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. EXECUTIVE OFFICE: -OF THE PRESIDENT 

OFFICE OF, MANAGEMENT AND B,UDGET 

WASHINGTON1 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 Exchange Commission (SEC) for . 
securities transactions, arid 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 

Securities and Exchange Commission 
Department of the Treasury 
Office of Personnel Management 

Discussion 

Approval 

Approval 
No objection (Informally) 
No objection (Informally) 

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 /1 OOth of i percent of the offering price. These fees were also 
collected as general revenue. This rate was increased in 1965 to l/50th of 1 percent. 

The 1983 Securities Exchange Act Amendments imposed fees on mergers, proxy 
solicitations, and other activities at a rate ofl/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 describeci below) iii an effort, basedon projections of securities 
market activities that total fee collections. would fail, to allow the-SEC to collect only enough 

.· fees to approximately equal the cost of running the SEC.' (Due to su.rges in market activity in the . 
last few years, fee collections have risen much higher than expected.) UnderNSMIA, fee rates 
are scheduled to sharply decline in FY 2007., · 

'. . ·i"• 

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'spendirtg 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 
se~urities 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 201 lto 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 setat$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 wouid set these amounts as follows: $337 million for FY 2002; 
$435 million for FY 2003; $467 million for FY 2004; $570 million for FY2005; $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. 
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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 qualification of certain indentures under the Trust Indenture Act of 193 9 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 Governrnent Reform Committees and the Senat.e 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 ofthe 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 ate passed along to investors and.subm,it a report on such study tb Congress within 
two years of enactment. The enrolled bill would also' require theGeneral 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 C)~ enactment to the House Financial Services and 
Government Reform Committees a11d 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 asa.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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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 FY s 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 versusOMB'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 ofthe 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 securitiesfee relief to the nation's investors, those seeking to raise 
capital, and market participants, while assuring afull 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" ofrecent years. 

We join the SEC in recommendingapproval ofH.R. 1088, which passed the House bya 
vote of 404-22 and the Senate by unanimous consent. 

Enclosures 

·,·. J 

Mitchell E. Daniels, Jr. 
Director 
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EXECUTIVE OFFICE OF.THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET. 

WASHINGTON, D.C. 20503 · 

THE DIRE.CTOR January ·7, 2Q02 

•· MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Enrolled Bill H.R 1088 - Investor and CapitalMarkets Fee Relief Act· 
Sponsors - Rep.Fossella(R) New York and45 cosponsors 

Last Day for Action 

January· 16, 20d2- Wednesday 

Purpose. 

Reduces the rates of fees charged by the Securities and Exchange Commission (SEC) for 
secll.rlties transactions; and eliminates the general revenue component of such fees; also 
establishe~; for employees of the SEC pay parity with other ~~ancial r~gulatory agencies. 

Agency Recommendations 

·Office of Management and Budget · 

Securities and Exchange Commission 
Department of the Treasury . 
Office of Personnel Management · 

Discussion 

. 1 Approval 

Approval 
No objection (Informally) 
No objection (Informally) 

Backgroood: Section31 oftheSecurities Act _of 1933 {the Act) imposed fees on . 
transactions ofexchange-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.theActimposed,fees on the registration of 
securities at a rate equal to 1/lOOth of 1 percent ofthe offering.price. These-fees were also · 
collected as general revenue. This rate was increased in 1965 to· 1/50th of l percent. · 

. . 
The 1983 Securities Exchange Act Amendments, imposed fees on_ mergers, proxy 

solicitations, and other activities at arate of 1/50th of 1 percent of the value of the securities . 
. involved. These fees were also collected as gerieral revenu~. In several a:ppropria:tions acts iri" the 

1990s, the registration fee rate was increased to l/29th of 1 percent and all fees collected in ' 
exces·s of l/50th of 1 percent were to be credl.t:d as offsetting collections for SEC appropriations. 

·• 
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_ 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 totalfee collections would fall, to allow the SECto 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 scheduledto 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 (Section31) 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 .3 3 per $1 milliontraded 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 setto decrease to $12.50 per $1 million in transactions. H.R. 1088 wouldreduce 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 millionfor 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 dollarvolume 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 forsecurities 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 ofthe 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 fiscalyear 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 forFY 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. 
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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 adjustedto 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 transaetion. In addition, the 
$100 fee for qualification of certain indentures under the Trust Indenture Act of 193 9 would be 
eliminated; 

"Pay Paritv" for SEC Emplovees. H.R. · l 088 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 otheragencies 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 Servicesand 
Government Reform Committees and theSenate.Banking and Governmental Affairs 
Committees. 

'Administration Position to Date 

The Administration strongly supportedthe feereduction 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 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 thatthe 
reduction in fees would reduce revenues by $1.1 billion in FY 2002, $8.0 billion over FY s 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 25percent of the fost fee revenue.) 
The revenue effects included in this estimate capture only the reveni1e 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 $13 3 million 
for FY 2002, $3 .0 billion for FY s 2002-2006, and $6.1 billion for FY s 2002-2011, In scoring the 
revenue effect of the legislation, these additionalfees 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 fl full and stable long-term fonding source" for 
the SEC. The SEC states that the pay parity provisions, if "appropriately funded," will help 
respond to the Commission's "staffing crisis" ofrecent years. 

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

EnClosures 

-4-

Mitchell E. Daniels, Jr. 
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b(8) Release would disclose information concerning the regulation of 

.financial institutions [(b)(8) of the FOIA] 
b(9) Release would disclose. geological or geophysical information 

concerning wells [(b)(9) of the FOIA] · 

Recl}rds ,Not Subject to FOIA 

Court Sealed - The document is withheld under a court seal and is not subject to 
the Freedom of Information Act. ' 

ThisDocumentwaswithdrawnon 811412015 . by AW 



SS/RM NO. 505304 

WHITE HOUSE STAFFING MEMORANDUM 

Date: 1-7-02 ACTION I CONCURRENCE I COMMENT DUE BY: 1-8-021 4:00 PM 

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

ACTION FYI ACTION FYI 

VICE PRESIDENT v D HUBBARD ~ D 

CARD 
.,. D HUGHES rl D 

BLAKEMAN, D D IRASTORZA D D 

BOLTEN rt' D JOHNSON D D 

CALIO -1. ~ D LINDSEY ~ D 

CONNAUGHTON D D MIERS D ~ 

DANIELS D ~ RICE D .o 
FLEISCHER "" D RIDGE D D 

GERSON D D ROVE ii!r' D 

·GONZALES ~ D SPELLINGS ~ D 

HAGIN D D CLERK Iii -
HAWKINS ~ ·o D D '-t_c 

·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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COLLECTION: 
. I•' 

Exec~tive Clet:k; Office. Of the 

SE.RIES: . •' ~. 

Saunders, G. Timothy.(Tim) ~ Bill Files 

FOLDER TITLE: 
·-·•::;· 

01/1612002 rRR. 108~1 rlf 
' .. · .. 

FRCID: FOIA iDs and S~gments:. 
782 

. { 

oANum.: ,: ,. 

733 _.f· 

NARANum.: 
1459 

Presid~µti~I Records Act;- l,44 U.S;C. 2204(a)) 
REST~ICTION CODES' 

., . Freedom oflnf~~m.ati,onAct- [5 u:s.c. 552(b)) 

Pl National security Classifiedlnformation [(a)(l) of the PRAJ" 
P2 Relating tothe appointment to·Federal office [(a)(2) of the P~) · 
P3 Release would violate a Federal statute [(a)(3) of the PRA) 
P4 Release would disclose trade secrets or confidential cominercial or 

· · financial information [(a)(4) of the PRA]- · ·. · .. · .. ·· 
P5·Release w11u.ld disclose confidentfal advise·between the Presidenf ·· 

and bis advisors,. or between such advisors[a)(5) of the PRA) 
P6 Release would constitute a clearly unwarranted invasion of. 

personal privacyJ(a)(6) of the PRA) · 

PRM. Personal re~ord misfile defined in accordance with 44 l),S.C. 
. 220l(3). . . . . \ . 

·• µeed or Girt Restrictjoits : ., · · ' · 
. . . 

A •.. Closed by. Executive Order 13526 governing access to national' 
.... security information. · · . · ... 
B; Closed by .statute or by the agency which originated the document.' · 
t. Closed in accordance with restricfions contained.in,d~nor's deed · · 

of gift. 

b(l) National seciiritY classified information[(b).(1) Of the FOIAJ ... 
· b(2) Release would disclose inter·nal personnel rules ·and practiCes ~f 

. an agency j(b)(2) of the FOIA) . 
· b(3) Release wo11ld violate a Federal statute [(b)(3) of.the FOIAJ. 
' b(4) Release would disclose·trade secrets or confide11tial or financial 

· information [(b)(4) of the FOIAJ . · · . · ·. · · · 
b(6) Release .would. constitute a clearly unwarranted invasion o( ·. , ... 

pei:sonal .privacy [(b)(6) of the FOIAJ . . . 
b(J) Release would.disclose information compiled for.Jaw enforcement · 
' .pur'pos~s [(b)(7) of the FOIA). . . 

· b(S) ]{elease would disclose information cQncerning the regulation of 
· · financial .ins.titutiolls [(b)(8) of the FOIAJ · 

b(9)Release would disclose geological or geophysical information 
concerning wells [(b)(9) of the FOIAJ . . : . , . .·· .. . 

· Records.Not Subject to FOiA 
. ·': . 

· Cour~Sealed - The do~ument is withheld under a court seal aitd 'is not subject to 
the·Freedom of Information Act. . . 

This Document ~as withdrmvn on 811412015 by Aw 
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SS/ RM NO . 

. WHITEHOUSE STAFFING MEMORANDUM 
' . . 

. . ' ' . ' . 

· Date: 01-12-02 .. · ACTION I CONCURRENCE/ COMMENT DUE BY: 01.;15-02 9:00 AM 

. STATEMENT REGARDING H.~.1088-THE INVESTOR AND CAPITAL MARKETS 
Subject: FEE RELIEF ACT 

ACTION FYI ACTION FYI 

'' VICE PRESIDENT ~ D HAWKINS ~ D 

CARD ·~ [] HUBBARD D D 

BARTLETT lit' .. D HUGHES ~ D 

BLAKEMAN D [] IRASTORZA D D 

BOLTEN 
·~· 

D JOHNSON D ;D 

CALIO. ~ D LINDSEY ~ D 

CONNAUGHTON D D MIERS . D ii' 
DANIELS D .. ···[fl" 

RICE. ~ D 

FLEISCHER ~· D . ' RIDGE• .;L D 

GERSON D D ROVE ~; D 

GONZALES ~ D SPELLINGS ~ D 

D D CLERK g> 
D D 

REMARKS: . ·· · · .· .· . ·. . . .. · .. 

PLEASE FORWARD YOUR COMMENTSTO STAFF SECRETARY, X62702, NO LATERTHAN 
9:00AM,TUESDAY, JANUARY 15, 2002,WITHACOPYJO JIMJUKJ:S, X53458. 

RESPONSE~ 

Harriet E. Miers 
Assistant to the President 

and Staff Secretary 
Ext. 62702 

I 
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SS/RM NO. 5053'04 .· 
-----"--'-'~~~~ 

WHITE HOUSE STAFFING MEMORANDUM 
' . . . - . . . ... 

·. . ACTION I CONCURRENCE /coMMENiDUE BY: 1-8.;02, 4:00 PM .. 

· .· . . . . · .. ACTION 

vfcE PRESlOENt~.,.~ 
~ARD .~ fl': 
·et..Al<El\llAN d . 
ehLTEN P~ .. ··· . · .· ,, 

CAL.lo··.·~·~~.·~· 
~'.··.· 

CONNAUGHTON 0 

DANIELS D 

F'LEISCHER .. ig.. 

~ERSON 0 
GONZALES. · ~ 

HAGIN . . ~ 0 

HAWKtNs&c,,_~.-~i) ~. · 
·. :pr1D, 

FYI 

.. ·[l 

D 

[] 

El 
D 

D 

.~ 
[]. 

D 

D 

D 

[j 

HUBBARD ·. LJ/(;_ 

··HUGHES •'-

IRASTO'RZA 

JOHNSON 

. LINDSEY oL. 

·MIERS 

RICE .. · 

RIDGE 

ROVE N /~ 

SPELLINGS • k 

CLERK.· 

ACflO'N . . FYI 

~ tJ 
I( CJ 

Cl tl. 
tl ,Cl 
r D 
D v·· 
D tJ 
CJ o 

. ·g-" D 

··Iii('· D 

.D 

[] 

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

RESPONSE: 

Harriet E. Miers 
Assistant.to the President 

and Staff Secretary 
Ext. 62702 . 

'' . ;·· ... 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 
I 

THE DIRECTOR January 7, 2002 

MEMORANDUM FOR THKPRESIDENT 

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 

r January 16,,2002 - Wednesday· 

Purpose 

Reduces the rates of fees charged by the Securities andrExchange 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 Managementand Budget 

Securities and Exchange Commission 
Department of the Treasury· 
Office of Personnel Management 

Discussion 

Approval 

Approval 
No objection (Informally) 
No objection (Informally) 

.· Background. SectionJ 1 of the Securities Act of 193 3 (the Act) imposed fees on 
transactions of exchange-traded securities at .a rate equal to l/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 1/3 OOth of 1 percent. · Section 6(b) of the Act imposed fees on the registration of 
securities at a rate equal to 1/1 OOth oif 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 perce~t 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 th,e 
last few years, fee collections haverisen 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(Settion 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. AfterFY 2006;the 
rate is setto decreas~ to $12.50 per $1 million i.n 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 enroUed bill would set these amoµnts 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 201 L 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 IO percent 
(or more) greater 9r 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 setthe fee at $92 per $1 million in 
FY 2002. AfterFY 20Q2, 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 forFY 2004; $570 million for FY 2005; $689 million 
for FY 2006; $214 million forFY2007; $234 million for FY 2008; $28:4 million for FY2009; 
$3 34 million for FY 201 O; and $394 million for FY 2011, with a final rate adjustment in 
FY 2012 as with transaction fees above. 
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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 registrationfee rate and they would 
be recorded as offsetting collections. 

Otherfees. 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 
FY2006, the fee would be fortherreduced to equal$0.0042 per transaction. In addition, the 
$100 fee for qualification of certain indentures under the Trust Indenture Act of 193 9 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. Undercurrent law, the SEC must follow the Civil 
Service's General ~chedule for pay whilethe other agencies cited above may individually 
establish and adjustschedules 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 offee 
redtictions are passed along to investors and submit a report on such study to Congress within 
two years of enactment. The enrolledbill 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 daysofenactmentto 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. 
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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 thatthe 
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 FY s 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 lSillion 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 recorhmends 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. 

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.. 

·Enclosures 
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Director 
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Harriet E. Miers 
Assistant to the President 

and Staff Secretary 
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THE DIRECTOR 

EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANA~EMENT AND BUDGET 

WASHINGTON, o,c. 20503 

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 cospons.ors 

Last Day for Action 

January 16, 2002 - Wednesday 

Purpose 

.:/ : ... -'~:..~ ,.,. :. 

,.:: .. 

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

Agency Recommendations 

Office of Management and Budget 

Securities and Exchange Commission 
Department of the Treasury 
Office of Personnel Management 

Discussion 

Approval 

Approval 
No objection (Informally) 
No objection (Informally) 

Background. Section 31 of the Securities Act of 1933 (the Act) imposed fees on 
transactions of exchange-traded securities at a rate equalto l/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 l/300th of 1 percent. Section 6(b) of the Act imposed fees on the registration of 
securities at a rate equal to 1/1 OOth of 1 percent of the offering price. These fees were also 
collected as general revenue. This rate was increased in 1965 to l/50th of 1 percent. 

The 1983 Securities Exchange ActAmendments imposed fees on mergers, proxy 
solicitations, and other activities at a rate of l/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 l/29th of 1 percent and all fees.collected in 
excess of l/50th of 1 percent were to be credited as offsetting collections for SEC appropriations. . . 



The National Securities Markets Improvement Actofl 996_ (NSMIA) re~uced 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, !o allow the SEC to collect only enough 
fees to approximately equal the cost of rnnning the SEC. (Due to surges in market activity in. the 
lastfew years, fee collections have risen much higher than expected.) Under NSMIA, fee rates 

. are scheduled to sharply decline jn FY 2007. · 

Reduction in Fee Rates and Elimination of GeneralRevenue Component. H.R. 1088 
wouldreduce these three SEC-imposed fees'and eliminate the portion offee collections rec.orded 

· as general revenues. The enrolled bill would continue to allow foes collected in excess of 
amounts needed to fund the SEC to offset discretionary spending under thejurisdiction 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 $33.3Jper $1 million traded through national 
securities exchange~ (collected as general revenues), national securities associations (offsetting 
collections), and brokers and dealers (general r~venues) 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 foe rate forall 
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. AH of the fees would be recorded as 
offsetting collections. The enrolled bill would set these amounts as follows: $732 million for 
FY 2002; $849 milliop. for FY2003; $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 201 O; and $1,321 million for FY 201 L These fees 
would equal approximately $12 per $1 million in transactions through FY 2006. After 
FY2006, 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 pf the · 
aggregate dollar volume of sales for a particular fiscal year is "reasonably likely" to b~ 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 areproposed to be offered (e.g.; initial public offerings). The fees 

· are currently set at $23 9 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 ~mount, 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 aswith transactionfoes above. 
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Merger/Tender Fees. Currently, companies pay these fees at a rate equal to $200 per 
$1 million of the vafoe 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 registration fee rate and they would . 
be recordedas offsetting collections. 

Other fees. Under the enrolled .bill, fees on s.ecurity futures transactions and transactions 
on options on security futures (excluding narrow-based security indices) would be reduced from 
$0.02 to ~$0.009through. FY 2006. Th_ey would be recorded as pffsetting collections. After. 
FY 2006, the fee would be further reduced to equal $0.0042per transaction. In addition, the · 
$100 fee for qualification of certain indentures under the Trust Indenture Act of 193 9 would be 
eliminated. · · · · 

. ,· - ' . . . 

. "Pay Parity" for SECEmployees, H.R 1088 would authorize the SEC to adjust the bas_e . 
·. rates of pay and other benefits for all of its employees to be comparable to the pay and benefits 
provided by certain other financialregulatory agencies. The other agencies are the Federal 
Deposit Inslirance Corporation, the Nation~ Credit Union Administration, the Federal Housing 

. ··Finance Board, the Farm Credit Administration, and Treasury's Office of the Comptroller ofthe · · 
Clfrrency 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 

.. ~ . .· 

~ 1 • • 

establish and adjust schedules. of compensation and benefits~ T () implement the authority, the 
SEC would have to develop an implementation plan and submit a report to the House Financial 
Servi<;es and. Government Reform Committees an:d the Senate Banking and Governmental 
Affairs Conimittees on the plan, including: evidence and supporting documentation and budget. 
projections on costs and benefits resulting from the plan. (Approvalofthe plan ~ould notbe ·. 
necessary before the SEC could implement it:) . . . . 

I 

Studies. H.R. 1088wol1ld requirethe SECto st~dy the extent to which benefits o(fee 
reductions are passed along to investors and submit a reporton such study to Cong~ess within 

.·two years of enactment. The enrolled bill would also require the General Accounting Office to 
st_udy the impactand consequences of converting the SEC to a self-funded organi:Zation and . 

· submit a report on the study within 180 days of enactment fo the House Financial Services and 
Government Reform Committ~es and the Senate Banking and Governmental Affairs 
Committees. 

• 

0 -Administration Positio~ to Date 

r. 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 o.n investors 
and discouraging investment. The Administration opposed the bill's pay parity provisions, . 

·because exempting individiial agencies from government-wide personnel laws adversely affects 
the portability of.Federal employees and fragments personnel systems. 
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Pay-As-You-Ga Scoring 

H.R. 1088 would affect receipts and direct spending; therefore it is subject to the 
pay-as-you-go requirements ofthe 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 FY s 2002-
2006, and $13 .3 billion over FY s 2002-2011. (These amounts are net of estimated increased 
corporate income tax collections, which are .as'sumed to be 25 percent of the lost fee revenue.) 
The revenue effects ipcluded 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 
t~e SEC. The SEC states that the pay parity provisions, if "appropriately funded," will help 
respond to the Commission's "staffing crisis" ofrecent years. 

) 

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

Enclosures 
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Mitchell E. Daniels, Jr.. . 
Director 
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H.R.1088 

. <Bnr · iRundrrd tSrbrnth [ongrrss 
of thr 

ilnitrd tStetrs of 51mrrice 
·AT THE FIRST SESSION 

Begun and held tit the City of Washington on Wednesday, 
the third day of January, two thousand and one . 

·~ 2ln 2lct 
To amend the Securities Exchange Act of 1934 to reduce fees collected by the 

Securities and Exchange Commission, 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 cited as the "Investor and Capital 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 "l/aoo 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 indexes (excluding a narrow­
based security index)"; 

(3) in the first sentence of subsection (b), by striking ", 
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; . 

(5) in subsection (e), by striking "$0.02" and inserting . 
"$0.009"; and 

(6) by addirig 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 
ofless 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 Exchapge Act of 1934 (15 U.S.C. 78ee) is further 
amended- · 

(1) in subsection (b)- . 
· (A) by striking "Every'' and inserting "Subject to sub­

section (j), each"; and · 
(B) by striking the last sentence; 

(2) by striking subsection (c); 
(3) in subsection (d)-

(A) by striking paragraphs (2) and (3); 
(B) by striking the following: 



H.R.1088~2 

"(d) OFF-EXCHANGE TRADES OF LAsT-SALE-REPORTED SECURI­
TIES.-

"(l} COVERED TRANSACTIONS.-Each nationalsecurities" 
and inserting the following: 

"(c) OFF-EXCHANGE TRADES OF EXCHANGE REGISTERED AND 
LAsT-SALE~REPORTED SECURITIES.-Subject to subsection G),. each 
national securities"; 

(C) by inserting "registered on a national securities 
exchange or" after "narrow-based security index))" (as 
added by section 2(2)); and 

(D) by striking · ", excluding any sales for which a 
fee is paid tinder subsection (c)"; · · .· 

. (4) in subsection (e), by striking "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."; 

(5) in subsection (f), by. striking "DATES FOR PAYMENT OF 
FEES . ...,..,..The fees required". and inserting "DATES FOR PAY­
MENTS.-The fees and assessments required"; 

(6) by redesignating subsections (e) through (i) (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.-

"(l) OFFSETTING COLLECTIONS.-,-Fees collected pursuant to 
subsections (b), (c), and (d) for any fiscal year-

.. "(A). shall be deposited and credited as offsetting collec~ 
· tions to the account providing appropriations to the 

Commission; and . 
· · "(B). except as provided 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 deposited and credited 
as general revenue of the Treasury.". . 
(b) ADDITIONAL REDUCTIONS OF FEES.-

(1) AMENDMEl':lT.-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 PROJECTION WINDFALLS .FOR FURTHER RATE 

REDUCTIONS.- . . . 
· "(l) ANNUAL ADJtJSTMENT.-'-For each of the fiscal years 

2003 through 2011, the Commission shall by order 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 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) Mm-YEAR ADJUSTMENT.-For each of the fiscal years 
2002 through 2011, the Commission shall determine, by March 
1 of such fiscal year, whether, based on the actual aggregate 
dollar 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 paragn1ph (1) for such fiscal year {or 
$48,800,000,000,000 in the case of fiscal year 2002) is reason­
ably likely 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 aggregate . 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 
and Budget, use the same methodology required by subsection 
(1)(2). . . . . . . 

"(3) 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.-ln exercising . its 
authority under this subsection, t_he 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 tojudiciaLreview. Subject to subsections (i)(l)(B) 
and (k)---'- . . . . 

"(A) an adjusted rate prescribed under paragraph (1) 
shall take effect on the later of~ 

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

"(ii) thirty days after the date on which a regular 
appropriation to the Commission for such fiscal year 
is enacted; . 
"(B) an adjusted rate prescribed under paragraph {2) 

shall take effect on April l 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 Commission for fiscal year 2012 
is enacted. · 

"(k) LAPSE OF APPROPRIATION.~If on the first day of afiscal 
year a . regular appropriation to the Commission has not been 
enacted, the Commission shall continue to collect (as offsetting 
collections) 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. appropriation is enacted. 
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"(l) DEFINITIONS.-'-'For purposes of this section: 
"(l) 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 offsetting 
"Fiscal year: collection amount 

2002 .................•............ , .... , ........... : ..•.......•. , ........ , ........... ,......... $732,000,000 
2003 · ................... :....................................................................... . $849,000,000 
2004 ......... , ........... ~ ........................ ,, ...... ; ....................... ; ................. :.11 .• 028,000, .. 000. 
2005 ., ............................................................................ :............ 1,220,000,000 
2006 .................................................................................. :........ 1,435,000,000 
2007 ... ; ............................ ; ......... :; ..... ;: ........... : ......................... ;.. .$881,000,000 
2008 .............. ; .......• ,. .................... , ...............•.............. , ................. , $892,000,000 

.20. 09 .......... : .................... : ........... ; .. ; .......... : •. :.":""'' ....................... ~ ...... $1,023,00. 0,000 
. 2010 ...................................... , ................................................... $1,161,000,000 
2011 .............................................. ; ....... :: ................................... $1,321,000,000 

"(2) BASELINE ESTIMATE OF THE AGGREGATE DOLLAR 
AMOUNT OF SALES.-The. baseline estimate 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 such 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 inserting 
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 suchfee shall be adjusted pursu­
ant to paragraph (5) or (6). 

"(3). 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 providing appropriations to the 
Commission; and · 

"(B) except as provided in paragraph (9), shall not 
be collected for any fiscal year except to the extent provided 
in advance in appropriation 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 the1 Treasury .. 

"(5) ANNUAL ADJUSTMENT.---,-For each of the fiscal years 
2003 through 2011, the Comm.ission 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 
likelyto produce aggregate fee collections under this subsection 
that are · equal to the target offsetting collection amount 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 (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. 

"(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-
"(i) 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 c0Uecti9n amount for each of the fiscal .. 
' years 2002 through 2011 is determined' according' to the 
follo'Vingtable: · · · .· · .. ·. . 

. .. , . · . 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 .''.'"'"": .... :;,'.;,; ... : .... : ........ : .... ; ... , ....... , ...• '..""".'"''''•'.'.'""""·'..' '.: '1214,000,,000 
·2008 .................................................................................... 234,000,000 
2009 ........ , ............... : .. :.:;, ....... ; .... , .......... : ..... : .... :................ 284,000,QOO 
20. 10 •".'''.'''"''"'.'';,,;,~·.'.''.'''."'";; .. :, ......... ,:···:················:·•"''.'.''''..'' · · .. $334,0QO,O·O·O 
2011 .................................................................................... $394,00Q,000 

'"(B) BASELINE ESTIMATE OF ;HE AGGREGAtE MAXIMUM '• ' 
OFFERING PRICES . .,.... The baseline estimate of the aggregate · 
maximum offering prices for any fiscal year is the baseline 
estirn:i;ite of the aggregate maximum: offeriµ.g price at whieh. 

·.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 STATEMEN',J,'S. . . . . . . 

·· Section 13(e) of the Securities Exchange Act of 1934 (15 U.S;C. 
78m(e)) is amended:...,:.. · . . · ·,. .· .· · · ·· · . . 
: ' (1) in paragraph (3), by striking "a fi~e of l/5o of J per 

. centum of the value of securitie.s proposed to be purchased" 
· and insert~ng · "a fee at a rate that, subjec:t to paragraphs 
' (5). a~~ (6), is equal to $92 per $1,000,000 of the value of 
. secuntles proposed to be purchased";· · ... · < . . 

(2) by insertipg after paragraph (3) the foll(jWin,g new para-
.· graphs: . · ·. . .. · ·. . . · · 

'' · .. ' '''(4) OFFSETTIN(} COLLECTIONS,_;_Fees collected pursuant to 
this subsection.for any fl.seal year shall·be ·deposited a:rid·cred­
itedas offsetting collections to the account providing appropria-

'. tions to the Comm~ssion, 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 ,ADJUSTMEN'I'..-For each of the fiscal years .. 
2003 through 2011, the Commission shall by order adjust the. 
rate req1J.ired by paragraph (3) for such· fiscal year· to a ri;ite · 
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 sµch fiscal year. .. . . . . 

. ,"(6) FINAL RATE ADJUSTMENT.--For fl.seal ;rear 2012 .:arid 
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 fisca,l years. ·. . .. · 

• ''(7) PRO RNI'A APPLICATION.~The rates per $1,000,000 
. re. qu. ired by. t. his subs. ect .. ion. s. hall· be applied. pr. o rata to amoun_ ts -

·. and balances ofless than $1,000,000. · . : 
"(8) REVIEW AND ]i:FFECTIVE J)ATE.-In exercfsing its 

authority under this · subaecti.on, the Commission· shall not be 
required io comply \\Tith the provi1:1iorts 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 su_bject to judicial review. Subject to paragraphs ( 4) . 
and(9~ . . . . . - · .· ·. ···. ····. . · .. 

·. "(A). an adjusteci 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 whieh a· regular 
appropriation to . the Commission for •such fiscal year. 

. .. is enact~d; and · . . · . 
· ·· "(B) art adjusted rate prescribed under paragraph (6) 

shall take effect on the later of- . · -
"(i) thefirst day offiscalyeat 2012; or ·· · - .. 
"(ii) ·five .days after the ciate on whieh a regular 

appropriatfon 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 Coin.mission has not· 
been enacted, . the ·· Commission· shall continue to collect fees 
(as of(sett'ing . collections) under. this S\lbsection at the rate 
in effect during ·the preceding. fiscal year, until 5 days after 
the date such a reguJar appropriation is enacted. ..· · 
· "(10) PuBLiCATION~_..,.The rate applicable under this sub­

section .for each fisce.l year is published pursuant to section 
6(b)(l0) of the Securities Act of 1933,". .· . 

.• SEC. 6. FEEs:gi~=~~~~~c~~~:c~=·STATEMENTS IN colt-'.. 

_, Secti.on l4(g) of the Securities.ExchangeA~t of19S4 (15 U.S.C. · · 
. 78n(g)) is amended_.:. . .·· ·.. · . . . . . . . · . 

.. . . (1) in paragraphs (1) and (3)1 by striking "a fee of 1/50 

-of 1 per. centum of" each place it appears and· inserting "a· 
fee_ .at a rate th.at, subject to paragraphs (5) and (6), is equal 

. to $92 per $1,000,000 of"'; .·· · ·· . . · -· 
· (2) by redesignating· paragraph (4) as paragraph (11); and 

(3)'by inserting after paragraph (3).the.following new para- . 
graphs· ·.· · ·. .· · ·• · ·.·... . . · · · 

·.. '1(4) OFFSETTING COLLECTIONS.-Fees collected pursuant to, 
this subsection for any fiscal year shall be deposited and cred" -
ited as offsetting collections·tothe account providing appropria-. 
tions to the Com,mission, 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 subsectio.n for fiscal year 2002 or any·.· 
succeeding fiscal_year shall be deposited_and credited.as general . 
revenue of the Treasury. . · ·· · . . . . .· · . · 

. '• "(5) ANNUAL ADJUSTME~T.-For each of the fiscal years . 
· ··. 2003 through 2011, t}ie Commission shall by order lidj\lst 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 
(3) 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 ofless 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 judicialreview. 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 Commission for such fiscal year 
is enacted; and · 
"(B) an adjusted rate prescribed under paragraph (6) 

shall take effect on the later of---< 
"(i) the first day of fiscal year 2012; or 
"(ii) five days after the da.te 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 rate applicable under this sub­
section for . each fiscal year is published pursuant to section 
6(b)(l0) ofthe Securities Act ofl933.". · · 

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. ~ 

(a) COMMISSION DEMONSTRATION PROJECT.-'---Subpart G of part 
III of title 5, United States Code, is amended by adding at the 
end the following: 
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"CHAPTER 48--AGENCY PERSONNEL DEMONSTRATION 
PROJECT. 

"Sec. 
"4801. Nonapplicability of chapter 47. 

· "4802. Securities and Exchange Commission. 

''§ 4801. Nonapplicability of chapter 47 . 
"Chapter .47 shall not apply to this chapter~ 

"§ 4802. Securities and Exchange Commission 
"(a)ln this section, the term 'Commission' means the Securities 

and Exchange Commission; 
"(b) The Commission may appoint and fix the compensation 

of such officers; attorneys, economists, examiners, . and other 
employees as 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.O. 78c). 

"(c) Rates of basic pay for all employees of the Commission 
maybe set and adjusted by the Commission without regard to 
the provisions of chapter 51 or subchapter III 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 with the Office of Personnel 
Management inthe implementation ofthis.section. · 
· "(f) This section shall be administered consistent with 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) IM~LEMENTATION PLAN AND REPORT.~ 
(1) IMPLEMENTATION PLAN.-

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

(B) JNCLUSION 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. 

(2) IMPLEMENTATION REPORT.-
(A) IN GENERAL.-Before implementing the plan devel­

oped under paragraph (l)f 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 
includ~ 

(i) evidence and supporting documentation justi­
.' fying the plan; and 

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

(d) TECHNICAL AND CONFORMING AMENDMENTS.-
(!) AMENDMENTS TO TITLE 5, UNITED STATES CODE.-

(A) The table of chapters for part III of title 5, United 
States Code, is amended by adding at the end of subpart 
C the following: · 

"48. Agericy Personnel Demonstration Project ..................... ; ...... ;................. 4801.". 

(B) Section 3132(a)(l) of title 5, United States Code, 
is amended,...-

(i) in subparagraph (C), by striking '"or" after the 
semicolon; 

(ii) in subparagraph (D), by inserting "or" after 
the semicolon; and 

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

amended--, 
(i) in paragraph (2), by striking "oi'' after the semi-

colon; · 
· (ii) in paragraph (3}, by striking the period and 

inserting"; or"; and· 
(iii) by adding at the end the following: 

"(4) 13ection 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 appoint and compensate officers, attorneys, economists, 
examiners, and other employees in accordance with section 
4802 of title 5, United States Code, 

' "(2) REPORTING OF INFORMATION.-In establishing and 
adjusting 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 U.S.C. 1833b) and Congress of 
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such compensation . and benefits and shall seek to maintain 
comparability 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.G, 1833b) is amended by striking "the Thrift 
Depositor Protection Oversight Board of the Resolution Trust 
Corporation". 

· SEC. 9. STUDY OF THE EFFECT OF FEE REDUCTIONS. 

(a) STuDY.~The. Office of Economic Analysis of the Securities 
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 this Act are passed on to 
investors. · 

(b) FACTORS FOR CONSIDERATION.-::-ln conducting the study 
under subsection (a), the Office shall-

(1) consider the various elements of the securities industry 
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· companies, retirement pro-
grams, and others; . 

)2) consider the impact on different types of investors, 
such as individual equity holders; individual investment com­
pany shareholders, businesses, and other types of investors; 

(3) include in the interpretation of the term "investor" 
shareholders of entities subject to the fee reductions; and · 
.· ( 4) consider the economic benefits to investors flowing from 
the fee reductions to include such factors as market efficiency, 
expansion of investment opportunities, and enhanced liquidity 
and capital formation. · · · · 
(c) REPORT TO CONGRESS.-Not later thart 2 years after the 

date ofthe enactment .of this Act, the Securities and Exchange 
Commission shall submit to the Congress the report prepared by 
the 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, including 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 bywhichthe conversion 
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 



.---- .: . 

. ' : ~ . - ' ' 

'>·. 
,' ,:· 

... 

H.R.1088-12-... ' -... . .. "' . . . - - . .· 

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 ·o-oveniment 
Reform of ·the House of Representatives and .·the Committees -on 

·· Banking, Housing, and Urban Affairs and Governmental Affairs .. 
0f the Senate a· report on the study required by subsection (a) · 
no later than 180 d'ys after the date of the· enactment of this 

. Act. . . _ .. .- _.· ... ·.· . . . . •.. .· .·· . ·. 
(c) · DEFINITION;,......;For the purposes of this s~ctiori, the term -

"self-funded basis" means that-·.· .. · -- . . . ·- . . -
· ·_ (1) an agency is authorized .to d,eposit the receipts 9f 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 moniei;, and are available for the 

·- salaries · and other expenses of· the ComiilissiOn 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 withput regard to . 
the provisions of other laws.applicable to officers and.employees 
of the United States.· · · -

SEC. ii. EFFECTIVE DATES; 

(a) IN GENERAL.,......;Exc~pt as provided in subsections (b) and 
(c), the amendments made-by this Act shall take effect on October 
1, 2001. -· . . . ·. . - . . . - -

. (b) IMMEDIATE TRANSACTION FEE REDUCTIONS.-The amend- -.• 
ments made by section 2 shall take effect on the later of_;; ·• · 

· (l)the first day of fiscal year 2002; or· ... - ·.. . ··--_ · 
. (2) thirty days .after the date ori which a regular appropria-

__ tion to the Commission for such fisc,al year is _enacted. _ . 
. . . (c) ADDITIONAL EXCEPTIONS,.;_;,The authorities provj.ded by sec­
tion 6(b)(9) . of the Se~urities Act of 1933 and sections .13(e)(9), 

14(g)(9), ~nd 31(k) of the Securitie.s :Exchange {\.ct of 1934, as 
so designated by this Act, shall not apply until Qctober 1, 2002. -

. . . ,.. , .. -, . . . . .... . 

'·-

. ···· Speaker. of.the Ifouiie of Rf!presentatives. · ... -.. . '!. . 

·Vice President of the United States and . _ 
· · · - · - · -~resident of the Senate. 

- _ ... 

·· .... t -· -

i 
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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 1ates 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 ofManagement·and Budget 

Securities and Exchange Commission 
Department of the Treasury 
Office of Persom1el Management 

Discussion 

Approval 

Approval 
No objection (Informally) · 
No objection (Informally) 

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 1I1 OOth 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 l/50th of 1 percent were to be credited as offsetting collections for SEC appropriations. 



The National Securities Markets Improvement Ad 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 begim1ing 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 millioi1 for FY 2004; $1,220 million for FY 2005; 
$1,435 111illionfor 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 201 L These fees 
would equal ap:Rroximately $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 FY2007; $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. 
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Merger/Tender Fees. Currently, companies paythese fees at a rate equal to $200 per 
$1 million of the value ofsecurities 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. 

I 

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 FY2006. ·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 qualificati~n 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 Adniinistration, 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 aJong to investors and submit a report on such study to Congress within 
two years of enactment. The enrolled bill would also require the <;Jeneral 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. 
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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 $13 3 million 
for FY 2002, $3.0 billion for FYs 2002-2006, and $6.1 billion forFYs 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 provisions, if ''appropriately funded," will help . 

. respond to the Commission's "staffing crisis" ofrecent years, 

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

Enclosures 

-4-

Mitchell E. Daniels,Jr. 
Director 



EXECUTIVE OFFICE OF THE ,PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 . . . 
. .· :· ·: ·.... . 

l"HE Di RECTOR .. Jaii;u~ry l, 2002 

MEMORANDUM FOR THE PRESIDENT. 

SUBJECT: Enrolled Bill H.R 1088 '"Investor and CapitalMarkets Fee Relief Act, 
Sponsors - Rep. Fossella (R) New Yorkand 45 cosponsors · .. 

· Last Day for Action 
·. ·. .. ' 

January 16, 2002 - Wednesday 

Pru;pose. 
- .,. .- •• ··,, :. :: •• • • • • ·:_. • • • c 

·.···Reduces the rates Offees charged by the Securitie~ and Exchange Commission(SEC). for 
securities transactions, and eliminates the general revenue component of such fees; also 
establishes for employees of the SEC pay parl.tywith other financial regulatory agencies:. 

;' ·. ) . . 

. · .. Agency Recommendations 

· Office of Management ~d Budget 

· Securities and Exchange Commission 
·Department of the Treasury 
bffice of Personnel Management ... 

·.Discussion 

·.Approval 

Approval · · .. • .. · .. ··.· · 
No objection (Informally) 

. No objection (Informally) 

.. .. Background. Section 31 of the Securities Act of 1933 {the Act) imposed fees ori .· . . .·. 
transactions of exchange-traded securities at a rate equal to l/500th of l percent of the aggregate . 

. ~ount of sales. These fees were all to ~e collected as general revenue. The rate was increased 
in 1965 to 1/300th ofl percent Section 6(b) of the Act imposed fe~s ontheregistrationof 
securities at a rate equal to 1/1 OOth 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 ExchangeAct Amendments imposed fees on merg~rs,proxy· 
· solicitations, and other activities at a rate ofl/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 I/29th of 1 percent and all fees collected in · 
excess of 1/SOth of1 percent were to be credited as offsetting. collections for SECappropriations. 



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. Theenrolled 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 3 J)Fees. These fees are collected when.securities are sold .. The 
fees are intended .to cover costs to th.e governrhent 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 begim1ing 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 millionfor FY 2003; $1,028 million for FY 2004; $1,220 million for FY2005; 
$1,435 million for FY 2006; $881 million forFY 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 $I 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 FY2011 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 $23 9 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 $200 per$ l 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 
begi1ming of each fiscal year so tlw.t all transaction fees collected in that fiscal yearequal 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 millionfor FY 2004; $570 million for FY 2005; $689 million 
for FY 2006; $214 million for FY 2007; $234 million for FY 2008; $~84millionfor FY2009; 

· $334 million for FY 2010; and $394 million for FY 2011, with a final rate adjustment in 
FY 2012 as with transaction fees above. 
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, · 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 setthese 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 emolled 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 FY2006. They would be recorded as offsetting collections. After 
FY 2006, the fee would be further reducedtd equal $0.0042 per transaction. In addition, the· 

. $100 fee for qualification of certain indentures under the Trustlndenture Act of 1939 would be 
eliminated. . 

"Pay Parity" for SEC Employees. RR. 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 ofthe 
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 benefiJs .of fee 
reductions are passed along to investors and submit a report on such study to Congress within 
two years ofenactment. The emolled 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 reduc~ion 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 govermnent-wide personnel laws adversely affects 
the portability of Federal employees and fragments personnel systems. . 
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Pay-As-You~Go Scoring 

H.R. 1088 would affect receipt~ 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 ·FY s2002~2011. (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 2002·201 l. In scoring the. 
revenue eff~ct of the legislation, these additional fees are not counted because their.coUection 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" fot 
the SEC. The SEC states that the pay parity provisions, if "appropriately funded," will help 
respond to the Commission's "staffing crisis" ofrecent years. 

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. 

Enclosures 

-4-

Mitchell E. Daniels, Jr. 
Director 
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SS/RM NO. 505304 

WHITE HOUSE STAFFING MEMORANDUM 

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

Subject: H.R.1088, INVESTOR 1AND CAPITAL MARKETS FEE RELIEF ACT 

. ACTION FYI ACTION FYI 

. VICE PRESIDENT • ~ D HUBB,ARD ~ D 

·CARD ~ D HUGI-I ES " D 

BLAKEMAN D D IRASTORZA D D 

BOLTEN "' D JOHNSON D D 

CALIO ~ D LINDSEY Ir' D 

. CONNAUGHTON ·D D MIERS D ~ 

'DANIELS D .~ RICE D D 
,-

FLEISCHER ~ D RIDGE D D 

GERSON D D ROVE: ~· D 
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PLEASE SEND REMARKS TO STAFF SECRETARY, EXT. 62702, FAX 62215, NO LATER THAN 
4:00 PM TUESDAY, 1-8~02. THANK YO.LI. 
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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 Exchange Commission (SEC) fol" 
securities transactions, arid 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 

Securities and Exchange Commission 
Department of the Treasury 
Office of Personnel Management 

Discussion 

Approval 

Approval 
No objection (Informally) 
No objection (Informally) 

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 l percent of the aggregate 
amount of sales. These fees were all to be collected asgerieral 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 111 OOth of 1 percent of the offering price. These fees were also 
collected as general revenue. This rate was increased in 1965 to l/50th of 1 percent. 

The 1983 Securities Exchange Act Amendments imposedfees on mergers, proxy 
solicitations, and other activities at a rate of 1/50th of1 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 increasedto 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 ofrnnningthe SEC. (Due to surges inmarket activity in the 
last Jew 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 
wouldreduce these three SEC-imposed fees and eliminate the portion of fee collections recorded 
as general revenues. The emolled bill would continue to allow fees collected 1n 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 (off setting 
collections), and brokersand dealers (general revenues}through FY 2006. After FY 2006, the 
rate is setto decrease to $12.50 per $1 million in transactions. H.R. 1088 would reducethe fee to 
$15 per $1 millio_n 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 ofthe fees would be recorded as 
offsetting collections. The emolled 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.PY 2005; 
$1,435 million for FY 2006; $881 million for FY 2007; $892 million for FY2008; $1,023 
million for FY 2009; $1, 161 million for FY 201 O; and $1,321 million for FY 2011. These fees 
would equal approximately $12 per $1 ·million in transactions through FY 2006. After 
FY2006, 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 'ii · 

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 $23 9 per $1 inillion of the maximum aggregate price of the securities, and 
will phase down to $200 per $1 million in FY2006. 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. AfterFY 2002, the SEC would set one transaction fee for an 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 .PY 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 transactiqn fees above. 
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Merger/Tender Fees. Currently, companies pay these fees at a rate equal to $200 per 
$1 million ofthe 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 'YOuld set these fees at $92 per$1 million 
in FY 2002. Thereafter, they would be adjusted fo match the registration fee rate and they would 
be recorded as offsetting collections. 

. Other fees. Under the enrolled bill, fees on security futures transactions andtran~actions 
on options on security futures (excluding narrow-based security indices) would be reducyd from 
$0.02 to $0.00~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 193 9 would be 
eliminated. 

"Pay Parity" for SEC Employees. RR. 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 CreditUnion Administration, the Federal Housing 

· Finance Board, tl)e 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 Governrnent Reform Corrirriittees and the Senate Banking and Governrnental 
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. 1088would 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 impactand 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 Governrnental Affairs 
Committees. 

Administration Position to Date 

The Administration. strongly supported the fee reduction provisions of H.R. 108 8,. 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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PciV~As-Y ou-Oo Scoring •· 
' ' 

H.R. 1088 would affect receipts and. direct ~pending; therefore it is subjectto the 
· ... ;. . pay-as-you~go requirements of the BudgetEriforcep:ient Act. OMB staff estimate thatthe 

reduction in fees would reduce revenues by .$1.1 b.illion in FY 2002, $8.0 billion over FYs 12002-
2006, and $13 .3 billion over FY s 2002-2011. (These arriounts are .pet 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· . 

. ·genera.I 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 $13Jmillion 

fox_ FY 2002, $3.0 billion for FYs 20Q2-:-2006, and $6J billion for FYs 2002.:2011. ln scoring the 
revenue effect of .the legislation, these additional fees. are not counted because their collection is 

· triggered by subsequent appropriations action. . . · · 

. C~nclusionand Recommendations 

.. The. Securities and Exchange Commission recommends approval ofH.R. 1088 because it 
·. · will"provide rneaningfol:securities fee relief to the nation's.investors, those ·seeking to raise 

capital, and marketparticipants, while'assurin~ a full and stable 1o11g:-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" ofrecent years. -. 

. .We join the SEC in recommending approval ofH.R, 1088, which pas~ed the House by a 
vote of 404-22 and the Senate by unanimous consent. . · . 

' ' ' 

Mitchell E. Daniels, Jr. 
Director · . 

Enclosures 

·A-
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G.ERSON D D .. ROVE ··~.· D . ,,, 
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EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE. OF MANAGEMENT AND BUDGET 

WASHINGTON, D.C. 20503 

THE DIRECTOR January 7, 2002 

MEMORANDUM FOR THEPRESIDENT 

SUBJECT: Enrolled Bill H.R 1088 - Investor and Capital Markets Fee Relief Act · 
Sponsors -Rep. Fossella (R) New York and45 cosponsors 

Last Day for Acti~n 

January 16, 2002 - Wednesday 

Purpose 

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

Agency Recommendations 

Office of Management and Budget 

Securities and Exchange· Commission 
Department of the Treasury 
Office of Personnel Management 

Discussion 

Approval 

Approval 
No objection (Informally) 
No objection (Informally) 

. . \ . . 

Background. Section31 of the Securities Act of1933 (the Act) imposed fee~ 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 ofl percent. Section 6(b) of the Act imposed fees on the registration of 
securities at a rate equ.alto 111 OOth of 1 percent of the offering price. These fees wer~ also 
collected as general revenue. This rate was increased in1965 to l/50th of 1 percent. 

The 1983 Secl.irities 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 appropriati.ons 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 ofl percent were to be credited as offsetting collections for SEC appropriatio~s. 



The National Securities Markets Improvement Act of 1996 (NSMIA) reduced the fees to 
their current levels (specifics described below)· in an effo~rt, based on projections of securities · 
market activities tliat total fee collections would fall, to allow the SEC to collect only enough 
fees to approximately equal the .cost of nmning 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. 

, h 

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 coUected in excess of 
amounts needed to fundthe 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 setthese amounts as follows: $732 million for 
FY 2002; $849 million for FY 2003; $1,028 million for FY 2004; $1,220million for FY 2005; 
$1,435 million for FY 2006; $881 million for FY2007; $892 million for FY 2008; $1,023 
million for FY 2009; $1,161 millionfor 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 $23 9 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. AfterFY 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 tlie fees would be recorded as offsetting 
collectio11s. 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. 
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Merger/Tender Fees. Currently, companies pay t11ese 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 reeorded as offsetting collections. 

Other fees. Under the enrolled bill, fees-on security futures transactions and transactions 
oh 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 193 9 would be 
eliminated. 

"Pay Paritv" 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 Housi!}.g 
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 imple:rhentthe authority, the 
SEC would have todevelop 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. 



... 

Pav-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 Enforceme~t Aet. OMB staff estimate that the 
reduction in fees would reduce revenues by $1.1 billion in FY 2002, $8.0 billion over FY s 2002-
2006, and $13 .3 billion over FY s 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 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 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 provisions, if "appropriately funded," will help 
respond to the Commission's "staffing crisis" ofrecent years. 

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

Enclosures 

J 
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Mitchell E. Daniels, Jr. 
Director 
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SS/ RM NO. 505304 

WIDTE 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 PRESIDENT r/ D HUBBARD..,,.. -~ D 

CARD ~ .o HUGHIES f1' D 
-

BLAKEMAN D D IRASTORZA D D 

BOLTEN ~ D JOHNSON D D 

CALIO ~ ·D LINDSEY Ir' D 

CONNAUGHTON D D MIERS D ~ 

DANIELS D r/ RICE D D 

FLEISCHER ·~ D RIDGE: D D 

GERSON D Cl ROVE~ ~ o. 
GONZALES ·~ D SPELLINGS 

lit' . D 

HAGIN D D· CLER.K D 

HAWKINS ii D D D 

REMARKS: 
PLEASE SEND REMARKS TO STAFF SECRETARY, EXT. 62702, FAX, 62215, NO LATER THAN 
4:00 PM TUESDAY, 1-8-02. THANK YOU. 
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SS/RM NO. 505304 

WHITE HOUSE STAFFING MEMORANDUM 

Date: 1~7-02 ' ACTION I 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 .,-/ D HUBBARD -~ D 

CARD 
., 

D ·HUGHES rl D 

BLAKEMAN D D IRASTORZA D D 

BOLTEN fA'.· D JOHNSON D D 

CALIO lit' D LINDSEY llir' D 

CONNAUGHTON D D MIERS D IM-'. 

DANIELS D w" ··RICE D D 

FLEISCHER ir· D RIDGE D D 

GERSON D D ROVE ~ D 

GONZALES ~· D SPELLINGS ~ D 

HAGIN D D ·. CLERK D 

HAWKINS ~ D D D 

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

RESPONSE: 

Harriet E. Miers 
Assistant to the President 

and Staff Secretary 
Ext. 62702 
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EXECUTIVE OFFICE OF THE PRESIDENT 
' ' 

OFFICE OF MANA.GEMENT AND BUDGET 

WASHINGTON, D.C .. 20503 

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 and45 cosponsors 

Last·Day for•Action 

January 16, 2002 - Wednesday • 

Purpose 

Reducesthera.tes of fees charged by the Securiti~s and E~change Coinnllss1on(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 agenci.es. 

. . : . ' . . . . 
I .·· 

.··Agency Recommendations 

Office of Management and Budget 
~ .· . . .· . . . . 

Securities and Exchange Commission 
· · Department of the Treasury 

Office of Personnel ManageII1ent 

Discussion · 
. . ·. , . 

.. ApprovaJ. 

'Approval· 
No objectio:n(Informally) · 
No objection (Informally) 

Backgrolind. Section 31 of the Securitie~Act of1933 (the Act) imposed fees on 
transactions of excharige-tn1ded securities ata 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 
inJ965 to 1/300th of 1 percent Section 6(b) ofthe Act imposed fees on the registration of 
securities at a rate equ,al to lll OOth of 1 percent of the offering price. These fees were· also 
collected as general re~emie. This rate was increased in 1965 to 1/50th of !percent. 

. The 1983 Securities Exchange Act Amendments impo~ed fees on mergers, proxy . . 
solicitations, and.other activities ata rate of 1/50th of lpercerit ofthe 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 I/29th of l percentand all fees collected in 

· excess of 1/50th of 1 percent were to be credited as offsetting collections for SE:C 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 ~he 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 setto 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 wou.ld 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 FY2007; $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 equalapproximately $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 paidby companies at the time of filing a 
registration for securitiesthat 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 .inillion. Fees in excess of$200 per $1 million are counted as offsetting collections, 
and the remainder are collecJed 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 amcrnnt. All of the fees would be recorded as offsetting 

. collections. The enrolled bill would set these amoimts 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. 
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Merger/Tender Fees. Currently, companies pay these fees at a rate equal to $200 per 
$I 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 furtherreduced 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 wol.lld authorize the SEC to adjust the base 
rates of pay and other benefits for all of its employees to be comparableto 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, Jhe 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, inclucling: eyidence 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 GeneraLAccounting Office to 
study the impact and. consequerices ·of converting the SEC to a self~fonded 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 ofH.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 personnelsystems . 

.., 
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Pav-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. l billion in FY 2002, $8.0 billion over FY s 2002-
2006, and $13.3 billion over FY.s ~002-2011. (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.l 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 provisions, if "appropriately funded," will help 
respond to the Commission's "staffing crisis" ofrecent years. 

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. 

Enclosures 

~4-

Mitchell E. Daniels, Jr. 
Director 
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