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Draft Signing Statement for H.R. 1058
Securities Litigation Reform

Today I am signing into law H.R. 1058, the "Private : _
Securities Litigation Reform Act of 1995." This Act has recelvei“"
broad bipartisan support as well as support from the investor and
business communities. The Act is designed to reform portions of
the federal securities laws to end litigation abuses while
protecting the rights of investors to pursue civil actions
against financial fraud.

The current system for dealing with securities fraud
litigation is sorely in need of repair. Changes in stock prices .
are a necessary part of our economic system, and should not be an:
excuse for expensive litigation that is paid for by stockholders -
and distracts management from pursuing the ’opportunities for
economic growth so vital to this country.. And markets will .
function more efficiently if corporations are.able to provide the
public with their best good faith assessment of future prospects
-- which are by their very nature uncertain -- without fear of
costly litigation should that assessment turn out to be wrong.

Provisions of this bill will deter frivolous litigation,
increase investor control of class actions, prohibit use of
"professional plaintiffs," reform the method of calculating
attorneys’ fees relating to settlement of a class action, and
significantly improve the information stockholders will receive
prior to deciding whether to accept a settlement offer. The
Securities and Exchange Commission would clearly be authorized to
bring aiding and abetting actions, ending uncertainty caused by
the Supreme Court’s 1994 decision in Central Bank. And, the
quantity and quality of information available to 1nvestors should
be 1mproved by reducing substantially the litigation risk to
companies that make forward-looking statements, provided they
include meaningful cautionary statements about risk factors
important to the outcome projected.

Despite its improvements over the existing system, however,
I sign this bill with mixed feelings. While the bill improves
upon the status quo in a number of ways, it also raises some
questions. For example, I am concerned that both the revised X
pleading standard and the Rule 11 and bonding provisions if
interpreted without regard to the purpose of the securities laws
-- to inform and protect investors -- could impair the ability of
investors harmed by actual fraud to obtain redress. Similarly,
the Act’s safe harbor must not become a license to lie -- or to
omit discussion of critical or particularly important risk
factors. The term "meaningful cautionary statements" must be
interpreted to require inclusion of these factors. I am also
disappointed that Congress did not reinstate private plaintiffs’
right to sue those who aid and abet a securities fraud, nor did
it extend the statute of limitations on these cases to the more
reasonable period that obtained before the Supreme Court’s

~ decision in Lampf et al v. Gilbertson.
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It is egSential that this Act not move us from an era™
irresponsible and expensive litigation to an era of unredressed
fraud. 1I- i the Securities and Exchange Commission, as
the agency of government directly charged with implementing the
securities laws and protecting investors, to monitor the
implementation and impact of this legislation carefully -- and to
increase enforcement activities if necessary. The budget plan I
submitted to Congress last week authorizes and expands fees
assessed upon transactions in the securities and bond markets.
Combined with future appropriations, these fees will improve the
Commission’s ability to enforce securities laws and to protect
investors. I am also asking the Commission to report to me and
to the Congress next December 15 about the impact of this
legislation on the effectiveness of the securities laws and on
investor protection. 1In the event there are indications that
portions of the Act are having a negative impact on the 1ntegr1ty
of our markets, I will recommend amendments. !

.This Act has been the subject of much concern from
interested parties on all sides. I believe there is much in it |
that will strengthen our markets while maintaining the level of
protection from fraud to which American investors are rightly
accustomed. We will be watching carefully to make certain the
Act achieves this promise without adverse consequences.

CLINTON LIBRARY PHOTOCOPY



FROM LSK&B 992-1828

MAIN FAXY 992-5820 12,12,1995 14:1¢ NO. 43 P2
DEC-12-1995 14:13 COVINGTON & BURL ING F:.L—B '

o2 662 6251 P.03

~am

bLlNTON LIBRARY PHOTOCOPY

Draft Signing Statement for H.R. 1058
Securities Litigation Refo

Purrou of

Today I am signing into Yw H.R. 1058, the "Private
Securities Litigation Reform/Act of 1995." This Act has receivad
broad bipartisan suppert as/well as eupport from the investor and
business communities., ThejAact is ; to reform portions of

the federal securities laws litigation abuses,while ot Tla g'a‘...._-/w-t_
e : the rights of invesfioxs to puzsue civil actiens ’

?M’ against financial fraud. el 7H “ costloy

The current system for dealing with securities & . Preciprivue
1itigation is sorely in need of repair. " stock pricas}vo‘\

ange S

4 RGO EE DY OO e GORNI S AV St S0, —aRd should not bl:“"&‘ﬂ“,s‘oldt'}rohk

: w&m for axpensive litigation thet—~is—paid-for—pystockiioiders, which ‘
and. distracts management from pursuing the 'opportunities for

economie groyth so vital to this country, _And
function Guodtefficiently if co
publie with their bes

provide thé)h/ders fhumselue,

n€f)or\ future prospects ..l;,.;z.ﬂ\ muct
—riite .uncertain—-- yithout fear of 1 fon

Juuvey

Provisiona of

3 wi rivole tigation, ‘N‘“"h
increase investor control of class actiong;-Prohibit use of ,
vprofessional plaintiffs,” yelfornm the nmethod of calculating
attorneys’ fees relating to settlement of a class action, and
significantly improve the information stocknolders will re
prior to deciding whether to accept a sett er. The

ecurities and Exchange Commission w clearly,be authorized to
Being aiding and abetting actions, ending,i inty caused b He cwvret
the Supreme Court's 1994 decision in angii'i Bank. And, th

e
wantity and gquality of lnformation available to investors should
%e. imprgved bcymre.duci.ng subetantially the litigation gisk to Y d
companies that make forward-loeking statemnents, Provided they odoo disclose
meaningful cautionary statements apout risk £
important to the outcome projected.

1

pecpite its improvements over the existing sygted, A Y
I sign tgis bill with mixed feelings. While the bill improves o Mg 9 a.
upon the status quo in a number of ways, 1t also v .
gquestions. For example, I am concerned that both & %g
plaading standard and the Rule 11 and bonding prov ne_ Tave mag '\V
interpreted without regard to the purpese of curities la _
—- to jinform and protect investors —— 4
jnvestors harmed by actual frtudb to Obtaﬂ rﬁdreiz.b S arly, ‘1o
the Aet’s safe harbor must not become a license -= or,t
: i 3 critical or particularly 1:portant ;::)é be LQ_U\W Q
factors. The term Smeaningful cautionary sta eman -
in:erpreted to require 3 5 of these,factors am almo g ]
4hat Congresg [did 3 |
right to sue those who ald/and anet a securities/fra nor—did or fo
iv axtend the aetatute of 1z
reasonabla period that obained before tHe suprege cgurt
decision in Lampf et

\ ]

T and rit o <xcun Beir ) ;és
d.t‘\‘ouﬁt—' _
creee Y o)

£8629Ch3BR, .~  FHNOH AUTIHHPEL  61:E1 S6 S0

. 4"

1629209:01




FROM LSK&B 992-1928 HAIN FAX# 992-5828 12,12,1995 14:17 .ND 43 P 3

— ﬂ~ Iy ' - b . '
DEC-12~1395 14:13 - COVINGTON & BURL ING FL-B

” "™ 202 662 6291  P.@4
A Bheer e i "*"'ﬁ:""\& W O< flae?
paverts, ekt O R WY e Tt X >

gt | GM,&‘:&M:

\
ey, -2 - W ]

Tt ie egéential that this Act not move jus from an era of
irresponsiple and expensive litigation to an era of unredressed
fraud. I the Securities and ExXchahge Commission, as
the agency of government directly charged with implementing the

ecurities laws and protecting investors, to monitor the
mplementation and inmpact of this legislatio

carefully and to C
crease enforcement activities if neaesaary.! The budqa an I L;k '
shbmitted to Congrese last week authorizes and € ¢

2 T
ecesed upon transaction and bond marxets. #,,,,,ﬂ»‘

! appropriations, these fees will improve the [,.JQ;’

! 76 ability to enforce securities laws and to protect *1‘ . siaﬁr
in storsD‘x am algso asking the Commission to report to me and (w“'" :
- ] ta the Congress next December 15. about the impact of this '

" | legisjation on the effectiveness of the securities laws and of . b
invesdor protection. _In the event 4 indications Mratarise Suggesiing
portiocks of the Act P hav%;g a negative impact on the integrity

of our yarkets, I will reco e:md amendments. IV o

act{has been the subject of much concern from

interested pafpties on all sides. I pelieva & nuch in it

- Athat will \strkngthen our markets while maintainihg the level of
protection\frin fraud to which American invesctord are rightly

accustomed. will be watching earefully to a certain the

AGE,&cPieV' promise without adverse conseqyencesy *ulv~9£$*Tf$

1629235 :01

ERETISHEE2 3SN0H 2LIHMWOY4 6T:ET1 65 21-03Q



Draft Signing Statement for H.R. 1058
Securities Litigation Reform

Today I am signing into law H.R. 1058, the "Private Securities Litigation Reform Act
of 1995." This Act has received broad bipartisan support as well as support from the investor
and business communities. The purpose of the Act is [designed] to reform portions of the
federal securities laws [to end] which allow costly litigation abuses, while at the same time
preserve [protectmg] the rights of investors to pursue meritorious civil actlons against
ﬁnanc1a1 fraud.

. The current system for dealing with securities fraud litigation is sorely in need of
repair. [Changes in] Precipitous stock price[s] changes [are a necessary part of our economic -
system, and] should not [be an excuse] solely provide the basis for expensive litigation [that
is paid for by stockholders] which [and] distracts management from pursuing the opportunities
for economic growth so vital to this country and which shareholders themselves ultimately
must pay for. And markets will function [more] most efficiently if corporations [are able to] .
can provide the public with their best [good faith'] assessments of future prospects -- which
by their very nature are uncertain -- without fear of costly and unfounded litigation should
that assessment turn out to be wrong.

Provisions of this bill will deter frivolous litigation, increase investor control of class
action[s] lawsuits, prohibit use of "professional plaintiffs," reform the method of calculating
attorneys' fees relating to settlement of a class action, and significantly improve the
information stockholders will receive prior to deciding whether to accept a settlement offer.
The Securities and Exchange Commission [would] clearly will be authorized to pursue [bring]
aiding and abetting actions, ending the current uncertainty caused by the Supreme Court's
1994 decision in Central Bank. And, the quantity and quality of information available to
investors should be improved by reducing substantially the litigation risk to companies that
make forward-looking statements, provided they also disclose [include] meaningful cautionary
statements. about risk factors important to the outcome projected. ‘

Despite its improvements.over the existing system, however, I sign this bill with
mixed feelings. While the bill improves upon the status quo in a number of ways, it also
raises [some] several questions. For example, I am concerned that both the revised pleading
standard and the Rule 11 and bonding provisions if interpreted without regard to the purpose
of the securities laws -- to inform and protect investors -- [could] may impair the ability of
investors harmed by actual fraud to obtain redress. The pleading standard should not require
plaintiffs immediately to produce a "smoking gun.": Similarly, the Act's safe harbor must not
become a license to lie -- or [to] be interpreted to allow the omission of [omit discussion of] -
critical or particularly important risk factors. The term "meaningful" cautionary statement"

'Good Faith is already current law! /
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must be interpreted to require [inclusion] the disclosure of these types of factors -- and not to
excuse their deliberate concealment. I am confident that the safe harbor provision will .
provide judges with the flexibility to separate meritorious from meritless suits -- as many
federal judges do today under the "bespeaks caution” doctrine.

I am also [disappointed that] dispirited and at a loss to explain why Congress did not
reinstate private plaintiffs' right to sue those who aid and abet a securities fraud, [nor did it]
or to extend the statute of limitations on these cases to the more reasonable period that ‘

obtained before the Supreme Court's decision in Lampf et al v. Gilbertson. Next week I will
transmit to Congress legislation that would restore both of those key investor protections. And
I urge its prompt enactment.

It is essential that this Act not move us from an era of irresponsible and expensive
litigation to an era of unredressed fraud. I [am asking] urge the Securities and Exchange
Commission, as the agency of government directly charged with implementing the securities
laws and protecting investors, to lead the courts to the correct application of these newly
crafted measures through intrepretive rules, to monitor the implementation and impact of this
legislation carefully, and to increase enforcement activities if necessary. The budget plan I
submitted to Congress last week authorizes and expands fees assessed upon transactions .
in the securities and bond markets. Combined with future appropriations, these fees
will improve the Commission's ability to enforce securities laws and to protect investors.’
One by-product of the Act may be that the SEC requires additional resources to carry out
these function, the provision of which I strongly support. 1 am also asking the Commission to
report to me and to the Congress next December 15 about the impact of this legislation on the
effectiveness of the securities laws and on investor protection. In the event [there are] that
indications [that] arise suggesting that portions of the Act [are] hav[ing]e had a negative
impact on the integrity of our markets, on investor confidence in the qualith of information
disseminated by publically traded companies or on the ability of legitimate plalntlffs to have
their day in court under fair rules, I will recommend amendments.

This Act has been the subject of much concern from interested parties on all sides. I
believe [there is] that much in it [that] will strengthen our markets while maintaining the level
of protection from fraud to which American investors are rightly accustomed. As Oliver
Wendell Holmes once said, however, the law is nothing but a prediction of what the courts
will do. I [We] will be watching carefully to make certain the Act achieves [this] its promise
without adverse consequences to investors.

2Jeff thinks that this bolded part is bullshit. The budget remains flat.
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STATEMENT BY THE PRESIDENT

Today, I have signed into law H.R; 4392, the “Intelligence Authorization
Act for Fiscal Year 2001.” The Act authorizes appropriations for intelligence and
intelligence related activities of the United States during fiscal year 2001. This
legislation contains numerous provisions that will contribute to the effectiveness,
efficiency and security of essential U.S, intelligence activities. |

This Act also establishes a new felony offense for the unauthorized disclosure of
classified information. Specifically, tFhe Act prohibits a person with authorized
access to clagsified information from disclosing classified information to someone
he or she knows is not anthorized to receive it. This applies only to information
that is propetly classified under the applicable Executive Order, meaning that a
proper determination was made that its unauthorized disclosure of that information
reasonably could be expected to result in damage to the national security. In that

- connection, it is important to note that -Fthe Bxecutive Order thatrequires-that

. determination-also specifically prohibits classifying information in order to conceal

violations of law, inefficiency, ot administrative error or to prevent embarrassment
to the government.

Unauthorized disclosures of classified information can be exfremely es H-88
harmful as-espionage-in-terms-of petential-danger-to the national security interests
of the United States. Fhey- Unauthorized disclosures can hinder the-my ability to

make decisions affecting our nation’s security and put at risk the- scarce and
irreplaceable intelligence sources and methods indispensable for acquiring the

" information necessary in order to male fes-those decisions_in the most best
possible way—¥a-generatAlthough I believe it would probably be preferable -the

. preferred-way-to address this problem is-through stricter application of personnel
security praetices-practices, including end administrative sanctions_where
appropriate, —Fhis- this law may provide an even stronger deterrent. I am
concerned to ensure, however, that this new provision -itnot be appliedina
manner that could chills legitimate, Constitutionally protected activity or turss
debates-over-the-exereise- transform questions of judgment into criminal referrals.
For these reasons, I believe it i3 extragrdinarily impottant Fexpeet-that the Justice
Department swill-use its prosecutorial discretion wisely when apparently
unauthorized disclosures are referred to it for possible prosecution undcr this new

L)_rOVI sion.
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Today, I have signed into law H.R. 4392, the “Intelligence Authorization Act for Fiscal
Year 2001.” The Act authorizes appropriations for intelligence and intelligence related activities
of the United States during fiscal year 2001. This legislation contains numerous provisions that
will contribute to the effectiveness, efficiency and security of essential U.S. intelligence
activities. bl Zon

classified information. Specificdlly, the Act prohibits a person with authorized access to
classified information from disglosing classified information to someone he or she knows is not
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Today, I have signed into law H.R. 4392, the “Intelligence Authorization Act for Fiscal
Year 2001.” The Act authorizes appropriations for intelligence and intelligence related activities
of the United States during fiscal year 2001. This legislation contains numerous provisions that
will contribute to the effectiveness, efficiency and security of essential U.S. intelligence
activities. :

This Act also establishes a new felony offense for the unauthorized disclosure of
classified information. Specifically, the Act prohibits a person with authorized access to
¢lassified information from disclosing classified information to someone he or she knows is not
authorized to receive it. This prohibition applies only to information that is properly classified
under the applicable Executive Order, meaning that a proper determination has been made that
unauthorized disclosure of that information reasonably could be expected to result in damage to
the national security. In this connection, it is important to note that the Executive Order also
specifically prohibits classifying information in order to conceal violations of law, inefficiency,
or administrative error or to prevent embarrassment to the government.

Unauthorized disclosures of classified information can be extremely harmful to the
national security interests of the United States. Unauthorized disclosures can hinder my ability
to make decisions affecting our nation’s security and put at risk scarce and irreplaceable
intelligence sources and methods indispensable for acquiring the information necessary to make
those decisions in the best possible way. Although many of the problems this legislation seeks to
address should normally be handled through strict application of personnel security practices,
including administrative sanctions where appropriate, this new law provides an alternative in
~ circumstances where other measures may be necessary. I strongly believe, however, that this
new provision should not be applied in a manner that could chill legitimate activity or transform
questions of judgment into criminal referrals. It is extraordinarily important, therefore, that the
Justice Department use its prosecutorial discretion wisely when apparently unauthorized
disclosures are referred to it for possible prosecution under this new provision.
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Today, I have signed into law H.R. 4392, the “Intelligence Authorization Act for Fiscal
Year 2001.” The Act authorizes appropriations for intelligence and intelligence related activities
of the United States during fiscal year 2001. This legislation contains numerous provisions that
will contribute to the effectlveness efficiency and security of essentlal U.S. mtelhgence
activities.

This Act also establishes a new felony offense for the unauthorized disclosure of
classified information. Specifically, the Act prohibits a person with authorized access to
classified information from disclosing classified information to someone he or she knows is not
authorized to receive it. This prohibition applies only to information that is properly classified
under the applicable Executive Order, meaning that a proper determination has been made that
unauthorized disclosure of that information reasonably could be expected to result in damage to
the national security. In this connection, it is important to note that the Executive Order also -
specifically prohibits classifying information in order to conceal violations of law, inefficiency,
or administrative error or to prevent embarrassment to the government.

Unauthorized disclosures of classified information can be extremely harmful to the
national security interests of the United States. Unauthorized disclosures can hinder my ability
to make decisions affecting our nation’s security and put at risk scarce and irreplaceable
intelligence sources and methods indispensable for acqumng the 1nformat10n necessary to make
those dec151ons in the best p0531b1e way. A hough-Ik 8-V ely-be

administrative sanctions where appropriate, I strongly believe, however, that this new provision
should not be applied in a manner that could chill legitimate activity or transform questions of
judgment into criminal referrals. It is extraordinarily important, therefore, that the Justice
Department use its prosecutorial discretion wisely when apparently unauthorized disclosures are
referred to it for possible prosecution under this new provision.
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STATEMENT BY THE PRESIDENT!

| Today, I have signed into law H.R. 4392, the “Intelhgence Authorization ’/‘
Act for Fiscal Year 2001.” The Act authorizes appropriations for intelligence and L/“;

intelligence related activities of the United States during fiscal year 2001. This \. 3
legislation contains numerous provisions that will contribute to the effectiveness, 7
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