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2) Stdietn A ist W/ BEATY U daeskim@hanyang.ac.kr

3) U. S. Trusteex= ‘099 1¥ 109 Anton R. Valukas (Jenner & Block LLP)E Lehman AF Aol
Eﬂfﬂ “Examiner’ 2 A% &}, U. S. Bankruptcy Court, Southern District of NeW Yorke 09 2

9 179 Valukas”7} A& 2AMAIES $A T Valukass 2010W 3¢ 119 & 9] 2200 =

°l?<1°ﬂ Goh= Bodt 2ARR I E R FCE Valukasel WEW o] R iA= %k 500mkA e 7=
S Z3)(e-mail 4,439,92474, 26M 4t page E3H3l o]F MW oA & HAEF oW Hwx 250
wite] Wi /=g ks A,

4) House Oversight Committee, October 23, 2008, Testmony H® o4 Greenspan, "We are in the
midst of a once in a century credit tsunami”.

5) Carmen M Reinhart & Kenneth S. Rogoff, "THIS TIME IS DIFFERENT; , 2009. p. 281.
"The most significant hurdle in establishing an effective and credible early warning system,
however, is not the design of a systematic framework that is capable of producing relatively
reliable signals of distress from the various indications in a timely manner. The greatest barrier
to success is the well-entrenched tendency of policy makers and market participants to treat
the signals as irrelevant archaic residuals of an out-dated framework, assuming that old rules
of valuation no longer apply”.
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Bear Stearns(©]3} BS)2] CEO Alan Schwartz9] 23] Z<ld]7) up=w,
BS= 2008 3€ 10¢ 3 F & AITTol L%t ARF LS FF
st AAGg frEAds RS AAFAE BT 24 (e FHe F

7140 AAI- olste] F&eA AAY AFE AAEst s f7]
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W, G4 BS BJXL o] Amo] 2847 AME Tbed Aew i ATh
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Go| HHsiA Aok 1 23 169 48 Y JP Morgan v 2%
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7) Statement of Alan Schwartz, The U.S. Senate Banking Committee, April 3, 2008

8) “we were not directly involved in the negotiation between JP Morgan and the government”.
ibid

9) Geithner on U. S. Senate Commeittee on Banking, Housing and Urban Affairs (April 3, 2008)
“After extensive discussion with my colleagues at the New York Fed, Chairman
Bernanke, and Secretary Paulson, and with their full suport, the New York Fed
and JPMorgan Chase reached an agereement in principle that the New York Fed
would assist with non-recourse financing.”(p.14)
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Geithner= JP Morgan Chase CEO%] Jemmie Dimon®| A= Bear Stearns
A5 AS5FoY, 179(¥8Y) ol Dimaone Geithnerol| Al E7]%] =}4F
(33509 &)e] A TS o|FE UAF AFRE FEFOEN FAS Gl
B235tA HH3). Geithnere= 14¢ AW2diwel 13.3%9 “unusual or
exigent circumstance"s X702 g+ o 2 HQ AFAY 2FgS HELPW A
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10) William D. Cohan, THouse of Cards; ,2009. "The Central Banks exists to deal with these
things”, Geithner explained, "So the people who are good at this and do this stuff here
generally, I think if they're good, they get calmer during these things, not any more exitable.
But there’s no rulebook for those things. By their nature, they're always different. They occur
in areas where nobody'’s got some terrific plan for dealing with them”(p.65).

11) Statement of T. Geithner before Senate Committee on Banking, April 3, 2008,

"At 5 am., we participated in a conference call with our colleagues at the Board of Governors
and the Treasury to review the options and decide on the way forward. After careful
deliberation, together on a course of action that would at least buy some time to explore
options to mitigate the foreseeable damage to the financial system. With the support of the
Secretary of the treasury, Chairman Benanke and the Board of Governors agreed that New
York Fed would extend an overnight non-recourse laon through the discount window to
JPMorgan Chase, so that JPMorgan Chase could then "on-lend” that money to Bear
Stearns”(p.11).

12) Kate Kelly, [Street Fightersy , 2009, p.79.

13) TStreet Fightersy , p.197.

14) TStreet Fighters; , p.193. "On Friday, the central bank had invoked a reraly used section of
the Federal Reserve Act in oder to accept potentially risky assets from Bear as collateral for
the loan it planned to issue through J.P.Morgan. That clause, applicable only in "unusual or
exigent circumstances”. meant the Fed could authorize lending to reserve banks if a firm was
unable to secure loans from other banking institutions -making the central bank the lend of the
last resort. Under the same thing, Geithner suggested, perhaps the Fed could somehow
guarantee the $30 billion portfolio in oder to help a sale go through. Benanke was incredulous”.
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15) On the Brinky , pp.110-111.
16) TOn the Brink; , “Finally, when Tim understood that we didn't have the power to do any
more, we figured out a compromise. ...
Since Treasury couldn’t formally indemnify the Fed, we agreed that I would write a letter to
Tim commending and supporting the Fed's actions. I would also acknowledge that if the Fed
did take a loss, it would mean that the Fed would have fewer profits to give to the Treasury.
In that sense the burden of the loss would be on the taxpayer, not the Fed.
I called this our "all money is green” letter. It was an indirect way of getting the Fed the
cover it needed for taking an action that should —and would- have been taken by Treasury if
we had the fiscal authority to do so.”(pp.114-115).
17) Geithner, April 3, 2008., Senate Committee on Banking.
"We recognized, of course, that the use of this legal authority was, in itself, an
extraordinary step. At the same time, we were mindful that Congress included this
lending power in the Federal Reserve Act for a reason, and it seemed irresponsible for
us not to use that authority in this unique situation.”(p.13)
"Are there risks here? Yes, but the risks are modest in comparison to the substantial
damage to the economy and economic well-being that potentially would have
accompanied Bear’s insolvency. Congress created the Federal Reserve after the Panic
of 1907 with broad authority and a range of instruments to assume precisely this type
of risk, in support of overall financial stability and economic growth.”(p.17).
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“We learned a lot doing Bear Stearns, and what we learned scared us"
( 'On the Brink, , p.121)

Senate Banking Committee®] i3] F97]= Geithner®] Bear Stearns
Aelg wAN 2AZ olalake #971E opUhY. 58 Bunning A4
ode Aol Wzt FA= = ARBFO] o]
i WA T, B2 e Ao A gle AY dEelUd

18) "The sudden failure of Bear Sterns likely would have led to a chaotic unwinding of position
in those markets and could have severely shaken confidence. The company’s failure could also
have cast doubt on the financial position of some of Bear Sterns’ thousands of counterparties
and perhaps of companies with similar business. Given the exceptional pressures on the
global economy and financial system, the damage caused by a default bt Bear Stearns could
have been severe and extremely difficult to contain....

To prevent a disorderly failure of Bear Stearns and the unpredictable but likely severe

consequences for market functioning and the broader economy, the Federal Reserve, In close

consultation with the Treasury Department, agreed to provide funding to Bear Stearns through

JPMorgan Chase.”

“I've read through old newspaper reports and recently published books about the Bear

weekend. None of them quite captures our race against time or how fortunate to have JP

Morgan emerge as a buyer that agreed to preserve Bear's economic value by guaranteeing its

trading obligations until the deal closed. We knew we needed to sell the company because the

government had no power to put in capital to ensure the solvency of an investment bank.

Because we had little negotiating leverage. Throughout the process, the market was

determined to call out bluff. Clients and counterparties were going to leave; Bear was going

to disintegrate if we didn’t act. And even though many people thought Jamie Dimon had
gotten a great deal, the Bear transaction remained very shaky to the end”.( TOn the Brink; |,

p.121)

20) Andrew Ross Sorkin, "Too Big To Fail; , “Members of the Banking Committee wouldn’t necessarily
see it that way and were likely to be skeptical, if not openly scornful, of Geithner at the hearing. They
regarded the Bear deal as representative of a major and not necessarily welcome policy shift. He'd
already been the target of stinging criticism, but given the scale of the intervention, it was only to be
expected” (p.59).

21) TToo Big To Faily , "Bunning was the most critical - and perhaps the most prescient.... "I do not
like the idea of the Fed getting involved a bailout of that company. That is socialism, at least that’s
what I was taught. And what's going to happen, if a Merrill or a Lehman or someone like that is
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II-2. Lehman Brothers A}

Paulson A7 #o] Bush & BANA 8917 7ol sl A R
22) & & 20069 89 179 Camp Davidgom, $171o Ugd % 9
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next?”(p.78)

22) "The Fed's role in Bear Stearns”, FT, March 25, 2008. “As loans go, the Federal Reserve's
$29bn, to facilitate JP Morgan Chase’s acquisition of Bear Stearns, is certainly unusual”.

23) TToo Big To Faily , “In the end, the day’s testimony produced no smoking guns, no
legendary exchanges, no heroic moments. But it introduced to the American public a cast of
characters it would come to know very well over the next public a cast of characters it would
come to know very well over the next six months, and it provided a rare glimpe into the
small circle of players that sits a top the world of high finance, wobbly though it may have
been at the time. The senate were a long way from being able to make up their minds about
the Bear deal - how necessary had it really been? And had it really fixed a problem, or
merely postponed a greater reckoning?”(p.78).

24) "House panel questions Bear rescue plan”, FT, April 8 2008. “The rescue of Bear Stearns
faced further scrutiny in Congress on Tuesday as a powerful Democratic lawmaker demanded
more information on the selection of Black Rock as investment for $30bn in the bank's
mortgage assets”.

25) Andrew Ross Sorkin, "Too Big To Faily , Viking, 2009.

"Paulson made it clear that the administration would have to confront at least one serious
problem: the subprime mortgage mess, which had already begun to have repercussions. .. and
unless Paulson was given comparable power over these institutions, he said during the meeting,
there could be chaos in the market”.(p.49)

26) WSJ, November 11, 2008, News in Depth; "How U.S. treasury and Fed chiefs strained for
consensus in bailout”

27) Statement by Anton Valukas before Committee on Financial services, April 20, 2010.: "By at
least 2007, various agencies of the US government were concerned - at highest levels -with
the prospect for Lehman’s survival. ... Indeed, on June 13, 2008 —-three months before
Lehman’s bankruptcy— Donald L. Kohn, Vice Chairman of Federal Reserve, sent an email to



= LehmanO] Bear Stearnsfﬁr 7}
<78t Lehmano] = 2h#| 7}
o] w}g} Bear Stern¢] & B&
24%3S dAs7] A EEI=EE Lehmanol| &FA1# o

Lehman®] 3}2F3} Bear Stearns AFEfS] F 83 2o 3
g7l Aoz AAQNA 9L A YA Sy =
o2 whitsle] YV I AFF O gt °ﬂ Lehman A}

o

3N
M -
= BFshn BYF ARzioleke

N i o2
N
o
o,
kl
ok
rr
N,
~

<Cox, SEC>

SEC®} FRB NY< &3] &35 8 A 53] Ak (consolidated holding company)
o thate] =] AT o] EAE Bty flsf SECE 2004'd X H-E
“CSE program"S29) 93 $tth. CSE= SHIAEY 54 A8 AF
#E FEHE FHstd FAIAY BARS detr] gk ApEE Yok 9

= A|2¥1 92 Lehman Brothers= 200535 &&= %t SECE CSE
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Chairman Bernanke starting that "the question is when and how (Iehman) go (es) out of
business not whether”(p.5).

28) New York Times, March 18, 2008, Jenny Anderson, "At lehman, Allaying Fears About Being
the Next to Fall”

29) Chairman Mary L. Schapiro, SEC Chairman, Testimony, Concerning the Lehman Brothers
Examiner’s Report, The House Committee on financial Service, April 20, 2010.
"The CSE program was created, in part, as a way for U.S. global investment banks
that lacked a consolidated holding company supervisor to voluntarily submit to
consolidated regulation by the SEC. The SEC had no statutory authority to regulate
these holding companies, and thus prior to the CSE program they were not subject
to any consolidated supervision or capital requirements”.

30) SEC Office of Inspector General Report, (Report of Examiner Valukas, p.1490).
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Coxt 2008 2€ 93] HiE3|o|A CSE Program® =2 thaf ths3
2o Tk

“monitor for, and act quickly in response to, financial or operational
weakness in a CSE holding company or its unregulated affiliates that

might place regulated entities... or the broader financial system, at risk."

31) “The SEC did not know about the practice. But it is difficult to understand why not”,
Statement by Anton Valukas before Committee on Financial services, April 20, 2010.

32) Report of Examiner Valukas, p.1493.

33) Report of Examiner Valukas, p.1493.

34) Coxt Bear Stearns AFElo]S AL {do Al "Things were moving too fast to observe careful
protocols” 1L A3 tHReport of Examiner Valukas, p.1493).



13y Lehmano] tjdt SECY 7= th3te Valukas’} HH ZELS ©}
=3 2o

“The SEC made a few recommendations or directions here and there,
but in general it simply collected data; it did not direct action, it did not

regulate'35)

<Geithner, FRB NY>

Geithner& A= 20073 8¥ol o]v] Lehmanol thate] 4ztatA AzHglo
1, Bear Stearns - Lehman - Merill Lynch A2 @8ttty A9t g
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Primary Dealer Credit Facility)ell &3] =8 “E&” SAIA A= gt 724
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35) Statement by Anton Valukas before Committee on Financial services, April 20, 2010., p.7.

36) Timothy F. Geithner. Treasury Secretary, Testimony, Concerning the Lehman Brothers
Examiner’s Report, The House Committee on financial Service,
"April 20, 2010"On the day of the Bear Stearns sale in March 2008, the Federal
Reserve announced the creation of the Primary Dealer Credit Facility("PDCEF”) - a
collateralized lending facility to provide liquidity to primary dealers. The creation of
the PDCF meant that the Federal Reserve was a potential lender to the major dealer
firms.”

37) Report of Examiner Valukas, p.14%9.
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Al AFA deAE HJHIPY HEGE FAA "E ZAS=E, Lehman

Brathers AFEl A 2] & 2009 Congressional Oversight Panelol| A= AF #

st A E FE og

"Following the Bear Stearns rescue, pressures in financial markets eased
for a time. But the economy continued to weaken, and alarm bells were
sounded about the lack of tools available to the government to contain

the emerging crisis."40)

<Bernanke>

38) Geithner, "the Government of the United States left too much of the burden on the Fed to
contain [the demagel, and it was too late to use the full arsenal of Government powers... If
these [emergency statutory powers] had come earlier, we could made it somewhat less
damaging” (pp.1501-1502), Report of Examiner Valukas.

39) “Geithner noted that he would have opposed ant effort to give Lehman or other investment
banks earlier access to the Fed's liquidity facilities. The challenge for the Governmant, and for
troubled firms like Lehman, was to reduce risk exposure, and the act of reducing risk by
selling assets could result in "collateral demage” by demonstrating weakness and exposing "air”
in the marks”(p.1502). Report of Examiner Valukas.

40) Geithner, April 21, 2009. Congressional Oversight Panel.
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Bernanke®} Geithner?} PaulsonS A5+ AL wss] ¢
Paulson “§¥#-2 FRB NY7} Fuldol|lAl Rt} A=20=2 qtes yojof 3
S 273 oY, Bernanke &&A¥} Geithner F#1= Lehmano] o
7132 SECe|™, Lehmanol] t3t Fedd] & v 4AFst J&S HAT
Valukas®] ZFA}ollA Bernanke &J&9|A] FRB NY’} Lehman® ZE2HS
7] fste 77 9E 2XE € F Jdon AAdEAE SRoed dE
<2 Geithner9} vIZH7EAIZ “No"9th. E2& 02 Bernanke F A& Fede
Lehmandl FAF8S 2T AS 7FAL vk BA] Feths 440
}.

A71el 7hsde €a ASd=7hel tHEE Valukase] EEol  thsho]
Bernanke TA= & 9717F & AYS
Akl ZHAE FES 094 1009 WHE T SATUW, dRFo=E=
1-15 A== 43S Ao, Bernanke 9 AAlL 909502 o =3 o1y,
AAE 140 BEE oW FF9Y A= dol A FHo|ATar Hrlsto
Bernanke AtA1%E Lehman®] ike] 7HAE T4 & AH=E 4A XS5 A

A3

<Paulson>

Paulson 2008 & Lehman® CEO Dick FuldelAl A& gtz
LehmanS ™28 AL AS5AtH)., 28y Fuld= Lehman©] F7AE S
ga 2 seE AAS AASA $%oH, Paulsond] HES 7 Hof 508
31A] 2%}t Lehmano] W3k Paulson® W& DxHE Fugd Ao=
BRIt} Paulsone Lehmano] thdl™ Treasury’} FAlw8S FYL Aol
e B ohg 2 AA7 BEsA 2ok A730ch G Lehman 4
9g FAdel A= BE Bl LE Aol BYtin AaAgck. 19
U Lehmano] ZAFA5S ALE & lthe JAE Ho=z yiF AeiA
solied st AFE IRE2F o, Geithnere =938 3
T} 43) 43 Geithner A+ Paulson Z#ET= A3 HEE 7R )

41) Paulson Z33& Aol FUlZ 0 & Bear Stearns "3} Lehman 3H:F7H] 6709 S¢F Fuldol Al
Ae] 508] 717ke] F38ttH "On the Brinky , pp.136-137).

42) "Paulson knew he couldn't do much for Lehman himself. Treasury itself did not have any
powers to regulate Lehman, so it would be left to the other agencies to help manage a failure,
But that made him anxious.”, TToo big to faily , p.217.

43) "News in Depth: How U.S. Treasury and Fed chiefs strained for consensus in bailout”, The
WSJ, Nov. 11, 2008. "Senior government officials told reporters that Mr. Paulson was drawing
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RAH Ao = Hl,

a3y 329 A= 2y PaulsonS Lehman Brothers®] *EE& F&
gk 2008 99 129 2% 6A] Paulsone Bear StearnsE X 8]3 W 399
Foy e 979 Azte] trtex Ytk 7|al AHFE Geithner,
Bernanke, Cox¢} @3t} o] HA3}t3] 9o A PaulsoneS Lehman Brothersol
TATES FHSIA Rete Z24AS WA HATHYD)., T o|Hof=

Bear Stearns<}e] TS HMAlo 2 A sdr|2 AAT 1 HHe F§3IAF
EE stog 95 Ee ¥50E AFS E°‘%}04 Lehmang T3l=F &=

0

o]2u} “LTCM-like Solution"S F3%I

ALEl 2 2]48) v oF w7k A 2 FQ &9

NYol Eoj=% 3

T8 Y I o]o] EQY 39X P79 Barclays Capitale] Lehman

A4 JFS HPon, FFEZRE Lehman SFE 598 wfj7}x|

JHor o ARERH vy $7 we £OE Lehman S5 oA}
]

o]
. 22y Paulson¥®] F3tollA G AFH Darling249 deal 9]

= Aoldth04). oo mwet LTCM
EO%% T2 Y9€ 12¢) 74 FED

[¢]

0

(TP} mlo

EP

§9L

a line in the sand: There would be no public money spilled to rescue Lehman. Some Fed
officials, including Mr. Geithner, were uncomfortable with that public stand.”

44) "Perhaps most important, Paulson stressed, was that they couldn’t afford the political liability
of putting up government money for Lehman as they had for Bear Stearns. "I can’t be Mr.
Bailout,” he insisted, and given that everyone on the conference call had already lived through
the backlash of that experience, they hardly needed convincing about not wanting to repeat it.”,

MToo big to faily , p.282.

45) Lehman Brothers 3423 CNN#Ho] Q18| Ho| A Paulsone oF23 o] w@3lth “I never once
considered that it was appropriate to put taxpayer money on the line when it came to Lehman
Brothers”, Aron Smith, CNNMoney.com, September 21, 2008.

46) "At 6:00 pm. Paulson joined a strategy call with Geithner, Bernanke, and Cox. He felt they
were about to go into crisis mode and feared another Bear Stearns-like weekend. This time,
however, he was determined that it end differently. He believed they needed to prepare what
he called a "LTCM-like solution” - in other words. he was committed to the idea of
encouraging firms in the private sector to band together and put their own money up to
somehow save Lehman Brothers”, "Too big to faily , p.282.

47)"Nonetheless, he quickly fell in line, and the four men made a pact: Unless something
miraculous happened, they would plan calls to the CEOs of major Wall Street houses late on
Friday and have them all come down th the NY Fed, where they'd press them to come up
with a private solution. In the meantime, Paulson instructed them, the message should be clear:
No bailouts.”( "Too big to faily , p.283).

48) 19981 99 239 FA] Fed NY 4] McDonough®] 4202 127] £38%59°] FED NYol| &o
Hga 395 B3l FeEAR LTCMS Q7= §Fofste] AtelE sl 2 3( "When Genius
Failed; , Roger Lowenstein, 2000., Introduction).

49) "He offered no specifics other than to say that we were asking the British government to
take on too big a risk, and he was not willing to have us unload our problem on the British
taxpayer”, TOn the Brink; , p.210.
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1S ARETOZM50) Paulson®] FRAE “LTCM-like Solution"2 F /\PQ

o
o). 2= 99 14 204 SEC Chairman Coxi= FuldolAl AR FAF
glom, dik oo Hdele] oAx7F gleS TR, 159 Lehman
Brothers= A|Y¥ 2A]7 SECY| At =28 313 15839 AALES npz3loh
T2 Paulson &#9°] Lehmang] FAWeHS v e o] f+= FSlCI7p

2 32 o)y

Bush £33 o] X9 Lehman *]2]7} Bear Sraerns %29} ThE o] /=
A Aws AQVIE 5L u Paulson ZFH-E Bear Stearnsd A%+ <l
TYAE 7H F8AE Uske Y, Lehmand A= AFE Hsle 5§

A7 9] wEe] ThE Aol §rki ThAsT),

909 16 Wty B FollA 7R3 HNM= Bush EB 3 7o 22
o thatd Paulsone 3¥ ¥ 9¥7te] sho] Zpol7h Q7] W&ol of
3lt)s2), o] ol ] Sorkine53) Lehmand 73A$% 7HeF QA4=x217}
T}, Bear Stearns®t mlI7IAE Q4 F83I At FF AFS AL

102 348l

32 o Hd

N

o 30 oft mx
\

I1-3. AIG

2008 7€ 292 AIG CEO¢®l Robert Willumstad+ FRB NY Geithner &
AE wEA AR AYS 2. o] A oA Geithner FAl= ©E 5}

Sy 8
A 29 & 9l Aolgte FS EH3] 5.

50) 9= AFAH Darling2 Lehman®] trading assets®] Zuto] HE 23|ALE o] Fdte] 9% 1
At AS ¢A Pk 5 Lehmano] 3ite 49 1 S4& v=9 —rxﬂi”} olgstal HHE&

AT 2e Lehman AHlo) 5 AAFES717E A A3, 29 199 FAFEOR
moo] 1$E FYe W] g=2 5RIGE FYshes A1 Aot ﬂmw Lehman«l
ko R odto] 98 HE 7t drpt AZEAE o3 gttt DarlingS 23 Barclayse] Q15
A0S AFA °L9k Ao, 1 93] HEE Paulson® A= <A %g7] w0l Darling
A2 GEATA £ Ao daar

51) “President Bush called me at about 3:30 p.m. "We we be able to explain why Lehman is
different from Bear Stearns?’ he asked. "Yes, sir”, I explained "There was just no way to save
Lehman. We couldn’t find a buyer even with the other private firm’s help. we will just have
to try to manage this.” , TOn the Brink, , p.216.

52) "The situation in March and the situation and the facts around Bear Stearns were very, very
different to the situation that we're looking at here in September, and I never once considered
that was appropriate to put taxpayer money on the line with.... in resolving Lehman Brothers.”,

"Too big to faily , p.386.

53) "Technically, his answer was true, but he knew that if Bank of America or Barclays had
decided to buy Lehman he might have used taxpayer money to support a deal, but he wasn’t
about to bring that up now”, TToo big to faily , p.386.
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dHE B35t AIG A Y-S Geithner7} FEFTIS). oju] 9¢ 12¢
FRB NY©lA €& 23 CEO 3|9oA AIG #A7F A71=em, 15¢
Lehman 32F 72271 SEH AR & AHHl= AIGE &3ttt £3] AIG CEO
Willumstad= S&P7} AIGY] A&55S 2= 4% 24T CDS A 5%
=] FUF HE aF A det ZA st AN

9¢ 15¢ 2% Goldman Sachs, JP Morgan & IBE A %lgo] AIGoﬂ A =F
AANE SATL BeS] AIG o A BAL oln Agd Sev %4
At 9¥¢ 16Y Geithner, Jester, Norton, Jimmy Lee, Braunstein < ©]
FRB NYo|A 3]9E ATk JP Morgan® F374 Leew AIG &9 47t
ds AT

Geithner TAl= O& AHHEY A37|E 1111 #ES FA
< 3o AEATH

“What would it look like if we said the Fed was going to do this?"
9] 4L Paulson &3#o] Lehman Aefol] st FA|5-8°] flotkx

e 2] B3 72417 vhe] AIGE Adste A2 AR H3S HAE
A A8, Geithner FAE AIGE A sI71Z Z 418l Benanke &3S

Hom A5t

ol

eSOy

e

o

L AU

|l

“Geithner reiterated that "a private-market solution is dead" and told

54)“Willumstad; "You've made the Fed window available to the broker—dealer,” he continued.
"What's the likelihood, if AIG had a crisis, that we could come to the Fed for liquidity”.
“Geithner; "Well, we've never done that before,” Geithner replied brisky, meaning that
the Federal Reserve had never made a loan available to an insurance company.”

( "Too big to faily , p.208).

55) "Paulson himself had very little to do with the rescue of AIG; it was, rather, orchestrated by
Geithner(and executed, in part, by Treasury’s Dan Jester). While the fact has often been
overlooked, Geithner, by his very nature — as has been demonstrated throughout this book and
in his subsequent policies as Treasury secretary - is as much a proactive deal maker as
Paulson, if not more so.”, [Too big to faily ,p.533.

56) "If the agency cut AIG's credit rating by even one notch, it could trigger a collateral call of
$10.5bn. If Standard & Poor’s followed suit, which was likely - "the blind leading the blind”,
Willumstad said of them - the figure would rise $13.3 billion. Should that happen, and AIG be
unable to come up with the extra capital, it would be a virtual death sentence”( TToo big to
faily , pp.273-274).

57) “Lee said "Deal stands little chance’ and "AIG out of cash”. We've gone through it all, "They
have $50billion in collateral and they need $80 to $90 hillion. We're short $30 to $40 billion. I
don’t know how we can bridge that gap”’, TToo big to faily , p.391.

58) “For the past seventy-two hours the government had been insisting that it would not bail
out any financial institution. Now, with that one sentence. Geithner had turned everything on
its head. Even if it was just a hypothetical, the rules of engagement had evidently just
changed.” ... "Work on it”, Geithner said, and then left the room”, TToo big to faily , p.392.
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them, "We need to think about using our balance sheet. We need to act
with force and determination," suggesting that if the Fed made a big,
bold deal to backstop AIG, it could help restore confidence in the
markets. He proposed using the Federal Reserve Act, Section 13, point 3,
a unique provision that permitted the Fed to lend to institutions other

than banks under "unusal and exigent" circumstance".5)

"AIG had reported more than $300 billion in credit default swaps
involved in this wrapping procedure, which it politely called "regulatory

capital relief".60)

"Geithner continued to urge to comment. The system risk was just too
great, he insisted.

After hearing his arguments, Bernanke told him to develop a plan.
Once he came back to them with more detail, they’d formally vote on

how to proceed".61)

Bernanke ]38 W7+ E% U Geithner =AE EA|FOEZ XA o
™, Geithner 4= FED Board $J &4 AIGE A|¥3st= A | “financial
Armageddon”& & F Q= FL3 Zolgtal 53 £ «d3 dd &
ol o]FHo Wir}.e2)

16¥ 2% 447, AIG= FRB NYZHH 3 #|o]X] g FAX A& F4
ot

"The Federal Reserve was providing AIG a credit line of $85billion -

which it hoped would be enough to avert catastrophe and keep it afloat
ll.63)

59) TToo big to faily , p.394.

60) TToo big to faily , p.395.

61) TToo big to faily , p.395.

62) "While Bernanke said that he had decided to back deal, he nevertheless wanted to take a
straw poll among the participants in the call. He was clearly anxious, asking, "Are you sure
we're doing the right thing?

But with his implict support —and Geithner’s insistences that this was the only wat
to avert a financial Armageddon -the vote was 5-0. There was no longer any
discussion of moral hazard, and no talk of Lehman brothers.” "Too big to fail; ,
pp.398-399.

_16_



A2 A #Hel #HAAME Lehman AHZoA Ho] F “Bailout
AV’ = Paulson® X WA S Geithner7} AIG Aol 4] HE3 Aupr} T
AJt. W wE el e BElgo|A Paulsond WS FEX %Sk
th6d). AIG Aol tsiA= Bush t&H A EI% Benanke FA|7} F=

29k

dPdE B3 EH Ry U202 Paulson F#-2 Bernanke A
oF I o35 AFFHoE A5

I1-4. GSE A&

e

2008 49 159 Paulson F#E P Steeld T[Eo] T1EoF @R
Kashikari®} Swage”’} FHI3 k™ "Break the Glass: Bank Recapitalization
Plan"g Bernanke Z=Aol A Xl

1) AFF= E2RE $500bno] APete S8 AN AlS
S3AES AAARES et

2) 23 AHA G N AHANE L Auiga e s, He A I A
2 AFgH

3) VzF A=MUAE agste] mjYAits oF 10692F A ES shof A4k
7HAE Sddetes st AR A AU I I

4) Zvlje} A2FBE] S FRB NY7F @93kt

Benanke & $500bne] <AHE ZFE3J 1, Kashikariv 78 3IAIES <o

63) [Too big to fail; , p.401.

64) Q: "Why is the Federal reserve giving AIG a bridge loan?”

A: "Let me say what is going on right now in New York has nothing to do with

any bridge loan from the government. What's going on New York is a private sector

effort again forcus on dealing with an important issue that I think is important that

the financial system work on right now and there’s not more I can say on that.”,
FToo big to faily , p.386.

65) “Paulson and Benanke explained why they thought their decision had been a necessary one.
"If we don’t do this, "Paulson told them, the impact of an AIG bankrupcy would "be felt
across America and around the world”, TToo big to faily , p.406.

66) Too big to faily , p.83.

67) TToo big to faily , p9l
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79 14Y Paulson &2 Y HE3]A GSE(Government Sponsored
Enterprise: Fannie Mae, Freddie Mac)oll thgt A LdwehS ATt g4
T 1871 T AAFHoZ AF-Fo| GSEO &S AT 5 = A
7238k} GSES A& &5st7] 9% AF-Fo FAE 3-8&35tH, GSE
g dede HEdS P

Paulson F#2 79 93] HEIE =
O3 2 HE HIS A X v HH
Paulson®] AtS A3 59 wWhAjolgtal H]
717F BiAA = 7 A F
Aes & T UAESE 93
sHA] FUTh &

T A= FAAX FAEES L78= AATE v Psrka Bkt

Paulson®] H]#ZFQl HAWo|x= EF3}3l Paulson® GSE Aok 2008
7¢ 239 “The housing and Economic Recovery Act”(HERA), 3t9& S
Stal 269 Y-S 5 H3UTh "Break the Glass: Bank Recapitalization Plan"&=
GSEE Aldst= Wete ZE7E H3lS ¥y ofyet 99 Lehman ko]l %
Al S =RIted ZAFAHoRZ 719§ '"Troubled Assets Relief
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68) Testimony by Secretary Henry M. Paulson, JR. on the GSE Initiative before the Senate
Banking Committee, July 15, 2008.

69) “But no, it turned out it was socialism here in the United States of America. The Treasury
Secretary is now asking for a blank check to buy as much Fannie and Freddie debt or
equity as he wants. The Fed purchase of Bear Stearns’ assets was amateur socialism
compared to this..”, TOn the Brink; , p.200.

70) News in Depth; "How U.S. treasury and Fed chiefs strained for consensus in bailout”, WS]J,
November 11, 2008,

71) "Break the Glass” was the intellectual forerunner of the Troubled Assets Relief Program
(TARP) we would present to Congress in September. In April, however, the state of markets
was not yet so dire, nor was Congress anywhere near to consider granting us such powers.”,

TOn the Brink, , p.132.
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II-5. TARP(Troubled Assets Relief Program)

AIGY gk APxA = E+sta 99 179 A1 A& o5 sty
A} AIG =22 Morgan Stanley®] CDS Z# g do] H53= & 93
a1 A th Lehman Brothers® CPE XH+3lal U™ Reserve Primary
Fund7} 221 J1& 872 Q& 5 dHd So%eH, old we &
MMFE%E QIEAtEl O] AW A} CPoF RP Al }]”Eﬂoﬂ A}
o}z 7A] Bush & #H-& Paulson ZIoA HF}E A FFAF AL =
AL, Paulson F#2> 571 AL da4ds A5,

$tH 22 AJ7to] Benanke 9%+ Donald Kohn #2]7%, Kevin Warsh &
AE 233, Geithner FA= A3E A4 @71A-FAZo] vhuld A}

S o¥A g AJAE =93l o] Fede= ©]v7] Bear Stearns®}t
AIG Ao 2 AAHE 4o, AFozRY @7|ARES AFES 15 4
3o} H}Uﬂ o Paulsong HIE3% AFH T ELS 93

ol gl e AA

o AFEA BRL LTFHE AL 9HL AL ARoT LT
PAARS AT S Aokn FFAT Qo] ARRsh Agegel oo
dusol 9E FFIAT)

Kevin FA|+= Paulson Z#o|A AstE 3|4 ojAl= AFH7F YAA 9
& F2AY Wl HASS A5, Paulson FHE 11 oA 593
t}74). Benanke 9 &A-E& Paulson F oA Fed= 3SHAO &3 ow, AQFH7}
913 MEd UMW ANE EAHoZ XY ﬁ%‘% AF3™ Paulson %
TS gukgith aHo . B35} al Paulson L AEE F93A &dohis

A 2

).
84] 30% 7 Paulson F#H2 7HE-3o5 435 712 AAHAZD &= 9l

72) “We've got a real problem,” I said to the president. "It may be the time’s come for us to go
to Congress and get additional authorities”.”Don’t you have enough with the Fed? You just
bailed out AIG,” he pointed out. "No, sir, we may not.”, TOn the Brink; , p.242

73) "News in Depth: How U.S. Treasury and Fed chiefs strained for consensus in bailout”, The
WSJ, Nov. 11, 2008. p.17.

74) “Early Wednesday morning, Kevin and I agreed that the problem was so big that Congress
had to be part of the solution”, TOn the Brinky , p.244.

75) “Ben brought up the need to go to Congress. I couldn’t have agreed more, but I was so
preoccupied with the steps involved in getting emergency powers that I didn’t respond. I was
caught up in thinking of all that would have to be done, not least getting the White House on
board. The president, I was sure, would support us, but we would need to get his press office,
policy people, and legislative affairs staff involved in a course of action that w all knew was
going to be very difficult and that some doubted could be successful. We needed to craft a
winning strategy for the Hill and find a way to hold the financial system together while
waiting for Congress to act”. TOn the Brink, , pp.247-248.
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Ao 2= Troubled Asset Relief Program (TARP) “Break The
Glass" Ha1x9e] A&MA oA xR KashkariZ} Paulson 3o Al B a13d}
3, TFE° 2 Paulson & #°] Benanke®} GeithnerE A E53l1, 1 thgo=w
Paulson A#3 Benanke &A|7} $7] Bush 5 &Ho] H13st & HEZHo=Z
o3& HA5ste AAFES A

99 209 ATY IRE AFo] FEHA AFS Aol Ed BLF 7
Aoeem™ AYATEL 27ekE PEAXME B dem Ao
Nancy Pelosi ©]7¢] ARFAeA 2007 o] o]AdZolA 4R A AAE A
3 3 c80)

Bennanke : “I spent my career as an academic studying great

depressions. I can tell you from history that if we don’t act in a big way,
you can expect another depression, and this time it is going to be far, far
worse'.

Paulson : "The government would buy the toxic assets to get them off
of the bank’s books, which, in turn, would raise the value of the assets

by establishing a price and make the banks healthier, which in turn

76) “This is our moment of truth,” I said, "We’ve been dealing with one-off firefights and we
need to break the back of this crisis now”, TOn the Brink, , p.244.

77) "News in Depth: How U.S. Treasury and Fed chiefs strained for consensus in bailout”, The
WSJ, Nov. 11, 2008. p.17.

78) Paulson 7128 Aol Al F&3|AF 2712 SH] wl] DoAddl s tha 2ol At
“The underlying weakness in our financial system today is the illiquid mortgage assets that
have lost value as the housing correction has proceeded. These illiquid assets are chocking
off the flow of credit that is so vitality important to our economy”, TToo big to faily , p.446.

79) Paulson F¥#-& Bush tlE#HolA 519E A% dasitty Hiuglov Kashkariv 539 &1
o] 283 5 9o Bugch Kashkaris 1328< Aotglont 71922 do)dle( "Too big
to faily , p.447.).

80) TToo big to faily , p.443.
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would help the economy and ... repeatedly said, "help Main Street."
..... "l don’t want to think about what will happen if we don’t do this."

..... “If it doesn’t pass, then heaven help us all".
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TE 7P RAF FUAE “arm-twisting” (S & dS Aol

- =
A ol EZstal FANS B ol AAAZ gdtE= A 2

[

81) "News in Depth: How U.S. Treasury and Fed chiefs strained for consensus in bailout”, The
WSJ, Nov. 11, 2008. p.17.

82) BTk AhsEdy,  TEEBHCHESL By, 1984 p. 212,

83) 2008 9¢ 169 White House briefing roomellA Paulson®] T Fol|A, “Moral hazard is
something that I don't take lightly”, TToo big to faily , p.385.
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o] Z7]=84) dHlHo ARG AgtE o Q= Ao A g4 o] “moral

persuasion” ©] & “a stretch of authority” F+ “arm-twisting” () ol& &

A7 "wvgxan & = Ao a8y AR KT (rules  of
engagement)> STk P|=¢ 19 FAAE0] o] FAE YA HFEA=
Ay ERHg 7R digal 20

oo FE97] F BARR o fAe AHE ExbH, 1998 9L
ANE LTCM A& & & Atk Fed NY& BE A5S AMEsA ¢x €
2EZEY 23E50] FF5oZ LTCMS UAFFAA 1 Hole Fedd =7
g o] A& Fol L.

200839 FE 9715 FHEste AAHAANE oA HollA “HA” AH] 9 o
A7} YEFS T Bear Stearns®] A2l Slo] HFZAQ Y YgAE HIH
Geithner T = ©]F oA AF3 vt} o] F5F w3t Bl WH3lE HA
om, 7233 elx= W3}= Lehman Brothers 72 A glo] AFS vxox
53 & 4 Jt. = Bear Stearns®] * ] & Geithner T A= Fed? F =
A Al ek Ao vl o] 2 HH Bear Stearns Z7|A] At#
2] S|AFE BlackRocksS A sl st ¥4 AJH] T2 RE ¢ubs w2
Ao Z HIY. Bear Stearns®] #gle] A= “TX” ARG ¥

Ao #FAE FAZ B
APAoZ “HAA" 3Fet= FHE €7le] CEOES YWF o= U7
stA By 2e AtelE & 4 Atk 2008d 9¢€ 12¢ AH Paulson©]
Lehman BrothersS A+ F83ALE 2H7] fs] 23 CEOES FED NY9I
B Bobx Qg 3834 28-S ¢ E “LTCM-like Solution" ¥
A0 "HA ol A ghrse).
20083 10¥ 13¥¢ 9/ WEESFe CEOEL Fv= EE A=
Washington®] Treasury EZ TZF o™, BT Paulson ZF#L 9%
o
5

Nr

Ao g ALRO)FE A FA &), Paulson FH I Geithner A+

B CEO=°A AF Aw<S T thal ZFd F45 wasiet=s 27

84) FEH71o19 & Warren Buffett® “economic Pearl Harbor’#}i &% 0™ (CNBC's Becky
Quick, January 21, 2010), Paulson< “firefight"g}xl &%t}

85) TWhen Genius Failed; , Roger Lowenstein, 2000., Epilogue.

86) 99 13¥ Fed NY, Wall Street®] CEO meetmgoﬂfﬂ Geithner 749 AFE A=Al #AA ¢
dho] a3t} "Look, we'd like to see if it's possible to find a private-sector solution”. "I
want to be very clear. Do not assume you can use the Fed balance sheet”.

87) “Paulson’s decision to invite the "Big 9" Wall Street firm to Washington, without giving them
any hint of what the agenda might be, wasn't going over particularly well.”, "Too big to fai
15 p.b19.

_22_



o

9] A ASD AJA 24AH.

et

A% o

b

“Then they got to the question that Geithner and Paulson had been
debating all day: How forceful could they be? Geithner had preveiled
upon Paulson earlier to make accepting the TARP money as close to a
requirement for the participants as possible. "The language needs to be
stroger". Geithner urged him. ... "We need to make clear that this is not
optional". Paulson agreed. ...

"If a capital infusion is not appealing you should be aware that your

regulator will require it in any circumstance"

o]2Fo] 7]Fo ulFo] B uw, 2008 10¥€ 13¥ 97§ &3 CEO 39+
“moral persuasion”®] FEE HolA] “arm-twisting” ¢ ©] ™3t} Paulson
A F743, Benanke 2%, Geithner &, FDIC %A Bair, Z18]al w= 9U)
23 9] CEO=°] g Agol 2l ol#l &l #ed wF 39 £97Ie F7
< Firl flt steEt® Sorking] 7182 "mE A T oW EFAA
AFsHA & F71e F=3to] gith

[oF

“I would like to thank all of you for coming down to Washington on
such short notice," Paulson bagan, in perhaps the most serious tone he
had yet taken with them individually during the dramatic events of the
previous weeks. "ben, Shella, Tim, and I asked you here this afternoon
because we are the view that the United States needs to take strong
decisive action to arrest the stress in our financial system.

The bankers sat stunned. If Paulson’s aim had been to shock and awe
them, the tactic had worked spectacularly well.

"This is the right thing to do for the country," he said in closing.

Geithner now read off the amounts that eash bank would receive, in
alphabetical order. Bank of America: $25billion; Citigroup: $25 billion;
Goldman Sachs: $10 billion; JP Morgan: $25 billion; Morgan Stanley: $10
billion; State Street: $10 billion; Wells Fargo: $25 billion.88)

88) TToo big to Faily , pp. 523-524.
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o
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“Hy H77F FololH, ofEA AgEHe AE B F= Atdelth
20083 99 159 BofA+ Merrill Lynch(olfb‘} ML)Q—-"J dHS EiEh
Al ML9] 2008 4%7] A& £4-& 909 gEglen, 124 549 <
BofA FFF 3= FHAS FAAHh :Laiur 12°J TE MLY AlF &4
150982 ARG 12€ 17¢ Lewist Paulson AF7%#3} Bernanke <]
oAl Hst= ¥ el dis] “Material Adverse Change clause"E @}
st S FAAE YA leS T
TA= 20099 49 239 New York State H&Fd Cuomo’} BofAY
CEO Lewis®l Al Treasury9l Fed®] 4H o= BofA FFEo thg HAlE<]
o] o] F(fiduciary responsibility)E H3al|s &7} %\EHE W&o AAE 9
3o HHomx R IHAA HIUH. Cuomo F7Fel wW=W, Paulson
FHe Lewisoll Al A3tx wheF BofA7} ML 1A % 785, CEO%}
o|AE S wAlEA T AHATAL Lewis7} U=l v= A
Paulson “&¥#3 Bernanke &2 Lewiso|Al ML U4 & ”}3—33}7]
atsl= & ¢, FRB Richmond® BofA ©% AN (Mac Alfriend)
BofAe] AT HHA ofstol] tiste] =A(MOU)E HT As HAESL
AT 2009 3€ Obama HEZ¥ &3 CEO%e] W EoA
Lewistw ¥7/|Fo 2 ETHS EZ3S ul o),

2009'd 49¥ 299 FFF 3 A CEOSH o]At3] %S ZEst= to] AH
Holow, oldl wet Lewise 9F# oA =%t FRB= MOU thale] o
ALE R 2laa BE RAERAE L7, o)A ofFow AEH
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89) "News In Depth: In U.S. regulators, BofA's Lewis met his match”, WS/, November 10, 2009,
p19.

90) “Full Committee Hearing; "Bank of America and Merrill Lynch: How Did a Private Deal Turn
into a Federal Bailout?”, From Republican Staff, Committee on Oversight and Government
Reform, June 11, 2009.

91) “Mr. Lewis said publicly that he didn’t plan to "suck up” to officials”, "News In Depth: In
U.S. regulators, BofA's Lewis met his match”, November 10, 2009, p19.

92) “Directors were shocked Fed officials would slap the bank for its performance after other
officials, from the Fed and Treasury, had pressured it to complete a deal it was wary of, the
Merrill purchase. The sanction, issued soon after, required the bank to overhaul its
board and fix risk-related issues”, "News In Depth: In U.S. regulators, BofA's Lewis met his
match”, WSJ, November 10, 2009, pl9.
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Donald Powell7} g5 o] glojA 2juyzete] 3 A2 2HE 29 "8
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M%), Lewis’= 9] HAGE AlJdstaNE P02 4 RS YA
o224 o] Ak wHEe] H3inh a2y o] Akle vl AF-R2t Fed7t 31
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-2, 5713739 #A

ATRE ML FEAE/TES FFINER 959 Aol Fel
wobd Yase 91X gt 4 2EEY
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2EES B9 g8e) 94w 9gYe v #H gt AR nEs)
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93) "Paulson, Bernanke & Lewis: Who Told Who What?: Paulson saying his previous statements
on the fates of Lewis and His board were "based on what he knew to be the Fed's strong
opposition to BofA attempting to renounce the deal”.

"Bernanke tells Congress on June 25 "I did not tell Bank of America’s management that the
Federal Reserve would take action against the board or management”, , WS/, June 30, 2009.

94) "Fed Emails Bash BofA Chief in Tussle Over Merrill Deal: A Dec. 21 email from Federal
Reserve Bank of Richmond President Jeffrey Lacker to Fed employees said Mr. Bernanke
"Intends to make it even more clear” that if Bank of America kills the Merrill deal, and later
needs government assistance, "management is gone.” Mr. Lacker added he had a "long talk
with Ben” about the matter, referring to Mr. bernanke”. June 11, 2009.

95) “They live in different worlds and have different cultures, and there’s no question that there’'s
certain lack of mutual intelligibility,” says Neal Wolin, the deputy Treasury, whose department
acts as interpreter, and sometimes whipping boy, for each side. "The culture gap was clearly
exacerbated as a result of compensation issues. which a lot of people understandably found
difficult to swallow. I wouldn’t say that the device is getting inexorably wider and wider but
the basic dynamic is unlikely to change anytime soon”.
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ANFF] AgE Fste] gk A= A AFRLS =27 WEol Paulson
T 9Y T8 $7,0009 =9 FAA R A HLr §HE AHEAg
S 93lof] a7t AL FEgta B Aot

[
2007 SRE7IHE 897 e FH87] A8 "Break the Glass"
= ET7sta 32 RY AdE Sl oA X AL
= AL ofol#yrt obd 4 {itk a2y 2
AL ofolHq Yzt ofeg}t d4o|lth 99 159 Lehman Brothers 3}4Hd &

ol ZAE T Algox B o3E= 18Y Paulson F#o] A|tsk
ARAZH A 275 ARk By ofyg} 2571 B3 F4s Az
Lo T8 400 FHolAd @ale ALY HR3IAA o 108 3Y Helo

96) “ I'd hope that a combination of capital rasing and reform would be enough to shore up the
GSEs. Fannie had raised some equity, but Freddle had missed the opportunity, and Congress
still had not acted on the proposed reforms. Now, we would need much more. for the first
time, I seriously considered going to Congress for emergency powers on the GSEs. Before,
with Democrats and Republicans at war, it had been impossible to get relatively modest things
done without a crisis.”, TOn the Brink; , pp.142-143.

97) “Now, instead of the "clean” bill Mr. Paulson and President George W. Bush initially requested
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Paulson 3ol ¢3jete] #AZE ArtetA] XA o|f Foll= Paolson %
I ALY Adx Ad B Ao Ba itk S Paulson 32 WwWisiar
Ad Aoy, 937} 8 73k FHZ HS AS5siE e JdAE gAY
Azto] HEete] gAdES AHE -FA Xvh= H7H7F ok Paulson %
#o] /A A W3 FHrl=10) =92 gt x Paulson &3o] A 3F
sk 9]3] 9] “political dysfunction" #%F o}zl Paulson F#9| o =39
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-which essentially provided a $700 hillion check that gave Treasury broad authority- Congress
passed a 400-plus—page package loaded with sweeteners. lawmakers threw in tax credits,
executive-pay limit and even a tax exemption for the producers of wooden arrows, and did so
only after two weeks of contentious argument and high drama.” Paulson’s stature with
Congress suffers, October 6, 2008. WSJ.

98) “News in Depth: Treasury should act fast to but distressed assets”, WS/, October 6, 2008.

99) "Many had warned for years of impending calamity at Fannie Mae and Freddie Mac, but only
when those institutions faced outright collapse did lawmakers enact reforms. Only after Lehman
Brothers failed did we get the authorities from Congress to inject capital into financial
institutions. Even then, despite the horrific conditions in the markets, TARP was rejected the
first time it came up for a vote in the U.S. House of Representatives. And, amazingly enough,
as I write this, more than one year after Lehman’s fall, U.S. government regulators still lack
the power to wind down a nonbank financial institution outside of bankruptcy.

I am not sure what the solution is for this ever more troubling political
dysfunction, but it is certain that we must find a way to improve the collective
decision—making process in Washington.”, TOn the Brink, , p.438.
100) “News in Depth: Paulson’s stature with Congress suffers”, WSJ, October 6, 2008.
101) “Interviews with lawmakers suggest the uphill battle is partly of Mr. Paulson’s own making.
.. Mr. Paulson is blunt and direct, an attitude that doesn’'t play as well before Congress”,
"Several lawmakers viewed Mr. paulson as intransigent and unwilling to help make the bill
more politically palatable, according to members and their aids.” “News in Depth: Paulson’s
stature with Congress suffers”, WS/, October 6, 2008.
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(1) ©J= 7]#°] Lehman Brothers®] F¥ Z&7]#&<217)?

Lehman Brothers®] 474 -& ZAMSH Valukas?t Lehmang =¢ % &=
SAE7IHEY I st W 28 v 2ok

“They gathered information. They monitored. But no agency regulated".103)

Ao FAlEE FY oFek duflol Lehmanol] W3k 7= A< A7)
EAA Zolgke H2 A= I3 AYAES EF A4St gle 49 vhE
Lehman®] Fd Z=7]80] o= 7|#A7} dh= £41= Lehmandl| e+ 7

= Ao EA9 AZAEE o]t} Valukasd FAF HiAo] w2 Lehman
Brothers7} 3}4+s}7] 74A] Benanke &3 Geithner A= & & Paulson
AFZB7t A= Lehmane] tgh 58 7257132 SECEh= Aol izl oy
H FYg A2 UESTHY).
I3y SECY Cox &L SEC’F Lehmand ¥ 7ZEAtg+= X3 9
o]3l7] olHU= YAS HYth SECE Lehmand HZA-Hd FE A3 AF

T =PSB Lehman A dig =S AAAL JAD AL oz
= FFo|t05), o 2 Lehmang 791060 2007] #A}3A} 5 SECe] #A&ES #H

102) “Finally, we have learned that for regulators to make accrate predictions requires a
comprehensive picture of capital flows, liquidity and risks throughout the system. But
coordination among regulators, which is so important, is enormously difficult in the current
Balkanized regulatory system” Cox Before the Committee on Oversight and Government
Reform U.S. House of Representatives, October 23, 2008. p.6..

103) Statement by Anton R. Valukas before the Committee on Financial Services United States
Hose of representatives, April 20, 2010, p.6.

104) Valukas Report, Vol. 5 Section 1II.

105) "But former SEC Chairman Cox took equal pains to say, during our interview with him on
January 8, 2010, that the SEC’s statutory jurisdiction was limited to Lehman’s broker—dealer
subsidiary and that it was not the regulator of Lehman itself.” Statement by Anton Valukas
before Committee on Financial services, April 20, 2010, p.6.

106) "The holding company in case of Lehman Brothers, for example, consisted of over 200
significant subsidiaries. The SEC was not the statutory regulator for 193 of them.”, Cox
Before the Committee on Oversight and Government Reform U.S. House of Representatives,
October 23, 2008.
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Valukas= Lehmandl w3} SEC7} HASAY AH2 Joy FAZHL
ANAZRAE 87 AL glive AS Fxste SEC7T 8 A=A=2A 9T
= olFsA Xtk Aol oY A Z e st Cox= SEC7F =4
A2 PASEA E3F Aol ol CSE Z2agozE A 32 AlA
E 7% F Y Yg= FAo|Y. g Bear Stearns® A -$ol% SEC= &
NBozZH FAHA AHZAE 73R 2L Ao 2 LEFT108)

¢HH FRB NY+ Lehman BrothersE #=5A-e}7|BHth A2 o) F-2pe]
Z("as a potential lender, not as a regulator")ollX] 7FA| g 2™, Geithner &
A= FRB NY7} Lehmang A2 ZAS A4 GadS nd & e
AFS 7HAL JA Fvhe 4GS BT,

g8 Valukas HarAe] m=EW, 97 WM E Lehmans Z=3t=T
SECS} FRB NY 3] SHAIE 7FAL AAE A2 e, o] R <

713 e AR FH7E ety AAHE o Fe dHAd SAIVE
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"the SEC has a lawyer, enforcement mentally rather than a banker,
regulator point of view. The SEC is competent to enforce rules, but it

may lack the experience and skill sets possessed by bank regulators to

107) "Lehman officers emphasized to us that they freely and fully provided information to various
government agencies. I found no evidence to suggest that Lehman withheld any information
requested by any agency. But it is my conclusion that the government simply acquiesced to
the information it was given, it took no regulatory action, it did not ask hard questions”,
Valukas Report, Vol. 5 Section III.

108) 2008 49 Iowa A¥9¥ Grassley:= SEC 7HAF=(SEC/OIG)ol Bear Sterne =]z 34 ol A
SEC7} o'l oes =% BuAE Q7). o] B SECE Bear Stearns”} ¥t} zb
J} A ldrz Hed FHAGSTAS Bt vk AMES 3ot gl o Bear Stearnsoll T
AAA ANBx2AE 879 v gle AoR Yeth o] 4] tete] SECY A2 Al ZAF
E AAg Zé_ﬂr ¢ SEC7} CSE Tzl tid SASAEel diste] A} s tAlskA] st
A oES #®AEA, FESAE gk SEC AHEGFAIZE AUA A wkoren A AgSS
A A3}, Valukas Report j Vol5, p.1490.

109) "FRBNY had "no knowledge, reach or capacity to affect (lehman'’s) behavior”. Statement by
Anton Valukas before Committee on Financial services, April 20, 2010, p.6.

110) Valukas Reporty , Vol. 5 Section II
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evaluate financial risks of particular loans and other investments".

"The agency with the skill sets to regulate a financial institution like
Lehman -the Fed- did not have the authority; and the agency with the
authority - the SEC- may not have had the skills. And the two agencies
were unable to smooth out the gaps because they failed to have full and

open sharing of information".

(2) SECS} FRB NYS| #7

Paulson & @3 Bernanke &9 402 2008 7¢ SEC® FRB NY %+
°] MOU~7} iﬂ?—;‘ﬂ Ith 28y MOUZE 2ad o % oﬂ FRB NY+ SECZ
FE Lehman®| &5/ 28 tist Ruxe} JHE FEAHOZ T F{3
Ao 2 b, Bk olygl SECY = o= EH?‘S]'O% Geithner &7
2} Benanke &]7ZHEEWHI12) o}y g} Paulson A#7FA] EWHS 3E A THI),

Valukas©= BXE FF9 A FA19 Al wiste] CEOE %9 A7t
otyel AYE 7Y FAE AAIPH). HEAZE tfFEQ] SECY A&
3}9} elite banker 35 717 FRB NY zte] ZZAE3}e] zpol7t T3 ¢
o2 sfAHTh

_4

(3) Treasury ¢} FRBS| #7

Okx] Aty E u}e} o] Bear Stearns A2 E Geithner &7}, Lehman
A= FZ Paulson®], AIG T4+ Geithner A7}, TRAPL Paulson®]
FEYT ZF ARl mef ¥ 92 d5poy o= 9% Paulson %
#3} Benanke 9%, Geithner A= F83] FYsta A= HU3 L3t
Ro 7 et Wall Streete] 9+ New York¥ Main Street®] 3+

111) Valukas Report, Vol. 5 Section III.

112) "from Chairman Bernanke and Secretary Geithner down to their staffs, indicated to us that
they had some question with the competence of the SEC personnel who were supposedly
regulating Lehman”, .Valukas Report, Vol. 5 Section III.

113) "Chis Cox was open and cooperative, but some SEC staff were understandably uneasy that
their agency could be overshadowed by the Fed on the regulation of securities firms.“ On
the Brink; , p.135.

114) “The failure to share was not a top down decision. ... The Failure was at a staff level, but it
was a genuine failure”, Statement by Anton Valukas before Committee on Financial services,
April 20, 2010, p.13.
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115) T had a lot of confidence in the New York Fed, because it had been proactive and creative
in dealing with Bear and consistently tried to get ahead of the curve.”. TOn the Brinky ,
p.135.

116) “News In Depth: Paulson, Bernanke Strained for Consensus in Bailout”, Nov. 10, 2008, WS].
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117) "While hindsight suggests that the federal government should have taken some action to

prop up Lehman -given the assistance it was prepared to offer the rest of the industry once
it began to face calamity -it is also true that the federal government did lack an established
system for winding down an investment bank that was threatened with failure. Paulson,
Geithner, and Bernanke were forced to resort to what MIT professor Simon Johnson has
called "policy by deal.”
But deals, unlike rules, have to be improved -and the hastier ones tend by their
very nature to be imperfect. The Deals hatched in sleepless sessions at the Ferderal
Reserve Bank of New York or at Treasury were no different. They were products
of their moment.”, "Too big to Faily , p.536.

118) “Washington was totally unprepared for these secondary effects, as policy makers had
seemingly neglected to consider the international impacts of their actions - an oversight that
offers a strong argument for more effective global coordination of financial regulations”, "Too
big to Faily , p.536.
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