I think. But I guess, you know, the reason that this 
is such a significant issue is to try to ensure, while preserving the 
product, that you do not run that risk going forward. 

Senator TOOMEY. Well, right, and I know you are very well 
aware that that incident happened in the context of a global finan-
cial meltdown. It was not caused by, it was not particularly con-
centrated in the money market funds. There were more serious and 
acute problems in other sectors as well. I think that is important. 
I also think it is important to note that throughout 40 years this 
has been an extraordinarily safe and sound product. 

But here is the question I have for your specifically. Is it your 
view that the role of the SEC is to make it impossible for a money 
market fund to break the buck? 

Ms. WHITE. I think it is the role of the rulemaking to guard 
against—while preserving the product, you know, to guard against 
the systemic risk. I am not trying to be not responsive to the ques-
tion, but I think that is—— 

Senator TOOMEY. But that is different than making it impossible 
for an individual fund to break the buck. 

Ms. WHITE. It is probably hard to make anything impossible. 
Senator TOOMEY. But that should not be the goal of the—see, my 

point is that the goal is to make sure investors are aware of risks 
that they are taking, but that this is an investment that does carry 
some level of risk and that that is OK. 

Ms. WHITE. I mean, there certainly is—you know, there are risks 
with a lot of products, investment products, risk is inherent in that. 
Again, I think the focus is on preserving that, but also dealing with 
the possibility of the systemic risk and run on the funds. 

Senator TOOMEY. OK. Well, I see I am out of time, but I do have 
some follow-up questions I will probably send to you. Thank you. 

Chairman JOHNSON. Senator Hagan. 
Senator HAGAN. Thank you, Mr. Chairman. To both of our wit-

nesses, thank you for being here today. 
Mr. Cordray, I think you are doing a very good job. I look for-

ward to supporting your confirmation. I also want to say thank you 
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to your family—your wife and your two children—who are here 
today. 

Ms. White, I appreciate you coming by my office to meet me. I 
am extremely impressed by your record as a prosecutor, and I look 
forward to you returning to public service. In your testimony, you 
mention investing in technology to keep pace with the markets. 
Can you discuss how a robust budget for the SEC would help 
achieve that goal? 

Ms. WHITE. I think it is critical. I mean, today’s technology is not 
tomorrow’s, first of all, so it is very important for the SEC to be 
well funded for technology and some of—we are under a continuing 
resolution, as I think folks know, and, you know, a lot of those dol-
lars that we do not have would have gone into technology. So that 
worries me. 

I also think it is a great investment of monies to hire more ex-
perts, market experts into this space so we really stay on top of 
what is the present-day market, the complexity of it, the speed of 
it. And so, you know, those funds are needed. 

Senator HAGAN. Thank you. The FSOC has tasked the Office of 
Financial Research (OFR) with analyzing the potential risks to fi-
nancial stability, if any, that may be posed by the asset manage-
ment industry. Given that the SEC is the expert and primary regu-
lator in overseeing the asset management industry, would you 
share with me your initial thoughts on how to ensure that the SEC 
plays a central role in this effort? 

Ms. WHITE. Thank you, Senator. My understanding is that the 
SEC is in active discussions with the Office of Financial Research 
on precisely that subject so that the SEC’s expertise in that indus-
try is brought to bear. That is something that, if confirmed, you 
know, I also want to learn more about. 

Senator HAGAN. OK. On February 1st of this year, the SEC’s Ad-
visory Committee on Small and Emerging Companies unanimously 
approved a recommendation to the SEC to initiate a pilot program 
to increase the tick sizes for securities of smaller companies. The 
SEC also hosted a February 5th Roundtable on the topic. 

What are your views on a pilot program that would increase this 
tick size for small and mid-cap companies, or stocks? What are the 
pros and cons of a pilot program? 

Ms. WHITE. Again, this is something that, as I understand it, is 
under active consideration by the staff following that roundtable. 
I think, again, I have to be read into that before I reach a final 
conclusion, but clearly it is a priority to focus on that issue as well 
as just the small and mid-sized companies in general and to at 
least approach the issues with one size does not necessarily fit all, 
and we want obviously more liquidity for these smaller and mid- 
sized companies, and decimalization is a part of that, the size of 
the spread is part of that. 

Senator HAGAN. The pilot program is going to be considered. Is 
that correct? 

Ms. WHITE. My understanding is that the SEC is considering 
doing that based on the recommendation and the decimalization 
roundtable. 

Senator HAGAN. OK. And do you know how big that would be? 
Ms. WHITE. I do not. I would be happy to follow up. 
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Senator HAGAN. OK. That would be good. 
Thank you, Mr. Chairman. 
Chairman JOHNSON. Senator Moran. 
Senator MORAN. Mr. Chairman, thank you very much. Mr. 

Cordray, Ms. White, thank you for joining us today. 
I think in listening to Senator Toomey and my colleague from 

North Carolina, the topics that I wanted to address with you, Ms. 
White, have at least been addressed. But I want to add my empha-
sis. 

One of the issues that Senator Warner and I have tried to cham-
pion is startup companies, trying to make certain that we create 
an entrepreneurial environment in the United States that advances 
the opportunities for folks with an idea to pursue those ideas and 
perhaps have a greater potential for success, and in the process of 
pursuing their success, create job opportunities for Americans. And 
both the topics that seem important to me is this tick size issue 
that you just were addressing, as well as the crowdsource funding 
that Senator Toomey pursued with you. And, again, you indicated 
in your testimony that you were going to pursue rulemaking, you 
would do it as quickly as possible. I want to indicate how important 
that is. I wanted to know if you have any serious reservations 
about crowdsource funding that would suggest that you would find 
fault with the process that Congress has instructed you to pursue. 
In other words, is there a philosophical or an economic reason that 
crowdsource funding, a consumer protection issue, that it bothers 
you that would delay? If you are confirmed and you are making 
these rules, would you be opposed to this outcome? 

Ms. WHITE. Senator, thank you for the question. I know that a 
lot of people are very excited about this happening, crowdfunding. 
The SEC is always concerned about investor protection, and should 
be and is, and I would be throughout my tenure, if confirmed. 
There are some protections built into the crowdfunding mandates, 
and so, you know, I think that we would want to maximize those. 

I also think we want to be sure that, following these rules that 
may come out on crowdfunding as well as some of the others, we 
are monitoring what is happening in the marketplace so that if 
there is—were there to be fraud or some other events that are oc-
curring that needed to be addressed, that we are on top of it after 
it is out the door. And I know the staff of the SEC is focused on 
that, the Enforcement folks are, should that happen so that those 
investor protections can be taken care of, you know, after the rule-
making is completed. 

But, again, I understand the priority that you put on it, and we 
will turn to that as well. 

Senator MORAN. Do you know of any specifics at the SEC of con-
cerns and why this is taking so long, any specifics about that? 

Ms. WHITE. I do not, Senator. I do not. 
Senator MORAN. And let me ask you—I think it is a similar ques-

tion to what I have already asked but in a different way—if you 
were a Member of Congress and this issue was before you, would 
you have been supportive or opposed to this concept of 
crowdfunding? 

Ms. WHITE. I mean, that is a much harder question for me to an-
swer. I think with respect to, frankly, you know, a number—wheth-
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er it is Dodd-Frank or the JOBS Act, you know, what I might have 
done as a legislator had I been fully read into it, I cannot really 
answer. But as a regulator, it is my mandate to carry out that rule-
making. Congress has made a policy judgment to do it expedi-
tiously, and obviously as well and as smartly as possible. 

Senator MORAN. While I would have been happy for an answer 
to the question about what you would have done, you did answer 
the question in the way that I was hoping that you would answer 
it, which is, ‘‘It is my responsibility to implement the laws as Con-
gress has determined.’’ And I am not putting words in your mouth. 
Is that true? 

Ms. WHITE. You are not putting words in my mouth. You said 
it better than I did. 

Senator MORAN. And then on tick size, there are lots of IPOs, ac-
cess to capital that see this as an opportunity for an improvement 
in that access to capital, and any reservations you have, I think 
you have pretty well described your thoughts about this with Sen-
ator Hagan. 

Ms. WHITE. I think the thought of the pilot program would be to 
sort of see how it works with, you know, various spreads in various 
stocks so that you get more information before finally deciding, you 
know, what is optimal. This is one that, again, I need to be read 
into further, but at this point I do not have a reservation. 

Senator MORAN. Would you confirm that my understanding is 
correct, which is the SEC conducted a roundtable. It is now at the 
staff level. Following that roundtable, they indicated—this is, I 
guess, the question: Did they indicate that there is going to be a 
pilot program or that has not yet been determined? 

Ms. WHITE. I do not know whether they have indicated it pub-
licly, but clearly that was the discussion at the roundtable. It is 
under consideration by the staff, but I do not know that they have 
said anything publicly about a next step. They may have. I just 
may not know it. 

Senator MORAN. Well, I really do believe that we can unlock lots 
of opportunities for Americans in job creation, and your job is an 
important one, and the regulatory environment, finding the right 
balance matters. And consumer protection obviously is important, 
but also the opportunity to create jobs for Americans is exceedingly 
important. And I would encourage you in both of these instances 
to act prudently, but to act prudently quickly. 

Ms. WHITE. Understood, Senator. 
Senator MORAN. Thank you. 
Ms. WHITE. Thank you. 
Senator MORAN. Mr. Chairman, thank you. 
Chairman JOHNSON. Senator Warren. 
Senator WARREN. Thank you, Mr. Chairman. 
Thank you both for being here. I am not going to have any ques-

tions for Director Cordray since you have already testified 12 
times. CFPB officials have testified more than 30 times. You have 
been an open book. I think there has been a lot of transparency, 
and you have won widespread praise for both your balance and 
your judgment. 

But I do have questions. What I want to know is why since the 
1800s have there been agencies all over Washington with a single 
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Director, including the OCC; but unlike the consumer agency, no 
one in the U.S. Senate has held up confirmation of their directors, 
demanding that the agency be redesigned. 

What I want to do know is why every banking regulator since 
the Civil War has been funded outside the appropriations process, 
but unlike the consumer agency, no one in the U.S. Senate has 
held up confirmation of their directors, demanding that that agency 
or those agencies be redesigned. 

And what I want to know is why there are agencies all over 
Washington whose rules are final, subject to the ordinary reviews 
and oversight, while the CFPB is the only agency in Government 
subject to a veto by other agencies, but unlike the CFPB, no one 
in the U.S. Senate holds up confirmation of their directors, de-
manding that those agencies be redesigned. 

From the way I see how other agencies are treated, I see nothing 
here but a filibuster threat against Director Cordray as an attempt 
to weaken the consumer agency. I think the delay in getting him 
confirmed is bad for consumers, it is bad for small banks, it is bad 
for credit unions. It is bad for anyone trying to offer an honest 
product in an honest market. 

The American people deserve a Congress that worries less about 
helping big banks and more about helping regular people who have 
been cheated on mortgages, on credit cards, on student loans, on 
credit reports. I hope you get confirmed. You have earned it, Direc-
tor Cordray. 

So my questions are for Ms. White. Thank you very much. We 
have gotten a sense of you as a rule writer, and I am glad that is— 
I mean as a prosecutor, but I want to ask a couple of questions 
around rule writing, and actually I am going to start in the same 
place many of my colleagues have, and that is to talk about the 
things that have not yet been done. In fact, I will just make a little 
note here. The consumer agency has met virtually all of its rule- 
writing deadlines. The SEC has missed about half of them so far. 

But everyone has been highlighting the rules that they want to 
make sure that you focus on. I just want to draw a line under four 
of them that the SEC has not yet written any rules for. 

There are still no rules for credit rating agencies that took money 
to sign off on risky deals that crashed the economy and still oper-
ate with big conflicts of interest. 

There are still no rules from the SEC to deal with the derivatives 
that were right at the heart of the financial crisis. 

There are still no rules from the SEC to protect the counties and 
towns that were cheated. 

There are still no rules from the SEC to require disclosure of 
CEO pay relative to regular employees’ pay. 

So if people are going to talk about priorities, I certainly hope 
that those are all near the top of your list. 

But one other thing I want to ask you about rule writing, be-
cause it came up earlier in the discussion, is the economic analysis 
or the cost/benefit analysis. You know, it is fairly easy to measure 
the costs of implementing a regulation. But what about the costs 
of underenforcing the rules? So what are the costs of people being 
cheated on mortgages and credit cards? What are the costs when 
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money launderers are not prosecuted? What are the costs when big 
financial institutions crash our economy? 

So my question is: How do you make sure that when we are talk-
ing about cost/benefit that the costs not just of enforcing regula-
tions but the costs of underenforcing those regulations is also ac-
counted for, Ms. White? 

Ms. WHITE. I appreciate the question. I think it also relates to 
measuring the benefits. I think it is kind of at least a similar issue, 
if not the same. Again, one of the things, if confirmed, I want to 
do first also when I get to the SEC is to really bore into exactly 
how this is being done. I also have the concern, as we all do, even 
though in terms of having our rules upheld by the courts, that 
needs to happen as well. But I think we have to recognize that 
there are some benefits, the cost of underenforcement, that have to 
be analyzed on their terms; in other words, that, you know, you 
have to say if you cannot quantify, you say why you cannot quan-
tify. Or perhaps you do quantify, but you use a different parameter 
to do it. So I fully take your point. 

Senator WARREN. OK. Thank you very much. I see my time is 
up. 

Thank you very much, Mr. Chairman. 
Chairman JOHNSON. Senator Merkley. 
Senator MERKLEY. Thank you very much, Mr. Chair, and thank 

you to both of you for coming to testify. 
First I wanted to accentuate the comments that Senator Moran 

made over crowdfunding. That legislation here in the Senate was 
my legislation. It was focused on the fact that I go to town meet-
ings, I have been to over 160 of them in Oregon, and people really 
are looking for sources of capital to drive small business. So here 
is an incredible need for small business capital and a new, innova-
tive strategy for helping provide that source of funds, and the rules 
were supposed to be done in January, and we do not even have a 
draft yet. So how can something so important to the economy, so 
important to the success of small business, with folks on both sides 
of the aisle saying that small businesses really create jobs in Amer-
ica, how is it possible the SEC does not even have a draft com-
pleted at this point? 

Ms. WHITE. Well, I would go back to—and this is not offered by 
way of excuse, but the rulemaking that the SEC is undertaking as 
a result of Dodd-Frank and the JOBS Act truly is daunting. I 
mean, it truly is. 

On the other hand, I think, as I said in my oral remarks and my 
written testimony as well, these rules need to get out, and I need 
to figure out what work streams, additional work streams need to 
be put in place to do that. 

Senator MERKLEY. Thank you. Just take my remarks as an en-
couragement that something so important to the economy deserves 
to be near the top of the list. 

I want to turn to Director Cordray. Director, the CFPB is the 
only banking agency with decisions that are subject to the veto of 
its rulemaking powers by another agency. Is that correct? The 
FDIC does not have such a veto. The OCC does not have such a 
veto. The Fed does not have such a veto. 

Mr. CORDRAY. That is my understanding, Senator, yes. 
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Senator MERKLEY. Thank you. And the CFPB is the only banking 
agency with a capped budget? 

Mr. CORDRAY. That is correct. 
Senator MERKLEY. OK. These are extraordinary, then, measures 

related to the CFPB, and yet all we kind of hear about is the CFPB 
actually has fewer restrictions than other banking agencies. Why 
is there so much confusion among some of my colleagues on this 
point? 

Mr. CORDRAY. I do not know, Senator. 
Senator MERKLEY. Thank you. 
Something that you have been working very hard on with your 

agency is assisting veterans and seniors and home buyers with rel-
evant financial information. Have the veterans, seniors, and home 
buyers found that financial information to be of some use? 

Mr. CORDRAY. It has been a two-way street. I know that they 
have. There are changes that Assistant Director Petraeus has been 
able to achieve, such as taking account of Permanent Change of 
Station Orders and the kind of disruption that creates in the lives 
of servicemembers and their families, and making sure that they 
have additional protections for those. 

It is also the case that all of those discussions have brought back 
ideas and thoughts to us about how we can better deliver more ef-
fective protections for the unique circumstances of active-duty 
servicemembers, the strains it puts on their family, and as they be-
come veterans and graduate out of the service, peculiar needs that 
they have as consumers. That has been a high priority for us. I 
want to thank the Congress for the work they did on the Military 
Lending Act at the end of last year. We are working with the De-
fense Department and the other agencies to implement that appro-
priately and effectively, and we will continue to do that work. It is 
an important focus for the agency. 

Senator MERKLEY. Well, thank you. I can tell you I am hearing 
nothing but praise back home from veterans’ groups and senior 
groups for the type of work that you are doing. 

Another thing that CFPB is doing is a research-driven approach 
on financial literacy. For example, there is a whole host of financial 
literacy programs. Which ones actually work? I understand you are 
researching that. Consumer disclosures, what the format for con-
sumer disclosures is actually of use to consumers? This is ongoing 
research. I do not know that you have published findings yet. But 
I think it is a great idea. Do you think it is going to have consider-
able promise in helping us understand better how to provide finan-
cial literacy or provide consumer protections that are at the right 
place at the right moment? 

Mr. CORDRAY. We are convinced that it will. It has been part of 
the leadership of the Consumer Financial Protection Bureau since 
we first were created that Know Before You Owe is an important 
principle, and that we need to rethink some of the assumptions in 
this field from the past, such as extensive, long, protracted disclo-
sures were somehow good for consumers when, in fact, they often 
defeated consumers’ abilities to understand or their willingness to 
wade through. 

We have published a proposal, and we will be finalizing Know 
Before You Owe provisions for mortgages later this year. We have 
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voluntary efforts underway with industry at the moment on credit 
cards that we are pursuing. And we have Know Before You Owe 
efforts on student loans, which are very important and are part of 
our Paying for College Module, which is now up on our Web site 
and we are going to be promoting heavily over the next month as 
people come to making decisions about higher education. They and 
their families find those difficult and confusing at times. 

Senator MERKLEY. Thank you. My time is up, so I just want to 
note that all of these things are making families stronger, more 
successful. That is incredibly important. We should not be meas-
uring the success of the American economy, if you will, simply by 
GDP but by how many families have living-wage jobs and how 
many families have the financial foundations to have a quality life. 
And I think your agency is playing an incredibly important role 
under your leadership in making that happen. 

Thank you. 
Mr. CORDRAY. I appreciate that, Senator. 
Chairman JOHNSON. Senator Schumer. 
Senator SCHUMER. Thank you, Mr. Chairman. I want to thank 

both witnesses. I have no questions for Mr. Cordray. I just fully 
support your nomination, and I do find it anomalous. You are in 
the same boat as some of our people on the D.C. Circuit. People are 
opposing you not because of you but because they do not want the 
body to which you are nominated to function properly. And it is 
something brand new, and I hope it is something people will recon-
sider. 

I have two quick questions for Mary Jo White. First, on credit 
rating agencies, as part of Dodd-Frank there was a bipartisan 
amendment led by Senators Franken, Wicker, and myself, and it 
gave the SEC authority to issue regulations rooting out conflicts of 
interest in credit ratings for structured products. The amendment 
passed on the Senate floor with 64 votes. It was bipartisan. Rank-
ing Member Crapo voted for it. So did 10 other Republicans. 

So it is now 21⁄2 years later, and the Commission has not used 
the authority. I understand the Commission is going to be hosting 
a roundtable on the topic in May. It is my hope that the Commis-
sion will then quickly proceed to a rulemaking as Dodd-Frank au-
thorizes you to do. 

Will you make it a priority to exercise the Commission’s author-
ity under Dodd-Frank to address the conflicts of interest in rating 
of structured products? 

Ms. WHITE. I will, and I think it is an extremely important issue. 
Senator SCHUMER. Good. That is all I can ask. 
Second question: As you know, because you and I have discussed 

this previously, I am very interested in a rule proposal before the 
Commission enhancing the ability of retail investors to access 
proxy materials and actually vote their shares. We all know that 
that does not happen enough. It is called the ‘‘investor mailbox pro-
posal’’ or the ‘‘enhanced brokers’ Internet platform.’’ 

Can you state for the record whether you support this proposal? 
Ms. WHITE. There is a tremendous amount of support for it, and 

as we discussed privately, it is a very, very good idea. I think the 
rule, the proposed rule, is still pending, but it is an excellent idea. 

Senator SCHUMER. You would make that a priority? 
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Ms. WHITE. I would. I would. 
Senator SCHUMER. Thank you. 
Mr. Chairman, the old maxim is, ‘‘Quit while you are ahead.’’ 
[Laughter.] 
Chairman JOHNSON. Thank you, Ms. White and Mr. Cordray, for 

your testimony and for your willingness to serve our Nation. Please 
submit your answers to the written QFRs as soon as possible so 
that we can move your nomination in a timely manner. 

This hearing is adjourned. 
[Whereupon, at 11:56 a.m., the hearing was adjourned.] 
[Prepared statements, biographical sketches of nominees, re-

sponses to written questions, and additional material supplied for 
the record follow:] 
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PREPARED STATEMENT OF RICHARD CORDRAY 
NOMINEE FOR DIRECTOR OF THE CONSUMER FINANCIAL PROTECTION BUREAU 

MARCH 12, 2013 

Chairman Johnson, Ranking Member Crapo, and Members of the Committee, I 
am honored to be here once again as the nominee to serve as the Director of the 
Consumer Financial Protection Bureau. I am grateful to the President for the con-
fidence he has shown in me and for giving me the opportunity to continue serving 
our country in this role. If confirmed, I pledge that I will do all I can to carry out 
and enforce the law that Congress passed to protect consumers and help consumer 
financial markets emerge from the devastating financial collapse of 2007–2008. 

Over the past 2 years, I have come to understand how your Committee exercises 
great responsibility for managing legislation that affects the lives of all Americans. 
I am in earnest in saying that it is a pleasure to appear before you frequently in 
my current role, and we have seen that our relationship can be cooperative and 
fruitful. If confirmed, I look forward to working closely with each of you to pursue 
the common goal that we share: to see that the people and families whom we serve 
are treated fairly in the essential marketplace for consumer finance. 

I am also glad once again to have my wife Peggy and my twins Danny and Holly 
here with me today. Like many of you, I commute back and forth from a long dis-
tance to do this work. My family has been willing to make real sacrifices, without 
complaint, because they believe in what I am doing to serve our country. They know 
how deeply I care for them and depend on their steadfast support. 

From childhood, my parents taught me the value of work that seeks to improve 
the lives of others. My Dad, Frank, who just turned 95 last month, spent his entire 
career in programs that served children and adults with developmental disabilities. 
My Mom, Ruth, who died of cancer when I was in college, founded the first foster 
grandparent program for the developmentally disabled in Ohio, in addition to doing 
all the many and various things that a mother does to raise three rambunctious 
boys. 

My approach to the role of Director is deeply informed by their influence. It is 
also deeply informed by more than two decades in public service. After completing 
degrees in political theory, economics, and law, I worked as an attorney in the pri-
vate sector with individual and business clients. During that time, I was in and out 
of public service, including a brief stint in the Ohio legislature where I first became 
involved in consumer protection law. In 2002, however, my life took a different di-
rection when I became the Franklin County Treasurer. 

The job required me to develop managerial skills and knowledge needed to run 
a financial office and safeguard public funds. But there was also another, very sig-
nificant dimension of this work. From the beginning, I set out to collect millions of 
dollars from those who were evading paying their property taxes, and in doing so 
to protect all the law-abiding taxpayers and businesses who faithfully find a way 
to meet their obligations. 

As I went about that task, I was deeply impressed by the importance of consumer 
finance issues and the growing difficulties they posed for families and households. 
Although I found that many delinquent taxpayers were not willing to pay their 
share until we moved aggressively to enforce the law against them, I also found 
something different and noteworthy: Many others did not want to be in trouble, and 
wanted to pay their share, but were in tough circumstances through no fault of their 
own. Sometimes it was because of the loss of a job. Other times it was because of 
a death or serious illness in their family or because of a divorce that heaped on the 
added expense of running two households instead of just one. 

Out of these experiences, I developed a resolve to address these kinds of financial 
difficulties that confront our communities. I quickly learned that there is no such 
thing as a one-size-fits-all solution as we seek to aid those who want to do the right 
thing and, when necessary, to thwart those who seek to take advantage of others. 
On a variety of issues, we experimented with new approaches, and sought partner-
ships with a wide array of stakeholders. We were successful in pushing for a new 
law requiring high school students to receive personal finance education before they 
could graduate. As we saw the foreclosure crisis wreaking havoc in many neighbor-
hoods, we created a ‘‘Save Our Homes’’ task force to bring together businesses and 
banks, nonprofits, and Government, to work together in assisting people who were 
just frantic not to lose their homes. 

Later I became the State Treasurer. In that position, it was my primary duty to 
protect the public’s money during the financial crisis, a job I fulfilled by steering 
clear of risky investments. In addition, I continued to work on consumer issues. We 
expanded the ‘‘Save Our Homes’’ program into a statewide effort, and I cochaired 
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a task force to work with mortgage servicers on a voluntary basis to seek fair treat-
ment of their customers. The Chief Justice of the Ohio Supreme Court and I teamed 
up to start a foreclosure mediation program in the courts. And we implemented the 
new personal finance education law by developing a curriculum and training hun-
dreds of teachers. 

Another major initiative during my time as Treasurer was the dramatic expansion 
of a low-interest loan program designed to help small businesses create jobs and to 
help farmers obtain needed funds on an affordable basis. We went out of our way 
to make this initiative available to the community banks that make credit available 
to borrowers and form the backbone of our smaller and medium-sized towns. All of 
this work reinforced for me how creative strategies can be beneficial to both con-
sumers and honest businesses. 

Before coming to the Bureau as the chief of Enforcement, I also served as the 
Ohio Attorney General. There, we took on sweepstakes scams and other frauds tar-
geting the elderly. We pursued many actions against foreclosure rescue scammers 
who were reaching into the pockets of desperate people in an effort to steal what 
little remained as they sought to keep their homes. And where necessary, we pur-
sued those mortgage servicers who, despite strong warnings, repeatedly violated 
consumer protection laws. 

As Ohio’s Attorney General, I instituted an early warning policy of notifying par-
ties and giving them a chance to tell us their side of the story before we filed a law-
suit. On a number of occasions, this policy allowed us to resolve issues without 
going to court. 

At every stage of our work, I believed—and I believe today—that law enforcement 
which is evenhanded, fair, and reasonable not only protects consumers, but also sup-
ports what I call the honest businesses in two key ways. First, the businesses that 
cheat can gain a significant and unfair advantage, and law enforcement protects 
honest businesses against the cheaters. Second, keeping the marketplace clean en-
sures consumers are treated fairly and gives them confidence they need to partici-
pate in that market. 

These are the experiences that brought me in January 2011 to the Consumer Fi-
nancial Protection Bureau. When I became director 1 year later, I resolved to do 
everything in my power to make the Bureau accountable to American consumers, 
to American businesses, and to the Congress. 

As the economy recovers, we want people to know they now have a new agency 
standing on their side, looking out for their interests, to help restore their con-
fidence in the consumer financial marketplace. So far, even though our work is still 
in its early stages, we have been busy addressing some of the most critical problems. 

For the largest single consumer financial market—the mortgage market, worth 
trillions of dollars—we have adopted new rules to ensure that the excessive and ir-
responsible practices that helped precipitate our Nation’s financial calamity cannot 
be repeated. These rules protect people shopping for a loan from being saddled with 
something they cannot afford. They protect existing homeowners from getting the 
runaround and being hit with surprises by their mortgage servicers. And, critically, 
they help struggling homeowners fighting to be responsible borrowers, pay back 
their mortgages, and avoid foreclosure. 

In the credit card market, we are implementing and overseeing the extensive posi-
tive changes that Congress made in the CARD Act. For consumers who have been 
deceived by credit card companies, we have worked closely with our fellow regu-
lators to put $425 million back in consumer’s pockets, with more to come. 

In the student loan market, we have teamed up with the Department of Edu-
cation to create products like the Financial Aid Shopping Sheet, which helps stu-
dents understand how best to manage increasing levels of student loan debt. 

We also are developing and delivering powerful new tools for all consumers. For 
consumers who have felt disempowered by the convoluted rhetoric around many fi-
nancial products, we have harnessed the power of technology to deliver clear infor-
mation through our ‘‘Ask CFPB’’ tool, which is an interactive database of nearly 
1,000 answers to common consumer questions. 

Perhaps the most direct example of addressing problems in the consumer finance 
markets is our consumer response function. To date, we have already handled more 
than 130,000 complaints from people in every State around the country. Consumers 
have contacted us for help resolving specific problems they have experienced with 
consumer financial products and services, ranging from improper charges on credit 
cards to mortgage payments that were wrongly applied. Many of these complaints 
have been referred to us by you and your colleagues, and we thank you for that. 
Through our consumer response operation, we have helped return millions of dollars 
to consumers and have addressed many problems that had been frustrating your 
constituents for months or even years. 
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We have begun to fulfill our pledge of transparency around the work we are en-
gaged in. We are presenting information to the public about our Consumer Com-
plaint Database, which sheds new light on where customer service is falling short 
and how it can be improved. And we are building a National Mortgage Database 
that will allow researchers to track the long-term performance of this critical mar-
ketplace for consumer credit in ways not possible before. 

We are also experimenting with new methods of broadening public participation 
and heightening our accessibility in our rulemaking process. We have embarked on 
unprecedented efforts to assist industry in implementing our new rules. Our goal 
is to reduce the compliance burdens of implementation and help us better under-
stand how to write practical rules that deliver value for consumers. 

Along with these initiatives, we are responding to an explicit challenge that Con-
gress laid down for us by attacking the unique problems that confront special popu-
lations of consumers. In addition to our work with students, Assistant Director Skip 
Humphrey and his team are working to help older Americans get sound information 
and advice about their retirement finances. 

We have also become fierce advocates for servicemembers, veterans, and their 
families. Assistant Director Holly Petraeus and her dedicated team have helped se-
cure changes in mortgage programs to take account of permanent-change-of-station 
orders. They have also empowered servicemembers and veterans to make more in-
formed decisions about how to use their benefits under the GI Bill for the 21st Cen-
tury. And they have highlighted how consumer debt can adversely affect security 
clearances. 

So these are the kinds of issues that the Consumer Bureau is already addressing 
on behalf of the millions of American consumers from coast to coast, reflecting the 
full diversity of this great country. Of course, there is much more to be done in each 
of these areas, and we are determined to make more progress. Our essential work 
is to serve and protect consumers—our mothers and fathers, sisters and brothers, 
sons and daughters—all the people of this country who rely every day on the mar-
kets for consumer finance. They deserve a fair shake, and they deserve to have this 
agency standing on their side to make sure they are treated fairly. 

Mr. Chairman and Members of the Committee, thank you for your time and your 
consideration today. I will be glad to answer your questions. 
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PREPARED STATEMENT OF MARY JO WHITE 
NOMINEE FOR CHAIR OF THE SECURITIES AND EXCHANGE COMMISSION 

MARCH 12, 2013 

Chairman Johnson, Ranking Member Crapo, and Members of the Committee, it 
is my privilege to appear before you today as President Obama’s nominee to be the 
31st Chair of the Securities and Exchange Commission. 

There is no higher calling than public service. As the United States Attorney for 
the Southern District of New York for almost 9 years, I worked very hard on behalf 
of the American people investigating, prosecuting, and punishing those who com-
mitted crimes. From white collar criminals to terrorists—regardless of the com-
plexity of the case or the identity of the defendant—we always strove to do the right 
thing and to vigorously enforce the law. Today, I am honored by the prospect of po-
tentially returning to public service as the Chair of the SEC to help carry out its 
essential mission. 

While I served as United States Attorney, our office worked closely with the SEC 
investigating and prosecuting violations of the Federal securities laws by both com-
panies and individuals. Through that experience, I became a strong admirer of the 
expertise, independence, and commitment of the Commission and its staff. I fully 
appreciate the critical role the SEC plays as the primary regulator of our capital 
markets and as a strong advocate on behalf of investors. Today, in the wake of the 
financial crisis and in the midst of implementing the substantial legislative man-
dates of the Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd- 
Frank Act) and the Jumpstart Our Business Startups Act (JOBS Act), the SEC’s 
importance and scope of responsibilities are greater than ever. 

If confirmed, I will vigorously embrace and carry out the SEC’s mission to protect 
investors, maintain fair, orderly, and efficient markets, and facilitate capital forma-
tion. The SEC’s mission has a tri-partite mandate, but the component parts should 
not be viewed as in conflict with each other. It is the responsibility of the Chair and 
the Commission to take the long-term view, balance the objectives when necessary, 
and seek to fulfill all parts of its critical mission. Then, our markets can thrive and 
investors will be protected and benefit. 

As was true when Chairman Schapiro was first before this Committee in 2009, 
this too is a crucial time for the SEC. Although the worst of the recent financial 
crisis may be behind us, none of us can be complacent—least of all the SEC, which 
has faced a number of its own challenges. Under the leadership of Chairman 
Schapiro and Chairman Walter, the SEC has made significant strides to strengthen 
its examination and enforcement functions, improve its capacity to assess risks, and 
enhance its technology. Our markets, however, are continuously evolving, and the 
technology of today is most certainly not the technology of tomorrow. Fast-paced and 
constantly changing markets require constant monitoring and analysis, and when 
issues are identified, the investing public deserves appropriate and timely regu-
latory and enforcement responses. 

I am acutely aware that the position of Chair of the SEC carries with it heavy 
responsibilities and many challenges. But I commit to this Committee and the 
American public that, if confirmed, I will work tirelessly and do everything in my 
power to effectively lead the SEC in fulfilling its mission. Let me very briefly high-
light a few early priorities were I to be confirmed. 

First, I would work with the staff and my fellow Commissioners to finish, in as 
timely and smart a way as possible, the rulemaking mandates contained in the 
Dodd-Frank Act and JOBS Act. The SEC needs to get the rules right, but it also 
needs to get them done. To complete these legislative mandates expeditiously must 
be an immediate imperative for the SEC. 

With respect to rulemaking, rigorous economic analysis is important and should 
inform and guide the decisions that are made. Although challenging—particularly 
in the quantification of benefits—in my view, the SEC should seek to assess, from 
the outset, the economic impacts of its contemplated rulemaking. Such transparent 
and robust analysis, including consideration of the costs and benefits, will help en-
sure that effective and optimal solutions are achieved without unnecessary burdens 
or competitive harm. If confirmed, I would continue the efforts of the Commission 
to ensure that the SEC performs robust analysis in connection with its rules and 
in a manner that does not undermine the SEC’s ability to carry out its mandate 
to protect investors and our capital markets. 

Second, if confirmed, it will be a high priority throughout my tenure to further 
strengthen the enforcement function of the SEC—it must be fair, but it also must 
be bold and unrelenting. Investors and all market participants need to know that 
the playing field of our markets is level and that all wrongdoers—individual and 
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institutional, of whatever position or size—will be aggressively and successfully pur-
sued by the SEC. Strong enforcement is necessary for investor confidence and is es-
sential to the integrity of our financial markets. Proceeding aggressively against 
wrongdoers is not only the right thing to do, but it also will serve to deter the sharp 
and unlawful practices of others who must be made to think twice—and stop in 
their tracks—rather than risk discovery, pursuit, and punishment by the SEC. 

Third, the SEC needs to be in a position to fully understand all aspects of today’s 
high-speed, high-tech, and dispersed marketplace so that it can be wisely and opti-
mally regulated, which means without undue cost and without undermining its vi-
tality. High frequency trading, complex trading algorithms, dark pools, and intricate 
new order types raise many questions and concerns. Are they problematic for retail 
and noninstitutional investors? Do they result in unnecessary volatility, or create 
an uneven playing field? Or do these modern-day features bring benefits such as ef-
ficiency, price reduction, and healthy competition to our markets? Do they do all of 
these things? The experts and studies to date have not been consistent or definitive 
in their observations and findings about whether and to what extent harm is caused 
by the current market structure and practices. There must be a sense of urgency 
brought to addressing these issues to understand their impact on investors and the 
quality of our markets so that the appropriate regulatory responses can be made. 
If confirmed, I will work not only to ensure that the SEC has the cutting-edge tech-
nology and expertise necessary to enable it to keep pace with the markets and its 
responsibilities to monitor, regulate, and enforce the securities laws, but also to see 
around the corner and anticipate issues. 

There are, of course, many other important areas within the jurisdiction of the 
Commission: from money market funds to private fund advisers, from credit rating 
agencies to clearing agencies, from the appropriate standards and regulations gov-
erning the conduct of broker-dealers and investment advisers when providing in-
vestment advice to retail customers to how to make public issuer disclosures more 
meaningful and understandable to investors, to name just a few. If confirmed, I 
would focus on these and the many other challenges facing the SEC. 

In conclusion, it would be my privilege and honor to work with the men and 
women of the Commission and this Committee to help carry out the SEC’s mission. 
Thank you for considering me to serve in this capacity and for the opportunity to 
appear before you today. I would be happy to answer your questions. 
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RESPONSES TO WRITTEN QUESTIONS OF SENATOR CRAPO 
FROM RICHARD CORDRAY 

Q.1. For most of the rulemakings that the CFPB proposed since its 
inception, it claimed not to have sufficient data to conduct a thor-
ough cost-benefit analysis. Is the CFPB spending enough money on 
its research and market analysis? If so, what else can the CFPB 
do to ensure that it has sufficient information to conduct a thor-
ough cost-benefit analysis, as required by law? 
A.1. As specifically required by the Dodd-Frank Wall Street Reform 
and Consumer Protection Act (Dodd-Frank Act), the CFPB has con-
ducted analyses of the benefits, costs, and particular impacts of its 
rulemakings with the information that has been reasonably avail-
able to the CFPB. These analyses have been thorough and gen-
erally have been published for public comment before being final-
ized so that interested parties could submit additional information 
to the CFPB to enhance the analyses. When members of the public 
have submitted additional information, the Bureau has considered 
that information on the record in finalizing its analysis. 

The CFPB would prefer to have more data as opposed to less 
when analyzing regulatory impacts, but there are significant con-
straints on data availability. Where feasible and appropriate the 
CFPB has acquired data from third parties that have already col-
lected and compiled the data. But often data are not available for 
acquisition, and undertaking a new data collection could impose 
costs on private parties. The CFPB determines on a case-by-case 
basis whether the potential costs of a collection are likely to be jus-
tified by the potential benefits. The CFPB also has to consider 
whether the data can be acquired or collected in time to meet stat-
utory deadlines, which is an important constraint. Certain collec-
tions cannot even be commenced (let alone completed) until after 
a months-long process to obtain approval for the collection under 
the Paperwork Reduction Act. Nevertheless, the Bureau will con-
tinue to work to ensure that it has sufficient information to conduct 
the analyses required by law. 
Q.2. CFPB’s mortgage servicing rule amended RESPA to expanded 
mortgage servicers’ obligations. Since RESPA has a private right of 
action, consumers will now have a Federal private right of action 
against a servicer for any alleged failure to engage in proper loss 
mitigation. Did the CFPB conduct an economic analysis regarding 
whether and if so, how much, this rule will increase the cost of 
mortgages by exposing banks to more lawsuits? 
A.2. The Bureau considered the advantages and disadvantages of 
the private right of action associated with the loss mitigation proce-
dures and with certain other amendments to Regulation X in pre-
paring the final rule. In that regard, the Bureau has multiple au-
thorities under RESPA, some of which are subject to private causes 
of action and some of which are not, and the Bureau carefully cali-
brated the RESPA servicing rule with this in mind. Accordingly, 
with respect to loss mitigation, private causes of action exist only 
for specified provisions of the final rule, generally involving viola-
tions of specified procedural requirements and timelines relating to 
loss mitigation. Broader requirements for servicers to maintain cer-
tain policies and procedures relating to loss mitigation are not pri-
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vately enforceable. Thus, once the final rule is effective, servicers 
will be subject to a private right of action under RESPA for failure 
to comply with certain procedural requirements with respect to 
evaluations for loss mitigation options—for instance, failing to 
evaluate a complete loss mitigation application within the timelines 
specified by the rule. However, servicers will not be subject to a 
private right of action under RESPA for failure to comply with in-
vestor guidelines to achieve loss mitigation results. The Bureau 
was concerned that such an approach might cause investors to stop 
offering loss mitigation options altogether for fear of litigation and 
delays in foreclosure timelines. Requirements that servicers main-
tain reasonable policies and procedures to evaluate loss mitigation 
options pursuant to investor guidelines are subject to enforcement 
by the appropriate regulator. 

Regulatory analyses generally assume that firms comply fully 
with a proposed rule and therefore incur costs associated with such 
compliance. Any other approach would require the Bureau to re-
duce the costs of compliance by a specified factor. In addition, as-
sessing the potential costs of civil liability would require the Bu-
reau to determine the probability that firms would under-comply 
with the loss mitigation provisions in questions and face resulting 
lawsuits, as well as the probability that firms would fully comply 
but nevertheless face nonmeritorious litigation. The analysis would 
involve further complexity given that compliance with the provi-
sions of the final rule could also benefit firms by reducing other 
types of lawsuits asserting violations of existing legal require-
ments. For example, compliance with the general servicing policies, 
procedures, and requirements may reduce lawsuits asserting that 
servicers have failed to comply with applicable law with respect to 
sworn affidavits and notarized documents in connection with fore-
closure proceedings. Similarly, compliance with the loss mitigation 
procedures may reduce lawsuits asserting claims based on a 
servicer conducting a foreclosure sale when a borrower has accept-
ed an offer of a loss mitigation option and is performing pursuant 
to such option. Data that would permit the estimation of these var-
ious probabilities was not reasonably available to the Bureau. The 
Bureau intends to monitor the implementation of the servicing 
rules and to ensure that the rules achieve the intended con-
sequences of guaranteeing borrowers an evaluation for a loss miti-
gation option where appropriate. 
Q.3. Currently, the CFPB is collecting account-level data from pay-
ment card issuers. It is my understanding that the request covers 
millions of individuals’ credit card accounts and that the informa-
tion must be supplied to the CFPB on a monthly basis. The CFPB 
is requesting that the information be sent to the agency with per-
sonally identifying information about consumers. Please answer the 
following questions with regard to this collection of individual con-
sumer transactions: 

What is the purpose of this data collection? 
A.3. The CFPB is not collecting any personally identifiable infor-
mation about any consumers as part of its credit card data collec-
tion effort. The data we are collecting as part of our ongoing super-
visory activities will help the CFPB to assess and examine compli-
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ance with Federal consumer financial protection laws and risk to 
consumers in the credit card marketplace. 
Q.4. How many accounts has the CFPB followed and how many is 
it currently following? Does it change the consumer accounts it 
maintains records for after a certain period of time or track certain 
account records continuously? 
A.4. The CFPB is obtaining information from a number of credit 
card issuers on a monthly basis on those issuers’ accounts. Infor-
mation about the number of accounts on which the CFPB receives 
data is confidential supervisory information. 
Q.5. Why is it necessary to demand all consumer account data in-
stead of an anonymous representative sample? 
A.5. The data are anonymous and cannot be used to identify any 
individual consumer. Identifying a sample that would be represent-
ative of an issuer’s portfolio would be burdensome for the issuer, 
which would need to pull that sample each month and then go 
through further procedures and analyses to compare those accounts 
to its overall portfolio to assure that the sample was representa-
tive. 
Q.6. What does the CFPB intend to do with it? 
A.6. The CFPB uses the data to inform its supervisory processes 
and to monitor risks to consumers. These data help the CFPB to 
analyze and benchmark credit card issuers across our supervision 
work. The CFPB also uses the data to assess and examine compli-
ance with Federal consumer financial protection laws. 
Q.7. Has the agency set a time period for retaining this data, and 
will the individual consumer transaction information be purged 
from all Federal records after this retention period? 
A.7. The data exclude personally identifiable information about in-
dividual consumers. There is no set time period for retention of the 
data. 
Q.8. Does the CFPB share this information with any outside third 
parties? Are these outside third parties under contract with the 
CFPB? With whom does the CFPB intend to share it in the future? 
A.8. The CFPB has retained a data services vendor that manages 
the data on the CFPB’s behalf, and that vendor is under contract 
with the CFPB and is subject to all Federal data protection rules 
and requirements. The CFPB does not otherwise share this infor-
mation with any nongovernmental outside third parties. 
Q.9. Does the CFPB provide this data—in whole, part, or sum-
mary—to any other Federal agency or entity? If so, please describe 
how this data is requested and how it is shared. 
A.9. The Bureau generally shares data with prudential regulators 
in accordance with the Supervisory Data Sharing Memorandum of 
Understanding between the CFPB and the prudential regulators. 
Any sharing of these loan-level data would comply with those 
agreements. 
Q.10. How much does the agency spend annually on this data col-
lection? 
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1 These include protections set forth in the Act; the Bureau’s confidentiality regulations at 12 
CFR §1070.40 et seq.; Exemption 8 of the Freedom of Information Act, 5 U.S.C. §552(b)(8); and 
CFPB Bulletin 12-01, which is viewable online at http://www.consumerfinance.gov/wp-content/ 
uploads/2012/01/GClbulletinl12-01.pdf. 

A.10. The Bureau spends approximately $3 million per year on this 
data collection. 
Q.11. With respect to the Paperwork Reduction Act and other laws, 
OMB has set forth certain parameters for surveys and data collec-
tion. Please submit the OMB approval document for this data col-
lection effort. 
A.11. This data collection is not subject to PRA requirements. 
Q.12. Do individuals and their families have the opportunity to opt 
out of this Federal agency data collection? 
A.12. Individuals and families are not identified in this data collec-
tion, and individual consumers and their families are not partici-
pants in this data collection. Title X of the Dodd-Frank Act author-
izes the Bureau to supervise certain consumer financial services 
companies to protect consumers. Some of the consumer financial 
services companies under CFPB supervision are the participants in 
this data collection, and they may not opt out of supervision activi-
ties. 
Q.13. Do you anticipate that the CFPB will engage in rulemaking 
as a result of the data collection? 
A.13. The CFPB uses the data to inform CFPB analysis of risks to 
consumers in the credit card marketplace and risks to the market. 
Analysis of the data may lead the CFPB to identify areas where 
appropriate regulations could improve the functioning of the mar-
ket, and may support the CFPB’s efforts to reduce outdated, unnec-
essary, or unduly burdensome regulations. Thus, this information 
may be used to inform future rulemaking activities as appropriate. 
Q.14. I understand that this account-level data is comprehensive of 
each payment card issuer that furnishes data. How is the CFPB 
ensuring that the consumer information it collects is kept secure; 
to date, has the CFPB suffered any breaches of data, and has any 
data breach reached consumer information? 
A.14. The data that the Bureau solicits and collects from issuers 
exclude personally identifiable information about the individual 
consumers to whom the data pertains. Accordingly, no breach of 
personally identifiable information by the CFPB is possible. For ex-
ample, the names of individual consumers or their contact informa-
tion, Social Security numbers, and credit card account numbers are 
not included in the data. Because the data is not personally identi-
fiable, it also does not constitute a system of records that is subject 
to the requirements of the Privacy Act of 1974, 5 U.S.C. §552a. 
Nevertheless, all such data are subject to the protections given to 
information that the CFPB obtains through its supervisory authori-
ties. 1 The data are managed according to IT security requirements 
that comply with Federal laws, policies, and procedures. 
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RESPONSES TO WRITTEN QUESTIONS OF 
SENATOR MENENDEZ FROM RICHARD CORDRAY 

Q.1. I have long been focusing my attention on the inability of New 
Jerseyans and tens of millions of Americans to gain access to cap-
ital and begin to build their credit worthiness. At last month’s Con-
sumer Advisory Board meeting, you spent a good portion of your 
time discussing this challenge. In fact, you said, ‘‘There is an obvi-
ous demand for short-term credit products, which can be helpful for 
consumers who use them responsibly and which are structured to 
facilitate repayment. We want to make sure that consumers can 
get the credit they need without jeopardizing or undermining their 
finances. Debt traps should not be part of their financial futures.’’ 
Based on your comments, and due to the fact that under Title 12 
of the Dodd-Frank Wall Street Reform and Consumer Protection 
Act, the CFPB is mandated to consider resources and foster finan-
cial innovation, what initiatives do you think your agency should 
pursue to increase access to credit for the millions of Americans 
who are currently unable to receive emergency loans? I think it is 
important to strike a balance between extending credit to con-
sumers, while also implementing important consumer protections. 
There is certainly a demand for these products, but the American 
people need better options and protections. Are there ways the 
CFPB could regulate this industry while still keeping a product 
that’s ‘‘helpful for consumers who use them responsibly?’’ 
A.1. While the CFPB is committed to understanding what, if any, 
risks of consumer harms are present in the small-dollar credit mar-
ket and using available tools to mitigate those harms, we agree 
that it is important to balance the sometimes competing consider-
ations of access and consumer protections in the provision of small 
dollar credit. In fact, the Dodd-Frank Act requires that when the 
CFPB considers rulemaking that we ‘‘consider the potential bene-
fits and costs to consumers and covered persons, including the po-
tential reduction of access by consumers to consumer financial 
products or services’’ that may result. 

The CFPB also recognizes the need to learn about the potential 
for innovation in financial products and services. We have formal-
ized our efforts with an initiative called Project Catalyst, which 
was launched at an event in Silicon Valley last November. This 
event included a roundtable that specifically focused on innovations 
in small dollar lending. Following that launch, we have established 
ongoing outreach and formal structures in which we will both learn 
from innovators and facilitate testing of certain innovations in the 
marketplace. The findings from these activities may help further 
inform any future policymaking on small-dollar lending. 
Q.2. The lack of access to capital largely affects minorities and 
chronically underserved communities. There is a study on this 
issue by the CFPB that I am waiting to be completed, and I look 
forward to reading once it is completed. As I have worked on pay-
day lending legislation over the years, one question continuously 
comes up but is never answered is: if payday lending is further cur-
tailed, what products will take their place in communities where 
people have not built strong credit backgrounds, but need short- 
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term credit? Is this something the CFPB is reviewing in its study? 
What are the Bureau’s recommendations on this issue? 
A.2. The CFPB recognizes that there is demand by consumers for 
credit that is available in small increments, including those con-
sumers who may not qualify for products such as credit cards or 
signature loans. The CFPB is currently undertaking data-driven 
analysis to determine the patterns of use undertaken by consumers 
using payday loans offered by nonbanks and deposit advances of-
fered by certain depository institutions, and the outcomes of dif-
fering patterns of use. We are particularly concerned with loans in-
tended for short-term, occasional use being used in a sustained, 
long-term way, particularly by households that are not using these 
products to deal with a specific financial emergency, but are in-
stead turning to payday loans because their expenses regularly out-
strip their income. 

As part of this analysis we are looking at a variety of models by 
which small-dollar credit is currently offered to otherwise credit- 
constrained households. This includes determining which product 
structures and features may curtail sustained use and negative 
outcomes, as well as the feasibility of implementation. Part of this 
analysis can include looking at the different methods States have 
employed to curtail sustained use of payday loan products, as well 
as the variety of safety features that depository institutions cur-
rently impose on deposit advances. 
Q.3. The CFPB adopted new rules related to mortgage servicing 
standards in January 2013. I have long advocated for increasing 
consumer protections on borrowers before foreclosures, encouraging 
loan modifications, eliminating dual tracking, placing limits on 
foreclosure fees, and creating an appeals process for those denied 
loan modifications as well as a mediation program. Can you give 
an update on these rules and when we expect them to go into ef-
fect? Are lenders currently working to implement these standards 
now? What actions have mortgage servicers taken since the rules 
were issued in January 2013? 
A.3. The Bureau’s January 2013 servicing rules take effect on Jan-
uary 10, 2014. The rules address a number of the issues that you 
reference. For instance, they generally require servicers to make 
good-faith efforts to contact borrowers who are experiencing serious 
trouble with their loans and to provide information regarding fore-
closure alternatives. Servicers generally are required to review ap-
plications for loan modifications or other loss mitigation options re-
ceived by specified deadlines promptly for completeness, and to 
work with borrowers to obtain any missing information. For appli-
cations received by specified deadlines, the rules set certain dead-
lines for servicers to respond, require notification to borrowers of 
the results, and provide an opportunity to appeal denials. The final 
rule also prohibits a servicer from making the first notice or filing 
required for a foreclosure process until a mortgage loan account is 
more than 120 days delinquent, and if a borrower submits a com-
plete application for a loss mitigation option before a servicer has 
made the first filing required for a foreclosure process, a servicer 
may not start the foreclosure process unless certain requirements 
are met. Finally, servicers are required to maintain policies and 
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procedures concerning various loss mitigation processes, including 
communications with both consumers and loan owners/investors of 
the loans and proper evaluation of applications according to the cri-
teria established by owners/investors. We believe that the combined 
rules will help to reduce avoidable foreclosures and help to address 
concerns about ‘‘dual tracking.’’ 

Based on requests for guidance received from servicers, the Bu-
reau is aware that servicers are already working on plans to imple-
ment the new requirements. The Bureau has a multifaceted regu-
latory implementation initiative underway to assist industry in im-
plementing these and the other new mortgage rules that the Bu-
reau issued to implement title XIV of the Dodd-Frank Act. The Bu-
reau’s initiative includes plans for several updates to the regu-
latory text and official interpretations over the coming year, the 
first of which will be issued this spring. It also includes publication 
of small business compliance guides (with companion video 
versions) for the new rules, updated examination procedures, and 
compliance ‘‘readiness’’ guides for the new rules. In addition, the 
Bureau will be working with other regulatory agencies, trade asso-
ciations, industry service providers, and some individual lending 
and servicing organizations to track industry implementation ef-
forts. Through this engagement, the Bureau expects to learn more 
about implementation challenges and provide support to help com-
panies implement the new requirements more efficiently. Further, 
the Bureau issued a supervisory bulletin regarding mortgage serv-
icing transfers on February 11, 2013 (CFPB Bulletin 2013-01). 
Among other things, that bulletin advises servicers about existing 
consumer protection requirements and provisions in the mortgage 
servicing rules that specifically relate to mortgage servicing trans-
fers. Notably, the Bureau’s new mortgage servicing rules are 
backed by supervision and enforcement authority that encompass 
both large banks and nonbanks that service mortgage loans. 
Q.4. Consumers’ use of prepaid cards has exploded in the past few 
years, especially among underbanked consumers. Since credit 
cards, debit cards, and gift cards have all been regulated to some 
degree, prepaid cards remain one of the few largely unregulated 
products out there. Some fees on these cards are undisclosed and 
others are unreasonable, and they don’t always come with FDIC in-
surance or protection against theft or loss for the consumer. What 
progress has the CFPB made in analyzing this issue, and when do 
you anticipate moving forward on it? 
A.4. The CFPB issued an Advance Notice of Proposed Rulemaking 
(ANPR) on General Purpose Reloadable (GPR) prepaid cards in 
May 2012. The ANPR reflects the Bureau’s interest in learning 
more about this product, including its costs, benefits, and risks to 
consumers, and expressed the Bureau’s intention to take regulatory 
action to extend the Regulation E protections to GPR cards. Our 
focus is on safety and transparency. Our ANPR generated approxi-
mately 250 comments, and we have combed through that feedback. 
We are currently in the process of using all the information we re-
ceived to determine the scope of our rulemaking in this market. We 
do not yet have firm time frames for rulemaking in the GPR mar-
ket, though activity will be under way later this year. 
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Q.5. The CFPB’s Office of Minority and Women Inclusion (OMWI) 
is now up and running. The reason for creating these offices was 
that there just is not enough minority representation within our fi-
nancial regulators. What will you do to increase the number of mi-
norities and women, especially in management positions and as 
contractors, at the CFPB? 
A.5. I agree that one of the primary roles of OMWI is to enhance 
diversity at the Bureau. As a newly formed agency, we’ve been able 
to build diversity into our work early on. While our employment of 
minorities and women at the Bureau exceeds the average for other 
FIRREA agencies, we believe we can further enhance diversity at 
the Bureau at all levels of the organization, including senior lead-
ership positions. We have and will continue to do this by doing the 
following: 

• Collaborating with the Office of Human Capital on building 
and continually enhancing a comprehensive workforce plan-
ning and development strategy that includes training and de-
velopmental opportunities, mentorship programs, rotations, 
lateral moves, and detail opportunities that enhance the skills 
and key competencies necessary for advancement and success 
at the CFPB. 

• Conducting training for employees and supervisors in an effort 
to expand awareness, knowledge, and cultural competencies 
that aid in the understanding and management of a diverse 
workforce and its value to the CFPB mission. 

• Collaborating with division heads to promote policies, practices 
and procedures to ensure that all employees, including women 
and minorities, are being developed to attain their maximum 
potential. 

• Supporting the development of and facilitating a framework for 
a diversity council to report to management and discuss issues 
and concerns regarding diversity and inclusion. 

• Increasing outreach to and recruitment/hiring of minority and 
women candidates by recruiting at minority-serving institu-
tions and women’s colleges and universities (e.g., Historically 
Black Colleges and Universities and Hispanic-Serving Institu-
tions). 

• Utilizing the networks of current employees to promote the 
mission of the Bureau and advertise upcoming positions. 

• Participating in targeted internship programs, including the 
one operated by the Hispanic Association of Colleges and Uni-
versities. 

• Conducting specific diversity and inclusion training for all per-
sonnel engaging in the hiring process. 

• Evaluating and assessing the diversity of the candidate pool at 
various decision points and providing feedback to hiring au-
thorities. 

• Partnering with divisions to develop diversity initiatives asso-
ciated with the work of the CFPB. 

Q.6. What role does your OMWI play at the CFPB? Is it a part of 
the decision-making process when hiring employees and contrac-
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tors? How often do you meet with Stuart Ishimaru (head of CFPB 
OMWI)? Does the CFPB’s procurement office meet with the CFPB’s 
OMWI? 
A.6. The OMWI plays a central role in the operations of the Bu-
reau. The Director of the OMWI participates in meetings of the Op-
erations Advisory Committee and the Policy Committee, two of the 
primary governance mechanisms for the Bureau, addressing the 
full breadth of the Bureau’s activities. The OMWI plays a consult-
ative role in the hiring process, providing advice and counsel to hir-
ing managers and the Office of Human Capital. 

I meet regularly with Stuart Ishimaru and he has direct access 
to me whenever he needs to speak with me. In addition, Stuart 
meets weekly with the Chief Operations Officer of the Bureau. The 
OMWI is housed in the Operations Division, which also houses the 
Office of Human Capital and the Procurement Office, both key 
partners of the OMWI under Section 342 of the Dodd-Frank Act. 
This placement facilitates cooperation and collaboration between 
these offices. The Procurement Office and the OMWI meet regu-
larly, and are currently planning a number of joint activities to 
support our work with minority and women-owned small busi-
nesses. 
Q.7. Your OMWI has had a director for almost a year now, so can 
you provide a progress report? How many Hispanics, African Amer-
icans, women, and/or minorities are working at the CFPB? How 
about in mid-level to senior-level management positions? 
A.7. Attached is a chart providing responses to the questions and 
data on employees at the higher pay bands at the Bureau as of 
February 23, 2013. 

Of the nine most senior positions (Director, Deputy Director, 
Chief of Staff, and six Associate Directors) at the Bureau in 2012, 
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three minorities served in three positions and three women served 
in four positions (the General Counsel was previously Chief of 
Staff). At the next highest level, roughly half of the Assistant Di-
rectors are minorities and/or women. Minorities and women are 
represented in all six Divisions of the Bureau, and together lead 
roughly half of the offices in the Divisions. 
Q.8. You’ve said your OMWI will develop standards for equal em-
ployment opportunity and standards for the racial, ethnic, and gen-
der diversity of the workforce and senior management of the agen-
cy. Can you provide an update on the creation of those standards? 
What are the standards and how were they formulated? 
A.8. The OMWI is required under Section 342 of the Dodd-Frank 
Act to create these standards, and is in the process of doing so. Re-
cently, the Bureau created a separate Office of Equal Employment 
Opportunity to carry out the counseling, investigative, and enforce-
ment functions required by various civil rights laws. The OMWI is 
working with the EEO Office and with the Office of Human Capital 
to develop standards for equal employment opportunity and for ra-
cial, ethnic, and gender diversity. 

The Bureau has established workforce planning processes and or-
ganizational structures allowing for more precise identification of 
position needs and successful performance attributes. We have 
identified and intend to utilize a variety of broad recruiting meth-
ods to capture a diverse pool of qualified candidates to be consid-
ered for employment at the Bureau. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR VITTER 
FROM RICHARD CORDRAY 

Q.1. The CFPB can write rules and enforce against unfair, decep-
tive, and abusive acts or practices. The Federal Trade Commission 
(FTC) has spent decades documenting and defining ‘‘unfair’’ and 
‘‘deceptive’’ through policy statements and guidance, so companies 
have an idea of what the standards mean. This is important be-
cause honest businesses want to treat their customers fairly and 
they build compliance programs based with these standards in 
mind to ensure they understand and abide by the rules of the road. 
‘‘Abusive’’ is defined only in a cursory way by the Dodd-Frank Act, 
and the CFPB has not taken any steps to help companies under-
stand what the standard means, and in particular, how it relates 
to unfairness and deception. In fact, the Bureau has said that abu-
sive will be defined through enforcement action rather through reg-
ulation, guidance, or some other transparent means. Fifty-one 
State Attorneys General can also enforce against ‘‘abusive’’ making 
it all the more important the CFPB take steps to ensure the stand-
ard is consistently applied. For these reasons, Dodd-Frank con-
templated the Bureau would need to undertake a rulemaking to es-
tablish a definition for abusive—and perhaps even for unfair and 
deceptive. Given the uncertainty created by this new term for the 
business community, and the likelihood that multiple interpreta-
tions will develop among the States, will you commit to initiating 
a transparent process to take public input and define ‘‘abusive’’ be-
fore the Bureau brings any kind or enforcement action using this 
authority? 
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2 According to FTC’s Complaint Assistant, www.ftccomplaintassistant.gov, ‘‘The FTC enters all 
complaints it receives into Consumer Sentinel, a secure online database that is used by thou-
sands of civil and criminal law enforcement authorities worldwide. The FTC does not resolve 
individual consumer complaints.’’ 

A.1. In Section 1031(d) of the Dodd-Frank Act, Congress clearly 
and expressly limited the meaning of ‘‘abusive’’ acts or practices to 
those that: 

1. materially interfere with the ability of a consumer to under-
stand a term or condition of a consumer financial product or 
service; or 

2. take unreasonable advantage of a consumer’s: 
a. lack of understanding of the material risks, costs, or condi-

tions of the product or service; 
b. inability to protect his or her interests in selecting or using 

a consumer financial product or service; or 
c. reasonable reliance on a covered person to act in the con-

sumer’s interests. 
The Bureau will be vigilant in obeying the law enacted by Con-

gress and in observing and adhering to the limits of its authority 
under this provision. Its application will depend on specific facts 
and circumstances. Note also that if the Bureau were to undertake 
a rulemaking to implement the abusive standard that would allow 
51 State Attorneys General to enforce that rule against federally 
chartered depository institutions, which cannot be done under the 
statute itself. 
Q.2. The Federal Trade Commission has a widely admired auto-
mated complaint database, but you decided to expend funds to cre-
ate your own database rather than using the FTC’s database archi-
tecture. Why did you make that decision and how much has it cost 
to create your own database? 
A.2. The Dodd-Frank Act instructed the CFPB to ‘‘establish a unit 
whose functions shall include establishing a single, toll-free tele-
phone number, a Web site, and a database or utilizing an existing 
database to facilitate the centralized collection of, monitoring of, 
and response to consumer complaints regarding consumer financial 
products or services.’’ In preparing to launch its Office of Consumer 
Response to serve these and other related functions, the CFPB re-
searched and considered the complaint handling models, case man-
agement systems, and related databases of the prudential Federal 
regulators and the Federal Trade Commission. 

Given the specific complaint-handling requirements laid out in 
the Dodd-Frank Act, the Bureau was required to adopt an indi-
vidual-level complaint operating model that required a case man-
agement system that is not congruent with the FTC’s ‘‘complaint 
database.’’ 2 The Bureau’s complaint-handling operational model 
and case management system allow it to collect, monitor, and re-
spond to complaints for a wide range of consumer financial prod-
ucts and services, to ‘‘coordinate with the Federal Trade Commis-
sion or other Federal agencies to route complaints to such agen-
cies,’’ to collect responses from companies to complaints, to allow 
for consumer review of those responses through a secure Web por-
tal, to conduct individual investigations of consumer complaints, 
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and to facilitate necessary record keeping in order to meet its Con-
gressional reporting requirements. Nonetheless, for greater effi-
ciency and sharing of information, the CFPB’s case management 
system uses an application programming interface to feed con-
sumer complaints directly into the FTC’s complaint database 
(known as ‘‘Consumer Sentinel’’) also, which makes those com-
plaints available to civil and criminal law enforcement authorities. 

Creating a case management system that integrates the afore-
mentioned functionality to support the Bureau’s complaint-han-
dling model consistent with the requirements of Dodd-Frank has 
cost approximately $8 million to date, including the database. 
Q.3. The CFPB established a legal safe harbor for certain Qualified 
Mortgages that creates a strong economic incentive for lenders to 
write very conservative mortgages. At the same time, however, the 
CFPB has said it will use disparate impact analysis for Equal 
Credit Opportunity Act (ECOA) enforcement. I’m concerned that 
these two policies are inherently in conflict. If a lender follows your 
ability to repay rule by making a business decision only to make 
QMs could that lender be found to be in violation of ECOA? 
A.3. The Dodd-Frank Act provides a presumption of compliance 
with its new ability-to-repay requirements for certain ‘‘qualified 
mortgages.’’ In its recent rules to implement those provisions, the 
Bureau accorded safe harbor status to certain qualified mortgages 
and a rebuttable presumption of compliance for others, depending 
on the annual percentage rate of the loans at issue. In defining the 
boundaries of qualified mortgages and of the safe harbor, the Bu-
reau recognized that conditions are fragile and investors remain 
concerned about managing risks in the wake of the financial crisis. 
At the same time, we did not intend to stigmatize loans that fall 
outside those boundaries or to signal that responsible lending can 
or should take place only within the safe harbor space. Quite the 
contrary, the preamble to the final rule makes clear that the Bu-
reau expects over time to see a robust market develop outside the 
QM safe harbor and, indeed, outside of QM altogether. 

We have received questions from a number of market partici-
pants about how decisions about what types of mortgages to offer 
under the ability to repay rule would be evaluated under ECOA 
and Regulation B. The Bureau recognizes that, depending on their 
business model, some creditors may primarily offer loans that are 
QMs, or non-QMs. The Bureau recognizes that business model deci-
sions are affected by many legitimate considerations, including the 
ability to sell loans on the secondary market and appetite for re-
payment risk. We expect that business models will evolve over the 
next several years as creditors explore different options and as the 
mortgage markets shift in response to economic conditions and 
other regulatory initiatives. We are committed to engaging with 
stakeholders as they implement the new rules. We know creditors 
are working to make thoughtful decisions about their business 
models as the market environment evolves, and we are working as 
expeditiously as possible to develop and provide industry with con-
sistent guidance on how we will approach supervision and enforce-
ment under the QM rule and ECOA. 
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RESPONSES TO WRITTEN QUESTIONS OF SENATOR JOHANNS 
FROM RICHARD CORDRAY 

Q.1. To follow up on a question I asked in our hearing, you have 
often taken the position that the budget of the CFPB is exception-
ally transparent, and that transparency extends to your budget 
simply because you post it online. While I disagree with your re-
fusal to allow Congressional oversight of your budget through the 
appropriations process, I know that this refusal is absolute. In the 
name of transparency, however, I need a more clear answer as to 
whether you are willing to appear before the Appropriations Sub-
committee on Financial Services and General Government to walk 
through your budget documents and answer questions about the 
spending habits of the Bureau? Although you appear before the 
House and Senate Financial Services and Banking Committees, re-
spectively, the Financial Services and General Government Sub-
committee has the specialization and expertise in these areas and 
your commitment to working with the subcommittee is vital. 
A.1. Section 1017(a)(2)(C) of the Dodd-Frank Act provides that the 
Bureau’s funds derived from the Federal Reserve System shall not 
be subject to review by the Committees on Appropriations, and Sec-
tion 1017(c)(2) provides that funds obtained by or transferred to the 
Bureau Fund shall not be construed to be Government funds or ap-
propriated monies. Unlike agencies over which the Appropriations 
Committee has jurisdiction, the Bureau is an independent bureau 
within the Federal Reserve System. Nevertheless, the Bureau was 
pleased to provide over 100 pages of budget information in our an-
nual report to the Appropriations Committees in July of 2012, in-
cluding copies of fund transfer correspondence with the Federal Re-
serve Board, information on major expenditures, spending by divi-
sion/program area, contractual obligations, a description of our 
budget process, our budget justification, information on our civil 
penalty fund, and numerous other materials. We also released a 
draft Strategic Plan for public comment in 2012, which includes 
goals, outcomes, strategies, and performance measures that inform 
our performance-based budget process. We anticipate releasing the 
final Strategic Plan in the Spring, along with updated budget and 
performance documents. The Bureau’s annual financial reports, 
quarterly spending updates, and budget justifications are also 
available on our Web site at www.consumerfinance.gov/budget. Di-
rector Cordray has met with members of the Appropriations Com-
mittees on numerous occasions and has discussed various aspects 
of the Bureau’s budget and operations with them. In addition, the 
Director has welcomed opportunities to testify before committees 
and subcommittees of both the House and Senate on the Bureau’s 
budget. In fact, the Bureau has now testified 31 times before Con-
gress. The Bureau will be happy to meet with any Member of Con-
gress to walk through its budget documents and answer questions. 
Q.2. H.R. 4367, a bill on which I worked very hard here in the Sen-
ate, removed the Federal requirement for ‘‘on the machine’’ disclo-
sures on ATM machines. This bill was signed into law nearly 3 
months ago, yet a look at Regulation E (CFR 1005.16) still lists the 
‘‘on the machine’’ requirement as something with which our com-
munity banks must comply. Why is it that the CFPB has not found 

VerDate Nov 24 2008 14:29 May 23, 2013 Jkt 048080 PO 00000 Frm 00085 Fmt 6602 Sfmt 6602 L:\HEARINGS 2013\03-12 NOMINATIONS OF CORDRAY AND WHITE\HEARING\31213.TX



82 

the time to update the regulation and remove a requirement that 
the Congress unanimously agreed was unnecessary and costly? 
A.2. The Bureau agrees that changes in the law to eliminate un-
necessary and costly requirements are a high priority and has been 
working hard on a rule to implement this statutory revision. In 
fact, we expect to issue the rule this month. Because the rule pro-
vides compliance burden relief, and because it merely implements 
the specific statutory revision, it is structured as a final rule that 
takes effect immediately on publication. 
Q.3. Lenders and service providers in the mortgage lending arena 
have stressed to the bureau that they will need a significant 
amount of time to implement new combined RESPA and TILA 
mortgage disclosures. Does the bureau have an implementation 
time frame in mind? Do you think 18 months is reasonable to en-
sure the greatest possible success with implementation? 
A.3. The Bureau has heard and appreciates concerns expressed by 
the mortgage and real estate settlement industries about the time 
needed to implement changes under the Bureau’s proposal to inte-
grate TILA and RESPA disclosures. While the Bureau understands 
this concern and intends to remain engaged with affected persons 
in continuing to develop a final rule, that final rule has not yet 
been completed for two reasons. First, the Bureau is working care-
fully to ensure that such a significant undertaking as the integra-
tion of TILA and RESPA disclosures is done right, including 
through additional qualitative and quantitative consumer testing, 
which takes time. Second, the Bureau also has heard industry’s re-
quest that the integrated disclosures not be implemented too quick-
ly, as creditors, mortgage servicers, and other affected persons 
work to comply with the many other regulatory changes under the 
Bureau’s January 2013 final rules implementing numerous new 
statutory requirements established by title XIV of the Dodd-Frank 
Act. As a general matter, the Bureau intends to make an informed 
determination as to the amount of time industry needs to comply 
with the integrated disclosure requirements and to afford industry 
adequate time, but the Bureau thus far has refrained from pre-
judging the question of exactly how much time that means and for 
now, at least, considers it inappropriate to comment on whether 18 
months is too short or too long. When the integrated disclosure 
rules are being finalized, and the Bureau knows exactly what they 
require and where the affected industries stand with respect to 
their implementation of the title XIV rules, the Bureau is confident 
that it will determine an appropriate implementation period in an 
informed manner. 
Q.4. The Small Business Review panel process informed the bu-
reau about how it can reduce or eliminate added costs to imple-
ment new combined RESPA and TILA mortgage disclosures. One 
Small Business Review panel recommendation was to maintain the 
current line numbering to reduce software programming costs and 
industry confusion. Why did the bureau ignore this recommenda-
tion in its proposed rule to combine RESPA and TILA mortgage 
disclosures? 
A.4. One of the difficulties with the current HUD–1 that consumers 
receive at closing is that the line numbers for charges do not match 

VerDate Nov 24 2008 14:29 May 23, 2013 Jkt 048080 PO 00000 Frm 00086 Fmt 6602 Sfmt 6602 L:\HEARINGS 2013\03-12 NOMINATIONS OF CORDRAY AND WHITE\HEARING\31213.TX



83 

the Good Faith Estimate that consumers receive 3 days after appli-
cation. In addition, the three- and four-digit line numbering system 
has proved difficult for consumers to understand. The Bureau is 
particularly mindful of the potential risk of information overload 
for consumers, given the amount of numbers and complexity in-
volved in the credit transaction and the underlying real estate 
transaction. Consumer participants at the Bureau’s testing ap-
peared overwhelmed by the three- and four-digit line numbers on 
the prototypes that were designed similarly to the current RESPA 
settlement statement. They performed worse in terms of under-
standing the pertinent information with prototypes containing that 
system. The Bureau also tested prototypes with a two-digit line 
numbering system, which performed better with both consumer 
and industry participants at the Bureau’s testing, with some indus-
try participants at the Bureau’s testing preferring it over the sys-
tem of the current RESPA settlement statement. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR KIRK 
FROM RICHARD CORDRAY 

Q.1. At Tuesday’s hearing, you stated that the CFPB is applying 
the Government Performance and Results Act (GPRA) to show how 
the agency is justifying its spending. Please provide the most re-
cent GPRA report. If no current GPRA report is available, then 
please provide any interim GPRA report. 
A.1. The Bureau’s first draft of its strategic plan under GPRA is 
publicly available on its Web site at http:// 
www.consumerfinance.gov/strategic-plan/. We anticipate releasing 
a final version of the strategic plan this spring, along with updated 
budget and performance documents. 
Q.2. The CFPB is required by Dodd-Frank to convene a Small 
Business Review Panel when issuing a rule that will significantly 
impact a large number of small entities. In your August 1, 2012, 
testimony before the House Committee on Small Business, you 
stated that ‘‘[s]mall business review panels are a valuable compo-
nent of our rulemaking process.’’ Yet, the Bureau did not convene 
a panel for the ability-to-pay rule because the rule was transferred 
to the Bureau from the Federal Reserve. Nonetheless, the Bureau 
did convene a small business review panel for the RESPA TILA 
mortgage disclosures, even though that rule was also transferred to 
the Bureau from the Federal Reserve. Can you provide clarity re-
garding the Bureau’s approach to convening small business review 
panels? Please explain why the CFPB chose to convene a panel for 
the RESPA TILA rulemaking but not for the ability-to-pay rule-
making. 
A.2. The CFPB conducts Small Business Review Panels in accord-
ance with the requirements of the Regulatory Flexibility Act (RFA). 
The RFA, as amended, identifies the types of rules for which a 
Small Business Review Panel is required. Generally, the RFA ap-
plies only to rules for which a notice of proposed rulemaking is re-
quired by the Administrative Procedure Act, or ‘‘any other law.’’ 
When developing a proposed rule subject to the RFA, the CFPB is 
required to convene a Small Business Review Panel prior to issuing 
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the proposal unless the CFPB certifies that the rule will not, if pro-
mulgated, have a significant impact on a substantial number of 
small entities. Accordingly, the CFPB is not required to convene 
Small Business Review Panels for proposed rules that are not sub-
ject to the RFA or for proposed rules that are subject to the RFA 
but that the Director certifies will not have a significant economic 
impact on a substantial number of small entities. The CFPB also 
is not required to convene a Small Business Review Panel where 
another agency, such as the Federal Reserve Board, issued a rule 
proposal which was later inherited and finalized by the CFPB, 
since the statutory timing of the Small Business Review Panel is 
supposed to occur prior to issuance of the original proposal. This 
was the case with respect to the ability-to-repay rulemaking. 

The proposal to merge the TILA and RESPA mortgage disclosure 
requirements did not transfer to the CFPB from the Federal Re-
serve. The CFPB itself issued the proposal to merge the TILA and 
RESPA mortgage disclosure requirements pursuant to the require-
ments of the Dodd-Frank Act. The CFPB conducted a Small Busi-
ness Review Panel before issuing this proposal. 
Q.3. Under the Small Business Regulatory Enforcement Fairness 
Act (SBREFA), the CFPB is required to give small businesses a 
preview of new proposals and receive extensive feedback from 
small businesses before proposing a new rule, including the poten-
tial impact of any new rules on the cost of credit for small busi-
nesses. Yet, the CFPB published all three of its Small Business Re-
view Panel reports simultaneously with the proposed rules. By 
comparison, the Occupational Safety and Health Administration 
issues such reports when the panel is done. Why did the CFPB de-
cide to publish the reports at the same time as the proposed rules 
and not after the panels were completed? Are there benefits to pub-
lishing the report after the panel has convened and before the pro-
posal is issued? 
A.3. The statute requires that the Panel report be made public as 
part of the rulemaking record, but does not specify when the report 
should be released to the public. The CFPB released Panel reports 
with their corresponding proposed rules so that the public could 
consider them together. Publicly releasing the panel report with 
the Proposed Rule promotes transparency. As panel reports must 
be interpreted in the context of the corresponding proposed rule, re-
leasing the Panel report before the proposed rule could cause un-
necessary confusion. 
Q.4. In your statement, you mention that the CFPB is looking to 
help older Americans get sound information and advice about their 
retirement finances. In addition, you gave an interview to 
Bloomberg in January stating the CFPB is exploring initiatives in 
the ‘‘rollover moment.’’ What is the ‘‘rollover moment?’’ Is the CFPB 
relying solely on the statutory authority in Section 1013(g) of the 
Dodd-Frank Act establishing the Office of Financial Protection for 
Older Americans? Has the CFPB engaged any contractors and/or 
outside third parties to conduct research or analysis in the retire-
ment savings area? Is the CFPB looking at retirement savings 
issues that target individuals other than seniors? 
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A.4. Some of the most important decisions that consumers make in-
volve saving for retirement and making choices to improve their 
economic security later in life. Large numbers of Americans are ex-
pected to retire over the next decade, so some have referred to it 
as the ‘‘rollover moment.’’ Section 1013(g) of the Dodd-Frank Act di-
rected the CFPB’s Office for Older Americans to undertake activi-
ties to enhance later-life economic security, including: 

• Providing goals for financial literacy programs for older Ameri-
cans focusing on long-term savings and later-life economic se-
curity—and self-protection against unfair, deceptive, or abusive 
practices; 

• Researching best practices and effective strategies to educate 
older Americans on long-term savings as well as planning for 
retirement and long-term care; 

• Assessing and reporting on problems facing older Americans 
due to misuse of certifications and designations of financial ad-
visors—and providing Congress and the SEC with policy rec-
ommendations; and 

• Coordinating consumer protection activities for older Ameri-
cans with relevant Federal agencies and State regulators. 

The CFPB has a contract with Ideas42 d/b/a Behavioral Ideas 
Lab to help the Bureau examine consumers’ financial challenges in 
a range of financial decision-making areas, including the financial 
challenges that face older Americans. Saving for retirement before 
reaching retirement age and managing retirement savings accounts 
after retirement pose challenges to consumers and affect their 
later-life economic security. 
Q.5. Have you or any CFBP staff had conversations with officials 
and staff of the Departments of Treasury and Labor, the Internal 
Revenue Service, the Pension Benefit Guaranty Corporation, and 
the Securities and Exchange Commission regarding retirement sav-
ings issues? Has any agency request been made with respect to 
Section 1027 of the Dodd-Frank Act? 
A.5. The Bureau has had conversations with officials and staff of 
other departments and agencies about retirement savings issues. 
The Bureau is not aware of any formal request having been made 
pursuant to Section 1027 of the Dodd-Frank Act. 
Q.6. Has the CFPB entered into a contract with Ideas42 to look 
into the behavior science of auto enrollment and auto escalation 
features of 401(k) plans? Is this contract looking at seniors’ retire-
ment savings decisions or other individuals’ retirement savings de-
cisions? Was this contract put out for public bid? Please provide a 
copy of the contract and a copy of the justification if the contract 
was done as a sole source contract. 
A.6. The CFPB has a contract with Ideas42 d/b/a as Behavioral 
Ideas Lab to help the Bureau examine consumers’ financial chal-
lenges in a range of financial decision-making areas, including the 
financial challenges that face older Americans. The contract was 
properly competed for public bid and was not a sole source agree-
ment. A copy of the contract is attached as Attachment A. 

VerDate Nov 24 2008 14:29 May 23, 2013 Jkt 048080 PO 00000 Frm 00089 Fmt 6602 Sfmt 6602 L:\HEARINGS 2013\03-12 NOMINATIONS OF CORDRAY AND WHITE\HEARING\31213.TX



86 

Attachment A 
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Q.7. Currently, the CFPB is collecting account-level data from pay-
ment card issuers. It is my understanding that the request covers 
millions of individuals’ credit card accounts and that the informa-
tion must be supplied to the CFPB on a monthly basis. The CFPB 
is requesting that the information be sent to the agency with per-
sonally identifying information about consumers. Please answer the 
following questions with regard to this collection of individual con-
sumer transactions: 

What is the purpose of this data collection? 
A.7. The CFPB is not collecting any personally identifiable infor-
mation about any consumers as part of its credit card data collec-
tion effort. The data we are collecting as part of our ongoing super-
visory activities will help the CFPB to assess and examine compli-
ance with Federal consumer financial protection laws and risk to 
consumers in the credit card marketplace. 
Q.8. How many accounts has the CFPB followed and how many is 
it currently following? Does it change the consumer accounts it 
maintains records for after a certain period of time or track certain 
account records continuously? 
A.8. The CFPB is obtaining information from a number of credit 
card issuers on a monthly basis on those issuers’ accounts. Infor-
mation about the number of accounts on which the CFPB receives 
data is confidential supervisory information. 
Q.9. Why is it necessary to demand all consumer account data in-
stead of an anonymous representative sample? 
A.9. The data are anonymous and cannot be used to identify any 
individual consumer. Identifying a sample that would be represent-
ative of an issuer’s portfolio would be burdensome for the issuer, 
which would need to pull that sample each month and then go 
through further procedures and analyses to compare those accounts 
to its overall portfolio to assure that the sample was representa-
tive. 
Q.10. What does the CFPB intend to do with it? 
A.10. The CFPB uses the data to inform its supervisory processes 
and to monitor risks to consumers. These data help the CFPB to 
analyze and benchmark credit card issuers across our supervision 
work. The CFPB also uses the data to assess and examine compli-
ance with Federal consumer financial protection laws. 
Q.11. Has the agency set a time period for retaining this data, and 
will the individual consumer transaction information be purged 
from all Federal records after this retention period? 
A.11. The data exclude personally identifiable information about 
individual consumers. There is no set time period for retention of 
the data. 
Q.12. Does the CFPB share this information with any outside third 
parties? Are these outside third parties under contract with the 
CFPB? With whom does the CFPB intend to share it in the future? 
A.12. The CFPB has retained a data services vendor that manages 
the data on the CFPB’s behalf, and that vendor is under contract 
with the CFPB and is subject to all Federal data protection rules 

VerDate Nov 24 2008 14:29 May 23, 2013 Jkt 048080 PO 00000 Frm 00115 Fmt 6602 Sfmt 6602 L:\HEARINGS 2013\03-12 NOMINATIONS OF CORDRAY AND WHITE\HEARING\31213.TX



112 

and requirements. The CFPB does not otherwise share this infor-
mation with any nongovernmental outside third parties. 
Q.13. Does the CFPB provide this data—in whole, part, or sum-
mary—to any other Federal agency or entity? If so, please describe 
how this data is requested and how it is shared. 
A.13. The Bureau generally shares data with prudential regulators 
in accordance with the Supervisory Data Sharing Memorandum of 
Understanding between the CFPB and the prudential regulators. 
Any sharing of these loan-level data would comply with those 
agreements. 
Q.14. How much does the agency spend annually on this data col-
lection? 
A.14. The Bureau spends approximately $3 million per year on this 
data collection. 
Q.15. With respect to the Paperwork Reduction Act and other laws, 
OMB has set forth certain parameters for surveys and data collec-
tion. Please submit the OMB approval document for this data col-
lection effort. 
A.15. This data collection is not subject to PRA requirements. 
Q.16. Do individuals and their families have the opportunity to opt 
out of this Federal agency data collection? 
A.16. Individuals and families are not identified in this data collec-
tion, and individual consumers and their families are not partici-
pants in this data collection. Title X of the Dodd-Frank Act author-
izes the Bureau to supervise certain consumer financial services 
companies to protect consumers. Some of the consumer financial 
services companies under CFPB supervision are the participants in 
this data collection, and they may not opt out of supervision activi-
ties. 
Q.17. Do you anticipate that the CFPB will engage in rulemaking 
as a result of the data collection? 
A.17. The CFPB uses the data to inform CFPB analysis of risks to 
consumers in the credit card marketplace and risks to the market. 
Analysis of the data may lead the CFPB to identify areas where 
appropriate regulations could improve the functioning of the mar-
ket, and may support the CFPB’s efforts to reduce outdated, unnec-
essary, or unduly burdensome regulations. Thus, this information 
may be used to inform future rulemaking activities as appropriate. 
Q.18. I understand that this account-level data is comprehensive of 
each payment card issuer that furnishes data. How is the CFPB 
ensuring that the consumer information it collects is kept secure; 
to date, has the CFPB suffered any breaches of data, and has any 
data breach reached consumer information? 
A.18. The data that the Bureau solicits and collects from issuers 
exclude personally identifiable information about the individual 
consumers to whom the data pertains. Accordingly, no breach of 
personally identifiable information by the CFPB is possible. For ex-
ample, the names of individual consumers or their contact informa-
tion, Social Security numbers, and credit card account numbers are 
not included in the data. Because the data is not personally identi-
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3 These include protections set forth in the Act; the Bureau’s confidentiality regulations at 12 
CFR §1070.40 et seq.; Exemption 8 of the Freedom of Information Act, 5 U.S.C. §552(b)(8); and 
CFPB Bulletin 12-01, which is viewable online at http://www.consumerfinance.gov/wp-content/ 
uploads/2012/01/GClbulletinl12-01.pdf. 

fiable, it also does not constitute a system of records that is subject 
to the requirements of the Privacy Act of 1974, 5 U.S.C. §552a. 
Nevertheless, all such data are subject to the protections given to 
information that the CFPB obtains through its supervisory authori-
ties. 3 The data are managed according to IT security requirements 
that comply with Federal laws, policies, and procedures. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR MORAN 
FROM RICHARD CORDRAY 

Q.1. What combined effect do you expect the final rule on Qualified 
Mortgages and new servicing rules to have on the cost and avail-
ability of mortgage credit in the near future? 
A.1. In the Federal Register notices setting forth the final Ability- 
to-Repay/Qualified Mortgage (QM) rules and servicing rules, the 
CFPB shared its assessment of the potential effects of these rules 
on the cost and availability of mortgage credit. The CFPB stated 
its belief that the QM rule will not lead to a significant reduction 
in consumers’ access to mortgage credit or a material impact on 
cost. The CFPB also laid out in detail the basis for this belief. 
Among other reasons, the CFPB noted that underwriting practices 
and standards have tightened significantly since the financial cri-
sis, so that implementation of the rule will not require a major 
change in current practices. The Bureau also noted that it had 
carefully structured the rules defining qualified mortgages to pro-
vide broad coverage for Qualified Mortgages, including a transition 
period, and through a variety of provisions to help encourage re-
sponsible loans to creditworthy borrowers as the market adjusts to 
the new regulatory regime, including further provisions that are 
currently under consideration in the concurrent proposal. 

As for the servicing rules, the CFPB stated that the cost of these 
rules is likely to be small. Regarding the amendments to Regula-
tion Z, the Bureau exempted small servicers from the periodic 
statement requirement and found that the costs were extremely 
small for the variable-rate periodic adjustment notice, the new ini-
tial interest rate adjustment notice, the prompt crediting require-
ment, and the payoff statement requirement. Regarding the 
amendments to Regulation X, the CFPB explained that over 80 
percent of outstanding mortgages are guaranteed by Fannie Mae, 
Freddie Mac, FHA, or the VA and that many of the requirements 
of the final rule are similar or identical to requirements already 
imposed on servicers of such mortgages. Small servicers have been 
exempted from many of these requirements as well. 
Q.2. What kind of analysis and coordination is the CFPB under-
taking to understand the aggregate impact of the Qualified Mort-
gages and Qualified Residential Mortgages (QRM) on the cost and 
availability of mortgage credit? Is the CFPB also taking into ac-
count how the proposed risk-weighting of mortgages and servicing 
rights in the Basel III proposals by the Federal Reserve, FDIC, and 
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OCC will affect the mortgage market before finalizing its QRM 
rulemaking? 
A.2. As stated above, the Bureau analyzed the potential impact of 
the QM rule on the cost and availability of mortgage credit. Under 
the statute, the Bureau is not an agency that will be finalizing or 
issuing either the QRM or the Basel III proposals. Therefore, con-
ducting such analyses in the context of the QRM rulemaking and 
the risk-weighting of mortgages and servicing rights in the Basel 
III proposals by the Federal Reserve, the FDIC, and OCC are with-
in the purviews of those other regulators rather than the CFPB. 
Q.3. In its first annual report, the CFPB Ombudsman rec-
ommended that the CFPB review and clarify what the enforcement 
attorney’s role during the supervisory examination is since it may 
be causing institutions to be less willing to share information. 
When do you expect the CFPB to act on this recommendation? 
A.3. The CFPB is currently reviewing its implementation of this 
policy, as recommended by the Ombudsman’s report. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR COBURN 
FROM RICHARD CORDRAY 

Q.1. Currently, Federal Reserve provides for CFPB’s operating 
costs from the ‘‘combined earnings’’ of the Federal Reserve System 
pursuant to Section 1017 of Dodd-Frank Wall Street Reform and 
Consumer Protection Act. In his February 14th testimony before 
the Senate Banking Committee, Chairman Bernanke stated that a 
recent Federal Reserve analysis estimated that the Federal Re-
serve might record losses of $40 billion and suspend contributions 
to the Treasury for 4 years beginning in 2017 if interest rates rise 
to 3.8 percent later this decade. If rates rise by another percentage 
point, the losses would triple, according to the study. As a result, 
the CFPB would have to seek funds from Congress at that time. 
If the CFPB does not intend to seek funds from Congress at that 
time, please explain how you plan to fund CFPB’s operations at 
that time? If the CFPB plans to seek funds from Congress at that 
time, why is it not appropriate to subject the CFPB to congres-
sional appropriations process now? 
A.1. The Dodd-Frank Act authorizes the CFPB to receive funding 
from the Federal Reserve in amounts determined by the Director 
to be reasonably necessary to carry out the authorities of the Bu-
reau, up to capped annual funding levels. The caps on the Bureau’s 
funding levels are expressed as a percentage of the total operating 
expenses of the Federal Reserve System as reported in its 2009 an-
nual report and are thus fixed in amount at this time and going 
forward, without being affected by any ongoing fluctuations in 
earnings by the Federal Reserve. Estimates by the Congressional 
Budget Office show the CFPB as having spending authority derived 
from transfers from the Federal Reserve through the budget hori-
zon. The Bureau is also authorized to seek up to $200 million an-
nually in additional appropriated funds from Congress if deemed 
necessary, but the Bureau has no plans to seek any such appro-
priated funds at this time. However, the Bureau will continue to 
submit an annual report to the House and Senate Committees on 
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Appropriations, as it did in July of 2012, and is happy to meet with 
any Members of Congress to discuss the Bureau’s budget. 
Q.2. At the hearing, you stated that the CFPB is applying the Gov-
ernment Performance and Results Act (GPRA) to show how the 
agency is justifying its spending. Please provide the most recent 
GPRA report. If no current GPRA report is available, then please 
provide any interim GPRA report. 
A.2. The Bureau’s draft strategic plan under GPRA is publicly 
available on its Web site at http://www.consumerfinance.gov/stra-
tegic-plan/. We anticipate releasing a final version of the strategic 
plan this Spring, along with updated budget and performance docu-
ments. 
Q.3. A November 2012 audit of the CFPB by the Government Ac-
countability Office (GAO) revealed that of CFPB’s approximately 
$300 million in obligations, $151 million was spent on Contracts & 
Support Services, $134.2 million on Salary & Benefits, and $14.6 
million on other obligations. Moreover, total CFPB net costs for 
FY2012 for its three strategic missions are as follows: $150.2 mil-
lion for Supervision, Enforcement, Fair Lending and Equal Oppor-
tunity; $56.7 million for Consumer Education and Engagement; 
and $39.3 million for Research, Markets, and Regulations. Do you 
consider these breakdowns to be appropriate and adequate? How 
do you anticipate them changing over time? 
A.3. Yes, the display of Fiscal Year 2012 obligations in the Finan-
cial Report of the CFPB for Fiscal Year 2012 is a fair and accurate 
representation of spending by major program area. 

The CFPB also published quarterly updates on Fiscal Year 2012 
spending, which are available on the Bureau’s Web site (http:// 
www.consumerfinance.gov/budget/). The additional detail includes 
an accounting of spending by major budget category (object class) 
and division, as well as a listing of major investments for Fiscal 
Year 2012. In addition, as you inquired at the hearing, all CFPB- 
awarded contractual obligations over the threshold of $3,000 are 
publicly available at www.usaspending.gov. 

The proportional breakdown of the Bureau’s spending is evolving 
over time. At the outset, most funds were expended on contractual 
services (including significant payments to the Treasury Depart-
ment, which had initial statutory authority to stand up the new 
Bureau), as the Bureau began with small numbers of personnel 
and has gradually grown in staff and developed more fulsome 
structures. Accordingly, the amount of contract services will dimin-
ish over time. The proportion of funds expended on different func-
tions of the Bureau will continue to evolve over time, though it is 
likely that Supervision, Enforcement, Fair Lending and Equal Op-
portunity will always require the largest share of resources to be 
devoted to their work. 

The CFPB received an unqualified ‘‘clean’’ opinion from the GAO 
on its Fiscal Year 2012 financial statements. GAO also provided an 
unqualified opinion on the Bureau’s Fiscal Year 2011 financial 
statements. These opinions confirm that the CFPB has imple-
mented effective internal controls over the efficiency of operations, 
compliance with laws and regulation, and financial reporting. 
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Q.4. The GAO audit also revealed that in Fiscal Year 2012 the 
CFPB expended $39.3 million on ‘‘Research, Markets, & Regula-
tion.’’ Yet, the audit did not provide a breakdown of spending in 
each of these categories. What portion of that budget was spent on 
research and what percentage on rule writing? Do you believe that 
the CFPB is spending adequate amounts on research and market 
analysis? 
A.4. Of the $39.3 million obligated to support Research, Markets, 
and Regulations, approximately 19 percent supported Research ac-
tivities while about 33 percent covered Regulation activities. The 
Bureau is building its Office of Research and has and will continue 
to make investments in these core functions to achieve the statu-
tory purposes that Congress established and assure that its policy-
making is backed by rigorous, data-driven analysis. 
Q.5. Note 4 in the GAO audit states that ‘‘[a]mounts in the Civil 
Penalty Fund are immediately available to CFPB and under the 
control of the Director, and shall remain available until expended, 
for payments to victims of activities for which civil penalties have 
been imposed. To the extent that such victims cannot be located or 
such payments are otherwise not practicable, the Bureau may use 
such funds for the purposes of consumer education and financial 
literacy programs.’’ The audit report also notes that ‘‘[d]uring fiscal 
year 2012, the CFPB negotiated $340 million in redress payments 
made directly to harmed victims. Additionally, the CFPB received 
$32 million from civil penalty settlements.’’ Please provide detailed 
accounting for the amount contributed to and distributed from the 
Civil Penalty Fund since its inception, including a detailed break-
down of how much money was expended from the Fund to victims 
(as a lump sum) and how much money was distributed for purposes 
of consumer education and financial literacy programs, including a 
detailed list and amount for each such programs. Does the Bureau 
intend to use the funds from the Civil Penalty Fund to pay for ex-
isting consumer education and financial literacy programs or to 
create new programs? 
A.5. The CFPB received $32 million in civil penalties during Fiscal 
Year 2012. The CFPB received an additional $14.1 million in pen-
alties shortly after fiscal year 2012 closed. These amounts were re-
ported in the Financial Report of the Consumer Financial Protec-
tion Bureau, Fiscal Year 2012 (Notes 16 and 17), available at 
http://www.consumerfinance.gov/reports/financial-report-of-the- 
cfpb-fiscal-year-2012/. Subsequent to the publication of the Finan-
cial Report, the CFPB collected an additional $5,001 in civil pen-
alties in fiscal year 2013. No distributions have been made from 
the Civil Penalty Fund to date. The Bureau has been carefully pro-
ceeding to develop an initial rule governing the process of distrib-
uting funds from the Civil Penalty Fund. The Bureau will publish 
that rule soon and will also request public comment. 
Q.6. In this report, the CFPB highlights that it spent $151 million 
on contracts and support services for FY2012. At the hearing, you 
stated that most of this cost is due to start-up costs and most of 
the contracts were with Treasury and other Federal agencies. The 
report lists some but not all of the expenditures. In addition, 
USAspending.gov only lists $58 million in contracts by the CFPB. 
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Please provide a complete list of contracts the CFPB has entered 
into for FY2012 and FY2013, including the amount of the contract 
and whether the contract was a ‘‘sole source’’ contract or done 
through a public request for bid. For the contracts identified as sole 
source, please submit all justifications and contract amounts. 
A.6. Lists of the contracts that the CFPB has entered into for Fis-
cal Year 2012 and Fiscal Year 2013, including the amounts, are at-
tached as Attachments B and C. Attachment D identifies the con-
tracts listed in Attachments B and C that were sole source, and the 
justification for each. 
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Attachment B 
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Q.7. The report shows that the CFPB grew from 214 employees in 
the third quarter of FY2011 to nearly 1,000 employees by the end 
of the FY2012. There has been some criticism that the CFPB is 
paying some employees very high salaries. How many people are 
employed currently by the CFPB? Please provide the number of 
employees who earn more than $125,000, $150,000, and $200,000 
respectively. 
A.7. The Dodd-Frank Act requires the CFPB’s pay and benefit pro-
grams to be comparable to those of the Federal Reserve Board and 
other Federal financial regulators. In compliance with the law, and 
following accepted salary administration practices, pay for CFPB 
employees is based on the skills, experience, and qualifications of 
the individual being hired, the position for which they are being 
hired, and the relevant pay band. As of February 23, 2013, the 
CFPB had 1,131 employees on board. Of these, 484 (43 percent) 
earned more than $125,000; 300 (27 percent) earned more than 
$150,000; and 59 (5 percent) earned more than $200,000 per year. 
Q.8. How many economists does the CFPB hire? How many econo-
mists work on economic analyses pursuant to rulemakings under-
taken by the agency? 
A.8. The CFPB has 20 PhD economists in its Office of Research at 
present. The number of economists working on analyses for 
rulemakings varies over time and depends on the number of 
rulemakings in process. 
Q.9. The report states that the CFPB has spent $150 million on 
Supervision, Enforcement, Fair Lending and Equal Opportunity. 
Please provide a detailed breakdown of how the monies are being 
allocated. Are any of these monies being used for data collection? 
Are any of these monies used to hire contractors, and if so, please 
list the contracts and amounts? 
A.9. The $150 million in costs allocated to Supervision, Enforce-
ment, Fair Lending and Equal Opportunity represent both direct 
costs of that division as well as indirect costs. The indirect or cen-
tralized costs include certain administrative and operational serv-
ices provided centrally to other Divisions (e.g., building space, utili-
ties, and IT-related equipment and services). 

Direct costs for the Supervision, Enforcement, Fair Lending and 
Equal Opportunity division were approximately $77 million. Of this 
amount, approximately $60 million was spent on personnel and ap-
proximately $9 million on travel and transportation. The remaining 
$8 million was spent on other contractual services. In order to ful-
fill the CFPB’s statutory purposes and objectives, including its obli-
gations to assess compliance with Federal consumer financial pro-
tection laws and to monitor consumer financial markets, it is nec-
essary for the Bureau to acquire and analyze qualitative and quan-
titative information and data pertaining to consumer financial 
product and service markets and companies. For your information, 
we have attached as Attachment B a detailed listing of all con-
tracts and interagency agreements that the CFPB entered into in 
Fiscal Year 2012, including for goods and services supporting the 
Supervision, Enforcement and Fair Lending and Equal Opportunity 
function. Detailed information about each contract, including the 

VerDate Nov 24 2008 14:29 May 23, 2013 Jkt 048080 PO 00000 Frm 00135 Fmt 6602 Sfmt 6602 L:\HEARINGS 2013\03-12 NOMINATIONS OF CORDRAY AND WHITE\HEARING\31213.TX



132 

vendor, description of service, and value of the contract, is also 
available at usaspending.gov. 

RESPONSES TO WRITTEN QUESTIONS OF CHAIRMAN 
JOHNSON AND SENATOR CRAPO FROM MARY JO WHITE 

Q.1. Your spouse, John White, sits on the advisory committees for 
the Public Company Accounting Oversight Board and the Financial 
Accounting Standards Board. Both of these entities received exten-
sive comments from their respective advisory committees on audit-
ing and accounting standards that are either approved or recog-
nized by the SEC. How do you intend to handle any real or per-
ceived conflict of interest on matters where the advisory commit-
tees make policy recommendations on these standards that may 
come before you as Chairman of the SEC? 
A.1. Pursuant to my Ethics Agreement, I will only be recused from 
particular party matters involving the PCAOB and/or the FASB. I 
will generally not be recused from broad policy recommendations 
that come from either entity. However, I am sensitive to the ap-
pearance concerns that could arise due to my spouse’s participation 
as an unpaid member of the advisory groups of the PCAOB and the 
FASB even in the context of broad policy discussions. In addition, 
although I understand that these advisory groups do not them-
selves make policy recommendations, I will be sensitive to situa-
tions, if any, in which my spouse makes a policy recommendation 
as a member of either group. Accordingly, I will consult with the 
SEC’s Ethics Counsel and the SEC’s Chief Accountant regularly to 
ensure that any appearance concerns are addressed. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR CRAPO 
FROM MARY JO WHITE 

Q.1. SEC enforcement actions have often required respondents to 
undertake certain actions, such as correcting the violative conduct 
and strengthening internal policies and procedures to prevent or 
detect future violations. How will you ensure that SEC enforcement 
undertakings are not used as a way to inform regulated entities 
not directly involved in the enforcement action of new regulatory 
requirements, without the opportunity for those entities to provide 
comments? 
A.1. I understand that undertakings strengthening internal policies 
and procedures to prevent or detect future violations, among other 
things, can be an important aspect of certain SEC enforcement ac-
tions. However, as I understand it, such undertakings are tied to 
the unique facts and circumstances of particular enforcement ac-
tions, and the underlying facts involved in the particular mis-
conduct at issue in each action. 
Q.2. Section 417 of Dodd-Frank requires the SEC to conduct two 
studies on short selling and submit reports on the results of those 
studies to Congress. The SEC has missed the statutory reporting 
deadlines for both studies. Will you commit to finishing the studies 
in a timely manner? 
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A.2. I have not yet had the opportunity to discuss the status of 
these two studies with the Commissioners and the staff, but as a 
general matter, I am committed to completing all Dodd-Frank Act 
mandates—both rulemakings and studies—both thoughtfully and 
expeditiously. 
Q.3. Section 619 of Dodd-Frank requires the SEC to work with the 
three banking regulators and the CFTC to adopt the so-called 
Volcker Rule. How will you ensure that a final Volcker Rule will 
not unnecessarily restrict permitted market-making activities? 
A.3. I understand the important role that market making plays in 
our financial markets. I look forward to working with the staff, my 
fellow Commissioners, and the other regulatory agencies to ensure 
that the final rules implementing Section 619, and the way that 
these rules are described in the adopting release, appropriately, 
and with clarity, account for this critical market function and en-
sure that the rules continue to allow market makers to provide 
needed liquidity to investors in a broad range of instruments, while 
at the same time ensuring that all of the statutory objectives are 
furthered. 
Q.4. Title VII of Dodd-Frank includes indemnification provisions 
that make it difficult, if not impossible, for foreign regulators to ob-
tain information on swap transactions. All four of the current SEC 
Commissioners, as well as former SEC Chairman Mary Schapiro, 
support repealing the indemnification requirements. Do you agree 
with them? 
A.4. Yes, I agree with the other Commissioners and former Chair-
man Schapiro and support repealing the provision in the Dodd- 
Frank Act (Section 763(i)) that requires any U.S. or foreign author-
ity, other than the Commission, seeking to obtain security-based 
swap data from a Commission-registered security-based swap data 
repository to agree to provide indemnification to the security-based 
swap data repository and the Commission ‘‘for any expenses arising 
from litigation relating to the information provided.’’ 
Q.5. Last year, the CFTC issued proposed interpretive guidance on 
cross-border application of the swaps provisions of Dodd-Frank, the 
so-called extraterritoriality guidance. The CFTC guidance received 
widespread criticism from foreign regulators across the globe for, 
among other things, not conforming to a G20 agreement, being too 
expansive in scope and confusing in application. Recently, the 
CFTC approved an exemptive order delaying the effective date for 
some of the provisions and issued further cross-border guidance in 
an attempt to clarify the scope and definition of ‘‘U.S. person.’’ 
However, at least one foreign regulator has stated that the further 
guidance made the definition even less clear. What steps will you 
take to ensure that the SEC will not face similar criticism? 
A.5. As Chairman Walter recently testified before this Committee, 
I understand that the Commission intends to address the inter-
national implications of the security-based swaps rules arising 
under Title VII of the Dodd-Frank Act holistically in a single pro-
posing release. To my mind, that approach allows the Commission 
to cover a broader set of issues than the CFTC included in its pro-
posed interpretive guidance. I think the Commission’s proposal 
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should address the application of Title VII in cross-border contexts 
with respect to each of the major registration categories covered by 
Title VII relating to market intermediaries and infrastructures for 
security-based swaps, and certain transaction-related requirements 
under Title VII in connection with reporting, clearing, and trade 
execution for security-based swaps. 

This needs to be done with a notice-and-comment rulemaking, so 
that it can consider investor protection and incorporate an eco-
nomic analysis that considers the effects of the proposal on effi-
ciency, competition, and capital formation. It is clear this approach 
takes more time than simply issuing interpretive guidance, but it 
has a number of advantages. These include, among others, a full 
articulation of the rationales for, and consideration of reasonable 
alternatives to, the proposals the Commission puts forth and ulti-
mately adopts. I agree that the cross-border rules adopted by the 
Commission need to provide, among other things, a clear and work-
able definition of ‘‘U.S. person’’ so that international participants 
have clear guidance as to how trading activities will trigger regu-
latory U.S. regulatory requirements. 
Q.6. Section 975 of Dodd-Frank enhances the regulation of munic-
ipal advisors. The provision was intended to apply to previously un-
regulated financial advisors. However, the SEC’s proposed munic-
ipal advisor rule went much further and would capture some activi-
ties of regulated bond underwriters. If confirmed, how will you ad-
dress the ‘‘underwriter exclusion’’ provision of the proposal when 
moving to a final rule? 
A.6. I have not yet had the opportunity to discuss this issue in de-
tail with the staff or with my fellow Commissioners, but I under-
stand that the Commission has received numerous comment letters 
that the 2010 proposed municipal advisor registration rules were 
too broad, including with respect to the scope of the underwriter 
exclusion. I understand that the staff is carefully weighing these 
comments as they develop recommendations for the Commission. I 
recognize the important role that bond underwriters play in assist-
ing municipalities in the issuance and sale of municipal securities. 
If confirmed, I commit to reviewing the scope of the underwriter 
exclusion and I will work closely with staff and the Commissioners 
to finalize and adopt these rules in a balanced way, with careful 
consideration of public comments and concerns about undue 
breadth of the proposed rules. 
Q.7. A July 2012 SEC staff report evaluated the development of 
International Financial Reporting Standards (IFRS) by the Inter-
national Accounting Standards Board (IASB). The report high-
lighted several significant concerns about moving to IFRS, includ-
ing its uneven application around the world, the potential cost to 
U.S. companies and the surrender of U.S. standard-setting sov-
ereignty. The report also cited concerns about the independence of 
the IASB. How will you address concerns that adopting IFRS 
would cede control over U.S. accounting standards to a foreign enti-
ty? 
A.7. I agree that the issues you have identified are concerns. I have 
not yet had the opportunity to discuss this issue in depth with the 
staff or with the Commissioners. As a general matter, I believe 
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that the pursuit of a single set of high-quality, globally accepted ac-
counting standards is a worthy goal. I plan to work with the Com-
missioners and staff on the challenges raised in the final staff re-
port. Ultimately, any decision to further incorporate IFRS within 
the U.S. should assure that such a change is in the best interest 
of U.S. investors and registrants. 
Q.8. Last year, the SEC and the Department of Justice (DOJ) 
issued joint guidance containing detailed information about the 
Foreign Corrupt Practices Act (FCPA), its provisions, and the agen-
cies’ enforcement priorities. Since then, companies and individuals 
seeking to comply with the FCPA have asked for further clarifica-
tion. If confirmed, will you commit to working with companies and 
individuals seeking to comply with the FCPA in order to improve 
the guidance? 
A.8. I understand that the SEC worked extensively with the De-
partment of Justice to prepare the recently issued joint FCPA 
Guidance. The Guidance explains how the Government interprets 
the FCPA and seeks to educate companies about the limits of per-
missible conduct. I understand that as part of the process of devel-
oping the Guidance, the Director of the SEC’s Division of Enforce-
ment and the Assistant Attorney General for the Criminal Division 
at the Department of Justice engaged in a series of roundtables 
with members of the business community, as well as others from 
the NGO and compliance community, to listen to their concerns 
about FCPA compliance. I understand that the Guidance addresses 
many of those concerns, and particularly seeks to clarify the type 
of conduct that gets prosecuted under the FCPA. I will need to re-
view with the staff any requests for further clarification of the 
FCPA Guidance, but if confirmed as Chair, I certainly would re-
main open to listening to any additional concerns of those seeking 
to comply with the FCPA, along with the leadership of the Division 
of Enforcement and its specialized unit dedicated to FCPA Enforce-
ment and our colleagues at the Department of Justice. 
Q.9. Recently, the National Association of Manufacturers has chal-
lenged the SEC’s conflict minerals rule in Federal court saying that 
‘‘The final conflict mineral rule imposes an unworkable, overly 
broad and burdensome system that will undermine jobs and growth 
and may not achieve Congress’s overall objectives.’’ In addition, 
there has been considerable concern that the conflicts mineral dis-
closures do not fit within the scope of the SEC’s mission to protect 
investors, maintain fair and efficient markets, and promote capital 
formation. Do you believe that conflict mineral disclosures should 
be considered material disclosures for investor protection purposes? 
A.9. As the Commission recognized in its release adopting the rule, 
several of the cosponsors of the conflict minerals statutory provi-
sion, as well as commentators during the rulemaking process, ex-
pressed the belief that conflict minerals disclosures are material to 
investors’ understanding of the risks in an issuer’s reputation and 
supply chain. The rule has been challenged in court and that issue 
has been raised, so I cannot appropriately comment further at this 
point. 
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Q.10. In July 2010, the SEC released an advance notice of proposed 
rulemaking with respect to the U.S. proxy system. The concept re-
lease addressed a number of important issues, including proxy me-
chanics and the growing influence of proxy advisory services. The 
concept release generated a large number of comments, as well as 
created substantial industry and investor interest in these issues. 
Since then, however, the SEC has not moved forward with any pro-
posed rules or other action to address the issues in the concept re-
lease. If confirmed, what priority will you give to deciding whether, 
and if so how, to move on the SEC’s proxy system concept release? 
A.10. The Proxy Mechanics concept release addressed a number of 
significant issues related to the proxy system and a large number 
of commenters provided useful feedback to the Commission. I agree 
that addressing the issues discussed in the concept release is an 
important undertaking for the Commission. I have not yet had the 
opportunity to discuss the concept release with the Commission 
and the staff. If confirmed, I will work with the other Commis-
sioners and the staff to outline the next steps to respond to the 
comments the Commission received on the concept release. 
Q.11. Treasury Secretary Jack Lew recently wrote ‘‘The Adminis-
tration has consistently opposed a financial transaction tax on the 
grounds that it would be vulnerable to evasion, create incentives 
for financial reengineering and burden retail investors.’’ Do you 
agree with this assessment? 
A.11. While I understand there are arguments both for and against 
the imposition of financial transaction taxes, their imposition does 
raise many complex issues such as those mentioned by Secretary 
Lew. Before taking a position on this particular proposal, I would 
want to closely review the details and consider how it might affect 
incentives for particular types of capital markets activities or have 
other impacts, positive or negative. 
Q.12. SEC Commissioner Dan Gallagher has pointed out that the 
last time the SEC conducted a comprehensive review of market and 
regulatory structure was almost 20 years ago, when the SEC un-
dertook the ‘‘Market 2000 Report’’ in 1994. Since then, new forms 
of competition, technology, global growth in trading, and broader 
investor participation have integrated and interconnected the 
world’s capital markets as never before. While many academic 
studies find that these trends have generally benefited retail inves-
tors in the form of lower trading costs, there have been a number 
of well-publicized technology failures in the past few years. Do you 
agree with Commissioner Gallagher that it is time to undertake a 
new comprehensive review of market and regulatory structure? 
A.12. I agree with Commissioner Gallagher that the SEC needs to 
be in a position to fully understand all aspects of today’s market-
place and, if confirmed, would take the steps necessary to achieve 
that objective. As I noted in my testimony, today’s high-speed, 
high-tech, and dispersed marketplace raises many questions and 
concerns that must be addressed with a sense of urgency. I have 
not yet had an opportunity to discuss these issues with the Com-
missioners and staff, but generally believe that the SEC should fol-
low a path that will enable it to address market and regulatory 
structure issues as expeditiously as possible. 
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RESPONSES TO WRITTEN QUESTIONS OF SENATOR REED 
FROM MARY JO WHITE 

Q.1. A recent New York Times editorial noted that, ‘‘to earn and 
retain the public trust, it is crucial that [Ms. White] avoid the ap-
pearance of conflict in all SEC matters.’’ To address the numerous 
conflict of interest concerns raised by many, you have indicated 
that in addition to direct conflicts involving your former law firm 
or clients, you will also consider the appearance of conflicts, includ-
ing those that arise due to your husband’s relationship to Cravath, 
Swaine & Moore LLP (Cravath). Please explain how you will avoid 
the appearance of conflicts that stem from Mr. White’s participa-
tion on the advisory boards of the Public Company Accounting 
Oversight Board (PCAOB) and the Financial Accounting Standards 
Board (FASB), particularly given the SEC’s oversight of the 
PCAOB and the SEC’s reliance on the FASB in establishing ac-
counting rules that apply to public companies? In addition, what 
further assurance can you provide regarding the consultative proc-
ess you will use to decide when recusal is appropriate with respect 
to any matter in which Cravath appears before the Commission? 
A.1. As I emphasized in my testimony, I am sensitive to any poten-
tial conflicts issues that could arise as a result of my or my 
spouse’s (or our firms’) legal practices. These issues were fully dis-
cussed and vetted with the Office of Government Ethics (OGE) and 
the SEC Ethics Counsel. During this process, I was informed that 
the extent of my possible conflicts and recusals are not out of the 
ordinary for other nominees, including former Chairmen of the 
SEC and other Commissioners. The Committee has my written 
Ethics Agreement that I have entered into with the SEC’s Ethics 
Counsel and that agreement sets forth the manner in which these 
issues will be addressed. 

I am also sensitive to any appearance concerns that could arise 
due to my spouse’s participation as an unpaid member of the advi-
sory groups of the PCAOB and the FASB. These issues were also 
fully discussed and vetted with OGE and the SEC Ethics Counsel. 
My Ethics Agreement sets forth the manner in which these issues 
will be addressed. I will also consult with the SEC’s Ethics Counsel 
and the SEC’s Chief Accountant regularly to insure that any ap-
pearance concerns are addressed. In addition, if confirmed I will 
work with the SEC’s Office of Ethics Counsel as well as my own 
counsel to vet all party matters that come before the Commission 
in which Cravath is a party or represents a party to determine 
whether any conflict or appearance concern exists. Any potential 
conflict of interest will be resolved in accordance with the terms of 
my Ethics Agreement. 
Q.2. In October 2011, the Securities & Exchange Commission 
issued guidance to public companies regarding the disclosure they 
should provide about cybersecurity risks and incidents. Since the 
guidance was issued, we have witnessed an increase in 
cybersecurity threats and breaches that threaten our companies, fi-
nancial markets and our national security. In fact, on February 12, 
2013, the President signed the ‘‘Improving Critical Infrastructure 
and Cybersecurity’’ Executive Order to address this increasing 
threat. Given the risks posed by cybersecurity threats to public 
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companies and financial market participants and regulators that 
rely on computer systems, will you request the agency re-evaluate 
the efficacy of its October 2011 guidance and report to Congress on 
how such guidance in being implemented? Would you also consider 
evaluating whether updated guidance is needed in light of the Ex-
ecutive Order? 
A.2. One of the SEC’s most important roles is to oversee the disclo-
sure provided by public companies. In this role, the SEC seeks to 
assure that investors have the information they need to make in-
formed investment decisions. While I understand that there are not 
specific line item requirements for cybersecurity risk and breaches, 
a number of existing disclosure requirements may result in disclo-
sure in this area. Companies provide disclosure on cybersecurity 
risk based on a general materiality analysis of what a reasonable 
investor would need to know. As I understand it, the goal of the 
guidance put out by the SEC staff was to assist companies in re-
viewing cybersecurity issues within the existing disclosure frame-
work, which, I believe, is well suited to eliciting material informa-
tion without overwhelming investors with other information that 
may not help them to make informed investment decisions. If con-
firmed, I will review these issues with the staff and my fellow Com-
missioners. 

I certainly understand and agree that cybersecurity is a key na-
tional security issue and one that will only grow in importance in 
the coming years. The frequency and severity of the attacks on 
companies and governmental institutions will inevitably increase, 
and the President’s and Congress’ focus on this issue is critical. 
The goal of the SEC staff’s guidance and the disclosure require-
ments of the Federal securities laws are directed at providing ma-
terial information about risks facing a public company. I believe it 
is important for the Commission and the staff to remain focused on 
cybersecurity, as risks in this area can change rapidly. If con-
firmed, I look forward to the opportunity to work with Congress on 
this matter. 
Q.3. The FSOC is comprised of members representing the various 
financial services regulators. Diversity of views on the panel is im-
portant and there is no one-size-fits-all regulation when it comes 
to financial stability issues. How do you see the SEC’s role on the 
FSOC? How do you plan to ensure the SEC’s mission of investor 
protection is incorporated into the FSOC’s efforts? 
A.3. The FSOC serves a critical purpose by providing a cross-agen-
cy focus on financial stability issues. I also believe the FSOC is an 
important and useful forum for the sharing of information and col-
laboration among financial services regulators. 

If confirmed as Chair, I would expect to be an engaged and active 
participant in the FSOC. Further, I would encourage staff to con-
structively share information with the FSOC’s financial regulators 
and educate them on the role of the SEC as a capital markets regu-
lator with a mission to protect investors, maintain fair, orderly, 
and efficient markets, and facilitate capital formation. As laid out 
in its 2011 and 2012 annual reports, the FSOC has described its 
purposes as identifying risks to financial stability, promoting mar-
ket discipline by eliminating expectation of Government protection 
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from losses, and responding to emerging threats to the stability of 
the U.S. financial system. These purposes would seem to com-
plement the SEC’s mission and investor protection focus, and if 
confirmed as Chair of the SEC, I would expect to work with my fel-
low FSOC members to foster that outcome. 
Q.4. The Dodd-Frank Act required the SEC to adopt rules man-
dating that municipal advisors register with the SEC. The SEC 
proposed rules in this area in 2010. Is it your intention, if you are 
confirmed as the SEC chair, to move to adopt final municipal finan-
cial advisor rules? 
A.4. If confirmed, I will work closely with staff and my fellow Com-
missioners to finalize and adopt these important rules promptly to 
protect municipal entities and investors without unnecessary regu-
lation. 
Q.5. Have you had an opportunity to review the SEC’s report on 
the municipal securities market, which was issued last year? If so, 
what are your thoughts with respect to the report’s recommenda-
tions? 
A.5. I am familiar with the Commission’s Report on the Municipal 
Securities Market. Although I have not yet had the opportunity to 
review it in detail and discuss it with staff and my fellow Commis-
sioners, I appreciate that this significant Report addresses two 
major areas that warrant careful consideration to ensure a stronger 
municipal securities market in the future. First, the Report made 
several important legislative and regulatory recommendations in 
the municipal disclosure area to improve the timeliness and uni-
formity of municipal disclosure and financial statements, including 
a recommendation to provide the SEC with direct authority to set 
baseline disclosure standards in this area. Second, the Report made 
a series of recommendations in the market structure area to im-
prove price transparency in the municipal securities market. 

RESPONSES TO WRITTEN QUESTIONS OF 
SENATOR MENENDEZ FROM MARY JO WHITE 

Q.1. Dodd-Frank Wall Street Reform requires the SEC to issue a 
uniform fiduciary standard to require all financial professionals— 
including broker-dealers who are not currently covered—to act in 
the best interests of their investors when providing investment ad-
vice. Fiduciary standards should apply to all professionals who give 
people investment advice. Do you see any reason why we should 
not have a uniform standard that includes broker-dealers? Will you 
move this provision forward in a timely manner? 
A.1. Broker-dealers and investment advisers both provide invest-
ment advice, but are regulated differently when doing so. When-
ever different standards apply to the same activity, I believe regu-
lators should carefully consider whether such distinctions make 
sense from both the perspective of investors and industry. Section 
913(f) of the Dodd-Frank Act gives the SEC the authority to adopt 
rules requiring a uniform fiduciary standard for the provision of 
personalized investment advice about securities to retail customers. 
As you know, the Commission very recently published a release re-
questing input from the public on a uniform fiduciary standard of 
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conduct for broker-dealers and investment advisers. The release 
contained details about how a uniform fiduciary standard of con-
duct could operate. I am very much looking forward to reviewing 
with the Commissioners and the staff the information provided in 
response to that release. The goal in this effort should be to make 
sure that investors, particularly retail investors, are appropriately 
protected and have access to, and choices about, the type of inves-
tor-focused investment advice that they need. 
Q.2. Wall Street Reform required the SEC to issue a rule on cor-
porate political spending. The SEC has received over 490,000 pub-
lic comments asking for disclosure of political spending. The SEC’s 
important move to consider this rule and its statement that it will 
issue a NPRM shows that they are adapting to the new way cor-
porate money is being used in the marketplace, and that they take 
their mandate to protect investors seriously. Investors are told this 
corporate spending is for their benefit, and so should have an SEC 
rule that will allow them to assess that claim. How will you move 
this important rule forward when you take office? 
A.2. Although the Commission is not required to issue a rule on 
corporate political spending, I understand that the Commission has 
received two rulemaking petitions asking the Commission to re-
quire the disclosure of political contributions made by public com-
panies. These petitions have received considerable attention, both 
from those in favor and from those opposed. The staff is reviewing 
the petitions to determine whether or not to recommend any rule-
making in this area. It would be premature for me to make an as-
sessment of the merits of the petitions, or to pre-judge the disclo-
sure requirement generally, without the benefit of the staff’s re-
view. 
Q.3. The SEC’s Office of Minority and Women Inclusion (OMWI) is 
now up and running. The reason for creating these offices was that 
there just is not enough minority representation within our finan-
cial regulators. What will you do to increase the number of minori-
ties and women, especially in management positions and as con-
tractors, at the SEC? 
A.3. I have met with the Director of the SEC’s OMWI to discuss 
how I can personally help in this critical effort. If confirmed, I in-
tend to give my full support to OMWI to ensure that the SEC has 
staff, infrastructure, and strategies in place to make significant 
strides in these areas. I will take a close look at the agency’s man-
agement organization and training programs, and also will encour-
age the agency’s managers and senior staff to work with OMWI 
both to expand the breadth of contracting opportunities available 
to minority-owned and women-owned businesses and to advocate 
for their inclusion in the competitive contract award process. I plan 
to make visible my commitment to diversity to ensure that the 
SEC’s workforce and supplier base reflect the increasing diversity 
of our Nation and of the investing public the agency is charged 
with protecting. 
Q.4. A bipartisan amendment led by Senators Franken and Wicker, 
which I supported, was added to Dodd-Frank that gave the SEC 
the authority to do a rulemaking to reduce conflicts of interest in 
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the credit rating industry. Are you committed to aggressively using 
the Commission’s authority to make sure that conflicts of interest 
are rooted out? 
A.4. This is a very important issue. I am committed to ensuring 
that all violations of the Exchange Act and the rules thereunder re-
garding prohibiting or managing conflicts of interest are aggres-
sively pursued. In the report to Congress pursuant to Section 939F 
of the Dodd-Frank Act issued in December 2012, the SEC staff rec-
ommended that the Commission, as a next step, convene a public 
roundtable to explore potential regulatory and statutory changes to 
further address any conflicts of interest. The roundtable will be 
held on May 14 and, if confirmed, I look forward to participating 
with the other Commissioners. 
Q.5. On the issue of money market mutual funds, there has been 
a great deal of discussion recently, from the role they play for con-
sumers in the financial markets and whether or not new regula-
tions are warranted in this space. I would appreciate your thoughts 
on whether you think money market funds played a role in the fi-
nancial crisis and the current status of regulations of these prod-
ucts, as well as the process we might expect from the SEC moving 
forward as far as reviewing comment letters and hearing from af-
fected parties in determining whether or not there’s a need for new 
regulations. 
A.5. As you know, late last year the SEC’s Division of Risk, Strat-
egy and Financial Innovation issued a report analyzing the run on 
money market mutual funds during the financial crisis and its po-
tential causes and consequences. I have reviewed that report and, 
if confirmed, I am committed to continuing my review of this im-
portant set of issues. If confirmed, I also look forward to discussing 
with the SEC Commissioners and staff the potential need for fur-
ther regulatory reform of money market mutual funds and, if so, 
what reforms would be optimal. I would expect that SEC staff 
would review all relevant comment letters, and I would look for-
ward to hearing from any interested parties regarding the potential 
need for further reform as well as any impact potential further re-
forms could have. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR BROWN 
FROM MARY JO WHITE 

Q.1. In response to a question from Senator Menendez, ‘‘consider 
consequences in their remedies so that, for example, a corporate 
fine that in effect would have a grievous impact on innocent share-
holders is taken into account in terms of remedies that they seek.’’ 
You elaborated on this answer to me: ‘‘do consider consequences in 
their remedies so that, for example, a corporate fine that in effect 
would have a grievous impact on innocent shareholders is taken 
into account in terms of remedies that they seek’’ 

Is it the SEC’s policy that institutions with more shareholders 
should be subject to lower penalties? 

Under Dodd-Frank’s Title II Orderly Liquidation Authority, 
shareholders will be wiped out. The Nation’s second largest bank 
has nearly 3,700 institutional and mutual fund shareholders alone. 
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A.1. No, it is my understanding that while the Commission ana-
lyzes a number of factors when determining the appropriateness of 
particular penalties imposed or sought in its enforcement actions, 
it does not to my knowledge have a policy that would dictate that 
a public company should receive higher or lower penalties simply 
as a result of its market capitalization or number of shareholders. 
What I was referring to in my testimony was the SEC’s 2006 cor-
porate penalty policy, which discusses the consideration of, among 
other things, whether current shareholders of the corporation were 
beneficiaries of the allegedly fraudulent conduct in determining the 
appropriate penalty level. 
Q.2. Would the SEC consider whether a particular penalty would 
send this institution into Orderly Liquidation, thus wiping out 
these 3,700 shareholders, when determining whether such penalty 
is appropriate? 
A.2. The Commission’s penalty authority is limited by statute to 
certain specified tiers tied to particular levels of misconduct, and 
the Commission does not currently have penalty authority that 
would allow it to impose significantly larger penalties—for exam-
ple, penalties calculated based on investor loss. Based on my un-
derstanding of the Commission’s existing penalty authority, it is 
difficult to imagine a situation where an SEC enforcement action 
could result in a penalty of the nature envisioned by your question. 
Nonetheless, as indicated, I understand that the Commission con-
siders a number of factors when determining the appropriateness 
of a particular penalty imposed or sought in one of its enforcement 
actions, but, to my knowledge, has no policy mandating that a par-
ticular penalty not be imposed because of anticipated collateral con-
sequences. 
Q.3. The SEC’s so-called Guide 3 rules governing financial disclo-
sures by Bank Holding Companies were written in the 1970s. The 
largest financial institutions have grown significantly since then— 
as I said at your hearing, 18 years ago, the six largest banks had 
assets equal to 18 percent of GDP, whereas today they equal 64 
percent of GDP. They are also much more complex—the six largest 
banks have around 14,420 subsidiaries. 

Do you believe that the Guide 3 rules should be updated to re-
flect the growth and complexity of financial institutions? 
A.3. I have not yet had the opportunity to discuss the disclosure 
rules for financial institutions with the Commissioners and the 
staff, but if confirmed, I will work with the Commissioners and the 
staff to review the effectiveness of the existing disclosure regime 
for these companies. As a general matter, I agree that consider-
ation should be given to whether the staff should conduct an eval-
uation of the guidance set forth in Industry Guide 3 in light of the 
growth and complexity of financial institutions since it was issued. 
Q.4. Should these disclosures be simplified so that investors have 
access to a more accurate picture of a financial institution’s balance 
sheet? 
A.4. Investors should have as accurate a picture as possible of 
every company’s financial statements. I also believe that we should 
always strive for the most meaningful and understandable disclo-
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sure. It is also important to recognize that the financial reporting 
of the Nation’s largest financial institutions is complex because the 
institutions themselves are complex, and, therefore, finding the 
right balance will continue to be a significant challenge. To address 
this, a review of the disclosure regime for these companies should 
also include an evaluation of how disclosures might be presented 
in a manner that is calibrated to the needs of different investors. 
Q.5. Would you support a requirement that institutions disclose, on 
a quarterly and annual basis, all settlements, judgments, enforce-
ment actions, and penalties brought against such institution? 
A.5. I understand that disclosure of settlements, judgments, en-
forcement actions, and penalties brought against financial institu-
tions is an important issue, and I would be interested in working 
with the staff to understand current practices and evaluating the 
adequacy of existing disclosure rules in this area. 
Q.6. Upon leaving, your law firm, Debevoise & Plimpton, will give 
you $42,500 a month in retirement pay for life, or $510,000 per 
year, through the firm’s partner-retirement plan. Debevoise would 
make a lump-sum payment to you in lieu of monthly retirement 
checks for the next 4 years, while you serve as SEC Chair. After 
that, your monthly payments would resume for life. Other Chair-
men and Commissioners—Republicans Harvey Pitt and Daniel Gal-
lagher, for example—severed all financial ties with their law firms 
when they went to work at the SEC. 

Doesn’t your compensation arrangement create the perception 
that your financial future is tied to the performance of your former 
firm? 

Why not cut all financial ties with Debevoise & Plimpton? 
A.6. If confirmed, I will retire from Debevoise & Plimpton LLP. I 
do not believe that the payment of retirement benefits to me should 
raise the perception you note. This retirement arrangement has 
been vetted by the U.S. Office of Government Ethics (OGE) and 
does not constitute a continued interest in the profitability or per-
formance of the firm. I have earned this retirement benefit as a re-
sult of my years of work at the firm. (It is my understanding that 
neither former Chairman Pitt nor Commissioner Gallagher was eli-
gible for retirement or retirement benefits at the time they left 
their firms to join the SEC.) The retirement benefit that I am enti-
tled to receive is the same benefit available to any retiring partner 
at the firm. Like all retired partners, under the retirement plan, 
I am entitled only to the specified lifetime benefits, not to the cash 
value of such benefits in an up-front payment. And, although there 
is no realistic possibility that any matter at the SEC could impact 
Debevoise’s willingness or ability to make the required retirement 
payments to me, under the terms of my Ethics Agreement, I would 
be recused from participating in any such matter. 
Q.7. During the 2008 bailouts, many large financial firms made 
representations about their financial conditions and failed to dis-
close, or made vague disclosures, regarding assistance provided to 
them by the Federal Reserve, FDIC, or United States Treasury. 

Section 501.06c of the SEC’s Codification of Financial Reporting 
Policies requires that any financial assistance that has ‘‘materially 
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affected, or are reasonably likely to have a material future effect 
upon, financial condition or results of operations, the [Management 
Discussion & Analysis portion of a company’s 10-K] should provide 
disclosure of the nature, amounts, and effects of such assistance.’’ 

Do you agree that loans from the Federal Reserve, guarantees 
from the FDIC, or capital injections from the United States Treas-
ury could materially affect the future financial conditions of finan-
cial large institutions? 

Do you believe that this support should be clearly disclosed to in-
vestors at the time that they occur? 
A.7. A loan or other financial assistance from the Federal Govern-
ment could materially affect the future financial condition of a 
large financial institution if that institution is in need of additional 
liquidity—and thus would require disclosure. On the other hand, 
there could be circumstances where a loan or other financial assist-
ance is provided to a financial institution where the amount of the 
loan or the nature of the financial assistance is not material— 
whether because the financial institution is not in need of the li-
quidity or the amount of the assistance is not material. Materiality 
is a very fact specific analysis that will differ from one financial in-
stitution to another. If a financial institution receives assistance in 
the form of a loan or similar obligation that is material to the fi-
nancial institution, it would be required to provide disclosure in a 
Current Report on Form 8-K within four business days of receiving 
the assistance. I think it is important for financial institutions to 
carefully and broadly consider their materiality analyses as they 
relate to the receipt of financial assistance from the Federal Gov-
ernment. 
Q.8. You have been credited with creating the Deferred Prosecution 
Agreement when prosecuting Prudential Securities. Since 2009, the 
Justice Department has used DPAs on a number of financial insti-
tutions, however, it has recently adopted an approach that permits 
it to criminally charge smaller foreign subsidiaries of financial com-
panies. 

It has been noted that the Securities and Exchange Commission 
began using DPAs in 2010, and that the SEC’s financial crisis 
cases—including a settlement with your former client JPMorgan 
Chase for selling faulty mortgage securities—have rarely named 
executives as defendants. 

Do you believe that the widespread use of DPAs is appropriate? 
Do you continue to believe that DPAs are an appropriate tool for 

the largest financial institutions? 
What will be your approach to using DPAs? Will you continue 

the SEC’s policy regarding the use of DPAs, or will you push for 
more companies and executives to admit guilt as part of settle-
ments? 
A.8. In appropriate circumstances, I believe that DPAs can be an 
effective tool for addressing corporate misconduct, particularly by 
making sure that companies and other entities implement remedial 
measures and other reforms to ensure future compliance with the 
law. In addition, DPAs can be used to help secure an entity’s self- 
reporting of misconduct and extraordinary cooperation against the 
individuals responsible for the wrongdoing. I understand that in 
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2010, the SEC initiated a series of measures to strengthen its en-
forcement program by encouraging greater cooperation from indi-
viduals and companies in the agency’s investigations and related 
enforcement actions. These initiatives, which included the use of 
DPAs, were patterned after the cooperation tools that criminal au-
thorities have regularly and successfully used for years. 

I understand that under the cooperation measures adopted in 
2010, the SEC issued a policy statement setting forth a framework 
for analyzing and evaluating cooperation in investigations and re-
lated enforcement actions in evaluating appropriate dispositions. 
Each situation is dependent on the facts and circumstances, but if 
confirmed as Chair, I will review with the staff the appropriate use 
of DPAs in resolving SEC enforcement matters. 
Q.9. Do you believe that requiring firms to admit to, or be charged 
with, criminal liability will cause the ‘‘loss of jobs, the loss of pen-
sions and other significant negative consequences to innocent par-
ties who played no role in the criminal conduct’’? 
A.9. The SEC does not have the authority to charge firms with 
criminal liability. The SEC’s mandate is to enforce the Federal se-
curities laws, and I understand that the Commission seeks to hold 
wrongdoers accountable wherever it identifies evidence sufficient to 
establish a violation of those laws. As discussed in my testimony, 
the DOJ has a long-standing policy that Federal prosecutors should 
consider, among other factors, the collateral consequences of a cor-
porate indictment in evaluating bringing charges against a busi-
ness organization. The actual collateral consequences of a corporate 
criminal charge will vary case to case. 
Q.10. An important component of SEC settlements is the require-
ment that financial institutions agree not to breach antifraud laws 
in the future. According to the New York Times, during the last 15 
years, at least 51 enforcement actions were brought against at 
least 19 Wall Street firms for breaking antifraud laws they had 
agreed never to breach. These companies included: American Inter-
national Group, Bank of America, Bear Stearns, Deutsche Asset 
Management, Credit Suisse, Goldman Sachs, JPMorgan Chase, 
Merrill Lynch, Morgan Stanley, RBC Dain Rauscher, UBS, and 
Wells Fargo/Wachovia. 

Should there be increased penalties for firms that violate their 
pledges not to break laws, in addition to the penalties for breaking 
those laws? 
A.10. It is my understanding that the staff will consider recidivism 
in evaluating appropriate penalties for a current enforcement ac-
tion, but that the Commission’s existing statutory penalty author-
ity does not authorize it to seek a specific penalty enhancement for 
a defendant that has previously been subject to a judgment or 
order in an SEC action. Nor does existing statutory authority au-
thorize the SEC to seek a civil penalty if an individual or entity 
has violated an existing Federal court injunction or bar obtained or 
imposed by the SEC in an enforcement action. Former SEC Chair-
man Mary Schapiro requested that Congress provide the SEC with 
such enhanced statutory penalty authority, as well as additional 
enhanced statutory penalty authority. I support that request and 
I believe that this approach would be more efficient, effective, and 
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flexible than the limited and cumbersome civil contempt remedy. I 
understand that such authority also would be comparable to the 
Commission’s existing ability to obtain civil penalties for violations 
of its administrative Cease and Desist orders. A bipartisan bill has 
been introduced in the Senate to enhance the SEC’s penalty au-
thority and, if confirmed as Chair, I look forward to working with 
Congress on that important legislation. 
Q.11. Should the Commission consider the fact that a firm has bro-
ken one of these pledges, and whether it has done so repeatedly? 
A.11. As indicated, I support Chairman Schapiro’s request to Con-
gress for additional penalty authority to authorize the Commission 
to seek an enhanced penalty against a defendant that has been 
subject to a judgment or order in an SEC action within the pre-
vious 5 years and to seek a civil penalty against a defendant that 
has violated an existing Federal court injunction or bar obtained or 
imposed in an SEC action. If Congress authorizes such enhanced 
penalty authority, and if confirmed as Chair, I would work with my 
fellow Commissioners and the Division of Enforcement to exercise 
that authority where appropriate. As also indicated, I believe the 
Enforcement staff does consider recidivism in evaluating appro-
priate penalties for enforcement actions. 
Q.12. You previously represented JPMorgan Chase. According to 
the New York Times, ‘‘despite six securities fraud settlements in 13 
years, JPMorgan rarely if ever lost any special privileges. It has 
been awarded at least 22 waivers since 2003, with most of its SEC 
settlements generating two or more. In seeking the reprieves, law-
yers for JPMorgan stated in letters to the SEC that it should grant 
a waiver because the company has ‘a strong record of compliance 
with the securities laws’. ’’ 

The Times continues: 
Bank of America and Merrill Lynch, which merged in 
2009, have settled 15 fraud cases and received at least 39 
waivers . . . Only about a dozen companies . . . have felt 
the full force of the law after issuing misleading informa-
tion about their businesses. Citigroup was the only major 
Wall Street bank among them. In 11 years, it settled six 
fraud cases and received 25 waivers before it lost most of 
its privileges in 2010. By granting those waivers, the SEC 
allowed Wall Street firms to have powerful advantages, se-
curities experts and former regulators say. The institutions 
remained protected under the Private Securities Litigation 
Reform Act of 1995, which makes it easier to avoid class- 
action shareholder lawsuits. 

Do these repeat offenders have strong records of compliance with 
securities laws, in spite of their frequent pattern of violations? 

The SEC’s head of Corporate Finance told the New York Times 
that the purpose of these rules is to protect investors. Do investors 
need to be protected from repeated legal violations by the largest 
broker dealers? 

As Chairman of the SEC, will you revisit this waiver policy in 
a manner that is less friendly to large broker-dealers? 
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A.12. I have not yet had the opportunity to discuss in detail the 
issue of waivers with the Commissioners and the staff, but will ex-
amine the issue if confirmed. I believe strong enforcement is nec-
essary for investor confidence and is essential to the integrity of 
our financial markets. And, I certainly believe that wrongdoers 
must be held accountable for their misconduct, including large 
broker dealers. As a general matter, when considering whether a 
waiver would be appropriate, I believe consideration should be 
given to the purpose of the specific disqualification and whether a 
waiver would be consistent with the Commission’s goals of pro-
tecting investors, maintaining fair, orderly, and efficient markets, 
and facilitating capital formation. 
Q.13. The central premise of the JOBS Act, which I did not sup-
port, was that reducing long-standing investor protections would 
make it easier for companies to raise capital and therefore lead 
companies to create more jobs. Chairman Schapiro was very strong 
in voicing her opposition to that legislation, however, I am con-
cerned that some, including members of the SEC’s Advisory Com-
mittee on Small and Emerging Companies, continue to press for 
further deregulation. 

Do you believe that the JOBS Act will achieve its stated purpose? 
Do you have any concerns with the JOBS Act, generally, or any 

of its specific provisions? 
Can you assure us that the SEC will not, absent a specific direc-

tive from Congress, move forward with any further deregulatory 
proposals? 
A.13. As I understand it, through the JOBS Act, Congress was 
seeking to address, at least in part, the decline in the number of 
initial public offerings in the United States and the challenge faced 
by small businesses to raise capital. Both of these objectives are 
seen as catalysts for supporting the growth and development of 
small businesses, which are drivers of job growth. It is too early to 
tell what impact the JOBS Act will have on strengthening small 
businesses and job growth. 

Investor protection is always a concern and priority for the SEC. 
A very important challenge for the Commission as it relates to the 
JOBS Act will be in its implementation. The success of the imple-
mentation and the ability for small businesses to have meaningful 
capital formation will depend on whether investors understand 
what they are investing in and feel secure in making such an in-
vestment. It will be critically important to consider this as the 
rules are implemented, but also after the rules are in place. If con-
firmed, I would work with the Commission and the staff to imple-
ment a robust program to review the capital raising practices that 
develop as a result of the JOBS Act and assess the impact these 
practices have on investors, capital formation and the markets gen-
erally. 

While I believe that the Commission should always consider 
whether its existing regulations should be further improved to en-
courage capital formation, if confirmed, I will be committed to en-
suring that any such consideration would be coupled with a 
thoughtful, robust, and transparent review of the impact on inves-
tor protection. 
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Q.14. When Congress passed the JOBS Act, it included a number 
of measures to make it easier for companies to go public without 
having to immediately meet the full obligations of public companies 
(such as internal control audits, compliance with basic corporate 
governance rules related to executive compensation, and even adop-
tion of new accounting and auditing standards). But, in our eager-
ness to promote IPOs, we have paid little attention to the need to 
reform the IPO process itself. Questions have surrounded some of 
the biggest recent IPOs—questions about the adequacy of 
Facebook’s disclosures regarding revenue trends around the time of 
its IPOs, for example, and about Groupon’s failure to disclose, prior 
to its IPO, a material weakness in its internal controls. There are 
even lingering questions about the fairness of investment bank IPO 
practices around the dot.com boom and bust, as described in a re-
cent column by New York Times columnist Joe Nocera. I am not 
suggesting that these are examples of illegal actions (though some 
may be). 

What would you do, a chairman, to ensure that the IPO process 
operates in a way that is fair to all participants? 
A.14. The JOBS Act made significant changes to the Commission’s 
rules concerning the offering process, disclosure, and communica-
tions in connection with initial public offerings. I believe it is too 
early to tell what impact these changes have had, or will have, on 
the IPO market and the way that IPOs are conducted. If confirmed, 
I would work with the staff to better understand the impact of the 
JOBS Act on offering practices and where challenges may still 
exist. 

As I noted in my written testimony, I believe that investors and 
all market participants need to know that the playing field of our 
markets is level. Accordingly, when issues that frustrate the funda-
mental integrity of our markets are identified, I believe that the in-
vesting public and market participants deserve appropriate and 
timely regulatory and enforcement responses. If confirmed, I would 
look forward to working with the staff and the Commission on the 
important issue of ensuring the fairness of the IPO market. 
Q.15. Do you have a view on areas that may be most in need of 
reform? 
A.15. I have not yet had the opportunity to discuss the issue of re-
forms to the IPO process with the Commissioners and the staff, but 
if confirmed, I would work with the staff and my fellow Commis-
sioners to better understand the range of current IPO practices and 
offering practices generally. I believe continued improvement and 
transparency is important and should be supported by all market 
participants. In general, I believe that the Commission’s offering 
rules must keep pace with innovations in technology and methods 
of communication in order to properly balance its mission to protect 
investors, facilitate capital formation, and maintain fair and or-
derly markets. If confirmed, I would seek to ensure that the Com-
mission continues to assess the effectiveness of its rules in light of 
evolving communications technology, and, importantly, changes in 
the manner in which companies and investors communicate. The 
costs and benefits of the regulatory structure governing commu-
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nications during offerings should be considered as a part of that re-
view. 
Q.16. Every year thousands of investors file complaints against 
their stockbrokers and investment advisers. Almost every broker- 
dealer and many investment advisers include in their customer 
agreements a mandatory pre-dispute arbitration provision, with 
some now also including class action waivers. Section 921 of the 
Dodd-Frank Act authorizes and delegates to the Commission the 
responsibility to reform or prohibit pre-dispute arbitration require-
ments if it finds that such changes are in the public interest and 
for the protection of investors. Congress has, in effect, given the 
SEC both the tools and a mandate to act in this area. 

Will the SEC take a serious look at the use of mandatory pre- 
dispute arbitration agreements? 
A.16. I have not yet had the opportunity to discuss this issue with 
the Commissioners and staff, but, as you noted, Section 921 of the 
Dodd-Frank Act amended the Securities Exchange Act of 1934 and 
the Investment Advisers Act of 1940 to provide the Commission 
with authority to conduct rulemaking, under certain circumstances, 
relating to agreements that require customers or clients to arbi-
trate any future disputes arising under the Federal securities laws 
or related rules or regulations. If confirmed, I commit to exploring 
the use, reform, and possible prohibition of these mandatory pre- 
dispute arbitration agreements. 
Q.17. If the SEC concludes that these agreements are, in fact, not 
in the best interest of investors (in other words, the threshold set 
forth in the statute has been met), will the SEC exercise its author-
ity under Section 921 and will it take action to limit or prohibit the 
use of these contract clauses? 
A.17. If confirmed, I commit to exploring with the staff and my fel-
low Commissioners the use, reform, and possible prohibition of 
these mandatory pre-dispute arbitration agreements. At this point, 
I am not able to commit to any specific outcome or approach. 
Q.18. The Foreign Corrupt Practices Act (FCPA) forbids U.S. com-
panies and their subsidiaries from paying foreign Government offi-
cials to obtain or retain business. The New York Times has re-
ported that Walmart, one of the largest companies in the United 
States, bribed Mexican officials in exchange for permits to open 
new stores. According to that story, members of the highest levels 
of company’s management also quashed an internal investigation 
in 2005 into the alleged bribery, and failed to notify the SEC and 
shareholders of either the allegations or the investigation. Only 
now, with the SEC and Justice Department investigating Walmart, 
are shareholders learning that the company believes that it may 
have committed additional FCPA violations in China, India, and 
Brazil. Meanwhile, the U.S. Chamber of Commerce has argued that 
the FCPA hampers the ability of U.S. companies to compete over-
seas and is leading a movement to weaken the law. 

What steps will you take to ensure that the SEC sends a clear 
message about the importance of complying with the Foreign Cor-
rupt Practices Act? 
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A.18. I believe that the SEC has a strong record of FCPA enforce-
ment. I understand that the Commission has filed a number of sig-
nificant FCPA actions in recent years that have imposed penalties 
and other sanctions against U.S. and non-U.S. companies that have 
engaged in bribery of foreign officials to obtain or retain business 
abroad and that have failed to implement strong policies and proce-
dures to ensure FCPA compliance at their subsidiaries operating 
around the world. I believe that the SEC’s FCPA enforcement ac-
tions can have a powerful deterrent impact—typically, they are 
carefully studied by the private bar and by compliance profes-
sionals at U.S. companies with overseas operations. I also under-
stand that the SEC’s Enforcement Division has a specialized FCPA 
unit with investigative attorneys and industry experts at SEC of-
fices around the country dedicated to FCPA investigations. This 
FCPA Unit worked extensively with the Department of Justice to 
develop and issue the recent FCPA Guidance that explains how the 
Government interprets the FCPA and seeks to educate companies 
about the limits of permissible conduct. I believe that the deter-
rence obtained through the SEC’s FCPA enforcement actions, along 
with the prevention that the SEC believes can be obtained through 
the FCPA Guidance, sends a clear message about the importance 
of complying with the FCPA. 
Q.19. FCPA enforcement often involves only the corporation with 
no related individual prosecutions. Do you agree that a more effec-
tive deterrent of FCPA violations necessitates individual prosecu-
tions? 
A.19. As indicated, I understand that the SEC has brought a num-
ber of significant FCPA enforcement actions in recent years. I as-
sume that where there has been sufficient evidence to charge indi-
vidual executives or employees in connection with the company’s 
FCPA violations, the Commission has not hesitated to do so. In 
fact, numerous recent FCPA enforcement actions have involved 
charges against individuals. I believe that full enforcement of the 
FCPA means investigating potential violations and pursuing the 
evidence wherever it leads, including appropriate actions against 
individual executives and employees. It is also my understanding 
that both the DOJ and SEC have in recent years emphasized the 
importance of prosecuting individuals (as well as companies) in ap-
propriate cases. I agree with that emphasis. 
Q.20. What is your position on the U.S. Chamber of Commerce’s 
call to amend the FCPA? 
A.20. I believe that the FCPA sends a powerful message that brib-
ery of foreign officials cannot be a way of doing business for U.S. 
companies operating abroad. If confirmed, as indicated, I would 
continue the SEC’s existing focus on strong FCPA enforcement. I 
also believe that the recently issued SEC–DOJ FCPA Guidance 
educates U.S. companies about the limits of permissible conduct 
and also makes clear how the SEC would reward companies that 
adopt compliance programs that are effective in preventing FCPA 
violations. With respect to proposed amendments to the FCPA, if 
confirmed, I would further study this issue. 
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RESPONSES TO WRITTEN QUESTIONS OF SENATOR WARNER 
FROM MARY JO WHITE 

Q.1. Right now there are about 50 rules under the SEC’s jurisdic-
tion that have missed their deadlines. In the case of the 
crowdfunding rules, the delay is legitimately holding up capital for-
mation among startups. Can you respond to how you might con-
front the SEC’s challenging workload as Chairman, and what im-
provements can be made in order to expedite the regulatory process 
in a prudent manner? 

Specifically in the JOBS Act, how might the SEC move the Title 
III Crowdfunding regulations more expeditiously? I know you are 
working through concerns about private placements and the new 
definition of accredited investors. However, some level of predict-
ability about what is expected from securities crowdfunding plat-
forms would help this sector develop appropriately. 
A.1. Under the Dodd-Frank Act and the JOBS Act, the SEC was 
mandated to engage in extensive and complex rulemaking. A sub-
stantial number of rulemakings have been completed, but a sub-
stantial number have not, including the crowdfunding rules. The 
remaining rulemaking mandates contained in the Dodd-Frank Act 
and JOBS Act must be completed swiftly. Though voluminous, if 
confirmed, I will work with the staff and my fellow Commissioners 
to finish, in as timely and smart a way as possible, those mandates 
required by Congress. This will require, I believe, strong leadership 
of parallel workstreams and close consultation with each of my fel-
low Commissioners. In working through the remaining 
rulemakings under Dodd-Frank and the JOBS Act, I will be cog-
nizant of potential improvements that could be made to make the 
regulatory process more efficient. 

As I indicated in my testimony, completing the rulemaking man-
dates that the Commission has received from Congress, including 
the crowdfunding rulemaking mandated under Title III of the 
JOBS Act, will be a high priority for me if confirmed. An important 
first step in this process will be for the Commission to issue a rule 
proposal on which issuers, investors, potential crowdfunding inter-
mediaries, and other interested parties may comment. My under-
standing is that Commission staff has been actively working on a 
rule proposal for the Commission’s consideration. I also understand 
that Commissioners and staff have met with a number of inter-
ested groups, and the staff has engaged in collaborative discussions 
with FINRA, the relevant national securities association for 
crowdfunding intermediaries, about the most efficient and effective 
way to move forward with the rulemaking. If confirmed, I will con-
sult with the Commission and staff to determine how best to move 
forward with rule proposals to implement the crowdfunding provi-
sion. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR HAGAN 
FROM MARY JO WHITE 

Q.1. In August 2012, the SEC adopted conflict minerals rules to 
implement Section 1502 of the Dodd-Frank Wall Street Reform and 
Consumer Protection Act. These rules require public companies 
with conflict minerals that are necessary to the functionality or 
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production of their products to make annual disclosures in their 
SEC filings, obtain an independent audit and post information on 
their Web sites. Aside from the actual disclosure and independent 
private sector audit that is required (other than during a brief 
transition period), I understand than an extensive process is re-
quired for companies to determine if they are subject to the rules. 

When the SEC proposed these rules, it estimated that the addi-
tional costs of the disclosure requirements would be less than $75 
million. Commentators responded that the SEC had vastly under-
estimated the costs of the rules. Professors from Tulane University 
estimated the costs to be $7.93 billion, and the National Associa-
tion of Manufacturers estimated cost of $8–16 billion. After review-
ing this input, the SEC concluded that the implementation costs of 
the revised rules would be $3–4 billion, and the ongoing compliance 
costs would be $207–609 million. It nevertheless proceeded to adopt 
final rules. 

Given the extraordinary cost of these rules, do you think the SEC 
should have adopted the final rules? 
A.1. The Dodd-Frank Act required the SEC to promulgate the final 
rule. In fulfilling this mandate, the Commission tried to reduce the 
burden of compliance in areas in which it had discretion while re-
maining faithful to the language and intent of the statutory provi-
sion Congress adopted. The rule has been challenged in court, and 
the extent of the Commission’s responsibilities in light of the cost 
is at issue, so it would be inappropriate for me to comment further 
at this point. 
Q.2. Given the pending legal challenge to the SEC’s conflict min-
erals rules what steps do you plan on taking if confirmed as Chair-
man to lessen the prospect of these legal challenges? 
A.2. A thoughtful and transparent rulemaking process—which in-
cludes a careful economic analysis—is an essential part of agency 
decision making and rulemaking. While it is impossible to predict 
or control the choices that potential litigants may make when con-
templating a court challenge to an SEC rulemaking, I believe that 
such analyses to support SEC rules will lessen the strength of 
many arguments raised against our rules. 
Q.3. The issue of fiduciary duty is one that has received consider-
able attention. 

What are your thoughts on harmonizing the standard of care for 
investment advisers and brokers? 

Along these lines and agency harmonization, do you believe that 
the SEC should work with the Department of Labor to ensure that 
there is a consistent standard of care, or at least workable dual 
models, for those who provide investment advice for retail products 
and retirement plans? 
A.3. Broker-dealers and investment advisers both provide invest-
ment advice, but are regulated differently when doing so. When-
ever different standards apply to the same activity, I believe regu-
lators should carefully consider whether such distinctions make 
sense from both the perspective of investors and industry. As you 
know, the Commission very recently published a release requesting 
input from the public on a uniform fiduciary standard of conduct 
for broker-dealers and investment advisers. The release contained 
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details about how a uniform fiduciary standard of conduct could op-
erate. I am very much looking forward to reviewing with the Com-
missioners and the staff the information provided in response to 
that release. I believe that the goal in this effort should be to make 
sure that investors, particularly retail investors, are appropriately 
protected and have access to, and choices about, the type of inves-
tor-focused investment advice that they need. 

With respect to the SEC’s coordination with the DOL, my under-
standing is that SEC staff has coordinated fairly extensively with 
DOL staff on the question of how to implement a workable fidu-
ciary standard and the practical effect for financial services pro-
viders, particularly broker-dealers, of operating under a fiduciary 
duty. I think such coordination and discussion is important and, if 
confirmed, I would encourage the staff to pursue coordination with 
DOL and other regulators. I have every expectation that the SEC 
and the DOL will continue to collaborate on developments regard-
ing the statutory standards each agency administers. 
Q.4. Final implementing rules for the Volcker Rule have been sig-
nificantly delayed. Given that the agencies will most likely not pub-
lish final rules until summer and that the statute explicitly recog-
nized a minimum 2-year conformance period, do you expect that 
guidance should be given to extend the current implementation 
date beyond July 2014? 
A.4. The Federal Reserve Board has sole authority under Section 
619 of the Dodd-Frank Act to determine whether the law’s conform-
ance period should be extended. However, I understand that the 
Commission has been consulted on issues regarding the Volcker 
Rule’s conformance period in the past. If confirmed, I will review 
this issue and consult with the Federal Reserve Board to ensure 
that the requirements both implement the intent of Congress and 
provide adequate time for entities that the Commission supervises 
to make the changes necessary to fully comply. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR WARREN 
FROM MARY JO WHITE 

Q.1. I’m very concerned about the revolving door that exists be-
tween the SEC and the private sector. Last month, the Project on 
Government Oversight released a report showing that, between 
2001 and 2010, more than 400 former-SEC employees filed almost 
2,000 disclosures indicating that they were representing a client in 
front of the SEC. Those disclosures were required to be filed only 
by former employees who had left the SEC within the previous 2 
years—so the actual revolving door activity went beyond the re-
ported 2,000 disclosures. I’m worried if someone works for the SEC 
and is already looking ahead to their next job, particularly their 
next very fancy, very high-paying job, that it might affect their 
judgment while they are still working at the SEC. 

Do you believe the revolving door is still a problem, and if so, can 
you talk about any plans you have to fix it? 
A.1. Every agency needs to be concerned about both the fact and 
appearance of the so-called revolving door and must have rules in 
place governing post-employment activity, as well as strong mecha-
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nisms for dealing with any potential conflicts resulting from prior 
employment activity. I understand that the GAO issued a report 
that noted the SEC’s post-employment procedures are similar to 
those of other regulatory agencies. In addition, the GAO only made 
one recommendation—that the agency has already adopted—re-
lated to documenting the advice that ethics officials provide to SEC 
employees before they depart. If confirmed, I would further review 
these issues. 
Q.2. According the same report, the SEC heavily redacts the so- 
called disclosures so that the public is often left in the dark about 
the real conflicts of interest. I think that’s a mistake and that 
transparency here should be a bigger priority for the SEC. Do you 
agree? 
A.2. As someone who previously served in Government, I too value 
transparency. But, without knowing what is being redacted, it is 
difficult for me to weigh the various factors that may be at play. 
I would, however, note that the reason these disclosures exist is be-
cause the SEC has a specific rule that requires former employees 
to notify the agency if they are going to appear before the Commis-
sion within 2 years of departure—something that goes beyond what 
is required by the Office of Government Ethics. If confirmed, I will 
look into the process regarding these disclosures. 
Q.3. The consumer agency has met virtually all of its Dodd-Frank 
rule-writing deadlines. The SEC has missed about half its dead-
lines. 

Can you outline your plans as SEC Chairman to make sure the 
SEC issues rules required by Dodd-Frank swiftly? 
A.3. The rulemaking mandates contained in the Dodd-Frank Act 
must be completed swiftly. Though voluminous, if confirmed, I will 
work with the staff and my fellow Commissioners to finish, in as 
timely and smart a way as possible, those and any other mandates 
required by Congress. As an initial matter, I believe strong leader-
ship of parallel workstreams and close consultation with each of 
my fellow Commissioners is required to complete this rulemaking 
in a responsible and expedited manner. 
Q.4. To what extent do you think the SEC’s reliance on appropria-
tions for funding has played a role in the agency’s failure to meet 
its rule-writing deadlines? 
A.4. As one not yet employed at the Commission, I cannot yet 
speak specifically as to how the appropriations process may have 
impacted the Commission’s ability to meet all of the rule-writing 
deadlines imposed by the Dodd-Frank Act. I do note, however, that 
under the Dodd-Frank Act the SEC was given over 90 complex 
rulemakings to complete without being given significant additional 
resources to do so. As a general matter, I also believe that the 
Commission has significant resource needs: to build out programs 
newly created under the Dodd-Frank and JOBS Acts; to strengthen 
other core agency functions like enforcement and examinations; 
and to continue critical investments in information technology. The 
fact that the Commission has been flat funded during FY13 in a 
Continuing Resolution—and frequently is funded under a Con-
tinuing Resolution—will make it difficult for the SEC to plan long- 
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term in hiring the experts and investing in the information tech-
nology projects the SEC needs to keep pace with its dynamic mar-
kets. 
Q.5. To what extent do you think the dynamics around SEC’s gov-
ernance structure—a five-person board—has played a role in the 
agency’s failure to meet its rule-writing deadline? 
A.5. As one not yet employed at the Commission, I cannot speak 
specifically to how the five-person board structure has played a role 
in the agency’s ability to meet all of the rule-writing deadlines im-
posed by the Dodd-Frank Act. As a general matter, while there are 
certainly benefits to a five-person Commission structure, it would 
also seem that the participation of multiple decision makers could 
impact the pace by which rules are promulgated. If confirmed, I 
look forward to working with my fellow Commissioners to finish, in 
as timely and smart a way as possible, all rulemaking mandates 
required by Congress. 
Q.6. As you know, all of the bank regulators—the Federal Reserve 
Bank, the OCC, and the consumer agency—are funded independ-
ently—outside the political process. Earlier this week, in an Op-ed 
in Politico, former CFTC Chairman Brooksley Born and former 
SEC Chairman William Donaldson called for the CFTC and SEC 
to be independently funded as well. Do you believe that inde-
pendent funding would increase the ability of the SEC to live up 
to its mission of protecting investors, the public, and the capital 
markets? 
A.6. Yes. During the Dodd-Frank debate, I understand Congress 
considered making the SEC ‘‘self-funded’’ like the SEC’s bank regu-
lator counterparts. I believe that such a change, had it been made, 
would have been a significant benefit to the SEC in many respects, 
including closing the resource gap between the SEC and its regu-
lated entities and in fulfilling its mission. 

While self-funding did not come to pass, there were significant 
changes made to the SEC’s funding structure so that now it is 
charged with collecting transaction fees from the securities indus-
try to match the SEC’s appropriation. With this so-called matched- 
funding, a rise or fall in the SEC’s appropriation is matched by an 
increase or decrease in transaction fee collections. This is signifi-
cant, as no matter what level Congress appropriates, the SEC’s 
budget is deficit-neutral. I would hope that this change would 
make it easier for the SEC to receive the resources it badly needs 
to carry out its wide-ranging responsibilities on behalf of investors 
and our capital markets. 
Q.7. Many Americans are concerned about the impact that well- 
funded lobbying of large corporations—particularly Wall Street— 
has had on weakening and slowing down the SEC’s rule-writing 
process. 

Can you describe what you would do as SEC Chairman in gen-
eral to stand up to lobbyists and help make sure the SEC lives up 
to its mission to protect investors, the public, and the capital mar-
kets? 
A.7. While I will always listen to differing viewpoints, and think 
it is important to do so, my focus will be on doing what is right 
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to protect investors and effectively overseeing our capital markets, 
focusing on aggressive enforcement of the securities laws and 
smart and timely regulation. At the end of the day, it is the respon-
sibility of the Commission to do the right and best thing in every 
situation and to make every rulemaking decision to further the 
SEC’s mission to protect investors, maintain fair, orderly and effi-
cient markets, and facilitate capital formation. If confirmed, that is 
what I would always endeavor to do. 
Q.8. At the hearing, we discussed the importance of measuring not 
only the costs of regulation in any cost-benefit analysis but also the 
costs of under-regulation—such as the costs of when too-big-to-fail 
banks take the kinds of risks that lead to the crash of our economy. 

Can you describe in more detail what you will do to make sure 
that the analysis carried out at the Commission is a real cost-ben-
efit analysis that incorporates both the costs of regulatory imple-
mentation and the costs of inaction? 
A.8. I agree that an important part of good economic analysis is de-
termining the benefits of regulation as well as the costs. As you 
stated at the hearing, in some situations avoiding the harms that 
result from the absence of sound regulation can be a very signifi-
cant benefit of a regulation. I am aware that it can be quite dif-
ficult to quantify the benefits of regulation; thus, while we must try 
to do so, if we cannot, we should explain why and still consider the 
qualitative benefits of regulation. 
Q.9. The SEC’s chief counsel has determined that the SEC should 
use cost-benefit analysis only in cases of discretionary action. Eco-
nomic consultants to the Commission have called for performing a 
cost-benefit analysis on even core statutory directives. Which ap-
proach do you favor? 
A.9. I understand that the approach currently set forth in the SEC 
staff’s guidance for economic analysis is to consider the overall eco-
nomic impacts of a rulemaking, including both those deriving from 
statutory mandates and those resulting from the Commission’s ex-
ercise of discretion. If confirmed, I look forward to having the op-
portunity to more carefully consider these issues in the context of 
specific Commission rulemakings. 
Q.10. Analysis after analysis has shown that the willingness of 
credit rating agencies to give AAA ratings to toxic mortgage-backed 
securities played a huge role in the crash of our economy. In 2011, 
the SEC proposed rules under its Dodd-Frank authority to imple-
ment a number of provisions to improve the integrity of the ratings 
system and limit future risk. It has now been 2 years since then, 
and we haven’t seen final adoption of the rules. I am concerned 
that the credit rating agencies continue to have clear conflicts of 
interest. I understand the SEC will be hosting a roundtable on this 
topic in May, and it is my hope that the Commission then imme-
diately proceed to a rulemaking, as Dodd-Frank authorizes it to do. 

What will you do as Chairman to accelerate this process? 
A.10. In the report to Congress pursuant to Section 939F of the 
Dodd-Frank Act issued in December 2012, the SEC staff rec-
ommended that the Commission, as a next step, convene a public 
roundtable to explore potential regulatory and statutory changes to 
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further address any conflicts of interest. The roundtable will be 
held on May 14 and, if confirmed, I look forward to participating 
with the other Commissioners. I have not yet discussed with the 
Commissioners and staff the process to finalize the particular rules 
you identified. If confirmed, I am committed to reviewing the agen-
da and prioritizing the required rulemakings that remain out-
standing. 
Q.11. Can you describe the substantive approach you believe the 
SEC should take to fix this problem and dial down the risk? 
A.11. If confirmed, I look forward to participating with the other 
Commissioners in the roundtable and exploring potential regu-
latory—and considering possible statutory—changes to further ad-
dress any conflicts of interest. In the meantime, I understand that 
the SEC staff will continue to perform annual examinations of the 
NRSROs, which specifically includes reviewing the management of 
any conflicts of interest by the NRSROs. 
Q.12. What will you do to make sure that the conflicts of interest 
are reduced and that the agencies follow the law? I’ve heard a lot 
of concerns that the rule proposals were too weak in these areas. 
A.12. I understand that there currently are rules in place to pro-
hibit or manage certain conflicts of interest and I am committed to 
aggressively pursuing any violations of those rules. That said, if 
confirmed, I will work with the SEC staff and the Commissioners 
to review the proposed rules and identify any provisions that may 
be further strengthened to address conflicts of interest. 
Q.13. As you know, derivatives markets are global in scope. How 
do you plan to make sure the SEC effectively oversees inter-
national derivatives transactions? 
A.13. For the security-based swaps that the Commission regulates, 
transactions that involve multiple jurisdictions are the norm, not 
the exception. It is therefore critical that the Commission consider 
how to apply the security-based swap rules in a cross-border con-
text and in doing so, also consider how to create and apply a regu-
latory framework to an existing market that is already global in 
nature. 

As Chairman Walter recently testified before this Committee, the 
Commission plans to address holistically the international implica-
tions of the security-based swap rules arising under Title VII of the 
Dodd-Frank Act in a single proposal. I believe this will give inter-
ested parties, including investors, market participants, foreign reg-
ulators, and other interested parties, an opportunity to consider as 
an integrated whole the Commission’s approach to the application 
of Title VII’s requirements to cross-border security-based swap 
transactions and non-U.S. persons that act in capacities regulated 
under the Dodd-Frank Act. Through these proposed rules, I believe 
the Commission can develop a strong regulatory framework that 
addresses the risks that can be posed to the United States by cross- 
border security-based swap transactions. 
Q.14. The taxpayers of many cities and towns have suffered huge 
losses in recent years as a result of bad and self-serving financial 
advice provided by large financial institutions. The Dodd-Frank Act 
requires anyone who provides financial advice to public entities to 
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register as municipal financial advisors and follow a fiduciary 
standard of care. The SEC proposed rules on this issue more than 
2 years ago but has not yet issued final rules. 

Do you agree with the principle that anyone who provides finan-
cial advice to municipalities should be held to a fiduciary standard? 
A.14. The municipal advisor registration provision in the Dodd- 
Frank Act imposes a fiduciary duty on municipal advisors to act in 
the best interests of municipal entities that they advise. If con-
firmed, I will work with staff and my fellow Commissioners to im-
plement this provision fully and adopt final municipal advisor reg-
istration rules promptly. Congress added the municipal advisor 
provisions for good reason—to protect municipalities, their tax-
payers, and investors in municipal securities from conflicted advice 
and unregulated advisors. They deserve the benefit of effective mu-
nicipal advisor regulation. 
Q.15. What will you do to prioritize the issuing of a strong final 
rule that defines municipal advisors so that the fiduciary standard 
can move forward? 
A.15. As I stated in my written testimony, if confirmed, one of my 
early priorities would be to finish the rulemaking mandates con-
tained in the Dodd-Frank Act in as timely and smart a way as pos-
sible. I understand that SEC staff is moving as promptly as pos-
sible to finalize the municipal advisor registration rules and that 
this rulemaking is the highest immediate priority in the SEC’s 
newly established Office of Municipal Securities. The staff has indi-
cated that it would like to present final rules for the Commission’s 
consideration in the first part of this year. If confirmed, I will work 
closely with staff and my fellow Commissioners to finalize and 
adopt these important rules promptly in a way that would carry 
out the intent of this Dodd-Frank Act provision to ensure the core 
protection of imposing a fiduciary duty on municipal advisors to 
municipal entities. 
Q.16. In Section 953(b) of the Dodd-Frank Act, Congress required 
the SEC to issue a regulation mandating that companies disclose 
the ratio of pay between the company’s CEO and the company’s 
median employee. This disclosure requirement is intended to help 
investors evaluate total levels of CEO pay relative to other com-
pany employees. Many investors want to know about these pay ra-
tios because high pay disparities between the CEO and other em-
ployees—particularly in a time of economic belt tightening—can re-
sult in lower employee morale, reduced productivity, and higher 
turnover, thereby signaling economic trouble for the company. It 
has now been more than 2 years since the SEC issued its rule im-
plementing the Dodd-Frank ‘‘say-on-pay’’ vote requirement, but the 
SEC has not yet issued a rule implementing Section 953(b). 

What will you do to finally get the rules implementing Section 
953(b) finally issued? 
A.16. Completing the rulemaking mandates that the Commission 
has received from Congress will be a priority for me if confirmed. 
This is the case both for those provisions with statutory deadlines, 
and those without, such as the Section 953(b) ‘‘pay ratio’’ rule-
making mandate. An important first step in this process for the 
Commission will be issuing a rule proposal through which the 
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Commission will be able to receive feedback from shareholders, 
companies, and other interested parties. I understand that there 
are differing views relating to the implementation of this mandate. 
Some believe that the disclosures required by Section 953(b) rep-
resent critically important disclosures to investors and have ex-
pressed concerns about any implementation approach that would 
narrow the provision’s scope. In contrast, others have questioned 
the usefulness to investors of the mandated disclosures, while at 
the same time questioning the ability of companies to collect the 
data necessary to make the disclosures required by the provision 
and asserting that the compliance costs will be quite high. If con-
firmed, I will consult with the Commission and the staff to deter-
mine the most effective and expeditious path forward for imple-
mentation of the pay ratio provision. 
Q.17. U.S. capital markets are uniquely diverse and provide con-
sumers with a wide range of banking and investment products. 
There has been concern expressed that various new regulations 
may result in making our financial markets even more reliant on 
banks. 

Do you agree with concerns over the concentration of assets in 
a few of the largest institutions? 
A.17. The strength of our capital markets depends on the existence 
of vigorous competition but also on sound regulation that gives in-
vestors, depositors, and other participants confidence in the safety 
of their assets. Regulators, in considering the economic effects of 
new rules, must take into account their benefits and costs, which 
includes the impact on competition and the potential risk of con-
centrating market share among a few large financial institutions. 
Further, the financial regulators—as members of the Financial Sta-
bility Oversight Council (FSOC)—must be vigilant in seeking to 
identify and address concentrations that create systemic risk. I un-
derstand these responsibilities and, if confirmed, will make sure 
that SEC does its part to live up to them. 
Q.18. What would be the implications of that consolidation for re-
tail investors? 
A.18. The SEC’s mission is to protect investors. If confirmed, I will 
seek to ensure that the SEC’s authority is used in a way that 
avoids risk to retail investors as a result of concentration and that 
preserves a broad array of choice among both providers and prod-
ucts. 
Q.19. Investors receive advice about securities under two standards 
of care. While investment advisors must follow a fiduciary standard 
of care when offering advice, broker-dealers must follow a different 
suitability standard. The result of having different rules for what 
is virtually the same service causes confusion and creates prob-
lems. Under the Dodd-Frank Act, the SEC is authorized to extend 
the fiduciary duty to broker-dealers. As you know, the SEC re-
cently put out a request for additional cost-benefit data. 

What is your view about extending the fiduciary standard to 
broker dealers? 

Will this be a priority for you? 
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A.19. Whenever different standards apply to the same activity, I 
believe regulators should carefully consider whether such distinc-
tions make sense from both the perspective of investors and indus-
try. This is true of broker-dealers and investment advisers, which 
you point out both provide investment advice but are regulated dif-
ferently when doing so. As you know, the Commission very recently 
published a release requesting input from the public on a uniform 
fiduciary standard of conduct for broker-dealers and investment ad-
visers. The release contained details about how a uniform fiduciary 
standard of conduct could operate. I am very much looking forward 
to reviewing with the Commissioners and the staff the information 
provided in response to that release. I believe that the goal in this 
effort should be to make sure that investors, particularly retail in-
vestors, are appropriately protected and have access to, and choices 
about, the type of investor-focused investment advice that they 
need. 
Q.20. The SEC enforcement division plays a critical role in ensur-
ing compliance with securities laws, but the private right of action 
is also a critical tool for making sure that corporations are account-
able to their shareholders and that investors can recover losses 
they suffer as a result of violations of securities laws. 

In Morrison v. National Australia Bank, the Supreme Court lim-
ited the ability of U.S. shareholders, especially public pension 
funds, to recover losses from securities fraud. Can you describe 
what you think the response should be to this ruling, and also in 
what ways you think the SEC should play a role in that process? 
A.20. I understand that, pursuant to Section 929Y of the Dodd- 
Frank legislation, the Commission last year undertook a study of 
potential legislative proposals that would address the Supreme 
Court’s decision in Morrison with respect to private rights of action. 
If confirmed, I commit to reviewing the study’s proposals with the 
staff and determining what role the Commission can play in help-
ing Congress determine what, if any, further legislative response to 
Morrison is necessary to ensure that investors have appropriate 
protections under U.S. securities laws. 
Q.21. Under the Dodd-Frank Act, the SEC has the authority to 
write rules on mandatory arbitration agreements. To date, the SEC 
has not done so. What is your stance on mandatory arbitration 
clauses that force investors to agree to arbitration instead of other 
measures during securities disputes, and what approach do you 
think the SEC should take on this issue? 
A.21. I have not yet had the opportunity to discuss this issue with 
the Commissioners and staff, but I am committed to having those 
discussions if confirmed. As you know, Section 921 of the Dodd- 
Frank Act amended the Securities Exchange Act of 1934 and the 
Investment Advisers Act of 1940 to provide the Commission with 
authority to conduct rulemaking, under certain circumstances, re-
lating to agreements that require customers or clients to arbitrate 
any future disputes arising under the Federal securities laws or re-
lated rules or regulations. If confirmed, I commit to exploring the 
use of these mandatory pre-dispute arbitration agreements. At this 
point, I am not able to commit to any specific outcome or approach. 
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Q.22. Do you believe there are other steps the SEC should take to 
strengthen the rights of private action for shareholders? 
A.22. Private rights of action have long been recognized as an im-
portant element of the Federal securities laws, as meritorious pri-
vate actions provide an essential supplement to the Commission’s 
own enforcement efforts. Historically, key issues surrounding the 
scope of private rights of action have been resolved by the courts 
in judicial decisions or addressed through legislation by Congress. 
If confirmed, I certainly will focus on whether there are ways the 
Commission could help to improve the current system of private se-
curities litigation. 
Q.23. Through its Citizens United decision, the Supreme Court un-
leashed a powerful group of millionaires and billionaires who would 
spend hundreds of millions of dollars to influence election out-
comes—all in secret. When there was a push in Congress to require 
disclosure of corporate spending on elections, armies of corporate 
lobbyists used their influence to kill it—and to keep the American 
people in the dark. The SEC is considering a proposed rule requir-
ing public companies to disclose political spending, but I am very 
concerned that the rule is in the sights of many powerful interests. 

Can you describe what you will do as SEC Chairman to make 
sure that corporations have to disclose the use of corporate re-
sources for political activities? 

To what extent will ensuring transparency over political spend-
ing by corporations be a priority for you? 
A.23. I understand that the Commission has received two rule-
making petitions asking the Commission to require the disclosure 
of political contributions made by public companies. These petitions 
have received considerable attention, both from those in favor and 
from those opposed. The staff is reviewing the petitions to deter-
mine whether or not to recommend any rulemaking in this area. 
It would be premature for me to make an assessment of the merits 
of the petitions, or to pre-judge the disclosure requirement gen-
erally, without the benefit of the staff’s review. 
Q.24. As you know, last year, Congress passed the JOB Act. 

What will you do to make sure that the SEC implements this 
legislation in a way that ensures investors will be protected? 

What will you do to make sure that the SEC implements this 
legislation in a way that ensures sufficient transparency in our 
capital markets? 
A.24. The rulemakings mandated by the JOBS Act represent new 
capital raising opportunities for companies of all sizes. I recognize, 
however, that the JOBS Act made significant changes to the securi-
ties laws. In connection with the implementation of the changes, it 
will be important to make sure that the Commission and its staff 
are focused on the agency’s critical mission of protecting investors. 
The success of the JOBS Act, and the ability of companies to raise 
capital, will depend on whether investors understand what they 
are investing in and feel secure in making such an investment. It 
will be critically important to consider this as the rules are imple-
mented, but also after the rules are in place. If confirmed, I would 
work with the Commission and the staff to implement a robust pro-
gram to review the capital raising practices that develop as a result 
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of the JOBS Act and assess the impact these practices have on in-
vestors, capital formation, and the markets generally. 
Q.25. Do you believe that the 1982 accredited investor standard 
continues to be appropriate in 2013, or do you think it makes sense 
to increase the threshold ($1 million in assets, $200,000 in income)? 
A.25. I think it is very important for the Commission to undertake 
a thorough study of the current definition of accredited investor, 
particularly as it relates to the net worth and income tests for nat-
ural persons. The Dodd-Frank Act instructs both the Government 
Accountability Office and the Commission to study the definition. 
I believe that the insight and recommendations that come from 
those studies will be important components of the Commission’s 
consideration of any possible rulemaking relating to changes to the 
accredited investor definition. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR VITTER 
FROM MARY JO WHITE 

Q.1. What will you do to ensure that coordination is taking place 
between the SEC’s uniform fiduciary standard of care for broker 
dealers and investment advisers and the DOL fiduciary rule that 
also seeks to regulate financial advice provided to investors plan-
ning for retirement? 
A.1. I think such coordination and discussion is important, and if 
confirmed, I would encourage the staff to pursue coordination with 
DOL and other regulators. 
Q.2. Do you know if anyone at the SEC has engaged in regular 
conversations with the DOL on this subject over the last year as 
Congress asked? 
A.2. My understanding is that SEC staff has coordinated fairly ex-
tensively with DOL staff—including over the last year—on the 
question of how to implement a fiduciary standard and the prac-
tical effect for financial services providers, particularly broker-deal-
ers, of operating under a fiduciary duty. 
Q.3. The SEC’s mission is to protect investors, maintain fair, or-
derly, and efficient markets, and facilitate capital formation. How 
would you balance these sometimes competing goals to insure that 
our capital markets remain the envy of the world? 
A.3. As I noted in my testimony before the Committee, I do not be-
lieve that the three components of the SEC’s mission should be 
viewed as in conflict with each other. While each is critical in its 
own right, they also are complementary. For example, a market 
with robust investor protections—protections that help to assure 
that investors will have the confidence to participate in the mar-
ket—will create the environment for sustained and meaningful cap-
ital formation. Without these protections, and the investor con-
fidence that comes with it, the markets will not attract the breadth 
and depth of capital that will enable our markets to flourish. 

It is the responsibility of the Chair and the Commission to take 
the long-term view, balance the objectives when necessary, and 
seek to fulfill all parts of its critical mission. Then, our markets can 
thrive and investors will be protected and benefit. 
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Q.4. How much importance do you place on the careful analysis of 
the costs and benefits of any proposed rulemaking? 
A.4. I believe that carefully analyzing the potential economic ef-
fects of a proposed rule is an essential part of sound rulemaking 
practice. Such careful analysis involves a qualitative and, where 
possible, a quantitative assessment of a rule’s potential costs and 
benefits. As I stated at the hearing, I understand that it can be dif-
ficult to quantify certain economic effects of financial regulation, 
and particularly the benefits of such rules. But I believe we must 
make reasonable efforts to quantify the likely costs and benefits of 
a proposed rule, and if we cannot we should explain why. 
Q.5. In a meeting with reporters you were adamant that Anthony 
Hargrove, a Saints defensive lineman, was shown saying, ‘‘Bobby, 
give me my money.’’ You also told Peter King that you were sure 
it was Hargrove ‘‘because you can see his lips moving.’’ You also 
said that as a prosecutor you had gotten convictions with less evi-
dence. Roger Goodell said he now believes that Hargrove didn’t 
make these comments. In his letter to the accused players after 
their appeal put doubt to these claims Goodell stated, ‘‘I need not 
resolve the issue of who made the statement. Instead, I am pre-
pared to assume—as he apparently stated publicly—that he did not 
make it.’’ Mr. Hargrove has been unable to find work in the NFL 
since your allegation. What does your insistence of Hargrove’s guilt 
say about your credibility as an independent evaluator? 
A.5. In meetings on June 18, 2012, in connection with disciplinary 
proceedings brought by the NFL, whom I represented, against Mr. 
Hargrove and other players, I presented a summary of the evidence 
obtained by investigators from NFL Security. On this point, I ex-
plained how the NFL investigators viewed the sideline footage that 
captured Mr. Hargrove and others. At the time, Mr. Hargrove had 
declined to be interviewed by NFL investigators or to otherwise 
provide evidence contradicting the NFL’s findings, which was noted 
during those proceedings. Subsequently, Mr. Hargrove denied to 
the media that he had made some or all of the quoted statement. 

In denying Mr. Hargrove’s appeal, Commissioner Roger Goodell 
noted, in his July 3, 2012, decision, that the NFL investigators 
‘‘reasonably concluded’’ that Mr. Hargrove was the speaker of the 
quoted language, but he would assume, as Mr. Hargrove asserted 
after the June 18 meetings, that he was not the speaker. As Com-
missioner Goodell also made clear, it was not necessary to resolve 
the issue to conclude that Mr. Hargrove had misled the NFL inves-
tigators as to the existence of a pay for performance/bounty pro-
gram, which was the basis of the discipline imposed on Mr. Har-
grove. In ruling on the players’ ultimate appeals, former NFL Com-
missioner Paul Tagliabue, while vacating the specific discipline, af-
firmed both Commissioner Goodell’s factual findings as to all play-
ers, including Mr. Hargrove, and his conclusion that Mr. Hargrove 
(and two of the other players) had engaged in ‘‘conduct detrimental 
to the integrity of, and public confidence in, the game of profes-
sional football.’’ As an independent evaluator of evidence, it is al-
ways important to be open-minded and to take into account all of 
the relevant facts available to you, which is what I did. 
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Q.6. Ms. White, you stated that the punishments the Saints re-
ceived were based on ‘‘multiple, independent first-hand accounts.’’ 
How many of these accounts specifically mentioned a ‘‘pay for in-
jury’’ program? And, did any of the witnesses have a vested inter-
est in collaborating what the league was alleging? 
A.6. As the record of these proceedings reflects, a number of wit-
nesses stated that the pay for performance/bounty program re-
warded injury-producing plays. The credibility of witness testimony 
must always be carefully scrutinized before reaching any conclu-
sions; part of that scrutiny involves a consideration of any bias or 
self-interest. Here, the accounts of witnesses were credited where 
they were consistent with and corroborated by the independent ac-
counts of other witnesses and/or the documentary evidence. As 
noted in response to Question 5, the factual findings of Commis-
sioner Goodell were affirmed on appeal. 
Q.7. What do you believe the FSOC’s proper role is in money mar-
ket fund rulemaking? 
A.7. I believe that the next step on money market fund reform 
should occur at the SEC. If confirmed as Chair of the SEC, I would 
certainly be open to the views of FSOC members, as well as other 
interested parties, with respect to money market fund reform. 
However, the SEC is the primary regulator of money market funds 
and should take the lead in regulating the product. 
Q.8. If you choose to go with a floating NAV for some or all funds, 
will you commit to working on the accounting issues and working 
through the tax issues with the IRS? 
A.8. If confirmed, and the Commission were to propose requiring 
that some or all money market mutual funds transact with a float-
ing NAV, I would seek to ensure that the SEC considered and 
worked to mitigate any potential accounting issues associated with 
such a reform. Further, I would seek to ensure that SEC staff 
worked with the appropriate tax regulators at the IRS and the 
Treasury Department to mitigate any potential tax issues associ-
ated with a floating NAV. 
Q.9. In a recent speech, FRBNY President Dudley suggested that 
money market funds might be a good candidate for a Fed backstop. 
Do you agree with Mr. Dudley? 
A.9. The fundamental nature of money market funds is that they 
are an investment product. Although I have not had the oppor-
tunity to study Mr. Dudley’s speech in detail, my initial reaction 
is that, as investment products, they presumably would not rep-
resent the type of vehicle that should carry a backstop of the Fed-
eral Reserve Board. However, if confirmed, I would expect to ex-
plore this issue further with the staff, Commissioners, and other 
Federal financial regulators. 
Q.10. Are you open to giving serious consideration to voluntary gat-
ing by fund boards as a potential reform? 
A.10. I am open to a variety of potential reforms of money market 
funds that address the concerns that remain since the adoption of 
the SEC’s important 2010 money market fund reforms. That would 
include giving consideration to voluntary gating by fund boards, as 
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well as other reform options. If confirmed as Chair, I would want 
to continue to study the issue—and the potential impacts of poten-
tial reform options—with the SEC staff and Commissioners. 
Q.11. Some have argued that having an inadequate capital buffer 
is worse than having no buffer at all. Do you agree with that argu-
ment? 
A.11. If confirmed as Chair, I would want to study the issue of cap-
ital buffers for money market mutual funds with the SEC staff and 
Commissioners and consider whether having a capital buffer of any 
size would be beneficial for money market funds and advance the 
Commission’s investor protection and capital formation goals. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR JOHANNS 
FROM MARY JO WHITE 

Q.1. You mentioned in your written statement as well as during 
the hearing that you intend to focus on equity market structure by 
first getting a better understanding of the market segments. As 
you know the SEC issued a Concept Release in 2010 about equity 
market structure, this Committee has held several hearings about 
equity market structure, the Financial Services Committee in the 
House of Representatives has held a hearing, the Joint CFTC–SEC 
Advisory Committee made recommendations about equity market 
structure and there has been several recent studies conducted by 
independent third parties such as Tabb Research and the CFA In-
stitute about equity market structure. Given all of this work that 
has already been done, I believe the prudent step is to move for-
ward rather than start over. Regardless as to what people believe 
should be done to address the cracks and lack of confidence in the 
U.S. equity market structure, it is clear that there is a problem and 
it should be addressed before all trading is done in the dark and 
investor confidence continues to decline. What substantive steps do 
you intend to take to address the increased level of trading in the 
dark and the lack of confidence in the public markets? 
A.1. I agree that the SEC should take all steps necessary to pro-
mote investor confidence in the fairness and integrity of the equity 
markets. Equity investing inherently involves risks and rewards. 
Our equity market structure should be perceived by investors as a 
strength and source of confidence, rather than perceived as a risk 
factor in and of itself. As I noted in my testimony, today’s high- 
speed, high-tech, and dispersed marketplace raises questions and 
concerns that must be addressed with a sense of urgency. While I 
agree that the Commission, other regulators, and Congress have 
done significant work on equity market structure, I have not yet 
had an opportunity to discuss these issues with the Commissioners 
and staff. I generally believe that the SEC should follow a path 
that will enable it to address market structure issues in a respon-
sible manner as expeditiously as possible. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR TOOMEY 
FROM MARY JO WHITE 

Q.1. The conflict minerals rule seriously impacts publicly traded 
companies, many of whom are trying to be compliant but are un-
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1 The phrase ‘‘consistent with [the Fed’s] long-standing policy of national treatment and 
equality of competitive opportunity between the U.S. operations of foreign banking firms and 
U.S. banking firms’’ is taken from the Fed’s proposing release. See, Enhanced Prudential Stand-
ards and Early Remediation Requirements for Foreign Banking Organizations and Foreign 
Nonbank Financial Companies, Proposed Rule, 77 FR 76629 (Dec. 28, 2012). 

clear on the timing of the rule. There was a somewhat ambiguous 
final rule, and I have heard that the SEC intends to release guid-
ance to clear up these ambiguities. Can you just let us know what 
the timing is for the release of the guidance and the scope of the 
guidance? 
A.1. The Commission adopted the Conflict Minerals rule in August 
2012, and the Commission established a compliance date that re-
quires issuers subject to the rule to file the first reports by May 
31, 2014, for the reporting period covering January 1, 2013, to De-
cember 31, 2013. I understand that the staff has stated publicly 
that it has received inquiries from companies seeking interpretive 
guidance on the conflict minerals rule and that it is working to re-
spond to the inquiries and hopes to provide guidance soon. I have 
not discussed the scope and specific timing of the guidance with 
Commission staff. 
Q.2. What are your views on the Fed’s proposed rules on foreign 
banks and specifically their impact on foreign owned broker-deal-
ers? 

Are you concerned about the case where a foreign firm does not 
own a U.S. bank subsidiary but the Fed is still seeking to set U.S. 
bank capital standards for the foreign firm’s U.S. broker-dealer, via 
an intermediate holding company, on top of SEC standards? 

Won’t this have the effect of discriminating against foreign- 
owned broker-dealers? 

As the new Chairman of the SEC, how would you address the 
Federal Reserves’ attempt to override the SEC broker-dealer cap-
ital requirements? 
A.2. The Federal Reserve Board has stated that its proposed rules 
regarding foreign banking organizations are consistent with its 
long-standing policy of national treatment and equality of competi-
tive opportunity between the U.S. operations of foreign banking 
firms and U.S. banking firms. 1 Generally, I am informed that the 
proposal is meant to ensure foreign banking organizations main-
tain sufficient capital and liquidity within its U.S. subsidiaries on 
a consolidated basis, instead of relying on the strength of a foreign 
parent or guarantor. 

Large U.S. bank holding companies, including those with large 
broker-dealer subsidiaries, are already required to meet the Fed’s 
standards on a consolidated basis, while the broker-dealer is re-
quired to meet the SEC’s standards. The Fed is proposing that the 
U.S. operations of certain large foreign banking organizations meet 
the same prudential standards as domestic bank holding companies 
at the intermediate holding company level, which also may include 
large broker-dealers regulated by the SEC. 

I understand that certain foreign banking organizations have 
raised the issue of whether the Fed’s proposed rules will discrimi-
nate against foreign-owned broker-dealers. It would be expected 
that the Fed would address any such comments it may receive in 
the context of its final rulemaking in this area. 
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I have not yet had the opportunity to discuss this issue with the 
Commissioners and staff. But if confirmed, I will do so and work 
closely with the Fed to ensure that its prudential oversight of for-
eign banking organizations in the U.S. at the intermediate holding 
company level would be consistent with the Commission’s oversight 
objectives and with the safe operation of broker-dealer subsidiaries 
of foreign banking organizations in the U.S. securities markets. 
Q.3. Should the Federal Reserve Board, OCC, FDIC, SEC, and 
CFTC all work together to ensure consistency and uniformity, and 
issue one set of final Volcker Rule regulations? 

Should the SEC make finalizing the Volcker Rule regulation as 
a priority since the Federal banking agencies are further along in 
their process? 
A.3. I understand that the Federal Reserve Board, OCC, FDIC, 
SEC, and CFTC are, in fact, working together closely to develop 
rules to implement the requirements of Section 619 of the Dodd- 
Frank Act, commonly referred to as the ‘‘Volcker Rule.’’ I agree 
that, as recognized by Congress in the statute, inconsistent rules 
could provide advantages to, or impose disadvantages on, the dif-
ferent types of legal entities subject to the provisions of the Volcker 
Rule. In addition, commenters on the joint proposed rules have em-
phasized the importance of comparable regulations and have noted 
that diverging rules would increase regulatory burdens. I am com-
mitted to following the statutory mandate and will work closely 
with my fellow regulators to assure that our regulations are com-
parable and consistent. I understand that Commission staff and 
the staffs of the other regulatory agencies, along with Treasury 
staff in their role as coordinator, are involved in regular discus-
sions on this rulemaking. Since the staffs of the various agencies 
are working together closely to refine the proposed rules in re-
sponse to comments, I am informed that it is not the case that any 
of the agencies are further advanced than others in the process of 
adopting final rules. 
Q.4. Will the SEC conduct a comprehensive cost/benefit analysis 
before any money market mutual fund rule is either proposed or 
adopted? 
A.4. If confirmed, I will ensure that any SEC proposal for further 
money market mutual fund reform will contain a full proposed eco-
nomic analysis (including a cost-benefit analysis) compliant with 
the staff’s ‘‘Current Guidance on Economic Analysis in SEC 
Rulemakings’’, and would request comment on that analysis. I 
similarly commit to ensure that any SEC adoption of such money 
market mutual fund reforms would contain a final economic anal-
ysis in accordance with that Guidance. This Guidance is available 
at such money market mutual fund reforms would contain a final 
economic analysis in accordance with that Guidance. This Guid-
ance is available at such money market mutual fund reforms would 
contain a final economic analysis in accordance with that Guidance. 
This Guidance is available at http://www.sec.gov/divisions/ 
riskfin/rsfilguidanceleconlanalylsecrulemaking.pdf. 
Q.5. The IPO On-Ramp, Title 1 of the Jumpstart Our Business 
Startups Act, is being used by many emerging companies in pur-
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suit of public financing. Without such easing of up-front and ongo-
ing regulatory burdens to incentivize companies to enter the U.S. 
public equities market, such companies would remain on the side-
lines, failing to grow their businesses, create new jobs, and speed 
U.S. innovation. I am very encouraged by use thus far of the IPO 
On-Ramp and expect interest in entering the public market as an 
Emerging Growth Company to grow, as more companies are famil-
iarized with its advantages. 

However, I don’t believe we should stop there. Do you agree that 
there is more to be done to give smaller public companies the tools 
they need to be successful—not only at IPO, but throughout their 
future as a publicly listed and traded company? 

As Chairman, will you examine volume and liquidity issues of 
smaller public companies, acknowledging that a one-size-fits-all ap-
proach does not make sense, nor does it best serve our country and 
our economy? 
A.5. I recognize that small companies play a significant role in the 
economic growth and job creation in this country, and believe that 
a strong initial public offering market would serve to encourage in-
creased investment in small companies. The JOBS Act made sig-
nificant changes to the initial public offering process for smaller 
companies, but I believe it is too early to tell what impact these 
changes will have on the initial public offering market. If con-
firmed, I would ask the staff to closely monitor these developments. 

I do agree that consideration should also be given to address con-
cerns raised by smaller public companies regarding the ongoing 
regulatory requirements facing these companies and the impact of 
market structure on the ability of these companies to grow and 
raise capital. I understand that a review of the public company dis-
closure requirements has been considered by Commission staff for 
a long time. If confirmed, I would seek to gather more information 
from Commission staff regarding this issue. Additionally, if con-
firmed, I would work with the staff to better understand the impact 
of the lack of post-initial public offering liquidity on small compa-
nies. I would like to learn from the staff’s work on the impact of 
decimalization to understand the role that tick size plays on liquid-
ity for small companies. 
Q.6. We understand that the staff has been working on a final rule 
regarding municipal advisors. Can you tell us what stage the rule-
making is in and when the Commission may vote on it? 
A.6. I understand that SEC staff is moving as promptly as possible 
to finalize the municipal advisor registration rules and that this 
rulemaking is the highest immediate priority in the SEC’s newly 
established Office of Municipal Securities. The staff has indicated 
that it would like to present final rules for the Commission’s con-
sideration in the first part of this year. If confirmed, I will work 
with staff and my fellow Commissioners to finalize and adopt these 
important rules promptly. 
Q.7. Many have criticized the municipal advisor rule as being po-
tentially overbroad and covering industries that are already highly 
regulated. Are you aware of these concerns generally, and particu-
larly those of the banking industry which provides such a broad 
range of services to municipalities? 
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A.7. I am aware of these concerns generally and understand that 
the Commission has received numerous comment letters that the 
2010 proposed municipal advisor registration rules were too broad. 
I further understand that one of the major themes of the public 
comments concerned the potential effects of the proposed rules on 
traditional banking activities and that the staff is carefully weigh-
ing these comments as they develop recommendations for the Com-
mission. If confirmed, I will work closely with staff and the Com-
missioners to finalize these rules in a balanced way to ensure pro-
tection of municipal entities and investors without overregulation. 
Additionally, I will give careful consideration to addressing over-
breadth concerns in general with more tailored rules, and also will 
give careful consideration to the concern you highlighted regarding 
the potential impact on the banking industry. 
Q.8. Are you concerned about the impact on municipalities if small 
banks decline to provide loans and other services to them because 
of the additional cost of complying with SEC regulation in addition 
to existing regulatory requirements? 
A.8. I have not yet had the opportunity to discuss this particular 
issue with staff and my fellow Commissioners, but as a general 
matter, I am concerned about the costs and consequences of all 
SEC rules. I understand that the staff is working closely with staff 
in the SEC’s Division of Risk, Strategy, and Financial Innovation 
to assess the economic impacts of the municipal advisor registra-
tion rulemaking as they develop recommendations for the Commis-
sion. If confirmed, I commit to reviewing this issue and I look for-
ward to working with staff and the Commissioners to strike an ap-
propriate balance to ensure protection of municipal entities and in-
vestors without unnecessarily imposing additional regulation, in-
cluding careful consideration of the issue you raise regarding the 
potential impact on small banks and the services they provide to 
municipalities. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR MORAN 
FROM MARY JO WHITE 

Q.1. Economic impact of new SEC rules and regulations can only 
be properly assessed by a comprehensive cost-benefit analysis. How 
will such a cost-benefit analysis be applied to rules such as the de-
veloping Consolidated Audit Trail? What will be the frequency and 
depth of this cost-benefit analysis? 
A.1. I understand that the Consolidated Audit Trail will be imple-
mented through a National Market System (NMS) plan that must 
be submitted to the Commission by the self-regulatory organiza-
tions (SROs) by December 6, 2013. The NMS plan must provide de-
tails regarding how the SROs plan to meet the requirements of the 
Consolidated Audit Trail rule adopted by the Commission. The 
NMS plan also must: (1) provide an estimate of the costs associated 
with creating, implementing, and maintaining the Consolidated 
Audit Trail; (2) discuss the costs, benefits, and rationale for the 
choices made by the SROs in developing the NMS plan; and (3) 
provide the SROs’ analysis of the NMS plan’s potential impact on 
competition, efficiency, and capital formation. 
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Once the NMS plan is submitted to the Commission, I under-
stand the Commission would publish the plan for public comment. 
After considering any comments received, the Commission would 
need to determine whether or not to approve the plan. The cost es-
timates and analyses provided by the SROs in the NMS plan will 
help inform the Commission as it evaluates whether to approve the 
NMS plan and will help inform the Commission’s own economic 
analysis of the Consolidated Audit Trail. 

The Consolidated Audit Trail rule provides that, in determining 
whether to approve the NMS plan and whether the NMS plan is 
in the public interest, the Commission must consider the impact of 
the NMS plan on efficiency, competition, and capital formation of 
creating, implementing, and maintaining the national market sys-
tem plan. I also understand that the Commission agreed to con-
sider the costs and benefits of the creation, implementation, and 
maintenance of the consolidated audit trail pursuant to the details 
proposed in the NMS plan submitted to the Commission for its con-
sideration. 
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ADDITIONAL MATERIAL SUPPLIED FOR THE RECORD 
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