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AIG’s problem is that rating agency down-

grades of AIGFP force collateral to be post-
ed. Such a clause essentially transforms 
their exposure from an insurance policy that 
only requires payout when losses are real-
ized, to a policy which requires payout de-
pending on how markets price similar expo-
sures. And right now, mortgage-backed de-
rivatives are the leprosy of the financial 
markets, with prices arguably below fair 
value (a). However, for valuation and cap-
italization purposes, insurance regulators, 
accountants and rating agencies (no irony 
intended) are not interested in anyone’s esti-
mate of fair value right now. Instead, they’re 
relying on the last marginal price that any-
one happens to sell at, with the most des-
perate seller setting the price. If only prop-
erty taxes worked that way; everyone would 
get tax certiorari relief based on the neigh-
borhood’s worst foreclosure sales. 

I will leave it to others to describe the ca-
lamitous (or not) outcomes that the Fed de-
cided to avoid. It would be speculation, al-
though today’s news of the oldest money 
market fund in the country (with $60 billion 
at its peak) ‘‘breaking the buck’’ was pos-
sibly a small example (b). What the Fed gets 
in return for saving AIG: a 2-year loan at 
Libor plus 8.5%, plus an 80% ownership inter-
est in the company. I know a lot of private 
equity and mezzanine funds that would love 
to have gotten a deal like that, but they 
didn’t have enough capital. And that was the 
problem: AIG is so big that the numbers in-
volved were too large for banks and other 
private sector entities to contemplate, par-
ticularly within 48 hours. AIG’s former 
chairman stated that equity investors did 
not have to be wiped out, but there was only 
one entity left that was big and adroit 
enough to offer the terms and capital needed 
to forestall a possible bankruptcy (c), and it 
was the U.S. government. While I think the 
U.S. government made a good investment for 
taxpayers, the Pandora’s box is going to be 
quite a challenge. 

We’re not going to rush out and buy equi-
ties on the view that the world’s problems 
are over, or that the Fed will bail anything 
else out. The economic news, drowned out by 
corporate events over the last two weeks, is 
still pretty bad. This week’s charts from our 
investment meeting (state tax receipts, 
small business optimism, the U.S. manpower 
employment survey, the Baltic Freight 
index, retail sales, Eurozone industrial pro-
duction, hotel occupancy rates and just 
about everything related to growth or con-
struction in China) all look the same: plum-
meting. There’s also the minor issue that the 
Fed is running out of money for these bail-
out/investment exercises (d). But with the 
decline in commodity prices, inflation fore-
casts are tumbling, rendering stagflation 
risks much lower. While we’re at it, the Peak 
Oil crowd promoting crude oil call options 
struck at $200 should concede what we’ve 
been saying: there was an enormous amount 
of speculation pent up in energy markets 
(e.g., an 8-fold increase in bank OTC oil de-
rivative exposure in the last 3 years), and it 
wasn’t just the supply-demand equation. Oil 
will rise again, and we need solutions to en-
ergy supplies, but $140 in July 2008 was ridic-
ulous. 

We are making some regional shifts in 
portfolios (from Europe to the U.S.) given a 
slower global economy, the prevalence of 
much higher levels of government and cor-
porate debt in Europe, and more rapidly 
slowing European earnings estimates. We are 
also holding onto our cash balances, and are 
investing newly funded accounts slowly. But 
we are not, as we reiterated last week, posi-
tioning for Armageddon, which the Fed 
might have just averted with its actions this 
week. 

Notes: 
(a) AIG released a report on August 7 with 

their CDO stress-testing. The assumptions 
look conservative to me: 80%–90% of 
subprime loans expected to default, with 
20%–30% recoveries upon foreclosure. As-
sumptions on prime loans were not much 
better: 60% expected to default, with recov-
eries of 65% upon foreclosure. AIG computed 
its fair value stress-testing loss on the CDO 
portfolio at around $10 billion, compared to 
the $25 billion in losses they’ve taken so far. 
This suggests that one of 3 things are true: 
(i) the non-transparent process through 
which AIG applied the stress-testing assump-
tions were too generous and underestimate 
the loss, (ii) secondary market prices driving 
the actual marks are too low, or (iii) the 
markets are right and the assumptions above 
are still not catastrophic enough. These out-
comes are not mutually exclusive, but you 
could drive a truck through the difference 
between the stress-testing case and losses re-
alized so far. Call me crazy but I think it’s 
mostly (ii). 

(b) That’s what happens when a money 
market fund does not provide a dollar back 
for each dollar invested. A very rare occur-
rence which only happened once, in 1994. 

(c) As far as we can tell, the Fed’s invest-
ment does not constitute an ‘‘event of de-
fault’’ the way the GSE conservatorship did. 

(d) For monetary policy geeks only: the 
AIG deal reduces the amount of 
unencumbered Treasury bonds held by the 
Fed under $200 billion. From the March 12, 
2008 Eye on the Market: ‘‘Something is nag-
ging at me. Over the long run, I hope the Fed 
hasn’t misjudged something. It’s not that 
the Primary Dealer Credit Facility, is infla-
tionary. For every dealer that comes to the 
Fed, the Fed sells assets to raise cash to 
lend, so their monetary targets are un-
changed. But Fed assets are not unlimited: 
existing facilities already reduce some of the 
Fed’s $700 billion in assets. In the highly un-
likely event that the Fed’s assets were ex-
hausted, they’d have to start the printing 
press. We need to hope they haven’t pre-
maturely pledged assets to dealers that are 
normally reserved to stabilize banks during 
a potentially painful economic downturn.’’ 

CDO = Collateralized Debt Obligation. 
GSE = Government Sponsored Enterprise. 

MICHAEL CEMBALEST, 
Global Chief Investment Officer, 

J.P. Morgan. 

The above summary/prices/quotes/statis-
tics have been obtained from sources deemed 
to be reliable, but we do not guarantee their 
accuracy or completeness. Past performance 
is not a guarantee of future results. Securi-
ties are offered through J.P. Morgan Securi-
ties Inc. (JPMSI), Member NYSE, FINRA 
and SIPC. Securities products purchased or 
sold through JPMSI are not insured by the 
Federal Deposit Insurance Corporation 
(‘‘FDIC’’): are not deposits or other obliga-
tions of its bank or thrift affiliates and are 
not guaranteed by its bank or thrift affili-
ates; and are subject to investment risks, in-
cluding possible loss of the principal in-
vested. Not all investment ideas referenced 
are suitable for all investors. These rec-
ommendations may not be suitable for all- 
investors. Speak with your JPMorgan rep-
resentative concerning your personal situa-
tion. 

This material is not intended as an offer or 
solicitation for the purchase or sale of any 
financial instrument. Private Investments 
often engage in leveraging and other specu-
lative investment practices that may in-
crease the risk of investment loss, can be 
highly illiquid, are not required to provide 
periodic pricing or valuation information to 
investors and may involve complex tax 

structures and delays in distributing impor-
tant tax information. Typically such invest-
ment ideas can only be offered to suitable in-
vestors through a confidential offering 
memorandum which fully describes all 
terms, conditions, and risks. 

IRS Circular 230 Disclosure: JPMorgan 
Chase & Co. and its affiliates do not provide 
tax advice. Accordingly, any discussion of 
U.S. tax matters contained herein (including 
any attachments) is not intended or written 
to be used, and cannot be used, in connection 
with the promotion, marketing or rec-
ommendation by anyone unaffiliated with 
JPMorgan Chase & Co. of any of the matters 
addressed herein or for the purpose of avoid-
ing U.S. tax-related penalties. 

The PRESIDING OFFICER (Ms. 
CANTWELL). The Senator from Iowa is 
recognized. 

f 

AMERICA’S SENIOR CITIZENS AND 
TAXES 

Mr. GRASSLEY. Madam President, I 
come to the Senate today to talk about 
an important segment of our Nation’s 
population, America’s senior citizens. 

Our senior population has seen a very 
rapid growth in the 20th century. As of 
the year 2000, there were about 35 mil-
lion people who were 65 years of age or 
older. Compare this with 3.5 million 
people at the beginning of the 20th cen-
tury. Today, about 37 million people 
are 65 years or older. This amounts to 
about 12, 13 percent of our total popu-
lation. 

In 2011, the first baby boomers turn 
65. This will mark the beginning of an 
explosion in our senior population. By 
2030, the senior population will be 
twice as large, growing from 35 million 
to 70 million. 

You may ask why I am citing these 
numbers. My Senate colleagues may 
think I am setting the stage for a 
lengthy discussion about our entitle-
ment programs—Social Security and 
Medicare. While the impending entitle-
ment crisis does require my attention, 
along with the attention of every Mem-
ber of Congress—and very soon—I wish 
to discuss another issue that is at the 
center of this year’s political debate, 
and that is that mean word ‘‘taxes’’— 
yes, taxes on our senior citizens. I wish 
to explain to my Senate colleagues and 
my friends in the media how seniors 
are taxed under current law. I also 
would like to talk about how the Re-
publican and the Democratic Presi-
dential candidates’ tax plans will affect 
our senior citizens. 

With a significant increase in our 
older population looming, those who 
are currently 65 and older—and those 
who will be turning 65 over the next 2 
decades—should pay close attention to 
the tax changes that will be faced 
under a Republican administration and 
Senator MCCAIN or a Democratic ad-
ministration and Senator OBAMA as 
President. People should not only be 
wary of campaign promises, they must 
also understand the flaws in the var-
ious tax proposals being offered the 
voters this election season. Change 
may result in higher taxes. 
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I wish to start by picking up from a 

speech I gave back in July. That speech 
featured Rip Van Winkle. I have a pic-
ture of Rip Van Winkle up here on a 
chart. In that speech, I explained how a 
charismatic, likable, articulate, young 
Governor from Arkansas barnstormed 
across America in 1992 as the Demo-
cratic Presidential candidate. That 
candidate—now former President Bill 
Clinton—had a battle cry: ‘‘putting 
people first’’ and ‘‘middle-class tax-
payer fairness.’’ It sounds familiar, 
doesn’t it? 

Another familiar tune is what can-
didate Clinton was saying in that same 
year, 1992. He said, if elected, ‘‘the only 
people who will pay more income taxes 
are those living in households making 
more than $200,000 per year.’’ 

If elected, the junior Senator from Il-
linois, the Democratic candidate, says 
that he will only raise taxes on fami-
lies earning $250,000 or more. 

But once candidate Clinton was 
sworn in as President Clinton, that 
campaign promise was quickly dis-
carded. In 1993, President Bill Clinton 
and a Democratic Congress enacted the 
largest tax increase in history. Those 
are not my words. I will quote the 
great chairman of the Finance Com-
mittee at that time, New York Senator 
Patrick Moynihan, who termed it ‘‘the 
largest tax increase in the history of 
public finance in the United States or 
anywhere else in the world.’’ And much 
to the voters’ surprise, the tax increase 
of 1993 was on people who earned more 
than $20,000, not just those earning 
more than $200,000, as candidate Clin-
ton had said in that campaign. 

So the moral of this story is that 
candidate Clinton, who promised mid-
dle-class tax relief, raised taxes on the 
hard-working middle-class taxpayers 
once he became President Clinton. This 
was obviously change that you could 
not believe in. 

The reason I told that story was to 
tell this story back then. Not only did 
President Clinton raise taxes on the 
middle class, he raised taxes on sen-
iors. 

That is why I am speaking to my col-
leagues about the impact of tax pro-
posals on senior citizens that are an 
issue in this election. That is right, 
taxes were raised on seniors. 

What was this tax increase on seniors 
back in 1993? It was an added tax on So-
cial Security benefits. Let me take a 
moment to explain how this tax cur-
rently works. 

Prior to the 1993 tax increase, mar-
ried seniors with incomes less than 
$32,000 did not pay taxes on their Social 
Security benefits. For single seniors, 
those with less than $25,000 paid no 
taxes on their Social Security benefits. 
However, single seniors with incomes 
over $25,000 and married seniors with 
incomes over $32,000 paid income tax on 
only 50 percent, or maybe for the peo-
ple paying it, it was on the whole 50 
percent of their Social Security bene-
fits. The revenue raised from this tax is 
directed into the Social Security trust 
fund. 

These rules remain in place today, 
but under the 1993 tax increase that 
President Clinton signed, senior citi-
zens with incomes over $34,000 and mar-
ried seniors with incomes over $44,000 
were required to pay income tax on not 
50 percent of their Social Security ben-
efits but 85 percent of their Social Se-
curity benefits. So this so-called tier 2 
Social Security tax is still part of our 
tax laws. The revenue generated from 
the tier 2 tax is directed to the Medi-
care trust fund. 

Let me pause for a moment to show 
how many seniors actually pay tier 1, 
that is 50 percent, and tier 2, the addi-
tional 35 percent. We can see on this 
chart a number for 1994 and a number 
for 2005. In 1994, when the tier 2 tax be-
came effective, almost 6 million sen-
iors paid income tax on their Social 
Security benefits. This includes singles 
and married seniors. 

Compare this with 2005, the most re-
cent year we have accurate data from 
the IRS. Around 12 million seniors paid 
the tier 1 and the tier 2 Social Security 
tax. So you can bet your bottom dollar 
that seniors with incomes of less than 
$200,000 were surprised when they woke 
up to the fact that the tax increase of 
1993 hit them. 

Why were they surprised? Candidate 
Clinton assured them their taxes would 
not go up. Not only did their taxes go 
up, they had to give back a significant 
portion of their Social Security bene-
fits to the Government, benefits that 
they worked a lifetime to receive. 

Will America’s seniors and the mid-
dle class, for that matter, wake up to 
higher taxes after the 2008 election? 
That is the key for my being here, to 
look at the tax debate going on in this 
election season for the Presidency. Will 
American seniors and the middle class, 
for that matter, have to wake up to 
higher taxes after the 2008 election? 

Much like Rip van Winkle woke up to 
a different, changed world, will Senator 
OBAMA’s change be something seniors 
can believe in? Could history repeat 
itself? 

I wish now to explain how the 2001 
and 2003 bipartisan tax relief benefits 
American seniors. The reason I call 
them the bipartisan tax relief bills is 
because it had bipartisan support, un-
like the rhetoric of the campaign 
which is always referring to the Bush 
tax cuts. 

If these were the Bush tax cuts, they 
would have been a heck of a lot bigger 
tax cuts than the bipartisan tax relief 
that is now the law of the land. 

I wish to specifically focus on the 
reason for the 2003 tax relief because in 
2003, Congress reduced the top tax rate 
on capital gains from 20 percent down 
to 15 percent. Congress also tied divi-
dend income to the capital gains tax 
rate instead of the taxpayers’ marginal 
tax rate. That is, of course, the same 15 
percent as for capital gains. 

For low-income taxpayers, the tax 
rate on capital gains and dividends is 
currently zero. How does a lower cap-
ital gains and dividend income tax rate 

benefit our senior citizens who have 
contributed so much to this country? 
Census Bureau statistics show that 
about 23 percent of the taxpayers 
claiming dividend income are senior 
citizens; in other words, 65 or over. A 
nonpartisan research group, the Tax 
Foundation, shows that nearly 26 per-
cent of all taxpayers claiming capital 
gains are seniors 65 or over. So a con-
siderable number of seniors rely on in-
vestment income as a cornerstone of 
their overall income. 

The Democratic leadership may file 
on to this floor and tell you that the 
majority of seniors’ income is locked 
away in retirement plans and IRAs and 
because of this, they don’t need the fa-
vorable tax relief of capital gains and 
dividend income. I have news for any-
body. First, as I pointed out, a large 
number of seniors rely on a stable flow 
of income that dividends provide. Add 
seniors’ reliance on capital gains and 
you see that any reduction in invest-
ment income through higher taxes will 
hurt our hard-working senior citizens. 

Let me show my Democratic col-
leagues and friends in the media the 
tax savings that seniors currently 
enjoy due to lower tax rates. As we can 
see on the chart, seniors with incomes 
under $50,000 earning dividend income 
see the biggest tax savings. Their tax 
liability is 17 percent less than it would 
be if the favorable tax relief expired. 
This portion of the chart also illus-
trates how much more seniors rely on 
this favorable tax treatment than tax-
payers of all ages. For all other tax-
payers, their tax liability is 7.6 percent 
less, as we can see from the chart, the 
first bar. 

Let’s look at seniors claiming capital 
gains. Same chart, as we can see. Sen-
iors with incomes under $50,000 pay 
about 13 percent less in taxes than they 
would without the favorable tax relief 
in the 2003 capital gains law. That is a 
significant chunk of change for our 
hard-working seniors or, if they are re-
tired, for having worked hard through-
out their life. 

So we can see my Democratic friends 
don’t have a leg to stand on. They 
come out here—we have seen them and 
heard them—like the big bad wolf and 
huff and puff about how seniors do not 
benefit from the 15-percent capital 
gains and dividend income tax rate. 
But the facts, as I presented them, are 
clear, and we get this information from 
foundations and study groups. Seniors 
rely on capital gains and dividend in-
come to maintain their standard of liv-
ing and pay their medical expenses. 
Seniors benefit significantly from the 
favorable tax treatment on capital 
gains and dividend income, especially 
low-income seniors. 

The moral of this story is that lower 
tax rates on investment income means 
these seniors can keep more of their 
earnings to pay for life’s necessities. 
Taking these tax benefits away from 
seniors by raising capital gains and 
dividends, these are people who will be 
hurt because they most typically live 
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off of a fixed income and their standard 
of living would be severely impacted. 

My Democratic colleagues in Con-
gress actually want to take away the 
2003 tax relief for seniors. For example, 
in March of this year, this body took a 
very important vote. I, along with my 
Senate colleagues, voted on an amend-
ment to the budget that would have al-
lowed the 15-percent capital gains and 
dividend income tax rates to be ex-
tended beyond their sunset period of 
2010. Every Democrat voted no. If the 
Democrats get their way, this favor-
able tax treatment will go away for 
seniors, raise taxes on seniors, and 
lower the standard of living of seniors. 
I voted to extend the 15-percent capital 
gains and dividend income tax rate. 

The senior Senator from Arizona 
voted yes. Interestingly, the junior 
Senator from Illinois voted no. My 
friend’s vote is interesting because the 
junior Senator from Illinois is now 
barnstorming across America cam-
paigning to be President, much as 
President Clinton did. On the stump, 
the Democratic candidate has stated he 
does not want the 15-percent capital 
gains and dividend income tax rates to 
go away, at least for families earning 
less than $250,000 a year. Let me repeat, 
the junior Senator from Illinois, whose 
word is his bond, voted with this budg-
et vote last spring to allow the 15-per-
cent capital gains and dividend income 
tax rates to expire, but now he is say-
ing he wants this tax relief to stick 
around. 

To a degree, I am glad for that 
change of heart, but the more I think 
about it, the more I wonder whether 
the junior Senator from Illinois will 
stick to this campaign promise if elect-
ed because he might find himself in a 
position like Candidate Clinton who 
failed to stick to his campaign promise 
when he became President not to tax 
the middle class. So maybe my Demo-
cratic friend will be the big bad wolf 
after all. Huff and puff and let the 15- 
percent capital gains and dividend in-
come tax rate expire. I am not sure if 
a President OBAMA will be living in 
such a brick house. His house may be 
made of straw and his campaign prom-
ise of extending the 15-percent capital 
gains and dividend income tax rate for 
families earning less than $250,000 may 
be blown down. 

Former President Clinton’s promise 
was blown down, and we saw the big-
gest tax increase in history. That is 
what Senator Moynihan, chairman of 
the committee at that time, said. I 
don’t want history to repeat itself. 

Let’s focus on how seniors would be 
affected under a Republican or a Demo-
cratic administration. Let me start 
with a Republican administration be-
cause Senator MCCAIN’s tax plan is 
straightforward. That is, the Senator 
from Arizona would continue the cur-
rent 15-percent capital gains and divi-
dend income tax rates beyond its 
sunsetting. He would also continue the 
tax rate of zero percent for low-income 
taxpayers. Yes, it is a very simple tax 
plan. 

The PRESIDING OFFICER. The Sen-
ator has used 10 minutes. We are under 
a time agreement. 

Mr. GRASSLEY. I ask permission to 
continue. I was told I would have until 
10 after 6, and I will be done before 10 
after 6. 

Ms. LANDRIEU. Madam President, 
may I inquire of the Senator, another 5 
or 10 minutes? 

Mr. GRASSLEY. Let’s say 7 minutes, 
and if I am not done in 7 minutes, I will 
quit. 

Ms. LANDRIEU. I thank the Senator. 
The PRESIDING OFFICER. Without 

objection, it is so ordered. 
Mr. GRASSLEY. Madam President, 

seniors under the tax plan proposed by 
the senior Senator from Arizona would 
continue to benefit from lower tax 
rates. This would allow seniors to 
maintain their current standard of liv-
ing. These taxpayers will be able to age 
with dignity. 

The Democratic Presidential can-
didate’s tax plan for seniors is much 
more complicated. But first let’s keep 
it simple. Although the junior Senator 
from Illinois voted to allow the 15-per-
cent capital gains and dividend income 
tax rates to expire, he is now saying he 
wants to keep this favorable tax treat-
ment for families earning less than 
$250,000. 

It seems the Senator from Illinois 
thinks the bipartisan tax relief is good 
and should continue for most tax-
payers. However, his Democratic col-
leagues in the House and Senate don’t 
seem to think so. After all, they voted 
to allow the 15-percent capital gains 
and dividend income tax rate to expire 
in that vote we had this spring. 

I ask, if Senator OBAMA is elected on 
November 4, will he be able to convince 
his Democratic colleagues to continue 
this favorable tax treatment? Presi-
dent Clinton was unable to stop a 
Democratic Congress from increasing 
taxes in 1993. And I wouldn’t want his-
tory to repeat itself. 

I also want to spend some time dis-
cussing a proposal my friend from Illi-
nois has discussed on the campaign 
trail. Senator OBAMA has proposed to 
exempt seniors with incomes less than 
$50,000 from income taxes. This sounds 
pretty good. I mean, for 2007, the me-
dian income for people 65 and over was 
close to $28,000. But if you take a closer 
look, there are a number of flaws. 

These are not my words. The Tax 
Policy Center, a nonpartisan think 
tank that has received notoriety for 
analyzing the tax plans of Senator 
MCCAIN and Senator OBAMA, states 
that ‘‘the proposal is poorly designed.’’ 
They also say the proposal ‘‘creates in-
equities between older and younger 
workers with the same income.’’ The 
AARP, the powerful senior lobby, 
hasn’t even highlighted the proposal in 
communications with its membership. 

But I wish to highlight this proposal 
and expose its flaws because I don’t 
want our seniors to believe in a cam-
paign promise that can’t be delivered. 

First, the $50,000 exemption amount 
would not be indexed. This means it 

would erode over time, becoming less 
and less valuable to seniors. 

Second, the $50,000 threshold is a 
cliff. That means a senior earning $1 
over $50,000 won’t qualify for the ex-
emption and that senior might stop 
working to make sure they do not go 
over that cliff. 

Third, the $50,000 exemption amount 
applies to both single and married tax-
payers. This produces a marriage pen-
alty that is unfair to married seniors. 

Finally, this proposal exempting sen-
iors making less than $50,000 from pay-
ing income taxes would add to the So-
cial Security and Medicare deficits. 
This may not be such a big deal for 
seniors, but it is a big deal for those of 
us here in Congress who have to find 
solutions to the shortcomings of Medi-
care and Social Security. 

Let me tell my colleagues, and of 
course the media, how this proposal 
would add to the Social Security and 
Medicare deficits. As I discussed ear-
lier, our current tax laws require sen-
iors with incomes over $250,000 and 
$32,000 to pay income taxes on their So-
cial Security benefits. According to 
preliminary data released by the IRS, 
close to 14 million seniors paid income 
tax on their Social Security benefits in 
2006. This is because many seniors con-
tinue to work. Or they retire, but earn 
interest income, capital gains divi-
dends, or rental income. Even half of 
their Social Security benefits are 
taken into account for purposes of de-
termining whether a taxpayer must 
pay income taxes on their Social Secu-
rity benefits. 

Now, there are many seniors who are 
earning less than $50,000 but more than 
$25,000 and $32,000. Currently, the in-
come taxes these seniors pay on their 
Social Security benefits go directly to 
Social Security and Medicare. This 
means if these seniors are exempt from 
taxes, less tax revenue flows into the 
Social Security and Medicare. The 
trustees of these funds are already pro-
jecting that the Medicare trust fund 
will run out of money in 2019 and that 
the Social Security trust fund will fol-
low in 2041. 

The Senator from Illinois may say he 
will make up for this revenue loss by 
raising payroll taxes on families earn-
ing more than $250,000 a year, but his 
campaign has recently stated that any 
increase in the payroll taxes on these 
workers would be phased in over 10 
years. This means the revenue Senator 
OBAMA was relying on to make up the 
revenue loss that would result from the 
seniors’ tax exemption won’t be there. 
I am not sure about you, but making a 
campaign promise that will balloon the 
Social Security and Medicare deficits 
is not good judgment, especially when 
baby boomers are on the verge of turn-
ing 65. 

Now, I have saved the best for last, 
and I want to say it loud and clear so 
my friends in the media and our Na-
tion’s seniors can hear it: Seniors will 
see their taxes go down under Senator 
MCCAIN’s plan, especially married sen-
iors. Low- and middle-income seniors 
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who are married will be taxed less than 
under the Democratic tax plan. Senior 
citizens will also enjoy tax relief under 
the McCain tax plan. 

The Senator from Arizona is doing 
the right thing in reducing the cor-
porate tax rates. After all, our Nation 
has the second highest corporate tax 
rate in the world. That causes compa-
nies to move their operations overseas. 
Both Senator OBAMA and Senator 
MCCAIN have alluded to the competi-
tive problem our corporations face be-
cause of high tax rates. There is an 
added benefit to reducing corporate 
rates. The answer is: a tax cut for mid-
dle-class seniors. Well, the incidence of 
the reduction of corporate tax rates 
falls on capital. The Congressional 
Budget Office tells me that the burden 
of the corporate tax falls on capital, 
and so does the Tax Policy Center. 

So because seniors hold investments 
in corporations—as evidenced by the 
fact that almost a quarter of all Ameri-
cans claiming dividends are seniors— 
they will see the benefits of lowering 
corporate tax rates. This means they 
will see their taxes go down if the cor-
porate tax rate is reduced. Married sen-
iors in particular will see their taxes 
go down more than under the tax plan 
of the Senator from Illinois, and in 
some cases the senior taxes would go 
up under the Democratic tax plan. 

The Tax Policy Center has indicated 
that low-income seniors, those earning 
up to $32,000, would see their taxes go 
up by close to $150 under OBAMA’s tax 
plan. Contrast this with Senator 
MCCAIN’s plan, where these same low- 
income seniors would see tax cuts of 
over $150. 

The Senator from Illinois may not 
believe me. After all, he has promised 
no new taxes for families earning less 
than $250,000, and that these taxpayers 
would receive a tax cut. But here on 
this chart, it is in black and white. Ac-
cording to the Tax Policy Center, sen-
iors with a total income up to approxi-
mately $24,500 and $32,000 would see a 
tax cut of $186 and $154 respectively. 
That is under the McCain plan. Under 
the Obama plan, these same seniors 
would see their taxes go up by $157 and 
$131 respectively. That is a tax in-
crease. And if your income is around 
$83,000, you will see a tax increase of 
$364 under OBAMA. Compare that to a 
$431 tax cut under the McCain plan. 

Let’s look at single seniors. If you 
are a single senior with a total income 
around $21,000, you will see your taxes 
go up $118 under Senator OBAMA’s tax 
plan and they will go down $140 under 
Senator MCCAIN. 

So I ask the Senator from Illinois 
whether he would like to revise and ex-
tend his remarks. He says no new taxes 
and tax cuts for people making less 
than $250,000. But as we can see here, 
that is not true. And the tax increase is 
on one of the most vulnerable segments 
of our society: our seniors. 

I would like factcheck.org to post the 
Tax Policy Center’s numbers on their 
Web site, and I want seniors in Penn-

sylvania, Florida, Ohio, Missouri, and 
my home State of Iowa to read this and 
study it. Don’t buy a pig in a poke. Be 
wary of a unified government. We need 
to make sure that we install in the 
Presidency people who are going to 
keep tax rates low on seniors. 

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

ator from Louisiana. 
Ms. LANDRIEU. Madam President, I 

understand we have up to 10 minutes. 
The PRESIDING OFFICER. The Sen-

ator is correct. 
f 

STORM DISASTERS 

Ms. LANDRIEU. Madam President, 
before I begin speaking about the dis-
aster occurring in Louisiana and in 
parts of Texas, and refer briefly to 
some of the other disasters that have 
struck, I wish to respond briefly to 
some of the remarks the Senator from 
Iowa made. 

We don’t have time for a debate, and 
I respect my friend on the other side a 
great deal, but had the Democrats fol-
lowed the Republican leadership in try-
ing to privatize Social Security, many 
seniors would be in a very difficult sit-
uation right now, as you know. The Re-
publican Party has for years tried to 
privatize Social Security. What a ter-
rible situation we would be in had we 
allowed that to happen. But we and 
some others, a few on their side, 
stopped it from happening. I can hardly 
tell you what the situation would be 
for our seniors, whether they are on 
the poor end of our economic scale, the 
middle end, or the higher end, with 
Bear Stearns and Lehman Brothers and 
others that are now collapsing. 

So I know we will have a great deal 
of debate about which economic policy 
is the best, and I know the Senator rat-
tled off quite a few numbers regarding 
Social Security, but I couldn’t help 
myself as I was standing here thinking: 
Thank goodness we didn’t privatize So-
cial Security. Because whatever situa-
tion he has outlined, it would be a 
thousand percent worse for our seniors 
today. So I thank the junior Senator 
from Illinois from stopping that from 
happening, along with myself and 
many others. 

I came to the floor today, however, 
to speak about the disasters unfolding 
in Louisiana and Texas and other parts 
of our country. I know as this Congress 
gets ready to adjourn, we have done 
some significant work over the last 
couple of months, and we have more 
work to do, we do need to get on an en-
ergy debate for this Nation, and I am 
hoping something can be worked out 
there. We also, of course, have a con-
tinuing resolution to discuss. But this 
is only one of several pictures I am 
going to show of the results of a ter-
rible storm that crashed into the 
southern part of the United States last 
week. 

Hurricane Ike hit the gulf coast with 
a ferocious force of winds and tidal 
surges on September 13. Hurricane Gus-

tav hit us on September 1, and Tropical 
Storm Fay, while it entered in Florida, 
or hit our country in Florida, actually 
did a tremendous amount of damage to 
other parts of the United States, not 
only the States along the gulf coast. 
There was some terrible interior flood-
ing in Arkansas and even up here in 
this region. As a result, we have home-
owners like this. 

These photos were sent to us by 
American Press, from the Lake Charles 
American Press, and I thank them. 
This is the parish of Calcasieu, which is 
right outside the Texas border. So you 
have the counties, of course, of Hous-
ton and Galveston and Beaumont, but 
right on the other side of that border 
are Calcasieu Parish and Cameron Par-
ish. 

Let’s see some of the extension of the 
damage in these other pictures. This is 
in a city. This is not in a low-lying 
area. This is not on a beach. There is 
not a beach anywhere around here. We 
have had tidal surges from Ike much 
higher than I think many people real-
ize. 

This is a picture of the eastern part 
of Louisiana. You all have seen this 
picture before, and I know you are 
going to accuse me of actually bringing 
out an old picture from an old storm. I 
feel as though I am in Groundhog Day 
here. But this is actually taken from 
last week. This is America’s energy 
port. This is Port Fourchon, where 30 
percent of the offshore oil and gas from 
the gulf comes. Port Fourchon. You 
can’t see Port Fourchon, because it is 
completely underwater. 

I feel I am going through the repeat 
of a movie. We had Katrina, we had 
Rita, and now we have Fay, we have 
Gustav, and we have Ike. And while Ike 
did hit directly into Galveston—and 
please let me begin by saying that my 
heart goes out to the people of Gal-
veston and Beaumont and the millions 
of people right now who still in Texas 
do not have electricity. We in Lou-
isiana most certainly understand the 
difficulties from a storm of that na-
ture. But I would be remiss if I didn’t 
come to the floor this afternoon and 
say that this storm hit more than the 
Texas coast. It walloped us as well. 

This is another part, from southeast 
Louisiana, I believe. This is Port 
Fourchon. This is right on the coast. 
We can understand this happens when 
storms occur. This is not in the middle 
of a city. This is not inland. This is 
right on the coast. But as I have come 
down to say so many times, when is 
America going to wake up and realize 
that these are where our pipelines are? 
These are where our refineries are. By 
the nature of pipelines and refineries 
and ports, they have to be near a coast. 
They cannot be inland. We need to do a 
much better job of protecting these 
communities. 

This is in the Houma-Terrebonne 
area, which is much farther inland. We 
had some of the worst flooding in 
Terrebonne Parish, which is really in 
the southeastern part of the State. Re-
member, the hurricane really hit 
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