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Troubled Assets

(A) residential or commercial mortgages and any securities,
obligations or other instruments that are based on or
related to such mortgages . . . originated or issued on or
before March 14, 2008 . . . ; and

(B) any other financial instrument that the Secretary, after
consultation with the Chairman of the Board of
Governors determines the purchase of which is
necessary to promote financial market stability, but only
upon transmittal of such determination, in writing, to the
appropriate committees of Congress

Sec. 3(9) of the Emergency Economic Stabilization Act of 2008, Pub. L. 110-343,122
Stat. 3765 (Oct. 3, 2008).
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Troubled Asset Relief Program

Sections 1-3, 101-136 of the Emergency Economic Stabilization Act of 2008, Pub. L. 110-343,122 Stat. 3765 (Oct. 3, 2008).
“The broad authorities in this legislation, when combined with existing regulatory authorities and resources, gives us the ability to protect and recapitalize our financial system as we work through the stresses in our credit markets.” – Secretary Henry M. Paulson, Jr., October 3, 2008.
“As the situation worsened, the facts change. The thing I'm grateful for is we were prescient enough, Congress was, that we got a wide array of authorities and tools under this legislation. And I will never apologize for changing an approach or strategy when the facts change.” – Secretary Henry M. Paulson, Jr., November 12, 2008.
I.
Parts of the Troubled Asset Relief Program (TARP)


A. 
The Parties


1.
The players – decision makers, property and asset managers, agencies
· Office of Financial Stability
· Federal Reserve Board of Governors
· Federal Deposit Insurance Corporation
· Comptroller of the Currency
· Director of the Office of Thrift Supervision
· Secretary of Housing and Urban Development
· Securities and Exchange Commission


2.
Beneficiaries
· Financial institutions (sec. 3)
· Homeowners and renters
· Pension owners, workers, public instrumentalities


3.
Oversight
· Financial Stability Oversight Board (sec. 104)
· Appropriate committees of Congress (sec. 3)
· Congressional Oversight Panel (sec. 125)
· Comptroller General (sec. 116)
· Special Inspector General for the TARP (sec. 121)
B.
The Troubled Assets (sec. 3)
1.
Residential or commercial mortgages or related securities, obligations, or other instruments in existence before March 14, 2008 
2.
Any other instrument 
C.
The Program

1.
What it authorizes

· purchase of troubled assets (sec. 101, 115)
· through an auction or other market device (sec. 113(b))
· directly from the institution (sec. 113(c))
· insurance of troubled assets (sec. 102)
· sale, exercise, or surrender of assets (sec. 106(c), 113(d)(B))
· private sector participation (sec. 113(a)(3))
· assistance to homeowners (sec. 109-110)
· increase in FDIC deposit insurance (sec. 136)


2.
What it requires
· executive compensation rules (sec. 111)
· warrants to receive stock, equity stake (sec. 113(d))
· reports (sec. 102, 104(g), 105, 110(b)(5), 116(a)(3), 117, 121(f), 125(b)(2), 129, 133, 134) 
II.
Other Important Consequences

A.
Forces Discussion on Regulatory Reform and Certain Accounting Standards (sec. 105(c), 

117, 125(b)(2), 133)

B.
Accelerates Payment of Interest on Reserves (sec. 128)

C.
Encourages Purchase of Troubled Entities  
