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Securities and Exchange Commission Legislation

As ordered reported by the House Committee on Financial Services on July 11, 2018

On July 11, the House Committee on Financial Services ordered eight bills to be reported
related to the rules, regulations, and operations of the Securities and Exchange
Commission (SEC). The bills are:

e H.R. 3555, the Exchange Regulatory Improvement Act, would require the
Securities and Exchange Commission (SEC) to issue regulations regarding
its definition of what constitutes a facility used by a national securities
exchange;

e H.R. 6177, the Developing and Empowering our Aspiring Leaders Act of
2018, would direct the SEC to conduct a rulemaking to expand what types
of asset acquisitions are considered qualifying investments for a venture
capital fund;

e H.R. 6319, the Expanding Investment in Small Business Act, would require
the SEC to conduct a study on the limitation on the amount of outstanding
securities a closed-end fund may hold from a single issuer and still be
classified as diversified;

e H.R. 6320, the Promoting Transparent Standards for Corporate Insiders
Act, would require the SEC to conduct a study of various proposals to
change agency rules regarding the use of written trading plans by certain
securities traders;

e H.R. 6321, the Investment Adviser Regulatory Flexibility Improvement
Act, would require the SEC to revise the definitions of a small business and
small organization applicable for assessing the effect of the agency’s
rulemakings under the Investment Advisers Act of 1940 on those entities;

e H.R. 6322, the Enhancing Multi-Class Share Disclosures Act, would direct
the SEC to issue a rule requiring securities issuers with multi-class stock
structures to make disclosures regarding the voting power of certain
individuals;



e H.R. 6323, the National Senior Investor Initiative Act of 2018, would direct
the SEC to establish a taskforce to identify challenges that senior investors
face and to report on its findings every two years; and

e H.R. 6324, the Middle Market [PO Underwriting Cost Act, would direct the
SEC to study the costs associated with small and medium-sized companies
undertaking an initial public offering and to report on its findings.

Using information from the SEC regarding the costs of similar activities, CBO
estimates that implementing seven of those bills—H.R. 3555, H.R. 6177,

H.R. 6319, H.R. 6320, H.R. 6321, H.R. 6322, and H.R. 6324—would ecach have a
gross cost of about $1 million for the agency to conduct the required studies and
rulemakings and to issue reports. CBO estimates that implementing the eighth
bill—H.R. 6323—would have a gross cost of $7 million over the 2019-2023
period for the SEC to establish and carry out the functions of the taskforce
established under the bill.

However, the SEC i1s authorized to collect fees sufficient to offset its annual
appropriation; therefore, CBO estimates that the net effect on discretionary spending of
implementing each of those bills would be negligible, assuming appropriation actions
consistent with that authority. H.R. 6323 also would require the Government
Accountability Office (GAO) to conduct a study on the economic costs of the financial
exploitation of senior citizens and CBO estimates that implementing that section would
cost GAO less than $500,000; such spending would be subject to the availability of
appropriated funds

None of the bills would affect direct spending or revenues; therefore, pay-as-you-go
procedures do not apply for any of the eight bills.

None of the bills would increase net direct spending or on-budget deficits in any of the
four consecutive 10-year periods beginning in 2029, CBO estimates

None of the bills contain intergovernmental mandates as defined in the Unfunded
Mandate Reform Act (UMRA) and would not affect the budgets of state, local, or tribal
governments. All of them would require the SEC to take actions that could raise the
agency’s administrative costs and the fees it collects to offset those costs. If the SEC
increased fees, it would increase the cost of an existing mandate on private entities
required to pay those fees. CBO estimates that none of the bills would increase fees in an
amount that would exceed the annual threshold for private-sector mandates established in
UMRA ($160 million in 2018, adjusted annually for inflation).

The CBO staff contacts for this estimate are Stephen Rabent (for federal costs) and

Rachel Austin (for mandates). The estimate was reviewed by H. Samuel Papenfuss,
Deputy Assistant Director for Budget Analysis.
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