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not help a veteran, did not help defend
our Nation. Just squandered on inter-
est on our now $6 trillion debt.

On your watch, we have added $511
billion of new debt. You have been
Speaker for 1300 days, yet you will not
let us have a vote on one of the most
simple laws of all and that will say
that my generation will not burden my
children’s generation and my grand-
children’s generation with our debts,
that we will spend no more money in
this body than we collect in taxes that
year, a constitutional amendment that
almost every State already has, so that
they do not stick their kids and their
grandkids with their bills.

Mr. Speaker, you have been Speaker
for 1300 days and yet you cannot find
time for that law to be voted on. I
would ask on behalf of my children and
my yet unborn grandchildren that you
give this body an opportunity to vote
on that.

———
CORPORATE ACCOUNTABILITY

(Ms. JACKSON-LEE of Texas asked
and was given permission to address
the House for 1 minute and to revise
and extend her remarks.)

Ms. JACKSON-LEE of Texas. Mr.
Speaker, we needed this. Over the
months we have suffered, we have
watched the marketplace go up and
down, but, more importantly, I have
watched my constituents living in the
city of Houston and those around the
Nation see their investments for retire-
ment go down the drain.

And so I am proud to be able to join
the gentleman from New York (Mr. LA-
FALCE) and the other body who pre-
sented one of the strongest corporate
responsibility and accountability bills
that this Nation will ever see. It will
tell the poor guy on the street, it will
tell the common thief who steals a loaf
of bread and goes to jail for 5 or 10
years, that justice in America reigns
not only on the streets, but in the cor-
porate boardrooms, because we will
have a board to oversee auditors and
accounting features as it relates to
their work for corporations; we will
make sure that there is no grand profit
on consulting fees and you are sup-
posed to be telling the corporation
what they are doing wrong; and we will
give shareholders, the moms and dads
and grandparents who have lost their
investment, the right to sue so that
they can recover dollars that they have
lost; and, yes, we will put in jail those
who have done wrong.

Mr. Speaker, this is a good bill and I
will join my colleagues today, pro-
viding leadership to the marketplace of
America.

———

CONFERENCE REPORT ON H.R. 3763,
SARBANES-OXLEY ACT OF 2002

Mr. OXLEY. Mr. Speaker, pursuant
to the previous order of the House of
July 24, 2002, I call up the conference
report on the bill (H.R. 3763) to protect
investors by improving the accuracy
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and reliability of corporate disclosures
made pursuant to the securities laws,
and for other purposes.

The Clerk read the title of the bill.

The SPEAKER pro tempore. Pursu-
ant to the order of the House of the
legislative day of Wednesday, July 24,
2002, the conference report is consid-
ered read.

(For conference report and state-
ment, see proceedings of the House of
July 24, 2002 at page Hb5393.)

The SPEAKER pro tempore. The gen-
tleman from Ohio and the gentleman
from New York (Mr. LAFALCE) each
will control 30 minutes.

The Chair recognizes the gentleman
from Ohio (Mr. OXLEY).

Mr. OXLEY. Mr. Speaker, I yield my-
self 5 minutes.

Mr. Speaker, I bring to the floor
today a tough, sensible conference re-
port that responds in a measured way
to the very real crisis of confidence
among America’s 85 million investors. I
am proud of the result we have
reached. We act with the assurance
that Congress must do something, yet
remain acutely aware of the dangers of
overreacting to a genuine problem and
making matters worse.

Make no mistake, this is a difficult
period for those who love and cherish
the free enterprise system. Since early
2000, our capital markets, although
still the most respected in the world,
have unquestionably suffered a series
of blows—mostly self-inflicted—which
have truly damaged the public’s faith
in the integrity of corporate America.
The Committee on Financial Services,
and this body, have not sat idly by,
however. Indeed, in response to Enron,
Global Crossing and other bank-
ruptcies, my committee was the first
out of the gate, holding a series of
hearings and passing a good, targeted
bill on the House floor in April with
the support of 119 of my Democratic
colleagues. Nearly 3 months would go
by before the Senate passed companion
legislation.

The Senate built on the House bill’s
chief objectives, strong oversight of ac-
countants, increased corporate respon-
sibility, and improved information for
investors.

The conference report before us
today includes important provisions
from both sides of the Capitol, but it
also contains the following proposals
offered only by the House: Disclosure
of important company information to
investors in real time, the inclusion of
civil fines levied by the SEC in restitu-
tion funds for defrauded investors,
tougher criminal penalties for a broad
array of corporate crimes, and in-
creased SEC supervision of the ac-
counting oversight board. Though by
no means a panacea, the conference re-
port will help restore investor con-
fidence in our markets. Investors can
be assured that convicted corporate
criminals will be sentenced to long jail
time. In my view, the prospect of doing
time, real time, will serve as an effec-
tive deterrent to wrongdoing in the
corporate suite.
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We saw a little bit of that yesterday
with the arrest of the Adelphia execu-
tives in New York. Investors will now
get better information and will get it
faster and they will have more faith in
the numbers because the accountants
will be more vigilant, as will audit
committees.

This legislation, combined with the
truly substantive and far-reaching re-
forms proposed by the industry’s self-
regulatory organizations and the bru-
tal and unforgiving market forces, will
help restore faith in the system. A
strong dose of character, honesty and
ethics would not hurt, either.

For two decades in Congress, I have
advocated a free market approach to
regulation, but I also believe that cap-
italism can only flourish under the rule
of law. Those views are not at odds. In
fact, they are quite consistent. Govern-
ment must be careful not to overreach
and stifle the entrepreneurial spirit
that has made the United States the
most successful economy in the history
of the world. At the same time, govern-
ment has a responsibility to punish—
and do so swiftly and severely—those
who seek to cheat and steal from oth-
ers.

I believe the conference report crafts
a careful and appropriate balance of
these two philosophies. I am proud of
the bipartisan process that produced
this legislation. Corporate account-
ability is an investor and retiree issue.
It is not a partisan issue, and those
who would attempt to make it so do a
real disservice to all of us.

I urge all of my colleagues on both
sides of the aisle to vote for this his-
toric, pro-investor bill.

Mr. Speaker, I reserve the balance of
my time.

J 1030

Mr. LAFALCE. Mr. Speaker, I yield
myself such time as I may consume.

(Mr. LAFALCE asked and was given
permission to revise and extend his re-
marks.)

Mr. LAFALCE. Mr. Speaker, it is
with great pleasure that I rise today in
strong support of the conference report
on H.R. 3763. Our conferees have taken
an already good bill passed by the Sen-
ate and have strengthened it further.

The resulting legislation is a major
step forward in reforming the oper-
ations of our financial markets and re-
building our system of financial report-
ing in ways that will restore the con-
fidence of investors at home and
abroad.

I am particularly gratified that the
final bill includes many of the provi-
sions that I first introduced in the
House and called for as early as last
year. The centerpiece of this bill is the
creation of a strong independent over-
sight board for the accounting indus-
try. As with the oversight board in my
bill, the oversight board included in
the final conference report will be inde-
pendently funded and will have strong
disciplinary, investigatory, and, most
importantly, standard-setting powers. 1



July 25, 2002

thought this was extremely important.
No longer will the accounting industry
be able to set the rules for itself with-
out regard for the interests of share-
holders.

Moreover, as in my original bill,
auditors will no longer be permitted to
perform consulting services that create
conflict between their duties to share-
holders and their self-interests. These
measures, combined with the very im-
portant improvements in corporate
governance, will strengthen audit com-
mittees and their oversight of both
auditors and management. As a result,
auditors will once again become the
watchdogs for the shareholders, rather
than the lap dogs of management.

The requirements in the bill that
CEOs and CFOs certify the financial
statements of their companies are
again drawn from my original legisla-
tion and substitutes that I offered on
the floor in motions to recommit.
These requirements will ensure that
executives will no longer be able to
evade responsibility for the numbers
that their companies put out. This re-
quirement, combined with the tough
criminal penalties established by the
bill, will help to ensure that executives
are held responsible if they seek to
mislead and defraud investors.

We should be clear, however, that
this should not be the end of Congress’
work in restoring the integrity of our
financial reporting system and our
markets. Auditor conflicts and weak
corporate governance were significant
contributors to the deterioration of our
financial reporting system. But the
conflicts created by stock options were
another serious issue that we have yet
to address. I regret that. So there is
more that we can and should do to
limit the conflicts faced by securities
analysts, to strengthen corporate gov-
ernance and to protect workers laid off
by bankrupt companies along the lines
of an amendment that the gentleman
from Mississippi (Mr. SHOWS) had
hoped to propose.

I have said and believe that this bill
is an enormous victory for workers and
investors. But let me also say this: It is
a victory for the thousands and thou-
sands of honest accountants and honest
corporate executives as well, the vast,
vast preponderance of all accountants
and all corporate executives. With the
measures we put in place by this legis-
lation, they now have the opportunity
to reclaim their reputations from those
few who have brought shame on Amer-
ican business. It is my hope that this
legislation will begin to restore the
reputation of American business and fi-
nancial markets as the best in the
world.

GENERAL LEAVE

Mr. OXLEY. Mr. Speaker, I ask unan-
imous consent that all Members may
have 5 legislative days within which to
revise and extend their remarks and in-
clude extraneous material on H.R. 3763.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from Ohio?
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There was no objection.

Mr. OXLEY. Mr. Speaker, I am
pleased to yield 4 minutes to the gen-
tleman from Louisiana (Mr. BAKER),
the chairman of the Subcommittee on
Capital Markets, Insurance and Gov-
ernment Sponsored Enterprises.

Mr. BAKER. Mr. Speaker, I thank
the chairman for yielding me time.

Mr. Speaker, this is indeed a very im-
portant moment in Congressional his-
tory, and I wish to express my appre-
ciation to the gentleman from Ohio
(Mr. OXLEY), the ranking member, the
gentleman from New York (Mr. LA-
FALCE), and Chairman SARBANES and
ranking member GRAMM in the Senate.
They have done extraordinary work in
bringing us to this point in time.

Much has been said about bringing
those to justice who have violated
their corporate responsibility. I can
think of no more sweeping change in
the current body of law than the con-
ference report this House will soon con-
sider. It offers more change, breadth of
change and significance of change,
than any Congressional action since
the 1933 and 1934 Securities Acts them-
selves.

It is appropriate, I think, to recount
how we got to this point. Last year the
Subcommittee on Capital Markets, In-
surance and Government Sponsored
Enterprises, at the direction of the
gentleman from Ohio (Chairman
OXLEY) began its inquiry into the con-
duct of analysts and the apparent con-
flict between their recommendations
and what they seemed to know about
company performance. From that early
beginning until now, there has been
revelation after revelation as to cor-
porate wrongdoing.

Nothing perhaps made a more visual
impact on American investors, share-
holders, pensioners and employees than
watching the news yesterday as cor-
porate executives were handcuffed and
hauled away. The people of America
are not only expecting it, they are de-
manding it. How is it possible for a per-
son to work all his life for a corpora-
tion, be given stock rather than salary
increases, and, on the verge of retire-
ment, be told that the stock is worth-
less, while the CEO of the corporation
seeks to retire in a $15 million mansion
in Florida where he is above and be-
yond the reach of the law? That is not
acceptable. It is not acceptable to me,
I do not believe it is acceptable to this
Congress, and I know it is not accept-
able to the working people of this
country.

This is an outrage. There is no more
privileged position in America today
than to be the CEO, CFO or leading
manager of a Fortune 500 company. Of
those people we expect the highest
level of ethical and moral conduct be-
cause of the extraordinary powers and
opportunities which they are granted
by this wonderful free enterprise sys-
tem. Today we bring an end, I believe,
to those abuses.

You must sign that statement, and if
you sign it and it is not accurate, there
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are consequences. If you misrepresent
the material facts of your corporation,
if you lie about what is going on, there
are criminal consequences for that
misrepresentation. If you choose sim-
ply not to tell the truth, there are con-
sequences for that misrepresentation.
In fact, the bill before us today doubles
the penalties for violations of those re-
sponsibilities.

But that is not enough. It is not
enough to tell the truth. It is not
enough that after we catch you we put
you a way for a long time. We want to
go after those ill-gotten gains, that
profit you made by misrepresenting the
material facts of your corporation
while manipulating the books and prof-
iting for your own best interests. We
want to make sure those mansions,
those benefits, those golden parachutes
are collapsed, folded up neatly, put
into a closet and sold off so that the
shareholders back home can get their
hands on their money. That is what has
been lost in all of this.

A corporate executive takes capital
from individual investors, hard-work-
ing investors saving for their first
home, their child’s education or their
retirement, and has a fiduciary respon-
sibility to manage that money for their
mutual good. What has happened, they
have taken that money and put it in
their pocket.

I do not know how we are going to ul-
timately get to all of the State bank-
ruptcy protections that allow these
corporate mansions to be built, the ex-
treme levels of financial worth, to
allow a CEO to escape all of his liabil-
ities and move into the home, live
there 6 months, sell it and take the
money and move to the south of
France, but we are going to get there.
This bill does not go quite that far, but
over the next Congresses we are going
to continue the work to make sure
that no one who is defrauded by an ir-
responsible act of corporate abuse does
not get full recompense for the wrong.

This is a great day, a great con-
ference report. I salute the gentleman
from Ohio (Chairman OXLEY) and
Chairman SARBANES for their extraor-
dinary work.

Mr. LAFALCE. Mr. Speaker, it is my
pleasure to yield 2% minutes to the
gentleman from Pennsylvania (Mr.
KANJORSKI), the distinguished ranking
member of the Subcommittee on Cap-
ital Markets, Insurance and Govern-
ment Sponsored Enterprises, who coau-
thored the original bill that we intro-
duced early this year that forms the
gravamen of this bill.

Mr. KANJORSKI. Mr. Speaker, 1
thank the gentleman from New York
for yielding time.

Mr. Speaker, may I take the oppor-
tunity to say how pleased I am to be
here in support of this conference re-
port, because I, together with the gen-
tleman from New York (Mr. LAFALCE),
opposed the bill originally passed in
April by the House of Representatives
for the simple reason that it was not
sufficiently sound enough to meet the
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needs that were even evident in April,
and have become far more evident now.
But I dare say that as a result of the ef-
forts of the gentleman from New York
(Mr. LAFALCE) in crafting the alter-
native Democratic proposal in the
House that did not have the oppor-
tunity to go forth to the conference, it
did strengthen the Senate’s hands in
the drafting of the Senate proposal,
which ultimately is the basis for this
conference report.

Mr. Speaker, we have not solved ev-
erything, by a long shot. We have much
to do. But I believe that we have now
put teeth into the accounting process.
I, for one, am a person that supports
the marketplace and non-government
regulation, when possible. But if there
is anything we have learned over the
last 9 or 10 months, it is the absence of
regulation has allowed the fox to take
control of the hen house at the cor-
porate level at some of the financial in-
stitution levels, at the accounting
level, and we have seen grievous harm
done not only to these fine corpora-
tions, but to the investors in the cor-
porations, to the employees of the cor-
porations, and to all the pension funds
and 401(k) fund investors across the
country that took on the representa-
tion of accounting firms and CEOs and
boards and all these people that things
were done properly.

We have addressed accounting irreg-
ularities, executive abuse and cor-
porate governance malfeasance, but we
must come back and do more, and this
is only the beginning.

I heard the chairman of my sub-
committee, the gentleman from Lou-
isiana (Mr. BAKER), talk about some-
thing that I want to respond to. We
have seen on television all these man-
sions in Texas and Florida. I would say
to the gentleman from Louisiana (Mr.
BAKER), the answer is we do not have
to do a special bill. We can take out
the exemption in the bankruptcy law
so every State in the Union has the
same basic principle, a $750 deduction,
nothing else. There is no reason in
Texas and in Florida you can have a $25
million mansion, go into bankruptcy,
and keep your mansion.

Mr. OXLEY. Mr. Speaker, I yield 3
minutes to the gentleman from Wis-
consin (Mr. SENSENBRENNER), the dis-
tinguished chairman of the Committee
on the Judiciary.

Mr. SENSENBRENNER. Mr. Speak-
er, 9 days ago on this floor I stated we
must crack down on the corporate
criminals and rebuild America’s con-
fidence in our markets. I said the best
way to do that is to punish the cor-
porate wrongdoers and to punish them
harshly. I am pleased to say that the
conference committee report before us
today accomplishes that goal.

The House members of the conference
committee insisted on and prevailed on
all of the tougher penalties that were
contained in H.R. 5118, the Corporate
Fraud Accountability Act of 2002,
which passed the House overwhelm-
ingly by a vote of 391 to 28.
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Under these penalty provisions, cor-
porate criminals are going to do time;
real time, real long time. The report
increases the penalties for mail and
wire fraud from the current 5 years to
20 years and creates a new securities
fraud section that carries a maximum
penalty of 25 years. It also strengthens
laws that criminalize document shred-
ding and other forms of obstruction of
justice and provides a maximum pen-
alty of 20 years for such violation. The
legislation punishes top corporate ex-
ecutives that certify the financial
statements of the company Kknowing
they are false by subjecting them to
fines of up to $56 million and 20 years in
prison, or both.

The provisions of the conference re-
port also increase the penalty criminal
penalties for those who file false state-
ments with the SEC to a maximum
penalty of $6 million and 20 years in
prison, and, if a corporation files a
false statement, then the fines increase
up to a maximum of $25 million.

Mr. Speaker, the report also contains
House language that makes it a crime
for someone to knowingly retaliate
against a whistle blower and provides a
criminal penalty of up to 10 years for
such offense. I would also point out
that the restitution laws for all crimi-
nal activity are in place for these
crimes as well, so the court can order
restitution for those shareholders and
employees who have been defrauded.

By passing this conference com-
mittee report, America will know that
those who abuse the law and tarnish
corporate America’s reputation will go
to jail for a very long time. These are
tough penalties that will crack down
on the corporate crooks and go a long
way to protecting the life savings of
many Americans by making the price
of such theft too high.

I urge my colleagues to support this
conference report.
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Mr. LAFALCE. Mr. Speaker, I yield
1% minutes to the gentlewoman from
New York (Mrs. MALONEY).

Mrs. MALONEY of New York. Mr.
Speaker, I rise in strong support of this
conference report, the strongest re-
forms since FDR was President in cor-
porate law. Our markets run on trust
and this trust has been violated. This
bill puts forward new tough standards
based on old values to restore investor
confidence.

The overwhelming majority of the
accountants in the U.S. are hard-
working, honest people, but the self-
regulation of their industry has failed.
This bill responds with the Sarbanes-
LaFalce proposal for the strongest pos-
sible new independent accounting over-
sight board. It also adopts the Sar-
banes-LaFalce plan to put an end to
the inherent conflict of interest of al-
lowing the same firm to provide both
audit and consulting services for the
same client.

Investors have lost faith in boards of
directors and managers to look out for
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their interest. This legislation empow-
ers independent members of boards to
hire and fire auditors, prohibits trades
during pension blackouts, requires
CEOs and CFOs to certify the accuracy
of their company’s financial state-
ments, and if there are misrepresenta-
tions, they face criminal penalties.

More and more Americans depend on
the markets for a secure retirement.
Executives who take advantage of in-
vestors will now face serious jail time
for securities fraud, up to 25 years.

Importantly, the bill also authorizes
$776 million for the SEC, including
money for pay parity.

Finally, I want to thank the gen-
tleman from Ohio (Mr. OXLEY) for his
work on this legislation and the hear-
ings he held. I especially want to thank
the gentleman from New York (Mr. LA-
FALCE) who recognized a crisis in fi-
nancial reporting years before it be-
came front page news. This legislation
may be called the Sarbanes-Oxley Act,
but much of it is the hard work and
product of the gentleman from New
York (Mr. LAFALCE) and leader on the
Committee on Financial Services, on
the House floor and in the conference.

Mr. OXLEY. Mr. Speaker, I yield 2
minutes to the distinguished gen-
tleman from Ohio (Mr. BOEHNER), the
chairman of the Committee on Edu-
cation and the Workforce.

Mr. BOEHNER. Mr. Speaker, I am
pleased that the conference report be-
fore us contains two provisions that
were in the Pension Reform Act passed
here in April. These two provisions
were in the Senate bill and were agreed
to in the conference, one providing a
30-day notice of any potential blackout
period and, secondly, a proposal to
make sure that the top floor and the
shop floor have the same rights when it
comes to selling of stock during black-
out periods, and there is a prohibition
on 16(b) employees, top-end employees,
from selling stock during a blackout
period.

I am also pleased that contained in
this legislation are new penalties for
violations of ERISA. The penalties
have not been increased or changed
since 1974 when ERISA was first en-
acted. They are in this bill.

Let me make it clear that the pen-
sion provisions that are in here which
mirror proposals made by President
Bush back in April come nowhere close
to the comprehensive Pension Protec-
tion Act that the House passed on April
11. We are still waiting for the other
body to act, and as the Washington
Post noted this morning in their lead
editorial, this bill that we are passing
today is the first step, but if we are se-
rious about restoring investor con-
fidence, restoring the confidence of
American workers in their own retire-
ment plans, it is time for Congress to
act on a pension bill.

While there is a lot of rhetoric com-
ing from the other body, there is no
legislation and there is no opportunity
to go to conference like we did on this
bill and to bring about good policy.
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Several days ago, I described what
was happening on this bill as a stam-
pede, and I want to say that I am very
surprised, and I am very surprised be-
cause we have two adults in this body,
the two people who chaired this con-
ference, my good friend from Ohio (Mr.
OXLEY) and the gentleman from Mary-
land (Mr. SARBANES), who stood up to
say, slow down, let us try to make sure
that we have sound policy here, and
the gentleman from Maryland was
under great political pressure to do
nothing, but I have got to give him an
awful lot of credit for his willingness to
sit down and to fix what were glaring
problems that many did not want to fix
and wanted to pass in a rush to judg-
ment. They both should be congratu-
lated for their excellent work.

Mr. LAFALCE. Mr. Speaker, I yield
1% minutes to the gentleman from
North Carolina (Mr. WATT).

Mr. WATT of North Carolina. Mr.
Speaker, I thank the gentleman for
yielding time.

Let me applaud the chair and rank-
ing member of the House Committee on
Financial Services for the job that
they did starting the process. We had a
bill that was a reasonable start, that
has been significantly improved upon
during the course of the conference,
and one of the things that the bill does
is ratchet up criminal penalties, but I
want to take some time to say that I
am not sure that just ratcheting up
criminal penalties will do the job.

But there are some things in the con-
ference report which require us and the
SEC and the GAO to do additional
studies and report back to the commit-
tees of jurisdiction about either regu-
latory action that is recommended or
legislative action that is rec-
ommended, and one of those things is
an SEC study of violations and viola-
tors and whether we have been aggres-
sively going after the violators civilly
and whether we have undermined the
ability of individuals to bring claims in
civil court to enforce their rights and
protect their status as investors.

I do not want to overlook some of
those studies that will be reporting
back to us because I think this bill is
really just the first step, and I applaud
us for making that step.

Mr. OXLEY. Mr. Speaker, I yield 1
minute to the gentleman from Texas
(Mr. SMITH) a conferee and a member of
the Committee on the Judiciary.

(Mr. SMITH of Texas asked and was
given permission to revise and extend
his remarks, and include extraneous
material.)

Mr. SMITH of Texas. Mr. Speaker, I
thank my friend from Ohio for yielding
me time.

Mr. Speaker, this conference report
goes a long way in achieving two nec-
essary goals. First, it helps us deter-
mine who those are who have abused
the public trust, in general, and em-
ployees’ trust and stockholders’ trust,
in particular.

Second, this conference report makes
sure that an appropriate level of pun-
ishment is available.
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In considering this conference report,
though, we should remember that the
proportion of corporate executives who
are culpable is a very, very small frac-
tion of the whole. The vast majority of
executives are law-abiding who have
contributed much to the prosperity of
America.

Finally, Mr. Speaker, I want to sin-
gle out a business leader, Andy Grove,
chairman of the board of Intel, for his
constructive suggestions on how to in-
crease corporate responsibility. Mr.
Speaker, I have been happy to have
been a part of the conference that pro-
duced this conference report. Mr.
Speaker, I include in the RECORD two
articles, one written by Andy Grove
and one about him.

[From the Washington Post, July 17, 2002]

STIGMATIZING BUSINESS
(By Andrew S. Grove)

I grew up in Communist Hungary. Even
though I graduated from high school with ex-
cellent grades, I had no chance of being ad-
mitted to college because I was labeled a
“‘class alien.” What earned me this classi-
fication was the mere fact that my father
had been a businessman. It’s hard to describe
the feelings of an 18-year-old as he grasps the
nature of a social stigma directed at him.
But never did I think that, nearly 50 years
later and in a different country, I would feel
some of the same emotions and face a simi-
lar stigma.

Over the past few weeks, in reaction to a
series of corporate scandals, the pendulum of
public feeling has swung from celebrating
business executives as the architects of eco-
nomic growth to condemning them as a
group of untrustworthy, venal individuals.

I have been with Intel since its inception 34
years ago. During that time we have become
the world’s largest chip manufacturer and
have grown to employ 50,000 workers in the
United States, whose average pay is around
$70,000 a year. Thousands of our employees
have bought houses and put their children
through college using money from stock op-
tions. A thousand dollars invested in the
company when it went public in 1971 would
be worth about $1 million today, so we have
made many investors rich as well.

I am proud of what our company has
achieved. I should also feel energized to deal
with the challenges of today, since we are in
one of the deepest technology recessions
ever. Instead, I'm having a hard time keep-
ing my mind on our business. I feel hunted,
suspect—a ‘‘class alien’’ again.

I know I'm not alone in feeling this way.
Other honest, hard-working and capable
business leaders feel similarly demoralized
by a political climate that has declared open
season on corporate executives and has let
the faults, however, egregious, of a few, taint
the public perception of all. This just at a
time when their combined energy and con-
centration are what’s needed to reinvigorate
our economy. Moreover, I wonder if the re-
flexive reaction of focusing all energies on
punishing executives will address the prob-
lems that have emerged over the past year.

Today’s situation reminds me of an equally
serious attack on American business, one
that required an equally serious response. In
the 1980s American manufacturers in indus-
tries ranging from automobiles to semi-
conductors to photocopiers were threatened
by a flood of high-quality Japanese goods
produced at lower cost. Competing with
these products exposed the inherent weak-
ness in the quality of our own products. It
was a serious threat. At first, American
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manufacturers responded by inspecting their
products more rigorously, putting ever-in-
creasing pressure on their quality assurance
organizations. I know this firsthand because
this is what we did at Intel.

Eventually, however, we and other manu-
facturers realized that if the products were
of inherently poor quality, no amount of in-
spection would turn them into high-quality
goods. After much struggle—hand-wringing,
finger-pointing, rationalizing and attempts
at damage control—we finally concluded
that the entire system of designing and man-
ufacturing goods, as well as monitoring the
production process, had to be changed. Qual-
ity could only be fixed by addressing the en-
tire cycle, from design to shipment to the
customer. This rebuilding from top to bot-
tom led the resurgence of U.S. manufac-
turing.

Corporate misdeeds, like poor quality, are
a result of a systemic problem, and a sys-
temic problem requires a systemic solution.
I believe the solutions that are needed all fit
under the banner of ‘‘separation of powers.”’

Let’s start with the position of chairman
of the board of directors. I think it is univer-
sally agreed that the principal function of
the board is to supervise and, if need be, re-
place the CEO. Yet, in most American cor-
porations, the board chairman is the CEO.
This poses a built-in conflict. Reform should
start with separating these two functions.
(At various times in Intel’s history we have
combined the functions, but no longer.) Fur-
thermore, stock exchanges should require
that boards of directors be predominantly
made up of independent members having no
financial relationship with the company.
Separation of the offices of chairman and
CEO, and a board with something like a two-
thirds majority of independent directors,
should be a condition for listing on stock ex-
changes.

In addition, auditors should provide only
one service: auditing. Many auditing firms
rely on auxiliary services to make money,
but if the major stock exchanges made audit-
ing by ‘“‘pure’” firms a condition for listing,
auditing would go from being a loss leader
for these companies to a profitable under-
taking. Would this drive the cost of auditing
up? Beyond a doubt. That’s a cost of reform.

Taking the principle a step further, finan-
cial analysts should be independent of the in-
vestment banks that do business with cor-
porations, a condition that could and should
be required and monitored by the Securities
and Exchange Commission.

The point is this: The chairman, board of
directors, CEO, CFO, accountants and ana-
lysts could each stop a debacle from devel-
oping. A systemic approach to ensuring the
separation of powers would put them in a po-
sition where they would be free and moti-
vated to take action.

I am not against prosecuting individuals
responsible for financial chicanery and other
bad behavior. In fact, this must be done. But
tarring and feathering CEOs and CFOs as a
class will not solve the underlying problem.
Restructuring and strengthening the entire
system of checks and balances of the institu-
tions that make up and monitor the U.S.
capital markets would serve us far better.

Reworking design, engineering and manu-
facturing processes to meet the quality chal-
lenge from the Japanese in the 1980s took
five to 10 years. It was motivated by tremen-
dous losses in market share and employ-
ment. Similarly, the tremendous loss of mar-
ket value from the recent scandals provides
a strong motivation for reform. But let us
not kid ourselves. Effective reform will take
years of painstaking reconstruction.

Our society faces huge problems. Many of
our citizens have no access to health care;
some of our essential infrastructure is dete-
riorating; the war on terror and our domestic
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security require additional resources. At-
tacking these problems requires a vital econ-
omy. Shouldn’t we take time to think
through how we can address the very real
problems in our corporations without de-
monizing and demoralizing the managers
whose entrepreneurial energy is needed to
drive our economy?
The writer is chairman of Intel Corp.
[From the Wall Street Journal, July 22, 2002]
THE BELTWAY BUBBLE

Since President Bush unleashed the polit-
ical furies on the private sector with his
speech on July 9, stocks on the Dow have
fallen by about 13.5%, including another 4.6%
on Friday. This can only mean that inves-
tors are demanding more regulation, more
punitive laws and more anti-business rhet-
oric, right?

Believe it or not, that’s what some people
with allegedly above-average IQs are writ-
ing. The truth is closer to the opposite, with
investors now discounting not just for mar-
ket risk but for a new and dangerous ele-
ment of political and regulatory risk. With
Congress in a stampede, and Mr. Bush abdi-
cating veto oversight, the law of unintended
consequences is in the saddle riding events.

Consider the fine print now contained in
legislation sponsored by Joe Biden and Orrin
Hatch that whooped through the Senate last
week. Time magazine made Intel Chairman
Andrew Grove its man of the year in 1997.
But Senator Bush, with his vast corporate
experience, is now insisting on language that
would likely drive Mr. Grove and inde-
pendent chairmen like him out of the busi-
ness.

Here’s the problem: The Biden-Hatch bill
would require that CEOs, chief financial offi-
cers and board chairmen all certify, under
threat of criminal sanction, the accuracy of
company financial statements. This makes
sense for CEOs and CFOs, who are actively
managing the business. And for companies
that combine the CEO and chairman posi-
tions this is also logical.

But some companies prefer to divide the
CEO and chairman posts, with the CEO run-
ning the business but the chairman playing
the role of counselor or independent inter-
mediary with the board of director. It’s one
way of helping the board supervise the CEO,
which is supposed to be a main goal of the
latest corporate ‘‘reforms.”’

Yet the Biden legislation would all but end
this often useful division of responsibility.
Very few non-CEO chairmen in their right
mind are going to risk jail by certifying re-
sults they are not actively managing. Mr.
Grove, for example, gave up his CEO duties
at Intel in 1998 at age 61, but he retains the
chairman title that allows him to set the
agenda for board meetings and consult with
CEO Craig Barrett.

“It’s a very healthy thing,”” Mr. Grove tells
us. “The power of setting the agenda is in-
credible. I basically control what we are
going to talk about at board meetings, not
Craig.” Other companies that have non-CEO
chairmen include Cisco and Microsoft, where
Bill Gates gave up his chief executive role to
Steve Ballmer but is obviously still a valu-
able contributor to the company. Whatever
else investors are clamoring for, we doubt
it’s a high technology sector without the
skills and institutional memory of Andy
Grove and Bill Gates.

By the way, the Biden-Hatch bill contains
other troubling provisions that someone at
the White House should inspect. In its lan-
guage demanding that CEOs certify their fi-
nancial results, it uses words like ‘‘appro-
priateness’ and ‘‘recklessly’ that are vague
and legally undefined. This will only invite
prosecutorial abuse, not to mention a trial-
lawyer field day, which may in fact be why
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those words have quietly made their way
into the Senate-passed bill. (Senator Hatch,
were you paying attention?) If Congress is
going to put CEOs in prison for a decade or
more, doesn’t it have an obligation to make
sure that what they get sent away for is
some specific and actual crime?

The Biden language shows how in Washing-
ton’s current mood the zeal to punish busi-
ness is trampling common sense. Any House
Member who raises any doubt about the wis-
dom of anything in the Senate bill gets a
media pounding as a lackey of business.

Obviously something is going to pass this
year. But it would help the economy, as well
as corporate governance, if the politicians
burst their own bubble of righteousness and
first thought carefully about the real-world
consequences of what they’re doing.

Mr. LAFALCE. Mr. Speaker, I yield
1%2 minutes to the gentlewoman from
California (Ms. WATERS), a distin-
guished member of the conference com-
mittee.

Ms. WATERS. Mr. Speaker, I am
very pleased to have been a part of the
conference committee, and we are fi-
nally legislating a corporate responsi-
bility bill. It is long overdue, and if, in
fact, the gentleman from New York
(Mr. LAFALCE), our ranking member,
had had his way on the House side, we
would have had a tougher bill and we
would have had it a long time ago.

Unfortunately, even though I am
very appreciative for the work that the
gentleman from Ohio (Mr. OXLEY)
eventually did on this bill, if he had
taken the leadership of our ranking
member, we would have had this bill
passed out a long time ago, and it
would have been even tougher.

This bill will make corporate CEOs
and others responsible. They will have
to sign the financial statements, and
they will have to take responsibility. I
participated in one aspect of the bill
for disgorgement so that these people
who are committing fraud will not be
able to realize the gains that they
would have, to put that money back
into a disgorgement account.

We are also, in this bill, curbing the
practice of the insider loans. We are
protecting whistleblowers. We are
eliminating conflict of interest and
setting up an independent board to
oversee accounting firms.

This is a good start. We are going to
see more of the scenes that we are see-
ing with Adelphia where corporate gi-
ants who have committed fraud are
going to be taken out in handcuffs.

We are going to have to do more as
the days roll along. We are going to
find that there are more crimes being
committed. I am very appreciative to
the Democrats in this House for pro-
viding the strong leadership that was
necessary to force the adoption of this
conference report and this legislation.

Mr. OXLEY. Mr. Speaker, I am
pleased to yield 2 minutes to the gen-
tlewoman from New York (Mrs.
KELLY), the chairwoman of the Sub-
committee on Oversight and Investiga-
tions of the Committee on Financial
Services, and a member of the con-
ference committee.

Mrs. KELLY. Mr. Speaker, I thank
the gentleman from Ohio for yielding
me the time.
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Mr. Speaker, today we are here to ap-
prove the conference agreement for the
corporate accountability legislation.
With the Senate adoption of the
House’s top priorities of tougher pen-
alties, openness, so the investor can
evaluate a company before they invest
and money back to defrauded inves-
tors, this conference agreement stands
as a product that both sides can be
proud of.

This legislation punishes corporate
crooks. It strengthens oversight of the
accounting industry and empowers in-
vestors with much faster access to crit-
ical information about the companies
in which they invest. This legislation
will shine a bright light into the shad-
ows of America’s corporate board
rooms so the public is not kept in the
dark, and when they make an invest-
ment, that investment will be sound
and based on truth and openness and
honesty.

The corporate executives, the heads
of these businesses, need to know they
are being watched and they will be put
in jail if they use their company to line
their own pockets at the expense of our
investors.

I applaud the gentleman from Ohio
(Mr. OXLEY) and his excellent staff and
Senator SARBANES and his fine staff.
They need to be recognized for the con-
ception of most of the provisions in
this bill and the fortitude and the re-
solve to bring the legislation forward
through this process in a very bipar-
tisan and open manner.

Last week, Chairman Greenspan
spoke before the Committee on Finan-
cial Services about how strong our
economy is and talking about that our
economy is strong even though our cor-
porate system is frayed. This legisla-
tion contains the tools necessary to
mend the bonds which have been
abused by the people who have been
motivated by greed and strengthen
others, which ensure a strong and vi-
brant economy.

Chairman Greenspan also emphasized
that the criminal penalties section in
this legislation is the most important
part of this legislation. With the Sen-
ate acceptance of the House’s tougher
penalties, we have ensured that the
most important part of this legislation
is the best possible.

I look forward to our passing this
conference report today so it can be
sent to the White House so the Presi-
dent can enact this legislation giving
employees and investors the needed
protections and confidence they re-
quire and they deserve.

Mr. LAFALCE. Mr. Speaker, I yield
12 minutes to the gentleman from
Texas (Mr. BENTSEN) a distinguished
member of the committee.

(Mr. BENTSEN asked and was given
permission to revise and extend his re-
marks.)

Mr. BENTSEN. Mr. Speaker, I rise in
strong support of this bill. I need to
say to my colleagues I am actually sur-
prised. I think this is a very good con-
ference report. The recent declines in
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the U.S. equity markets are due in
large part and have been exacerbated
by the breakdown in corporate govern-
ance, and a lot of the shenanigans,
quite frankly, that has been going on
in corporate America, whether it is
Enron, WorldCom, Adelphia, Xerox,
you name it.

This bill is really quite substantive
because of the work of the gentleman
from New York whom I think we all
owe a great debt of gratitude for on
this bill that really starts to address
this, and Members have gone through
the substantive aspects, the oversight
body, the limitations on consulting,
the new disgorgement rules, criminal
penalties, bans on egregious practices
and corporate loans, all of those items,
and there are many in this bill, and I
am surprised at how well it has been
put together.

I think what is also important about
this legislation is that it sends a very
clear message from the Congress, and I
hope we have a strong vote today in
the House on this bill, because it is not
just the substantive factors or the in-
terpretive factors of this bill.
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For too long Congress has sent a very
mixed message to the regulators of
what they are supposed to do. All of us
know we can pass laws to do lots of
things, but unless they are enforced,
they will be meaningless. This bill puts
us on record of enforcing the laws with
respect to public accounting, with re-
spect to corporate governance; chang-
ing things that, quite frankly, a few
years ago I would have been surprised.
A few years ago, people were trying to
get outsiders off of corporate boards.
Now we are mandating them on cor-
porate boards.

So I want to commend the managers,
the chairman and the ranking member,
but particularly the gentleman from
New York (Mr. LAFALCE) for the work
he has done on this bill. He deserves a
great deal of credit.

This is a good bill, it ought to get a
large degree of support so investors
will make decisions on economic issues
and not lack confidence.

Mr. OXLEY. Mr. Speaker, I yield 1
minute to the gentleman from Cali-
fornia (Mr. ROYCE), a member of the
conference committee.

Mr. ROYCE. Mr. Speaker, I thank the
chairman for yielding me this time;
and actually, this measure contains
the best of both, some Democrat ideas
and some Republican ideas. I think the
final language on the independent ac-
counting board was very close to the
Sarbanes bill. But the provision put
forward by House Republicans that we
would now have 25 years hard time for
securities fraud is important. It will be
a deterrent.

I am delighted to see the concept
that we are going to criminalize shred-
ding, the concept that we are going to
increase penalties for wire fraud and
mail fraud. The Republican idea also
that when we get convictions, when
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this SEC brings back the resources
from those who have committed cor-
porate malfeasance, that money will
then go back to the shareholders, the
Baker’s amendment, that is an impor-
tant gain for this bill.

I think Chairman OXLEY, in including
the provision to disclose material
changes to financial conditions and in
real time so that the public sees that
as soon as any insider trader sees that
is another important change that we
brought in on the Republican side of
the House bill.

So this is the best of both Democrat
and Republican concepts, and it will
protect the shareholders in the future
and offer deterrence.

Mr. LAFALCE. Mr. Speaker,
much time do I have left?

The SPEAKER pro tempore (Mr.
SWEENEY). The gentleman from New
York has 17% minutes remaining.

Mr. LAFALCE. Mr. Speaker, I yield 1
minute to the gentlewoman from Or-
egon (Ms. HOOLEY).

Ms. HOOLEY of Oregon. Mr. Speaker,
I would like to congratulate Chairman
OXLEY and the gentleman from Lou-
isiana (Mr. BAKER) for finding the will-
ingness to simply do what is needed to
fix the problem in our accounting sys-
tem and to restore investor confidence
in corporate America.

I also thank the gentleman from New
York (Mr. LAFALCE) and the gentleman
from Pennsylvania (Mr. KANJORSKI) for
their foresight and early leadership. We
needed to restore the public confidence
in the market. Tens of millions of
Americans invest in the market and
tens of millions more work in publicly
traded companies. It is these individ-
uals and these individuals alone who
this Congress must protect. After all,
this is the people’s body, not the For-
tune 500 body.

So I thank my colleagues for sitting
down with the gentleman from New
York (Mr. LAFALCE) and Senator SAR-
BANES and delivering on a bill that puts
the interest of the public first. My col-
leagues’ actions prove that bipartisan-
ship is a tangible commodity. I would
hope that the consensus we were able
to reach on this bill can be replicated
in other badly needed measures.

Before closing, I would like to point
out that no one, no one has worked
harder on this bill than our ranking
member, the gentleman from New York
(Mr. LAFALCE). While we have not
agreed on everything, the gentleman’s
efforts to protect consumers and inves-
tors has been unfailing and will be
sorely missed in the 108th Congress.

Mr. OXLEY. Mr. Speaker, I am
pleased to yield 2 minutes to the gen-
tlewoman from New Jersey (Mrs. ROU-
KEMA).

(Mrs. ROUKEMA asked and was
given permission to revise and extend
her remarks.)

Mrs. ROUKEMA. Mr. Speaker, I rise
in strong support of this legislation,
and I certainly want to commend the
Speaker of the House and the chairman
of the committee for bringing it up be-
fore the August recess.

how
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Certainly there has been a lot of dis-
cussion, and I do not have to go over it
again, about the crisis of confidence
that there has been. That has been
more than adequately stated. But the
crisis of confidence in our economic
system has been out there, and dealing
with this legislation today takes us a
giant step in the right direction to re-
storing that confidence in both our cor-
porate leaders as well as our Congress
and the free enterprise system, which
we commend.

I want to thank Chairman OXLEY and
certainly the gentleman from Lou-
isiana (Mr. BAKER) for making the
point in the conference committee. As
strongly as I supported the Sarbanes
bill, they did add improvements to the
bill, which deal with, but it is the
FAIR fund to return the ill-gotten
gains and the real time corporate dis-
closure provisions. And I thank the
gentleman from Ohio (Mr. OXLEY) and
the gentleman from Louisiana (Mr.
BAKER) for including them in this con-
ference report.

However, I will say that it is not per-
fect. It is very good, but not perfect. I
am disappointed, more than a little bit,
in the fact that we did not deal with
the accounting treatment of stock op-
tions. I was very disappointed in that,
but I accept it as part of this agree-
ment. And I also accept it because I am
confident that Senator McCAIN will be
advancing another form of this legisla-
tion in the future in the other body,
and I believe that we will then be able
to have a proper and full discussion.

In conclusion, I would like to say
that this is landmark legislation, a key
element of Congress’ effort to elimi-
nate corruption in corporate America.
The bill tells corporate criminals that
they are no longer above the law, and
it holds those executives who have de-
frauded the investors and harmed the
American economic system, holds
them accountable with tough new
criminal penalties. It also helps to
close the loopholes that have allowed
them to continue these offenses in the
corporate community.

Mr. Speaker, once again, I certainly
thank the chairman and the gentleman
from Louisiana (Mr. BAKER), as well as
the ranking member, the gentleman
from New York (Mr. LAFALCE), and our
other Democrat colleagues for their bi-
partisan cooperative effort.

Mr. Speaker, | rise in strong support of the
(H.R. 3763) Corporate and Auditing Account-
ability, Responsibility, and Transparency Act of
2002, and | want to commend the Speaker of
the House for showing clear vision and strong
leadership in bringing this legislation to the
Floor. | also want to commend the gentleman
from Ohio, the Chairman OXLEY of our Com-
mittee on Financial Services, for living up to
his commitment to bring this important legisla-
tion back to the House before we begin our
summer district work period. And | strongly
commend Representative JOHN LAFALCE for
his leadership and cooperation in structuring
the bipartisan support.

Mr. Speaker, over the last few months our
economy has been damaged by the drip-drip-
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drip of newspaper stories, television accounts
and press releases recounting the latest cor-
porate accounting scandal, revenue over-pro-
jection, financial irregularity or out-and-out
“cooking of the books” by our captains of in-
dustry.

| agree with the President of the United
States and the Chairman of the Federal Re-
serve, Alan Greenspan, who each said last
week that the foundation of our economy is
strong. And that we are continuing to recover
from the financial downturn precipitated by the
terrorist attacks of last September 11.

But still, we face a crisis of confidence.
Every public opinion poll shows that the Amer-
ican people have low-expectations when it
comes to the economy, and they think that a
majority of corporate leaders are crooks and
that this is an area where Congress can and
must act in a bipartisan manner.

Indeed, irresponsible corporate leaders have
forced us to act. The American people expect
us to act. The American economy needs us to
act. In fact, the mere prospect of our actions
today helped produce a steep rise in the stock
market yesterday. We must continue to re-
store confidence in the Congress and in our
free enterprise system. And today we are tak-
ing a giant step.

Last April, House passage of the Corporate
and Auditing Accountability, Responsibility and
Transparency Act was a giant step in the right
direction. Senate passage of the so-called
Sarbanes bhill was another critical step forward.
And today, we complete the Congressional
journey by passing this legislation.

The Chairman of the conference committee
has outlined the major provisions of this bill.
Suffice it to say that | am pleased that the
conference report establishes a new, inde-
pendent oversight board, funded by publicly
traded companies, to monitor the accounting
industry. The bill also forbids accounting firms
from performing many other services for their
public company audit clients, including con-
sulting. It would also establish a host of new
important reporting and disclosure require-
ments for public companies.

| want to commend Chairmen OXLEY and
BAKER for their contributions to this strong
conference report. As noted by Chairman
OXLEY in his debate the House Committee
added strong demands: real-time corporate
disclosure to protect investors by giving them
the information they need to safeguard their fi-
nancial future; establishment of the FAIR fund
to return ill-gotten corporate gains to investors;
significantly increased criminal penalties for
corporate crooks that defraud the public, shred
documents or otherwise obstruct justice.
Criminals can steal more money with a brief-
case than with a gun. Businessmen who extort
the American public should be punished like
the common criminals they are. This bill en-
sures that corporate wrongdoers go to jail for
their crimes.

| would also add that the final legislative
package includes two important pension-re-
lated provisions from our Education and Work-
force Committee. One would bar company in-
siders from selling their own stock during
“blackout” periods when workers can't make
changes to their 401(k)s; and the other would
require pension plan administrators to notify
workers 30 days before the start of any
“blackout” period affecting their pensions.

However, | have to say that | am dis-
appointed that the conference agreement in-
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cludes no provision to address the question of
the accounting treatment of stock options. |
believe this is a mistake. Congress should re-
quire the Federal Accounting Standards Board
to deal with it. And | am confident that Senator
McCaIN will be advancing legislation on op-
tions in the other body.

In the final analysis, this is a landmark legis-
lation—a key element of Congress’ effort to
eliminate corruption in corporate America. This
bill tells corporate criminals that they are no
longer ‘above the law.’ it holds those execu-
tives who have defrauded investors and
harmed the American economic system ac-
countable with tough new criminal penalties. It
helps to close the loopholes that have allowed
for continued offenses in America’s corporate
community.

Mr. Speaker, the American people expect
us to act. The economy needs us to act. |
urge my colleagues to live up to and now we
are acting.

Support the Conference report.

| yield back the balance of my time.

Mr. LAFALCE. Mr. Speaker, I yield 1
minute to the gentleman from
Vermont (Mr. SANDERS), a member of
the committee.

Mr. SANDERS. Mr. Speaker, I thank
the gentleman for yielding me this
time. This legislation is an important
step forward, and I support it; but it
should be clear that if we are serious
about tackling corporate greed, much
more needs to be done.

We have seen in recent years that the
heads of the largest corporations in
this country have lied about their fi-
nancial statements, they have cheated
on their taxes, moved their companies
abroad, and they have thrown loyal
American workers out on the street as
they move companies to China. They
have cut the pensions and health care
benefits of their workers. Now is the
time for us to address that overall
question of corporate greed.

The most important thing that we
can do is to pass real campaign finance
reform, public funding of elections. So
once and for all we end the scourge of
big money dominating the White House
and the United States Congress, and
once and for all we begin to represent
all Americans rather than the rich and
the powerful.

Mr. OXLEY. Mr. Speaker, I am
pleased now to yield 1 minute to the
gentleman from Delaware (Mr. CAS-
TLE).

Mr. CASTLE. Mr. Speaker, let me
thank all those involved in putting this
together.

For all those individuals out there
who shudder when they see the stock
market reports, or like me, do not open
any envelopes that contain any infor-
mation about their own assets at this
point, but let them pile up in a corner,
this bill is for you. It takes a lot of
strong and positive steps, as have been
outlined here in terms of dealing with
the corporate responsibility and the
corporate governance issues we needed
to address.

I believe we have seen the clouds, I
believe we have seen the rain in the
form of Enron, WorldCom, and a few
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others. Now we are seeing the clearing
someplace out there, as we search to
get brighter. And, hopefully, it will get
even brighter yet. This piece of legisla-
tion may be a first step, but it is a very
large first step we have taken.

Like others who have spoken today, I
believe we do have to deal with other
issues. I believe we have to look at the
question of expensing options. I believe
we have to look at separating analysts
from the investment banking side of a
number of firms in the United States of
America. Perhaps we can go to less de-
pendence on quarterly reports, more
real-time reporting in terms of finan-
cial information coming from the cor-
porations and a variety of other steps.

But I think that Congress has
stepped forward in a very responsible
fashion, and I congratulate everybody.
The gentleman from New York (Mr.
LAFALCE), I know, had a lot of ideas in
this, as well as the gentleman from
Ohio (Mr. OXLEY), and the Senator
from Maryland, Mr. SARBANES, on the
other side. They have done a wonderful
job.

This should start to give reassurance
to our markets and to people across
America.

Mr. LAFALCE. Mr. Speaker, I yield 1
minute to the gentlewoman from Cali-
fornia (Ms. LEE), a member of the com-
mittee.

Ms. LEE. Mr. Speaker, I rise today in
strong support of this conference
agreement to H.R. 3763, which signifi-
cantly reforms our current system to
bring true responsibility and account-
ability to these major corporations
who have used creative accounting and
fraud to advance their own greed.

I want to especially thank our rank-
ing member on the Committee on Fi-
nancial Services for all of his hard
work, the gentleman from New York
(Mr. LAFALCE), for pushing these very

strong reforms, and to Chairman
OXLEY for ensuring that this is a bipar-
tisan plan.

While I was extremely disappointed
that the Republican leadership brought
up such a weak bill earlier this year,
one that I voted against, I am de-
lighted that they agreed to a much
stronger provision in the LaFalce legis-
lation.

This agreement protects employees
and investors, separates auditing and
consulting functions, which got Enron
and the other corporations into the
mess that they are in now, and sets up
an independent board.

Now, I hope that soon Congress can
take the next step and provide restitu-
tion to laid-off workers and investors
who lose their life savings. CEOs and
high- ranking executives should forego
their golden parachutes and multi-
million-dollar-year bonuses while their
companies are going bankrupt, and in-
stead give workers and investors first
rights to these funds.

Once again I want to thank the gen-
tleman from New York (Mr. LAFALCE)
for his leadership and Chairman OXLEY
for bringing such a responsible bill to
the House floor.
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Mr. OXLEY. Mr. Speaker, may I in-
quire as to how much time remains on
both sides.

The SPEAKER pro tempore. The gen-
tleman from Ohio (Mr. OXLEY) has 11
minutes remaining, and the gentleman
from New York (Mr. LAFALCE) has 14%
minutes remaining.

Mr. OXLEY. Mr. Speaker, I yield 2
minutes to the gentleman from Cali-
fornia (Mr. CoX), a member of the con-
ference committee.

Mr. COX. Mr. Speaker, I thank the
chairman for his extraordinary good
work.

Fraud and unfair dealing are the en-
emies of the free enterprise system.
And as we can see from the turmoil in
our markets, our country is paying a
very high price because of the cor-
porate fiduciaries who have broken
faith with their employees and their
investors.

We have tough laws on the books to
deal with all manner of crime, includ-
ing corporate crime; but just as bac-
teria mutate to avoid the latest anti-
biotics, those who cook the books are
constantly changing their recipes, and
we have to keep our laws and our rem-
edies up to date.

Enron, Global Crossing, WorldCom,
and the other cases that we have seen
have all centered around accounting
frauds. Abuses of accounting rules were
central to each of these cases. Using
the regulatory thicket of detailed ac-
counting rules, the malefactors in
these cases intentionally structured
sham transactions to disguise their
true financial condition. That is why
the central reform in this legislation is
the creation of an accounting oversight
board to see to it that accounting
standards once again make financial
reports truthful, honest, and clear.

As we raise the legal standard here
today, we should bear in mind our obli-
gations to do still more to raise ethical
standards so that the best and the
brightest will continue to want to join
the accounting profession; so that our
most experienced citizens, possessed of
good judgment, are willing to under-
take the significant oversight respon-
sibilities on corporate boards of direc-
tors; and so that entrepreneurs will
still take the risks and dream boldly
without fear of being second-guessed if
the race is not won.

This is an important step we are tak-
ing today, Mr. Speaker. I am very
happy to join in support of this con-
ference report.

Mr. LAFALCE. Mr. Speaker, I yield 1
minute to the gentlewoman from Ohio
(Mrs. JONES), a member of the com-
mittee.

(Mrs. JONES of Ohio asked and was
given permission to revise and extend
her remarks.)

Mrs. JONES of Ohio. Mr. Speaker, 1
know that this committee is very short
of time, and so I will give my time
back to the ranking member; but I
want to say it is a shame that we were
here in April doing legislation like this
and ended up having to come back
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when we really realized that we needed
to hold CEOs accountable.

Mr. Speaker, | rise today in strong support
of H.R. 3763, the Conference Report on Cor-
porate Responsibility and | seek permission to
revise and extend my remarks.

The events of the past months have under-
scored the importance of transparency in cor-
porate governance. While many believed that
Enron was an isolated occurrence, the failures
of Tyco, Global Crossing, and WorldCom have
eroded confidence in the markets, both here
and overseas.

Investment in the stock market is important
to our economy and as a wealth-creating tool
for people of all income levels. Although the
majority of companies are operated honestly,
investors will not trust the market if they be-
lieve that their money is not safe. If investors
don't invest—the economy will stagnate which
hurts people at every level of our society. Re-
cent drops in value of stock markets both here
and around the world reflect uncertainty and a
current lack of investor confidence.

It is our responsibility to hold accountable
those companies and individuals that act dis-
honestly and erode investor confidence. | sup-
port this bill and | commend the conferees be-
cause they have crafted a strong piece of leg-
islation. This bill would remove conflicts of in-
terest and strengthen corporate accountability
by a number of key reforms such as: creating
a strong and independent board to oversee
the accounting profession; by requiring sepa-
ration of the auditing and accounting functions
of firms; by reforming the independence of
stock analysts and decreasing the influence of
investment banking firms over analysts; by au-
thorizing $776 million to the Securities and Ex-
change Commission to enable them to
achieve higher staffing levels to enforce the
law.

Although these reforms are needed, there
are other, holistic changes that need to take
place as well.

Over the past decade, CEO tenure has
dropped while salaries have risen dramatically.
This has created a climate in which some dis-
honest CEO’s may be tempted to “take the
money and run.” This costs a pall on the ma-
jority of executives who operate honestly.

When CEO’s and others are compensated
with stock options, the options are not shown
as a business expense on a company’s bal-
ance sheet. This distorts the cost of these op-
tions to shareholders, who are not provided a
clear picture of a company’s financial position.
It may also provide an incentive to “cook the
books” to achieve quick gains in stock price
for an executives’ personal benefit. This mal-
feasance has a clear effect on workers who
lose their jobs and investors who lose their
money.

| support the Democratic proposal to allow
stockholders to determine whether manage-
ment is compensated with stock options. This
change in corporate governance would ulti-
mately reward companies that operate cleanly
by restoring investor confidence in companies
with transparent operations.

Mr. Speaker, this week Congress has ac-
complished a great deal to help workers, in-
vestors, and the stability of markets the world
over. We will continue to build our economy
over the weeks and months to come.

Mr. OXLEY. Mr. Speaker, I yield 2
minutes to the gentleman from Penn-
sylvania (Mr. TOOMEY).
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Mr. TOOMEY. Mr. Speaker, I thank
the chairman for yielding me this
time.

Mr. Speaker, the outright fraud of
the recent accounting scandals con-
stitutes theft that is appalling in na-
ture and staggering in size. Millions of
honest hardworking Americans who
played by the rules, made sacrifices so
that they could save and invest, saw
those investments devastated when
they were lied to by senior executives
who cooked the books for their own
personal gains.

Fact is, we have been robbed; and the
outrage is justified. But, today, Con-
gress will pass tough legislation to
begin to restore confidence, to start to
provide new protections for small in-
vestors, workers and pension holders.

Mr. Speaker, as you know, we passed
a strong bill in this House last April. I
am very happy that we finally got a
product from the other body in July
and we were able very quickly to reach
a consensus and pass this tough his-
toric legislation that will just take us
closer to that vital goal that we are
trying to accomplish, which is greater
transparency and truthfulness in finan-
cial reporting.

I would just want to remind my col-
leagues that despite the calamities
that we have recently seen, our free en-
terprise system is still the greatest
wealth- producing, poverty-destroying,
opportunity-creating system in the his-
tory of the world. And with these re-
forms, our system will start to recover
the confidence that it deserves from in-
vestors in America and all around the
world.
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Mr. Speaker, I want to congratulate
the gentleman from Ohio (Mr. OXLEY),
the gentleman from New York (Mr. LA-
FALCE), and the other members of the
conference committee for getting this
job done quickly.

Mr. LAFALCE. Mr. Speaker, I yield 1
minute to the gentlewoman from Indi-
ana (Ms. CARSON), a member of the
Committee on Financial Services.

(Ms. CARSON of Indiana asked and
was given permission to revise and ex-
tend her remarks.)

Ms. CARSON of Indiana. Mr. Speak-
er, I thank the gentleman for yielding
me this time.

Mr. Speaker, I want to applaud the
gentleman from New York (Mr. LA-
FALCE), the ranking member, for stay-
ing the course and insisting that we
protect America and American inves-
tors, and also to Senator SARBANES.

I rise in support of H.R. 3763 for many
reasons. I realize that regardless of
what we call it, there was passed by
this Congress in 1994 a bill called Pri-
vate Securities Litigation Reform Act
which opened up the floodgates for cor-
porate greed. 1 appreciate the gen-
tleman from New York (Mr. LAFALCE)
staying the course and giving more
money to SEC so they have more re-
sources to overseeing all these public
companies, over 17,000 plus.
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Mr. Speaker, | rise to voice my support for
the conference report on H.R. 3763, however
today we are being asked to vote on the min-
imum that Congress should do and not the
best.

According to the U.S. Department of Labor,
within the past year, from May of 2001 to May
of 2002 the unemployment rate in my home
district of Indianapolis, IN rose from just under
3% to 4.5%. Now, there are more than 39,000
people unemployed in the city of Indianapolis
alone.

This high rate of unemployment is severely
straining my state’s health care plan. Accord-
ing to the Indianapolis Star, enroliment in Indi-
ana’s Medicaid program will reach its highest
level ever to cover nearly 800,000 residents,
which is 56,000 more than are currently cov-
ered now. This increase in program partici-
pants has caused a $660 million difference
between the budget and actual Medicare costs
and is playing a major role Indiana’s budget
crisis. This is a problem that more than 40
states have to deal with in this current eco-
nomic crisis.

Mr. Speaker, even though we have all of
these impressive statistics, they really have
very little meaning to the average American
worker. What means something to them is
when they see their retirement benefits and
life savings going down the drain because
some large corporation has misled their inves-
tors.

Mr. Speaker, the corporate crisis has hit
home in Indiana as well. Indiana has its own
Enron in AES Corporation, the global power
company and new owner of Indianapolis
Power and Light. Like Enron, IPALCO man-
agement sold stock while employees were en-
couraged to keep investing in the company
plan. After AES took control the value of em-
ployee stock fell from $180,000 to around
$18,000.

Now, as the Indianapolis Star reported last
week, people like Joe Nelson, a coal-handling
supervisor at IPALCO, who had saved almost
$400,000 after 31 years of work can no longer
retire. Joe has been forced to open up a lawn
mowing business just to help pay for the bills.

Joe and his family are not alone, Mr. Speak-
er, many Americans are being forced to post-
pone their retirement. In a recent Gallup pole
20% of those surveyed said they expect to
delay their retirement by an average of 4.4
years because of the recent economic crisis.

We are constantly told that the stock drops
are rollercoasters, binges and economic
hangovers that will disappear. However, it is
the retirement dreams of hard working hoo-
siers and the pension fund of state govern-
ments that we see vanishing with little chance
of reappearance.

The Conference bill before us today pro-
vides the absolute minimum protections to
protect investors and restore market con-
fidence.

Still, this measure could be stronger and
certainly disgorging the ill-gotten gains of
these criminals and redistributing profits to the
victims must be the next step.

We hear frequently that there is little that
Congress should do and limit our interference.
However, Congress passage of The Private
Securities Litigation Reform Act of 1995 got us
to where we are today. It repealed the civil
RICO, thereby preventing defrauded investors
from obtaining triple damages when they bring
securities fraud claims.
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Mr. Speaker, if we are to restore market
confidence, and investors and workers are to
be made whole, Congress must pass a strong
bill that sets penalties, protects whistleblowers,
sends wrongdoers to jail, and ensures trans-
parency.

Assets required through fraud and betrayal
of confidence should not be allowed to stand
when countless Americans close to retirement
must now rethink how they will downgrade
their retired lives.

Mr. Speaker, indeed, if crime does not pay.
Congress must reaffirm that truth. We cannot,
and must not, remain confused and weak in
our response to this crime wave.

We are a free market and American busi-
ness interests but American business must
begin to conduct itself like it is interested in
Americans.

Mr. OXLEY. Mr. Speaker, I yield 1
minute to the gentleman from New
Jersey (Mr. FERGUSON).

Mr. FERGUSON. Mr. Speaker, I rise
in strong support of this conference re-
port. We have heard a lot of partisan
posturing in the last several weeks
about this issue and trying to use this
issue for partisan gain. This issue is
not about partisan politics, this is
about people, hard-working Americans
who play by the rules, working toward
their own retirement and economic se-
curity.

Today we can finally put the partisan
bickering aside and pass real reforms
that are going to save and protect the
retirement security of millions of
Americans. This is not a win for either
side on the political aisle, this is a win
for employees and investors and our
free market system that is based on
the concept of trust.

Both the bill we passed in April and
the bill that the Senate passed more
recently had good provisions, and this
bill before us today, the conference re-
port, combines the strongest features
of both bills. It incorporates strong ac-
counting oversight and bans firms from
offering services that create conflicts
of interest. It establishes tough crimi-
nal penalties because corporate crimi-
nals should not be allowed to keep the
money at the expense of hard-working
Americans who wind up suffering. No
more mansions, no more yachts, no
more private jets or guaranteed cozy
retirement packages for corporate ex-
ecutives who betray the public trust.
By passing this legislation, we send a
clear message to the corporate CEOs
and to the accounting firms who mon-
itor their companies, let me be very
clear: If you violate the public trust, if
you flush down the retirement security
of millions of Americans, you will and
you deserve to go to jail.

Mr. LAFALCE. Mr. Speaker, I yield 1
m