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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 receive 
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 wtth securities fraud 
litigation is sorely in need of repair. Changes iri 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 pursuil'!g t:Q.e •opportuni ties for 
economic growth so vita1 to this country.· And markets will 
function more efficiently if corporations are.able to provide the 
public with their best, good faith assessmep~ 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 investors should 
be improved 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 
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 e ential that this Act not move us from an era 
irresponsi e and expensive litigation to an era of unredressed 
fraud. 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 ~ffectiveness of the securities laws and on 
investor protection. In the event there are indications that 
portions of the Act are having a negative impact on the integrity 
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 992-1028 MAIN FAX# 992-5820 12.12.1995 14:16 N0,43 p • 2 

DEC-12-1995 14=13 COVINGTON·& BURLING FL-8 202 662 6291 P.03 

'CLINTON LIBRARY PHOTOCOPY 

! 



FROM LSK~B 992-1028 MAIN FAX# 992-5820 12,12.1995 14:17 

202 662 6291 

- 2. -
VJI-~ 

e ential that thi~ Act not move us from an era of 
e an~ expensive litigation to a era of unredressed 

fr~ud. I the securities and sxcha 9e co~ission, as 
the aqency of qo~ernmen~ directly char9ed wi h implementin; the 
courities laws and protecting investors, to monitor the ~ 
mplement~~ion and im~aet of this le;islatio Hrefully~--'and to 

crease enfo~ce~an~ ~c~ivities if neceaaary. The budQ~ an I 
s bmitted to Canqres~ laat W@@K authorizes an e an ~eR 
a as sed upon transaction · · an onel 1'1\arxets · 
Co binect wi appropriations, these fee~ will impJ:"OVQ the 
Co · n'S ability to enforce ~~Qu~itieG laws afid to prot~ct 
in st~rs~X am also askin~ the Commission to report to me and 

N0,43 

P.04 

? j t~ t e conqress next December 15.about the impact of this 
, legi ation on the effectiveness of the securities l&W$ an4 on . 

1 ~ ~invea r protection. tn the event indications ~~r\S~ 
~portio 3 of the Act~ hav~· a negative 1~ ct on the integrity 

of our arx.et!'i ! will reco end amendnlents. ~ 
e M..t 

Thi Act h~s been the subject of much concern from 
intere$\:.e pa t1eias on all sioe$. I 'believo t · much in it 

,r4Ltha* wil1 tr ngthen our markets while maintaini g the level of 
p~oteetion fr m fra~d to waien Ame~ican investor are r1qhtly 

p. 3 

accustomed. will be watoh~ng earefully to Q certain the 
A~t_,PC~iev. ~ • promise Without adverse eonse enee"r(_ --\., '" v~shf"S 

ft. oLU, 1 ~ ~~ ~ ha-vt 
tJ.P 

* f'""' ,e;,"Jf..J. /. /w;t /1..W. ct., ; .... ~ b.~ 
JAir ,..~ CLINTON LIBRARY PHOTOCOPY 

rn:~d 



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 199 5." 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 tprotecting] the rights of investors to pursue meritorious civil actions against 
financial 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 ·faith1

] 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 hill 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. II 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" 

1Good 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 agencyof 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 futur·e appropriations, these fees 
will impr·ove the Commission's ability to enforce securities laws and to pr·otect investors.

2 

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. 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. 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 ofinformation 
disseminated by publically traded companies or on the ability of legitimate plaintiffs 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. 

2 Jeff thinks that this balded part is bullshit. The budget remains flat. 
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OCT. 17. 200121 5: 07PI'I LEGAL 

STATEMENT BY THE PRESIDENT 

Today, I ha.ve 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 cont:Jibute to the effectiveness, 
efficiency and security of essential U.S. intelligence activities. 

This Act also establishes a new felony offense for the Un.authorized disclosure of 
classified information. Specifically, t~he Act prohibits a person with authorized 
ac~ess to classified infonnation from disclosing classified infonnation to someone 
he or she_knows is not authorized to r~ceive it. This applies only to infonnation 
that is properly classified tinder the applicable Executive Order, meaning that a 
proper determinati.on was mad~ that its unauthorized disclosure of that information 
reasonably could be expected to result in dmnage to the national security. In. that 

·connection, it fs in1porta:nt to note that -+the Executive Order that requires that 
. ~-ties-also specifically prohibits classifying ir1fonnation in order to conceal 
violations of law, inefficiency, or administrative error or to prevent embarrassment 
to the government. 

Unauthorized disclosures of classified infonnation can be extremely f,Wery bit -e.-s 
hatmful as espionage in tenns ofpoten.tial danger to the national ,secuptv interests 
of the United States. They Un.autho:ri.zed disclosures can hinder tfle-.my ability to 
make decisions affecting our nationts security and put at risk #le- scarce and 
irreplaceable inteiligence sources and methods jndispensable for acquiring the 
irifonnation necessary in order to maJ.ce f&f-those decisions in the m.ost best 
possible way. In genert:i-lAlthough I believe it would probably be J)referable ~~ 
preferred-way-to address this problem ~through stricteF application of personnel 
security ~t!tact1ces. including f:ifi€1 administrative sanctions where 
appropri.ate.L. This .. this law may provide an even stronger deterrent. I am 
concerned to ensur,~, however, that this new provision -#-not be applied in a 
manner that could c~hills legitimate, ConstitutionaUy protected activity or tams 
~er~ transform questions of judgment into criminal referrals. 
For these reasons, J believe it i~ extraordinarily important ~~that the Justice 
Department will-use its prosec1.1torial 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 200.1." 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. ,, 1 .-~ .,, .,, {{"'" 

This Act also establishes new felony offense for the unauthorized disclosure of 
classified information. Specific lly, the Act prohibits a person with authorized access to 
classified information from dis osing classified information to someone he or she knows is not 
authorized to receive it. This .applies only to information that is properly classified under tfte" 
al'fllieEtble Executive Order, meaning that a proper determination a e t at· unauthorized ' 
disclosure of that information reaSo"nably/cau]d..be expected to result in damage to the national 
~ connection, it is important to note that the Executive Order ifically ? ? 

*~' prohibits classifying information in order to conceal violations oflaw, 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 iny 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 in order 
to make those decisions in the most best possible way. Although I believe it we1::1ld prob~e 
preferable to address..this problem thl:ough striet application ofpersmmet 3eet1rity practi~, 
inch:1diag administrative sanetieRS-Where appropriate, this-lav.r may-pt=<Wi.G~~~~~~~-
eeterrent. I e . flhis new provisio ot e applied in a manner 
that could chill legitimate d activity or transform questions of judgment 
into criminal referrals. F s, ~ve · s extraordinarily important that the Justice 
Department use its prosecutorial dis etioc:· when a unauthorized disclosures are 
referred to it for possible prosecutio under t is 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 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 
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 oflaw, 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 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 
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 infoimation 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. A~hhcliet,'s-ik-would probtWly be pFefticrhlo to 
.ae•:ew·rnr-M~m through strict application of ersonnel securi ractices · i 
administrative sanctions where appropriat~. 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 PRESIDEN 

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 . fir 
legislation contains nun1erous provisions that will contribute to the effectiveness, :1/ 
efficiency and security of essential U.S. intelligence activities. frJ4,J,-ft.,.., {, 

This Act also establishes a new felony offense for the unau rized disclosure of 
classified infonnation. Specifically, t!phe Act prohibits person with authorized 
ac~ess to classified information from disclosing class· 1ed infonnation to someone 
he or she knows is not authorized to receive it. This pplies only to infonnation 
that is properly classified ttnder· the applicable Executive Order, mearung at a 
proper detemnnati.on \\las mad~ that iirunauthorized disclosure of that i11formation 
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~~also specifically prohibits classifying information in order to conceal 
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