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GENERAL LEAVE 

Mr. FRANK of Massachusetts. Mr. 
Speaker, I ask unanimous consent that 
all Members may have five legislative 
days within which to revise and extend 
their remarks on H.R. 1257, and to in-
sert extraneous material thereon. 

The SPEAKER pro tempore. Is there 
objection to the request of the gen-
tleman from Massachusetts? 

There was no objection. 
f 

SHAREHOLDER VOTE ON 
EXECUTIVE COMPENSATION ACT 

The SPEAKER pro tempore. Pursu-
ant to House Resolution 301 and rule 
XVIII, the Chair declares the House in 
the Committee of the Whole House on 
the state of the Union for the consider-
ation of the bill, H.R. 1257. 

b 1720 

IN THE COMMITTEE OF THE WHOLE 
Accordingly, the House resolved 

itself into the Committee of the Whole 
House on the state of the Union for the 
consideration of the bill (H.R. 1257) to 
amend the Securities Exchange Act of 
1934 to provide shareholders with an 
advisory vote on executive compensa-
tion, with Mr. WEINER in the chair. 

The Clerk read the title of the bill. 
The CHAIRMAN. Pursuant to the 

rule, the bill is considered read the 
first time. 

The gentleman from Massachusetts 
(Mr. FRANK) and the gentleman from 
Illinois (Mr. ROSKAM) each will control 
30 minutes. 

The Chair recognizes the gentleman 
from Massachusetts. 

b 1720 

Mr. FRANK of Massachusetts. Mr. 
Chairman, I yield myself such time as 
I may consume. 

This is a bill to further the workings 
of the capitalist system of the United 
States. It has one very specific provi-
sion. It says that the shareholders, the 
owners of public corporations, will be 
allowed to vote every year in an advi-
sory capacity on the compensation 
paid to their employees who run the 
companies. 

Now, Mr. Chairman, some might 
think this is unnecessary. In a better 
world, it would be. But there is not now 
any clear-cut, uniform, legal right for 
the shareholders to get such a vote. 
Some corporations allow it, some do 
not. Some boards of directors allow it, 
some do not. In a recent case, the SEC 
ordered AT&T to allow such a vote, but 
it was because of certain cir-
cumstances. There is no general prin-
ciple that allows it. 

We do have, thanks to the Securities 
and Exchange Commission under our 
former colleague from California, Mr. 
Cox, a provision that I am sure many 
considered to be an intrusion into the 
private affairs of corporations, because 
without regard to the wishes of the 
corporations, the SEC under Chairman 
Cox has unanimously adopted rules 
that require corporations to put in the 

annual proxy form a chart of com-
pensation for the top officials and an 
explanation of the theory of the com-
pensation by which they are there. 

Understand that this is a decision by 
the SEC to require corporations to do 
what they would not otherwise have 
done, because it only applies to those 
who haven’t done it. 

We add one simple fact here. The SEC 
has said that it does not have the 
power to go further and compel cor-
porations to allow the owners to vote. 
Our bill simply does that. Our bill sim-
ply says, you will have on your proxy 
form, printed anyway, what the com-
pensation figures are. There is no de-
bate about how they will be presented. 
We require, if this bill passes, corpora-
tions simply to add to that a box that 
says ‘‘I approve/I disapprove,’’ and you 
can check it as appropriate. And the 
sole expense to the corporation is the 
ink in printing ‘‘approve’’ or ‘‘dis-
approve,’’ and the tallying along with 
the other tallying. There is no addi-
tional paper, there is no additional 
anything else. 

We have had a situation in which 
people, including the President of the 
United States, have acknowledged that 
in some cases CEO compensation has 
become excessive. I believe that that is 
clearly the case. A study done by Pro-
fessor Lucian Bebchuk at Harvard, 
unrefuted by the defenders of the cur-
rent corporate compensation system, 
notes that the amount of corporate 
profits going to the salaries for the top 
three employees, the compensation to 
the top three employees has about dou-
bled to the point where a year or so ago 
it was nearly 10 percent. 

We are talking about real money. We 
are talking about money that goes to 
these top executives that could be used 
for other purposes. For example, when 
Mr. Nardelli of Home Depot received a 
$210 million good-bye kiss that had 
been written into his contract, when he 
was fired and given a $210 million con-
solation prize, Home Depot was at the 
same time announcing that they were 
putting $350 million into improving the 
stores. Well, suppose Mr. Nardelli had 
been sent out into the cold, hard world 
with only $50 million for the rest of his 
life. $160 million more would have been 
available to add to that $350 million for 
the stores, considerably more than a 
third. In other words, that was a real 
number. If $350 million can fix up the 
stores significantly, another $50 mil-
lion or $75 million could have increased 
that by up to 50 percent. 

The President himself has acknowl-
edged that the compensation has got-
ten out of hand. But from the stand-
point of the President, excessive CEO 
compensation, increased inequality in 
our economy, which is a part of this, 
global warming, they all have certain 
common elements; the President and 
some of his supporters have reluctantly 
acknowledged the reality of those 
things, having denied them for some 
time, but they appear to regard them 
as facts of nature that were neither 

caused by nor can be corrected by 
human action. We disagree with that. 

Now, people have suggested that the 
salaries are too high and Congress 
should limit them. We reject that. This 
bill as we have presented it does not in-
trude into the process of setting com-
pensation. 

Mr. Chairman, some of the amend-
ments offered would do that. There are 
amendments that would alter the ef-
fect of this, depending on the kind and 
amount of compensation. I think those 
are erroneous. I think some of my 
friends on the other side have become, 
in their zeal to defend corporate com-
pensation levels, de facto, in a bad situ-
ation. They would be more intrusive. 

All we say is this: The shareholders 
own the companies, and we believe the 
shareholders should be allowed to vote. 

Now, some people have said that is 
up to the board of directors, why are 
you singling out compensation for the 
CEO? And there is a good reason. You 
can make arguments about corporate 
governance one way or the other. We 
are not going beyond one point here. 
The relationship between the CEOs and 
the boards of directors is very different 
than most of the relationships the 
boards of directors have. The CEOs and 
the boards of directors select each 
other. There is a lack of an arm’s 
length situation there that we think 
makes it appropriate to single it out 
and let the shareholders vote. 

It is only an advisory vote, that is 
true, and you will hear the contradic-
tory argument that we are both too in-
trusive and not sufficiently intrusive 
into the affairs of the corporations. 
But we have more confidence in the 
boards of directors than some of our 
colleagues. Not completely, or we 
wouldn’t have this bill. But we do not 
think boards of directors will likely 
disregard an advisory opinion from the 
shareholders and, therefore, we think 
that is an important input that the 
board should have. They have their ul-
timate responsibility, and maybe they 
will find some special circumstance 
that says, we can’t follow in this case. 
The shareholders own the company, 
and we are simply giving them this 
right. 

The last point is, and we have heard 
people say, well, you are interfering 
with the affairs of the corporation. 
Corporations do not exist in nature; 
they are the creations of positive legis-
lative action. No corporation anywhere 
has powers except those that are given 
to it by a government, and govern-
ments tell the corporations what pow-
ers they have, what immunities they 
have, and what rules they follow. The 
SEC just intruded very deeply into the 
affairs of corporations by requiring the 
posting of the compensation. 

We say that under current rules, in-
cluding some State laws, and it varies 
from State to State, the shareholders 
don’t have enough rights. And all we do 
here is empower the shareholders to 
vote on the compensation of the people 
who work for them. 
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The last dogma I would deal with is, 

well, how can the shareholders know 
that? It is extraordinary to me, Mr. 
Chairman, to listen to people who ordi-
narily are quite respectful of the wis-
dom of the market. And what is the 
market? The market is the people who 
buy the shares. Those are the people 
who make up the market. And appar-
ently this group of people who are the 
shareholders are in most respects quite 
wise. But when it comes to deciding 
how much to pay the people who work 
for them, they get stupid, and this is 
somehow beyond their capacity. 

We disagree with that. We think this 
is a moderate and temperate approach 
to the issue of runaway compensation, 
excessive compensation, not in every 
case, and in every case it wouldn’t be 
used negatively. 

I should have said one other thing. 
No one has shown any correlation be-
tween these outsized compensation ex-
amples and any metric of success. In-
deed, too often they are metrics of fail-
ure because they are payoffs to get peo-
ple to leave quietly. 

So we hope that this bill will be 
adopted and that shareholders who own 
the companies will have the right to 
express their opinion to the boards of 
directors on the level of compensation 
for the top employees of the company. 

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

Mr. ROSKAM. Mr. Chairman, I yield 
myself such time as I may consume. 

I rise, Mr. Chairman, in opposition to 
H.R. 1257. But first of all, I want to 
compliment the chairman and the 
ranking member who ran a very good 
process, had fruitful hearings, but nev-
ertheless I think came up with a faulty 
product. 

b 1730 

We all tend to sometimes argue in 
the alternative, picking and choosing 
those things that we want to focus on, 
and I find it ironic that the chairman 
has, in one way, this very, very high 
view of the marketplace and, in an-
other way, demonstrates a fairly low 
view of the marketplace. 

This is all about the level, Mr. Chair-
man, at which we choose to intervene. 
We saw the marketplace respond posi-
tively just a couple of weeks ago. Mor-
gan Stanley, at their annual meeting, 
those shareholders decided not to take 
up this question of executive com-
pensation. The same thing happened, 
Mr. Chairman, at the Bank of New 
York recently. 

So what is the question before the 
House today? The question before the 
House is, when there is a difficult situ-
ation that comes forward, admittedly a 
difficult situation that the chairman 
recently called a fact of nature, and 
that is overly compensated executive 
employees, what does the House do? 
Does the House rush in? 

I would suggest that the bill as pre-
sented currently is an overreaction. It 
is reaching in, and if we are going to be 
dabbling in this notion of executive 

compensation, Mr. Chairman, then I 
would suggest that we need to go all 
the way and try and take on other 
highly compensated employees. 

What we will hear, I think, from the 
various speakers on our side of the 
aisle is trying to lay out a rationale, 
trying to lay out how we ought best to 
do this because I will tell you this. I 
think the great challenge before us as 
Members of the House is, how do we 
create the environment where people 
want to invest in our country, how do 
we create the environment where the 
best and the brightest among us want 
to go into public companies because I 
will suggest, Mr. Chairman, that the 
reaction of the past Congress or two on 
some of these things has unfortunately 
created an environment that is 
regulatorily very, very difficult, and it 
now creates among us the problem of 
people who say, look, it is simply not 
worth my time to go into a public com-
pany. I am one of the sharp ones; I am 
going to go into the private equities 
and so forth. 

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

Mr. FRANK of Massachusetts. Mr. 
Chairman, I yield 5 minutes to the gen-
tleman from Georgia (Mr. SCOTT), one 
of the most active members of our 
committee and a man with significant 
business experience. 

Mr. SCOTT of Georgia. Mr. Chair-
man, thank you very much. 

Let me first start by commending 
our chairman for taking on this very 
important and timely issue. This is an 
issue that speaks to the issue of con-
fidence in the American enterprise sys-
tem. There is no more greater issue 
that we need to deal with, and I think 
what the major point that we need to 
emphasize here is that there is a prob-
lem, and obviously there is a terrific 
problem. There is a terrific problem on 
several layers. 

Let me start with the first layer. 
First of all, we have a problem where 
we have a stretch of the differences be-
tween what the average worker is mak-
ing in the American economy and this 
huge leap by multibillions of dollars by 
what CEOs are making. This is not an 
aberration. This is a fact in case after 
case. 

Plus, on top of that, none of these 
performances for these huge CEO pack-
ages are done based upon performance. 
As a matter of fact, some of the most 
outrageous demonstrations of this have 
been corporate CEO packages that have 
rewarded companies with hundreds of 
millions of dollars in their packages 
for a lack of performance, even while 
their company has been going down, 
even while their company has been lay-
ing off people, even as they have turned 
their backs on their pension obliga-
tions to employees. No, this is not an 
aberration, and there is a hue and a cry 
from the American people across the 
American landscape that is saying 
something must be done. 

Now, we are the people’s representa-
tives, and what the chairman has put 

forward, and I certainly appreciate the 
chairman for allowing me to have an 
opportunity to work with him on this, 
what we are putting forward here is ba-
sically a fair and moderate response, 
no overreaction. 

We have taken the marketplace with 
its basic components. What is the most 
important attribute of our system? It 
is the free marketplace. And what is 
the most important part of that? It is 
the exchange of stock ownership. And 
who plays that most important role 
there? It is the investor. Once that in-
vestor begins to lose confidence, we are 
all in a world of trouble. 

There is nothing in our bill that 
mandates a certain salary level, none 
of that. Our bill simply says: Let us let 
the system work. What is wrong with 
ending these egregious characteristics 
of what is happening in the market-
place as far as CEO packages is con-
cerned? It begs for the shareholders 
who own the company to at least have 
a say, a nonbinding say. 

We understand the fragility of what 
we are doing. We are doing this in a 
gingerly manner. But let me just state 
to you in closing that all of the stud-
ies, and there will be some amend-
ments which will come forward, some 
wanting to study this issue, some say-
ing let the SEC rules work out, but 
what the American people and what 
the investor and what the situation 
cries out for are two things: trans-
parency and accountability. That is 
the hallmark of what we are doing. We 
are bringing accountability, and we are 
bringing transparency to what is clear-
ly, from all of the media accounts, 
from all of the evidence presented to us 
is clear, and it is dangerous, and it is 
present. What we have and what we are 
responding to is something that is 
clearly a clear and present danger to 
the future and the heart of our free 
economic system. 

Mr. ROSKAM. Mr. Chairman, I yield 
5 minutes to the gentleman from Dela-
ware (Mr. CASTLE). 

Mr. CASTLE. Mr. Chairman, I thank 
the gentleman from Illinois for yield-
ing, and I thank you, Mr. Chairman. 

I rise in opposition to H.R. 1257, the 
Shareholder Vote on Executive Com-
pensation Act, which seeks to ensure 
that shareholders have a say in their 
company’s executive compensation and 
disclosures. 

Let me just say that I agree with 
both the speakers on the other side so 
far. There is a problem with CEO and 
other high-level compensation in the 
United States. I happen to disagree 
with the solution which is offered by 
this legislation. In fact, I would urge 
that this solution probably will not be 
a solution. I would like to go through 
that if I could. 

In July 2006, the Securities and Ex-
change Commission, the SEC, adopted 
a package of rules designed to enhance 
the transparency of proxy compensa-
tion disclosure for CEOs, CFOs and the 
other three highest paid executive offi-
cers and directors, the first major re-
form since 1992. These new disclosure 
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requirements are being implemented 
for the first time and are a major step 
forward in promoting transparency and 
arming shareholders with detailed in-
formation on how executives are being 
paid. Therefore, we are attempting to 
legislate in this area before there is 
any evidence to suggest that the cur-
rent SEC robust disclosure require-
ments are not working. 

The bill before us intends to prevent 
excessive executive compensation. Yet, 
at a Financial Services Committee 
hearing on March 8, all six witnesses 
agreed that a better way to prevent 
unmerited pay would be to require that 
publicly traded corporations adopt ma-
jority voting policies for the election 
of board members. At the present time, 
more than 150 stockholder proposals re-
lating to majority voting have been 
filed, and more than half of the compa-
nies in the S&P 500 have some form of 
majority voting policy in place. Fur-
thermore, company organization and 
structure is traditionally governed by 
State law, while Federal securities 
laws generally govern the disclosure of 
information to investors. 

In my home State of Delaware, cor-
porate laws are already providing 
shareholders with majority votes. Ma-
jority voting enables stockholders to 
more easily unseat directors they be-
lieve have made poor judgments. The 
law enables stockholders to focus on 
compensation committee members in 
particular if they so choose. 

In addition, compensation for execu-
tives of publicly owned companies list-
ed on the New York Stock Exchange is 
determined by a compensation com-
mittee that is composed of totally 
independent directors. 

b 1740 

Clearly, the market and States are 
active in working in this area. H.R. 
1257 intends to provide shareholders 
with an advisory vote on executive 
compensation. However, public com-
pany equity is overwhelmingly in the 
hands of intermediaries like retire-
ment plans and mutual funds that 
manage the economic interests on be-
half of others. Therefore, the actual 
shareholder is already two steps re-
moved from the holders of the true eco-
nomic interests in the company. 

In addition, intermediaries often rely 
on advice, sellers like the Institutional 
Shareholder Services, ISS, when voting 
on company proxies. Consultants such 
as the ISS are often criticized for their 
particular biases and their lack of 
transparency in their decision-making. 

It greatly worries me that this bill 
could set a precedent of giving activist 
institutional investors who may have 
their own political and social agendas 
unrelated to the financial wealth of the 
companies more influence. 

This legislation presents a counter-
productive change to an American ap-
proach to corporate governance that, 
while not perfect, has produced better 
results for stockholders than any other 
financial system in the world. I have 

an article written by Secretary Robert 
Reich about this, in which he, too, op-
poses the changes that are being pro-
posed here. 

He indicates, ‘‘House Democrats are 
now working on legislation to give 
shareholders the right to have more 
say over pay.’’ And that is a growing 
consensus, but he says it is wrong. 
Shareholders won’t constrain the 
growth of CEO pay because most share-
holders don’t care about it. The vast 
majority own their shares through mu-
tual funds and pension funds and don’t 
know which companies they are in-
vested in at any given moment. Then 
he says later, ‘‘Depending on share-
holders to rein in CEO pay is like rely-
ing on gamblers to rein in the owners 
of Las Vegas casinos.’’ 

That is my concern with this. While 
we have identified the problem, the so-
lution which has been identified in this 
legislation is not the right solution. 
The SEC recently enacted substantial 
new disclosure requirements, as I indi-
cated, governing executive compensa-
tion to ensure transparent compensa-
tion packages, and these requirements 
should be given time to take effect. 
Disclosure is a vital component of our 
financial system, which increases in-
vestor confidence, promotes market 
discipline, encourages fairness in the 
U.S. markets and enables more in-
formed decision-making by investors. 

I believe there are many unintended 
consequences associated with the legis-
lation before us today. Therefore, I 
urge my colleagues on both sides of the 
aisle to join me in opposing this legis-
lation. 

Mr. FRANK of Massachusetts. Mr. 
Chairman, I will yield myself 11⁄2 min-
utes. 

I congratulate the gentleman on the 
high art of selective quotation, because 
he quoted from former Secretary 
Reich. He left out the thrust of the ar-
ticle which was, he was against doing 
this because instead he thought we 
could change the Tax Code. In fact, 
that article is mostly an attack on the 
tax cuts which the gentleman from 
Delaware supported. 

Secretary Reich’s article is essen-
tially, and I will submit it for the 
RECORD under our general leave, I was 
waiting for the gentleman to quote 
those parts of Mr. Reich’s article in 
which he calls for significant increases 
on taxation of upper-income people. I 
have to say to my friend, it is only a 
partial quotation. 

Mr. CASTLE. Reclaiming my time. 
Mr. FRANK of Massachusetts. I am 

on my time. I gave myself a minute. 
The CHAIRMAN. The time has ex-

pired for the gentleman from Delaware. 
The gentleman from Massachusetts 
controls the time. 

Mr. FRANK of Massachusetts. I was 
frankly waiting, and I was dis-
appointed, but that happens a lot in 
life, for the gentleman to get to the 
part of the article that he quoted selec-
tively in which that article says what 
you really want to do is make the tax 

system more progressive. I suppose the 
gentleman didn’t want to quote criti-
cism of tax cuts that he voted for, but 
it did seem to me, if we are going to be 
quoting things, Mr. Reich said not that 
he was opposed to this as a bad idea, 
but that a much better way to do it 
would be to undo the tax cuts that the 
gentleman from Delaware supported at 
the upper brackets. 

Mr. Chairman, I would ask to insert 
in the RECORD the article by Robert B. 
Reich. 

[From The American Prospect, April, 2007] 
DON’T COUNT ON SHAREHOLDERS 

(Robert B. Reich) 
An acquaintance of mine sits on the board 

of a major company that just agreed to pay 
its CEO close to $10 million this year, includ-
ing deferred compensation and stock options. 
I asked him how he and his board colleagues 
could possibly justify that kind of money. 
‘‘No choice,’’ he said. ‘‘That’s what our com-
petition is paying. It’s the going rate.’’ As 
Congress struggles to raise the minimum 
wage to $7.25 an hour, the going rate of CEO 
pay is now $5,000 an hour. 

Polls show most Americans think this is 
obscene. But how to rein in CEO pay? A 
growing consensus believes the best way is 
to give shareholders more voice. New Securi-
ties and Exchange Commission rules require 
companies to inform shareholders in greater 
detail what their companies are paying top 
executives. In recent months, shareholder 
activists have submitted proposals to 60 
companies seeking input on CEO pay. House 
Democrats are now working on legislation 
that would give shareholders the right to 
have more say over pay. 

But the growing consensus is wrong: 
Shareholders won’t constrain the growth of 
CEO pay, because most shareholders don’t 
care about it. The vast majority own their 
shares through mutual funds and pension 
funds, and don’t even know which companies 
they’re invested in at any given moment. 
Their only concern is maximizing the return 
on their total portfolios. They keep the pres-
sure on fund managers to do this by moving 
their savings from funds that underperform 
to those that show better overall results. 

Fund managers, for their part, don’t care 
much about CEO pay, either. They’re look-
ing for companies whose share prices are ris-
ing, and they push firms to get their prices 
up by shifting capital out of those whose 
prices are lagging into those that show more 
promise. 

Presumably, shareholders and fund man-
agers would want to constrain CEO pay if it 
hampered company performance, but it 
hasn’t. While CEO pay has soared over the 
last 25 years, share prices have soared, too. 
Between 1980 and 2003, the average value of 
America’s 500 largest companies rose by a 
factor of six, adjusted for inflation. What 
happened to average CEO pay in those com-
panies? It rose roughly sixfold. Shareholders 
have no reason to complain. They don’t—and 
they won’t. 

Depending on shareholders to rein in CEO 
pay is like relying on gamblers to rein in the 
owners of Las Vegas casinos. Just look at 
Britain. Since 2003, changes in British securi-
ties law have given investors there more say 
over what British CEOs are paid. Nonethe-
less, executive pay in Britain has continued 
to skyrocket, and now just about matches 
that of American CEOs. Companies listed on 
the London Stock Exchange have done suffi-
ciently well that British investors don’t care 
what CEOs are paid. 

The real scandal of CEO pay has almost 
nothing to do with shareholders. It has to do 
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with what’s happened to the pay of most 
other workers as CEO pay has soared. Share-
holder returns have kept up with CEO pay, 
but median wages have not. In 1980, the CEO 
of a major company took home about 40 
times what the median worker earned; by 
1990, that CEO’s pay was about 100 times the 
median worker’s; in 2006, it was close to 300 
times what the median worker earned. (Last 
year, Wal-Mart’s Lee Scott Jr. earned 900 
times the pay of the average Wal-Mart work-
er.) 

CEO pay is part of a much larger problem: 
the growing portion of the nation’s income 
that’s going to a small number of people at 
the top. The pay packages of many denizens 
of Wall Street are even more outrageous 
than CEO pay—last year reaching $40 million 
for top traders and more than a billion dol-
lars for top hedge-fund managers. The new 
stars of Wall Street are private equity funds 
that are buying public companies back from 
shareholders and raking in 20 percent to 25 
percent annual returns for their private in-
vestors—mostly wealthy individuals with 
yearly incomes already in the stratosphere. 

Not since the robber-baron era have in-
come and wealth been as concentrated as 
they are today. This doesn’t threaten share-
holders; after all, most shares are held by 
the wealthy. It threatens democracy, as the 
wealthy use their fortunes to bankroll politi-
cians who tilt public policies in the direction 
of the wealthy—by, say, reducing their taxes 
and cutting public services for everyone else. 
It also threatens our economy, as more and 
more investment decisions are made by 
fewer and fewer people, and as the middle 
class loses its capacity to pay for the goods 
and services the economy produces. 

The answer is not to grant more rights to 
shareholders. It’s to enact a far more pro-
gressive income tax, including a sharply 
higher marginal rate on yearly incomes 
above, say, a measly million. 

Mr. ROSKAM. Mr. Chairman, I yield 
1 minute to the gentleman from Dela-
ware (Mr. CASTLE). 

Mr. CASTLE. In response to Chair-
man FRANK, I would just say, he is cor-
rect. We have not had that debate, by 
the way, on the progressive income tax 
rate. However, he opposes everything 
with respect to this legislation, leading 
up to that little squib at the end as to 
how he would fix that particular prob-
lem. 

I personally think, as I have outlined 
here, there are many solutions to this: 
what the SEC has done, the majority 
election of directors, what the various 
States are doing and where this prob-
lem should be handled. For that rea-
son, I would encourage us to look at a 
different method of addressing what 
you have identified, in my judgment a 
very real problem. 

Mr. Chairman, I yield to the gen-
tleman from Massachusetts. 

Mr. FRANK of Massachusetts. I 
would say to the gentleman, I am baf-
fled by this. On the one hand, this is 
too intrusive, but the gentleman says a 
better way would be to require corpora-
tions to elect directors by a majority. 
That would be a far greater intrusion 
into all of the aspects of the corpora-
tion. 

But I will say this, if the gentleman 
prefers and the Members on the other 
side prefer: that we instead pass legis-
lation that requires all corporations to 
allow a majority election for directors 

in an effective way as an alternative to 
nominations. Maybe we will hold off on 
this bill and consider it. I await that 
bill. 

The gentlemen on the other side are 
all full of other solutions, none of 
which have ever been put to paper. 

Mr. Chairman, I yield 6 minutes to 
the gentleman from Missouri (Mr. 
CLEAVER) a member of the committee 
and a great ethical expert. 

Mr. CLEAVER. Mr. Chairman, today 
I rise in support of H.R. 1257, the Share-
holder Vote on Executive Compensa-
tion Act. I think that it has been going 
on far too long where shareholders and, 
frankly, the American people, have had 
to pay for services not rendered and 
jobs not performed well. 

The chairman of our committee, 
Chairman FRANK, has already spoken 
about Mr. Nardelli. There are others, 
Pfizer’s Henry McKinnell, and he also 
received a $200 million, $200 million 
exit package in spite of the fact that 
his performance was poor. KB Home, 
former CEO, Bruce Karatz, could col-
lect $175 million despite his involve-
ment in backdating stock options at 
the company. Some CEOs were, in fact, 
undeserving of compensation packages 
they received. This is not fair. 

The one that I think troubles most 
Americans the most is Lee Raymond, 
former CEO of ExxonMobil. During our 
committee hearing, I raised this issue 
with our panel to ask if they had any 
problems with the compensation pack-
age for Mr. Raymond. He received a 
$400 million pay and retirement deal as 
the prices of gasoline soared and mil-
lions of hardworking Americans going 
to the pump every single day are pay-
ing more and more money for gas. 

Twelve years ago, when Mr. Ray-
mond became the CEO of Exxon, the 
average price of gasoline was $1.02 a 
gallon. In June, 2006, when he retired, 
the price, the average price of gasoline 
was $2.96 a gallon. Yet he received $400 
million in retirement. The people who 
are watching this debate, the over-
whelming majority, will say to them-
selves, that is not right. 

Now, during the same period of time 
that the CEO of ExxonMobil was build-
ing up for this great exit package, real 
wages for the average American worker 
actually declined. While I believe deep-
ly in, and that prosperity is as Amer-
ican as apple pie, I don’t believe that 
we should reward CEOs for doing a poor 
job. 

So I want to thank committee Chair-
man FRANK and our ranking member, 
SPENCER BACHUS, and the members of 
the Financial Services Committee for 
bringing this bill forward to the floor 
today. I cosponsored this legislation, I 
voted for it in committee, and I will be 
voting for it when it comes to the 
floor. 

Now, the sad thing about this legisla-
tion is that many hardworking Ameri-
cans get up each day and go to work. If 
they perform poorly, they lose their 
job, and they certainly will not get an 
exit package that will take care of 

them and most of the people in their 
cities for life, $400 million. 

I would ask the people watching this 
program, do you have a problem with 
that? The answer, I think, is echoing 
all around this country. Yes, I have a 
problem with that. 

This bill enables shareholders to ex-
press their views on their company’s 
executive compensation practices with-
out setting up caps on the size and na-
ture of executive pay. This legislation 
requires only, only, that public compa-
nies include on their proxy statements 
to shareholders, an annual nonbinding, 
nonbinding, nonbinding advisory share-
holder vote on the company’s executive 
compensation disclosures, which are al-
ready required by the SEC, and an ad-
ditional nonbinding advisory vote if 
the company awards a new, not already 
disclosed, golden parachute while nego-
tiating the purchase or sale of the com-
pany. The nonbinding advisory vote 
will give shareholders an opportunity, 
an opportunity to express themselves. 

They can say ‘‘yes’’ or ‘‘no’’ to the 
proposed executive compensation with-
out diminishing, reducing, interfering 
with the board’s legal authority. 

b 1750 
Ultimately, if a CEO is doing a good 

job, I am sure that that CEO will re-
ceive the support of that company’s 
shareholders and the appropriate com-
pensation package. That is the way 
America operates. But what is going on 
now is an abomination that we will 
allow people to run a company into the 
ground and then walk away set, not 
only for life for themselves but five or 
six generations to come. 

Mr. ROSKAM. Mr. Chairman, just a 
couple of observations before I yield to 
my distinguished colleague. 

You know, the gentleman from Geor-
gia said that one of the goals of this 
legislation is that there be trans-
parency and accountability. I would 
submit, I think there is a transparency 
and accountability in the current state 
of the law. The transparency comes in 
the disclosure of executive compensa-
tion, and the accountability comes in 
the ability to sell shares if you don’t 
like it. That is a very, very, very pow-
erful tool. 

My friend from Missouri, the distin-
guished gentleman who spoke recently 
kind of criticized a number of indi-
vidual CEOs. I’m not going to rise to 
their defense, and I don’t think they 
really deserve defense. But it is an old 
adage of the law that if what we are 
doing is creating a statute toward an 
exception, we tend to make bad stat-
utes. 

What I would say is, look at the to-
tality of what executive leadership has 
brought us. From 2002 to 2006, the mar-
ket capitalization of American compa-
nies has risen to $8 trillion. That is 
something to celebrate and not some-
thing to criticize. 

I yield 5 minutes to the gentleman 
from Texas (Mr. PAUL). 

(Mr. PAUL asked and was given per-
mission to revise and extend his re-
marks.) 
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Mr. PAUL. Mr. Chairman, I thank 

the gentleman for yielding me this 
time. 

Mr. Chairman, I rise in opposition to 
this bill. I happen to agree with all of 
the concerns expressed by those spon-
soring the bill due to the inequities in 
the amount of money that some of the 
CEOs are getting. But I am also con-
vinced that this particular piece of leg-
islation won’t do very much to help, 
and I am convinced that unless we deal 
some day with our monetary system 
and understand better how it partici-
pates in these inequities, we will never 
get a solution for this because the 
monetary system does play a role in 
this. 

I am as outraged as anybody about a 
company that can hand out $16 billion 
in bonuses. But where my disagree-
ment is, is that it is not as a result of 
free market capitalism; that it is the 
result of an economic system that we 
have today which is called economic 
interventionism, and it leads to these 
inequities. 

Mr. Chairman, H.R. 1257 gives the Se-
curities and Exchange Commission the 
power to force publicly traded corpora-
tions to consider shareholders’ votes on 
nonbinding resolutions concerning the 
compensation packages of CEOs. Giv-
ing the SEC the power to require share-
holder votes on any aspect of corporate 
governance, even on something as 
seemingly inconsequential as a non-
binding resolution, illegitimately ex-
pands Federal authority into questions 
of private governance. 

In a free market, shareholders who 
are concerned about CEO compensation 
are free to refuse to invest in corpora-
tions that do not provide sufficient in-
formation regarding how CEO salaries 
are set or do not allow shareholders to 
have a say in setting compensation 
packages. 

Since shareholders are a corpora-
tion’s owner, the CEO and the board of 
directors have a great incentive to re-
spond to shareholders’ demands. In 
fact, several corporations have re-
cently moved to amend the ways they 
determine executive compensation in 
order to provide increased trans-
parency and accountability to share-
holders. 

Some shareholders may not care 
about CEO compensation packages. In-
stead, they may want to devote time at 
shareholder meetings to reviewing cor-
porate environmental policies and en-
suring the corporation has family- 
friendly workforce policies. If H.R. 1257 
becomes law, the concerns of those 
shareholders will take a back seat to 
corporations attempting to meet the 
demands of Congress. 

It is ironic to me that Congress 
would concern itself with high salaries 
in the private sector when, according 
to data collected by the CATO Insti-
tute, Federal employees on average 
make twice as much as their private 
sector counterparts. One of the exam-
ples of excessive compensation cited by 
the supporters of the bill is the multi-

million dollar package paid to the 
former CEO of Freddie Mac. As a gov-
ernment-sponsored enterprise that, 
along with its counterpart Fannie Mae, 
received almost $20 billion worth of in-
direct Federal subsidies in fiscal year 
2004 alone, Freddie Mac is hardly a 
poster child for the free market. 

For the most part, all economic 
interventions fail and end up creating 
new problems that we are forced to 
deal with. This legislation, although 
well-motivated in an effort to deal with 
a very real problem, is unnecessary and 
should be rejected. 

Past government actions have made it more 
difficult for shareholders to hold CEOs and 
boards of directors accountable for dis-
regarding shareholder interests by, among 
other things, wasting corporate resources on 
compensation packages and golden para-
chutes unrelated to performance. During the 
1980s, so-called corporate raiders helped 
keep corporate management accountable to 
shareholders through devices such as ‘‘junk’’ 
bonds that made corporate takeovers easier. 

The backlash against corporate raiders in-
cluded the enactment of laws that made it 
more difficult to launch hostile takeovers. 
Bruce Bartlett, writing in the Washington 
Times in 2001, commented on the effects of 
these laws, ‘‘Without the threat of a takeover, 
managers have been able to go back to ignor-
ing shareholders, treating them like a nui-
sance, and giving themselves bloated salaries 
and perks, with little oversight from corporate 
boards. Now insulated from shareholders once 
again, managers could engage in unsound 
practices with little fear of punishment for fail-
ure.’’ The Federal ‘‘crackdown’’ on corporate 
raiders, combined with provisions in Sarbanes- 
Oxley disqualifying the people who are the 
most capable of serving as shareholder watch-
dogs from serving on corporate boards, con-
tributed to the disconnect between CEO sala-
ries and creation of shareholder value that is 
being used to justify another expansion of the 
regulatory state. 

In addition to repealing laws that prevent 
shareholders from exercising control over cor-
porations, Congress should also examine 
United States monetary policy’s effects on in-
come inequality. When the Federal Reserve 
Board injects credit into the economy, the re-
sult is at least a temporary rise in incomes. 
However, those incomes do not rise equally. 
People who first receive the new credit—who 
in most instances are those already at the top 
of the economic pyramid—receive the most 
benefit from the Fed’s inflationist polices. By 
the time those at the lower end of the income 
scale experience a nominal rise in incomes, 
they must also contend with price inflation that 
has eroded their standard of living. Except for 
the lucky few who take advantage of the new 
credit first, the negative effects of inflation like-
ly more than outweigh any temporary gains in 
nominal income from the Federal Reserve’s 
expansionist polices. 

For evidence of who really benefits from a 
system of fiat money and inflation, consider 
that in 1971, before President Nixon severed 
the last link of the American currency to gold, 
the typical CEO’s salary was 30 times higher 
than the average wage of the typical em-
ployee; today it is 500 times higher. 

Explosions in CEO salaries can be a sign of 
a Federal credit bubble, which occurs when 

Federal Reserve Board-created credit flows 
into certain sectors such as the stock market 
or the housing market. Far from being a sign 
of the health of capitalism, excessive CEO sal-
aries in these areas often signal that a bubble 
is about to burst. When a bubble bursts, peo-
ple at the bottom of the economic ladder bear 
the brunt of the bust. 

Instead of imposing new laws on private 
companies, Congress should repeal the laws 
that have weakened the ability of shareholders 
to discipline CEOs and boards of directors that 
do not run corporations according to the 
shareholders’ wishes. Congress should also 
examine how fiat money contributes to income 
inequality. I therefore request that my col-
leagues join me in opposing H.R. 1257 and in-
stead embrace a pro-freedom, pro-share-
holder, and pro-worker agenda of free markets 
and sound money. 

Mr. ROSKAM. Mr. Chairman, I yield 
5 minutes to the gentleman from Cali-
fornia (Mr. CAMPBELL). 

Mr. CAMPBELL of California. Mr. 
Chairman, I thank the gentleman for 
yielding. 

Let’s stipulate here that there are 
and have been instances, plenty of in-
stances, in which executive compensa-
tion has been excessive for the return 
given to shareholders. 

I have spent my entire life investing, 
and there have been times when I have 
seen excessive executive compensation, 
and return for the company wasn’t 
there. And it made me mad, and I 
wasn’t happy about it. Let’s stipulate 
to that. 

Let’s also understand there is a dif-
ference between that and when an exec-
utive gets high pay for a very excellent 
result. Pay for executives has been in-
creasing, as it has for sports stars, as it 
has for people in the music business, 
authors, actors and investors. 

Chairman Bernanke of the Federal 
Reserve, when he spoke before our 
committee and when he has spoken be-
fore other committees, has been quoted 
as saying this is, to a degree, because 
of the effective technology of being 
able to take the talents of these var-
ious people and make them more valu-
able because it spreads across the 
world much quicker. 

But let’s take that aside and stipu-
late that there have been instances, 
plenty of instances, where executive 
compensation has not been commensu-
rate with the results. But there are a 
lot of other things that are more inju-
rious to shareholders. There are other 
highly compensated individuals as well 
who have been overpaid for their jobs 
or for whatever they have done. 

There have been union contracts that 
have been out of line. Let’s take Ford 
Motor Company right now. People are 
objecting to the current compensation 
package of the new chairman of Ford 
Motor Company; but no one is sug-
gesting that that pay package is going 
to bring Ford Motor Company under. 
People are not happy because they say 
Ford Motor Company isn’t making 
money, and the chairman is getting too 
much pay, but no one is suggesting 
that is going to take the company 
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under. But what most observers say 
will take the company under is all of 
the retiree pay that they have due to 
union contracts that were inadvisable 
that were done some time ago. That 
may take the company under. 

There could be acquisitions. There 
could be legal settlements. There could 
be just poor management. All of those 
things can actually take a company 
under, whereas executive compensation 
that is excessive, although maddening, 
won’t drive a company down. 

This bill does absolutely nothing to 
deal with any of those other problems. 
Why not? If we are worried about 
shareholders and care about share-
holders and their ability to influence a 
company, then why don’t we give them 
the right to influence the company on 
something that actually might bring 
the company down. 

Some people on the other side men-
tioned several instances, and I can’t re-
call them all right now, but where a 
company is doing poorly and an execu-
tive received very high pay. I agree 
with you; bad, I don’t like it. I didn’t 
like it. But what ought to upset the 
shareholders more is not the pay; it is 
the poor performance. And this doesn’t 
do anything to help shareholders with 
that. 

We should give shareholders more 
rights. I agree with that, through the 
board. Otherwise, why not let share-
holders vote on other highly com-
pensated individuals, on union con-
tracts, on acquisitions, on legal settle-
ments, on the marketing budget, on all 
kinds of others things that might have 
something to do with affecting the 
company’s pay? 

b 1800 

I believe this is a statement, not a 
solution. 

Mr. FRANK of Massachusetts. Will 
the gentleman yield? 

Mr. CAMPBELL of California. I am 
happy to yield to the gentleman from 
New York. 

Mr. FRANK of Massachusetts. I am 
from Massachusetts, but I do want to 
report a theft, Mr. Chairman. Appar-
ently someone has broken into our 
committee office and stolen a whole se-
ries of bills that the other side had to 
deal with all these other things, be-
cause I am hearing now about all these 
other things we should be doing and 
these other things that we should be 
addressing, and I haven’t seen any of 
them. 

So I want to say to people, unfortu-
nately, all these wonderful ideas that 
you previously had, and I wouldn’t sug-
gest that you are only saying them 
now as an excuse to beat this bill, 
please send me copies, because some-
body stole the ones you sent me. 

Mr. CAMPBELL of California. Re-
claiming my time, Mr. Chairman. 

You saw an amendment in committee 
which you voted against and voted 
down. You will see that amendment 
again this evening that gives share-
holders rights through the board, not 

just on executive compensation, if they 
are unhappy with the management for 
any reason, to work through the board 
and change the board, give them more 
rights to change the board rather than 
do this sort of thing. 

Mr. Chairman, you will have your 
own time shortly, the gentleman from 
New York. 

Mr. FRANK of Massachusetts. I am 
still in Massachusetts. 

Mr. CAMPBELL of California. Did I 
say New York? I am sorry. The gen-
tleman from Massachusetts. 

The CHAIRMAN. I would remind 
both Members that there is a chairman 
from New York in the room. 

Mr. FRANK of Massachusetts. And 
one is quite enough. 

Mr. CAMPBELL of California. I 
thank the chairman so much for that 
clarification. 

Mr. Chairman, this bill is a state-
ment, it is not a solution. It deals with 
one thing which is annoying and can be 
bad, but is not a major, it is not that 
major an issue relative to all the other 
things that can deal with corporate 
governance and bringing corporations 
down. 

Mr. FRANK of Massachusetts. Mr. 
Chairman, I would take 10 seconds to 
say that the gentleman from California 
mischaracterized his own amendment. 
No amendment he offered would expand 
shareholder rights. He did offer an 
amendment that said if there is a pre-
existing right to vote for the majority, 
then this bill does not apply. But no 
amendment he offered would expand 
existing shareholder rights. 

Mr. CAMPBELL of California. Will 
the gentleman yield? 

Mr. FRANK of Massachusetts. I yield 
to the gentleman from California. 

Mr. CAMPBELL of California. The 
amendment I wished to offer would 
simply have required that there be a 
majority. 

Mr. FRANK of Massachusetts. What 
do you mean you wished to offer? I will 
take back my time. 

Mr. CAMPBELL of California. It was 
ruled not germane. 

Mr. FRANK of Massachusetts. I un-
derstand that, but let me just give my-
self 30 seconds. 

Mr. Chairman, why didn’t he file it as 
a separate bill? He had no interest in 
this that I could discover until we 
brought this bill up. The gentleman 
said he wanted to offer a nongermane 
amendment. 

Well, you are allowed to introduce 
bills. Introduce a bill. We will have a 
hearing. If the gentleman, let me tell 
my colleagues right now, if they want 
to introduce legislation expanding the 
right of shareholders to vote for mem-
bers of the boards of directors, I will 
guarantee them a hearing. But the bill 
has not yet been introduced. 

Mr. Chairman, I yield 30 seconds to 
the gentleman from Georgia (Mr. 
SCOTT). 

Mr. SCOTT of Georgia. Mr. Chair-
man, I think it is very important for us 
to just take a look, very briefly, at 

what some of the executives, some of 
the companies are saying and are doing 
about this now, because I think it goes 
right to your argument. 

Let us, first of all, let me just call to 
your attention, one such company, 
AFLAC, in Georgia. Now, AFLAC an-
nounced that it would give share-
holders a nonbinding vote on executive 
compensation. As a matter of fact, 
AFLAC CEO Dan Amos said these 
words, which I want you to pay very 
important attention to. He said this. 
He said, as the owners of the company, 
the shareholders should know how ex-
ecutive compensation works. 

Now, I think Mr. Amos is right on 
the money. He simply stated what I 
think a lot of other companies do in 
order to maintain integrity. 

Mr. FRANK of Massachusetts. Mr. 
Chairman, I yield 4 minutes to the gen-
tleman from New Jersey (Mr. SIRES). 

Mr. SIRES. Mr. Chairman, thank you 
for yielding me time, and thank you 
for your leadership on this legislation. 

As an original cosponsor of H.R. 1257, 
I rise in support of this bill. CEOs 
should be held accountable to share-
holders. Whether you have invested 
$100 or $100 million in a company as a 
shareholder, you should be allowed to 
find out the terms and conditions of 
the compensation package for the com-
pany’s CEO. 

Shareholders should also have the 
right to express their satisfaction or 
dissatisfaction over a proposed com-
pensation package. And that is exactly 
what H.R. 1257 does. It allows share-
holders a chance to share their opinion 
with the board, which will help grant 
boards pause before approving a ques-
tionable compensation package. 

This bill does not represent a com-
pletely new idea. In fact, the United 
Kingdom has used a nonbinding share-
holder vote approach since 2003. Aus-
tralia has a similar system. Granting 
shareholders a say over executive com-
pensation in these two countries has 
improved dialogue between executives 
and shareholders and has increased the 
use of long-term performance targets 
in incentive compensation. This policy 
change has clearly worked. 

American companies have also start-
ed to take notice. Most recently, 
AFLAC adopted a nonbinding share-
holder vote for its CEO’s compensation 
package. In addition, Institutional 
Shareholder Services reports that 52 
other companies are also considering 
adopting similar policies. 

It is now time to grant shareholders 
in the United States the same rights as 
their British and Australian counter-
parts. We need to make sure that all 
companies take AFLAC’s lead by pass-
ing H.R. 1257. I urge my colleagues to 
grant the shareholders more access to 
the process of forming an executive 
compensation package. 

I urge a ‘‘yes’’ vote on this bill. 
Mr. ROSKAM. Mr. Chairman, I yield 

myself 1 minute. 
Just kind of a point of interest, and 

that is, in response to Chairman FRANK 
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calling, observing Mr. CASTLE’s 
quotation. And I would just point out 
that the distinguished gentleman from 
New Jersey has been sort of selective, I 
think, in the attributes of England 
that he finds attractive. One of those 
that he didn’t find attractive appar-
ently is a loser-pay litigation system 
which would also maybe drive part of 
that debate. 

Mr. Chairman, I yield 21⁄2 minutes to 
the distinguished gentleman from 
North Carolina (Mr. JONES). 

Mr. JONES of North Carolina. Mr. 
Chairman, first, I thank the gentleman 
from Illinois for this time. 

Mr. Chairman, if this bill was about 
Congress or the Federal Government 
setting salary levels for top executives, 
then I would be opposed to it. But that 
is not what this bill does. This is about 
letting stockholders, the owners of 
publicly traded companies, have the 
right, if they want, to render a judg-
ment about whether the compensation 
for top executives, their employees, is 
appropriate. 

I know that this bill is not perfect, 
but neither is the present system. Cor-
porate directors and executives work 
for shareholders. I do not see how any-
one can look at the present system 
where sometimes CEOs who have failed 
their shareholders are getting hundreds 
of millions of dollars of shareholder 
money, and then say with a straight 
face that it is bad for shareholders to 
be able to directly tell corporate direc-
tors what they think about these com-
pensation packages. 

Mr. Chairman, let me remind the 
House of a few of the outlandish com-
pensation packages that have been 
made public: Home Depot CEO Robert 
Nardelli, total compensation for 2006, 
$131 million; Merrill Lynch CEO Stan-
ley O’Neal, total compensation 2006, $91 
million; AT&T CEO Edward Whitacre, 
Jr., total compensation for 2006, $69 
million; Ford Motor Company CEO 
Alan Mulally earned $39.1 million for 4 
months in 2006, $39.1 million for 4 
months of work in 2006. 

Mr. Chairman, numerous people in 
the Third District of North Carolina, 
which I have the pleasure and the 
privilege to serve, have spoken to me 
and expressed their concerns about 
these multimillion-dollar packages. 
Mr. Chairman, many people have said 
that America is losing its middle class, 
but in modern America, more and more 
middle-class families are becoming 
stockholders. In 1989, just 30 percent of 
American households owned stock. 
Today 52 percent of households own 
stock; 80 million Americans now own 
shares of directly held stock, mutual 
funds or 401(k) retirement plans. 

b 1810 

The right to have an advisory vote 
would strengthen shareholders and 
strengthen the capitalistic system. 
Therefore, Mr. Chairman, I support 
this bill. 

And, again, I thank the gentleman 
from Illinois for the time. 

Mr. FRANK of Massachusetts. Mr. 
Chairman, I reserve the balance of my 
time. 

Mr. ROSKAM. Mr. Chairman, I yield 
such time as he may consume to the 
gentleman from Alabama (Mr. BACH-
US), the ranking member. 

Mr. BACHUS. Mr. Chairman, I thank 
the gentleman from Illinois for yield-
ing. 

The gentleman on the other side 
from Kansas City said that he had a 
problem with excessive executive com-
pensation. And let me say this: I don’t 
think there is a Member of this body in 
the majority or the minority who 
hasn’t been outraged by what we judge 
by looking in the paper is a lavish, 
uncalled-for executive pay compensa-
tion. Some of them are indefensible. I 
would never try to defend them; nor 
should they be defended. And that is 
not what we are doing today. 

At the start of this debate some 3 
hours ago, I said, this debate is not 
about excessive executive compensa-
tion because by its very term, ‘‘exces-
sive executive compensation’’ is exces-
sive. The gentleman from Georgia said 
it. The gentleman from Kansas City 
said it. Our constituents are upset 
about it. And, in fact, last year, this 
Congress responded to concerns of 
shareholders, investors and our con-
stituents and voters. And working with 
the SEC, the Securities and Exchange 
Commission, we said, you are going to 
have to disclose these salary compensa-
tions. You are going to have to put 
them out for public scrutiny. And 
those regulations are just now going 
into effect. And many of us look at it, 
and we are dismayed. 

Now, we all have a problem with ex-
cessive executive compensation. But I 
think most of my constituents and I 
think most Americans also have a 
problem with something else. They 
have a problem with the Congress 
micromanaging or mandating what pri-
vate corporations do. This debate is 
not about excessive executive com-
pensation, which we all condemn. This 
bill is not about income inequities, 
which we all are concerned about. This 
legislation is about this Congress be-
ginning to tinker and mandate and ob-
ligate corporate governance with a 
vote, not a vote that we say they can 
take, because today they can take such 
a vote. A shareholder can ask for such 
a vote on executive compensation. 
What this legislation does is it man-
dates, it requires, it obligates every 
publicly held corporation in this coun-
try to take a vote on their top execu-
tives, not just the CEO but the CFO 
and on down the line. Each share-
holder, if this legislation passes, will 
each year vote on the compensation of 
all these executives. 

And as so often happens in this body, 
when Congress begins to substitute its 
judgment for someone else’s judgment, 
we have all kinds of problems that are 
created. I will predict today one of the 
problems will be that more companies 
will become privately held or closely 

held corporations. I will predict that 
hedge funds will grow, and they are al-
ready doing that, but this will just be 
gas on the fire. Publicly held corpora-
tions will be taken private by hedge 
funds. We will have private equity of-
ferings. And all of a sudden, we don’t 
have shareholders. We don’t have a 
right to vote on compensation. We 
don’t even have a right to own the as-
sets of most American corporations. 

Now, today I have all kinds of rights. 
One of the rights that the gentleman 
from California mentioned, and I have 
done this, I have owned stock in com-
panies, and I have seen those compa-
nies, those boards of directors and 
those CEOs, capture most of the profits 
of those companies. I have seen them 
award excessive option awards. And 
what I have done is I have sold my 
stock, and I have gone on and owned 
another company where that didn’t 
happen. I voted with my feet. 

Now, the most successful corpora-
tions across this world are not in Aus-
tralia. They are not in England. They 
are right here in America. And for over 
100 years, we have allowed shareholders 
to bring proxies and ask for votes when 
they wanted to and by a certain major-
ity get those votes. We have allowed 
that if the board of directors vote for 
excessive compensation today, share-
holders have a right to put that board 
of directors on the road, and they have 
done that on cases. They have re-
scinded compensation packages. But 
whatever else you may disagree or 
agree with me, certainly you ought to 
be skeptical of the Congress of the 
United States, a Congress which does 
not allow the voters or our constitu-
ents to set our pay. They don’t set our 
pay, but all of a sudden, we want the 
shareholders of corporations to actu-
ally vote on the pay of every executive. 
And we are mandating it. We are not 
just simply making it possible. It is 
possible today. It is more government 
intrusion. And, unfortunately, every 
time the government overreaches, the 
consequences don’t come back to us in 
Congress. We will continue to earn a 
salary. We will continue to be up here. 
The consequences will be in these cor-
porations, which are the drivers of our 
economy. 

So, in closing, let’s not confuse this 
as a debate on excessive executive com-
pensation. Let’s just all agree we don’t 
like it. Let’s all agree that we have 
given the SEC the right, and they pub-
lish these salaries. And as we have seen 
so often, there is criticism in the pa-
pers, criticism by shareholders and 
boards of directors taking action. But 
let’s not substitute our decision, and 
let’s not second guess. Let’s not inter-
ject the Congress and have the Con-
gress start telling shareholders that 
they have to, have to pass judgment on 
the salaries of all top management in 
every public corporation. 

Mr. ROSKAM. Mr. Chairman, I yield 
myself the balance of my time. 

I will insert into the RECORD three 
letters opposing this legislation by the 

VerDate Aug 31 2005 04:15 Apr 19, 2007 Jkt 059060 PO 00000 Frm 00056 Fmt 7634 Sfmt 0634 E:\CR\FM\K18AP7.118 H18APPT1hm
oo

re
 o

n 
P

R
O

D
P

C
68

 w
ith

 H
M

H
O

U
S

E



CONGRESSIONAL RECORD — HOUSE H3537 April 18, 2007 
U.S. Chamber of Commerce, HR Policy 
Association and American Bankers As-
sociation. 

THE ASSOCIATION OF SENIOR 
HUMAN RESOURCE EXECUTIVES, 

Washington, DC, April 18, 2007. 
RE HR Policy Opposes H.R. 1257, Shareholder 

Vote on Executive Compensation Act. 

Hon. SPENCER BACHUS, 
House of Representatives, Rayburn House Office 

Building, Washington, DC. 
DEAR REPRESENTATIVE BACHUS: On behalf 

of the HR Policy Association, I am writing 
to urge you to vote no on H.R. 1257, the 
Shareholder Vote on Executive Compensa-
tion Act, when the House considers it this 
week. We believe that the bill will have sig-
nificant negative effects on corporate gov-
ernance and will not appreciably increase 
shareholder input into the executive com-
pensation process. 

HR Policy Association is a public policy 
advocacy organization representing the chief 
human resource officers of over 250 leading 
employers doing business in the United 
States. Representing nearly every major in-
dustry sector, HR Policy members have a 
combined U.S. market capitalization of more 
than $7.5 trillion and employ more than 18 
million employees world wide. Our members 
are especially concerned that a shareholder 
vote would undermine the authority of the 
Board of Directors with respect to compensa-
tion and is unnecessary as a tool to increase 
communications with shareholders. 

At the outset, it is important to note that 
last year, the U.S. Securities and Exchange 
Commission completed an overhaul of its ex-
ecutive compensation disclosure regulations. 
The full effect of these changes on executive 
compensation practices will not be known 
until after the 2009 proxy season, the first 
year in which companies will have to present 
three years of data. At a minimum, the 
House should defer any action on the legisla-
tion until after the effect of the new rules 
can be fully evaluated. 

The Association believes that H.R. 1257 
would seriously erode the authority of the 
Board of Directors to determine appropriate 
executive compensation levels. Under our 
system of corporate governance, the Board 
manages the company on behalf of the share-
holders. In turn, the shareholders have the 
right to vote on strategic matters, such as 
mergers, and remove directors if they believe 
the corporation is not being managed in the 
shareholders’ best interests. This delegation 
of authority is necessary because of the con-
siderable amount of detailed and confiden-
tial information that Board members must 
consider when making decisions regarding 
corporate strategy and executive compensa-
tion. Providing a shareholder vote on com-
pensation would be unprecedented because it 
would provide a referendum on the results of 
the Board’s decision, rather than on a frame-
work for making decisions, as occurs in the 
case of shareholder authorization for equity 
compensation or mergers. 

More importantly, a shareholder vote 
would potentially open up other Board deci-
sions to a shareholder vote, such as the deci-
sion to pursue merger talks or settle certain 
lawsuits, thus substantially slowing the abil-
ity of the Board to make quick decisions and 
undermining competitiveness. 

Fundamentally, an advisory shareholder 
vote would not provide meaningful informa-
tion to companies about the practices share-
holders find objectionable. It is simply an up 
or down vote, with no explanation attached, 
leaving substantial questions about its 
meaning. Under current law, shareholders al-
ready may file advisory resolutions with any 
publicly held company seeking changes in 
specific executive compensation practices. 

There is no need for legislation adopting a 
mandatory framework that will have a neg-
ligible impact on most of the 15,000-plus pub-
licly held companies. 

Counter to arguments made in support of 
the bill, new mechanisms of communications 
between companies and shareholders are not 
necessary. Most large companies already 
hold periodic meetings throughout the year 
with their largest shareholders on a variety 
of subjects, including compensation. 

In addition, the shareholder vote concept 
has been imported from the United Kingdom, 
but the U.K. regulatory and legal systems 
are substantially different from those in the 
U.S., and the results of a shareholder vote 
are likely to be fundamentally different. In 
the U.K. the two largest investors control 
roughly 30 percent of the market while in 
the U.S. ownership is more diffuse, making 
shareholder consensus much more difficult. 
The U.K. has voluntary corporate govern-
ance standards with less rigid standards for 
Board member independence, and Board 
members may avoid all liability with an ad-
visory shareholder vote. In the U.S., Board 
members have fiduciary liability, and are 
subject to shareholder derivative actions, re-
gardless of a shareholder advisory vote. The 
threat of litigation acts as a check on Board 
actions. 

The U.K. shareholder vote requirement 
also has had significant negative effects that 
would negatively impact the management of 
U.S. companies. These effects include en-
couraging executives to seek positions with 
private equity firms; making pay arrange-
ments more standardized, rather than cus-
tomized to the company; increasing dili-
gence among compensation committees 
similar to that already occurring in the U.S.; 
and, increasing the power of the proxy advi-
sory services and hedge funds as institu-
tional investors outsource their compensa-
tion research, engagement with boards and 
vote administration duties. These negative 
effects outweigh the benefits of a share-
holder vote. 

For all of these reasons, we oppose H.R. 
1257 and encourage the House to reject it. If 
you have any questions, please do not hesi-
tate to contact Tim Bartl of our staff at 202– 
789–8670. Thank you for your consideration. 

Sincerely, 
JEFFREY C. MCGUINESS, 

President. 

CHAMBER OF COMMERCE OF THE 
UNITED STATES OF AMERICA, 
Washington, DC, March 27, 2007. 

Hon. BARNEY FRANK, 
Chairman, Committee on Financial Services, 

House of Representatives, Washington, DC. 
Hon. SPENCER BACHUS, 
Ranking Member, Committee on Financial Serv-

ices, House of Representatives, Washington, 
DC. 

DEAR CHAIRMAN FRANK AND RANKING MEM-
BER BACHUS: The U.S. Chamber of Commerce, 
the world’s largest business federation rep-
resenting more than three million businesses 
and organizations of every size, sector, and 
region, is committed to supporting good and 
responsible capital market regulation, in-
cluding efforts to strengthen board com-
pensation committees and to provide disclo-
sure of clearer information about executive 
compensation. 

Fundamentally, the Chamber believes that 
well-functioning independent compensation 
committees, along with clear and fair disclo-
sure, represent the best means to determine 
executive compensation. The amount and 
terms of employment and executive com-
pensation agreements result from a complex 
interaction of interests. The negotiations of 
these interests can produce highly complex 
arrangements that reflect varying interests 

of the parties. Ultimately, corporate boards 
want to retain executives who will perform 
at a high level and produce value for share-
holders and jobs for workers. 

The Chamber respectfully submits that al-
lowing shareholders—rather than the 
board—an advisory ‘‘say on pay’’ will not 
produce the intended result. Shareholder 
votes are more likely to reflect their views 
on past stock or management performance 
rather than real insight into how to struc-
ture future compensation to ensure it drives 
future results. Further, the Chamber is con-
cerned that this would result in yet another 
forum for ‘‘special interest politics.’’ For 
these reasons, the Chamber opposes H.R. 
1257, the ‘‘Shareholder Vote on Executive 
Compensation Act.’’ 

Sarbanes-Oxley has yielded significantly 
stronger and more independent boards and 
compensations committees. The Securities 
Exchange Commission has taken important 
steps recently to expand transparency and 
disclosure of executive compensation, and we 
believe that these steps need to be given ade-
quate time to have an impact. The Chamber 
looks forward to working with Congress and 
the SEC to ensure that the combination of 
these steps is producing effective governance 
for shareholders and workers. 

Sincerely, 
R. BRUCE JOSTEN. 

AMERICAN BANKERS ASSOCIATION, 
Washington, DC, April 18, 2007. 

Re H.R. 1257, shareholder vote on Executive 
Compensation Act. 

Hon. BARNEY FRANK, 
House of Representatives, 
Washington, DC. 

DEAR REPRESENTATIVE FRANK: On behalf of 
the American Bankers Association (ABA), I 
am writing to express our opposition to H.R. 
1257, the Shareholder Vote on Executive 
Compensation Act, which is scheduled for 
consideration on the House floor beginning 
today, with a final vote on Friday morning. 

A major reason for our opposition is the 
fact that a majority of the corporations that 
would be impacted by H.R. 1257 will dis-
tribute their 2007 proxy statements to share-
holders over the next three months. Rules 
recently adopted by the Securities and Ex-
change Commission (SEC) will now require 
these proxy statements to provide extensive 
narrative and tabular disclosures regarding 
CEO and other covered executives’ salaries, 
stock awards, deferred benefits, retirement 
and severance packages, and perquisites. The 
ABA strongly believes that Congress should 
give the SEC’s rules time to take effect and 
have an impact on boards and shareholders. 
After assessing the effect these disclosures 
have had on the marketplace, Congress can 
determine whether legislation is warranted. 

Further, shareholder advisory votes may 
be appropriate where there are few mecha-
nisms in place to protect the company. That 
is not the case in the United States. Boards 
and their compensation committees have le-
gally enforceable fiduciary responsibilities 
to the company and its shareholders to en-
sure that company assets are not wasted. To 
properly carry out those responsibilities, a 
majority of board members must be inde-
pendent and the compensation committees 
must consist solely of independent directors. 
Company boards and committees meet, with-
out company management present, in execu-
tive session. Committee directors approve 
the CEO compensation that is to be rec-
ommended to the full Board based on the 
specific company’s goals, various perform-
ance metrics and the terms of the CEO’s em-
ployment contract. In this country, a com-
bination of state corporate laws, exchange 
listing standards, and best practices tie 
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board accountability to shareholders on ex-
ecutive compensation and other issues that 
boards face. 

Also, the bill has several unintended con-
sequences that we wish to bring to Members’ 
attention. First, the bill presumes that 
shareholders hold unanimous views on any 
given corporate issue, but this is frequently 
not the case. In fact, if this bill were to be-
come law, a CEO of a publicly traded bank 
could find him or herself at the mercy of a 
* * * 

Mr. Chairman, I sense that really our 
country is at a tipping point on a lot of 
questions, and you really sense this, 
those of us who were at home in our 
districts over the past couple of weeks. 
There are a lot of issues, and I know 
this is sort of an understatement, that 
are before this body that are issues 
where we are either going to make a 
good decision that will make us fruit-
ful and prosperous and robust as a 
country or we have got the possibility 
to make a bad decision that puts us in 
the trajectory on a different direction. 
And I would suggest that this is one of 
those sort of tipping point questions. 

Now, is the sun not going to rise to-
morrow if this bill becomes law? No. 
The sun will rise tomorrow and we will 
be still a prosperous country. But it is 
one of those things that will have a rip-
ple effect because, in the subtext of 
this bill, remember the chairman 
talked about facts of nature, the fact of 
nature is that, when there is an action, 
there is a reaction. And I would submit 
that one of the reactions of this bill, 
Mr. Chairman, is that there are going 
to be companies, there are going to be 
bright people that say, I am not going 
to take this company public. I am 
going to remain private. 

b 1820 

Now, who loses with that? You know 
who loses? The individual shareholder. 
It is the mom and pop. It is the person 
that is struggling, that really wants to 
have access, but because it is a private 
company, they don’t have access be-
cause it is not traded publicly. 

What is the other effect? The other 
effect is that this basically tells many 
companies, why don’t you figure out 
ways to go do business elsewhere? Why 
don’t you go somewhere else? Because 
we are the Congress, and we are going 
to reach in and we are going to manage 
you. I just think we can do better. 

Look, there is nobody here that is de-
fending overly compensated CEOs, and 
I think the majority’s proposal here is 
ironically very silent as to certain set-
tlement agreements. It is inherent in 
the process that you settle cases to 
make them go away. 

In closing, Mr. Chairman, I rise in op-
position to this bill, and ask my col-
leagues to do the same. 

Mr. FRANK of Massachusetts. Mr. 
Chairman, I yield myself such time as 
I may consume. 

Mr. Chairman, I would just note in 
passing that I saw the letter from the 
Chamber of Commerce, and I was par-
ticularly struck that the Chamber of 
Commerce said we don’t need this bill 

because Sarbanes-Oxley has been such 
a good law. Specifically, what they said 
was, Sarbanes-Oxley has yielded sig-
nificantly stronger and more inde-
pendent boards and compensation com-
mittees. So I think that the Chamber 
of Commerce’s endorsement of the 
good results of Sarbanes-Oxley also 
ought to be made public here. 

Mr. Chairman, I yield my remaining 
time to the gentleman from North 
Carolina (Mr. MILLER), a relatively 
senior Member. Not particularly the 
one I had in mind, but a very able and 
useful Member. 

The Acting CHAIRMAN (Mr. 
ETHERIDGE). The gentleman from North 
Carolina is recognized for 5 minutes. 

Mr. MILLER of North Carolina. Mr. 
Chairman, I disagree with my friend, 
Mr. BACHUS, who said this bill is not 
about income and equality. I think it is 
at least partly about income and equal-
ity. And I disagree with Mr. ROSKAM, 
who said that corporate executives, the 
CEOs, are responsible for the growth in 
the American economy, the increase in 
productivity in the American economy, 
and therefore they should be getting 
paid much more than they are. 

Mr. Chairman, I think the American 
worker is not getting enough credit for 
the growth in the American economy, 
for the increase in the productivity of 
the American economy. They are not 
getting enough credit on the floor of 
this House tonight, and they aren’t 
getting enough credit in their pay-
checks, in how they are compensated, 
and there is a widening gap. 

It has never been a particularly small 
gap in this country. Fifteen years ago, 
the average CEO, the typical CEO, 
made 140 times what the average Amer-
ican worker at that corporation made. 
Now, 15 years later, it is 500 times what 
they make. It is a significant part of 
what the corporation makes overall; it 
is now 10.3 percent. The aggregate com-
pensation of the top five executives is 
now 10.3 percent of the corporate prof-
its of major corporations, public cor-
porations in America. That is twice 
what it was 15 years ago. 

Yes, top corporate executives, CEOs, 
are getting more and more of the ben-
efit of the growth in productivity and 
the profitability of corporations, and it 
is wildly out of alignment with what 
they are doing, how well they are lead-
ing the corporations. 

In fact, if you allow shareholder de-
mocracy, if you let shareholders have a 
say in how corporate executives are 
paid, because it is, after all, their com-
pany; they are going to insist that cor-
porate performance be in alignment 
with corporate executives. 

We don’t have shareholder democracy 
now, Mr. Chairman. This bill begins to 
get at that. But right now CEOs pick 
the boards of directors, the boards of 
directors pick the CEOs, they answer 
to each other, they don’t answer to the 
shareholders. 

What we are considering now is very 
similar to what Great Britain has had 
for about 5 years, and it has worked 

pretty well in Great Britain. It has in-
hibited outrageous pay packages that 
have gone to CEOs and top executives 
in Britain. 

Here is what is happening: The 
boards of directors know that they are 
going to have to explain themselves. 
They are going to have to explain 
themselves to shareholders. They are 
going to have to tell shareholders ex-
actly what the compensation is, and 
they are going to have to explain what 
it is and what they have done. 

That has inhibited what they have 
done. And they have gone back to the 
CEOs and said to the CEOs, look, we 
know you are worth every penny of 
what you are asking. But you know 
what a Bolshevik rabble our share-
holders are. We will never be and to ex-
plain it to them. So they scale it back 
a little bit. And executive compensa-
tion in Great Britain has not gone up 
in the last 5 years the way it has in the 
United States, and the performance of 
Great Britain’s corporations has been 
every bit as strong as what we have 
had here. 

Mr. Chairman, if we let corporate 
shareholders vote, if we allow cor-
porate democracy, they are going to in-
sist, they are not going to throw out 
every pay package. In fact, it has only 
happened one time in England in the 5 
years. GlaxoSmithKline was embar-
rassed pretty badly, and they went 
back and they renegotiated their pay 
compensation for their CEO. But it has 
inhibited their conduct, and share-
holders have voted for very generous 
pay packages where it is justified by 
the performance of the corporate ex-
ecutives. 

This bill makes a very modest 
change. But by simply requiring cor-
porate boards of directors to explain 
what they are doing, to say right out in 
front of God and everybody what they 
are paying the CEO and why they are 
paying him that much, it has had an 
important change in corporate conduct 
in Great Britain, and it should here as 
well. 

Mr. Chairman, I yield back the bal-
ance of my time to Mr. FRANK. 

The Acting CHAIRMAN. The gen-
tleman from Massachusetts has 30 sec-
onds remaining. 

Mr. FRANK of Massachusetts. Mr. 
Chairman, I would just say I also want 
to welcome this renewed faith that I 
have heard from my colleagues in the 
American corporate system. Recently 
corporate America and financial Amer-
ica has been lamenting how badly we 
regulate compared to England. 

We have heard from the Paulson 
Committee, so-called after the Sec-
retary of the Treasury, we have heard 
from the Chamber of Commerce, we 
have heard from the McKinsey report 
that we should be more like England. I 
am glad now to have this affirmation 
that even with Sarbanes-Oxley that the 
Chamber of Commerce praises so loud-
ly, even with the Securities and Ex-
change Commission apparently not 
being the FSA, the American system 
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still works. That is a good counter to 
some of what we have heard lately. 

Mr. MARKEY. Mr. Chairman, the ‘‘Share-
holder Vote on Executive Compensation Act’’ 
is a bill whose time has come, and I am 
pleased to rise in strong support of this impor-
tant legislation. 

According to the Congressional Research 
Service (CRS), in the past ten years, CEO pay 
has more than doubled, and the ratio of me-
dian CEO pay to worker pay has risen to 179 
to 1. The escalation in executive pay raises 
significant issues, including the equity of wid-
ening income disparities and the potential that 
such extraordinary CEO salaries may be a re-
sult of inefficient labor markets. The bill before 
the House today provides a balanced, pro- 
market approach to this addressing issue. 
Specifically, the nonbinding advisory vote 
mandated in this bill will give shareholders a 
mechanism for supporting or opposing their 
company’s executive compensation practices 
without diminishing the board’s legal authority. 
Such a vote will signal to the board, without 
tying its hands, that the individuals who actu-
ally own the firm will hold the board account-
able for CEO pay packages, which should 
give board members some pause before ap-
proving excessive compensation plans. 

H.R. 1257 does not cap, limit or change any 
CEO’s pay. Rather, it simply requires that 
shareholders have a ‘‘nonbinding’’ say on their 
company’s salary decisions. Moreover, the 
SEC already requires companies to disclose 
compensation. The SEC’s recent executive 
compensation disclosure rules already require 
that companies disclose their compensation 
packages in their annual proxy. The annual 
vote requirement simply requires that compa-
nies add a line to that disclosure permitting 
shareholders to approve or disapprove the 
compensation packages and also tally the 
votes. Shareholders are the owners of our Na-
tion’s public companies. They should have the 
right to vote on the compensation packages 
for companies’ senior officers. 

The cost to businesses complying with the 
bill’s provisions would be minimal. In fact, 
CBO estimated that costs from the annual 
vote would fall well below the annual threshold 
for private sector mandates—that is, below 
$131 million in 2007 for the entire country. 
This is a tiny, and worthwhile, cost that is 
more than offset by the significant benefit it 
provides shareholders by enabling them to 
have their voices heard in the board room. Ad-
ditionally, businesses are provided more than 
enough time to make the logistical arrange-
ments necessary for the nonbinding advisory 
vote, as it would not be required until the 2009 
proxy season. 

The nonbinding vote has been used suc-
cessfully in other countries. For example, the 
nonbinding advisory vote approach has been 
used in the United Kingdom since 2003 and is 
now used in Australia, without impeding eco-
nomic activity in any way. To the contrary, the 
policy change is credited with improving man-
agement-shareholder dialogue on executive 
compensation matters and increasing the use 
of long-term performance targets in incentive 
compensation. In the United States, the non-
binding advisory vote on CEO pay recently 
was adopted voluntarily by Aflac, and is cur-
rently pending before numerous U.S. public 
companies. 

I commend my colleague from Massachu-
setts, BARNEY FRANK, the Chairman of the 

House Financial Services Committee for bring-
ing this important bill to the Floor today and 
urge an ‘‘aye’’ vote. 

Ms. JACKSON-LEE of Texas. Mr. Chair-
man, rise in strong support of this legislation. 
The average American has lost faith in cor-
porate America. The typical consumer per-
ceives these corporations as mighty entities 
who control this very floor that we speak on, 
ensuring that the corporations have their 
needs met at the expense of your average 
American. However, as members of Congress 
we represent middle class America, and we 
have to ensure that their interest are protected 
and addressed with fair and thoughtful legisla-
tion. That is why I am pleased to offer my sup-
port to H.R. 1257. 

As the average pay for non-management 
workers remains stagnant, corporate execu-
tives have enjoyed hefty pay raises. These 
payouts include the CEO’s salary, expense 
accounts, stock shares, and retirement pack-
ages. The underlying legislation does not seek 
to punish these CEO’s, or take from them 
what they have received. However, this legis-
lation does hold accountable the board mem-
bers responsible for making decisions on ex-
ecutive compensation although it does not 
take away their power. 

This legislation is about transparency. 
Transparency leads to trust which leads to 
consumer confidence, which means our econ-
omy will benefit in the long run. As Justice 
Brandeis said long ago, ‘‘sunshine is the best 
disinfectant. 

Some may argue that the rise in salaries is 
in response to a competitive job market with 
very few qualified individuals. In part that may 
be true, but this is about protecting the shrink-
ing middle class in a society where the rate of 
inflation and the cost of living has increased. 

To my colleagues who oppose this legisla-
tion, I ask that you seriously reconsider. In the 
end we have more to gain when corporations 
are forthright with business practices, espe-
cially as it pertains to executive compensation. 
The SEC has responded to this issue by revis-
ing its disclosure rules regarding executive 
compensation, but it is not enough. A publicly 
held corporation owes it to their shareholders, 
i.e., its investors to give them some type of 
consideration regarding executive compensa-
tion. Many middle class Americans have their 
401(k) plans tied into stock options, thus they 
have a vested interest in what is occurring be-
hind the closed doors of corporate America. 

I support H.R. 1257, I support middle class 
America, and I encourage my colleagues to do 
the same. 

The Acting CHAIRMAN. All time for 
general debate has expired. 

Pursuant to the rule, the amendment 
in the nature of a substitute printed in 
the bill is considered as an original bill 
for the purpose of amendment and is 
considered read. 

The text of the amendment in the na-
ture of a substitute is as follows: 

H.R. 1257 
Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in 
Congress assembled, 
SECTION 1. SHORT TITLE. 

This Act may be cited as the ‘‘Shareholder 
Vote on Executive Compensation Act’’. 
SEC. 2. SHAREHOLDER VOTE ON EXECUTIVE COM-

PENSATION DISCLOSURES. 
(a) AMENDMENT.—Section 16 of the Securities 

Exchange Act of 1934 (15 U.S.C. 78n) is amended 

by adding at the end the following new sub-
section: 

‘‘(h) ANNUAL SHAREHOLDER APPROVAL OF EX-
ECUTIVE COMPENSATION.— 

‘‘(1) IN GENERAL.—Any proxy or consent or 
authorization for an annual or other meeting of 
the shareholders occurring on or after January 
1, 2009, shall permit a separate shareholder vote 
to approve the compensation of executives as 
disclosed pursuant to the Commission’s com-
pensation disclosure rules (which disclosure 
shall include the compensation discussion and 
analysis, the compensation tables, and any re-
lated material). The shareholder vote shall not 
be binding on the board of directors and shall 
not be construed as overruling a decision by 
such board, nor to create or imply any addi-
tional fiduciary duty by such board, nor shall 
such vote be construed to restrict or limit the 
ability of shareholders to make proposals for in-
clusion in such proxy materials related to execu-
tive compensation. 

‘‘(2) SHAREHOLDER APPROVAL OF GOLDEN 
PARACHUTE COMPENSATION.— 

‘‘(A) DISCLOSURE.—In any proxy solicitation 
material for an annual or other meeting of the 
shareholders occurring on or after January 1, 
2009, that concerns an acquisition, merger, con-
solidation, or proposed sale or other disposition 
of substantially all the assets of an issuer, the 
person making such solicitation shall disclose in 
the proxy solicitation material, in a clear and 
simple form in accordance with regulations of 
the Commission, any agreements or under-
standings that such person has with any prin-
cipal executive officers of such issuer (or of the 
acquiring issuer, if such issuer is not the acquir-
ing issuer) concerning any type of compensation 
(whether present, deferred, or contingent) that 
are based on or otherwise relate to the acquisi-
tion, merger, consolidation, sale, or other dis-
position, and that have not been subject to a 
shareholder vote under paragraph (1). 

‘‘(B) SHAREHOLDER APPROVAL.—The proxy so-
licitation material containing the disclosure re-
quired by subparagraph (A) shall require a sep-
arate shareholder vote to approve such agree-
ments or understandings. A vote by the share-
holders shall not be binding on the board of di-
rectors and shall not be construed as overruling 
a decision by such board, nor to create or imply 
any additional fiduciary duty by such board, 
nor shall such vote be construed to restrict or 
limit the ability of shareholders to make pro-
posals for inclusion in such proxy materials re-
lated to executive compensation.’’. 

(b) DEADLINE FOR RULEMAKING.—Not later 
than 1 year after the date of the enactment of 
this Act, the Securities and Exchange Commis-
sion shall issue any final rules and regulations 
required by the amendments made by subsection 
(a). 

The Acting CHAIRMAN. No amend-
ment to that amendment shall be in 
order except those printed in the por-
tion of the CONGRESSIONAL RECORD des-
ignated for that purpose in a daily 
issue dated April 17, 2007, or earlier, 
and pro forma amendments for the pur-
pose of debate. Each amendment so 
printed may be offered only by the 
Member who caused it to be printed or 
his designee and shall be considered 
read. 

AMENDMENT NO. 1 OFFERED BY MR. BACHUS 
Mr. BACHUS. Mr. Chairman, I offer 

an amendment. 
The Acting CHAIRMAN. The Clerk 

will designate the amendment. 
The text of the amendment is as fol-

lows: 
Amendment No. 1 offered by Mr. BACHUS: 
Page 4, beginning on line 8, strike ‘‘Section 

16’’ and insert ‘‘Section 14’’, and on line 11, 
strike ‘‘(h)’’ and insert ‘‘(i). 
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Mr. BACHUS. Mr. Chairman, as has 

been said during this debate, this legis-
lation amends the 1934 Securities and 
Exchange Act, and it seeks to amend 
section 16. Section 16 covers reports by 
officers, directors and owners of 10 per-
cent or more of the equity of a corpora-
tion and requires them to disclose cer-
tain equity positions. Section 14 of 
that act, on the other hand, deals with 
proxy statements and shareholder 
votes. 

Quite simply, this legislation re-
quires a corporation, the shareholders 
of a corporation, to take a vote on the 
executive compensation of the top five 
or six executives, and therefore this 
legislation more appropriately ought 
to be placed under section 14. 

I want to thank Chairman FRANK. I 
noted that it was more appropriately 
placed in section 14. He offered an iden-
tical amendment moving it to section 
14 also, and has allowed me the cour-
tesy of actually offering my amend-
ment, as opposed to his amendment, 
which I think is just further evidence 
during the committee hearing on this 
issue and in the floor debate of his will-
ingness and openness to fully discuss, 
fully debate and allow the minority to 
have participation in this debate. So I 
commend him for doing that. 

Mr. Chairman, I would simply move 
that we reorder this legislation and 
place it more properly in section 14 of 
the act. 

The SEC supports my amendment, 
and I urge its adoption. 

b 1830 
Mr. FRANK of Massachusetts. Mr. 

Chairman, I move to strike the req-
uisite number of words to first thank 
the gentleman from Alabama for his 
kind remarks about the way we have 
been working together in committee. I 
would just say that I have too recently 
been in the minority to be abusive. I 
hope that will last. I certainly intend 
it to. I am told, by the way, by our Par-
liamentarian, who, as the gentleman 
knows, was the Parliamentarian when 
the other side was in the majority, we 
have already had more rollcalls in 
committee in this year than we have 
had in the previous congressional ses-
sion. While we have been moving a lot 
of bills and we have been able to do it 
expeditiously, I think we’ve aired a lot 
of issues, on this particular case, mem-
bers of the minority made this sugges-
tion, and it is a plausible one. It im-
proves the bill. I realize that they still 
don’t like it, but I appreciate this con-
structive spirit, and so I urge adoption 
of the amendment. 

The Acting CHAIRMAN. The ques-
tion is on the amendment offered by 
the gentleman from Alabama (Mr. 
BACHUS). 

The amendment was agreed to. 
AMENDMENT NO. 12 OFFERED BY MR. ROSKAM 
Mr. ROSKAM. Mr. Chairman, I have 

an amendment at the desk. 
The Acting CHAIRMAN. The Clerk 

will designate the amendment. 
The text of the amendment is as fol-

lows: 

Amendment No. 12 offered by Mr. ROSKAM: 
Page 4, line 13, strike ‘‘IN GENERAL’’ and in-

sert ‘‘ANNUAL VOTE’’. 
Page 4, beginning on line 14, strike ‘‘or 

other meeting of the shareholders’’ and in-
sert ‘‘meeting of the shareholders (or a spe-
cial meeting in lieu of the annual meeting)’’. 

Page 5, beginning on line 7, strike ‘‘or 
other meeting of the shareholders’’ and in-
sert ‘‘meeting of the shareholders (or a spe-
cial meeting in lieu of the annual meeting)’’. 

Mr. ROSKAM. Mr. Chairman, I have 
offered this amendment to clarify some 
possibly misleading language in H.R. 
1257, and it simply strikes ‘‘or other 
meeting of the shareholders’’ and in-
serts ‘‘meeting of the shareholders or a 
special meeting in lieu of the annual 
meeting,’’ at page 4, line 14 and page 5, 
line 7. The bill would allow, as we have 
discussed, a separate, nonbinding 
shareholder vote to approve the com-
pensation of executives for any proxy, 
consent or authorization for an annual 
meeting. As currently drafted, the lan-
guage in the bill asserts that this 
would be an annual meeting or other 
meeting of the shareholders. This lan-
guage could potentially lead to allow-
ing multiple nonbinding shareholder 
votes throughout the year instead of 
just at the annual or special meeting in 
lieu of the annual meeting, and, there-
fore, clarification of this language is 
needed. Hence, the reason for the 
amendment. 

My concern is that if the current lan-
guage were to be placed into law, that 
multiple votes would be forced to be 
taken throughout the year which 
would distract the board and the execu-
tives from their primary responsibility, 
that is, ensuring that they put in place 
good business practices that benefit 
the shareholders’ investment instead of 
being distracted multiple times by a 
whole host of votes. 

The greater concern would be that 
these potential multiple votes would 
ensure fiscal and business priorities are 
not in the forefront of the board mem-
bers’ minds, ultimately having the ill 
effect on global competitiveness of 
American business. I spoke to the 
chairman earlier, and I believe that it’s 
a noncontroversial request to clarify 
language. 

I urge all of my colleagues to support 
the amendment. 

Mr. FRANK of Massachusetts. Mr. 
Chairman, I move to strike the req-
uisite number of words. 

The gentleman from Illinois has ac-
curately described this, and I urge its 
support. 

The Acting CHAIRMAN. The ques-
tion is on the amendment offered by 
the gentleman from Illinois (Mr. 
ROSKAM). 

The amendment was agreed to. 
AMENDMENT NO. 4, AS MODIFIED, OFFERED BY 

MR. FRANK OF MASSACHUSETTS 
Mr. FRANK of Massachusetts. Mr. 

Chairman, I rise to offer amendment 
No. 4 and to make a unanimous con-
sent request to modify it. 

The Acting CHAIRMAN. The Clerk 
will designate the amendment. 

The text of the amendment is as fol-
lows: 

Amendment No. 4 offered by Mr. FRANK of 
Massachusetts: 

Page 4, line 13, strike ‘‘IN GENERAL’’ and in-
sert ‘‘ANNUAL VOTE’’. 

Page 4, beginning on line 14, strike ‘‘or 
other meeting of the shareholders’’ and in-
sert ‘‘meeting of the shareholders (or a spe-
cial meeting in lieu of the annual meeting)’’. 

Page 4, line 16, strike ‘‘shall permit’’ and 
insert ‘‘shall provide for’’. 

Page 4, line 22, insert ‘‘the corporation or’’ 
after ‘‘binding on’’. 

Page 5, beginning on line 7, strike ‘‘or 
other meeting of the shareholders’’ and in-
sert ‘‘meeting of the shareholders (or a spe-
cial meeting in lieu of the annual meeting)’’. 

Page 6, line 3, strike ‘‘shall require’’ and 
insert ‘‘shall provide for’’. 

Page 6, line 6, insert ‘‘the corporation or’’ 
after ‘‘binding on’’. 

The Acting CHAIRMAN. The Clerk 
will report the modification. 

The Clerk read as follows: 
Modification to amendment No. 4 offered 

by Mr. FRANK of Massachusetts: 
Page 4, line 19, strike ‘‘shall permit’’ and 

insert ‘‘shall provide for’’. 
Page 4, line 25, insert ‘‘the corporation or’’ 

after ‘‘binding on’’. 
Page 6, line 5, strike ‘‘shall require’’ and 

insert ‘‘shall provide for’’. 
Page 6, line 8, insert ‘‘the corporation or’’ 

after ‘‘binding on’’. 

Mr. FRANK of Massachusetts (during 
the reading). Mr. Chairman, I ask 
unanimous consent that the amend-
ment, as modified, be considered as 
read and printed in the RECORD. 

The Acting CHAIRMAN. Is there ob-
jection to the request of the gentleman 
from Massachusetts? 

There was no objection. 
The Acting CHAIRMAN. Without ob-

jection, the amendment is modified. 
There was no objection. 
Mr. FRANK of Massachusetts. I ap-

preciate the other side going into their 
non-objectionable mode, at least for 
the nonce. 

I did this because I had an amend-
ment that included several provisions, 
one of which was identical to the provi-
sions the gentleman from Illinois just 
offered, and that having been adopted, 
it would be redundant to do it again. 
This is, again, I believe, a technical 
amendment. It simply tries to conform 
the language in the bill with regard to 
what it requires. 

I think the best way to say it, Mr. 
Chairman, is this. There was disagree-
ment on the substance of what we re-
quire. We did want to make it clear, 
however, that we weren’t requiring any 
more than that, and any suggestion 
that we might have been creating pro-
cedural or other kinds of obstacles, we 
wanted to work together to avoid. This 
is in furtherance of that, so I ask that 
the amendment be adopted. 

The Acting CHAIRMAN. The ques-
tion is on the amendment offered by 
the gentleman from Massachusetts 
(Mr. FRANK), as modified. 

The amendment, as modified, was 
agreed to. 

AMENDMENT NO. 6 OFFERED BY MS. JACKSON- 
LEE OF TEXAS 

Ms. JACKSON-LEE of Texas. Mr. 
Chairman, I offer an amendment. 

The Acting CHAIRMAN. The Clerk 
will designate the amendment. 
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The text of the amendment is as fol-

lows: 
Amendment No. 6 offered by Ms. JACKSON- 

LEE of Texas: 
Page 6, line 13, strike the close quotation 

marks and following period and after such 
line insert the following new paragraph: 

‘‘(3) WEBSITE DISCLOSURE OF VOTE.—Not 
later than 30 days after the votes provided 
for in paragraphs (1) and (2)(B) are counted, 
the issuer shall post the results of such vote 
in a prominent location on the issuer’s Inter-
net website (if the issuer maintains an Inter-
net website).’’. 

Ms. JACKSON-LEE of Texas. Mr. 
Chairman, let me thank the chairman 
of the full Committee on Financial 
Services and the ranking member. Let 
me answer, in the course of debating or 
discussing this amendment, a question 
that was raised in debate earlier today, 
and it made the point that nothing is 
being done. Let me make a resounding 
point of opposition to that statement 
and say, yes, something is being done. 
It is making the shareholders of Amer-
ica stakeholders in the major corpora-
tions of America. It’s making them rel-
evant. It’s making them equal, if you 
will, to those who make decisions 
about the termination of employees, 
the direction of business, and yet have 
no input from the holders of the com-
pany on the compensation of the chief 
executive. 

This is a positive step in the right di-
rection. It is a light at the end of the 
tunnel. And I say that because most re-
cently we heard of the most shocking 
termination of large numbers of em-
ployees of Citicorp. But some 24 hours 
later, we heard a small voice say that 
also the CEO would be looking to cut 
his compensation to let the share-
holders know and the employees know 
that he, too, would experience the pain 
of cutbacks. 

My amendment simply augments this 
legislation by suggesting, or requiring, 
that the votes that were taken by the 
shareholders be actually posted. So 
even though this is a nonbinding vote, 
all might be able to see. And I know 
that there are certainly other means of 
reporting this particular vote count, 
but I think it would be important to do 
so. 

Now, let me indicate that I want this 
bill to pass, and frankly, I want to find 
every way that we never have an Enron 
or WorldCom where individuals such as 
a Mr. Fastow had an enormous latitude 
of salary but wasn’t worried about 
bringing the company down. I want to 
work with this committee as we move 
forward. 

Mr. FRANK of Massachusetts. Mr. 
Chairman, will the gentlewoman yield? 

Ms. JACKSON-LEE of Texas. I would 
be happy to yield to the distinguished 
gentleman from Massachusetts. 

Mr. FRANK of Massachusetts. I 
thank the gentlewoman. She is, as al-
ways, a staunch defender of her con-
stituents, including those who were 
hurt by Enron. 

I could not object to this in principle, 
and I did say this. We made an effort to 
make this bill minimally intrusive. I 

would expect that these votes would be 
promptly published. But the gentle-
woman has a legitimate concern, and I 
would make this commitment to her: If 
this bill becomes law and we encounter 
any effort not fully and promptly to 
publish these, then I promise her an 
immediate hearing and action on her 
amendment. 

So I think we will take this, I hope, 
as a chance to give people the message, 
if this bill becomes law, it should be 
complied with forthrightly and effec-
tively; and if we encounter any efforts 
at any kind of obfuscation, then the 
gentlewoman, I promise her, will be 
back on the floor with our support. 

Ms. JACKSON-LEE of Texas. Re-
claiming my time, let me indicate in 
conclusion my desire to work with this 
committee, particularly since such a 
great impact has been experienced by 
those in the Houston area and cer-
tainly around the country. 

With that in mind, my intent was, of 
course, to further enhance the rights of 
stakeholders and shareholders. I look 
forward to working with the chairman 
and more importantly look forward to 
the compliance when this bill becomes 
law so that all are, if you will, in con-
cert with the prompt and efficient 
leadership of America’s corporations. 

Thank you for the opportunity to speak on 
my amendment to H.R. 1257, the ‘‘Share-
holder Vote on Executive Compensation Act.’’ 
My amendment is a step towards trans-
parency. 

By requiring the company to post in a 
prominent place, on the company’s website 
the results of any shareholder votes on execu-
tive compensation, shareholders, consumers, 
and the general public will regain their con-
fidence in corporate America. 

My amendment is non-controversial and 
makes sense, and its Shareholders, employ-
ees, vendors, and the public have a vested in-
terest in transparency, especially in light of the 
numerous corporate scandals that have oc-
curred in recent years. 

I urge my colleagues to support this legisla-
tion. Executive salaries have risen dramati-
cally, while the average American worker con-
tinues to struggle. 

My amendment and the underlying bill will 
hold board members accountable for their de-
cisions regarding executive compensation. 
While many on the other side of the aisle have 
mentioned unintended consequences in their 
objection to this legislation, I will mention the 
real consequences. The real consequence of 
passing this legislation along with my amend-
ment is the positive message we will send to 
the American people. That message is that 
we, Members of Congress are more con-
cerned with the problems facing the struggling 
middle class than we are in helping corporate 
CEO’s hide the amount of their compensation 
from the American people. I urge you to sup-
port my amendment. 

Mr. Chairman, I ask unanimous con-
sent to withdraw this amendment. 

The Acting CHAIRMAN. Without ob-
jection, the amendment is withdrawn. 

There was no objection. 

b 1840 
AMENDMENT NO. 13 OFFERED BY MR. SESSIONS 
Mr. SESSIONS. Mr. Chairman, I offer 

an amendment. 

The ACTING CHAIRMAN. The Clerk 
will designate the amendment. 

The text of the amendment is as fol-
lows: 

Amendment No. 13 offered by Mr. SES-
SIONS: 

Page 6, line 13, strike the close quotation 
marks and following period and after such 
line insert the following new paragraph: 

‘‘(3) DISCLOSURE OF ACTIVITIES TO INFLU-
ENCE VOTE.—Notwithstanding paragraphs (1) 
or (2)(B), a shareholder’s vote shall not be 
counted under such paragraphs if the share-
holder has spent, directly or indirectly, more 
than a de minimis amount of money (as de-
termined by the Commission) on activities 
to influence a vote of other shareholders, un-
less such shareholder discloses to the Com-
mission, in accordance with rules prescribed 
by the Commission— 

‘‘(A) the identity of all persons or entities 
engaged in such a campaign; 

‘‘(B) the activities engaged in to influence 
the vote; and 

‘‘(C) the amount of money expended on 
such a campaign.’’. 

Mr. SESSIONS. Mr. Chairman, my 
amendment would, very simply, pro-
vide sunshine and transparency for 
shareholders so that there is full dis-
closure about who is financing efforts 
to influence their vote on this new con-
gressionally mandated, nonbinding 
shareholder resolution. Let me give an 
example of a substantially similar dis-
closure requirement that every Mem-
ber of this body understands, because it 
is already a current practice. 

As Federal candidates, we are each 
obligated to disclose to the Federal 
Election Commission the name, occu-
pation and amount given from each of 
our donors. These funds can then be 
used for FEC-approved campaign pur-
poses. We require this, as well as we 
create caps for the amount that can be 
donated over a legislation cycle, be-
cause public interest is advanced by 
letting those who cast votes for their 
Members of Congress know who funds 
these campaigns. 

My amendment would not limit the 
amount that can be spent like the FEC 
does for political contributions on the 
amount that people or organizations 
like labor bosses, environmental 
groups or consumer advocates spend on 
influencing this new mandatory non-
binding vote. 

The purpose of this amendment is 
not to impede the ability of organiza-
tions to influence this vote. If they 
hold shares in stock, they would be 
willing to express their desires. The 
point of this amendment is simply to 
provide voters, in this case, share-
holders, with access to information 
about who is spending money to influ-
ence that vote. 

My amendment tasks the Securities 
and Exchange Commission with setting 
a de minimis level of spending and with 
collecting important information 
about anyone or any organization that 
spends over that amount to influence 
this vote, including who is spending 
the money, what they are spending the 
money on and how much they are 
spending to influence the votes of other 
shareholders. If an individual wants to 
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spend more than this de minimis 
amount and not disclose their identity 
to shareholders, they are still perfectly 
able to do so. However, their votes 
would no longer count in this manda-
tory vote. 

My amendment provides an appro-
priate level of transparency for share-
holder elections. And if we believe that 
voters deserve this information, then 
we should also be willing to give share-
holders this same level of trans-
parency. 

I firmly disagree with the Democrat 
majority, with the underlying premise 
of this legislation that it is the Federal 
Government’s job to place this non-
binding mandate on private entities, 
especially because public companies 
are already empowered to take this 
shareholder vote if they so choose and 
because there is no obligation for any-
one to own shares in the company if 
they do not like the way that it is 
being managed. 

I am also confused by the Democrat 
majority’s recent conversion to the 
merits of democracy in determining an 
organization’s actions. Less than 2 
months ago, the same leadership 
brought to the floor legislation that 
strips American workers of the right to 
use a secret ballot to decide whether or 
not to unionize, and provides for un-
precedented intimidation of employees 
by union bosses under a fundamentally 
antidemocratic process known as ‘‘card 
check.’’ 

But if we are going to pass this inter-
ventionist legislation, my amendment 
would be one small step in the right di-
rection towards giving shareholders all 
the disclosures that they might need to 
make an informed decision. 

Mr. Chairman, I include for the 
RECORD a letter of support from the 
American Shareholders Association 
that was sent to Speaker PELOSI in 
support of my amendment. 
AMERICAN SHAREHOLDERS ASSOCIATION, 

Washington, DC, April 18, 2007. 
Hon. NANCY PELOSI, 
Speaker, House of Representatives, 
Washington, DC. 

DEAR SPEAKER PELOSI: On behalf of Amer-
ican Shareholders Association (ASA), I wish 
to express this organization’s strong support 
for an amendment to be offered to H.R. 1257 
by Rep. Pete Sessions. In short, this amend-
ment seeks greater disclosure of funding de-
signed to influence shareholder votes. 

Over the past several years we have wit-
nessed the rise of special interest groups 
seeking to turn boardroom votes into polit-
ical campaigns. While activist investors 
seeking to increase shareholder value is wel-
come by our standards, we have become in-
creasingly concerned by activist investors 
seeking to achieve political gain with board 
votes and little regard to what is in the best 
interests of shareholders. 

As such, today’s vote on H.R. 1257 should 
be amended to impose sunlight on the polit-
ical campaigns being waged in corporate 
boardrooms, which the Session amendment 
achieves. This is accomplished by tasking 
the Securities and Exchange Commission 
with collecting information regarding the 
shareholders spending money to influence 
the vote; the amount spent; and the activi-
ties the money was spent on. 

While corporate governance is a worth-
while objective we have witnessed a substan-

tial increase in the number of shareholders 
using this term as a guise at the expense of 
individual shareholders. The Sessions 
amendment is designed to protect individual 
investors from these activities and I urge 
you and the entire Democratic Caucus to 
support this very worthy amendment. 

Sincerely, 
DANIEL CLIFTON, 

Executive Director. 

Mr. GEORGE MILLER of California. 
Mr. Chairman, I rise in opposition to 
the amendment. 

I don’t know how many conversa-
tions Members of this House have had 
with corporate officers and leaders, but 
very often when you ask them why 
they will do something or not do some-
thing, they tell you that they are there 
because they have to take care of their 
shareholders, they have to protect 
their shareholders, and the share-
holders control the corporation. 

But when we get to executive pay, all 
of a sudden we find out that they really 
don’t want to have this discussion 
among shareholders about executive 
pay. And here we are presented with an 
amendment that is designed to close 
down those discussions, and it is cer-
tainly designed to close down those dis-
cussions among average shareholders. 

I don’t know when the shareholder 
gets the determination of whether or 
not they have spent a de minimis 
amount of money or not. I don’t know 
for a retiree, for a pensioner or a work-
er of that corporation, if they spend 
$100 or $500, if they give to a campaign, 
is that a de minimis amount? Maybe to 
them it is not, but it may be to the 
campaign. I don’t know when that de-
termination is made so that they can 
then speak out or not speak out or 
have their vote counted. 

And when are they in jeopardy or not 
in jeopardy? I don’t know. Are they re-
sponsible for the rest of the campaign 
if they simply decide to send money to 
a campaign and vote their vote because 
it is the only organization available 
when it is an organization if pensioners 
decide that they don’t like the direc-
tion this company is going? 

So what you are really doing here is, 
you are trying to chill the speech and 
freeze the speech by putting them and 
holding them responsible for the dis-
closure that they may not have any 
control over. They may not have any 
control over the entities, all persons or 
entities engaged in such a campaign, 
they may not know that. They may 
know they just don’t like that execu-
tive compensation or they want a dis-
cussion of it. They don’t necessarily 
know the activities engaged in to influ-
ence the vote. 

You know, a lot of times people will 
hear about these campaigns in the 
newspaper because they are there, and 
they don’t know the amount of money 
that is expended on the campaign. 
When do they get to vote? When do 
they get to vote? They don’t have this 
information on their person, so to 
speak, but unless they can comply with 
this form, their vote is not counted. 

Now, let’s flip it over to the other 
side. The corporation can use corporate 

funds to make a general solicitation of 
proxies. They don’t even have to speak 
about this campaign, they don’t even 
have to speak about executive pay. 
They make a general solicitation. They 
say the shareholders’ meeting is com-
ing up, this is the agenda and this is 
what is going to be on it. Then they get 
to vote any way they want. What the 
hell is going on here? 

I want to spend $100 or $500 because I 
think that this is not in the best inter-
est of me. I am a shareholder, I own the 
stock, and I have got to jump over all 
the hoops; and the corporation just 
glides through an election and they 
have the proxies. This sounds like the 
problem with executive compensation; 
the decision is made at the corporate 
level, and nobody gets to second-guess 
it. 

Send out a general solicitation. 
Maybe there is no campaign against ex-
ecutive pay at the time that the solici-
tation for proxies goes out. You know 
why? Because very often most people 
don’t know what the executive pay is. 
You can read that form until you are 
blue in the face and you don’t know 
what it is. 

How many times have we heard exec-
utive compensation boards say, I was 
in the room, I didn’t know we were 
paying them $37 million? I was in the 
room, I didn’t know he got those stock 
options. I was in the room. That is why 
we started putting responsibility on 
people who were in the room. 

But now this poor shareholder, this 
poor shareholder who is not in the 
room, who is not on the inside deal, 
this person has to jump through hoops. 
And then I guess what do you do? You 
petition to have them count your vote, 
and then in the petition you say, to the 
best of my knowledge, these are all 
persons who were engaged in the cam-
paign, and to the best of my knowl-
edge, this is what they did to influence 
a vote, to the best of my knowledge, 
this is the amount of money spent; and 
if it turns out to be wrong, your vote is 
thrown away. You call that democ-
racy? That sounds like what they call 
democracy in Latin America or some-
thing. 

Mr. FRANK of Massachusetts. Mr. 
Chairman, will the gentleman yield? 

Mr. GEORGE MILLER of California. 
I yield to the gentleman from Massa-
chusetts. 

Mr. FRANK of Massachusetts. The 
gentleman should give my friends on 
the other side credit for consistency. 
As he knows, their definition of democ-
racy has recently frequently included 
throwing votes away. 

Mr. GEORGE MILLER of California. 
You mean those 13,000 in Florida that 
are missing? I thank the gentleman. 

So this is an incredibly one-sided 
amendment. This should not be accept-
ed by this House. This certainly should 
not be accepted when the purpose of 
the legislation is to expand the partici-
pation, the meaningful participation of 
the shareholders, the people who made 
a decision to go out and to buy the 
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stock, or they earned it in their retire-
ment fund. 

b 1850 

The Acting CHAIRMAN. The time of 
the gentleman from California (Mr. 
GEORGE MILLER) has expired. 

Mr. GEORGE MILLER of California. 
Mr. Chairman, I ask unanimous con-
sent to proceed for 2 additional min-
utes. 

The Acting CHAIRMAN. Is there ob-
jection to the request of the gentleman 
from California? 

Mr. SESSIONS. I don’t have an objec-
tion. I would ask the same. 

Mr. FRANK of Massachusetts. I will 
extend the gentleman a similar cour-
tesy. 

Mr. SESSIONS. Then that would be 
fine; the gentleman may continue. 

The Acting CHAIRMAN. Without ob-
jection, the gentleman is recognized 
for 2 additional minutes. 

There was no objection. 
Mr. GEORGE MILLER of California. 

The point is this. The purpose of this 
legislation is to address a situation 
which has unfolded in this country in 
front of so many American workers, so 
many retirees, so many people who are 
close to retirement, when all of a sud-
den they see that, in the executive 
suites, they take care of themselves in 
the cloak of secrecy. And so when all of 
a sudden a major airline, a major auto-
mobile company or any other major 
corporation goes into bankruptcy, they 
find out that the executives, as part of 
their compensation, decided that they 
would have a bulletproof deferred re-
tirement compensation plan, a bullet-
proof pension plan; while everybody 
else was in bankruptcy, that they cre-
ated a trust, all part of executive com-
pensation. And that is why people are 
now saying these shareholders, the 
vaunted basic fundamental makeup of 
the corporation, the shareholders 
should be engaged in this conversation. 

This amendment comes to the fore-
front and really starts to strip away 
that discussion. Reminding you, this is 
a discussion, since this is a nonbinding 
advisory vote, so this is a discussion 
and a vote. And so the question really 
is, are we going to take the very same 
people who we pay great deference to 
when the corporation wants to tell you 
why they have to do something or they 
can’t do something, it is because of the 
shareholders; but when it comes to ex-
ecutive compensation, we are going to 
shut down the ability of those indi-
vidual shareholders and retirees and 
others to be able to have this discus-
sion about executive compensation. 
And executive compensation is getting 
so large now that it in fact does impact 
the shareholders, because many cor-
porations if you look at it, you think 
how much would they have to do to 
drive that amount of money to the bot-
tom line? What would they have to do 
to drive that amount of money to the 
bottom line? This amendment should 
be rejected because it is contrary to 
the purpose and intent of this bill. 

Mr. FRANK of Massachusetts. Mr. 
Chairman, I ask unanimous consent 
that the gentleman from Texas be per-
mitted to proceed for 2 additional min-
utes. 

The Acting CHAIRMAN. Without ob-
jection, the gentleman from Texas is 
recognized for 2 minutes. 

There was no objection. 
Mr. SESSIONS. Mr. Chairman, I ap-

preciate the gentleman from California 
as well as the gentleman from Massa-
chusetts, who, as the chairman of the 
committee, has forthrightly come be-
fore the Rules Committee, made him-
self available and is doing so again to-
night on the floor. 

Mr. Chairman, it is quite simple that 
this is about transparency, and I think 
that is what this bill is about. It is 
about bringing transparency and some 
clarity to a shareholder, to be able to 
know a little bit more and to express 
themselves about what they think 
about executive compensation. 

I disagree with that. But let’s add 
some more transparency and at least 
say that if someone else is going to be-
come engaged in the effort, other than 
the individual shareholder, that they 
be given an opportunity to have to at 
least register their activities and what 
they are doing. The Securities and Ex-
change Commission, just like the Fed-
eral Election Commission, has a lot of 
knowledge about how business works 
and how transactions work. I have no 
reason to assume that, let’s say, GE, 
that they would have a shareholder for 
GE held to some standard of $500 or 
$1,000 as the gentleman suggests, that 
some retiree could not influence as 
many people as they wanted, that they 
would have to go through a reporting 
process. 

Mr. Chairman, the bottom line is 
that this should be about doing the 
right thing, where we would under-
stand who was on what side, what they 
were attempting to influence and 
whether they were trying to influence 
the corporation in some way. I think 
shareholders should know about that. 

I believe that the SEC could forth-
rightly understand that the size of the 
company, the size of the mailing and 
those things that happen would be ap-
propriately determined. Obviously, if 
you are going to go on TV, that thresh-
old might be less. If you are going to go 
in the mail, perhaps a different thresh-
old. But what I am suggesting to you is 
it is not us setting the standard; it is 
the Securities and Exchange Commis-
sion that wants to regulate, in a fair 
and proper way, the marketplace. 

The Acting CHAIRMAN. The time of 
the gentleman from Texas (Mr. SES-
SIONS) has expired. 

(On request of Mr. FRANK of Massa-
chusetts, and by unanimous consent, 
Mr. SESSIONS was allowed to proceed 
for 1 additional minute.) 

Mr. SESSIONS. I do thank the gen-
tleman in fairness for giving me the ad-
ditional minute that they were given. 

So I would ask this body to under-
stand today that we might well be 

passing this bill, but that this amend-
ment process is to bring forward ideas 
that bring clarity and understanding of 
transparency. I believe shareholders 
would also be entitled to know who is 
attempting to influence them and what 
those words might be that they choose, 
rather than just beating up a company. 
I don’t think it is good for anybody in 
this country to receive a message that 
might be aimed at someone without 
full disclosure, without the proper no-
tification about who they were and 
what their intentions were. This is 
about transparency. This is about sun-
light. This is about doing the right 
thing that would enhance the bill that 
is before us today. 

Mr. Chairman, I appreciate the op-
portunity for Mr. FRANK to be able to 
not only forthrightly offer me the time 
in fairness, I would also like to thank 
the Rules Committee, of which I have 
been a member now for 9 years. I un-
derstand what we are doing here, and I 
will say that I appreciate the way this 
bill has been handled. 

Mr. WATT. Mr. Chairman, I move to 
strike the last word. 

I rise in opposition to the gentle-
man’s amendment. 

The gentleman has indicated that 
this is about transparency. I really 
don’t think it is about transparency. 
The underlying bill is about trans-
parency and giving shareholders the in-
formation they need to at least express 
themselves about salary increases and 
golden parachutes, both of which I 
think all of my colleagues have ac-
knowledged are problems that need to 
be addressed. 

What this amendment is about is 
more about two things. One is the abil-
ity to express ourselves to each other 
as shareholders without impediments. 
That at some level is a free speech 
issue. The second thing this amend-
ment is about is balance. What the gen-
tleman would say to shareholders is, if 
you communicate with other share-
holders about executive compensation 
or a golden parachute, then your vote 
gets disqualified. But if the corporate 
executive communicates with other 
shareholders about this issue, they can 
do it in an unimpeded way and without 
any consequence. 

So if the gentleman were interested 
in making this a balanced amendment, 
what he would do is to add a provision 
that said, if the executives commu-
nicated with the shareholders about 
the vote, then they would be disquali-
fied from getting any salary increase if 
they didn’t disclose if they had spent 
anything other than a de minimis 
amount of money communicating with 
the shareholders. That would give it 
some balance. But right now, it is, as 
the gentleman from California has 
pointed out, a completely unbalanced 
equation. And it is not unlike what is 
already existing in this executive com-
pensation arena because the scales are 
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totally unbalanced against share-
holders, and the underlying bill at-
tempts to at least in some measure re-
store a sense of balance and give share-
holders more rights. It doesn’t do it in 
an intrusive way. In fact, there are a 
number of proposals, including one on 
the Senate side, that would be a lot 
more intrusive than this bill. 

I think this is the least intrusive way 
to do it, and I support the underlying 
bill and oppose the gentleman’s amend-
ment to the bill. 

b 1900 

The Acting CHAIRMAN. The ques-
tion is on the amendment offered by 
the gentleman from Texas (Mr. SES-
SIONS). 

The question was taken; and the Act-
ing Chairman announced that the noes 
appeared to have it. 

Mr. SESSIONS. Mr. Chairman, I de-
mand a recorded vote. 

The Acting CHAIRMAN. Pursuant to 
clause 6 of rule XVIII, further pro-
ceedings on the amendment offered by 
the gentleman from Texas will be post-
poned. 
AMENDMENT NO. 5 OFFERED BY MR. GARRETT OF 

NEW JERSEY 
Mr. GARRETT of New Jersey. Mr. 

Chairman, I offer an amendment. 
The Acting CHAIRMAN. The Clerk 

will designate the amendment. 
The text of the amendment is as fol-

lows: 
Amendment No. 5 offered by Mr. GARRETT 

of New Jersey: 
Page 4, line 13, strike ‘‘Any proxy’’ and in-

sert ‘‘Subject to paragraph (3), any proxy’’. 
Page 5, line 6, strike ‘‘In any proxy’’ and 

insert ‘‘Subject to paragraph (3), in any 
proxy’’. 

Page 6, line 13, strike the close quotation 
marks and following period and after such 
line insert the following:2 

‘‘(3) CONDITIONS TRIGGERING VOTE.—The 
shareholder vote requirements of this sub-
section shall only apply if the executive 
compensation (as disclosed pursuant to the 
Commission’s compensation disclosure rules) 
exceeds by 10 percent or more the average 
compensation for comparable positions— 

‘‘(A) in companies within the issuer’s in-
dustry; and 

‘‘(B) among companies with comparable 
total market capitalization, 

as determined in accordance with regula-
tions issued by the Commission.’’. 

Mr. GARRETT of New Jersey. Mr. 
Chairman, I rise to offer this straight-
forward and commonsense amendment 
today to provide shareholders and com-
panies better guidance on what con-
stitutes an excessive executive com-
pensation package that this interven-
tionist, otherwise, legislation before us 
does. 

But before I do that, I commend the 
distinguished chair of the committee 
for his hard work on this legislation, 
but I would like to point out an incon-
sistency in his approach to this legisla-
tion. 

We now have before us new SEC 
guidelines on executive compensation 
transparency. These new rules, unfor-
tunately, have not even been given a 
chance, not an opportunity to bear any 

results or any fruit whatsoever. So 
without giving time to see if these new 
SEC rules will work, the chairman and 
this House are rushing ahead to con-
sider legislation to address the issue. 

But on the other hand, Mr. Chair-
man, in regards to Sarbanes-Oxley re-
form, the SEC is also considering new 
guidelines to address numerous con-
cerns, and in that case, the chairman 
believes that Members need to be pa-
tient and let the SEC do its job. In 
fact, we have not even had a single 
hearing on that topic. We are told we 
need to wait and see if the new regula-
tions will fix the current problems in 
the corporate sector. 

But after listening to numerous argu-
ments by the chairman about incon-
sistency, and even tonight as well, I 
thought it important to point this out, 
that we should be consistent on these 
two matters and to give both avenues 
an appropriate time to work things 
through. But if we are not going to do 
that, that is why I propose this amend-
ment. 

This commonsense amendment I 
have offered today attempts to keep us 
focused on the perceived problems of 
excessive compensation. This amend-
ment would establish a trigger that 
would have to be met before share-
holders vote on executive compensa-
tion packages. The trigger would re-
quire that executive compensation ex-
ceed by 10 percent or more the average 
compensation for comparable indus-
tries in that particular sector and 
would require that the executive com-
pensation question exceed by 10 per-
cent or more the average compensation 
for comparable positions among com-
panies with comparable total market 
capitalization. In essence, the SEC is 
being tasked with deciding which com-
panies fit into these two categories for 
the purposes of determining these two 
percentages. 

So, it is simple. Essentially my 
amendment seeks to limit the required 
votes to instances where the disclosed 
excessive compensation in question 
grossly exceeds the norm and provides 
a quantitative guideline for what con-
stitutes the norm and what constitutes 
gross excess. If the underlying bill were 
to pass as it is currently drafted, we 
will be forcing literally thousands of 
public companies across this country 
to conduct shareholder votes on every 
single pay package for every single 
CEO of every single public company all 
the time. 

Now, while the courts have said be-
fore ‘‘we know it when we see it’’ can 
be a useful test in certain cir-
cumstances, if we have the ability to 
provide better guidelines to American 
businesses and consumers, then we 
should do so in this legislation. 

We all know of the large compensa-
tion packages that have been given 
over the last several years. The media 
has ensured that those that receive ex-
traordinary pensions make it to the 
media, but you know, for every one of 
those huge packages, there are lit-

erally hundreds, maybe thousands, of 
other compensation packages that are 
far more standard. They are within the 
norm, and we really should not be re-
quiring a vote on each and every one of 
those that are falling into that cat-
egory and failing to give the share-
holders in those cases the proper infor-
mation. 

So, by adopting this amendment, we 
will allow thousands of hardworking 
public companies to continue their 
day-to-day work without interruption, 
and we will be better able to focus on 
the new executive compensation pack-
ages that are outside of the compara-
tive norm and may not be in the best 
interests of the shareholders. 

Mr. WATT. Mr. Chairman, will the 
gentleman yield? 

Mr. GARRETT of New Jersey. I yield 
to the gentleman from North Carolina. 

Mr. WATT. Mr. Chairman, I am just 
trying to be clear, under your amend-
ment, who would make this determina-
tion of whether it is outside the norm? 
Where would the information come 
from? Has anybody done a cost anal-
ysis of what it would cost to obtain 
this information? 

Mr. GARRETT of New Jersey. Re-
claiming my time, the SEC, as I said, 
will be tasked with deciding which 
companies fit into these categories for 
the purposes of determining these per-
centages. 

Mr. WATT. Is that spelled out in 
your amendment? 

Mr. GARRETT of New Jersey. Yes. 
Mr. WATT. Okay. 
Mr. SCOTT of Georgia. Mr. Chair-

man, I move to strike the last word. 
I rise to oppose the amendment from 

my good friend from New Jersey. I cer-
tainly can appreciate and value his 
thought and his effort. He presented 
this amendment in committee. It was 
voted down at that time. The chairman 
has seen fit for us to explore it here. 

I think it is very, very important to, 
first of all, take a very good look at 
this amendment because I think the 
American people have certainly tuned 
into this debate, and on the surface of 
it, it sounds very nice and good. You 
recognize that there is a problem; you 
are just saying that it ought to be, let 
us just deal with that that is above 10 
percent. 

But let us look at the wording of this 
amendment for a moment just to show 
the difficulty of it. It would allow 
shareholder votes on executive com-
pensation packages but only if execu-
tive compensation at the company ex-
ceeds 10 percent or more the average 
compensation at companies within the 
same industry and among companies 
with comparable total market capital-
ization. A very complicated procedure 
at best. 

One of the first and most funda-
mental reasons why we oppose this 
amendment is because it is cleverly de-
signed to do one thing and one thing 
only, and that is basically to gut this 
bill because it is totally unenforceable. 

The gentleman from North Carolina 
raises a very important point that I 
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raise. You know, how can you deter-
mine this? Who determines this? And 
when you say, the Securities and Ex-
change Commission, they are not in 
power to do this. What sanction do you 
have? And is it ‘‘and’’ or is it ‘‘or’’ mar-
ket capitalization of 10 percent? 

Let me get my point out a little fur-
ther. As you go in and you talk about 
the Securities and Exchange Commis-
sion and their rules and what they are 
doing, it is clear to understand that 
there is nothing within what the SEC 
is proposing that ensures the bottom 
line of what we are after, and that is 
investor confidence in the trans-
parency and accountability. 

This is a very different time within 
the history of American enterprise. We 
have ballooned into a stratosphere of 
CEO compensation. That is also com-
pounded by a new culture within cor-
porate America. You no longer have 
the sole cases of the man coming up, 
working his way up through the com-
pany, works his way up and spends 20, 
30 years with the company, 25, 40 years 
with the company and becomes CEO. 
No, what you have now is a series of 
hired guns who move from company to 
company, with a battery of lawyers, 
with packages and sort of like free 
agents here at this corporation, one at 
another, one the next, different indus-
tries. 

So what we have here is a response to 
that situation that has resulted in 
these very personalized compensation 
packages that are made among two or 
three interested parties and a board of 
directors member perhaps of a com-
pensation team and this individual 
without any input from the legitimate 
owners of the company that invest in 
it. 

Now, let me make one other point 
very clear of what we are doing. All the 
companies, we should not single out 
any companies say if it is 10 percent of 
this or that, even if you could define 
the rather complicated formula that 
you have. What we are saying is every 
stockholder, every company with 
shareholders publicly traded, should 
have that opportunity to weigh in and 
have a say on the compensation pack-
ages. 

I might add that, in the point that 
was spoken before, when you said, well, 
these companies will fold up and they 
will come off and not be public any-
more and be private, that in and of 
itself points out the need for this bill. 
For if a company, based upon just 
wanting to keep secret or keep within 
the domain what one CEO, one em-
ployee, that desire would force them to 
go private, that lets you know right 
there if that happens, but as the infor-
mation is flowed to us, every company 
that has had a say-so on this, you name 
it, I mentioned AFLAC, the Coca-Cola 
company and Home Depot, which just 
had a little hit here, but even they are 
moving. 

Mr. ROSKAM. Mr. Chairman, I move 
to strike the last word, and I yield to 
the gentleman from New Jersey (Mr. 
GARRETT). 

Mr. GARRETT of New Jersey. Mr. 
Chairman, the amendment before us, in 
fact, is intended to strengthen the bill 
and not, as the gentleman says, to gut 
the bill. 

How does it strengthen the bill? It 
does so by addressing the exact prob-
lem that the gentleman just set forth 
as what they were intending to do with 
the legislation in the first place. 

The gentleman, and also in com-
mittee, went on and all the testimony 
was about excessive compensation 
packages and how this is an egregious 
situation for this country and for the 
investors. I do not think we had one 
person who came before the com-
mittee, nor has anyone from the other 
side of the aisle made an example of 
saying that we should be doing some-
thing about fair compensation pack-
ages or compensation packages that 
only went up a small percentage. 

All the testimony, all the argument 
before, all the argument we have heard 
tonight is about excessive compensa-
tion packages, and that is what my 
amendment does. It says, look to, how 
do we focus this thing on really where 
the problem is, excessive compensation 
packages, and we do that by specifi-
cally delineating it, by saying that it is 
10 percent or more of the above aver-
ages for the industry’s norm. 

Secondly, the gentleman from the 
other side points out that the investor 
does not have any input. Of course, he 
does, and when the case is involving an 
excessive compensation package, then 
he will have the input to make his 
voice heard. 

Thirdly and finally, I think we see 
the difference of approach as to where 
the burden in these situations should 
apply. Should it apply to honest, law- 
abiding, good, hardworking citizens 
and businesses in this country, or 
should the burden be placed on govern-
ment? My amendment would say that 
the burden is put on the SEC to make 
the determination to make those find-
ings, and yes, it will be some burden to 
do so, but it is on the SEC to make 
those findings. We should not be plac-
ing these excessive burdens on the 
business sector. If they are doing what 
their stockholders want them to do, 
growing and expanding their busi-
nesses, hiring CEOs that are making 
salaries that are fair for them and are 
within the norm, we should not be 
placing an additional burden on them. 

Mrs. MALONEY of New York. Mr. 
Chairman, I move to strike the last 
word. 

I thank my dear colleague, Mr. GAR-
RETT, on the other side of the aisle for 
your strong support for the TRIA bill 
and for coming to New York for that 
very important hearing. It is a chal-
lenge that both of our States face, and 
I congratulate your leadership on that 
very important measure. 

But, regrettably, I rise in opposition. 
I do not see this amendment as 
straightforward and helping the proc-
ess. It appears to just complicate it. It 
sets triggers and hoops that you have 

to jump through before we can get to a 
vote. 

The underlying purpose of this bill is 
to allow shareholders to have a vote on 
a link between pay and performance. If 
a CEO is doing an absolutely fabulous 
job and coming up with new ideas and 
creating new industries and employing 
thousands and thousands of Americans, 
as a shareholder, I would probably vote 
a big pay increase. 

b 1915 
But if that CEO was like New Cen-

tury, where the CEO recently, I think 
was in the paper today, this gentleman 
walked away with a multimillion-dol-
lar bonus and $13 million of profit in 
stock options while his company went 
bankrupt, and thousands of their bor-
rowers are facing the loss of their 
homes. As a shareholder, I would be 
voting, very strongly, ‘‘no’’ on that pay 
package. 

To me, the underlying thrust of this 
is to allow the voice of shareholders in 
the democracy of their companies and 
our country and to tie pay to perform-
ance. As a shareholder, I would vote for 
a large pay increase to someone who is 
doing a good job. But too often we hear 
about people who are doing a terrible 
job, bankrupting pensions, running 
their companies into the ground. With 
their cronies on the board, and their 
close friends walking away with these 
huge packages, it’s really not good for 
the country, it’s not good for cap-
italism, it’s not good for business. 

This proposal also would increase the 
cost and length of the time for both the 
firms and the SEC. The SEC is overbur-
dened now, but this puts more burdens 
on them to collect the data and cal-
culate the 10 percent that is required 
before they come forward and make the 
decision. 

I join my colleagues. This was round-
ly defeated in the committee earlier, 
and I believe it should be defeated on 
the floor. 

I would like to speak just a little bit 
about what I am so deeply concerned 
about, and why I think this is such an 
important bill. Like many of my col-
leagues, I am very concerned about the 
rising economic inequality in this 
country. Under the Bush administra-
tion, it has just gone like that. I don’t 
think it’s good for the country or for 
our future. 

Despite 5 years of economic expan-
sion, most American families have 
struggled just to hold their economic 
ground on President Bush’s watch. 
Strong productivity growth has not 
translated into higher wages for most 
American workers. Those who were al-
ready well-to-do are those who con-
tinue to grow. 

As this chart shows, and I think it’s 
an important one, the red bar shows 
only modest gains concentrated in the 
upper half of the distribution from 2000 
to 2006. The divergence between the 
haves and the have-nots and the Bush 
economy stands in marked contrast to 
the second term of the Clinton admin-
istration. The blue bars, where real 
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wages and gains were strong up and 
down the economic ladder for all peo-
ple, the economy grew, not just for the 
top, but for all of our citizens. 

The people experiencing the largest 
wage gains are executives and highly 
compensated individuals. While ordi-
nary workers are not really sharing in 
this economic growth, their paychecks 
have not really grown after inflation. 

I want to show the CEO chart, be-
cause it goes really to part of this bill. 
Now, this chart shows the compensa-
tion, as the bar on the left shows, in 
the 1980s, the average CEO made about 
50 times as much as the average work-
er. As the bar on the right shows in 
2004, that ratio was seven times great-
er. The average CEO made about 350 
times the pay of the average worker. 

According to recent studies, that fig-
ure has only gone up. The average CEO 
made 500 times the pay of the average 
worker in 2006. I say that it’s time for 
shareholders to have a say and that 
this underlying bill is long overdue. 

I congratulate Chairman FRANK for 
his effort here. It’s measured, it’s rea-
sonable, and it will enhance share-
holder democracy and rein in the ex-
cesses of executive compensation. 

I would just like to conclude, the 
main reason I am opposed to your 
amendment, Mr. GARRETT, although I 
have a great deal of respect for your 
work and we have agreed in many 
ways, is, it does not link the pay to 
performance. That is what we want to 
get to the shareholders. That is what is 
good for economic growth for our coun-
try. 

The Acting CHAIRMAN. The ques-
tion is on the amendment offered by 
the gentleman from New Jersey (Mr. 
GARRETT). 

The question was taken; and the Act-
ing Chairman announced that the noes 
appeared to have it. 

Mr. GARRETT of New Jersey. Mr. 
Chairman, I demand a recorded vote. 

The Acting CHAIRMAN. Pursuant to 
clause 6 of rule XVIII, further pro-
ceedings on the amendment offered by 
the gentleman from New Jersey will be 
postponed. 

AMENDMENT NO. 2 OFFERED BY MR. CAMPBELL 
OF CALIFORNIA 

Mr. CAMPBELL of California. Mr. 
Chairman, I offer an amendment. 

The Acting CHAIRMAN. The Clerk 
will designate the amendment. 

The text of the amendment is as fol-
lows: 

Amendment No. 2 offered by Mr. CAMPBELL 
of California: 

Page 4, line 13, strike ‘‘Any proxy’’ and in-
sert ‘‘Subject to paragraph (3), any proxy’’. 

Page 5, line 6, strike ‘‘In any proxy’’ and 
insert ‘‘Subject to paragraph (3), in any 
proxy’’. 

Page 6, line 13, strike the close quotation 
marks and following period and after such 
line insert the following: 

‘‘(3) MAJORITY-ELECTED BOARD EXEMP-
TION.—The shareholder vote requirements of 
this subsection shall not apply with respect 
to any issuer that requires the members of 
its board of directors to be elected by a ma-
jority of the votes cast in a shareholder elec-
tion of such board.’’. 

Mr. CAMPBELL of California. Mr. 
Chairman, as has been mentioned in 
the debate tonight, we had a sub-
stantive hearing on this subject, and 
there were six witnesses at that hear-
ing. The witnesses were split as to the 
substance of the bill that is before us. 
Four of them liked the bill, supported 
it, and two of them opposed the bill. 
However, there was one thing on which 
there was unanimity with the wit-
nesses. All six witnesses agree that a 
better solution, a better proposal, 
would be to allow to have shareholders, 
or to require companies to require a 
majority vote before seating a share-
holder on the board. 

All six witnesses preferred that to 
this very prescriptive executive com-
pensation proposal. Because, as we dis-
cussed earlier, that would actually give 
shareholders more rights, through the 
board, to express their displeasure with 
a company for excessive executive 
compensation or simply executive op-
erations that they don’t like: for a poor 
performance, for a bad union contract, 
for whatever they wanted to express 
their displeasure more effectively by 
voting against people who were pro-
posed to be on the board. Because if a 
majority vote is required to put anyone 
on the board, it’s going to take a lot 
more votes to get people on there than 
would have happened under the current 
system. 

What this amendment does is, this 
amendment says that a company will 
not be required to have an advisory 
vote on executive compensation if 
they, instead, require a majority vote, 
a majority of those voting, to seat a di-
rector on the board. That is simply all 
this would do. 

Now, therefore, companies, if they 
didn’t really like the executive com-
pensation proposal, they could go for a 
majority vote instead, if they felt that 
was better for them. And as I stated be-
fore, I and people all over the spectrum 
believe that is a better solution. 

Interestingly enough, the Business 
Roundtable believes that is a better so-
lution, and I have a letter here from 
the Teamsters Union from March 13, 
2007, bragging about how FedEx re-
cently adopted a majority vote by law 
and how important this was for the 
management of that company. So it is 
clear that on all sides of this the people 
believe that majority votes to seat 
someone on the board of directors is a 
more effective way to deal with this 
issue. 

Now, let me anticipate some things 
that my friend, I will get your State 
right this time, from Massachusetts 
will say. I have heard the argument 
that this proposal is too intrusive, that 
it is more intrusive than the basic bill 
that is before us. I would argue that it 
is not, because it actually gives the 
corporations a choice. They can either 
accept the vote on executive compensa-
tion that is before them, or if they 
wish to go the route of majority voting 
for directors, they can do that instead. 

I have also heard the gentleman 
argue that my proposal here is not in-

trusive enough because it does not re-
quire a majority vote of directors for 
all corporations at all times. 

I will tell you that if the author of 
this bill, the chairman of the com-
mittee, wished to amend this bill or 
pull this bill back, or whatever would 
be the correct parliamentary proce-
dure, to replace this with a require-
ment for a majority vote of directors, I 
would support him on that. 

However, with the bill that is before 
us, this is the only germane solution 
that can be offered to give shareholders 
the opportunity to have a majority 
vote for directors, which will really 
give them more voice, instead of this 
silly advisory vote thing, which is so 
narrowly focused on just one thing 
that shareholders may have a problem 
with, rather than the greater issues of 
governance of corporations. 

Mr. FRANK of Massachusetts. Mr. 
Chairman, I move to strike the req-
uisite number of words. 

The gentleman from California 
mischaracterized my argument. I 
didn’t say that it wasn’t intrusive 
enough because it wasn’t mandatory. I 
was responding to his earlier assertion 
which might have led people to think it 
was mandatory. I was simply cor-
recting the characterization. 

I would say this. If the gentleman 
wants to introduce a bill, and he com-
plains a little bit, well, that he was 
only able to offer this amendment be-
cause only in this form is it germane to 
this bill; I know the gentleman is a rel-
atively new Member, maybe he didn’t 
understand that Members have the 
right to file any legislation they want. 

Had the gentleman genuinely wanted 
to deal with this and broaden the right 
of shareholders with regard to elec-
tions of the boards of directors, that if 
I were here, I would have filed such a 
bill, I will tell him now, I will yield 
only if I can get unanimous consent to 
extend my time. 

If Members tell me that, I will be 
glad to yield. No problem. I will be glad 
to yield in a minute just to say this: If 
the gentleman now decides, having 
considered this, that he wants to file 
such a bill, I will guarantee him a hear-
ing. I will say this: We will find more 
opposition to it if we were to mandate 
that. That is one of the factors I will 
introduce. 

I would say, until we had filed this 
bill, I had not seen any indication from 
the gentleman this is what he wants to 
do. If he wants to file a bill to give 
shareholders the right to vote by a ma-
jority for directors, and I think there 
has to be further change, then I would 
be happy to guarantee a hearing. 

I will yield to him. 
Mr. CAMPBELL of California. Thank 

you. I will assure the gentleman that I 
will do that. 

Mr. Chairman, I would like to sug-
gest that the gentleman withdraw the 
bill that is before us. If you believe 
that it is a better solution, I believe 
you do, then let’s withdraw the bill. 

Mr. FRANK of Massachusetts. I am 
taking back my time. 
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I will explain why to the gentleman, 

because I think it’s going to be hard 
enough to get even this through. We 
have had people who said this is way 
too much. I do not think the gen-
tleman speaks for his party in being 
supportive of something that will be 
far more opposed by a broader segment. 
If, in fact, that would happen, I would 
be supportive, but I do not want to 
have the chance to sacrifice this. 

I will say one other point. The argu-
ment is, why do you single this out? I 
believe there have been problems with 
boards of directors in general, although 
I will repeat again that the Chamber of 
Commerce, as was noted, thanks Sar-
banes-Oxley for significantly improv-
ing the quality of boards of directors. I 
think our former chairman should be 
pleased to have this ringing endorse-
ment of his handiwork from the Cham-
ber of Commerce. 

But there is still this problem, boards 
of directors are at their least inde-
pendent in dealing with the CEO who 
may have selected them. I do think 
there is reason to single out the CEO- 
board relationship from other issues. 

The other question I have is this and 
why I wouldn’t vote for this amend-
ment in any case, it says a majority 
vote, but here is the problem. In many 
corporations, there is no way to nomi-
nate someone to be on the board, other 
than by the board. There are many cor-
porations that do not allow that. 

If the gentleman wants to come in 
with a bill that says shareholders, a 
certain minimum number, not any one 
person, but if we could agree that a 
reasonable number of shareholders 
could designate alternative candidates, 
then we could do this. An election in 
which you require a majority to be 
elected is part of the democracy, but 
an alternative is also part of the de-
mocracy. 

The gentleman has half of the democ-
racy in here. He has a requirement of 
the majority vote, but no requirement 
that there be any competition. As we 
all know, the fact of competition could 
affect the final vote. 

If the gentleman’s newly found inter-
est in this sustains itself, and he says 
it will, and he wants to file a bill that 
requires that there be access, proxy ac-
cess to our nomination process and 
then a majority vote, he will have my 
support. Until then, though, I see no 
reason, in the hopes of that, to get rid 
of this bill. 

I do want to respond to an earlier 
comment by the gentleman from New 
Jersey who said we could only do it for 
excessive compensation. He fundamen-
tally misunderstands this bill and con-
tradicts itself. 

It is not the job of the Congress to 
say what it is or isn’t excessive. We 
have individual opinions about excess. 
We are leaving it to the shareholders. 

The gentleman said they should only 
have to vote if it is more than such and 
such above the average. What about if 
you are getting average pay for a sub-
par performance? What if the share-

holders of a particular corporation say, 
this man doesn’t deserve the average, 
this woman hasn’t lived up to the aver-
age? 

The notion that we should qualify 
the abilities of shareholders to vote on 
what to pay the owners of their own 
company, based on what we think is 
excessive, an empirical definition put 
in the bill, fundamentally misunder-
stands what we are trying to do, which 
is to empower the shareholders to ex-
press their opinion. 

Members keep saying it is simply 
only advisory. I do not think, Mr. 
Chairman, that anyone believes that. I 
do not think that anyone thinks that 
an advisory vote of shareholders would 
be easily dismissed by boards of direc-
tors. 

One final point, the suggestion if we 
do this, the boards of directors and 
CEOs in pique will take their compa-
nies private, when presumably they 
otherwise wouldn’t, because that is the 
only way it could be causal, what a 
condemnation of CEOs. How dare you 
vote on my pay? I will take my com-
pany private. 

By the way, in fact, you can’t take 
the company private over the share-
holders’ objections. 

b 1930 

The Acting CHAIRMAN. The time of 
the gentleman from Massachusetts 
(Mr. FRANK) has expired. 

(By unanimous consent, Mr. FRANK of 
Massachusetts was allowed to proceed 
for 2 additional minutes.) 

Mr. FRANK of Massachusetts. I just 
want to repeat the point I made. This 
threat that we will take the company 
public, the CEO will take the company 
public, understand what that says: 
That if the CEO’s pay is subject to a 
shareholder vote, in retaliation, he will 
make a fundamental change in the 
ownership structure. And, by the way, 
that assumes that the shareholders 
don’t have anything to say about it. 
No, I do not think that shareholders 
will sit and vote for a takeover of the 
company just to allow the CEO to shel-
ter his or her pay; so this threat, I 
think, is an empty one. 

Mr. MCHENRY. Mr. Chairman, I 
move to strike the last word. 

Mr. CAMPBELL of California. Mr. 
Chairman, will the gentleman yield? 

Mr. MCHENRY. I yield to the gen-
tleman from California. 

Mr. CAMPBELL of California. I 
thank the gentleman from North Caro-
lina. 

Just to respond to the gentleman 
from Massachusetts’ comments, I will 
introduce such a bill, as we have dis-
cussed, and I am happy to work with 
the chairman on that. 

But what is before us right now is 
this amendment and this bill, which I 
wish you would withdraw so we could 
work on the other; but, apparently, you 
are not going to do that. 

And since you are not, what we have 
before us is this bill right now and this 
amendment right now. You said it is 

only half democracy. Well, what we 
have before us is zero democracy. This 
amendment is at least half democracy. 
Maybe it is not full democracy, as you 
say, but it is better than none. That is 
what this amendment is. 

I would caution Members on the 
other side, if you oppose this amend-
ment, you are opposing majority vot-
ing for the opportunity to have in this 
bill a large incentive for companies to 
put majority voting for directors. If 
you vote ‘‘no’’ on this, you will be vot-
ing ‘‘no’’ on that opportunity in this 
bill. Let’s understand that is where we 
are. In the future, I will be happy to 
work with the chairman on other 
things. 

Mr. MCHENRY. In order to move this 
along because the reason I am allowing 
the gentleman from California to speak 
on my time is so I can have an oppor-
tunity to offer my amendment, and we 
are pushing up against a time limit. 

Mr. FRANK of Massachusetts. Mr. 
Chairman, would the gentleman yield 
me 1 minute? I will talk fast. 

Mr. MCHENRY. The gentleman cer-
tainly talks fast, and I will yield him 
30 seconds. 

Mr. FRANK of Massachusetts. I just 
wanted to say that this does not in any 
way enhance democracy. The notion 
that if you vote against this bill, you 
vote against democracy, makes no 
sense. 

The gentleman says it is an incentive 
to make the corporations do this. Ap-
parently he believes that, assuming a 
nonbinding, ineffective, toothless advi-
sory vote will provide a major incen-
tive to corporations to make a major 
structural change; I don’t. 

Mr. MCHENRY. Mr. Chairman, re-
claiming my time, I yield to Mr. CAMP-
BELL. 

Mr. CAMPBELL of California. The 
gentleman from Massachusetts may 
have heard others say it is toothless 
and ineffective. I didn’t say it was 
toothless and ineffective. In fact, I 
think it creates problems when compa-
nies have to hire somebody quickly and 
that sort of thing. I didn’t say it was 
toothless and ineffective. I said it was 
silly. I did say it was silly because it 
only targets one element of share-
holder displeasure with a company, 
which is an element, and although it 
can be very irritating, amongst many, 
many elements that are out there, is 
the least likely to actually destroy 
shareholder value, and that is what 
shareholders are interested in, is share-
holder value. 

So I didn’t say it was toothless and 
ineffective. I said that I think it is the 
wrong solution to the problem that is 
before us. 

The Acting CHAIRMAN. The ques-
tion is on the amendment offered by 
the gentleman from California (Mr. 
CAMPBELL). 

The question was taken; and the Act-
ing Chairman announced that the noes 
appeared to have it. 

Mr. CAMPBELL of California. Mr. 
Chairman, I demand a recorded vote. 
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The Acting CHAIRMAN. Pursuant to 

clause 6 of rule XVIII, further pro-
ceedings on the amendment offered by 
the gentleman from California will be 
postponed. 

AMENDMENT NO. 7 OFFERED BY MR. MCHENRY 
Mr. MCHENRY. Mr. Chairman, I offer 

an amendment. 
The Acting CHAIRMAN. The Clerk 

will designate the amendment. 
The text of the amendment is as fol-

lows: 
Amendment No. 7 offered by Mr. MCHENRY: 
Page 3, line 18, strike the close quotation 

marks and following period and after such 
line insert the following new paragraph: 

‘‘(3) DISCLOSURE OF VOTE TO PENSION FUND 
BENEFICIARIES.—A shareholder who is casting 
the vote permitted under this subsection on 
behalf of the beneficiaries of a pension fund 
shall be required to disclose to such bene-
ficiaries whether such vote was cast to ap-
prove or disapprove the compensation.’’. 

Mr. MCHENRY. Mr. Chairman, I 
thank the gentleman for the oppor-
tunity to offer this amendment under 
this semi-open rule. 

My amendment is simple and 
straightforward; and I know that is al-
ways a misnomer in this place. But it 
is simple and straightforward. It holds 
pension funds accountable to their 
member shareholders for their proxy 
votes. 

Really, the intent I believe the bill’s 
sponsors had is for transparency, so 
shareholders can actually have their 
voices heard, and they are transparent 
in their corporate voting structure. 

This amendment requires a share-
holder who is casting a nonbinding ad-
visory vote to disclose to their bene-
ficiaries whether such vote was cast to 
approve or disapprove the compensa-
tion. 

As we well know, pension funds hold 
stocks for others. I think it is impor-
tant that the managers of those pen-
sion funds disclose to the actual own-
ers of those retirement funds, those 
pension funds, how their managers cast 
their votes. And if the purpose of the 
Shareholder Vote on Executive Com-
pensation Act is to attain a greater 
level of accountability to shareholders, 
then my amendment simply must be 
adopted in order to fulfill that. 

Union leadership or pension fund 
leadership should have to inform their 
shareholders how they cast votes on 
their behalf. I think that is a matter of 
openness and transparency. 

As Members of Congress, this issue 
should hit close to home. Do you be-
lieve your constituents back home, the 
people you represent, should know how 
you vote? Well, that is exactly what we 
are offering here today, what I am of-
fering in this amendment. It is a very 
commonsense thing about disclosure to 
those that it actually affects. Voting 
against my amendment sends a clear 
message to your constituents that you 
value secrecy over transparency. 

Why should only the mutual fund in-
dustry have to inform their share-
holders how they cast their votes? So 
what we are doing is applying what is 
already done for mutual funds. Mutual 

funds are required to disclose to the 
owners of that mutual fund how the 
leadership, the management, casts 
proxy votes; and in this instance, it 
would be operational. They would have 
to disclose to their owners how they 
cast a vote. 

Well, let’s apply that to the pension 
fund. Let’s apply that to union pension 
funds, let’s apply that to State-man-
aged pension funds. I think it is a rea-
sonable thing. 

What I find disturbing, though, is in 
some ways you are allowing activist 
shareholders to participate in this vote 
without actually having to disclose to 
those that own the pension funds, to 
those who actually own the stocks in 
this case, how they vote. I think it is a 
matter of disclosure, and it is what is 
necessary and fair. 

Political groups like big labor and 
huge pension funds will have the power 
to ransom business leaders with their 
votes. But what we are trying to do is 
hold them accountable for their ac-
tions and activities, and ensure that 
those people who own those stocks and 
have a financial interest in the pension 
fund have an idea of what their man-
agement is doing. 

Look, if we don’t do this, it will cre-
ate a situation where critical business 
decisions are being made by those least 
prepared to make them. In the name of 
fairness, transparency and account-
ability, I urge my colleagues to adopt 
this amendment. 

Now I don’t want to misstate what 
the chairman said when I offered this 
during committee and what some of 
my colleagues on the other side of the 
aisle said, but in many respects, they 
like the intent of this, and I know that 
the chairman is trying to keep this, his 
original bill, free and clear of any 
amendments. I understand that. I cer-
tainly understand that. But I think 
this is a proper addition to ensure that 
shareholders truly understand what 
those who are controlling their votes 
actually are doing. I think it is a nec-
essary and proper thing to do. 

I urge my colleagues to support this 
amendment. 

Mr. WATT. Mr. Chairman, I move to 
strike the last word, and I yield to the 
chairman of the committee. 

Mr. FRANK of Massachusetts. I 
think the gentleman from North Caro-
lina did correctly state my view, but 
my position was not simply to keep 
this bill clean, we did accept a couple 
of technical amendments. I would point 
out to him, in committee, the gen-
tleman from Connecticut (Mr. SHAYS) 
had a substantive amendment, which 
we accepted, dealing with rights. 

My view is this: I agree on the prin-
ciple that a fiduciary’s vote should 
have to be made public, but I wouldn’t 
want to limit it only to pension funds. 
I also don’t think it should be limited 
only to this subject matter, although I 
agree, given germaneness, the gen-
tleman couldn’t have broadened it be-
yond that subject in this bill. But it 
could be broadened beyond pension 
funds. 

I believe we should have a hearing on 
the principle where the gentleman is 
correct, and I agree with him, that fi-
duciaries should have to be made pub-
lic, but that is all fiduciaries on all 
issues. 

Mr. WATT. Reclaiming my time, 
that was exactly the point I was going 
to make. 

So a broader amendment, were it ger-
mane to this bill, would probably be re-
ceived favorably by all of us because we 
believe that fiduciaries in general 
should be reporting to the people that 
they are representing. But when you 
limit it only to pension plans, you 
eliminate foundations, you eliminate 
family trusts, and you eliminate a 
whole range of other fiduciaries that 
should have the same obligation. And 
singling out pension plans in this con-
text I think is the wrong thing to do. 

I am happy to yield to the gentleman 
from North Carolina. 

Mr. MCHENRY. Mr. Chairman, while 
I appreciate my colleague speaking to 
that, I would ask if you would be will-
ing to write a letter to the SEC with 
me encouraging them, through the reg-
ulatory process, to do what you just 
outlined. I certainly appreciate what 
you are doing. I would like to have a 
vote on this because I think we should 
get on record saying this is the right 
move. But I would like to work with 
you all on this. 

Mr. FRANK of Massachusetts. Mr. 
Chairman, will the gentleman yield? 

Mr. WATT. I yield to the gentleman 
from Massachusetts. 

Mr. FRANK of Massachusetts. I ap-
preciate that spirit of cooperation, but 
it is getting late, and Friday is coming, 
so I would offer either a letter or roll 
call, but not both. 

Mr. WATT. Reclaiming my time, I 
am not sure that the SEC would have 
the authority to go outside without 
some legislation anyway. So a letter to 
the SEC saying, do this, would take 
two conditions: Number one, it would 
take the passage of this bill, and I pre-
sume the gentleman is not planning to 
vote for it. So you would be asking us 
to accomplish something for you with-
out a quid pro quo. 

Number two, it would take some leg-
islation. 

I yield to the gentleman from North 
Carolina. 

Mr. MCHENRY. I would be happy to 
vote for the legislation if my amend-
ment passes because I think that fur-
thers it, and if I have a commitment 
from the chairman to maintain it 
through conference. 

Mr. FRANK of Massachusetts. Mr. 
Chairman, will the gentleman yield? 

Mr. WATT. I yield to the gentleman 
from Massachusetts. 

Mr. FRANK of Massachusetts. I have 
just been advised by staff, who is very 
knowledgeable on this, that part of the 
problem is, and I understand the gen-
tleman has, as I think is appropriate, 
substantively the model of what was 
done with mutual funds, but I have 
been reminded that the SEC has a ple-
nary power over mutual funds that it 
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does not have over foundations. I have 
now been instructed that the SEC 
could not do that. You cannot reason 
that what they can do over mutual 
funds to what they can do over these 
other fiduciaries, so I think it would 
take separate legislation. 

Mr. WATT. I am delighted that my 
chairman has reaffirmed that because 
my colleague from North Carolina 
would never take that piece of advice 
from me. I’m joking. 

I oppose the gentleman’s amendment 
because it is not broad enough to cover 
all fiduciaries. We ought to work on it 
in a different context, and I hope we 
will have that opportunity. 

Mr. ROSKAM. Mr. Chairman, I move 
to strike the last word. 

I rise to point out that there is some 
dizzying logic going on. Basically, we 
are being told, here is a piece of legis-
lation, and if you are clever enough to 
come up with a germane amendment, 
we will sort of humor you and listen to 
you. But if there is a larger suggestion, 
then it is very difficult to move for-
ward. 

I would just suggest to the chairman 
of the committee that the perfect is 
the enemy of the good. It strikes me 
that the gentleman from Massachu-
setts is an incrementalist. Those who 
survive most in this arena are 
incrementalists, and he has survived 
for a long, long time, Mr. Chairman, 
and flourished and been very successful 
as a legislator. 

But it just seems that this is a good 
faith effort on the part of the gen-
tleman from North Carolina to put for-
ward something substantively. Is it the 
totality of making every problem go 
away? No. There is no way to do that. 

b 1945 
And it is a little bit of a procedural 

Catch-22 that he is in. 
Mr. FRANK of Massachusetts. Mr. 

Chairman, I move to strike the last 
word. 

I am disappointed in the character-
ization. In the first place, it is not ac-
curate that germaneness prevented 
this from being a broader amendment. 
As I acknowledged, germaneness does 
prevent this from getting into other 
subject matters. But nothing would 
have prevented this from applying to 
the other entities that my colleague 
from North Carolina enumerated. 
Nothing would have said that other fi-
duciaries could have been covered. And 
that is why I am against this amend-
ment. 

Frankly, we have a difference be-
tween the parties here to a very great 
extent on labor unions and the con-
tribution they make to the United 
States. 

Mr. MCHENRY. Will the gentleman 
yield? 

Mr FRANK of Massachusetts. Yes. 
Mr. MCHENRY. Well, if the gen-

tleman seeks to perfect my amend-
ment, that is a whole another deal. 
Through unanimous consent we could 
expand this to not just pension funds 
but all issues. 

Mr. FRANK of Massachusetts. No, I 
will take back my time to say to the 
gentleman, I will not legislate on seri-
ous subject matter involving large 
numbers of institutions on a unani-
mous consent agreement to an amend-
ment that he filed when he could have 
filed whatever he wanted at a quarter 
to 8 or at any other time. I think there 
should be hearings. I have said we will 
do this. 

You know, the gentleman on the 
other side may, with the motions to re-
commit, believe in the 5-minute solu-
tion to complex problems. I don’t. I 
think it degrades the legislative proc-
ess. I will not be a party to it. I will 
not agree. 

The gentleman could have filed any 
amendment he wanted to that was ger-
mane. He could have filed a broader 
amendment. We could have had more 
debate and discussion on it. 

I do not agree I or he or any of us off 
the top of our heads are able to decide 
how better to broaden this. And there 
is a disagreement between us about 
labor unions. Let’s make it explicit. 
That is partly what is involved here. 

There has been a degree, I believe, of 
denigration and demonization of labor 
unions, that is part of the reason I 
think we have the economic inequality 
we have. For pension funds I read labor 
unions because they are identified with 
unions. 

The gentleman from North Carolina, 
who is a very good lawyer, mentioned a 
number of other entities that should be 
covered if you were going to be cov-
ering fiduciaries. I do not think it is 
accidental that only pension funds are 
mentioned. I think that bespeaks this 
notion that labor unions are somehow 
in need of more supervision, that they 
are more damaging and dangerous. I 
think the opposite is the case. I think 
there have been abuses from founda-
tions. There have been some abuses 
from unions. So that is why I object to 
doing this, because I do not think it is 
the first step. I think it is part of a 
denigration of the role of labor unions 
from which this country suffers. In-
deed, I will just say I am struck as we 
debate now whether or not to put 
standards from the international labor 
organizations into our trade treaties. 
We are now being told by opponents 
that we can’t do that because America 
doesn’t meet those standards; that be-
cause of the years of denigration of the 
labor unions, we don’t meet those 
standards. So I do not agree to single 
out pension funds because I do not 
agree that we should join in this some-
how, this suspicion of unions. And I 
don’t agree that in a unanimous con-
sent agreement off the top of our heads 
we ought to decide how more broadly 
to do it. I would rather legislation re-
sponsibly. 

The committee that we are all mem-
bers of, those of us who are now on the 
floor, has been, I think, a very 
thoughtful forum, not just under my 
chairmanship, under the chairmanship 
of my predecessor. We have hearings. 

We have an excellent staff on both 
sides. We have worked together. 

I look forward to hearings on extend-
ing the principle of fiduciaries having 
to reveal how they have voted on all 
issues and to all fiduciaries. But I do 
not think we should single out pension 
funds tonight, nor do I think we should 
on the fly try to broaden it, so I oppose 
the amendment. 

And I will yield now to the gen-
tleman. 

Mr. MCHENRY. Well, I appreciate the 
chairman yielding, and I don’t want to 
belabor this point. So the gentleman is 
saying he is willing to work for legisla-
tion that makes sure that all fidu-
ciaries disclose— 

Mr. FRANK of Massachusetts. All 
votes. 

Mr. MCHENRY. All votes. And so the 
gentleman will be happy to work on 
legislation together on this. 

Mr. FRANK of Massachusetts. Well, 
it is late and I am sometimes cranky. 
I can’t say that I would be happy to 
work with the gentleman, but I would 
be willing to. 

Mr. MCHENRY. Well, I certainly ap-
preciate the Chairman’s willingness, 
and although not pleased or happy 
about it but, you know, his willingness 
to work with me. 

And just in a final note, I was trying 
to actually get both of you, both my 
colleague from North Carolina and the 
gentleman from Massachusetts, in 
favor of this amendment and I actually 
accepted your arguments on broad-
ening this. Once I accepted them, then 
you said it was on the fly. So it is cir-
cular logic that is very interesting. 

Mr. FRANK of Massachusetts. I will 
take back my time to say that you 
cannot, the gentleman could have of-
fered a broader agreement. I do not 
agree. Yes, I would ask for unanimous 
consent to make a slight technical 
change in an amendment to fix word-
ing. But to go into a much broader 
version of the subject, under these cir-
cumstances, without a hearing, with-
out full participation in a mark up 
would be inappropriate, and that is 
what I mean by on the fly. 

Mr. HENSARLING. Mr. Chairman, I 
move to strike the requisite number of 
words. 

I rise in support of this amendment. 
I rise to support it because I think it 
would make a bad bill less bad. 

As I look at the underlying bill, I am 
reminded of a couple of things that my 
colleagues on the other side of the aisle 
do well. One is mandate, and the other 
is class warfare. 

Now, what we are debating here to-
night on the underlying bill is a man-
date, a mandate for a voluntary share-
holder, non binding referendum on ex-
ecutive compensation. 

I have listened to the debate today 
very carefully, and it seems to strike 
me that if there was ever a case of a 
remedy in search of a problem, this 
very well may be it. I have heard many 
of my colleagues come to the well and 
speak about outrageous and unreason-
able executive compensation. I suspect 
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that unreasonable and outrageous are 
to be found in the eyes of the beholder. 
A CEO that rescues a troubled com-
pany, creates thousands of jobs, in-
creases shareholder value by 80 percent 
so that folks can help send their kids 
to colleges, maybe help a parent with 
long term health care, my guess is that 
if that person made a gazillion dollars 
he was probably underpaid. A CEO who 
runs a company into the ground, who 
loses 80 percent of shareholder value, 
maybe he isn’t worth 50 cents. 

But the question ought to be, what is 
the state of corporate governance in 
America, and the shareholders, do they 
have say so? They have the most im-
portant decision that they can make. 
Mr. Chairman, they don’t have to buy 
the shares in the first place. And we 
know that the SEC has just engaged in 
creating even greater and more disclo-
sure. So if shareholders have the oppor-
tunity not to purchase this stock in 
the first place, I don’t understand, and 
if we have disclosure where it should 
be, why we are trying to mandate a 
voluntary, non binding referendum on 
executive compensation. I don’t quite 
understand. Clearly, in America, you 
still have a right not to buy a stock. 

Now, I have heard a lot about what I 
would characterize as the typical class 
warfare that we hear from our friends 
on the other side of the aisle. And it re-
minds me, sometimes, that one of the 
accepted forms, really in some respects 
of bigotry in this society is bigotry 
against those who are successful. And 
so we come and we see charts about 
this disparity in pay. But, you know, 
Mr. Chairman, the outrage seems to be 
kind of selective. Where is the outrage 
of the hundreds of millions of dollars 
made by personal injury, trial attor-
neys and tobacco attorneys, and their 
legal secretaries maybe make $30,000? 
Where is the outrage there? Where is 
the outrage at Hollywood actors and 
actresses making tens of millions of 
dollars, and the guy moving the set 
around, maybe he is making $20,000? 

I recently learned that Julia Roberts 
made $25 million for the film Mona 
Lisa. It cost $65 million to make, but 
only earned $64 million at the U.S. box 
office. I don’t know for a fact a public 
company had to pay that salary, but I 
suspect they did. Now, where is the 
moral outrage there? 

And, in addition, where is the pro-
posal for the mandatory, voluntary non 
binding referendum on the compensa-
tion that may be paid to one of these 
individuals? 

I mean, what comes next? Are we 
going to have the mandate for the non 
binding shareholder referendum on the 
amount of R&D expenditures that a 
company makes? Perhaps their mar-
keting budget, Mr. Chairman? Maybe 
their choice of an auditor? I mean, why 
do we stop here at executive compensa-
tion? 

And let me speak momentarily about 
the mandate. My guess is that to any 
individual company, this mandate may 
not be too costly. And I was very happy 

to have, in the last Congress, the chair-
man’s support on a piece of legislation 
that I worked on that provided regu-
latory relief for our financial institu-
tions. 

And it is not one particular item. 
And every single mandate may sound 
pretty good, looking at it singularly, 
but collectively they are all adding 
costs to these companies, and you have 
to ask yourself, is it serving a good 
purpose? Because if it isn’t, what is 
helping send jobs overseas is too much 
regulation, litigation and taxation and 
we need to support the amendment and 
vote down the bill. 

Mr. SCOTT of Georgia. Mr. Chair-
man, I move to strike the requisite 
number of words. 

This has been a very lively debate 
and a very good debate. And I think it 
points out the need for us to examine 
this issue within the context of a very 
pressing concern the American people 
have. We are not up here because we 
have sat in a room someplace and de-
cided this is what we ought to do. 
There is a great demand to bring some 
integrity, to bring some transparency 
and accountability to this whole issue 
of executive pay compensation that has 
gotten out of bounds. And our answer 
is simply to look at the system as it is 
there, as it is situated, and extend to 
the shareholders, to the board to make 
available to the shareholders on their 
proxy statement, a block that says, do 
you approve or you disapprove of the 
compensation packages. What happens 
after that we have nothing to do with. 
That is their decision to make. 

And I think we have to also look at 
the whole issue of what is happening in 
America today, this whole issue of a 
war on the middle class; this great di-
vide that is happening. I am telling 
you, it is dangerous to the future of 
this country. 

This is simply an effort to respond, 
to give some confidence, and to give 
another tool, an effective tool that 
works within the system, that is very 
fair, that is very moderate, as an exam-
ple of trying to correct a situation that 
clearly, clearly has gotten out of hand. 

Now, you all have offered amend-
ments. You have offered them in the 
committee. Now, in all deference to our 
chairman, our chairman has been very 
fair in the committee and on this floor 
and on the pension issue. He has clear-
ly stated, as he did in committee, and 
again on the floor, we will have a hear-
ing on this, where it should be. 

But by the very nature of this issue 
even exploding into the area of pen-
sions and other fiduciaries, it shows 
the great need for us to examine our 
compensation structure in the system. 

Gentlemen on the other side, we owe 
it to the American people. We owe it to 
our system to protect it. Throughout 
history we have had to make adjust-
ments. Go all the way back to the fall 
of the stock market, 1929. There are 
reasons that that happened. The SEC 
itself was born as a result of a need to 
do some things. And we continue to 
muscle right along. 

I think it is very important that we 
put in the RECORD also, before we con-
clude tonight, because we have had 
some of our companies names bandied 
around here, one of which was Home 
Depot. And I certainly want to recog-
nize Home Depot for moving and tak-
ing this issue on and understanding, 
even to them, the surprise and the con-
cern and the tone that they want to 
correct for what happened with their 
predecessor, the CEO, Mr. Darnelli. 
They are now moving very aggressively 
to look at this issue itself. 

And let me just read, for the RECORD 
here, Mr. Chairman, where it says that 
other companies have already begun a 
process of allowing their shareholders 
to decide on implementing say on pay. 
This week Citigroup, no class warfare 
here, Wachovia. No class war here. 
Coca-Cola are holding annual meetings 
at which time their shareholders will 
vote on say on your pay proposals. 

Every company that has had a 
chance to weigh in on this issue is 
moving ahead because they know it is 
the right thing to do, because they 
know, at the end of the day, what is 
needed is for us to make sure that the 
confidence of that investor is strong. 

That is what makes this country 
great. Our free enterprise system, our 
move here is to protect it. I commend 
the chairman, and I thank our com-
mittee for pushing this forward. 

b 2000 

The Acting CHAIRMAN. The ques-
tion is on the amendment offered by 
the gentleman from North Carolina 
(Mr. MCHENRY). 

The question was taken; and the Act-
ing Chairman announced that the noes 
appeared to have it. 

Mr. MCHENRY. Mr. Chairman, I de-
mand a recorded vote. 

The Acting CHAIRMAN. Pursuant to 
clause 6 of rule XVIII, further pro-
ceedings on the amendment offered by 
the gentleman from North Carolina 
will be postponed. 

Mr. FRANK of Massachusetts. Mr. 
Chairman, I move that the Committee 
do now rise. 

The motion was agreed to. 
Accordingly, the Committee rose; 

and the Speaker pro tempore (Mr. 
JOHNSON of Georgia) having assumed 
the chair, Mr. ETHERIDGE, Acting 
Chairman of the Committee of the 
Whole House on the state of the Union, 
reported that that Committee, having 
had under consideration the bill (H.R. 
1257) to amend the Securities Exchange 
Act of 1934 to provide shareholders 
with an advisory vote on executive 
compensation, had come to no resolu-
tion thereon. 

f 

SPECIAL ORDERS 

The SPEAKER pro tempore. Under 
the Speaker’s announced policy of Jan-
uary 18, 2007, and under a previous 
order of the House, the following Mem-
bers will be recognized for 5 minutes 
each. 
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