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nothing to offset Katrina expenses or 
to reduce our Nation’s deficit. 

Using Hurricane Katrina as an excuse 
to extend tax cuts, while taking from 
the programs that the victims of the 
hurricane need most, is an embarrass-
ment. I hope you will fix it. 

f 

REPUBLICANS OFFER A COMMON-
SENSE BUDGET PROPOSAL 

(Mr. WILSON of South Carolina 
asked and was given permission to ad-
dress the House for 1 minute and to re-
vise and extend his remarks.) 

Mr. WILSON of South Carolina. Mr. 
Speaker, when American families face 
financial crises, they make important 
sacrifices and responsible decisions to 
get their family budget back on track. 

As the Federal Government con-
tinues to pay for the rising cost of hur-
ricanes Katrina and Rita, Congress 
must also make necessary sacrifices 
and follow a strict budget. House Re-
publicans are leading the effort to re-
duce spending and have recently pro-
posed commonsense reforms to elimi-
nate 98 Federal programs, saving more 
than $4.3 billion. 

Democrats’ opposition to this pro-
posal is, unfortunately, not surprising. 
Led by the gentlewoman from Cali-
fornia (Ms. PELOSI), Democratic leader, 
they have tried to increase Federal 
spending by tens of billions of dollars 
at every stage of the legislative proc-
ess. Earlier this year, not a single 
Democratic House Member supported 
the lean budget that passed the Con-
gress. Democrats seem to view the 
budget as a credit card, and when the 
bill gets too high, they pay for the bill 
by simply raising taxes on the Amer-
ican people. 

In conclusion, God bless our troops, 
and we will never forget September 11. 

f 

CUTS IN THE BUDGET 
AMENDMENT 

(Mr. MCDERMOTT asked and was 
given permission to address the House 
for 1 minute and to revise and extend 
his remarks.) 

Mr. MCDERMOTT. Mr. Speaker, 
there was a phrase they used to use 
around here during the Reagan years 
called ‘‘take from the needy and give 
to the greedy.’’ Well, we are back in 
session with that same thought going. 

These cuts in this budget amendment 
we just heard about, the gentleman 
from South Carolina said we were not 
willing to make the cuts. Let me tell 
my colleagues just what one of those 
cuts was so we get a feeling for what 
they are up to. 

There was a rule in many States that 
if you were from a poor family and you 
went to a rich family as a foster kid 
you did not get any money. If you went 
to a poor family, you would get some 
money. They went into court, and the 
court said it did not make any dif-
ference what kind of a family you were 
living in; it was what the child had ac-
cess to and every child ought to receive 

foster child payments in the United 
States, no matter where they were or 
what situation they were in. 

What the Republicans want to do in 
this bill is repeal a court decision. 
They do not like what the courts did. 
The same thing is true about kinship 
care. If a child is picked up by a foster 
home, they get money; but if they are 
picked up by their grandmother, they 
are not entitled to it, no matter what 
the circumstances are. That is the fam-
ily friendly Republican budget cuts. 

f 

SPECIAL ORDERS 

The SPEAKER pro tempore (Mr. 
KUHL of New York). Under the Speak-
er’s announced policy of January 4, 
2005, and under a previous order of the 
House, the following Members will be 
recognized for 5 minutes each. 

f 

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

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

f 

EXCHANGE OF SPECIAL ORDER 
TIME 

Mr. DEFAZIO. Mr. Speaker, I ask 
unanimous consent to take the time of 
the gentleman from California (Mr. 
SCHIFF). 

The SPEAKER pro tempore. Is there 
objection to the request of the gen-
tleman from Oregon? 

There was no objection. 
f 

TAXING AND SPENDING 

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

Mr. DEFAZIO. Mr. Speaker, we heard 
some earlier interesting statements 
from the Republican side of the aisle, 
and one gentleman talked about a 
once-proud party. I guess he was refer-
ring to the Republicans and the fact 
that they used to have a commitment 
to protecting Federal taxpayers and for 
fiscal responsibility, but no longer. 

Now, they keep talking about the 
Democrats taxing and spending. Excuse 
me? Who runs the White House, the 
United States House of Representatives 
with an iron hand, and the United 
States Senate? The Republicans. They 
are in charge of everything. It is the 
President who is submitting budgets 
that are being approved by Republicans 
that are running up huge and growing 
deficits. 

They are trying to say, oh, this year 
was great; it was only $312 billion, only 
the third largest deficit in history. Ex-
cept they forget to tell people they bor-
rowed the whole $180 billion surplus 
out of Social Security and spent that, 
too; and, in fact, some of it went to tax 
cuts for rich people that was paid for 

by working people with their Social Se-
curity money that is supposed to pay 
for the future of that program. 

They say, well, it is the darn Demo-
crats. No, it is not the darn Democrats. 
It is the Republicans who control ev-
erything who have brought up $8 tril-
lion of debt, a 60 percent increase in 
the 5 years George Bush has been in the 
White House; and, no, it was not all 
spent on the war in Iraq and homeland 
security. A lot of it came from huge 
tax cuts to the wealthiest among us, 
immensely expensive tax cuts that go 
predominantly to people who earn over 
$311,000 a year; and they want to give 
permanent exemption of estate tax to 
estates over $6 million. They consider 
$100 million, $200 million, that is a 
small family farm or small business in 
Republicanland over here. 

Unfortunately, those tax cuts are im-
mensely expensive, and they are bor-
rowing the money to finance them and 
the government. 

The entire general fund of govern-
ment of the United States, everything 
that government does outside of the 
military is paid for with borrowed 
money, $1.2 billion a day, some of it 
from Social Security. Yeah, we are bor-
rowing some of it from ourselves. We 
are borrowing a heck of a lot of it from 
China, Japan, and other foreign inter-
ests; and we are adding this mountain 
of debt and we are pushing it forward 
to our kids and our grandkids. In their 
vision, the wealthy would not share in 
the burden. They will not help pay that 
debt because they will be the bene-
ficiary of massive tax cuts. 

What they were going to bring to the 
floor today was so embarrassing they 
could not quite do it. They were actu-
ally going to increase the deficit. 
Under the guise of paying for Katrina, 
they were going to cut programs like 
student loans, $9 billion; Medicare for 
seniors; Medicaid for needy people and 
seniors and other essential programs. 
But they were actually going to cut 
those programs to pay for more, guess 
what, tax cuts for the wealthiest 
among us. 

Are the wealthy really hurting that 
much? Well, actually no. IRS data that 
came out last week say that 99 percent 
of the people in America saw their real 
incomes decline last year; but 1 per-
cent, those who earned over $311,000, 
saw a real increase. But that is not 
even the real thing. 

The real thing was one-tenth of 1 per-
cent, those who earned over $1.3 mil-
lion a year, saw a phenomenal increase 
in their incomes, mostly due to tax 
cuts that are being paid for by bor-
rowing on the backs of working people 
and Social Security. They have the gall 
to come to the floor and say it is the 
Democrats who want to tax working 
people. 

The only working people they are 
concerned about are people who earn 
over $311,000 a year, the investor class; 
but the investor class also happens to 
be the contributor class, the people 
who can write out those $2,100 checks 
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twice a year to their campaign ac-
counts or the even bigger checks to 
their party accounts or to the Presi-
dential campaigns. That is who they 
are taking care of. 

They are borrowing money from 
working people. They are bankrupting 
the country. They are undermining the 
future of Social Security; and now they 
want to pull the rug out from under 
kids who want to get a higher edu-
cation and from seniors who need a lit-
tle bit of help with medical care in 
their old age. They are going to pre-
tend that they are fiscally responsible. 

April Fools has come early to Con-
gress if anybody believes that malar-
key. It is just extraordinary to me, and 
the boys keep turning the volume up 
and keep listening to a little too much 
Rush Limbaugh over there. We are 
going to counter them with the facts. 

The facts are they have run $8 tril-
lion of debt, $27,000 for every American. 
They are borrowing $1.2 billion a day to 
run the government; and now they 
want to cut essential programs, stu-
dent loans, Medicare, Medicaid and 
other programs, to finance more tax 
cuts for the wealthy, more trickle 
down. 

Our people have been trickled down 
on long enough, and more than enough. 
It is time to change the priorities 
around here, and that is what we are 
fighting to do. 

f 

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

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

f 

ORDER OF BUSINESS 

Mr. GARRETT of New Jersey. Mr. 
Speaker, I ask unanimous consent to 
claim my time at this point. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen-
tleman from New Jersey? 

There was no objection. 

f 

REGULATION OF GSE’S 

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

Mr. GARRETT of New Jersey. Mr. 
Speaker, I rise tonight to discuss an 
important issue that could, as we 
know, come before the House as early 
as next week, and that is, the regula-
tion of GSEs, specifically Fannie Mae 
and Freddie Mac, and the impact they 
have on homeowners or people who 
want to buy a new home, and a tax 
that it may place upon them and the 
risk that places to the mortgage mar-
ket in this country. 

Fannie Mae and Freddie Mac were 
chartered by Congress with the main 
purpose of creating a liquid secondary 
mortgage market in this country and 

also providing essential affordable 
housing for lower-income families. To 
help them in this effort, the GSEs have 
a number of benefits, including exemp-
tion from State and local taxes and an 
ability to borrow at a discounted rate 
due to the implied government backing 
they have. 

Beginning in the early 1990s, Fannie 
and Freddie held a combined $12 bil-
lion, that is, 5 percent, of the single- 
family home mortgage market in their 
portfolio; but over the last 15 years, 
this number has grown to over $1.5 tril-
lion, about. 

b 1245 

I say ‘‘about’’ because I cannot give 
you a more specific number, because it 
has been years, if not longer, since any-
one has known precisely what is in 
their books. 

Fannie and Freddie realized that by 
keeping a portfolio of the larger por-
tion of the mortgages they purchased 
and by buying back much of the MBS 
they issued, they could make five 
times as much spread as they could by 
simply securitizing the mortgages that 
they bought and selling the resulting 
MBS to third parties. However, by 
keeping a large amount of mortgages 
and MBS on their portfolio, Fannie and 
Freddie are greatly increasing their in-
terest rate and prepayment risk, which 
leaves them very susceptible to inter-
est rate changes. 

To hedge against these possible inter-
est rate changes, Fannie and Freddie 
use various types of derivatives to shift 
much of the interest rates to derivative 
counterparties. Hedging of this nature 
greatly concentrates interest-rate risk 
in Fannie and Freddie and a handful of 
large banks and investment firms, and 
this concentration has created what is 
known as a systemic risk, which Chair-
man Greenspan has warned about. 

The best way to reduce the systemic 
risk for the economy is by limiting the 
amount of mortgages that Fannie and 
Freddie can hold in their own portfolio. 

Now, I commend the chairmen of the 
committee, the gentleman from Ohio 
(Chairman OXLEY) and the gentleman 
from Louisiana (Chairman BAKER), in 
working to draft legislation to create a 
new world class regulator to oversee 
Fannie and Freddie. However, I believe 
that the House bill does not go far 
enough. 

See, the House bill gives a new regu-
lator the authority to dispose of any 
new assets or liabilities of the enter-
prises if the Director determines such 
action is consistent with safe purposes. 
Now, while this is a step in the right 
direction, I believe that stronger lan-
guage is definitely necessary. I worry 
that a new regulator, without specific 
congressional direction to reduce the 
size of portfolios of the GSEs, will face 
constant political pressures from the 
GSEs, thus putting the possible prob-
lems that result on the backs of Amer-
ican taxpayers. 

Now, some argue that if Fannie and 
Freddie portfolios are curtailed, they 

will not be able to meet their afford-
able housing goals. But this is not the 
case. 

As the former head of OFHEO noted 
just last week, ‘‘The amount of time 
and resources that the enterprises 
must dedicate to managing the risks 
associated with their portfolios is very 
substantial, and it dwarfs any marginal 
benefit to their affordable housing mis-
sion. In addition, the recent scandals 
at both companies illustrate the prob-
lems they can get themselves into as 
they try to manage this volatility as-
sociated with very large portfolios.’’ 

Limiting the portfolio growth is the 
number one priority of the administra-
tion in addressing GSE reform. Chair-
man Greenspan, Secretary Snow, Sec-
retary Jackson and others have all spo-
ken out on the need to rein in these 
large portfolios that exist solely to in-
crease the profits for Fannie and 
Freddie executives and their share-
holders. 

In a speech last spring to the Federal 
Reserve Bank of Atlanta, Chairman 
Greenspan discussed the GSEs’ ability 
to securitize mortgages and the bene-
fits that it would have on the housing 
market and the health of the entire 
economy. He stated, ‘‘The method of 
GSE financing most consistent with 
our mission is to securitize assets first 
and to hold in their portfolios only 
those assets that are very difficult or 
unduly expensive to securitize.’’ And 
here is the key part: ‘‘Without the 
needed restrictions on the size of the 
GSE balance sheets, we put at risk our 
ability to preserve safe and sound fi-
nancial markets in the United States, 
a key ingredient of support for hous-
ing.’’ 

So in conclusion, Mr. Speaker, legis-
lation that is coming before the House 
next week dealing with GSE, Fannie 
and Freddie reform is a good first step, 
but is not in the current format some-
thing that we should support. It will 
result in a tax on the American tax-
payer, it will result in a tax on the 
American who is trying to buy his first 
house, and it will add risk to the al-
ready risky mortgage market in this 
country. 

f 

The SPEAKER pro tempore (Mr. 
KUHL of New York). Under a previous 
order of the House, the gentleman from 
Ohio (Mr. BROWN) is recognized for 5 
minutes. 

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

f 

ORDER OF BUSINESS 

Ms. WOOLSEY. Mr. Speaker, I ask 
unanimous consent to speak out of 
order. 

The SPEAKER pro tempore. Is there 
objection to the request of the gentle-
woman from California? 

There was no objection. 
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