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now. Now we must determine whether 
someone who is a member of the Presi-
dent’s administration will be an inde-
pendent and impartial jurist on the Na-
tion’s highest Court. 

The American people also want a 
nominee with the requisite legal expe-
rience. They instinctively know a life-
time position on the Supreme Court 
does not lend itself to on-the-job train-
ing. Of course, one does not need to 
have prior experience as a judge before 
being appointed to the country’s high-
est Court, but it strikes me that if a 
nominee does not have traditional ex-
perience, they should have substantial 
litigation experience. Ms. Kagan has 
neither, unlike Justice Rehnquist, for 
instance, who was in private practice 
for 16 years prior to his appointment as 
Assistant Attorney General for the Of-
fice of Legal Counsel, a job he had at 
the time of his appointment to the Su-
preme Court. 

But exploring these questions is pre-
cisely what the nominations process is 
all about. Starting today, both parties 
will begin the process of carefully re-
viewing Ms. Kagan’s brief litigation ex-
perience as well as her judgment and 
her career in academia, both as a pro-
fessor and as an administrator. Ful-
filling our duty to advise and consent 
on a nomination of this office requires 
a thorough process, not a rush to judg-
ment. Senate Republicans will have 
vigorous debate on the importance of 
equal justice under law. This principle 
lies at the very heart of our judicial 
system. We will diligently review Ms. 
Kagan’s record to ensure that she 
shares this principle and that she pos-
sesses the requisite experience to serve 
on the Supreme Court. 

Mr. President, I yield the floor. 

f 

RECOGNITION OF THE ACTING 
MAJORITY LEADER 

The ACTING PRESIDENT pro tem-
pore. The Senator from Illinois is rec-
ognized. 

f 

SCHEDULE 

Mr. DURBIN. Mr. President, today 
the Senate will resume consideration 
of the Wall Street reform legislation. 
There will be no rollcall votes today. 
Senators should expect votes in rela-
tion to amendments tomorrow morn-
ing. 

The ACTING PRESIDENT pro tem-
pore. The Senator from Oregon. 

Mr. MERKLEY. Mr. President, I ask 
unanimous consent to speak as in 
morning business. 

The ACTING PRESIDENT pro tem-
pore. We are in morning business. 

f 

NATIONAL NURSES WEEK 

Mr. MERKLEY. Mr. President, in 
honor of National Nurses Week, I wish 
to recognize the more than 3 million 
nurses who work hard day-in and day- 
out to give patients the care they de-

serve. Because my wife Mary is a 
nurse, I have seen firsthand what an 
enormous impact nurses have on both 
patients and families. Their compas-
sion and devotion to their patients give 
families the peace of mind that their 
loved ones are in good hands. They also 
play an irreplaceable role in making 
sure our hospitals and clinics run 
smoothly. Unfortunately, many nurses 
are overworked, underpaid, and our 
hospitals and clinics have trouble re-
taining them. 

Through the Health Care Reform Act 
Congress passed earlier this year, we 
made significant strides in addressing 
many of the challenges nurses face. We 
expanded the nursing student loan pro-
gram to help make nursing programs 
more affordable. We also expanded the 
nursing loan repayment program and 
scholarship programs to students who 
commit to working at an accredited 
nursing school for 2 years. This will 
help ensure our nursing schools have 
the teachers they need to train addi-
tional nurses. We invested $1.5 billion 
over 5 years in the National Health 
Service Corps scholarship and loan re-
payment program for primary care pro-
viders, including nurses who practice 
in underserved areas. In addition, we 
included $50 million in grants for 
nurse-managed health clinics that offer 
primary care and wellness services to 
low-income and uninsured Americans. 

While we made good progress easing 
many of the difficulties nurses face, 
much more still needs to be done. 
Nurses play such a crucial role in the 
delivery of care. We need to provide 
them with the resources they need to 
do their jobs. 

The nursing shortage also remains a 
serious issue, especially in hard-hit 
rural areas. To find commonsense solu-
tions to the problems nurses face, I 
formed the Senate Nursing Caucus 
with Senator JOHANNS, Senator MIKUL-
SKI, and Senator SNOWE. I urge all of 
my colleagues to join the caucus to 
help strengthen the nursing profession 
and advance the goals of the nursing 
community. Together, we will explore 
ways we can enhance the role nurses 
play in our health care system and ad-
dress the nationwide nursing shortage. 

I ask my colleagues and my fellow 
Americans to take a moment during 
National Nurses Week to show your ap-
preciation to nurses across the country 
for their hard work, commitment, and 
dedication to their patients. Their 
dedication is invaluable to the success 
of our health care system and, most of 
all, to the patients who depend on 
them. 

Thank you, Mr. President. 
The ACTING PRESIDENT pro tem-

pore. The Senator from Illinois. 
Mr. DURBIN. Mr. President, I wish to 

join my colleague from the State of Or-
egon in speaking on behalf of nurses 
across America. 

We know that with the baby boom 
generation, we are going to need more 
nurses than ever, and with these 
nurses, we will have the professional 

medical care we need across this Na-
tion, but we better get busy. We are 
falling behind. We don’t graduate 
enough nurses now to take care of the 
anticipated needs, and we have to 
change that. 

Sadly, in many instances we have 
been poaching nursing talent from 
other poor nations around the world. 
Filipino nurses in Chicago play a major 
role at many hospitals, particularly 
inner-city hospitals, and nurses from 
other parts of the world. Many times, 
the Philippines, for example, generates 
more medical professionals and expects 
they will serve overseas, but some 
places in Africa lose their best medical 
professionals to higher and more pre-
dictable pay in places such as the 
United States, England, France, and 
Germany. So we have to reach a point 
where we are graduating more nursing 
students each year. Last year in Illi-
nois, 2,000 qualified nursing applicants 
were turned down because we didn’t 
have the capacity in our nursing 
schools. 

We don’t have enough nursing fac-
ulty, enough clinical opportunities. We 
need to really focus on that. So in addi-
tion to lauding the nursing profes-
sion—I certainly echo my colleague in 
that regard—we also need to think 
ahead to make sure we have more 
nurses when we need them, and that 
day is going to be fast upon us. So I 
thank the Senator from Oregon for his 
words. 

FINANCIAL REGULATORY REFORM 
Mr. DURBIN. Mr. President, for those 

who are here following the Senate 
today, as announced earlier, we are re-
suming consideration of this bill, and, 
of course, it is the Wall Street reform 
bill, the Financial Stability Act. It is 
over 1,400 pages long. 

The Senator from Virginia who is 
presiding over the Senate now is a 
member of the Senate Banking Com-
mittee. Senator MARK WARNER has 
worked on this bill, and large sections 
of it are his handiwork in an effort to 
try to deal with changes on Wall Street 
which will protect our economy and 
make certain we don’t relive some of 
the horror stories we have seen over 
the last several years, and we all know 
those stories pretty well. 

There was a time not that long ago— 
about a year and a half ago—when, 
under the previous President, I was 
brought into a meeting just a few steps 
away from the Senate floor with the 
chairman of the Federal Reserve, Ben 
Bernanke, and the Secretary of the 
Treasury, Henry Paulson. They basi-
cally sat down in the first meeting and 
said: We wanted to let you know the 
largest insurance company in the 
world, AIG, is about to go broke. When 
it goes broke, it is going to bring down 
so many companies and corporations 
with it that it can literally crater the 
American economy. At that point, 
Chairman Bernanke said: So the Fed-
eral Reserve is giving $85 billion to AIG 
Corporation. 

There was a moment of silence in the 
room, and finally someone in the 
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room—I don’t remember who it was— 
had the nerve to ask: Where did you 
get $85 billion at the Federal Reserve? 

Chairman Bernanke said something 
like: Oh, we have our resources. 

Someone asked: Where did you get 
the authority to give it to a private 
company? 

They said: Well, there was a law 
passed during the Great Depression 
which said that if it looks as if the 
economy is going to crater, the Federal 
Reserve can step in. 

So an obscure law that was over 75 
years old and a fund of money most 
Members of Congress had never seen— 
since they are a separate agency and 
don’t go through our appropriations 
process—ended up propping up a com-
pany. And it didn’t cost $85 billion; I 
think when it was over it was $180 bil-
lion or somewhere in that range. The 
reason, of course, we couldn’t let that 
company go down was they had lit-
erally insured contracts and corpora-
tions all around America, that there 
would be no default. They insured more 
contracts than they had a reserve to 
cover. As the contracts started to fail, 
they didn’t have the reserves to back 
up their promise of insurance. 

That was the first meeting. Only a 
few days later, they asked us to meet 
again, and I thought, this ought to be 
equally interesting, and it was. They 
brought us to a meeting, and Secretary 
Paulson, the Secretary of the Treas-
ury, said: Now we are seeing, with the 
failure of Lehman Brothers and other 
companies, the potential that many 
large financial institutions in America 
are also going to fail. Then Secretary 
Paulson said: So we need a fund of 
money immediately, by Friday—and 
this was a Tuesday meeting—we need a 
fund by Friday of $800 billion to buy 
the so-called toxic assets, TARP funds, 
toxic assets relief program. 

Again, there was a stunned silence in 
the room because even those of us in 
Washington who deal with millions and 
billions on a regular basis were stunned 
to get a request for $800 billion in a 
matter of days. 

So the first question that was asked 
was: Who is going to prepare the legis-
lation that actually asks for the 
money? 

They looked around, and no one had 
kind of thought of that detail, and we 
said: We think the White House should. 
President Bush’s White House, with 
Secretary Paulson, prepared a bill and 
sent it to us. The bill was exactly three 
pages long asking for $800 billion. Nat-
urally, many of us thought that was 
not adequate. We needed to put provi-
sions in there about how the money 
would be spent, the supervisory author-
ity in Congress, and so forth. 

Eventually, it was passed on a bipar-
tisan rollcall. People like myself who 
voted for it did it out of a feeling of 
desperation. What else could we do? If 
we were being told by the financial 
leaders of our government that our 
economy was about to fail—we had 
seen it already in the stock market 

going down in value, and we knew peo-
ple were losing their jobs and busi-
nesses were failing—we felt this was 
the only way to try to stop this ter-
rible crisis from becoming much worse. 

Well, the toxic assets relief program 
ended up sending billions of dollars to 
these struggling financial institutions. 
They were struggling because they 
made bad judgments. They bought, cre-
ated, and sold securities, derivatives, 
and interest which were, in fact, toxic. 
They were based on a mortgage market 
and the premises of that market which 
turned out to be totally wrong. They 
had made bad business decisions. Their 
companies were about to fail. 

The Federal Government—make that 
the taxpayers of this country—was ex-
pected to step in and save them, which 
we did. To show their gratitude for this 
act of mercy—rescuing them from their 
own bad works—they declared bonuses 
for one another. They gave one another 
bonus checks after the Federal tax-
payers bailed them out. Is it any won-
der people across this country have a 
bad taste in their mouth about Wall 
Street, about the TARP program, 
about the bonuses? Is it any wonder we 
are here this week considering a bill to 
make sure we never relive this finan-
cial crisis? It is overdue—long overdue. 

We know what this crisis cost us in 
real human terms. The estimates are 
that it took $17 trillion out of the 
American economy—$17 trillion in 
value—and it hit almost everybody. 
Anybody with a savings account, a re-
tirement account knows what I am 
talking about. The value of the ac-
count went down 20, 30, 40 percent or 
more. So your net worth, your nest 
egg, your retirement plan was dimin-
ished because of this recession. 

In addition to that, 8 million people 
are currently unemployed across Amer-
ica, having lost their jobs by this reces-
sion, and another 6 million have been 
unemployed long term and are not try-
ing as hard as they once did. Even 
though those numbers are getting bet-
ter—in fact, last week there was a good 
report—we know it is still serious. 
There are still too many people out of 
work because of this recession. 

When we tried to bring this bill to 
the floor 2 weeks ago, we had a tough 
time. We had three votes Monday, 
Tuesday, and Wednesday, 2 weeks ago, 
and they were filibustered from the Re-
publican side of the aisle. They refused 
to let us bring the bill to the floor. 

While the filibuster votes were going 
on on the floor of the Senate, though, 
on another stage on Capitol Hill, the 
Permanent Subcommittee on Inves-
tigations of the Homeland Security 
Committee, chaired by Senator CARL 
LEVIN of Michigan, was holding a his-
toric hearing and bringing in the top 
leaders of Goldman Sachs, including its 
CEO, asking them about their practices 
that had led to financial difficulties at 
that company and were being ques-
tioned now even in a lawsuit that has 
been brought by our government 
against that company. 

That display and that testimony was 
happening at the same time the Repub-
lican filibuster to stop this reform bill 
was going on here on the floor. Finally, 
several Republican Senators spoke up 
to their leadership and said: That is it. 
We want to engage in this debate. We 
want to get it started. We want to do it 
in a prompt way. 

The filibuster finally broke and we 
started, nominally, the debate last 
week. You could count, I think, on one 
hand all the amendments we consid-
ered in that week. We could have done 
much better. We wasted a lot of time. 
There are important policy consider-
ations that have to be asked and an-
swered by votes on the Senate floor— 
some from the Republican side, valid 
questions, and some from our side. 
What we are looking for—and I think 
the American people are looking for— 
is for the Senate to be the Senate, not 
just a dead end for debate, to deliberate 
these issues and cast a vote and move 
forward. 

There was an amendment—of great 
moment—offered by Senator SHERROD 
BROWN of Ohio and Senator TED KAUF-
MAN of Delaware as to whether we 
should limit the size of financial insti-
tutions. They had a very catchy 
mantra, which was: Too big to fail 
means too big. They would limit the 
size of financial institutions so you 
could not have these big giants domi-
nating the scene. There would be more 
competition and more financial insti-
tutions involved in our economy’s busi-
ness. That amendment failed. It got 31 
votes. I was 1 of the 31 who voted for it. 
I was disappointed, but let’s be honest, 
that amendment had its day in court, 
on the floor of the Senate. We debated 
it and a vote was taken. 

Now we are moving on to other 
amendments. Senator SANDERS of 
Vermont will offer an amendment, 
probably tomorrow, as to whether 
there should be an audit of the activi-
ties of the Federal Reserve. This is a 
big amendment and one that is some-
what controversial, but I think we 
have reached a point where Senator 
SANDERS is likely to prevail. He came 
up with a bold idea, and now I think we 
are going to move toward that idea. 
The Senate is doing what it is supposed 
to do. There are other things we need 
to take up as well. 

Senator MCCAIN will offer an amend-
ment about the future of Fannie Mae 
and Freddie Mac, which are two gov-
ernment-type entities that literally 
back up the mortgages for most of the 
homes across America. They are in 
trouble because so many homes across 
America are going underwater; that is, 
the value of the home is lower than the 
mortgage balance. If that affects one of 
the homeowners across the country, 
you can understand that these agencies 
are going to be in trouble financially. 
What are we going to do about it? If we 
eliminate the agencies, the housing 
market will collapse without this gov-
ernment guarantee. But if there is 
going to be a government guarantee, 
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how much will the taxpayers be on the 
line for? It is an important policy 
issue. 

I am glad we are moving into that de-
bate. I wish to offer an amendment on 
credit cards. Two years ago, we debated 
credit card reform. At the time, we 
passed a historic bill that changed 
some of the rules and gave consumers 
across America more rights and disclo-
sure when it came to the use of credit 
cards. If there was one mistake made 
in that credit reform, it was the argu-
ment between the large banks and 
credit card companies that they could 
not implement the changes, unless 
they were given a long lead time before 
it occurred. They were given that lead 
time in the bill, and they have used 
that lead time consistently to raise in-
terest rates on credit cards across 
America. It was a mistake. We should 
not have given them that much time. 
We should have anticipated they would 
have done the wrong thing during that 
period of time. 

There is another aspect of credit 
cards I would like to discuss, which I 
will offer an amendment on, which is 
the interchange fee. If I reach in my 
wallet and pull out my credit card at a 
restaurant in Chicago and use it to 
pay, I am going to be billed for the cost 
of that dinner on my monthly bill, and 
I have to deal with the credit card com-
pany about how much interest I would 
pay on the balance I owe, for example. 
However, there is another part of the 
transaction that takes place between 
the restaurant and the credit card com-
pany. If I use a credit card, then the 
restaurant is going to pay to the credit 
card company some percentage of the 
bill for my dinner. It turns out this so- 
called interchange fee between the re-
tail establishment and the credit card 
companies has become a serious prob-
lem. 

Let me give you an illustration. I go 
to the same restaurant and instead of 
using a credit card, I pay by check. It 
used to be done a lot but not much 
anymore. The restaurant takes your 
check to their bank and their bank 
calls your bank, transfers the funds in, 
and no fee is involved. However, if you 
use a debit card, which would take the 
money directly out of my checking ac-
count, the same as with my check, it 
turns out the interchange fee is ap-
plied. So many restaurants and retail 
establishments are saying: Why is it 
with a check the bank gets no extra 
money and with a debit card the credit 
card company gets money. What is 
that all about? Should it be the same 
fee as a credit card? 

These are legitimate questions that 
aren’t a minor issue. They turn out to 
be a major issue. I had the CEO of 
Walgreens contact me last week. He 
told me that when they look at the ex-
penses of this national chain of drug-
stores, the No. 1 expense is compensa-
tion of employees, personnel costs; No. 
2, mortgage and rent payments; No. 3, 
health insurance; No. 4, interchange 
fees. It turns out the fees Walgreens 

pays to credit card companies is the 
fourth largest item of cost for their 
business. 

Imagine that instead of being 
Walgreens, a national chain of drug-
stores, you are a small town store. 
Let’s think it through. How many 
times have you gone to the cash reg-
ister and stood behind as somebody 
handed them a credit card or a debit 
card for a pack of chewing gum or 
something even smaller? I saw it at Na-
tional Airport. After the person left, I 
said to the person at the cash register: 
What is the smallest amount anybody 
has ever put on a credit card here? He 
said it was 35 cents. 

When you look at the interchange 
fees, it turns out that the retailer loses 
money on that sale. Most of these in-
volve a flat fee that is certainly more 
than the profit they are going to make 
on a 35-cent or even a $5 sale and a per-
centage of the actual item that is 
charged to the credit card. I would say, 
when you look at this circumstance, 
you can understand why some smaller 
businesses want to say there will be a 
minimum amount you can charge—not 
35 cents but obviously something where 
they are not losing money. They will 
lose money if somebody uses a credit 
card under the current interchange 
fees. 

The major card companies cur-
rently—Visa and MasterCard—prohibit 
companies that accept their credit 
cards from establishing a minimum 
amount that can be charged. They are 
going to make money, and they are not 
going to give the retail establishments 
that kind of opportunity. 

Of course, they also prohibit that 
company—that small retailer—from 
saying: I get a better deal on the inter-
change fee from Visa than MasterCard, 
so I will favor Visa. They used to say: 
If you go to the Olympics, so and so is 
the official credit card of—they can say 
that, but the retailer cannot say that. 
If you own a restaurant and say: I pre-
fer this credit card or that credit card, 
you violate the agreements of the cred-
it card companies. 

With this amendment, we are trying 
to establish that the fees charged to re-
tailers for debit card usage at their es-
tablishments will be reasonable and 
proportional. It will be monitored by 
the Federal Reserve, which has that re-
sponsibility when it comes to credit 
card charges for consumers. So there is 
some parallel thinking here. The Fed-
eral Reserve will look at both sides— 
the retail establishment as well as the 
retail customer—in terms of the rea-
sonable fees that can be charged by 
credit card companies. 

Secondly, we eliminate the prohibi-
tion against what I consider to be com-
petitive practices, where you would say 
you cannot use a credit card or a debit 
card at my establishment if your bill is 
less than $5 or something of that na-
ture. That is currently prohibited, but 
it would not be under my amendment. 
This amendment has the support of 
some of the largest retailers and small 

businesses in America. Thousands have 
come to me and said: Please give us a 
fighting chance with the credit card 
companies. They are killing us. I can-
not tell you how many speeches have 
been made on the floor of the Senate— 
on both sides of the aisle—about small 
businesses. We believe—I think both 
parties believe—if we are going to 
come out of this recession, it will be 
because of the strength and recovery of 
small business. This amendment is the 
No. 1 priority of small businesses 
across America. I wish to bring this 
amendment to the floor for a debate 
and a vote. 

My colleagues can decide, do they 
want to come down on the side of retail 
establishments and small business or 
on the side of the credit card compa-
nies? Some will say: Wait a minute, 
what about community banks, the 
small banks that issue credit cards 
too? We specifically exempt them when 
it comes to this question of debit cards. 
If your establishment has less than $1 
billion in assets—your bank—you will 
not be subject to this regulation. We 
are going after the largest banks that 
make the largest amount of money out 
of this, not the smalltown banks with 
local credit cards. We are trying to 
make this focused and fair and help 
small businesses. 

On Friday, I went to a press con-
ference at a supermarket in downtown 
Chicago. Potash Brothers have been 
around for decades, and it is a great 
success story of a family that came and 
opened a store. They have two or three 
and they are well liked and respected. 
They came and testified at this press 
conference about what they are going 
through, the struggle they have to 
make it as a small business in down-
town Chicago—a supermarket that has 
to pay these high fees to the credit 
card companies. All they are asking is 
that the fees be fair. 

We know that with the use of a credit 
card, the credit card company runs a 
risk that you would not pay off the bal-
ance. With the debit card, it comes out 
of your checking account or it doesn’t. 
There is not a big risk factor involved. 

Many people don’t realize the size of 
this credit and debit card involvement 
in today’s economy. Those cards are 
rapidly replacing cash and checks. 
There are over 1 billion credit and 
debit cards in the United States. In a 
nation of 300 million, that is more than 
three cards per person in the United 
States. Last year, Americans con-
ducted $1.7 trillion in transactions on 
credit cards and $1.6 trillion on debit 
cards. 

Credit cards and debit cards are now 
used in more than half of all retail 
sales in America, and the number is 
growing. Yet while paying with plastic 
may be a convenience for some, it 
turns out to be a real problem for small 
businesses. That is why this amend-
ment is so important—to give small 
businesses a fighting chance. Indi-
vidual businesses have no chance 
against the giants. Visa and 
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MasterCard control about 80 percent of 
all the credit and debit cards in the 
United States. About $50 billion in 
interchange fees were collected in 2008, 
and about 80 percent of that money 
went to 10 big banks—the ones we 
think should be the subject of this re-
quirement that the fees be reasonable 
and proportional, based on the amount 
of work that is being done. 

It is no surprise these 10 banks hate 
the Durbin amendment like the Devil 
hates holy water. They cannot wait to 
see it defeated on the floor. I wish to 
debate it on the floor on behalf of re-
tailers and small businesses across 
America, and I would like my col-
leagues to have a chance to join me in 
this effort. I don’t think it is unreason-
able. The big banks will try to stop 
this amendment from coming to the 
floor, but I will fight for it, and we are 
going to put people on record on how 
they want to vote on this issue. This 
will be the first time interchange fees 
will be taken up, to my knowledge, in 
the history of the Congress. It is about 
time. It is a major part of our econ-
omy. I think a fair and reasonable fee 
for the use of credit and debit cards is 
something we should stand behind and 
unreasonable charges should be basi-
cally prohibited based on the regula-
tion of the Federal Reserve. 

I will be offering that amendment 
this week. Those who want to cospon-
sor it are welcome to. 

I suggest the absence of a quorum. 
The ACTING PRESIDENT pro tem-

pore. The clerk will call the roll. 
The legislative clerk proceeded to 

call the roll. 
Mr. SESSIONS. Mr. President, I ask 

unanimous consent that the order for 
the quorum call be rescinded. 

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered. 

f 

FINANCIAL REGULATORY REFORM 

Mr. SESSIONS. Mr. President, I wish 
to make a few remarks about the fi-
nancial regulation bill, the Restoring 
American Financial Stability Act. Cer-
tainly, we need to take some steps to 
deal with the catastrophe we have gone 
through—the damage and destruction, 
and the financial mismanagement that 
has been wreaked on us and from which 
people are still suffering today. 

This crisis exploded in the fall of 
2007. It was centered in the housing 
market and home loans. The question 
people ask and should ask is: How did 
it happen? Did Congress know about it? 
Why didn’t Congress do something 
about it? 

There is a false myth out there— 
many have heard it—that somehow 
this crisis was a product of Ronald 
Reagan and his disciple George Bush 
because they did not believe in regula-
tions, they opposed regulations, de-
regulation is what caused this and 
more regulations would have prevented 
it. And so to the rescue, this myth 
says, come Democratic colleagues and 

President Obama with more new regu-
lations that are going to fix the prob-
lem. 

I believe good regulations can be 
helpful. Anybody who has lived in the 
world and been in businesses and gov-
ernments knows there are bad regula-
tions that drive people crazy every day, 
that drive up the cost of products, that 
costs jobs in America, and that should 
not be on the books. The question is: 
How do we have a good regulation or a 
bad regulation? 

Let me focus for a second on a crit-
ical component of the fundamental 
problem, which was the housing mar-
ket, and how our government-spon-
sored entities, Fannie Mae and Freddie 
Mac, came to be responsible for half of 
the housing loans in America—50 per-
cent of the housing market. How did 
they get involved in that, and how was 
this the big factor in the economic de-
struction we suffer? 

Fannie Mae, Freddie Mac, the Fed-
eral Housing Administration, and the 
Veterans Administration backed 96.5 
percent of home loans in the first quar-
ter of 2010. It used to be you went to 
your bank and they loaned you the 
money. If they did not think you were 
creditworthy, you did not get the 
money. Some people would complain, 
but a lot of times people were saved 
from very unwise decisions because 
their banker correctly intuited they 
were not going to be able to make 
these payments, there was too much 
risk because they had a better perspec-
tive on who could be successful in pay-
ing off the loans. 

Before Freddie and Fannie collapsed 
in 2008, they owned or guaranteed $5.2 
trillion in mortgages and mortgage- 
backed securities, almost half of their 
$12 trillion market. Prior to that, 
Freddie and Fannie were leveraged at 
twice the rate at Bear Stearns which 
failed. In other words, they had half 
the real capital for the loans they 
made, as did Bear Stearns, which 
failed. 

Because of this improvident policy, 
Freddie and Fannie have cost the tax-
payers $126 billion. That is an incred-
ible sum of money. Fannie Mae re-
ported a $72 billion loss for 2009; 
Freddie Mac reported a $22 billion for 
2009; and it came in last week asking 
for another $10 billion. 

CBO, our Congressional Budget Office 
which analyzes these costs, projects 
Fannie and Freddie will ultimately 
cost the taxpayers $389 billion. But 
that amount is not on the govern-
ment’s books. Because of the way our 
books are managed, these two institu-
tions are supposed to be somehow 
quasi-private and thus not affecting 
the government Treasury. But they did 
affect the government Treasury. 

I asked the question at the begin-
ning: How did it happen? What did Con-
gress know and did not know, and why 
did Congress not act? These are good 
questions. I am pushing back a little 
bit. I am not going to continue to have 
all this talk that somehow Ronald 
Reagan is responsible for this crisis. 

Let me read a letter. I do not think 
a lot of people paid much attention to 
it at the time, but it was very real. I 
remember reading from it in debate 
during that time. It is a letter to my 
colleague from Alabama, Senator RICH-
ARD SHELBY, who was chairman of the 
Banking Committee. It is dated March 
31, 2008, from the Board of Governors of 
the Federal Reserve System, signed by 
none other than Alan Greenspan, 
Chairman of the Federal Reserve. 

Remember, at this time, Senator 
SHELBY and Republicans had become 
concerned about the health of Freddie 
and Fannie. They realized they were 
overleveraged and presented great risk. 
This was 2004, about 3 years before the 
collapse occurred. Senator SHELBY felt 
something should be done about it. My 
Republican colleague offered legisla-
tion to do something about it. This is 
what Alan Greenspan wrote: 

Thank you for requesting the views of the 
Federal Reserve Board on the legislation you 
have proposed to improve the supervision 
and regulation of government-sponsored en-
terprises. 

That is GSEs, that is Freddie and 
Fannie. 

As I stated in my testimony of February 
24, the Congress needs to create a GSE regu-
lator with authority on a par with banking 
regulators, with a free hand to set appro-
priate capital standards, and with a clear 
process sanctioned by the Congress for plac-
ing a GSE in receivership. 

It had begun to dawn on them that 
these GSEs could go into receivership. 
They were so overleveraged. They were 
on the verge of collapse. That is what 
he wrote to Senator SHELBY in early 
2004. 

He goes on to say, and this language 
is dramatic: 

To fend off possible future systemic dif-
ficulties, which we assess as likely if current 
trends continue unabated, preventive actions 
are required sooner rather than later. 

Isn’t that a dramatic statement, ‘‘To 
fend off possible systemic difficulties’’? 
Did we not have the whole system go 
into a spin and we are still suffering 
from it and may for years to come? 

Then he goes on to say: 
The Board believes your proposed legisla-

tion makes substantial progress toward 
meeting these objectives. 

With regard to the receivership issue, the 
Board continues to believe that the Congress 
needs to clarify the circumstances under 
which a GSE can become insolvent and, in 
particular, the resulting position—both dur-
ing and after insolvency—of the investors 
that hold GSE debt. The process must be 
clear before it is needed. Leaving the matter 
unresolved, as it is under current law, only 
heightens the prospect that a crisis would re-
sult in an explicit guaranteeing of GSE debt. 
In this area, too, your proposal makes sub-
stantial strides. 

It is basically an endorsement of Sen-
ator SHELBY’s efforts. Not basically, it 
is a flat out endorsement. He goes on 
to say: 

With regard to capital, the Board con-
tinues to believe that determining the suit-
able amount of capital for GSEs is a difficult 
and technical process, and, that a regulator 
should have a free hand in determining both 
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