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Last week, U.S. House Financial Services Chairman Jeb Hensarling (R-TX) unveiled the Financial CHOICE 
Act. The nearly-five-hundred-page bill is Chairman Hensarling’s attempt to replace Dodd Frank and make 
financial reforms to advance the interests of small businesses, community financial institutions and 
others. Hensarling has been hinting at its design in a series of speeches. He has even met with GOP 
nominee Donald Trump about his plan.  

Of strong interest to TLTA’s members are reforms to the CFPB that the bill proposes. The CFPB has been 
ruled by one director and is not subject to regular federal appropriations. Its critics have suggested that 
it is an unaccountable agency. The CHOICE Act seeks to change the bureau’s design in a number of ways. 
For example, the act replaces the bureau’s sole director with a five-person, bipartisan commission 
similar to those of other consumer or investor protection agencies. The proposed legislation additionally 
subjects the bureau to the congressional appropriations process and reforms the bureau’s statutory 
mandate to ensure that it takes into account and seeks to promote robust market competition. It 
requires that the bureau complete comprehensive cost-benefit analysis before adopting regulations, 
and affords Congress the opportunity to approve significant bureau regulations before they take effect. 
It repeals the CFPB’s authority to deny consumers access to any financial product and service it declares 
“abusive.”  

With respect to mortgage markets, the Financial CHOICE Act seeks to better align incentives and risk by 
promoting portfolio mortgage lending. The CHOICE Act incorporates legislation that has previously 
passed the House (H.R. 1210), creating a legal safe harbor for mortgage loans that are originated by a 
company and then held in portfolio on the company’s balance sheet. The House Financial Services 
Committee has been concerned that, under CFPB mortgage rules, one in five Americans who would 
have qualified for a mortgage loan in 2010 would not presently. 
 
The bill also provides regulatory relief for community financial institutions. Last week, the Texas Bankers 
Association and credit associations testified in favor of the bill. The TBA pointed out that, since 2010, 
Texas has lost 149 banks – particularly surprising in a state with a relatively healthy economy. 
 



Another centerpiece of the Hensarling bill is providing regulatory relief for regional and national banks. 
The bill proposes to raise the capital level of banks even more than required under current law. In 
exchange, banks would have an “off ramp” from many of the Dodd-Frank rules and regulations. 
Chairman Hensarling believes that private capital at risk is the better buffer against failure, as opposed 
to excessive regulation that is increasing compliance costs and reducing lending.  
 
The legislation also reforms the Federal Office of Insurance that was created by Dodd-Frank. Some have 
questioned the role of this office and impact on the insurance industry. Earlier this year, it testified 
before Congress and referenced its interest in the title industry. Under the Hensarling bill, to promote 
accountability and transparency in the new office, the newly revised office will be renamed the 
Independent Insurance Advocate and will be required to testify before Congress twice a year. The IIA 
will be required to discuss in testimony the activities and objectives of the office, the state of the 
insurance industry and the scope of global insurance and reinsurance markets and the role such markets 
play in supporting insurance in the U.S.  
 
The House Financial Services Committee is expected to consider Chairman Hensarling’s bill this fall. 
Should the Administration change over to GOP hands in 2017, the legislation would likely serve as a 
template for financial reform. 


