[Identical letter to Lott, Hastert, Daschle, Gephardt]
Dear
The Administration strongly supports passage of S. 900, the Gramm-Leach-Bliley Act of
1999. This legislation will modernize our financial services laws to better enable American
companies to compete in the new economy.
The bill makes the most important legislative changes to the structure of the U. S. financial
system since the 1930s. By allowing a single organization to offer any type of financial
product, the bill will stimulate competition, thereby increasing choice and reducing costs for
consumers, communities and businesses. Americans spent over $350 billion per year on fees
and commissions for brokerage, insurance, and banking services. If increased competition
yielded savings to consumers of even 5 percent, they would save over $18 billion per year.
Removal of barriers to competition will also enhance the stability of our fmancial services
system. Financial services firms will be able to diversify their product offerings and thus their
sources of revenue. They also will be better able to compete in global financial markets.
The President has strongly supported the elimination of barriers to financial services
competition. He has made clear, however, that any financial modernization bill must also
preserve the vitality of the Community Reinvestment Act, enhance consumer protection in the
privacy and other areas, allow financial services firms to choose the corporate structure that
best serves their customers, and continue the traditional separation of banking and commerce.
As approved by the Conference Committee, S. 900 accomplishes each of these goals.
With respect to CRA, S. 900 establishes an important, prospective principle: banking
organizations seeking to take advantage of new, non-banking authority must demonstrate a
satisfactory record of meeting the credit needs of all the communities they serve, including low
and moderate income communities. Thus, S. 900 for the first time prohibits a bank or holding
company from expanding into newly authorized businesses such as securities and insurance
underwriting unless all of its insured depository institutions have a satisfactory or better CRA
rating. Furthermore, CRA will continue to apply to all banks, and existing procedures for
public comment on, and CRA review of, any application to acquire or merge with a bank will
be preserved. The bill offers further support for community development in the form of a new
program to ,provide technical help to low- and moderate-income micro-entrepreneurs.
The bill includes other measures affecting CRA that have been narrowed significantly from
their earlier Senate form. The bill includes a limited extension of the CRA examination cycle
for small banks with outstanding or satisfactory CRA records, but expressly preserves the
ability of regulators to examine a bank any time for reasonable cause, and does not affect
regulators ability to inquire in connection with an application. Finally, the bill includes a
requirement for disclosure and reporting of CRA agreements. We believe that the legislation
and its legislative history have been constructed to prevent undue burdens from being imposed
on banks and those working to stimulate investment in underserved communities.

In May, the President stressed the importance of adopting strong and enforceable privacy
protections for consumers' financial information. S. 900 provides protections for consumers
that extend far beyond existing law. For the first time, consumers will have an absolute right
to know if their financial institution intends to share or sell their personal financial data, and
will have the right to block sharing or sale outside the financial institution's corporate family.
Of equal importance, these restrictions have teeth. S. 900 gives regulatory agencies full
authority to enforce privacy protections, as well as new rulemaking authority under the
existing Fair Credit Reporting Act. The bill also expressly preserves the ability of states to
provide stronger privacy protections. In addition, it establishes new safeguards to prevent
pretext calling, by which unscrupulous operators seek to discover the financial assets of
consumers. Although the Administration will continue to press for even greater financial
privacy protections, the bills' progress in this crucial area merits strong support.
We are pleased that the bill promotes innovation and competition in the financial sector, by
allowing banks to choose whether to conduct most new non-banking activities, including
securities underwriting and dealing, in either a financial subsidiary or an affiliate of a bank.
The bill also promotes the safety and soundness of the financial system by enhancing the
traditional separation of banking and commerce. The bill strictly limits the ability of thrift
institutions to affiliate with commercial companies, closing a gap in existing law. The bill also
includes restrictions on control of commercial companies through merchant banking.
Although the Administration strongly supports S. 900, there are provisions of the bill that
concern us. The bill's redomestication provisions could allow mutual insurance companies to
avoid state law protecting policyholders, enriching insiders at the expense of consumers. The
Administration intends to monitor any redomestications and state law changes closely, and
return to the Congress if necessary. The bill's Federal Home Loan Bank provisions fail to
focus the System more on lending to community banks and less on arbitrage activities shortterm lending that do not advance its public purpose.
The Administration strongly supports S. 900, and urges its adoption by the Congress.
Sincerely,

Lawrence H. Summers
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