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Congress Flunks Early Enron Tests 

W ith three key votes in April, 
Congress showed it was 
more interested in talking 
about Enron than in produc- 

ing real reforms for investors, energy con- 
sumers, or workers. 

"House and Senate committees have held 
endless hearings in the wake of the Enron col- 
lapse, exposing massive evidence of the need 
for fundamental reforms," said CFA Director 
of Investor Protection Barbara Roper, "but 
when it came time to vote on legislation, it 
was business as usual." 

On the central issue of auditor oversight 
and independence, House Republicans beat 
back all efforts to adopt a strong reform pack- 
age, both during Financial Services Com- 
mittee markup and on the House floor. 

Instead, first the committee and then the 
full House adopted weak, industry-backed 
legislation that offers the the appearance, but 
not the reality, of reform. 

"The House had an opportunity, and a 
responsibility, to restore real integrity to the 

system of outside audits of public compa- 
nies," Roper said. 

"Instead, they pushed through a bill that 
does nothing to ensure the independence of 
the audit beyond the meager steps the 
accounting firms are willing to take voluntar- 
ily and little to ensure that the new account- 
ing regulator it creates won't be just another 
puppet of the industry," she said. 

Strong Audit Reform 
Amendments Rejected 

Rep. John LaFalce (D-NY) and other com- 
mittee Democrats offered amendments dur- 
ing markup that would have: 

• ensured that the newly created account- 
ing regulatory board would have strong, inde- 
pendent governance, independent funding, 
real investigatory and enforcement power, 
and broad standard-setting authority; 

• enhanced auditor independence by sig- 
nificantly expanding the ban on non-audit 
services that can be provided to audit clients, 
imposing a cooling off period requiring a 
change of auditor when a company hires a 
member of the audit firm to certain key posi- 
tions, and reducing audit client influence over 
the auditor by requiring mandatory rotation 
of auditors; 

• extended the statute of limitations and 
restored private aiding and abetting liability 
for securities fraud lawsuits; 

• enhanced the independence of corporate 
board members; 

• toughened sanctions against corporate 
officers and directors who are guilty of mis- 
leading disclosure; and 

• strengthened rules regarding analyst con- 
flicts of interest. 

A more limited group of amendments, on 

improved oversight, analyst conflicts, and 
corporate governance, was offered on the 
House floor. 

In both committee and on the House floor, 
all significant pro-investor amendments were 
defeated, most along largely party lines. 

"Thanks to the leadership of Rep.LaFalce, 
the House had every opportunity to pass leg- 
islation that would have provided a strong 
package of reforms," Roper said. 

"Unless this bill is strengthened in the 
Senate, investors will have no reason to regain 
their trust in the reliability of corporate disclo- 
sures," she added. 

The Senate Banking Committee was 
reportedly nearing markup on a somewhat 
stronger audit reform bill as this issue of the 
newsletter went to press. 

Derivatives Reform Defeated in 
Senate 

The Senate has already shown itself to be 
unreliable in its support for post-Enron 
reforms, however. 

An amendment to restore federal oversight 
of the over-the-counter energy derivatives 
market was blocked by a Republican-led fili- 
buster and defeated on a 48-50 cloture vote 
early in April. 

The amendment, sponsored by Sen. 
Dianne Feinstein (D-CA) and Sen. Peter 
Fitzgerald (R-IL), was designed to repeal an 
exemption from regulation for electronic 
trading platforms and the over-the-counter 

market for derivatives based on commodities 
such as energy. 

Enron and its allies had succeeded in win- 
ning the exemption when the Commodity 
Futures Modernization Act was passed in 
2000. 

In order to restore much needed trans- 
parency and oversight to this market, the 
Feinstein-Fitzgerald amendment would 
have restored federal anti-fraud authority 
and imposed registration, reporting, and 
capital requirements on commodity-based 
derivatives. 

"This amendment would have brought 
greater stability and transparency to the over- 
the-counter market in energy derivatives," 
said Legislative Director Travis Plunkett. "The 
failure of the Senate to adopt this basic reform 
is a sign of just how little Congress is willing 
to do to fix the problems that helped lead to 
Enron's collapse." 

House Passes Pension Bill 
The same day the House Financial Services 

Committee began its audit bill markup, the 
full House first rejected 187-232 a 
Democratic bill to provide strong pension 
reform, then passed a bill with scaled back 
protections on a 255-163 vote. 

Both bills would give workers more notice 

of blackout periods during which pension 
accounts are frozen and bar executives from 
selling stock while a freeze is in place. 
However, the Democratic bill included 
stronger protections in a number of key areas. 

On the issue of over-concentration of 
retirement plan assets in company stock, for 
example, the Democratic bill, introduced by 
Rep. George Miller (D-CA), would have given 
workers the right to sell off company stock as 
soon as they completed three years of work 
with a company. 

In contrast, under bill adopted in the 
House, employees could be forced to hold the 
stock for three years after the matching con- 
tribution was made. 

Worse, the bill also exposes workers to 
new risks, by scaling back rules aimed at 
ensuring that executives and lower-paid 
employees are treated the same in retirement 
plans and by allowing 401(k) providers with 
a financial stake in the products they recom- 
mend to offer "advice" to retirement plan par- 
ticipants. 

"The House had a chance to show it was 
serious about protecting workers' pensions, 
and instead it packaged weak reforms with 
special favors for business," Roper said. 
"American workers deserve better from their 
representatives." 

On the Web 
www.consumerfed.org/enron_markupltr041002.PDF 
www.enronwatchdog.org 

Deal on Drug Law Sells Out Safety 
After months of secret negotiations, the 

Food and Drug Administration and 
the drug industry reached an agreement on 
goals for the Prescription Drug User Fee 
Act reauthorization bill that will undermine 
rather than enhance drug safety. 

Key members of both the Senate and the 
House have expressed a desire to incorpo- 
rate this agreement into unrelated bioter- 
rorism legislation, which is currently in 
conference committee. 

"It looks like Congress may try to pull a 
fast one by slipping through one of the 
most important health and safety bills of 
the decade without public hearings, com- 
mittee mark-ups, or serious debate," said 
CFA Legislative Director Travis Plunkett. 
"By quietly attaching PDUFA reauthoriza- 
tion to the bioterrorism bill, they will be 
essentially shutting the public out of the 
process." 

If approved by Congress, as expected, 
the bill will provide an additional $80 to 
$100 million in industry money to fund the 
agency. 

However, the vast majority of this fund- 
ing will be earmarked for FDA review of 
new drugs, not for oversight of safety once 
drugs are offered for sale ("post-marketing 
surveillance"). Moreover, significant strings 
would be attached to the use of this money. 

For example, under the agreement, FDA 
could only spend user fees on post-market- 
ing surveillance of drugs approved after 
October of this year, and then for only two 
years after most of these drugs are on the 
market. 

Moreover, FDA has virtually no enforce- 
ment power under current law to ensure 
that companies perform safety studies or 
properly implement post-market safety 
plans, and the bill does nothing to change 
that. CFA has supported granting FDA the 
ability to assess civil monetary fines and to 
subpoena documents in order to improve 
its enforcement authority. 

The deal has other serious shortcomings, 
as well. 

For example, consumer and patient 
advocates have long expressed concern that 

PDUFA's emphasis on speedy approvals, 
rather than public health, has contributed 
to the unprecedented number of widely 
used drugs that have had to be withdrawn 
for safety reasons in recent years. 

Instead of giving the FDA more flexibil- 
ity, however, the deal worked out between 
FDA and industry would require the 
agency to meet additional decision-making 
deadlines earlier in the drug review 
process. 

It also threatens to drain resources from 
other crucial FDA safety priorities, to pro- 
duce less careful new drug reviews, to 
inhibit the ability of FDA to adequately 
police direct-to-consumer advertisements, 
and to increase the use of outside "consul- 
tants" approved by manufacturers in the 
drug and biologic review process. 

"Not only does this agreement not pro- 
vide FDA with the resources it needs to 
monitor drug safety, it continues to allow 
drug companies to have inappropriate 
influence over FDA's drug safety activities," 
Plunkett said. 
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Guest Offers Lessons for the Consumer Movement 
The new president of Consumers Union 

oni lined five lessons for the consumer 
movement in a keynote address at CFA's 
Consumer Assembly 2002. 

Recent "breaches of consumer welfare and 
the public trust" — such as the Ford- 
I i restone debacle, the California energy crisis, 
and the linron-Andersen scandal — "demon- 
strate all too clearly the need for consumer 
watchdogs and for strong vigilant oversight of 
the marketplace," said Jim Guest, who has 
been president of CU for about a year. 

Guest's first lesson for consumer advocates 
was a positive one — that "the consumer 

vment is absolutely essential to push for a 
lair and just markci [ >la< c for all consumers, 
and we've made a huge impact." 

He cited as evidence of progress rising liv- 
ing standards, plunging death rates from dis- 
ease, rising real incomes, improved quality 
and variety of foods, the ability of average 
.Americans to afford electric lights, telephones, 
and motor vehicles, greater choice of prod- 
ucts and services, improving product reliabil- 
it), and more. 

"The consumer movement has had a lot to 
do with all of this," Guest asserted. 
"Substantial gains have been made, in great 
measure because the consumer movement 
has contributed to a more prosperous, stable 
economy, a more dynamic, competitive mar- 
ketplace, ami a stronger government role in 
protecting the consumer interest." 

Effective Oversight Needed 

Guest's second lesson was that, "in markets 
where corporations lack effective incentives to 
regulate their own conduct responsibly, or 
where health, safety, and other special con- 
cerns are at issue, we need effective public 
oversight." 

"The market 
system is not 
organized to 
promote pub- 
lic welfare or 
the well-being 
of consumers," 
Guest said, "it's 
organized to 
promote pri- 
vate financial 
gain. 

"Certainly, 
in cases where 
markets are 

truly competitive, marketplace forces can pro- 
vide substantial public benefits," he added. 
"But market mechanisms by themselves are 
insufficient to promote consumer health and 
safety, provide social equity, protect vulnera- 
ble consumers on low or fixed incomes, or 
preserve the environment." 

For that, "government safeguards and over- 
sight are needed," he said. 

Guest suggested as his third lesson, how- 
ever, that "there are serious holes in our prod- 
uct safety net and consumer protection 

CU President Jim Guesl 

infrastructure. We must give public watch- 
dog agencies the resources, authority, and 
public support to be effective." 

"In a market economy, investment in the 
consumer protection infrastructure should be 
as critical as investment in physical infrastruc- 
ture," he said. Too often, however, the "holes 
in our product safety or financial regulation 
practices" get fixed only slowly or not at all, 
he said. 

To solve that problem, we need to: provide 
adequate staffing and funding for consumer 
protection agencies, give them adequate legal 
authority, make safety information transparent 
and public, improve the effectiveness of prod- 
uct recalls, and appoint qualified regulators. 

Movement Must Advocate for 
Vulnerable Consumers 

In his fourth lesson, Guest called on the 
consumer movement to recognize that "too 
many consumers still cannot afford the basic 
necessities of life" and "intensify the fight for 
affordable goods and services, fair financial 
practices, and a society in which all 
Americans and their families have a fair 
chance at a decent living." 

"For those without that chance, govern- 
ment must provide," he added. 

Needed public policy changes "to give 
financially strapped and struggling consumers 
a fighting chance" include: raising the mini- 
mum wage and benefits provided through the 
Earned Income Tax Credit, expanding the 

availability of low-income energy assistance, 
requiring banks to offer low-cost transaction 
accounts, establishing a universal health care 
system, passing a Medicare prescription drug 
benefit, and showing "zero tolerance for 
predatory financial practices that harm low 
and moderate-income families." 

Over-Consumption Must 
Be Curbed 

As his final lesson, Guest offered a warning 
that "We in America must curb wasteful over- 
consumption that threatens the environment 
before it's too late." 

To accomplish that goal, we need to 
"encourage more sustainable consumption 
practices," by encouring manufacturers to 
design and sell products that are more durable, 
economical, and sustainable; by promoting 
informed consumer choice and behavior; and 
by "creating government regulatory and eco- 
nomic policies and incentives that support, 
and in certain cases require, these changes 
among consumers and manufacturers." 

"This is a time of both crisis and opportu- 
nity," Guest concluded. "There is a long 
agenda that we in the consumer movement 
have before us. 

"We have an enormous opportunity to 
make fundamental, enduring improvements 
in the welfare of consumers here and around 
the world. It's our responsibility to deliver on 
that opportunity." 

Shift Seen in Public's View about the 
Role of Government 
The country is currently expe- 

riencing a Fundamental shift 
in the public's view of the role of 
government, political analyst 
Gerald Seib said in a luncheon 

ch at Consumer Assembly 
2002. 

Seib, who is Washington, D.C. 
bureau chiel for the Wall Street 
Journal, described the last six to 
nine months as "a kind of a per- 
fect storm for those who wanted 
to puisne further deregulation." 

1 he Democratic takeover of 
the Senate, the recession, 
September's terrorisl attack, and 
the collapse of Enron have 
prompted a Revaluation of the deregulatory 
agenda in particular and of the role of gov- 
ernment m general, he said. 

" I he yearning we all feel for homeland 
security has made us more open to the idea 
o\ government involved in our lives. The 
slumping economy has prompted both par 
nes in Congress to look for ways government 
could do something about it. 

"And then came Enron. The leading disci- 
ple and symbol of deregulation collapses 
while the regulators were clueless about 
what it was doing," he said 

Seib pointed to a number of signs that 
attitudes among policymakers are shifting as 

Wall Street Journal Washington 
Bureau Chief Gerald Seib 

a result. These include: 
• the prominent role of 

Rep. Billy Tauzin (R-LA), a 
long-time friend to both 
Enron and the accounting 
industry, as the lead con- 
gressional investigator of 
the Enron-Andersen scan- 
dal; 

• the leadership of Sen. 
Christopher Dodd (D-CT), 
"for years a very reliable 
frind of the accounting 
industry," in crafting legis- 
lation to strengthen regula- 
tion of accounting; and 

• a recent statement by 
conservative commentator George Will that 
"a secure capitalist economy is a government 
project." 

Legislative Agenda Changes in 
Response 

The practical effects, he said, can be seen 
in the revival of campaign finance legisla- 
tion, the return of pension reform "to the 
front burner," and the willingness of 
Congress to consider regulation of deriva- 
tives and accountants. 

In addition, Seib said, "President Bush is 
probably having to trim his sails a little bit 
in his efforts to pass tort reform." 

He cautioned, however, that "this is 
hardly a univeral reregulation urge. You 
have to be careful not to overstate the 
case." 

"I'm not suggesting that the pendulum is 
swinging all the way back, but I think the 
mood is different," he added. 

President Bush Likely To Adapt 

That changing mood "puts President 
Bush in a very interesting position," Seib 
said, since it creates an "obstacle in the way 
of his seeing the domestic agenda material- 
ize." 

That is, in part, an obstacle of his own 
making, Seib noted, since, in mounting the 
war on terrorism, "he's had to make the 
point that government can do some things 
right." That message "cuts against his 
agenda in other areas." 

Seib predicted, however, that President 
Bush would adapt more easily to the new 
environment than many others in his party, 
since "he always envisioned using govern- 
ment in very limited ways to achieve his 
goals." 

Only time will tell how significant the 
change has really been, Seib concluded. 
"It's a time of flexibility and probably a pivot 
point. The next six months will give us a 
good idea of how far these trends are likely 
to go." 
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Members of Congress Outline Consumer Priorities 
Three members of Congress — Sen. Jack 

Reed (D-RI), Rep. Melvin Watt (D-NC), 
and Rep. Richard Baker (R-LA) — delivered 
keynote speeches at Consumer Assembly in 
which they presented a diverse list of con- 
sumer issues on the congressional agenda. 

The Senate was in the middle of debating 
the energy bill, and had just defeated an 
amendment to strengthen Corporate Average 
Fuel Efficiency standards, when Sen. Reed 
delivered his speech. 

Increasing CAFE standards is "the most 
practical, direct way to reduce our depen- 
dence on fossil fuels and foreign oil" and thus 
protect national security, he said. "It seems to 
me to be a no brainer." 

The Senate vote made clear, however, that 
"we're not going to have meaningful CAFE 
reform this year," he said. 

On a somewhat more optimistic note, Sen. 
Reed said he had received a commitment 
from Senate Majority Leader Tom Daschle 
(D-SD) to bring his bill to close the gunshow 
loophole to the floor for a vote this year. 

Describing the bill as offering "a sensible set 
of rules which do not prevent law-abiding 
people from purchasing guns," Sen. Reed 
nonetheless acknowledged that winning its 
passage would be "an uphill battle." 

He also raised questions about the process 
in which decisions about the Prescription 
Drug User Fee Act were being made, with the 
Food and Drug Administration meeting pri- 
vately with the pharmaceutical industry to 
work out a deal. 

Sen. Reed pledged to work "to ensure that, 
if we do pass PDUFA reauthorization legisla- 
tion ... it will represent not just the drug 
industry's viewpoint, but also the views of 
consumers." 

Baker Advocates Financial 
Reforms 

Rep. Baker, who chairs the House Capital 
Markets Subcommittee, discussed initiatives 

Sen. Jack Reed (D-RI) Rep. Richard Baker (R-LA) Rep. Melvin Watt (D-NC) 

to improve audits of public companies, 
improve the timeliness and quality of corpo- 
rate disclosures, and reform the Government 
Sponsored Enterprises. 

Echoing a concern raised by Securities and 
Exchange Commission Chairman Harvey 
Pitt, Rep. Baker expressed his commitment to 
bring about "real-time, transparent disclosure 
with more forward-looking statements as the 
goal." 

"Every investor, whether they invest $200 
or $200,000 should have access to ... accurate 
information at the same time as any other 
market participant," he said. 

In addition, Rep. Baker offered several sug- 
gestions for strengthening the backbone of 
corporate auditors, including: requiring audi- 
tors to swear under oath that no member of 
management had caused them to modify the 
financial statement, and providing an office at 
the SEC to evaluate disputes between audi- 
tors and their clients before financial state- 
ments are filed. 

When companies are forced to restate 
earnings because of errors, corporate man- 
agers that are found to have profited by 
manipulating the stock price should be 
required to disgorge those funds, he added. 

"What we do not wish to see is the manip- 
ulation of market practice to the benefit of the 
few and to the cost of the many," he said. 

On the issues of corporate governance and 

audit reform, Rep. Baker expressed confi- 
dence that Republicans and consumer advo- 
cates have a similar agenda, even if they do 
not always agree on the specifics. 

"We are at least on the same track," he said. 
"We are not in the same car yet." 

A longtime critic of Fannie Mae and 
Freddie Mac, Rep. Baker expressed some 
skepticism about the benefits provided by the 
housing GSEs and raised concerns about the 
adequacy of their regulation. 

"The risks they take are not fully disclosed, 
and the regulator they have has not been on 
the top of its game," he said. 

Furthermore, banks are doing a better job 
than the GSEs of meeting the needs of low and 
moderate income consumers for mortgage 
loans, Rep. Baker said. "We're paying a lot of 
money in order to facilitate home ownership, 
and we're not getting a lot back," he said. 

Watt Says House Unlikely 
To Pass Reforms 

Rep. Watt was the least optimistic of the 
three congressional speakers. He said that, 
under its current leadership, the House of 
Representatives is unlikely to produce any 
meaningful reforms for consumers. 

"I think we're seeing attention to things as a 
reactionary proposition, much more so than 
we see attention to things on a proactive 
basis," he said. 

He cited as an example financial privacy, 
where the need to beef up protections in the 
Gramm-Leach-Bliley bill is raised repeatedly 
without producing any legislative action. 

"I think the instance in which we beef up 
the privacy protections in this bill will be the 
first time some banker or financial institution 
does something really egregious," Rep. Watt 
said. 

"I feel confident that at some point that is 
going to happen," he added. "That will cause 
a reactive response." 

"It almost takes an Enron to spark an inter- 
est in how you solve problems that should 
have been solved in the normal course of 
events if we had been thinking about what 
could happen," he said. 

The best thing that can be said about 
Enron, he added, is that it has "started a 
debate about what kind of rules we should 
have going forward for investor protection," 
when the trend in Congress since 1995 "has 
been absolutely in the opposite direction." 

Nonetheless, he said the most he expects 
out of the debate is "some modest improve- 
ments in the standards." 

Rep. Watt expressed similar skepticism that 
Congress would produce beneficial consumer 
legislation on other consumer issues before it, 
including rent-to-own, payday lending, bank- 
ruptcy, privacy, closing the gunshow loop- 
hole, and mandatory arbitration. 

He nonetheless said consumer activism at 
the federal level "is very important." 

"Talking to your representatives is very 
important," he added. "It's important to talk 
to them even if they don't necessarily agree 
with you." 

He also expressed some optimism over 
what it is possible to accomplish at the state 
level. 

"It's not always the best thing to push every- 
thing to the federal level," he said. "Some of 
the best stuff on consumer issues is coming 
out of the North Carolina state legislature." 

FTC Chairman Pledges Continuity of Focus 
There will be no radical 

change in approach at 
the Federal Trade 
Commission in the Bush 
administration, FTC 
Chairman Timothy Muris 
said in a Consumer 
Assembly 2002 keynote 
address. 

"Continuity is the watch- 
word," he said. "The FTC I 
inherited had the right 
focus," he added, saying he 
would "make sure that we 
build on the excellent record 
of my predecessors." 

In the area of consumer 
protection, the agency will continue to focus 
on both enforcement and education, he said. 
"Scam artists are an ingenious bunch. We 
need to be diligent, not only in shutting them 
down, but in educating and alerting people to 
signs of fraud." 

FTC Chairman Timothy Muris 

Agency Priorities 
Outlined 

Among the consumer pro- 
tection priorities he outlined 
were: 

• Greater use of criminal 
prosecutions. "Career crimi- 
nals need to be put in jail," he 
said. 

• Both working with other 
governments and using U.S. 
authority to go after interna- 
tional crooks who take advan- 
tage of U.S. citizens. 

• Bringing major cases in 
the area of mortgage lending 
fraud, "especially in the sub- 

prime market," and seeking redress for vic- 
tims, but also educating consumers.to 
make better decisions and simplifying the 
loan closing process. "Law enforcement 
alone won't solve the problem," he said. 

Privacy will also be a priority, he said. "1 

realize how important privacy is and how 
important it is for the FTC to be visible on 
this issue." 

Efforts underway include creation of a 
"one-stop, national do not call registry," 
bringing enforcement cases against "spam," 
particularly when it is targeted at children, 
working with criminal authorities to get 
identity theft cases prosecuted, and work- 
ing with businesses to promote sound data 
security practices. 

FTC-DOJ Agreement 
Defended 

In the area of antitrust enforcement, Muris 
defended the controversial agreement 
between FTC and the antitrust division at 
Department of Justice as a result of which 
FTC gave up its merger review authority for 
mergers in the communications industry. 

When the two departments shared author- 
ity, disputes were constant and intense, he 
said. "The clearance process was becoming 

an unmanageable, contentious, poisonous 
process." 

Muris said the agreement is a good one for 
his agency. "However much we would like 
the FTC to do more, the world we live in is 
one where I have to share jurisdiction with 
the Department of Justice," he said. 

The agency will focus its antitrust activities 
in the areas of: pharmaceuticals, looking at 
practices firms engage in to prevent competi- 
tion from generics; health care, including 
doctors, hospitals, and insurance companies; 
opposing state legislation that would restrict 
competition; and holding hearings to exam- 
ine the "relationships between intellectual 
property and antitrust and how those two 
important doctrines can co-exist." 

"It's an exciting time at the FTC," Muris 
concluded. "We have an aggressive 
agenda. We're not going to agree on every- 
thing, but we're going to agree a lot more 
than we disagree." 
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Terrorism Increases Interest in Saving, Planning 
The events of September 11 have had a 

sobering effect on consumers, increasing 
their interest in saving, debt repayment, and 
financial planning, according to two recent 
surveys co-sponsored by CFA as part of the 
America Saves campaign. 

The first of those surveys, released with 
Bank of America in March, accompanied the 
launch of an interactive America Saves web- 
site (www.AmericaSaves.org) and announce- 
ment of free membership for individuals in 
America Saves. These and related services are 
funded by a new $200,000 Bank of America 
Foundation grant. 

The second survey, released in April with 
the Financial Planning Association (FPA), 
accompanied the announcement of a new 
free financial advice service for members of 
America Saves. 

The CFA-Bank of America survey asked 
whether respondents were more or less inter- 
ested in personal savings, debt repayment, 
luxury purchases, and lottery ticket purchases 
since the events of September 11. 

It found that 33 percent of respondents 
had more interest in personal savings, com- 
pared with 9 percent who had less interest, 
and 25 percent had more interest in debt pay- 
ment, compared with 11 percent who had 
less interest. 

Similarly, 36 percent had less interest in 
luxury purchases and 29 percent had less 
interest in lottery ticket purchases, compared 
with 6 and 5 percent respectively who had 
more interest in such purchases. 

"Those who speculated that terrorism 
would encourage Americans to spend more 
freely and save less were clearly wrong," said 
CFA Executive Director Stephen Brobeck. 

Financial Confidence Grows 

The increased interest of consumers in sav- 
ing and debt repayment may help explain the 
fact that they are less worried about their 
financial status today. 

Asked whether they were more or less wor- 
ried than they were a year ago about the secu- 
rity of their income, the adequacy of their 
income, the amount of their consumer debt, 
and the amount of their savings, more said 
they were less worried. 

"Given the economic slowdown, the terror- 
ist attacks, and the Enron debacle, this 
increased consumer confidence in their own 
financial condition is surprising," said Lynn 
Reaser, Chief Economist for Banc of America 
Capital Management. "It may well largely 
reflect the fact that many have decided to live 
their financial lives more prudently," she said. 

Nearly all Americans (92 percent) consider 
financial planning to be important personally, 
according to the CFA-FPA survey, and more 
than half of Americans (55 percent) consider 
financial planning to be more important to 
them personally now than they did a year ago. 

Americans who are interested in saving, 
debt reduction, and planning will find sup- 
port in new services available as part of the 
America Saves campaign, which seeks to 
encourage and assist individuals to save and 
build wealth more effectively. 

President Reignites Debate 
Over Terrorism Insurance 
The president reignited the debate over terror insurance legislation in April, with a mis- 

guided call for Congress to pass a terrorism insurance bill on the grounds that lack of 
affordable insurance is becoming a drag on the economy. 

"The president proposes to give away insurance worth tens of billions to an industry 
that is flush and on the cusp of huge profit increases," said CFA Legislative Director Travis 
Plunkett. "But the rate problem the president cites as justification is the result of a classic 
turn in the economic cycle of the industry, which has been accelerated by — but not 
caused by — the terrorist attacks." 

What is needed instead, according to CFA and Consumers Union (CU), is for the pres- 
ident to "spur the creation of private alternatives to the over-priced insurance of today's 
market." They called on Congress and the president to "create incentives that would has- 
ten the development of affordable terror insurance alternatives," by: 

• expanding the Liability Risk Retention Act to cover all commercial property/casualty 
insurance and personal lines; 

• determining if there are any tax disincentives for the development of captive insur- 
ance or self-insurance mechanisms; and 

• developing proposals to encourage the securiuzation of risk. 
"In an attempt to justify taxpayer assistance for insurers, the president is overlooking 

evidence that a dynamic market for terror insurance is developing," Plunkett said. 
CFA and CU noted that many larger firms — including those that are at highest risk of 

being targeted in future terrorist attacks — are finding ways to obtain terrorism coverage. 
Banks are loaning money to the vast majority of all businesses, ragardless of whether ter- 
ror coverage is available. And insurers are in a better financial position than before 
September 11 to handle future terroism losses. 

"The economic collapse predicted by the insurance industry has not happened, which 
calls into question whether these new threats are real and whether a taxpayer bailout is 
needed," said CU Legislative Counsel Frank Torres. "Neither the president nor the insur- 
ance industry has proven their case." 

As this issue of the newsletter went to press, the Senate was preparing to bring a terror- 
ism insurance bill to the floor for a vote. 

The program was developed through local 
campaigns, which have been launched in 
Cleveland and Kansas City and are in the plan- 
ning stages in a number of other communities. 

America Saves Expands Services 

For the first time, membership is now also 
available to those who live outside the areas 
served by local campaigns. 

Like participants in local campaigns, indi- 
viduals who wish to enroll as an American 
Saver must develop a simple plan to achieve a 
wealth building goal, such as building an 
emergency fund, reducing debt, or saving for 
retirement. 

They can submit their plans either through 
the website or using a form that is part of a 
free pamphlet, Build Wealth, Not Debt. (To 
order, send a self-addressed, stamped enve- 
lope to America Saves, P.O. Box 12099, 
Washington, D.C. 20005-0999.) 

After submitting their plan, Savers receive 
free information about savings options and 
strategies as well as a free subscription to the 
quarterly newsletter, American Saver. 

Savers are also eligible to receive free finan- 
cial advice, by phone or email, on topics rang- 
ing from budgeting and debt management to 
investments and retirement planning. 

The advisory service was developed by 

FPA and is being undertaken by approxi- 
mately 500 volunteer financial planners who 
belong to the association. It is being offered 
through FPA's National Financial Planning 
Support Center. 

Savers who call or email the Support 
Center will communicate with a specialist 
who will forward questions to a planner. The 
planner will then contact the Saver and 
arrange a convenient time to converse by 
phone or e-mail. 

Participating volunteer planners must sign 
a letter of understanding that they will meet 
all regulatory and ethical obligations. 

In addition, these planners must agree to 
provide financial advice for free and "not pur- 
sue a continued financial planning business 
relationship unless proactively requested by 
the participant." 

"Our free financial advice reflects our com- 
mitment to broaden the availability of finan- 
cial planning services to all Americans, not 
just to the very affluent," said FPA President 
Bob Barry, CFP. 

"For more than a decade, CFA has empha- 
sized the growing need of lower- and middle- 
income Americans for financial planning 
services," Brobeck said. "We congratulate the 
Financial Planning Association for helping 
meet this need by assisting American Savers." 

On the Web 
www.AmericaSaves.org 
www.consumerfed.org/amsaves_030502.pdf 
www.consumerfed.org/financialplanning_pr040202.PDF 
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On the Web 
http://www.consumerfed.org/president-terror-insurancepr040902.PDF 


