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Mr. GRAMM. Mr. President, I ask the 

distinguished Senator from West Vir-
ginia to add me as a cosponsor to that 
resolution, if he would. 

Mr. BYRD. I thank the distinguished 
Senator. Mr. President, I make that re-
quest. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. BYRD. Mr. President, I have re-
trieved my resolution from the desk. I 
ask unanimous consent that S. Res. 94 
be printed in the RECORD. 

There being no objection, the resolu-
tion was ordered to be printed in the 
RECORD, as follows: 

S. RES. 94 
Whereas on March 31, 1999, Staff Sergeant 

Andrew A. Ramirez, Staff Sergeant Chris-
topher J. Stone, and Specialist Steven M. 
Gonzales were taken prisoner by the armed 
forces of the Federal Republic of Yugoslavia 
while on patrol along the Macedonia-Yugo-
slav border; 

Whereas Sergeant Ramirez, Sergeant 
Stone, and Specialist Gonzales conducted 
themselves throughout their ordeal with dig-
nity, patriotism, and faith; 

Whereas the Reverend Jesse Jackson led a 
delegation of religious leaders to the Federal 
Republic of Yugoslavia that succeeded in ne-
gotiating the release of Sergeant Ramirez, 
Sergeant Stone, and Specialist Gonzales; and 

Whereas the Reverend Jesse Jackson has 
previously succeeded in securing the release 
of hostages held in Syria, Cuba, and Iraq: 
Now, therefore, be it 

Resolved, That— 
(1) the Senate commends the Reverend 

Jesse Jackson for his successful efforts in se-
curing the release of Sergeant Ramirez, Ser-
geant Stone, and Specialist Gonzales, and for 
his leadership and actions arising from his 
deep faith in God; and 

(2) the Senate joins the families of Ser-
geant Ramirez, Sergeant Stone, and Spe-
cialist Gonzales in expressing relief and joy 
at their safe release. 

f 

FINANCIAL SERVICES 
MODERNIZATION ACT OF 1999 

The Senate resumed consideration of 
the bill. 

Mr. ALLARD addressed the Chair. 
The PRESIDING OFFICER. The Sen-

ator from Colorado. 
Mr. ALLARD. Mr. President, I rise in 

support of S. 900, the financial mod-
ernization bill. I supported this legisla-
tion as a member of the Banking Com-
mittee, and I commend Chairman 
GRAMM for the excellent work he has 
done in bringing this bill to the floor. 
The chairman has worked very hard to 
craft a bill that makes sense. It is bal-
anced and will benefit our economy. 

This legislation is designed to mod-
ernize America’s financial services in-
dustry by providing a sensible frame-
work for the affiliation of banks, secu-
rities firms, insurance companies, and 
other financial institutions. It is, of 
course, very difficult to craft a com-
promise that is acceptable to many di-
verse interests, but it is necessary that 
we do so. 

Much of our financial services indus-
try is governed by laws written in the 

1930s. Congress has struggled with this 
issue for many years. I am hopeful that 
this is finally the year we enact this 
legislation. 

I will focus my comments on several 
issues concerning community banks. 

In Colorado, the community bank is 
an important institution. It is the cen-
ter of many of our towns and rural 
areas. I have worked hard to represent 
their interests in the Banking Com-
mittee. I am a supporter of the provi-
sions in this bill to exempt small rural 
banks from the Community Reinvest-
ment Act. For small banks, the CRA, 
or Community Reinvestment Act, is a 
regulatory burden. While a large bank 
can often devote an entire department 
to CRA compliance, a small bank has 
to divert scarce resources toward com-
pliance. Each of these small banks is 
required to undergo regular exams and 
actually designate a CRA compliance 
officer. This makes little sense when 
one recognizes that small rural banks 
could not survive if they did not invest 
in the community. Frankly, where else 
could they put their money? 

I will read a few excerpts from Colo-
rado banks on this very important 
point. 

From the First National Bank of 
Stratton: 

Your amendment removing the CRA re-
quirement will have a positive benefit for 
small community banks located in non-
metropolitan areas. As a small community 
bank in a town of 700, the employees and the 
bank’s officers are already involved in lit-
erally everything going on in the town. The 
CRA requirement provides a burdensome 
paper and personnel requirement for small 
community banks. 

Remember, this is coming from a 
bank in a town of only 700 people. 

Then from the First National Bank 
of Cortez: 

In our bank, our compliance officer spends 
a great deal of time preparing documents for 
the CRA file and Bank Examiners. We esti-
mate that it takes 80 to 100 hours each year 
to update the CRA file, and to date, we have 
never had a customer ask to see the file. 

Then from the First National Bank 
in Las Animas and La Junta: 

I strongly support the provision to remove 
the onerous requirements of the CRA from 
small rural banks. We serve our communities 
well and if we do not serve the needs of our 
community we will not exist. 

From the Kirk State Bank: 
As a small rural bank, the CRA is a bur-

densome regulation. In reality, small banks 
and small communities have to be good com-
munity citizens to be successful and a bu-
reaucratic regulation does nothing to im-
prove the situation. 

Mr. President, I ask unanimous con-
sent to have the text of these letters 
and others from Colorado bankers 
printed in the RECORD. 

There being no objection, the mate-
rial was ordered to be printed in the 
RECORD, as follows: 

THE FIRST NATIONAL BANK 
OF STRATTON, 

Stratton, CO, March 29, 1999. 
Hon. PHIL GRAMM, 
Chairman, Committee on Banking, Housing and 

Urban Affairs, U.S. Senate, Washington, 
DC. 

DEAR SENATOR GRAMM: Your amendment 
removing the CRA requirement will have a 
positive benefit for small community banks 
located in Non-metropolitan areas. As a 
small community bank in a town of 700, the 
employees and the bank’s officers are al-
ready involved in literally everything going 
on in the town. The CRA requirement pro-
vides a burdensome paper and personnel re-
quirement for small community banks. 

Your support of this amendment is greatly 
appreciated. 

Yours Truly, 
DANA M. SIEKMAN, 

Vice President. 

FIRST NATIONAL BANK, CORTEZ, 
Cortez, CO, March 30, 1999. 

Hon. PHIL GRAMM, 
Chairman, Committee on Banking, Housing and 

Urban Affairs, Washington, DC. 

DEAR SENATOR GRAMM: Thank you for your 
letter of inquiry regarding our position on 
your amendment to exempt banks less than 
$100 million in aggregate assets from the 
CRA regulation. 

Needless to say, I am very proud of you and 
your committee and strongly desire that this 
amendment be passed. 

In our bank, our compliance officer spends 
a great deal of time preparing documents for 
the CRA file and Bank Examiners. We esti-
mate that it takes 80 to 100 hours each year 
to update the CRA file, and to date, we have 
never had a customer request to see the file. 
Of course the Bank examiners do request 
this information. We find that this regula-
tion is completely worthless and of no ben-
efit at all. 

Also, in my opinion the whole CRA regula-
tion should be disposed of, since it does not 
apply to others in the financial industry. 

Very truly yours, 
DONALD G. HALEY, 

President. 

THE FIRST NATIONAL BANK, 
Las Animas, CO, March 29, 1999. 

Hon. PHIL GRAMM, 
Chairman, U.S. Senate Committee on Banking, 

Housing and Urban Affairs, Washington, 
DC. 

DEAR SENATOR GRAMM: I appreciated your 
letter of March 22, inquiring about the finan-
cial services modernization bill and the ex-
emption from the requirements of CRA for 
smaller rural banks, such as our own. Al-
though I do not believe many of the aspects 
of the financial services modernization bill 
are in the best interest of our nation I 
strongly support the provision to remove the 
onerous requirements of the CRA from small 
rural banks. We serve our communities well 
and if we do not serve the needs of our com-
munities we will not exist. The CRA require-
ments, are in many cases, counter-produc-
tive and anything that can be done to re-
move the bureaucracy involved in that would 
be appreciated. Thank you again for solic-
iting input. 

Sincerely, 
DALE L. LEIGHTY, 

President. 
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THE KIRK STATE BANK, 

Kirk, CO, March 31, 1999. 
Senator PHIL GRAMM, 
U.S. Senate, Committee on Banking, Housing 

and Urban Affairs, Washington, DC. 
DEAR SENATOR GRAMM: Thank you for your 

letter of March 22, 1999 regarding the CRA 
Amendment. 

As a small rural bank, the CRA is a bur-
densome regulation. In reality, small banks 
in small communities have to be good com-
munity citizens to be successful and a bu-
reaucratic regulation does nothing to im-
prove the situation. 

Very truly yours, 
L.E. HOUSE, 

President. 

FOOTHILLS BANK, 
Wheat Ridge, CO, April 13, 1999. 

Hon. PHIL GRAMM, 
Chairman, Banking Committee, U.S. Senate, 

Washington, DC. 
DEAR SENATOR GRAMM: The Community 

Reinvestment Act has outlived it’s useful-
ness, and was never fairly implemented to 
included all financial institutions. It was a 
government hammer to force banks to make 
loans and open branches that were not pru-
dent. Enforcement of discrimination laws 
produces better results. 

Please hold firm on exempting banks with 
less than $100 million in assets from CRA re-
quirements during your consideration of the 
Financial Services Modernization bill. The 
exemption should be at the $500 million 
level, if not removed altogether, and all fi-
nancial institutions (lenders) should be in-
cluded; such as Credit Unions. 

Finally, please remember, this great Coun-
try’s economic health is largely based on the 
freedom of individuals who take the risk of 
opening a small business, and a small bank is 
a small business. The less government regu-
lation for small banks the better we can 
compete with large banks who have full time 
staffs to handle regulatory requirements. As 
the President of a small bank that I started 
after a large bank purchased the bank I had 
worked at for 20+ years, and let me go at the 
ripe old age of 49 years, I wear many hats 
and spend much of my mornings reviewing 
stacks of regulatory correspondence. Any re-
lief will be appreciated. 

Sincerely, 
JOE L. WILLIAMS, 

President & CEO. 

FIRST NATIONAL BANK 
OF CANON CITY, 

Cañon City, CO, April 7, 1999. 
Hon. PHIL GRAMM, 
Chairman, Committee on Banking, Housing and 

Urban Affairs, U.S. Senate, Washington, 
DC. 

DEAR SENATOR GRAMM: We support your 
thoughts that rural banks of less than $100 
million in assets should be exempt from the 
provisions of CRA. In my thirty years of 
banking, I can honestly say that CRA com-
pliance issues in a bank of this size ($95 mil-
lion in assets in a community of less than 
50,000 people)are unnecessary. This bank and 
every other rural bank, by their very nature, 
are leaders and innovators in meeting the 
credit needs of the citizens and businesses in 
communities in which they are located. 

Our directors, officers and employees, for 
the most part, were born and raised in this 
community and they volunteer untold num-
bers of hours to community organizations 
and governmental agencies. While attending 
these events, we have and take the oppor-
tunity to listen to the needs of the commu-

nity and to communicate our products and 
services accordingly. We often develop new 
products and services, or actually sponsor 
events, to satisfy specific needs based on 
feed-back we have received from the commu-
nity. 

The present CRA examination procedures 
for small banks have already been simplified 
to the point, that the remaining procedures 
are nothing more than an exercise in futil-
ity. The results prove nothing that the ex-
aminer doing the work and the bank being 
examined does not already know. The bank 
is truly meeting the community’s credit 
needs and there is no discrimination or red-
lining taking place. Eliminating small rural 
banks from any and all CRA requirements 
would be cost effective and will permit bank 
examiners to focus on safety and soundness 
areas that are truly meaningful and effective 
in the examination process. 

Respectfully yours, 
WILLIAM H. PAOLINO, 

Sr. V.P. and Cashier. 

PAONIA STATE BANK, 
Paonia, CO, April 1, 1999. 

Senator PHIL GRAMM, 
Chairman, Committee on Banking, Housing, & 

Urban Affairs, U.S. Senate, Washington, 
DC. 

DEAR SENATOR GRAMM: Thank you for your 
letter of March 22, 1999, received today. 
Please be advised that we do support the 
amendment to the Financial Services Mod-
ernization bill, to exempt banks with less 
than $100 million in assets and in non-metro-
politan areas, from CRA requirements. 

We believe that mall community banks 
have more than demonstrate that we must 
reinvent in our communities on a wide basis, 
simply to continue in business. With the 
high levels of competition in the market-
place, we do not have any alternative but to 
complete rigorously, and that means cov-
ering all areas and segments of our popu-
lation and service areas, with full and com-
plete banking services. The costs of doing so 
are enormous without the added costs of doc-
umentation of compliance with CRA. It will 
be more helpful to small community banks 
like ours to be relieved of such burden, and 
we thank you for pursuing the amendment. 

Sincerely, 
CLINTON W. BOOTH, 

President & CEO. 

THE GUNNISON BANK 
AND TRUST COMPANY, 

Gunnison, CO, April 9, 1999. 
Hon. PHIL GRAMM, 
Committee on Banking, Housing, and Urban Af-

fairs, Washington, DC. 
DEAR SENATOR GRAMM: Thank you for your 

letter regarding the pending financial mod-
ernization legislation. While I applaud your 
support of regulatory relief from the burdens 
of the Community Reinvestment Act for 
small rural banks, there continue to be pro-
visions of the financial modernization legis-
lation that concerns me. I believe, as does 
the Independent Bankers of Colorado on 
whose Board I am a member, that the finan-
cial modernization bill as it is currently 
written is harmful to community bank inter-
ests. 

We support the closure of the unitary 
thrift holding company loophole through 
which an increasing number of non-banking 
firms are acquiring thrifts. We agree with 
the Federal Reserve, Independent Bankers’ 
of America Association and American Bank-
ers’ Association that this loophole allows the 
mixing of banking and commerce and the 

entry of non-federally insured entities to the 
payments system and discount window. 
Without a payments system reserved solely 
for federally insured financial institutions 
the future of community banking is doubt-
ful. Community banks cannot compete effec-
tively against a combination of the coun-
try’s largest banking, financial and commer-
cial firms. These combined entities would 
own and control products and services vital 
to the continuing viability of community 
banks. Moreover, they would control access 
to the payments system the lifeblood of com-
munity banks and communities throughout 
Colorado and the nation, especially of our 
rural community banks and communities. 

For these same reasons, we oppose any 
commercial basket that allows a bank to in-
vest its revenues in commercial firms-the 
mixing of banking and commerce. Commu-
nity banks cannot compete effectively 
against financial and commercial conglom-
erates that will control a variety of commer-
cial and consumer markets. 

We support an increase in community bank 
access to the Federal Home Loan Bank 
(FHLB) by according membership to the 
FHLB for all banks less than $500 million in 
assets and by including agricultural and 
small business paper as eligible collateral. 
Alternative sources of funding are becoming 
increasingly expensive for community banks 
to acquire. Increased access to the FHLB 
will help to ensure an additional, affordable 
source of funds for community bank lending, 
particularly rural community bank lending. 
Without affordable sources of funding, com-
munity banks cannot adequately support 
their local communities. 

Community banks remain concerned about 
the insurance provisions that may be in-
cluded in financial modernization legisla-
tion. We urge that Congress not take any 
legislative steps that would hinder commu-
nity bank insurance activities. Community 
banks must retain the authority to engage 
in insurance activities to be able to compete 
effectively against big banks, insurance com-
panies and financial conglomerates con-
trolled by unitary thrift holding companies 
that are increasingly in pursuit of commu-
nity bank customers. 

Thank you for seeking my input into your 
laudable efforts to reach a comprise on fi-
nancial modernization that benefits all par-
ties. 

With Sincere Regards, 
TOM L. HAVENS, 

President. 

THE FIRST NATIONAL BANK 
OF STRATTON, 

Stratton, CO, March 26, 1999. 
Hon. PHIL GRAMM, 
Chairman, Committee On Banking, Housing & 

Urban Affairs, U.S. Senate, Washington, 
DC. 

DEAR SENATOR GRAMM: I would like to 
thank you for your support in the Senate 
Banking Committee, concerning your pro-
posal to exempt Banks with under one hun-
dred million in assets, from the Community 
Reinvestment Act. 

We strongly support this exemption. We 
are all over burdened with regulatory re-
quirements and CRA is at the top of this list. 
We have devoted countless hours and thou-
sands of reams of paper to be outstanding in 
our CRA Reports. 

It is a well known and documented fact 
that any Bank surviving in the 80’s and into 
the 90’s who is not meeting the requirements 
of the Community Reinvestment Act, is not 
succeeding. Most small Banks not in the 
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metropolitan setting perform all the acts, re-
quired under CRA, in their daily survival. 

It might be further interesting to note 
that due to the change in the matrix and 
composition of the requirements for an out-
standing CRA rural Banks find it very dif-
ficult to receive an outstanding. We had 
worked diligently and faithfully to maintain 
an outstanding CRA Rating and then with 
the change of rules we are almost excluded 
by a definition form being able to obtain an 
outstanding rating and have to be satisfied 
with merely a satisfactory. 

This again points up the fact that there is 
no reason to go through that gyration to be 
only satisfactory, as we certainly are satis-
fied in the daily performance of our Banking 
lives. We are all concerned about the Com-
munity and daily make every effort to en-
hance the Communities which we serve. 

We therefore highly support the exemption 
of this requirement on the smaller institu-
tions. It would save us dollars and cents, but 
more importantly would allow us the time to 
get out of the office, away from the paper 
work requirements and actually serve the 
customers as we intend to. It would also help 
provide one less unfair advantage to small 
Banks concerning our Credit Union struggles 
and brings us one step closer to a level play-
ing field. Credit Unions are not required to 
be under any CRA requirements. 

I thank you for the opportunity to be 
heard and to support your efforts on the Fi-
nancial Modernization Bill. We also would 
ask for your support in closing the unitary 
thrift loophole which is detrimental to the 
small Banks and the Banking payment sys-
tem in general. We believe these two items 
are of the highest priority in the up coming 
Modernization Bill. 

Respectfully, 
ROBERT L. TODD, 

President. 

Mr. ALLARD. Mr. President, these 
letters contain a number of views on 
the CRA and other provisions of the 
bill. 

Now I want to talk about taxes. For 
over a year now, I have been working 
on legislation to reduce the tax burden 
on small banks. Last week, I intro-
duced S. 875 along with Chairman 
GRAMM and Senators BENNETT, ABRA-
HAM, HAGEL, ENZI, MACK, GRAMS and 
SHELBY. 

This legislation expands the sub-
chapter S option for small banks. Sub-
chapter S is a portion of the Tax Code 
designed for small businesses with a 
modest number of shareholders. The 
most important feature of subchapter 
S is that it eliminates the double tax-
ation faced by corporations. Sub-
chapter S businesses are taxed only at 
the shareholder level. 

Congress made this provision avail-
able to banks 3 years ago. Since then, 
nearly 1,000 small banks have con-
verted from C corporations to S cor-
porations. Unfortunately, many more 
would like to convert. They are pre-
vented from doing so by a number of 
remaining obstacles in the tax law. 

My legislation would change this by 
making subchapter S available to 
many more banks. I will be working 
closely with Senator GRAMM and the 
Finance Committee in the months to 
come in an attempt to include this leg-
islation in a tax bill. 

Mr. President, I will include a full de-
scription of the provisions of my bill at 
the end of these comments. 

I also want to talk briefly about one 
additional matter that has come to my 
attention. This is a proposal to permit 
banks to be organized as limited liabil-
ity companies, or LLCs. LLCs were 
first created in the mid-1980s and have 
spread throughout the Nation. Vir-
tually every State now permits busi-
nesses to be organized as LLCs, as well 
as corporations and partnerships. The 
tax benefit of an LLC is similar to that 
of a subchapter S corporation. Double 
taxes are eliminated and taxes are paid 
at the level of the owners. Up to this 
point, Federal law had limited banks to 
the corporate form. 

In recent years, a number of experts 
have questioned this restriction, and 
there appear to be good reasons why we 
may wish to examine permitting small 
banks to be organized as LLCs. 

I will provide the chairman with lan-
guage on this point and ask that he 
take a good look at it. I want to thank 
Chairman GRAMM, once again, for his 
hard work on this bill. I have been 
pleased to be a member of the Banking 
Committee, and I am pleased to sup-
port the legislation. 

Mr. President, I ask unanimous con-
sent that an explanation of my legisla-
tion be printed in the RECORD. 

There being no objection, the mate-
rial was ordered to be printed in the 
RECORD, as follows: 
SMALL BUSINESS AND FINANCIAL INSTITUTIONS 

TAX RELIEF ACT OF 1999 LEGISLATION TO 
REDUCE THE FEDERAL TAX BURDEN ON 
SMALL BANKS 
This legislation expands Subchapter S of 

the IRS Code. Subchapter S corporations do 
not pay corporate income taxes, earnings are 
passed through to the shareholders where in-
come taxes are paid, eliminating the double 
taxation of corporations. By contrast, Sub-
chapter C corporations pay corporate income 
taxes on earnings, and shareholders pay in-
come taxes again on those same earnings 
when they pass through as dividends. Sub-
chapter S of the IRS Code was enacted in 
1958 to reduce the tax burden on small busi-
ness. The Subchapter S provisions have been 
liberalized a number of times over the last 
two decades, significantly in 1982, and again 
in 1996. This reflects a desire on the part of 
Congress to reduce taxes on small business. 

This S corporation legislation would ben-
efit many small businesses, but its provi-
sions are particularly applicable to banks. 
Congress made S corporation status avail-
able to small banks for the first time in the 
1996 ‘‘Small Business Job Protection Act’’ 
but many banks are having trouble quali-
fying under the current rules. The proposed 
legislation: 

Permits S corporation shares to be held as 
Individual Retirement Accounts (IRAs), and 
permits IRA shareholders to purchase their 
shares from the IRA in order to facilitate a 
Subchapter S election. 

Clarifies that interest and dividends on in-
vestments maintained by a bank for liquid-
ity and safety and soundness purposes shall 
not be ‘‘passive’’ income. This is necessary 
because S corporations are restricted in the 
amount of passive investment income they 
may generate. 

Increases the number of S corporation eli-
gible shareholders from 75 to 150. 

Provides that any stock that bank direc-
tors must hold under banking regulations 
shall not be a disqualifying second class of 
stock. This is necessary because S corpora-
tions are permitted only one class of stock. 

Permits banks to treat bad debt charge 
offs as items of built in loss over the same 
number of years that the accumulated bad 
debt reserve must be recaptured (four years) 
for built in gains tax purposes. This provi-
sion is necessary to properly match built in 
gains and losses relating to accounting for 
bad debts. Banks that are converting to S 
corporations must convert from the reserve 
method of accounting to the specific charge 
off method and the recapture of the accumu-
lated bad debt reserve is built in gain. Pres-
ently the presumption that a bad debt 
charge off is a built in loss applies only to 
the first S corporation year. 

Clarifies that the general 3 Year S corpora-
tion rule for certain ‘‘preference’’ items ap-
plies to interest deductions by S corporation 
banks, thereby providing equitable treat-
ment for S corporation banks. S corpora-
tions that convert from C corporations are 
denied certain interest deductions (pref-
erence items) for up to 3 years after the con-
version, at the end of three years the deduc-
tions are allowed. 

Provides that non-health care related 
fringe benefits such as group-term life insur-
ance will be excludable from wages for 
‘‘more-than-two-percent’’ shareholders. Cur-
rent law taxes the fringe benefits of these 
shareholders. Health care related benefits 
are not included because their deductibility 
would increase the revenue impact of the 
legislation. 

Permits Family Limited Partnerships to 
be shareholders in Subchapter S corpora-
tions. Many family owned small businesses 
are organized as Family Limited Partner-
ships or controlled by Family Limited Part-
nerships for a variety of reasons. A number 
of small banks have Family Limited Part-
nership shareholders, and this legislation 
would for the first time permit those part-
nerships to be S corporation shareholders. 

Permits S corporations to issue preferred 
stock in addition to common. Prohibited 
under current law which permits S corpora-
tions to have only one class of stock. Be-
cause of limitations on the number of com-
mon shareholders, banks need to be able to 
issue preferred stock in order to have ade-
quate access to equity. 

Reduces the required level of shareholder 
consent to convert to an S corporation from 
unanimous to 90 percent of shares. Non-con-
senting shareholders retain their stock, with 
such stock treated as C corporation stock. 
The procedures for consent are clarified in 
order to streamline the process. 

Clarifies that Qualified Subchapter S Sub-
sidiaries (QSSS) provide information returns 
under their own tax id number. This can help 
avoid confusion by depositors and other par-
ties over the insurance of deposits and the 
payer of salaries and interest. 

Mr. ALLARD. Mr. President, I yield 
back my time. 

Mr. SCHUMER addressed the Chair. 
The PRESIDING OFFICER. The Sen-

ator from New York is recognized. 
Mr. SCHUMER. Mr. President, I rise 

to address the issue of the financial 
services legislation now before us. Like 
many of my colleagues, Mr. President, 
this marks my 19th year of trying to 
improve financial services. We haven’t 
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done much in 19 years, but I am hoping 
this 20th year is the charm. 

Today, however, regrettably I have a 
few doubts. As much as anyone in the 
Senate, I want to see modernization 
pass, and I want to see it pass now. The 
bill is critical to the vitality of New 
York’s economy. New York City is the 
financial capital of the world. 

As I have said time and time again, 
financial modernization legislation is 
critical to ensuring that our financial 
institutions are competitive at home 
and abroad. Because of the 
entrepreneurialness of America, par-
ticularly in financial services, we 
dominate the world. Hundreds of thou-
sands, if not millions, of people are em-
ployed in every one of the 50 great 
States because of our dominance in 
this area. And even as things that have 
happened in America spread to Europe 
and Asia, it is more and more Amer-
ican companies that are taking the 
lead and doing them. That is because 
we are technologically, entrepreneur-
ially, and in innovation ahead of just 
about every other country in the world 
in financial services. So today we are 
the financial capital. We are the lead-
ers. But we may not be tomorrow. Our 
superiority is not some historical in-
evitability. We need to compete in 
order to win. And we cannot compete 
in the present context of the laws. 

Mr. President, when I came to the 
Congress in 1981, I was strongly sup-
portive of the Glass-Steagall law. It 
seemed to me very simple—that while 
my inclination would be to allow finan-
cial institutions to do whatever they 
chose, they should not take part in 
risky activities with insured dollars. In 
those days, many of the banking insti-
tutions in the country wanted to use 
their insured dollars for the riskiest of 
activities. Some of us, even back in the 
early eighties, warned against it, and 
we were like voices against the wind. 

I will never forget an amendment of 
the Banking Committee in the House, 
sponsored by the gentleman from Lou-
isiana, Mr. Roemer, and myself, that 
said no S&L, for instance, could use in-
sured dollars for equity investments in 
real estate. It lost by one vote. Had it 
passed, America would have saved $200 
billion. 

But as a result of the awful S&L cri-
sis, we were able to come closer to-
gether on financial services. One of the 
great ironies is that in the early 
eighties, when many had said let every-
body do everything, even with insured 
dollars, and they deadlocked with 
those of us who felt—some felt that 
each institution should be pigeon- 
holed, but others felt don’t pigeon-hole 
institutions but pigeon-hole insured 
dollars and make sure they only go to 
low-risk types of activities. But the 
S&L crisis allowed us to come together 
because everyone realized that insured 
dollars should not be used for risky ac-
tivities. 

And so in the early and middle nine-
ties, legislation was crafted that al-
lowed institutions to underwrite, sell, 
and even be agents for all varieties of 
financial services, but that successfully 
walled off insured dollars from the rest. 
This is good legislation. And so in the 
last few years, I—who was regarded, I 
guess, as one of the leading opponents 
of modernization—became an advocate. 
I was proud to support the moderniza-
tion bill that reached the floor of the 
House last year. In fact, I persuaded a 
good number of my New York col-
leagues to support it and it passed by 
one vote. 

We found a good model, Mr. Presi-
dent; we ought to stick with it. There 
was balance in that model. There was 
bipartisanship in that model. It 
worked. Yet, we come here to the floor 
of the Senate today, with financial 
services at risk. They are at risk be-
cause even though we had a plan that 
had almost everyone’s support, that is 
not the bill coming to the floor today. 

One of the main sticking points is 
CRA. CRA is supported by most of the 
financial institutions in my State, 
while those who seek to lift CRA say 
that it is a terrible burden for the fi-
nancial institutions. I seem to hear 
that more from some of my colleagues 
in the Senate than from the institu-
tions that it is supposed to help. In 
fact, if you surveyed the major banks 
and major insurance companies and 
major securities firms in my State of 
New York, almost every one would say 
they were happy to support last year’s 
H.R. 10 and would be happy to support 
it again this year. 

They realize that CRA has been an 
important tool for building commu-
nities across America. It has been at 
work in my State, whether it be in the 
inner city, which in the past was 
starved for capital, or whether it be in 
rural areas, also starved for capital. In-
dividuals, homeowners, small builders, 
small business people, from the Adiron-
dack Mountains and from the South 
Bronx, have come and said, ‘‘Senator, 
make sure we keep CRA.’’ 

The amazing thing is that CRA has 
worked. While in the past financial in-
stitutions, banks, would write off 
whole areas because it was hard to find 
the good loans, the economical loans, 
CRA forced them to go in and now they 
find they are making money by lending 
money in rural areas and inner-city 
areas. So it works. All of a sudden, we 
see that these provisions, widely ac-
cepted by the industry, widely accepted 
in a bipartisan measure in the House 
this year, accepted last year by the 
Senate Banking Committee by a 16–2 
vote margin, are ready to scuttle the 
whole bill. 

Let me say this: I fear that the Com-
munity Reinvestment Act provisions in 
the bill before us would doom mod-
ernization’s failure once again, doom 
modernization to partisanship, doom 

modernization to a Presidential veto. 
It cannot and should not be the mon-
key wrench that grinds modernization 
to a halt. CRA or removing CRA should 
not be the monkey wrench that grinds 
modernization to a halt. 

I greatly respect the views of our 
chairman. He is a towering intellect— 
somebody I joust with on many occa-
sions and have always done it in a re-
spectful way so that we each enjoyed it 
and went away shaking hands. 

I say to my chairman that I under-
stand his strongly held views. But if 
you believe that financial moderniza-
tion is important, given the consensus 
that CRA has built through most parts 
of this country and among most Mem-
bers of both parties—the House, for in-
stance, passed a bill with a similar 
CRA provision as the Sarbanes sub-
stitute by a 51 to 8 margin—I ask the 
chairman to reexamine it, and again 
not have his strong feelings about CRA 
be the monkey wrench that undoes the 
whole financial services construct. 

Strangely enough, it is not the pas-
sions of the many in the House but 
rather the passions of the few in the 
Senate that are causing us problems 
today. This is a reversal of what has 
usually happened. 

The bill’s provisions that undermine 
CRA will clearly cause a Presidential 
veto. It caused all of the Democrats on 
the committee to vote against the bill. 

One thing we have learned in finan-
cial services in this long, tortuous, and 
sad history is that unless we have bi-
partisan support, a bill such as this 
with so many conflicting interests will 
fail. It is my hope we can today move 
this bill forward by setting aside par-
tisanship and confrontation and replac-
ing it with pragmatism and com-
promise. 

There are certain provisions in the 
Democratic substitute that I don’t par-
ticularly like. I am giving serious 
thought to the affiliate op-sub issue. In 
the past I have strongly been for the 
affiliates for the same Glass-Steagall 
reasons I mentioned before. I talked to 
the Secretary of the Treasury, who 
feels strongly on the other side, and he 
has modified the bill to meet some of 
the objections I have. But I don’t want 
to let my views on that issue hold up 
the bill. 

It is my hope similarly with CRA 
that we will act with dispatch. It is my 
hope that the Senate will adopt the 
CRA provisions of the Democratic sub-
stitute and we can move this bill for-
ward to conference assured that we 
have created a bill that has sufficient 
support to pass the Senate on a bipar-
tisan basis, assured that we have cre-
ated a bill that will finally, after 20 
years, be signed into law. 

Thank you, Mr. President. 
Mr. SARBANES addressed the Chair. 
The PRESIDING OFFICER. The Sen-

ator from Maryland. 
Mr. SARBANES. Mr. President, we 

have been trying to accommodate 
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Members who wish to make opening 
statements. We have been forbearing 
on offering the substitute, which is in 
order under the agreement as the first 
amendment. I guess I am really just 
trying to let colleagues know that I am 
sort of close to being ready to offer the 
substitute. I don’t know whether there 
are others who want to make an open-
ing statement before we get to that. I 
see the Senator from Nebraska may be 
interested in doing so. I withhold. Ob-
viously, Members, once the substitute 
is offered, can make statements, too. 
But I withhold. I see the Senator is 
seeking recognition. 

Mr. ALLARD addressed the Chair. 
The PRESIDING OFFICER. The Sen-

ator from Colorado. 
Mr. ALLARD. Mr. President, on this 

side I think we have at least two Mem-
bers right now who want to be recog-
nized to make opening statements. I 
request we go ahead and give them an 
opportunity to do that. 

Mr. HAGEL addressed the Chair. 
The PRESIDING OFFICER. The Sen-

ator from Nebraska. 
Mr. HAGEL. Thank you, Mr. Presi-

dent. 
Mr. President, I rise today in support 

of S. 900, the Financial Services Mod-
ernization Act of 1999. As a member of 
the Senate Banking Committee, I am 
proud to have played a small role in 
writing this bill. 

America’s financial services compa-
nies operate under a regulatory regime 
that dates back to the Great Depres-
sion. Our banks, insurance, and securi-
ties firms are bound by artificial bar-
riers that do not recognize the current 
realities of the global marketplace. 
The reality is this: That the line sepa-
rating these industries have been 
blurred by the evolution of new finan-
cial products and technology. 

Securities firms, insurance compa-
nies, and banks already affiliate with 
one another, because the marketplace 
demands it. However, these affiliations 
cannot lead to full and fair competi-
tion or the full potential benefits for 
consumers because of the Glass- 
Steagall Act and its legal barriers. 

Clearly, it is time for Congress to 
modernize U.S. financial service regu-
lations and introduce full and open 
competition across the banking securi-
ties and insurance industries. S. 900 
would accomplish that. 

Passage of this bill will benefit con-
sumers in two basic ways: First, allow-
ing competition among banks, securi-
ties firms, and insurance companies 
will lead to lower costs and higher sav-
ings for consumers. Second, this com-
petition will strengthen our financial 
service firms that are integral to the 
health of the American economy. 

A 1995 Bureau of Economic Analysis 
report estimated that increased com-
petition in the financial services indus-
try would save consumers nearly $3 bil-
lion a year. I realize, Mr. President, 

that $3 billion may not seem to be a 
large figure around here, but in places 
such as Scottsbluff, NE, and other 
towns in my State that is real money. 

If we don’t modernize our laws gov-
erning the delivery of financial serv-
ices, then we will put our companies 
and our industries at a severe dis-
advantage in the global arena. 

Today, the United States is the world 
leader in financial services. We must 
not jeopardize this position through 
congressional inaction. Just as exports 
of manufactured goods and commod-
ities have become increasingly impor-
tant to the growth of our Nation’s 
economy, so are our exports of finan-
cial services very important to our 
economy’s growth. 

Our global position was strengthened 
by the conclusion of a historic finan-
cial services side agreement to the 
Uruguay Round of GATT. It is ironic 
that the United States pushed hard for 
this agreement to reduce barriers to 
competition abroad while our domestic 
market continues to operate under a 
1930s regulatory regime. It is time to 
tear down barriers to competition in 
our domestic markets and ensure that 
our industries are able to continue to 
compete at home and abroad. 

The members of the Senate Banking 
Committee took a hard look at this im-
portant issue surrounding financial 
modernization. S. 900 balances the 
sense of urgency surrounding passage 
of financial services reform legislation 
with the need to ensure that the legis-
lation responds to future marketplace 
dynamics and not just to today’s reali-
ties and political pressures. 

Is this legislation perfect? No, it is 
not perfect. There are far too many 
competing and important interests in-
volved in this legislation. And perfec-
tion means different things to different 
people. But this bill does achieve a 
very workable and relevant and real-
istic balance between the politics of fi-
nancial modernization and sound pub-
lic policy. 

Some of my colleagues have alleged 
that this bill is only going to help large 
financial institutions and will not help 
small banks. This is not true. S. 900 in-
cludes some very important changes, 
for example, to the Federal home loan 
bank system. These changes are very 
important to small banks everywhere 
across this country, not just in the 
rural States, such as my State of Ne-
braska, but in urban communities and 
large cities as well. 

The Federal home loan bank provi-
sions in S. 900 will strengthen local 
community banks that are vital to the 
economic growth and viability of all 
communities. They will ensure that in 
an era of banking megamergers, small-
er banks are able to compete effec-
tively and continue to serve their cus-
tomers’ lending needs. 

These provisions are supported by all 
of the major banking trade organiza-

tions. There are many specific dynam-
ics to improving the marketplace and 
the ability for the small institutions to 
compete. Many of my colleagues this 
afternoon have detailed those changes 
rather well. 

It is important, Mr. President, to 
modernize our financial service laws to 
ensure that our companies can compete 
in this new global marketplace. As bar-
riers to trade come down, our financial 
service firms must be prepared to take 
advantage of new global opportunities. 

Congress can help them prepare by 
giving them the flexibility they so des-
perately need. S. 900 provides this flexi-
bility. I urge my colleagues to support 
its speedy passage. 

I yield the floor. 
The PRESIDING OFFICER. The Sen-

ator from New Mexico. 
Mr. DOMENICI. Mr. President, I am 

not a member of the Banking Com-
mittee, although I have served there 
from time to time. I don’t have an 
opening statement in the normal sense 
of the word because I don’t intend to 
address the specific provisions in the 
bill, but rather to say to those who are 
on the committee, and in particular 
the chairman of the committee, Sen-
ator GRAMM, while many may not un-
derstand and appreciate the signifi-
cance of the banking and financing in-
stitutions of the United States, and 
some may even come to the floor, as 
my good friend, Senator WELLSTONE, 
and talk about when we might get on 
to some business in the Senate that 
really helps people, that prompted me 
to come down and talk about some-
thing that I think is very, very people- 
oriented. 

As a matter of fact, I have given a 
number of talks to fellow Americans. 
When I have asked, what do you think 
is the most significant thing institu-
tionally about the United States that 
contributes to the opportunities we 
have in our daily lives to live better 
lives? Then I answer for them and say, 
it is the financing system in the United 
States. 

There is no doubt about what helps 
the average man buy a car, buy a 
house, make renovations to his house, 
perhaps even buy a second cabin, or a 
second car for his children, those 
things which, when added up, make 
America the most prosperous Nation 
on Earth, the country that has people 
with more material wealth—if that is 
what measures the validity of a soci-
ety—than any other nation in the 
world. It is that we can finance pur-
chases. We can finance what we buy, 
we can pay for it over time, and of late 
we are getting the interest rates down 
where they ought to be, as low as pos-
sible. 

This is the best thing for Americans 
in their day-by-day life which permits 
them to use their salary and their 
earnings in a way that will let them 
spread out the costs of items that they 
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need over a period of time, with a rea-
sonable and rational finance plan. 

It is absolutely important that from 
time to time, even though in the Con-
gress we don’t like to legislate items 
like a brand-new banking and finance 
bill—it is tedious for some, it is dif-
ficult, and for many it doesn’t even 
seem like anything exciting we ought 
to be doing in the Senate. However, re-
alizing what it does for our people, it 
ought to be full speed ahead to get to 
the floor with a good bill to modernize 
the banking and financing system of 
this country. 

Earlier in our history, almost every-
thing was financed through banks and 
the type of institutions that are prin-
cipally the subject matter of this bill. 
Because we didn’t modernize the sys-
tem soon enough, financing is done in 
various ways—perhaps there is more fi-
nancing done outside the banking sys-
tem than there is in the banking sys-
tem per se. Insurance companies do fi-
nancing; companies that are big 
enough do their own financing of appli-
ances; clearly, institutions that are not 
banks and not subject to banking rules 
or financing purchases. 

When it comes to measuring a coun-
try’s long-term success and the inter-
national markets and the day-by-day 
availability of good credit and sound-
ness of our economy, we have to always 
look to the banking system. As a mat-
ter of fact, just think a moment of the 
past 3 years when things have gone 
wrong in other countries, when some of 
these countries went almost totally 
bankrupt. What led such failures? It 
was frequently led by the failure of 
their banking system. That should say 
something when we see that all around 
us. 

Why is the country of Japan, that 
many people 15 years ago said we 
should mimic—obviously we don’t 
choose to speak that way today; I 
never spoke about it even 15 years 
ago—what has happened to Japan 
today? They don’t want to face up to 
the fact their financing institutions 
are in a state of chaos, if not bank-
ruptcy. It is tough for them to admit. 

We didn’t want to admit it when our 
savings and loans were going bankrupt. 
We didn’t want to come up with the 
money it took to bail out the deposi-
tors who were guaranteed their money, 
up to $100,000, who financed the S&L 
banking system in the United States, 
but we finally did it. We saved it. We 
spent a lot of money doing it. 

In a very real sense, those who are 
managing this bill, including my good 
friend from Maryland, Senator SAR-
BANES, and obviously the chairman, 
who I have already mentioned, are con-
tributing a very vital quality to Amer-
ican life by trying to modernize the fi-
nancial and banking system of the 
United States. 

As my good friend from Nebraska 
said, what we have is too old, too an-

cient. It is not modern. It is not taking 
care of modern problems. It is not help-
ing banks grow in a way they can and 
should to be modern institutions of fi-
nancing. 

I commend and laud those on the 
committee who have worked hard. I 
hope even with our differences we will 
get a bill. I read a letter from the 
President saying if certain things are 
in the bill, he will veto it. This letter 
was directed to the distinguished chair-
man, Senator GRAMM. We know the ex-
ecutive branch has a couple of strong 
feelings about this bill; perhaps the 
Senate has equally strong feelings 
about the same items. 

On the other hand, I believe when we 
are finished and go to conference and 
work this through with the House and 
with the administration in an effort to 
get a bill that is sound, reform-minded, 
modern and yet protects certain inter-
ests that the banking system is cur-
rently helping and protecting, we will 
get a bill. The opportunity doesn’t 
come very often for Congress to reform 
a significant portion of our capitalist 
system. 

I will make one other observation. 
For anyone who doesn’t think capital— 
which is the substance of banks—isn’t 
important to a capitalist society, let 
me suggest that the last 3 years ought 
to prove it up in America in spades. 
While many economies in the world 
were in a state of bankruptcy, couldn’t 
buy our goods and were having great 
economic difficulty, what happened to 
America? Our consumers bought more 
rather than less. Interest rates went 
down rather than up. There was more 
money for almost any venture desired 
because the banking system in our 
country was the greatest safe haven for 
capital that the world has ever seen. 
That meant anyone with extra money 
sent it here. Thus, that money was 
available to finance purchases in 
America, bring interest rates down 
rather than up. 

The question is, What will happen 
when the world economy goes the other 
direction? Frankly, we ought to have a 
modernized banking system when that 
occurs. It is predicted that America’s 
prosperity may turn a little bit in the 
wrong direction within 3 to 5 years. If 
it lasts 5 years, it will be astronomical 
in terms of a previous growth period. 
We have learned that the availability 
of a lot of capital in a capitalist system 
such as ours can make this economy 
grow and prosper in a way we had never 
quite figured out until we became al-
most totally dependent upon that. 

There are signs all over the place 
that this great opportunistic land of 
ours needs a good, sound, solvent, and 
modern banking system. I came down 
to make sure those listening under-
stand this is not a bill for bankers. 
This is not a bill for rich people. This 
is a bill to let a banking and finance 
system work for Americans—whether 

they are financing a home, whether 
they are moderate-income people, 
whether they are financing an edu-
cation for their kids, whatever it may 
be. We have to have a sound set of fi-
nancial rules in America for Americans 
to grow and prosper. 

American business needs to borrow 
money, and clearly a banking system 
has to be ready and able to do that for 
the American business people here and 
abroad. It cannot be done with a sys-
tem that is hog tied with ancient rules 
and regulations that don’t meet to-
day’s times. 

The PRESIDING OFFICER. The Sen-
ator from Colorado. 

Mr. ALLARD. I thank both my Re-
publican colleagues for great state-
ments. I think the Senator from New 
Mexico reminded us of the successes of 
our banking system and how we should 
appreciate it. I think he made a very 
good statement. My colleague from Ne-
braska, who is working real hard on 
the Banking Committee with the chair-
man and all members on the Banking 
Committee, I appreciate his effort and 
help on these very important issues. He 
has contributed considerably to this 
legislation. 

I yield the floor. 
The PRESIDING OFFICER. The Sen-

ator from Maryland. 
AMENDMENT NO. 302 

Mr. SARBANES. Mr. President, pur-
suant to the order that is governing 
our consideration of this bill, at least 
currently, I send an amendment in the 
nature of a substitute to the desk and 
ask for its immediate consideration. 

The PRESIDING OFFICER. The 
clerk will report. 

The assistant legislative clerk read 
as follows: 

The Senator from Maryland [Mr. SAR-
BANES], for Mr. DASCHLE, for himself, Mr. 
SARBANES, Mr. DODD, Mr. KERRY, Mr. BRYAN, 
Mr. JOHNSON, Mr. REED, Mr. SCHUMER, Mr. 
BAYH and Mr. EDWARDS proposes an amend-
ment numbered 302. 

Mr. SARBANES. Mr. President, I ask 
unanimous consent that reading of the 
amendment be dispensed with. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

(The text of the amendment is print-
ed in today’s RECORD under ‘‘Amend-
ments Submitted.’’) 

The PRESIDING OFFICER (Mr. 
SMITH of Oregon). The Senator from 
Maryland. 

Mr. SARBANES. Mr. President, as I 
have indicated earlier in the course of 
the opening debate on this issue, we 
are very anxious on our side to have fi-
nancial service modernization legisla-
tion, and most of us subscribe to the 
proposition of allowing affiliations be-
tween banks, security firms, and insur-
ance companies. 

However, as I have indicated, that is 
not the only issue before us. We have 
to consider that question in the con-
text of addressing important questions 
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of providing credit in all communities 
in our country; namely, the Commu-
nity Reinvestment Act issue. We have 
to consider how these activities are to 
be done, whether they are to be done 
solely in an affiliate, outside of the 
banking structure, or whether banks 
will have the opportunity either to use 
the affiliate or to do it in an operating 
subsidiary. We have the important 
issue of the long historical separation 
between banking and commerce, which 
has prevailed in this country. And we 
have other aspects of the legislation 
which I think are of importance, in-
cluding important provisions with re-
spect to consumer protection. 

As we have indicated earlier, we were 
not able to support this legislation in 
the committee and the legislation was 
brought to the floor on an 11-to-9 vote. 
The alternative, which we have now of-
fered, just offered, and which is at the 
desk, is, in effect, the bill that the 
committee reported last year on a 16- 
to-2 vote with the one substantial 
change of providing for the operating 
subsidiary approach. That is now con-
tained in the alternative, the sub-
stitute amendment which I have sent 
to the desk. 

Last year some very careful com-
promises were worked out in order to 
move this legislation forward on a con-
sensus basis. Unfortunately, that has 
not been the case this year, and the 
legislation that was developed in the 
committee was reported by the major-
ity but contained no supporting vote 
from any of the Democratic members 
of the committee. The proposal before 
us, S. 900, the bill from the committee, 
is strongly opposed by a great number 
of civil rights groups, community 
groups, consumer organizations, and 
local government officials. People 
within the financial services industry 
have mixed views on some of the provi-
sions of S. 900, and of course the Presi-
dent has indicated that he will veto the 
committee bill. 

Unfortunately, we have this sharp 
contrast with last year’s bipartisan ap-
proach. I think it is fair to say that 
none of the industry association groups 
oppose the substitute. They have been 
caught in the switches, so to speak, on 
this issue, and subjected to consider-
able persuasion. But I think it is fair to 
say that the provisions that are in the 
substitute will pass muster. These pro-
visions also are fairly close to what the 
House Banking Committee has done by 
a 51-to-8 bipartisan vote. So we think 
the approach contained in the sub-
stitute just sent to the desk stands the 
greatest chance of finally being en-
acted into law. This substitute amend-
ment, in effect, would put us on a path, 
at the end of which we could obtain the 
President’s signature and get legisla-
tion. 

Let me briefly seek to contrast the 
substitute and S. 900, the bill brought 
from the committee. It should be clear-

ly understood that there is an intense 
view on this side of the aisle, and I be-
lieve shared by at least a few on the 
other side of the aisle, that the Com-
munity Reinvestment Act has really 
been a very significant and construc-
tive public policy. It has improved the 
availability of credit in low- and mod-
erate-income communities. There is 
example after example, and we will put 
those in the RECORD as this debate de-
velops, where the CRA lending and in-
vestments have brought life to pre-
viously neglected communities and 
given people not only hope, but the 
ability to move up the American ladder 
of opportunity. It has helped to allevi-
ate credit needs and improve services 
in rural areas and on Native American 
reservations. It has had a significant 
impact on home ownership amongst 
minority groups, African Americans 
and Hispanic Americans, whose num-
bers in terms of home ownership have 
increased dramatically, and everyone 
who goes and observes that phe-
nomenon reports back that the CRA 
has had a considerable role to play in 
that very important objective. 

The President has stated: 
[W]e should all be proud of what [CRA] has 

meant for low and moderate-income Ameri-
cans of all races. Although we still have a 
long way to go in bringing all Americans 
into the economic mainstream, under CRA 
the private sector has pumped billions of dol-
lars of credit to build housing, create jobs 
and restore hope in communities left behind. 

It is for this reason that farm groups, 
labor unions, mayors all across the 
country, community development cor-
porations, Hispanic organizations, 
Asian American, Native American— 
this has had a significant impact on 
the Indian reservations across the 
country—and civil rights groups all 
support retaining the effectiveness of 
CRA. 

I will include in the RECORD at the 
end of my remarks letters from these 
various organizations detailing their 
very strong view about CRA, and in ef-
fect their support for this substitute. 

The substitute requires that banks 
should have at least a satisfactory CRA 
rating before they can affiliate with se-
curities and insurance firms, and that 
they would have to maintain that rat-
ing to continue the new affiliation. 
These provisions are essential in order 
to maintain the effectiveness of CRA 
within the expanded holding company 
structure. Capital, management, and 
CRA performance are at issue when an 
institution files an application for de-
posit insurance, a charter, a merger, an 
acquisition or other corporate reorga-
nization, a branch or the relocation of 
a home office or branch. 

If you are going to allow banks for 
the first time in a comprehensive way 
to engage in insurance and securities 
activities, then it is important that 
those banks, before they can do that, 
meet the CRA test. Otherwise, you are 
going to have a situation in which fi-

nancial institutions could enter into 
additional activities, even if they were 
deficient in their CRA performance. 

As the FDIC Chairman, Donna 
Tanoue stated: 

The bank and thrift regulatory agencies 
consistently take into account an insured in-
stitution’s record of performance under CRA 
when considering an application to open or 
relocate a branch, a main office, or acquire 
or merge with another institution. As this 
legislation would enable institutions to 
enter into additional activities, it would 
seem consistent that CRA compliance should 
continue to be a determining factor. 

Last year, we worked out these CRA 
provisions in the bill that was reported 
out of the committee. And the con-
sensus, a 16–2 vote, contained these im-
portant CRA provisions. 

This year, the provision requiring a 
satisfactory rating as a precondition of 
expanded affiliations is absent from 
the committee-reported bill. There are 
two provisions in the committee-re-
ported bill which we feel very strongly 
contribute to undermining the applica-
tion of CRA. 

This substitute amendment, unlike 
the committee bill, requires banks 
have and maintain satisfactory CRA 
ratings in order to engage in and main-
tain expanded affiliations. To fail to do 
so would allow banks, for the first 
time, to move out in terms of the ac-
tivities they can engage in, in a com-
prehensive way—both securities and in-
surance—without the bank that is 
going to do that having to meet the 
CRA test. 

It does not apply, the CRA, to the in-
surance and securities activities, al-
though many CRA advocates want to 
do exactly that. It only requires that 
the bank, as a condition of affiliation, 
meet the CRA performance standards. 

As Secretary Rubin has stated: 
If we wish to preserve the relevance of CRA 

at a time when the relative importance of 
bank mergers may decline and the establish-
ment of non-bank financial services will be-
come increasingly important, the authority 
to engage in newly authorized activities 
should be connected to a satisfactory CRA 
performance. 

Let me turn to the other CRA issues 
that are, in effect, posed by the sub-
stitute as compared to the committee- 
reported bill. 

The second provision of the com-
mittee bill that weakens CRA is its 
safe harbor for banks with a ‘‘satisfac-
tory’’ or better CRA rating. This is, 
banks would be deemed in compliance 
with CRA if they had in each of their 
three preceding examinations received 
a satisfactory rating. Groups, in fact, 
would not be able to comment about 
CRA performance unless they could 
carry the very heavy burden of pro-
viding substantial, verifiable informa-
tion to the contrary. 

The Federal bank regulatory agen-
cies oppose this provision. They agree 
that a satisfactory CRA rating is not 
conclusive evidence that a bank is 
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meeting the credit needs of all of its 
communities. On the contrary, they 
welcome comments from the public re-
garding the CRA performance of the in-
stitutions they supervise. 

For example, Ellen Seidman, Direc-
tor of the Office of Supervision said: 

[w]e generally find that the information 
received from those few who do comment on 
applications is relevant, constructive, and 
thoughtful, and frequently raise issues that 
need to be considered. In order for us to 
reach a supportable disposition on an appli-
cation, and satisfy our statutory responsibil-
ities, we need to have public input. 

Public comment is especially useful 
in the case of large banks serving mul-
tiple markets, because regulators sam-
ple only a portion of these markets to 
determine the institution’s CRA rat-
ing. Public comment provides an op-
portunity for community members to 
point out facts and data that may have 
been overlooked in a particular exam-
ination. 

In fact, the provision that is in the 
committee bill would preclude looking 
at anything that took place prior to 
the past examinations if those exami-
nations produced a satisfactory rating. 

It is very clear that this safe harbor 
provision of the committee bill would 
stifle public comment on banks’ and 
thrifts’ CRA performance. This is so 
because nearly all banks and thrifts re-
ceive satisfactory or better CRA rat-
ings, well up into the 90s, 90-percentile 
figures. 

The committee majority asserts that 
the public comment process has been 
routinely abused, but that assertion is 
not supported by the record. We get 
these sort of examples that are brought 
in. There has never been a full-scale 
hearing on this issue. All of the statis-
tical information from the regulatory 
agencies indicate that there has not 
been abuse of the public comment proc-
ess. The vast majority of applications 
reviewed on CRA grounds are approved 
in a timely manner. Many do not re-
ceive any adverse comments. Very few 
applications that receive adverse CRA 
comments are delayed. 

The substantial, verifiable informa-
tion would really knock community 
groups and ordinary citizens out of 
being able to comment in any mean-
ingful way. As the FDIC Chairman 
Tanoue stated, ‘‘Public comments re-
lating to CRA should not bear a burden 
of proof that is not imposed on public 
comment related to any other aspect of 
a bank’s performance.’’ 

The regulators take in all these com-
ments and then they make their judg-
ment. There seems to be a presumption 
here that when people come in and 
make a comment that somehow they 
then carry the day. Nothing could be 
further from the truth. The regulators 
collate all these comments, consider 
them, and proceed to make their judg-
ment. And the number of instances in 
which CRA has been raised is a very 
small percentage of the total. 

The third way in which the com-
mittee bill attacks CRA is the exemp-
tion for rural institutions with less 
than $100 million in assets. This would 
obviously have very severe con-
sequences for low- and moderate-in-
come rural communities which depend 
heavily on small banks for their credit 
needs. 

It is asserted that these small banks, 
by their nature, serve the credit needs 
of their local communities. However, 
historically, in the ratings made by the 
regulators, small banks have received 
the lowest CRA ratings. Although 
many small banks do serve the needs of 
their communities, observers note that 
some small banks often invest in 
Treasury bonds rather than in their 
own communities. 

Some have argued that you need an 
exemption in order to relieve the regu-
latory burden. The fact of the matter 
is, as the Federal bank regulators re-
vised the CRA regulations in 1995 to re-
duce the cost of compliance for small 
banks, the new rules provided a 
streamlined examination for small 
banks. They exempted small banks 
from reporting requirements. And they 
emphasized the institution’s actual 
performance rather than paperwork. 

The FDIC, the OTS, and the OCC sup-
port the application of CRA to small 
banks. FDIC Chairman Tanoue stated: 

Although the vast majority of institutions 
satisfactorily help to meet the credit needs 
of their communities, not all institutions 
may do so over time, including small institu-
tions. Some institutions may unreasonably 
lend outside of their communities, or arbi-
trarily exclude low- and moderate-income 
areas or individuals within their commu-
nities. We believe that periodic CRA exami-
nations for all insured depository institu-
tions, regardless of asset-size, are an effec-
tive means to ensure that institutions help 
to meet the credit needs of their entire com-
munities, including low- and moderate-in-
come areas. 

Before I turn to that subject, let me 
again stress how critical the flow of 
credit, which has resulted from CRA, 
has been to the redevelopment of low- 
and moderate-income areas. The bill 
brought out of the committee, S. 900, 
would really close down opportunity 
for large numbers of people in these 
low- and moderate-income commu-
nities to really improve themselves, to 
move to home ownership, to open small 
businesses, to carry out the sort of 
community renewal which gives them 
a better neighborhood in which to live. 

I have heard these assertions, but we 
can take you through instance after in-
stance in which the impact of CRA has 
been such as to provide hope to com-
munities and to lift them up and to en-
able people to move up the ladder of 
opportunity. I do not know what could 
be more consistent with an American 
goal or objective than to give people 
this opportunity to advance. And par-
ticularly the financial institutions, 
which are subject to these CRA re-

quirements, are prepared to abide by 
them. Many of them have given testi-
mony about the beneficial impact it 
has had on the community and the ben-
eficial impact on their relationship 
with the community. 

Let me turn to the banking and com-
merce issue. Another aspect of the 
committee bill—and this is an impor-
tant part of the substitute—that differs 
significantly from the substitute 
amendment is its approach to the sepa-
ration of banking and commerce. In an 
important respect, the committee bill 
breaches the separation of banking and 
commerce, and this could lead to bi-
ased lending decisions and may well ul-
timately put the taxpayer-backed de-
posit insurance funds at risk. 

Now, this separation of banking and 
commerce is a longstanding principle 
in American law, dating back over now 
almost 140 years to the National Bank 
Act of 1864, which specifically forbids 
banks to engage in or invest in com-
mercial or industrial activities. Under 
existing law, a commercial firm, such 
as General Motors or Microsoft, may 
not own a bank or be owned by a bank. 
We have tried to draw a line there. 
There has been some fuzzing of that 
line, but not much. 

In 1956, the Congress enacted the 
Bank Holding Company Act, which pro-
hibited commercial firms from owning 
banks and prohibited holding compa-
nies owning two or more banks from 
owning commercial firms. This policy 
was strengthened by the Bank Holding 
Company Act Amendments of 1970, 
which extended the prohibition on own-
ing commercial firms to holding com-
panies owning just one bank. In other 
words, it drew a very sharp line. 

In submitting the 1970 amendments, 
President Nixon said: 

The strength of our banking system de-
pends largely on its independence. Banking 
must not dominate commerce or be domi-
nated by it. 

Now, why do we have this principle of 
separating banking and commerce in 
U.S. law? Because allowing banks to af-
filiate with commercial firms raises 
concerns relating to risk to the deposit 
insurance fund, the impartial granting 
of credit, unfair competition, and con-
centration of economic power. A bank 
affiliated with a commercial firm 
would have an incentive to make loans 
to that firm, even if the firm were less 
creditworthy than other borrowers. 
The bank would have a similar incen-
tive not to lend to the firm’s competi-
tors, even if they were creditworthy. 

Financial experts have pointed out 
these dangers. Secretary Rubin testi-
fied that mixing banking and com-
merce: 

. . . might pose additional, unforeseen and 
undue risk to the safety and soundness of the 
financial system, potentially exposing the 
federal deposit Insurance funds and tax-
payers to substantial losses. . . . Equally un-
certain is the effect such combinations 
might have on the cost and availability of 
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credit to numerous diverse borrowers and on 
the concentration of economic resources. 

The leading economist Henry Kauf-
man warned that mixing banking and 
commerce would lead to conflicts of in-
terest and unfair competition in the al-
location of credit. In his view: 

. . . a large corporation that controls a big 
bank would use the bank for extending credit 
to those who can benefit the whole organiza-
tion. . . . The bank would be inclined to 
withhold credit from those who are or could 
be competitors to the parent corporation. 
Thus, the cornerstone of effective banking, 
independent credit decisions based on objec-
tive evaluation of creditworthiness, would be 
undermined. 

Public interest groups have made the 
same point. Consumers Union testified 
that it opposes: 

. . . permitting federally-insured institu-
tions to combine with commercial interests 
because of the potential to skew the avail-
ability of credit, conflict of interest issues, 
and general safety and soundness concerns 
from expanding the safety net provided by 
the government. 

The difficulties experienced in Asia 
demonstrate the risks associated with 
mixing banking and commerce. Both 
Secretary Rubin and Chairman Green-
span testified that the financial crisis 
in Asia was made worse by imprudent 
lending by banks to affiliated commer-
cial firms. In other words, if you cross 
that line and put the commercial firm 
in the bank—as it were, in the same 
pot—you run a heavy risk, as was ex-
emplified in the Asian financial crisis, 
of imprudent lending. 

Former Federal Reserve Chairman 
Paul Volcker wrote, recent experience 
with the banking crises in countries as 
different in their stages of development 
as Japan, Indonesia and Russia dem-
onstrate the folly of permitting indus-
trial financial conglomerates to domi-
nate financial markets in potentially 
large areas of the economy. 

The substitute amendment tries to 
sustain this line between banking and 
commerce. The committee bill crosses 
this line in a number of respects. 

First of all, it permits bank affiliates 
to acquire any type of company in con-
nection with merchant banking activi-
ties. However, the committee bill drops 
certain safeguards that are in the sub-
stitute and that were in last year’s bi-
partisan bill. Those safeguards allowed 
merchant banking investment to be 
held only for such period of time as 
would permit the sale of the invest-
ment on a reasonable basis. It pre-
cluded the bank affiliate from actively 
participating in the day-to-day man-
agement of the company. 

The committee bill drops those safe-
guards. In effect, it would allow a bank 
holding company to operate commer-
cial companies of any size and in any 
industry for an unlimited period of 
time. This would break down the sepa-
ration of banking and commerce. 

The substitute restores the safe-
guards that were in last year’s bill. 

Secondly, both the committee bill 
and the substitute amendment allow 
holding companies that own banks to 
engage in activities that are financial 
in nature or incidental to such finan-
cial activities. But the committee bill 
goes further by authorizing holding 
companies to engage in activities that 
are complementary activities that are 
financial in nature. It provides no defi-
nition or limitation of these com-
plementary activities and, therefore, 
raises the danger that these com-
plementary activities would be com-
mercial in nature and cross the separa-
tion between banking and commerce. 
The substitute does not permit those 
complementary activities. 

Finally, the committee bill does not 
close the unitary thrift company loop-
hole. That loophole refers to the fact 
that a company that owns just one 
thrift, called a unitary thrift holding 
company, may also own a commercial 
firm. There are currently over 500 
thrifts owned by unitary holding com-
panies. The vast majority of these are 
owned by financial firms. Now, both 
the committee bill and the substitute 
would prohibit the creation of new uni-
tary thrift holding companies by com-
mercial firms. However, there is a 
sharp difference in that the committee 
bill would allow a commercial com-
pany to acquire any of the 500 existing 
unitary thrift holding companies. 

Now, obviously, if they can do that, 
if hundreds of commercial firms, in ef-
fect, can acquire a unitary thrift hold-
ing company, they can effectively ob-
literate the separation between bank-
ing and commerce. Financial leaders 
and banking industry groups advise the 
committee to prohibit commercial 
firms from acquiring control of thrifts. 
Chairman Greenspan recommended 
that financial services modernization 
legislation at least prohibit, or signifi-
cantly restrict, the ability of grand-
father unitary thrift holding compa-
nies to transfer their legislatively cre-
ated grandfather rights to another 
commercial organization. 

Secretary Rubin observed that, 
‘‘without such a limit on transfer-
ability, existing charters may tend to 
migrate to commercial firms and could 
become a significant exception to the 
general prohibition against commer-
cial ownership of depository institu-
tions.’’ 

Both the ABA and IBAA—the Amer-
ican Bankers Association and the Inde-
pendent Bankers Association of Amer-
ica—wrote to Senators yesterday ex-
pressing their support for closing the 
unitary thrift holding company provi-
sion, including restricting transfer-
ability of existing unitaries. 

Now, let me turn briefly to some im-
portant consumer protection provi-
sions that are in the substitute amend-
ment, but that are not in the com-
mittee bill, and which we think make 
the substitute more desirable legisla-
tion than the committee bill. 

Obviously, if you are going to have a 
financial services modernization bill, 
you must ensure adequate consumer 
protection. We need to be sure that 
consumer protections keep pace with 
changes taking place in the financial 
market. In recent years, banking secu-
rities and insurance products have be-
come more similar. A wider variety of 
financial products is available through 
banks. This increases potential cus-
tomer confusion about the risks of the 
product the customer is buying, who is 
selling it, and whether or not it is in-
sured by the FDIC. Measures such as 
disclosure to customers and licensing 
of personnel can help keep such mis-
understandings to a minimum, and 
such a provision should be included in 
any financial services modernization 
bill. 

Unfortunately, the committee bill 
fails to include a number of important 
consumer protection provisions that 
passed the committee overwhelmingly 
last year, and which we have now in-
cluded in the substitute that is now be-
fore the body. 

Very quickly, on insurance sales, 
while some of the provisions of last 
year’s bill relating to insurance sales 
have been substituted into the com-
mittee bill—that was done in the com-
mittee—but more remains to be done. 
The substitute amendment would re-
quire Federal bank regulators to estab-
lish mechanisms for receiving and ad-
dressing consumer complaints—some-
thing that is completely absent in the 
committee bill. 

The substitute amendment would 
provide that Federal regulations would 
supersede State regulations when the 
Federal regulations afforded greater 
protection for consumers. The com-
mittee bill allows State regulations to 
prevail even if it offers less protection 
to consumers. 

With respect to securities activities, 
the committee bill provides less pro-
tection for consumers than does the 
substitute amendment. 

Currently, banks enjoy a total ex-
emption from the definitions of 
‘‘broker,’’ ‘‘dealer’’ and ‘‘investment 
advisor’’ under the Federal securities 
law. Because of this blanket exemp-
tion, consumers who purchase securi-
ties from banks do not receive any of 
the protections of the securities laws, 
which in many ways are superior to 
those offered by the banking laws. For 
example, broker-dealer personnel have 
an obligation to recommend to their 
clients only transactions that are suit-
able based on their client’s tolerance 
for risk, overall portfolio, and so forth. 

Bank personnel have no such obliga-
tion. Broker-dealer personnel must 
pass licensing exams and are subject to 
continuing education requirements. 
Bank personnel are exempt from these 
requirements. Disciplinary histories of 
broker-dealer personnel are made pub-
licly available to investors. No such 
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history is available regarding bank per-
sonnel. Broker-dealer managers have a 
duty to supervise their sales personnel, 
which is enforceable under the Federal 
securities laws. Bank managers do not. 

Finally, customer disputes with bro-
kerage firms are subject to arbitration, 
which offers a specialized, quicker and 
cheaper forum for settling disputes. No 
arbitration exists for customer dis-
putes with banks. 

Now, the committee bill, like the 
substitute amendment, would repeal 
the total exemption banks enjoy from 
the definition of broker and dealer. 
Also, like the substitute amendment, 
the committee bill contains a number 
of exceptions that allow certain securi-
ties activities to continue to take 
place directly within banks. However, 
the exceptions in the committee bill 
are significantly wider than those in 
the substitute amendment. Let me just 
mention some of those important dif-
ferences. 

The committee bill allows a bank 
trust department conducting securities 
transactions to be compensated on a 
transaction-by-transaction basis, just 
like a broker. Where the substitute 
amendment allows a bank to sell un-
registered securities exclusively to so-
phisticated investors, the committee 
bill allows a bank to sell unregistered 
securities to all investors. 

Finally, the committee bill prohibits 
the SEC from determining that a new 
product is a security and, therefore, 
must be sold by an SEC-registered 
broker-dealer, unless the Federal Re-
serve concurs. Over time, this will 
move even more securities activities 
directly into banks. The substitute 
amendment would afford the SEC the 
first opportunity to define new prod-
ucts as securities. 

The committee bill also leaves the 
SEC with less authority over bank-ad-
vised mutual funds and with less abil-
ity to protect investors in those funds. 

Now, the substitute amendment re-
quires the Federal banking regulators 
to issue regulations regarding the sale 
of securities by banks and bank affili-
ates. The bank regulators would have 
established mechanisms to review and 
address consumer complaints. The 
committee bill does not include this 
provision. 

No one of these provisions that I 
made reference to may seem to be of 
major import. But all of them taken 
together, I think, indicate that the 
protections for consumers that are con-
tained in the substitute amendment 
significantly exceed those that are in 
the committee-reported bill. 

Another area in which the committee 
bill departs from last year’s agreement 
regards a special deposit insurance as-
sessment paid by thrifts. 

Prior to 1996, thrifts paid a higher as-
sessment rate than banks did for inter-
est payments on certain bonds issued 
to pay for the resolution of the savings 

and loan crisis, so-called ‘‘FICO 
bonds.’’ In 1996, Congress acted to close 
this assessment differential on FICO 
bonds. The rates were to be equalized 
until January 1, 2000, and the bill that 
we reported last year left the 1996 
agreement intact. The committee bill 
now before us would extend this assess-
ment differential for another 3 years, 
so that thrifts would continue to pay a 
higher assessment rate for another 3 
years. 

This may well lead institutions to 
shift their deposits from the thrift in-
surance fund to the bank insurance 
fund, which might well create stability 
problems for the thrift insurance fund. 

Chairman Tanoue has written that 
this provision serves no positive public 
policy purpose. And it is not in the sub-
stitute amendment that is now before 
us. 

Let me now turn to an issue in which 
my colleague, the chairman of the 
committee, has spent a considerable 
amount of time here on the floor today 
in pointing out the differences between 
the substitute that is now before us 
and the committee bill. 

All of these provisions I have thus far 
enumerated were essentially contained 
in the bill that was reported last year 
by the committee on a 16-to-2 vote. The 
one area in which the substitute 
amendment differs from last year’s bi-
partisan bill is its treatment of oper-
ating subsidiaries and banks. 

Last year’s bill contemplated that 
principal activities, such as under-
writing securities and insurance, would 
take place in a holding company’s sub-
sidiary rather than bank subsidiaries. 
Certain agency activities such as sales 
of insurance were permitted in bank 
subsidiaries. 

This approach was supported by the 
Federal Reserve. It was opposed by the 
Treasury Department. That was an im-
portant difference last year. It remains 
an important difference this year. 

As the legislative process has pro-
ceeded, the Treasury Department has 
agreed to significant additional safe-
guards regarding the scope and regula-
tion of bank subsidiaries’ activities. 
With these safeguards, it appeared to 
us that banks should be given the op-
tion of conducting financial activities 
in operating subsidiaries. That ap-
proach is contained in the substitute 
amendment now before the Chamber. 

President Clinton has indicated that 
he will veto the reported bill in part 
because ‘‘it would deny financial serv-
ices firms the freedom to organize 
themselves in a way that best serves 
their customers.’’ 

Let me talk a bit about the safe-
guards, the changes in the sense that 
the Treasury has agreed to, which I 
think now warrant allowing the bank-
ing institution to have a choice. They 
wouldn’t be required to do it in an op- 
sub. They could still do it in an affil-
iate. They could have a choice between 

the two as a matter of their own orga-
nizational preference. 

Last year, the Treasury was clear 
that they would not do real estate in 
the operating-sub. And they continue 
to hold to that position this year. In 
addition, the Treasury last year agreed 
that insurance underwriting may not 
take place in a bank subsidiary. This 
prohibition on insurance underwriting 
would be in addition to an explicit pro-
hibition on real estate development 
conducted by bank subsidiaries to 
which the Treasury agreed last year. 
So we have these two areas now that 
were provided for and placed outside of 
the op-sub umbrella. 

On merchant banking, the Treasury 
has agreed that the Federal Reserve 
shall have the authority to define mer-
chant banking activities and bank sub-
sidiaries. This meaningful step on the 
part of the Treasury will contribute to 
bank subsidiary activities being struc-
tured in a prudent fashion. 

Merchant banking presents a poten-
tial breach in the separation of bank-
ing and commerce. The possible dan-
gers would be increased if two different 
regulators were to define separately 
the dimensions of permissible mer-
chant banking activities. Then to avoid 
the possibility that would happen— 
that the dimensions of the permissible 
merchant banking activities would be 
defined by two different regulators who 
would have different concepts—in the 
substitute, we have the provision that 
the Federal Reserve would have the ex-
clusive authority to define merchant 
banking activities and bank subsidi-
aries. 

The Treasury has also agreed that 
the Secretary and the Federal Reserve 
should jointly determine which activi-
ties are financial in nature, both for a 
holding company subsidiary and for a 
bank subsidiary. Both the Secretary 
and the Federal Reserve would jointly 
issue regulations and interpretations 
under ‘‘the financial in nature’’ stand-
ard. This would eliminate a potential 
competition between bank regulators. 

Further, to place activities on an 
equal footing, the same conditions 
would apply to a national bank seeking 
to exercise expanded affiliation 
through a subsidiary as a holding com-
pany seeking to exercise those affili-
ations. These conditions are that banks 
be well capitalized, well managed, and 
in compliance with CRA. 

The Treasury also supports the appli-
cation of the functional regulation of 
securities and insurance activities tak-
ing place in bank subsidiaries just as it 
applies to holding company subsidi-
aries. 

These provisions are all reflected in 
the substitute amendment. 

In addition, the Treasury supports a 
requirement that national banks with 
total assets of $10 billion or more re-
tain a holding company, even if they 
choose to engage in expanded financial 
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activities through subsidiaries. This is 
designed to preserve the oversight that 
the Federal Reserve now has over the 
Nation’s largest commercial banks 
through their holding company. So this 
was an effort by the Treasury to ac-
commodate one of the concerns that 
had been repeatedly expressed by the 
Federal Reserve. 

Furthermore, the substitute amend-
ment contains certain additional safe-
guards that the Treasury Department 
now supports for financial services 
modernization legislation. Every dollar 
of a bank’s investment in a subsidiary 
would be deducted from the bank’s cap-
ital for regulatory purposes. In this 
way, the bank would have to remain 
well capitalized, even after deducting 
the investment in the subsidiary, and 
even should it lose its entire invest-
ment. 

Secondly, a bank could not invest in 
a subsidiary in an amount exceeding 
the amount the bank would pay to a 
holding company as a dividend. 

And, thirdly, the strict limits that 
now apply to transactions between 
banks and their affiliates would apply 
to transactions between banks and 
their subsidiaries. 

These restrict extensions of credit 
from banks to their affiliates guaran-
teed by banks for the benefit of their 
affiliates and purchases of assets by 
banks from their affiliates. All such 
transactions must be at arm’s length, 
and fully collateralized, and the total 
amount of such transactions between a 
bank and all of the affiliates is limited. 

In total, these safeguards pertaining 
to the regulation of bank subsidiaries 
should eliminate any economic benefit 
that may exist when activities are con-
ducted in bank subsidiaries rather than 
holding company subsidiaries. 

The provisions regarding the scope of 
activities permitted for bank subsidi-
aries should remove any opportunity 
for regulators to compete with one an-
other to the detriment of the safety 
and soundness of the banking system, 
or the separation of banking and com-
merce. 

FDIC Chairman Tanoue testified: 
From a safety-and-soundness perspective, 

both the bank operating subsidiary and the 
holding company affiliate structures can 
provide adequate protection to the insured 
depository institution from the direct and 
indirect effects of losses in nonbank subsidi-
aries or affiliates. 

This position of the current FDIC 
Chairman was echoed by three former 
Chairmen of the FDIC in an editorial 
that I printed earlier in the remarks. 

On the basis of the provisions agreed to by 
the Treasury Department and the testimony 
given by the FDIC— 

And I want to underscore the efforts 
on the part of the Treasury Depart-
ment to address questions that had 
been raised last year; in other words, 
what we are containing in the sub-
stitute differs from what the Treasury 

was putting forward last year and has 
encompassed all of these various safe-
guards which they have sought to de-
velop— 

[it was our judgment that] permitting 
bank operating subsidiaries can be con-
sistent with the goals of preserving safety 
and soundness, protecting consumers, and 
promoting comparable regulation. 

Therefore, we have included the oper-
ating subsidiary provisions in this sub-
stitute amendment and regard it as a 
meaningful step toward enactment of 
financial services modernization legis-
lation. 

Let me simply close with these obser-
vations. The substitute amendment 
now before the body achieves the pri-
mary objective of financial services 
modernization; namely, allowing affili-
ation of banks, securities firms, and in-
surance companies. It does so while 
preserving safety and soundness, pro-
tecting consumers, providing for regu-
latory parity, and promoting the avail-
ability of financial services to all com-
munities. 

The committee bill, S. 900, falls short 
of these goals. It undermines the Com-
munity Reinvestment Act. It does not 
provide bank operating subsidiaries 
with the scope sought by the Treasury 
Department. Its protections for con-
sumers are substantially less than in 
the substitute. And, finally, it enables 
the separation of banking and com-
merce to be breached with respect to 
the unitary thrift holding companies. 

For all of these reasons, the Presi-
dent has declared he will veto it in its 
current form. I believe that the sub-
stitute amendment, the one that is 
now before the Senate and on which at 
the conclusion of this debate we will 
vote, represents a balanced, prudent 
approach to financial services mod-
ernization. It is legislation which has 
broad acceptance within the industry. 
In many ways, it is comparable to the 
activities of the legislation of the 
House Banking Committee. 

I am frank to say that I clearly think 
it is the approach most likely to 
achieve the enactment of financial 
services modernization legislation. If 
Members want financial services mod-
ernization legislation, if Members want 
to manufacture a legislative vehicle 
that can go all the way through to 
Presidential signature and become law, 
then Members should vote for the sub-
stitute amendment. 

I yield the floor. 
Mr. GRAMM. Mr. President, I sug-

gest the absence of a quorum. 
The PRESIDING OFFICER. The 

clerk will call the roll. 
The legislative assistant proceeded 

to call the roll. 
Mr. GRAMM. Mr. President, I ask 

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

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. GRAMM. Mr. President, let me 
talk about simplicity and clarity in the 

two bills. I know that seldom in writ-
ing laws do we hear lawmakers talk 
about what makes sense and what is 
simple and what is readable. 

I begin by asking people to look at 
the bill adopted by the Senate Banking 
Committee modernizing financial serv-
ices. That bill is 150 pages long. The 
substitute which has been offered by 
Senator SARBANES is 349 pages long. 
Members might ask, What is the extra 
200 pages for? The extra 200 pages is for 
a convoluted process that breaks the 
simplicity of the bill adopted by the 
Banking Committee. 

What is very good about our bill is, it 
is very easy to understand. If a securi-
ties firm wants to set up a bank hold-
ing company and engage in securities 
activities, banking activities, and in-
surance activities, it can set up a bank 
holding company, and outside the bank 
it can be involved in insurance and se-
curities and it can be involved in bank-
ing under the bank holding company. 
It is a very simple organization. It is 
an organization that provides any one 
of the three financial industries to be-
come bank holding companies and par-
ticipate in providing a broad array of 
services, including banking services. 
And it is an organization that is very 
easy to understand. It is an organiza-
tion that you can set out in 150 pages 
with all the whistles and bells and all 
the icing on the cake. 

The Sarbanes substitute is 200 pages 
more complicated, and it is more com-
plicated because it goes about things in 
a very different way. You can have a 
bank holding company that can be in 
the banking business and in the securi-
ties business under the basic frame-
work of the bank. You can have a fi-
nancial services holding company, a to-
tally new entity, and it can have an in-
surance company, a bank holding com-
pany, and a securities firm. And under 
the bank holding company, you can 
have a bank, and that bank can be in 
the securities business, and it creates 
another totally new entity, a wholesale 
financial holding company, and it can 
be in the insurance business, wholesale 
financial institution business, and se-
curities firms. Finally, banks can be in 
the securities business. 

So the first argument I want to make 
is based on simplicity—not that any-
body ever gauged a Federal law based 
on, ‘‘Does it make sense, is it simple, 
could people actually employ it, what 
kind of roadmap is it for the develop-
ment of new financial institutions in 
America?’’ But the reason our bill can 
do what it sets out to do in 150 pages, 
and the reason the substitute takes 300 
pages, is the underlying bill adopted by 
the Banking Committee has a simple 
structure that everybody can under-
stand and that securities firms, banks, 
and insurance companies could all par-
ticipate in. Under our bill, it is easy for 
any one of the three to set up a bank 
holding company. 
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The substitute is a lot more com-

plicated and brings in a lot of new in-
stitutions. It would be very hard, in 
terms of a user-friendly roadmap, as to 
how to do this. I do not know that 
sways anybody in the private sector or 
in any real world activity. But sim-
plicity, and the sort of clear approach 
that people can follow—if they are buy-
ing a roadmap or if they are buying a 
computer program—is an important 
thing. Unfortunately, it is not some-
thing that is often mentioned in mak-
ing the law of the land; but, quite 
frankly, it should be. 

I am going to try to take less time in 
responding than I did in my opening 
statement on this. I want to break the 
proposal into eight areas and discuss 
the proposal in that way. There are 
eight key ways that this substitute is 
fundamentally different from the bill 
which was adopted by the Banking 
Committee and which is before us. 

The first and most important dif-
ference is that the substitute before 
us—offered by Senator SARBANES, 
which is different from the bill that 
Senator SARBANES supported last year, 
different from the bill that was adopted 
by the Banking Committee last year, 
and far different from the bill that is 
before the Senate now—allows banks to 
engage in broad financial services 
within the legal framework of the 
bank. 

Alan Greenspan, the Chairman of the 
Board of Governors of the Federal Re-
serve, has said—and I want to read this 
quote because I think it is important. I 
think, No. 1, everybody in America 
takes Alan Greenspan seriously. Sec-
ond, I want to remind people that the 
majority of the Governors of the Fed-
eral Reserve Board were appointed by 
this President, Bill Clinton. This is a 
statement that Chairman Greenspan 
made just last week before the House 
Commerce Committee in opposition to 
exactly the proposal which is the heart 
of the Sarbanes substitute. When 
Chairman Greenspan refers to ‘‘col-
leagues,’’ he means every member of 
the Federal Reserve Board, including 
those appointed by Bill Clinton: 

I and my colleagues are firmly convinced 
of the view that the long-term stability of 
U.S. financial markets and the interests of 
the American taxpayer would be better 
served by no financial modernization bill 
rather than one that allows the proposed new 
activities to be conducted by the bank. . . . 

I want to be sure everybody under-
stands this quote. It is as clear as you 
can be clear. The most respected eco-
nomic mind in America, the man who 
more than any other person on this 
planet has been responsible for the fi-
nancial stability that has created over 
20 million jobs and enriched working 
Americans by driving up equity values 
and by creating unparalleled prosperity 
in America, said last week that he and 
every member of the Board of Gov-
ernors of the Federal Reserve believe it 

would be better to have no financial 
services modernization bill than to 
adopt the Sarbanes substitute. 

That is pretty clear. I think it is a 
profound position to take. Let me 
make the point: Everybody who knows 
Alan Greenspan knows that Alan 
Greenspan goes out of his way not to be 
confrontational. Everybody who knows 
Chairman Greenspan knows that if 
there is a way of saying something 
around the barn, something which 
might be offensive to somebody, he 
sort of walks all the way around the 
barn and let’s you understand—where 
you can hope nobody else under-
stands—that he said your idea is a bad 
idea. That is the way Alan Greenspan 
works. 

But in front of God and everybody at 
the House Commerce Committee last 
week, Alan Greenspan said if the alter-
native is the Sarbanes substitute or no 
bill, he and every member of the Board 
of Governors of the Federal Reserve are 
convinced that ‘‘no bill’’ is better than 
the Sarbanes substitute. 

Why does he say this? In a dozen 
other quotes, he basically says two 
things: No. 1, since we have deposit in-
surance, where the taxpayer is on the 
hook for bank failures that threaten 
insured deposits, he is concerned that 
allowing banks to get into these other 
kinds of financial businesses within the 
framework of the bank itself endangers 
deposit insurance and threatens the 
taxpayer. So the first reason that 
Chairman Greenspan made this ex-
traordinary statement—in fact, the 
strongest statement he has made as 
Chairman of the Board of Governors of 
the Federal Reserve—is concern about 
the insurance fund and the taxpayer 
being on the hook. 

The second concern is that if banks 
provide these expanded activities, such 
as securities and insurance or whatever 
activities are ultimately allowed with-
in banks, the subsidy that banks have 
in deposit insurance—something no 
other institution has besides banks, 
S&Ls, and other institutions that have 
Federal guarantees, and when I am 
saying banks I mean broadly defined— 
plus the ability to borrow from the 
Federal Reserve at the lowest interest 
rates at which anybody in the world 
borrows, and the ability to use the Fed 
wire, where they can wire money that 
instantly becomes bank reserves and it 
is guaranteed by the Federal Reserve 
bank, Chairman Greenspan and the 
Federal Reserve have estimated that if 
banks were allowed to provide these 
services within the bank, they prob-
ably have an effective subsidy of 
around 14 basis points. And this sub-
sidy is due to the access to these three 
items: Deposit insurance, the Fed win-
dow, the Fed wire. 

Chairman Greenspan has explained to 
anybody who would listen that if you 
let banks perform these services within 
the banking structure itself, banks will 

have an advantage over those who are 
providing securities services and sell-
ing securities outside of banks; that if 
you allowed banks to do insurance 
within the bank, they would have an 
advantage over insurance companies 
that are not banks. 

Chairman Greenspan has tried to 
alert us to the fact that if we adopted 
the Sarbanes substitute we could lit-
erally, within 10 or 20 years, have a fi-
nancial system where virtually all of 
the securities activities and all of the 
insurance activities, if banks were al-
lowed to do insurance within the bank 
itself, would be dominated by a handful 
of big banks. In other words, our econ-
omy would look very much like the 
Japanese economy, in terms of its fi-
nancial structure. 

Chairman Greenspan says, if your 
choice is no bill or doing what the Sar-
banes substitute wants to do, for safety 
and soundness reasons, for the protec-
tion of the taxpayer, for the protection 
of competition, for the protection of 
the competitiveness of the American 
economy, Chairman Greenspan says: 
Kill the bill before you do what the 
Sarbanes substitute would do, in terms 
of letting banks in these other lines of 
financial services within the structure 
of the bank. 

Chairman Greenspan said let banks 
do these things—let them sell insur-
ance, let them provide securities serv-
ices—but make banks do them outside 
the bank where they have to take cap-
ital out of the bank to capitalize these 
companies and where they compete 
with nonbanks on an equal footing. 

This is a critically important issue, 
and it is an incredible paradox, an ab-
solutely astounding paradox that Sen-
ator SARBANES, who supported Chair-
man Greenspan’s position in the bill 
last year, is now taking exactly the op-
posite position. It is my understanding 
that perhaps all the Democrat Mem-
bers of the Senate may be inclined to 
take this position, a position that 
many of them, perhaps two out of 
every three, would have opposed as any 
kind of freestanding measure. I hope 
that is not the case, but perhaps it is. 

If for no other reason, if you do not 
have 101 other reasons to vote against 
the Sarbanes substitute, listen to Alan 
Greenspan: Spare the taxpayer, spare 
deposit insurance, and spare the econ-
omy by rejecting this proposal. 

The pending substitute dramatically 
expands CRA. It dramatically expands 
CRA in several ways. For the first time 
in the history of CRA, the Sarbanes 
substitute provides that financial insti-
tutions that fall out of compliance 
with CRA will now be deemed to be in 
violation of banking law and, there-
fore, potentially subject to fines of up 
to $1 million a day. 

Let me remind those who do not fol-
low these issues—and why would you 
unless you are in this line of work?— 
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currently under the Community Rein-
vestment Act, while banks are evalu-
ated every year and while banks take a 
legitimate pride in getting good scores 
on their evaluations, they are not re-
quired to be in compliance. The only 
time CRA imposes a ‘‘penalty’’ is if a 
bank wants to take an action that re-
quires CRA evaluation—such as the 
opening or closing of a branch, or sell-
ing or buying a bank, or merging with 
another bank. 

The Sarbanes substitute would vastly 
expand CRA by making it a violation 
of Federal banking law simply to be 
out of compliance with CRA and, in the 
process, potentially subject not just 
the bank, but an individual bank offi-
cer and an individual board member, to 
a fine of $1 million a day. 

The Independent Community Bank-
ers of America sent a letter today rais-
ing a very important issue. Little 
banks have trouble getting people of 
substance to serve on their bank 
boards. It is hard because there are li-
ability issues involved, and one of the 
big struggles that little banks have is 
getting city leaders to be on the bank 
board. We want the best people to serve 
on bank boards because they are the 
people who ultimately make decisions 
that affect safety and soundness, that 
affect the well-being of the depositor, 
that affect lending policy, and that af-
fect the taxpayer through Federal de-
posit insurance. 

I want you to listen to the president 
of the Independent Community Bank-
ers of America. This is an organization 
that represents small, independent 
banks all over America. Listen to this 
paragraph: 

We also have grave concerns about expand-
ing CRA enforcement authority to include 
the levying of heavy fines and penalties 
against banks or their officers and directors. 
An ongoing challenge for many community 
banks in small communities is finding will-
ing and qualified bank directors. Legislation 
following the savings and loan crisis of the 
1980s and early 1990s greatly increased the 
amount of civil monetary penalties to which 
bank officers and directors may be subject. 
Any increase in the potential for fines and 
penalties could provide further disincentive 
for serving on a bank board. 

All Members should realize that this 
does not apply just to small banks, it 
applies to big banks. If you had a bank 
with 200 branches and just one branch 
fell out of compliance, you could po-
tentially be subjected to this fine. This 
is regulatory overkill. This is totally 
unjustified. 

Our colleague, Senator SARBANES, 
says we have not presented enough 
data about abuses. Where is the abuse 
that could possibly call for such a pro-
vision? This is punitive legislation at 
its worst, and if you think we have a 
problem now with community groups 
intervening and demanding cash pay-
ments, you add to it a possibility that 
a bank officer or board member could 
be fined $1 million a day and you are 

going to multiply the abuse a thou-
sandfold. This is a proposal which was 
clearly written, and I can tell you 
where and when, when there was a des-
perate effort in the House to get their 
bill passed last year. It passed by one 
vote, and they basically gave this pro-
vision to groups that wanted to mas-
sively expand CRA. That is how it got 
into this whole debate. 

I cannot believe anybody seriously 
would want to subject bank officers 
and bank directors to a potential $1- 
million-a-day fine for temporarily fall-
ing out of compliance with CRA. 

The Sarbanes substitute expands 
CRA by requiring CRA compliance to 
engage in new financial activities, in-
cluding insurance and securities. No 
CRA test is now required for such 
banking activities. 

Here is the whole issue. Today, some 
banks do sell insurance. Today, some 20 
banks engage in securities activities, 
and virtually every bank, through 
their holding company, engages in ac-
tivities which, under the Sarbanes sub-
stitute, would be pushed out of the 
trust department and into an affiliate 
or an operating sub and, therefore, 
would subject that bank to this new 
regulation. 

The point is, current law does not re-
quire a bank to get CRA approval to 
sell insurance. Current law does not re-
quire a bank to get CRA approval to 
sell securities. This is, again, a massive 
expansion in CRA. And if the Senator 
is justified in questioning our justifica-
tion for wanting to adopt two modest 
reforms of CRA, I think it is reasonable 
to ask what is the justification for this 
massive expansion in CRA. 

Finally, on CRA, for the first time in 
American history, the Sarbanes sub-
stitute would expand CRA to a non-
insured institution. The justification 
for CRA was that banks and other 
banking-type institutions, S&Ls, have 
deposit insurance. 

And that is a subsidy to the bank. 
Therefore, asking the bank to provide 
these resources, on a broad basis, to 
the community or to allocate capital 
based on a Government dictate rather 
than the market had a justification. 
That was the justification for CRA. 

The Sarbanes substitute would ex-
pand CRA coverage to a new institu-
tion, the wholesale financial institu-
tion, or WFI, which does not have FDIC 
insurance. This is a clear expansion of 
CRA beyond anything that has ever 
been enacted into law. In addition, the 
Sarbanes substitute would repeal the 
two reform provisions that are in the 
bill. 

I am not going to get into a long dis-
sertation on this subject, because we 
are going to have an opportunity to de-
bate this subject at length tomorrow— 
and believe me, I am ready to debate 
it—but I just want to make a couple 
points about the provisions that would 
be stricken by the Sarbanes substitute. 

First of all, our first provision is an 
integrity provision. Put simply, con-
sider a bank that is in compliance and 
has been in continuing compliance 
with CRA for 3 years in a row, so that 
in the mind of the regulator, based on 
the information they have been pre-
sented—and any group in America can 
have an input into those evaluations— 
this bank is a good actor, they have a 
good record of compliance. 

The Sarbanes substitute would strike 
our provision that says that while any-
body can present any information they 
want to the regulator—and the regu-
lator can demand a new evaluation 
when the bank in question seeks, for 
example, to merge with another bank 
or sell or buy a bank—but unless the 
protesting group presents some sub-
stantial evidence that this bank is out 
of compliance—something that their 
regulators had said three times in a 
row they were not—unless they can 
present some substantial evidence, 
then based on that objection alone, the 
regulator cannot turn down the pro-
posal or delay it. 

I went through earlier today—and I 
hope people heard it and remember it— 
but I went through what ‘‘substantial 
evidence’’ means. The most important 
thing to remember about it is, the law 
already requires it. All banking law re-
quires decisionmaking to be based on 
‘‘substantial evidence,’’ and bars deci-
sionmaking based on arbitrary and ca-
pricious action. All banking law cur-
rently requires it. All appeals of bank-
ing regulator decisions must be based 
on the absence of substantial evidence. 

So really what we are trying to do 
here is force the regulator to comply 
with the normal administrative con-
vention, which is, if somebody wants to 
enter a process—at the last moment, in 
this case—and demand that someone 
not be allowed to do something that 
they have earned a right to do, then 
they must present substantial evidence 
to show that they are not complying. 

Senator SARBANES suggested that the 
evidence can only be on items which 
have occurred since the last evalua-
tion. Not so. In fact, what our bill says 
is that the regulator may not delay or 
deny an application unless ‘‘substan-
tial verifiable information arising 
since the time of [the bank’s] most re-
cent examination under that Act dem-
onstrating noncompliance is filed with 
the appropriate Federal [regulator].’’ 

Our provision provides that any new 
information may be presented. It is not 
something that has occurred since the 
last evaluation. It is something that 
the banking examiners did not have be-
fore when they said the bank was com-
plying with the law. 

I went through at great length the 
900—I did not go through all 900 of 
them—but 900 times in Federal stat-
utes we refer to ‘‘substantial evi-
dence.’’ We have 400 court cases that 
have defined it. What does it mean? 
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‘‘More than a scintilla of information,’’ 
a factual basis under which a reason-
able person might reach a conclusion— 
not that they would reach a conclu-
sion, but that they might reach a con-
clusion. 

So what Senator SARBANES is deter-
mined to kill is a simple proposal that 
certainly does not repeal CRA or over-
turn CRA or do violence to CRA. All it 
says is, if a bank has a long record of 
being in compliance with CRA, if they 
are in compliance with CRA now, and 
they want to undertake an action that 
requires CRA evaluation, that if some-
body wants to come in and object, they 
can say anything they want, they can 
present any information they want, 
but the regulator cannot overturn 
their established record unless the pro-
tester presents substantial information 
or data to back up their claim. 

You might ask, why could anybody 
be opposed to that? Can you imagine 
that you have a bank which is trying 
to buy another bank, and they have 
been in compliance with CRA for three 
evaluations in a row and are currently 
in compliance, they have hundreds of 
millions of dollars at stake in consum-
mating this agreement, a decision that 
can affect thousands of people, and you 
let one protester, who often is from not 
just another State but another region 
of the country—a protester from 
Brooklyn, NY—and he comes in and 
protests a bank merger in Illinois and 
will not go away until he gets his ‘‘ex-
penses paid’’ and until he gets a cash 
payment? Now, under our provision, 
anybody can come in and protest, but 
in order for them to be able to stop the 
process, they have to provide substan-
tial information. 

I cannot understand how anybody 
can be opposed to that. 

The second provision of our bill that 
would be overturned by the SARBANES 
substitute is the small bank exemp-
tion. Let me try to explain this, I 
think, in a way that everybody can un-
derstand. 

I have two colleagues here. Let me 
say that I am sorry, but Senator SAR-
BANES took an extended period of time 
to present this, and I have to go 
through and be sure it is responded to 
comprehensively. So I am probably 
going to talk for another half an hour 
or 45 minutes. If either one of my col-
leagues has just a few minutes, I will 
stop and let them speak. But I do not 
want them staying around here, stand-
ing up and thinking that I am about to 
finish. So with that, if either one of 
you just has an announcement you 
want to make or a unanimous consent 
request, I will yield. OK. 

Here is the problem. You have little 
banks in rural areas. They have, most 
of them, between 6 and 10 employees. 
They are serving communities that do 
not even have a city, much less an 
inner city, and they are being forced to 
comply with this law called CRA. 

It would be one thing if there were a 
record showing that these small, rural 
banks are not lending in their commu-
nities. But the plain truth is, as I 
pointed out earlier, since 1990 there 
have been 16,380 examinations con-
ducted by bank regulators of small 
banks and S&Ls in rural areas, that is, 
outside standard metropolitan areas. 
And in those 16,380 examinations, only 
3 rural banks have been found to be in 
substantial noncompliance. These ex-
aminations and the regulatory burden 
imposed in complying with this law 
costs the average rural bank between 
$60- and $80,000. Imagine, you have a 
bank with 6 to 10 employees and they 
have to pay $80,000 to comply with a 
law that has found, since 1990, 3/100 of 1 
percent of them out of compliance. 

You might ask, is this overkill? It is 
interesting, because in other financial 
laws that relate to similar issues, we 
exempt banks outside standard metro-
politan areas. In the HMDA statute re-
lated to similar areas, if you are very 
small, you are exempt if you are out-
side a standard metropolitan area. And 
that is what we are talking in our pro-
vision—exempting very small banks in 
very rural areas. 

Instead of my speaking for the prob-
lem, let me let the people who are af-
fected speak. They are a lot more ar-
ticulate on these issues than I am. Let 
me just run over some numbers with 
you. 

We have received hundreds of letters 
from small banks all over America urg-
ing us to adopt the provision in this 
bill; we have received 488 as of today. 
What these small banks tell us is that 
CRA compliance is costing them be-
tween $60- and $80,000 a year. 

The First National Bank of Seiling, 
OK, has estimated it takes the equiva-
lent of one full-time employee to com-
ply with CRA. The Chemical Bank of 
Big Rapids, MN—with assets of $94 mil-
lion—agrees that it takes one full-time 
employee. Crosby State Bank of Cros-
by, TX, agrees with the one full-time 
employee. The First National Bank of 
Cortez, CO, thinks that they spend a 
minimum of 100 hours annually of CRA 
compliance officer time. 

Let me read from some of the letters 
that have been submitted to the com-
mittee. I am only going to read from 
five or six of them, but I think they 
tell the story. 

The first letter is from the Cattle Na-
tional Bank. The Cattle National 
Bank, for those of you who don’t know, 
and you should, is in Seward, NE. Here 
is what the vice president and cashier 
of the Cattle National Bank in Seward, 
NE, says: 

Let me add that since the origination of 
public disclosure of CRA examinations we 
have not had one person from our commu-
nity ever request the information. The only 
requests that we have had have come from 
bank consultants wanting to glean some tid-
bit from our disclosure. 

This is a letter from Copiah Bank, 
which is a national bank in Crystal 

Springs, MS. This is written by the 
president and chief executive officer. 

Our Compliance Officer, Gary Broome, and 
his assistant have spent many research 
hours and reams of paper in their efforts to 
comply with the mandated requirement’s 
paper work. We have even had to outsource 
some of its checkpoints to a compliance con-
sultant from time to time. As an $83 million 
community bank . . . that means they prob-
ably have 6 or 7 employees . . . we feel an 
obligation to help in your efforts toward eas-
ing our paper work burden. 

Lakeside State Bank, ND. 
As a former bank examiner for the Federal 

Deposit Insurance Corporation, which in-
cluded consumer compliance experience, and 
as a banker for over 15 years I believe I have 
a good understanding of the intent and the 
workings of CRA. Over 47 years of our exist-
ence we have provided financing to virtually 
every main street business in our town, our 
customer base includes approximately 80 
percent of the area farms and for the last 
several years over 50 percent of our loans 
have been to American Indians. The law— 

And he means CRA. 
. . . is a heavy burden because of the expan-
siveness of the regulations and the paper re-
quirements of compliance. We spend hours 
documenting what we have already done 
rather than spending that time more effi-
ciently by doing more for our community. 

This is from Farmers and Merchants 
Bank, and this is in Arnett, OK, writ-
ten by the executive vice president and 
CEO. 

I am the CEO as well as the chief loan offi-
cer, compliance officer and CRA officer. I 
have to wear so many hats because we are 
small and have a staff of only 7 including 
myself. CRA compliance, done correctly, 
takes a lot of time, which takes me away 
from my primary responsibility of loaning 
money to my community. It has almost got-
ten to the point that lending is a secondary 
function. It seems like we have the choice of 
lending to our community or writing up CRA 
plans showing how we would lend to the 
community if we had time to make the 
loans. 

It is funny how wisdom just leaps off 
the page. 

Large banks can hire full time CRA offi-
cers and other compliance personnel to ad-
minister CRA programs, but small banks 
cannot . . . 

This is from the Redlands Centennial 
Bank, and it is in Redlands, CA. 

We spent approximately $80 thousand dol-
lars of our shareholders’ money last year 
supporting this ill-defined regulation. Even 
the regulators who examined us were hard 
pressed to give us specific definitions on how 
we might better implement this regulation. I 
am urging you to get rid of this nonsensical 
CRA yoke. Keep up the fight, because there 
are a lot of us out here who are too busy bal-
ancing making a living with government 
regulations in this crazy business . . . 

Chemical Bank North, which is a lit-
tle bank in Grayling, MI. It is a $74 
million bank, which means it probably 
has 6 to 10 employees. 

As it is, we must devote disproportionate 
resources to creating and maintaining the 
‘‘paper trail’’ that the current CRA regula-
tions require. Our board members must at-
tend time consuming CRA Committee meet-
ings and our officers and staff members 
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spend significant valuable time preparing re-
ports and keeping records that serve no pur-
pose other than to keep us in compliance 
with a regulation that attempts to enforce 
from a regulatory standpoint what we do ev-
eryday in the normal course of our 
business . . . I would estimate that we de-
vote the equivalent of a full time employee 
to all aspects of CRA compliance. 

I mean, does anybody care that, for 
this little bank, that one-tenth of their 
payroll is needed to comply with a gov-
ernment regulation that in 9 years, in 
16,000 such audits, has found only 3 
banks substantially out of compliance? 
In 9 years, in 16,000 audits of banks like 
the Chemical Bank in Grayling, MI, 
government regulators have found only 
3 banks out of the 16,000 evaluations 
where there was substantial non-
compliance. And yet, we are making 
these banks pay $80,000 a year. Does 
anybody care? You know, we talk 
about the little guy and why aren’t we 
here debating this and that. Does any-
body care that a little bank, trying to 
serve consumers in a small town, a lit-
tle independent bank in an era when a 
lot of people are worried about all the 
banks being taken over by big banks, 
here is a little bitty bank trying to 
stay in business, and 1 out of every 10 
people they employ—because they only 
employ 10—has to spend time com-
plying with one regulation, which, over 
9 years, in 16,000 audits, has found 3 
violators? Yet, our colleague, Senator 
SARBANES, is so outraged that we 
would lift this paperwork burden that 
he has offered a substitute. I don’t un-
derstand it. I don’t understand it. But 
I don’t guess I have to understand it. 

First National Bank, founded in 1876, 
in Wamego, KS, spelled W-A-M-E-G-O. 
I ask the Chair, am I pronouncing it 
right? 

The PRESIDING OFFICER (Mr. 
BROWNBACK). The Chair notes that the 
correct pronunciation is Wamego. 

Mr. GRAMM. The occupant of the 
Chair knows because he knows and 
loves everybody that lives in that 
State, and I appreciate that. Wamego, 
KS. This is a little bitty bank, the 
First National Bank of Wamego, KS, 
founded in 1876. In other words, it has 
been in business for 123 years. How big 
do you think it is after 123 years of 
service? They have $65 million in as-
sets, and it is the lifeblood of Wamego, 
KS. It is struggling with paperwork. It 
is a small bank and has 6 to 10 employ-
ees. People in that town are proud they 
have a bank. In a lot of towns that size, 
the bank has already gone broke and 
moved off to the big city. This bank 
has not deserted its customer base. 
They are trying to make a living. Let 
me read to you from their letter: 

Our bank was listed 2 years in a row as the 
best bank in Kansas to obtain loans for small 
businesses by Entrepreneur Magazine. 

They have received an outstanding 
rating under CRA—the best rating you 
can get. 

Our outstanding grade did not make us a 
better bank. CRA did not make us make 

more loans than we would have made. CRA 
did take a lot of employee time to document 
that we were an outstanding bank. 

Here is the point. This is a little 
bank that has been doing the job for 
123 years. It only has $65 million in as-
sets. This is a very small bank. It prob-
ably does not have 10 employees. It has 
been evaluated as being outstanding. 
But in 16,000 evaluations over the last 9 
years, bank regulators nationwide 
found only 3 banks that were in sub-
stantial noncompliance. Why are we 
tormenting this little bank in Wamego, 
KS, which is doing a great job, and im-
posing $60,000 to $80,000 in costs on 
them to discover that only 3 banks out 
of 16,000 evaluations aren’t doing a 
good job? 

The next letter is from Nebraska Na-
tional Bank, which is in Kearney, NE. 
They have $34 million in assets. This 
has to be one of the smallest banks in 
America. It has been in business for an 
extended period of time. I don’t know 
how many employees they have, but I 
would guess five or six employees in 
the whole bank: 

We do not make foreign loans. We don’t 
speculate in derivatives. We don’t siphon de-
posits from this area to fund loans else-
where. Instead, like virtually all banks 
under $250 million in assets [remember, they 
are only $34 million in assets], we provide 
home loans, business loans, farm loans, con-
struction loans. We don’t do this because of 
the Community Reinvestment Act, but be-
cause it makes good business sense. I bit-
terly resent every minute of my time and 
that of my staff spent to comply with this 
regulation because it takes time away from 
productive duties. I feel the regulation is 
now being used by consumer activist groups 
to shake down banks seeking regulatory ap-
proval for expansion of mergers. 

Now, that is a strong testament. 
Nothing I could say could give a 
stronger testament than that. 

Let me give you one final one. Like I 
said, we have 488 just like it. They 
don’t understand why it is unreason-
able to lift this heavy regulatory bur-
den when only 3 substantial noncompli-
ant banks have been discovered in 9 
years after 16,000 audits. You take 
16,000 audits at $80,000 apiece, for the 
banks, that is a lot of money for these 
little towns. 

The last letter is from American 
State Bank, an independent bank in 
Portland, OR. It is signed by the chair-
man and the CEO: 

As one of the oldest and most strongly cap-
italized African American owned banks west 
of the Mississippi River, Portland based 
American State Bank supports your position 
on CRA exemption for nonmetropolitan 
banks. We also urge you to explore exempt-
ing from CRA requirements minority-owned 
commercial banks. Today, minority-owned 
banks still maintain their focus on serving 
our Nation’s minority communities and 
their citizens. It is redundant at best to im-
pose CRA requirements on banks whose sole 
purpose is to serve minority citizens. At 
worst, it compels minority banks to sustain 
burdensome, expensive administrative costs 
and subjects banks to a bureaucracy largely 

unaware of the realities of the inner-city 
marketplace. 

Now, I could go on and on, Mr. Presi-
dent, in outlining the arguments re-
lated to small banks, but let me stop 
there on this issue and go back to the 
other provisions of the bill. 

Let me say to my colleague that to 
go through and respond to each of the 
points Senator SARBANES made is prob-
ably going to take me another half 
hour. If the Senator has a unanimous 
consent request, or a short statement, 
I would be glad to yield. But if not, I 
want him and others to know that I 
should be finished maybe by 7 o’clock. 

Mr. SARBANES. Will the Senator 
yield? 

Mr. GRAMM. I am happy to yield. 
Mr. SARBANES. Senator KERRY has 

been trying to make a statement all 
day. I guess, by this process he won’t 
be able to do it now. What is the Sen-
ator’s intention for tomorrow? How 
can we carve out some time? 

Mr. GRAMM. It was my hope tonight 
that we could finish debate on this 
amendment, and that we would have a 
vote tomorrow. Our problem, as you 
know, is that we have the two Senators 
from Oklahoma who have flown home 
to participate in the evaluation and as-
sistance with the terrible tragedy that 
happened there with the tornadoes. We 
are hopeful that they are going to be 
back tonight or in the morning. Then 
we are going to have a vote on Senator 
BYRD’s resolution commending the 
Rev. Jesse Jackson, and other clergy 
leaders who participated in his trip. 
That vote is going to occur in the 
morning; I am not sure exactly what 
time. But the idea would be to have 
that vote in the morning and then, at 
that point, either I or the majority 
leader would move to table the amend-
ment and we would have a vote on it. 
We would then offer one of our amend-
ments at that point. 

Mr. KERRY. Will the Senator yield? 
Mr. GRAMM. I am happy to yield. 
Mr. KERRY. Unaccustomed as I am 

to speaking from this side of the aisle, 
maybe it will get me extra credit from 
the Senator from Texas. Would it be 
possible to carve out some time be-
cause of my complications on the 
schedule? I have been here a number of 
times today trying to get in on the 
schedule to speak prior to the vote. 
Would I be able to have 20 minutes set 
aside for that purpose? 

Mr. GRAMM. I would assume we will 
have a debate in the morning and that 
we will probably have at least a half an 
hour on each side. I see nothing unrea-
sonable about having time in the morn-
ing. I would strongly suggest that we 
do it. Any Member can object to any 
unanimous consent request. Otherwise, 
if the Senator wishes to have time, we 
will divide the time equally tomorrow. 
I don’t see any reason why he couldn’t 
have a chance to speak tomorrow. 

Mr. KERRY. Mr. President, if the 
Senator will further yield, I don’t want 
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to disturb the schedule of the Senator 
from Maryland or concept of how he 
wishes to proceed managing our side of 
the aisle, if that would fit within his 
framework. 

Mr. SARBANES. If we have sufficient 
time before we vote on this substitute 
to take care of the Senator and a cou-
ple of others who want to speak on it, 
including the minority leader, I don’t 
have a problem with that. But if the 
time period is extremely short, then we 
would be precluded from accomplishing 
this objective. 

Mr. GRAMM. Why don’t I do this. 
Just reclaiming my time, why don’t I 
try to finish up here in 20 minutes and 
yield and let the Senator speak? 

Mr. KERRY. Mr. President, the prob-
lem is that isn’t going to work on the 
schedule I have now this evening. I 
simply say to the Senator, Mr. Presi-
dent, that it would seem to me, in fur-
therance of what the Senator from 
Maryland has said, that if we were to 
write in the order for the morning for 
tomorrow that X amount of time will 
be set on both sides, taking into ac-
count the amount of time I have re-
quested from the Senator, we could ac-
complish all of the goals, if the Senator 
were willing to try to make that the 
order. 

Mr. GRAMM. I don’t know whether 
we have 30 minutes equally divided or 1 
hour equally divided, but within that 
constraint, it seems to me, the Senator 
could speak. 

Mr. KERRY. I thank the Chair. I 
thank the Senator from Texas. I thank 
the Senator from Maryland. 

Mr. GRAMM addressed the Chair. 
The PRESIDING OFFICER. The Sen-

ator from Texas. 
Mr. GRAMM. Mr. President, let me 

just touch on four more issues in the 
Sarbanes substitute that I take strong 
issue with. I see Senator GORTON is 
here and he wanted to say something. 

The next concern that I have and 
that the majority has with the Sar-
banes substitute is that it adopts secu-
rity law revisions making it signifi-
cantly more difficult for small banks 
to engage in trust and fiduciary activi-
ties. These activities currently make 
up about 15 to 20 percent of the reve-
nues of small banks. 

Here is the problem. Our bill goes to 
great lengths to say to some small 
bank in some small town that doesn’t 
intend to get into financial services, 
that nothing in this bill is going to 
force them to take their trust depart-
ment activities that they are now en-
gaged in and either set up an operating 
subsidiary or set up an affiliate. 

I believe the provisions of the Sar-
banes substitute could adversely affect 
virtually every small bank in America 
and endanger the operations that they 
currently can do within a bank only 
under regulation by the bank in the 
name of trust department activities. I 
believe the provision offered by Sen-

ator SARBANES could force many of 
these banks to set up operating sub-
sidiaries, or set up affiliates, and in the 
process drive up their costs and threat-
en their revenues. 

Now we come to the so-called unitary 
thrift holding company. If you listen to 
Senator SARBANES, you get the idea 
that somehow we are expanding com-
mercial activities of banks. The reality 
is that the Sarbanes substitute, by al-
lowing banks to hold a commercial 
basket for 15 years, expands commer-
cial activities of banks substantially 
more than our bill does. 

Our bill restricts the ability of com-
mercial companies—an ability they 
have under current law—our bill re-
stricts their ability to apply for char-
ters and to set up a unitary thrift. 

Unitary thrifts are legal under cur-
rent law. So, for example, General Mo-
tors can get an S&L charter and can go 
into the S&L or banking business 
through that charter. That is the law 
of the land today. As a result, a sub-
stantial number of commercial compa-
nies have gotten those charters. 

Our bill ends that practice. And effec-
tive on the day that the underlying 
committee bill was released as a com-
mittee print, any application for a uni-
tary thrift received after that date 
would not be acted upon. 

The difference between the Sarbanes 
substitute and what we do is that, in 
addition, the Sarbanes substitute goes 
back and says that those unitary 
thrifts that already exist would have 
an ex post facto change in law that 
would limit their ability to sell their 
thrift—which is a change in the regula-
tions under which they set up or 
bought the charter. 

I believe that this is a takings of 
property, that it violates the fifth 
amendment of the Constitution. In 
fact, we have recently had a Supreme 
Court ruling striking down another ex 
post facto law that Congress passed 
that took away provisions that were in 
contracts that banks—and in this case 
S&Ls—had negotiated with Federal 
S&L regulators. 

So we create no new commercial 
powers. There is nothing in our bill 
that in any way expands the ability of 
banks to hold commercial assets, 
whereas the substitute will allow them 
to hold them for 15 years under a 
grandfather provision, a provision that 
is not in our bill. 

I was somewhat stunned to hear the 
presentation by Senator SARBANES that 
we were expanding commercial powers 
when in reality his substitute has a 15- 
year grandfather for existing activi-
ties, a provision that our bill does not 
have. Our bill not only does not expand 
commercial activities but it cuts off 
the issue of new unitary thrift licenses. 
But we do not go back and change the 
rules of the game on S&Ls that in-
vested good money, many of them dur-
ing the S&L crisis, saving the taxpayer 

billions of dollars. We don’t go back 
and change the rules of the game on 
them. 

I talked about No. 7. That is the com-
mercial basket issue. The substitute of-
fered by Senator SARBANES allows com-
mercial banks to hold these commer-
cial assets for up to 15 years. There is 
no similar provision in our bill. 

Finally, the Sarbanes substitute 
strips away power from State insur-
ance regulators. Under the Sarbanes 
substitute, States could only collect 
information but could not act on infor-
mation, nullifying the authority of 
State insurance commissioners to re-
view and approve or disapprove appli-
cations. 

The National Association of Insur-
ance Commissioners opposes this provi-
sion. 

So basically those are the dif-
ferences. I think the differences are 
very clear and very stark. I hope my 
colleagues will look at them and will 
reject this substitute. 

This substitute would create a bill 
that Alan Greenspan and every mem-
ber of the Federal Reserve Board, 
speaking as a body through the Chair-
man, has said would be worse, in terms 
of danger to the taxpayers, danger to 
the insurance fund, danger to the econ-
omy, than passing no bill at all. 

This bill would repeal two very sim-
ple, very targeted, very minor reforms 
of CRA, and would institute the most 
massive expansion of CRA in America 
history. 

I think if people look at any one of 
these eight areas that I have outlined, 
they will conclude that the committee 
acted properly in rejecting the Sar-
banes substitute. But the Sarbanes 
substitute wasn’t rejected just because 
it was deficient in, say, five of these 
eight areas. It was rejected because in 
each and every one of these areas it 
was inferior—in terms of the well-being 
of the taxpayer, the well-being of the 
depository insurance system, the well- 
being of the economy—to the under-
lying bill that was adopted by the 
Banking Committee. 

I urge my colleagues to reject this 
substitute. There will be a tabling mo-
tion tomorrow on some basis yet to be 
agreed to. 

I yield the floor. 
Mr. GORTON. Mr. President, I sup-

port the distinguished Senator from 
Texas, the chairman of the Banking 
Committee, in his advocacy of his own 
proposal and in his desire that we de-
feat the substitute which is before the 
Senate at the present time. 

He has stated in great detail his rea-
son for his support and the majority 
support for his financial reorganization 
bill. I mention only three differences 
that seem to me to be very significant. 

One is the arcane but vitally impor-
tant difference between a holding com-
pany structure and a structure of mak-
ing subsidiaries. In this respect, it 
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seems to me the holding company sys-
tem has worked well for this country, 
literally for generations. The advice of 
the Chairman of the Federal Reserve 
Board, Alan Greenspan, overwhelm-
ingly supports the proposition of the 
choice that has been made in this re-
gard by the committee majority itself. 

Second, with respect to the Commu-
nity Reinvestment Act, it also seems 
to me that the chairman’s modest re-
forms are steps in the right direction. 
They do not destroy that system by 
any stretch of the imagination but, 
they do fire a warning shot across the 
bow of those who would use that bill 
for extortion purposes. 

Finally, and most important to me in 
my own State, is the way in which the 
bill, is against the proposed substitute, 
deals with unitary thrifts. A unitary 
thrift is authorized to affiliate with 
both financial and commercial compa-
nies. This authority is balanced both 
by lending restrictions and by safe-
guards prohibiting thrifts from extend-
ing credit to a commercial affiliate. 
This chartering structure has been 
available for more than 30 years. To 
the best of my knowledge, during that 
30-year period of time, 30 years during 
which thrifts have been allowed to 
combine with commercial firms, there 
have been no major scandals, no seri-
ous corruption, no sapping of Amer-
ica’s capitalism vigor. In other words, 
to limit the authority of thrifts while 
we are extending the authority of com-
mercial banks in the bulk of this bill is 
to deal with an evil that simply does 
not exist. 

Financial modernization should be 
about expanding choices for consumers 
and chartering options, not con-
stricting those options and stripping 
existing authorities from consumer- 
oriented institutions without sound 
policy justification. 

I do not believe we should limit the 
unitary thrift chartering option at all. 
Unitary thrifts have a longstanding 
record of serving their communities. 
There is a glaring absence of any evi-
dence that their commercial affili-
ations have led to a concentration of 
economic powers or posed risks to con-
sumers or taxpayers. This legislation 
includes a provision that grandfathers 
the commercial affiliation authorities 
of unitary thrifts chartered or applied 
for before February 28 of this year. 
Given the lack of any evidence that 
those affiliations are harmful, finan-
cial modernization should, at the min-
imum, not roll back the authority of 
existing unitary thrifts. 

Limiting the ability of commercial 
firms to charter thrifts in the future is 
debatable policy, but there is no ques-
tion in my mind that the authorities of 
existing unitary thrifts should not be 
abolished. 

For these reasons, I oppose the 
Democratic substitute and intend to 
fight any later amendment which deals 
with this issue alone. 

With the expression of my support 
for the position taken by the distin-
guished chairman of the Banking Com-
mittee, I yield the floor. 

Mr. SARBANES. Mr. President, I 
suggest the absence of a quorum. 

The PRESIDING OFFICER. The 
clerk will call the roll. 

The assistant legislative clerk pro-
ceeded to call the roll. 

Mr. GRAMM. Mr. President, I ask 
unanimous consent that the order for 
the quorum call be rescinded. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

f 

THE UNITED STATES CAPITOL 
POLICE AND RECRUIT CLASS 116 
Mr. LOTT. Mr. President, the past 

year has been a trying one for the 
United States Capitol Police. The 
deaths of Officer Jacob Chestnut and 
Detective John Gibson struck a chord 
with the American people and the Con-
gress. We are keenly aware that we 
rely on the men and women of the U.S. 
Capitol Police to protect the Capitol 
Complex and all of those who work and 
visit here. In doing so, they ensure that 
the national legislative process pro-
ceeds unhindered and that citizens are 
safe and free to visit their Capitol, 
view the House and Senate in session, 
and meet with their elected representa-
tives. 

Protecting the Capitol Complex re-
quires well trained, highly-motivated, 
and dedicated police officers. On April 
27, the U.S. Capitol Police added such 
officers to its ranks when it graduated 
Recruit Class 116. The twenty-four re-
cruits in this class proudly became po-
lice officers after successfully com-
pleting five months of exhaustive 
training. These officers came from all 
walks of life and from a number of 
states around the nation. Many had 
prior military experience, others had 
previous experience in the law enforce-
ment profession, while some just re-
cently graduated from college. The 
common bond among these officers is 
the desire to enter the law enforcement 
profession and honor the memory of Of-
ficer Chestnut and Detective Gibson. 

During the graduation ceremony, 
which was attended by the members of 
the U.S. Capitol Police Board, the De-
partment’s Command Staff, and family 
and friends of the recruit officers, Class 
President Robert Garisto gave a speech 
on behalf of the members of the Re-
cruit Class 116. I feel that this speech is 
indicative of the caliber of personnel 
who fill the ranks of the U.S. Capitol 
Police. I ask unanimous consent that 
Officer Garisto’s speech be printed in 
the RECORD. 

There being no objection, the mate-
rial was ordered to be printed in the 
RECORD, as follows: 
UNITED STATES CAPITOL POLICE CLASS 116— 

GRADUATION SPEECH 
Good afternoon everyone. I would like to 

start by expressing my gratitude to the 

Members of Class 116. I have been fortunate 
to have spent the last five months getting to 
know each and every one of you. Now that I 
do, the honor you have bestowed on me by 
allowing me to represent you means so much 
more and it is an experience I will cherish 
forever. 

Now, class, we are about to take a dra-
matic step forward. The challenges which lie 
ahead of us are immense, many of the prob-
lems we will confront as police officers are 
highly complex. The skills and abilities we 
bring to our positions in law enforcement 
must be continually honed to transcend 
these obstacles. 

I am sure everyone here is aware of the 
events that have taken place recently in the 
United States. The crisis of crime and vio-
lence in our society is really a crisis of val-
ues and conscience. It is a problem com-
pounded by the glamorization of violence, 
drugs, sex and greed in Hollywood films and 
music lyrics. Our young people are being told 
that it is okay to carry a 9MM and live the 
lifestyle of a drug dealer, it is all right to 
‘‘sex you up.’’ They are told they have the 
right to the latest music CD or the coolest 
clothes. They have the right to have these 
things even if they have to take from some-
one else. They can have what they want at 
any price regardless of the consequences. 
However, there are consequences to a society 
that sensationalizes sin while it trivializes 
morality and religious beliefs. The con-
sequence is the carnage we see on the streets 
of America almost every day. Too many of 
our children have learned to solve problems 
of conflict and anger with weapons for the 
simple reason that they haven’t experienced 
love, compassion and understanding from 
those who should be the role models in their 
lives. It’s insane and it’s hurting our Nation 
in the worst possible way, because our young 
people are our greatest national resource and 
asset. More importantly, they are our future. 

We as parents, police officers, teachers and 
public officials must take an active role in 
the rearing of America’s youth. 

This world we live upon is a tremendously 
huge place but, technology is, and will con-
tinue to make, the global experience more 
accessible to everyone. Young people must 
understand the global context of our exist-
ence. The horizons and life opportunities 
that exist for them throughout this world. 
And, yes, there will continue to be racism 
and bias fueled by ignorance and fear. Those 
who are different will continue to be judged 
by the standard of what is considered by the 
judge to be normal. However, it should never 
be intellectualized as the sole excuse for fail-
ure. More importantly, it must serve as the 
impetus which pushes us forward toward 
higher achievement and success. 

A contemporary society cannot develop 
unless it places a premium on education and 
human development. The complex issues and 
problems we face today require agents with 
thoughtful and progressive minds committed 
to bringing about positive change. 

I believe that each of us of The Graduating 
Class of 116 are those agents of change. 

Thank you. 
Mr. LOTT. Mr. President, I am proud 

of the men and women of the United 
States Capitol Police and I appreciate 
what they do, each day, in service to 
the Congress and the nation. I would 
like to congratulate Officer Garisto 
and the men and women of Recruit 
Class 116 on their accomplishments and 
I wish them continued success during 
their careers with the United States 
Capitol Police. 
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