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PERSONAL EXPLANATION

HON. GEORGE R. NETHERCUTT, JR.
OF WASHINGTON

IN THE HOUSE OF REPRESENTATIVES

Monday, April 29, 2002

Mr. NETHERCUTT. Mr. Speaker, I was
present on the floor during passage of H.R.
3231 (Roll no. 116) and intended to vote in
favor of the bill. The record, however, does
not reflect that I cast a vote. Apparently my
vote was not electronically recorded; therefore,
I wish the record to note that I fully support
the bill.

f

PERSONAL EXPLANATION

HON. JIM KOLBE
OF ARIZONA

IN THE HOUSE OF REPRESENTATIVES

Monday, April 29, 2002

Mr. KOLBE. Mr. Speaker, on April 24, 2002,
I was on the House Floor but inadvertently
failed to vote during passage of H.R. 3763,
the Corporate and Auditing Accountability and
Responsibility Act. Had I voted, I would have
voted ‘‘yea’’ on this vote (#110).

f

CORPORATE AND AUDITING AC-
COUNTABILITY, RESPONSI-
BILITY, AND TRANSPARENCY
ACT OF 2002

SPEECH OF

HON. MICHAEL G. OXLEY
OF OHIO

IN THE HOUSE OF REPRESENTATIVES

Wednesday, April 24, 2002

The House in Committee of the Whole
House on the State of the Union had under
consideration the bill (H.R. 3763) to protect
investors by improving the accuracy and re-
liability of corporate disclosures made pur-
suant to the securities laws, and for other
purposes:

Mr. OXLEY. Mr. Chairman, I want to take
this opportunity to clarify several matters on
this legislation. First, I want to discuss a spe-
cific provision of the legislation. H.R. 3763 pro-
vides enhancements necessary to support the
Securities and Exchange Commission in its
role to protect investors of public companies,
including the unique relationships of auditors
to the absentee shareholder. It is not intended
to extend to auditors of privately-held compa-
nies or other, smaller regulated entities. These
entities are uniquely different from global pub-
lic companies in many ways. For example,
many of these smaller companies do not have
large executive staffs. Instead, they rely on
their CPA/auditor to provide objective, trusted
advice and counsel on a broad range of tax
and business issues. Extending the reach of
these restrictions to such firms could create
unintended harmful consequences to an im-
portant segment of the U.S. economy.

It is for this reason that the bill contains sec-
tion 2(j), clarifying the application of the bill.
This section is intended to ensure that public
regulatory organizations are properly focused
on the auditors of public companies with re-
spect to their audits of such companies. It is
not meant to apply to the thousands of Amer-

ican accountants that continue to provide
trusted advice to their small business clients.

Second, Mr. Chairman, I want to take this
opportunity to correct a specific error that ap-
peared in the Committee’s report on the legis-
lation. On page 31 of the Committee Report
(H. Rept. 107–414), the sponsor of amend-
ment No. 1b(5) is incorrectly identified as Ms.
HOOLEY of Indiana. The correct sponsor
should be Ms. HOOLEY of Oregon. I regret any
confusion caused by this error and apologize
to the gentlelady from Oregon (Ms. HOOLEY).

Finally, Mr. Chairman, I am including for the
RECORD the cost estimate prepared by the
Congressional Budget Office on H.R. 3763. It
was not available at the time the Committee’s
report was filed on the bill, and I am including
it here to ensure a complete legislative history
for the bill.

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,

Washington, DC, April 26, 2002.
Hon. MICHAEL G. OXLEY,
Chairman, Committee on Financial Services,

House of Representatives, Washington, DC.
DEAR MR. CHAIRMAN: The Congressional

Budget Office has prepared the enclosed cost
estimate for H.R. 3763, the Corporate and Au-
diting Accountability, Responsibility, and
Transparency Act of 2002.

If you wish further details on this esti-
mate, we will be pleased to provide them.
The CBO staff contacts are Ken Johnson (for
federal costs), Paige Piper/Bach (for the pri-
vate-sector impact), and Susan Sieg Tomp-
kins (for the state and local impact).

Sincerely,
BARRY B. ANDERSON

(For Dan L. Crippen, Director).
Enclosure.

CONGRESSIONAL BUDGET OFFICE COST
ESTIMATE, APRIL 26, 2002

[H.R. 3763: Corporate and Auditing Account-
ability, Responsibility, and Transparency
Act of 2002, as passed by the House of Rep-
resentatives on April 24, 2002]

SUMMARY

H.R. 3763 would establish a new board to
oversee the accounting industry and would
give the Securities and Exchange Commis-
sion (SEC) the authority to review the
board’s decisions. This new board would be
known as the Public Regulatory Organiza-
tion (PRO). Also, the act would require the
SEC to review the financial statements of
public companies no less than once every
three years. H.R. 3763 would mandate that
the agency receive and publicize certain fil-
ings related to insider trading in electronic
format. The SEC and the General Account-
ing Office (GAO) also would be required to
complete a number of studies and
rulemakings within several months of enact-
ment.

In addition, H.R. 3736 would allow the SEC
to assess new civil penalties for violations of
the act’s provisions. The act also would re-
quire that any civil penalities collected by
the SEC from Enron Corporation, or from
Arthur Andersen L.L.C. concerning its au-
dits of Enron, be paid directly to former
Enron employees and others designated by
the agency.

Based on information from the SEC, CBO
estimates that implementing H.R. 3763 would
cost about $150 million over the 2002–2007 pe-
riod, assuming the appropriation of the nec-
essary amounts. Under current law, the
SEC’s discretionary costs are offset by fees
the agency collects from securities markets.
Enactment of H.R. 3763 would not change the
amount of fees expected to be collected in
the future. CBO also estimates that H.R. 3763
would increase revenues and direct spending.

Therefore, pay-as-you-go procedures would
apply. We estimate that the net change in
such effects would be insignificant each
year.

H.R. 3763 contains no intergovernmental
mandates as defined in the Unfunded Man-
dates Reform Act (UMRA) and would not af-
fect the budgets of state, local, or tribal gov-
ernments.

H.R. 3763 would impose several private-sec-
tor mandates, as defined by UMRA, on cer-
tain accountants, companies that issue reg-
istered securities, officers and directors of
those companies, and certain owners of the
securities. CBO cannot determine whether
the total direct cost of those mandates
would exceed the annual threshold estab-
lished by UMRA for private-sector mandates
($115 million in 2002, adjusted annually for
inflation), as we do not have sufficient infor-
mation to estimate the cost of prohibiting
insider trading during blackout periods when
investment activity is restricted.
ESTIMATED COST TO THE FEDERAL GOVERNMENT

The estimated budgetary impact of H.R.
3763 is shown in the following table. The
costs of this legislation would fall within
budget function 370 (commerce and housing
credit).

By fiscal year, in millions of
dollars

2003 2004 2005 2006 2007

CHANGES IN SPENDING SUBJECT TO APPROPRIATION 1

Estimated Authorization Level 2 ................ 36 31 31 31 31
Estimated Outlays 2 ................................... 28 31 30 30 30

1 H.R. 3763 also would have negligible net effects on revenues and direct
spending.

2 Subject to appropriation acts, the gross spending of the SEC is offset by
fees the agency collects from securities markets. CBO estimates that the
SEC collections will average about $1.6 billion a year over the next five
years.

BASIS OF ESTIMATE

For the purposes of this estimate, CBO as-
sumes that H.R. 3763 will be enacted by the
end of 2002. Assuming appropriation of the
necessary funds, CBO estimates that imple-
menting H.R. 3763 would cost $150 million
during the 2003–2007 period. The SEC’s gross
spending is offset by fees the agency collects
from securities markets on transactions reg-
istrations, and mergers of securities. The act
also would affect both revenues and direct
spending, but the net impact would be neg-
ligible for each year.

Spending Subject to Appropriation
H.R. 3763 would require the SEC to review

financial statements from every public com-
pany at least once every three years. Cur-
rently, the SEC employs about 300 people
who review about 14,000 annual financial
statements submitted by publicly traded
companies at a rate of once every five to
seven years. Based on information from the
SEC, CBO expects that shortening the time
between reviews to three years would require
doubling the workforce that conducts such
reviews. At current pay rates, CBO estimates
that salaries and expenses for the new per-
sonnel would cost about $30 million a year,
assuming appropriation of the necessary
funds.

In addition, implementing two provisions
of H.R. 3763 would require the SEC to up-
grade its computer systems. First, the act
would require the agency to establish a new
rating system to review the financial state-
ments of riskier companies more frequently.
Also, the agency would have to receive and
publicize electronically certain filings re-
lated to insider trading. Based on informa-
tion from the agency, CBO expects that the
computer upgrades needed to fulfill these re-
quirements would cost about $1 million in
2003 and less than $500,000 every year there-
after, subject to the availability of appro-
priated funds.
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H.R. 3763 also would require the SEC to re-

view any sanctions or rulemakings proposed
by the PRO. Based on information from the
SEC, CBO expects that the agency would
need to hire additional workers to oversee
the PRO. Assuming that these new personnel
would be compensated at current pay rates,
CBO estimates that implementing these pro-
visions would cost less than $1 million a
year, subject to the availability of appro-
priated funds.

H.R. 3763 would require SEC and GAO to
complete a number of studies and
rulemakings within several months of the
act’s enactment. Based on information from
the CBO estimates that implementing these
provisions would cost $4 million over the
2002–2004 period, assuming the appropriation
of the necessary amounts.

Revenues and Direct Spending

H.R. 3763 would establish new civil pen-
alties for people who mislead auditors in a
way that distorts financial statements, offi-
cers who trade their companies’ stock during
periods when employees are not allowed to
trade that sock, and other persons who vio-
late the act’s provisions. Such civil penalties
are recorded in the budget as governmental
receipts (revenues). Based on information
from the SEC, CBO estimates that these pro-
visions would increase revenues by less than
$500,000 a year.

Under the act, any civil penalties collected
by the SEC under current law from Enron
Corporation, or from Arthur Andersen L.L.C.
related to its Enron audits, would be paid di-
rectly to Enron employees and others. Be-
cause of the low probability that the SEC
would both assess and be able to collect civil
penalties from these two companies, we ex-
pect that any change in direct spending that
would result from this provision would be
negligible.

Under the act, all financial statements re-
quired to be filed with the SEC under the se-
curities laws would have to be certified by an
accountant that was deemed qualified to do
so by the PRO. CBO expects this provision
would give the SEC, acting through the PRO,
substantial authority to regulate and con-
trol entry into the accounting industry. In
addition, the SEC could control the appoint-
ment of officers to the PRO board, would ap-
prove its annual budget, and could grant the
PRO board members the authority to sub-
poena witnesses. Because the PRO would
have regulatory power over the accounting
industry, thus exercising the sovereign
power of the federal government, CBO would
consider it a governmental entity. As a re-
sult, we believe that its collections and
spending should be included in the federal
budget.

H.R. 3763 would require that the board by
self-funded, although the act does not specify
the nature or the intended payers of any fees
or charges it might assess. Based on informa-
tion from the SEC, we expect the PRO would
cost at least a few million dollars a year to
operate. Without such details, we cannot de-
termine whether these fees should be classi-
fied in the budget as governmental receipts
or offsetting receipts. CBO estimates, how-
ever, that the net effect of the board’s collec-

tions and spending under H.R. 3763 would not
be significant in any year.

PAY-AS-YOU-GO CONSIDERATIONS

The Balanced Budget and Emergency Def-
icit Control Act sets up pay-as-you-go proce-
dures for legislation affecting direct spend-
ing or receipts. CBO estimates that H.R.
3763’s net pay-as-you-go effects would be in-
significant for each year.

ESTIMATED IMPACT ON STATE, LOCAL, AND

TRIBAL GOVERNMENTS

H.R. 376 contains no intergovernmental
mandates as defined in UMRA and would not
affect the budgets of state, local, or tribal
governments.

ESTIMATED IMPACT ON THE PRIVATE SECTOR

H.R. 3763 would impose several private-sec-
tor mandates, as defined by UMRA, on cer-
tain accountants, companies that issued reg-
istered securities, officers and directors of
those companies, and certain owners of the
securities. CBO cannot determine whether
the total direct cost of those mandates
would exceed the annual threshold estab-
lished by UMRA for private-sector mandates
($115 million in 2002, adjusted annually for
inflation), as we do not have sufficient infor-
mation to estimate the cost of prohibiting
insider trading during the blackout periods
when investment activity is restricted.

Under the bill, independent public or cer-
tified accountants would be: Subject to a
system of review by a public regulatory or-
ganization to be established under the act;
prohibited from offering both audit and cer-
tain nonaudit consulting services (financial
information system design or implementa-
tion services or internal audit services); and
required to prepare final audit work papers
and maintain them and other information
related to certified financial statements for
at least seven years.

According to the American Institute of
Certified Public Accountants and other in-
dustry representatives, the industry cur-
rently: Sponsors a private entity that re-
views independent accountants; has volun-
tarily stopped offering both audit and such
nonaudit consulting services; and retains fi-
nancial statement working papers and
records for seven years.

Therefore, CBO estimates that the direct
cost to comply with those new mandates
would be small, if any.

H.R. 3763 would require that the public reg-
ulatory organization be self-funded. Based on
information from the SEC, the annual cost
of operating the public regulatory organiza-
tion would be at least a few million dollars.
Although the act does not specify the nature
of the intended payers of any fees or charges
to fund the organization, it is likely that
such fees would be levied on the accounting
industry and other private entities involved
in investment activities. Currently, the ac-
counting industry is self-regulated and vol-
untarily provides the funding.

Accelerated Financial Information Disclosure

Under sections 4 and 6 of the act, the SEC
would prescribe rules that would require
companies that issue securities to file and
make public certain financial information on

a rapid and essentially contemporaneous
basis and to provide additional financial in-
formation in periodic financial reports to the
SEC. The cost of providing real-time disclo-
sure of financial information and additional
financial reporting would depend on rules to
be prescribed by the SEC. Since the regula-
tions have not been established, CBO cannot
estimate the cost to comply with those man-
dates.

Section 4 would require officers and direc-
tors of companies that issue securities and
certain owners of such securities to disclose
electronically to the SEC any insider trading
before the end to the next business day. Ac-
cording to the SEC, insider trading disclo-
sure is currently required to be reported to
the SEC by the tenth day of the month fol-
lowing the month in which the trade oc-
curred. Under the act, the SEC is required to
facilitate electronic filing and disclosure
through revising forms needed for reporting.
Thus, CBO estimates that the cost of pro-
viding such information on an expedited
basis would be small.

Section 4 also would require a company
that issues securities to provide on their cor-
porate Web site insider trading information
before the end of next business day after the
day the disclosure is received by the SEC.
According to the SEC, an average of 15 to 20
insider trades per company each year would
need to be posted on the company’s Web site.
With the requirement that the SEC facilitate
electronic filing and disclosure, CBO, there-
fore, estimates that the cost of posting in-
sider trading information on a company’s
Web site would be small.

Periodic Restrictions on Insider Trading

Section 5 would prohibit certain owners
and officers of a company from selling equity
securities issued by that company during a
period (called ‘‘blackout’’ periods) when par-
ticipants in the retirement plan are re-
stricted in their ability to direct invest-
ments. Such periods may occur for adminis-
trative reasons, for example, when a plan
changes recordkeepers. This restriction
would increase the financial exposure of af-
fected owners and officers and, thus, could
impose a cost of them. CBO does not have
sufficient information to estimate the
amount of that cost.

Code of Ethics Disclosures

Section 8 would require the SEC to pre-
scribe rules that would require companies
that issue securities to immediately disclose
electronically any changes in, or waiver of,
their code of ethics to the SEC. Based on in-
formation from the SEC, a change in a com-
pany’s code of ethics occurs very infre-
quently; therefore, CBO estimates the direct
cost to comply with this requirement would
be minimal.

Estimate prepared by: Federal Costs: Ken
Johnson; Impact on the Private Sector:
Paige Piper/Bach; and Impact on State,
Local, and Tribal Governments: Susan Sieg
Tompkins.

Estimate approved by: Peter H. Fontaine,
Deputy Assistant Director for Budget Anal-
ysis.
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SENATE COMMITTEE MEETINGS
Title IV of Senate Resolution 4,

agreed to by the Senate on February 4,
1977, calls for establishment of a sys-
tem for a computerized schedule of all
meetings and hearings of Senate com-
mittees, subcommittees, joint commit-
tees, and committees of conference.
This title requires all such committees
to notify the Office of the Senate Daily
Digest—designated by the Rules com-
mittee—of the time, place, and purpose
of the meetings, when scheduled, and
any cancellations or changes in the
meetings as they occur.

As an additional procedure along
with the computerization of this infor-
mation, the Office of the Senate Daily
Digest will prepare this information for
printing in the Extensions of Remarks
section of the CONGRESSIONAL RECORD
on Monday and Wednesday of each
week.

Meetings scheduled for Tuesday,
April 30, 2002 may be found in the Daily
Digest of today’s RECORD.

MEETINGS SCHEDULED

MAY 1
9:30 a.m.

Banking, Housing, and Urban Affairs
To hold oversight hearings to examine

the Treasury Department’s report to
Congress on International Economic
and Exchange Rate Policy.

SD–538
Appropriations
VA, HUD, and Independent Agencies Sub-

committee
To hold hearings on proposed budget es-

timates for fiscal year 2003 for the Na-
tional Aeronautics and Space Adminis-
tration.

SD–138
Commerce, Science, and Transportation

To hold hearings on the President’s pro-
posed budget request for fiscal year
2003 for the National Oceanic & Atmos-
pheric Administration.

SR–253
Health, Education, Labor, and Pensions

Business meeting to consider the nomi-
nation of Elias Zerhouni, to be Direc-
tor of the National Institutes of
Health, Department of Health and
Human Services (pending receipt by
the Senate).

SD–430
10 a.m.

Appropriations
Defense Subcommittee

To hold hearings on proposed budget es-
timates for fiscal year 2003 for the
United States Navy.

SD–192
10:15 a.m.

Foreign Relations
To hold hearings to examine the future

of the North Atlantic Treaty Organiza-
tion.

SD–419
10:30 a.m.

Appropriations
Legislative Branch Subcommittee

To hold hearings on proposed budget es-
timates for fiscal year 2003 for the Of-
fice of the Senate Sergeant at Arms
and U.S. Capitol Police.

SD–124
2:30 p.m.

Banking, Housing, and Urban Affairs
Housing and Transportation Subcommittee

To hold oversight hearings to examine
proposed legislation authorizing funds

for the Temporary Assistance for
Needy Families and Federal Housing
Policy.

SD–538
Intelligence

To hold closed hearings on pending intel-
ligence matters.

SH–219

MAY 2

9:30 a.m.
Veterans’ Affairs

To hold hearings to examine pending leg-
islation.

SR–418
Governmental Affairs
Investigations Subcommittee

To resume hearings to examine how gas-
oline prices are set and why they have
become so volatile.

SD–342
10 a.m.

Banking, Housing, and Urban Affairs
To hold oversight hearings to examine

bringing more Americans into the fi-
nancial mainstream.

SD–538
Appropriations

To resume hearings to examine home-
land security funding issues and pro-
posed legislation making supplemental
appropriations for the fiscal year end-
ing September 30, 2002.

SD–192
Health, Education, Labor, and Pensions
Public Health Subcommittee

To hold hearings to examine certain pro-
visions of the Hatch-Waxman Act, as-
suring greater access to affordable
pharmaceuticals.

SSHR07
10:15 a.m.

Foreign Relations
International Operations and Terrorism

Subcommittee
To hold hearings to examine the protec-

tion of U. S. citizens from terrorism
abroad.

SD–419
2:30 p.m.

Judiciary
To hold hearings to examine restruc-

turing issues within the Immigration
and Naturalization Service, Depart-
ment of Justice.

SD–226

MAY 3

10 a.m.
Governmental Affairs
International Security, Proliferation and

Federal Services Subcommittee
To hold hearings to examine trans-

formation plans of the United States
Postal Service.

SD–342

MAY 7

9:30 a.m.
Governmental Affairs
Investigations Subcommittee

To hold hearings to examine the role of
the Board of Directors in the collapse
of the Enron Corporation.

SH–216
2:30 p.m.

Appropriations
To resume hearings to examine home-

land security funding issues and pro-
posed legislation making supplemental
appropriations for the fiscal year end-
ing September 30, 2002.

SD–192

3 p.m.
Armed Services
Airland Subcommittee
Closed business meeting to markup those

provisions, which fall within the juris-
diction of the subcommittee, of pro-
posed legislation authorizing appro-
priations for fiscal year 2003 for mili-
tary activities of the Department of
Defense.

SR–232A
4 p.m.

Armed Services
Personnel Subcommittee
Closed business meeting to markup those

provisions, which fall within the juris-
diction of the subcommittee, of pro-
posed legislation authorizing appro-
priations for fiscal year 2003 for mili-
tary activities of the Department of
Defense.

SR–222
5 p.m.

Armed Services
Readiness and Management Support Sub-

committee
Closed business meeting to markup those

provisions, which fall within the juris-
diction of the subcommittee, of pro-
posed legislation authorizing appro-
priations for fiscal year 2003 for mili-
tary activities of the Department of
Defense.

SR–232A

MAY 8

9 a.m.
Armed Services
SeaPower Subcommittee
Closed business meeting to markup those

provisions, which fall within the juris-
diction of the subcommittee, of pro-
posed legislation authorizing appro-
priations for fiscal year 2003 for mili-
tary activities of the Department of
Defense.

SR–232A
10 a.m.

Armed Services
Strategic Subcommittee
Closed business meeting to markup those

provisions, which fall within the juris-
diction of the subcommittee, of pro-
posed legislation authorizing appro-
priations for fiscal year 2003 for mili-
tary activities of the Department of
Defense.

SR–222
11:30 a.m.

Armed Services
Emerging Threats and Capabilities Sub-

committee
Closed business meeting to markup those

provisions, which fall within the juris-
diction of the subcommittee, of pro-
posed legislation authorizing appro-
priations for fiscal year 2003 for mili-
tary activities of the Department of
Defense.

SR–232A
2:30 p.m.

Armed Services
Closed business meeting to markup pro-

posed legislation authorizing appro-
priations for fiscal year 2003 for mili-
tary activities of the Department of
Defense.

SR–222

MAY 9

9:30 a.m.
Finance

To hold hearings to examine revenue
issues related to the Highway Trust
Fund.

SD–215
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