SYETEMIC RISK REGULATION — House Title I, subtities A and B; Senate Title I

Broad shmilavities &

Both bilis create & council of regulators to monitor risks to-overall system, task Fed with applying
stricter standards to BHCs and nonbank financial companies that pose systemic risks, allow
Couneil to require stricter regulation afiactivities and practices that pose systemic rigks, and allow
reguilators to require particular companies to stop activities or divest operations if necessary (o
address a “grave threat” to system

BDifferences
Companies that can be subjected to stricter standards and methed for covering them,

¢ House bill would allow Council to reach a broaderrange of companies than would Senate bill

¢ House bill is clear that size is not determinative of coverage; Senate has a gap in “systemic”
coveragefor <$30B BHCs ,

»  House bill requires majority of Council to'bring 2 BHC or nonbank Financial company within
coverage; Senate requires 2/3 of Council including Chair for nenbanks and lefs Fed decide
which BHCs =850B are covered

e House requires Council to-consider a company’s importance to minority/low-
incomsfunderserved commmnities; Senate doss nat

Regulatory consequences. House clearly reguires stricter standards for companies subjected o
systemic regulation and gives Fed flexibility to tailor standastis appropriately o company’s
business model (e.g., msurance and asset management); Senate requires stricter standards but is
undglear as to-when they would beapplied

International considerations. Senate omifs the following suthoritiss from the House bill

= Imposition of systemic standards at foreign parent level, taking home-country supervision
into account {similar to existing authority over foreign BHCs)

+  Denial of U.5. socess to BHCs or sevurities firms with inadequate home-country regimes

e Terminationauthoerity for U.S. ops of foreign companies to protect system

«  Council, Fed/Treasury, and President are required to coordindte with foreign counterparts

Differences in Council. Botlihave Treasury Secretary (Chair}-and heads of Fed, FDIC, OCC,

SEC, CFTC, Consumer Agency, and FHFA, with the following differences—

¢ House has NCUA as voting and FIO, state insurance rep, state banking rep, and state
securities rep as nosvoting

+  Senate hasinsurance expert (presidential appointee) as votingand divector of Office of
Financial Research as nonvoting but omits NCUA, the three nonveting state reps, and FIO

¢  Senafe envisions ongoing Couneil tole in recommending specific content of strivter standards

Office of Financial Rescarch, Senate bas an independent OFR w gather and analyze information
for Council but House does not; unelear whether OFR’s authority to standardize data formats
would supersede existing anthority for regulators o require data in thefr preferred format

Qffices of Minovity and Women Inclusion (Treasury, TDIC, FHF A, Federal resarve banks, the
Board, NCUA, OCC, 8EC, CFPA, and FI0), Senate does not have House s provision,




DISSOLUTION AUTHORITY AND FUNDING ~ House Title I, subtitle G Senate Title T
Broad similavities

= Bankruptey is default insolvency regime and government dissolution authorized only in
exireme circumstances upon concurrence of multiple regulators

e Dissolution/receivership is only option (ne conservatorship)
Shareholders and unsecured craditors bear losses and culpable managers are replaced

©  FDIC has “special” powers (e.g., stabilization funding, flexibility in payment of claims,
special treatment of quatified financial contracts, and authority fo organize a bridge comparny)

Differences

Potential coverage. Senate would allow systemic dissolution of a nonbank financial company
that is:notregulated by the Fed only if'it-met an 85% financial revenue test; Senats brings broker-
dealers that ave SIPC members within coverage but House excludes them; House exchudes cradit
unions but Senate does not

Judicinl/Bankimptey process, Senate prereceivérshipjedicial process is required only if company
deesn’t consent, with review to ensure no arbitzary/capricious action and automatic authority for
FDIC receivership to proceed if court misses 24-hour deadiine; House has no pre-receivership
ndicial process but allows later conversion to bankruptoy

Protection of minority/low-income/underserved populations, Senate omits House langnage that
reguires Treasury Secretary and other relevant regulators to take actions to mitigate impact in
minority, low-iicome, and underserved communities in connection with a systemsic liquidation

Fund/assessment issues,

¢ Fund structwre. House has $1508 ex ante fund from risk-based assessments, with bemrowing
authority available to get up to $150B in a crisis (and $50B nwre with Congressional
approval if needed); Senate has Tredstiry borrowing (capped.at a'% of company’s assets), and
if amounts from liguidation are insufficient to repay then preferential payments first get
clawed back, and >$50B financial companies are assessed to make up any remaining shortfall

e TARP yepayment. House authorizes FDIC to impose assessments to repay TARF: Senate
does ot

Insurance company issues, House provides that the relevant state insurance commissioner is
involved in process for invoking systemic dissalution regime for an insurance tompany but
Senate does not; neither bill explicitly exempts amounts paid into other insolvency regimes from
assessment base

Secured-creditor haircut, Senate omits House suthority for FDIC to impose up te 10% hatrcut on
secured credifors under certam conditions,




PAYNMENT, CLEARING, AND SETTLEMENT SUPERVISEON - House has no provision: ‘
Senate Title VITI

Our financial system involvestrading in many types of financial inshuments. The payment,
clearing, and settflement (PCSysystem provides the “plumbing™ throngh which financial
institutions settle and pay for those transactions. The PCS system also provides the famework
for getting critical payments, such as salary and government payments, to consumers.

The PCS gystern Has two Important aspestis—

¢  Finapcial market utiliies (FiUs), such as Fed-ran and private systems for settling
government securities, whelesale and yetail payments, derivatives, and foreign exchange
transactions; and :

o PCS setivities conducted by fnancial institutions, such as-clearing bank activities that support
the government securities repe market,

Although some aspects of the PCS system ave subject to federal regulation, there is not a specific
statutory framewaorlk that comprehensively and uniformly coordinates risk-maragemsnt actoss
various FviUs and PCS activities,

The Senate bill provides s nniforni, comprehensive framework for PCS vegulation in
which—

¢ Council identifies systemically important Fi{Us and PCS activities

o Fed, m consultation with Council and primary regulators, would establish risk-rmanagement
standards for such entities and activities

«  Fed woul determine which major rule gnd operational changes at FMUs would require prior
notice to reglators

¢ Primary regulators (banking regulators and, for nonbank entities, market regulators) would
have primary exam and enforcement anthority for PCS-related matiers, with Fed back-up rele

e Fed would be authorized to give Fed account and discount window access to systemically
important FviUs under title VIIT, although sec. 716 of the Senate bill {the “swap push-out”
provision} as a practical matter would preclude most, if not all, FMUs from exercising Fed
borrowing anthority



Traunsfer of Bank Regulatory Powers {Title IIF of Senate Bill; Title I, Subtitle C of House BilD

Broad Similarities- Title [ -of the Senate bill and correspending provisions of the House hill
would restructure bank supervisory powers among the banking agencies and are in broad
agreement, Both would merge the OTS into the OCC, which becomes federal thrift regulator; both
would leave state-meniber banks with the Fed, and state-noninenmber banks with the FDICT both
bills would leave bank holding companies at the Fed and transfer thrift holding companies to the
Fed.

Differences between House and Senate Bills
Theift Charter: . Senate bill eliminatey the theifi charter going forward; House bill retaing

Further Improvements to Depository Institution and Holding Company Regulation (Title VI
of Benate Bill; Title I, Subtitle D of House Bilh)

Broad Similarvities ~ Most provisions of this title are identical or similar, inchuding further
restrictions on transactions with affiliates, permitfing de novo interstate branchiing, and establishing
a Fed-regiiated security holding compdny regime to-replace the SECs canceled consolidated
supervised entity prograti.

Major differences

Volcker Rule

¢ Senate bill implements Volcker Rule ban on proprietary trading and investment in private
equity finids by depository institutions and their affiliates

e House bill, through the Perlmutter/Miller amendment, gives regulators awthority to
ban/prohibit prop trading at systemic firms. Moreover, through the Kanjorski amendment
(and similar authority in Senate bill), regulators have authority to require particular
comparies {o stop activities or divest operations if necessary to address a “grave threat™ to
gystem

¢ Senate bill also places size limit on firms by prohibiting frther acquisifions ence a firm has
1% or more of the aggregate liabilities of all depository institutions, depository holding
companies, and systemic financial finms.,

Canital/Leverage
«  Senate (Collins-amendment) codifies current bank capital roles for all holding companies,
thus would not allow trust preferred securities to-be included in Tier core capital.
o Houserequires 15-1 leverage for systemic firms, and requires systemic firms to hold higher
capital than non-systemic firms

Lending iimits: Senate bill imposes national bank lending limits on state banks; House bill does not

iof 2



Title KT — Federal Reserve and Emergency Stability

FDIC Bmergency Quaranties

&

]

L33)

Senate bill allows for TLGP-Hke guaranties afier explicit Congressional approval;
Heuse bill allows for guaranties upon 2/3 approval of FSOC, with concurrence of Treasury
add President, and provides for Congressional approval for amounts above $500 biflion cap.

Both House and Senate limit to-widely avaitable programs and do not alfow lending

authority designed for one firm.

&

@

&

Senate Requires Fed and SecTreas approval for programs

House bill requires approval fiom 2/3 majority of the Council, with concurrence of Treasury
and President

Senate Requires Fed and Treasury to issue regutations (1) ensuring that emergency lending is
to provide liquidity to the {inancial system and not to aid failing firms, and (i1} sufficiency of
eollateral. |
House hag similar liquidity concept, but provides statutory requirement of 99% certainty on
collateral -

Senate Requires Fed to report to Congress within 7 days, various information gbout ils
action,

House requires similar report and also provides expedited procedures for Congressional
disanproval

House lmit’s 13{3} lending authority to $4 trillion, butne limit in Senate bill



Dervivatives Regulatiop (Title VII of Senate bill; Title 11 of House bill)

Broad similavities — The structure of the Senatebill s broadly similar 1o the House bill, both in
terms of where the line between a “swap” and “securities-based swap” is drawn and division.of
authority betveen SEC and CFTC, as well as required clearing-and exchange trading, Both bills
have comprehensive structures that will capture the entire swaps market.

Differeneces:

Pash-out vizle (see 710,

& Senate provision wouid prohibit swap activities by any swap dealer, major swap
participant, or clearing organization that is eligible to-receive any form of financial
assistance, including deposit-insuranee, discount window, or other federal funding or
insurance. Effectively prohibits hedging, accommodation trades, and market making by
any deposttory institution,

e No-similar House provision.

Fiduciary Duty,

& Senate imposes fiduciary duty o swap dealers who either advise or are principals in
swap transactions with governmental entities or pension funds.
® House bill contdins no similar provision,

Coverave of clearine and margin requivements,

@ Senate excludes “commercial end users” from clearing and margin reguirements, but alfl
governmental issuers and financial institutions are subject to both clearing and margin
requiremients, regardless of size or nature of their activities, i.¢. hedge own risk.

® House clearing requirements apply only to swap dealers and major swap participants,
effectively excluding smaller financial institutions and state and local governmental
issuers. Flouse provides regulators authority to impose margin requirements on any
counterparty.

Captfive finznee orpanization carve-gut,

@ Captive finance organizations, such as Ford or Caterpiliar, that are only hedging their
parents risk are carved cut.of the definition of “major swap participant.”
@ House has no similar exemption.

Banking acency prudentis! and enforcement authority,

e Senate provisions limit bank regulatory agency avthority over transactions conducted in
affiliates of a deposttory-institution.
J House bill preserves bauking agency authority.



Lxpedited procedures,

& Senate gives regulators explicit authority to write miles in an expeditious manner,
exempting them from Administrative Procedutre Act notice and corament requirenients.
e House bill preserves use of APA-compliant rulemaking to provide greater transparency

of process and development of the regulatory framework.

Cleaving house gywneorshin and control limits.

® Senate requires the CFTC/SEC to determine whether to adopt rules limiting BHC control
over clearing agencies, swap execution facilities, or national exchanges,
® Heuse bill impesed limits on ownership and board compositions of swap execution

facilities, exchanges, and clearing agencies, by “restricted owners” including dealers and
participants that are financial holding companies.

by



TITLE V - CAPITAL MARKETS
SUBTITLE-C - INVESTOR PROTECTION ACT

The House and Senate bills both offer imporiant new protections for investors in the securities
markets, They strengthen oversight of indusiry participants and enhance the enforcement taols
availabie to the SEC. In a fow important areas, there are significant differences.

FIDUCIARY DUTY FOR BROKER-DEALLRS

L]

HOUSE ~ Requires the SEC to impoese a fiduciary duty on broker-dealers providing
personalized invesiment advice to retail customers. Requires that the fiduciary duty be
the same as the duty already applicable to investment advisers under the Invesiment
Advisers Act.  Gives the SEC authority to apply the fiduciary duty to non-retail
customers,

SENATE — Requires only that the SEC eonduet a study to evaluate the standards of care
applicable to broker-dealers and investment advisers. Does not provide the SEC with
authiority to impose the-fiduciary duty.

SEC INVESTIGATIVE AND ENFORCEMENT AUTHORITY

@

HOUSE - Contains 36 provistons that strengthen standartds of conduct and enhance the
SEC’s investigative and enforcement authority.

SENATE — Includes only a third of the House provisions. Enhancements missing from
the Senate bill inchude (1) expanded aiding and abetting liability in SEC enforcement
actions, {2} imposition of civil penalties in cease and desist proceedings, and (3)
nationwide service of procsss in federsl court actions.

MUNICIPAL FINANCIAL ADVISERS

HOUSE ~ Establishes & separate framework for the regulation of municipal financial
advisors, implemented by the SEC. Requires registration, prohibits fraud, and imposes a
Adueiary duty on advisors for the benefit of issuers receiving advice,

SENATE ~ Also requires registration of municipal advisors, but incorporates them into
the existing regulatory framework, which is overseon by a selfiregulatory organization
(the “MSRB™. Does not impose a fiduciary duty on municipal advisors.

REG D AND NET WORTH TEST FOR ACCREDITED INVESTORS

HOUSE - Dues not address Reg D offerings; which are smiall orprivate offerings exempt

from securities registration requirements. Also does not address the net worth test for
accreditedl investors, who are investors deemed to require less protection under the
secutities laws by virtue of their net worth or income,



e SENATE - Sen. Bond's amendment requires the SEC to issue rules {1} disqualifying
persons with criminal cenvictions and other disciplinary history from using the Reg
D/Rule 306 registration exemption, and (2} adjusting the net worth test for aceredited
investors at least every four years, with an immediate exclusion for primary residences,

STUDY OF 8EC

»  HOUSE — Requires the SEC to hire a consultant to study the SEC's operations, structure,
and function, including its reliance on selfiregulatory organizations such as FINRA,
Consultant must issue ifs report within 150 days and must include legislative and
rulemaking reconmmendations. For two years, the SEC must report to House Financial
Services and Senate Banking on ils progress in implementing the Consultant’s
recommendations.

¢ SFENATE - Does not address.

SEC FUMBING

o HOUSE ~ Authorizes the appropriation of increased amounts for the S8EC through fiscal
year 2015 (to $2.25 billion).

& SENATE - Establishes a self-funding mechanism, under which the SEC submiis a
budget to Congress each year, Treaswry pays that amount, and the SEC reimburses
Treasury from fees and sssessments it collects under the securities acts.



Private Funds

Broad similarities: Both the House and Senate initidle 2 new regulatory regime of
registration, reporting and recordkeeping for the advisors of private pools of capital.
Both bills exempt venture capital and Small Business Investmerit Companiss {SBICs)
from registration.

Bill Differences:
o House exempts all private funds under $150mm in assets under management from
registration; recordkeeping and annual reports must be provided lo the SEC

e Senale has additional exemptions and exclusions:
o Venture capital: in addition to the exemption from registration, venture capital
is ot required to report
o Private equity funds are exempt from registration. They will be required to
report and keep records
o Single Family Offices are exempt from reguiation

Custody of clisnt.assets

e House - Requires SEC to adopt a rule prohibiting an investment adviser from having
custody of over $10,000,000 in client funtts or securities, uniess they are maintained
with a qualified cuslodian and the custodian does not provide advice as to the funds
orsecurities. SEC may grant an exception whereby an exempted client receives
once a year an asset verification report from a fiduciary,

e -Senale - SEC is to write rules to mandate that IAs who have custody over clisnt
assets must verify assets with an independent public accountant



Cradit rating agencies

Broad simitarities: Both bllls strengthen:the oversight regimefor oredit rating agencies and heiglhten
the transparencyfer the procsss of determining ratings.

Differences:

Handaiory registration: :

« Fouse requires SEC registration of ¢redit raling agencies as NRSROs
= Senate has no provision for mandatory registration

Liability
o House ireatment of liability includes:
o lowers the pleading standard to 'gross negligence’ thus-making it sasier for cases agairst ihe
rating agencies o reach discovery,
o damages to investors if the process of determining the ratings are provento be grossly
reghgent,
o removal of raling agencies from Rule 438(g) exemption which resuits In attaching. exper! liability
to-the rating agencies for & raling published in a prespestus or offering ciroular,
= Senate Babllity is knowingly and reckiessly.”
The House and Senale remove restrictions o private rights of action and state that raling agency predictive
commerds-are not-deemed forward looking:statements.

Conflict of interest
e House hill:
o Prohibiis a rating agency from providing consuiting services and providing ratings (o the same
fssuer, undoiwriter or placement ageni;
o Establishes procedureste re-evaluate the rating of an lssuer of securities should the cradil rating
analyst swilteh jobs to the lssuer, ant
o Reguires pubiic notification of a job changs by a credit rating anatyst.
s Senate conflictof interest provisions are limited to a separstion of ratings markeling and sales from
analylics with exceptions fer ‘small’ credi rating agencigs

Removal of the reliance en ratings in federal and state laws and regulations

« House removes the relevant language in stalute that requires an agency to rely on ratings In determining
creditwerthiness of, for example, counterparties and investments. House bilf covers stalute of banking
regulstors and others agencies under the jurisdiction of the House Financial Services Comrhittee.
Additionally, the House provides for {1} a review of the rellance on ratings in the rules and regulations of
the covered agencies and a mandate to modify their rules and regulations within one vear and (2).a GAD
study of wther Federal agency’s reliance on ratings and recommendations to reduce-the use of ratings in
refte and. regutalion,

+  Senale is limited to the House language removing réferences to ratings in statute for the banking
regutators and other agencies under the jurisdictien of the Houss Financial Services Commities,

Reg FD

= House removes the credit raling agency exemption from Reg FD (disclosure of material non-public
information) when working with issuers of securities.

s Seiate does not have this provision

SRO for indtial ratings of structured products

« Senate creates g self-regulatory organization, the Cradit Rating Agsnoy Bogrd, which will designate a
new class of rating agencies called “Qualified NRSROs" to perform inltial ratings for strustured products.
The 8RO wilt be responsible for activities including: {1) determining the best method of assignment {e.g.
tottery or rotation), (2) matching up QNREROs with a structured product and {(3) gauging the track record
of the ratings to determine which ONRSRO qualifies.

= House does nol have this provision but commissions a study.to analyze a governmarit body designatirg
rating agencies on a rolational bagls,



Consumer Financial Protection Avencev/Burean
Title IV of House Bill and Titfle ¥ of Senate Bill

Sirilarities. Roth bills are substantially similarin the ereation of a consumer protection agency,
While there are many tectinical differences, the substance of the two bills remain the same.

Differences.
Structure.

o Housebill: Independent agency run by single Director, appointed by the President and
confirmed by the Senate, for two years and changes to 2 5-member Commission

o Sgnate bill: Bureau of the Federal Reserve (Fed has no anthority to influence the
Bureau’s activities) run by single Director, appointed by the President and. confirmed by
the Senate

¢ Funding. The House bill provides funding from Federal Reserve based on Fed operating
expenses of previous year, assessments on farge banks(>$10 billion) and nonbank financial
institutions, and appropriations. The Senate hill has funding only from the Fed.

> Reoulatory Flexibility Act. Senate bill requires consumer regulator to assess effects ifs
regulations have on small businesses that other banking agencies do not have to do. This
requires agency, before proposinga regniation, to consult-an independent panel, which
includes representatives of SBA and OMB, to analyze the effect of the rule on small
businesses. This process will prslong the rulemaking process of the agency. House bill has
ne such provision,

¢ Dxamingtion and Enforcement for Sminll Banks/Clls

o Housebill: Prudential regulator rétaing examination and enforcement authority, but
consumer regulator can “ride along” on examinations and can bring enforcement actions
identified in consumer complaint process and as & “back-up” if prudential fails to act.

o Seaste bill: Complete exclusion from examination and enforcement.

s  Nonbank Financial Institutions,

o Housebill: Subjects all nonbank financial institutions to examination and enforcemert
o Senate bill: .Subj,e;;ts to examination and enforcement only—

= Morlgage providers, including brokers, lenders, servicers and loan mod providers

® “Larger participants” identified by consumer regulator by regulation

¢ Merchants, Both House ad Senate bills exempt merchants and retailers for issuing credit on
the products and services they sell, unless they sell the loans.
o Segnate bill: Has a-broad exemption for merchants and retailers that are “not en gaged
significantly” in offering consumer financial products (consumer regulator determines
what this means). House bill does not have this provision

& Auto Dealers,



House bill: Has blanket exclusion from consumer regulator’s rulemaking, examination
and gnforcement.

Senate bill: Has no exclusion, but motion te instruct endorses 3 $en. Brownback

amendment that carves out auto dealers,

o Student Lending

8]

G

Both bills authorize consumer regulator to issue regulations on student lending

tlouse bill gives consumer regulator broader discretion to supsrvise private schools
248 P P

o Adwvisory boatd

G

Heuse bill: Has an advisory board and an oversight board that-inchides membess with
community development, fair lending, civil rights and consumer protection experience.

Senate bill: Does not have an oversight board, just an advisory board: and civilrights -

experience is not required on the advisory board,



8

Preemption (Title IV, Subtitle D of House Bill; Title X, Subtitle D of Senate Bill)

OCC Preemption Authority, Both bills revise authority of OCC topr Lempi state laws to

rohibit OCC from applying preemption to subsidiaries of national banks, directs courts not
to defer to OCC preemption decisions, requires OCC to make case-by-case preemption
determinations using substantial ﬁvzdence and on the tecord, and requires OCC to review
existing preemption determinations periodically.

Standard of preerption;
o House bill: OCC mmst find—
5 That state law pg%’ents significanfly interferes with or materiaily impairs national
banies frony engaging in business of banking; and

*  WNational banks are subject to a substantive standard that regulates the conduect or
activity of a state law before it is preempted, Senate bill has no such requirement.

o Senate bill: OCC must follow the standard articulated in the Supreme Comt’s 1996
Barnett Bank v. Nelson case,

AG/state supervisor enforeement authority, Both bill allow state attorneys general and slate
bank supervisors to-enforce rules of consumner regulator and nonpreempted state laws
consistent with the Supreme Court’s Cuomeo v. Clearinghouse case. The Senate bill provides
that AGs cannot use general UDAP enforcement authority against national banks.

Interehange (Section 1079 of Senate ‘f%‘ﬁi_lli}

&

Senate bill requires Fed to issue rules establishing standards for interchange fees that are
reasonable and propertional to actual cost incurred. House bill does not have such provision.

Risk Retention (Title I, Subtitle F of House Bill; Title IX, Subtitle D of Senate Biil)

@

Both bills apply credit visk retention requirements to all types of assets that are securitized,
including mortgage loans, credit eard debt and commersial loans.

Both bills direct regulators fo set risk retention requirements at 5% for loans and allow
regulators fo set lower risk retention requirements, including providing an exemption, for
loans with lower risk characteristics

Senate bill directs agencies to exempt “qualified mortgages,” as defined by regulator; House
bill does not have this provision

Uenate bill provides.that risk retention requirement is met in 4 commercial mortgage backed
ecurities transaction if certain investors in the seourities do adequate up-front due diligence.

House bill excludes from requirement VA, SBA, and Ag, and Farm Credit Administration
foans; Senate bill only excludes Farm Credit Administration

House bill directs FHFA, HUD, and RHS to set requirements for loans they issue and
guarantee; Senate bill has no such provision



Preemption (Title IV, Subtitle D of House Bill; Title X, Subtitle D of Senate Bill)

&

OCC Preemption Autherity. Both bills revise authority of OCC to preempt state. laws o
prohibit QCC from applying preemption to subsidiaries-of national banks, directs courts not
te-defer to OCC preemption decisions, requires OCC toumake case-by-case preemption
determinations using substantial evidence and on the record, and requires OCC to review
existing preemption determinations periodically.

Standard of preemption;
o House bill: OCC must find—
¢ That state law prevents, significantly interferes with or materialty impairs national
banks from engaging in business of banking; and
= National banks are subject to a substantive standard that regulates the conduct or
activity of a state law before it is preempted. Senate bill has no such requirement,

o Senatebill; OCC must follow the standard articulated in the Supreme Court’s 1996
Barrett Bankv, Nelson case.

Ads/state saperviser enforcement authority, Both bill allow state attorneys general and state
bank supervisors {e enforce reles of consumer regulator and nonpreempted state laws
consistent with the Supreme Cowrt’s Criomo v. Clearinghouse case. The Senate bill provides
that AGs cannot use general UDAP enforcement authority against national banks.

Interchange (Section 1079 of Senate Bill)

&

Senate bill requires Fed to issue rules establishing standards for interchange fees in debit card
transactions that are reasonable and proportional to actual cost incurred. House bill does not
have such provision.

Risk Retention (Title I, Subtitle F of House Bill; Title IX, Subtitle D of Senate Bill)

&

Both bills apply credit risk retention requirements to all types of assets that are seouritized,
including mortgage loans, credit card debt and commereial loans.

Eoth bills direct regulators fo set risk retention requirernents at 5% for loans and allow
regulators to set lower risk retention requirements, including providing an exemption, for
loans with lower risk characteristics

Senate bill directs agencies to exempt “qualified mortgages,” as defined by regulator; House
bill does not have this provision

Senate bill provides that risk retention requirement is met in o commercial mortgage backed
securities transaction if certain investors in the securities do adequaie up-front due diligence,
House bill excludes from reguirement VA, SBA, and Ag, and Farm Credit Administration
loans; Senate bill only excludes Farm Credit Administration

House bill directs FHFA, HUD, and RHS 1o set requirements for loans they issue and
guarantee; Senate bill has no such provision

La2



EXECUTIVE COMPENSATION (Senate Title X1, Subtitle B)

Both House and Senate - The following provisions appear in both bills:

o *Say on Pay’ ~annual, non-binding, sharsholder vote on execufive compensation,
o Independence of Compensation Committee Members ~ bills differ slightly on how
mdependence standards arve applied to consuliants, legal counsel and other advisors

retained by Compensation Committee.

Unigue to House — The following provisions appear only i the House bill:

¢ Sharcholder Vote on Golden Parachutes

. Disclosure of institutional investor voting in compensation related veting (Ms.
Kilroy, Section 2002 of House bill, p, 545, In. 3).

¢ Enlunced Compensation Oversight for Financial Industry — Requires Pederal
financial regulators to issue and enforce jolnt compensation rules speeifically applicable

to firancial institutions with a Federal regutator.

» Senate bill does require FRB consult with the FRIC & OCC to set safety and
soundness standards for BHCs prohibiting excessive compensation plans,

Untque to Senate — The following provisions appear only in the Senate bill:

e Clawback ~ Enables clawback of incentive-based compensation from current or former
executives following a restaternent based on material noncompliance with any financial
reporting requirements during the three~year period preceding restatement.

» Huouse provisions providing Enhanced Compensation Owersight for Financial
Industry perit clawbacks.

» Hedging Disclosure for Employees and Directors — Requirves disclosure of whether
empioyees and directors are allowed to hedge equity securities.

s Pay and Performance Disclosure — Requires public companies to disclose relationship
between a company’s executive compensation actually paid and financial performance.

¢ Internal Pay Equity Disciosure — Requires public companies to disclese: {1) median
annual folal cempensation of all employess, except the CREO; (2) the annual tofal
compensation of the CEO; and (3} the ratio of the median employec annual fotal.

e Broker Discretionary Vote Prohibition — Prohibits broker discretionary voting in

connection with shareholder vote on election of directors, executive compensation or any
other significant matter, as determined by the SEC.



CORPORATE GOVERNANCE

Botlt House and Senate - House bill largely does not address general matters of corporate
governance. However, the following provision appears in'both bills:

e Proxy Access — House and Senate have substantially similar provisions under which the
SEC “may” issue rules permitting shareholders to use issuer proxy solicitation materials
to nontinate director candidates.

Unigue to Senate ~ The following provisions appear oniy in the Senate bill:

« WMajority Voting for Directors — Requires a majorily shareholder vote for divectors in
uncontested ¢lections. If a director receives less than the required vote, the Board of
Directors must gither: (1) accept the director’s restgnation, or (2) explain publicly why it
declinedto do se.

¢ Chalrman and CEO Structure Disclosure — Requires public comparnies to disclose in
the proxy statement why the same or different persons serve as chairman and CEO,



Federal Reserve Audit and Governance Provisions

Fed Audit
¢ House bill requires GAQ audit, including review of monetary policy decisions
¢  Senate Requires GAC audit of 13(3) facilities and public release of participants, as well
as study of Reserve Bank governance

Federal Reserve Governance
The following provisions of the Senate bill have no similar House provision (House Himited
delegation of new authorities to Reserve Banks)
¢ President of FRBWY would be appointed by President with advice and consent of Senate
o No compatry supervised by Fed may vote for Federal Reserve Bank directors and no
current or former employees of such companies may be elected as Fed Bank directors




INSURANCE

In addition to provisions relating to creation of a new insurance office at Treasury, the
Systemic Risk Regulation and Liquidation Authority titles of both the House and the Senatebills
apply to and impact the insurance industry,  Staff sumumaries of the Systemic Risk Regulation
and Liguidation Awuthority tilles address these issues in greater detail, however, the main,
insuranee-related topies from the Systemic Risk Regulation and Liguidation Authority titles are:

¢ Insurance Representation on Financial Services Oversight Council - Senate has
imsurance expert (presidential appointee) as voting member of Council and divector of
Office of Financial Research as nonvoling meriber of Council. House has Federal
insurance Office director and State Inswrance Comissioner as non-voling Council
members.

e Treatment of Insurance Assefs for Resolution Assessment Purposes — House requires
the EDIC to consult with FSOC in setting resolution fund assessment metrics and to take
infe consideration a companics contributions or labilities to alternate resolufion
assessments (like State Insutance Guarantes Funds). Senate treatment somewhat unclear,
but appears to address by only allowing assessments on non-systemically significant,
non-banks as a last resort after all other potential classes of mstitutions have been
assessed,

OFFICE OF NATIONAL INSURANCE (Senate Title V)

ONI/FIO & OFR subpoena power — In Senate bill both the ONI (catled FIO in House Billy and
the new Office of Financial Research (OFR) have subpoena power over insurers. ONIFIO has
no subpeena power in House bill,

ONUFIO information gathering — In House bill ONVFIO must collect info from Statc
regulators or other 3rd parties, whenever reasonably available. Senate bill reqguires ONI/FIO
coordination with State regulators, but gives ONI/FIO ability to subpoena directly from industry
without showing of having exhausted ofhier available sources.

ONYFIO, generally — Senate and House also-differ on the following:

e At the request of the Ways & Means Committee, House bill includes USTR in
negotiation of international insurance agreements, Senate bill does not,

¢ In House bill ONVFIO must consider extent to which minority & low/middle income
individuals have access to insurance products. Senate bill has no analogous provision.

@ Crop insurance is excluded from ONVFIO in Senate bill and not excluded in House hill,



