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NOMINATIONS OF JEROME H. POWELL, TO BE
AN UNDER SECRETARY OF THE TREASURY
AND JOHN CUNNINGHAM DUGAN, TO BE AN
ASSISTANT SECRETARY OF THE TREASURY

THURSDAY, MAY 14, 1992

U.S. SENATE,
COMMITTEE ON FINANCE,
Washington, DC,

The hearing was convened, pursuant to notice, at 10:06 am,, in
room SD-2156, Dirksen Senate Office Building, Hon. Lloyd Bentsen
(chairman of the committee) presiding.

Also present: Senators Bradley, Grassley, and Hatch.

OPENING STATEMENT OF HON. LLOYD BENTSEN, A U.S. SEN-
ATOR FROM TEXAS, CHAIRMAN, SENATE FINANCE COMMIT-
TEE
The CHAIRMAN. This hearing will get underway.

Mr. Powell has been nominated for the post of Under Secretary
of Treasury for Finance. In that position he would be the adminis-
tration’s chief voice on financial and monetary issues, including
monetary affairs, management of the public debt, and oversight of
financial institutions.

So it is a highly responsible position that we are talking about
here. This position has been at the very center of some of the more
difficult issues we've seen for the last few years. Unfortunately, I
do not see that that situation is going to drastically change in the
near future.

The position of Under Secretary has recently been involved with
the implementation to recapitalize the savings and loan industry.
As Under Secretary, Mr. Powell, itlm will oversee management of
the government's massive debt, which is now approaching $4 tril-
lion. Because of its sheer magnitude, it is crucial that that debt be
managed in the most prudent and cost effective manner possible.

You bring a background of business and government service—As-
sistant Secretary for Domestic Finance since 1990 and 9 years in
New York financial markets—that should help you fulfill this very
difficult charge.

We have seen quite a bit of you durinf your tenure as Assistant
Secretary. I suspect we will be seeing a lot more of you before this
committee as we oversee the government’s economic and debt man-
agement policies.

We are pleased to have you. If you would proceed with your testi-
mony. |

(1)
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STATEMENT OF JEROME H. POWELL, TO BE AN UNDER
SECRETARY OF THE TREASURY

Mr. POwgELL. Thank you, Mr, Chairman.

Mr, Chairman, it is an honor to have been nominated by Presi-
dent Bush for the position of Under Secretax;y of the Treasury for
Finance. It is an honor as well to aprear betore this committee. I
am \lrery grateful to you for scheduling this hearing so expedi-
tiously.

TheyOﬁice of the Under Secretary for Finance has responsibility
for several broad policy areas which overlap to a significant extent
with the job I currently hold, that of Assistant Secretary for Do-
mestic Finance. I thought I would take a minute to review briefly
those areas of responsibility.

The largest part of the 6nder Secretary’s job lies in the area of
domestic finance, which in turn includes Federal finance, corporate
finance, and financial institutions policy. Federal finance primarily
includes Treasury debt management as well as the broader issue
of regulation of the government securities market. This area has
been a very active one for the past year and will continue to be so
for the foreseeable future.

In the wake of the government securities market irregularities of
1991 the Treasury Department, along with the SEC and the Fed-
eral Reserve, undertook a broad ranging review of regulation and
business practices in this market. The result was a far-reaching
nackage of reforms that are designed to address regulatory prob-
lems, to open the market up to as broad a range of participants as
possible, and inost importantly to assure that the public debt is fi-
nanced at the lowest possible cost to the taxpayer.

The package includes reforms to the Treasury auction process, to
the primary dealer system and more broadly to the oversi%ht of

‘this crucial marketplace. While the package was principally based
upon existing regulatory authority, it also includes several legisla-
tive recommendations and we are working now with the Congress
to achieve their enactment during 1992,

Federal finance also includes other areas involving the use of
Federal credit or the Federal guarantee, including legislation
Treasury has sponsored to improve the safety and soundness regu-
lation of government-sponsored enterprises or GSE’s. Legislation of
this nature for the housing GSE's-——Fannie Mae and Freddie Mac—
has passed the Senate Banking Committee and is now awaiting
floor action.

An additional part of the Under Secretary’s responsibilities in-
volves policy for financial institutions, particularly banks and
thrifts. As the committee is well aware, our banking sector has ex-
perienced problems in recent years of a magnitude not seen for
many years,

The causes are complex and certainly include the failure to mod-
ernize the outdated laws that govern our financial institutions, As
a result Treasury devoted considerable resources in 1991 to a broad
legislative package designed to achieve just such a modernization.,

espite our best efforts and those of many in the Congress the
measure that became law in 1991 failed to address the underlyi
flaws in our banking system and, therefore, represented an inad-
equate response to the problem. The administration, however, re-
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mains committed to financial services reform and particularly to
interstate banking and branching as well as broader financial ac-
tivities or banking organizations.

In the thrift area we intend to finish the clean up that began in
1988. A great deal of progress has been made towards that goal.
We will continue to work with the Congress to assure that ade-
quate funding is provided so the RTC can get the job done as effi-
ciently as possible. ‘

Millions of Americans have relied upon the deposit insurance
guarantee to assure the safety of their savings. It 18 our collective
re'lig:)nsibility to see that the Fgovernment'e‘ responsibility is met,

e Under Secretary for Finance also has responsibility for the
Office of Economic Policy and the Office of Fiscal Management,
Economic Policy acts as an economic advisor to the Secretary and
also provides economic analysis on the broad array of policy issues
that are within the purview of the Treasury Department. In addi-
tion, economic policy participates in producing the administration's
- economic forecasts.

Fiscal management for its part acts as the government’s financial
manager.

I believe that I am well prepared to assume the duties outlined
above. First, over the past 2 years I have been very actively in-
volved in each of these areas ofy policy responsibility.

Second, I believe that my work in the J)receding 10 years in the
financial markets, first as a lawyer and then as an investment
banker, also provides useful preparation for the duties for which I
have been nominated.

Let me close by saying that if I am confirmed I will continue to
gerve my cu mntry to the best of my abilities. I would, of course, be
ha’FKY now to answer any questions you may have, Mr. Chairman.

e CHAIRMAN. Mr. Powell, you made reference to what 1 gath-
ered you felt was an inadequate response on banking legislation by
the Congress. Let us talk about inadequate responses for a mo-
ment.

In 1980 the Federal debt was approximately 34 percent of the
GNP. Now, 12 years later, forecasts indicate that it 1s approaching
73 fperc«emt in the forthcoming year. I am sure you would agree that
is far too high.

Yhhat go you think can be done and should be done to try to cur-
tail that

Mr. PoweLL. Well, first I agree that is probably the biggest and
most important proﬁlem we face. The budget deficit really rep-
resents the wasting of our National resources and passing on to our
children IOU’s for consumption that we ought to be l;:]aying for our-
se}ve(sl. It is not an easy problem to solve, but I think it can be
solved. ‘

The things I think we clearly need to do are: First, I do think
we need a balanced budget amendment. It has been a long time
coming to that conclusion, but I believe that what we have shown
over the years is there is a problem with the process. It is mal-
functioning. It is now malfunctioning and we need to address it
through constitutional means. So I would be supportive of a bal-
anced budget amendment.
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Secondly, I think we need to have some kind of a cap system on
mandatory spending. I think that is really what is driving the Fed-
eral budget these days.

The CHAIRMAN. Are you talking about entitlements?

Mr. POWELL. Yes.

We need some form of cap on entitlements,

The CHAIRMAN. The problem that you run into with that, because
certainly I have examined that particular issue, is that in a num-
ber of these, entitlements are performing rather well and are stay-
ing within those limitations. What you are really talking about is
Medicare and Medicaid.

The administration always has a tough time bringing those two

out because they are politically very hot points. My concern is that
if you just put a mandatory cap on those programs, without ad-
dressing the underlying problem, then all you have done is push
the problem over on some of the other mandatory entitlements in
part.
The problem is the underlying increasing cost of health care in
this country and it is going far beyond the inflation rate. That ig,
where the problem is; and that is what has to be addressed—cost
containment on health care advances.

Would you comment on that?

Mr. PowgLL. I think you are rith. I agree that the underlying
problem is health care costs. I will have to say I am not an expert
on health care costs and their containment. But it is clear from the
record that they are growing at an unsustainable pace. That is part
of what has to be controlled.

The CHAIRMAN. In trying to prepare our agenda one of the prob-
lems we have is trying to anticipate what is going to happen with
the extension of the RTC borrowing, Under the Department’s cur-
rent projections in which month do you think the current debt ceil-
ing limit will be breached? When 1s Treasury, in effect, going to
send us a request to raise the debt ceiling?

Mr, PowELL. That question does depend, to some extent, on RTC
spendix&g as you pointed out. Our best, most recent estimate—

The CHAIRMAN. I want your best juégment.

Mr. POWELL. Okay.

Is that the current debt ceiling of $4.145 trillion will be hit in
December of this year. That is the best projection—~in December of
this year. It cou.ldy go over into January; and, of course, depending
upon receipts and expenditures could go either way. But right now
the best guess is December,

The CHAIRMAN. So your anticipation is you would be sending in
a request on the debt ceiling—-—

[ Mr, PowELL. If that holds, then we certainly will have to do that,
suspect.

The CHAIRMAN. You would anticipate that would be done before
we adjourn this session then; is that correct?

Mr. POWELL. I believe so. If that timing holds it would be.

The CHAIRMAN, Of course, the last time we went through this ex-
ercise and we were given such a deadline by the administration,
the Secretary of Treasury came up with something that supposedly
would carry us forward for a period of time.
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af you have something that is being withheld on that, please t?ll

us now, ,
Mr. POWELL. I do not. Our honest best estimate is December of

this year; and it could break early into next year, in which case,
in theory anyway, it might not be necessary to act this term. But
that is an unlikely outlook. It is much more likely that action will
be required this year.

The CHAIRMAN. Do you have anything further you would like to
comment on?

Mr. PowgLL. No, sir,

[The é)repared statement of Mr. Powell appears in the appendix.]

The CHAIRMAN. Well, then let us get to the more important part
of the confirmation. I would like your wife and your mother and fa-

ther to stand up. [Laughter]
Mr. PoweLL. This is my wife, Lissa; and that is my mother and

my father, Mr. Chairman.
e CHAIRMAN. Pretty proud of him, right?
We usually find that the confirmation 1s the high point in the ca-
reer of most of these fellows. [Laughter]

Mr. Secretary, thank you.
We have a problem with the competing other committees meeting

at the present time. We will be trying to get a quorum to see if we
cannot vote on your nomination this morning.
Thank you very much.
Mr. POWELL. Thank you, Mr. Chairman.
The CHAIRMAN. Senator Garn, would you come forward, please?
Mr. Dugan, if you would come forward, please?
Senator Garn, we are very pleased to have you.

STATEMENT OF HON. JAKIEJT %RN’ A U.S, SENATOR FROM

Senator GARN, Thank you very much, Mr, Chairman. In my 18
years in the Senate, this is the very first time I have been before
the Finance Committee. Maybe it is about time. But it is with
great pleasure—

The CHAIRMAN, I think it is a {x,‘eat way to cap your career and
we are pleased to have you here. [ au%hter]

Senator GARN, Thank you. It is with great pleasure that I come
before you today to introduce John Dugan, who has been nomi-
nated by the President to be Assistant Secretary of the Treasury
for Domestic Finance,

John's credentials are impeccable. He graduated with distinction
from the University of Michigan and cum laude from the Harvard
Law School. After a stint with a well-respected Washington DC law
firm, John joined my staff on the Banking Committee in 1986, first
as stalli‘ counsel and not long thereafter as Republican general
counsel.

In this capacity John played a very critical role in just about
every major banking issue that came before the committee, includ-
ing the 1987 Competitive Equality Banking Act, the 1989 Financial
Ingtitution Reform Recovery and E)nforcement Act.

In 1989 John was appointed Deputy Assistant Secretary of
Treasury for Domestic Finance. I grudgingly let him go to Treas-
ury. In this position he assumed a key role in developing the ad-
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ministration’d’ bankin% reform proposal, parts of which were en-
acted in last year's Federal Deposit Insurance Corporation Im-
provement Act.

John’s reputation in the financial services community is very
bright. He is a tough, but reasoned administrator. He is obviously
very well thought of i>y the Treasury Department and he assumed
responsibility for issues of immense importance to this country. He
has carried out his responsibilities in a very exemplary manner.

From my own first-hand knowledge as I said I gave him up
%rudgingly—-be performed a great service for the Senate Banking

ommittee, both to the Republicans and to the Democrats at the
time that the served on the Banking Committee. At no time did I
¢ver see any Eartisanship. He served Senators on both sides of the
aisle during that period of time.

I believe that the President has made an excellent choice in
nominating John to be Assistant Secretary. I feel certain that your
committee, Mr. Chairman, will come to the same conclusion and
approve his nomination rapidly.

hank you very much.
The CHAIRMAN. Thank you, Senator.
Senator Dodd?

STATEMENT OF HON. CHRISTOPHER J. DODD, A U.S. SENATOR
FROM CONNECTICUT

Senator DopD. Thank you very much. I am delighted to appear
here this morning with my colleague from Utah, Senator Garn, on
behalf of John Dugan and to recommend his nomination to you. I
was somewhat reluctant. This is not a Sea Wolf submarine, Mr.
Chairman. [Laughter.]

This is a ver¥ fine individual who I have had the pleasure of
working with along with Senator Garn and the majority of the
Banking Committee, and I have had a chance to be involved with
him on countless occasions involving all sorts of complicated legis-
lation coming out of the committee.

At a time, Mr. Chairman, when it is difficult to attract good peo-
{)Ie to government, it is refreshinglto know that John and people
ike him are around. This is an individual who is a remarkable ne-
gotiator, a tough negotiator, a good thinker, and a person willing
to compromise. Those three qualities are in short supply in my
view—people who can be tough, can think hard, and also when the
day dis over with come to an agreement to move the process for-
ward.

In my experience in working with John, as I said on numerous
pieces of legislation, not the least of which both before he left the
committee and after he moved to the Treasury, on matters involv-
ing the banking reform bill. As we all know, there is nothing that
can bring out more hostilit{“from various organizations and groups
and associations than that kind of legislation.

John was certainly one person we could go to and weave our way
through the process and come out with a product that the adminis-
tration was supportive of, even though there were disagreements
on major portions of that legislation we were nonetheless able to
put together a package that went forward, Neither of us ended up
with what we wanted in the end, but it was a Herculean effort.
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And without John'’s support and backing of that process it would
not have happened.

So I am delighted to be here this morning to express my support
for his nomination and I am confident he will do a very, very fine
job; and look forward to working with him again.

The CHAIRMAN. Well, I would say those are two very prize rec-
ommendations from two highly regarded Senators. We are most ap-

reciative of that. I know you gentlemen have other priorities and
if you would like you can leave Mr. Dugan to our tender mercies.
[Laughter.]

Senator Donp. Thank you very much, Mr. Chairman.

The CHAIRMAN. Being nominated for Assistant Secretary of the
Treasury for Domestic Finance it really puts you in the position of
being the point man in the Treasury when it comes to Federal pol-
icy on financial institutions, Federal financing, debt management
and Federal credit agencies.

It really requires some hands on experience in the financial
arena. I would think your work as Deputy Assistant Secretarg of
Financial Institutions Policies would stand you in good stead in
that regard.

We will be looking for you to apply some of the practical experi-
ences that you gained in the Department of Treasury as you move
into this new post. One of the tﬁinge that has concerned me is in
the management of the debt and its refinancing. There is great dis-
parity in interest rates between long term and short term, and this
concern is buttressed by the fact that we have had a couple of lead- -
ing witnesses, Nobel Prize winning witnesses, James Tobin and
Paul Samuelson, who have both strongly recommended that the
Treasury shift in the direction of short-term financing.

I have also discussed this with the Secretary. So I would ask you
to give this matter some thought and address that in your rec-
ommendations.

I would like to turn to Senator Hatch for any comment he would
like to make concerning the nominee.

Senator Hatch. I strongly support the nominee, Mr. Chairman.

The CHAIRMAN. Thank you.

So if you would give your statement and in that statement itself
address that point for me.

Mr, Dugan. I certainly will, Senator.

STATEMENT OF JOHN CUNNINGHAM DUGAN, TO BE AN
ASSISTANT SECRETARY OF THE TREASURY

Mr. DuGAN. Mr. Chairman and members of the committee, I am
honored that President Bush has nominated me for the position of
Assistant Secretary of the Treasury for Domestic Finance. I am
also honored to appear before this committee; and I want to thank
you, Mr. Chairman, for the prompt consideration of my nomination.

As a former member of the Senate Banking Committee staff it
is a particular privilege to come before the Senate. I want to also
express my deep fratltude to Senators Garn and Dodd for taking
the time to come down and speak with me today. Senator Garn has
very little patience for testimonials, even thoug he is leaving next
year, and we will miss him very much when he is gone next year.
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Mr. Chairman, the Treasury’s Office of Domestic Finance is a de-
manding and challenging place to work. The common thread run-
ning through virtually every issue before the office is the respon-
sibility to protect the Federal Government's credit. This respon-
sibility appl])ies to the low cost financing of Treasury debt, safe-
%‘uardmg the deposit insurance system, monitoring the use of

easury lines of credit and carefully examining implicit govern-
ment guarantees.

I have been directly involved in many of these issues and others
are natural extensions of my current responsibilities. In my 3 years
at Treasury I have worked closely with two Assistant Secretaries
during a turbulent period for all types of financial institutions—
savings and loans, banks, securities firms, insurance companies,
and other financial firms. From the savings and loan clean up to
banking reform to our efforts to maintain confidence in the govern-
ment securities market, the Treasury Department has been at the
forefront of administration efforts to confront the most difficult
problems of the financial sector.

The Office of Domestic Finance is the principal group within
Treasury that provides policy recommendations to address these
problems. I have had the privilege to participate in this policy-
making process and observe the Assistant Secretary’s position at
vexiy close range. I believe I have a good sense of what the job en-
tails.

In fact, the financial issues with which I am most familiar in my
current position will continue to be critically important for the As-
sistant Secretary. For example, I have been directly involved in the
savings and loan cleanup, oth with resgect to the initial legisla-
tion and ongoing oversight by the Thrift Depositor Protection Over-
sight Board.

was the Interagency Study Director for the banking study that
led to the administration’s banking reform proposal from last year.
My office has played an important role in formulating legislative
recommendations for better coordination between the stock and fu-
tures markets to prevent problems like the 1987 stock market
plunge. We have been directly involved in efforts to relieve the
credit crunch and strengthen the oversight of government-spon-
sored enterprises.

All of these areas are still very active and still very likely to de-
mand the focused attention of the Assistant Secretary of Domestic
Finance for the foreseeable future. I can honestly say that I know
of no position that could have been better training for these issues
than the position I currently hold.

In sum, I believe I have had the necessary preparation to assume
the duties of the Assistant Secretary for Domestic Finance and if
confirmed I will dedicate myself to executing these duties as wisely
as I possibly can.

I would be hapgy to answer any questions you have, Mr. Chair-
man. I know you have already given me one,

[The prepared statement of Mr, Dugan appears in the appendix.]

The CHAIRMAN. Well, I asked you one so let us deal with that

question.
Mr. DucgaN. I would like to respond to that, certainly.
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The CHAIRMAN, Why you have not moved more towards short-
term financing.

Mr. DugaN. As you know, Mr. Chairman, we did make a modest
change in the way we financed the debt. We have begun to issue
somewhat fewer 30-year bonds than we had done previously. We
have also indicated that we do not expect to make any further
changes along these lines.

It is our position that we now have about the right mix, looking
at the various maturities, given the demand on the various parts
of the spectrum of the yield curve. Obviously, we would not be pru-
dent to finance everytﬁ;ng at the short end of the spectrum, nor
would it be prudent to finance everything at the long end of the
spectrum,

It does require judgment and I think we have exercised some
%’udgment in the modest step that we have taken. But we also firm-
y believe that it is critical to maintain certainty in the financing
of the Treasury debt. Whenever we create an impression of uncer-
tainty in the markets it can raise the cost of Treasury financing
and that is one thing we do our very best to avoid.

The CHAIRMAN, Well, I would differ with you. There is no ques-
tion but what you need is some balance. But you also can tilt one
way or the other insofar as trying to do what you think is more
attractive in saving costs to the United States Government.

I did recognize that a modest change was made, but I would un-
derline modest. I really think that you have not gone far enough
in that regard. I have myself a couple of Nobel Prize winners that
ha})pen to agree with me in that instance.

would hope you would reassess that and that the Secretary
would. Actually, I think you might influence the rates a bit and
that might be helpful, too.

Senator Hatch, do you have any comments?

Senator Hatch, No. Thank you, Mr. Chairman,

'I;he CHAIRMAN. Mr. Dugan, would you introduce your family for
me
Mr. DuGAN. I certainly would. I would be delighted to. This is my
wife, Beth, in the blue dress; and my mother; and my brother,
Chris, on the end of the line.

The CHAIRMAN. Is that an older or a younger brother?

Mr. DuGAN. You just made his day. [Laughter.]

Older.

The CHAIRMAN. So he is older, obviously.

Mr. DucaN, That is right. I will never hear the end of that one,
I can assure you.

IT}‘;G CHAIRMAN., Did you ever think a kid brother would come to
this

Mr. DuUGAN, Yes, I did.

The CHAIRMAN. Did you?

All right. Well, thank you very much for your presentation.

Mr. DugaN. Thank you very much, Mr, Chairman.

" 'tli‘ol:le CHAIRMAN. Hopefully, we will have an opportunity to vote on
i ay.
[Whereupon, the hearing was adjourned at 10:32 a.m.]






APPENDIX
ADDITIONAL MATERIAL SUBMITTED

PREPARED STATEMENT OF JoHN C. DugaN

Mr. Chairman, Senator Packwood, and members of the Committee ] am honored
that President Bush has nominated me for the position of Assistant §ecretary of the
Treasury for Domestic Finance. ] am also honored to appear before this Committee,
and I want to thank you, Mr. Chairman, for the prompt consideration of my nom.
ination. Let me also add that, as a former member of the Senate Banking Commit-
tee staff, it is a particular privilege to come before the Senate.

Mr. Chairman, the Treasury's Office of Domestic Finance is a demanding and
challenging place to work. The common thread through virtually eve
issue before the Office is the roaggmibility to protect the Federal Government’s
credit. This responsibility applies to the low-cost financing of Treasury debt, safe-

arding the deposit insurance system, monitoring the use of Treasury [lines of cred-
t, and carefully examining implicit government guarantees. I have been directly in-
volved in many of these issues, and others are natural extensions of my cwrent re-
sponsibilities. " In my 3 rgeara at Treasury, I have worked closely with two Assistant

ecretaries during a turbulent period for all types of financial titutions-—savings
and loans, banks, securities firms, insurance corpanies, and other financial firms.
From the savings and loan cleanup to banking reform to our efforts to maintain con-
fidence in the government securities markets, the Treasury Department has been
at the forefront of administration efforts to confront the most difficult problems of
the financial sector. The Office of Domestic Finance is the principal group within
Treasury that provides dpoh‘cy recommendations to address these o%roblems. I have
had the privilege to participate in this policymaking process and observe the Assist-
ant Secret:y‘s goeitxon at very close range. I believe I have a good sense of what
the job entails. In fact, the financial issues with which I am most familiar in :ﬁy
current position as Deputy Assistant Secretary for Financial Institutions Poli? 1
continue to be critically important for the Ass{stant Secretary. For example, I have
been directlf involved in the savings and loan cleanup, both with respect to the ini-
tial legislation and ongoing oversight by the Thrift epositor Protection Oversight
Board. I was the interagency Study Director for the banking study that led to the
administration's banking reform proposal. My office has played an important role
in formulating legislative recommendations for better coordination between the
stock and futures markets to prevent problems like the 1987 market J:lunge. And
we have been directly involved in efforts to relieve the credit crunch an strengthen
the oversight of Government Sponsored Enterprises. All of these areas are still
very active and still very likely to demand the focused attention of the Assistant
Secretary of Domestic Finance for the foreseeable future. I can honestly “ﬁ:nh“ I
know of no position that could have been better training for these issues t the
osition I currently hold. In sum, I believe I have had the necessary freparaﬁon
assume the duties of the Assistant Secretary for Domestic Finance. If confirmed

I will dedicate myself to executing these duties as wisely as I possibly can. I would

be happy to answer any questions you may have,
Attachment,

JoHN C. DuaaN, DEPUTY ASSISTANT SECRETARY (FINANCIAL INSTITUTIONS Poticy)

On May 27, 1989, Secretary of the Treasury Nicholas F. Brady aziwinted John
C. Dugan to serve as Deputy Assistant Secretary for Financial Institutions Polig.
Mr. Dugan serves as principal adviser to the -ssistant Secretary for Domestic Fi-
nance on all issues affecting financial institutions, including financial services mod-

(11)
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ernization, the savings and loan cleanur, and securities market reforms. He was
also the S‘udy Director of the recently-released Treasug report, Modernizing the Fi-
nancial System: Recommendations %r Safer, More Competitive Banks. e rec-
ommendations included in this Report were reflected in the administration’s com-
prehensive banking reform legislation that was introduced last year. Mr. Dugan re-
ceived the Treasury Department's Distinguished Service Award for his role in devel.
oping these banking reform recommendations. Before joi Treasury, Mr. Dugan
had been the Republican General Counsel to the Senate Committee on Banking,
Housing, and Urban Affairs, where he worked closely on three major banking bills:
the Conipetitive Equality Banking Act of 1987; the 1988 Senate bill that repealed
key provisions of the Glaes-Steagall Act; and the Financia] Institutions Reform, Re-
covery, and Enforcement Act of 1989, the comprehensive legislation addressing the
thrift crisis. Mr, Dugan began his career as an associate with the Washington law
firm of Miller & Chevalier. He is a graduate of Harvard Law School and the Univer-
sity of Michigan. Mr. Dugan is a native Washingtonian who now resides here with

his wife, Beth, and his daughter, Claire,

PREPARED STATEMENT OF JEROME H. PowrLL

Mr. Chairman, diatti;\guiahed members of the Finance Committee, it is an honor
to have been nominated by President Bush for the position of Under Secretary of
the Treasury for Finance. It is an honor as well to appear before this Commiftee,
and | am grateful that you have scheduled this hearing so axfeditiouely.

The Office of the Under Secretary for Finance has responsibility for several broad
policy areas, which overlap to a significant extent with the job I currently hold, that
of Assistant Secretary for Domestic Finance, I thought ] would take a minute to re-
view briefly these areas of responsibility.

The largest part of the Under Secretary for Finance’s responsibilities lies in the
area of Domestic Finance, which in turn includes federal finance, corporate finance
and financial institutions policy. The area of federal finance primarily includes
Treasury debt management as well as the broader issue of regulation of the govern-
ment securities market. This area has been a very active one for the past year, and
will continue to be for the foreseeable future. In tﬁe wake of the government securi-
ties market ingg\daﬁtien of 1991, the Treasury Department, along with the Securi-
tiea Exchan?e ommission and the Federal Reserve, undertook a broad-ranging re-
view of regulation and business practices in this market. The result was a far. reach.
ing package of reforms that are designed to address regulatory problems, to open
the market up to as broad a range of participants as {)osaible, and, most impor-
tantly, to assure that the public debt is financed at the lowest possible cost to tax-
payers. This package includes reforms to the Treasury auction process, to the pri-
mar{ dealer system, and more broadly to the oversight of this crucial marketplace.
While the package was principally based upon existing regulatory authority, it also
included several legislative recommendations, and we are working now with the
Congress to achieve their enactment during 1992.

Federal finance also includes other areas involving the use of federal credit or the
federal guarantee, including legislation Treasury has sponsored to improve the safe-
ty and soundness regulation of government sponsored enterprises, or GSEs. Legisla-
tion of this nature for the housing GSEs—Fannie Mae and Freddie Mac—has
passed the Senate Banking Committee and is now awaiting floor action.

An additional part of the Under Secretary for Finance's Domestic Finance respon-
sibilities involves policy for financial institutions, particularly banks and thrifts. As
the Committee is well aware, our banking sector hes experienced problems in recent
years of a magnitude not seen for many years. The causes of these difficulties are
complex, and include the failure to modernize the outdated laws that govern our fi-
nancial institutions. The Treasury Department devoted considerable resources in
1991 to a broad legislative package designed to achieve such a modernization.

Despite our best efforts and those of mani:vL in the Congress, the measure that fi-
nally became law in 1991 failed to address the underlying flaws of our banking %s-
tem, and therefore represented an inadequate response to the banking problem. The
administration remains committed to financial services reform, and particularly to
interstate banking and branching, as well as broader financial activities for banking
organizations.

n the thrift area, we intend to finish the cleanup that we began in 1988, A great
deal of {»rogress has been made toward completing this difficult, thankless task, We
will continue to work with the Congress to assure that adequate funding is provided
so the RTC can get the job done as efficiently as possible. Millions of Americans
have relied upon the deposit insurance guarantee to assure the safety of their sav-



ing:; it is our collective responsibility to see that the government's responsibility is
met.

The Under Secretary for Finance also has responsibility for the Office of Economic
Policy and for the Office of Fiscal Management. Economic Policy acta as an economic
advisor to the Secretary, and also provides economic analysis on the broad array of
issues that are within the purview of the Treasu Department. In addition, Eco-
nomic Policy participates in producing the administration’s economic forecasts. Fis-
cal Management acts as the government's financial manager.

I believe that I am well prepared to assume the duties outlined above, First, over
the past 2 years, I have been very actively involved in each of these areas of policy
responsibility, Second, I believe that my work over the prece»cligal 10 years in the
financial markets, first as a lawyer and then as an investment banker, also provides
useful preparation for the duties for which I have been nominated.

Let me close by su?ng that, if I am confirmed, I will continue to serve %y country
to the best of my abilities, I will be happy to answer any questions the Committee

may have,
Attachment. )
JEROME H., POWELL, ASSISTANT SECRETARY FOR DOMESTIC FINANCE

Jerome H. Powell was sworn in as Assistant Secretary of the Treasury for Domes-
tic Finance on October 9, 1990,

As Assistant Secretary for Domestic Finance, Mr. Powell exercises direction over
policies affecting financial institutions, federal finance, and corporate finance.

The area of financial institutions poiicy includes such matters as financial services
modernization, the savings and loan cleanup, and banking policy generallg. The fed-
eral finance area includes matters relating to debt management, regulation of the
govement securities market, and the implicit or explicit use of federal credit or
ederal guarantees. The corporate finance area includes such issues as corporate
governance and competitiveness.

Prior to joining the Department, Mr. Powell was a Senior vice President with Dil-
lon, Read éz Co. Inc. where he fucused on mergers and acquisitions, financings, and
merchant banking. Mr. Powell had joined Dillon Read in 1984,

From 1983 to 1984, Mr. Powel{ was an attorney with the firm of Werbel &
McMillin in New York. From 1981 to 1983 he served as an attorney with the firm
of Davis Polk & Wardwell, also in New York.

Mr. Powell was a law clerk to Judge E.A. van Graafeiland of the U.8. Court of
Apreals for the Second Circuit in New York from 1979 to 1980. He served as a legis-
{utlwgg' gssistant to former Senator Richard Schweicker of Pennsylvania from 1976
0 .

Mr. Powell was graduated cum laude from Princeton University (B.A.) in 1976
and cum laude from Georgetown University Law Center (J.D.) in 1979 where he
was editor-in-chief of the Georgetown Law Journal in 1978-1979. He is married and

has two children,
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