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EESA Update: Treasury Shows More on TARP  
BY KEVIN L. PETRASIC 

In a speech to the Institute of International 
Bankers this morning in Washington, D.C., the 
newly appointed Interim Assistant Secretary for 
Financial Stability, Neel Kashkari, provided 
further insights into the Treasury Department’s 
efforts to implement the Troubled Asset Relief 
Program (“TARP”) established by the 
Emergency Economic Stabilization Act of 2008 
(“EESA”). Signaling the breadth with which 
Treasury is applying the tools provided by 
EESA, Kashkari noted that “[t]he law gives the 
Treasury Secretary broad and flexible authority 
to purchase and insure mortgage assets, and to 
purchase any other financial instrument that 
the Secretary, in consultation with the Federal 
Reserve Chairman, deems necessary to stabilize 
our financial markets -- including equity 
securities.” On this latter point, Kashkari 
stressed the importance of flexibility to address 
the unpredictability of events in the current 
credit crisis. 

Kashkari focused his remarks almost entirely on 
TARP implementation. Of note, Treasury has 
established seven policy teams to implement 
TARP. The areas are: 

• Mortgage-Backed Securities Purchase 
Program – To identify troubled assets to 
purchase, from whom to buy them, and best 
purchase/auction mechanism; 

• Whole Loan Purchase Program – To work with 
bank regulators to identify types of loans to 

purchase first, how to value them, and best 
purchase mechanism; 

• Insurance Program – To insure troubled 
assets, including mortgage-backed securities 
and whole loans. [N.B.- Kashkari also noted 
that, on Friday, October 10, Treasury submitted 
to the Federal Register a Request for Comment 
on best ideas for structuring options to insure 
troubled assets. That notice, which will have a 
14 day comment period, should be published 
soon.] 

• Equity Purchase Program – To purchase 
equity in a broad array of institutions.  The 
program will be voluntary, designed to 
encourage participation from healthy 
institutions, and encourage firms to raise 
private capital to complement public capital.  

• Homeownership Preservation – To keep 
homeowners in their homes in conjunction with 
Government purchases of mortgages and 
mortgage-backed securities. 

• Executive Compensation – To define executive 
compensation requirements for institutions 
participating in (1) an auction purchases of 
troubled assets; (2) equity or direct purchase 
programs; and (3) an intervention to prevent 
an impending failure of a systemically 
significant institution.  

• Compliance – To work on oversight and 
compliance issues, including an Oversight 
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Board, GAO on-site participation, and creation 
of a Special Inspector General. 

Treasury also announced the appointment of 
several key interim leaders of the TARP.  These 
individuals are (background information for 
each is highlighted in the attached): 

• Tom Bloom – To serve as interim Chief 
Financial Officer.   

• Jonathan Fiechter – To serve as interim Chief 
Risk Officer.   

• Donna Gambrell – To serve as interim Chief of 
Homeownership Preservation.   

• Don Hammond – To serve as interim Chief 
Compliance Officer.   

• Reuben Jeffrey – To serve as interim Chief 
Investment Officer.   

Kashkari also discussed several important 
contracting issues with the TARP, including 
procurement procedures, Treasury’s conflicts of 
interest policy, and selection procedures for 
asset managers. The conflicts policy discussion 
was especially interesting, with Kashkari noting 
that “firms with the relevant financial expertise 
may also hold assets that become eligible for 

sale into the TARP.” This is likely to be an area 
of intense Congressional scrutiny going forward. 

Discussing Treasury’s first round of TARP 
solicitations, Kashkari noted that there was 
great interest among firms for the securities 
asset manager (over 100 submissions) and 
whole loan asset manager (also over 100 
submissions) positions. He said that Treasury 
will be making selections on these positions 
within the next several days. Kashkari also 
indicated that Treasury will be announcing a 
selection within the next day for the TARP 
master custodian position. 

On the topic of TARP oversight, Kashkari said 
that the Financial Stability Oversight Board 
(including the Treasury Secretary, FRB 
Chairman, SEC Chairman, HUD Secretary, and 
Director of the Federal Housing Finance Agency) 
required by EESA was established and selected 
FRB Chairman Bernanke to be its Chairman.  In 
addition, Treasury is working to nominate the 
new TARP Special Inspector General and to 
provide space and facilities within Treasury to 
the GAO for its oversight of the program. Link 
to remarks of Interim Assistant Secretary for 
Financial Stability, Neel Kashkari: 

http://www.treas.gov/press/releases/hp1199.html 
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If you have any questions concerning these developing issues, please do not hesitate to contact any of 
the following Paul Hastings lawyers: 

Atlanta 
John L. Douglas 
404-815-2214 
johndouglas@paulhastings.com 

Washington, D.C. 
V. Gerard Comizio 
202-551-1272 
vgerardcomizio@paulhastings.com 
 
Lawrence D. Kaplan 
202-551-1829 
lawrencekaplan@paulhastings.com  

Kevin L. Petrasic 
202-551-1896 
kevinpetrasic@paulhastings.com 
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