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women, and their relatives, so that all hos-
tility that they suffer in the streets of Ha-
vana and in all of Cuba cease, both phys-
ically and verbally, for defending their right
to freedom.

We thank you for your time and coopera-
tion, and we trust in your invaluable help, at
the same time that we insist that the cur-
rent situation is extremely delicate and dan-
gerous.

Respectfully, »
BLANCA REYES CASTANON,
Representatives in Europe.
YOLANDA HUERGA,
Representative in the United States.

This last Sunday, the day before yes-
terday, the Ladies in White were sur-
rounded and subjected to 7 hours of in-
sults and acts of violence by the plain-
clothes thugs of the Castros’ state se-
curity apparatus. Surrounded and sub-
jected to nightmarish, abominable in-
sults and grotesque sexual gestures, as
well as loud, constant screams and
chants of communist slogans and vio-
lence for 7 hours, the day before yester-
day, subjected to the well-planned tac-
tics which are part of the training of
the plainclothes state security agents
of the Castros’ gangster regime.

But the Ladies in White continue to
stand tall. Like the political prisoners
who they defend, the Ladies in White
represent the true Cuba. They embody
the decency, patriotism, and love of
the real Cuba—not the grotesque, per-
verted hatred, envy, and perfidy of the
Castros and their gangster regime.

This evening, my thoughts and pray-
ers of limitless admiration and soli-
darity are with Cuba’s Damas de Blan-
co—the Ladies in White.

———

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from Illinois (Mr. DAVIS) is rec-
ognized for 5 minutes.

(Mr. DAVIS of Illinois addressed the
House. His remarks will appear here-
after in the Extensions of Remarks.)

—

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from Kansas (Mr. MORAN) is
recognized for 5 minutes.

(Mr. MORAN of Kansas addressed the
House. His remarks will appear here-
after in the Extensions of Remarks.)

——

The SPEAKER pro tempore. Under a
previous order of the House, the gentle-
woman from Ohio (Ms. KAPTUR) is rec-
ognized for 5 minutes.

(Ms. KAPTUR addressed the House.
Her remarks will appear hereafter in
the Extensions of Remarks.)

————

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from Indiana (Mr. BURTON) is
recognized for 5 minutes.

(Mr. BURTON of Indiana addressed
the House. His remarks will appear
hereafter in the Extensions of Re-
marks.)

———

The SPEAKER pro tempore. Under a

previous order of the House, the gen-
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tleman from Oregon (Mr. DEFAZIO) is
recognized for 5 minutes.

(Mr. DEFAZIO addressed the House.
His remarks will appear hereafter in
the Extensions of Remarks.)

———

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from Virginia (Mr. FORBES) is
recognized for 5 minutes.

(Mr. FORBES addressed the House.
His remarks will appear hereafter in
the Extensions of Remarks.)

——

The SPEAKER pro tempore. Under a
previous order of the House, the gentle-
woman from Florida (Ms. RoOS-
LEHTINEN) is recognized for 5 minutes.

(Ms. ROS-LEHTINEN addressed the
House. Her remarks will appear here-
after in the Extensions of Remarks.)

———

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from California (Mr. BILBRAY)
is recognized for 5 minutes.

(Mr. BILBRAY addressed the House.
His remarks will appear hereafter in
the Extensions of Remarks.)

———

FINANCIAL REFORM

The SPEAKER pro tempore. Under
the Speaker’s announced policy of Jan-
uary 6, 2009, the gentleman from Cali-
fornia (Mr. ROYCE) is recognized for 60
minutes as the designee of the minor-
ity leader.

Mr. ROYCE. Mr. Speaker, as we
watch the Senate move on legislation
yet again toward a cloture vote on Sen-
ator DODD’s legislation, I think it is
worth noting some of the concerns that
many of us have and that many econo-
mists have with the Dodd-Frank ap-
proach on the legislation. I begin with
focusing on a past occurrence, the res-
cue of investment bank Bear Stearns in
the spring of 2008.

The Federal Government has com-
mitted trillions of taxpayer dollars to
institutions like Fannie Mae, Freddie
Mac, AIG, Citigroup, and Bank of
America out of fear that the demise of
any of these too-big-to-fail institutions
would trigger a systemic crisis and col-
lapse of the global financial system.
For my own part, I'd make the obser-
vation that I thought—I voted against
those bailouts with the presumption
that if we move to enhance bank-
ruptcy, it would be preferable to set-
ting up a system which would bring the
moral hazard and the eventual evo-
lution into a system where the Federal
Government was guaranteeing institu-
tions that were too big to fail.

But that is currently the concern I
have about this legislation, even
though the public has rejected this ap-
proach to financial regulation, the
bailouts that we have seen, and abhor
bailouts of financial institutions. If
you have a town hall meeting, I guar-
antee you, you will sense the rejection
of the Dodd-Frank approach.
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Still, this approach, endorsed by the
administration, would guarantee the
bailout authority remains a powerful
tool in the government’s arsenal. Now,
the President is hoping to use the tac-
tic employed in the health care debate
by dismissing legitimate concerns with
rhetoric but not with facts. And I
would take the comments he made in
New York where he said, ‘“What is not
legitimate is to suggest that we’re ena-
bling or encouraging future taxpayer
bailouts, as some have claimed. That
may make for a good sound bite, but
it’s not factually accurate.”” Well, actu-
ally it is accurate.

And let us look at the bailout fund in
the House-passed bill. On the House
side, H.R. 4173, subsection 1609(0), it
provides authority for the government
to borrow up to $200 billion that can be
used by the government for its bailout
actions.

In the Senate bill, Senate bill 3217,
subsection 210(n), it creates a special
$560 billion fund to resolve big financial
institutions, to resolve those institu-
tions when they’ve failed. Behind that
fund is the ability to issue government
debt—in other words, to issue taxpayer
obligations. It is no wonder why our
colleague on the other side of the aisle
from California (Mr. SHERMAN) re-
cently said of the Dodd bill, ‘“There are
serious problems with the Dodd bill.
The Dodd bill has unlimited executive
bailout authority. That’s something
Wall Street desperately wants but
doesn’t dare ask for. The bill contains
permanent, unlimited bailout author-
ity,” as my colleague on the other side
of the aisle mentioned, and I agree
with his assessment.

There is another piece of this in the
broad expansion of open bank assist-
ance authority granted to the FDIC.
The House bill, section 1109, provides
the FDIC authority to ‘‘avoid or miti-
gate adverse effects on systemic eco-
nomic conditions or financial stability
by guaranteeing obligations of sol-
vent” financial institutions. The
FDIC’s guarantees can be up to $500 bil-
lion and may be expanded an additional
$500 billion with permission from Con-
gress. That is $500 billion in potential
taxpayer liabilities to solvent compa-
nies.

This is not the death panel that
Chairman FRANK so often claimed. This
is not an ‘“‘enhanced bankruptcy proc-
ess’” or an ‘‘expedited bankruptcy’
that the administration wants people
to believe. It is, in fact, a codification
of the current ad hoc approach to bail-
outs. As Mr. SHERMAN has noted in the
past, this amounts to TARP on
steroids.

We are handing over the keys to the
Treasury to unelected bureaucrats. If
TARP was any indicator, regulators
will always err on the side of doling
out too many Federal dollars under the
guise of preventing a systemic shock. If
the letter of the law allows for them to
guarantee $500 billion of debt for sol-
vent companies, they will do just that.
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And this is simply the wrong approach.
Regulatory discretion armed with a
large pool of taxpayer money will in-
evitably lead to political abuse.

Under the Dodd-Frank approach, gov-
ernment will determine which firms
are too big to fail and which are too
small to save. Under this bill, the gov-
ernment will determine which credi-
tors and which counterparties of a
failed firm should be bailed out and
those that should not. And government
will dismantle a healthy institution
that they believe may pose a risk
under the wording of the legislation.

This type of power will lead to a
hyperpolitical environment where po-
litical pull will replace market dis-
cipline. Subjectivity will replace objec-
tivity and the clearly defined rules of
the road that have been a cornerstone
of our capital markets. We need to ex-
pand the bankruptcy process and the
clearly defined rules of the road that
come with it, and we need to take out
the ability for political manipulation
in the process.

There are other concerns that I have
with the approach in this legislation,
in the Dodd-Frank approach, and one
of the concerns I have is that it fails
wholly to address one of the major root
causes of the crisis. It is important to
remember that one of the root causes
of the crisis was in the junk mortgage
market, subprime and Alt-A loans.
Federal Government policies were re-
sponsible for the buildup of these loans.
There were 27 million subprime and
Alt-A loans in our economy in 2008 be-
fore the financial crisis. That’s about
half of all mortgages. Of those, 12 mil-
lion were held or guaranteed by Fannie
Mae and Freddie Mac, the government-
sponsored enterprises; $5.4 billion of
FHA and about 2 million as a result of
the largest banks making CRA com-
mitments in order to get approval for
mergers and expansions.

One of the other factors, of course, in
the economic contraction that we’ve
faced was the fact that the Fed set neg-
ative real interest rates; in other
words, they set the interest rates that
were measured against inflation at a
negative sum, and when our Federal
Reserve put that in place for 4 years
running, it was followed by central
banks in Europe that did the same
thing. So central banks all over the
world for 4 years set those interest
rates at a negative rate.

Virtually every economist will tell
you that this played a significant role
in the crisis; and we’re not looking at
the fact that we have not addressed
this issue either because, in essence,
the Federal and the central banks
threw fuel on the fire. These unusually
low rates incentivized the financial
sector to take excessive risk and they
exacerbate the normal business cycle.
Dr. Friedrich Hayek won the Nobel
Prize in Economics in 1974 for explain-
ing this phenomenon on how this
causes booms and busts in the cycle.

And, of course, Fannie Mae and
Freddie Mac and the easy money policy
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at the Fed were central to the housing
boom and bust, and they are left
unaddressed in the Dodd-Frank ap-
proach. When you add things in like ex-
cessive leverage in the financial sector
and the overreliance on the failed rat-
ing agencies, you have a recipe for dis-
aster.

And I will add that the Fed came to
the Congress and suggested to us in
2004 and 2005 that there was systemic
risk with Fannie and Freddie, and what
they asked for was an amendment to
deleverage these portfolios that were
being built up in Fannie and Freddie,
in our GSEs, our government-spon-
sored enterprises. The leveraging was
in excess of 100:1. These institutions
were involved in arbitrage, and it was
Congress that gave them the where-
withal to do this and prevented the
regulators from going in and forcing
these institutions, these government-
sponsored enterprises, to deleverage
the size of these portfolios.

You can imagine the reaction from
officials at the Fed when we turned a
deaf ear in Congress. As a matter of
fact, I want to point out that in the
Senate, we had legislation from Sen-
ator Hagel written by the Fed that
would allow that authority to regulate
for systemic risk, to give the regu-
lators the ability to deregulate these
portfolios. That bill went out of com-
mittee, but Senator CHRIS DODD op-
posed it on the floor, opposed it coming
to the floor, and, as a consequence, the
bill never came up; although it passed
committee, it never came up in the
Senate.

On this side of the House, the House
of Representatives, there was a bill
that came to the floor, and I put in the
amendment that Chuck Hagel had car-
ried in the Senate. Again, the amend-
ment that I introduced was written by
the Federal Reserve in an attempt to
give them the ability to regulate for
systemic risk in Fannie and Freddie
because they had warned that the con-
sequence we faced was a systemic eco-
nomic collapse. And certainly that’s
exactly where this collapse began. It
was in the housing market. It was with
the collapse of Fannie and Freddie, the
loss of about $1 trillion in value.

Now I’'m going to bring up one other
issue that’s missing on the Senate side
that really gives me pause in terms of
the way this is approached. Let me just
make the point that the FDIC has no
experience with these types of institu-
tions. As I’ve said before, I have op-
posed the bailouts. I, instead, wanted
to see a system devised. We have com-
panies, major firms go bankrupt in the
United States—airlines, railroads.
These are handled instead by an expe-
dited bankruptcy process through the
courts, and that’s what I wanted to see
beefed up.

Let’s go to the Senate bill. A major
premise upon which the resolution au-
thority was based is the notion that
the FDIC uses a similar tool to unwind
small commercial banks. In fact, last
week before the Financial Services
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Committee, Secretary Geithner again
reiterated this point. But this is like
comparing apples to oranges, and I will
share with you why.

The FDIC is liquidating very simple
institutions primarily made up of in-
sured deposits and made up of small
straightforward loans. In fact, 98 per-
cent of the liabilities of banks and
thrifts unwound by the FDIC in the
last 2 years were insured deposits. This
is in stark contrast to the nondeposit-
taking institutions likely to be covered
under the resolution authority, which
is going to end up creating this perma-
nent bailout authority. And I would
just give you some examples from the
past.

Take Lehman Brothers, take AIG.
Neither of these firms had insured de-
positors or depositors of any Kkind, and
their complex assets and liabilities did
not look anything like the simple
small loans and residential and com-
mercial mortgages that the FDIC deals
with. The sheer size of these institu-
tions trump anything the FDIC has
touched. The $639 billion in Lehman
was nearly 15 times bigger than the
largest bank ever resolved by the
FDIC, and AIG was over $1 trillion in
assets.

This is another problem with this ap-
proach. Since nearly all of the liabil-
ities of banks and thrifts unwound by
the FDIC are insured deposits, there is
a strong presumption of government
backing behind these ‘‘too big to fail”
institutions; and, by applying this
model to the largest of our financial in-
stitutions, the legislation will signal
that the government-provided safety
net now extends to a much wider por-
tion of our capital market.

And think for a minute what that
means to the competitors of these
large firms, for the smaller firms that
are too small to save. Suddenly they
face a differential in their borrowing
costs that can reach up to 100 basis
points. Some studies show 78 basis-
point costs, some show 100 basis-point
costs. That’s the costs that small insti-
tutions have currently that is higher
than the borrowing costs of institu-
tions that face this implied govern-
ment bailout or have been bailed out
by the government.
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You saw it with respect to the gov-
ernment-sponsored enterprises, how
much lower their cost of borrowing was
and how they were able to over lever-
age, and how on top of all of this, they
could become a duopoly and put their
competitors out of business because
people presumed that the government
was behind these institutions.

These are some of my concerns, and I
know these concerns are shared by a
colleague of mine on the committee,
Mr. SCOTT GARRETT.

Mr. Speaker, I yield back the balance
of my time.

The SPEAKER pro tempore. Under
the Speaker’s announced policy of Jan-
uary 6, 2009, the gentleman from New
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Jersey (Mr. GARRETT) is recognized for
42 minutes as the designee of the mi-
nority leader.

Mr. GARRETT of New Jersey. 1
thank the Chair, and I thank the gen-
tleman from California who was pre-
viously speaking for his insightful
analysis of where the country cur-
rently finds itself with regard to this
macro issue of Wall Street reform and
banking reform in this country, some-
thing which Members on both sides of
the aisle agree wholeheartedly is nec-
essary and needed to be done. We just
need to make sure that we do so in a
thoughtful manner so we don’t do more
harm than good.

When President Obama and Demo-
crats claim Republicans are doing the
bidding of big Wall Street banks and
oppose all financial service reg reform,
you know, you hear that over and over
again by some of the commentators on
TV, I have to say, you find it laughable
on a number of different levels.

First of all, think about this, it is the
Democrat bills that have institutional-
ized permanent bailouts and too big to
fail. It is no wonder then that Demo-
crats have received such strong fund
raising support from the titans of Wall
Street.

As I stand here, I'm not sure I have
all of those numbers before me. Later
on I may. Off the top of my head, those
numbers stand out as something to the
tune of something like around $15 mil-
lion from the various titans of Wall
Street, as they put it, to the Presi-
dent’s campaign in the last cycle. I
think the number I saw just the other
day, and the most recent numbers out
for the 2008 cycle of Congress, some-
thing like $2.9 million from these var-
ious Wall Street firms and banks going
to the majority party, the Democrat
Party, in the last election; twice as
much as what is going to Republicans.

Maybe it is no wonder that they have
received such strong support from Wall
Street that they would then put in a
bill that would see to it that Wall
Street is taken care of in the sense of
the perpetuation of bailouts at the tax-
payers’ expense.

Not only do Republicans support real
financial service reform, the House Re-
publicans were the first ones to come
forward with a comprehensive reform
plan that actually ends too big to fail.
It ends bailouts, and we also don’t suc-
cumb to the Democrats’ urge to take
yet another vast portion of our econ-
omy with government overreach and
intrusion and bullying of private busi-
nesses. Think about that.

The reason I point out that Repub-
licans came out with a proposal earlier
than the majority party, earlier than
the White House, earlier than the
Treasury. I remember being in this
Chamber talking on this floor early
last year in 2009, in January and Feb-
ruary and March saying we need to at-
tack this problem on Wall Street, we
need to attack the morass that we are
finding our country in economically.
We needed to get reform done. All of
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the while Treasury was telling us we
will have something next week, we will
have something next week.

Week after week passed, and we fi-
nally ended our waiting for them and
we put our minds together. We listened
to the American public and we listened
to the experts. We listened to the peo-
ple who were involved with this and
the people who also would be hurt by
wrong actions being taken. We took all
of that advice and we came up with a
Republican solution to this proposal,
and actually had it done before the
White House ever even came up with
their white paper that they presented
at the White House.

I remember going to that presen-
tation where the President came out
and said here is my solution, here is
the problem, just laid it out and left
the stage. Didn’t take a single question
from the audience. That is how it has
been ever since, left the stage and has
not listened to what the American pub-
lic and those involved have to say
about their plan.

Before I go to our Republican plan, I
would like to remind our colleagues
over in the Senate on the other side,
who likely will be asked to vote on the
Obama-Dodd-Frank plan, and they will
be likely to vote on it again soon. They
voted on it earlier, and I guess they
will be doing it again today, if they
haven’t done so already. And the way
it is coming down in the press reports
is that HARRY REID sees it as a win/win
for them to just continue to put vote
after vote after vote. The last vote Re-
publicans stood together saying they
would vote ‘‘no’ on any bill that would
perpetuate bailouts to taxpayers for
these financial institutions. That is a
good thing. We hope they stand firm on
that.

There is a whole host of reasons, in
addition to that, why both Democrats
and Republicans should vote against
that 1,300-page permanent bailout bill.

Let me digress for a moment on that
issue. We are just now learning of the
ramifications, unintended and other-
wise, from the health care bill; you
know, that 2,000-page bill that we know
no one read on this floor and under-
stood all of the ancillary portions of it,
and yet it passed in the House, passed
in the Senate, and came back to the
House again and passed overwhelm-
ingly after a lot of arm twisting by the
White House and others to get all of
the votes they needed to get it done.

But you could see during the debate
in the health care bill, when poignant
questions and particular questions
were raised on particular portions of
the bill, there was no one on the other
side of the aisle who could honestly say
I have read through the bill, all of the
several thousand pages, and all of the
ancillary references to it and had a
complete understanding of it. Yet that
bill passed, and now we are seeing the
ramifications from that.

A study came out this past week
from this administration saying the ac-
tual cost of health care, remember
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President Obama said he was going to
actually lower it, would go up by a per-
centage or so over a 10-year period of
time. Remember the President also
promised no one would lose their
health care plan, they didn’t read the
bill. Because they didn’t read the bill,
they find out now in another study
that about half of those senior citizens
on the Advantage program of Medicare
will be losing their plans. That is the
ramifications when you try to rush
something through without reading it
and understanding it.

Now back to the point, here we have
over in the Senate, we have a 1,300-page
plus bill that didn’t go through the
committee process and didn’t have an
opportunity for vetting and hearing
from the various witnesses and experts,
that, too, Senator REID is trying to
push through this week against all
odds and truly understanding what
they are doing over there.

The bill they are attempting to work
on and move quickly without that un-
derstanding codifies the government
policies invoked to bail out AIG, Bear
Stearns, and others, and it does so, in
large part, by creating a permanent $50
billion bailout fund which, I should
add, can be endlessly reloaded. Let me
make a point on that.

They say we are going to set up this
$50 billion fund to bail out the future
bank losses and what have you. Well, if
the next day they need that $50 billion
and it goes down, the next day after
that they can go right back to the pot
of money and try to raise it back up
again, and go to another $50 billion. So
$50 billion is really a placeholder for 50,
100, 150, 200, 250, on and on and on it
could go, bailing out failing institu-
tions, so-called too-big-to-fail institu-
tions, and potentially also indirectly
put the American taxpayer on the
hook.

I should probably explain just one ex-
ample of that. Look at AIG. What was
the number we saw on AIG. I think it
was around $80 billion needed to bail it
out. Here is the seminal question which
I think we put to Secretary Geithner. I
don’t know if we ever got a satisfac-
tory answer from him or anyone else
who proposed the legislation in the
Senate. The questions was: Had you
had this bill, the Dodd bill, in place
prior to AIG, would the outcome have
been any different?

Well, there you needed about $80 bil-
lion, all from the American taxpayers.
Here they say we will have $50 billion.
Obviously $50 billion is not enough; so
in the short term, where will you get
that money. The bill, the Senate Dem-
ocrat Obama-Dodd-Frank bill basically
says you can go to the Federal Govern-
ment, the Federal Reserve, they can
basically front end load that money to
the facility so they can loan it out to
whether it is AIG next time or another
Lehman in the future, or what have
you. The American taxpayer at that
point in time is now on the hook for
however much money they want to
lend out without basically any limit.
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Other portions of the bill that are
problematic besides creating a perma-
nent $50 billion bailout fund, which, as
I said, would be endlessly reloaded,
paid for by taxing financial firms to
pay for other larger firms’ failure. I
think that is an important point. If
you have a local community bank in
your community, you have to ask
them, What do you think about the
fact that potentially, depending upon
your size, you could be held liable for
the egregious mistakes and failures of
these huge titans of Wall Street who
make absurd investment decisions. I
think most of your local community
banks that potentially could be on the
hook would say, it is nothing good for
us, it is nothing good for our local com-
munity because any time you put a tax
on something, one bank or another, it
hurts the businesses in that commu-
nity.

Another major point that is problem-
atic with the bill, it expands the im-
plied government guarantee in the fi-
nancial marketplace for the largest
firms. Sort of along the point I was
just making here, it is the biggest
firms in Wall Street that are going to
be able to say, Thank goodness, thank
goodness we made all of these contribu-
tions to those people in Washington
who are now supporting this legislation
of the Dodd-Frank-Obama bill because
now we know who our friends are, and
of course, it is on the other side of the
aisle, who are supporting this legisla-
tion that will allow for their perpetual
bailout.

Another problem with the bill is it
continues to place taxpayers on the
hook for billions, if not trillions of dol-
lars for bailed out failed nonbanks. I
say trillions of dollars because there is
nothing in that 1,300 pages of legisla-
tion that is sitting in the other House,
in the Senate right now that Senator
REID wants them to push right
through, vote on without having full
understanding of it. There is nothing in
that bill that would say, American tax-
payer, your liability to the big banks
in New York and around the country is
going to be limited at this much or this
much. There is no limit. It can just go
up to billions of dollars, tens of billions
of dollars, hundreds of billions of dol-
lars, or trillions and trillions of dollars
potentially.

And if you think trillions are out of
sight as far as the potential, all we
have to look at is the GSEs, Fannie
Mae and Freddie Mac, and where is the
limit on the potential loss to the
American taxpayer there. I think it is
around $389 billion that they have
scored that it will cost taxpayers over
the next 10 years coming out of our
Treasury, which means out of our
pockets. But there is a potential there
with several trillions of dollars of po-
tential losses on their books that we
can all Americans be eventually liable
for. So trillions are not out of the ques-
tion when you are talking about such
mammoth institutions and trading as
we have seen here.
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To continue, with the problems of
the Senate financial services so-called
reform bill that Senator REID is trying
to push through the Senate as we speak
without anyone really understanding
or reading it, the bill continues the
pattern of government overreach that
we have seen throughout the Obama
administration and with the Demo-
crats controlling here in the House.

It also continues the pattern of gov-
ernment picking winners and losers
and political bullying and deciding just
who it is will succeed in this country
and who it is that is going to fail rath-
er than through the private market
and rather than through the rule of law
and the rule of the bankruptcy code.

Did we ever think that we would
come to the day when it would be the
politicians who would decide: I think
that business over there should do well
and thrive and succeed, as opposed to
this business over here. I don’t have
much favor for them for one reason or
another, maybe they are not a friend of
mine politically or otherwise, and the
politicians says, That business can go
into the dust and not succeed.

Did we ever think we would get to
the day when it would be Washington
and Washington politicians and bu-
reaucrats who would say, I am going to
pick that one as a winner, and that one
over there is a loser.

That, in essence, is basically what we
find in the 1,300-page bill that Senator
REID would like to see passed without
any real debate or discussion or amend-
ments or improvements upon because
it allows the bureaucrats of various
Federal agencies, these appointed and
unelected individuals, to make those
basically life-and-death decisions for
industry and life-and-death decisions
for businesses as well.
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Did we ever think we would get to
the point where those decisions are not
made by the markets because this busi-
ness actually did do a better job in de-
ciding how it would grow, how it would
invest, what sort of services it would
provide? That’s how the free market
has always thought that businesses
should thrive. And if this business over
here decides that they make poor in-
vestment decisions, poor customer
service, poor decisions, generally, on
how it’s running, then the market
should say that is the business that
will fail.

Well, we’re going to throw that all
aside now with this piece of legislation
and say the market forces are not
going to be it. What people decide on
situations of who should win and who
should lose are not going to be the pre-
eminent decision basis anymore. In-
stead it’s going to be politicians and
bureaucrats, a sad day that most
Founding Fathers would never have
thought we would get to.

Another problem with the Senate
bill, the Frank-Dodd bill that HARRY
REID is trying to push through the Sen-
ate right now without a debate and
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without a full discussion and disclosure
of an understanding of the entire bill,
is that the bill will restrict access to
credit for families and small businesses
and ultimately make credit more ex-
pensive and less available.

A recent study points out that the
portion of the bill, the CFPA, Con-
sumer Financial Protection Agency,
something that they want to create as
a brand new agency here in Wash-
ington, as if we don’t have enough
agencies already in Washington, a re-
cent study points out that the CFPA
will increase the cost of interest rates
that consumers pay by at least 160
basis points. What does that mean?
That means if you have a 6 percent
loan that you could have gotten today,
well, once this bill passes, then it will
increase by 160 basis points. That
means your 6 percent loan will now be
7.6 percent.

Also, the study shows it will reduce
consumer borrowing by at least 2.1 per-
cent. Well, that makes sense. Right
now most people, when they’re out
looking for a car loan or they’re look-
ing for a mortgage for the house or a
home equity loan to try to make some
improvements, one of the first things
they do when they sit down with their
banker or when they open up the paper
to see what the availability of interest
rates is, they look to see how much are
those interest rates. And you want to
get the very best interest rates you can
get because every percentage point
higher means less money in your pock-
et at the end of the day and more
money in the banker’s pockets.

Well, this bill, outside studies have
said that when you now start looking
for those car loans, student loans, com-

mercial loans, mortgages for your
house or mortgages for commercial
property, under this bill, because

they’re adding these new impediments
to the access of credit, you will see
your rates of interest go up by 1 point,
1.5 points. That 1.5 points can mean a
lot of money, a lot of money out of
your pocket and mine every time you
take a loan. And think about it, is that
something we really want to do during
this economic morass, these economic
troubles that we find ourselves in right
now?

I have so many small businesses that
come to me right now, owners of small
businesses, some are individuals, that
say I just can’t get credit as it is. I
have a good credit rating, I have a good
credit position, I've been paying all my
bills on time, but when I go out to try
to get a loan, I just can’t get it. And as
it is, the rates that are out there are
not just really where I want to be, but
I can maybe afford them if I can get
those loans.

Well, here we’re going to have the
Senate now try to pass a bill—and we
already passed a version of it in the
House, unfortunately—that will say to
an individual who is already struggling
to get a loan or struggling to pay his
current interest, you know, the next
time you get this loan, the rates were
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here, now they’re going to be 1 point,
1.5 points, even higher; more money
out of your pocket each time just be-
cause we’re creating a new agency in
Washington with no other real effect
except to make the credit availability
less than it is now.

Another huge problem with the bill
that’s before us in the Senate, that al-
ready passed the House and potentially
will come back to the House for an-
other vote if it unfortunately gets out
of the Senate, is that the bill will also
cost jobs; and it will cost the jobs at a
time when the singular focus in this
Congress should be just the opposite.
The one main goal that we should be
able to work on across the aisle in this
House is how to create more jobs all
across this country, all 50 States.

I know the average rate for unem-
ployment in this country is just shy of
10 percent; but, boy, you talk to some
folks in different parts of this country
and you know that the unemployment
rate is a lot higher than that: 10 per-
cent, 20 percent, 30 percent, 40 percent,
50, 60 percent higher in certain portions
of this country than where it is as a na-
tional average. You talk to those peo-
ple where the long-term unemployment
rate is around 15, 16, 17 percent and ask
them, What’s the most important thing
that Congress should be doing right
now? They will honestly answer you,
Get me a job; Help turn the economy
around so unemployment rates start
going down again and so I can start
supporting my family again.

And what are we doing? What I'm
doing is trying to create those jobs.
But what is Congress doing? What is
the Senate doing right now? What is
the Democrat majority doing right
now? Well, they’re trying to pass a bill
over in the Senate that will cost the
creation of jobs just at a time when we
should try making even more.

Remember I mentioned a study ear-
lier saying that if we pass that Senate
bill out of the Senate—today, tomor-
row, this week, next week—I men-
tioned before that if we do so, your
credit costs will go up. That same
study also found the number of jobs
will be impacted in this country as
well. And here’s what they found: the
study found that the CFPA, the Con-
sumer Financial Protection Agency,
which is a provision in that bill over in
the Senate, will actually reduce net
new jobs in the economy by 4.3 percent.
Let me repeat that: if the Senate bill
were to pass and that new CFPA were
to be created, as the President wants it
to be created, you would reduce net
new jobs in the economy by 4.3 percent.
So pass the Senate bill, see the net
number of jobs go down by 4.3 percent.

There’s another provision in the bill
as well, just as an aside—without get-
ting into the weeds, as they say, por-
tions of the bill—it says the derivative
and systemic risk portion of the bill—
that’s a whole other portion separate
from the CFPA, that is a section that
tries to regulate and address the issue
of derivatives. And Republicans, by the
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way, as I mentioned in the earlier por-
tion of this hour, did put in language
to try to address derivatives and make
sure that there is more transparency
and accountability there, but the way
they’re doing it right now over in the
Senate, that section will also likely re-
duce jobs as well, according to outside
experts. And why is that?

Well, it’s hard to get into without
going through a laborious explanation
of derivatives and how they all work
and what have you; but just understand
this, that if you create higher costs for
the end users, if you create higher
costs, whether it’s credits or otherwise,
for people who currently use the mar-
kets as they are currently configured
in an honest, transparent, and open
way, if you require certain businesses
to say, well, instead of taking this
$100,000 that I was going to use to buy
some new equipment, a new truck, new
manufacturing equipment, or instead
of me taking this $1 million I have over
here to build a new plant, to hire new
employees, to create a new manufac-
turing base, I’'m going to have to use
that over here because of all the new
rules and regulations that the Senate
wants to impose on that business.

I'm going to have to put it over here
sort of just sitting in the bank, if you
will, as far as capital because of these
new derivative requirements. If I can’t
use it to buy a new truck, if I can’t use
it to buy new equipment, if I can’t use
it to build a new building, I basically
just have to set it aside as far as mar-
gin or capital requirements, what hap-
pens to job creation in that business?

If he can’t buy the new truck, he’s
not going to hire a new driver to drive
that truck. If he can’t use the money
to buy a new piece of equipment, he’s
not going to be able to hire new people
in the business to run the equipment. If
he can’t use the $1 million, or whatever
it is, to build a new plant to manufac-
ture something, he’s not going to be
able to hire new people that are able to
run that factory and work in the of-
fices in that factory as well or that
business as well because this legisla-
tion will basically shift that money,
job-creation dollars, from that prac-
tical good use for the economy over
here to, well, let’s say not a job-cre-
ating use—another problem of the
overall legislation that the Senate is
trying to pass as we speak.

So at a time when Americans are
pleading with the political leaders to
stop government overreach in the econ-
omy and in their lives, well, this bill
basically, again, doesn’t listen to those
Americans. The Senate bill basically
greatly expands government authority
for government bureaucrats to regulate
now another huge segment of the econ-
omy, including, by the way, non-finan-
cial institutions, things like retail
stores that offer layaway plans, compa-
nies that finance their own sales, and
even manufacturers that ensure
against their risk.

All these areas had absolutely noth-
ing to do with the economic problems
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that the country finds itself in today,
okay, but all of a sudden, because there
is an opportunity out there to grow
government, grow government agen-
cies, create new programs at the ex-
pense of the taxpayers, as the Presi-
dent’s Chief of Staff said—and I para-
phrase him—Don’t let any good crisis
g0 to waste, we’re in a crisis situation,
so instead of dealing with the crisis
area over here, we’re going to start cre-
ating all new agencies over here to reg-
ulate all different aspects of the econ-
omy that were not part of the problem.
That’s exactly what this legislation
that we hear is about to be considered
in the Senate, that Senator REID would
like to pass through without the de-
bate, deliberation, and transparency
that we would like.

So at a time when Americans are
pleading with political leaders to stop
the government overreach, this bill
greatly expands authority for govern-
ment bureaucrats, as I say, to regulate
huge segments of the economy, includ-
ing those non-financial institutions,
such as the stores and the layaway
plans and so on and so forth.

It also allows—and here’s a point—it
also allows government bureaucrats to
take over and actually close a firm.
The government, for the first time
you’re going to be able to say, besides
picking winners and losers, as I pointed
out before, which is a tremendous over-
reach of government authority to say
for a bureaucrat someplace in Wash-
ington or New York or some other
place designated by the Washington bu-
reaucrats to say, well, we think that
your business should win and your
business should lose, besides just pick-
ing winners and losers, the Senate bill
goes even further than that.

It allows government bureaucrats to
take over and close a firm. They can
say for whatever reason—hopefully not
political, but who knows—for whatever
reason these bureaucrats will say, well,
I think that firm over there is one I
think the government agency now
should take over. Isn’t that really too
much power in the hands of the govern-
ment? And doesn’t it open up our econ-
omy to political bullying rather than
the way it should be?

And the way it should be is it should
be that a firm’s success or ultimate
failure should be decided by the free
markets, decided by the people of the
country whether they think this com-
pany is providing the services they like
and this company is not providing.
That’s the way it has been for 200-plus
years—or longer than that, actually—
in this country, and now we’re going to
change all that and allow bureaucrats
to say, you win, you lose, we’re going
to take over you, we’re going to not
take over you; we’re going to provide
you with a bailout at taxpayers’ ex-
pense; you’re going to have to do it on
your own. And you the citizens out
there are going to have to all pay the
price of this.

Those of you who think you have
nothing to do with financial services,
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well, you’re going to see your interest
rates go up. Those of you who are out
there who think that this doesn’t im-
pact you, well, you may not be able to
find a job next year because the net
number of new jobs is not going to in-
crease as it would have. It’s going to
impact upon all of us if we are to pass
this failed bill over in the Senate.

Now, several portions of the bill also
are handouts to—who do you think?
The trial bar. Why is that? Because it
will increase lawsuits. It will benefit
lawyers, but drive up costs for every-
body else. Nothing against lawyers by
any means, trial lawyers as well, but
do we really need another piece of leg-
islation that will just basically in-
crease the number of lawsuits in this
country? Don’t we have enough law-
suits already going on? Do we need to
set up a structure that fundamentally
is done in such a way that most of the
experts looking at it are saying, yes,
the number of lawsuits is going to in-
crease just because there is so much
ambiguity that’s out there?

Also, at a time when you’re seeing a
growing consensus that the Federal Re-
serve should be less powerful, let’s take
a look at the Federal Reserve, and isn’t
there a consensus now. I think we saw
bipartisan support that the amount of
control and authority and power of the
Federal Reserve, I thought there was
growing consensus in this country and
also in this Congress, in this House,
that maybe the Federal Reserve should
be reined in a little—or some were say-
ing a whole lot. That’s not what is hap-
pening over in the Senate.

So at a time when you’re seeing a
growing consensus that the Federal Re-
serve should be given less power, not
more, the Senate bill greatly expands
the Federal regulatory powers. This is
done despite the fact the board has a
proven track record of failing to iden-
tify systemic risks before they actually
occur in its overeagerness to pay tax-
payers money at risk while conducting
fiscal policy without accountability. It
has an overeagerness to put taxpayers’
money at risk while conducting fiscal
policy without any accountability.

And any time we try to get that ac-
countability, I should add just as a side
note, what do we get? We get pushback
from the Federal Reserve. Pushback,
whether it’s a Republican idea;
pushback, whether it’s a Democrat idea
to try to put in some additional levels
of accountability and transparency.
And so despite that, the Senate bill is
going to say we’re going to give them
even more and greater power and con-
trol.

Given the extraordinary government
interventions into private firms we’ve
already seen with the trampling of the
rule of law in order to benefit political
favorites in the auto industry, for in-
stance, I'm very uncomfortable with
any of these new sweeping powers. The
auto industry, I guess, is a clear exam-
ple of that. It goes back to what I was
saying before: Federal Government, bu-
reaucrats saying this company wins,

CONGRESSIONAL RECORD —HOUSE

this company loses, and we’re going to
use the taxpayers’ money to prop them
up and keep them going.

Let me just go back for one little
point I raised before—I didn’t want to
go into the weeds too much on it—and
that was the derivatives portion of the
bill. Derivatives, I’ve heard them de-
scribed in a number of different ways,
insurance policies or such, but without
going into the details on how they ac-
tually operate, remember this about
derivatives, I guess, to take away from
my remarks on derivatives: none of the
experts that came before the com-
mittee—those who use them, those who
didn’t use them, those who are in-
volved with them, those who are not
involved with them, academics and the
like—there was no one who said that
the problems that we find ourselves in
today were because of the structure or
the makeup of derivatives themselves.
No. I think most of the experts who
came to us said it was the fact that you
had trading in derivatives without ade-
quate transparency and capital there
in certain circumstances, like in the
AIG situation.
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And then similarly, with the AIG sit-
uation you had a situation where the
regulators who were charged with
knowing what they are doing, having
the authority to do so, failed to live up
to their obligation to monitor the very
entities that they are supposed to be
giving oversight to. Isn’t it a little bit
ironic that we see now in the Senate
that those very same failed regulators
are going to get even bigger and broad-
er powers.

In any event, on the derivative por-
tion of the bill, what does the Senate
bill do? Well, it sets up a really, I don’t
know what is a good word for it—I
guess a technical word would be clum-
sy—it sets up a clumsy new two-tiered
SEC-CFTC regulatory regime over all
derivative users. And that is really a
huge portion of the economy.

You know, the average person says,
“I don’t use derivatives.” And the aver-
age small business might say, I don’t
use derivatives.”” But that small busi-
ness begins to look one step behind its
daily activities, it may find that the
source of its credit does in fact use de-
rivatives. That industry that has a par-
ticular product that they manufacture,
what have you, maybe people in the
company that work there don’t recog-
nize it, but you talk to the CFO, chief
financial officer or otherwise, you will
find out that they actually do use de-
rivatives to protect themselves, just
like other companies use risk manage-
ment as mechanisms to protect other
portions of their business. So they are
used. They are a huge portion of the
economy.

And here we have a Senate bill now
saying we are going to fool around with
this and set up this new two-tiered SEC
and CFTC regulatory regime over all
the derivative users. And in a way it
goes back to my earlier point that it
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will probably be ripe for litigation and
also confusion to say the least.

In all this, there will be some new
truly heavy-handed government man-
dates that are likely to have major un-
intended consequences that could real-
1y make it more difficult for companies
to hedge their risks. That’s why I say a
lot of businesses may not recognize
how it impacts upon them. Maybe it is
not the company themselves, it is
other companies that they deal with,
that they have to deal with. If they
can’t hedge their risks properly, they
will find themselves at odds with being
able to prosper and do as well next year
as they have in the past.

So when the Senate bill tries to do
this, what it’s really doing is adding
huge new costs to risk management.
What will that do? That will needlessly
tie up companies’ moneys that could
otherwise be used to create jobs. It
goes back to that little analogy I had
before saying that if you have a com-
pany that says we have X number of
dollars in the bank that we are intend-
ing to use for new expansion, produc-
tion, or growth, now that money may
be unfortunately tied up over here
through all the new regulation and
otherwise, and capital margin require-
ments and the like. And if they can’t
have it over here to grow the company,
prosper the company, and create new
jobs and the like, and new benefits for
their employees because it’s now tied
up, who hurts? Who pays the price? It
is the employees, it is the economy, it
is the community that that business
finds itself in.

Now, to all that truly terrible legis-
lation that we see sitting in the Senate
that Senator REID is trying to push
through without a true committee
process where we could really get into
the weeds and find out what is in those
1,300-plus pages and try to understand
all the consequences, intended and oth-
erwise, the Republicans do have a com-
prehensive substitute. It has received
unanimous support from the party and
those here who have worked on it, and
also significant support from those
players, both involved with the discus-
sion, academics and otherwise.

And it is really also the only truly
bipartisan plan that’s out there. Be-
cause whether you are a Republican or
Democrat, I think most in this country
agree on one theme: No more bailouts.
So it’s bipartisan in the theme, it’s bi-
partisan in the merits, it’s bipartisan
in the actual language. Its central
theme, as I say, is no more bailouts.
And our plan depends on an expedited
bankruptcy rather than a government-
run bailout fund.

Let me give you one, two, three, four
points that are in it. It provides com-
prehensive transparency and account-
ability among the major traders in the
derivative markets without setting up
that Byzantine new regulatory regime
that I just mentioned a minute ago. It
allows for real consumer protection,
important, without a bureaucracy that
separates consumer protection from
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what we call prudential regulation,
safety and soundness like we saw with
Fannie and Freddie.

I will digress there for 30 seconds.
That simply means that you are not
going to say that there is somebody
sitting over here looking over an insti-
tution saying, well, I think you should
do this in order to be safe and sound
and prudentially run, and you are
going to have somebody over here in a
totally different silo, a different agen-
cy, who is going to be saying, well, 1
think you should have a consumer
product that works this way or works
that way. And if they are working at
cross-purposes, which one prevails?
Well, at the end of the day, the con-
sumer is the one that hurts.

Additionally, third point, the Repub-
lican plan reins in the Fed instead of
giving it vast new powers. It goes to
that point I raised before. The Demo-
crat majority plan in the House and
the Senate says, ‘“‘Hey, Fed, you've
been doing such a wonderful job with
monetary policy, you’ve been doing
such a wonderful job with regulation of
the institutions under you, you’ve done
such a wonderful job, Federal Reserve,
with being able to see the calamities
down the road.” I say of course that all
tongue in cheek. They say, ‘“Well,
we’re going to make you even larger
and more expansive and grow in
power.”’

Well, not for the Republicans, not for
most Americans. Most Americans want
us to rein in the Fed. And that is what
the Republican bill will do, by giving it
less powers than it has right now.

Fourthly, the Republican plan re-
sponsibly deals with Fannie and
Freddie, one of the biggest culprits in
the entire process. Believe it or not,
the Senate bill, the Dodd-Frank-Obama
bill, does absolutely nothing with re-
gard to Fannie and Freddie and the
GSEs. Think about this little number
right now. You hear about all the
money that was spent over the last
year or so out of taxpayer pockets,
whether it goes to the Wall Street bail-
outs, whether it goes to the auto indus-
try, whether it goes to AIG or Bear
Stearns and you just name it, all those
billions and billions of dollars went out
the door. You know which bailout real-
ly trumps even all those combined? It
would be the GSEs, Fannie Mae and
Freddie Mac, where, as I mentioned I
think earlier this evening, the number
is close to $400 billion already pro-
jected to cost the taxpayer over the
next 10 years. And the President’s plan,
the Dodd-Frank plan, is silent on try-
ing to do anything about that.

Not only are they silent about doing
anything about that, it’s silent as to
putting any limits to it. Right now
there is no limit to the amount of
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money that can come out of your pock-
et and my pocket to bail out these in-
stitutions. Something should have been
included in there. They did not.

Remember, finally, it was largely
government that got us into this situa-
tion we find ourselves in in the first
place. It was the implosion of Fannie
and Freddie that created so many of
the other problems that we see across
the economic spectrum as we see it
today. It was also the easy money pol-
icy of the Fed and the errors that were
made over time there. It was the mis-
placed incentives and downright re-
quirements in the housing finance sec-
tor that basically encouraged or forced
firms to 1lend to borrowers that
shouldn’t have been buying a home in
the first place. It was government reg-
ulators that didn’t do their job whom
the Democrats would like to further
empower and provide a false sense of
security and hamper the free markets.

It was all those problems that
brought us to the situation that we
find ourselves in today. None of those
problems are addressed either at all or
in a correct manner in the legislation
that we see in the Senate right now.

Now is the time that we have an op-
portunity to do right for the American
public. Now is the time we have an op-
portunity to do right for the economy.
Now is the time we have an oppor-
tunity to create new jobs and new ex-
pansions in the economy, to make the
economy of tomorrow better for busi-
nesses, for small community banks, for
small communities across this country,
for families as well. But we can only do
that if we work in a truly bipartisan
manner to go through the process and
begin the discussions on what the root
causes of these problems were and to
come up with a no-bailout philosophy
and approach to this that addresses the
GSEs—Fannie Mae and Freddie Mac—
that reins in the excessive powers of
the Federal Reserve, and addresses the
other concerns of job creation and the
other concerns of regulation that I
have addressed already this evening. If
we do that, then we will be successful
for this generation and generations to
come.

I look forward to actually being able
to get to that point in time. I look for-
ward to hearing from the other side of
the aisle and hearing from the Senate
that the bill they are pushing right
now, the Dodd-Frank-Obama bill, is
being pulled and they are no longer
going to force the votes, but instead
they are willing to open up a true and
honest dialogue to get the job done.
When that time comes, I will be willing
to work with them to accomplish that.

With that, Mr. Speaker, I yield back
the balance of my time.
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SPECIAL ORDERS GRANTED

By unanimous consent, permission to
address the House, following the legis-
lative program and any special orders
heretofore entered, was granted to:

(The following Members (at the re-
quest of Mr. TOWNS) to revise and ex-
tend their remarks and include extra-
neous material:)

Mr. Towns, for 5 minutes, today.
Ms. WOOLSEY, for 5 minutes, today.

Mr. DAVIS of Illinois, for 5 minutes,
today.

Ms. KAPTUR, for 56 minutes, today.
Mr. DEFAZIO, for 5 minutes, today.

(The following Members (at the re-
quest of Mr. POE of Texas) to revise and
extend their remarks and include ex-
traneous material:)

Mr. POE of Texas, for 5 minutes, May
4.

Mr. JONES, for 5 minutes, May 4.

Mr. LINCOLN DIAZ-BALART of Florida,
for 5 minutes, today.

Mr. BILBRAY, for 5 minutes, today.

Mr. MORAN of Kansas, for 5 minutes,
May 4.

———

SENATE ENROLLED BILL SIGNED

The Speaker announced her signa-
ture to an enrolled bill of the Senate of
the following title:

S. 3253. An act to provide for an additional
temporary extension of programs under the
Small Business Act and the Small Business
Investment Act of 1958, and for other pur-
poses.

———

BILL PRESENTED TO THE
PRESIDENT

Lorraine C. Miller, Clerk of the
House, reports that on April 26, 2010,
she presented to the President of the
United States, for his approval, the fol-
lowing bill.

H.R. 4360. To designate the Department of
Veterans Affairs blind rehabilitation center
in Long Beach, California, as the Major
Charles Robert Soltes, Jr., O.D. Department
of Veterans Affairs Blind Rehabilitation
Center.

———————

ADJOURNMENT

Mr. GARRETT of New Jersey. Mr.
Speaker, I move that the House do now
adjourn.

The motion was agreed to; accord-
ingly (at 7 o’clock and 10 minutes
p.m.), the House adjourned until to-
morrow, Wednesday, April 28, 2010, at
10 a.m.
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