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bizarre accounting, the possibilities are end-
less. 

Indeed, I would argue that the ‘‘national- 
interest’’ theory is not only misguided, but 
wrong. True international competitiveness is 
achieved by reducing costs, not ignoring 
them. Over time, capital markets will also 
function more rationally when logical and 
even-handed accounting standards, rather 
than the ‘‘feel-good’’ variety, are followed. 

Back in 1937, Benjamin Graham, the father 
of Security Analysis and, in my opinion, the 
best thinker the investment profession has 
ever had, wrote a satire on accounting. In it, 
he described the gimmicks that companies 
could employ to inflate reported earnings, 
even though economic reality changed not at 
all. Among Graham’s most hilarious sugges-
tions—because the thought seemed so far 
fetched—was a proposition that all employ-
ees of a company be paid in options. He 
pointed out that this arrangement would 
eliminate all labor costs (or, more precisely, 
eliminate the need to record them) and do 
wonders for the bottom line. 

Today, in the world of stock options, we 
have life imitating satire. So far, of course, 
companies have largely substituted option 
compensation for cash compensation only 
when paying managers. But there is no rea-
son that this substitution can’t spread, as 
corporate executives catch on to the possi-
bility of inflating earnings without actually 
improving the economics of their businesses. 

One close-to-home example, involving 
Berkshire Hathaway and its 20,000 employ-
ees: I would have no problem inducing each 
of them to accept an annual grant of out-of- 
the-money options worth $3,000 at issuance 
in exchange for a $2,000 reduction in annual 
cash compensation. Were we to effect such 
an exchange, our pre-tax earnings would im-
prove by $40 million—but our shareholders 
would be $20 million poorer. Would someone 
care to argue that would be in the national 
interest? 

Many years ago, I heard a story—undoubt-
edly apocryphal—about a state legislator 
who introduced a bill to change the value of 
pi from 3.14159 to an even 3.0 so that mathe-
matics could be made less difficult for the 
children of his constituents. If a well-inten-
tioned Congress tries to pursue social goals 
by mandating unsound accounting prin-
ciples, it will be following in the footsteps of 
that well-intentioned legislator. 

Sincerely, 
WARREN E. BUFFETT, 

Chairman. 

Mr. LEVIN. Finally, Mr. President, I 
just want to make sure that the clerk 
has the amendment in the same form 
that I do. I will simply read this 
amendment, and if there is any prob-
lem, the clerk can correct me. It has 
already been adopted, but I want to 
double check to make sure, and make a 
parliamentary inquiry, that the 
amendment reads as follows: 

That it is the sense of the Senate the Com-
mittee on Finance of the Senate should hold 
hearings on the tax treatment of stock op-
tions. 

The PRESIDING OFFICER. That is 
subsection (b) of the amendment? 

Mr. LEVIN. That is correct. 
The Senator is correct? 
The PRESIDING OFFICER. The Sen-

ator is correct. 
Mr. LEVIN. I thank the Chair. 
Again, I thank my good friend from 

Rhode Island for his patience. 
Mr. CHAFEE addressed the Chair. 
The PRESIDING OFFICER. The Sen-

ator from Rhode Island. 

REVENUE RECONCILIATION ACT 
OF 1997 

AMENDMENT NO. 551, AS MODIFIED 
Mr. CHAFEE. On behalf of Senator 

NICKLES, I send a modification of his 
amendment No. 551 to the desk and ask 
unanimous consent that it be so modi-
fied. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

The modification is as follows: 
On page 212, between lines 11 and 12, insert: 

SEC. . INCREASE IN DEDUCTION FOR HEALTH 
INSURANCE COSTS OF SELF-EM-
PLOYED INDIVIDUALS. 

(a) IN GENERAL.—The table contained in 
section 162(l)(1)(B) is amended to read as 
folllows: 
‘‘For taxable years 

beginning in cal-
endar year— 

The applicable 
percentage is— 

1997 ............................................... 50 
1998 ............................................... 50 
1999 through 2001 .......................... 60 
2002 ............................................... 60 
2003 ............................................... 70 
2004 ............................................... 80 
2005 ............................................... 85 
2006 ............................................... 90 
2007 ............................................... 100 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall apply to taxable 
years beginning after December 31, 1996. 

On page 159, line 15, strike ‘‘December 31, 
1999’’ and insert ‘‘May 31, 1999’’. 

On page 159, line 18, strike ‘‘42-month’’ and 
insert ‘‘35-month’’. 

On page 159, line 19, strike ‘‘42 months’’ 
and insert ‘‘35 months’’. 

On page 160, lines 10 and 11, strike ‘‘Decem-
ber 31, 1999’’ and insert ‘‘May 31, 1999’’. 

On page 160, lines 19 and 20, strike ‘‘Decem-
ber 31, 1999’’ and insert ‘‘May 31, 1999’’. 

f 

HEART AND HYPERTENSION 
BENEFITS 

Mr. DODD. Mr. President, I wish to 
speak briefly about an amendment that 
I have submitted with my colleague 
from New York, Senator D’AMATO, to 
benefit firefighters and law enforce-
ment officers in our respective states 
of Connecticut and New York. 

For the firefighters and police offi-
cers of Connecticut, this amendment 
seeks simply to correct a wrong that, 
while unintentional, has cost these 
committed public servants a great deal 
of money and anguish. It has always 
been the intention of the state of Con-
necticut to provide its police officers 
and firefighters heart and hypertension 
benefits tax-free by considering them 
workmen’s compensation for tax pur-
poses. Based on that intention, these 
individuals accepted benefits with the 
understanding that they were not tax-
able. 

However, the original version of Con-
necticut’s Heart and Hypertension law 
contained language which made the 
benefits from the statute taxable under 
a ruling by the IRS in 1991. As a result 
of the problem with the state law, and 
through no fault of their own, these 
citizens have been charged with mil-
lions of dollars in back taxes, interest, 
and penalties by the IRS. 

Connecticut has since amended its 
law, but that change does not help 
those police officers and firefighters 
who received benefits prior to the 
amendment. This legislation would re-
move their tax liability for heart and 
hypertension benefits for the years 
prior to the IRS ruling (1989, 1990, and 
1991). The bill is narrowly drafted to 
accomplish that limited purpose, and 
would not affect the tax treatment of 
benefits awarded after January 1, 1992. 

Mr. President, the police officers and 
firefighters of Connecticut serve our 
state’s citizens with courage and com-
passion. The least we can do is provide 
them with this small measure in rec-
ognition of their bravery and commit-
ment. I urge my colleagues to support 
this amendment. 

The measure has been scored to cost 
$11 million for FY98 only. 

f 

LOUISIANA CONTESTED ELECTION 

Mr. WARNER. Mr. President, on 
April 17 the Committee on Rules and 
Administration voted, along party 
lines, to conduct an investigation into 
allegations that fraud, irregularities, 
and other errors affected the outcome 
of the 1996 election for United States 
Senator from Louisiana. The vote was 
taken after a very thorough discussion. 
Periodically I have reported to the 
Senate with floor statements; today is 
my third. 

On May 8, I reported that the com-
mittee was about to embark on a bipar-
tisan investigation, as a result of ef-
forts by both the majority and minor-
ity to agree to a ‘‘Investigative Pro-
tocol’’ regarding the joint conduct of 
the investigation. From the inception, 
I have believed a joint investigation 
could better serve the Senate. 

On May 23, I provided a second status 
report to the Senate on the following: 
on efforts to secure the detail of FBI 
agents to the Committee, on assur-
ances of cooperation by Louisiana offi-
cials, and on my agreement with Sen-
ator FORD, the ranking member on the 
Committee, on the issuance of over 130 
subpoenas. 

Last evening, Senator FORD an-
nounced that the ‘‘Rules Committee 
Democrats will withdraw from the in-
vestigation of illegal election activities 
in the contested Louisiana Senate elec-
tion’’. Further, he asserted that the 
‘‘investigation was over budget, it’s ex-
ceed the time frame agreed to, and 
none of Mr. Jenkin’s (sic) claims have 
been substantiated by any credible wit-
ness.’’ 

Since last Friday, Senator FORD and 
I had been working to resolve dif-
ferences and develop a written outline 
of the work we jointly could agree on 
to complete our investigation. I had 
good reason to believe we had made 
progress, but I learned at approxi-
mately 6 p.m. yesterday that the mi-
nority had decided to terminate their 
participation. 
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