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EXECUTIVE OFFlCE OF THE PRESIDENT
- OFFICE OF. MANAGEMENT AND BUDGET
WASHINGTON ‘D.C. 20503 -

THE DIRECTOR 7 ' SR . Janzuary .7 , 2002

MEMORANDUM FOR THE PRESIDENT -

SUBJECT: = Enrolled Bill H.R 1088 - Investor and Capital Markets Fee Relief Act
~ Sponsors - Rep. Fossella (R) New York and 45 cosponsors

Last Day for Action

January 16, 2002 - Wednesday

- Purpose

Reduces the rates of fees charged by the Securi_tieé and Exchange Commission (SEC) for
securities transactions, and eliminates the general revenue component of such fees; also
establishes for employees of the SEC pay parity with other financial regulatory agencies.

- Agency Recommendatiorns |

Office of Management and Budget o | Approval

Securities and Exchange Commission ' ' Approval

Department of the Treasury ’ | No objection (Informally)

Office of Personnel Management S No objection (Informally)
Discussion

Ba‘ékground. Section 31 of the Securities Act of 1933 (the Act) imposed fees on
transactions of exchange-traded securities at a rate equal to 1/500th of 1 percent of the aggregate

amount of sales. These fees were all to be collected as general revenue. The rate was increased -

-in 1965 to 1/300th of 1 perceht. Section 6(b) of the Act imposed fees on the registration of
securities at a rate equal to 1/100th of 1 percent of the offering price. These fees were also
collected as general revenue. This rate was increased in 1965 to 1/50th of 1 percent.

The 1983 Securities Exchange Act Amendments imposed fees on mergers, proxy
solicitations, and other activities at a rate of 1/50th of 1 percent of the value of the securities
“involved. These fees were also collected as general revenue. In several appropriations acts in the
1990s, the registration fee rate was increased to 1/29th of 1 percent and all fees collected in
~ excess of 1/50th of 1 percent were to be credited as offsetting collections for SEC appropriations.




The Natronal Securities Markets Improvement Act 0f 1996 (N SMIA) reduced the fees to
their current levels (specifics descrlbed below) in‘an effort, based on projections of securltles
market activities that total fee collectrons would fall, to allow the-SEC to collect only enough
- fees to approximately equal the cost of running the SEC (Due to surges in market activity in the

last few years, fee collections have risen much hlgher than expected ) Under NSMIA fee rates
are scheduled to sharply decline in FY 2007 , %

Reduction in Fee Rates and Ehmmatron of General Revenue Component H.R. 1088
would reduce these three SEC-imposed fees and eliminate the portion of fee collections recorded
as general revenues. The enrolled bill would continue to allow fees collected in excess of
amounts needed to fund the SEC to offset discretionary spendlng under the jurisdiction of the
Commerce, Justrce State Appropriations Subcommlttees :

_Transaction_ (Section 31) Fees. These fees are collected when securities are sold. The
fees are intended to cover costs to the government of supervising and regulating securities
markets and participants. Currently, the fee is $33.33 per $1 million traded through national
securities exchanges (collected as general revenues), national securities associations (offsetting
~ collections), and brokers and dealers (general revenues) through FY 2006. After FY 2006, the
rate is set to decrease to $12.50 per $1 million in transactions. H.R. 1088 would reduce the fee to
$15 per $1 million in FY 2002. After FY 2002, the SEC would set one transaction fee rate for all
participants at the beginning of each fiscal year so that all transaction fees collected in that year
equal a specified amount, the target offsetting amount. All of the fees would be recorded as -
offsetting collections. The enrolled bill would set these amounts as follows: $732 million for
FY 2002; $849 million for FY 2003; $1,028 million for FY 2004; $1,220 million for FY 2005;
$1,435 million for FY 2006; $881 million for FY 2007; $892 million for FY 2008; $1,023
- million for FY 2009; $1,161 million for FY 2010; and $1,321 million for FY 2011. These fees
would equal approximately $12 per $1 million in transactions through FY 2006. After
FY 2006, they would equal approximately $7 per $1 million. A final adjustment in FY 2012
would occur to produce roughly the target amount for FY 2011 to be applied for transactions in
all subsequent years. The SEC would be authorized to adjust the rates if the estimate of the
aggregate dollar volume of sales for a particular fiscal year is "reasonably likely" to-be 10 percent
{or more) greater or less than the actual volume. ‘ ’ ‘

Registration (6(b)) Fees. These fees are paid by companies at the time of filinga
registration for securities that are proposed to be offered (e.g., initial public offerings). The fees
are currently set at $239 per $1 million of the maximum aggregate price of the securities, and
- will phase down to $200 per $1 million in FY 2006. After FY 2006, the fee is set to decrease to
$67 per $1 million. Fees in excess of $200 per $1 million are counted as offsetting collections,
~ and the remainder are collected as revenues. H.R. 1088 would set the fee at $92 per $1 million in
FY 2002. After FY 2002, the SEC would set one transaction fee for all parti¢ipants at the

beginning of each fiscal year so that all transaction fees-collected in that fiscal year equal a
specified amount, the target offsetting amount.- All of the fees would be recorded as offsetting
- collections. The enrolled bill would set these amounts as follows: $337 million for FY 2002,
~ $435 million for FY 2003; $467 million for FY 2004; $570 million for FY 2005; $689 million
- for FY 2006; $214 million for FY 2007, $234 million for FY 2008; $284 million for FY 2009;
- $334 million for FY 2010; and $394 million for FY 2011, with a final rate adjustment in
FY 2012 as with transaction fees above.




Merger/Tender Fees. Currently, companies pay these fees at a rate equal to $200 per
$1 million of the value of securities proposed to be purchased as-part of a merger at the time of
filing. The fees are collected as revenues. H.R. 1088 would set these fees at $92 per $1 million
in FY 2002. Thereafter, they would be adjusted to match the reglstratlon fee rate and they would
. be recorded as offsetting collections.

Other fees. Under the enrolled bill, fees on security futures transactions and transactions
on options on security futures (excluding narrow-based security indices) would be reduced from
$0.02 to $0.009 through FY 2006. They would be recorded as offsetting collections. After
FY 2006, the fee would be further reduced to equal $0.0042 per transaction. In addition, the
$100 fee for qualification of certain 1ndentures under the Trust Indenture Act of 1939 would be
eliminated. ' ' '

"Pay Parity" for SEC Employees. H.R. 1088 would authorize the SEC to adjust the base
rates of pay and other benefits for all of its employees to be comparable to the pay and benefits
provided by certain other financial regulatory agencies. The other agencies are the Federal
Deposit Insurance Corporation, the National Credit Union Administration, the Federal Housing
Finance Board, the Farm Credit Administration, and Treasury's Office of the Comptroller of the
Currency and Office of Thrift Supervision. Under current law, the SEC must follow the Civil
Service's General Schedule for pay while the other agencies cited above may individually -
establish and adjust schedules of compensation and benefits. To implement the authority, the .
SEC would have to develop an implementation plan and submit a report to the House Financial
Services and Government Reform Committees and the Senate Banking and Governmental
Affairs Committees on the plan, including: ev1dence and supportlng documentation and budget
projections on costs and benefits resulting from the plan. (Approval of the plan would not be
-~ necessary before the SEC could 1rnp1ernent it.) .

Studies. H. R 1088 would requlre the SEC to study the extent to wh1ch beneﬁts of fee
‘reductions are passed along to investors and.: stibmit a report'on such study to Congress within
two years of enactment. The enrolled b111__ would also require the General Accounting Office to
study the impact and consequences of converting the SEC toa self-funded organization and
submit a report on the study within 180 days of enactment to the House Financial Services and
Government Reform Committees and the Senate Banklng and Governmental Affalrs ’
Comrmttees : ' : ; '

Administration Position to Date

_ The Administration strongly supported the fee reduction provisions of H.R. 1088, noting
that current fee collections are far in excess of the SEC’s budget, acting as'a burden on investors
and discouraging investment. The Administration opposed the bill’s pay parity provisions
because exempting individual agencies from government-wide personnel laws adversely affects -
the portability of Federal employees and fragments p'erSonnel systems.




Pay-As-You-Go Scoring

H.R. 1088 would affect receipts and direct spending; therefore it is subject to the
pay-as-you-go requirements of the Budget Enforcement Act. OMB staff estimate that the
reduction in fees would reduce revenues by $1.1 billion in FY 2002, $8.0 billion over FYs 2002-
2006, and $13.3 billion over FYs 2002-2011. (These amounts are net of estimated increased
corporate income tax collections, which are assumed to be 25 percent of the lost fee revenue.)
The revenue effects included in this estimate capture only the revenue lost by eliminating the
general revenue component of the fees. In fact, the fees credited to the Commerce, Justice, State
Appropriations Subcommittees would increase versus OMB's baseline estimates by $133 million
for FY 2002, $3.0 billion for FYs 2002-2006, and $6.1 billion for FYs 2002-2011. In scoring the
revenue effect of the legislation, these additional fees are not counted because their collection is
trlggered by subsequent appropriations action. :

Conclusion and Recommendations ‘

The Securities and Exchange Commission recommends approval of H.R. 1088 because it
will "provide meaningful securities fee relief to the nation’s investors, those seeking to raise
capital, and market participants, while assuring a full and stable long-term funding source" for
the SEC. The SEC states that the pay parity prov1s1ons if "approprlately funded," will help:

respond to the Commission’s "stafﬁng crisis" of recent years

We join the SEC in recommendlng approval of H.R. 1088 Wthh passed the House bya
vote of 404 22 and the Senate by unanimous consent

W. ? M/ @'
Mitchell E. Daniels, Jr.

Director

Enclosures




EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503

THE DIRECTOR January 7, 2002

- MEMORANDUM FOR THE PRESIDENT

SUBJECT:  Enrolled Bill H.R 1088 - Investor and Capital Markets. Fee Relief Act
Sponsors - Rep. Fossella (R) New York and 45 cosponsors

Last Day for Action

January 16, 2002 - Wednesday

Purpose

" Reduces the rates of fees charged by the Securities and Exchénge Commission (SEC) for
securities transactions,; and eliminates the general revenue component of such fees; also
establishes for employees of the SEC pay parity with other financial regulatory agencies.

Agency Recommendations

Office of Management and Budget -, Approval
Securities and Exchange Commission | Approval
Department of the Treasury ' ' No objection (Informally)
Office of Personnel Management ‘ No objection (Informally)

Discussion

Background. Section 3 1 of the Securities Act of 1933 (the Act) imposed fees on
transactions of exchange-traded securities at a rate equal to 1/500th of 1 percent of the aggregate

~amount of sales. These fees were all to be collected as general revenue. The rate was increased

in 1965 to 1/300th of 1 percent. Section 6(b) of the Act imposed fees on the registration of
securities at a rate equal to 1/100th of 1 percent of the offering price. These fees were also
collected as general revenue. This rate was increased in 1965 to-1/50th of 1 percent.

The 1983 Securities Exchange Act Amendments imposed fees on mergers, proxy -
solicitations, and other activities at a rate of 1/50th of 1 percent of the value of the securities

involved. These fees were also collected as general revenue. In several appropriations acts in the

1990s, the registration fee rate was increased to 1/29th of 1 percent and all fees collected in
excess of 1/50th of 1 percent were to be credited as offsetting collections for SEC appropriations.



The National Securmes Markets Improvement Act of 1996 (NSMIA) reduced the fees to
their current levels (specifics described below) in an effort, based on projections of securities
market activities that total fee collections would fall, to allow the SEC to collect only enough
fees to approximately equal the cost of running the SEC. (Due to surges in market activity in the
last few years, fee collections have risen much higher than‘expected.) Under NSMIA, fee rates
are scheduled to sharply decline in FY 2007. - :

Reduction in Fee Rates and Elimination of General Revenue Component. H.R. 1088
would reduce these three SEC-imposed fees and eliminate the portion of fee collections recorded
as general revenues. The enrolied bill would continue to allow fees collected in excess of
~ amounts needed to fund the SEC to offset discretionary spending under the jurisdiction of the
Commerce, Justice, State Appropriations Subcommittees. : >

: Transaction (Section 31) Fees. These fees are collected'when securities are sold. The
fees are intended to cover costs to the government of supervising and regulating securities
markets and participants. Currently, the fee is $33.33 per $1 million traded through national
securities exchanges (collected as general revenues), national securities associations (offsetting
collections), and brokers and dealers (general revenues) through FY 2006. After FY 2006, the
- rate is set to decrease to $12.50 per $1 million in transactions. H.R. 1088 would reduce the fee to .
$15 per $1 million in FY 2002. After FY 2002, the SEC would set one transaction fee rate for all
participants at the beginning of each fiscal year so that all transaction fees collected in that year
equal a specified amount, the target offsetting amount. All of the fees would be recorded as
offsetting collections. The enrolled bill would set these amounts as follows: $732 million for
FY2002; $849 million for FY 2003; $1,028 million for FY 2004; $1,220 million for FY 2005;
- $1,435 million for FY 2006; $881 million for FY 2007; $892 million for FY 2008; $1,023
million for FY 2009; $1,161 million for FY 2010; and $1,321 million for FY 2011. These fees
would equal approximately $12 per $1 million in transactions through FY 2006. After
FY 2006, they would equal approximately $7 per $1 million. A final adjustment in FY 2012 )
would occur to produce roughly the target amount for FY 2011 to be applied for transactions in~ =
all subsequent years. The SEC would be authorized to adjust the rates if the estimate of the
" aggregate dollar volume of sales for a particular fiscal year is "reasonably likely" to be 10 percent
(or more) greater or less than the actual volume. : .

Registration (6(b)) Fees. These fees are paid by companies at the time of filing a
registration for securities that are proposed to be offered (e.g., initial public offerings). The fees
are currently set at $239 per $1 million of the maximum aggregate price of the securities, and
will phase down to $200 per $1 million in FY 2006. After FY 2006, the fee is set to decrease to
$67 per $1 million. Fees in excess of $200 per $1 million are counted as offsetting collections,
and the remainder are collected as revenues. H.R. 1088 would set the fee at $92 per $1 miillion in
FY 2002. After FY 2002, the SEC would set one transaction fee for all participants at the
- beginning of each fiscal year so that all transaction fees collected in that fiscal year equal a
specified amount, the target offsetting amount. All of the fees would be recorded as offsetting
collections. The enrolled bill would set these amounts as follows: $337 million for FY 2002;
$435 million for FY 2003; $467 million for FY 2004; $570 million for FY 2005; $689 million
for FY 2006; $214 million for FY 2007; $234 million for FY 2008; $284 million for FY 2009;
$334 million for FY 2010; and $394 million for FY 201 1 with a final rate adJustment in
FY 2012 as with transaction fees above



Merger/Tender Fees. Currently, companies pay these fees at a rate equal to $200 per
$1 million of the value of securities proposed to be purchased as part of a merger at the time of

filing. The fees are collected as revenues. H.R. 1088 would set these fees at $92 per $1 million
in FY 2002. Thereafter, they would be-adjusted to rnatch the registration fee rate and they would

be recorded as offsetting collections.

Other fees. Under the enrolled bill, fees on security futures transactions and transactions

.on options on security futures (excluding narrow-based security indices) would be reduced from

$0.02 to $0.009 through FY 2006. They would be recorded as offsetting collections. After -
FY 2006, the fee would be further reduced to equal $0.0042 per transaction. In addition, the
$100 fee for quahﬁcatlon of certain indentures under the Trust Indenture Act of 1939 would be
ehn’nnated ‘ :

"Pay Parity" for SEC Emplovees. H.R. 1088 would authorize the SEC to'adjust the base -
rates of pay and other benefits for all of its employees to be comparable to the pay and benefits
provided by certain other financial regulatory agencies. The other agencies are the Federal

- Deposit Insurance Corporation, the National Credlt Union Administration, the Federal Housing

Finance Board, the Farm Credit Administration, and Treasury's Office of the Comptroller of the
Currency and Office of Thrift Supervision. Under current law, the SEC must follow the Civil
Service's General Schedule for pay while the other agencies cited above may individually
establish and adjust schedules of compensation and benefits. To implement the authority, the
SEC would have to develop an implementation plan and submit a report to the House Financial
Services and Government Reform Committees and the Senate Banking and Governmental - ’

- Affairs Committees on the plan, including: evidence and supporting documentation and budget

projections on costs and benefits resulting from the plan.. (Approval of the plan would not be
necessary before the SEC-could 1mplernent it.) :

Studies. H.R. 108_8-Wou1d require the SECto_ study\ the extent to which benefits of fee
reductions are passed along to investors and submit a report on such study to Congress within
two years of enactment. The enrolled bill would also require the General Accounting Office to

~ study the impact and consequences of converting the SEC to a self-funded organization and

submit a report on the study within 180.days of enactment to the House Financial Services and
Government Reform Committees and the Senate Bankln0 and Governmental Affairs
Commlttees

‘Administration Position to Date

The Administration strongly supported the fee reduction provisions of H.R. 1088, noting
that current fee collections are far in excess of the SEC’s budget, acting as a burden on investors
and discouraging investment. The Administration opposed the bill’s pay parity provisions
because exempting individual agencies from government-wide personnel laws adversely affects
the portability of Federal employees and fragments personnel systems.



Pay:=As-You-Go Scoring

~ H.R. 1088 would affect receipts and direct spending; therefore it is subject to the

- pay-as-you-go requirements of the Budget Enforcement Act. OMB staff estimate that the
reduction in fees would reduce revenues by $1.1 billion in FY 2002, $8.0 billion over FYs 2002-
2006, and $13.3 billion over FYs 2002-2011. (These a‘mounts are net of estimated increased
corporate income tax collections, which are assumed to be 25 percent of the lost fee revenue.)
The revenue effects included in this estimate capture only the revenue lost by eliminating the -
general revenue component of the fees. In fact, the fees credited to the Commerce, Justice, State
Appropriations Subcommittees would increase versus OMB's baseline estimates by $133 million
for FY.2002, $3.0 billion for FYs 2002-2006, and $6.1 billion for FY's 2002-2011. In scoring the
revenue effect of the legislation, these additional fees are not counted because their collection is
triggered by subsequent appropr1at1ons action.

Conclusion and Recommendations

" The Securities and Exchange Commission recommends approval of H.R. 1088 because it
will "provide meaningful securities fee relief to the nation’s investors, those seeking to raise
capital, and market participants, while assuring a full and stable long-term funding source" for
the SEC. The SEC states that the pay parity prov131ons if "appropriately funded," will help -

respond to the Comrmsswn’ "stafﬁng crisis' of recent years.

We join the SEC in recommendmg approval of H.R. 1088 Wthh passed the House by a
vote of 404-22 and the Senate by unanimous consent. :

Wf‘w(}

Mitchell E. Daniels, Jr.
Dlrector
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| ACTION  FYI | ACTION  FYI
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- REMARKS:

" PLEASE SEND REMARKS TO STAFF SECRETARY, EXT. 62702 FAX 62215, NO LATER THAN

4:00 PM TUESDAY, 1-8-02. THANK YOU.

RESPONSE:

Harriet E. Miers
Assistant to the President
and Staff Secretary -
Ext. 62702
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: - STATEMENT REGARDING H. R 1088—THE INVESTOR AND CAPITAL MARKETS
B Subj!ect FEE RELIEF ACT , ,
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REMARKS ' 3
PLEASE FORWARD YOUR COMMENTS TO STAFF SECRETARY X62702 NO LATER THAN »
9: 00 AM, TUESDAY JANUARY A15 2002 WITH A COPY TO JIM JUKES_ X53458 ‘ e

 'RESPONSE: _

Harriet E. Miers
- Assistant to the President
and Staff Secretary
Ext. 62702
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~ WHITE HOUSE STAFFING MEMORANDUM

. Date: 1-7:02 ACTION / CONCURRENGE / COMMENT DUE BY: 1-8-02, 4:00 PM

“Subject: H.R.1088, INVESTOR A_ND CAPITAL MARKETS FEE RELIEF ACT
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REMARKS:

PLEASE SEND REMARKS TO STAFF SECRETARY, EXT. 62702, FAX 62215, NO LATER THAN
. 4:00 PM TUESDAY, 1-8-02. THANK YOU.

RESPONSE:

Harriet E. Miers
Assistant to the President
and Staff Secretary
Ext. 62702



EXECUTIVE OFFICE OF THE .PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
. WASHINGTON, D.C. 20503

THE DIRECTOR N ‘ January 7, 2002

-~ MEMORANDUM FOR THELPRESIDENT ‘

SUBJECT: Enrolled Bill H R 1088 - Investor and. Capital Markets Fee Rehef Act
Sponsors Rep Fossella (R) New York and 45 cosponsors

¥

Last Day for Action

' January 1'6',;2002 - Wednesday

Purpose -

Reduces the rates of fees charged by the Securities and’Exchange Commission (SEC) for
securities transactions, and eliminates the general revenue componént of such fees; also
o estabhshes for employees of the SEC pay parlty w1th other ﬁnancral regulatory agencies.

Agency Recommendations

- Office of Management and Budget ) ‘ ‘ Approval o
Securities and Exchange Commission o ‘ Approval
Department of the Treasury ‘ B - No objection (Informally)
Office of Personnel Management , _ No objection (Informally) -
Discussion

Background Section 31 of the Securmes Act of 1933 (the Act) imposed fees on
 transactions of exchange-traded securities at a rate equal to 1/500th of 1 percent of the aggregate
. amount of sales. These fees were all to be collected as general revenue. The rate was increased
in 1965 to 1/300th of 1 percent. Section 6(b) of the Act imposed fees on the registration of

- securities at a rate equal to 1/100th of 1 percent of the offering price. These fees were also
collected as general revenue. This rate was increased in 1965 to 1/50th of 1 percent.

The 1983 Securities Exchange Act Amendments imposed fees on mergers, proxy
solicitations, and other activities at a rate of 1/50th of 1 percent of the value of the securities
involved. These fees were also collected as general revenue.. In several appropriations acts in'the -
1990s, the registration fee rate was mcreased to 1/29th of 1 percent and all fees collected in
excess of 1/50th of'1 percent were to-be credited as offsetting collections for SEC appropnatlons




The National Securities Markets Improvement Act of 1996 (NSMIA) reduced the fees to
their current levels (specifics described below) in an effort, based on projections of securities
market activities that total fee collections would fall, to allow the SEC to collect only enough
fees to approximately equal the cost of running the SEC. (Due to surges in market activity in the
last few years, fee collections have risen much higher-than expected.) Under NSMIA fee rates
are scheduled to sharply declme in FY 2007. -

Reduc‘uon in Fee Rates and Elimination of General Revenue Comp'onent. HR 1088'

- would reduce these three SEC-imposed fees and eliminate the portion of fee collections recorded

as general revenues. The enrolled bill would continue to allow fees collected in excess of
amounts needed to fund the SEC to offset discretionary spending under the Jurisdiction of the
Commerce, Justice, State Approprlatlons Subcommittees.

7 ransactionv(Section 31) Fees. These fees are collected when securities are sold. The
fees are intended to cover costs to the government of supervising and regulating securities
markets and participants. Currently, the fee is $33.33 per $1 million traded through national
securities exchanges (collected as general revenues), national securities associations (offsetting
collections), and brokers and dealers (general revenues) through FY 2006. After FY 2006, the
rate is set to decrease to $12.50 per $1 million in transactions. H.R. 1088 would reduce the fee to
$15 per $1 million in FY 2002. After FY 2002, the SEC would set one transaction fee rate for all
participants at the beginning of each fiscal year so that all transaction fees collected in that year
equal a specified amount, the target offsetting amount. All of the fees would be recorded as
offsetting collections. The enrolled bill would set these amounts as follows: $732 million for -
FY 2002; $849 million for FY 2003; $1,028 million for FY 2004; $1,220 million for FY 2005;
$1,435 million for FY 2006; $881 million for FY 2007; $892 million for FY 2008; $1,023
million for FY 2009; $1,161 million for FY 2010; and $1,321 million for FY 2011. These fees
would equal approximately $12 per $1 million in transactions through FY 2006. After
FY 2006, they would equal approximately $7 per $1 million. ‘A final adjustment in FY 2012
would occur to produce roughly the target amount for FY 2011 to be applied for transactions in
all subsequent years. The SEC would be authorized to adjust the rates if the estimate of the

aggregate dollar volume of sales for a particular fiscal year is "reasonably likely" to be 10 percent’

(or more) greater er less than the actual volume.

Registration (6(b)) Fees.  These fees are paid by companies at the time of filinga
registration for securities that are proposed to be offered (e.g., initial public offerings). The fees
are currently set at $239 per $1 million of the maximum aggregate price of the securities, and -
~ will phase down to $200 per $1 million in FY 2006. After FY 2006, the fee is set to decrease to
$67 per $1 million. Fees in excess of $200 per $1 million are counted as offsetting collections,
- and the remainder are collected as revenues. H.R. 1088 would set the fee at $92 per $1 million in
FY 2002. After FY 2002, the SEC would set one transaction fee for all participants at the -
beginning of each fiscal year so that all transaction fees collected in that fiscal year equal a
specified amount, the target offsetting amount. - All of the fees would be recorded as offsetting
collections. The enrolled bill would set these amounts as follows: $337 million for FY 2002;
$435 million for FY 2003; $467 million for FY 2004; $570 million for FY 2005; $689 million
for FY 2006; $214 million for FY 2007; $234 million for FY 2008; $284 million for FY 2009;
$334 million for FY 2010; and $394 million for FY 2011, w1th a final rate adjustment in
FY 2012 as with transactlon fees above.




" Merger/Tender Fees. Currently, companies pay these fees at a rate equal to $200 per
$1 million of the value of securities proposed to be purchased as part of a merger at the time of
filing. The fees are collected as.revenues. H.R. 1088 would set these fees at $92 per $1-million
in FY 2002. Thereafter, they would be adjusted to match the registration fee rate and they would
be recorded as offsetting collections. :

_ Other fees. Under the enro_lled bill, fees on security futures transactions and transactions
on options on security futures (excluding narrow-based security indices) would be reduced from

$0.02 to $0.009 through FY 2006. They would be recorded as offsetting collections. After

FY 2006, the fee would be further reduced to equal $0.0042 per transaction. In addition, the

$100 fee for quahﬁcat1on of certain 1ndentures under the Trust Indenture Act of 1939 would be

eliminated. ‘

‘ "Pay Parity" for SEC Employees. H.R. 1088 would authorize the SEC to adjust the base
rates of pay and other benefits for all of its employees to be comparable to the pay and benefits
provided by certain other financial regulatory agencies. The other agencies are the Federal
Deposit Insurance Corporation, the National Credit Union Administration, the Federal Housing
Finance Board, the Farm Credit Administration, and Tfeasury'vs.Ofﬁce of the Comptroller of the
Currency and Office of Thrift Supervision. Under current law, the SEC must follow the Civil
Service's General Schedule for pay while the other agencies cited above may individually
establish and adjust schedules of compensation and benefits. To implement the authority, the

“SEC would have to develop an implementation plan and submit a report to the House Financial
Services and Government Reform Committees and the Senate Banking and Governmental
Affairs Committees on the plan, including: evidence and supporting documentation and budget
projections on costs and benefits resulting from the plan. (Approval of the plan would not be '
necessary before the SEC could 1mplement it.)

Studies. H.R. 1088 would require the SEC to study the extent to which benefits of fee
reductions are passed along to investors and submit a report on such-study to Congress within
two years of enactment. The enrolled bill would also require the General Accounting Office to
study the impact and consequences of converting the SEC to a self-funded organization and
‘submit a report on the study within 180 days of enactment to the House Financial Services and
. Government Reform Committees and the Senate Bankmg and Governmental Affairs
- Committees.

Administration Position to Date

The Administration strongly supported the fee reduction provisions of H.R. 1088, noting
that current fee collections are far in excess of the SEC’s budget, acting as a burden on investors
~and discouraging investment. The Administration opposed the bill’s pay parity provisions
- because exempting individual agencies from government-wide personnel laws adversely affects
the portability of Federal employees and fragments personnel systems.




Pay- As You-Go’ Scormg :

H.R. 1088 Would affect receipts and dlrect spending; therefore it is subJect to the
pay-as-you-go requirements of the Budget Enforcement Act. OMB staff estimate that the -
reduction in fees would reduce revenues by $1.1 billion in FY 2002, $8.0 billion over FYs 2002-
2006, and $13.3 billion over FYs 2002-2011. (These amounts are net of estimated increased
corporate income tax collections, which are assumed to be 25 percent of the lost fee revenue. )
The revenue effects included in this estimate capture only the revenue lost by eliminating the
general revenue component of the fees. In fact, the fees credited to the Commerce, Justice, State
Appropriations Subcommittees would increase versus OMB's baseline estimates by $133 million
for FY 2002, $3.0 billion for FYs 2002-2006, and $6.1 billion for FYs 2002-2011. In scoring the

‘revenue effect of the legislation, these additional fees are not counted because their collection is
triggered by subsequent appropriations action. ’

Conc1us1on ‘and Recommendat1ons

‘The Securities and Exchange Commission recommends approval of H.R. 1088 because it
will "provide meaningful securities fee relief to the nation’s investors, those seeking to raise
capital, and market participants, while assuring a full and stable long-term funding source" for
‘the SEC. The SEC states that the pay parity prov151ons if "approprlately funded will help
respond to the Comrmssmn’ "staffing crisis" of recent years. -

We join the SEC in recommending approval of H.R. 1088 Wthh passed the House by a
vote of 404-22 and the Senate by unanimous consent.

Mitchell E. Daniels, Jr.
Director
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WHITE HOUSE STAFFING MEMORANDUM

e Date: 1-7-02 - ACTION / CONCURRENCE / COMMENT DUE BY: 1-8-02, 4:00 PM

Subject: H.R. 1088, INVESTOR AND CAPITAL MARKETS FEE RELIEF ACT

. ACTION FYI ~ ACTION  FYI.
VICE PRESIDENT N4 O  HUBBARD % ol
CARD W O  HUGHES O
BLAKEMAN O O  IRASTORZA O O
BOLTEN C ™ O  JOHNSON o o
caulo W O  UNDSEY = O

|coNNAUGHTON O O  MIERs o W
DANIELS o ¥ RICE o o
| FLeiscHER M O RIDGE O O
GERSON 0 O ROVE -

| conzaLEs '® O  SPELLNGS ¥ O
HAGIN 'O O  CLERK o
H’AWKINS 7 O | O O

| REMARKS:

PLEASE SEND REMARKS TO STAFF SECRETARY EXT. 62702, FAX 62215, NO LATER THAN
4:00 PM TUESDAY 1-8-02. THANKYOU.

RESPONSE:

~ ’ . , Harriet E. Miers
Assistant to the President
. and Staff Secretary
' Ext. 62702




EXECUTIVE OFFICE OF THE"P.RESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D:C. 20503

THE DIRECTOR o - o January 7, 2002 .

MEMORANDUM FOR THE PRESIDENT

SUBJECT:  Enrolled Bill H.R 1088 - Investor and Capital Markets Fee Relief Act
Sponsors - Rep. Fossella (R) New York and 45 cosponsors

Last Da\) for Actidn,
January 16‘,; 2002 - Wednesday

. Purpose

Reduces the rates of fees charged by the Securities and Exchange Commission (SEC) for
securities transactions, and eliminates the general revenue component of such fees; also
establishes for employees of the SEC pay parity with other financial regulatory agencies.

Agency Recommendations

Office of Management and Budget , - ~ Approval

Securities and Exchange Commission =+ =~ Approval

Department of the Treasury No objection (Informally)

Office of Personnel Management o » No objection (Informally)
Discussion

' Background. Section 31 of the Securities Act of 1933 (the Act) irhposed fees on

transactions of exchange-traded securities at a rate equal to 1/500th of 1 percent of the aggregate
amount of sales. These fees were all to be collected as general revenue. The rate was increased
in 1965 to 1/300th of 1 percent. Section 6(b) of the Act imposed fees on the registration of
securities at a rate equal to 1/100th of 1 percent of the offering price. These fees were also
collected as general revenue. This rate was increased in 1965 to 1/50th of 1 percent.

- The 1983 Securities Exchange Act Amendments 1mposed fees on mergers, proxy

, solicitations, and other activities at a rate of 1/50th of 1 percent of the value of the securities =
involved. These fees were also collected as general revenue. 'In several appropriations acts in the
1990s, the registration fee rate was increased to 1/29th of 1 percent and all fees collected in
excess of 1/50th bf 1 percent were to be credited as offsetting collections for SEC appropriations.




, The National Securities Markets Improvement Act of 1996 (N SMIA)brequced the fees to
their current levels (specifics described below) in an effort, based on projections of securities
market activities that total fee collections would fall, to allow the SEC to collect only enough
fees to approximately equal the cost of running the SEC. (Due to surges in market activity in the
last few years, fee collections have‘risen much higher than expected.) Under NSMIA, fee rates -

- are scheduled to sharply decline in FY 2007. -

Reduction in Fee Rates and Elimination of General Revenue Component. H.R. 1088

- would reduce these three SEC-imposed fees'and eliminate the portion of fee collections recorded
~ as general revenues. The enrolled bill would continue to allow fees collected in excess of -
~'amounts needed to fund the SEC to offset discretionary spending under the jurisdiction of the
Commerce, Justice, State Approprlatlons Subcomm1ttees

Transactzon V(Sectzon 31) F ees: These fees are collected when securities are sold. The

fees are intended to cover costs to the government of supervising and regulating securities =

- markets and participants. Currently, the fee is $33.33 per $1 million traded through national

~ securities exchanges:(collected as general revenues), national securities associations (offsetting

~collections), and brokers and dealers (general revenues) through FY 2006. After FY 2006, the
rate 1s set to decrease to $12.50 per $1 million in transactions. H.R. 1088 would reduce the fee to
$15 per $1 million in FY 2002. After FY 2002, the SEC would set one transaction fee rate for all
participants at the beginning of each fiscal year so that all transaction fees collected in that year
equal a specified amount, the target offsetting amount. All of the fees would be recorded as-
offsetting collections. The enrolled bill would set these amounts as follows: $732 million for
FY 2002; $849 million for FY 2003; $1,028 million for FY 2004; $1,220 million for FY 2005;
$1,435 million for FY 2006; $881 million for FY 2007; $892 million for FY 2008; $1,023
million for FY 2009; $1,161 million for FY 2010; and $1,321 million for FY 2011. These fees
would equal approximately $12 per $1 million in transactions through FY 2006. After _

FY 2006, they would equal approximately $7 per $1 million. A final adjustment in FY 2012
would oceur to produce roughly the target amount for FY 2011 to be applied for transactions in
all subsequent years. The SEC would be authorized to adjust the rates if the estrmate of the

- aggregate dollar volume of sales for a pamcular fiscal year is reasonably likely" to be 10 percent
(or more) oreater or less than the actual volume.

Regzstranon (6(2))) Fees. These fees are pald by companies at the time of ﬁhng a
registration for securities that are proposed to be offered (e.g., initial public offerings). The fees k
 are currently set at $239 per $1 million of the maximum aggregate price of the securities, and
will phase down to $200 per $1 million in FY 2006. After FY 2006, the fee is set to decrease to
$67 per $1 million. Fees in excess of $200 per $1 million are counted as offsetting collections,

- and the remainder are collected as revenues. H.R. 1088 would set the fee at $92 per $1 million in

FY 2002. After FY 2002, the SEC would set one transaction fee for all participants at the -
beginning of each fiscal year so that all transaction fees collected in that fiscal year equal a
specified amount, the target offsetting amount. All of the fees would be recorded as offsetting
collections. The enrolled bill would set these amounts as follows: $337 million for FY 2002;
$435 million for FY 2003; $467 million for FY 2004; $570 million for FY 2005; $689 million
for FY 2006; $214 million for FY 2007; $234 million for FY 2008; $284 million for FY 2009;
$334 million for FY 2010; and $394 million for FY 2011, with a final rate adJustment n

FY 2012 as with transaction fees above , ,




Merger/Tender Fees. Currently, companies pay these fees at a rate equal to $200 per
$1 million of the value of securities proposed to be purchased as part of a merger at the time of
ﬁhno The fees are collected as revenues. H.R. 1088 would set these fees at $92 per $1 million
in FY 2002. Thereafter, they would be adjusted to match the registration fee rate and they would
“be recorded as offsetting collectlons

Other fees. Under the enrolled bill, fees on security futures transactions and transactions
~ on options on security futures (excluding narrow-based security indices) would be reduced from
$0.02 to $0.009 through FY 2006. They would be recorded as offsetting collections. After

FY 2006, the fee would be further reduced to equal $0.0042 per transaction. In addition, the
$100 fee for qualification of certain indentures under the Trust Indenture Act of 1939 would be
eliminated. ' '

" "Pay Parity" for SEC Emplovees. H.R. 1088 would authorize the SEC to adjust the base -
rates of pay and other benefits for all of its employees to be comparable to the pay and benefits
provided by certain other financial regulatory agencies. The other agencies are the Federal
Deposit Insurance Corporation, the National Credit Union Administration, the Federal Housing
Finance Board, the Farm Credit Administration, and Treasury's Office of the Comptroller of the
Currency and Office of Thrift Supervision. Under current law, the SEC must follow the Civil
Service's General Schedule for pay while the other agencies cited above may individually
establish and adjust schedules of compensation and benefits. To implement the authority, the
SEC would have to develop an implementation plan and submit a report to the House Financial
Services and Government Reform Committees and the Senate Banking and Governmental
Affairs Committees on the plan, including: evidence and supporting documentation and budget

‘projections on costs and benefits resulting from the plan. (Approval of the plan would not be
necessary before the SEC could implement it.)

Studies. H.R. 1088 would require the SEC to study the extent to which benefits of fee -
reductions are passed along to investors and submit a report on such study to Congress within
- two years of enactment. The enrolled bill would also require the General Accounting Office to
study the impact and consequences of converting the SEC to a self-funded-organization and
submit a report on the study within 180 days of enactment to the House Financial Services and
Government Reform Committees and the Senate Banking and Governmental Affairs
Committees.

Administration Position to Date

The Administration strongly supported the fee reduction provisions of H.R. 1088, noting
that current fee collections are far in excess of the SEC’s budget, acting as a burden on investors
and discouraging investment. The Administration opposed the bill’s pay parity provisions
because exempting individual agencies from government-wide personnel laws adversely affects
the portability of Federal employees and fragments personnel systems.



Pay-As-You-Gd‘ Scoriné

H.R. 1088 would affect receipts and direct spending; therefore it is subject to the

_ pay-as-you-go requirements of the Budget Enforcement Act. OMB staff estimate that the

~ reduction in fees would reduce revenues by $1.1 billion in FY 2002, $8.0 billion over FYs 2002-
2006, and $13.3 billion over FYs 2002-2011. (These amounts are net of estimated increased
corporate Income tax collections, which are assumed to be 25 percent of the lost fee revenue.)
The revenue effects included in this estimate capture only the revenue lost by eliminating the
‘general revenue component of the fees. In fact, the fees credited to the Commerce, Justice, State
Appropriations Subcommittees would 1 mcrease versus OMB's baseline estimates by $133 million
for FY 2002, $3.0 billion for FYs 2002-2006, and $6.1 billion for FYs 2002-2011.- In scoring the
revenue effect of the legislation, these additional fees are not counted because their collectlon is
tr1ggered by subsequent appropr1at1ons action. »

Conclusion and Recommendations

~ The Securities and Exchange Commission recommends approval of H.R. 1088 because it
will "provide meaningful securities fee relief to the nation’s investors, those seeking to raise
capital, and market participants, while assuring a full and stable long-term funding source" for
“the SEC. The SEC states that the pay parity prov151ons if "approprlately funded," will help
respond to the Commission’s "staffing crisis" of recent years.

" We join the SEC i_n reéommending approval of HR. 1088, which passed the House by a
vote of 404-22 and the Senate by unanimous consent. ' ‘

M.E Bost (-

Mitchell E. Daniels, Jr.
Director - :
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AT THE FIRST SESSION

Begun and held'at the Clty of Washmgton on Wednesday,
the third day of January, two thousand and one /

An Act

To amend the Securities Exchange Act of 1934 to reduce fees collected by the
- Securities and Exchange Commxssxon, and for other purposes.

Be it enacted by the Senate and House of Representatives of
the United States of America in Congress assembled

SECTION 1. SHORT TITLE.

"This Act may be c1ted as the “Investor and Capxtal Markets
Fee Relief Act”.

SEC. 2. IMMEDIATE TRANSACTION FEE REDUCTIONS

Section 31 of the Securities Exchange Act of 1934 (15 U S.C.
78ee) is amended—

(1) by striking “Ys00 of one percent” each place it appears

" in subsections (b) and (d) and inserting “$15 per $1 000,000”;

(2) by striking “and security futures products each place
it appears in such subsections and inserting “security futures
products, and options on securities 1ndexes (excludmg a narrow-

~ based security index)”;

(3) in the first sentence of subsection (b), by stnkmg
except that” and all that follows through the end of such
sentence and inserting a period; '

(4) in paragraph (1) of subsection (d), by striking “, except =
that” and all that follows through the end of such paragraph

- and inserting a period;

(6) in subsectlon (e), by stnklng “$0.02” and msertmg _
“$0.009”; and :

(6) by adding at the end the following new subsection:
“(i) PRO RATA APPLICATION.—The rates per $1,000,000 required

by this section shall be applied pro rata to ‘amounts and balances
of less than $1,000,000.”. : :

' SEC. 3. REVISION OF SECURITIES TRANSACTION FEE PROVISIONS,

ADDITIONAL FEE REDUCTIONS.,:

" (a) POOLING AND ALLOCATION OF COLLECTIONS —Section 31
of the Securities Exchange Act of 1934 (15 U S. C 78ee) is further
amended—
( 1) in subsection (b)—
’ (A) by striking “Every” and 1nsert1ng “Subject to sub-
section (j), each”; and
(B) by stnkmg the last sentence; -
(2) by striking subsectlon (c); ,
- (8) in subsection (d)}—
(A) by striking paragraphs (2) and (3),
(B) by striking the following: -
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, “(d) OFF-EXCHANGE TRADES OF LAST-SALE REPORTED SECURI-
TIES.—
“(1) COVERED TRANSACTIONS.——Each national secuntles
_ " and inserting the following: ‘
“(c) OFF-EXCHANGE TRADES OF EXCHANGE REGISTERED AND
" LAST-SALE-REPORTED SECURITIES.—Subject to subsectlon (j), each
‘national securities”; :

©) by 1nsert1ng “registered on a national securities

_exchange or”  after “narrow-based secunty index))” (as
added by section 2(2)); and
(D) by striking “, excluding any sales for which a
fee is paid under subsection (c)”;
v (4) in subsection (e), by stnkmg ‘except that for fiscal
year 2007” and all that follows through the end of such sub-
section and inserting the following: “except that for fiscal year
2007 and each succeeding fiscal year ‘such- assessment shall
be equal to $0.0042 for each such transaction.”
o (5) in subsection (f), by striking “DATES FOR PAYMENT OF
“FEES.—The fees requlred” and inserting “DATES FOR PAY-

. MENTS.—The fees and assessments required”;

(6) by redesignating subsections (e) through () (as added
by section 2(5)) as subsections (d) through (h), respectively;

(7) by adding at the end the following new subsection:

- “(i) DEpOSIT OF FEES.—

“(1)-OFFSETTING COLLECTIONS.—Fees collected pursuant to
subsections (b), (¢), and (d) for any fiscal year—

e YA shall be deposited and credited as offsetting collec-

- tions to the account providing appropriations to the

Commission; and- :

~“4B) except as prov1ded in subsection (k), shall not

be collected for any fiscal year except to the extent provided

in advance in appropriation Acts.

: “(2) GENERAL REVENUES' PROHIBITED. —No fees collected
pursuant to subsections (b), (c), and (d) for fiscal year 2002
or any succeeding fiscal year shall be deposxted and credited
as general revenue of the Treasury.”. v
(b) ADDITIONAL REDUCTIONS OF FEES.—

(1) AMENDMENT.—Section 31 of the Securities Exchange )
Act of 1934 (15 U.S.C. 78ee) is further amended by adding
after subsection (i) (as added by subsection (a)(7)) the following

. new subsections:

“(j) RECAPTURE OF PROJEC'I‘ION WINDFALLS FOR FURTHER RATE

" REDUCTIONS.— - :
(1) ANNUAL ADJUS’I‘MENT —For each of the fiscal years
2003 through 2011, the Commission shall by order adjust each -
of the rates apphcable under subsections (h) and (c) for such
fiscal year to a uniform adjusted rate that, when applied to
the baseline estimate of the aggregate dollar amount of sales
for such fiscal year, is reasonably likely to produce aggregate
fee collections under this section (including assessments col-
lected under subsection (d)) that are equal to the target offset-
ting collection amount for such fiscal year.

“(2) MID-YEAR ADJUSTMENT.—For each of the fiscal years .
2002 through 2011, the Commission shall determine, by March
1 of such tg scal year, whether, based on' the actual aggregate
dcllar volume of sales during the first 5 months of such fiscal
year, the baseline estimate of the aggregate dollar volume
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: of sales used under paragraph (1) for such fiscal year (or
- $48,800,000,000,000 in the case of fiscal year 2002) is reason-
ably llkely to be 10 percent (or more) greater or less than
‘the actual aggregate dollar volume of sales for such fiscal -
“year. If the Commission so determines, the Commission shall
by order, no later than such March 1, adjust each of the
rates applicable under -subsections (b) and (c) for such fiscal
year to a uniform adjusted rate that, when applied to the
revised estimate of the a%gregate- dollar amount of sales for
the remainder of such fiscal year, is reasonably likely to produce
aggregate fee collections under this section (including fees col-
lected during such 5-month period and assessments collected
. under subsection (d)) that are equal to the target offsetting .
- “collection amount for such fiscal year. In making such revised
estimate, the Commission shall, after consultation with the
Congressional Budget Office and the Office of Management

?lr)x(d )Budget use the same methodology required by subsectlon
2 N
“8) FINAL RATE ADJUSTMENT.—For fiscal year 2012 and
all of the succeeding fiscal years, the Commission shall by
.order adjust each of the rates applicable under subsections

(b) and (c) for all of such fiscal years to-a uniform adjusted -

" rate that, when applied to the baseline estimate of the aggre-

- gate dollar amount of sales for fiscal year 2012, is reasonably-

likely to produce aggregate fee collections under this section

in fiscal year 2012 (including assessments collected under sub-
section (d)) equal to the target offsetting collection amount
for fiscal year 2011. -

“4) REVIEW AND EFFECTIVE DATE. —In exercising its
authority under this subsection, the Commission shall not be
required to comply with the provisions of section 553 of- title
5, United States Code. An adjusted rate prescribed under para-
graph (1), (2), or (3) and published under subsection (g) shall
not be subJect to judicial review. Subject to subsections (i)(1)(B)
and (k)}—

“(A) an adjusted rate prescrlbed under paragraph 1) .
shall take effect on the later of—

e “(i) the first day of the fiscal year to which such

rate applies; or
‘ “(ii) thirty days after the date on which a regular
: appropnatlon to the Commlssmn for: such ﬁscal year
is enacted;
“B) an adJusted rate prescmbed under paragraph (2)
“ghall take effect on April 1 of the fiscal year to which
such rate applies; and .
: “(C) an adjusted rate prescribed under paragraph 3
_ shall take effect on the later of— _
“(i) the first day of fiscal year 2012; or .
“(ii) thirty days after the date on which a regular
appropriation to the Comm1ss1on for ﬁscal year 2012
is enacted.

“(k) LAPSE OF APPROPRIATION.—If on the first day of a fiscal
year a regular appropriation- to the Commission has not been
~ enacted, the Commission shall continue to collect (as offsetting
col]ectlons) the fees and assessments under subsections (b), (c),
and (d) at the rate in effect during the preceding fiscal year,
~ until 30 days after the date such a regular appropmatlon is enacted.
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“(1) DEFINITIONS.—For purposes of this section:

“(1) TARGET OFFSETTING COLLECTION AMOUNT.—The target
offsetting collection amount for each of the fiscal years 2002
through 2011 is determined according to the following table:

: Target offsettmg

“Fiscal year: ) ’ ] collection amount
2002 .......... rerreeesenssrayes ereeeresesneresirasassanes sebenseeseneseneaniis v $732 000,000
2003 ....ooreerriiineerereseieeeriesnnne . reestenieaeaaeanesaeats s $839 800 080
2004 .... ereeieeereseenseseresesrete st eesteseseeareeesresnaeiienessnransasaen 1,028,000,000
2005 ...occoivrrvrennnne deesrsennnierresesaternasaienateneaiabanen eenieseiarenniereessnanen il ,220,000, 000
2008 .iooviiicnreniionneisessinesinesiessiessiens bivesssasessesseneanass eeresecssianen 1 435 000, 000
2007 oeieiirveesrsseene st set i ss e s s e ssntas e st e sesaa v n e aesensasaian $881 000, :000
2008 . $892 000, 000
2009 .. . 21 ,023,000, 1000
<2010 .. . 1,161,000,000
2011 ...... .. $1,321,000,000

“(2) BASELINE ESTIMATE OF THE AGGREGATE DOLLAR
AMOUNT OF SALES.—The baseline estlmate of the aggregate
dollar amount of sales for any fiscal year is the baseline esti--
mate of the aggregate dollar amount of sales of securities
(other than bonds, debentures, other evidences of indebtedness,
security futures products and options on_securities indexes

- {excluding a narrow-based security index)) to be transacted
on each national securities exchange and by or through any
member of each national securities association (otherwise than
on a national securities exchange) during such fiscal year as
determined by the Commission, after consultation with the -

- Congressional Budget Office and the Office of Management
and Budget, using the methodology required for making projec-
tions pursuant to section 257 of the Balanced Budget and
Emergency Deficit Control Act of 1985.”.

(2) CONFORMING AMENDMENT.—Section 31(g) of such Act
(as redesignated by subsection (a)(6) of this section) is amended
by inserting before the period at the end the following: “not
later than April 30 of the fiscal year preceding the fiscal year

- to which such rate applies, together with any estimates or
projections on which sucg fees are based”.

SEC. 4. REDUCTION OF REGISTRATION FEES.

* Section 6(b) of the Securities Act of 1933 (15 U.S.C. 77f(b)) -
‘is amended by striking paragraphs (2) through (5) and msertmg
the following:

© “(2) FEE PAYMENT REQUIRED.—At the time of filing a reg--
istration statement, the applicant shall pay to the Commission
a fee at a rate that shall be equal to $92 per $1,000,000
of the maximum aggregate price at which such securities are

" proposed to be offered, except that during fiscal year 2003

and any succeeding fiscal year such fee shall be adjusted pursu-

~ ant to paragraph (5) or (6).

“(8) OFFSETTING COLLECTIONS. —Fees collected pursuant to -

this subsection for any fiscal year—

“(A) shall be deposited and credited as offsetting collec-

tions to the account prov1d1ng appropriations to the -
Commission; and

“B) except as prov1ded in paragraph (9) shall not
be collected for any fiscal year except to the extent prov1ded -
in advance in appropmatlon Acts. .
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“(4) GENERAL REVENUES PROHIBITED.—No fees collected
pursuant to this subsection for fiscal year 2002 or any suc-
ceeding fiscal year shall be deposited and credited as general
revenue of the Treasury. . ‘ o o

- “(5). ANNUAL ADJUSTMENT.—For each of the fiscal years
2003 through 2011, the Commission shall by order adjust the
rate required by paragraph (2) for such fiscal year to a rate
that, when ‘applied to the baseline estimate of the aggregate
maximum offering prices for such fiscal year, is reasonably
likely to produce aggregate fee collections under this subsection

that are equal to the target offsetting collection. amount for

such fiscal year. S :
v “(6) FINAL RATE ADJUSTMENT.—For fiscal year 2012 and
“all of the succeeding fiscal years, the Commission shall by
order adjust the rate required by paragraph (2) for all of such
fiscal years to a rate that, when applied to the baseline estimate
- of the aggregate maximum offering prices for fiscal year 2012,
is reasonably likely to produce aggregate fee collections under
this subsection in fiscal year 2012 equal to the target offsetting
collection amount for fiscal year 2011, o
“(7) PRO RATA APPLICATION.—The rates per $1,000,000 -
. required by this subsection shall be applied pro rata to amounts
and balances of less than $1,000,000. . :
“(8) REVIEW AND EFFECTIVE DATE.—In exercising its
. authority under this subsection, the Commission shall not be -
required to comply with the provisions of section 553 of title
5, United States Code. An adjusted rate prescribed under para-
graph (5) or (6) and published under paragraph (10) shall
not be subject to judicial review. Subject to paragraphs (3)(B)
and (9)— ‘ : .
- “(A) an adjusted rate prescribed under paragraph (5)
shall take effect on the later of— ,
“(i) the first day of the fiscal year to which such
. rate applies; or '
.. “(ii) five days after the date on which a regular -
appropriation to the Commission for such fiscal year
is enacted; and ' , ,
“(B) an adjusted rate prescribed under paragraph (6)
shall take effect on the later of— :
“(1) the first day of fiscal year 2012; or
“(ii) five days after the date on which a regular
appropriation to the Commission for fiscal year 2012
is enacted. ‘ '
“(9) LAPSE OF APPROPRIATION.—If on the first day of a

- fiscal year a regular appropriation to the Commission has not

been enacted, the Commission shall continue to collect fees .
(as offsetting collections) under this subsection at the rate
in effect during the preceding fiscal year, until 5 days after
the date such a regular appropriation is enacted. '

“(10) PUBLICATION.—The Commission shall publish in the -

Federal Register notices of the rate applicable under this sub-:
section and under sections 13(e) and 14(g) for each fiscal year
not later than April 30 of the fiscal year preceding the fiscal
year to which such rate applies, together with any estimates
or projections on which such rate is based.

“(11) DEFINITIONS.—For purposes of this subsection:
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| “(A) TARGET OFFSETTING COLLECTION AMOUNT.—The
“target offsetting collection amount for each of the fiscal
years 2002 through 2011 is determined according to the

following table: ,

: o . Target offsetting
"“Fiscal year: collection amount
2002 $377,000,000
2003 $435,000,000
2004 ... $467,000,000
2005 ... $570,000,000

2006 ... $689,000,000
2007 ... $214,000,000
2008 ... $234,000,000
2009 ... $284,000,000
2010 $334,000,000
$394,000,000

“(B) BASELINE ESTIMATE OF THE AGGREGATE MAXIMUM
OFFERING PRICES.—The baseline estimate of the aggregate
maximum offering prices for any fiscal year is the baseline
estimate of the aggregate maximum offering price at which
securities are proposed to be offered pursuant to registra-
tion statements filed with the Commission during such
fiscal year as determined by the Commission, after con-

- sultation with the Congressional Budget Office and the
Office of Management and Budget, using the methodology
required for projections pursuant to section 257 of the
Balanced Budget and Emergency Deficit Control Act of
1985.”. ‘

SEC. 5. FEES FOR STOCK REPURCHASE STATEMENTS,

Section 13(e) of the Securities Exchange Act of 1934 (15 U.S.C.
78m(e)) is amended— S

(1) in paragraph (3), by striking “a fee of Y50 of 1 per
centum of the value of securities proposed to be purchased”

-and inserting “a fee at a rate that, subject to paragraphs
(5) and (6), is equal to $92 per $1,000,000 of the value of
securities proposed to be purchased”; - L ,

(2) by inserting after paragraph (38) the following new para-
graphs:

.. ‘(4) OFFSETTING COLLECTIONS.—Fees collected pursuant to
this subsection for any fiscal year shall be deposited and cred-
ited as offsetting collections to the account providing appropria-
tions to the Commission, and, except as provided in paragraph
(9), shall not be collected for any fiscal year  except to the
extent provided in advance in appropriation Acts. No fees col-
lected pursuant to this subsection for fiscal year 2002 or any
succeeding fiscal year shall be deposited and credited as general
revenue of the Treasury. :

“(5) ANNUAL ADJUSTMENT.—For each of the fiscal years
2003 through 2011, the Commission shall by order adjust the

- rate required by paragraph (3) for such fiscal year to a rate
that is equal to the rate (expressed in dollars per million)
that is applicable under section 6(b) of the Securities Act of
1933 for such fiscal year.

-“(6). FINAL RATE ADJUSTMENT.—For fiscal ‘year 2012 and
all of the succeeding fiscal years, the Commission shall by
order adjust the rate required by paragraph (3) for all of such
fiscal years to a rate that is equal to the rate (expressed
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in dollars per million) that is applicable under section 6(b)
of the Securities Act of 1933 for all of such fiscal years. .

“(7) PRO RATA APPLICATION.—The rates per $1,000,000
required by this subsection shall be applied pro rata to amounts
and balances of less than $1,000,000.

“8) REVIEW AND EFFECTIVE DATE.—In exercising its
authority under this subsection, the Commission shall not be
required to comply with the provisions of section 553 of title
5, United States Code. An adjusted rate prescribed under para-
graph (6) or (6) and published under paragraph (10) shall
not be subject: to judicial review. Subject to paragraphs (4)
and 9)—

“(A) an adjusted rate prescribed under paragraph (5)

shall take effect on the later of— ,

“(i) the first day of the ﬁscal year to which such
" rate applies; or

“(ii) five days after the date on which a regular
appropriation to the Commlssmn for such fiscal year -
is enacted; and
“B) an ad_]usted rate prescribed under paragraph (6)

shall take effect on the later of — -

“(i) the first day of fiscal year 20 12; or

“@i) five days after the date on which a regular
appropriation to the Commission for fiscal year 2012
is enacted.

“(9) LAPSE OF APPROPRIATION.—If on the first day of a
fiscal year a regular appropriation to the Commission has not
been enacted, the Commission shall continue to collect fees
(as offsettmg collections) under this subsection at the rate
in effect during the preceding fiscal year, until 5 days after
the date such a regular appropriation is enacted.

“(10) PUBLICATION.—The rate applicable under this sub-
section for each fiscal year is pubhshed pursuant to section
6(b)(10) of the Securities Act of 1933.” ‘

SEC.- 6. FEES FOR PROXY SOLICITATIONS AND STATEMENTS IN COR-
PORATE CONTROL TRANSACTIONS.

Section 14(g) of the Securities Exchange Act of 1934 (15 U.S.C.
78n(g)) is amended—

(1) in paragraphs (1) and (3), by strlkmg ‘a fee of 1/50
of 1 per centum of” each place it appears and inserting “
fee at a rate that, subject to paragraphs (5) and (6), is equal
to $92 per $1,000 000 of”;

(2) by rede51gnat1ng paragraph (4) as paragraph (11); and

(}:13) by inserting after paragraph (3) the following new para-

graphs::

“(4) OFFSE'I‘TING COLLECTIONS.—Fees collected pursuant to
this subsection for any fiscal year shall be deposited and cred-
ited as offsetting collections to the account providing appropria-
tions to the Commission, and, except as provided in paragraph
(9), shall not be collected for any fiscal year except to the
extent provided in advance in appropriation Acts. No fees col-
lected pursuant to this subsection for fiscal year 2002 or any
succeeding fiscal year shall be deposited and credited as general
revenue of the Treasury. -

. “(5) ANNUAL ADJUSTMENT.—For each of the fiscal years
2003 through 2011, the Commission shall by order adjust each
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of the rates required by paragraphs (1) and (3) for such fiscal

- year to a rate that is equal to the rate (expressed in dollars
per million) that is applicable under section 6(b) of the Securi-
ties Act of 1933 for such fiscal year..

“(6) FINAL RATE. ADJUSTMENT.—For fiscal year 2012 and -
all of the succeeding fiscal years, the Commission shall by

- order adjust each of the rates required by paragraphs (1) and -
(8) for all of such fiscal years to a rate that is equal to the
rate (expressed in dollars per million) that is applicable under
section 6(b) of the Securities Act of 1933 for all of such fiscal
years. -

“7) PRO RATA APPLICATION.—The rates per $1,000, 000 _

“required by this subsection shall be applied pro rata to amounts
and balances of less than $1,000,000.

, “8) REVIEW AND EFFECTIVE DATE.—In ‘exercising its
authority under this subsection, the Commission shall not be
required to comply with the provisions of section 553 of title
5, United States Code. An adjusted rate prescribed under para-
graph (5) or (6) and pubhshed under paragraph (10) shall
not be subject to judicial review. Subject to paragraphs (4)
-and-(9)— k

“(A) an adjusted rate prescribed under paragraph (5)
shall take effect on the later of— :
“(i) the first day. of the fiscal year to which suchr
_ rate applies; or
.. ii) five days after the date on which a regular
- appropriation to the Commission for such fiscal year
is enacted; and
“B) an adJusted rate prescnbed under paragraph 6)
~ shall take effect on the later of—
- “(1) the first day of fiscal year 2012; or
“Gi) five days after the date on which a regular
appropnatlon to the Commission for fiscal year 2012 -
is enacted. -

“(9) LAPSE OF. APPROPRIATION.—If on the first day of a
fiscal year a regular appropriation to the Commission has not
been enacted, the Commission shall continue to collect fees
(as offsetting collections) under this subsection at the rate
in effect during the preceding fiscal year, until 5 days after
the date such a regular appropriation is enacted.

“(10) PUBLICATION.—The rate applicable under this sub-
section for each fiscal year is published pursuant to section
6(b)(10) of the Securities Act of 1933 ”, -

~ SEC. 7. TRUST INDENTURE ACT FEE.

Section 307(b) of the Trust Indenture Act of 1939 (15 U.S.C.
77ggg(b)) is amended by striking “Commission, but, in the case”
and all that follows and inserting “Commission.”.

. SEC. 8. COMPARABILITY PROVISIONS. ' BN

(a) COMMISSION DEMONSTRATION PROJECT.—Subpart C of part
III of title 5, United States Code, is amended by adding at the
end the followmg . k ,
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“CHAPTER 48—AGENCY PERSONNEL DEMONSTRATION
PROJECT

- “Bec. »

“4801. Nonapphcablhty of chapter 47 v

1“4802. Securities and Exchange Commission.

“§4801. Nonapplicability of chapter 47
“Chapter 47 shall not apply to this chapter.-

“§ 4802. Securities and Exchange Commission

“(a) In this section, the term ‘Comm1ss1on means the Securities
- -and Exchange Commission.
“(b) The Commission may appoint and fix the compensatlon

of such officers, attorneys, economists, examiners, and other

employees a§ may be necessary for carrying out its functions under

.. the securities laws as defined under section 3 of the Securities

-Exchange Act of 1934 (15 U.S.C. 78c).

“(c) Rates of basic pay for all employees of the Commlssmn
may be set and adjusted by the Commission without regard to
the provisions of chapter 51 or subchapter I1I of chapter 53.

“(d) The Commission may provide additional compensation and
benefits to employees of the Commission if the same type of com-
pensation or benefits are then being provided by any agency referred
to under section 1206 of the Financial Institutions Reform,
Recovery, and Enforcement Act of 1989 (12 U.S.C. 1833b) or, if
not then being provided, could be provided by such an agency
under applicable provisions of law, rule, or regulation. In setting
and adjusting the total amount of compensation and benefits for
employees, the Commission shall consult with, and seek to maintain

comparability with, the agencies referred to under section 1206 -

-of the Financial Institutions Reform, Recovery, and Enforcement
Act of 1989 (12 U.S.C. 1833b).

“(e) The Commission shall consult w1th the Ofﬁce of Personnel .

Management in the implementation of this section. -
' “(f) This section shall be admlmstered consistent w1th merit
system principles.”.

(b) EMPLOYEES REPRESENTED BY LABOR ORGANIZATIONS —To
the extent that any employee of the Securities and Exchange

" Commission is represented by a labor organization with -exclusive

recognition in accordance with chapter 71 of title 5, United States
Code, no reduction in base pay of such employee shall be made
by reason of enactment of this section (including the amendments
- made by this section).

(c) IMPLEMENTATION PLAN AND REPORT —

(1) IMPLEMENTATION PLAN.—

; (A) IN GENERAL.—The Secuntles and . Exchange
Commission shall develop a plan to implement section 4802
of title 5; United States Code, as added by this section.

(B) INCLUSION IN ANNUAL PERFORMANCE PLAN AND
REPORT.—The Securities and Exchange Commission shall
include—

' (i) the plan developed under this paragraph in

“the annual program performance plan submitted under

section 1115 of title 31, United States Code; and
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(ii) the effects of implementing the plan developed
under this paragraph in the annual program perform-
ance report submitted under section 1116 of title 31,
United States Code. v v :
(2) IMPLEMENTATION REPORT.— :

(A) IN GENERAL.—Before 1mplement1ng the plan devel-
“oped under paragraph (1), the Securities and Exchange
Commission shall submit a report to the Committee on -
Governmental Affairs and the Committee on Banking,
‘Housing, and Urban Affairs of the Senate, the: Committee
‘on Government Reform and the Committee on Financial
Services of the House of Representatives, and the Office
of Personnel Management on the details of the plan.

(B) CONTENT.—The report under this paragraph shall
include—

(i) evidence and supportmg documentatxon justi-
fying the plan; and.

(ii) budgeting projections on costs and benefits
resulting from the plan.

(d) TECHNICAL AND CONFORMING AMENDMENTS.—
(1) AMENDMENTS TO TITLE 5, UNITED STATES CODE.—
(A) The table of chapters for part III of title 5, United
States Code, is amended by addlng at the end of subpart
C the following:

“48. Agency Personnel Demonstration Project 4801.”.
- (B) Section 3132(a)(1) of title 5, United States Code
is amended— - .
(i) in subparagraph (C), by striking “or” after the
semicolon;

(ii) in subparagraph (D), by 1nsert1ng ‘or” after
the semicolon; and

(iii) by addlng at the end the following:
.~ “(E) the Securities and Exchange Commission;”. :
(C) Section 5373(a) of title 5, United States Code, is

amended—

(1) in paragraph (2) by striking “o¥” ' after the semi-
colon,

(ii) 1n paragraph (3), by striking the period and -

_ inserting * or”; and
: (iii) by addmg at the end the followmg

“(4) section 4802.”,

(2) AMENDMENT TO SECURITIES EXCHANGE ACT OF 1934.—
Section 4(b) of the Securities Exchange Act of 1934 (15 U.S.C.’
78d(b)) is amended by striking paragraphs (1) and (2) and
inserting the following:. -

~ (1) APPOINTMENT AND COMPENSATION, —The Commission
shall appomt and compensate ofﬁcers attorneys, economists,
examiners, and other employees in “accordance with section

. 4802 of title 5, United States Code.

-42) REPORTING OF INFORMATION.—In estabhshmg and
adJustlng schedules of compensation and benefits for officers, -
attorneys, economists, examiners, and other employees of the
Commission under applicable provisions of law, the Commission
shall inform the heads of the agencies referred to under section
1206 of the Financial Institutions Reform, Recovery, and
Enforcement Act of 1989 (12 US C. 1833b) and Congress of
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such compensatlon and benefits and shall seek to maintain
comparabxhty with such agencies regarding compensation and
benefits.”.
- (3) AMENDMENT TO FIRREA OF 1989.—Section 1206 of the
- Financial Institutions Reform, Recovery, and Enforcement Act
of 1989 (12 U.S.C. 1833b) is amended by striking “the Thrift
Depositor Protection Over51ght Board of the Resolutlon Trust
Corporation”,

k SEC 9. STUDY OF THE EFFECT OF FEE REDUCTIONS

(a) STUDY.—The Office of Economic Analysis of the Secuntles
and Exchange Commission (hereinafter referred to as the “Office”)
shall conduct a study of the extent to which the benefits of reduc-
~ tions in fees effected as a result of thlS Act are passed on- to :
investors.-

(b) FACTORS FOR CONSIDERATION —In conductmg the study
under subsection (a), the Office shall— -

(1) consider the various elements of the securities mdustry
directly and indirectly benefiting from .the fee reductions,
including purchasers and sellers of securities, members of
national securities. exchanges, issuers, broker-dealers under- . -
writers, participants in investment compames retlrement pro- -
grams, and others;

_(2) consider the 1mpact on dlfferent types of investors,
such as individual equity holders, individual investment com-
pany shareholders, businesses, and other types of 1nvestors,

(8) include in the interpretation of the term “investor” -
shareholders of entities subject to the fee reductions; and -

. (4) consider the economic benefits to investors ﬂowmg from
the fee reductions to include such factors as market efficiency,
expansion of investment opportunities, and enhanced 11qu1d1ty
and capital formation.

(c) REPORT TO CONGRESS.—Not later than 2 years after the
date of the enactment of this Act, the Securities and Exchange
Commission shall submit to the Congress the report prepared by
%h)e Office on the findings of the study conducted under subsection
a
SEC. 10. STUDY OF CONVERSION TO SELF FUNDING

 (a) GAO STUDY REQUIRED.—The Comptroller General. shall con-
duct a study of the impact, implications, and consequences of con-
verting the Securities' and Exchange Commission to a self-funded

_basis. Such study shall include analysis of the following issues:

(1) SEC OPERATIONS.—The impact of such conversion on

~-the Commission’s operations, mcludmg staff quality, recruit-
ment, and retention.

(2) ‘CONGRESSIONAL OVERSIGHT —The implications - for

~_ congressional oversight of the Commission, including whether

~imposing annual expenditure limitations would be beneficial
to such oversight.

. - (3) FEEs. —The likely consequences of the conversion on
the rates, collection procedures, and predictability of fees col-
lected by the Commission. -

- (4) APPROPRIATIONS.—The methods by which the convérsion
may be accomplished without reducing the availability of offset-
ting collections for appropriations.

(5) OTHER MATTERS.—Such other impacts, implications, and

- consequences as the Comptroller General may consider relevant
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to congressional consideration of the ‘question of such conver-

sion.

(b) SUBMISSION OF REPORT. —The Comptroller General shall
submit to the Committees on Financial Services and Government
Reform of the House of Representatives and the Committees on
Banking, Housing, and Urban Affairs and Governmental Affairs
of the Senate a report on the study required by subsection (a)
no later than 180 days after the date of the enactment of this
Act.

(c) DEFINITION.—For the purposes of this section, the term
“self-funded basis” means that—

(1) an agency is authorized to deposit the receipts of its
collections in the Treasury of the United States, or in a deposi-
tory institution, but such deposits are not treated as Govern-
ment funds or appropriated monies, and are available for the
salaries and other expenses of the Commission and its
employees without annual appropriation or apportionment; and

(2) the agency is authorized to employ and fix the salaries
and.other compensation of its officers and employees, and such

salaries and other compensation are paid without regard to

the provisions of other laws apphcable to officers-and employees
of the United States.

SEC. 11 EFFECTIVE DATES.

" (a) IN GENERAL.—Except as provided in subsections (b) and
(c), the amendments made by this Act shall take effect on October
1, 2001.

ments made by section 2 shall take effect on the later of—
(1) the first day of fiscal year 2002; or- '
- (2) thirty days after the date on which a regular appropria-
tion to the Commission for such fiscal year is enacted.
(c) ADDITIONAL EXCEPTIONS.—The authorities provided by sec-
- tion 6(b)(9) of the Securities Act of 1933 and sections 13(e)(9),
14(g)(9), and 31(k) of the Securities Exchange Act of 1934, as
so designated by this Act, shall not apply until October 1, 2002.

Speaker of the House of Representatives.

Vice Preszdent of the Unzted States and ,
Preszdent of the Senate.

(b) IMMEDIATE TRANSACTION FEE REDUCTIONS —The amend-



'EXECUTIVE OFFICE OF THE PRESIDENT
'OFFICE OF MANAGEMENT AND BUDGET

.WASHINGTON, ' D.C. 20503

THE DIRECTOR -~ » January 7, 2002

MEMORANDUM FOR THE PRESIDENT

SUBJECT: | Enrolled Bill H.R 1088 - Investor and Capital Markets Fee Relief Act
Sponsors - Rep. F ossella (R) New York and 45 cosponsors

Last Day for Action

| anuary 16, 2002 - Wednesday i |
| ) Reduces the /rétes of fees c;harged by the Sec_ufitiés and E;(change Commission (SEC) forv
securities transactions, and eliminates the general revenue component of such fees; also.

establishes for employees of the SEC pay parity with other financial regulatory agencies.

Agency Recommendations

- Office of Management and Budget - . Approval
Securities and Exchange Commission » " ; ., Approval

~ Department of the Treasury - No objection (Informally) -
Office of Personnel Management e . No objection (Informally) -

Discussion

Background Sectlon 31 of the Securities Act of 1933 (the Act) imposed fees on
transactions of exchange-traded securities at a rate equal to 1/500th of 1 percent of the aggregate
amount of sales. These fees were all to be collected as general revenue. The rate was increased
in 1965 to 1/300th of 1 percent. Section 6(b) of the Act imposed fees on the registration of
securities at a rate equal to 1/100th of 1 percent of the offering price. These fees were also
collected as general revenue. This rate was increased in 1965 to 1/50th of 1 percent.

- The 1983 Securities Exchange Act Amendments imposed fees on mergers, proxy
“solicitations, and other activities at a rate of 1/50th of 1 percent of the value of the securities
involved. These fees were also collected as general revenue. In several appropriations acts in the
1990s, the registration fee rate was increased to 1/29th of 1 percent and all fees collected in
. excess of 1/50th of 1 percent were to be credlted as offsettmg collectlons for SEC appropriations.



The National Securities Markets Improvement Act of 1996 (NSMIA) reduced the fees to
 their current levels (specifics described below) in an effort, based on projections of securities

- market activities that total fee collections would fall, to allow the SEC to collect only enough
fees to approximately equal the cost of running the SEC. (Due to surges in market activity in the
last few years, fee collections have risen much higher than expected ) Under NSMIA, fee rates
are scheduled to sharply decline in FY 2007. :

Reduction in Fee Rates and Elimination of General Revenue Component. H.R. 1088 _
would reduce these three SEC-imposed fees and eliminate the portion of fee collections recorded
as general revenues. The enrolled bill would continue to allow fees collected in excess of
amounts needed to fund the SEC to offset discretionary spending under the jurisdiction of the
Commerce, Justice, State Approprlatlons Subcommlttees

: _T ransaction (Section 31 Fees. These fees are eollected when securities are sold. The
fees are intended to cover costs to the government of supervising and regulating securities
markets and participants. Currently, the fee is $33.33 per $1 million traded through national
securities exchanges (collected as general revenues), national securities associations (offsetting
collections), and brokers and dealers (general revenues) through FY 2006. After FY 2006, the
rate is set to decrease to $12.50 per $1 million in transactions. H.R. 1088 would reduce the fee to
$15 per $1 million'in FY 2002. After FY:2002, the SEC would set one transaction fee rate for all
 participants at the beginning of each fiscal year so that all transaction fees collected in that year
equal a specified amount, the target offsetting amount. All of the fees would be recorded as
offsetting collections. The enrolled bill would set these amounts as follows: $732 million for
FY 2002; $849 million for FY 2003; $1,028 million for FY 2004; $1,220 million for FY 2005:
$1,435 million for FY 2006; $881 million for FY 2007; $892 million for FY 2008; $1,023 »

- million for FY 2009; $1,161 million for FY 2010; and $1,321 million for FY 2011. These fees
would equal approximately $12 per $§1 million in transactions through FY 2006. After

FY 2006, they would equal approximately $7 per $1 million. A final adjustment in FY 2012
would occur to produce roughly the target amount for FY 2011 to be applied for transactions in
all subsequent years. The SEC would be authorized to adjust the rates if the estimate of the
aggregate dollar volume of sales for a particular fiscal year is "reasonably likely" to be 10 percent
(or more) greater or less than the actual volume.

Regz'sz‘raz‘z'on (6(]3)) Fees. These fees are paid by companies at the time of filing a
registration for securities that are proposed to be offered (e.g., initial public offerings). The fees
~ are currently set at $239 per $1 million of the maximum ag gregate price of the securities, and
will phase down to $200 per $1 million in FY 2006. After FY 2006, the fee is set to decrease to
~ $67 per $1 million. Fees in excess of $200 per $1 million are counted as offsetting collections,

and the remainder are collected as revenues. H.R. 1088 would set the fee at $92 per $1 million in
FY 2002. After FY 2002, the SEC would set one transaction fee for all participants at the
“beginning of each fiscal year so that all transaction fees collected in that fiscal year equal a
specified amount, the target offsetting amount. All of the fees would be recorded as offsetting
collections. The enrolled bill would set these amounts as follows: $337 million for FY 2002;

- $435 million for FY 2003; $467 million for FY 2004; $570 million for FY 2005; $689 million
for FY 2006; $214 million for FY 2007; $234 million for FY 2008; $284 million for FY 2009;
$334 million for FY 2010; and $394 million for FY 2011, with a final rate adjustment in

~ FY 2012 as with transaction fees above. '



Merger/Tender Fees. Currently, companies pay these fees at a rate equal to $200 per
$1 million of the value of securities proposed to be purchased as part of a merger at the time of
filing. The fees are collected as revenues. H.R. 1088 would set these fees at $92 per $1 million
in FY 2002. Thereafter, they would be adjusted to match the reglstratwn fee rate and they would
be recorded as offsetting col ections. : :

Other fees. Under the enrolled bill, fees on security futures transactions and transactions
on options on security futures (excluding narrow-based security indices) would be reduced from
$0.02 to $0.009 through FY 2006. They would be recorded as offsetting collections. After
FY 2006, the fee would be further reduced to equal $0.0042 per transaction. In addition, the
$100 fee for quahﬁcatlon of certam 1ndentures under the Trust Indenture Act of 1939 would be

~ eliminated. C

"Pay Parity" for SEC Employees. H.R. 1088 would authorize the SEC to adjust the base
rates of pay and other benefits for all of its employees to be comparable to the pay and benefits
- provided by certain other financial regulatory agencies. The other agencies are the Federal
* Deposit Insurance Corporation, the National Credit Union Administration, the Federal Housing
Finance Board, the Farm Credit Administration, and Treasury's Office of the Comptroller of the
Currency and Office of Thrift Supervision. Under current law, the SEC must follow the Civil
Service's General Schedule for pay while the other agencies cited above may individually
establish and adjust schedules of compensation and benefits.” To implement the authority, the
SEC would have to develop an implementation plan and submit a report to the House Financial -
Services and Government Reform Committees and the Senate Banking and Governmental
Affairs Committees on the plan, including: evidence and supporting documentation and budget
projections on costs and benefits resulting from the plan. (Approval of the plan would not be
necessary before the SEC could implement it.) :

Studies. H.R. 1088 would require the SEC to study the extent to which benefits of fee
reductions are passed along to investors and submit a report on such study to Congress within
two years of enactment. The enrolled bill would also require the General Accounting Office to
study the impact and consequences of converting the SEC to a self- funded organization and
submit a report on the study within 180 days of enactment to the House Financial Services and
Government Reform Committees and the Senate Bankmg and Governmental Affairs

- Committees. : : ‘

Administration Position to Date

‘The Administration strongly supported the fee reduction provisions of H.R. 1088, noting
that current fee collections are far in excess of the SEC’s budget, acting as a burden on investors -
and discouraging investment. The Administration opposed the bill’s pay parity provisions :
because exempting individual agencies from government-wide personnel laws adversely dffects
the portability of Federal employees and fragments personnel systems



Pay-As-You-Go Scoring

H.R. 1088 would affect receipts and direct spending; therefore it is subject to the -
pay-as-you-go requirements of the Budget Enforcement Act. OMB staff estimate that the
reduction in fees would reduce revenues by $1.1 billion in FY 2002, $8.0 billion over FYs 2002-

12006, and $13.3 billion over FYs 2002-2011. (These amounts are net of estimated increased
corporate incone tax collections, which are assumed to be 25 percent of the lost fee revenue.)
The revenue effects included in this estimate capture only the revenue lost by eliminating the
general revenue component of the fees. In fact, the fees credited to the-Commerce, Justice, State
Appropriations Subcommittees would increase versus OMB's baseline estimates by $133 million
for FY 2002, $3.0 billion for FYs 2002-2006, and $6.1 billion for FYs 2002-2011. In scoring the
revenue effect of the legislation, these additional fees are not counted because their collection is
triggered by subsequent appropr1at10ns action.

Conclus‘ion'and Recommiendations’

The Securities and Exchange Commission recommends approval of ‘H.R. 1088 because it -
will "provide meaningful securities fee relief to the nation’s investors, those seeking to raise
capital, and market participants, while assuring a full and stable long-term funding source” for
the SEC. The SEC states that the pay parity prov1sxons if "approprlately funded," will help
- respond to the Commlssmn’ s "staffing crisis" of recent years

- We join the SEC in recommendmg approval of H. R 1088, which passed the House by a
vote of 404-22 and the Senate by unanimous consent.

- Mitchell E. Damels Jr
Duector

- Enclosures



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET '

WASHINGTON, D.C. 20503

THE DIRECTOR ' _ January 7, 2002

MEMORANDUM FOR THE PRESIDENT

SUBJECT:  Enrolled BillH.R 1088 - Investor and Capital Markets Fee Relief Act
Sponsors - Rep. Fossella (R) New York and 45 cosponsors -

oy

Last Day for Action

January 16, 2002 - Wednesday

Purpose

‘Reduces the rates of fees charged by the Securities and Exchange Commission (SEC) for
- securities transactions, and eliminates the general revenue component of such fees; also
establishes for employees of the SEC pay parity with other financial regulatory agencies.

Agency Recommendations

Office of Management and Budget o - Approval

Securities and Exchange Commission _— ' Approval =

Department of the Treasury No objection (Informally)
Office of Personnel Management No objection (Informally) =~ |

Discussion

Background. Section 31 of the Securities Act of 1933 (the Act) imposed feeson ,
transactions of exchange-traded securities at a rate equal to 1/500th of 1 percent of the aggregate
amount of sales. These fees were all to be collected as general revenue. The rate was increased
in 1965 to 1/300th of 1 percent. Section 6(b) of the Act imposed fees on the registration of
securities at a rate equal to 1/100th of 1 percent of the offering price. These fees were also
collected as general revenue. This rate was increased in 1965 to 1/50th of 1 percent.

The 1983 Securities Exchange Act Amendments imposed fees on mergers, proxy
~solicitations, and other activities at a rate of 1/50th of 1 percent of the value of the securities
involved. These fees were also collected as general revenue. In several appropriations acts in the
1990s, the registration fee rate was increased to 1/29th of 1 percent and all fees collected in
excess of 1/50th of 1 percent were to be credited as offsetting collections for SEC appropriations.




The National Securities Markets Improvement Act of 1996 (NSMIA) reduced the fees to
‘their current levels (specifics described below) in an effort, based on projections of securities
market activities that total fee collections would fall, to allow the SEC to collect only enough
fees to-approximately equal the cost of running the SEC. (Due to surges in market activity in the -
last few years, fee collections have risen much higher than expected.) Under NSMIA, fee rates :
are scheduled to sharply dechne in FY 2007,

- Reducuo_n in Fee Rates and Elimination of General Revenue Component. H.R. 1088
would reduce these three SEC-imposed fees and eliminate the portion of fee collections recorded
as general revenues. The enrolled bill would continue to allow fees collected in excess of -

* amounts needed to fund the SEC to offset dlscretlonary spending under the Junsdlctlon of the
Commerce, Justlce State Approprlatlons Subcommlttees : : :

‘ Transaction (Sectzon 31) Fees. These fees are collected when securities are sold. "The
fees are intended to cover costs to the government of supervising and regulating securities
markets and participants. Currently, the fee is $33.33 per $1 million traded through national
- securities exchanges (collected as general revenues), national securities associations (offsetting
collections), and brokers and dealers (general revenues) through FY 2006. After FY 2006, the
rate is set to decrease to $12.50 per $1 million in transactions. H:R. 1088 would reduce the fee to
- $15 per $1 million in FY 2002. After FY 2002, the SEC would set one transaction fee rate for all
participants at the beginning of each fiscal year so that all transaction fees collected in that year
equal a specified amount, the target offsetting amount. All of the fees would be recorded as
offsetting collections. The enrolled bill would set these amounts as follows: $732 million for
FY 2002; $849 million for FY 2003; $1,028 million for FY 2004; $1,220 million for FY 2005; ‘
$1,435 million for FY 2006; $881 million for FY 2007; $892 million for FY 2008; $1,023
million for FY 2009; $1,161 million for FY 2010; and $1,321 million for FY 2011. These fees
would equal approximately $12 per $1 million in transactions through FY 2006. After ’
FY 2006, they would equal approximately $7 per $1 million. A final adjustment in FY 2012~
would occur to produce roughly the target amount for FY 2011 to be applied for transactions in. -
all subsequent years. The SEC would be authorized to adjust the rates if the estimate of the
_aggregate dollar volume of sales for a particular fiscal year is "reasonably likely" to be 10 percent
- (or more) greater or less than the actual volume.

Registration (6(b)) Fees. These fees are paid by companies at the time of filing a

~ registration for securities that are proposed to be offered (e.g., initial public offerings).  The fees
are currently set at $239 per $1 million of the maximum aggregate price of the securities, and
will phase down to $200 per $1 million in FY 2006. After FY 2006, the fee is set to-decrease to
$67 per $1 million. Fees in excess of $200 per $1 million are counted as offsetting collections,
and the remainder are collected as revenues. H.R..1088 would set the fee at $92 per $1 million in
FY 2002. After FY 2002, the SEC would set one transaction fee for all participants at the ’
beginning of each fiscal year so that all transaction fees collected in that fiscal year equal a
specified amount, the target offsetting amount. All of the fees would be recorded as offsetting
collections. The enrolled bill would set these amounts as follows: $337 million for FY 2002;
$435 million for FY 2003; $467 million for FY 2004; $570 million for FY 2005; $689 million
for FY 2006; $214 million for FY 2007; $234 million for FY 2008; $284 million for FY 2009;

- $334 million for FY 2010; and $394 million for FY 2011, with a ﬁnal rate adjustment in

FY 2012 as with transaction fees above. .



, - Mer gez/T ender Fees. Currently, compames pay these fees at a rate equal to $200 per

$1 million of the value of securities proposed to be purchased as part of a merger at the time of -
filing. The fees are collected as revenues. H.R. 1088 would set these fees at $92 per $1 million
inFY 2002.. Thereafter, they would be adJusted to match the reglstratron fee rate and they would
be 1e001ded as offsetting collections. ; :

' Oth'er fees. Under the enrolled bill, fees on security futures transactions and transactions
“on options on security futures (excluding narrow-based security indices) would be reduced from
$0.02 to $0.009 through FY 2006. They would be recorded as offsetting collections. After
FY 2006, the fee would be further reduced t6 equal $0.0042 per transaction. In addition, the
~$100 fee for qualification of certain 1ndentures under the Trust Indenture Act of 1939 would be ’
: ehmrnated

~ "Pay Parity" for SEC Emplovees. H.R. 1088 would authorize the SEC to adjust the base

rates of pay and other benefits for all of its employees to be comparable to the pay and benefits
provided by certain other financial regulatory agencies. The other agencies are the Federal
Deposit-Insurance Corporation, the National Credit Union Administration, the Federal Housing
Finance Board, the Farm Credit Administration, and Treasury's Office of the Comptroller of the
Currency and Office of Thrift Supervision. Under current law, the SEC must follow the Civil
- Service's General Schedule for pay while the other agencies cited above may individually
establish and adjust schedules of compensation and benefits. To implement the authority, the -
SEC would have to develop an implementation plan and submit a report to the House Financial
Services and Government Reform Committees and the Senate Banking and Governmental - -
- Affairs Committees on the plan, including: - evidence and supporting documentation and budget

projections on costs and benefits resulting from the plan. (Approval of the plan would not be
'necessary before the SEC could implement it.) -

Studies. H.R. 1088 would require the _SEC to study the extent to which benefits of fee

~ reductions are passed along to investors and submit a report on such study to Congress within
two years of enactment.. The enrolled bill would also require the General Accounting Office to -
study the impact and consequences of converting the SEC to a self-funded organization and
submit a report on the study within 180 days of enactment to the House Financial Services and
Government Reform Commrttees and the Senate Banking and Governmental Affairs
Committees. o

Administration Position to Date

" The Administration strongly supported the fee reduction provisions of H.R. 1088; noting
that current fee collections are far in excess of the SEC’s budget, acting as a burden on investors
~and discouraging investment. The Administration opposed the bill’s pay parity provisions-
because exempting individual agencies from government-wide personnel laws adversely affects -
the portabrhty of Federal employees and fragments personnel systems. '




PaV—As-You-GO Scorihg

 H.R. 1088 would affect receipts and direct spending; therefore it is subject to the
pay-as-you-go requirements of the Budget Enforcement Act. OMB staff estimate that the -~
reduction in fees would reduce revenues by $1.1 billion in FY 2002, $8.0 billion over FYs 2002-.
2006, and $13.3 billion over FYs 2002-2011. (These amounts are net of estimated increased -
corporate income tax collections, which are assumed to be 25 percent of the lost fee revenue.).
- The revenue effects included in this estimate capture only the revenue lost by eliminating the =~ -
general revenue component of the fees. In fact, the fee$ credited to the Commerce, Justice, State

- Appropriations Subcommittees would increase versus OMB's baseline estimates by $133 million '

-~ for FY 2002, $3.0 billion for FYs 2002-2006, and $6.1 billion for FYs 2002-2011. In scoring the
revenue effect of the legislation, these additional fees are not counted because their. collectlon is
triggered by subsequent approprlatlons action. : : '

Conclusion and Reco.mmendatlons

The Securities and Exchange Commission recommends approval of H.R. 1088 because it
- will "provide meaningful securities fee relief to the nation’s investors, those seeking to raise '
capital, and market participants, while assuring a full and stable long-term funding source" for
the SEC. The SEC states that the pay parity prov1510ns if "appropriately funded," will help
- respond to the Commission’s "stafﬁng crisis” of recent years : L

We join the SEC in recommendmg approval of H.R. 1088 Wh1ch passed the House by a
vote of 404-22 and the Senate by unammous consent. , -

ws‘MQ

Mitchell E. Damels Jr.
Dlrector R

- Enclosures
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&S/ RM NO. 505304

WHITE HOUSE STAFFING MEMORANDUM

Date: 1-7-02 ACTION / CONCURRENCE | COMMENT DUE BY: 1-8-02, 4:00 PM

Subject: H.R. 1088, INVESTOR'AND CAPITAL MARKETS FEE RELIEF ACT

ACTION  FY! ACTION  FYI
VICE PRESIDENT==® B [  HUBBARD g
| carD ® [  HUGHES ¥ O
BLAKEMAN O 00  IRASTORZA O O
BOLTEN .4 O JOHNSON O 1
CALIO W O  LNDSEY I>d O
CONNAUGHTON O O MERS O e
'DANIELS o { RICE O O
FLEISCHER M O RIDGE ] 0
GERSON | O O ROVE ¥ O
GONZALES . | SPELLINGS g
HAGIN 1 CLERK O [B/
HAWKINS i O N
REMARKS:

PLEASE SEND REMARKS TO STAFF SECRETARY, EXT. 62702, FAX 62215, NO LATER THAN

4:00 PM TUESDAY, 1-8-02. THANK YOU.




. SS/RM NO. 505304

WHITE HOUSE STAFFING MEMORANDUM

Date: 1-7-02 ACTION/ CONCURRENCE"I COMMENT DUE BY: 1-8-02, 4:00 PM |

Subject: H.R. 1088, INVESTOR AND CAPITAL MARKETS FEE RELIEF ACT

ACTION  FYI ~ ACTION  FYI
VICE PRESIDENTmaid B [ HUBBARD ¥ O |
| carDp ® O HUGHES ¥ O
BLAKEMAN 0 O  IRASTORZA O O
| BOL‘TE’N‘ ® [ JOHNSON O O
CALIO ® O  LINDSEY w7 0O
CONNAUGHTON O O MERS g e
DANIELS o o rece O O
FLEISCHER M [ RIDGE o o]
GERSON u O  ROVE ¥ O
GONZALES ® O  SPELLINGS # O
HAGIN 0 [0 = CLERK O IE/
HAWKINS O | o 0O
REMARKS: | ‘

PLEASE SEND REMARKS TO STAFF SECRETARY, EXT. 62702, FAX 762215, NO LATER THAN

4:00 PM TUESDAY, 1-8-02. THANK YOU.

RESPONSE:

Harriet E. Miers
Assistant to the President
and Staff Secretary
Ext. 62702



, EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503 . .

- THE DIRECTOR . - January 7, 2002
- MEMORANDUM FOR THE PRESIDENT

'SUBJECT:  Enrolled Bill H.R 1088 - Investor and Capital Markets Fee Relief Act
Sponsors - Rep. Fossella (R) New York and 45 cosponsors

Last Day for Action

- January 16,2002 - Wednesday . SRR

Purpose

Reduces the rates of fees charged by the Sécurities and Exchange Commussion (SEC) for
securities transactions, and eliminates the general revenue componernt of such fees; also
- establishes for employees of the SEC pay parity with other financial regulatory agencies.

Agency Recommendations

~ Office of Management and Budget - o ' Approval

Securities and Exchange Commission N : Approval
- Department of the Treasury ~ o No objection (Informally)
Office of Personnel Management No objection (Informally) -

~ Discussion

Background. Section 31 of the Securities Act of 1933 (the Act) imposed fees on
transactions of exchange-traded securities at a rate equal to 1/500th of 1 percent of the aggregate
amount of sales. These fees were all to be collected as general revenue. The rate was increased
in 1965 to 1/300th of 1 percent. Section 6(b) of the Act imposed fees on the registration of
securities at a rate equal to 1/100th of 1 percent of the offering price. These fees were also
collected as general revenue.. This rate was increased in 1965 to 1/50th of 1 percent'.,

‘The 1983 Securities Exchange Act Amendments imposed fees on mergers, proxy
solicitations, and other activities at a rate of 1/50th of 1 percent of the value of the securities -
involved. These fees were also collected as general revenue. In several appropriations acts in the
1990s, the registration fee rate was increased.to 1/29th of 1 percent and all fees collected in
. excess of 1/50th of 1 percent were to be credited as offsetting collections for SEC appropriations.



The National Securities Markets Improvement Act of 1996 (NSMIA) reduced the fees to
their current levels (specifics described below) in an effort, based on projections of securities
market activities that total fee collections would fall, to allow the SEC to collect only enough
fees to approximately equal the cost of running the SEC. (Due to surges in market activity in the
last few years, fee collections have risen much higher than expected.) Under NSMIA, fee rates
- are scheduled to sharply decline in FY 2007. :

 Reduction in Fee Rates and Elimination of General Revenue Component. H.R. 1088
would reduce these three SEC-imposed fees and eliminate the portion of fee collections recorded
as general revenues. The enrolled bill would continue to allow fees collected in excess of ,
amounts needed to fund the SEC to offset discretionary spending under the jurisdiction of the -
Commerce, Justice, State Appropriations Subcommittees. : :

Transaction (Section 31) Fees. These fees are collected when securities are sold. The
fees are intended to cover costs to the government of supervising and regulating securities
markets and participants. Currently, the fee is $33.33 per $1 million traded through national
securities exchanges (collected as general revenues), national securities associations (offsetting
collections), and brokers and dealers (general revenues) through FY 2006. After FY 2006, the
rate is set to decrease to $12.50 per $1 million in transactions. H.R. 1088 would reduce the fee to
$15 per $1 million in FY 2002. After FY 2002, the SEC would set one transaction fee rate for all
participants at the beginning of each fiscal year so that all transaction fees collected in that year
equal a specified amount, the target offsetting amount. All of the fees would be recorded as -
offsetting collections. The enrolled bill would set these amounts as follows: $732 million for
- FY 2002; $849 million for FY 2003; $1,028 million for FY 2004; $1,220 million for FY 2005;
$1,435 million for FY 2006; $881 million for FY 2007; $892 million for FY 2008; $1,023
million for FY 2009; $1,161 million for FY 2010; and $1,321 million for FY 2011. These fees
‘would equal approximately $12 per $1 million in transactions through FY 2006. After
- FY 2006, they would equal approximately $7 per $1 million. A final adjustment in FY 2012

. would occur to produce roughly the target amount for FY 2011 to be applied for transactions in

all subsequent years. The SEC would be authorized to adjust the rates if the estimate of the
aggregate dollar volume of sales for a particular fiscal year is "reasonably likely" to be 10 percent
(or more) greater or less than the actual volume. : J '

Registration (6(b)) Fees.-These fees are paid by companies at the time of filing a
registration for securities that are proposed to be offered (e.g., initial public offerings). The fees
are currently set at $239 per $1 million of the maximum ag ggregate price of the securities, and
will phase down to $200 per $1 million in FY 2006. After FY 2006, the fee is set to'decrease to
$67 per $1 million. Fees in excess of $200 per $1 million are counted as offsetting collections,

* and the remainder are collected as revenues. H.R. 1088 would set the fee at $92 per $1 million in
FY 2002. After FY 2002, the SEC would set one transaction fee for all participants at the
beginning of each fiscal year so that all transaction fees collected in that fiscal year equal a
specified amount, the target offsetting amount. All of the fees would be recorded as offsetting

~ collections. The enrolled bill would set these amounts as follows: $337 million for FY 2002;
$435 million for FY 2003; $467 million for FY 2004; $570 million for FY 2005; $689 million
for FY 2006; $214 million for FY 2007; $234 million for FY 2008; $284 million for FY 2009:

- $334 million for FY 2010; and $394 million for FY 2011, with a final rate adjustment in

FY 2012 as with transaction fees above. :



Merger/Tender Fees. Currently, companies pay these.'f'e_es at a rate equal to $200 per
$1 million of'the value of securities proposed to be purchased as part of a merger at the time of
~ filing. The fees are collected as revenues. H.R. 1088 would set these fees at $92 per §1 million ‘
in FY 2002. Thereafter, they would be adjusted to match the registration fee rate and they would
be recorded as offsetting collectlons : :

Other fees. Under the enrolled bill, fees on securlty futures transactions and transact1ons A
on optlons on security futures (excludmg narrow-based security indices) would be reduced from
$0.02 to $0.009 through FY 2006. They would be recorded as offsetting collections. After
FY 2006, the fee would be further reduced to equal $0.0042 per transaction. In addition, the -
$100 fee for qualification of certain 1ndentures under the Trust Indenture Act of 1939 would be:
eliminated.

_ "Pay Parity" for SEC Emplovees. H.R. 1088 would authorize the SEC to adjust the base
rates of pay and other benefits for all of its employees to be comparable to the pay and benefits
provided by certain other financial regulatory agencies.” The other agencies are the Federal
Deposit Insurance Corporation, the National Credit Union Administration, the Federal Housing
- Finance Board, the Farm Credit Administration, and Treasury's Office of the Comptroller of the
Currency and Office of Thrift Supervision. Under current law, the SEC must follow the Civil
Service's General Schedule for pay while the other agencies cited above may individually
establish and adjust schedules of compensation and benefits. To implement the authority, the
SEC would have to develop an implementation plan and submit a report to the House Financial
Services and Government Reform Committees and the Senate Banking and Governmental
Affairs Committees on the plan, including: evidence and supporting documentation and budget
projections on costs and benefits resulting from the plan. (Approval of the plan would not be
necessary before the SEC could 1mplement it. ) :

Studies. H R. 1088 would require the SEC to study the extent to Wthh beneﬁts of fee
reductions are passed along to investors and submit a report on such study to Congress within
two years of enactment. The enrolled bill would also require the General Accounting Office to
study the impact and consequences of converting the SEC to a self-funded organization and
submit a report on the study within 180 days of enactment to the House Financial Services and
Government Reform Commlttees and the Senate Banking and Governmental Affa1rs
- Committees. - o

Administration.Position to Date

The Administration strongly supported the fee reduction provisions of H.R. 1088, noting
that current fee collections are far in excess of the SEC’s budget, acting as a burden on investors
- and discouraging investment. The Administration opposed the bill’s pay parity provisions
because exempting individual agencies from government-wide personnel laws adverselv affects
the portability of Federal employees and fragments personnel systems :



Pay-As-You-Go Scoring -

H.R. 1088 would affect receipts and direct spending; therefore it is subject to the
pay-as-you-go requirements of the Budget Enforcement Act. OMB staff estimate that the
reduction in fees would reduce revenues by $1.1 billion in FY 2002, $8.0 billion over FYs: 2002-
2006, and $13.3 billion over FYs 2002-2011. (These amounts are net of estimated increased
corporate income tax collections, which are assumed to be 25 percent of the lost fee revenue.)
The revenue effects included in this estimate capture only the revenue lost by eliminating the
general revenue component of the fees. In fact; the fees credited to the Commerce, Justice, State
Appropriations Subcommittees would increase versus OMB's baseline estimates by $133 million
for FY 2002, $3.0 billion for FYs 2002-2006, and $6.1 billion for FYs 2002-2011. In scoring the
revenue effect of the legislation, these additional fees are not counted because their collection is
~ triggered by subsequent appropriations action. '

Conclusion and Recommendations
!

" The Securities and Exchange Commission recommends approval of H.R. 1088 because it
will "provide meaningful securities fee retief to the nation’s investors, those seeking to raise
‘capital, and market participants, while assuring a full and stable long-term funding source" for
the’SEC. The SEC states that the pay parity provisions, if "appropriately funded,” will help
respond to the Commission’s "staffing crisis" of recent years. S

We join the SEC in recommending approval of H.R. 1088, which passed the House by a
vote of 404-22 and the Senate by unanimous consent.

W. {\ M, ’g"
Mitchell E. Daniels, Jr.

Director
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WHITE HOUSE STAFFING MEMORANDUM
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WHITE HOUSE STAFFING MEMORANDUM _

Date: 1-7-02 ‘ ACTIONVIKCONCURRENCE/'COMMENT,D“UE»BY: 1-8-02, 4:00 PM

-

Subject: H.R. 1088,/|NVESTOR AND CAPITAL MARKETS FEE RELIEF ACT

ACTION  FYI ; ACTION  FYI
VICE PRESIDENT { ‘O  HUBBARD ¥ o
| cARD 'O HUGHES ¥ O |
BLAKEMAN O 0O IRASTORZA O O
BOLTEN ¥ O  JOHNSON o O
CALIO O LINDSEY - ® O
CONNAUGHTON O O MERs o w
DANIELS iz g RICE | s u}
FLEISCHER M O RIDGE o O
GERSON O O RovE v O
GONZALES j ¥ O SPELLINGS E/ oo
HAGIN 0 0O CLERK o IE/
HAWKINS E( O O O
REMARKS:

- PLEASE SEND REMARKS TO STAFF SECRETARY, EXT. 62702, FAX 62215, NO LATER THAN

4:00 PM TUESDAY, 1-8-02. THANK YOU.

RESPONSE:

Harriet E. Miers
Assistant to the President
and Staff Secretary
Ext. 62702



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503

THE DIRECTOR EE ~ January 7, 20023
MEMORANDUM FOR THE'PRESIDENT ‘

SUBJECT:  Enrolled Bill H.R 1088 - Invéstor and Capital Markets Fee Relief Act
: Sponsors - Rep. Fossella (R) New York and 45 cosponsors

Last Day for Action

" January 16, 2002 - Wednesday L

Pu_rpv ‘ose :

Reduces the rates of fees charged by the Secufities énd Exéhange Commission (SEC) for -

securities transactions, and eliminates the general revenue component of such fees; also
establishes for employees of the SEC pay parity with other financial regulatory agencies.

Agencv Recommendations

Office of Management and Budget Approval

Securities and Exchange Commission ; o Approval

Department of the Treasury R . No objection (Informally)

Office of Personnel Management. - e No objection (Informally)
Discussion

Background. Section 31 of the Securities Act of 1933 (the Act) imposed fee,ls' on
transactions of exchange-traded securities at a rate equal to 1/500th of 1 percent of the aggregate
- amount of sales. These fees were all to be collected as general revenue. The rate was increased
~in 1965 to 1/300th of 1 percent. Section 6(b) of the Act'imposed fees on the registration of
securities at a rate equal to 1/100th of 1 percent of the offering price. These fees were also
collected as general revenue. This rate was increased in 1965 to 1/50th of 1 percent.

The 1983 Securities Exchange Act Amendments imposed fees on mergers, proxy
solicitations, and other activities at a rate of 1/50th of 1 percent of the value of the securities
involved. These fees were also collected as general revenue. In several appropriations acts in the
© 1990, the registration fee rate was increased to 1/29th of 1 percent and all fees collected in
excess of 1/50th of 1 percent were to be credlted as offsettmg collections for SEC approprlatlons




The National Securities Markets Improvement Act of 1996 (NSMIA) reduced the fees to

 their current levels (specifics described below) in an effort, based on projections of securities
market activities that total fee collections would fall, to allow the SEC to collect only enough
fees to approximately equal the cost of running the SEC. (Due to surges in market activity in the
last few years, fee collections have risen much h1gher than expected.) Under NSMIA fee rates
are scheduled to sharply decline in FY 2007 :

‘ Reduction in Fee Rates and Elimination of General Revenue Component. H.R. 1088

* would reduce these three SEC-imposed fees and eliminate the portion of fee collections recorded
as general revenues. . The enrolled bill would continue to allow fees collected in excess of
amounts needed to fund the SEC to offset discretionary spending under the _]urlSdlCthl‘l of the

- Commerce, Justlce State Appropr1at1ons Subcommittees.

T mnsaction (Section 31) Fees. These fees are collécted when securities are sold. The -
fees are intended to cover costs to the government of supervising and regulating securities
markets and participants. Currently, the fee is $33.33 per $1 million traded through national
securities exchanges (collected as general revenues), national securities associations (offsetting
collections), and brokers and dealers (general revenues) through FY 2006. After FY 2006, the
rate is set to decrease to $12.50 per $1 million in transactions. H.R. 1088 would reduce the fee to
$15 per $1 million in FY 2002. After FY 2002, the SEC would set one transaction fee rate for all
participants at the beginning of each fiscal year so that all transaction fees collected in that year
equal a specified amount, the target offsetting amount. :All of the fees would be recorded as
- offsetting collections. The enrolled bill would set these amounts as follows: $732 million for
FY 2002; $849 million for FY 2003; $1,028 million for FY 2004; $1,220 million for FY 2005;
$1,435 million for FY 2006; $881 million for FY 2007; $892 million for FY 2008; $1,023
million for FY 2009; $1,161 million for FY 2010; and $1,321 million for FY 2011. These fees
- would equal approximately $12 per $1 million in transactions through FY 2006. After
~FY 2006, they would equal approxunately $7 per $1 million. A final adjustment in FY 2012

‘would occur to produce roughly the target amount for FY 2011 to be applied for transactions in
all subsequent years. The SEC would be authorized to adjust the rates if the estimate of the

~ aggregate dollar volume of sales for a particular fiscal year is "reasonably likely" to be 10 percent
(or more) greater or less than the actual volume. B - '

Regzsn ation (6(b)) Fees. These fees are pald by compames at the time of ﬁhng a
eolstratlon for securities that are proposed to be offered (e.g., initial public offerings). The fees
are currently set at $239 per $1 million of the maximum aggregate price of the securities, and

Cowill phase down to $200 per $1 million in FY 2006. After FY 2006, the fee is set to decrease to

- $67 per $1 million. Fees in excess of $200 per $1 million are counted as offsetting collections,

- and the remainder are collected as revenues. H.R. 1088 would set the fee at $92 per $1 million in

FY 2002. After FY 2002, the SEC would set one transaction fee for all participants at the
beginning of each fiscal year so that all transaction fees collected in that fiscal year equal a
_specified amount, the target offsetting amount. All of the fees would be recorded as offsetting
collections. The enrolled bill would set these amounts as follows: $337 million for FY 2002;
$435 million for KY 2003; $467 million for FY 2004; $570 million for FY 2005; $689 million
for FY 2006; $214 million for FY 2007; $234 million for FY 2008; $284 million for FY 2009;
$334 million for FY 2010; and $394 million for FY 2011, with a final rate adJustment in

FY 2012 as with transaction fees above. -

4
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Mer, del/Terzder Fees. Currently, cempanies pay these fees-at a rate equal to '$2OO per
$1 million of the value of securities proposed to be purchased as part of a merger at the time of
filing. The fees are collected as revenues. H.R. 1088 would set these fees at $92 per $1 million

in FY 2002. Thereafter, they would be adJusted to match. the reorstratron fee rate and they would

“be recorded as offsetting collections.

Other fees. Under the enrolled bill, fees-on security futures transactions and transactions
on options on security futures (excluding narrow-based security indices) would be reduced from
- $0.02 to $0.009 through FY 2006. They would be recorded as offsetting collections. After .

FY 2006, the fee would be further reduced to equal $0.0042 per transaction. In addition, the .
$100 fee for qualification of certain indentures under the Trust Indenture Act of 1939 would be
eliminated. ‘

"Pay Parity" for SEC Employees. H.R. 1088 would authorize the SEC to adjust the base

* rates of pay and other benefits for all of its employees to be comparable to the pay and benefits
provided by certain other financial regulatory agencies. The other agencies are the Federal

Deposit Insurance Corporation, the National Credit Union Admmrstratron the Federal Housing,

Finance Board, the Farm Credit Administration, and Treasury's Office of the Comptroller of the
Currency and Office of Thrift Supervision. Under current law, the SEC must follow the Civil
Service's General Schedule for pay while the other agencies cited above may individually
establish and adjust schedules of compensanon and benefits. To 1mp1ernent the authority, the
SEC would have to develop an implementation plan and submit a report to the House Financial
Services and Government Reform Committees and the Senate Banking and Governmental
* Affairs Committees on the plan, including: ‘evidence and supporting documentation and budget
projections on costs and benefits resulting from the plan. (Approval of the plan would not be .
necessary before the SEC could 1rnp1ement it.) : :

Studies. H.‘R. 1 088'would require the SEC to study the extent to which benefits of fee
reductions are passed along to investors and submit a report on such study to Congress within
two years of enactment. The enrolled bill would also require the General Accounting Office to
study the impact and consequences of converting the SEC to a self-funded organization and
_ submit a report on the study within 180 days of enactment to the House Financial Services and
Government Reform Committees and the Senate Bankmg and Govemmental Affairs |
Comrmttees '

s

Administration Position to Date

The Administration strongly Supported the fee reduction provisions of HR. 1088, noting

“that current fee collections are far in excess of the SEC’s budget, acting as a burden on investors

and discouraging investment. The Administration opposed the bill’s pay parity provisions .
‘because exempting individual agencies from government-wide personnel laws adversely affects
“the portability of Federal employees and fragments personnel systems.



Pay-As-You-Go Scoring -

"H.R. 1088 would affect receipts and direct spending; therefore it is subject to the .
pay-as-you-go requirements of the Budget Enforcement Act. OMB staff estimate that the ‘
reduction in fees would reduce revenues by $1.1 billion in FY 2002, $8.0 billion over FYs 2002-

12006, and $13.3 billion over FYs 2002-2011. (These amounts are net of estimated increased
“corporate income tax collections, which are assumed to be 25 percent of the lost fee revenue.)

The revenue effects included in this estimate capture only the revenue lost by eliminating the
general revenue component of the fees. In fact, the fees credited to the Commerce, Justice, State
Appropriations Subcommittees would increase versus OMB's baseline estimates by $133 million -
for FY 2002, $3.0 billion for FYs 2002-2006, and $6.1 billion for FYs 2002-2011. In scoring the
revenue effect of the legislation, these add1t1ona1 fees'are not counted because thelr collection is
triggered by subsequent approprlatlons action. ‘

Conclusion and Recommendations 4

The Securities and Exchange Commission recommends approval of H.R. 1088 because it
will "provide meaningful securities fee relief to the nation’s investors, those seeking to raise
capital, and market participants, while assuring a full and stable long-term funding source" for
the SEC. The SEC states that the pay parity provisions, if "appropriately funded," will help
respond to the Commission’s "staffing crisis" of recent years. o

We join the SEC in recommending approval of H. R 1088, which passed the House by a
vote of 404 22 and the Senate by unanimous consent.

ME Bt
Mitchell E. Damels Jr.
D1rector

" "Enclosures -
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WHITE HOUSE STAFFING MEMORANDUM

' Date: 1-7-02 ACTION / CONCURRENCE / COMMENT DUE BY: 1-8-02, 4:00 PM

Subject: H.R. 1088, INVESTOR AND CAPITAL MARKETS FEE RELIEF ACT

ACTION  FYI  ACTION FY!

VICE PRESIDENT - { N HUBBARDe _ O

CARD ® [ HUGHES ¥ O

| BLAKEMAN | [0  IRASTORZA O O
BOLTEN ® O  JOHNSON O o
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| connaugHTON O O MERS o b
DANIELS O - Rce O ]

FLEISCHER M O RIDGE m| O

| GERSON In| 0 ROVE O
GONZALES ¥ O  SPELLINGS w 0O
HAGIN O 0O  CLERK o o

HAWKINS e O O 0O

REMARKS:

PLEASE SEND REMARKS TO STAFF SECRETARY, EXT. 62702, FAX 62215, NO LATER THAN
4:00 PM TUESDAY, 1-8-02, THANK YOU, :




- SS/ RM NO. v 505304

WHITE HOUSE STAFFING MEMORANDUM

Date: 1-7-02 * _ ACTION / CONGURRENCE / COMMENT DUE BY: 1-8-02, 4:00 PM _

Subject: H.R. 1088, INVESTOR AND CAPITAL MARKETS FEE RELIEF ACT

~ ACTION FYI ~ ACTION FYI
VICE PRESIDENT "4 O HUBBARD st Y ]
cARb W O HUGHES ¥ O
BLAKEMAN O [0  IRASTORZA O O
|BoLTEN ~ ® O  JoHNsoN o O
CALIO W O  LINDSEY 4 O

| connauGHTON O O MERs o
DANIELS R N4 RICE O O
FLEISCHER M O RDGE O O
GERSON o o ROvE & O
GONZALES # O SPELLNGS ® O

HAGIN O O - CLERK o -
HAWKINS ¢ o o O

REMARKS

PLEASE SEND REMARKS TO STAFF SECRETARY EXT. 62702 FAX 62215 NO LATER THAN
4:00 PM TUESDAY, 1-8-02. THANK YOU. :

RESPONSE:

Harriet E. Miers
Assistant to the President
and Staff Secretary
Ext. 62702



vEX’ECUTIVE OFFICE OF THE PRESIDENT
~ OFFICE OF MANAGEMENT AND BUDGET

WASHINGTON, D.C. 20503

THE DIRECTOR ‘ ' o January 7, 2002

MEMORANDUM FOR THE PRESIDENT

SUBJECT:  Enrolled Bill H.R 1088 - Investor and Capital Markets Fee Relief Act -
Sponsors - Rep. Fossella (R) New York and 45 cosponsors

Last Day for Action

January 16, 2002 - Wednesday

Purpose

Reduces the rates of fees charged by the Securities and Exchange Commission (SEC) for
securities transactions, and eliminates the general revenue component of such fees; also
establishes for employees of the SEC pay parity with other financial regulatory agencies.

Is

Agency Recommendations

Office of Management and Budget , C ‘ 'Approval

Securities and Exchange Commission : Approval :
Department of the Treasury - - : No objection (Informally)
Office of Personnel Management o S No objection (Informally)

Discussion

Background. Section 31 of the Securities Act of 1933 (the Act) imposed fees on
transactions of exchange-traded securities at a rate equal to 1/500th of 1 percent of the aggregate

. amount of sales. These fees were all to be collected as general revenue. The rate was increased

in 1965 to 1/300th of 1 percent. Section 6(b) of the Act imposed fees on the registration of
securities at a rate equal to 1/100th of 1 percent of the offering price. These fees were also
collected as general revenue. This rate was increased in' 1965 to 1/50th of 1 percent.

The 1983 Securities Exchange Act Amendments imposed fees on mergers, proxy
solicitations, and other activities at a rate of 1/50th of 1 percent of the value of the securities
involved. These fees were also collected as general revenue. In several appropriations acts in the
1990s, the registration fee rate was increased to 1/29th of 1 percent and all fees collected in
excess of 1/50th of 1 percent were to be credited as offsetting collections for SEC appropriations.



The National Securities Markets Improvement Act of 1996 (NSMIA) reduced the fees to
their current levels (specifics described below) in an effort, ‘based on projections of securities
market activities that total fee collections would fall, to allow the SEC to collect only enough
fees to approximately equal the cost of running the SEC. (Due to surges in market activity in the
last few years, fee collections have risen much higher than expected.) Under NSMIA, fee rates’
are scheduled to sharply dechne in FY 2007

Reductlon in Fee Rates and-'Ehrmnatlon of General Revenue Cemponent. H.R. 1088
would reduce these three SEC-imposed fees and eliminate the portion of fee collections recorded
‘ as general revenues. The enrolled bill would continue to allow fees collected in excess of
amounts needed to fund the SEC to offset discretionary spending under the jurisdiction of the
Commerce Justice, State Approprratlons Subcommittees. :

Transaction (Section 31) Fees. These fees are c’ollected when securities are sold. ‘The
fees are intended to cover costs to the government of supervising and regulating securities
markets and participants. Currently, the fee is $33.33 per $1 million traded through national
‘securities exchanges (collected as general revenues), national securities associations (offsetting
collections), and brokers and dealers (general revenues) through FY 2006. After FY 2006, the
rate is set to decrease to $12.50 per $1 million in transactions. H.R. 1088 would reduce the fee to
$15 per $1 million in FY 2002." After FY 2002, the SEC would set one transaction fee rate for all
participants at the beginning of each fiscal year so that all transaction fees collected in that year

“equal a specified amount, the target offsetting amount. All of the fees would be recorded as
offsetting collections. The enrolled bill would set these amounts as follows: $732 million for

. FY 2002; $849 million for FY 2003; $1,028 million for F'Y 2004; $1,220 million for FY 2005;
$1,435 million for FY 2006; $881 million for FY 2007; $892 million for FY 2008; $1,023
‘million for FY 2009; $1,161 rmlhon for FY 2010; and $1,321 million for FY 2011. These fees
would equal approximately $12 per $1 million in transactions through FY 2006. After

'FY 2006, they would equal approximately $7 per $1 million. A final adjustment in FY 2012
would oceur o produce roughly the target amount for FY 2011 to be applied for transactions in
all subsequent years. The SEC would be authorized to adjust the rates if the estimate of the
aggregate dollar volume of sales for a particular fiscal year is reasonably likely" to be 10 percent
(or more) greater or less than the actual Volume

_ Registration (6(b) ) Fees. These fees are paid by companies at the time of filing a
 registration for securities that are proposed to be offered (e.g., initial public offerings). The fees
“are currently set at $239 per $1 million of the maximum aggregate price of the securities, and
will phase down to $200 per $1 million in FY 2006. After FY 2006, the fee is set to decrease to
$67 per $1 million. Fees in excess of $200 per $1 million are counted as offsetting collections,

- and the remainder are collected as revenues. - H.R. 1088 would set the fee at $92 per §1 million in
"FY 2002. After FY 2002, the SEC would set one transaction fee for all participants at the
beginning of each fiscal year so that all transaction fees collected in that fiscal year equal a
specified amount, the target offsetting amount. All of the fees would be recorded as offsetting

.collections. The enrolled bill would set these amounts as follows: $337 million for FY 2002;
$435 million for FY 2003; $467 million for FY 2004; $570 million for FY 2005; $689 million
for FY 2006; $214 million for FY 2007; $234 million for FY 2008: $284 million for FY 2009;
$334 million for FY 2010; and $394 million for FY 2011, with a final rate adjustment in
FY 2012 as with transaction fees above.



Merger/Tender Fees. Currently, companies pay these fees at a rate equal to $200 per
$1 million of the value of securities proposed to be purchased as part of a merger at the time of
filing. The fees are collected as revenues. H.R. 1088 would set these fees at $92 per $1 million
in FY 2002. Thereafter, they would be adjusted to match the registration fee rate and they would
‘be recorded as offsetting collections. :

, Other fees. Under the enrolled bill, fees on security futures transactions and transactions
“on options on security futures (excluding narrow-based security indices) would be reduced from

$0.02 to $0.009 through FY 2006. They would be recorded as offsetting collections. After

FY 2006, the fee would be further reduced to equal $0.0042 per transaction. In addition, the

$100 fee for quahﬁcatlon of certain 1ndentures under the Trust Indenture Act of 1939 would be

ehmmated o o

_ "Pay Parlty" for SEC Emvlovees H.R. 1088 would authorize the SEC to adjust the base
 rates of pay and other benefits for all of its employees to be comparable to the pay and benefits
* provided by certain other financial regulatory agencies. The other agencies are the Federal
,’Depos'it Insurance Corporation, the National Credit Union Administration, the Federal Housing |
Finance Board, the Farm Credit Administration, and Treasury's Office of the Comptroller of the -
Currency and Office of Thrift Supervision. Under current law, the SEC must follow the Civil
Service's General Schedule for pay while the other agencies cited above may individually
establish and adjust schedules of compensation and benefits. To implement the authority, the
SEC would have to develop an implementation plan and submit a report to the House Financial |
Services and Government Reform Committees and the Senate Banking and Governmental
Affairs Committees on the plan, including: evidence and supporting documentation and budget
~ projections on costs and benefits resulting from the plan.. (Approval of the plan would not be '
necessary before the SEC could 1mplement it.) :

v Studies. H.R. 1088 -would require the SEC to study the extent to whlch benefits of fee
reductions are passed along to investors and submit a report on such study to Congress within

" two years of enactment. The enrolled bill would also require the General Accounting Office to

study the impact and consequerices of converting the SEC to a self-funded organization.and

submit a report on the study within 180 days of enactment to the House Financial Services and

Government Reform Comrmttees and:the Senate Banking-and Govemrnental Affairs

Comrmttees :

‘ Administration Position to Date

The Administratioh strongly supported the fee reduction provisions of H.R. 1088, noting
that current fee collections are far in excess of the SEC’s budget, acting as a burden on investors
and discouraging investment. The Administration opposed the bill’s pay parity provisions
because exempting individual agencies from government-wide personnel laws adversely affects
 the portability of Federal employees and fragments personnel systems
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Pav-As-You-Go Scorinq

H R. 1088 would affect recelpts and direct spendlng, therefore it is subject to the

pay-as-you-go requirements of the Budget Enforcement Act. OMB staff estimate that the
reduction in fees would reduce revenues by $1.1 billion in FY 2002, $8.0 billion over FYs 2002-
2006, and $13.3 billion over FYs 2002-2011. (These amounts are net of estimated increased
corporate income tax collections, which are assumed to be 25 percent of the lost fee revenue.)
The revenue effects included in this estimate capture only the revenue lost by eliminating the -
- general revenue component of the fees. In fact, the fees credited to the Commerce, Justice, State
Appropriations Subcommittees would increase versus OMB's baseline estimates by $133 million
for FY 2002, $3.0 billion for FYs 2002-2006, and $6.1 billion for FYs 2002-2011. In scoring the -
revenue effect of the legislation, these additional fees are not counted because their collection is
triggered by subsequent appropriations action. .

Conclusion and Recommendations

The Securities and Exchange Commission recommends approval of H.R. 1088 because it
will "provide meaningful securities fee relief to the nation’s investors, those seeking to raise ‘
capital, and market participants, while assuring a full and stable long-term funding source” for
the SEC. The SEC states that the pay parity prov1s1ons if "appropriately funded,” will help
respond to the Commission’s "stafﬁng crisis" of recent years

We join the SEC.in recommendmg approval of H. R 1088 wh1ch passed the House by a

~vote of 404-22 and the Senate by unammous consent.

Mitchell E. Daniels, Jr.

Director

Enclosures
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