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I offer my thanks and best wishes to 

WAYNE ALLARD and his wife Joan as 
they turn to the next chapter of their 
productive lives. 

LARRY CRAIG 
I rise today to pay tribute to my col-

league from Idaho, Senator LARRY 
CRAIG. As the chairman of the Armed 
Services Committee, I can particularly 
appreciate the vital role played by the 
Veterans’ Affairs Committee. LARRY 
served as the chairman of that impor-
tant committee from 2005 to 2007, and 
the ranking member since then. During 
his tenure, Veterans’ Affairs has been 
challenged by two ongoing wars and, 
more recently, by public revelations of 
serious deficiencies in our system for 
caring for our wounded warriors. 

Helping our Nation’s wounded war-
riors is a cause to which LARRY CRAIG 
is profoundly committed. He has 
fought for our deserving and brave vet-
erans, introducing bills to improve edu-
cational opportunities and to expand 
benefits for traumatic injuries. He 
helped make possible a rare joint hear-
ing between the Veterans’ Affairs Com-
mittee and the Armed Services Com-
mittee to look into the situation at 
Walter Reed and help formulate the 
wounded warrior legislation which 
passed through the Senate with over-
whelming bipartisan support as part of 
the Defense Authorization Act for fis-
cal year 2008. 

While LARRY CRAIG and I often been 
on opposite sides of policy debates, I 
admire his commitment to his views 
and to the people of Idaho. In addition 
to the Veterans’ Affairs Committee, 
Senator CRAIG serves as the ranking 
member on the Subcommittees on In-
terior and Related Agencies, and 
Superfund and Environmental Health, 
legislative areas of great concern to 
the citizens of Boise, the ranchers of 
Midvale and the skiers of Sun Valley. 
And today, I join my colleagues in 
thanking LARRY CRAIG for his service 
to his State and his country, and I wish 
him and Suzanne the very best in the 
future. 

f 

EMERGENCY ECONOMIC STABILITY 
ACT 

Mr. KYL. Mr. President, I know that 
many of my fellow Members are con-
cerned about the scale of this package. 
And while I agree that more private 
sector involvement would be preferable 
to placing hundreds of billions of tax-
payer dollars at risk, I think that the 
enormity of the current financial crisis 
requires the government to act. I be-
lieve that the legislation before us will 
establish the appropriate conditions for 
financial markets to begin repricing 
mortgage related investments like 
mortgage backed securities, MBS, 
collateralized debt obligations, CDOs, 
and whole loans in order to provide li-
quidity to solvent financial institu-
tions. Then, these institutions can 
begin trading again so that we can 
avoid a complete collapse of our na-
tion’s credit markets and return to 
normal. 

Impaired loans are now being held on 
the balance sheets of banks and other 
financial institutions as mortgage 
backed securities, MBS. Uncertainty 
surrounding the value of the under-
lying mortgages has made it virtually 
impossible to find an efficiently func-
tioning market for these securities or 
rationally value them. 

The uncertainty surrounding the 
value of these assets has caused banks 
and other financial institutions to 
gradually withdraw from the market 
and refrain from making new loans to 
firms or individuals in order to pre-
serve their capital. Unfortunately, the 
underlying value of many of these se-
curities is high but firms lack con-
fidence to reengage in the market. 

The Treasury’s plan intends to make 
a market for these securities, allow 
them to be priced so that trading can 
continue and reinitialize financial 
intermediation. 

Treasury’s ‘‘troubled asset relief pro-
gram’’ will purchase illiquid mortgage 
assets directly using a reverse auction 
to purchase the impaired assets in 
order to create a market and establish 
a price for the assets. In a reverse auc-
tion the role of buyer and seller are re-
versed. In a standard auction, buyers 
compete by make bids for a security 
and the best offer is taken, thereby es-
tablishing a price. This price discovery 
process is important because it reveals 
information about what the buyers and 
sellers think a security is worth. A re-
verse auction would also be better than 
Treasury trying to assign a price with-
out the input of the seller. It would 
also hopefully prevent Treasury from 
paying too high a price. 

The Secretary of Treasury, Chairman 
Bernanke, large national financial in-
stitutions, small Arizona community 
banks and credit unions have all 
warned me of the serious implications 
of not passing this legislation and the 
impact it will have on the lives of ev-
eryday Americans. 

Sound financial institutions, manu-
facturers and small businesses are all 
struggling to find investors willing to 
provide them with cash to fund their 
operations. Instead, investors are irra-
tionally selling their stocks and bonds 
regardless of whether or not the com-
panies are making money and are in-
stead hording cash, investing their 
money in government bonds and even 
gold. 

If Congress fails to act, the con-
sequences for Main Street will be se-
vere. If banks are even willing to lend, 
mortgage loan interest rates will con-
tinue to rise making the purchase of a 
home less affordable. Major manufac-
turers won’t be able to obtain afford-
able credit to purchase the raw mate-
rials and working capital that they 
need to stay in business. America’s 
farmers won’t be able to finance the 
large upfront costs associated with 
purchasing fertilizer and seed to plant 
their crops. Small businesses will not 
be able to get funding to extend credit 
to their own customers who wish to 

make every day purchases. Loans for 
college could dry up. 

The stock market lost over a trillion 
dollars on Tuesday, reducing American 
wealth and individuals’ retirement ac-
counts. For the tens of thousands of 
dollars in reduced account balances, 
those in retirement or approaching re-
tirement will be forced to contemplate 
accepting a lower standard of living in 
retirement or consider working longer. 

One must remember that even 
though the plan contemplates the pur-
chase of up to $700 billion in assets that 
the program is not likely to cost the 
taxpayer that much or even a signifi-
cant portion of that amount. 

According to CBO, ‘‘enacting the bill 
would likely entail some budgetary 
cost which would, however, be substan-
tially smaller than $700 billion.’’ 

Why? Treasury will be borrowing 
money to buy assets, many of which do 
have value and are generating income. 
Most of the whole mortgages which un-
derpin the MBS and CDOs Treasury 
will purchase have value because most 
Americans are current on their mort-
gage payments. In fact, 92 percent of 
mortgages are performing. 

Any potential cost associated with 
the program is likely to be offset be-
cause Treasury can take advantage of 
our government’s low financing costs 
and purchase MBS by borrowing at 
around 3.5 percent. The difference be-
tween the rate Treasury borrows funds 
at and the return on MBS will be profit 
which can be used to help finance the 
overall program. 

Furthermore, like any good investor, 
the government will be buying securi-
ties at a relatively low price, likely 
below the securities’ fair market value 
and holding the assets until their price 
rises. 

The bill also includes a provision in-
tended to protect against potential 
losses by requiring that firms selling 
troubled assets to the government pro-
vide warrants or senior debt instru-
ments. The warrants would give the 
Treasury the right to buy stock in the 
future at a fixed price. 

In fact, warrants were issued to the 
federal government as part of previous 
deals to provide lending to both Chrys-
ler and America West Airlines, AWA. 
According to CBO, ‘‘AWA partially 
compensated the government for the 
loan guarantee by giving it warrants to 
buy as many as 18.8 million shares of 
the company’s Class B common stock 
at an exercise price of $3 per share—the 
strike price—for a term of 10 years. 
Those warrants increase in value with 
the market price of AWA stock and 
thus provide the government with addi-
tional compensation if its guarantee 
allows the company to return to profit-
ability. Similarly, Chrysler issued war-
rants to the government to purchase 
up to 14.4 million shares of Chrysler’s 
common stock, also with a term of 10 
years.’’ 

The Federal Government lost $85 mil-
lion and $256 million on America West 
and Chrysler’s actual loan guarantees, 
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respectively. However, the warrants 
gained in value making the Federal 
Government $80 million and $119 mil-
lion, respectively ultimately reducing 
the overall cost of both loans to the 
taxpayer. 

One final element of the plan pro-
tecting taxpayers requires that in 5 
years, the President submit a proposal 
to Congress to recoup any projected 
taxpayer losses from those in the fi-
nancial services industry that benefit 
from the program. 

So as a result of these protections 
every dime we get back from asset 
sales, warrants or future recoupment 
will go to debt reduction. 

Mr. KERRY. Mr. President, to pro-
tect and defend the economic health of 
our Nation and the security of the sys-
tems on which our prosperity depends, 
I am pleased that the Senate passed 
the Emergency Economic Stabilization 
Act last night. I call upon my col-
leagues in the House of Representa-
tives to pass this legislation as soon as 
possible because I believe it will help 
restore confidence in our capital mar-
kets and our financial institutions. It 
will help our Nation avert serious eco-
nomic dislocation that could have been 
the cost of inaction 

I want to take this opportunity to 
thank Majority Leader REID, Senate 
Banking Committee Chairman DODD 
and Senate Finance Committee Chair-
man BAUCUS for their efforts to include 
critical modifications to the proposed 
plan by Treasury Secretary Paulson 
and Federal Reserve Chairman 
Bernanke. This legislation we are con-
sidering today includes provisions that 
will protect the taxpayer, limit execu-
tive compensation, provide critically 
needed assistance to homeowners, and 
provide strong congressional and judi-
cial review procedures. Without their 
efforts, I do not believe we would have 
been able to pass this critically needed 
legislation. 

Our Nation is facing its greatest eco-
nomic crisis since the Great Depres-
sion. A series of financial institution 
failures and frozen credit markets have 
imperiled our economy. We need to 
take immediate action to restore con-
fidence and help stop this threat and 
stabilize our financial system. 

Every American family is concerned 
about the economic situation we face. 
They are already facing rising gas 
prices, food prices, health care costs 
and college tuition. Many are won-
dering: How will bailing out Wall 
Street firms help me? The answer is we 
have to bail out Wall Street to protect 
Main Street. 

This will not be done without great 
expense to the taxpayers. However, I 
strongly believe that taking quick and 
decisive action is not only our best op-
tion it may be our only option. As we 
consider this extraordinary commit-
ment on the part of the American tax-
payer, we have to ask ourselves: What 
is the price of inaction? 

The ripple effect of the collapse of 
Wall Street’s major financial institu-

tions could develop into an economic 
disaster sweeping across the country. 
The stark reality is that without mas-
sive Federal assistance, our financial 
system could collapse. Small busi-
nesses would be unable to obtain fi-
nancing and jobs would vanish. Fami-
lies would be unable to borrow for new 
homes or to send their children to col-
lege. Retirement funds could plummet. 
Those are the stakes. 

The Emergency Economic Stabiliza-
tion Act will provide up to $700 billion 
to the Secretary of the Treasury to buy 
mortgages and other assets from finan-
cial institutions. Instead of giving all 
the funds at once, as requested by Sec-
retary Paulson, the legislation gives 
the Treasury only $250 billon imme-
diately. The bill requires the President 
to certify that the additional $450 bil-
lion are required subject to congres-
sional disapproval. It requires the 
Treasury to modify mortgage loans 
whenever possible to help keep families 
in their homes. It requires companies 
that sell bad assets to the Government 
to give taxpayers the opportunity to 
share in their future growth. This will 
help offset the costs of this program. 
Finally, it includes meaningful limits 
on both executive compensation and 
‘‘golden parachutes’’. This will help in-
sure that not one dime of taxpayer 
funds will be used to pay the salary of 
CEOs who have abused the public trust 
and played a role in developing the eco-
nomic crisis we face. 

American families must have con-
fidence that the deposits they have in 
our banks are safe. Thanks to measures 
put in place during the Great Depres-
sion, deposits of up to $100,000 are guar-
anteed by the Federal Government. I 
am pleased this legislation temporarily 
raises the FDIC limit to $250,000. I 
think it will help small businesses, 
make our banking system more secure, 
and help restore public confidence in 
our financial system. 

The Emergency Economic Stabiliza-
tion Act of 2008 also contains an impor-
tant provision that will help hundreds 
of community banks throughout the 
country. Prior to the Federal Housing 
Finance Agency placing Fannie Mae 
and Freddie Mac into conservatorship, 
many banks had invested in Fannie 
Mae and Freddie Mac preferred stock. 
Unfortunately, the value of these 
shares was essentially eliminated due 
to the Government’s action. These in-
vestments—standard means for the 
banking industry and the Government- 
Sponsored enterprises to provide and 
raise capital—have always been viewed 
as a conservative investment by finan-
cial institutions. 

These investments provided capital 
to Fannie and Freddie, and thus indi-
rectly benefited the economy by help-
ing Fannie and Freddie provide liquid-
ity to the secondary mortgage market. 
Unfortunately, losses on these shares 
will have significant tax consequences 
for these banks, which will translate 
into fewer loans being made across the 
Nation. 

Section 301 of the legislation provides 
targeted tax relief for all banks hold-
ing Fannie Mae and Freddie Mac pre-
ferred stock by allowing institutions to 
treat the losses on these securities as 
ordinary losses for tax purposes. This 
temporary change will provide a vital 
tax reduction against ordinary income 
and preserve a portion of the capital 
lost due to the Government’s actions 
with regards to the Government-spon-
sored enterprises. 

The bill is designed to give all 
banks—especially community banks— 
regardless of size or organizational 
structure, ordinary tax relief for these 
holdings. I encourage the Secretary of 
the Treasury to work with Congress 
and the banking industry to ensure 
that all institutions have access to this 
relief. 

We have no guarantee that this pro-
gram will fix this acute crisis. What we 
do know is that if Government does not 
step in to provide funding, we could 
hasten an economic meltdown. 

After this plan is enacted into law, 
we must take bold action to revamp 
our regulatory practices, fix the de-
rivatives market, offer an additional 
economic stimulus for businesses, pro-
vide liquidity for small businesses and 
provide real assistance to families 
bearing the weight of the crisis. This 
will be a long process. 

I believe the moment has come to 
rethink the trend over the past genera-
tion toward deregulation of our finan-
cial institutions and capital markets. 
You can see it in the excessive use of 
derivatives to manage risk. You can 
see it in the reckless use of leverage by 
some financial institutions to finance 
ever riskier and more lucrative finan-
cial products. You can see it in our 
housing markets, where the concept of 
risk became our greatest undervalued 
asset. You can see it in the failure to 
require Fannie Mae and Freddie Mac to 
set aside the appropriate capital re-
serves. You can see it in the out-
rageous salaries that so many CEOs of 
troubled companies have earned in re-
cent years which can be tied directly to 
the strategies they adopted that 
showed no respect for the risks they 
were taking with other people’s money 
or to our Nation’s economic future. 

This was a perfect storm: irrespon-
sible lending, irresponsible borrowing 
and a lack of basic oversight and effec-
tive regulation put millions of families 
in homes they could not afford. Too 
many Americans took unreasonable 
risks to buy a home when markets 
were booming. Too many financial in-
stitutions lowered their lending stand-
ards but didn’t plan appropriately for 
increased risk. At the same time, some 
borrowers inflated their incomes and 
misrepresented themselves in order to 
buy expensive homes that they could 
not afford. 

In 1994, I supported the Home Owner-
ship and Equity Protection Act which 
gave the Federal Reserve the authority 
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to prohibit unfair and deceptive lend-
ing practices. It took the Federal Re-
serve 14 years to implement regula-
tions to stop abusive and deceptive 
practices which helped cause the hous-
ing crisis. 

Since 2000, I have been concerned 
about predatory lending and have sup-
ported legislation to stop the excesses 
that these lenders have too often hood-
winked homeowners into accepting. It 
stopped companies from imposing high- 
cost mortgages, included critical con-
sumer disclosures, required creditors to 
assess the consumer’s ability to pay, 
prohibited prepayment fees and pen-
alties. This could have stopped many of 
the excesses we are paying for today 
from occurring in the first place. Un-
fortunately, this legislation did not re-
ceive any support from the other side. 

The damage has been staggering. 
Five million homeowners are either in 
default or in foreclosure and 10,000 
more join them in foreclosure every 
day. Some economists warn that the 
spike in foreclosures could lower home 
values by 30 percent—when even a 10 
percent decline takes $2 trillion in 
wealth from American homeowners. 
The loans financing these homes are 
now frozen on the balance sheets of 
banks and other financial institutions, 
preventing them from providing new 
loans. Today we are living the con-
sequences: an economy teetering on 
the edge. 

It is obvious to every American that 
we need greater regulation of our mort-
gage markets and our lending prac-
tices. We must eliminate the unfair 
and deceptive practices that helped 
cause our current economic difficulties 
immediately. 

Another crucial ingredient in today’s 
crisis is the use of complex financial 
derivatives. These complex financial 
maneuvers—hidden from the view of 
most Americans—have quietly become 
a crucial part of managing risk in our 
economy. In May, the Bank for Inter-
national Settlements estimated that 
the total value of derivative contracts 
was approximately $600 trillion. To put 
this speculation in context: that is 200 
times larger than the Federal budget. 

Derivatives are essentially bets on 
future economic behavior: financial 
contracts which can gain or lose value 
as the price of some underlying com-
modity, financial indicator or other 
variable changes. Unfortunately their 
rise to prominence in our economy was 
not matched with an increase in regu-
lation or transparency. Warren Buffett 
has previously called derivatives ‘‘. . . 
financial weapons of mass destruction, 
carrying dangers that, while now la-
tent, are potentially lethal.’’ 

The continuing uncertainty over de-
rivatives has helped to bring about the 
recent freeze in our credit markets. 
For example, Bear Stearns was deeply 
involved in the financial derivatives 
markets. The Federal Reserve eventu-
ally provided up to $30 billion and con-
vinced JP Morgan to purchase Bear 
Stearns because they feared its sudden 

collapse would produce a tidal wave of 
defaults around the globe. Also, since 
Lehman Brothers filed for bankruptcy, 
financial institutions and corporations 
have been unsure how to process and 
cover its derivatives and credit default 
swaps. 

Congress must consider and pass leg-
islation to reform and manage deriva-
tives. We must learn from the current 
crisis and develop safeguards that en-
sure that the failure of a financial in-
stitution which holds derivatives does 
not cause a freeze in our credit mar-
kets. 

The housing crisis also triggered a 
reassessment of other financial risks, 
including leveraged loans taken out by 
financial institutions to increase prof-
its. This approach allows institutions 
to take much larger market positions 
which increases their profits but also 
increases their risk. In 2004, the Securi-
ties and Exchange Commission relaxed 
capital rules for investment banks 
which allowed these firms to increase 
their risks during good economic 
times. Unfortunately, some financial 
institutions were reckless in their use 
of leverage. 

Published reports say Merrill Lynch 
borrowed an astounding 44 times the 
size of its capital to increase profits. If 
you borrow 44 times your capital and 
your investments increase only 1 per-
cent you have actually made a 44 per-
cent profit. Unfortunately, the reverse 
is also true. Think about it: If you have 
$1 and you use it to borrow and invest 
$44, common sense tells you that if 
things go wrong, you will be in a world 
of trouble. Well, that is exactly what 
happened. These risky investments 
caught up to Merrill Lynch. They were 
bought out by Bank of America after 
facing bankruptcy earlier this month. 

We need to dramatically increase our 
oversight of all financial institutions 
and increase capital standards to in-
sure companies like Merrill Lynch and 
Lehman Brothers can never again im-
pact the U.S. financial system due to 
their risky business plans. 

The government sponsored entities, 
GSEs, particularly Fannie Mae and 
Freddie Mac and the FHA have played 
a critical role in expanding home-
ownership. However, like too many fi-
nancial institutions, these organiza-
tions included subprime mortgage debt 
in their portfolios but didn’t plan ap-
propriately for the increased risk they 
had incurred. The Congress and the 
Bush administration also failed to re-
quire Fannie Mae and Freddie Mac to 
increase their capital requirements to 
adjust to the increased risks. As a re-
sult, the Bush administration was 
forced to put both Fannie Mae and 
Freddie Mac into conservatorship ear-
lier this month at a cost of approxi-
mately $200 billion to the taxpayers. 

Back in 2004, I said that I expressed 
concern about governance and account-
ing problems at Freddie Mac and that I 
would support legislation that provides 
for strong, effective supervision and 
regulation of government-sponsored 

enterprises within a framework that 
assures their safety and soundness. 
During the 109th Congress, the Bush 
administration blocked the enactment 
of bipartisan legislation to reform 
Fannie Mae and Freddie Mac. 

Going forward, in order to stop the 
increasing numbers of foreclosures, we 
need the GSEs to continue their mis-
sion, within appropriate capital con-
straints, to help stabilize the mortgage 
markets. 

Executive compensation is another 
area that we need to address. We have 
all read about the outrageous salaries 
that many of the CEOs of troubled 
companies have earned over the past 
few years. Some have increased their 
pay by increasing the risks their com-
panies take. I am pleased that Chair-
man BAUCUS of the Senate Finance 
Committee is pushing for changes in 
the Treasury proposal to prevent exces-
sive compensation and golden para-
chutes for executives who sell troubled 
assets under the Treasury program. 
CEOs, who abused the public trust and 
played a role in developing the current 
economic crisis and are now asking to 
be bailed out, will not be able to re-
ceive severance packages or excessive 
salaries. Taxpayers will not subsidize 
their excessive salaries. 

When you add it all up, the financial 
crisis is a result of failures over the 
past generation to provide appropriate 
regulation and supervision of the finan-
cial services industry. Over the past 8 
years, however, what was effectively a 
trend toward deregulation turned into 
a stampede. The Bush administration 
and others in Congress have consist-
ently railed against oversight and ac-
countability during the last 8 years; 
now taxpayers are forced to clean up 
this administration’s mess. 

So I urge my colleagues in the House 
of Representatives to come together to 
support the Emergency Economic Sta-
bilization Act that will help protect 
our vital national interest in the con-
tinued health of our economy. Next, we 
need to come together as a nation to 
help those who have been hurt by the 
economic crisis and to finally respond 
to the structural problems that have 
brought us to this point. 

Mr. REED. Mr. President, middle- 
class families are being squeezed finan-
cially. They feel that the economy and 
the Government are just not working 
for them. 

The vast majority of Americans are 
unhappy with the direction President 
Bush has led us over the last 8 years. 

For most of the last decade there has 
been far too little oversight of the fi-
nancial marketplace and too little help 
for the middle class. 

I share that frustration. I have voted 
time and again for common sense tax 
cuts for the middle class, developing 
alternative sources of energy, like 
solar and wind power, greater invest-
ment in our roads and bridges, improv-
ing our schools, and expanding health 
coverage for children, new regulations 
to protect consumers, a responsible end 
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to the war in Iraq and a host of other 
important initiatives, but the sad re-
ality is that time and again those ef-
forts have been dashed by filibusters 
and vetoes by the President and his al-
lies. 

But as real as that frustration is, the 
economic situation requires us to act 
swiftly and responsibly. 

The choice now is to act on this bill 
or watch as this economic crisis makes 
the already difficult economy even 
worse. If we fail to act, there will be 
more impacts on the lives of an already 
struggling middle class—job losses, 
pension losses, and an ever harder time 
paying for college. 

That is why we must act, and that is 
why we must pass this legislation. 

When this proposal was first un-
veiled, it was little more than a blank 
check, and I know the people of Rhode 
Island were outraged just like me. 

But this proposal is vastly different. 
Gone is the blank check. 
In its place there are strong protec-

tions for the taxpayers, a greater like-
lihood of success, better oversight, and, 
most importantly, a chance for a re-
turn on this investment in stabilizing 
the economy. 

When the President sent us his blank 
check, it was clear that we needed to 
make sure we followed the same prin-
ciple anyone follows when they lend 
money which is that you get paid back. 
That is why I fought and got bipartisan 
support for a provision that ensures 
taxpayers do not remain exposed to all 
of the risks of this program by requir-
ing if you participate in this taxpayer- 
funded program, that taxpayers get a 
piece of your future profits through a 
share in the profit of the assisted com-
pany. 

This device, known as a warrant, is 
nothing new, and it can be very effec-
tive. In fact, in the Chrysler loan guar-
antee, warrants were used and resulted 
in a profit to the Government and in 
turn the American people. Warrants 
were also a part of the successful effort 
to revive the airline industry after 9/11. 
Most recently, Warren Buffett included 
them in his deal with Goldman Sachs 
last week, as did the FDIC in its recent 
brokering of the purchase of Wachovia 
by Citibank. 

Warrants allow the taxpayers to get 
their money back and more if a partici-
pating company rights itself. In other 
words, as the company’s stock goes 
up—as it should over time—taxpayers 
get to participate in that appreciation 
and even enjoy a reasonable premium. 

No one will be shocked to learn that 
the President and Wall Street opposed 
my idea for warrants. But when faced 
with the simple fact that any Wall 
Street business transaction would 
exact no less of a price, protecting the 
taxpayer won and the special interests 
lost. 

There are no guarantees that the as-
sets purchased under this program will 
eventually appreciate, though that is 
certainly our hope, but at the very 
least warrants help safeguard the tax-

payer against losses on those assets 
that underperform. 

It is only right to ensure that the 
taxpayer not foot the bill for this res-
cue plan because the point of this eco-
nomic rescue plan is to provide liquid-
ity throughout our credit markets, not 
to line the pockets of those looking to 
make a buck on the backs of the tax-
payer. 

We also said ‘‘no’’ when it came to 
the President’s proposal to spend all 
these funds with zero oversight and 
transparency. Now, there is a clear re-
quirement that all of these arrange-
ments are transparent and above 
board. Moreover, there will be a panel 
of outside experts who must report to 
the Congress and the American people 
on the Treasury Secretary’s use of 
these funds and submit a regulatory re-
form plan in January 2009 so we can 
work on new laws to prevent a similar 
case of market failure. And, we in-
cluded provisions to ensure that no-bid 
contracts are not awarded, contracting 
rules are followed, conflicts of interest 
are prevented, and courts have the au-
thority to review any questions about 
this law. 

And, we took a strong first step when 
it comes to the excessive pay of too 
many executives on Wall Street who 
got us into this mess. Indeed, under 
this bill, there will be no golden para-
chutes for those executives who helped 
create this financial crisis. Instead, 
they will see those sweetheart deals go 
away, and, indeed, the Securities and 
Exchange Commission and the FBI 
have launched investigations into 
many of these questionable financial 
transactions. 

Lastly, we should not overlook that 
this bill also extends a number of tax 
cuts that will generate investments in 
alternative sources of energy and green 
job creation as well as a tax cut for ap-
proximately 92,000 middle class Rhode 
Islanders who would otherwise face the 
Alternative Minimum Tax. 

This bill is necessary, but not per-
fect. It should be stronger when it 
comes to impacting those who got us 
into this mess, and it should contain 
some of the consumer and investor pro-
tections and accounting reforms I have 
called for over the years. There should 
be more resources to prevent fore-
closures, not to aid people who took 
out a mortgage they should not have, 
but to protect the property values and 
stability of those neighborhoods facing 
a growing number of foreclosures. 

If we don’t follow up this vote with 
increased transparency and better reg-
ulations of the financial marketplace, 
we could very well find ourselves de-
bating another economic rescue pack-
age in the not too distant future. 

Indeed, I have held eleven hearings 
over the last year and a half in an ef-
fort to bring these regulation and ac-
counting issues to the attention of my 
colleagues and the administration. 
These may have seemed like arcane 
hearings to many, but the reality is 
those who were supposed to enforce the 

rules of the marketplace and protect 
the economy were asleep at the wheel, 
or worse, blinded by a misguided ide-
ology that over-relies on deregulation. 
Time and time again, witnesses at 
these hearings said everything was 
okay or was at least manageable. They 
said we should not have hearings and 
that less oversight and regulation 
would cure any problems. Now, two of 
the companies that testified don’t even 
exist. The status quo is unacceptable, 
and I am hard at work on legislation to 
reform oversight of Wall Street be-
cause the current system failed. 

The bill is prompted by a systematic 
failure by all the financial regulators 
who turned a blind eye to the problems 
that had been identified well before 
this crisis erupted. 

Reckless and irresponsible business 
decisions brought us here, but lax over-
sight and poor risk management by 
regulators also played a starring role. 

No one is happy that we have to act, 
but we need to act to avoid further 
damage to our economy. The task be-
fore us now is to protect people’s jobs 
and retirement savings, and do our best 
to craft a solution to the credit crisis 
that prevents our economy from grind-
ing to a halt. 

The question must also be asked: 
How can we prevent this from hap-
pening again? 

The administration found that it 
could no longer control events. Instead, 
events controlled the administration as 
credit markets have stubbornly re-
mained frozen and banks still refuse to 
lend to each other. Small businesses 
are finding it harder to get credit, as 
are consumers. 

No one takes lightly voting for a $700 
billion package, even with taxpayer 
protections I and my colleagues built 
into it. These sophisticated institu-
tions and complex instruments impact 
very concrete, everyday assets, from 
homes to retirement savings. We must 
act now to protect these important as-
sets. 

Fundamentally, this is about pro-
tecting the savings and well-being of 
all Americans and providing access to 
capital and credit for businesses and 
governments to make investments in 
our future. 

The Senate has taken the first step 
and I urge the passage of this legisla-
tion. 

Mr. ROCKEFELLER. Mr. President, I 
rise today, at this difficult moment in 
the history of our Nation, as a proud 
Senator from West Virginia—a State 
whose people know a thing or two 
about working hard, playing by the 
rules, and protecting and defending the 
American dream in the face of adver-
sity. They believe in looking out for 
one another, and they deserve just that 
in return from their Government. 

For some time now, many West Vir-
ginia families have been besieged by 
rising gas prices and increased food and 
utility bills. Already strained pay-
checks are being stretched to the limit, 
and families are increasingly finding 
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themselves on shaky ground. They 
know they are one illness, one lost job, 
one accident away from falling into a 
deep hole. People are worried that they 
are going to lose their homes, they are 
watching their property values de-
crease as neighbors face foreclosure, 
and they are fearful that this will be 
the week their job gets cut or their re-
tirement plan goes under. This anxiety 
is not just being felt by those who 
make the minimum wage, it is being 
felt by everyone in every corner of my 
State. People are angry, and I share 
that anger. 

I have spent my entire career fight-
ing for West Virginians to have a voice 
and to make sure they don’t get the 
short end of the stick. The Putnam 
County factory worker who relies on 
their job at the plant, the St. Marys 
High School student who is dreaming 
of attending college to be a teacher, 
and the thousands of homeowners 
across the state who are entitled to 
real peace of mind knowing that the 
house they have been paying for every 
month like clockwork for 20 years will 
not be taken from them. 

As our financial markets have dete-
riorated, banks have collapsed and 
credit has begun drying up. Small busi-
nesses have had a tougher time access-
ing capital to operate and keep work-
ers employed. Even prominent Amer-
ican companies such as GE, GM, and 
Caterpillar are beginning to feel this 
credit crunch. That means less invest-
ing in the future, fewer plants opening, 
and—what I fear most—massive lay-
offs, long unemployment lines, and a 
real run on the banks. 

Just yesterday I was contacted by 
the president of a midsized West Vir-
ginia manufacturing company that is 
feeling the pain of this financial crisis. 
Because of the credit crunch, his cus-
tomers can’t get the capital to pur-
chase his products, cutting in to his 
company’s sales. Monday’s huge drop 
in the stock market, after the House 
failed to pass a rescue bill, caused his 
employees’ 401(k) plans to lose a full 
year’s worth of value in one day. That 
means his employees would have to 
work one additional year in order to 
recover the value in their retirement 
plan. 

We all knew the economy was weak-
ening but the magnitude of this crisis— 
watching our financial system crum-
ble—has been shocking. The full im-
pact of this disaster is not yet known, 
but it is safe to say this is the most 
troubling series of financial events I 
have seen in my lifetime. 

In response to this crisis, the Presi-
dent sent the Congress a request for a 
$700 billion blank check—with no de-
tails on how the money would be spent, 
no oversight, no regulations for greedy 
Wall Street bankers, and most impor-
tantly no protections for taxpayers. 

With my colleagues on both sides of 
the aisle, I have been working to deter-
mine the best way forward. I have con-
sidered the situation and the options 
very carefully. I have consulted experts 

in West Virginia and elsewhere, and I 
have concluded that what we face is ex-
tremely serious; and if we do not take 
action now, the impact on West Vir-
ginia families will be devastating. 

We should not be in this situation. 
The lack of regulation or warning by 
the Bush administration is reprehen-
sible, but the challenge is very serious 
and we must face it together head on. 
There is no guarantee that a rescue 
plan will stop the bleeding, but we 
must try. 

From the beginning, I made it very 
clear that I would only support a res-
cue plan that looked out for the needs 
of people on Main Street and for the 
taxpayers who work to keep this coun-
try strong. The rescue plan we have 
agreed to is designed to help West Vir-
ginians get some of the financial help 
and tax relief they need and will need 
in the difficult months ahead. The plan 
is not perfect and we must do more— 
but it is an important step. 

Six key pieces of the legislation were 
critical for my support: 

First, the bill mandates that tax-
payers share in any future profits in 
order to recoup their funding if at all 
possible. 

The legislation gives the Treasury 
Department the authority to take war-
rants or equity in companies that par-
ticipate, effectively acquiring stock in 
the company. The warrants help reduce 
the risk to the taxpayers. If the price 
the government pays for the assets is 
low and the banks end up benefiting, 
the government would own a share of 
that benefit. If the government is un-
able to recover the money spent by 
Treasury after five years, the President 
must submit a plan to recover the 
shortfall from the financial services in-
dustry. 

Second, the bill establishes an over-
sight board and an independent Inspec-
tor General who will watch over the 
day-to-day operations of the Treasury 
from the inside out. 

I joined some of my Senate col-
leagues led by the distinguished chair-
man of the Senate Finance Committee, 
MAX BAUCUS, in calling for this IG. The 
American people deserve the advocacy 
of a tough, independent IG who wakes 
up every morning with one mission in 
mind: to track the work of the Treas-
ury—in the greatest detail possible—in 
order to hold the officials executing 
this plan accountable and protect tax-
payer dollars. 

Third, the bill limits executive pay 
for failed CEOs who abused the public 
trust, and for continuing or future 
CEOs whose companies participate in 
the Government rescue. 

It was recently reported that Wall 
Street’s five biggest firms paid more 
than $3 billion in the last 5 years to 
their top executives while they pre-
sided over the sale of the subprime 
loans and securities that brought down 
our financial markets. This is offensive 
and immoral. These are taxpayer dol-
lars—the American people’s money— 
and we cannot allow this to continue. 

The legislation limits CEOs and cor-
porate executives from leaving compa-
nies they drove into bankruptcy with 
‘‘golden parachutes’’—especially with 
taxpayer dollars. The bill cuts the cur-
rent tax deduction on executive pay in 
half and then charges a 20 percent ex-
cise tax on any company that gives ex-
cessive compensation packages. These 
restrictions were hard fought, and in 
my view not enough, but if some com-
panies or executives find a loophole 
and try to take advantage of taxpayer 
dollars here, I assure you we will clamp 
down even further. 

Fourth, the bill provides relief to 
homeowners who have been caught up 
in the current mortgage crisis and are 
trying to save their homes. 

The bill starts to address the root of 
this financial crisis—foreclosures—not 
by giving a pass to individuals who 
took out loans they could not afford, 
but by allowing the Government to re-
negotiate mortgage terms. Two million 
more foreclosures are projected in the 
next year and it is in everyone’s inter-
est to bring that number down, keeping 
more families in their homes and pay-
ing off their debts. 

Fifth, the bill raises the FDIC insur-
ance limit temporarily to $250,000, pro-
viding more liquidity to banks and ad-
dressing the current crisis of con-
fidence, which is causing people to pull 
their money out of their banks and 
contributing to the credit crunch. 

This is especially important to small 
businesses which employ over 50 per-
cent of our private work force in West 
Virginia and which rely on banks to 
loan them the necessary capital to 
make payroll, stock their shelves, and 
invest in new projects and jobs. 

Sixth and lastly, the bill includes 
very substantial tax relief, so that 
working Americans also get the finan-
cial help they need in this time of cri-
sis. 

Now 24 million families who can’t af-
ford a higher tax bill—including 86 
thousand in West Virginia—will be pro-
tected from the Alternative Minimum 
Tax. The parents of almost 80,000 West 
Virginia children will now qualify for 
an even better child tax credit, and 
families will get help with college 
costs. Teachers who put out money 
from their own pocket to buy school 
supplies will get a deduction to help 
pay them back, and companies will get 
a boost to do more research and devel-
opment and create new jobs. 

And very importantly—for a secure 
future on all fronts—the bill puts into 
law a whole host of energy and clean 
coal provisions: $5 billion for renewable 
energy, $1.5 billion for clean coal facili-
ties, $1.2 billion for the Black Lung 
Trust Fund, and an incentive for the 
steel industry fuel, a $20 credit for car-
bon sequestration, and more protection 
for our coal miners with increased in-
vestment in mine rescue teams and 
state-of-the-art mine safety equip-
ment. 

As a Governor of West Virginia dur-
ing the early 1980s, I saw the crippling 
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and damaging effects that the reces-
sion had on the people of my state. I 
don’t want to see our industries fail, 
thousands of people lose their jobs, or 
the kind of fear, uncertainty, and hope-
lessness that defined those times. 

Nothing matters more to me than 
helping West Virginia families hold on 
to their life savings, their jobs, their 
homes, their retirement, and their 
hopes for the future. 

Failure to act will severely hurt West 
Virginia families and that is a risk I 
am not willing to take. 

I also want to be clear that there are 
likely more tough times ahead. This 
plan is intended to prevent an eco-
nomic catastrophe, but it alone will 
not put us on the path to prosperity. 

We still must turn our attention to 
broader economic recovery, from 
healthcare, to increased wages, to ex-
panded job opportunities, to major pub-
lic infrastructure investments, to re-
storing fairness to our tax system so 
that the middle class can once again 
prosper. 

The people of West Virginia deserve 
lasting solutions and I will fight every 
day to make sure this happens. 

TIMBER TAX PROVISIONS 
Mrs. LINCOLN. Mr. President, I am 

concerned that this stabilization pack-
age, which includes package of business 
tax incentives, does not extend the 
timber tax provisions that were en-
acted in sections 15311 and 15312 of the 
farm bill and which are scheduled to 
expire in May 2009. I and others have 
long advocated the enactment of provi-
sions that would permanently reform 
the tax rules for timber income. Given 
budget constraints, as part of the farm 
bill, we established the new rules for 1 
year as a first step. It is important 
that the provisions not be allowed to 
lapse. Otherwise, our good work could 
be undone because we will revert to the 
same situation as before in which com-
panies that harvest timber are subject 
to higher tax rates simply because of 
their form of business organization. 

As we consider tax extenders legisla-
tion, my specific concern is that, by ex-
tending a variety of expiring tax provi-
sions until the end of 2009 but not ex-
tending the timber tax provisions, we 
may create the impression that the 
timber tax provisions are not likely to 
be extended. Because of this concern, I 
am interested in learning, from the 
chairman and ranking member of the 
Finance Committee, about their plans 
for considering an extension of the tim-
ber tax provisions. 

Mr. SMITH. Mr. President, I agree 
with Senator LINCOLN. We made good 
progress in enacting the timber tax 
provisions in the farm bill, but we 
must take the important next step of 
making the provisions permanent or, 
at the very least, extending them. 

Mrs. MURRAY. Mr. President, I 
would like to agree with the points 
made by my colleagues. The timber tax 
provisions are critically important to 
Washington and other States that rely 
on timber jobs, and the provisions 

must be extended promptly. I have dis-
cussed this matter with the chairman 
of the Finance Committee, and he has 
assured me that he will work to extend 
the provisions early next year. 

Mr. BAUCUS. I am happy to respond 
to the Senators from Arkansas, Or-
egon, and Washington, whom I have 
worked with for several years on this 
issue. They and others have persuaded 
me that the timber tax provisions are 
fair and are important. That is why I 
strongly supported including the provi-
sions in the farm bill. 

That said, I believe that the timber 
tax provisions are in a different cat-
egory than the extenders that are in-
cluded in the current bill. The extend-
ers in this bill are provisions that have 
been in the Tax Code for some time, 
and most already have expired. The 
timber tax provisions, in contrast, are 
new—enacted earlier this year—and, as 
the Senator said, they do not expire 
until May 2009. In light of that, al-
though I strongly support the timber 
tax provisions, I believe that it is bet-
ter to address them early next year 
rather than as part of this bill. I antici-
pate that we will be considering tax 
legislation early in the next Congress. 
I will work with Senator LINCOLN, Sen-
ator MURRAY, and other interested 
Senators to see that the timber tax 
provisions are extended. 

Mr. GRASSLEY. I agree with the 
chairman of the Finance Committee. I 
support the timber tax provisions and 
believe they should be made permanent 
or at least extended. I also agree with 
Senator BAUCUS that we have time to 
consider the matter early next year, 
and I will work with him to pass a 
timely extension. 

Mr. DODD. Mr. President, I rise to 
discuss the intent in section 105(c) of 
the Emergency Economic Stabilization 
Act of 2008, ‘‘Regulatory Modernization 
Report,’’ of the important require-
ments for analysis of regulation of the 
over-the-counter swaps market and for 
recommendations regarding the en-
hancement of the clearing and settle-
ment of over-the-counter swaps. 

The OTC swaps market is enormous, 
estimated to be $600 trillion. This mar-
ket is primarily made up of interest 
rate swaps and Credit default swaps. 
Corporations, banks, insurance compa-
nies, GSEs, pension funds, State and 
local governments and endowments all 
participate in the OTC swaps market. 

The OTC swaps market is a ‘‘bilat-
eral contract’’ market which does not 
involve an exchange or a clearing-
house. It is directly between two par-
ties, which results in each party bear-
ing ‘‘counter party credit risk.’’ In 
other words, if one of the two parties 
goes bankrupt or fails to pay, the other 
party can suffer a complete loss on the 
transaction. 

Since the OTC swaps market has im-
pacts on the financial system, it is ap-
propriate and timely to look at it care-
fully. Some of the largest OTC swaps 
market dealers and market partici-
pants have been merged in federally ar-

ranged transactions into stronger mar-
ket participants, taken into Govern-
ment conservatorships or receiverships 
or provided a line of credit directly by 
the Federal Government. These actions 
were taken, in part, because of con-
cerns by Federal authorities about ei-
ther the losses in their OTC swaps 
books and or the potential cascading 
effect on OTC swaps market if such an 
entity failed. 

The Treasury Report should look at 
the OTC swaps market generally and 
the current and potential options for 
improvements in clearing contracts, 
such as through a Federally licensed 
clearinghouse, with a view to whether 
it would materially lower credit risk. 
The Report should consider issues such 
as the processing of confirmations, 
margining, collateral management, 
market access, transparency in pricing, 
and safety and soundness concerns. 

Mr. President, I want to acknowledge 
the efforts of the many staff members 
who have labored almost around the 
clock over the past several weeks to 
help craft this legislation. 

FROM THE BANKING COMMITTEE 

Amy Friend, Dean Shahinian, Jonathan 
Miller, Aaron Klein, Julie Chon, Jenn Fogel- 
Bublick, Lynsey Graham, Brian Filipowich, 
Drew Colbert. 

FROM SENATOR GREGG’S COMMITTEE AND 
PERSONAL STAFF 

Denzel McGuire, Jim Hearn, Allison Par-
ent, Christopher Gahan. 

FROM THE FINANCE COMMITTEE 

Russ Sullivan, Cathy Koch, Mark Prater. 

FROM SENATOR CONRAD’S BUDGET COMMITTEE 
AND PERSONAL STAFF 

Mary Naylor, Tom Mahr, Lisa Konwinski, 
Matt Salomon, John Righter. 

FROM THE JUDICIARY COMMITTEE 

Bruce Cohen, Kristine Lucius. 

FROM THE MAJORITY LEADER’S OFFICE 

Bruce King, Mark Wetjen, Gary Myrick, 
Randy Devalk. 

FROM THE REPUBLICAN LEADER’S OFFICE 

Rohit Kumar, Derek Kan. 

FROM THE OFFICE OF LEGISLATIVE COUNSEL 

Laura Ayoud, Rob Grant, Didem Nisanci 
with Senator REID, David Stoopler with Sen-
ator SCHUMER. 

Last but not least, our extraordinary Floor 
Staff, led by Lula Davis and Dave Chiappa. 

f 

TRIBUTE TO SENATORS 

CHUCK HAGEL 

Mr. MCCONNELL. Mr. President, 
with the end of a session fast approach-
ing, it is time once again to say fare-
well to some of our favorite colleagues 
in the Senate. And today that includes 
our friend, the senior Senator from Ne-
braska. 

CHUCK HAGEL’s long record of service 
is well known to many. What some 
may not know is that that record of 
service long predates his time in Wash-
ington. 

Responsibility was thrust upon 
CHUCK at an early age. A fourth genera-
tion Nebraskan, CHUCK became the 
man of the house at the young age of 16 
after the death of his father. 
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