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HEARINGS ON CORPORATE DISCLOSURE TO BEGIN MARCH 21
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Mr. METCALF: Mr. President, on behalf of the distinguished chairman of the Intergovernmental Relations Subcommittee (Mr. MUSKIE) and me, I wish to announce that on March 21 the Government Operations Subcommittee on Budgeting, Management, and Expenditures and Subcommittee on Intergovernmental Relations will begin joint oversight sight hearings regarding the collection and tabulation of corporate information by Federal agencies.
The first phase of these hearings will be conducted on Thursday, March 21; Tuesday, March 26 and Thursday, March 28. The hearings will be conducted in room 3302, Dirksen Senate Office Building, beginning at 10 a.m. each day. Additional hearings will be scheduled later. Persons wishing to testify, submit statements or obtain additional information may get in touch with the Subcommittee on Budgeting, Management and Expenditures, 225-1474, 161 Russell Senate Office Building or the Subcommittee on Intergovernmental Relations, 225-4718, 357 Russell Senate Office Building.
These hearings follow the publication, in January, of the Government Operations Committee print, "Disclosure of Corporate Ownership." That report was prepared jointly by the two subcommittees, in cooperation with the Congressional Research Service of the Library of Congress, the General Accounting Office and consultants. Copies of this study will be available shortly from the Document Room as Senate Document No. 93-62.
This study showed that ownership of many large corporations is concentrated in a few large [international] banks, which often are not even identified in ownership reports filed with regulatory agencies. One regulatory Commission did not know that banks were in gross violation of its regulations regarding concentration of ownership until the banks themselves told the Commission about it. 
The study showed that the concentration of stockholdings and voting powers of bank trust departments is increasing within a broad range of companies, and that there is a strong correlation between bank stock holdings in companies and other levers of influence or potential influence over companies – interlocking directorates and control of credit. Senator MUSKIE and I stated in our conclusions:
Neither companies nor ordinary stockholders have information which they need to protect their own interests, regarding stock ownership and the personnel and business relationships between portfolio companies and institutional investors, principally banks. The Federal Government does not have sufficient information in these areas upon which to base reasoned public policy. Much of the information collected by Federal agencies regarding stock ownership, displayed in public files and shared with State agencies and the public, is meaningless or misleading despite the clear policy stated in the Federal Reports Act of 1942 that information collected by Federal agencies should be tabulated so as to "maximize the usefulness of the information to other Federal agencies and the public" . . .
Congress and some Federal commissions have on occasion established limits on institutional levels of corporate control, principally regarding stockholders. But neither the Congress, nor the commissions, nor the executive branch can fully evaluate the total effect of concentration – the impact of the several levers of corporate control exercised by banks and other major investors throughout industry groups and the economy as a whole.
Meanwhile, the portfolio companies in which a few banks have substantial influence make many decisions affecting public policy. Oil companies deal with foreign nations regarding oil supply and cost. Pipeline companies deal with the Soviet Union for natural gas. Utilities exercise the right of eminent domain. Milling companies and the Soviet Union arrange grain sales which sharply affect domestic price, supply, transportation, and storage. These are momentous public issues in which Federal officials play a minor role, much of it after basic decisions have been agreed upon by American companies and foreign governments... 
Whatever solutions the Federal Government chooses to the mounting problems resulting from economic concentration, the prerequisite is the regular collection and disclosure of information from institutional investors on stock holdings and the personnel and business relationships between institutional investors and portfolio companies.
Equally important, the information must be centrally available to the Federal Government and the public, at one location, most appropriately the Library of Congress. [Today the information could be available on the internet -JR] Such information, insofar as it is now reported, is scattered among three Federal banking agencies, 50 State insurance commissions, the SEC (for investment companies), various other Federal and State regulatory commissions, and the files of hundreds of universities, foundations, and funds.
We emphasized that much can be done toward improving corporate reporting without new legislation. Congress long ago provided the independent, Federal regulatory commissions with strong, broad authority, including sanctions and subpoena power, to enable them to collect information that they need. The Office of Management and Budget has been directed by Congress in various statutes to plan and promote the improvement, development, and coordination of Federal management information systems, to help agency heads develop consistent accounting classifications and, with the Comptroller General and the Secretary of the Treasury, conduct a continuous program for the improvement of accounting and financial reporting in the Federal Government.
But Government's efforts to provide information have not been equal to others' efforts to hide it.

The Federal Reports Act of 1942 gave the Bureau of the Budget – now Office of Management and Budget – responsibility for coordinating the collection of information from business firms by Federal agencies. Since passage of that act there have been many hearings dealing with its provision for minimizing the burden upon business enterprises which are required to report to Federal agencies. These hearings have often dealt with the problems of small businessmen. They, along with the public generally, have never been adequately represented in the process of reviewing forms proposed by Government agencies.
OMB, and its predecessor Bureau of the Budget, looked instead to the Business Advisory Council on Federal Reports. It consists primarily of officials of large firms and their trade associations. They used their favored position within BACFR to keep Government from asking questions that they did not want to answer. That is one of the reasons for the misleading and inaccurate data in Government files regarding corporate ownership, as shown in Senate Document 93-62.
Congress provided for greater public participation in BACFR and other advisory committees by enacting Public Law 92-463, the Federal Advisory Committee Act. Some advisory committees, including BACFR, have not as yet met the act's standards for broadened membership. Last month I discussed this matter with OMB Deputy Director Frederic V. Malek, during advisory committee oversight hearings conducted by the Subcommittee on Budgeting, Management, and Expenditures. I am hopeful that he will take steps to broaden the membership of advisory committees and otherwise increase public participation in Federal form review.
Already, as a result of this oversight hearing, OMB is publishing in the Federal Register the daily list of forms received from Federal agencies for clearance. That simple matter of notifying the public about proposed Federal forms and questionnaires may not appear to be a breakthrough in the field of disclosure. But it is. Until hearings on advisory committee legislation began this daily list of forms received for clearance was not generally available. It was distributed by OMB to the select members of the BACFR, with the admonition "not for publication."
In contrast to the constant concern over the burden on businesses which file Federal reports, little attention has been paid to another section of the Federal Reports Act of 1942. It provides that information collected from firms by agencies be tabulated so as to "maximize the usefulness of the information to other Federal agencies and the public." The act also speaks of reducing the cost to the Government of obtaining information. As we pointed out in Senate Document 93-62, a senior commission staff official had to spend weeks translating unintelligible ownership reports filed by broadcast companies with the Federal Communications Commission, translating nominee names into the names of banks, then aggregating accounts.
Before this translation and aggregation of bank holdings and voting rights in broadcast companies were available to the Commission, it had acted to permit greater concentration of bank holdings in broadcast companies. Thus the ownership reports, which the law says should be tabulated to provide maximum usefulness to other Federal agencies and the public, were not even of timely value to the Commission which collected them. And the burden in this instance was not upon business, but upon the Commission staff. It labored to transform unintelligible material, submitted by broadcast companies, into useful data.
There has been much concern recently regarding agency's collection of data from energy companies. This concern is sometimes expressed in administrative proceedings, such as those before the Federal Power Commission, which dealt with the reporting and availability to the public of data on cost and quantities of fuel available to electric utilities. The concern has been expressed in proposed legislation which would require companies to report additional, specified information. It has been expressed by Senate approval, in at least three different bills in the 93d Congress, of legislation which would at long last provide the General Accounting office with subpoena power to enable it to obtain data from energy companies if other methods failed. And it has been expressed by inclusion, in the Alaska pipeline law, of a proviso that the GAO, rather than OMB, coordinate and review the questionnaires proposed for submission to business firms by independent Federal regulatory agencies. The legislative history of that proviso, section 409 of Public Law 93-153, which was made during the 91st, 92d, and 93d Congresses, by the Government Operations and Interior Committees and in Senate and House floor debate, clearly established that the Congress was not satisfied with the collection of corporate information by independent regulatory commissions as supervised by the OMB. So Congress gave that responsibility to its own agency, the GAO. Congress thereby added to its own responsibility. We now must see to it that the job is done.
Mr. President, that is the background for the hearings which two subcommittees of the Government Operations Committee will initiate next week.
During the 3 days of hearings this month we will hear from institutions and individuals with records of accomplishment and concern in the matter of corporate disclosure. Witnesses from the business, academic, banking, regulatory and public interest communities will testify.
The witness on the opening day of the hearings will be Norton Simon, the California industrialist and financial authority and founder of the billion-dollar corporation which bears his name. Mr. Simon is a director of many companies. He recently resigned as a director of the Burlington Northern, the nation’s largest coal and railroad conglomerate, after 22 years of service as a director. He is a trustee of the Princeton Institute of Advanced Studies, a member of the Carnegie Commission on Higher Education, and a regent of the University of California. He is also a long-time advocate of more ethical disclosure of information in publicly owned corporations. 

The witnesses for the March 26 and March 28 hearings, and the dates for subsequent hearings, will be announced at a later date.
************************
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Some Additional Background from Wikipedia.  Blue highlighting is added for emphasis and the red highlighted text contains my comments.
Role of Institutional Investors (from the article on Corporate Governance)
Many years ago, worldwide, buyers and sellers of corporation stocks were individual investors, such as wealthy businessmen or families, who often had a vested, personal and emotional interest in the corporations whose shares they owned. Over time, markets have become largely institutionalized: buyers and sellers are largely institutions (e.g., pension funds, insurance companies, mutual funds, hedge funds, investor groups, and banks).
The rise of the institutional investor has brought with it some increase of professional diligence which has tended to improve regulation of the stock market (but not necessarily in the interest of the small investor [Gross Understatement in the light of Muskie's report-JR] or even of the naïve institutions, of which there are many). Note that this process occurred simultaneously with the direct growth of individuals investing indirectly in the market (for example individuals have twice as much money in mutual funds as they do in bank accounts). However this growth occurred primarily by way of individuals turning over their funds to 'professionals' to manage, such as in mutual funds. In this way, the majority of investment now is described as "institutional investment" even though the vast majority of the funds are for the benefit of individual investors. [SIC- this Orwellian doubletalk is typical of the totally misleading propaganda that we are feed from all directions today - We are always enslaved "for our own good".  The fact is as Muskie's Senate Document exhaustively documents "institutional investment" is largely a criminal enterprise which has operated above the law and serves only to economically rape individual investors.]
Program [as in algorithmic or computer programing] trading, the hallmark of institutional trading, is averaging over 60% a day in 2007. Unfortunately, there has been a concurrent lapse [gross and misleading understatement] in the oversight of large corporations, which are now almost all owned by large institutions. The Board of Directors of large corporations used to be chosen by the principal shareholders, who usually had an emotional as well as monetary investment in the company (think Ford), and the Board diligently kept an eye on the company and its principal executives (they usually hired and fired the President, or Chief executive officer— CEO).
Nowadays, if the owning institutions don't like what the President/CEO is doing and they feel that firing them will likely be costly (think "golden handshake") and/or time consuming, they will simply sell out their interest. The Board is now mostly chosen by the President/CEO, and may be made up primarily of their friends and associates, such as officers of the corporation or business colleagues. Since the (institutional) shareholders rarely object, the President/CEO generally takes the Chair of the Board position for his/herself (which makes it much more difficult for the institutional owners to "fire" him/her). Occasionally, but rarely, institutional investors support shareholder resolutions on such matters as executive pay and anti-takeover measures.

Finally, the largest pools of invested money (such as the mutual fund 'Vanguard 500', or the largest investment management firm for corporations, State Street Corp.) are designed simply to invest in a very large number of different companies with sufficient liquidity, based on the idea that this strategy will largely eliminate individual company financial or other risk and, therefore, these investors have even less interest in a particular company's governance.

Even as the purchase of individual shares in any one corporation by individual investors diminishes, the sale of derivatives (e.g., exchange-traded funds (ETFs), Stock market index options, etc.) has soared. So, the interests of most investors are now increasingly rarely tied to the fortunes of individual corporations.
From the Wikipedia article on the Sarbanes-Oxley Act

  The Sarbanes-Oxley Act of 2002 (Pub.L. 107-204, 116 Stat. 745, enacted 2002-07-30), also known as the Public Company Accounting Reform and Investor Protection Act of 2002 and commonly called SOX or Sarbox; is a United States federal law enacted on July 30, 2002 in response to a number of major corporate and accounting scandals including those affecting Enron, Tyco International, Adelphia, Peregrine Systems and WorldCom. These scandals, which cost investors billions of dollars when the share prices of the affected companies collapsed, shook public confidence in the nation's securities markets. Named after sponsors Senator Paul Sarbanes (D-MD) and Representative Michael G. Oxley (R-OH), the Act was approved by the House by a vote of 423-3 and by the Senate 99-0. President George W. Bush signed it into law, stating it included "the most far-reaching reforms of American business practices since the time of Franklin D. Roosevelt."

[Actually it is all smoke and mirrors - All that the Sarbanes-Oxley Act (SOX) does is punish the puppets (Board of Directors and Crony CEO) of the true criminals - the "institutional investors".  The complete takeover of our manufacturing, economic, and information infra-structure has led to parallel changes in both corporations and countries which have been subject to hostile takeovers and leveraged buyouts by "institutional investors." The high-jacking of corporations (mentioned discreetly by Wikipedia above) shifting control of the Board of Directors from individual stockholders to institutional investors parallels the high-jacking of our countries government shifting control of the legislative branch from individual voters to these same institutional investors.  When the friendly crony CEO of the puppet Boards of these "institutional investors" becomes a liability (consider the parallel within countries of, for example, the friendly dictators General Manuel Noriega or Saddam Hussein) the "institutional investors" sell their stock in the company (stop economically propping up the government) leaving the CEO / Tyrant to twist in the wind - taking the fall for following their orders.]
Detractors such as congressman Ron Paul contend that SOX was an unnecessary and costly government intrusion into corporate management that places U.S. corporations at a competitive disadvantage with foreign firms, driving businesses out of the United States. In an April 14, 2005 speech before the U.S. House of Representatives, Paul stated, "These regulations are damaging American capital markets by providing an incentive for small US firms and foreign firms to deregister from US stock exchanges. According to a study by the Wharton Business School, the number of American companies deregistering from public stock exchanges nearly tripled during the year after Sarbanes-Oxley became law, while the New York Stock Exchange had only 10 new foreign listings in all of 2004. The reluctance of small businesses and foreign firms to register on American stock exchanges is easily understood when one considers the costs Sarbanes-Oxley imposes on businesses. According to a survey by Korn/Ferry International, Sarbanes-Oxley cost Fortune 500 companies an average of $5.1 million in compliance expenses in 2004, while a study by the law firm of Foley and Lardner found the Act increased costs associated with being a publicly held company by 130 percent." 

In a February 29, 2008 opinion column for WorldNetDaily, Ilana Mercer wrote, "The Sarbanes-Oxley Act of 2002, courtesy of the Republican Party, cost American companies upwards of $1.2 trillion. The capital flight it initiated caused the London Stock Exchange to become the new hub for capital markets." 

Additional complaints have been documented in The Wall Street Journal: 

"[Intended reform was among] the mistakes of Sarbanes-Oxley. "Reform" of the accounting industry ended up being a gold mine for the very auditing firms that Congress wanted to punish, as a few megafirms thrive in a more regulated market."
Brief Discussion of the Nominee List

   Footnote 4 in Muskie's Document illustrates just how tightly held information was concerning the "nominee list" which could more transparently and accurately be called the "list of front men or front organizations" These fronts were used as is clearly detailed in this document to hide the take over of a dominant stock position within a corporation, for the immoral purpose of acquiring an illegal monopoly. The truly shocking thing about this report is threefold:
   (1) that such activity was widespread and massive and 
   (2) that it was so rampant and unrestrained that Congress was powerless to act against it and that it was even forced to change the law so that the criminals activity was legalized with no penalties being enforced whatsoever and that 
   (3) no word of this ever leaked out of congress to the people of the United States of America - that the very news media which had been illegally taken over - never let even a whisper of Muskie's findings leak out to the public - not even to this day!!!!
   The importance of the "nominee list" is stressed repeatedly throughout the document, however a google search for "nominee list" turns up only nominees for the academy awards and such.  No mention can even be found - not one - anywhere in cyberspace. Nor does anything turn up under "street names list" a euphemism for nominee list.
   After great perseverance, I turned up two almost identical articles, published by banking magazines, concerning "street registration" which is what front men and front-organizations are being called today three and one half decades after Muskie's ground breaking document was published by the U.S. Gov. Printing Office.
   These two articles do not mention anything even faintly resembling the "nominee list" so-crucial to seeing through the veil erected by institutional investors to cloak their centralization of power from the eyes of the public and their elected officials.  What they do mention is that apparently some of the smaller banks (and they specifically left out of their survey the worst offenders focused on in Muskie's study - without of course ever hinting at the existence of Muskie's study) were ignorant of the danger that front-men or front-organizations buying their stock represented.  That is, they were apparently unaware of the potential for a hostile take over of their banks.
   Talk about a black out of the true role of institutional investors, who used nominees (fronts) to cloak just such a takeover of the entire legal, economic and information infrastructure of this country and even now continue to use such tactics!!!!!
   I researched the American Office of Corporate Secretaries and found that they do not now even acknowledge to the public of such a list (see footnote 4 and the comptroller generals comments in Muskie's document). Chilling and astounding.    Much more can and should be said on this subject.

JR
