

December 7, 2009

SUPPORT A STRONG CFPA AND TOUGH WALL STREET REFORMS 

OPPOSE AMENDMENTS TO PREEMPT STRONGER STATE LAWS

Dear Congressman Tierney;
I am writing on behalf of the members of MASSPIRG, a statewide non-profit, non-partisan public interest advocacy organization, to urge your support for the strongest possible Consumer Financial Protection Agency (CFPA) during consideration of H.R. 4173, the Wall Street Reform and Consumer Protection Act. 

The need for this legislation is obvious. Rampant abuses in consumer lending practices and the willful blindness of federal regulators have plunged our economy into a severe economic crisis. A Consumer Financial Protection Agency would raise banking standards, increase oversight and accountability, enforce neglected laws protecting consumer and civil rights, and improve access to credit through innovative credit, banking, and savings products.
Our main message is simple: Congress should support only strengthening amendments and reject weakening amendments on the floor. In order to ensure the most meaningful reforms, when H.R. 4173 comes to the floor this week we urge you to:

· OPPOSE the Minnick amendment to eliminate a new Consumer Financial Protection Agency (CFPA) from the bill. It would leave enforcement of consumer protection and civil rights laws in the hands of the same existing regulatory bodies that resoundingly failed to use them. The CFPA is strongly supported by a majority of the public because it will protect consumers.  

· OPPOSE the Bean et al. amendment on state preemption. It would prevent state attorneys general from enforcing the law or state legislatures from enacting new laws that apply to national banks or their subsidiaries. Particularly here in Massachusetts, where we have strong consumer protections, federal law should be a floor, not a ceiling, of protection.

· SUPPORT the Hinchey amendment on derivatives so that states and individuals are not precluded from enforcing their rights under the law.

· SUPPORT the Stupack/DeLauro/Larson/Van Hollen amendment on derivatives. Regulators must have the authority to ban abusive derivatives instruments rather than simply reporting them to Congress, and transactions which violate the law should be considered invalid.

· SUPPORT the Murphy/McMahon/Kratovil amendment on derivatives to narrow the exemption for corporate end users from clearing and exchange trading so that it does not permit hedge funds and other speculators to escape regulation.
We also support restoration of a strong financial regulatory system that strictly regulates all the shadow players, including hedge funds and derivatives, protects investors, holds the Federal Reserve open and accountable and eliminates the ability of institutions to take on too much risk because they are confident that they are too-big-to-fail and will be bailed by our members and other taxpayers. We believe that H.R. 4173 should be improved in several important aspects and should include the following: 
· The bill doesn’t reform the Federal Reserve System to remove the banks themselves from a role in overseeing the Federal Reserve’s regulator staff. We need a fully public systemic risk regulator, either in the form of a separate agency, as in Chairmen Dodd’s proposal, or a reformed Federal Reserve.

· The bill should have jurisdiction over the Community Reinvestment Act (CRA). The CRA is vital to fighting discriminatory, deceptive, and unsustainable lending practices in minority communities. CRA enforcement in recent years has been extremely weak, and this has allowed predatory lenders to fill the void, putting some of the most vulnerable communities at risk.

· The bill should include CFPA’s authority over car dealer loans, which often include some of the worst tricks and traps for consumers. 

Predatory lending was at the epicenter of the spectacular financial meltdown from which our nation is struggling to recover. The regulatory system that we have in place – the system that failed – allows banks to choose among several regulators, none of which has consumer protection as its primary mission. That led to a regulatory race to the bottom.

Properly implemented, a Consumer Financial Protection Agency will encourage innovation by financial actors, increase competition in the marketplace, and lead to better choices for consumers. The CFPA was conceptualized by Harvard Law Professor Elizabeth Warren, who was later chosen to head the Congressional Oversight Panel on the bailout, to replace the current system. The CFPA is supported by the President, as well as by economists as diverse as Nobel Laureate Joseph Stiglitz and Moody’s Economy chief economist Mark Zandi. Stiglitz said that the CFPA “will take risk out of the system” and Zandi called it “an FDA for consumer products.”

We urge your support for a strong CFPA and for strengthening amendments. On behalf of the millions of consumers depending on you to prevent future financial meltdowns, we urge your emphatic rejection of amendments to weaken the CFPA or other elements of Wall Street reform.

Thank you for your consideration of our views. Our members and a majority of the public support a strong Consumer Financial Protection Agency and a strong Wall Street Reform and Consumer Protection Act.
Sincerely,

Elizabeth R.M. Weyant

MASSPIRG Staff Attorney
