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(1) 

TOO BIG HAS FAILED: LEARNING FROM 
MIDWEST BANKS AND CREDIT UNIONS 

Monday, August 23, 2010 

U.S. HOUSE OF REPRESENTATIVES, 
SUBCOMMITTEE ON OVERSIGHT 

AND INVESTIGATIONS, 
COMMITTEE ON FINANCIAL SERVICES, 

Washington, D.C. 
The subcommittee met, pursuant to notice, at 9:40 a.m., in the 

Capital Federal Conference Center, Regnier Center, Johnson Coun-
ty Community College, 12345 College Boulevard, Overland Park, 
Kansas, Hon. Dennis Moore [chairman of the subcommittee] pre-
siding. 

Members present: Representatives Moore and Jenkins. 
Also present: Representative Cleaver. 
Chairman MOORE OF KANSAS. Good morning. This field hearing 

of the Subcommittee on Oversight and Investigations of the House 
Financial Services Committee will come to order. 

Our hearing today is entitled, ‘‘Too Big Has Failed: Learning 
from Midwest Banks and Credit Unions,’’ inspired from the April 
6, 2009, Time magazine cover story, ‘‘The End of Excess: Why this 
Crisis is Good for America.’’ This is the second in a series of hear-
ings where we will look at the key issues that may not be receiving 
enough attention, so we can learn and work towards a stronger and 
more stable financial system. 

Before we begin with the formal proceedings, I want to take a 
moment of personal privilege to first thank Johnson County Com-
munity College President Terry Calaway and all of the staff and 
faculty here for hosting today’s field hearing. 

For those of you who do not know, before my constituents sent 
me to Congress, I was elected and proud to serve on the Board of 
Trustees for Johnson County Community College, and I am very 
glad we were able to have one of my last subcommittee hearings 
here at Johnson County Community College. 

I also want to thank the other members who have traveled and 
taken time out of their busy schedules to be with us today: Con-
gressman Emanuel Cleaver from the 5th Congressional District of 
Missouri; and Congresswoman Lynn Jenkins from the 2nd District 
of Kansas. Thank you very much for being here. 

We will begin this hearing with the members’ opening state-
ments, up to 10 minutes per side, and then we will hear testimony 
from our witnesses. For each witness panel, members will each 
have up to 5 minutes to question our witnesses. The Chair advises 
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our witnesses to please keep your opening statements to 5 minutes, 
to keep things moving, so we can get members’ questions in. 

Without objection, all members’ opening statements will be made 
a part of the record. I now recognize myself for 5 minutes for an 
opening statement. 

Our economy continues to slowly recover following the worst fi-
nancial crisis and recession since the Great Depression in 1929. 
While there were a number of contributing factors that caused the 
financial crisis, one of the lessons we have learned is that ‘‘too-big- 
to-fail’’ financial firms can cause a lot of damage if not appro-
priately supervised. 

And who paid the price for these mistakes? Unfortunately, it was 
not those ‘‘too-big-to-fail’’ firms on Wall Street, but rather our con-
stituents and businesses here in Kansas and across the country. 
American households lost about $14 trillion in net worth over the 
course of 2 years. Retirement accounts saw an over 20 percent de-
cline in value, forcing many Americans to delay their retirement. 
Millions of Americans lost their homes through foreclosure. Bernie 
Madoff’s Ponzi scheme defrauded $65 billion from investors. 

And the government was forced to respond to prevent further 
damage. Congress approved, and even though it was deeply un-
popular, I voted for the $700 billion TARP proposal. I did so not 
because I wanted to, but because it was the right thing to do, I be-
lieve, for our people and our country. In fact, while there continue 
to be misperceptions about it, economist Mark Zandi, an advisor to 
Republican Senator John McCain in the last presidential election, 
has recently done some analysis and found that without TARP, the 
Recovery Act, and other measures, we would have seen the unem-
ployment number double with 8.5 million fewer jobs, and that is on 
top of the more than 8 million jobs we have already lost. 

But given the economic damage we did suffer, it is not surprising 
that many Americans have lost their faith in our financial system. 
As Mr. Hoenig has put it, ‘‘too big has failed’’ and we need our fi-
nancial institutions, big and small, to get back to the fundamental 
business of banking and financial intermediation. And while not 
perfect, I believe that the types of smaller and medium-sized banks 
and credit unions we will hear from today and others here in the 
Midwest should be held up as an example of what the post-crisis 
financial system should look like. Financial firms should know who 
their customers are and perform proper due diligence before mak-
ing a loan. 

To help restore Americans’ faith in our financial system, I 
worked as both a senior member of the House Financial Services 
Committee and as a House conferee to improve and perfect the fi-
nancial regulatory reform measure. Part of this work included de-
fending smaller banks, credit unions, and small businesses that did 
nothing to create the financial crisis. 

For example, I worked with my colleagues to provide a full 
grandfathering of existing trust-preferred securities for all banks 
with less than $15 billion. I pushed to fully preserve the thrift 
charter, making the case that while the ineffective Office of Thrift 
Supervision should be eliminated, the business model with which 
many Kansas thrifts acted responsibly should not be eliminated. 
And I offered the amendment to exempt all banks and credit 
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unions with fewer than $10 billion in assets from the new Con-
sumer Financial Protection Bureau’s enforcement powers. Many 
forget, but a new consumer financial protection agency was not 
only called for by the Obama Administration, but by former Sec-
retary Hank Paulson as well. 

The Dodd-Frank Act includes other new powers to regulate ‘‘too- 
big-to-fail’’ financial firms and provides regulators with a new liq-
uidation tool that will ensure we end ‘‘too-big-to-fail’’ bailouts, and 
we shut down any financial firm—big and small—that fails. As the 
bill was being signed into law, the headlines from the Wall Street 
Journal were, ‘‘Big Win for Small Banks’’ and ‘‘Small Banks Avoid 
Overhaul’s Sting.’’ 

That said, I understand that with any new set of rules comes un-
familiarity. Something I hope to see as the new rules are imple-
mented is not an endless stream of additional disclosure forms that 
are difficult for small firms to comply with and only serve to con-
fuse consumers. We created the Consumer Bureau to streamline 
and simplify these financial forms and documents so that con-
sumers know what they are signing up for, and as a result, will 
be much easier for small community banks and credit unions to 
comply with. 

It is time to move forward with a stronger financial system, and 
I look forward to hearing from today’s witnesses on what lessons 
we can and should learn from responsible banks and credit unions 
we are fortunate to have here in the Midwest. 

I now recognize for up to 10 minutes, my colleague, Representa-
tive Lynn Jenkins, a member of the House Financial Services Com-
mittee. 

Ms. JENKINS. Good morning, and thank you, Mr. Chairman, for 
holding today’s important hearing. And I would like to thank Fed-
eral Reserve Bank President Hoenig for being here with us this 
morning. We have an important topic to discuss. 

It is important to every American trying to obtain a home loan, 
small business loan, car loan and even those concerned with their 
own job stability. Individuals and businesses are asking about the 
health of their bank and their ability to obtain a loan from their 
bank when they need it. These questions are essential to every 
American household and business, and it is my hope that both 
President Hoenig and our panel of bankers and credit unions can 
share with us some strategies they have employed to ensure that 
they can continue to provide these important services to our com-
munities. 

I am proud to be here today to highlight lending institutions in 
Kansas as industry leaders in making prudent financial products 
available to customers and maintaining the integrity of their insti-
tutions throughout that process. 

The financial crisis has dramatically impacted the lending indus-
try as a whole and many of the banks represented here today have 
managed to provide an example to others of what sound judgment 
and policy looks like during times of irrational exuberance. How-
ever, many of our witnesses represent community banks and credit 
unions already feeling overly burdened by the government and reg-
ulators, and now are feeling the crunch more broadly with the pas-
sage of financial regulatory reform. Other witnesses represent re-
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gional banks, which have performed admirably, but will now have 
to restructure their business model. 

I am eager to learn what lessons you all can share with us today 
that we can carry back to Washington, and what trends you see 
that have you concerned for your industry in the future. I am sure 
the banking community, and the credit unions have much to share 
with us today, and I am anxious to hear from both sides as to how 
this can be constructive for all of us. 

I want to again thank the chairman for putting this together, 
holding the hearing, and I look forward to hearing testimony from 
each of today’s witnesses. 

I yield back the balance of my time. 
Chairman MOORE OF KANSAS. Thank you, Representative Jen-

kins, for being with us today. 
I now recognize Representative Emanuel Cleaver for up to 5 min-

utes, another member of the House Financial Services Committee. 
Congressman Cleaver. 

Mr. CLEAVER. Thank you, Mr. Chairman. I appreciate you allow-
ing me to participate in this field hearing. I am not on the Over-
sight and Investigations Subcommittee but the work that you have 
done already has paid off with the legislation we recently approved. 
It is an honor to participate with you at this very important hear-
ing. You are right on point to look at the ‘‘too-big-to-fail’’ issues and 
their impact from the view of Midwest banks and credit unions, 
which have not seen the problems that some of their east, west, 
and north coast brethren have encountered. 

It is my pleasure to welcome the very distinguished witnesses for 
today’s hearing. From time to time, I consult with the financial 
services industry in my district, and they have always provided 
sound advice. It is also a great honor that they can come before us 
today and provide testimony. 

Mr. Chairman, earlier this spring, Committee Chairman Barney 
Frank joined you and me to honor UMB and Commerce Bank, who 
were named the second and third rated best banks in America in 
2009, by Forbes magazine. As I was putting together the back-
ground for the awards, I learned some important information about 
UMB and Commerce Bank that is relevant to today’s hearing. 

UMB’s shared corporate vision is to be recognized for their un-
paralleled customer experience. One of the corporation’s shared val-
ues is, ‘‘customers first, we do the unparalleled to create an envi-
ronment that consistently exceeds the expectations of our cus-
tomers.’’ UMB embodies strong community involvement in all the 
communities it serves. From financing for small businesses to pro-
viding working capital loans to companies that support job creation 
and retention to employee volunteerism and corporate donations, 
UMB stands tall with their communities. In fact, UMB recently re-
ceived an outstanding rating from the Office of the Comptroller of 
the Currency in their most recent public evaluation of UMB’s com-
munity lending and participation. 

When the largest banks in America were trying to repay billions 
of dollars in TARP funds and to improve their balance sheets to 
deal with the impact of the severe economic problems the States 
were having, UMB was keeping to their business strategy—con-
servative, with slow, steady growth. And in September 2009, the 
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street.com article entitled ‘‘UMB’s Kemper Proves Boring is Better: 
Best in Class,’’ Mariner Kemper said, ‘‘The Street, the investor pop-
ulation believed that we could leverage our earning streams more 
if we had taken the same risks as the rest of the industry. I am 
thrilled to be able to stand up and say our strategies worked for 
us. We did not erase 20 years of earnings by taking three years of 
risk.’’ In a press release around the same time, Mr. Kemper said, 
‘‘This ranking also shows that the regional banking model works. 
UMB sticks to our time-tested prudent business practices such as 
making loans within our territory, building relationships with our 
customers, and understanding that strong underwriting practices 
produce quality results. Our standards have remained unchanged 
in all economic conditions. This principle, as well as a focus on a 
diverse income stream from fee-based businesses affords us steady 
growth.’’ 

Likewise, Commerce Bancshares, Inc.’s corporate mission is to 
‘‘raise the voice of the customer and in doing so create a differen-
tiating experience which encourages our customers to develop a re-
lationship with Commerce and then become long-tenured loyal cus-
tomers. The company’s customer promise is ask, listen, solve. That 
means the company promises to ask the right questions, listen 
carefully to what our customer is telling us, then solve for the ap-
propriate solution to meet our customers’ specific needs. Commerce 
Banks embody strong community involvement in all that it does in 
this community.’’ 

And then finally, Mr. Chairman, Commerce is committed to envi-
ronmental sustainability to reduce their environmental footprint. 
They encourage recycling, try to consume less paper, encourage em-
ployee carpooling and public transportation, and monitor and man-
age energy usage. In 2008, Commerce opened Missouri’s first 
LEED-certified bank branch in O’Fallon, Missouri. 

Mr. Chairman, more than 100 banks have failed over the past 2 
years since our economy began its meltdown. They have taught us 
valuable lessons on how not to run a bank. And so today, UMB and 
Commerce Banks, as well as many other community banks, re-
gional banks, and credit unions are juxtaposed to those ‘‘too-big-to- 
fail’’ banks and teach us what banks should do, or how not to fail. 

Thank you, Mr. Chairman, I yield back the balance of my time. 
Chairman MOORE OF KANSAS. I thank my colleagues for their 

statements. 
I am very pleased to introduce our first witness, who was so re-

spected the last time he testified before our subcommittee earlier 
this year that we had to invite him again. 

This morning, we will hear from Mr. Tom Hoenig, President and 
Chief Executive Officer of the Federal Reserve Bank of Kansas 
City. President Hoenig is currently the longest-serving Federal offi-
cial and this year is a voting member of the Federal Open Market 
Committee. He has been a strong, independent Midwestern voice 
in the national debate on financial reform and economic recovery. 
In fact, our title from today’s hearing comes directly from a speech 
Mr. Hoenig made in Omaha in March 2009. And he has been one 
of the leading experts people turn to on ending ‘‘too-big-to-fail.’’ 
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I want to publicly thank Mr. Hoenig and his entire staff at the 
Kansas City Fed for being such a valuable resource to me and our 
office, as well as for your service to the Kansas City community. 

Without objection, Mr. Hoenig, your written statement will be 
made a part of the record, and you are recognized for 5 minutes 
to provide a summary of your written statement. 

STATEMENT OF THOMAS M. HOENIG, PRESIDENT, FEDERAL 
RESERVE BANK OF KANSAS CITY 

Mr. HOENIG. Chairman Moore, thank you very much, and Con-
gresswoman Jenkins and Congressman Cleaver, thank you for this 
opportunity to testify before the subcommittee. I think it is a time-
ly hearing about the future of community banks. 

Before I begin, I do want to note and share with you, Chairman 
Moore, that this wonderful campus and this wonderful school was 
also helped to be formed by an individual by the name of Will 
Billington, who was a mentor of mine from the Federal Reserve 
system, and he was one of the founding trustees, and so it is a 
great pleasure for me to join you here today. 

Chairman MOORE OF KANSAS. Thank you. 
Mr. HOENIG. Let me just say that over the past 20 years, as the 

banking industry has consolidated into fewer and larger banks, a 
perennial question has been, ‘‘Is the community bank model via-
ble?’’ The short answer is ‘‘yes.’’ The longer answer is, ‘‘yes, if they 
are not put at a competitive disadvantage by policies which favor 
and subsidize the largest financial institutions in this country.’’ I 
have worked closely with community bankers my entire career, 
through good and bad economic times. I know the business model 
works, and therefore, they can survive and prosper. 

There are more than 6,700 banks in the country, and all but 83 
would be considered community banks based on a commonly used 
cutoff of $10 billion in assets. In the Tenth District, we have about 
1,100 banks, and all but 3 would be considered a community bank. 
A lower threshold of $250 million, which focuses on a far more ho-
mogeneous group, still includes about 4,600 banks or about two- 
thirds of all banks. My submitted material and remarks now are 
directed towards this group of banks, this smaller group, which 
serve Main Street in communities across this country of ours. 

Community banks are essential to the prosperity of the local and 
regional economies across the country. The maps I provided show 
that community banks have the majority of offices and deposits in 
almost a third of the counties nationwide. However, their presence 
and market share are most substantial among Midwestern States, 
where their role is particularly crucial in rural areas and smaller 
cities. It is the economies in these States that would suffer most 
significantly without their presence. Why? 

Community banks have maintained a strong presence despite in-
dustry consolidation because their business model focuses on strong 
relationships with their customers and their local communities. 
Banks in our region, for example, serve all facets of their local 
economy, including consumers, small businesses, farmers, real es-
tate developers, and energy producers. They know their customers 
and local markets, know that their success depends on the success 
of these local firms, and they recognize that they have to be more 
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than a gatherer of funds if they hope to prosper as a bank. These 
factors are a powerful incentive to target their underwriting to 
meet specific local credit needs. And it gives their customers an ad-
vantage of knowing who they will be working with in both good 
and difficult times. Larger banks are important to a firm as they 
grow and need more complicated financing, there is no question. 
But in this region, most businesses are relatively small and their 
needs can be met by the local bank. 

It is said that a community with a local bank can better control 
its destiny. Local deposits provide funds for local loans. Community 
banks are often locally owned and managed through several gen-
erations of family ownership. This vested interest in the success of 
their local communities is a powerful incentive to support local ini-
tiatives. It is the very ‘‘skin in the game’’ incentive that regulators 
are trying to introduce into the largest banks, that has been lost 
for some time. It is the small community’s version of ‘‘risking your 
own funds’’ that worked so well in the original investment banking 
model, and kept partners from making risky mistakes that would 
require personal bankruptcy back then, and government interven-
tion more recently. 

There is no better test of the viability of the community bank 
business model than this financial crisis, this recession and abnor-
mally slow recovery that we have experienced over the past 21⁄2 
years. The community bank business model has held up well when 
compared to the megabank model that had to be propped up with 
taxpayer funding. Community bank earnings last year were lower 
than desired, but on a par with those of the larger banks. However, 
community banks generally had higher capital ratios that put them 
in a better position to weather future problems and support lend-
ing. 

This is an important point to note as the decline in overall bank 
lending, particularly to small businesses, is a major concern to all 
of us. Data show that community banks have done a better job 
serving their local loan needs over the past year. Community banks 
as a whole increased their total loans by about 2 percent as com-
pared to a 6 percent decline for larger banks. In addition, commu-
nity banks have had either stronger loan growth or smaller de-
clines across major other loan categories. Business lending in par-
ticular stands out, with community bank loans dropping only 3 per-
cent as compared a 21 percent decline for the larger banks. 

Of course, some community banks made poor lending and invest-
ment decisions during the housing and real estate boom of the mid- 
2000’s. Unlike the largest banks, community banks that fail will be 
closed and sold. For community banks that survive, it will be a 
struggle to recover. Commercial real estate, particularly land devel-
opment loans, will be a drag on earnings for some time yet. Never-
theless, for those that recover, a business model that continues to 
focus on customer relationships will be a source of strength for 
local economies. 

Thus, community banks will survive the crisis and recession and 
will continue to play their role as the economy recovers. The more 
lasting threat to their survival, however, concerns whether this 
model will continue to be placed at a competitive disadvantage to 
the largest banks. Because the market perceived the largest banks 
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as being ‘‘too-big-to-fail,’’ they had the advantage of running their 
business with a much greater level of leverage and a consistently 
lower cost of capital and debt. The advantage of their ‘‘too-big-to- 
fail’’ status was highlighted during the crisis when the FDIC al-
lowed unlimited insurance on non-interest-bearing checking ac-
counts out of concern that businesses would move their deposits 
from the smaller to the largest banks. As outrageous as this may 
seem, in many cases it is easier for larger banks to expand through 
acquisition into small communities. This occurs because smaller 
banks tend to focus on their local markets and, therefore, face sig-
nificant restrictions to in-market mergers. This policy ignores the 
fact that the largest 20 financial institutions in the United States 
now control just under 80 percent of the country’s total financial 
assets. In other words, the anti-competitive market analysis needs 
to be looked at, given the changing times. 

Going forward, the community bank model will face challenges. 
Factors such as higher regulatory compliance costs and changing 
technology will encourage community bank consolidation. And de-
spite the provisions of the Dodd-Frank Act to end ‘‘too-big-to-fail,’’ 
community banks will continue to face higher costs of capital and 
deposits until investors are convinced that advantage has ended. 
The community banks have always faced these challenges, and sur-
vived and prospered despite them. If allowed to compete on a fair 
and level playing field, the community bank model is a winner and 
will continue to serve our communities well. 

Thank you. 
[The prepared statement of Mr. Hoenig can be found on page 52 

of the appendix.] 
Chairman MOORE OF KANSAS. Thank you, Mr. Hoenig. I now rec-

ognize myself for 5 minutes for questions. 
Mr. Hoenig, from your perspective, would you please describe the 

major differences and advantages that smaller to medium-sized fi-
nancial institutions may have over the largest financial firms in 
the United States? And you have spoken to this in your opening 
statement, but if you have additional—for example, it seems like 
a smaller financial firm would be easier to manage while also in-
creasing the likelihood that the firm really knows their customers. 
Is there something unique to the business model and practices uti-
lized by Midwest banks and credit unions that Wall Street banks 
maybe could learn from? 

Mr. HOENIG. I think that the advantage of the regional and com-
munity bank is, in a sense, their size. They are of a size that can 
be managed. We know economies-of-scale advantage cuts off long 
before $50 billion, so that there is the ability to manage across 
functions within the bank. There is a greater opportunity, and I 
think you will hear about that more today, about the fact that you 
do build your customer relationships with a medium-sized business 
line, I think, more easily. And so those are extremely important in 
this country. 

I have been told time and time again about other models where 
you only have three or four banks across the country and that 
seems to work. And I say this country is the greatest country in 
part because it has had a greater availability of credit through 
community banking across the United States over the past 200 
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years. I think we should change that great model with great care 
as we look forward. So I have a lot of confidence in this model. 

Chairman MOORE OF KANSAS. Thank you, sir. 
Do you have any concerns that we may see greater consolidation 

in the banking and credit union sector in the next few years as 
more smaller institutions may fail? And what impact might that 
have on the stability of the financial system? For example, would 
fewer and larger banks and credit unions create additional sys-
temic risks that might outweigh any benefits enjoyed from econo-
mies of scale? 

Mr. HOENIG. I think that, first of all, there are going to be more 
consolidations. I think the cost, the carry cost for a community 
bank is going to grow per dollar of assets and, therefore, you will 
want to get the size up in order to spread that cost over more as-
sets. So I think that will be the trend. I do not think that nec-
essarily means the end of community banking. It does mean you 
are going to have a smaller number of banks, but I think we will 
still have thousands of banks in this country for some time to 
come. 

As far as looking ahead, I think we have to be careful because 
the cost of capital is to the advantage of the largest institutions. 
And so, that will work away at the competitive position of the 
smaller banks over time and we need to be mindful of that. 

Chairman MOORE OF KANSAS. Thank you. 
You testified before the subcommittee in Washington on the topic 

of reversing our dependence on leverage and debt. To be clear, Mid-
west banks and credit unions never had the levels of leverage that 
firms like AIG and Lehman Brothers had; is that correct? And if 
so, why do you think that is and what can we learn from smaller 
financial firms that are not overleveraged? 

Mr. HOENIG. I think first of all, it is correct. The largest banks 
in this country, as I testified, increased their real leverage, what 
I call true equity capital, to assets from about 17 to 1 to over 30 
to 1 from the early 1990’s through to 2007 when the crisis began. 
Smaller community banks’ real leverage ratio did not rise signifi-
cantly above their original 16 to 1. Part of that is that they were 
not thought of as being ‘‘too-big-to-fail.’’ They knew that they had 
to have the capital base and the market expected that of them. And 
therefore, they had an incentive to maintain their capital levels at 
higher amounts. I think that is important to remember going for-
ward. That is why we spent important time on this issue of resolu-
tion in the Dodd-Frank bill to make sure that advantage was at 
least mitigated, if not eliminated. Only time will tell whether this 
‘‘too-big-to-fail’’ will go away and whether this will, through the 
market as much as regulatory, force them to reduce their leverage 
levels not only within this country but on a global basis. That is 
a huge issue coming up for the regulatory authorities, both in the 
United States and internationally and that is what should be the 
leverage restrictions on the largest banks. And that is not settled, 
at this point. 

Chairman MOORE OF KANSAS. Thank you, sir. 
I now recognize for up to 5 minutes Representative Jenkins for 

questions. 
Ms. JENKINS. Thank you, Mr. Chairman. 
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In your statement, you said that the community bank model is 
a viable one but only if they are not put at a competitive disadvan-
tage by policies which would favor the larger institutions. 

Mr. HOENIG. Yes. 
Ms. JENKINS. So I am just curious if you think that the Dodd- 

Frank bill puts the community banks at a competitive disadvan-
tage, and if so, how? 

Mr. HOENIG. The Dodd-Frank bill is designed to, as I said, miti-
gate that advantage by—it calls for a resolution of the largest 
banks should they fail, should they become insolvent or unable to 
meet their obligations. So it is designed to eliminate that advan-
tage. But the only way we will know that is how the market reacts 
and whether the market thinks that is a viable resolution process. 
And that is not a foregone conclusion, because I will tell you that 
if you have a trillion dollar institution and it is in difficulty and 
you have a weekend in which to make a decision, so you are on a 
Friday, it is incurring a huge liquidity problem, people are running 
from this largest institution. 

And you know that the impact of its failure, of the liquidity cri-
sis, will be to affect the broader economy, and you have only a 
weekend. You have to have it resolved by Sunday night before the 
Asian markets open. Will you actually be able to get two-thirds 
votes from the FDIC, two-thirds votes from the Federal Reserve, 
get a court to agree to it, get the Secretary of the Treasury to agree 
to it and actually take it into receivership, which will be a very dis-
ruptive process—I think only time will tell. 

The markets are trying to figure that out right now. If they are 
convinced that it will be taken into receivership, then I think the 
advantage to the largest institution will be reduced. It will not be 
eliminated, but it will be reduced. And that will make it a more 
equal, more level playing field for the community bank. 

If it does not take it, then that largest bank, number one, will 
be thought of still as ‘‘too-big-to-fail.’’ So, number one, if a large 
firm or a medium-sized firm has to have a payroll account that is, 
say, several million dollars, it will not put it in a community bank 
that it knows can fail, but will put it in the largest bank where it 
may not fail. Secondly, knowing that and the markets who are 
issuing the debt to the largest banks know that they will get bailed 
out in a crisis, even though it is not supposed to happen, then they 
will provide funding to those banks at a less costly level. And so 
that will give them a cost of capital advantage. 

So those things have to go away. And that can only happen if the 
markets are absolutely convinced that ‘‘too-big-to-fail’’ has finally 
been ended, and only time will tell. So it is an open question. I am 
sorry I cannot answer yes or no. 

Ms. JENKINS. Okay. I guess to follow up on that, considering the 
Dodd-Frank reform bill seems to perpetuate the ‘‘too-big-to-fail’’ 
problem, is it not likely that the leverage problems will even get 
worse in the future and those ‘‘too-big-to-fail’’ institutions will con-
tinue to have funding advantages over the institutions like the 
ones that we have here today, so that the big will get bigger? Can 
you just comment on that potential problem? 

Mr. HOENIG. That is a risk. One of the things in the early parts 
of the discussions that I was actually in favor of was breaking up 
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the largest institutions so it would become clear that they were not 
‘‘too-big-to-fail.’’ But that is not what was done and we do have this 
resolution process. And I think it all depends on how carefully we 
enforce the Dodd-Frank bill in terms of eliminating ‘‘too-big-to-fail’’ 
or they will continue with an advantage over the regional and the 
community banks. So it is a major concern of mine, yes. 

Ms. JENKINS. Okay, thank you. I yield back. 
Chairman MOORE OF KANSAS. Thank you. Now, I recognize Rep-

resentative Cleaver for up to 5 minutes, sir. 
Mr. CLEAVER. Thank you, Mr. Chairman. 
Mr. Hoenig, I was in the room, and my colleague Dennis Moore 

was there, when President Bush sent over his Treasury Secretary 
Hank Paulson. Ben Bernanke was there, Christopher Cox from the 
SEC was there, and Sheila Bair from the FDIC. Most of us had no 
idea what would fall from their lips and we were in horror when 
they told us exactly what you just mentioned, that if we failed to 
act—or if they failed to act, then by Monday, we could have one 
of the worst economic crises in history. And I do not know about 
Congressman Moore, but I was shaking under the table. I have al-
ways been fascinated when I go to townhall meetings and people 
who majored in geography say, ‘‘That was stupid, you people are 
stupid. 

Retrospectively, do you think we acted correctly in responding to 
the Bush Administration’s call for action? 

Mr. HOENIG. I think that under the circumstances, there were 
not a whole lot of choices. And one of the things that you have to 
keep in mind is there was no contingency. For example, one of my 
arguments was not that you did not take actions to make sure our 
financial system and our economy did not collapse, but that in 
doing so, we bailed out the stockholders of the largest institutions, 
whose responsibility it was to oversee these institutions by their se-
lection of directors and so forth. And there were models—the Conti-
nental Illinois failure, which was itself ‘‘too-big-to-fail,’’ but at least 
the stockholders were not wiped out and the market did have some 
discipline back on those institutions. In this instance, there was not 
that kind of ability to pre-plan and, therefore, you ended up with 
this very chaotic weekend. 

What I am also saying though, is what is the lesson from that? 
We have a new bill and it has a resolution process. And I encour-
age all the authorities—the Federal Reserve, the FDIC and oth-
ers—to say all right, let us say very clearly, let us make sure we 
have rules that will be in place should we have a crisis 10 years 
from now or whenever it is, that says when this happens, we have 
enough notice, we set up who will be the management who comes 
in as we wipe out the other management, the directors who come 
in as we wipe out the directors who are responsible for this, make 
sure that we are in fact putting it into a receivership with an oper-
ating unit so that it does not have to be shut down, it can be run 
but with new ownership. And that we have in place how we are 
going to hold the debtholders who loaned maybe at very good rates 
to these institutions, so that they share the burden rather than the 
taxpayer. 
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The main thing we ought to take from this is it was a crisis, we 
went through it as we did, but let us not repeat that process the 
next time through. That is my best advice going forward. 

Mr. CLEAVER. Thank you. I agree with you absolutely. 
Last night, I re-read this article by Kurt Anderson that was writ-

ten in March of 2009, ‘‘The End of Excess.’’ In a very interesting 
part of this, he says, ‘‘I don’t pretend we didn’t see this coming for 
a long time.’’ And now when you look back, there were those who 
suggested that we were heading for the precipice. Six months be-
fore this weekend that we all experienced in terror, we had the Fed 
Chairman, we had the SEC Chairman, we had the FDIC Chair-
man, and the heads of the three credit rating agencies before our 
committee. And not one of them—not one—expressed concern about 
the direction of the economy. People criticize John McCain for mak-
ing some comments about the economy being healthy. He was sim-
ply reporting what the financial services oversight group said we 
were experiencing. And yet, there are those who said that they saw 
this coming for a long, long time. 

I guess my question is, is there something in the financial reform 
or is there anything that we can do to take the long view of the 
U.S. economy to prevent us from a weekend collapse? 

Mr. HOENIG. I think that there is not only in the legislation, but 
in the regulatory scheme, there is a mechanism there to give warn-
ing. For example, financial stability, oversight committee and the 
researchers around that, the economists at the Federal Reserve, 
others. There is the mechanism, but I will tell you that the real 
test is in whether you can act in the face of an economy, a broad 
populace who at the moment feels everything is very good. And just 
to give you examples, these people that you are talking about saw 
this coming in 2005 and 2006 and 2007, saying there is this lever-
age and so forth. And in fact, the regulatory authorities put out 
proposed guidelines to begin to put some kind of guideline limit 
around exposures to certain kinds of real estate—land develop-
ment, commercial real estate. And the blowback on that was enor-
mous. You cannot do this because we want everyone to have a 
home. We want to make sure that the economy stays strong and 
the only way you do that is have it continue. 

I do not think it will be—I do not think we will miss it again 
in the sense of seeing where there is risk. We may not identify spe-
cifically when the economy will go into a slowdown, but the ability 
to go against the wind and against the forces that are in play is 
overwhelming in any economy, and certainly in the United States. 
So that will be the real test: can we step up to it and say I know 
you think things are really good, but we are going to put some lim-
its on this because we do not want another bubble and we do not 
want the leverage to continue. And that will be a lot harder than 
any of us realize right now. 

Mr. CLEAVER. So measuring the systemic risk—thank you, Mr. 
Chairman. 

Chairman MOORE OF KANSAS. Thank you. The gentleman’s time 
has expired. 

Mr. Hoenig, if you are available, we have time for a second round 
of questions, if you are available for just one more round of ques-
tions, please? 
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Mr. HOENIG. Sure, I would be happy to stay. 
Chairman MOORE OF KANSAS. Thank you. 
Mr. Hoenig, you testified before this subcommittee in Wash-

ington on the topic of reversing our dependence on leverage and 
debt earlier this year. To be clear, Midwest banks and credit 
unions never have had the level of leverage that firms like AIG and 
Lehman Brothers had; is that correct? And if so, what can we learn 
from the smaller financial firms that are not overleveraged? 

Mr. HOENIG. I think we can learn about the principles of lever-
age regardless of firm. It is just a fact that as you leverage up to— 
if you really run a normal leverage of about 15 to 1 and you lever-
age up to 30, you have that much less capital to absorb any losses. 
And therefore, your margin of error slims out increasingly as you 
leverage up. And the thing about it is when you get the economy 
going into a downturn on asset value, those values fall imme-
diately. That debt stays there with all that cash flow. And it is in-
evitably a crisis. When you have more capital, you have the ability 
to weather a downturn for a longer period. You still may fail if you 
have too many bad assets on your books, but certainly the margin 
of error is in your favor. That is what we have to learn going for-
ward. And it is a huge issue because a lot of the issue right now 
is maybe what Representative Cleaver was referring to, when you 
talk now—and there is a lot of discussion about raising the capital 
level for the largest institutions, in other words, lower the leverage 
that we will accept. The first thing that is talked about is you are 
going to cause a credit crisis because as you have to build capital, 
you have to constrain your asset growth or bring in new capital 
and that will slow the ability to fund new loans. Right away, you 
are in a conflict. You know you need to get to a stronger position 
but you know it is not a free choice. It is going to cost something 
else and how you work through that, my suggestion has been you 
put the leverage number out there that is the right number, 15 or 
16 to 1, and you give the industry time to get there. And it is part 
of the very harsh—it is painful. And that is the deleveraging of the 
country, which I am afraid has to take place. 

Chairman MOORE OF KANSAS. Right. Thank you. You have used 
the word ‘‘painful’’ referring to the recession and it has been very 
painful for a lot of people in our country. According to the New 
York Times, the popular belief is that as housing prices rebound, 
they will continue to go up forever. The article cites a recent survey 
by Case-Shiller where many people said they still believe, ‘‘prices 
would rise about 10 percent a year for the next decade.’’ Yale econ-
omist Shiller was quoted saying, ‘‘People think it’s a law of nature.’’ 
Should people have new expectations for the housing market in the 
next generation? Should we believe that the housing market is 
going to continue to rise and rise? 

Mr. HOENIG. If the American people are looking for the housing 
market to be their investment opportunity, I think they are making 
a mistake. I do not think that the economics of the housing indus-
try, as Professor Shiller is suggesting, is really designed for that. 
And right now, the facts are we have an excess supply and we cre-
ated that by providing financing leverage that was almost non-
sense. So now we have to adjust from that. Housing may eventu-
ally start to rise again, as other assets across the country begin to 
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rise again; but it is not something that I think that the American 
consumer should be speculating on in terms of investment. 

I would like everyone to have a home, but not everyone can af-
ford a home, and if we try and make it so when it is not possible, 
you create the next problem. So that is the challenge going ahead. 

Chairman MOORE OF KANSAS. Thank you, sir. 
Reform of Fannie Mae and Freddie Mac will be hotly debated in 

the next Congress. How will those reforms in the housing market 
generally affect Midwest banks and credit unions? 

Mr. HOENIG. It will vary widely depending on what they in fact 
decide. If, as I read some of the discussions that went on here very 
recently, it is determined that this is not the way to go with gov-
ernment guarantees where you privatize the gains and socialize the 
losses and if you try and bring the financing in housing back to the 
private industry banks, credit unions, thrifts and so forth, what-
ever it is, and they take both sides of the risk, then it will have 
profound effects, because it will take and put I think additional op-
portunity on regional and community banks, but also additional 
risk. You cannot just sell it off your books. But if they then—on the 
other hand, if they decide to merely make this a government agen-
cy that does it, you make Fannie and Freddie like Ginnie and it 
is all guaranteed, then you will have a different outcome. So I 
think it is really in the hands of the Congress and the Administra-
tion right now as they define what should be the future of how you 
finance housing in America. It is more than just what do you do 
with Fannie and Freddie. That is hard enough. But it is how you 
are going to decide to finance housing in America in the future that 
will define what impact it has on regional and community banks. 

Chairman MOORE OF KANSAS. Thank you. My time has expired. 
Representative Jenkins, if you have any additional questions, 

you have 5 minutes. 
Ms. JENKINS. Thank you, Mr. Chairman. 
I really just have one final question for you today. If I have heard 

one thing in the last 20 months since I have been in office, it has 
been from my local financial institutions who are frustrated that 
they are getting mixed messages. They hear from policymakers 
that they need to lend and regulators tell them that they need to 
tighten lending standards and increase their balance sheets. So I 
am just curious as to what steps you suggest that we all take to 
ensure that undue pressure is not placed on our financial institu-
tions during these hard times, but that it allows them to continue 
to make worthy loans to our constituents? 

Mr. HOENIG. That is one question that is a very difficult ques-
tion. The first thing about it is the amount of pressure across com-
munity banks, regional banks, will vary very much depending on 
the condition therein. If you have a bank that has had a heavy 
portfolio of commercial land development loans, they are under 
pressure and the examiners are probably going to be saying, you 
need to build your capital up, you need to prepare for that. And 
there will be impediments to lending, because that institution is 
under real stress. 

On the other hand, if you are a bank that has been more con-
servative during that period, then I think there is clearly less pres-
sure on you from the examiner to hold down your lending. They 
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would, I think, be in favor. And I tell people no examiner that I 
know, no examiner worth their salt would ever say we want a bank 
to fail. It is just not in anyone’s interest, even that examiner’s, as 
tough as they may be. So that is not the goal. The goal is to sepa-
rate out those banks that can lend and those that have to rebuild 
their capital. 

The other thing about it is, and this is where I think leadership 
within the agencies, the Federal Reserve, the FDIC, the Comp-
troller, has to be. What we tell our examiners is if you go into a 
bank and it has a portfolio, it has some stress—it is hard not to 
have some stress—but you see the loans and they have structured 
them in a way that can work, you do not have to come down on 
them harshly. It would serve no useful purpose, and I will stand— 
as the leadership of this institution, I will stand behind you in your 
judgments regarding that institution. That is important for me and 
for the leadership to say because I will assure you that if a bank 
does in fact fail, whether it is large or small, there is an IG review 
of how well you supervised. And that examiner, just like any other 
human being, does not want to be the one to say, you were too easy 
on them and that is why they failed. So you have this very impor-
tant balance and that is why we train our examiners well and why 
we do give them discretion in the field and stand behind them. And 
I think that is critical going forward. 

There is still going to be pressure, many banks still are under 
earnings pressure. But I think there is the ability now beginning 
to emerge to lend and we want to encourage them to do that. 

Ms. JENKINS. So you would not have any advice and counsel for 
things that we could do? 

Mr. HOENIG. I think you have passed the law. I think you need 
to let the regulatory authorities carry it out, with good oversight. 
I think we need to be accountable to you, answer questions specific 
to the issue that may come up before you. Our bank gets calls from 
various Representatives around the district and we try and answer 
their questions about the bank to the extent that we can in terms 
of confidentiality. So we have to be responsive to you and I think 
you have to give us some benefit of the doubt, given where we are 
today in this economy of ours. 

Ms. JENKINS. Thank you. 
Chairman MOORE OF KANSAS. Congressman Cleaver, you are rec-

ognized for 5 minutes, sir. 
Mr. CLEAVER. Thank you, Mr. Chairman. 
I want to stick with this article, I just think it is so fascinating, 

Kurt Anderson’s article, ‘‘The End of Excess: Is this Crisis Good for 
America?’’ And he goes on to write, ‘‘We are in a state of shock. In 
a matter of months, half the value of the stock market and more 
than half of Wall Street’s corporate pillars have disappeared along 
with several million jobs. Venerable corporate enterprises are tee-
tering, but as we gasp in terror at our half glass of water, we really 
can—we must—come to see it as half full as well as half empty. 
Now that we are accustomed to the unthinkable suddenly becoming 
not just thinkable but actual, we ought to be able to think the un-
thinkable on the upside, as America plots its reconstruction and re-
invention.’’ 
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Do you think with all of our new financial structure and prac-
tices laid out in the Wall Street Reform bill that the United States 
is now in a position where we are able to think the unthinkable 
on the upside as we plot our reconstruction and reinvention? 

Mr. HOENIG. I think one of our country’s strongest points has 
been that we have always been optimistic and I think we will con-
tinue to be so. 

We do have in the meantime though—I do not consider a crisis 
a good thing. It is sometimes unavoidable when you do not take 
necessary steps, and that is the nature of capitalism, it gets very 
enthusiastic on the upside and then overdoes it and then has to ad-
just. And that is part of the process. It is what you learn from that. 
One of the things we need to do—and to answer your question, yes, 
I think the economy will continue to improve. I think we will have 
new opportunities and I think we will prosper. However, we have 
some things to get through. 

First of all, we have a great deal of uncertainty. I have no other 
opinion other than we have new pieces of legislation we have to 
learn. And that takes time. And so we have to learn about both the 
healthcare bill, about the regulatory reform bill and as we do that, 
then that will be put behind us and we will build going forward 
from here. So that is the process we are in right now. And we are 
also in the process of deleveraging. 

An economy that is well capitalized, which has a high savings 
rate, at least a reasonable savings rate, systematically does better 
than an economy that has a very low savings rate and is highly le-
veraged. We are adjusting, and as we adjust, new opportunities 
will present themselves and I think, given our basic capitalistic 
system, that we have every reason to be optimistic long term. But 
we have, as I have talked about before this committee actually, we 
have to think about what we are going to do with our national debt 
in a systematic fashion that gives the American people confidence 
that we will not try and solve it all in one year, but that we will 
get on a path that will solve it and, therefore, they can make deci-
sions, both consumers and businesses can make decisions that are 
long-term oriented. And then we can think about very optimistic 
outcomes for the U.S. economy. 

Mr. CLEAVER. Thank you. 
Chairman MOORE OF KANSAS. Thank you Congressman Cleaver. 

And thank you, President Hoenig, for your testimony and your 
years of public service. 

You are now excused and I will invite the second panel of wit-
nesses to please take your seats and we will have about a 3-minute 
recess while the panelists change. Thank you, sir. 

Mr. HOENIG. Thank you very much. 
[recess] 
Chairman MOORE OF KANSAS. The committee will come to order. 

I am pleased to introduce our second witness panel: Mr. Chuck 
Stones, president, Kansas Bankers Association; Mr. David Hern-
don, president and CEO, First State Bank; Mr. Mariner Kemper, 
chairman and CEO, UMB Financial Corporation; Mr. Jonathan 
Kemper, chairman and CEO, Commerce Bank, Kansas City, and 
vice chairman, Commerce Bancshares, Inc.; Ms. Marla Marsh, 
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president and CEO, Kansas Credit Union Association; and Mr. 
John Beverlin, president and CEO, Mainstreet Credit Union. 

I want to thank our panelists for being on the panel today and 
sharing your information with us and your wisdom with us. With-
out objection, your written statements will be made a part of the 
record and you will each have up to 5 minutes to summarize your 
written statements. 

We will start with Mr. Stones. You are recognized, sir, for 5 min-
utes. 

STATEMENT OF CHARLES A. STONES, PRESIDENT, KANSAS 
BANKERS ASSOCIATION 

Mr. STONES. Thank you, Mr. Chairman, Representative Jenkins, 
and Representative Cleaver. It is a pleasure to be here. I think it 
is appropriate that we are in the Capital Federal Auditorium with-
in the Regnier Center at the Johnson County Community College. 
It is a pleasure to be here. 

My name is Chuck Stones, and I am the president of the Kansas 
Bankers Association. Just a few comments on banking in Kansas 
to start off with, and these statistics early on are meant to rep-
resent commercial banks, not savings banks or credit unions. 

The Kansas Bankers Association represents 320 traditional com-
munity banks in Kansas. Kansas is a State with a large number 
of community banks. As of 12/31/09, there were 323 chartered 
banks in the State, ranging from $4.5 million in assets to $3.7 bil-
lion in assets. The average size of a Kansas chartered bank is $155 
million, and 36 percent of all chartered banks in Kansas have less 
than $100 million in assets. The total assets of all chartered banks 
in Kansas is just a little over $50 billion. So it is not surprising 
that a high percentage of our Kansas banks can be found in rural 
communities. Nearly 20 percent of all Kansas chartered banks are 
located in towns of fewer than 500 people, and 60 percent of all 
Kansas banks are located in towns of fewer than 5,000 population. 
It is also important to understand that nearly two-thirds of all 
Kansas banks have 14 or fewer employees. 

The overwhelming majority of Kansas banks—or banks in the 
Midwest and specifically in Kansas—were performing well leading 
up to the current economic downturn and continue to do so. The 
agriculture economy has been very strong and banks in rural areas 
continue to be strong and profitable. However, as Tom Hoenig said, 
some banks in the few metropolitan areas of Kansas that experi-
enced rapid commercial and residential development growth in the 
early part of the decade are now experiencing some distress and 
are attempting to address those issues to the best of their abilities. 
They are dealing with declining value of collateral and the slow 
market causing their customers to be unable to remain current on 
their loans. It is important to remember that banks are reliant on 
their customers’ ability to repay the loan commitments in order to 
remain profitable and well capitalized. 

Traditional banking has been the backbone of our Nation’s econ-
omy and yet the term ‘‘bank’’ has been misused by almost everyone 
in the media and in Washington, D.C. Kansas banks still adhere 
to the 3-C’s of credit—capacity, character, and collateral—when 
making loans. The extension of credit is in essence the evaluation 
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of risk. We believe government intervention into this process al-
tered decision making by many lenders and allowed loans to be 
made that never would have been in a free market system. The 
Community Reinvestment Act is one example of this type of inter-
vention, as is the relaxed underwriting standards of Fannie Mae 
and Freddie Mac. While homeownership is a worthy goal, encour-
aging people to purchase homes they cannot afford is much worse, 
in the long run, for everyone. Government intervention in the lend-
ing process altered decision-making and interfered with the free 
market system on the front end of many transactions. Expecting 
that same free market system to work on the back end is unreal-
istic. 

Traditional banking needs to be strengthened and encouraged be-
cause, as in years past, it will be the engine that drives any eco-
nomic recovery. Traditional bankers are just like any other small 
business men and women trying to keep their communities strong. 

Too big has failed. There are no chartered banks in Kansas that 
meet the criteria of ‘‘too-big-to-fail.’’ In fact, at $50 billion in assets, 
the entire State of Kansas probably fails to meet that test. In some 
people’s eyes, that makes Kansas and Kansas banks insignificant. 
Yet when you look at the thousands of individuals, small busi-
nesses, and agricultural operations that are financed by the tradi-
tional community banks in Kansas, one could hardly call it insig-
nificant. However, the 325 banks in Kansas are negatively im-
pacted by the policy of ‘‘too-big-to-fail.’’ 

When megabanks are systematically bailed out time after time, 
they no longer see downside to their overly risky behavior, yet tra-
ditional community banks in the whole country are hurt by the eco-
nomic downturn that inevitably follows. It has been my view for 
quite some time that business lines, operations, and functions out-
side of the traditional banking function of taking deposits and mak-
ing loans have put the FDIC Deposit Insurance Fund at risk. Those 
functions need to be identified, segregated and capitalized sepa-
rately; thereby, reducing the risk to the entire banking system. 
Will the new systemic risk council and other policies put in place 
by the Dodd-Frank bill work? As Tom Hoenig said, time will tell. 
It will take a great amount of fortitude by policymakers and regu-
lators to see if that does ultimately work. 

In the last part of my testimony, I would like to focus on regu-
latory burden and its effects on banks, on consumers, and on the 
economy as a whole. There are some policymakers who believe 
there is no such thing as too much regulation. Traditional banks 
feel the burden of regulation. With a typical small bank, more than 
$1 out of every $4 of operating expense goes to pay for govern-
mental regulation and that was before the Dodd-Frank bill. 

We are aware that traditional community banks have a growing 
list of regulatory burden. I have brought a list of those new rules 
and regs that have been put in place the last 2 years. The cus-
tomers are hurt by overregulation. Banks in Kansas have told me 
that they are trying to decide whether it is just impossible or not 
to remain in business after the Dodd-Frank bill takes effect. And 
the realities of lending, especially in the mortgage area in the rural 
area are not given consideration when new rules are implemented. 
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Chairman MOORE OF KANSAS. The gentleman’s time has expired. 
Can you wind up, sir? 

Mr. STONES. Yes, thank you. 
Just briefly, everyone should be concerned about overregulation 

and an efficient banking industry. The term ‘‘financial intermedi-
ation’’ from economics 101, from my economics textbooks, ‘‘commer-
cial banks also perform an additional function which other finan-
cial institutions and businesses do not. That unique function is to 
create money by taking deposits and making loans. Because of 
their unique money-creating abilities, commercial banks are unique 
and highly strategic institutions in our economy.’’ 

It should be important to all of you, policymakers and consumers 
and business people alike, to maintain a highly efficient banking 
system. 

Thank you. 
[The prepared statement of Mr. Stones can be found on page 84 

of the appendix.] 
Chairman MOORE OF KANSAS. Thank you, Mr. Stones. 
Mr. Herndon, you are recognized for 5 minutes, sir. 

STATEMENT OF DAVID L. HERNDON, PRESIDENT AND CHIEF 
EXECUTIVE OFFICER, FIRST STATE BANK OF KANSAS CITY, 
KANSAS 

Mr. HERNDON. Good morning, Chairman Moore, Representative 
Jenkins, and Representative Cleaver. My name is David Herndon, 
and I am the president and chief executive officer of First State 
Bank in Kansas City, Kansas. I am also the immediate past chair-
man of the Kansas Bankers Association. 

First State Bank was founded in 1901. We celebrated our 109th 
anniversary on July 1st of this year. Special uniqueness to our 
bank is that it was founded and remains headquartered in Kansas 
City, Kansas, and it has always been privately and locally owned. 
I have been associated with the bank since 1978 and served as its 
President and CEO since 1990. 

Based on asset size, First State Bank is one of the smallest 
banks in the Kansas City metropolitan area. Yet we offer a full 
range of bank services and delivery systems directed to our cus-
tomers and to our community. Our trade area is primarily south-
east and south central Wyandotte County, Kansas, northeast and 
north central Johnson County, Kansas, and west central Jackson 
County, Missouri. This area includes a sizable portion of the urban 
core of Kansas City, Kansas, and it represents a significant number 
of our customers. Our business customers are primarily manufac-
turing, transportation, warehousing, distribution, and subcon-
tracting businesses. The consumers that we serve are historically 
employees of these businesses as well as other low- to moderate- 
income, urban core residents. 

Our business model reflects our clients’ banking requirements. 
When depositors and borrowers are enjoying good times, so do we. 
The challenge is just the same when those times are not so good. 

Throughout the 1990’s and the early 2000’s, First State Bank led 
its peers in nearly all measures of financial performance. Following 
12 consecutive years of increasing net income and asset growth, 
profits suffered a decline but remained positive after the terrorist 
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attacks of September 11th. The bank worked with its business cus-
tomers at that time to help them recover from the far-reaching eco-
nomic shocks and business setbacks from this event. But some of 
our clients did not make it and were unable to repay their bor-
rowings. The result was that we were forced to boost our reserves, 
increase our capital, and slow our asset growth. Despite the ad-
verse impact to the earnings, we still remained profitable and we 
still remained well capitalized. 

We rebounded our earnings in 2005 and returned to the pre 9/ 
11 levels in 2006 and 2007. Then 2008 hit and the world changed 
again. But they changed and led to headlines that reported that 
banks were in trouble, that banks were failing, that banks were not 
going to be able to help their clients. Unfortunately, many of those 
reports were true. 

But they were not true at First State Bank and they were not 
true at other Kansas banks. 

First State Bank, like it has for 109 years, still makes loans to 
qualified borrowers, still offers professional banking services, and 
strives to build the same strong relationships with its clients. And 
those relationships allow us to adjust our business model and work 
with the bank clients as their business models change, whether it 
be by economic circumstances or other circumstances. That adapt-
ability has allowed us to survive through the Depression of the 
1930’s, the 1980’s, the post-9/11 economy, and it is allowing us to 
survive today. 

We are trying to position ourselves to persevere in this economy 
just as the other banks throughout the Midwest are doing. To put 
it simply, we are healthy, and we are profitable and we remain cor-
nerstones in our communities. But as you heard before, many 
banks and bankers and directors of small banks are judging wheth-
er they can stay in business and feel that they are needlessly under 
attack. Too many feel that they are being punished for actions 
which they never undertook. For example, we never participated in 
any subprime lending and never relaxed our lending standards, yet 
we were brushed into that group when it was in vogue to do so. 

Most of our borrowers are repaying their loans, but some are not. 
And we are working diligently to work with those who are strug-
gling. It usually takes a long time to turn around a troubled debt 
but we are not being granted that time in too many cases. Banks 
should not have to write down loans to legitimate borrowers who 
are working through a financial crisis they have never seen before 
but yet they are required to do that. 

Additionally, our profits of small and medium-sized banks are 
being attacked. Recent legislative and regulatory actions have dra-
matically decreased income sources and increased operating ex-
penses. Increased deposit insurance premiums, compliance costs, 
and restricting interchange fees are certainly examples. It appears 
that many of the banks in this area are concerned that government 
regulators have begun choosing winners and losers and if so, the 
small and medium-sized banks will regrettably be those losers. 

We were well equipped to meet the requirements of our clients, 
both depositors and borrowers. Liquidity at our bank and through-
out Kansas banks is and has been significantly higher than our 
peers in several areas of the country. And most certainly higher 
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than many of those non-regulated or lesser-regulated institutions 
that are mistakenly referred to by so many as banks. We are profit-
able, we have strong reserves, and we have aggressively added to 
those reserves since the economy turned sour, further protecting 
our clients. Our capital is strong. First State has and will as long 
as the current ownership is involved always be well capitalized or 
above based on the regulatory definitions. And the majority of 
bankers throughout this region have the same attitudes. Our cli-
ents have confidence in us and because they know we are their fi-
nancial partners in their success, their success will breed our suc-
cess. 

That mutual process will prove to be the catalyst for an economic 
recovery, I believe. The sources will create and sustain jobs. 

Chairman MOORE OF KANSAS. The gentleman’s time has expired. 
If you can wind up, sir. 

Mr. HERNDON. I can, thank you. 
The risk of unsubsided legislative and regulatory burdens will 

have unintended adverse consequences. Too many of us will be put 
out of business. We respectfully request the continued work—we 
are anxious to work with regulators and legislators to make that 
happen. But only through persevering in a diverse financial indus-
try will our economy sustain. 

Thank you. 
[The prepared statement of Mr. Herndon can be found on page 

45 of the appendix.] 
Chairman MOORE OF KANSAS. Thank you, sir. 
Mr. Mariner Kemper, you are recognized, sir, for 5 minutes. 

STATEMENT OF MARINER KEMPER, CHAIRMAN AND CHIEF 
EXECUTIVE OFFICER, UMB FINANCIAL CORPORATION 

Mr. MARINER KEMPER. Thank you, Chairman Moore, Representa-
tive Jenkins, and Representative Cleaver. We are pleased to be 
with you today to join in this dialogue along with my colleagues 
here in the credit union arena and the banking sector. The country 
is entering a new era for financial services after a very rough time 
for many in the financial sector, as well as consumers and busi-
nesses. 

I particularly appreciate the comments by Tom Hoenig. Tom has 
shown outstanding leadership, both in the Federal Reserve’s rela-
tionship with banks here in the Tenth Fed District, as well as a 
sound voice for reasoned policy nationally. 

From our interactions with customers, we can tell you that many 
businesses and consumers continue to face a challenging economy, 
whether through unemployment or weak demand for products and 
services. This makes it especially important that we are having 
this conversation today. 

We believe, as you do, that solid Midwestern businesses like 
UMB and our colleagues here today are very much a part of the 
solution. It is critical that policymakers focus on constructive ac-
tions now to strengthen business, create private sector jobs, and re-
store growth in places like Kansas and Missouri. 

Let me comment briefly on UMB’s approach to banking. Unlike 
some financial institutions, UMB did not plunge into the bubble 
mentality. UMB has pursued three goals as pillars of our business 
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strategy—quality, diversity, and stability. These goals have served 
us, our customers and our shareholders very well over the years. 

UMB ranks as number two in the United States, according to a 
study by Forbes magazine ranking banks on asset quality, capital 
adequacy, and profitability. We take great pride in the fact that 
relative to industry averages, UMB has posted strong and con-
sistent earnings year over year through the financial crisis. 
Throughout the crisis, we have had no need or desire to seek gov-
ernment bailouts or outside capital infusions. 

In 2010, the Nation is entering a new financial era in what we 
call the ‘‘new normal.’’ There is a hangover from this period of fi-
nancial excess, which is hindering the lending environment and 
there is an increase in regulatory involvement with banks and 
other financial institutions, which has only begun. 

The lending environment is a topic of much concern. Let me as-
sure you, UMB Bank never stopped making loans and has plenty 
of liquidity to meet the needs of any qualified prospective borrower. 
We have increased our total loan balances through 2007 to the 
mid-2010 period an average of 5 percent per year and our total 
commercial loan commitment figures have increased 40 percent 
since 2007. 

As the economy has slowed down, however, we have experienced 
a decline in demand for commercial and industrial loans. The 
strains of the recession have caused many businesses to scale back 
their plans. We believe it would be a mistake for banks to loosen 
underwriting standards now and take speculative loans on in an 
attempt to return to what we perceive as normal levels. 

If our goal is to stimulate prosperity, I encourage political leader-
ship to act on the counsel from leaders in the private sector who 
identify specific constructive actions to help restore a more vibrant 
economy. For instance, the Business Roundtable has called on Con-
gress for tax reform to help U.S. corporations stay competitive and 
get on a path of expansion. The Roundtable has spelled out specific 
provisions of the Tax Code that create a drag on growth and com-
petitiveness. To bring on economic recovery and put people to work, 
we need to stimulate business spending, not by increasing govern-
ment spending or pressuring banks to lend, but by reducing the 
burden on businesses. 

Another example of constructive action involves the regulation of 
banking and finance. Passage of the Dodd-Frank Act this summer 
was just the beginning, not the end of this process. And many, 
many questions remain unanswered. 

As further changes are made and rules are developed, we sup-
port the strengthening of bank capital requirements, including both 
the tiered and risk-based capital levels. But this approach should 
be risk-based to start with, and should focus on incentives rather 
than regulatory penalties. Deposit insurance rates also could be in-
corporated into a set of incentives. That is, the higher the risk pro-
file in an institution, the higher the insurance rate they should 
pay. The reverse should be true. This distinction between both cat-
egories is very slight today. This would drive the principal behavior 
that poses less systemic risk such as that demonstrated by UMB 
and others today. 
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Although the Dodd-Frank Act was designed with good intention 
of addressing excessive leverage and the ‘‘too-big-to-fail’’ issue, it 
has unfortunately become a mechanism to regulate bank profit-
ability as well as product design and competition. History tells us 
that a lack of regulation is not the catalyst for a financial crisis. 
Rather, the stability of a system rests on the will of business and 
political leadership to do what is right when it is right. 

If we truly wish to change behavior and counter the forces of 
human nature, we need to provide incentives for financial dis-
cipline. We believe banks and other players in the financial system, 
including policymakers and regulators, would do well to pay atten-
tion to quality, diversity, and stability. We will achieve long-term 
recovery by encouraging sound financial practices at every level 
from banks to business to consumer and even government. 

I am happy to discuss the particulars with you as we move for-
ward. I will leave you with one of my favorite quotes from Presi-
dent Truman, and it seems to apply to shaping this new era for our 
financial system: ‘‘Men make history, not the other way around. In 
periods where there is no leadership, society stands still. Progress 
occurs when courageous, skillful leaders seize the opportunity to 
change things for the better.’’ 

Thank you again for having me with you today. 
[The prepared statement of Mr. Mariner Kemper can be found on 

page 72 of the appendix.] 
Chairman MOORE OF KANSAS. Thank you, Mr. Kemper. 
And Mr. Jonathan Kemper, sir, you are recognized for 5 minutes. 

STATEMENT OF JONATHAN M. KEMPER, CHAIRMAN AND 
CHIEF EXECUTIVE OFFICER, COMMERCE BANK, KANSAS 
CITY, AND VICE CHAIRMAN, COMMERCE BANCSHARES, INC. 

Mr. JONATHAN KEMPER. Thank you, Chairman Moore, Represent-
ative Jenkins, and Representative Cleaver. I always love it when 
my cousin quotes our former employee, Harry Truman. 

[laughter] 
Mr. JONATHAN KEMPER. I am Jonathan Kemper and, as men-

tioned previously, I am vice chairman of Commerce Bancshares 
and chairman of Commerce Bank of Kansas City. 

In the interest of time, rather than recite my formal testimony 
and repeat those of the co-panelists which I certainly endorse, I 
will attempt to keep to a few major points, which I believe are of 
critical importance, especially given Representative Jenkins’ com-
ments of taking lessons back to Washington. 

As has been said, we really appreciate your efforts in setting the 
record straight, because much of the financial crisis stemmed from 
the very largest financial services companies and not the commu-
nity-oriented banks that you have heard from already. The banks 
have been lumped together without distinction and we find our-
selves blamed for a financial meltdown that we actually warned 
people about and had no part of. This has been the biggest finan-
cial crisis since the Great Depression and has caused sweeping 
changes in the banking business, not all of which are complete 
now. 

In the discussion of the questions, I would expand small and me-
dium-sized Midwestern banks to traditional banks in my remarks 
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and I would say that except for the top four banks in our country, 
the rest of us are all small banks in many of the ways that have 
been described today. I have put a graph into my testimony, and 
I think you have a copy of it, which shows where Commerce Bank 
fits. And when I put this together, I just could not believe that 
there are really two orders of magnitude between us and the larg-
est banks. 

To give you a sense of what is going on here, the four largest 
banks are in a world all unto themselves in the trillion dollar club. 
It falls off from Wells Fargo to U.S. Bank by a factor of four. So 
there really has been a complete sea change and Tom Hoenig went 
through that, about how much banking has been concentrated in 
the very, very top. Those trillion dollar clubs of megabanks and 
brokers differ from traditional banks both in size, in business style, 
and on their individual impact on the national and global financial 
systems. So we have resisted and certainly would caution against 
lumping us in that pot. 

It has also been fashionable, many have said that the govern-
ment bailed out the banks with TARP. And just to set the record 
straight on that one, not only did traditional banks not cause the 
crisis, but the government will in fact make a profit on the money 
placed into the traditional banks and the bad actors who caused 
the large bailouts, AIG and GMAC, are going to have us pay their 
bills, which is really galling. 

Commerce Bank today is $18 billion. We have operations in five 
States, primarily Missouri and Kansas. Our success—and you have 
seen this in our testimony—is really because we have stronger cus-
tomer focus. Our growth has been a solid organic basis and a 
knowledge and involvement in our communities. We would charac-
terize ourselves as a good bank and a good corporate citizen. We 
are among the best capitalized banks, we declined TARP funds, 
and we did not contribute to the crisis, but we are paying the cost 
and bearing the extraordinary regulatory burdens. And I will just 
mention a comment made in the press in the signing of the Dodd- 
Frank bill, President Obama said, ‘‘Unless your business model de-
pends on cutting corners and bilking your customers, you have 
nothing to fear from this reform.’’ I respectfully submit we are con-
cerned and we do not believe that is a true statement. We think 
that the FDIC insurance costs have increased already and are now 
going to increase on banks of $10 billion and above. That is clearly 
something that is going to affect our bank. The Consumer Finan-
cial Protection Bureau has potential to add substantial cost and re-
strict business and the price setting as established by the Durbin 
amendment significantly affects future fee income. In fact, there 
are more than 200 new regulations in the Dodd-Frank bill that are 
going to tax our staff and increase our costs. 

I am going to skip over the comments about the last few years. 
I think they have been well summarized previously. All I can say 
is that we, as has been mentioned before, saw what was going on 
in the excesses and did not make the mistakes that others did, but 
we are tremendously affected by it, that the growth in borrowing 
taught by the hedge funds using leverage and credit default swaps 
still is out there and we still have a very difficult and ugly picture. 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00030 Fmt 6633 Sfmt 6633 K:\DOCS\61855.TXT TERRIE



25 

In fact, in 2007, we had—financial services represented over 25 
percent of all the profits in the United States. 

In conclusion, I just wanted to say that there is terrible trouble 
if the government gets involved in the level of pushing the scale 
in favor of the largest banks and against us. And I have given you 
a recent—in fact, it is coming out next month—a Harvard Business 
Review on where the judgment deficit is going to be and I rec-
ommend it for your reading. It was done by a classmate of mine 
at the Harvard Business School, and talks about the need and im-
portance of local decision-making, and if we see the disincentives 
to the community-oriented banks that are represented by the panel 
and by mid-sized banks and small banks, we are going to see a def-
icit in judgment in the field that will provide the future for the 
economy that we need to see grow. 

Thank you so much. 
[The prepared statement of Mr. Jonathan Kemper can be found 

on page 60 of the appendix.] 
Chairman MOORE OF KANSAS. Thank you for your testimony, Mr. 

Kemper. 
Next, the Chair recognizes Ms. Marsh for 5 minutes. 

STATEMENT OF MARLA S. MARSH, PRESIDENT AND CHIEF 
EXECUTIVE OFFICER, KANSAS CREDIT UNION ASSOCIATION 

Ms. MARSH. Chairman Moore and members of the subcommittee, 
I appreciate the opportunity to appear before you today on behalf 
of the Kansas Credit Union Association. Kansas has 103 credit 
unions serving 590,000-plus member owners. 

Heavy focus has been placed on the risky practices that contrib-
uted to the great recession and what the government needs to do 
to prevent systemic failures in the future. We appreciate your will-
ingness to also look at the players that did not contribute to the 
recession and are helping to restore economic stability. Much can 
be learned from credit unions with their philosophy of putting peo-
ple before profit. My written testimony provides pertinent statistics 
on the State of Kansas’ economy and Kansas credit unions in gen-
eral. 

Here are a few highlights: 
The economy and Kansas credit unions have fared better on 

many economic indicators without the dramatic boom-and-bust ex-
perienced in other regions. However, we have felt the effects of ac-
tions by those less cautious and/or more greedy. A flight to the 
safety of a trusted partner is evidenced by our sizable asset growth 
over the past 18 months. Loan growth remains strong at over 5 
percent as of March. Overall, credit unions are healthy and well 
capitalized at an average 10.8 percent net worth to assets ratio. 
And any consolidation since 2008 can be attributed more to the in-
creasing marketplace complexity and the escalating compliance and 
regulatory burden than the recession. We hope that the committee 
will monitor the overall impact of new and current regulations and 
how the Dodd-Frank law is implemented. 

As far as systemic risk, no credit union or group of credit unions 
is large enough to negatively impact the entire financial system 
and, therefore, the cost of any credit union failures would be con-
tained within the credit union system itself. 
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The greatest risk to credit unions comes from collateral damage 
caused by the ‘‘too-big-to-fail’’ institutions. The devaluing of prop-
erty, the decrease in consumer confidence and the increase in un-
employment all negatively impact our member owners. 

A second and equally damaging result of ‘‘too-big-to-fail’’ is the 
rise in regulatory burden, an examiner one-size-fits-all approach 
that stifles our efforts to provide solutions that meet member needs 
and help grow local economies. 

So what lessons can be learned from Kansas credit unions? First, 
structure matters. The biggest difference between the Wall Street 
business model and the credit union business model is the member 
ownership component. When the institution is owned by the cus-
tomer, there is a mutual responsibility to act in the best interest 
of each party. The large degree of separation from decision maker 
to end user seen in large financial firms encourages an internal 
profit focus and excessive risk-taking. 

Second, business practices matter. Credit unions have solid un-
derwriting processes, hold most of their loans on their books, and 
their loan decisions rely on character and capacity to repay, not 
just collateral or a credit score. 

Third, people matter. Credit unions focus on member needs, not 
greed, offering solutions such as restructuring loans, deferring pay-
ments, and providing financial education and counseling. 

In summary, credit unions are a small portion of the overall mar-
ketplace. In Kansas, it is only 6 percent. They have a strong role 
to play in financial services as a solid alternative to for-profit bank-
ing. Even though credit unions did not cause the problem, they face 
steep compliance costs as part of the clean-up. We urge Congress 
to recognize the enormous challenges these regulatory changes 
present to small and mid-sized institutions. We also urge Congress 
to allow flexibility and to increase options for credit unions to serve 
their members, such as passing legislation to increase the statutory 
credit union member business lending cap. 

The credit union mission of putting people before profits has 
been good for Kansas. Please help us to continue to deliver on that 
mission. On behalf of Kansas credit unions and their member own-
ers, I thank you for inviting us to testify. 

[The prepared statement of Ms. Marsh can be found on page 79 
of the appendix.] 

Chairman MOORE OF KANSAS. Thank you. 
The Chair next recognizes Mr. Beverlin for 5 minutes, sir. 

STATEMENT OF JOHN D. BEVERLIN, Sr., PRESIDENT AND 
CHIEF EXECUTIVE OFFICER, MAINSTREET CREDIT UNION 

Mr. BEVERLIN. Chairman Moore, and members of the sub-
committee, I am John Beverlin, president and CEO of Mainstreet 
Credit Union, formerly the Credit Union of Johnson County, a $260 
million cooperative serving over 52,000 members. We were char-
tered in 1953 by a group of school teachers who wanted to control 
their own financial destiny. We currently have branches in Johnson 
County, Lawrence, Leavenworth, and Kansas City, Missouri. We 
serve employees of the community college where this meeting is 
being held, employees of the Shawnee Mission Medical Center and 
the Honeywell plant in Olathe, and over 100 employee groups. 
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Mainstreet has had employee groups that have faced employ-
ment uncertainty and layoffs. This continues today. I share this in-
formation so that you understand the diverse group we serve. In 
2009, Mainstreet was making adjustments to our operations to bet-
ter survive the economic downturn. We faced assessments from 
NCUA for the year 2009 of over $627,000, over a third of our an-
ticipated net income for the year. We did, nevertheless, record a 
positive bottom line for 2009 and remained very well capitalized. 

We continue to review expenses. We froze management salaries, 
reduced the amount of employee raises, and cut contributions to 
employee retirement. 

Some good things did happen in 2009, loans grew as a result of 
larger lenders exiting the lending market. Auto loans issued in-
creased over 195 percent, mortgage loans over 75 percent. In the 
end, we survived 2009. A good part of it has to do with 
Mainstreet’s conservative approach to business, including a diversi-
fied loan portfolio, avoiding concentrations in any one area. 

Another part of it has to do with the nature of a credit union. 
As a financial cooperative, a member is an owner of their credit 
union. We get to know our member owners and will work with 
members when they are faced with financial difficulty. 

So far, we have faced continuing challenges in 2010. We have 
had an assessment of $295,000 from NCUA with an additional of 
up to $400,000 expected. Mortgage lending continues to be on the 
increase; however, auto loans are down. Large national auto lend-
ers have re-entered the market utilizing subsidized rates as low as 
zero percent. To date, we have not laid off any employees and have 
refrained from increasing fees to our members. 

We continue to review expenses looking for ways to lend money, 
our main source of income and ways to better serve our members. 
We anticipate additional premiums for several years to come from 
NCUA. NCUA assessments aside, these are things we do every 
year. What was unique for this past year and will pose additional 
concerns for us in the future are legislative and regulatory bur-
dens. It seems to me that the mere presence of this subcommittee 
and the topic of today’s discussion, that there is agreement that 
Midwest banks and credit unions did not cause the financial crisis 
we are dealing with. Yet all financial institutions seem to be 
grouped together when any attempt is made to look for solutions 
to the crisis. 

This past year, Mainstreet has had to deal with credit card legis-
lation, spend almost $50,000 educating our members because of im-
posed regulatory changes to overdraft protection, and the recent 
passing of an amendment on debit/credit card interchange will re-
sult in additional lost income. 

We are concerned with where it will all stop. The impact of these 
regulatory changes will ultimately fall on the shoulders of our 
members and Kansas consumers. 

One area where I think credit unions can help is in the area of 
business lending to members. Mainstreet does not currently do 
business lending by definition of regulation. An arbitrary business 
lending cap of 12.25 percent of assets was legislated in 1998 and 
it is hard to justify putting the needed resources in place with a 
cap at the current level. Legislation has been imposed that would 
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increase this cap to 27.5 percent of assets. An alternative, it would 
seem to me, would be let our regulator determine the cap. The reg-
ulator is in a better position, while examining a credit union for 
risk, to determine the cap. 

Mainstreet will survive and continue to serve our members. We 
are anticipating continued pressure on our bottom line, reducing 
our net income for the next 3 to 5 years. It is important to note 
that as a not-for-profit cooperative, we are not after net income just 
for its own sake. Retained earnings are our only source of capital. 

In conclusion, Mr. Chairman, I appreciate the subcommittee tak-
ing the time to explore these important issues. And thank you for 
inviting us to testify. 

[The prepared statement of Mr. Beverlin can be found on page 
40 of the appendix.] 

Chairman MOORE OF KANSAS. Thank you, Mr. Beverlin. And I 
thank the panelists for their testimony. I am going to start with 
questions. 

Mr. Hoenig testified that community banks will survive the crisis 
and recession and will continue to play their role as the economy 
recovers. The more lasting threat to their survival, though, con-
cerns whether this model will continue to be placed at a competi-
tive disadvantage to larger banks. I would like to ask each of the 
panelists if you would care to comment, and please keep your re-
sponses kind of short so everybody will have a chance to comment. 
Do you believe that is a concern? I would like to hear your opinion, 
please. 

Mr. STONES. Absolutely, we think that is a concern. Thank you 
for the question. We think that in the long run, the regulatory bur-
den placed on all banks by this law and laws in the past have 
placed an undue burden, a more heavily concentrated burden, on 
community banks. They just simply do not have the resources to 
hire new people, to do whatever it takes to comply, to try to comply 
with the new laws and regulations. 

Chairman MOORE OF KANSAS. Thank you, sir. Mr. Herndon? 
Mr. HERNDON. I would concur. Our bank has 26 people who work 

for it. Other banks have departments of 260 people to absorb that. 
So it is absolutely tilted—we need to level the playing field. 

Chairman MOORE OF KANSAS. Thank you, sir. Mr. Kemper, Mar-
iner Kemper? 

Mr. MARINER KEMPER. There are a couple of areas I think to 
focus on. One is just the pure compliance costs of living with the 
new bill. I think we will all be finding out what that is over the 
coming years, there are what, 2,000 pages of it. There is a tremen-
dous amount of that we do not know what it looks like yet, it is 
going to cost the industry a great deal and the smaller banks obvi-
ously have a harder time shouldering that burden. 

Additionally, I still have a hard time bringing together the in-
tended purpose of Dodd-Frank to end or affect the crisis, in a lot 
of the things that have ended up in there like the Durbin bill and 
things like that, that have really nothing to do with the crisis and 
will cost us. I think that is really where the greatest fear for the 
industry is, is the fee income that will disappear over the next few 
years. 
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Mr. JONATHAN KEMPER. Without question, the Dodd-Frank bill 
disadvantages community banks and it is going to add to their cost 
and restrict their activities. I think this is a very valid concern and 
should be looked into, especially as it affects the Midwest. 

Chairman MOORE OF KANSAS. Ms. Marsh? 
Ms. MARSH. I think the complexity of the Dodd-Frank bill leaves 

us all kind of wondering exactly what is going to affect each of us. 
It is very complex, 200 new rules, and we know at least 35 affect 
credit unions at this time. Debit interchange is a major cost for our 
credit unions and the Fed sitting on identifying what those tier lev-
els will be is very important for us. The Consumer Protection Agen-
cy and who heads that is going to be very important out of that 
bill. Mortgage lending and disclosures and then payments and set-
tlements are also contained in there, and that will have a direct 
impact on us too. 

Chairman MOORE OF KANSAS. Thank you. Mr. Beverlin? 
Mr. BEVERLIN. I think overall the credit unions’ concern has al-

ways been that because of our size, we sometimes are forgotten. 
And the impact that regulation has on us is not, a lot of times, 
looked at. I know Mainstreet, for the very first time 2 months ago, 
we now have a full time VP of Risk Management or Regulation and 
Compliance. A lot of small credit unions cannot afford to do that. 
So they rely on other sources and sometimes, it is the manager of 
that credit union who has to fill that need and it takes him away 
from doing other things and helping his members. 

Chairman MOORE OF KANSAS. Thank you. 
I talked to Mr. Hoenig about this and would like to ask your re-

action, if you have reaction to this. Despite the painful recession, 
according to today’s New York Times, the popular belief is that as 
housing prices rebound, they will continue to go up forever. The ar-
ticle cites a recent survey by Case-Shiller where many people said 
they still believe prices would rise about 10 percent a year for the 
next decade. Yale economist Bob Shiller was quoted, saying, ‘‘Peo-
ple think it’s a law of nature.’’ Should people have new expecta-
tions for the housing market for the next generation? Mr. Mariner 
Kemper, do you have any thoughts about that? 

Mr. MARINER KEMPER. I absolutely concur with Mr. Hoenig. 
What goes up must come down. We have had 36 some-odd reces-
sions since the mid-1850’s, most caused by a real estate crisis. That 
is the only fact out of this whole thing is we will see it again. 

Chairman MOORE OF KANSAS. Mr. Jonathan Kemper? 
Mr. JONATHAN KEMPER. Housing is one of the most important in-

dustries as well as important feature in America. And we would 
like to be supportive of responsible resurgence of housing, but as 
you say, there is an unrealistic—as Tom said, there is an unreal-
istic expectation that it is going to recover and bounce back. I think 
the new normal is going to be related much more to the value of 
housing relative to income. It got way out of whack and as Tom 
said, we had several years’ supply that created a damping effect. 
As that is worked off, I think the valuation of housing will be much 
more reflective of the income available to support it and with the 
increases in energy prices and changes in living, we are going to 
have to look at our housing stock that is fit more for what our Na-
tion’s needs are. 
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Chairman MOORE OF KANSAS. Thank you. My time has expired, 
and I would ask the other panelists if you have some comment you 
would like to make, if you would submit those please in writing, 
I would appreciate that very much. 

The Chair next recognizes Representative Jenkins for 5 minutes. 
Ms. JENKINS. Thank you, Mr. Chairman, and thank you all for 

your words this morning. 
I will start with Mr. Stones. Your written testimony indicates 

that a majority of traditional community banks in Kansas serve 
towns of fewer than 5,000 citizens and operate with just a few em-
ployees. Given that regulatory costs already represent more than 
25 percent of the operating budgets of these community banks, can 
you just summarize again for us how the Dodd-Frank bill will add 
to these banks’ operating costs? 

Mr. STONES. As I think Mr. Mariner Kemper mentioned, there 
are over 240 new regulations that will come out of the Dodd-Frank 
bill. It is estimated based on historical legislation to regulation that 
there is going to be in excess of 5,000 to 10,000 new pages of regu-
lation that banks are going to have to comply with. Obviously, it 
would be speculation on my part to say how much additional cost 
that would be, but obviously with those kinds of numbers, the 
amount will be significant. KBA employs four full-time attorneys 
whose job is to answer compliance questions for our members. They 
answer—currently in the past few years, they answer somewhere 
around 5,000 inquiries per year. That is starting to exponentially 
increase. Most of those are obviously from community banks, but 
some of the larger banks in our State like to just kind of ask ques-
tions of other attorneys to kind of make sure they are thinking 
along the same lines, but we are trying the best we can to help our 
smaller banks comply with all the laws and get ready for the new 
Dodd-Frank legislation. 

Thank you. 
Ms. JENKINS. Okay, thank you. 
Moving right down the table, I guess I will address this one to 

Mr. Herndon, but certainly if anybody has anything to add, please 
do. You mentioned in your written testimony that many bankers 
and directors of small to medium-sized financial institutions in the 
Midwest feel that they are needlessly under attack and many feel 
that they are being punished for the actions for which they never 
took and that government and regulators are choosing winners and 
losers and it seems that small and mid-sized banks are the losers. 

What can Washington do or could we have done differently to 
treat traditional community banks better and what can we do in 
the future to ensure that this very reliable sector of banking is not 
the recipient of further unintended consequences? 

Mr. HERNDON. It seems that every time that we mention that— 
we being small and medium-sized banks throughout the country— 
did not participate in the events that led to the crisis, that the re-
sponse was, ‘‘Yes, we know, you were not part of the problem.’’ In 
fact, the legislation has directed the cure to those that were not 
part of the problem. We did not participate in those new and exotic 
financial instruments, most of them, and probably those that did 
create them do not understand the consequences. 
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So, despite the fact that we were doing our jobs serving our com-
munities, serving our customers, the new regulations are going to 
have a tremendous adverse unintended consequence on the banks 
of my size, in my opinion. We cannot absorb the cost of compliance; 
the burden is just too great to stay in business. So I think that had 
the direction been to those that were responsible instead of the 
easy target that we turned out to be, it would have been more ef-
fective. 

Ms. JENKINS. Okay, thank you. 
Mariner, I think you mentioned in your testimony that your 

bank has expanded further into the financial services sector in 
order to hedge and diversify your profit centers. How will the en-
actment of the financial regulatory reform bill affect the way you 
and other banks do business? 

Mr. MARINER KEMPER. For the most part, our furthering of our 
diversity actually stabilizes that. It helps minimize the impact of 
the bill because most of our diversity comes from non-consumer ori-
ented business lines. Most of the pain in the bill is directed at the 
products and services that we provide for consumers as an industry 
and our diversity actually moves us away from that. So as a par-
ticular institution, our diversity helps us. 

I guess my greatest concern is that the bill has moved away from 
what its intended purpose was, and that was to address excess in 
the system and ‘‘too-big-to-fail.’’ The ‘‘too-big-to-fail’’ has many loop-
holes in it still. I think that would be something I would have you 
focus on, as to how you tighten—as Mr. Hoenig mentioned, it is 
going to be awfully hard to see what can happen over a weekend. 
So I think we focus on the ‘‘too-big-to-fail’’ issue and then as it re-
lates to the excess, bringing in the unregulated is great, but there 
are too many things in that bill that have absolutely nothing to do 
with the problems that came about. And I would ask that we try 
to minimize the impact of those things and focus on the crisis ori-
ented issues. 

Ms. JENKINS. Thank you, I yield back. 
Chairman MOORE OF KANSAS. I thank the gentlelady. The Chair 

next recognizes Congressman Cleaver for 5 minutes, sir. 
Mr. CLEAVER. Thank you, Mr. Chairman. 
Let me thank all of you for giving this kind of time to us today, 

and your testimony has been much appreciated. 
Mr. Stones, in your testimony, I agree with almost all of your 

comments, with a slight disagreement that the most misused word 
in the English language for the last 18 months is ‘‘banks.’’ I agree 
we misuse it. I think the most misused word for the last 18 months 
and the last 18 centuries is ‘‘love.’’ 

[laughter] 
Mr. STONES. I defer to that, thank you. 
Mr. CLEAVER. But my concern centers on your comments on page 

2 and they relate to the Community Reinvestment Act. The Com-
munity Reinvestment Act was approved long before any of us were 
here. In fact, I think most of us were just getting out of school 
when it was passed, but it was enacted because there was a severe 
shortage of credit in low- to moderate-income communities. And 
during this financial meltdown—actually before, from time to time, 
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we have people who say, as did you, that CRA was somehow con-
nected to the financial collapse. 

All the evidence points to the contrary. In fact, I debated this 
issue on the Floor for 1 hour, and it is one of those things that just 
continues to roll in spite of the evidence. The Federal Reserve con-
ducted a study which showed that only 6 percent of the mortgages 
that were made just prior to the collapse were made in CRA as-
sessment areas. 

The language in the bill, and I am paraphrasing it, I did not 
know I would end up talking about it, but the language in the bill 
says something like ‘‘and loans should be made with the highest 
possible prudence’’ and so forth. In hearing after hearing after 
hearing, we have asked experts, we have asked Treasury Secre-
taries, FDIC Chairs, economists who appear before our committee, 
and we have never had anyone from the expert community say that 
CRA contributed. But it is still one of those things that floats 
around out here and is said repeatedly. 

So I am just curious about your comment. 
Mr. STONES. Thank you, Representative Cleaver. I guess my 

comment is meant to talk about a broader issue. I agree with you, 
I am not convinced that Community Reinvestment Act loans in and 
of themselves were a large contributing factor to the crisis. The 
point I was trying to make was that there were laws and regula-
tions put in place, like the Community Reinvestment Act, that took 
over the free market system, in that loans were made—and again, 
not necessarily created the crisis—but loans were made, and just 
one example was the CRA. 

Loans were made that would not necessarily have been made 
otherwise, that loans were made in order to comply, to make sure 
your bank complies with CRA and, as you said, low- to moderate- 
income areas, that those individuals might not qualify for a loan. 
Now if you take that out into California and Florida and Arizona, 
and I agree these were not CRA loans that were involved in the 
crisis necessarily, but they were the same kind of loan that were 
talked about by the theory and the wont of Administration—and 
the Bush Administration was part of this also—was that homeown-
ership is the American dream and that every person should have 
the ability to own a home. That just is not going to happen in a 
real free market system. I saw evidence and stories about people 
making $100,000 in California who were purchasing $800,000 and 
$1 million dollar houses that in Kansas, there is not a bank in 
Kansas that would have made that loan. Yet, these were loans that 
were being made, piling subprime loans on top of each other to 
these consumers who had no business having those kinds of loans. 
And they were being told—and this goes to Chairman Moore’s 
question to Ton Hoenig—they were told that asset value of that col-
lateral would continue to grow and that even when they decided to 
sell, if they could no longer make those payments, that the value 
of that home would be high enough that they could sell the home, 
pay off the loan and still come away with some value in their prop-
erty. When the bubble collapsed, that just went away. 

And so the general philosophical economic point I was trying to 
make is there were policies put into place that in a totally free— 
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that allowed loans to be made that would not have been made in 
a totally free market system. 

Mr. CLEAVER. I would agree, everyone should not own a home. 
I think that was a big mistake. I have a cousin, Herman, Junior, 
and I would not sell him a $200,000 home for $200. So I agree. 

I guess my deep concern is that it has leached into the commu-
nity that somehow poor people being addressed in CRA caused the 
collapse, and so I understand what you are saying. You are saying 
that in general, pushing toward giving everybody a home loan, 
helped. But I am just—I have been pushing back against this, 
along with other members of our committee and the Fed Chairman 
and everybody else, because the Community Reinvestment Act has 
contributed to this issue. 

And I yield back no time. 
[laughter] 
Chairman MOORE OF KANSAS. I have one more question. The 

other panelists up here may have another question as well, the 
other members of our committee. 

I appreciate the concern about new rules from the Dodd-Frank 
Act, and one number used is that there are 250 new rules from it. 
Many of these rules relate to derivatives, securities and insurance 
regulation. Many only apply to the very biggest financial firms in 
the United States. 

Mr. Stones, most banks in Kansas are not engaged in derivatives 
or securities transactions; is that correct? So those rules would not 
apply to the smaller banks. Is that also correct, sir? 

Mr. STONES. I think the rules on derivatives are one of the big 
question marks in the bill. I think you are correct that the majority 
of banks in Kansas do not deal in the kinds of derivatives that 
were addressed in the law. However—and I am basing this on an-
other Wall Street Journal article which talked about the agricul-
tural community that does deal in the kinds of derivatives that 
possibly could be affected. And those, while they are not affected 
directly within the bank, are going to affect our agricultural cus-
tomers in their ability to address the risk within their crops. 

Chairman MOORE OF KANSAS. Thank you. Ms. Jenkins, do you 
have any questions? 

Ms. JENKINS. Thank you, Mr. Chairman. If I could maybe just 
ask one more at this end of the table. 

Ms. Marsh, you expressed concern in your written testimony that 
a one-size-fits-all view towards regulation stifles our efforts to do 
what we do best, which is to provide solutions to meet the financial 
needs of our members and to help grow economies. 

I happen to share that concern and, in fact, that was one of the 
many reasons that I did oppose the financial reform bill when it 
was before the House. But I would like to know, and I am just curi-
ous, is it your belief that this Dodd-Frank bill is guilty of imposing 
a one-size-fits-all view towards credit unions and could perhaps 
provide a competitive advantage to the larger institutions? And 
then, Mr. Beverlin, if you would like to comment on that as well, 
then I would yield back. Thank you. 

Ms. MARSH. I think that the devil is in the details and it will de-
pend upon the regulations that are promulgated out of the law 
itself. It has all indications that we will have some negative im-
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pact, but until we see the actual regulations—right now, the Credit 
Union National Association, our national trade association, is say-
ing that although there are over 200 sections of the law that could 
impact financial institutions, just as Chairman Moore said, some of 
them are dealing with large institution issues like derivatives. We 
estimate that it is more in the 30s to 40s that will be actually di-
rectly impacting our credit unions. 

But there are also auxiliary issues that come out of this and that 
is, right now, you being a CPA in a former life know that they are 
looking at mark-to-market of loans. Of course, we were also having 
the impact of the OTTI for us. And so things that start out simple 
in the law have a tendency to balloon and even though we really 
do not need to have mark-to-market on our loans, I think that will 
be something that will be extended out on this. And the same thing 
will happen on other parts of the Dodd-Frank. 

Mr. BEVERLIN. Just this morning, before heading over to this 
hearing, KCUA did put out an email that they feel that there are, 
as Marla said, about 35 areas that could affect credit unions. But 
it really does come down to what regulation ends up being written 
to impose those 35. And again, our fear is that we are such a small 
part of the market, that we will not be heard, we will not be looked 
at and how it might affect us versus larger financial institutions. 

Chairman MOORE OF KANSAS. Thank you. 
The Chair next recognizes Representative Cleaver for 5 minutes. 
Mr. CLEAVER. I do think that we have to be vigilant now. I think 

most people—you obviously know the difference but most people 
believe that when we pass legislation, that is it. We pass a broad 
overview of the legislation and then these various regulators will 
put all of the rules together. And I think we have to be vigilant 
during that process. 

But I love to brag about UMB and Commerce in front of our com-
mittee and in Washington. It is a great story, I think. One of the 
responses that I have gotten from some of my colleagues is that the 
Midwest is simply more conservative and some of the residue from 
the Great Depression seems to linger around in the Midwest and 
so the truth of the matter is, they did nothing special, they just 
practiced the same conservatism and that in fact prevented them 
from experiencing a problem. 

Do you think that it was just the conservative nature of banks 
in the Midwest that enabled you to have such a good record? And 
if that is the case, how do we export it? 

Either or both of you? 
Mr. MARINER KEMPER. I will take a stab at it. 
First of all, I guess if conservative is a bad word, shame on me. 

I think that I look at it as sound business practices and, if not par-
ticipating in subprime is somehow conservative, then I guess we 
are conservative. And if knowing that asset values go up and down 
is conservative, then we are conservative. Selling products we un-
derstand, if that is conservative, we are conservative. It is just 
sound business, I guess, and if that is Midwestern or conservative, 
then I guess that is what we are. 

Mr. JONATHAN KEMPER. That is a good question. I think you 
should just go back to them and tell them that we are the heart-
land of America and they should not criticize us because they are 
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criticizing what we are all about. Our basic business model is cus-
tomer oriented, community-oriented banking. And as Mariner said, 
we handle the money as if it were our own. It is backed by our own 
capital. We do not get involved in things we do not understand and 
we stress long-term relationships. That may be conservative, but it 
also happens to be best for our shareholders and best for our cus-
tomers and best for the communities we serve and we are going to 
make no apologies for it. 

Mr. CLEAVER. I am a non-conservative, and I appreciate and cele-
brate your conservative nature, and I think it has made not only 
the State and this community look good, but I think we have some 
valuable lessons for the rest of the country. 

Thank you, Mr. Chairman. 
Chairman MOORE OF KANSAS. Thanks to our panel and thanks 

to our members who appeared here today for this hearing. 
I ask unanimous consent that the following documents be made 

part of the hearing record: a letter from the National Association 
of Federal Credit Unions; a letter from Dennis McKinney, the 
Treasurer for the State of Kansas, who will be testifying at our 
hearing tomorrow at the Dole Institute in Lawrence on the topic 
of financial literacy; and a two-page document my office put to-
gether on a list of provisions where community banks, credit 
unions, and small businesses were shielded from excessive regula-
tion in the Dodd-Frank Act. 

Without objection, these documents will be made a part of the 
record. 

Again, I would like to thank our first and second panel of wit-
nesses for your testimony today. I know my colleagues and I will 
take what we learned from today’s hearing back to Washington 
with us and share it with our colleagues. 

I also want to thank Johnson County Community College for 
being such an excellent host for us today. 

I will also want to invite everyone here to attend a second field 
hearing we are doing in Kansas this week, and that will be on the 
topic of financial literacy. The hearing is open to the public and 
will begin at 10 a.m. tomorrow at the Dole Institute in Lawrence, 
Kansas. 

Finally, the Chair notes that some members may have additional 
questions for our witnesses which they may wish to submit in writ-
ing. Without objection, the hearing record will be kept open for 30 
days for members to submit written questions to these witnesses 
and to place their responses in the record. 

This hearing is adjourned, and again, I thank all of our panel 
members and I thank our colleagues up here. Thank you all. 

[Whereupon, at 10:50 a.m., the hearing was adjourned.] 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00041 Fmt 6633 Sfmt 6633 K:\DOCS\61855.TXT TERRIE



VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00042 Fmt 6633 Sfmt 6633 K:\DOCS\61855.TXT TERRIE



(37) 

A P P E N D I X 

August 23, 2010 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00043 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE



38 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00044 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
00

1



39 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00045 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
00

2



40 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00046 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
00

3



41 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00047 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
00

4



42 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00048 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
00

5



43 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00049 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
00

6



44 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00050 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
00

7



45 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00051 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
00

8



46 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00052 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
00

9



47 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00053 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
01

0



48 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00054 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
01

1



49 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00055 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
01

2



50 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00056 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
01

3



51 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00057 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
01

4



52 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00058 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
01

5



53 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00059 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
01

6



54 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00060 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
01

7



55 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00061 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
01

8



56 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00062 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
01

9



57 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00063 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
02

0



58 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00064 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
02

1



59 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00065 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
02

2



60 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00066 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
02

3



61 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00067 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
02

4



62 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00068 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
02

5



63 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00069 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
02

6



64 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00070 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
02

7



65 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00071 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
02

8



66 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00072 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
02

9



67 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00073 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
03

0



68 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00074 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
03

1



69 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00075 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
03

2



70 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00076 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
03

3



71 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00077 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
03

4



72 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00078 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
03

5



73 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00079 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
03

6



74 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00080 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
03

7



75 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00081 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
03

8



76 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00082 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
03

9



77 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00083 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
04

0



78 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00084 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
04

1



79 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00085 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
04

2



80 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00086 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
04

3



81 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00087 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
04

4



82 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00088 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
04

5



83 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00089 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
04

6



84 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00090 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
04

7



85 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00091 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
04

8



86 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00092 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
04

9



87 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00093 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
05

0



88 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00094 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
05

1



89 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00095 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
05

2



90 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00096 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
05

3



91 

VerDate Nov 24 2008 11:18 Dec 06, 2010 Jkt 061855 PO 00000 Frm 00097 Fmt 6601 Sfmt 6601 K:\DOCS\61855.TXT TERRIE 61
85

5.
05

4


		Superintendent of Documents
	2023-02-09T12:22:26-0500
	Government Publishing Office, Washington, DC 20401
	Government Publishing Office
	Government Publishing Office attests that this document has not been altered since it was disseminated by Government Publishing Office




