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Mr. KANJORSKI.  Mr. Speaker, I rise today to express support—albeit with some reluctance—for this latest version of H.R. 3221, now known as the Housing and Economic Recovery Act.  While we must act quickly to stabilize our economy and mortgage markets by passing this bill, the package before us is somewhat imperfect.  That being said, I will vote for this legislation in order to help working Americans to purchase or remain in their homes, protect the assets of senior citizens, and assist veterans with their housing needs.
H.R. 3221 contains many desirable policy reforms.  It will put in place a strong, independent regulator with robust bank-like powers to ensure the safety and soundness of Fannie Mae and Freddie Mac.  I have worked for more than 8 years as a leader on the Capital Markets Subcommittee to reach a consensus on world-class regulatory reform for these sizable financial institutions.

The bill sensibly modernizes the existing operations of the Federal Housing Administration, too.  Further, H.R. 3221 improves the ability of the FHA to help many homeowners now facing the prospect of a foreclosure to remain in their homes, but only at a significant cost to the financial institutions currently holding the loans and the promise that the government can share in the gains in the values of the homes that it helps to save.
In addition to altering the regulation of the Federal Home Loan Banks, the bill will permit these institutions to provide credit enhancements for tax-exempt municipal bonds, as first proposed in my bill, H.R. 2091.  The ongoing problems in the bond insurance markets have affected the ability of municipalities to issue affordable bonds to construct roads, build schools, and expand hospitals.  This important reform helps to fix that problem in the short term.
H.R. 3221 further includes several important provisions that will enable the Federal Home Loan Bank System to accomplish more in the broad area of economic development, community development, public finance, and public infrastructure.  The System is uniquely positioned to promote such activities, and these reforms build on the 1999 law I worked to enact.
Specifically, we have added explicit economic and community development language to the System’s mission in guiding the new Deputy Director.  Our intention is that the regulator should apply this direction on mission to all approved activities, including advance programs, new business activities, letters of credit, acquired member asset programs, and the full use of their investment powers.
This bill also includes a number of promising reforms to help the manufactured housing industry.  To provide more affordable housing, the bill will require Fannie Mae and Freddie Mac to serve this market sector.  The bill also updates FHA loan requirements for these homes.

Moreover, this bill contains two significant reforms on which I have worked for some time.  More than 3 years ago, I proposed legislation to require the licensing and registration of those individuals who originate mortgages.  The new registry and broker licensing conditions in this bill closely adhere to the proposal I first made.  The legislation also contains my amendments to protect the independence of appraisers and allow them to serve as honest referees of a home’s value.

While there is much to like in this bill, we could have employed a better process in bringing up several matters now found in this extensive package.  In this regard, I would like to focus on the GSE backstop and the increase in the debt limit.

Less than two weeks ago, the Bush Administration put forward an expansive GSE liquidity backstop proposal.  Because this initial plan caused significant concerns for many, we modified this standby authority before inserting it into this package.
As a result, the backstop now includes several taxpayer protections like limiting dividends, capping executive pay, and ensuring the government receives preferences and priorities in repayment by the GSEs.  We could have, however, gone even further in these safeguards by capping the government’s total exposure.  We also should have allowed for more public scrutiny of these matters than time allowed us.
Ironically, the Administration’s last-minute request on the backstop alters the balance we previously sought to achieve on GSE structural reforms.  In particular, the package before us will remove presidential appointees from the boards of Fannie Mae and Freddie Mac.  It also eliminates governmental appointees to the boards of the Federal Home Loan Banks.  
If the government now has a greater potential to provide more capital to the GSEs, it should have maintained a seat at the table in their daily governance.  I very strongly believe that these public appointees have helped to focus the GSEs on their public missions and protect taxpayers.  I will therefore very closely monitor the implementation of these changes to safeguard the government’s interests.
The decision to use this package as the ultimate vehicle for increasing the national debt ceiling by $800 billion to $10.6 trillion is also very concerning.  When Ronald Reagan first took office, we had only $800 billion in national debt.  Because this increase in the public debt limit requested by the Bush Administration equals the amount the country ran up in its first 204 years, we should have considered the matter separately rather than pursuing this expedient path.

On the whole, however, the somewhat imperfect compromise before us is necessary and important.  We cannot allow the proverbial perfect to be the enemy of the good.  We need to take strong, swift action in order to end the negative feedback loop that continues to occur in our capital markets and the housing sector.  Because this consensus product is designed to achieve that goal, I will vote for H.R. 3221.
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