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those things we all complain about
CEOs doing, he did it right. But stock
has plummeted in AFLAC. Do you
know why? Because of the FASB rules
on mark to market, his core asset base,
which is long-term assets, held to ma-
turity, to protect against insurance
commitments AFLAC has made, are
now being marked to market, meaning
assets worth something are being
marked worth nothing.

So the stock has gone down because
the evaluators say the footings on the
asset side of the ledger sheet aren’t
looking as good because of the mark to
market. Let me explain the best I can
what that really means.

Mortgage-backed securities are one
investment a lot of life companies and
other industries bought to put on their
asset sheet to offset obligations they
have off into the future because those
securities have maturities cor-
responding with the maturities of the
loans embedded within them of any-
where from 7 to 30 years. When the
subprime market started failing last
year, Merrill Lynch, in a crisis mode
last July, sold its subprime securities
to get rid of them; it financed the sale
and sold them for 22 cents on the dol-
lar. Under the FASB rules, assets
worth 70 or 80 or 90 percent were
marked down to 22 percent. That low-
ered the asset side of the ledger and
made the stability of the company
look—and 1 underline that word
“look”—worse, when, in fact, those as-
sets, held to maturity, would not be
anywhere near the value.

Here is a good example of that: Let’s
just say I bought a mortgage-backed
security, a subprime mortgage-backed
security, backed 100 percent by 30-year
mortgage loans made in the State of
Nevada—every one a subprime loan.
Nevada has the highest foreclosure rate
of any State on subprime paper. Sev-
enty percent of those loans in Nevada
today are paying right on time; 30 per-
cent are in default. Yet, because of
mark to market, that security is not
marked at 70 percent, which it is per-
forming at, but at zero because at a
given point in time today you can’t sell
it. It is being held by the institution as
an offsetting asset to a liability over a
term of maturity.

At Tommy’s Barber Shop, I ran into
a pension fund man and an insurance
guy, and they said: Why in the world
don’t we look for accounting on mark
to market like we looked at the pen-
sion crisis in 2004?

We have short memories in the Sen-
ate. In 2004, because of the declining
stock market in 2001 and 2002, there
were a number of defined benefit plans
in America that underfunded. Because
of the accounting rules that were being
enforced at the time, those institutions
were asked to write checks to fully
fund the pension funds when, in fact,
not everybody is going to retire the
same day but over a number of years.

What did we do in the Congress? With
Senators KENNEDY, ENzI, myself, and
others, we passed the Pension Protec-
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tion and Reform Act. We said: If your
pension fund’s corpus becomes under-
funded, if you cannot meet your obliga-
tion, we will let you smooth that in-
vestment, or amortize it, over 4 to 6
years. In the case of Delta, which was
in trouble at the time, they had a $900
million shortfall in their pension fund.
But because of smoothing, instead of
having to put $900 million in in 1 year,
they did $150 million over 6 years.
Delta is the most profitable airline in
the United States today. They would
not exist today had it not been for the
smoothing.

The ACTING PRESIDENT pro tem-
pore. The time for morning business
has expired.

Mr. ISAKSON. Mr. President, I ask
unanimous consent for another minute.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered.

Mr. ISAKSON. Mr. President, in con-
clusion, I hope everyone will visit their
“Tommy’s Barber Shop’”’ and look at
what we are doing that may have the
unintended consequences of exacer-
bating the economic problem for the
average American today and for
Tommy the barber.

I yield the floor.

———————

RECOGNITION OF THE MINORITY
LEADER

The ACTING PRESIDENT pro tem-
pore. The Republican leader is recog-
nized.

Mr. McCONNELL. Mr. President, I
am going to proceed on my leader time.

The ACTING PRESIDENT pro tem-
pore. The Republican leader is recog-
nized.

————
THE BUDGET

Mr. MCCONNELL. Mr. President, we
have seen the numbers. Unemployment
is at a 25-year high. Millions are wor-
ried about holding on to their jobs and
their homes. With every passing day,
Americans are waiting for the adminis-
tration to offer its plan to fix the bank-
ing crisis that continues to paralyze
our economy. Every day, it seems, the
administration officials are unveiling
one new plan after another on every-
thing from education to health care.
Meanwhile, the details of a banking
plan to address our main problem have
yet to emerge.

We need reforms in health care and
education and in many other areas.
But Americans want the administra-
tion to fix the economy first. Unfortu-
nately, the budget avoids the issue en-
tirely. It simply assumes this enor-
mously complex problem will be fixed,
and then it proposes massive taxes,
spending, and borrowing to finance a
massive expansion of Government. It
assumes the best of times, and, as mil-
lions of Americans will attest, these
are not the best of times.

Over the next few weeks, the Senate
will debate the details of this budget.
One thing is already certain: It spends
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too much, it taxes too much, and it
borrows too much. This budget would
be a stretch in boom times. In a time of
hardship and uncertainty, it is exactly
the wrong approach. The budget’s $3.6
trillion price tag comes on top of a
housing plan that went into effect last
week that could cost a quarter of a
trillion dollars, a financial bailout that
could cost another $1 trillion to $2 tril-
lion, and a stimulus bill that will cost,
with interest, more than a trillion dol-
lars. Some are now talking about yet
another stimulus. The national debt is
more than $10 trillion, and yesterday
we passed a $410 billion Government
spending bill that represented an in-
crease in Government spending over
last year of twice the rate of inflation.
In just 50 days, Congress has voted to
spend about $1.2 trillion between the
stimulus and the omnibus. To put that
into perspective, that is about $24 bil-
lion a day or about $1 billion an hour—
most of it, of course, borrowed. There
is simply no question that Government
spending has spun out of control.

Given all this spending and debt, the
cost of the budget might not seem like
much to some people. But this is pre-
cisely the problem. To most people, it
seems that lawmakers in Washington
have lost the perspective of the tax-
payer. It is long past time we started
to think about the long-term sustain-
ability of our economy, about creating
jobs and opportunity for future genera-
tions. That will require hard choices.
The omnibus bill avoided every one,
and, unfortunately, so does the budget.

Stuart Taylor of the National Jour-
nal recently praised the President in
two consecutive columns. Yet he was
shocked by the President’s budget.
Here is what Taylor said about the
budget:

‘. . . Not to deny that the liberal wish list
in Obama’s staggering $3.6 trillion budget
would be wonderful if we had limitless re-
sources,” Mr. Taylor wrote. ‘“‘But in the real
world, it could put vast areas of the economy
under permanent government mismanage-
ment, Kkill millions of jobs, drive investors
and employers overseas, and bankrupt the
nation.”

There is no question, in the midst of
an economic crisis, this budget simply
spends far too much. In order to pay
for all this spending, the budget antici-
pates a number of rosy scenarios. It
doesn’t explain how the economic re-
covery will come about, it simply as-
sumes that it will. It projects sustained
growth beginning this year and con-
tinuing to grow 3.2 percent in 2010.

Let me say that again. It projects
sustained growth beginning this year
and continuing to grow 3.2 percent in
2010, 4 percent in 2011, and 4.6 percent
in 2012. While we all hope to soon re-
turn to this growth, we cannot promise
the growth we hope to have, especially
when this growth is far from likely,
particularly given a host of new policy
proposals in the budget itself that are
certain to tamp down growth even
more. There is simply no question that
this budget spends too much.

But even if this growth does occur, it
would not be enough to support the
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