AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

REPT. 115-153
Part 1

115TH CONGRESS

1st Session } HOUSE OF REPRESENTATIVES {

FINANCIAL CHOICE ACT OF 2010

REPORT

OF THE

COMMITTEE ON FINANCIAL SERVICES

TOGETHER WITH

MINORITY VIEWS

[TO ACCOMPANY H.R. 10]

BOOK 1 OF 2

May 25, 2017.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed




FINANCIAL CHOICE ACT OF 2010
(Book 1 of 2)



REPT. 115-153
Part 1

115TH CONGRESS

1st Session } HOUSE OF REPRESENTATIVES {

FINANCIAL CHOICE ACT OF 2010

REPORT

OF THE

COMMITTEE ON FINANCIAL SERVICES

TOGETHER WITH

MINORITY VIEWS

[TO ACCOMPANY H.R. 10]

BOOK 1 OF 2

May 25, 2017.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

U.S. GOVERNMENT PUBLISHING OFFICE
25-561 WASHINGTON : 2017







REPT. 115-153

115TH CONGRESS
HOUSE OF REPRESENTATIVES Part 1

1st Session

FINANCIAL CHOICE ACT OF 2010

May 25, 2017.—Committed to the Committee of the Whole House on the State of
the Union and ordered to be printed

Mr. HENSARLING, from the Committee on Financial Services,
submitted the following

REPORT
together with

MINORITY VIEWS

[To accompany H.R. 10]

[Including cost estimate of the Congressional Budget Office]

The Committee on Financial Service, to whom was referred the
bill (H.R. 10) to create hope and opportunity for investors, con-
sumers, and entrepreneurs by ending bailouts and Too Big to Fail,
holding Washington and Wall Street accountable, eliminating red
tape to increase access to capital and credit, and repealing the pro-
visions of the Dodd-Frank Act that make America less prosperous,
less stable, and less free, and for other purposes, having considered
the same, report favorably thereon with an amendment and rec-
ommend that the bill as amended do pass.

The amendment is as follows:

Strike all after the enacting clause and insert the following:
SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as the “Financial CHOICE Act of 2017”.
(b) TABLE OF CONTENTS.—The table of contents for this Act is as follows:

Sec. 1. Short title; table of contents.
TITLE I—ENDING “TOO BIG TO FAIL” AND BANK BAILOUTS

Subtitle A—Repeal of the Orderly Liquidation Authority
Sec. 111. Repeal of the orderly liquidation authority.

Subtitle B—Financial Institution Bankruptcy

Sec. 121. General provisions relating to covered financial corporations.
Sec. 122. Liquidation, reorganization, or recapitalization of a covered financial corporation.
Sec. 123. Amendments to title 28, United States Code.
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Subtitle C—Ending Government Guarantees

Sec. 131. Repeal of obligation guarantee program.
Sec. 132. Repeal of systemic risk determination in resolutions.
Sec. 133. Restrictions on use of the Exchange Stabilization Fund.

Subtitle D—Eliminating Financial Market Utility Designations
Sec. 141. Repeal of title VIII.
Subtitle E—Reform of the Financial Stability Act of 2010

Sec. 151. Repeal and modification of provisions of the Financial Stability Act of 2010.
Sec. 152. Operational risk capital requirements for banking organizations.

TITLE II—-DEMANDING ACCOUNTABILITY FROM WALL STREET
Subtitle A—SEC Penalties Modernization

Sec. 211. Enhancement of civil penalties for securities laws violations.

Sec. 212. Updated civil money penalties of Public Company Accounting Oversight Board.

Sec. 213. Updated civil money penalty for controlling persons in connection with insider trading.
Sec. 214. Update of certain other penalties.

Sec. 215. Monetary sanctions to be used for the relief of victims.

Sec. 216. GAO report on use of civil money penalty authority by Commission.

Subtitle B—FIRREA Penalties Modernization

Sec. 221. Increase of civil and criminal penalties originally established in the Financial Institutions Reform, Re-
covery, and Enforcement Act of 1989.

TITLE III—DEMANDING ACCOUNTABILITY FROM FINANCIAL REGULATORS AND DEVOLVING
POWER AWAY FROM WASHINGTON

Subtitle A—Cost-Benefit Analyses

Sec. 311. Definitions.

Sec. 312. Required regulatory analysis.

Sec. 313. Rule of construction.

Sec. 314. Public availability of data and regulatory analysis.
Sec. 315. Five-year regulatory impact analysis.

Sec. 316. Retrospective review of existing rules.

Sec. 317. Judicial review.

Sec. 318. Chief Economists Council.

Sec. 319. Conforming amendments.

Sec. 320. Other regulatory entities.

Sec. 321. Avoidance of duplicative or unnecessary analyses.

Subtitle B—Congressional Review of Federal Financial Agency Rulemaking

Sec. 331. Congressional review.

Sec. 332. Congressional approval procedure for major rules.

Sec. 333. Congressional disapproval procedure for nonmajor rules.

Sec. 334. Definitions.

Sec. 335. Judicial review.

Sec. 336. Effective date of certain rules.

Sec. 337. Budgetary effects of rules subject to section 332 of the Financial CHOICE Act of 2017.

Subtitle C—Judicial Review of Agency Actions
Sec. 341. Scope of judicial review of agency actions.
Subtitle D—Leadership of Financial Regulators

Sec. 351. Federal Deposit Insurance Corporation.
Sec. 352. Federal Housing Finance Agency.

Subtitle E—Congressional Oversight of Appropriations

Sec. 361. Bringing the Federal Deposit Insurance Corporation into the appropriations process.

Sec. 362. Bringing the Federal Housing Finance Agency into the appropriations process.

Sec. 363. Bringing the National Credit Union Administration into the appropriations process.

Sec. 364. Bringing the Office of the Comptroller of the Currency into the appropriations process.

Sec. 365. Bringing the non-monetary policy related functions of the Board of Governors of the Federal Reserve
System 1into the appropriations process.

Subtitle F—International Processes
Sec. 371. Requirements for international processes.
Subtitle G—Unfunded Mandates Reform

Sec. 381. Definitions.

Sec. 382. Statements to accompany significant regulatory actions.

Sec. 383. Small government agency plan.

Sec. 384. State, local, and tribal government and private sector input.
Sec. 385. Least burdensome option or explanation required.

Sec. 386. Assistance to the Office of Information and Regulatory Affairs.
Sec. 387. Office of Information and Regulatory Affairs responsibilities.
Sec. 388. Judicial review.

Subtitle H—Enforcement Coordination
Sec. 391. Policies to minimize duplication of enforcement efforts.
Subtitle I—Penalties for Unauthorized Disclosures

Sec. 392. Criminal penalty for unauthorized disclosures.
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Subtitle II—Stop Settlement Slush Funds

Limitation on donations made pursuant to settlement agreements to which certain departments or
agencies are a party.

TITLE IV—UNLEASHING OPPORTUNITIES FOR SMALL BUSINESSES, INNOVATORS, AND JOB
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491.
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493.

. 496.

. 497.

CREATORS BY FACILITATING CAPITAL FORMATION

Subtitle A—Small Business Mergers, Acquisitions, Sales, and Brokerage Simplification

Registration exemption for merger and acquisition brokers.
Effective date.

Subtitle B—Encouraging Employee Ownership
Increased threshold for disclosures relating to compensatory benefit plans.

Subtitle C—Small Company Disclosure Simplification

. Exemption from XBRL requirements for emerging growth companies and other smaller companies.
. Analysis by the SEC.

. Report to Congress.

. Definitions.

Subtitle D—Securities and Exchange Commission Overpayment Credit

. Refunding or crediting overpayment of section 31 fees.

Subtitle E—Fair Access to Investment Research
Safe harbor for investment fund research.
Subtitle F—Accelerating Access to Capital
Expanded eligibility for use of Form S-3.
Subtitle G—Enhancing the RAISE Act
Certain accredited investor transactions.
Subtitle H—Small Business Credit Availability

Business development company ownership of securities of investment advisers and certain financial
companies.

Expanding access to capital for business development companies.

Parity for business development companies regarding offering and proxy rules.

Subtitle [—Fostering Innovation
Temporary exemption for low-revenue issuers.
Subtitle J—Small Business Capital Formation Enhancement
Annual review of government-business forum on capital formation.
Subtitle K—Helping Angels Lead Our Startups

Definition of angel investor group.
Clarification of general solicitation.

Subtitle L—Main Street Growth
Venture exchanges.
Subtitle M—Micro Offering Safe Harbor

Exemptions for micro-offerings.

Subtitle N—Private Placement Improvement
Revisions to SEC Regulation D.

Subtitle O—Supporting America’s Innovators
Investor limitation for qualifying venture capital funds.

Subtitle P—Fix Crowdfunding

Crowdfunding exemption.
Exclusion of crowdfunding investors from shareholder cap.

Treatment of funding portals.

Subtitle Q—Corporate Governance Reform and Transparency

Definitions.
Registration of proxy advisory firms.
Commission annual report.

Subtitle R—Senior Safe
Immunity.
Training required.
Relationship to State law.
Subtitle S—National Securities Exchange Regulatory Parity
Application of exemption.
Subtitle T—Private Company Flexibility and Growth
Shareholder threshold for registration.
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Subtitle U—Small Company Capital Formation Enhancements
Sec. 498. JOBS Act-related exemption.
Subtitle V—Encouraging Public Offerings
Sec. 499. Expanding testing the waters and confidential submissions.
TITLE V—REGULATORY RELIEF FOR MAIN STREET AND COMMUNITY FINANCIAL INSTITUTIONS
Subtitle A—Preserving Access to Manufactured Housing

Sec. 501. Mortgage originator definition.
Sec. 502. High-Cost mortgage definition.

Subtitle B—Mortgage Choice
Sec. 506. Definition of points and fees.
Subtitle C—Financial Institution Customer Protection

Sec. 511. Requirements for deposit account termination requests and orders.
Sec. 512. Amendments to the Financial Institutions Reform, Recovery, and Enforcement Act of 1989.

Subtitle D—Portfolio Lending and Mortgage Access
Sec. 516. Safe harbor for certain loans held on portfolio.
Subtitle E—Application of the Expedited Funds Availability Act
Sec. 521. Application of the Expedited Funds Availability Act.
Subtitle F—Small Bank Holding Company Policy Statement

Sec. 526. Changes required to small bank holding company policy statement on assessment of financial and
managerial factors.

Subtitle G—Community Institution Mortgage Relief

Sec. 531. Community financial institution mortgage relief.
Subtitle H—Financial Institutions Examination Fairness and Reform
Sec. 536. Timeliness of examination reports.
Subtitle I—National Credit Union Administration Budget Transparency
Sec. 541. Budget transparency for the NCUA.
Subtitle J—Taking Account of Institutions With Low Operation Risk
Sec. 546. Regulations appropriate to business models.
Subtitle K—Federal Savings Association Charter Flexibility
Sec. 551. Option for Federal savings associations to operate as a covered savings association.
Subtitle L—SAFE Transitional Licensing
Sec. 556. Eliminating barriers to jobs for loan originators.
Subtitle M—Right to Lend
Sec. 561. Small business loan data collection requirement.
Subtitle N—Community Bank Reporting Relief
Sec. 566. Short form call report.
Subtitle O—Homeowner Information Privacy Protection

Sec. 571. Study regarding privacy of information collected under the Home Mortgage Disclosure Act of 1975.

Subtitle P—Home Mortgage Disclosure Adjustment
Sec. 576. Depository institutions subject to maintenance of records and disclosure requirements.

Subtitle Q—Protecting Consumers’ Access to Credit
Sec. 581. Rate of interest after transfer of loan.

Subtitle R—NCUA Overhead Transparency
Sec. 586. Fund transparency.
Subtitle S—Housing Opportunities Made Easier

Sec. 591. Clarification of donated services to non-profits.

TITLE VI—-REGULATORY RELIEF FOR STRONGLY CAPITALIZED, WELL MANAGED BANKING
ORGANIZATIONS

Sec. 601. Capital election.

Sec. 602. Regulatory relief.

Sec. 603. Contingent capital study.

Sec. 604. Study on altering the current prompt corrective action rules.
Sec. 605. Definitions.

TITLE VII-EMPOWERING AMERICANS TO ACHIEVE FINANCIAL INDEPENDENCE

Subtitle A—Separation of Powers and Liberty Enhancements

Sec. 711. Consumer Law Enforcement Agency.
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Authority of the Office of Information and Regulatory Affairs.

Bringing the Agency into the regular appropriations process.

Consumer Law Enforcement Agency Inspector General Reform.

Private parties authorized to compel the Agency to seek sanctions by filing civil actions; Adjudications
deemed actions.

Civil investigative demands to be appealed to courts.

No deference to Agency interpretation.

Subtitle B—Administrative Enhancements

. Advisory opinions.

. Reform of Consumer Financial Civil Penalty Fund.
. Agency pay fairness.

. Elimination of market monitoring functions.

. Reforms to mandatory functional units.

. Repeal of mandatory advisory board.

. Elimination of supervision authority.

. Transfer of old OTS building from OCC to GSA.

. Limitation on Agency authority.

Subtitle C—Policy Enhancements

Consumer right to financial privacy.

Repeal of Council authority to set aside Agency rules and requirement of safety and soundness consid-
erations when issuing rules.

Removal of authority to regulate small-dollar credit.

Reforming indirect auto financing guidance.

Prohibition of Government price controls for payment card transactions.

X . Removal of Agency UDAAP authority.
. 737.
. 738.

Preservation of UDAP authority for Federal banking regulators.
Repeal of authority to restrict arbitration.

TITLE VIII—CAPITAL MARKETS IMPROVEMENTS
Subtitle A—SEC Reform, Restructuring, and Accountability

Authorization of appropriations.
Report on unobligated appropriations.
SEC Reserve Fund abolished.

Commission relocation funding prohibition.
Implementation of recommendations.

Office of Municipal Securities to report to the Division of Trading and Markets.
Independence of Commission Ombudsman.

Duties of Investor Advocate.

Elimination of exemption of Small Business Capital Formation Advisory Committee from Federal Ad-
visory Committee Act.

Internal risk controls.

Applicability of notice and comment requirements of the Administrative Procedure Act to guidance
voted on by the Commission.

Limitation on pilot programs.

Procedure for obtaining certain intellectual property.

Enforcement Ombudsman.
Adequate notice.

Process to permit recipient of Wells notification to appear before Commission staff in-person.
Publication of enforcement manual.

Private parties authorized to compel the Securities and Exchange Commission to seek sanctions by
filing civil actions.

Certain findings required to approve civil money penalties against issuers.

Subpoena duration and renewal.
Elimination of automatic disqualifications.

X . Denial of award to culpable whistleblowers.
. 829.
. 830.
X . Complaint and burden of proof requirements for certain actions for breach of fiduciary duty.
. 832.
. 833.
. 834.

Confidentiality of records obtained from foreign securities and law enforcement authorities.
Clarification of authority to impose sanctions on persons associated with a broker or dealer.

Congressional access to information held by the Public Company Accounting Oversight Board.
Abolishing Investor Advisory Group.

Repeal of requirement for Public Company Accounting Oversight Board to use certain funds for merit
scholarship program.

Reallocation of fines for violations of rules of municipal securities rulemaking board.

Subtitle B—Eliminating Excessive Government Intrusion in the Capital Markets

Repeal of Department of Labor fiduciary rule and requirements prior to rulemaking relating to stand-
ards of conduct for brokers and dealers.

Exemption from risk retention requirements for nonresidential mortgage.

Frequency of shareholder approval of executive compensation.

Shareholder Proposals.

Prohibition on requiring a single ballot.

Requirement for municipal advisor for issuers of municipal securities.

Small issuer exemption from internal control evaluation.

Restriction on recovery of erroneously awarded compensation.

Exemptive authority for certain provisions relating to registration of nationally recognized statistical
rating organizations.

Risk-based examinations of Nationally Recognized Statistical Rating Organizations.

Transparency of credit rating methodologies.
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Sec. 853. Repeal of certain attestation requirements relating to credit ratings.

Sec. 854. Look-back review by NRSRO.

Sec. 855. Approval of credit rating procedures and methodologies.

Sec. 856. Exception for providing certain material information relating to a credit rating.
Sec. 857. Repeals.

Sec. 858. Exemption of and reporting by private equity fund advisers.

Sec. 859. Records and reports of private funds.

Sec. 860. Definition of accredited investor.

Sec. 861. Repeal of certain provisions requiring a study and report to Congress.

Sec. 862. Repeal.

Subtitle C—Harmonization of Derivatives Rules

Sec. 871. Commissions review and harmonization of rules relating to the regulation of over-the-counter swaps
markets.
Sec. 872. Treatment of transactions between affiliates.

TITLE IX—REPEAL OF THE VOLCKER RULE AND OTHER PROVISIONS
Sec. 901. Repeals.
TITLE X—FED OVERSIGHT REFORM AND MODERNIZATION

Sec. 1001. Requirements for policy rules of the Federal Open Market Committee.

Sec. 1002. Federal Open Market Committee blackout period.

Sec. 1003. Public transcripts of FOMC meetings.

Sec. 1004. Membership of Federal Open Market Committee.

Sec. 1005. Fréaquency of testimony of the Chairman of the Board of Governors of the Federal Reserve System
to Congress.

Sec. 1006. Vice Chairman for Supervision report requirement.

Sec. 1007. Salaries, financial disclosures, and office staff of the Board of Governors of the Federal Reserve Sys-
tem.

Sec. 1008. Amendments to powers of the Board of Governors of the Federal Reserve System.

Sec. 1009. Interest rates on balances maintained at a Federal Reserve bank by depository institutions estab-
lished by Federal Open Market Committee.

Sec. 1010. Audit reform and transparency for the Board of Governors of the Federal Reserve System.

Sec. 1011. Establishment of a Centennial Monetary Commission.

TITLE XI—IMPROVING INSURANCE COORDINATION THROUGH AN INDEPENDENT ADVOCATE

Sec. 1101. Repeal of the Federal Insurance Office; Creation of the Office of the Independent Insurance Advo-
cate.
Sec. 1102. Treatment of covered agreements.

TITLE XII—TECHNICAL CORRECTIONS

Sec. 1201. Table of contents; Definitional corrections.
Sec. 1202. Antitrust savings clause corrections.
Sec. 1203. Title I corrections.

Sec. 1204. Title III corrections.

Sec. 1205. Title IV correction.

Sec. 1206. Title VI corrections.

Sec. 1207. Title VII corrections.

Sec. 1208. Title IX corrections.

Sec. 1209. Title X corrections.

Sec. 1210. Title XII correction.

Sec. 1211. Title XIV correction.

Sec. 1212. Technical corrections to other statutes.

TITLE I—ENDING “TOO BIG TO FAIL” AND
BANK BAILOUTS

Subtitle A—Repeal of the Orderly Liquidation
Authority

SEC. 111. REPEAL OF THE ORDERLY LIQUIDATION AUTHORITY.

(a) IN GENERAL.—Title II of the Dodd-Frank Wall Street Reform and Consumer
Protection Act is hereby repealed and any Federal law amended by such title shall,
on and after the effective date of this Act, be effective as if title II of the Dodd-Frank
Wall Street Reform and Consumer Protection Act had not been enacted.

(b) CONFORMING AMENDMENTS.—

(1) DODD-FRANK WALL STREET REFORM AND CONSUMER PROTECTION ACT.—The
Dodd-Frank Wall Street Reform and Consumer Protection Act is amended—
(lA) in the table of contents for such Act, by striking all items relating to
title II;
(B) in section 165(d)—
(i) in paragraph (1), by striking “, the Council, and the Corporation”
and inserting “and the Council”;
(ii) in paragraph (2), by striking “, the Council, and the Corporation”
and inserting “and the Council”;
(ii1) in paragraph (3), by striking “and the Corporation”;
(iv) in paragraph (4)—
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(I) by striking “and the Corporation jointly determine” and in-
serting “determines”;
(II) by striking “their” and inserting “its”;
(ITI) 1n subparagraph (A), by striking “and the Corporation”; and
(IV) in subparagraph (B), by striking “and the Corporation”;
(v) in paragraph (5)—
I) in subparagraph (A), by striking “and the Corporation may
jointly” and inserting “may”; and
(IT) in subparagraph (B)—
(aa) by striking “and the Corporation” each place such term
appears;
(bb) by striking “may jointly” and inserting “may”;
(cc) by striking “have jointly” and inserting “has”;
(vi) ig paragraph (6), by striking “, a receiver appointed under title
I1,”; an
(vii) by amending paragraph (8) to read as follows:

“(8) RULES.—Not later than 12 months after enactment of this paragraph, the

Board of Governors shall issue final rules implementing this section.”; and
(IC)I Iin section 716(g), by striking “or a covered financial company under
title I1”.

(2) FEDERAL DEPOSIT INSURANCE ACT.—Section 10(b)(3) of the Federal Deposit
Insurance Act (12 U.S.C. 1820(b)(3)) is amended by striking “, or of such
nonbank financial company supervised by the Board of Governors or bank hold-
ing company described in section 165(a) of the Financial Stability Act of 2010,
for the purpose of implementing its authority to provide for orderly liquidation
of any such company under title II of that Act”.

(3) FEDERAL RESERVE ACT.—Section 13(3) of the Federal Reserve Act is
amended—

(A) in subparagraph (B)—

(i) in clause (i1), by striking “, resolution under title II of the Dodd-
Frank Wall Street Reform and Consumer Protection Act, or” and in-
serting “or is subject to resolution under”; and

(ii) in clause (iii), by striking “, resolution under title II of the Dodd-
Frank Wall Street Reform and Consumer Protection Act, or” and in-
serting “or resolution under”; and

(B) by striking subparagraph (E).

Subtitle B—Financial Institution Bankruptcy

SEC. 121. GENERAL PROVISIONS RELATING TO COVERED FINANCIAL CORPORATIONS.

(a) DEFINITION.—Section 101 of title 11, United States Code, is amended by in-
serting the following after paragraph (9):
“(9A) The term ‘covered financial corporation’ means any corporation incor-
porated or organized under any Federal or State law, other than a stockbroker,
a commodity broker, or an entity of the kind specified in paragraph (2) or (3)
of section 109(b), that is—
“(A) a bank holding company, as defined in section 2(a) of the Bank Hold-
ing Company Act of 1956; or
“(B) a corporation that exists for the primary purpose of owning, control-
ling and financing its subsidiaries, that has total consolidated assets of
$50,000,000,000 or greater, and for which, in its most recently completed
fiscal year—

“(i) annual gross revenues derived by the corporation and all of its
subsidiaries from activities that are financial in nature (as defined in
section 4(k) of the Bank Holding Company Act of 1956) and, if applica-
ble, from the ownership or control of one or more insured depository in-
stitutions, represents 85 percent or more of the consolidated annual
gross revenues of the corporation; or

“@1) the consolidated assets of the corporation and all of its subsidi-
aries related to activities that are financial in nature (as defined in sec-
tion 4(k) of the Bank Holding Company Act of 1956) and, if applicable,
related to the ownership or control of one or more insured depository
institutions, represents 85 percent or more of the consolidated assets of
the corporation.”.

(b) APPLICABILITY OF CHAPTERS.—Section 103 of title 11, United States Code, is
amended by adding at the end the following:

“(1) Subchapter V of chapter 11 of this title applies only in a case under chapter
11 concerning a covered financial corporation.”.
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(¢c) WHO MAY BE A DEBTOR.—Section 109 of title 11, United States Code, is
amended—

(1) in subsection (b)—

(A) in paragraph (2), by striking “or” at the end;
(B) in paragraph (3)(B), by striking the period at the end and inserting
“ or”; and
(C) by adding at the end the following:
“(4) a covered financial corporation.”; and
(2) in subsection (d)—
(A) by striking “and” before “an uninsured State member bank”;
(B) by striking “or” before “a corporation”; and
(C) by inserting “, or a covered financial corporation” after “Federal De-
posit Insurance Corporation Improvement Act of 1991”.

(d) CONVERSION TO CHAPTER 7.—Section 1112 of title 11, United States Code, is
amended by adding at the end the following:

“(g) Notwithstanding section 109(b), the court may convert a case under sub-
chapter V to a case under chapter 7 if—

“(1) a transfer approved under section 1185 has been consummated;

“2) thg court has ordered the appointment of a special trustee under section
1186; an

“(3) the court finds, after notice and a hearing, that conversion is in the best
interest of the creditors and the estate.”.

(e)(1) Section 726(a)(1) of title 11, United States Code, is amended by inserting
after “first,” the following: “in payment of any unpaid fees, costs, and expenses of
a special trustee appointed under section 1186, and then”.

(2) Section 1129(a) of title 11, United States Code, is amended by inserting after
paragraph (16) the following:

“(17) In a case under subchapter V, all payable fees, costs, and expenses of
the special trustee have been paid or the plan provides for the payment of all
such fees, costs, and expenses on the effective date of the plan.

“(18) In a case under subchapter V, confirmation of the plan is not likely to
cause serious adverse effects on financial stability in the United States.”.

(f) Section 322(b)(2) of title 11, United States Code, is amended by striking “The”
and inserting “In cases under subchapter V, the United States trustee shall rec-
ommend to the court, and in all other cases, the”.

SEC. 122. LIQUIDATION, REORGANIZATION, OR RECAPITALIZATION OF A COVERED FINAN-
CIAL CORPORATION.
Chapter 11 of title 11, United States Code, is amended by adding at the end the
following (and conforming the table of contents for such chapter accordingly):

“SUBCHAPTER V—LIQUIDATION, REORGANIZATION, OR
RECAPITALIZATION OF A COVERED FINANCIAL CORPORATION

“§1181. Inapplicability of other sections

“Sections 303 and 321(c) do not apply in a case under this subchapter concerning
a covered financial corporation. Section 365 does not apply to a transfer under sec-
tion 1185, 1187, or 1188.

“§1182. Definitions for this subchapter

“In this subchapter, the following definitions shall apply:
S “(1) The term ‘Board’ means the Board of Governors of the Federal Reserve
ystem.

“(2) The term ‘bridge company’ means a newly formed corporation to which
property of the estate may be transferred under section 1185(a) and the equity
securities of which may be transferred to a special trustee under section
1186(a).

“(3) The term ‘capital structure debt’ means all unsecured debt of the debtor
for borrowed money for which the debtor is the primary obligor, other than a
qualified financial contract and other than debt secured by a lien on property
of the estate that is to be transferred to a bridge company pursuant to an order
of the court under section 1185(a).

“(4) The term ‘contractual right’ means a contractual right of a kind defined
in section 555, 556, 559, 560, or 561.

“(5) The term ‘qualified financial contract’ means any contract of a kind de-
fined in paragraph (25), (38A), (47), or (53B) of section 101, section 741(7), or
paragraph (4), (5), (11), or (13) of section 761.

“(6) The term ‘special trustee’ means the trustee of a trust formed under sec-
tion 1186(a)(1).
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“§1183. Commencement of a case concerning a covered financial corpora-
tion

“(a) A case under this subchapter concerning a covered financial corporation may
be commenced by the filing of a petition with the court by the debtor under section
301 only if the debtor states to the best of its knowledge under penalty of perjury
in the petition that it is a covered financial corporation.

“(b) The commencement of a case under subsection (a) constitutes an order for re-
lief under this subchapter.

“(c) The members of the board of directors (or body performing similar functions)
of a covered financial company shall have no liability to shareholders, creditors, or
other parties in interest for a good faith filing of a petition to commence a case
under this subchapter, or for any reasonable action taken in good faith in con-
templation of such a petition or a transfer under section 1185 or section 1186,
whether prior to or after commencement of the case.

“(d) Counsel to the debtor shall provide, to the greatest extent practicable without
disclosing the identity of the potential debtor, sufficient confidential notice to the
chief judge of the court of appeals for the circuit embracing the district in which
such counsel intends to file a petition to commence a case under this subchapter
regarding the potential commencement of such case. The chief judge of such court
shall randomly assign to preside over such case a bankruptcy judge selected from
among the bankruptcy judges designated by the Chief Justice of the United States
under section 298 of title 28.

“§1184. Regulators

“The Board, the Securities Exchange Commission, the Office of the Comptroller
of the Currency of the Department of the Treasury, the Commodity Futures Trading
Commission, and the Federal Deposit Insurance Corporation may raise and may ap-
pear and be heard on any issue in any case or proceeding under this subchapter.

“§1185. Special transfer of property of the estate

“(a) On request of the trustee, and after notice and a hearing that shall occur not
less than 24 hours after the order for relief, the court may order a transfer under
this section of property of the estate, and the assignment of executory contracts, un-
expired leases, and qualified financial contracts of the debtor, to a bridge company.
Upon the entry of an order approving such transfer, any property transferred, and
any executory contracts, unexpired leases, and qualified financial contracts assigned
under such order shall no longer be property of the estate. Except as provided under
this section, the provisions of section 363 shall apply to a transfer and assignment
under this section.

“(b) Unless the court orders otherwise, notice of a request for an order under sub-
section (a) shall consist of electronic or telephonic notice of not less than 24 hours
to—

“(1) the debtor;

“(2) the holders of the 20 largest secured claims against the debtor;

“(3) the holders of the 20 largest unsecured claims against the debtor;

“(4) counterparties to any debt, executory contract, unexpired lease, and
qualified financial contract requested to be transferred under this section;

“(5) the Board;

“(6) the Federal Deposit Insurance Corporation;

“(7) the Secretary of the Treasury and the Office of the Comptroller of the
Currency of the Treasury;

“(8) the Commodity Futures Trading Commission;

“(9) the Securities and Exchange Commission;

“(10) the United States trustee or bankruptcy administrator; and

“(11) each primary financial regulatory agency, as defined in section 2(12) of
the Dodd-Frank Wall Street Reform and Consumer Protection Act, with respect
to any affiliate the equity securities of which are proposed to be transferred
under this section.

“(c) The court may not order a transfer under this section unless the court deter-
mines, based upon a preponderance of the evidence, that—

“(1) the transfer under this section is necessary to prevent serious adverse ef-
fects on financial stability in the United States;

“(2) the transfer does not provide for the assumption of any capital structure
debt by the bridge company;

“(3) the transfer does not provide for the transfer to the bridge company of
any property of the estate that is subject to a lien securing a debt, executory
contract, unexpired lease or agreement (including a qualified financial contract)
of the debtor unless—
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“(A)3) the bridge company assumes such debt, executory contract, unex-
pired lease or agreement (including a qualified financial contract), including
any claims arising in respect thereof that would not be allowed secured
claims under section 506(a)(1) and after giving effect to such transfer, such
property remains subject to the lien securing such debt, executory contract,
unexpired lease or agreement (including a qualified financial contract); and

“(i1) the court has determined that assumption of such debt, executory
contract, unexpired lease or agreement (including a qualified financial con-
tract) by the bridge company is in the best interests of the estate; or

“(B) such property is being transferred to the bridge company in accord-
ance with the provisions of section 363;

“(4) the transfer does not provide for the assumption by the bridge company
of any debt, executory contract, unexpired lease or agreement (including a quali-
fied financial contract) of the debtor secured by a lien on property of the estate
unless the transfer provides for such property to be transferred to the bridge
company in accordance with paragraph (3)(A) of this subsection;

“(5) the transfer does not provide for the transfer of the equity of the debtor;

“(6) the trustee has demonstrated that the bridge company is not likely to fail
to meet the obligations of any debt, executory contract, qualified financial con-
tract, or unexpired lease assumed and assigned to the bridge company;

“(7) the transfer provides for the transfer to a special trustee all of the equity
securities in the bridge company and appointment of a special trustee in accord-
ance with section 1186;

“(8) after giving effect to the transfer, adequate provision has been made for
the fees, costs, and expenses of the estate and special trustee; and

“(9) the bridge company will have governing documents, and initial directors
and senior officers, that are in the best interest of creditors and the estate.

“(d) Immediately before a transfer under this section, the bridge company that is
the recipient of the transfer shall—

“(1) not have any property, executory contracts, unexpired leases, qualified fi-
nancial contracts, or debts, other than any property acquired or executory con-
tracts, unexpired leases, or debts assumed when acting as a transferee of a
transfer under this section; and

“(2) have equity securities that are property of the estate, which may be sold
or distributed in accordance with this title.

“§1186. Special trustee

“(a)(1) An order approving a transfer under section 1185 shall require the trustee
to transfer to a qualified and independent special trustee, who is appointed by the
court, all of the equity securities in the bridge company that is the recipient of a
transfer under section 1185 to hold in trust for the sole benefit of the estate, subject
to satisfaction of the special trustee’s fees, costs, and expenses. The trust of which
the special trustee is the trustee shall be a newly formed trust governed by a trust
agreement approved by the court as in the best interests of the estate, and shall
exist for the sole purpose of holding and administering, and shall be permitted to
dispose of, the equity securities of the bridge company in accordance with the trust
agreement.

“(2) In connection with the hearing to approve a transfer under section 1185, the
trustee shall confirm to the court that the Board has been consulted regarding the
identity of the proposed special trustee and advise the court of the results of such
consultation.

“(b) The trust agreement governing the trust shall provide—

“(1) for the payment of the fees, costs, expenses, and indemnities of the spe-
cial trustee from the assets of the debtor’s estate;

“(2) that the special trustee provide—

“(A) quarterly reporting to the estate, which shall be filed with the court;
and

“(B) information about the bridge company reasonably requested by a
party in interest to prepare a disclosure statement for a plan providing for
distribution of any securities of the bridge company if such information is
necessary to prepare such disclosure statement,;

“(3) that for as long as the equity securities of the bridge company are held
by iclhe trust, the special trustee shall file a notice with the court in connection
with—

“(A) any change in a director or senior officer of the bridge company;
‘:;B) any modification to the governing documents of the bridge company;
an
“(C) any material corporate action of the bridge company, including—
“(i) recapitalization;
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“(i1) a material borrowing;

“(iii) termination of an intercompany debt or guarantee;

“(iv) a transfer of a substantial portion of the assets of the bridge
company; or

“(v) the issuance or sale of any securities of the bridge company;

“(4) that any sale of any equity securities of the bridge company shall not be
consummated until the special trustee consults with the Federal Deposit Insur-
ance Corporation and the Board regarding such sale and discloses the results
of such consultation with the court;

“(5) that, subject to reserves for payments permitted under paragraph (1) pro-
vided for in the trust agreement, the proceeds of the sale of any equity securi-
ties of the bridge company by the special trustee be held in trust for the benefit
of or transferred to the estate;

“(6) the process and guidelines for the replacement of the special trustee; and

“(7) that the property held in trust by the special trustee is subject to dis-
tribution in accordance with subsection (c).

“(c)(1) The special trustee shall distribute the assets held in trust—

“(A) if the court confirms a plan in the case, in accordance with the plan on
the effective date of the plan; or

“(B) if the case is converted to a case under chapter 7, as ordered by the
court.

“(2) As soon as practicable after a final distribution under paragraph (1), the office
of the special trustee shall terminate, except as may be necessary to wind up and
conclude the business and financial affairs of the trust.

“(d) After a transfer to the special trustee under this section, the special trustee
shall be subject only to applicable nonbankruptcy law, and the actions and conduct
of the special trustee shall no longer be subject to approval by the court in the case
under this subchapter.

“§1187. Temporary and supplemental automatic stay; assumed debt

“(a)(1) A petition filed under section 1183 operates as a stay, applicable to all enti-
ties, of the termination, acceleration, or modification of any debt, contract, lease, or
agreement of the kind described in paragraph (2), or of any right or obligation under
any such debt, contract, lease, or agreement, solely because of—

“(A) a default by the debtor under any such debt, contract, lease, or agree-
ment; or
“(B) a provision in such debt, contract, lease, or agreement, or in applicable
nonbankruptcy law, that is conditioned on—
“(1) the insolvency or financial condition of the debtor at any time before
the closing of the case;
“(i1) the commencement of a case under this title concerning the debtor;
“(iii) the appointment of or taking possession by a trustee in a case under
this title concerning the debtor or by a custodian before the commencement
of the case; or
“(iv) a credit rating agency rating, or absence or withdrawal of a credit
rating agency rating—

“(I) of the debtor at any time after the commencement of the case;

“(II) of an affiliate during the period from the commencement of the
case until 48 hours after such order is entered;

“(III) of the bridge company while the trustee or the special trustee
is a direct or indirect beneficial holder of more than 50 percent of the
equity securities of—

“(aa) the bridge company; or

“(bb) the affiliate, if all of the direct or indirect interests in the
affiliate that are property of the estate are transferred under sec-
tion 1185; or

“(IV) of an affiliate while the trustee or the special trustee is a direct
or indirect beneficial holder of more than 50 percent of the equity secu-
rities of—

“(aa) the bridge company; or

“(bb) the affiliate, if all of the direct or indirect interests in the
affiliate that are property of the estate are transferred under sec-
tion 1185.

“(2) A debt, contract, lease, or agreement described in this paragraph is—

“(A) any debt (other than capital structure debt), executory contract, or unex-
pired lease of the debtor (other than a qualified financial contract);

“(B) any agreement under which the debtor issued or is obligated for debt
(other than capital structure debt);
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“(C) any debt, executory contract, or unexpired lease of an affiliate (other
than a qualified financial contract); or
“(D) any agreement under which an affiliate issued or is obligated for debt.
“(8) The stay under this subsection terminates—
“(A) for the benefit of the debtor, upon the earliest of—

“(i) 48 hours after the commencement of the case;

“(i1) assumption of the debt, contract, lease, or agreement by the bridge
company under an order authorizing a transfer under section 1185;

“(1ii) a final order of the court denying the request for a transfer under
section 1185; or

“(iv) the time the case is dismissed; and

“(B) for the benefit of an affiliate, upon the earliest of—

“(i) the entry of an order authorizing a transfer under section 1185 in
which the direct or indirect interests in the affiliate that are property of the
estate are not transferred under section 1185;

“(i1) a final order by the court denying the request for a transfer under
section 1185;

“(iii) 48 hours after the commencement of the case if the court has not
ordered a transfer under section 1185; or

“(iv) the time the case is dismissed.

“(4) Subsections (d), (e), (f), and (g) of section 362 apply to a stay under this sub-
section.

“(b) A debt, executory contract (other than a qualified financial contract), or unex-
pired lease of the debtor, or an agreement under which the debtor has issued or is
obligated for any debt, may be assumed by a bridge company in a transfer under
section 1185 notwithstanding any provision in an agreement or in applicable non-
bankruptcy law that—

“(1) prohibits, restricts, or conditions the assignment of the debt, contract,
lease, or agreement; or

“(2) accelerates, terminates, or modifies, or permits a party other than the
debtor to terminate or modify, the debt, contract, lease, or agreement on ac-
count of—

“(A) the assignment of the debt, contract, lease, or agreement; or

“(B) a change in control of any party to the debt, contract, lease, or agree-
ment.

“(c)(1) A debt, contract, lease, or agreement of the kind described in subparagraph
(A) or (B) of subsection (a)(2) may not be accelerated, terminated, or modified, and
any right or obligation under such debt, contract, lease, or agreement may not be
accelerated, terminated, or modified, as to the bridge company solely because of a
provision in the debt, contract, lease, or agreement or in applicable nonbankruptcy
law—

“(A) of the kind described in subsection (a)(1)(B) as applied to the debtor;

“(B) that prohibits, restricts, or conditions the assignment of the debt, con-
tract, lease, or agreement; or

“(C) that accelerates, terminates, or modifies, or permits a party other than
the debtor to terminate or modify, the debt, contract, lease or agreement on ac-
count of—

“(i) the assignment of the debt, contract, lease, or agreement; or

“(1) a change in control of any party to the debt, contract, lease, or agree-
ment.

“(2) If there is a default by the debtor under a provision other than the kind de-
scribed in paragraph (1) in a debt, contract, lease or agreement of the kind described
in subparagraph (A) or (B) of subsection (a)(2), the bridge company may assume
such debt, contract, lease, or agreement only if the bridge company—

“(A) shall cure the default;

“(B) compensates, or provides adequate assurance in connection with a trans-
fer under section 1185 that the bridge company will promptly compensate, a
party other than the debtor to the debt, contract, lease, or agreement, for any
actual pecuniary loss to the party resulting from the default; and

“(C) provides adequate assurance in connection with a transfer under section
1185 of future performance under the debt, contract, lease, or agreement, as de-
termined by the court under section 1185(c)(4).

“§1188. Treatment of qualified financial contracts and affiliate contracts

“(a) Notwithstanding sections 362(b)(6), 362(b)(7), 362(b)(17), 362(b)(27), 362(0),
555, 556, 559, 560, and 561, a petition filed under section 1183 operates as a stay,
during the period specified in section 1187(a)(3)(A), applicable to all entities, of the
exercise of a contractual right—
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“(1) to cause the modification, liquidation, termination, or acceleration of a
qualified financial contract of the debtor or an affiliate;

“(2) to offset or net out any termination value, payment amount, or other
transfer obligation arising under or in connection with a qualified financial con-
tract of the debtor or an affiliate; or

“(3) under any security agreement or arrangement or other credit enhance-
ment forming a part of or related to a qualified financial contract of the debtor
or an affiliate.

“(b)(1) During the period specified in section 1187(a)(3)(A), the trustee or the affil-
iate shall perform all payment and delivery obligations under such qualified finan-
cial contract of the debtor or the affiliate, as the case may be, that become due after
the commencement of the case. The stay provided under subsection (a) terminates
as to a qualified financial contract of the debtor or an affiliate immediately upon
the failure of the trustee or the affiliate, as the case may be, to perform any such
obligation during such period.

“(2) Any failure by a counterparty to any qualified financial contract of the debtor
or any affiliate to perform any payment or delivery obligation under such qualified
financial contract, including during the pendency of the stay provided under sub-
section (a), shall constitute a breach of such qualified financial contract by the
counterparty.

“(c) Subject to the court’s approval, a qualified financial contract between an enti-
ty and the debtor may be assigned to or assumed by the bridge company in a trans-
fer under, and in accordance with, section 1185 if and only if—

“(1) all qualified financial contracts between the entity and the debtor are as-
signed to and assumed by the bridge company in the transfer under section
1185;

“(2) all claims of the entity against the debtor in respect of any qualified fi-
nancial contract between the entity and the debtor (other than any claim that,
under the terms of the qualified financial contract, is subordinated to the claims
of general unsecured creditors) are assigned to and assumed by the bridge com-
pany;

“3) all claims of the debtor against the entity under any qualified financial
contract between the entity and the debtor are assigned to and assumed by the
bridge company; and

“(4) all property securing or any other credit enhancement furnished by the
debtor for any qualified financial contract described in paragraph (1) or any
claim described in paragraph (2) or (3) under any qualified financial contract
between the entity and the debtor is assigned to and assumed by the bridge
company.

“(d) Notwithstanding any provision of a qualified financial contract or of applica-
ble nonbankruptcy law, a qualified financial contract of the debtor that is assumed
or assigned in a transfer under section 1185 may not be accelerated, terminated,
or modified, after the entry of the order approving a transfer under section 1185,
and any right or obligation under the qualified financial contract may not be accel-
erated, terminated, or modified, after the entry of the order approving a transfer
under section 1185 solely because of a condition described in section 1187(c)(1),
other than a condition of the kind specified in section 1187(b) that occurs after prop-
erty of the estate no longer includes a direct beneficial interest or an indirect bene-
ficial interest through the special trustee, in more than 50 percent of the equity se-
curities of the bridge company.

“(e) Notwithstanding any provision of any agreement or in applicable nonbank-
ruptcy law, an agreement of an affiliate (including an executory contract, an unex-
pired lease, qualified financial contract, or an agreement under which the affiliate
issued or is obligated for debt) and any right or obligation under such agreement
may not be accelerated, terminated, or modified, solely because of a condition de-
scribed in section 1187(c)(1), other than a condition of the kind specified in section
1187(b) that occurs after the bridge company is no longer a direct or indirect bene-
ficial holder of more than 50 percent of the equity securities of the affiliate, at any
time after the commencement of the case if—

“(1) all direct or indirect interests in the affiliate that are property of the es-
tate are transferred under section 1185 to the bridge company within the period
specified in subsection (a);

“(2) the bridge company assumes—

“(A) any guarantee or other credit enhancement issued by the debtor re-
lating to the agreement of the affiliate; and

“(B) any obligations in respect of rights of setoff, netting arrangement, or
debt of the debtor that directly arises out of or directly relates to the guar-
antee or credit enhancement; and
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“(3) any property of the estate that directly serves as collateral for the guar-
antee or credit enhancement is transferred to the bridge company.

“§1189. Licenses, permits, and registrations

“(a) Notwithstanding any otherwise applicable nonbankruptcy law, if a request is
made under section 1185 for a transfer of property of the estate, any Federal, State,
or local license, permit, or registration that the debtor or an affiliate had imme-
diately before the commencement of the case and that is proposed to be transferred
under section 1185 may not be accelerated, terminated, or modified at any time
after the request solely on account of—

“(1) the insolvency or financial condition of the debtor at any time before the
closing of the case;

“(2) the commencement of a case under this title concerning the debtor;

“(3) the appointment of or taking possession by a trustee in a case under this
title concerning the debtor or by a custodian before the commencement of the
case; or

“(4) a transfer under section 1185.

“(b) Notwithstanding any otherwise applicable nonbankruptcy law, any Federal,
State, or local license, permit, or registration that the debtor had immediately before
the commencement of the case that is included in a transfer under section 1185
shall be valid and all rights and obligations thereunder shall vest in the bridge com-
pany.

“§1190. Exemption from securities laws

“For purposes of section 1145, a security of the bridge company shall be deemed
to be a security of a successor to the debtor under a plan if the court approves the
disclosure statement for the plan as providing adequate information (as defined in
section 1125(a)) about the bridge company and the security.

“§1191. Inapplicability of certain avoiding powers

“A transfer made or an obligation incurred by the debtor to an affiliate prior to
or after the commencement of the case, including any obligation released by the
debtor or the estate to or for the benefit of an affiliate, in contemplation of or in
connection with a transfer under section 1185 is not avoidable under section 544,
547, 548(a)(1)(B), or 549, or under any similar nonbankruptcy law.

“§1192. Consideration of financial stability

“The court may consider the effect that any decision in connection with this sub-
chapter may have on financial stability in the United States.”.

SEC. 123. AMENDMENTS TO TITLE 28, UNITED STATES CODE.

(a) AMENDMENT TO CHAPTER 13.—Chapter 13 of title 28, United States Code, is
amended by adding at the end the following:

“§ 298. Judge for a case under subchapter V of chapter 11 of title 11

“(a)(1) Notwithstanding section 295, the Chief Justice of the United States shall
designate not fewer than 10 bankruptcy judges to be available to hear a case under
subchapter V of chapter 11 of title 11. Bankruptcy judges may request to be consid-
ered by the Chief Justice of the United States for such designation.

“(2) Notwithstanding section 155, a case under subchapter V of chapter 11 of title
11 shall be heard under section 157 by a bankruptcy judge designated under para-
graph (1), who shall be randomly assigned to hear such case by the chief judge of
the court of appeals for the circuit embracing the district in which the case is pend-
ing. To the greatest extent practicable, the approvals required under section 155
should be obtained.

“(8) If the bankruptcy judge assigned to hear a case under paragraph (2) is not
assigned to the district in which the case is pending, the bankruptcy judge shall be
temporarily assigned to the district.

“(b) A case under subchapter V of chapter 11 of title 11, and all proceedings in
the case, shall take place in the district in which the case is pending.

“(c) In this section, the term ‘covered financial corporation’ has the meaning given
that term in section 101(9A) of title 11.”.

(b) AMENDMENT TO SECTION 1334 OF TITLE 28.—Section 1334 of title 28, United
States Code, is amended by adding at the end the following:

“(f) This section does not grant jurisdiction to the district court after a transfer
pursuant to an order under section 1185 of title 11 of any proceeding related to a
special trustee appointed, or to a bridge company formed, in connection with a case
under subchapter V of chapter 11 of title 11.”.
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(¢) TECHNICAL AND CONFORMING AMENDMENT.—The table of sections for chapter
13 of title 28, United States Code, is amended by adding at the end the following:

“298. Judge for a case under subchapter V of chapter 11 of title 11.”.

Subtitle C—Ending Government Guarantees

SEC. 131. REPEAL OF OBLIGATION GUARANTEE PROGRAM.

(a) IN GENERAL.—The following sections of the Dodd-Frank Wall Street Reform
and Consumer Protection Act (12 U.S.C. 5301 et seq.) are repealed:
(1) Section 1104.
(2) Section 1105.
(3) Section 1106.
(b) CLERICAL AMENDMENT.—The table of contents under section 1(b) of the Dodd-
Frank Wall Street Reform and Consumer Protection Act is amended by striking the
items relating to sections 1104, 1105, and 1106.

SEC. 132. REPEAL OF SYSTEMIC RISK DETERMINATION IN RESOLUTIONS.

Section 13(c)(4)(G) of the Federal Deposit Insurance Act (12 U.S.C. 1823(c)(4)(G))
is hereby repealed.

SEC. 133. RESTRICTIONS ON USE OF THE EXCHANGE STABILIZATION FUND.

(a) IN GENERAL.—Section 5302 of title 31, United States Code, is amended by add-
ing at the end the following:

“(e) Amounts in the fund may not be used for the establishment of a guaranty
program for any nongovernmental entity.”.

(b) CONFORMING AMENDMENT.—Section 131(b) of the Emergency Economic Sta-
bilization Act of 2008 (12 U.S.C. 5236(b)) is amended by inserting “, or for the pur-
poses of preventing the liquidation or insolvency of any entity” before the period.

Subtitle D—Eliminating Financial Market Utility
Designations

SEC. 141. REPEAL OF TITLE VIIL.

(a) REPEAL.—Title VIII of the Dodd-Frank Wall Street Reform and Consumer Pro-
tection Act (12 U.S.C. 5461 et seq.) is repealed, and provisions of law amended by
such title are restored and revived as if such title had never been enacted.

(b) CLERICAL AMENDMENT.—The table of contents in section 1(b) of the Dodd-
Frank Wall Street Reform and Consumer Protection Act is amended by striking the
items relating to title VIII.

Subtitle E—Reform of the Financial Stability Act
of 2010

SEC. 151. REPEAL AND MODIFICATION OF PROVISIONS OF THE FINANCIAL STABILITY ACT OF
2010.

(a) REPEALS.—The following provisions of the Financial Stability Act of 2010 are
repealed, and the provisions of law amended or repealed by such provisions are re-
stored or revived as if such provisions had not been enacted:

(1) Subtitle B.
(2) Section 113.
(3) Section 114.
(4) Section 115.
(5) Section 116.
(6) Section 117.
(7) Section 119.
(8) Section 120.
(9) Section 121.
(10) Section 161.
(11) Section 162.
(12) Section 164.
(13) Section 166.
(14) Section 167.
(15) Section 168.
(16) Section 170.
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(17) Section 172.

(18) Section 174.

(19) Section 175.

(b) ADDITIONAL MODIFICATIONS.—The Financial Stability Act of 2010 (12 U.S.C.
5311 et seq.) is amended—

(1) in section 102(a), by striking paragraph (5);

(2) in section 111—

(A) in subsection (b)—

(i) in paragraph (1)—
(I by striking “who shall each” and inserting “who shall, except
as provided below, each”; and
(IT) by striking subparagraphs (B) through (J) and inserting the
following:

“(B) each member of the Board of Governors, who shall collectively have
1 vote on the Council,;

“(C) the Comptroller of the Currency;

“(D) the Director of the Consumer Law Enforcement Agency;

“(E) each member of the Commission, who shall collectively have 1 vote
on the Council;

“(F) each member of the Corporation, who shall collectively have 1 vote
on the Council;

“(G) each member of the Commodity Futures Trading Commission, who
shall collectively have 1 vote on the Council;

“(H) the Director of the Federal Housing Finance Agency;

“(I) each member of the National Credit Union Administration Board,
who shall collectively have 1 vote on the Council; and

“(J) the Independent Insurance Advocate.”;

(i1) in paragraph (2)—
(I) by striking subparagraphs (A) and (B); and
(IT) by redesignating subparagraphs (C), (D), and (E) as subpara-
graphs (A), (B), and (C), respectively; and
(ii1) by adding at the end the following:

“(4) VOTING BY MULTI-PERSON ENTITY.—

“(A) VOTING WITHIN THE ENTITY.—An entity described under subpara-
graph (B), (E), (F), (G), or (I) of paragraph (1) shall determine the entity’s
Council vote by using the voting process normally applicable to votes by the
entity’s members.

“(B) CASTING OF ENTITY VOTE.—The 1 collective Council vote of an entity
described under subparagraph (A) shall be cast by the head of such agency
or, in the event such head is unable to cast such vote, the next most senior
member of the entity available.”;

(B) in subsection (c¢), by striking “subparagraphs (C), (D), and (E)” and
inserting “subparagraphs (B), (C), and (D)”;

(C) in subsection (e), by adding at the end the following:

“(3) STAFF ACCESS.—Any member of the Council may select to have one or
more individuals on the member’s staff attend a meeting of the Council, includ-
ing any meeting of representatives of the member agencies other than the mem-
bers themselves.

“(4) CONGRESSIONAL OVERSIGHT.—AIl meetings of the Council, whether or not
open to the public, shall be open to the attendance by members of the Com-
mittee on Financial Services of the House of Representatives and the Com-
mittee on Banking, Housing, and Urban Affairs of the Senate.

“(5) MEMBER AGENCY MEETINGS.—Any meeting of representatives of the mem-
ber agencies other than the members themselves shall be open to attendance
by staff of the Committee on Financial Services of the House of Representatives
and the Committee on Banking, Housing, and Urban Affairs of the Senate.”;

(D) by striking subsection (g) (relating to the nonapplicability of FACA);

(E) by inserting after subsection (f) the following:

“(g) OPEN MEETING REQUIREMENT.—The Council shall be an agency for purposes
of section 552b of title 5, United States Code (commonly referred to as the ‘Govern-
ment in the Sunshine Act)).

“(h) CONFIDENTIAL CONGRESSIONAL BRIEFINGS.—At the request of the Chairman
of the Committee on Financial Services of the House of Representatives or the
Chairman of the Committee on Banking, Housing, and Urban Affairs of the Senate,
the Chairperson shall appear before Congress to provide a confidential briefing.”;
and

(F) by redesignating subsections (h) through (j) as subsections (i) through
(k), respectively;

(3) in section 112—
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(A) in subsection (a)(2)—

(i) in subparagraph (A), by striking “the Federal Insurance Office
and, if necessary to assess risks to the United States financial system,
direct the Office of Financial Research to” and inserting “and, if nec-
essary to assess risks to the United States financial system,”;

(i1) by striking subparagraphs (B), (H), (I), and (J);

(ii1) by redesignating subparagraphs (C), (D), (E), (F), (G), (K), (L),
(M), and (N) as subparagraphs (B), (C), (D), (E), (F), (G), (H), (I), and
(J), respectively;

(iv) in subparagraph (J), as so redesignated—

(I) in clause (i1i), by adding “and” at the end,;

(II) by striking clauses (iv) and (v); and

(III) by redesignating clause (vi) as clause (iv); and
(B) in subsection (d)—

(i) in paragraph (1), by striking “the Office of Financial Research,
member agencies, and the Federal Insurance Office” and inserting
“member agencies”;

(ii) in paragraph (2), by striking “the Office of Financial Research,
any member agency, and the Federal Insurance Office,” and inserting
“member agencies”;

(ii1) in paragraph (3)—

(I) by striking “, acting through the Office of Financial Research,”
each place it appears; and

(II) in subparagraph (B), by striking “the Office of Financial Re-
search or”; and

(iv)hi’n paragraph (5)(A), by striking “, the Office of Financial Re-
search,”;

(4) by amending section 118 to read as follows:

“SEC. 118. COUNCIL FUNDING.

“There is authorized to be appropriated to the Council $4,000,000 for fiscal year
2017 and each fiscal year thereafter to carry out the duties of the Council.”;
(5) in section 163—
(A) by striking subsection (a);
(B) by redesignating subsection (b) as subsection (a); and
(C) in subsection (a), as so redesignated—
(i) by striking “or a nonbank financial company supervised by the
Board of Governors” each place such term appears;
. (ii) in paragraph (4), by striking “In addition” and inserting the fol-
owing:
“(A) IN GENERAL.—In addition”; and
(ii1) by adding at the end the following:
“(B) EXCEPTION FOR QUALIFYING BANKING ORGANIZATION.—Subparagraph
(A) shall not apply to a proposed acquisition by a qualifying banking organi-
za‘ﬁon, as defined under section 605 of the Financial CHOICE Act of 2017.”;
an

(6) in section 165—

(A) by striking “nonbank financial companies supervised by the Board of
Governors and” each place such term appears;

(B) by striking “nonbank financial company supervised by the Board of
Governors and” each place such term appears;

(C) in subsection (a), by amending paragraph (2) to read as follows:

“(2) TAILORED APPLICATION.—In prescribing more stringent prudential stand-
ards under this section, the Board of Governors may differentiate among compa-
nies on an individual basis or by category, taking into consideration their cap-
ital structure, riskiness, complexity, financial activities (including the financial
activities of their subsidiaries), size, and any other risk-related factors that the
Board of Governors deems appropriate.”;

(D) in subsection (b)—

(i) in paragraph (1)(B)(iv), by striking “, on its own or pursuant to
a recommendation made by the Council in accordance with section
1157

(i1) in paragraph (2)—

(I) by striking “foreign nonbank financial company supervised by
the Board of Governors or”;

(IT) by striking “shall—” and all that follows through “give due”
and inserting “shall give due”;

(III) in subparagraph (A), by striking “; and” and inserting a pe-
riod; and
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(IV) by striking subparagraph (B);
(ii1) in paragraph (3)—
(I) in subparagraph (A)—
(aa) by striking clause (i);
(bb) by redesignating clauses (ii), (iii), and (iv) as clauses (i),
(i1), and (iii), respectively; and
(ce) in clause (iii), as so redesignated, by adding “and” at the

end;
(IT) by striking subparagraphs (B) and (C); and
(éII) by redesignating subparagraph (D) as subparagraph (B);
an

(iv) in paragraph (4), by striking “a nonbank financial company su-
pervised by the Board of Governors or”;

(E) in subsection (¢)—

(i) in paragraph (1), by striking “under section 115(c)”; and

(i1) in paragraph (2)—

(I) by amending subparagraph (A) to read as follows:
“(A) any recommendations of the Council;”; and
(II) in subparagraph (D), by striking “nonbank financial company
supervised by the Board of Governors or”;

(F) in subsection (d)—

(i) by striking “a nonbank financial company supervised by the Board
of Governors or” each place such term appears;

(ii) in paragraph (1), by striking “periodically” and inserting “not
more often than every 2 years”;

(ii1) in paragraph (3)—

(I) by striking “The Board” and inserting the following:
“(A) IN GENERAL.—The Board”;
(II) by striking “shall review” and inserting the following:
“shall—
“(1) review”;
(III) by striking the period and inserting ; and”; and
(IV) by adding at the end the following:

“(i1) not later than the end of the 6-month period beginning on the
date the bank holding company submits the resolution plan, provide
feedback to the bank holding company on such plan.

“(B) DISCLOSURE OF ASSESSMENT FRAMEWORK.—The Board of Governors
shall publicly disclose the assessment framework that is used to review in-
formation under this paragraph and shall provide the public with a notice
and comment period before finalizing such assessment framework.”.

(iv) in paragraph (6), by striking “nonbank financial company super-
vised by the Board, any bank holding company,” and inserting “bank
holding company”;

(G) in subsection (e)—

(i) in paragraph (1), by striking “a nonbank financial company super-
vised by the Board of Governors or”;

(ii) in paragraph (3), by striking “the nonbank financial company su-
per('ivised by the Board of Governors or” each place such term appears;
an

(ii1) in paragraph (4), by striking “a nonbank financial company su-
pervised by the Board of Governors or”;

(H) in subsection (g)(1), by striking “and any nonbank financial company
supervised by the Board of Governors”;

(I) in subsection (h)—

(i) by striking paragraph (1);

(ii) by redesignating paragraphs (2), (3), and (4) as paragraphs (1),
(2), and (3), respectively;

(ii1) in paragraph (1), as so redesignated, by striking “paragraph (3)”
each place such term appears and inserting “paragraph (2)”; and

(iv) in paragraph (2), as so redesignated—

(I) in subparagraph (A), by striking “the nonbank financial com-
pany supervised by the Board of Governors or bank holding com-
pany described in subsection (a), as applicable” and inserting “a
bank holding company described in subsection (a)”; and

(II) in subparagraph (B), by striking “the nonbank financial com-
pany supervised by the Board of Governors or a bank holding com-
pany described in subsection (a), as applicable” and inserting “a
bank holding company described in subsection (a)”;

(J) in subsection (i)—
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(i) in paragraph (1)—

(I) in subparagraph (A), by striking “, in coordination with the
appropriate primary financial regulatory agencies and the Federal
Insurance Office,”;

(II) in subparagraph (B)—

(aa) by amending clause (i) to read as follows:

“(1) shall—

“(I) issue regulations, after providing for public notice and com-
ment, that provide for at least 3 different sets of conditions under
which the evaluation required by this subsection shall be con-
ducted, including baseline, adverse, and severely adverse, and
methodologies, including models used to estimate losses on certain
assets, and the Board of Governors shall not carry out any such
evaluation until 60 days after such regulations are issued; and

“(II) provide copies of such regulations to the Comptroller Gen-
eral of the United States and the Panel of Economic Advisors of the
Congressional Budget Office before publishing such regulations;”;

(bb) in clause (ii), by striking “and nonbank financial compa-
nies”;

(ce) in clause (iv), by striking “and” at the end;

(dd) in clause (v), by striking the period and inserting the
following: “, including any results of a resubmitted test;”; and

(ee) by adding at the end the following:

“(vi) shall, in establishing the severely adverse condition under clause
(i), provide detailed consideration of the model’s effects on financial sta-
bility and the cost and availability of credit;

“(vii) shall, in developing the models and methodologies and pro-
viding them for notice and comment under this subparagraph, publish
a process to test the models and methodologies for their potential to
magnify systemic and institutional risks instead of facilitating in-
creased resiliency;

“(viii) shall design and publish a process to test and document the
sensitivity and uncertainty associated with the model system’s data
quality, specifications, and assumptions; and

“(ix) shall communicate the range and sources of uncertainty sur-
rounding the models and methodologies.”; and

(III) by adding at the end the following:

“(C) CCAR REQUIREMENTS.—

“(i) PARAMETERS AND CONSEQUENCES APPLICABLE TO CCAR.—The re-
quirements of subparagraph (B) shall apply to CCAR.

“(i1) TWO-YEAR LIMITATION.—The Board of Governors may not subject
a company to CCAR more than once every two years.

“(iii) MID-CYCLE RESUBMISSION.—If a company receives a quantitative
objection to, or otherwise desires to amend the company’s capital plan,
the company may file a new streamlined plan at any time after a cap-
ital planning exercise has been completed and before a subsequent cap-
ital planning exercise.

“(iv) LIMITATION ON QUALITATIVE CAPITAL PLANNING OBJECTIONS.—In
carrying out CCAR, the Board of Governors may not object to a com-
pany’s capital plan on the basis of qualitative deficiencies in the com-
pany’s capital planning process.

“(v) COMPANY INQUIRIES.—The Board of Governors shall establish
and publish procedures for responding to inquiries from companies sub-
ject to CCAR, including establishing the time frame in which such re-
sponses will be made, and make such procedures publicly available.

“(vi) CCAR DEFINED.—For purposes of this subparagraph and sub-
paragraph (E), the term ‘CCAR’ means the Comprehensive Capital
Analysis and Review established by the Board of Governors.”; and

(i1) in paragraph (2)—

(I) in subparagraph (A)—

(aa) by striking “a bank holding company” and inserting
“bank holding company”;

(bb) by striking “semiannual” and inserting “annual”;

(cc) by striking “All other financial companies” and inserting
“All other bank holding companies”; and

(dd) by striking “and are regulated by a primary Federal fi-
nancial regulatory agency”;

(IT) in subparagraph (B)—
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(aa) by striking “and to its primary financial regulatory
agency”; and
(bb) by striking “primary financial regulatory agency” the
second time it appears and inserting “Board of Governors”; and
(ITI) in subparagraph (C)—
(aa) by striking “Each Federal primary financial regulatory
agency, in coordination with the Board of Governors and the
Federal Insurance Office,” and inserting “The Board of Gov-
ernors”; and
(bb) by striking “consistent and comparable”.
(K) in subsection (j)—
(i) in paragraph (1), by striking “or a nonbank financial company su-
pervised by the Board of Governors”; and
(ii) in paragraph (2), by striking “the factors described in subsections
(a) and (b) of section 113 and any other” and inserting “any”;
(L) in subsection (k)(1), by striking “or nonbank financial company super-
vised by the Board of Governors”; and
(M) by adding at the end the following:

“(1) EXEMPTION FOR QUALIFYING BANKING ORGANIZATIONS.—This section shall not
apply to a proposed acquisition by a qualifying banking organization, as defined
under section 605 of the Financial CHOICE Act of 2017.”.

(c) TREATMENT OF OTHER RESOLUTION PLAN REQUIREMENTS.—

(1) IN GENERAL.—With respect to an appropriate Federal banking agency that
requires a banking organization to submit to the agency a resolution plan not
described under section 165(d) of the Dodd-Frank Wall Street Reform and Con-
sumer Protection Act—

(A) the agency shall comply with the requirements of paragraphs (3) and
(4) of such section 165(d);

(B) the agency may not require the submission of such a resolution plan
more often than every 2 years; and

(C) paragraphs (6) and (7) of such section 165(d) shall apply to such a
resolution plan.

(2) DEFINITIONS.—For purposes of this subsection, the terms “appropriate
Federal banking agency” and “banking organization” have the meaning given
those terms, respectively, under section 105.

(d) AcTiONS TO CREATE A BANK HOLDING COMPANY.—Section 3(b)(1) of the Bank
Holding Company Act of 1956 (12 U.S.C. 1842(b)(1)) is amended—

(1) by striking “Upon receiving” and inserting the following:

“(A) IN GENERAL.—Upon receiving”;
. (2) by striking “Notwithstanding any other provision” and inserting the fol-
owing:
“(B) IMMEDIATE ACTION.—
“(1) IN GENERAL.—Notwithstanding any other provision”; and

(3) by adding at the end the following:

“(i1) EXCEPTION.—The Board may not take any action pursuant to
clause (i) on an application that would cause any company to become
a bank holding company unless such application involves the company
acquiring a bank that is critically undercapitalized (as such term is de-
fined under section 38(b) of the Federal Deposit Insurance Act).”.

(e) CONCENTRATION LIMITS APPLIED ONLY TO BANKING ORGANIZATIONS.—Section
14 of the Bank Holding Company Act of 1956 (12 U.S.C. 1852) is amended—

(1) by striking “financial company” each place such term appears and insert-
ing “banking organization”;

(2) in subsection (a)—

(A) by amending paragraph (2) to read as follows:
“(2) the term ‘banking organization’ means—
“(A) an insured depository institution;
“(B) a bank holding company;
“(C) a savings and loan holding company;
“(D) a company that controls an insured depository institution; and
“(E) a foreign bank or company that is treated as a bank holding com-
pany for purposes of this Act; and”;
(B) in paragraph (3)—

(i) in subparagraph (A)(ii), by adding “and” at the end,;

(ii) in subparagraph (B)(ii), by striking “; and” and inserting a period;
and

(ii1) by striking subparagraph (C); and

(3) in subsection (b), by striking “financial companies” and inserting “banking
organizations”.
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(f) CONFORMING AMENDMENT.—Section 3502(5) of title 44, United States Code, is
amended by striking “the Office of Financial Research,”.

(g) CLERICAL AMENDMENT.—The table of contents under section 1(b) of the Dodd-
Frank Wall Street Reform and Consumer Protection Act is amended by striking the
items relating to subtitle B of title I and 113, 114, 115, 116, 117, 119, 120, 121, 161,
162, 164, 166, 167, 168, 170, 172, 174, and 175.

SEC. 152. OPERATIONAL RISK CAPITAL REQUIREMENTS FOR BANKING ORGANIZATIONS.

(a) IN GENERAL.—An appropriate Federal banking agency may not establish an
operational risk capital requirement for banking organizations, unless such require-
ment—

(1) is based on the risks posed by a banking organization’s current activities
and businesses;

(2) is appropriately sensitive to the risks posed by such current activities and
businesses;

(3) is determined under a forward-looking assessment of potential losses that
may arise out of a banking organization’s current activities and businesses,
which is not solely based on a banking organization’s historical losses; and

(4) permits adjustments based on qualifying operational risk mitigants.

(b) DEFINITIONS.—For purposes of this section, the terms “appropriate Federal
banking agency” and “banking organization” have the meaning given those terms,
respectively, under section 605.

TITLE II—-DEMANDING ACCOUNTABILITY
FROM WALL STREET

Subtitle A—SEC Penalties Modernization

SEC. 211. ENHANCEMENT OF CIVIL PENALTIES FOR SECURITIES LAWS VIOLATIONS.

(a) UPDATED CIvIL MONEY PENALTIES.—
(1) SECURITIES ACT OF 1933.—
(A) MONEY PENALTIES IN ADMINISTRATIVE ACTIONS.—Section 8A(g)(2) of
the Securities Act of 1933 (15 U.S.C. 77h-1(g)(2)) is amended—

(i) in subparagraph (A)—

(I) by striking “$7,500” and inserting “$10,000”; and

(IT) by striking “$75,000” and inserting “$100,0007;

(ii) in subparagraph (B)—

by striking “$75,000” and inserting “$100,000”; and

(II) by striking “$375,000” and inserting “$500,000”; and

(ii1) by striking subparagraph (C) and inserting the following:

“(C) THIRD TIER.—

“(i) IN GENERAL.—Notwithstanding subparagraphs (A) and (B), the
amount of penalty for each such act or omission shall not exceed the
amount specified in clause (ii) if—

“(I) the act or omission described in paragraph (1) involved fraud,
deceit, manipulation, or deliberate or reckless disregard of a regu-
latory requirement; and

“(II) such act or omission directly or indirectly resulted in—

“(aa) substantial losses or created a significant risk of sub-
stantial losses to other persons; or

“(bb) substantial pecuniary gain to the person who com-
mitted the act or omission.

“(il)) MAXIMUM AMOUNT OF PENALTY.—The amount referred to in
clause (i) is the greatest of—

“I) $300,000 for a natural person or $1,450,000 for any other
person;

“(II) 3 times the gross amount of pecuniary gain to the person
who committed the act or omission; or

“(IIT) the amount of losses incurred by victims as a result of the
act or omission.”.

(B) MONEY PENALTIES IN CIVIL ACTIONS.—Section 20(d)(2) of the Securi-
ties Act of 1933 (15 U.S.C. 77t(d)(2)) is amended—

(i) in subparagraph (A)—

(I) by striking “$5,000” and inserting “$10,000”; and

(II) by striking “$50,000” and inserting “$100,000”;

(ii) in subparagraph (B)—

(I) by striking “$50,000” and inserting “$100,000”; and
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(IT) by striking “$250,000” and inserting “$500,000”; and

(ii1) by striking subparagraph (C) and inserting the following:

“(C) THIRD TIER.—

“{d) IN GENERAL.—Notwithstanding subparagraphs (A) and (B), the
amount of penalty for each such violation shall not exceed the amount
specified in clause (ii) if—

“(I) the violation described in paragraph (1) involved fraud, de-
ceit, manipulation, or deliberate or reckless disregard of a regu-
latory requirement; and

“(II) such violation directly or indirectly resulted in substantial
losses or created a significant risk of substantial losses to other
persons.

“(i1) MAXIMUM AMOUNT OF PENALTY.—The amount referred to in
clause (i) is the greatest of—

“I) $300,000 for a natural person or $1,450,000 for any other
person;

“(II) 3 times the gross amount of pecuniary gain to such defend-
ant as a result of the violation; or

“(IIT) the amount of losses incurred by victims as a result of the
violation.”.

(2) SECURITIES EXCHANGE ACT OF 1934.—

(A) MONEY PENALTIES IN CIVIL ACTIONS.—Section 21(d)(3)(B) of the Secu-
rities Exchange Act of 1934 (15 U.S.C. 78u(d)(3)(B)) is amended—

(1) in clause (1)—

(I) by striking “$5,000” and inserting “$10,000”; and

(II) by striking “$50,000” and inserting “$100,000”;

(ii) in clause (i1)—

(I) by striking “$50,000” and inserting “$100,000”; and

(IT) by striking “$250,000” and inserting “$500,000”; and

(ii1) by striking clause (iii) and inserting the following:

“(iii) THIRD TIER.—

“(I) IN GENERAL.—Notwithstanding clauses (i) and (ii), the amount of
penalty for each such violation shall not exceed the amount specified
in subclause (II) if—

“(aa) the violation described in subparagraph (A) involved fraud,
deceit, manipulation, or deliberate or reckless disregard of a regu-
latory requirement; and

“(bb) such violation directly or indirectly resulted in substantial
losses or created a significant risk of substantial losses to other
persons.

“(II) MAXIMUM AMOUNT OF PENALTY.—The amount referred to in sub-
clause (I) is the greatest of—

“(aa) $300,000 for a natural person or $1,450,000 for any other
person;

“(bb) 3 times the gross amount of pecuniary gain to such defend-
ant as a result of the violation; or

“(cc) the amount of losses incurred by victims as a result of the
violation.”.

(B) MONEY PENALTIES IN ADMINISTRATIVE ACTIONS.—Section 21B(b) of the
Securities Exchange Act of 1934 (15 U.S.C. 78u—2(b)) is amended—

(i) in paragraph (1)—

(I) by striking “$5,000” and inserting “$10,000”; and

(IT) by striking “$50,000” and inserting “$100,0007;

(i1) in paragraph (2)—

(I) by striking “$50,000” and inserting “$100,000”; and

(IT) by striking “$250,000” and inserting “$500,000”; and

(ii1) by striking paragraph (3) and inserting the following:

“(3) THIRD TIER.—

“(A) IN GENERAL.—Notwithstanding paragraphs (1) and (2), the amount
of penalty for each such act or omission shall not exceed the amount speci-
fied in subparagraph (B) if—

“(i) the act or omission described in subsection (a) involved fraud, de-
ceit, manipulation, or deliberate or reckless disregard of a regulatory
requirement; and

“(i1) such act or omission directly or indirectly resulted in substantial
losses or created a significant risk of substantial losses to other persons
or resulted in substantial pecuniary gain to the person who committed
the act or omission.
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“(B) MAXIMUM AMOUNT OF PENALTY.—The amount referred to in subpara-
graph (A) is the greatest of—

“(1) $300,000 for a natural person or $1,450,000 for any other person;

“(i1) 3 times the gross amount of pecuniary gain to the person who
committed the act or omission; or

“(iii) the amount of losses incurred by victims as a result of the act
or omission.”.

(3) INVESTMENT COMPANY ACT OF 1940.—
(A) MONEY PENALTIES IN ADMINISTRATIVE ACTIONS.—Section 9(d)(2) of the
Investment Company Act of 1940 (15 U.S.C. 80a-9(d)(2)) is amended—

(i) in subparagraph (A)—

(I) by striking “$5,000” and inserting “$10,000”; and

(IT) by striking “$50,000” and inserting “$100,0007;

(i1) in subparagraph (B)—

(I) by striking “$50,000” and inserting “$100,000”; and

(II) by striking “$250,000” and inserting “$500,000”; and

(ii1) by striking subparagraph (C) and inserting the following:

“(C) THIRD TIER.—

“(i) IN GENERAL.—Notwithstanding subparagraphs (A) and (B), the
amount of penalty for each such act or omission shall not exceed the
amount specified 1n clause (ii) if—

“(I) the act or omission described in paragraph (1) involved fraud,
deceit, manipulation, or deliberate or reckless disregard of a regu-
latory requirement; and

“(II) such act or omission directly or indirectly resulted in sub-
stantial losses or created a significant risk of substantial losses to
other persons or resulted in substantial pecuniary gain to the per-
son who committed the act or omission.

“(ii) MAXIMUM AMOUNT OF PENALTY.—The amount referred to in
clause (i) is the greatest of—

“I) $300,000 for a natural person or $1,450,000 for any other

erson;

“(II) 8 times the gross amount of pecuniary gain to the person
who committed the act or omission; or

“(III) the amount of losses incurred by victims as a result of the
act or omission.”.

(B) MONEY PENALTIES IN CIVIL ACTIONS.—Section 42(e)(2) of the Invest-
ment Company Act of 1940 (15 U.S.C. 80a—41(e)(2)) is amended—

(i) in subparagraph (A)—

(I) by striking “$5,000” and inserting “$10,000”; and

(IT) by striking “$50,000” and inserting “$100,0007;

(i1) in subparagraph (B)—

(I) by striking “$50,000” and inserting “$100,000”; and

(IT) by striking “$250,000” and inserting “$500,000”; and

(ii1) by striking subparagraph (C) and inserting the following:

“(C) THIRD TIER.—

“d) IN GENERAL.—Notwithstanding subparagraphs (A) and (B), the
amount of penalty for each such violation shall not exceed the amount
specified in clause (ii) if—

“(I) the violation described in paragraph (1) involved fraud, de-
ceit, manipulation, or deliberate or reckless disregard of a regu-
latory requirement; and

“(II) such violation directly or indirectly resulted in substantial
losses or created a significant risk of substantial losses to other
persons.

“(i1) MAXIMUM AMOUNT OF PENALTY.—The amount referred to in
clause (i) is the greatest of—

“I) $300,000 for a natural person or $1,450,000 for any other

erson;

“(II) 3 times the gross amount of pecuniary gain to such defend-
ant as a result of the violation; or

“(III) the amount of losses incurred by victims as a result of the
violation.”.

(4) INVESTMENT ADVISERS ACT OF 1940.—
(A) MONEY PENALTIES IN ADMINISTRATIVE ACTIONS.—Section 203(i)(2) of
the Investment Advisers Act of 1940 (15 U.S.C. 80b—3(i)(2)) is amended—

(i) in subparagraph (A)—

(I) by striking “$5,000” and inserting “$10,000”; and

(IT) by striking “$50,000” and inserting “$100,0007;
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(ii) in subparagraph (B)—

(I) by striking “$50,000” and inserting “$100,000”; and

(IT) by striking “$250,000” and inserting “$500,000”; and

(ii1) by striking subparagraph (C) and inserting the following:

“(C) THIRD TIER.—

“(i) IN GENERAL.—Notwithstanding subparagraphs (A) and (B), the
amount of penalty for each such act or omission shall not exceed the
amount specified in clause (ii) if—

“(I) the act or omission described in paragraph (1) involved fraud,
deceit, manipulation, or deliberate or reckless disregard of a regu-
latory requirement; and

“(II) such act or omission directly or indirectly resulted in sub-
stantial losses or created a significant risk of substantial losses to
other persons or resulted in substantial pecuniary gain to the per-
son who committed the act or omission.

“(ii) MAXIMUM AMOUNT OF PENALTY.—The amount referred to in
clause (i) is the greatest of—

“I) $300,000 for a natural person or $1,450,000 for any other
person;

“(II) 38 times the gross amount of pecuniary gain to the person
who committed the act or omission; or

“(IIT) the amount of losses incurred by victims as a result of the
act or omission.”.

(B) MONEY PENALTIES IN CIVIL ACTIONS.—Section 209(e)(2) of the Invest-
ment Advisers Act of 1940 (15 U.S.C. 80b-9(e)(2)) is amended—

(i) in subparagraph (A)—

(I) by striking “$5,000” and inserting “$10,000”; and

(II) by striking “$50,000” and inserting “$100,000”;

(ii) in subparagraph (B)—

(I) by striking “$50,000” and inserting “$100,000”; and

(II) by striking “$250,000” and inserting “$500,000”; and

(ii1) by striking subparagraph (C) and inserting the following:

“(C) THIRD TIER.—

“(i) IN GENERAL.—Notwithstanding subparagraphs (A) and (B), the
amount of penalty for each such violation shall not exceed the amount
specified in clause (ii) if—

“(I) the violation described in paragraph (1) involved fraud, de-
ceit, manipulation, or deliberate or reckless disregard of a regu-
latory requirement; and

“(II) such violation directly or indirectly resulted in substantial
losses or created a significant risk of substantial losses to other
persons.

“(i1) MAXIMUM AMOUNT OF PENALTY.—The amount referred to in
clause (i) is the greatest of—

“I) $300,000 for a natural person or $1,450,000 for any other
person;

“(II) 3 times the gross amount of pecuniary gain to such defend-
ant as a result of the violation; or

“(IIT) the amount of losses incurred by victims as a result of the
violation.”.

(b) PENALTIES FOR RECIDIVISTS.—
(1) SECURITIES ACT OF 1933.—

(A) MONEY PENALTIES IN ADMINISTRATIVE ACTIONS.—Section 8A(g)(2) of
the Securities Act of 1933 (15 U.S.C. 77h-1(g)(2)) is amended by adding at
the end the following:

“(D) FourTH TIER.—Notwithstanding subparagraphs (A), (B), and (C), the
maximum amount of penalty for each such act or omission shall be 3 times
the otherwise applicable amount in such subparagraphs if, within the 5-
year period preceding such act or omission, the person who committed the
act or omission was criminally convicted for securities fraud or became sub-
ject to a judgment or order imposing monetary, equitable, or administrative
relief in any Commission action alleging fraud by that person.”.

(B) MONEY PENALTIES IN CIVIL ACTIONS.—Section 20(d)(2) of the Securi-
ties Act of 1933 (15 U.S.C. 77t(d)(2)) is amended by adding at the end the
following:

“(D) FourTH TIER.—Notwithstanding subparagraphs (A), (B), and (C), the
maximum amount of penalty for each such violation shall be 3 times the
otherwise applicable amount in such subparagraphs if, within the 5-year
period preceding such violation, the defendant was criminally convicted for
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securities fraud or became subject to a judgment or order imposing mone-
tary, equitable, or administrative relief in any Commission action alleging
fraud by that defendant.”.

(2) SECURITIES EXCHANGE ACT OF 1934.—

(A) MONEY PENALTIES IN CIVIL ACTIONS.—Section 21(d)(3)(B) of the Secu-
rities Exchange Act of 1934 (15 U.S.C. 78u(d)(3)(B)) is amended by adding
at the end the following:

“(iv) FOURTH TIER.—Notwithstanding clauses (i), (ii), and (iii), the
maximum amount of penalty for each such violation shall be 3 times
the otherwise applicable amount in such clauses if, within the 5-year
period preceding such violation, the defendant was criminally convicted
for securities fraud or became subject to a judgment or order imposing
monetary, equitable, or administrative relief in any Commission action
alleging fraud by that defendant.”.

(B) MONEY PENALTIES IN ADMINISTRATIVE ACTIONS.—Section 21B(b) of the
Securities Exchange Act of 1934 (15 U.S.C. 78u—2(b)) is amended by adding
at the end the following:

“(4) FourTH TIER.—Notwithstanding paragraphs (1), (2), and (3), the max-
imum amount of penalty for each such act or omission shall be 3 times the oth-
erwise applicable amount in such paragraphs if, within the 5-year period pre-
ceding such act or omission, the person who committed the act or omission was
criminally convicted for securities fraud or became subject to a judgment or
order imposing monetary, equitable, or administrative relief in any Commission
action alleging fraud by that person.”.

(3) INVESTMENT COMPANY ACT OF 1940.—

(A) MONEY PENALTIES IN ADMINISTRATIVE ACTIONS.—Section 9(d)(2) of the
Investment Company Act of 1940 (15 U.S.C. 80a-9(d)(2)) is amended by
adding at the end the following:

“(D) FourTH TIER.—Notwithstanding subparagraphs (A), (B), and (C), the
maximum amount of penalty for each such act or omission shall be 3 times
the otherwise applicable amount in such subparagraphs if, within the 5-
year period preceding such act or omission, the person who committed the
act or omission was criminally convicted for securities fraud or became sub-
ject to a judgment or order imposing monetary, equitable, or administrative
relief in any Commission action alleging fraud by that person.”.

(B) MONEY PENALTIES IN CIVIL ACTIONS.—Section 42(e)(2) of the Invest-
ment Company Act of 1940 (15 U.S.C. 80a—41(e)(2)) is amended by adding
at the end the following:

“(D) FourTH TIER.—Notwithstanding subparagraphs (A), (B), and (C), the
maximum amount of penalty for each such violation shall be 3 times the
otherwise applicable amount in such subparagraphs if, within the 5-year
period preceding such violation, the defendant was criminally convicted for
securities fraud or became subject to a judgment or order imposing mone-
tary, equitable, or administrative relief in any Commission action alleging
fraud by that defendant.”.

(4) INVESTMENT ADVISERS ACT OF 1940.—

(A) MONEY PENALTIES IN ADMINISTRATIVE ACTIONS.—Section 203(i)(2) of
the Investment Advisers Act of 1940 (15 U.S.C. 80b—3(i)(2)) is amended by
adding at the end the following:

“(D) FourTH TIER.—Notwithstanding subparagraphs (A), (B), and (C), the
maximum amount of penalty for each such act or omission shall be 3 times
the otherwise applicable amount in such subparagraphs if, within the 5-
year period preceding such act or omission, the person who committed the
act or omission was criminally convicted for securities fraud or became sub-
ject to a judgment or order imposing monetary, equitable, or administrative
relief in any Commission action alleging fraud by that person.”.

(B) MONEY PENALTIES IN CIVIL ACTIONS.—Section 209(e)(2) of the Invest-
ment Advisers Act of 1940 (15 U.S.C. 80b-9(e)(2)) is amended by adding at
the end the following:

“(D) FourTH TIER.—Notwithstanding subparagraphs (A), (B), and (C), the
maximum amount of penalty for each such violation shall be 3 times the
otherwise applicable amount in such subparagraphs if, within the 5-year
period preceding such violation, the defendant was criminally convicted for
securities fraud or became subject to a judgment or order imposing mone-
tary, equitable, or administrative relief in any Commission action alleging
fraud by that defendant.”.

(c) VIOLATIONS OF INJUNCTIONS AND BARS.—

(1) SECURITIES ACT OF 1933.—Section 20(d) of the Securities Act of 1933 (15

U.S.C. 77t(d)) is amended—
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(A) in paragraph (1), by inserting after “the rules or regulations there-
under,” the following: “a Federal court injunction or a bar obtained or en-
tered by the Commission under this title,”; and

(B) by striking paragraph (4) and inserting the following:

“(4) SPECIAL PROVISIONS RELATING TO A VIOLATION OF AN INJUNCTION OR CER-
TAIN ORDERS.—

“(A) IN GENERAL.—Each separate violation of an injunction or order de-
scribed in subparagraph (B) shall be a separate offense, except that in the
case of a violation through a continuing failure to comply with such injunc-
tion or order, each day of the failure to comply with the injunction or order
shall be deemed a separate offense.

“(B) INJUNCTIONS AND ORDERS.—Subparagraph (A) shall apply with re-
spect to any action to enforce—

“(i) a Federal court injunction obtained pursuant to this title;

“(ii) an order entered or obtained by the Commission pursuant to this
title that bars, suspends, places limitations on the activities or func-
tions of, or prohibits the activities of, a person; or

“(iii) a cease-and-desist order entered by the Commission pursuant to
section 8A.”.

(2) SECURITIES EXCHANGE ACT OF 1934.—Section 21(d)(3) of the Securities Ex-
change Act of 1934 (15 U.S.C. 78u(d)(3)) is amended—

(A) in subparagraph (A), by inserting after “the rules or regulations
thereunder,” the following: “a Federal court injunction or a bar obtained or
entered by the Commission under this title,”; and

(B) by striking subparagraph (D) and inserting the following:

“(D) SPECIAL PROVISIONS RELATING TO A VIOLATION OF AN INJUNCTION OR CER-
TAIN ORDERS.—

“(i) IN GENERAL.—Each separate violation of an injunction or order de-
scribed in clause (ii) shall be a separate offense, except that in the case of
a violation through a continuing failure to comply with such injunction or
order, each day of the failure to comply with the injunction or order shall
be deemed a separate offense.

“(i1) INJUNCTIONS AND ORDERS.—Clause (i) shall apply with respect to an
action to enforce—

“(I) a Federal court injunction obtained pursuant to this title;

“(II) an order entered or obtained by the Commission pursuant to
this title that bars, suspends, places limitations on the activities or
functions of, or prohibits the activities of, a person; or

“(ITI) a cease-and-desist order entered by the Commission pursuant
to section 21C.”.

(3) INVESTMENT COMPANY ACT OF 1940.—Section 42(e) of the Investment Com-
pany Act of 1940 (15 U.S.C. 80a—41(e)) is amended—

(A) in paragraph (1), by inserting after “the rules or regulations there-
under,” the following: “a Federal court injunction or a bar obtained or en-
tered by the Commission under this title,”; and

(B) by striking paragraph (4) and inserting the following:

“(4) SPECIAL PROVISIONS RELATING TO A VIOLATION OF AN INJUNCTION OR CER-
TAIN ORDERS.—

“(A) IN GENERAL.—Each separate violation of an injunction or order de-
scribed in subparagraph (B) shall be a separate offense, except that in the
case of a violation through a continuing failure to comply with such injunc-
tion or order, each day of the failure to comply with the injunction or order
shall be deemed a separate offense.

“(B) INJUNCTIONS AND ORDERS.—Subparagraph (A) shall apply with re-
spect to any action to enforce—

“(i) a Federal court injunction obtained pursuant to this title;

“(i1) an order entered or obtained by the Commission pursuant to this
title that bars, suspends, places limitations on the activities or func-
tions of, or prohibits the activities of, a person; or

“(iii) a cease-and-desist order entered by the Commission pursuant to
section 9(f).”.

(4) INVESTMENT ADVISERS ACT OF 1940.—Section 209(e) of the Investment Ad-
visers Act of 1940 (15 U.S.C. 80b—9(e)) is amended—

(A) in paragraph (1), by inserting after “the rules or regulations there-
under,” the following: “a Federal court injunction or a bar obtained or en-
tered by the Commission under this title,”; and

(B) by striking paragraph (4) and inserting the following:

“(4) SPECIAL PROVISIONS RELATING TO A VIOLATION OF AN INJUNCTION OR CER-
TAIN ORDERS.—
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“(A) IN GENERAL.—Each separate violation of an injunction or order de-
scribed in subparagraph (B) shall be a separate offense, except that in the
case of a violation through a continuing failure to comply with such injunc-
tion or order, each day of the failure to comply with the injunction or order
shall be deemed a separate offense.

“(B) INJUNCTIONS AND ORDERS.—Subparagraph (A) shall apply with re-
spect to any action to enforce—

“(i) a Federal court injunction obtained pursuant to this title;

“(i1) an order entered or obtained by the Commission pursuant to this
title that bars, suspends, places limitations on the activities or func-
tions of, or prohibits the activities of, a person; or

“(iii) a cease-and-desist order entered by the Commission pursuant to
section 203(k).”.

(d) EFFECTIVE DATE.—The amendments made by this section shall apply with re-
spect to conduct that occurs after the date of the enactment of this Act.

SEC. 212. UPDATED CIVIL MONEY PENALTIES OF PUBLIC COMPANY ACCOUNTING OVERSIGHT
BOARD.
(a) IN GENERAL.—Section 105(c)(4)(D) of the Sarbanes-Oxley Act of 2002 (15
U.S.C. 7215(c)(4)(D)) is amended—
(1) in clause (i)—
(A) by striking “$100,000” and inserting “$200,000”; and
(B) by striking “$2,000,000” and inserting “$4,000,000”; and
(2) in clause (ii)—
(A) by striking “$750,000” and inserting “$1,500,000”; and
(B) by striking “$15,000,000” and inserting “$22,000,000”.
(b) EFFECTIVE DATE.—The amendments made by this section shall apply with re-
spect to conduct that occurs after the date of the enactment of this Act.

SEC. 213. UPDATED CIVIL MONEY PENALTY FOR CONTROLLING PERSONS IN CONNECTION
WITH INSIDER TRADING.
(a) IN GENERAL.—Section 21A(a)(3) of the Securities Exchange Act of 1934 (15
U.S.C. 78u—1(a)(3)) is amended by striking “$1,000,000” and inserting “$2,500,000”.
(b) EFFECTIVE DATE.—The amendment made by this section shall apply with re-
spect to conduct that occurs after the date of the enactment of this Act.

SEC. 214. UPDATE OF CERTAIN OTHER PENALTIES.

(a) IN GENERAL.—Section 32 of the Securities Exchange Act of 1934 (15 U.S.C.
78ff) is amended—
(1) in subsection (a), by striking “$5,000,000” and inserting “$7,000,000”; and
(2) in subsection (c)—
(A) in paragraph (1)—
(i) in subparagraph (A), by striking “$2,000,000” and inserting
“$4,000,000”; and
(ii) in subparagraph (B), by striking “$10,000” and inserting
“$50,000”; and
(B) in paragraph (2)—
(1) in subparagraph (A), by striking “$100,000” and inserting
“$250,000”; and
(ii) in subparagraph (B), by striking “$10,000” and inserting
“$50,000”.
(b) EFFECTIVE DATE.—The amendments made by this section shall apply with re-
spect to conduct that occurs after the date of the enactment of this Act.

SEC. 215. MONETARY SANCTIONS TO BE USED FOR THE RELIEF OF VICTIMS.

(a) IN GENERAL.—Section 308(a) of the Sarbanes-Oxley Act of 2002 (15 U.S.C.
7246(a)) is amended to read as follows:
“(a) MONETARY SANCTIONS TO BE USED FOR THE RELIEF OF VICTIMS.—

“(1) IN GENERAL.—If, in any judicial or administrative action brought by the
Commission under the securities laws, the Commission obtains a monetary
sanction (as defined in section 21F(a) of the Securities Exchange Act of 1934)
against any person for a violation of such laws, or such person agrees, in settle-
ment of any such action, to such monetary sanction, the amount of such mone-
tary sanction shall, on the motion or at the direction of the Commission, be
added to and become part of a disgorgement fund or other fund established for
the benefit of the victims of such violation.

“(2) DEFINITION OF VICTIM.—In this subsection, the term ‘victim’ has the
meaning given the term ‘crime victim’ in section 3771(e) of title 18, United
States Code.”.
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(b) MONETARY SANCTION DEFINED.—Section 21F(a)(4)(A) of the Securities Ex-
change Act of 1934 (15 U.S.C. 78u—6(a)(4)(A)) is amended by striking “ordered” and
inserting “required”.

(¢) EFFECTIVE DATE.—The amendments made by this section apply with respect
to any monetary sanction ordered or required to be paid before or after the date of
enactment of this Act.

SEC. 216. GAO REPORT ON USE OF CIVIL MONEY PENALTY AUTHORITY BY COMMISSION.

(a) IN GENERAL.—Not later than 2 years after the date of the enactment of this
Act, the Comptroller General of the United States shall submit to the Committee
on Financial Services of the House of Representatives and the Committee on Bank-
ing, Housing, and Urban Affairs of the Senate a report on the use by the Commis-
sion of the authority to impose or obtain civil money penalties for violations of the
securities laws during the period beginning on June 1, 2010, and ending on the date
of the enactment of this Act.

(b) MATTERS REQUIRED TO BE INCLUDED.—The matters covered by the report re-
quired by subsection (a) shall include the following:

(1) The types of violations for which civil money penalties were imposed or
obtained.
(2) The types of persons on whom civil money penalties were imposed or from
whom such penalties were obtained.
(3) The number and dollar amount of civil money penalties imposed or ob-
tained, disaggregated as follows:
(A) Penalties imposed in administrative actions and penalties obtained in
judicial actions.
(B) Penalties imposed on or obtained from issuers (individual and aggre-
gate filers) and penalties imposed on or obtained from other persons.
(C) Penalties permitted to be retained for use by the Commission and
genalties deposited in the general fund of the Treasury of the United
tates.
(4) For penalties imposed on or obtained from issuers:
(A) Whether the violations involved resulted in direct economic benefit to
the issuers.
(B) The impact of the penalties on the shareholders of the issuers.

(c) DEFINITIONS.—In this section, the terms “Commission”, “issuer”, and “securi-
ties laws” have the meanings given such terms in section 3(a) of the Securities Ex-
change Act of 1934 (15 U.S.C. 78c(a)).

Subtitle B—FIRREA Penalties Modernization

SEC. 221. INCREASE OF CIVIL AND CRIMINAL PENALTIES ORIGINALLY ESTABLISHED IN THE
FINANCIAL INSTITUTIONS REFORM, RECOVERY, AND ENFORCEMENT ACT OF 1989.
(a) AMENDMENTS TO FIRREA.—Section 951(b) of the Financial Institutions Re-
form, Recovery, and Enforcement Act of 1989 (12 U.S.C. 1833a(b)) is amended—
(1) in paragraph (1), by striking “$1 000,000” and inserting “$1,500,000”; and
(2) in paragraph (2), by striking $1 000 ,000 per day or $5,000,000” and in-
serting “$1,500,000 per day or $7,500, 000”.
(b) AMENDMENTS TO THE HOME OWNERS' LOAN ACT.—The Home Owners’ Loan
Act (12 U.S.C. 1461 et seq.) is amended—
(1) in section 5(v)(6), by striking “$1,000,000” and inserting “$1,500,000”; and
(2) in section 10—
(A) in subsection (r)3), by striking “$1,000,000” and inserting
“$1,500,000”; and
(B) in subsection @(1)(1)(B), by striking “$1,000,000” and inserting
“$1,500,000”.
(c) AMENDMENTS TO THE FEDERAL DEPOSIT INSURANCE ACT.—The Federal Deposit
Insurance Act (12 U.S.C. 1811 et seq.) is amended—
(1) in section 7—
(A) in subsection (a)1), by striking “$1,000,000” and inserting
“$1,500,000”; and
(B) in subsectlon (G)16)D), by strlklng “$1,000,000” each place such term
appears and inserting “$1,500,0007;
(2) in section 8—
(A) in subsection (1)(2)(D) by striking “$1,000,000” each place such term
appears and inserting “$1,500,000”; and
(C]IB) in subsection (j), by strlkmg “$1 000,000” and inserting “$1,500,0007;
an
(3) in section 19(b), by striking “$1,000,000” and inserting “$1,500,000”.
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(d) AMENDMENTS TO THE FEDERAL CREDIT UNION AcT.—The Federal Credit Union

Act (12 U.S.C. 1751 et seq.) is amended—
(1) in section 202(a)(3), by striking “$1,000,000” and inserting “$1,500,0007;
((%) in section 205(d)(3), by striking “$1,000,000” and inserting “$1,500,0007;
an
(3) in section 206—
(A) in subsection (k)(2)(D), by striking “$1,000,000” each place such term
appears and inserting “$1,500,000”; and
(B) in subsection (I), by striking “$1,000,000” and inserting “$1,500,000”.

(e) AMENDMENTS TO THE REVISED STATUTES OF THE UNITED STATES.—Title LXII
of the Revised Statutes of the United States is amended—

(1) in section 5213(c), by striking “$1,000,000” and inserting “$1,500,000”; and
(2) in section 5239(b)(4), by striking “$1,000,000” each place such term ap-
pears and inserting “$1,500,000”.

(f) AMENDMENTS TO THE FEDERAL RESERVE ACT.—The Federal Reserve Act (12
U.S.C. 221 et seq.) is amended—

(1) in the 6th undesignated paragraph of section 9, by striking “$1,000,000”
and inserting “$1,500,000”;

(2) in section 19(1)(4), by striking “$1,000,000” each place such term appears
and inserting “$1,500,000”; and

(3) in section 29(d), by striking “$1,000,000” each place such term appears
and inserting “$1,500,000”.

(g) AMENDMENTS TO THE BANK HOLDING COMPANY ACT AMENDMENTS OF 1970.—
Section 106(b)(2)(F)(iv) of the Bank Holding Company Act Amendments of 1970 (12
U.S.C. 1978(b)(2)(F)(iv)) is amended by striking “$1,000,000” each place such term
appears and inserting “$1,500,000”.

(h) AMENDMENTS TO THE BANK HOLDING COMPANY ACT OF 1956.—Section 8 of the
Bank Holding Company Act of 1956 (12 U.S.C. 1847) is amended—

((%) in subsection (a)(2), by striking “$1,000,000” and inserting “$1,500,0007;
an
(2) in subsection (d)(3), by striking “$1,000,000” and inserting “$1,500,000”.

(i) AMENDMENTS TO TITLE 18, UNITED STATES CODE.—Title 18, United States

Code, is amended—
(1) in section 215(a) of chapter 11, by striking “$1,000,000” and inserting
“$1,500,0007;
(2) in chapter 31—
(czlk) in section 656, by striking “$1,000,000” and inserting “$1,500,0007;
an
(B) in section 657, by striking “$1,000,000” and inserting “$1,500,000”;
(3) in chapter 47—
(A) in section 1005, by striking “$1,000,000” and inserting “$1,500,0007;
(B) in section 1006, by striking “$1,000,000” and inserting “$1,500,000”;
(é}) in section 1007, by striking “$1,000,000” and inserting “$1,500,000”;
an
(D) in section 1014, by striking “$1,000,000” and inserting “$1,500,0007;
and
(4) in chapter 63—
(A) in section 1341, by striking “$1,000,000” and inserting “$1,500,0007;
((}3) in section 1343, by striking “$1,000,000” and inserting “$1,500,000”;
an
(C) in section 1344, by striking “$1,000,000” and inserting “$1,500,000”.

TITLE III—DEMANDING ACCOUNTABILITY
FROM FINANCIAL REGULATORS AND DE-
VOLVING POWER AWAY FROM WASHINGTON

Subtitle A—Cost-Benefit Analyses

SEC. 311. DEFINITIONS.

As used in this subtitle—

(1) the term “agency” means the Board of Governors of the Federal Reserve
System, the Consumer Law Enforcement Agency, the Commodity Futures Trad-
ing Commission, the Federal Deposit Insurance Corporation, the Federal Hous-
ing Finance Agency, the Office of the Comptroller of the Currency, the National
Credit Union Administration, and the Securities and Exchange Commission;

(2) the term “chief economist” means—
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(A) with respect to the Board of Governors of the Federal Reserve Sys-
tem, the Director of the Division of Research and Statistics, or an employee
of the agency with comparable authority;

(B) with respect to the Consumer Law Enforcement Agency, the Head of
the Office of Economic Analysis, or an employee of the agency with com-
parable authority;

(C) with respect to the Commodity Futures Trading Commission, the
Chief Economist, or an employee of the agency with comparable authority;

(D) with respect to the Federal Deposit Insurance Corporation, the Direc-
tor of the Division of Insurance and Research, or an employee of the agency
with comparable authority;

(E) with respect to the Federal Housing Finance Agency, the Chief Econo-
mist, or an employee of the agency with comparable authority;

(F) with respect to the Office of the Comptroller of the Currency, the Di-
rector for Policy Analysis, or an employee of the agency with comparable
authority;

(G) with respect to the National Credit Union Administration, the Chief
Economist, or an employee of the agency with comparable authority; and

(H) with respect to the Securities and Exchange Commission, the Director
of the Division of Economic and Risk Analysis, or an employee of the agency
with comparable authority;

(3) the term “Council” means the Chief Economists Council established under
section 318; and
(4) the term “regulation”—

(A) means an agency statement of general applicability and future effect
that is designed to implement, interpret, or prescribe law or policy or to de-
scribe the procedure or practice requirements of an agency, including rules,
orders of general applicability, interpretive releases, and other statements
of general applicability that the agency intends to have the force and effect
of law; and

(B) does not include—

(i) a regulation issued in accordance with the formal rulemaking pro-
visions of section 556 or 557 of title 5, United States Code;

(ii) a regulation that is limited to agency organization, management,
or personnel matters;

(i11) a regulation promulgated pursuant to statutory authority that
expressly prohibits compliance with this provision;

(iv) a regulation that is certified by the agency to be an emergency
action, if such certification is published in the Federal Register;

(v) a regulation that is promulgated by the Board of Governors of the
Federal Reserve System or the Federal Open Market Committee under
section 10A, 10B, 13, 13A, or 19 of the Federal Reserve Act, or any of
subsections (a) through (f) of section 14 of that Act; or

(vi) a regulation filed with the Commission by the Public Company
Accounting Oversight Board, the Municipal Securities Rulemaking
Board, or any national securities association registered under section
15A of the Securities Exchange Act of 1934 (15 U.S.C. 780—4(a)) for
which the board or association has itself conducted the cost-benefit
analysis and otherwise complied with the requirements of section 312.

SEC. 312. REQUIRED REGULATORY ANALYSIS.

(a) REQUIREMENTS FOR NOTICES OF PROPOSED RULEMAKING.—An agency may not
issue a notice of proposed rulemaking unless the agency includes in the notice of
proposed rulemaking an analysis that contains, at a minimum, with respect to each
regulation that is being proposed—

(1) an identification of the need for the regulation and the regulatory objec-
tive, including identification of the nature and significance of the market fail-
ure, regulatory failure, or other problem that necessitates the regulation;

(2) an explanation of why the private market or State, local, or tribal authori-
ties cannot adequately address the identified market failure or other problem;

(3) an analysis of the adverse impacts to regulated entities, other market par-
ticipants, economic activity, or agency effectiveness that are engendered by the
regulation and the magnitude of such adverse impacts;

(4) a quantitative and qualitative assessment of all anticipated direct and in-
direct costs and benefits of the regulation (as compared to a benchmark that
assumes the absence of the regulation), including—

(A) compliance costs;
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(B) effects on economic activity, net job creation (excluding jobs related
to ensuring compliance with the regulation), efficiency, competition, and
capital formation;

(C) regulatory administrative costs; and

(D) costs imposed by the regulation on State, local, or tribal governments
or other regulatory authorities;

(5) if quantified benefits do not outweigh quantitative costs, a justification for
the regulation;

(6) an identification and assessment of all available alternatives to the regula-
tion, including modification of an existing regulation or statute, together with—

(A) an explanation of why the regulation meets the objectives of the regu-
lation more effectively than the alternatives, and if the agency is proposing
multiple alternatives, an explanation of why a notice of proposed rule-
making, rather than an advanced notice of proposed rulemaking, is appro-
priate; and

(B) 1f the regulation is not a pilot program, an explanation of why a pilot
program is not appropriate;

(7) if the regulation specifies the behavior or manner of compliance, an expla-
nation of why the agency did not instead specify performance objectives;

(8) an assessment of how the burden imposed by the regulation will be dis-
tributed among market participants, including whether consumers, investors,
small businesses, or independent financial firms and advisors will be dispropor-
tionately burdened;

(9) an assessment of the extent to which the regulation is inconsistent, incom-
patible, or duplicative with the existing regulations of the agency or those of
other domestic and international regulatory authorities with overlapping juris-
diction;

(10) a description of any studies, surveys, or other data relied upon in pre-
paring the analysis;

(11) an assessment of the degree to which the key assumptions underlying the
analysis are subject to uncertainty; and

(12) an explanation of predicted changes in market structure and infrastruc-
ture and in behavior by market participants, including consumers and inves-
tors, assuming that they will pursue their economic interests.

(b) REQUIREMENTS FOR NOTICES OF FINAL RULEMAKING.—

(1) IN GENERAL.—Notwithstanding any other provision of law, an agency may
not issue a notice of final rulemaking with respect to a regulation unless the
agency—

(A) has issued a notice of proposed rulemaking for the relevant regula-
tion;

(B) has conducted and includes in the notice of final rulemaking an anal-
%Is)is th:llt contains, at a minimum, the elements required under subsection
a); an

(C) includes in the notice of final rulemaking regulatory impact metrics
selected by the chief economist to be used in preparing the report required
pursuant to section 315.

(2) CONSIDERATION OF COMMENTS.—The agency shall incorporate in the ele-
ments described in paragraph (1)(B) the data and analyses provided to the
agency by commenters during the comment period, or explain why the data or
analyses are not being incorporated.

(3) COMMENT PERIOD.—An agency shall not publish a notice of final rule-
making with respect to a regulation, unless the agency—

(A) has allowed at least 90 days from the date of publication in the Fed-
eral Register of the notice of proposed rulemaking for the submission of
public comments; or

(B) includes in the notice of final rulemaking an explanation of why the
agency was not able to provide a 90-day comment period.

(4) PROHIBITED RULES.—

(A) IN GENERAL.—AnN agency may not publish a notice of final rulemaking
if the agency, in its analysis under paragraph (1)(B), determines that the
quantified costs are greater than the quantified benefits under subsection
(a)(5).

(B) PUBLICATION OF ANALYSIS.—If the agency is precluded by subpara-
graph (A) from publishing a notice of final rulemaking, the agency shall
publish in the Federal Register and on the public website of the agency its
analysis under paragraph (1)(B), and provide the analysis to each House of
Congress.

(C) CONGRESSIONAL WAIVER.—If the agency is precluded by subparagraph
(A) from publishing a notice of final rulemaking, Congress, by joint resolu-
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tion pursuant to the procedures set forth for joint resolutions in section 802
of title 5, United States Code, may direct the agency to publish a notice of
final rulemaking notwithstanding the prohibition contained in subpara-
graph (A). In applying section 802 of title 5, United States Code, for pur-
poses of this paragraph, section 802(e)(2) shall not apply and the terms—
(i) “joint resolution” or “joint resolution described in subsection (a)”
means only a joint resolution introduced during the period beginning
on the submission or publication date and ending 60 days thereafter
(excluding days either House of Congress is adjourned for more than
3 days during a session of Congress), the matter after the resolving
clause of which is as follows: “That Congress directs, notwithstanding
the prohibition contained in section 312(b)(4)(A) of the Financial
CHOICE Act of 2017, the to publish the notice of final rulemaking
for the regulation or regulations that were the subject of the analysis
submitted by the = to Congress on  .” (The blank spaces being
appropriately filled in.); and
(i1) “submission or publication date” means—
(I) the date on which the analysis under paragraph (1)(B) is sub-
mitted to Congress under paragraph (4)(B); or
(II) if the analysis is submitted to Congress less than 60 session
days or 60 legislative days before the date on which the Congress
adjourns a session of Congress, the date on which the same or suc-
ceeding Congress first convenes its next session.

SEC. 313. RULE OF CONSTRUCTION.

For purposes of the Paperwork Reduction Act (44 U.S.C. 3501 et seq.), obtaining,
causing to be obtained, or soliciting information for purposes of complying with sec-
tion 312 with respect to a proposed rulemaking shall not be construed to be a collec-
tion of information, provided that the agency has first issued an advanced notice of
proposed rulemaking in connection with the regulation, identifies that advanced no-
tice of proposed rulemaking in its solicitation of information, and informs the person
from whom the information is obtained or solicited that the provision of information
is voluntary.

SEC. 314. PUBLIC AVAILABILITY OF DATA AND REGULATORY ANALYSIS.

(a) IN GENERAL.—At or before the commencement of the public comment period
with respect to a regulation, the agency shall make available on its public website
sufficient information about the data, methodologies, and assumptions underlying
the analyses performed pursuant to section 312 so that the analytical results of the
agency are capable of being substantially reproduced, subject to an acceptable de-
gree of imprecision or error.

(b) CONFIDENTIALITY.—The agency shall comply with subsection (a) in a manner
that preserves the confidentiality of nonpublic information, including confidential
trade secrets, confidential commercial or financial information, and confidential in-
formation about positions, transactions, or business practices.

SEC. 315. FIVE-YEAR REGULATORY IMPACT ANALYSIS.

(a) IN GENERAL.—Not later than 5 years after the date of publication in the Fed-
eral Register of a notice of final rulemaking, the chief economist of the agency shall
issue a report that examines the economic impact of the subject regulation, includ-
ing the direct and indirect costs and benefits of the regulation.

(b) REGULATORY IMPACT METRICS.—In preparing the report required by subsection
(a), the chief economist shall employ the regulatory impact metrics included in the
notice of final rulemaking pursuant to section 312(b)(1)(C).

(¢) REPRODUCIBILITY.—The report shall include the data, methodologies, and as-
sumptions underlying the evaluation so that the agency’s analytical results are ca-
pable of being substantially reproduced, subject to an acceptable degree of impreci-
sion or error.

(d) CONFIDENTIALITY.—The agency shall comply with subsection (¢) in a manner
that preserves the confidentiality of nonpublic information, including confidential
trade secrets, confidential commercial or financial information, and confidential in-
formation about positions, transactions, or business practices.

(e) REPORT.—The agency shall submit the report required by subsection (a) to the
Committee on Banking, Housing, and Urban Affairs of the Senate and the Com-
mittee on Financial Services of the House of Representatives and post it on the pub-
lic website of the agency. The Commodity Futures Trading Commission shall also
submit its report to the Committee on Agriculture, Nutrition, and Forestry of the
Senate and the Committee on Agriculture of the House of Representatives.
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SEC. 316. RETROSPECTIVE REVIEW OF EXISTING RULES.

(a) REGULATORY IMPROVEMENT PLAN.—Not later than 1 year after the date of en-
actment of this Act and every 5 years thereafter, each agency shall develop, submit
to the Committee on Banking, Housing, and Urban Affairs of the Senate and the
Committee on Financial Services of the House of Representatives, and post on the
public website of the agency a plan, consistent with law and its resources and regu-
latory priorities, under which the agency will modify, streamline, expand, or repeal
existing regulations so as to make the regulatory program of the agency more effec-
tive or less burdensome in achieving the regulatory objectives. The Commodity Fu-
tures Trading Commission shall also submit its plan to the Committee on Agri-
culture, Nutrition, and Forestry of the Senate and the Committee on Agriculture of
the House of Representatives.

(b) IMPLEMENTATION PROGRESS REPORT.—Two years after the date of submission
of each plan required under subsection (a), each agency shall develop, submit to the
Committee on Banking, Housing, and Urban Affairs of the Senate and the Com-
mittee on Financial Services of the House of Representatives, and post on the public
website of the agency a report of the steps that it has taken to implement the plan,
steps that remain to be taken to implement the plan, and, if any parts of the plan
will not be implemented, reasons for not implementing those parts of the plan. The
Commodity Futures Trading Commission shall also submit its plan to the Com-
mittee on Agriculture, Nutrition, and Forestry of the Senate and the Committee on
Agriculture of the House of Representatives.

SEC. 317. JUDICIAL REVIEW.

(a) IN GENERAL.—Notwithstanding any other provision of law, during the period
beginning on the date on which a notice of final rulemaking for a regulation is pub-
lished in the Federal Register and ending 1 year later, a person that is adversely
affected or aggrieved by the regulation is entitled to bring an action in the United
States Court of Appeals for the District of Columbia Circuit for judicial review of
agency compliance with the requirements of section 312.

h(b) SfTAY.—The court may stay the effective date of the regulation or any provision
thereof.

(¢) RELIEF.—If the court finds that an agency has not complied with the require-
ments of section 312, the court shall vacate the subject regulation, unless the agency
shows by clear and convincing evidence that vacating the regulation would result
in irreparable harm. Nothing in this section affects other limitations on judicial re-
view or the power or duty of the court to dismiss any action or deny relief on any
other appropriate legal or equitable ground.

SEC. 318. CHIEF ECONOMISTS COUNCIL.

(a) ESTABLISHMENT.—There is established the Chief Economists Council.

(b) MEMBERSHIP.—The Council shall consist of the chief economist of each agency.
The members of the Council shall select the first chairperson of the Council. There-
%fter tllle position of Chairperson shall rotate annually among the members of the

ouncil.

(¢c) MEETINGS.—The Council shall meet at the call of the Chairperson, but not less
frequently than quarterly.

(d) REPORT.—One year after the effective date of this Act and annually thereafter,
the Council shall prepare and submit to the Committee on Banking, Housing, and
Urban Affairs and the Committee on Agriculture, Nutrition, and Forestry of the
Senate and the Committee on Financial Services and the Committee on Agriculture
of the House of Representatives a report on—

(1) the benefits and costs of regulations adopted by the agencies during the
past 12 months;

(2)hthe regulatory actions planned by the agencies for the upcoming 12
months;

(3) the cumulative effect of the existing regulations of the agencies on eco-
nomic activity, innovation, international competitiveness of entities regulated by
the agencies, and net job creation (excluding jobs related to ensuring compliance
with the regulation);

(4) the training and qualifications of the persons who prepared the cost-ben-
efit analyses of each agency during the past 12 months;

(5) the sufficiency of the resources available to the chief economists during the
past 12 months for the conduct of the activities required by this subtitle; and

(6) recommendations for legislative or regulatory action to enhance the effi-
ciency and effectiveness of financial regulation in the United States.

SEC. 319. CONFORMING AMENDMENTS.

Section 15(a) of the Commodity Exchange Act (7 U.S.C. 19(a)) is amended—
(1) by striking paragraph (1);
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(2) in paragraph (2), by striking “(2)” and all that follows through “light of—
” and inserting the following:

“(1) CONSIDERATIONS.—Before promulgating a regulation under this chapter
or issuing an order (except as provided in paragraph (2)), the Commission shall
take into consideration—";

(3) in paragraph (1), as so redesignated—

A) in subparagraph (B), by striking “futures” and inserting “the rel-
evant”;
(B) in subparagraph (C), by adding “and” at the end;
(C) in subparagraph (D), by striking “; and” and inserting a period; and
(D) by striking subparagraph (E); and
(4) by redesignating paragraph (3) as paragraph (2).
SEC. 320. OTHER REGULATORY ENTITIES.

Not later than 1 year after the date of enactment of this Act, the Securities and
Exchange Commission shall provide to the Committee on Banking, Housing, and
Urban Affairs of the Senate and the Committee on Financial Services of the House
of Representatives a report setting forth a plan for subjecting the Public Company
Accounting Oversight Board, the Municipal Securities Rulemaking Board, and any
national securities association registered under section 15A of the Securities Ex-
change Act of 1934 (15 U.S.C. 780—4(a)) to the requirements of this subtitle, other
than direct representation on the Council.

SEC. 321. AVOIDANCE OF DUPLICATIVE OR UNNECESSARY ANALYSES.

An agency may perform the analyses required by this subtitle in conjunction with,
or as a part of, any other agenda or analysis required by any other provision of law,
if such other analysis satisfies the provisions of this subtitle.

Subtitle B—Congressional Review of Federal
Financial Agency Rulemaking

SEC. 331. CONGRESSIONAL REVIEW.

(a)(1)(A) Before a rule may take effect, a Federal financial agency shall publish
in the Federal Register a list of information on which the rule is based, including
data, scientific and economic studies, and cost-benefit analyses, and identify how the
public can access such information online, and shall submit to each House of the
Congress and to the Comptroller General a report containing—

(i) a copy of the rule;

(ii) a concise general statement relating to the rule;

(ii1) a classification of the rule as a major or nonmajor rule, including an ex-
planation of the classification specifically addressing each criteria for a major
rule contained within subparagraphs (A) through (C) of section 334(2);

(iv) a list of any other related regulatory actions intended to implement the
same statutory provision or regulatory objective as well as the individual and
aggregate economic effects of those actions; and

(v) the proposed effective date of the rule.

(B) On the date of the submission of the report under subparagraph (A), the Fed-
eral financial agency shall submit to the Comptroller General and make available
to each House of Congress—

(i) a complete copy of the cost-benefit analysis of the rule, if any, including
an analysis of any jobs added or lost, differentiating between public and private
sector jobs;

(i1) the Federal financial agency’s actions pursuant to sections 603, 604, 605,
607, and 609 of title 5, United States Code;

(i11) the Federal financial agency’s actions pursuant to sections 202, 203, 204,
and 205 of the Unfunded Mandates Reform Act of 1995; and

(iv) any other relevant information or requirements under any other Act and
any relevant Executive orders.

(C) Upon receipt of a report submitted under subparagraph (A), each House shall
provide copies of the report to the chairman and ranking member of each standing
committee with jurisdiction under the rules of the House of Representatives or the
Senate to report a bill to amend the provision of law under which the rule is issued.

(2)(A) The Comptroller General shall provide a report on each major rule to the
committees of jurisdiction by the end of 15 calendar days after the submission or
publication date. The report of the Comptroller General shall include an assessment
of the Federal financial agency’s compliance with procedural steps required by para-
graph (1)(B) and an assessment of whether the major rule imposes any new limits
or mandates on private-sector activity.
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(B) Federal financial agencies shall cooperate with the Comptroller General by
providing information relevant to the Comptroller General’s report under subpara-
graph (A).

(3) A major rule relating to a report submitted under paragraph (1) shall take ef-
fect upon enactment of a joint resolution of approval described in section 332 or as
provided for in the rule following enactment of a joint resolution of approval de-
scribed in section 332, whichever is later.

(4) A nonmajor rule shall take effect as provided by section 333 after submission
to Congress under paragraph (1).

(5) If a joint resolution of approval relating to a major rule is not enacted within
the period provided in subsection (b)(2), then a joint resolution of approval relating
to the same rule may not be considered under this subtitle in the same Congress
by either the House of Representatives or the Senate.

(b)(1) A major rule shall not take effect unless the Congress enacts a joint resolu-
tion of approval described under section 332.

(2) If a joint resolution described in subsection (a) is not enacted into law by the
end of 70 session days or legislative days, as applicable, beginning on the date on
which the report referred to in subsection (a)(1)(A) is received by Congress (exclud-
ing days either House of Congress is adjourned for more than 3 days during a ses-
sion of Congress), then the rule described in that resolution shall be deemed not to
be approved and such rule shall not take effect.

(c)(1) Notwithstanding any other provision of this section (except subject to para-
graph (3)), a major rule may take effect for one 90-calendar-day period if the Presi-
dent makes a determination under paragraph (2) and submits written notice of such
determination to the Congress.

(2) Paragraph (1) applies to a determination made by the President by Executive
order that the major rule should take effect because such rule is—

(A) necessary because of an imminent threat to health or safety or other
emergency;

(B) necessary for the enforcement of criminal laws;

(C) necessary for national security; or

(D) issued pursuant to any statute implementing an international trade
agreement.

(3) An exercise by the President of the authority under this subsection shall have
no effect on the procedures under section 332.

(d)(1) In addition to the opportunity for review otherwise provided under this sub-
title, in the case of any rule for which a report was submitted in accordance with
subsection (a)(1)(A) during the period beginning on the date occurring—

(A) in the case of the Senate, 60 session days; or

(B) in the case of the House of Representatives, 60 legislative days,
before the date the Congress is scheduled to adjourn a session of Congress through
the date on which the same or succeeding Congress first convenes its next session,
sections 332 and 333 shall apply to such rule in the succeeding session of Congress.

(2)(A) In applying sections 332 and 333 for purposes of such additional review,
a rule described under paragraph (1) shall be treated as though—

(i) such rule were published in the Federal Register on—
(I) in the case of the Senate, the 15th session day; or
(IT) in the case of the House of Representatives, the 15th legislative day,
after the succeeding session of Congress first convenes; and
(i1) a report on such rule were submitted to Congress under subsection (a)(1)
on such date.

(B) Nothing in this paragraph shall be construed to affect the requirement under
subsection (a)(1) that a report shall be submitted to Congress before a rule can take
effect.

(3) A rule described under paragraph (1) shall take effect as otherwise provided
by law (including other subsections of this section).

SEC. 332. CONGRESSIONAL APPROVAL PROCEDURE FOR MAJOR RULES.

(a)(1) For purposes of this section, the term “joint resolution” means only a joint
resolution addressing a report classifying a rule as major pursuant to section
331(a)(1)(A)(ii) that—

(A) bears no preamble;
(B) bears the following title (with blanks ﬁlled as appropriate): “Approving
the rule submitted by relating to
(C) includes after its resolving clause only the following (with blanks filled as
approprlate) “That Congress approves the rule submitted by relating to
; and
- (D)i is introduced pursuant to paragraph (2).
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(2) After a House of Congress receives a report classifying a rule as major pursu-
ant to section 331(a)(1)(A)(ii), the majority leader of that House (or his or her re-
spective designee) shall introduce (by request, if appropriate) a joint resolution de-
scribed in paragraph (1)—

(A) in the case of the House of Representatives, within 3 legislative days; and
(B) in the case of the Senate, within 3 session days.

(3) A joint resolution described in paragraph (1) shall not be subject to amend-
ment at any stage of proceeding.

(b) A joint resolution described in subsection (a) shall be referred in each House
of Congress to the committees having jurisdiction over the provision of law under
which the rule is issued.

(¢) In the Senate, if the committee or committees to which a joint resolution de-
scribed in subsection (a) has been referred have not reported it at the end of 15 ses-
sion days after its introduction, such committee or committees shall be automati-
cally discharged from further consideration of the resolution and it shall be placed
on the calendar. A vote on final passage of the resolution shall be taken on or before
the close of the 15th session day after the resolution is reported by the committee
or committees to which it was referred, or after such committee or committees have
been discharged from further consideration of the resolution.

(d)(1) In the Senate, when the committee or committees to which a joint resolution
is referred have reported, or when a committee or committees are discharged (under
subsection (c)) from further consideration of a joint resolution described in sub-
section (a), it is at any time thereafter in order (even though a previous motion to
the same effect has been disagreed to) for a motion to proceed to the consideration
of the joint resolution, and all points of order against the joint resolution (and
against consideration of the joint resolution) are waived. The motion is not subject
to amendment, or to a motion to postpone, or to a motion to proceed to the consider-
ation of other business. A motion to reconsider the vote by which the motion is
agreed to or disagreed to shall not be in order. If a motion to proceed to the consid-
eration of the joint resolution is agreed to, the joint resolution shall remain the un-
finished business of the Senate until disposed of.

(2) In the Senate, debate on the joint resolution, and on all debatable motions and
appeals in connection therewith, shall be limited to not more than 2 hours, which
shall be divided equally between those favoring and those opposing the joint resolu-
tion. A motion to further limit debate is in order and not debatable. An amendment
to, or a motion to postpone, or a motion to proceed to the consideration of other busi-
ness, or a motion to recommit the joint resolution is not in order.

(3) In the Senate, immediately following the conclusion of the debate on a joint
resolution described in subsection (a), and a single quorum call at the conclusion
of the debate if requested in accordance with the rules of the Senate, the vote on
final passage of the joint resolution shall occur.

(4) Appeals from the decisions of the Chair relating to the application of the rules
of the Senate to the procedure relating to a joint resolution described in subsection
(a) shall be decided without debate.

(e) In the House of Representatives, if any committee to which a joint resolution
described in subsection (a) has been referred has not reported it to the House at
the end of 15 legislative days after its introduction, such committee shall be dis-
charged from further consideration of the joint resolution, and it shall be placed on
the appropriate calendar. On the second and fourth Thursdays of each month it
shall be in order at any time for the Speaker to recognize a Member who favors
passage of a joint resolution that has appeared on the calendar for at least 5 legisla-
tive days to call up that joint resolution for immediate consideration in the House
without intervention of any point of order. When so called up a joint resolution shall
be considered as read and shall be debatable for 1 hour equally divided and con-
trolled by the proponent and an opponent, and the previous question shall be consid-
ered as ordered to its passage without intervening motion. It shall not be in order
to reconsider the vote on passage. If a vote on final passage of the joint resolution
has not been taken by the third Thursday on which the Speaker may recognize a
Member under this subsection, such vote shall be taken on that day.

(£)(1) If, before passing a joint resolution described in subsection (a), one House
receives from the other a joint resolution having the same text, then—

(A) the joint resolution of the other House shall not be referred to a com-
mittee; and

(B) the procedure in the receiving House shall be the same as if no joint reso-
lution had been received from the other House until the vote on passage, when
the joint resolution received from the other House shall supplant the joint reso-
lution of the receiving House.

(2) This subsection shall not apply to the House of Representatives if the joint res-
olution received from the Senate is a revenue measure.
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(g) If either House has not taken a vote on final passage of the joint resolution
by the last day of the period described in section 331(b)(2), then such vote shall be
taken on that day.

(h) This section and section 333 are enacted by Congress—

(1) as an exercise of the rulemaking power of the Senate and House of Rep-
resentatives, respectively, and as such is deemed to be part of the rules of each
House, respectively, but applicable only with respect to the procedure to be fol-
lowed in that House in the case of a joint resolution described in subsection (a)
and superseding other rules only where explicitly so; and

(2) with full recognition of the Constitutional right of either House to change
the rules (so far as they relate to the procedure of that House) at any time, in
the same manner and to the same extent as in the case of any other rule of
that House.

SEC. 333. CONGRESSIONAL DISAPPROVAL PROCEDURE FOR NONMAJOR RULES.

(a) For purposes of this section, the term “joint resolution” means only a joint res-
olution introduced in the period beginning on the date on which the report referred
to in section 331(a)(1)(A) is received by Congress and ending 60 days thereafter (ex-
cluding days either House of Congress is adjourned for more than 3 days during a
session of Congress), the matter after the resolving clause of which is as follows:
“That Congress disapproves the nonmajor rule submitted by the relating to
, and such rule shall have no force or effect.” (The blank spaces being appro-
priately filled in).

(b) A joint resolution described in subsection (a) shall be referred to the commit-
tees in each House of Congress with jurisdiction.

(c) In the Senate, if the committee to which is referred a joint resolution described
in subsection (a) has not reported such joint resolution (or an identical joint resolu-
tion) at the end of 15 session days after the date of introduction of the joint resolu-
tion, such committee may be discharged from further consideration of such joint res-
olution upon a petition supported in writing by 30 Members of the Senate, and such
joint resolution shall be placed on the calendar.

(d)(1) In the Senate, when the committee to which a joint resolution is referred
has reported, or when a committee is discharged (under subsection (c)) from further
consideration of a joint resolution described in subsection (a), it is at any time there-
after in order (even though a previous motion to the same effect has been disagreed
to) for a motion to proceed to the consideration of the joint resolution, and all points
of order against the joint resolution (and against consideration of the joint resolu-
tion) are waived. The motion is not subject to amendment, or to a motion to post-
pone, or to a motion to proceed to the consideration of other business. A motion to
reconsider the vote by which the motion is agreed to or disagreed to shall not be
in order. If a motion to proceed to the consideration of the joint resolution is agreed
to, t}ée jfoint resolution shall remain the unfinished business of the Senate until dis-
posed of.

(2) In the Senate, debate on the joint resolution, and on all debatable motions and
appeals in connection therewith, shall be limited to not more than 10 hours, which
shall be divided equally between those favoring and those opposing the joint resolu-
tion. A motion to further limit debate is in order and not debatable. An amendment
to, or a motion to postpone, or a motion to proceed to the consideration of other busi-
ness, or a motion to recommit the joint resolution is not in order.

(3) In the Senate, immediately following the conclusion of the debate on a joint
resolution described in subsection (a), and a single quorum call at the conclusion
of the debate if requested in accordance with the rules of the Senate, the vote on
final passage of the joint resolution shall occur.

(4) Appeals from the decisions of the Chair relating to the application of the rules
of the Senate to the procedure relating to a joint resolution described in subsection
(a) shall be decided without debate.

(e) In the Senate, the procedure specified in subsection (c¢) or (d) shall not apply
to the consideration of a joint resolution respecting a nonmajor rule—

(1) after the expiration of the 60 session days beginning with the applicable
submission or publication date; or

(2) if the report under section 331(a)(1)(A) was submitted during the period
referred to in section 331(d)(1), after the expiration of the 60 session days begin-
ning on the 15th session day after the succeeding session of Congress first con-
venes.

(f) If, before the passage by one House of a joint resolution of that House described
in subsection (a), that House receives from the other House a joint resolution de-
scribed in subsection (a), then the following procedures shall apply:

(1) The joint resolution of the other House shall not be referred to a com-
mittee.
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(2) With respect to a joint resolution described in subsection (a) of the House
receiving the joint resolution—
(A) the procedure in that House shall be the same as if no joint resolution
had been received from the other House; but
H(B) the vote on final passage shall be on the joint resolution of the other
ouse.

SEC. 334. DEFINITIONS.

For purposes of this subtitle:

(1) The term “Federal financial agency” means the Consumer Law Enforce-
ment Agency, Board of Governors of the Federal Reserve System, the Com-
modity Futures Trading Commission, the Federal Deposit Insurance Corpora-
tion, the Federal Housing Finance Agency, the Office of the Comptroller of the
Currency, the National Credit Union Administration, and the Securities and
Exchange Commission.

(2) The term “major rule” means any rule, including an interim final rule,
that the Administrator of the Office of Information and Regulatory Affairs of
the Office of Management and Budget finds has resulted in or is likely to result
in—

(A) an annual effect on the economy of $100 million or more;

(B) a major increase in costs or prices for consumers, individual indus-
tries, Federal, State, or local government agencies, or geographic regions;
or

(C) significant adverse effects on competition, employment, investment,
productivity, innovation, or on the ability of United States-based enter-
prises to compete with foreign-based enterprises in domestic and export
markets.

(3) The term “nonmajor rule” means any rule that is not a major rule.

(4) The term “rule” has the meaning given such term in section 551 of title
5, United States Code, except that such term does not include—

(A) any rule of particular applicability, including a rule that approves or
prescribes for the future rates, wages, prices, services, or allowances there-
fore, corporate or financial structures, reorganizations, mergers, or acquisi-
tions thereof, or accounting practices or disclosures bearing on any of the
foregoing;

(B) any rule relating to agency management or personnel; or

(C) any rule of agency organization, procedure, or practice that does not
substantially affect the rights or obligations of non-agency parties.

(5) The term “submission date or publication date”, except as otherwise pro-
vided in this subtitle, means—

(A) in the case of a major rule, the date on which the Congress receives
the report submitted under section 331(a)(1)(A); and

(B) 1n the case of a nonmajor rule, the later of—

(i) the date on which the Congress receives the report submitted
under section 331(a)(1)(A); and

(i1) the date on which the nonmajor rule is published in the Federal
Register, if so published.

SEC. 335. JUDICIAL REVIEW.

(a) No determination, finding, action, or omission under this subtitle shall be sub-
ject to judicial review.

(b) Notwithstanding subsection (a), a court may determine whether a Federal fi-
nancial agency has completed the necessary requirements under this subtitle for a
rule to take effect.

(c) The enactment of a joint resolution of approval under section 332 shall not be
interpreted to serve as a grant or modification of statutory authority by Congress
for the promulgation of a rule, shall not extinguish or affect any claim, whether sub-
stantive or procedural, against any alleged defect in a rule, and shall not form part
of the record before the court in any judicial proceeding concerning a rule except
for purposes of determining whether or not the rule is in effect.

SEC. 336. EFFECTIVE DATE OF CERTAIN RULES.

Notwithstanding section 331—

(1) any rule that establishes, modifies, opens, closes, or conducts a regulatory
program for a commercial, recreational, or subsistence activity related to hunt-
ing, fishing, or camping, or

(2) any rule other than a major rule which the Federal financial agency for
good cause finds (and incorporates the finding and a brief statement of reasons
therefore in the rule issued) that notice and public procedure thereon are im-
practicable, unnecessary, or contrary to the public interest,
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shall take effect at such time as the Federal financial agency promulgating the rule
determines.

SEC. 337. BUDGETARY EFFECTS OF RULES SUBJECT TO SECTION 332 OF THE FINANCIAL
CHOICE ACT OF 2017.
Section 257(b)(2) of the Balanced Budget and Emergency Deficit Control Act of
1985 is amended by adding at the end the following new subparagraph:

“(E) BUDGETARY EFFECTS OF RULES SUBJECT TO SECTION 332 OF THE FINANCIAL
CHOICE ACT OF 2017.—Any rules subject to the congressional approval procedure
set forth in section 332 of the Financial CHOICE Act of 2017 affecting budget
authority, outlays, or receipts shall be assumed to be effective unless 1t is not
approved in accordance with such section.”.

Subtitle C—Judicial Review of Agency Actions

SEC. 341. SCOPE OF JUDICIAL REVIEW OF AGENCY ACTIONS.

(a) IN GENERAL.—Notwithstanding any other provision of law, in any judicial re-
view of an agency action pursuant to chapter 7 of title 5, United States Code, to
the extent necessary to decision and when presented, the reviewing court shall de-
termine the meaning or applicability of the terms of an agency action and decide
de novo all relevant questions of law, including the interpretation of constitutional
and statutory provisions, and rules made by an agency. Notwithstanding any other
provision of law, this section shall apply in any action for judicial review of agency
action authorized under any provision of law. No law may exempt any such civil
action from the application of this section except by specific reference to this section.

(b) AGENCY DEFINED.—For purposes of this section, the term “agency” means the
Consumer Law Enforcement Agency, the Board of Governors of the Federal Reserve
System, the Commodity Futures Trading Commission, the Federal Deposit Insur-
ance Corporation, the Federal Housing Finance Agency, the Office of the Comp-
troller of the Currency, the National Credit Union Administration, and the Securi-
ties and Exchange Commission.

(c) EFFECTIVE DATE.—Subsection (a) shall take effect after the end of the 2-year
period beginning on the date of the enactment of this Act.

Subtitle D—Leadership of Financial Regulators

SEC. 351. FEDERAL DEPOSIT INSURANCE CORPORATION.

Section 2 of the Federal Deposit Insurance Act (12 U.S.C. 1812) is amended—
(1) in subsection (a)(1), by striking “5 members” and all that follows through
“3 of whom” and inserting the following: “5 members, who”;
(2) by amending subsection (d) to read as follows:
“(d) VACANCY.—Any vacancy on the Board of Directors shall be filled in the man-
ner in which the original appointment was made.”; and
(3) in subsection (f)—
(A) by striking paragraph (2); and
(B) by redesignating paragraph (3) as paragraph (2).

SEC. 352. FEDERAL HOUSING FINANCE AGENCY.

Section 1312(b)(2) of the Federal Housing Enterprises Financial Safety and
Soundness Act of 1992 (12 U.S.C. 4512) is amended by striking “for cause”.

Subtitle E—Congressional Oversight of
Appropriations

SEC. 361. BRINGING THE FEDERAL DEPOSIT INSURANCE CORPORATION INTO THE APPRO-
PRIATIONS PROCESS.
(a) IN GENERAL.—Section 10(a) of the Federal Deposit Insurance Act (12 U.S.C.
1820(a)) is amended—
(1) by striking “(a) The” and inserting the following:
“(a) POWERS.—
“(1) IN GENERAL.—The”;
(2) by inserting “, subject to paragraph (2),” after “The Board of Directors of
the Corporation”; and
(3) by adding at the end the following new paragraph:
“(2) APPROPRIATIONS REQUIREMENT.—
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“(A) OPERATING FUND.—There is established an Operating Fund, to which
Congress shall provide annual appropriations to the Corporation, which
shall be separate from the Deposit Insurance Fund.

“(B) RECOVERY OF COSTS OF ANNUAL APPROPRIATION.—The Corporation
shall collect assessments and other fees, as provided under this Act, that
are designed to recover the costs to the Government of the annual appro-
priation to the Corporation by Congress. Except as provided in (E) and sub-
ject to subparagraph (F), the Corporation may only incur obligations, or
allow and pay expenses, from the Operating Fund pursuant to an appro-
priations Act.

“(C) DEPOsITS.—Assessments and other fees described under subpara-
graph (B) for any fiscal year—

“@i) shall be deposited in the Operating Fund; and

“(i1) except as provided in subparagraph (E), shall not be collected for
any fiscal year except to the extent provided in advance in appropria-
tion Acts.

“(D) CrEDITS.—Amounts deposited in the Operating Fund during a fiscal
year shall be credited as offsetting the amount appropriated to the Oper-
ating Fund for such fiscal year.

“(E) LAPSE OF APPROPRIATION.—If on the first day of a fiscal year an ap-
propriation to the Corporation has not been enacted, the Corporation shall
continue to collect the assessments and other fees described under subpara-
graph (B) at the rate in effect during the preceding fiscal year, until 60
days after the date such an appropriation is enacted.

“(F) EXCEPTION FOR CERTAIN PROGRAMS.—This paragraph shall not apply
to the Corporation’s Insurance Business Line Programs and Receivership
Management Business Line Programs, as in existence on the date of enact-
ment of this paragraph.”.

(b) CONFORMING AMENDMENT.—Subsection (d) of section 7 of the Federal Deposit
Insurance Act (12 U.S.C. 1817) is amended to read as follows:

“(d) DEPOSIT INSURANCE FUND EXEMPT FROM APPORTIONMENT.—Notwithstanding
any other provision of law, amounts received pursuant to any assessments or other
fees that are deposited into the Deposit Insurance Fund shall not be subject to ap-
portionment for the purposes of chapter 15 of title 31, United States Code, or under
any other authority.”.

(c) EFFECTIVE DATE.—The amendments made by this section shall apply with re-
spect to expenses paid and fees collected on or after the date that is 90 days after
the date of the enactment of the first appropriation Act that provides for appropria-
tions to the Federal Deposit Insurance Corporation and that is enacted after the
date of the enactment of this Act.

SEC. 362. BRINGING THE FEDERAL HOUSING FINANCE AGENCY INTO THE APPROPRIATIONS
PROCESS.

(a) IN GENERAL.—Section 1316 of the Housing and Community Development Act
of 1992 (12 U.S.C. 4516) is amended—

(1) by amending subsection (a) to read as follows:

“(a) APPROPRIATIONS REQUIREMENT.—

“(1) RECOVERY OF COSTS OF ANNUAL APPROPRIATION.—The Agency shall collect
assessments and other fees that are designed to recover the costs to the Govern-
ment of the annual appropriation to the Agency by Congress.

“(2) OFFSETTING COLLECTIONS.—Assessments and other fees described under
paragraph (1) for any fiscal year—

“(A) shall be deposited and credited as offsetting collections to the account
providing appropriations to the Agency; and

“(B) except as provided in paragraph (3), shall not be collected for any
fiscal year except to the extent provided in advance in appropriation Acts.

“(3) LAPSE OF APPROPRIATION.—If on the first day of a fiscal year an appro-
priation to the Agency has not been enacted, the Agency shall continue to col-
lect (as offsetting collections) the assessments and other fees described under
paragraph (1) at the rate in effect during the preceding fiscal year, until 60
days after the date such an appropriation is enacted.”; and

(2) by striking subsection (f).

(b) EFFECTIVE DATE.—The amendments made by this section shall apply with re-
spect to expenses paid and assessments and other fees collected on or after the date
that is 90 days after the date of the enactment of the first appropriation Act that
provides for appropriations to the Federal Housing Finance Agency and that is en-
acted after the date of the enactment of this Act.
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SEC. 363. BRINGING THE NATIONAL CREDIT UNION ADMINISTRATION INTO THE APPROPRIA-
TIONS PROCESS.

(a) IN GENERAL.—Section 105 of the Federal Credit Union Act (12 U.S.C. 1755)
is amended—

(1) by amending subsections (a) and (b) to read as follows:

“(a) PAYMENT BY FEDERAL CREDIT UNIONS TO ADMINISTRATION.—Each insured
credit union shall pay to the Administration an annual fee.

“(b) DETERMINATIONS OF ASSESSMENT PERIODS AND PAYMENT DATES.—The Board
shall determine the periods for which the fee referred to under subsection (a) shall
be assessed and the date for the payment of such fee or increments thereof.”;

(2) in subsection (c¢), by striking “operating”;

(3) by amending subsection (d) to read as follows:

“(d) APPROPRIATIONS REQUIREMENT.—

“(1) RECOVERY OF COSTS OF ANNUAL APPROPRIATION.—The Administration
shall collect fees other than those fees referred to under subsection (a) from
each insured credit union, as provided under this Act, in an amount stated as
a percentage of insured shares of each insured credit union (which percentage
shall be the same for all insured credit unions). Such fees shall be designed to
recover the costs to the Government of the annual appropriation to the Admin-
istration by Congress.

“(2) OFFSETTING COLLECTIONS.—Fees described under paragraph (1) for any
fiscal year—

“(A) shall be deposited and credited as offsetting collections to the account
providing appropriations to the Administration; and

“(B) except as provided in paragraph (3), shall not be collected for any
fiscal year except to the extent provided in advance in appropriation Acts.

“(3) LAPSE OF APPROPRIATION.—If on the first day of a fiscal year an appro-
priation to the Administration has not been enacted, the Administration shall
continue to collect (as offsetting collections) the fees described under paragraph
(1) at the rate in effect during the preceding fiscal year, until 60 days after the
date such an appropriation is enacted.

“(4) EXCEPTION FOR INSURANCE FUNCTIONS.—This subsection shall not apply
to the National Credit Union Share Insurance Fund, including assessments and
other fees that are deposited into, and amounts paid from, the National Credit
Union Share Insurance Fund.”; and

(4) by striking subsection (e).

(b) CONFORMING AMENDMENTS.—The Federal Credit Union Act (12 U.S.C. 1751 et
seq.) is amended—

(1) in section 120(j), by striking paragraph (3);

(2) by amending section 128 to read as follows:

“SEC. 128. NATIONAL CREDIT UNION SHARE INSURANCE FUND EXEMPT FROM APPORTION-
MENT.

“Notwithstanding any other provision of law, amounts received pursuant to any
assessments or other fees that are deposited into the National Credit Union Share
Insurance Fund or the Temporary Corporate Credit Union Stabilization Fund shall
not be subject to apportionment for the purposes of chapter 15 of title 31, United
States Code, or under any other authority.”; and

(3) in section 203(a), by striking “and for such administrative and other ex-
penses incurred in carrying out the purposes of this title”.

(c) EFFECTIVE DATE.—The amendments made by this section shall apply with re-
spect to expenses paid and fees collected on or after the date that is 90 days after
the date of the enactment of the first appropriation Act that provides for appropria-
tions to the National Credit Union Administration and that is enacted after the date
of the enactment of this Act.

SEC. 364. BRINGING THE OFFICE OF THE COMPTROLLER OF THE CURRENCY INTO THE AP-
PROPRIATIONS PROCESS.
(a) IN GENERAL.—Section 5240A of the Revised Statutes of the United States (12
U.S.C. 16) is amended—

(1) by striking “Sec. 5240A. The Comptroller of the Currency may collect an
assessment, fee, or other charge from any entity described in section 3(q)(1) of
the Federal Deposit Insurance Act (12 U.S.C. 1813(q)(1)), as the Comptroller de-
termines is necessary or appropriate to carry out the responsibilities of the Of-
fice of the Comptroller of the Currency. In establishing the amount of an assess-
ment, fee, or charge collected from an entity under this section,” and inserting
the following:

“SEC. 5240A. COLLECTION OF FEES; APPROPRIATIONS REQUIREMENT.

“(a) IN GENERAL.—In establishing the amount of an assessment, fee, or charge col-
lected from an entity under subsection (b),”;
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(2) by striking “Funds derived” and all that follows through the end of the
section; and

(3) by adding at the end the following:

“(b) APPROPRIATIONS REQUIREMENT.—

“(1) RECOVERY OF COSTS OF ANNUAL APPROPRIATION.—The Comptroller of the
Currency shall impose and collect assessments, fees, or other charges that are
designed to recover the costs to the Government of the annual appropriation to
the Office of the Comptroller of the Currency by Congress.

“(2) OFFSETTING COLLECTIONS.—Assessments and other fees described under
paragraph (1) for any fiscal year—

“(A) shall be deposited and credited as offsetting collections to the account
providing appropriations to the Office of the Comptroller of the Currency;
and

“(B) except as provided in paragraph (3), shall not be collected for any
fiscal year except to the extent provided in advance in appropriation Acts.

“(3) LAPSE OF APPROPRIATION.—If on the first day of a fiscal year an appro-
priation to the Office of the Comptroller of the Currency has not been enacted,
the Comptroller of the Currency shall continue to collect (as offsetting collec-
tions) the assessments and other fees described under paragraph (1) at the rate
in effect during the preceding fiscal year, until 60 days after the date such an
appropriation is enacted.”.

(b) CONFORMING AMENDMENT.—Section 5240 (12 U.S.C. 481 et seq.) of the Revised
Statutes of the United States is amended by striking the fourth undesignated para-
graph.

(c) EFFECTIVE DATE.—The amendments made by this section shall apply with re-
spect to expenses paid and fees collected on or after the date that is 90 days after
the date of the enactment of the first appropriation Act that provides for appropria-
tions to the Comptroller of the Currency and that is enacted after the date of the
enactment of this Act.

SEC. 365. BRINGING THE NON-MONETARY POLICY RELATED FUNCTIONS OF THE BOARD OF
GOVERNORS OF THE FEDERAL RESERVE SYSTEM INTO THE APPROPRIATIONS
PROCESS.

(a) IN GENERAL.—The Federal Reserve Act is amended by inserting after section
11B the following:

“SEC. 11C. APPROPRIATIONS REQUIREMENT FOR NON-MONETARY POLICY RELATED ADMIN-
ISTRATIVE COSTS.

“(a) APPROPRIATIONS REQUIREMENT.—

“(1) RECOVERY OF COSTS OF ANNUAL APPROPRIATION.—The Board of Governors
of the Federal Reserve System and the Federal reserve banks shall collect as-
sessments and other fees, as provided under this Act, that are designed to re-
cover the costs to the Government of the annual appropriation to the Board of
Governors of the Federal Reserve System by Congress. The Board of Governors
of the Federal Reserve System and the Federal reserve banks may only incur
obligations or allow and pay expenses with respect to non-monetary policy re-
lated administrative costs pursuant to an appropriations Act.

“(2) OFFSETTING COLLECTIONS.—Assessments and other fees described under
paragraph (1) for any fiscal year—

“(A) shall be deposited and credited as offsetting collections to the account
providing appropriations to the Board of Governors of the Federal Reserve
System; and

“(B) except as provided in paragraph (3), shall not be collected for any
fiscal year except to the extent provided in advance in appropriation Acts.

“(3) LAPSE OF APPROPRIATION.—If on the first day of a fiscal year an appro-
priation to the Board of Governors of the Federal Reserve System has not been
enacted, the Board of Governors of the Federal Reserve System shall continue
to collect (as offsetting collections) the assessments and other fees described
under paragraph (1) at the rate in effect during the preceding fiscal year, until
60 days after the date such an appropriation is enacted.

“(4) LiIMITATION.—This subsection shall only apply to the non-monetary policy
related administrative costs of the Board of Governors of the Federal Reserve
System.

“(b) DEFINITIONS.—For purposes of this section:

“(1) MONETARY POLICY.—The term ‘monetary policy’ means a strategy for pro-
ducing a generally acceptable exchange medium that supports the productive
employment of economic resources by reliably serving as both a unit of account
and store of value.
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“(2) NON-MONETARY POLICY RELATED ADMINISTRATIVE COSTS.—The term ‘non-
monetary policy related administrative costs’ means administrative costs not re-
lated to the conduct of monetary policy, and includes—

“(A) direct operating expenses for supervising and regulating entities su-
pervised and regulated by the Board of Governors of the Federal Reserve
System, including conducting examinations, conducting stress tests, com-
municating with the entities regarding supervisory matters and laws, and
regulations;

“(B) operating expenses for activities integral to carrying out supervisory
and regulatory responsibilities, such as training staff in the supervisory
function, research and analysis functions including library subscription
services, and collecting and processing regulatory reports filed by super-
vised institutions; and

“(C) support, overhead, and pension expenses related to the items de-
scribed under subparagraphs (A) and (B).”.

(b) EFFECTIVE DATE.—The amendments made by this section shall apply with re-
spect to expenses paid and fees collected on or after the date that is 90 days after
the date of the enactment of the first appropriation Act that provides for appropria-
tions to the Board of Governors of the Federal Reserve System and that is enacted
after the date of the enactment of this Act.

Subtitle F—International Processes

SEC. 371. REQUIREMENTS FOR INTERNATIONAL PROCESSES.

(a) BOARD OF GOVERNORS REQUIREMENTS.—Section 11 of the Federal Reserve Act
(12 U.S.C. 248), as amended by section 1007(a), is further amended by adding at
the end the following new subsection:

“(w) INTERNATIONAL PROCESSES.—

“(1) NOTICE OF PROCESS; CONSULTATION.—At least 30 calendar days before
any member or employee of the Board of Governors of the Federal Reserve Sys-
tem participates in a process of setting financial standards as a part of any for-
eign or multinational entity, the Board of Governors shall—

“(A) issue a notice of the process, including the subject matter, scope, and
goals of the process, to the Committee on Financial Services of the House
of Representatives and the Committee on Banking, Housing, and Urban Af-
fairs of the Senate;

“(B) make such notice available to the public, including on the website
of the Board of Governors; and

“(C) solicit public comment, and consult with the committees described
under subparagraph (A), with respect to the subject matter, scope, and
goals of the process.

“(2) PUBLIC REPORTS ON PROCESS.—After the end of any process described
under paragraph (1), the Board of Governors shall issue a public report on the
topics that were discussed during the process and any new or revised
rulemakings or policy changes that the Board of Governors believes should be
implemented as a result of the process.

“(3) NOTICE OF AGREEMENTS; CONSULTATION.—A¢t least 90 calendar days be-
fore any member or employee of the Board of Governors of the Federal Reserve
System participates in a process of setting financial standards as a part of any
foreign or multinational entity, the Board of Governors shall—

“(A) issue a notice of agreement to the Committee on Financial Services
of the House of Representatives and the Committee on Banking, Housing,
and Urban Affairs of the Senate;

“(B) make such notice available to the public, including on the website
of the Board of Governors; and

“(C) consult with the committees described under subparagraph (A) with
respect to the nature of the agreement and any anticipated effects such
agreement will have on the economy.

“(4) DEFINITION.—For purposes of this subsection, the term ‘process’ shall in-
clude any official proceeding or meeting on financial regulation of a recognized
international organization with authority to set financial standards on a global
or regional level, including the Financial Stability Board, the Basel Committee
on Banking Supervision (or a similar organization), and the International Asso-
ciation of Insurance Supervisors (or a similar organization).”.

(b) FDIC REQUIREMENTS.—The Federal Deposit Insurance Act (12 U.S.C. 1811 et
seq.) is amended by adding at the end the following new section:
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“SEC. 51. INTERNATIONAL PROCESSES.

“(a) NOTICE OF PROCESS; CONSULTATION.—At least 30 calendar days before the
Board of Directors participates in a process of setting financial standards as a part
of any foreign or multinational entity, the Board of Directors shall—

“(1) issue a notice of the process, including the subject matter, scope, and
goals of the process, to the Committee on Financial Services of the House of
Representatives and the Committee on Banking, Housing, and Urban Affairs of
the Senate;

“(2) make such notice available to the public, including on the website of the
Corporation; and

“(3) solicit public comment, and consult with the committees described under
paragraph (1), with respect to the subject matter, scope, and goals of the proc-
ess.

“(b) PuBLIC REPORTS ON PROCESS.—After the end of any process described under
subsection (a), the Board of Directors shall issue a public report on the topics that
were discussed at the process and any new or revised rulemakings or policy changes
that the Board of Directors believes should be implemented as a result of the proc-
ess.

“(c) NOTICE OF AGREEMENTS; CONSULTATION.—At least 90 calendar days before
the Board of Directors participates in a process of setting financial standards as a
part of any foreign or multinational entity, the Board of Directors shall—

“(1) issue a notice of agreement to the Committee on Financial Services of the
House of Representatives and the Committee on Banking, Housing, and Urban
Affairs of the Senate;

“(2) make such notice available to the public, including on the website of the
Corporation; and

“(3) consult with the committees described under paragraph (1) with respect
to the nature of the agreement and any anticipated effects such agreement will
have on the economy.

“(d) DEFINITION.—For purposes of this section, the term ‘process’ shall include any
official proceeding or meeting on financial regulation of a recognized international
organization with authority to set financial standards on a global or regional level,
including the Financial Stability Board, the Basel Committee on Banking Super-
vision (or a similar organization), and the International Association of Insurance Su-
pervisors (or a similar organization).”.

(c) TREASURY REQUIREMENTS.—Section 325 of title 31, United States Code, is
amended by adding at the end the following new subsection:

“(d) INTERNATIONAL PROCESSES.—

“(1) NOTICE OF PROCESS; CONSULTATION.—At least 30 calendar days before the
Secretary participates in a process of setting financial standards as a part of
any foreign or multinational entity, the Secretary shall—

“(A) issue a notice of the process, including the subject matter, scope, and
goals of the process, to the Committee on Financial Services of the House
of Representatives and the Committee on Banking, Housing, and Urban Af-
fairs of the Senate;

“(B) make such notice available to the public, including on the website
of the Department of the Treasury; and

“(C) solicit public comment, and consult with the committees described
under subparagraph (A), with respect to the subject matter, scope, and
goals of the process.

“(2) PUBLIC REPORTS ON PROCESS.—After the end of any process described
under paragraph (1), the Secretary shall issue a public report on the topics that
were discussed at the process and any new or revised rulemakings or policy
changes that the Secretary believes should be implemented as a result of the
process.

“(3) NOTICE OF AGREEMENTS; CONSULTATION.—At least 90 calendar days be-
fore the Secretary participates in a process of setting financial standards as a
part of any foreign or multinational entity, the Secretary shall—

“(A) issue a notice of agreement to the Committee on Financial Services
of the House of Representatives and the Committee on Banking, Housing,
and Urban Affairs of the Senate;

“(B) make such notice available to the public, including on the website
of the Department of the Treasury; and

“(C) consult with the committees described under subparagraph (A) with
respect to the nature of the agreement and any anticipated effects such
agreement will have on the economy.

“(4) DEFINITION.—For purposes of this subsection, the term ‘process’ shall in-
clude any official proceeding or meeting on financial regulation of a recognized
international organization with authority to set financial standards on a global
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or regional level, including the Financial Stability Board, the Basel Committee
on Banking Supervision (or a similar organization), and the International Asso-
ciation of Insurance Supervisors (or a similar organization).”.
(d) OCC REQUIREMENTS.—Chapter one of title LXII of the Revised Statutes of the
United States (12 U.S.C. 21 et seq.) is amended—
(1) by adding at the end the following new section:

“SEC. 5156B. INTERNATIONAL PROCESSES.

“(a) NOTICE OF PROCESS; CONSULTATION.—At least 30 calendar days before the
Comptroller of the Currency participates in a process of setting financial standards
as a part of any foreign or multinational entity, the Board of Directors shall—

“(1) issue a notice of the process, including the subject matter, scope, and
goals of the process, to the Committee on Financial Services of the House of
Representatives and the Committee on Banking, Housing, and Urban Affairs of
the Senate;

“(2) make such notice available to the public, including on the website of the
Office of the Comptroller of the Currency; and

“(3) solicit public comment, and consult with the committees described under
paragraph (1), with respect to the subject matter, scope, and goals of the proc-
ess.

“(b) PuBLIC REPORTS ON PROCESS.—After the end of any process described under
subsection (a), the Board of Directors shall issue a public report on the topics that
were discussed at the process and any new or revised rulemakings or policy changes
that the Board of Directors believes should be implemented as a result of the proc-
ess.

“(c) NOTICE OF AGREEMENTS; CONSULTATION.—At least 90 calendar days before
the Board of Directors participates in a process of setting financial standards as a
part of any foreign or multinational entity, the Board of Directors shall—

“(1) issue a notice of agreement to the Committee on Financial Services of the
House of Representatives and the Committee on Banking, Housing, and Urban
Affairs of the Senate;

“(2) make such notice available to the public, including on the website of the
Office of the Comptroller of the Currency; and

“(3) consult with the committees described under paragraph (1) with respect
to the nature of the agreement and any anticipated effects such agreement will
have on the economy.

“(d) DEFINITION.—For purposes of this section, the term ‘process’ shall include any
official proceeding or meeting on financial regulation of a recognized international
organization with authority to set financial standards on a global or regional level,
including the Financial Stability Board, the Basel Committee on Banking Super-
vision (or a similar organization), and the International Association of Insurance Su-
pervisors (or a similar organization).”; and

(2) in the table of contents for such chapter, by adding at the end the fol-
lowing new item:

“5156B. International processes.”.

(e) SECURITIES AND EXCHANGE COMMISSION REQUIREMENTS.—Section 4 of the Se-
curities Exchange Act of 1934 (15 U.S.C. 78d), as amended by section 818(a), is fur-
ther amended by adding at the end the following new subsection:

“(j) INTERNATIONAL PROCESSES.—

“(1) NOTICE OF PROCESS; CONSULTATION.—At least 30 calendar days before the
Commission participates in a process of setting financial standards as a part
of any foreign or multinational entity, the Commission shall—

“(A) issue a notice of the process, including the subject matter, scope, and
goals of the process, to the Committee on Financial Services of the House
of Representatives and the Committee on Banking, Housing, and Urban Af-
fairs of the Senate;

“(B) make such notice available to the public, including on the website
of the Commission; and

“(C) solicit public comment, and consult with the committees described
under subparagraph (A), with respect to the subject matter, scope, and
goals of the process.

“(2) PUBLIC REPORTS ON PROCESS.—After the end of any process described
under paragraph (1), the Commission shall issue a public report on the topics
that were discussed at the process and any new or revised rulemakings or pol-
icy changes that the Commission believes should be implemented as a result of
the process.

“(3) NOTICE OF AGREEMENTS; CONSULTATION.—At least 90 calendar days be-
fore the Commission participates in a process of setting financial standards as
a part of any foreign or multinational entity, the Commission shall—
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“(A) issue a notice of agreement to the Committee on Financial Services
of the House of Representatives and the Committee on Banking, Housing,
and Urban Affairs of the Senate;

“(B) make such notice available to the public, including on the website
of the Commission; and

“(C) consult with the committees described under subparagraph (A) with
respect to the nature of the agreement and any anticipated effects such
agreement will have on the economy.

“(4) DEFINITION.—For purposes of this subsection, the term ‘process’ shall in-
clude any official proceeding or meeting on financial regulation of a recognized
international organization with authority to set financial standards on a global
or regional level, including the Financial Stability Board, the Basel Committee
on Banking Supervision (or a similar organization), and the International Asso-
ciation of Insurance Supervisors (or a similar organization).”.

(f) CommopITY FUTURES TRADING COMMISSION REQUIREMENTS.—Section 2 of the
Commodity Exchange Act (7 U.S.C. 2) is amended by adding at the end the fol-
lowing:

“(k) INTERNATIONAL PROCESSES.—

“(1) NOTICE OF PROCESS; CONSULTATION.—At least 30 calendar days before the
Commission participates in a process of setting financial standards as a part
of any foreign or multinational entity, the Commission shall—

“(A) issue a notice of the process, including the subject matter, scope, and
goals of the process, to—

“i) the Committees on Financial Services and Agriculture of the
House of Representatives; and

“(i1) the Committees on Banking, Housing, and Urban Affairs and
Agriculture, Nutrition, and Forestry of the Senate;

“(B) make such notice available to the public, including on the website
of the Commission; and

“(C) solicit public comment, and consult with the committees described
under subparagraph (A), with respect to the subject matter, scope, and
goals of the process.

“(2) PUBLIC REPORTS ON PROCESS.—After the end of any process described
under paragraph (1), the Commission shall issue a public report on the topics
that were discussed during the process and any new or revised rulemakings or
policy changes that the Commission believes should be implemented as a result
of the process.

“(3) NOTICE OF AGREEMENTS; CONSULTATION.—At least 90 calendar days be-
fore the Commission participates in a process of setting financial standards as
a part of any foreign or multinational entity, the Commission shall—

“(A) issue a notice of agreement to—

“i) the Committees on Financial Services and Agriculture of the
House of Representatives; and

“(i1) the Committees on Banking, Housing, and Urban Affairs and
Agriculture, Nutrition, and Forestry of the Senate;

“(B) make such notice available to the public, including on the website
of the Commission; and

“(C) consult with the committees described under subparagraph (A) with
respect to the nature of the agreement and any anticipated effects such
agreement will have on the economy.

“(4) DEFINITION.—For purposes of this subsection, the term ‘process’ shall in-
clude any official proceeding or meeting on financial regulation of a recognized
international organization with authority to set financial standards on a global
or regional level, including the Financial Stability Board, the Basel Committee
on Banking Supervision (or a similar organization), and the International Asso-
ciation of Insurance Supervisors (or a similar organization).”.

Subtitle G—Unfunded Mandates Reform

SEC. 381. DEFINITIONS.
For purposes of this title:
(1) AGENCY.—The term “agency” has the meaning given such term under sec-
tion 311.
(2) OTHER DEFINITIONS.—Except as provided under paragraph (1), the defini-
tions under section 421 of the Congressional Budget and Impoundment Control
Act of 1974 shall apply to this title.
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SEC. 382. STATEMENTS TO ACCOMPANY SIGNIFICANT REGULATORY ACTIONS.

(a) IN GENERAL.—Unless otherwise expressly prohibited by law, before promul-
gating any general notice of proposed rulemaking or any final rule, or within six
months after promulgating any final rule that was not preceded by a general notice
of proposed rulemaking, if the proposed rulemaking or final rule includes a Federal
mandate that may result in an annual effect on State, local, or tribal governments,
or to the private sector, in the aggregate of $100,000,000 or more in any 1 year,
the agency shall prepare a written statement containing the following:

(1) The text of the draft proposed rulemaking or final rule, together with the
information required under subsections (a) and (b)(1) of section 312, as applica-
ble, including an explanation of the manner in which the proposed rulemaking
or final rule is consistent with the statutory requirement and avoids undue in-
terference with State, local, and tribal governments in the exercise of their gov-
ernmental functions.

(2) Estimates by the agency, if and to the extent that the agency determines
that accurate estimates are reasonably feasible, of—

(A) the future compliance costs of the Federal mandate; and

(B) any disproportionate budgetary effects of the Federal mandate upon
any particular regions of the nation or particular State, local, or tribal gov-
ernments, urban or rural or other types of communities, or particular seg-
ments of the private sector.

(3)(A) A detailed description of the extent of the agency’s prior consultation
with the private sector and elected representatives (under section 384) of the
affected State, local, and tribal governments.

(B) A detailed summary of the comments and concerns that were presented
by the private sector and State, local, or tribal governments either orally or in
writing to the agency.

(C) A detailed summary of the agency’s evaluation of those comments and
concerns.

(4) A detailed summary of how the agency complied with each of the regu-
latory principles described under section 312, as applicable.

(b) PROMULGATION.—In promulgating a general notice of proposed rulemaking or
a final rule for which a statement under subsection (a) is required, the agency shall
include in the promulgation a summary of the information contained in the state-
ment.

(¢c) PREPARATION IN CONJUNCTION WITH OTHER STATEMENT.—Any agency may
prepare any statement required under subsection (a) in conjunction with or as a
part of any other statement or analysis, provided that the statement or analysis sat-
isfies the provisions of subsection (a).

SEC. 383. SMALL GOVERNMENT AGENCY PLAN.

Before establishing any regulatory requirements that might significantly or
uniquely affect small governments, agencies shall have developed a plan under
which the agency shall—

(1) provide notice of the requirements to potentially affected small govern-
ments, if any;

(2) enable officials of affected small governments to provide meaningful and
timely input in the development of regulatory proposals containing significant
Federal intergovernmental mandates; and

(3) inform, educate, and advise small governments on compliance with the re-
quirements.

SEC. 384. STATE, LOCAL, AND TRIBAL GOVERNMENT AND PRIVATE SECTOR INPUT.

(a) IN GENERAL.—Each agency shall, to the extent permitted in law, develop an
effective process to permit elected officers of State, local, and tribal governments (or
their designated employees with authority to act on their behalf), and impacted par-
ties within the private sector (including small business), to provide meaningful and
timely input in the development of regulatory proposals containing significant Fed-
eral mandates.

(b) MEETINGS BETWEEN STATE, LOCAL, TRIBAL AND FEDERAL OFFICERS.—The Fed-
eral Advisory Committee Act (5 U.S.C. App.) shall not apply to actions in support
of intergovernmental communications where—

(1) meetings are held exclusively between Federal officials and elected officers
of State, local, and tribal governments (or their designated employees with au-
thority to act on their behalf) acting in their official capacities; and

(2) such meetings are solely for the purposes of exchanging views, informa-
tion, or advice relating to the management or implementation of Federal pro-
grams established pursuant to public law that explicitly or inherently share
intergovernmental responsibilities or administration.
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(¢) GUIDELINES.—For appropriate implementation of subsections (a) and (b) con-
lsistegt with applicable laws and regulations, the following guidelines shall be fol-
owed:

(1) Consultations shall take place as early as possible, before issuance of a
notice of proposed rulemaking, continue through the final rule stage, and be in-
tegrated explicitly into the rulemaking process.

(2) Agencies shall consult with a wide variety of State, local, and tribal offi-
cials and impacted parties within the private sector (including small busi-
nesses). Geographic, political, and other factors that may differentiate varying
points of view should be considered.

(3) Agencies should estimate benefits and costs to assist with these consulta-
tions. The scope of the consultation should reflect the cost and significance of
the Federal mandate being considered.

(4) Agencies shall, to the extent practicable—

(A) seek out the views of State, local, and tribal governments, and im-
pacted parties within the private sector (including small business), on costs,
benefits, and risks; and

(B) solicit ideas about alternative methods of compliance and potential
flexibilities, and input on whether the Federal regulation will harmonize
with and not duplicate similar laws in other levels of government.

(5) Consultations shall address the cumulative impact of regulations on the
affected entities.

(6) Agencies may accept electronic submissions of comments by relevant par-
ties but may not use those comments as the sole method of satisfying the guide-
lines in this subsection.

SEC. 385. LEAST BURDENSOME OPTION OR EXPLANATION REQUIRED.

(a) IN GENERAL.—Except as provided in subsection (b), before promulgating any
rule for which a written statement is required under section 382, the agency shall
identify and consider a reasonable number of regulatory alternatives and from those
alternatives select the least costly, most cost-effective or least burdensome alter-
native that achieves the objectives of the rule, for—

(1) State, local, and tribal governments, in the case of a rule containing a Fed-
eral intergovernmental mandate; and

(2) the private sector, in the case of a rule containing a Federal private sector
mandate.

(b) EXCEPTION.—The provisions of subsection (a) shall apply unless—

(1) the head of the affected agency publishes with the final rule an expla-
nation of why the least costly, most cost-effective or least burdensome method
of achieving the objectives of the rule was not adopted; or

(2) the provisions are inconsistent with law.

(c) CERTIFICATION.—No later than 1 year after the date of the enactment of this
Act, the Administrator of the Office of Information and Regulatory Affairs shall cer-
tify to Congress, with a written explanation, agency compliance with this section
and include in that certification agencies and rulemakings that fail to adequately
comply with this section.

SEC. 386. ASSISTANCE TO THE OFFICE OF INFORMATION AND REGULATORY AFFAIRS.

The Administrator of the Office of Information and Regulatory Affairs shall—
(1) collect from agencies the statements prepared under section 382; and
(2) periodically forward copies of such statements to the Director of the Con-
gressional Budget Office on a reasonably timely basis after promulgation of the
general notice of proposed rulemaking or of the final rule for which the state-
ment was prepared.

SEC. 387. OFFICE OF INFORMATION AND REGULATORY AFFAIRS RESPONSIBILITIES.

(a) IN GENERAL.—The Administrator of the Office of Information and Regulatory
Affairs shall provide meaningful guidance and oversight so that each agency’s regu-
lations for which a written statement is required under section 382 are consistent
with the principles and requirements of this title, as well as other applicable laws,
and do not conflict with the policies or actions of another agency. If the Adminis-
trator determines that an agency’s regulations for which a written statement is re-
quired under section 382 do not comply with such principles and requirements, are
not consistent with other applicable laws, or conflict with the policies or actions of
another agency, the Administrator shall identify areas of non-compliance, notify the
agency, and request that the agency comply before the agency finalizes the regula-
tion concerned.

(b) ANNUAL STATEMENTS TO CONGRESS ON AGENCY COMPLIANCE.—The Adminis-
trator of the Office of Information and Regulatory Affairs annually shall submit to
Congress a written report detailing compliance by each agency with the require-
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ments of this title that relate to regulations for which a written statement is re-
quired by section 382, including activities undertaken at the request of the Adminis-
trator to improve compliance, during the preceding reporting period. The report
shall also contain an appendix detailing compliance by each agency with section
384.

SEC. 388. JUDICIAL REVIEW.

(a) AGENCY STATEMENTS ON SIGNIFICANT REGULATORY ACTIONS.—

(1) IN GENERAL.—Compliance or noncompliance by any agency with the provi-
sions of section 382, paragraphs (1) and (2) of section 383(a), and subsections
(a) and (b) of section 385 shall be subject to judicial review in accordance with
this section.

(2) LIMITED REVIEW OF AGENCY COMPLIANCE OR NONCOMPLIANCE.—

(A) Agency compliance or noncompliance with the provisions of section
382, paragraphs (1) and (2) of section 383(a), and subsections (a) and (b)
of section 385 shall be subject to judicial review under section 706(1) of title
5, United States Code, and as provided under subparagraph (B).

(B) If an agency fails to prepare the written statement (including the
preparation of the estimates, analyses, statements, or descriptions) under
section 382, prepare the written plan under paragraphs (1) and (2) of sec-
tion 383(a), or comply with subsections (a) and (b) of section 385, a court
may compel the agency to prepare such written statement, prepare such
written plan, or comply with such section;

(3) REVIEW OF AGENCY RULES.—In any judicial review under any other Fed-
eral law of an agency rule for which a written statement under section 382, a
written plan under paragraphs (1) and (2) of section 383(a), or compliance with
subsections (a) and (b) of section 385 is required, the inadequacy or failure to
prepare such statement (including the inadequacy or failure to prepare any esti-
mate, analysis, statement, or description), to prepare such written plan, or to
comply with such section may be used as a basis for staying, enjoining, invali-
dating or otherwise affecting such agency rule.

(4) CERTAIN INFORMATION AS PART OF RECORD.—Any information generated
under section 382, paragraphs (1) and (2) of section 383(a), and subsections (a)
and (b) of section 385 that is part of the rulemaking record for judicial review
under the provisions of any other Federal law may be considered as part of the
record for judicial review conducted under such other provisions of Federal law.

(5) APPLICATION OF OTHER FEDERAL LAW.—For any petition under paragraph
(2) the provisions of such other Federal law shall control all other matters, such
as exhaustion of administrative remedies, the time for and manner of seeking
review and venue, except that if such other Federal law does not provide a limi-
tation on the time for filing a petition for judicial review that is less than 180
days, such limitation shall be 180 days after a final rule is promulgated by the
appropriate agency.

(6) EFFECTIVE DATE.—This subsection shall apply to any agency rule for
which a general notice of proposed rulemaking is promulgated on or after the
date of the enactment of this Act.

(b) JupIiCcIAL REVIEW AND RULE OF CONSTRUCTION.—Except as provided in sub-
section (a)—

(1) any estimate, analysis, statement, description or report prepared under
this title, and any compliance or noncompliance with the provisions of this title,
and any determination concerning the applicability of the provisions of this title
shall not be subject to judicial review; and

(2) no provision of this title shall be construed to create any right or benefit,
substantive or procedural, enforceable by any person in any administrative or
judicial action.

Subtitle H—Enforcement Coordination

SEC. 391. POLICIES TO MINIMIZE DUPLICATION OF ENFORCEMENT EFFORTS.

Each agency (as defined under section 311) shall, not later than the end of the
90-day period beginning on the date of the enactment of this Act, implement policies
and procedures—

(1) to minimize duplication of efforts with other Federal or State authorities
when bringing an administrative or judicial action against an individual or enti-
ty;

(2) to establish when joint investigations, administrative actions, or judicial
actions or the coordination of law enforcement activities are necessary and ap-
propriate and in the public interest; and
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(3) to, in the course of a joint investigation, administrative action, or judicial
action, establish a lead agency to avoid duplication of efforts and unnecessary
burdens and to ensure consistent enforcement, as necessary and appropriate
and in the public interest.

Subtitle I—Penalties for Unauthorized Disclosures

SEC. 392. CRIMINAL PENALTY FOR UNAUTHORIZED DISCLOSURES.

Section 165 of the Financial Stability Act of 2010 (12 U.S.C. 5365), as amended
by section 151(b)(6)(M), is further amended by adding at the end the following:
“(m) CRIMINAL PENALTY FOR UNAUTHORIZED DISCLOSURES.—

“(1) IN GENERAL.—Any officer or employee of a Federal department or agency,
who by virtue of such officer or employee’s employment or official position, has
possession of, or access to, agency records which contain individually identifi-
able information submitted pursuant to the requirements of this section, the
disclosure of which is prohibited by Federal statute, rule, or regulation, and who
knowing that disclosure of the specific material is so prohibited, willfully dis-
closes the material in any manner to any person or agency not entitled to re-
ceive it, shall be guilty of a misdemeanor and fined not more than $5,000.

“(2) OBTAINING RECORDS UNDER FALSE PRETENSES.—Any person who know-
ingly and willfully requests or obtains information described under paragraph
(1) from a Federal department or agency under false pretenses shall be guilty
of a misdemeanor and fined not more than $5,000.

“(3) TREATMENT OF DETERMINATIONS.—For purposes of this subsection, a de-
termination made under subsection (d) or (i) based on individually identifiable
information submitted pursuant to the requirements of this section shall be
deemed individually identifiable information, the disclosure of which is prohib-
ited by Federal statute.”.

Subtitle II—Stop Settlement Slush Funds

SEC. 393. LIMITATION ON DONATIONS MADE PURSUANT TO SETTLEMENT AGREEMENTS TO
WHICH CERTAIN DEPARTMENTS OR AGENCIES ARE A PARTY.

(a) LIMITATION ON REQUIRED DONATIONS.—No settlement to which a department
or agency is a party may direct or provide for a payment to any person who is not
a victim of the alleged wrongdoing.

(b) PENALTY.—Any Executive branch official or agent thereof who enters into or
enforces a settlement in violation of subsection (a), shall be subject to the same pen-
alties that would apply in the case of a violation of section 3302 of title 31, United
States Code.

(¢) EFFECTIVE DATE.—Subsections (a) and (b) apply only in the case of a settle-
ment agreement concluded on or after the date of enactment of this Act.

(d) DEFINITIONS.—

(1) The term “department or agency”—

(A) has the meaning given the term “agency” under section 311; and

(B) means the Department of Housing and Urban Development, the De-
partment of Justice, and the Rural Housing Service of the Department of
Agriculture.

(2) The term “settlement agreement” means a settlement agreement resolving
a civil action or potential civil action, a plea agreement, a deferred prosecution
agreement, or a non-prosecution agreement.

(3) The term “payment” means a payment or loan.

(4) The term “payment to any person who is not a victim” means any pay-
ment other than a payment—

(A) to a person who is party to the lawsuit or settlement;

(B) that provides restitution for or otherwise directly remedies actual
harm (including to the environment) directly and proximately caused by the
party making the payment as a result of that party’s alleged wrongdoing;

(C) that constitutes payment for services rendered in connection with the
case; or

(D) made pursuant to section 3663 of title 18, United States Code.
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TITLE IV-UNLEASHING OPPORTUNITIES FOR
SMALL BUSINESSES, INNOVATORS, AND JOB
CREATORS BY FACILITATING CAPITAL FOR-
MATION

Subtitle A—Small Business Mergers, Acquisitions,
Sales, and Brokerage Simplification

SEC. 401. REGISTRATION EXEMPTION FOR MERGER AND ACQUISITION BROKERS.

Section 15(b) of the Securities Exchange Act of 1934 (15 U.S.C. 780(b)) is amended
by adding at the end the following:
“(13) REGISTRATION EXEMPTION FOR MERGER AND ACQUISITION BROKERS.—

“(A) IN GENERAL.—Except as provided in subparagraph (B), an M&A
broker shall be exempt from registration under this section.

“(B) EXCLUDED ACTIVITIES.—An M&A broker is not exempt from registra-
tion under this paragraph if such broker does any of the following:

“(i) Directly or indirectly, in connection with the transfer of owner-
ship of an eligible privately held company, receives, holds, transmits,
or has custody of the funds or securities to be exchanged by the parties
to the transaction.

“(i1) Engages on behalf of an issuer in a public offering of any class
of securities that is registered, or is required to be registered, with the
Commission under section 12 or with respect to which the issuer files,
or is required to file, periodic information, documents, and reports
under subsection (d).

“(ii) Engages on behalf of any party in a transaction involving a pub-
lic shell company.

“(C) DISQUALIFICATIONS.—An M&A broker is not exempt from registra-
tion under this paragraph if such broker is subject to—

“(i) suspension or revocation of registration under paragraph (4);

“(i1) a statutory disqualification described in section 3(a)(39);

“(iii) a disqualification under the rules adopted by the Commission
under section 926 of the Investor Protection and Securities Reform Act
of 2010 (15 U.S.C. 77d note); or

“(iv) a final order described in paragraph (4)(H).

“(D) RULE OF CONSTRUCTION.—Nothing in this paragraph shall be con-
strued to limit any other authority of the Commission to exempt any per-
son, or any class of persons, from any provision of this title, or from any
provision of any rule or regulation thereunder.

“(E) DEFINITIONS.—In this paragraph:

“(i) CONTROL.—The term ‘control’ means the power, directly or indi-
rectly, to direct the management or policies of a company, whether
through ownership of securities, by contract, or otherwise. There is a
presumption of control for any person who—

“(I) is a director, general partner, member or manager of a lim-
ited liability company, or officer exercising executive responsibility
(or has similar status or functions);

“(II) has the right to vote 20 percent or more of a class of voting
securities or the power to sell or direct the sale of 20 percent or
more of a class of voting securities; or

“(IIT) in the case of a partnership or limited liability company,
has the right to receive upon dissolution, or has contributed, 20
percent or more of the capital.

“(i1) ELIGIBLE PRIVATELY HELD COMPANY.—The term ‘eligible privately
held company’ means a privately held company that meets both of the
following conditions:

“(I) The company does not have any class of securities registered,
or required to be registered, with the Commission under section 12
or with respect to which the company files, or is required to file,
periodic information, documents, and reports under subsection (d).

“(II) In the fiscal year ending immediately before the fiscal year
in which the services of the M&A broker are initially engaged with
respect to the securities transaction, the company meets either or
both of the following conditions (determined in accordance with the
historical financial accounting records of the company):
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“(aa) The earnings of the company before interest, taxes, de-
preciation, and amortization are less than $25,000,000.

“(bb) The gross revenues of the company are less than
$250,000,000.

“(iii)) M&A BROKER.—The term ‘M&A broker’ means a broker, and
any person associated with a broker, engaged in the business of effect-
ing securities transactions solely in connection with the transfer of
ownership of an eligible privately held company, regardless of whether
the broker acts on behalf of a seller or buyer, through the purchase,
sale, exchange, issuance, repurchase, or redemption of, or a business
combination involving, securities or assets of the eligible privately held
company, if the broker reasonably believes that—

“(I) upon consummation of the transaction, any person acquiring
securities or assets of the eligible privately held company, acting
alone or in concert, will control and, directly or indirectly, will be
active in the management of the eligible privately held company or
the business conducted with the assets of the eligible privately held
company; and

“(II) if any person is offered securities in exchange for securities
or assets of the eligible privately held company, such person will,
prior to becoming legally bound to consummate the transaction, re-
ceive or have reasonable access to the most recent fiscal year-end
financial statements of the issuer of the securities as customarily
prepared by the management of the issuer in the normal course of
operations and, if the financial statements of the issuer are au-
dited, reviewed, or compiled, any related statement by the inde-
pendent accountant, a balance sheet dated not more than 120 days
before the date of the offer, and information pertaining to the man-
agement, business, results of operations for the period covered by
the foregoing financial statements, and material loss contingencies
of the issuer.

“(iv) PUBLIC SHELL COMPANY.—The term ‘public shell company’ is a
company that at the time of a transaction with an eligible privately
held company—

“(I) has any class of securities registered, or required to be reg-
istered, with the Commission under section 12 or that is required
to file reports pursuant to subsection (d);

“(II) has no or nominal operations; and

“(III) has—

“(aa) no or nominal assets;
“(bb) assets consisting solely of cash and cash equivalents; or
“(cc) assets consisting of any amount of cash and cash
equivalents and nominal other assets.
“(F) INFLATION ADJUSTMENT.—

“(i) IN GENERAL.—On the date that is 5 years after the date of the
enactment of this paragraph, and every 5 years thereafter, each dollar
amount in subparagraph (E)(ii)(II) shall be adjusted by—

“(I) dividing the annual value of the Employment Cost Index For
Wages and Salaries, Private Industry Workers (or any successor
index), as published by the Bureau of Labor Statistics, for the cal-
endar year preceding the calendar year in which the adjustment is
being made by the annual value of such index (or successor) for the
calendar year ending December 31, 2012; and

“(II) multiplying such dollar amount by the quotient obtained
under subclause (I).

“(i1) ROUNDING.—Each dollar amount determined under clause (i)
shall be rounded to the nearest multiple of $100,000.”.

SEC. 402. EFFECTIVE DATE.

This subtitle and any amendment made by this subtitle shall take effect on the
date that is 90 days after the date of the enactment of this Act.

Subtitle B—Encouraging Employee Ownership

SEC. 406. INCREASED THRESHOLD FOR DISCLOSURES RELATING TO COMPENSATORY BEN-
EFIT PLANS.

Not later than 60 days after the date of the enactment of this Act, the Securities
and Exchange Commission shall revise section 230.701(e) of title 17, Code of Federal
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Regulations, so as to increase from $5,000,000 to $20,000,000 the aggregate sales
price or amount of securities sold during any consecutive 12-month period in excess
of which the issuer is required under such section to deliver an additional disclosure
to investors. The Commission shall index for inflation such aggregate sales price or
amount every 5 years to reflect the change in the Consumer Price Index for All
Urban Consumers published by the Bureau of Labor Statistics, rounding to the
nearest $1,000,000.

Subtitle C—Small Company Disclosure
Simplification

SEC. 411. EXEMPTION FROM XBRL REQUIREMENTS FOR EMERGING GROWTH COMPANIES
AND OTHER SMALLER COMPANIES.

(a) EXEMPTION FOR EMERGING GROWTH COMPANIES.—Emerging growth companies
are exempted from the requirements to use Extensible Business Reporting Lan-
guage (XBRL) for financial statements and other periodic reporting required to be
filed with the Commission under the securities laws. Such companies may elect to
use XBRL for such reporting.

(b) EXEMPTION FOR OTHER SMALLER COMPANIES.—Issuers with total annual gross
revenues of less than $250,000,000 are exempt from the requirements to use XBRL
for financial statements and other periodic reporting required to be filed with the
Commission under the securities laws. Such issuers may elect to use XBRL for such
reporting. An exemption under this subsection shall continue in effect until—

(1) the date that is five years after the date of enactment of this Act; or

(2) the date that is two years after a determination by the Commission, by
order after conducting the analysis required by section 3, that the benefits of
such requirements to such issuers outweigh the costs, but no earlier than three
years after enactment of this Act.

(c) MODIFICATIONS TO REGULATIONS.—Not later than 60 days after the date of en-
actment of this Act, the Commission shall revise its regulations under parts 229,
230, 232, 239, 240, and 249 of title 17, Code of Federal Regulations, to reflect the
exemptions set forth in subsections (a) and (b).

SEC. 412. ANALYSIS BY THE SEC.

The Commission shall conduct an analysis of the costs and benefits to issuers de-
scribed in section 411(b) of the requirements to use XBRL for financial statements
and other periodic reporting required to be filed with the Commission under the se-
curities laws. Such analysis shall include an assessment of—

(1) how such costs and benefits may differ from the costs and benefits identi-
fied by the Commission in the order relating to interactive data to improve fi-
nancial reporting (dated January 30, 2009; 74 Fed. Reg. 6776) because of the
size of such issuers;

(2) the effects on efficiency, competition, capital formation, and financing and
on analyst coverage of such issuers (including any such effects resulting from
use of XBRL by investors);

(3) the costs to such issuers of—

(A) submitting data to the Commission in XBRL;

(B) posting data on the website of the issuer in XBRL;

(C) software necessary to prepare, submit, or post data in XBRL; and
(D) any additional consulting services or filing agent services;

(4) the benefits to the Commission in terms of improved ability to monitor se-
curities markets, assess the potential outcomes of regulatory alternatives, and
enhance investor participation in corporate governance and promote capital for-
mation; and

(5) the effectiveness of standards in the United States for interactive filing
data relative to the standards of international counterparts.

SEC. 413. REPORT TO CONGRESS.

Not later than one year after the date of enactment of this Act, the Commission
shall provide the Committee on Financial Services of the House of Representatives
and the Committee on Banking, Housing, and Urban Affairs of the Senate a report
regarding—

(1) the progress in implementing XBRL reporting within the Commission;
(2) the use of XBRL data by Commission officials;

(3) the use of XBRL data by investors;

(4) the results of the analysis required by section 412; and
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(5) any additional information the Commission considers relevant for increas-
ing transparency, decreasing costs, and increasing efficiency of regulatory filings
with the Commission.

SEC. 414. DEFINITIONS.
» o«

As used in this subtitle, the terms “Commission”, “emerging growth company”,
“issuer”, and “securities laws” have the meanings given such terms in section 3 of
the Securities Exchange Act of 1934 (15 U.S.C. 78c).

Subtitle D—Securities and Exchange Commission
Overpayment Credit

SEC. 416. REFUNDING OR CREDITING OVERPAYMENT OF SECTION 31 FEES.

(a) IN GENERAL.—Section 31 of the Securities Exchange Act of 1934 (15 U.S.C.
78ee) is amended by adding at the end the following:

“(n) OVERPAYMENT.—If a national securities exchange or national securities asso-
ciation pays to the Commission an amount in excess of fees and assessments due
under this section and informs the Commission of such amount paid in excess with-
in 10 years of the date of the payment, the Commission shall offset future fees and
assessments due by such exchange or association in an amount equal to such excess
amount.”.

(b) APPLICABILITY.—The amendment made by this section shall apply to any fees
and assessments paid before, on, or after the date of enactment of this section.

Subtitle E—Fair Access to Investment Research

SEC. 421. SAFE HARBOR FOR INVESTMENT FUND RESEARCH.

(a) EXPANSION OF THE SAFE HARBOR.—Not later than the end of the 45-day period
beginning on the date of enactment of this Act, the Securities and Exchange Com-
mission shall propose, and not later than the end of the 120-day period beginning
on such date, the Commission shall adopt, upon such terms, conditions, or require-
ments as the Commission may determine necessary or appropriate in the public in-
terest, for the protection of investors, and for the promotion of capital formation, re-
visions to section 230.139 of title 17, Code of Federal Regulations, to provide that
a covered investment fund research report that is published or distributed by a
broker or dealer—

(1) shall be deemed, for purposes of sections 2(a)(10) and 5(c) of the Securities
Act of 1933 (15 U.S.C. 77b(a)(10), 77e(c)), not to constitute an offer for sale or
an offer to sell a security that is the subject of an offering pursuant to a reg-
istration statement that is effective, even if the broker or dealer is participating
or will participate in the registered offering of the covered investment fund’s se-
curities; and

(2) shall be deemed to satisfy the conditions of subsection (a)(1) or (a)(2) of
section 230.139 of title 17, Code of Federal Regulations, or any successor provi-
sions, for purposes of the Commission’s rules and regulations under the Federal
securities laws and the rules of any self-regulatory organization.

(b) IMPLEMENTATION OF SAFE HARBOR.—In implementing the safe harbor pursu-
ant to subsection (a), the Commission shall—

(1) not, in the case of a covered investment fund with a class of securities in
substantially continuous distribution, condition the safe harbor on whether the
broker’s or dealer’s publication or distribution of a covered investment fund re-
search report constitutes such broker’s or dealer’s initiation or reinitiation of re-
search coverage on such covered investment fund or its securities;

(2) not—

(A) require the covered investment fund to have been registered as an in-
vestment company under the Investment Company Act of 1940 (15 U.S.C.
80a-1 et seq.) or subject to the reporting requirements of section 13 or 15(d)
of the Securities Exchange Act of 1934 (15 U.S.C. 78m, 780(d)) for any pe-
riod exceeding the period of time referenced under paragraph (a)(1)i)(A)(1)
of section 230.139 of title 17, Code of Federal Regulations; or

(B) impose a minimum float provision exceeding that referenced in para-
graph (a)(1)(1)(A)(1)(i) of section 230.139 of title 17, Code of Federal Regula-
tions;

(3) provide that a self-regulatory organization may not maintain or enforce
any rule that would—
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(A) prohibit the ability of a member to publish or distribute a covered in-
vestment fund research report solely because the member is also partici-
pating in a registered offering or other distribution of any securities of such
covered investment fund; or

(B) prohibit the ability of a member to participate in a registered offering
or other distribution of securities of a covered investment fund solely be-
cause the member has published or distributed a covered investment fund
research report about such covered investment fund or its securities; and

(4) provide that a covered investment fund research report shall not be sub-
ject to section 24(b) of the Investment Company Act of 1940 (15 U.S.C. 80a—
24(b)) or the rules and regulations thereunder, except that such report may still
be subject to such section and the rules and regulations thereunder to the ex-
tent that it is otherwise not subject to the content standards in the rules of any
self-regulatory organization related to research reports, including those con-
tained in the rules governing communications with the public regarding invest-
ment companies or substantially similar standards.

(¢) RULES OF CONSTRUCTION.—Nothing in this Act shall be construed as in any
way limiting—

(1) the applicability of the antifraud or antimanipulation provisions of the
Federal securities laws and rules adopted thereunder to a covered investment
fund research report, including section 17 of the Securities Act of 1933 (15
U.S.C. 77q), section 34(b) of the Investment Company Act of 1940 (15 U.S.C.
80a—33), and sections 9 and 10 of the Securities Exchange Act of 1934 (15
U.S.C. 78i, 78j); or

(2) the authority of any self-regulatory organization to examine or supervise
a member’s practices in connection with such member’s publication or distribu-
tion of a covered investment fund research report for compliance with applicable
provisions of the Federal securities laws or self-regulatory organization rules re-
lated to research reports, including those contained in rules governing commu-
nications with the public.

(d) INTERIM EFFECTIVENESS OF SAFE HARBOR.—

(1) IN GENERAL.—From and after the 120-day period beginning on the date
of enactment of this Act, if the Commission has not adopted revisions to section
230.139 of title 17, Code of Federal Regulations, as required by subsection (a),
and until such time as the Commission has done so, a broker or dealer distrib-
uting or publishing a covered investment fund research report after such date
shall be able to rely on the provisions of section 230.139 of title 17, Code of Fed-
eral Regulations, and the broker or dealer’s publication of such report shall be
deemed to satisfy the conditions of subsection (a)(1) or (a)(2) of section 230.139
of title 17, Code of Federal Regulations, if the covered investment fund that is
the subject of such report satisfies the reporting history requirements (without
regard to Form S-3 or Form F-3 eligibility) and minimum float provisions of
such subsections for purposes of the Commission’s rules and regulations under
the Federal securities laws and the rules of any self-regulatory organization, as
if revised and implemented in accordance with subsections (a) and (b).

(2) STATUS OF COVERED INVESTMENT FUND.—After such period and until the
Commission has adopted revisions to section 230.139 and FINRA has revised
rule 2210, for purposes of subsection (¢)(7)(O) of such rule, a covered investment
fund shall be deemed to be a security that is listed on a national securities ex-
change and that is not subject to section 24(b) of the Investment Company Act
of 1940 (15 U.S.C. 80a—24(b)). Communications concerning only covered invest-
ment funds that fall within the scope of such section shall not be required to
be filed with FINRA.

(e) DEFINITIONS.—For purposes of this section:

(1) The term “covered investment fund research report” means a research re-
port published or distributed by a broker or dealer about a covered investment
fund or any securities issued by the covered investment fund, but not including
a research report to the extent that it is published or distributed by the covered
investment fund or any affiliate of the covered investment fund.

(2) The term “covered investment fund” means—

(A) an investment company registered under, or that has filed an election
to be treated as a business development company under, the Investment
Company Act of 1940 and that has filed a registration statement under the
Securities Act of 1933 for the public offering of a class of its securities,
which registration statement has been declared effective by the Commis-
sion; and

(B) a trust or other person—
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(i) issuing securities in an offering registered under the Securities
Act of 1933 and which class of securities is listed for trading on a na-
tional securities exchange;

(ii) the assets of which consist primarily of commodities, currencies,
or derivative instruments that reference commodities or currencies, or
interests in the foregoing; and

(ii1) that provides in its registration statement under the Securities
Act of 1933 that a class of its securities are purchased or redeemed,
subject to conditions or limitations, for a ratable share of its assets.

(3) The term “FINRA” means the Financial Industry Regulatory Authority.

(4) The term “research report” has the meaning given that term under section
2(a)(3) of the Securities Act of 1933 (15 U.S.C. 77b(a)(3)), except that such term
shall not include an oral communication.

(5) The term “self-regulatory organization” has the meaning given to that
term under section 3(a)(26) of the Securities Exchange Act of 1934 (15 U.S.C.
78c(a)(26)).

Subtitle F—Accelerating Access to Capital

SEC. 426. EXPANDED ELIGIBILITY FOR USE OF FORM S-3.

Not later than 45 days after the date of the enactment of this Act, the Securities
and Exchange Commission shall revise Form S-3—
(1) so as to permit securities to be registered pursuant to General Instruction
I.B.1. of such form provided that either—
(A) the aggregate market value of the voting and non-voting common eq-
uity held by non-affiliates of the registrant is $75,000,000 or more; or
(B) the registrant has at least one class of common equity securities listed
and registered on a national securities exchange; and
(2) so as to remove the requirement of paragraph (c) from General Instruction
1.B.6. of such form.

Subtitle G—Enhancing the RAISE Act

SEC. 431. CERTAIN ACCREDITED INVESTOR TRANSACTIONS.

Section 4 of the Securities Act of 1933 (15 U.S.C. 77d) is amended—
(1) by amending subsection (d) to read as follows:
“(d)(1) The transactions referred to in subsection (a)(7) are transactions where—
“(A) each purchaser is an accredited investor, as that term is defined in
section 230.501(a) of title 17, Code of Federal Regulations (or any successor
thereto); and
“(B) if any securities sold in reliance on subsection (a)(7) are offered by
means of any general solicitation or general advertising, all such sales are
made through a platform available only to accredited investors.
“(2) Securities sold in reliance on subsection (a)(7) shall be deemed to have been
acquired in a transaction not involving any public offering.
“(3) The exemption provided by this subsection shall not be available for a trans-
action where the seller is—
“(A) an issuer, its subsidiaries or parent;
“(B) an underwriter acting on behalf of the issuer, its subsidiaries or parent,
which receives compensation from the issuer with respect to such sale; or
“(C) a dealer.
“(4) A transaction meeting the requirements of this subsection shall be deemed
not to be a distribution for purposes of section 2(a)(11).”; and
(2) by striking subsection (e).

Subtitle H—Small Business Credit Availability

SEC. 436. BUSINESS DEVELOPMENT COMPANY OWNERSHIP OF SECURITIES OF INVESTMENT
ADVISERS AND CERTAIN FINANCIAL COMPANIES.
(a) IN GENERAL.—Section 60 of the Investment Company Act of 1940 (15 U.S.C.
80a—59) is amended—
(1) by striking “Notwithstanding” and inserting “(a) Notwithstanding”;
(2) by striking “except that the Commission shall not” and inserting the fol-
lowing: “except that—
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“(1) section 12 shall not apply to the purchasing, otherwise acquiring, or hold-
ing by a business development company of any security issued by, or any other
interest in the business of, any person who is an investment adviser registered
under title II of this Act, who is an investment adviser to an investment com-
pany, or who is an eligible portfolio company; and

“(2) the Commission shall not”;

(3) by adding at the end the following:

“(b) Nothing in this section shall prevent the Commission from issuing rules to
address potential conflicts of interest between business development companies and
investment advisers.”.

(b) DEFINITION OF ELIGIBLE PORTFOLIO COMPANY.—Section 2(a)(46)(B) of the In-
vestment Company Act of 1940 (15 U.S.C. 80a—2(a)(46)(B)) is amended by inserting
before the semicolon the following: “(unless it is described in paragraph (2), (3), (4),
(5), (6), or (9) of such section)”.

(¢c) INVESTMENT THRESHOLD.—Section 55(a) of the Investment Company Act of
1940 is amended by inserting before the colon the following: “, provided that no
more than 50 percent of its total assets are assets described in section 3(c)”.

SEC. 437. EXPANDING ACCESS TO CAPITAL FOR BUSINESS DEVELOPMENT COMPANIES.

(a) IN GENERAL.—Section 61(a) of the Investment Company Act of 1940 (15 U.S.C.
80a—60(a)) is amended—

(1) by redesignating paragraphs (2) through (4) as paragraphs (3) through (5),
respectively;

(2) by striking paragraph (1) and inserting the following:

“(1) Except as provided in paragraph (2), the asset coverage requirements of
subparagraphs (A) and (B) of section 18(a)(1) (and any related rule promulgated
under this Act) applicable to business development companies shall be 200 per-
cent.

“(2) The asset coverage requirements of subparagraphs (A) and (B) of section
18(a)(1) and of subparagraphs (A) and (B) of section 18(a)(2) (and any related
rule promulgated under this Act) applicable to a business development company
shall be 150 percent if—

“(A) within five business days of the approval of the adoption of the asset
coverage requirements described in clause (ii), the business development
company discloses such approval and the date of its effectiveness in a Form
8-K filed with the Commission and in a notice on its website and discloses
in its periodic filings made under section 13 of the Securities and Exchange
Act of 1934 (15 U.S.C. 78m)—

“(i) the aggregate value of the senior securities issued by such com-
pany and the asset coverage percentage as of the date of such com-
pany’s most recent financial statements; and

“(11) that such company has adopted the asset coverage requirements
of this subparagraph and the effective date of such requirements;

“(B) with respect to a business development company that issues equity
securities that are registered on a national securities exchange, the periodic
filings of the company under section 13(a) of the Securities Exchange Act
of 1934 (15 U.S.C. 78m) include disclosures reasonably designed to ensure
that shareholders are informed of—

“(i) the amount of indebtedness and asset coverage ratio of the com-
pany, determined as of the date of the financial statements of the com-
pany dated on or most recently before the date of such filing; and

“(11) the principal risk factors associated with such indebtedness, to
the extent such risk is incurred by the company; and

“(C)d) the application of this paragraph to the company is approved by
the required majority (as defined in section 57(0)) of the directors of or gen-
eral partners of such company who are not interested persons of the busi-
ness development company, which application shall become effective on the
date that is 1 year after the date of the approval, and, with respect to a
business development company that issues equity securities that are not
registered on a national securities exchange, the company extends, to each
person who is a shareholder as of the date of the approval, an offer to re-
purchase the equity securities held by such person as of such approval date,
with 25 percent of such securities to be repurchased in each of the four
quarters following such approval date; or

“(i1) the company obtains, at a special or annual meeting of shareholders
or partners at which a quorum is present, the approval of more than 50
percent of the votes cast of the application of this paragraph to the com-
pany, which application shall become effective on the date immediately
after the date of the approval.”;
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(3) in paragraph (3) (as redesignated), by inserting “or which is a stock” after
“indebtedness”;

(4) in subparagraph (A) of paragraph (4) (as redesignated)—

(A) in the matter preceding clause (i), by striking “voting”; and

(B) by amending clause (ii1) to read as follows:

“(iii) the exercise or conversion price at the date of issuance of such
warrants, options, or rights is not less than—

“(I) the market value of the securities issuable upon the exercise
of such warrants, options, or rights at the date of issuance of such
warrants, options, or rights; or

“(II) if no such market value exists, the net asset value of the
securities issuable upon the exercise of such warrants, options, or
rights at the date of issuance of such warrants, options, or rights;
and”; and

(5) by adding at the end the following:

“(6)(A) Except as provided in subparagraph (B), the following shall not apply
to a business development company:

“(i) Subparagraphs (C) and (D) of section 18(a)(2).

“(i1) Subparagraph (E) of section 18(a)(2), to the extent such subpara-
graph requires any priority over any other class of stock as to distribution
of assets upon liquidation.

“(ii1) With respect to a senior security which is a stock, subsections (c)
and (i) of section 18.

“(B) Subparagraph (A) shall not apply with respect to preferred stock issued
to a person who is not known by the company to be a qualified institutional
buyer (as defined in section 3(a) of the Securities Exchange Act of 1934).”.

(b) CONFORMING AMENDMENTS.—The Investment Company Act of 1940 (15 U.S.C.
80a-1 et seq.) is amended—

(1) in section 57—

(A) in subsection (j)(1), by striking “section 61(a)(3)(B)” and inserting “sec-
tion 61(a)(4)(B)”; and

(B) in subsection (n)(2), by striking “section 61(a)(3)(B)” and inserting
“section 61(a)(4)(B)”; and

(2) in section 63(3), by striking “section 61(a)(3)” and inserting “section
61(a)4)”.

SEC. 438. PARITY FOR BUSINESS DEVELOPMENT COMPANIES REGARDING OFFERING AND
PROXY RULES.

(a) REVISION TO RULES.—Not later than 1 year after the date of enactment of this
Act, the Securities and Exchange Commission shall revise any rules to the extent
necessary to allow a business development company that has filed an election pursu-
ant to section 54 of the Investment Company Act of 1940 (15 U.S.C. 80a-53) to use
the securities offering and proxy rules that are available to other issuers that are
required to file reports under section 13 or section 15(d) of the Securities Exchange
Act of 1934 (15 U.S.C. 78m; 780(d)). Any action that the Commission takes pursuant
to this subsection shall include the following:

(1) The Commission shall revise rule 405 under the Securities Act of 1933 (17
C.F.R. 230.405)—

(A) to remove the exclusion of a business development company from the
definition of a well-known seasoned issuer provided by that rule; and

(B) to add registration statements filed on Form N-2 to the definition of
automatic shelf registration statement provided by that rule.

(2) The Commission shall revise rules 168 and 169 under the Securities Act
of 1933 (17 C.F.R. 230.168 and 230.169) to remove the exclusion of a business
development company from an issuer that can use the exemptions provided by
those rules.

(3) The Commission shall revise rules 163 and 163A under the Securities Act
of 1933 (17 C.F.R. 230.163 and 230.163A) to remove a business development
company from the list of issuers that are ineligible to use the exemptions pro-
vided by those rules.

(4) The Commission shall revise rule 134 under the Securities Act of 1933 (17
C.F.R. 230.134) to remove the exclusion of a business development company
from that rule.

(5) The Commission shall revise rules 138 and 139 under the Securities Act
of 1933 (17 C.F.R. 230.138 and 230.139) to specifically include a business devel-
opment company as an issuer to which those rules apply.

(6) The Commission shall revise rule 164 under the Securities Act of 1933 (17
C.F.R. 230.164) to remove a business development company from the list of
issuers that are excluded from that rule.



59

(7) The Commission shall revise rule 433 under the Securities Act of 1933 (17
C.F.R. 230.433) to specifically include a business development company that is
a well-known seasoned issuer as an issuer to which that rule applies.

(8) The Commission shall revise rule 415 under the Securities Act of 1933 (17
C.F.R. 230.415)—

(A) to state that the registration for securities provided by that rule in-
cludes s((lecurities registered by a business development company on Form
N-2; an

(B) to provide an exception for a business development company from the
requirement that a Form N-2 registrant must furnish the undertakings re-
quired by item 34.4 of Form N-2.

(9) The Commission shall revise rule 497 under the Securities Act of 1933 (17
C.F.R. 230.497) to include a process for a business development company to file
a form of prospectus that is parallel to the process for filing a form of prospectus
under rule 424(b).

(10) The Commission shall revise rules 172 and 173 under the Securities Act
of 1933 (17 C.F.R. 230.172 and 230.173) to remove the exclusion of an offering
of a business development company from those rules.

(11) The Commission shall revise rule 418 under the Securities Act of 1933
(17 C.F.R. 230.418) to provide that a business development company that would
otherwise meet the eligibility requirements of General Instruction I.A of Form
S—3 shall be exempt from paragraph (a)(3) of that rule.

(12) The Commission shall revise rule 14a—101 under the Securities Exchange
Act of 1934 (17 C.F.R. 240.14a-101) to provide that a business development
company that would otherwise meet the requirements of General Instruction
I.A of Form S-3 shall be deemed to meet the requirements of Form S-3 for pur-
poses of Schedule 14A.

(13) The Commission shall revise rule 103 under Regulation FD (17 C.F.R.
243.103) to provide that paragraph (a) of that rule applies for purposes of Form
N-2.

(b) REVISION TO FORM N-2.—Not later than 1 year after the date of enactment
of this Act, the Commission shall revise Form N-2—

(1) to include an item or instruction that is similar to item 12 on Form S—
3 to provide that a business development company that would otherwise meet
the requirements of Form S-3 shall incorporate by reference its reports and doc-
uments filed under the Securities Exchange Act of 1934 into its registration
statement filed on Form N-2; and

(2) to include an item or instruction that is similar to the instruction regard-
ing automatic shelf offerings by well-known seasoned issuers on Form S-3 to
provide that a business development company that is a well-known seasoned
issuer may file automatic shelf offerings on Form N-2.

(¢) TREATMENT IF REVISIONS NOT COMPLETED IN TIMELY MANNER.—If the Com-
mission fails to complete the revisions required by subsections (a) and (b) by the
time required by such subsections, a business development company shall be enti-
tled to treat such revisions as having been completed in accordance with the actions
required to be taken by the Commission by such subsections until such time as such
revisions are completed by the Commission.

(d) RULE oF CONSTRUCTION.—Any reference in this section to a rule or form
means such rule or form or any successor rule or form.

Subtitle I—Fostering Innovation

SEC. 441. TEMPORARY EXEMPTION FOR LOW-REVENUE ISSUERS.

Section 404 of the Sarbanes-Oxley Act of 2002 (15 U.S.C. 7262) is amended by
adding at the end the following:
“(d) TEMPORARY EXEMPTION FOR LOW-REVENUE ISSUERS.—
“(1) LOW-REVENUE EXEMPTION.—Subsection (b) shall not apply with respect to
an audit report prepared for an issuer that—

“(A) ceased to be an emerging growth company on the last day of the fis-
cal year of the issuer following the fifth anniversary of the date of the first
sale of common equity securities of the issuer pursuant to an effective reg-
istration statement under the Securities Act of 1933;

“(B) had average annual gross revenues of less than $50,000,000 as of its
most recently completed fiscal year; and

“(C) is not a large accelerated filer.

“(2) EXPIRATION OF TEMPORARY EXEMPTION.—AnN issuer ceases to be eligible
for the exemption described under paragraph (1) at the earliest of—
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“(A) the last day of the fiscal year of the issuer following the tenth anni-
versary of the date of the first sale of common equity securities of the issuer
pursuant to an effective registration statement under the Securities Act of

1933;

“(B) the last day of the fiscal year of the issuer during which the average
annual gross revenues of the issuer exceed $50,000,000; or

“(C) the date on which the issuer becomes a large accelerated filer.

“(3) DEFINITIONS.—For purposes of this subsection:

“(A) AVERAGE ANNUAL GROSS REVENUES.—The term ‘average annual gross
revenues’ means the total gross revenues of an issuer over its most recently
completed three fiscal years divided by three.

“(B) EMERGING GROWTH COMPANY.—The term ‘emerging growth company’
has the meaning given such term under section 3 of the Securities Ex-
change Act of 1934 (15 U.S.C. 78¢).

“(C) LARGE ACCELERATED FILER.—The term ‘large accelerated filer’ has
the meaning given that term under section 240.12b-2 of title 17, Code of
Federal Regulations, or any successor thereto.”.

Subtitle J—Small Business Capital Formation
Enhancement

SEC. 446. ANNUAL REVIEW OF GOVERNMENT-BUSINESS FORUM ON CAPITAL FORMATION.

Section 503 of the Small Business Investment Incentive Act of 1980 (15 U.S.C.
80c-1) is amended by adding at the end the following:
“(e) The Commission shall—
“(1) review the findings and recommendations of the forum; and
“(2) each time the forum submits a finding or recommendation to the Com-
mission, promptly issue a public statement—
“(A) assessing the finding or recommendation of the forum; and
“(B) disclosing the action, if any, the Commission intends to take with re-
spect to the finding or recommendation.”.

Subtitle K—Helping Angels Lead Our Startups

SEC. 451. DEFINITION OF ANGEL INVESTOR GROUP.

As used in this subtitle, the term “angel investor group” means any group that—

(1) is composed of accredited investors interested in investing personal capital
in early-stage companies;

(2) holds regular meetings and has defined processes and procedures for mak-
ing investment decisions, either individually or among the membership of the
group as a whole; and

(3) is neither associated nor affiliated with brokers, dealers, or investment ad-
visers.

SEC. 452. CLARIFICATION OF GENERAL SOLICITATION.

(a) IN GENERAL.—Not later than 6 months after the date of enactment of this Act,
the Securities and Exchange Commission shall revise Regulation D of its rules (17
C.F.R. 230.500 et seq.) to require that in carrying out the prohibition against gen-
eral solicitation or general advertising contained in section 230.502(c) of title 17,
Code of Federal Regulations, the prohibition shall not apply to a presentation or
other communication made by or on behalf of an issuer which is made at an event—

(1) sponsored by—

(A) the United States or any territory thereof, by the District of Colum-
bia, by any State, by a political subdivision of any State or territory, or by
any agency or public instrumentality of any of the foregoing;

(B) a college, university, or other institution of higher education;

(C) a nonprofit organization;

(D) an angel investor group;

(E) a venture forum, venture capital association, or trade association; or

(F) any other group, person or entity as the Securities and Exchange
Commission may determine by rule;

(2) where any advertising for the event does not reference any specific offering
of securities by the issuer;
(3) the sponsor of which—

(A) does not make investment recommendations or provide investment

advice to event attendees;
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(B) does not engage in an active role in any investment negotiations be-
tween the issuer and investors attending the event;
(C) does not charge event attendees any fees other than administrative
fees; and
(D) does not receive any compensation with respect to such event that
would require registration of the sponsor as a broker or a dealer under the
Securities Exchange Act of 1934, or as an investment advisor under the In-
vestment Advisers Act of 1940; and
(4) where no specific information regarding an offering of securities by the
issuer is communicated or distributed by or on behalf of the issuer, other than—
(A) that the issuer is in the process of offering securities or planning to
offer securities;
(B) the type and amount of securities being offered;
(C) the amount of securities being offered that have already been sub-
scribed for; and
(D) the intended use of proceeds of the offering.

(b) RULE OF CONSTRUCTION.—Subsection (a) may only be construed as requiring
the Securities and Exchange Commission to amend the requirements of Regulation
D with respect to presentations and communications, and not with respect to pur-
chases or sales.

Subtitle L—Main Street Growth

SEC. 456. VENTURE EXCHANGES.

(a) SECURITIES EXCHANGE ACT OF 1934.—Section 6 of the Securities Exchange Act
of 1934 (15 U.S.C. 78f) is amended by adding at the end the following:
“(m) VENTURE EXCHANGE.—
“(1) REGISTRATION.—

“(A) IN GENERAL.—A national securities exchange may elect to be treated
(or for a listing tier of such exchange to be treated) as a venture exchange
by notifying the Commission of such election, either at the time the ex-
change applies to be registered as a national securities exchange or after
registering as a national securities exchange.

“(B) DETERMINATION TIME PERIOD.—With respect to a securities exchange
electing to be treated (or for a listing tier of such exchange to be treated)
as a venture exchange—

“(i) at the time the exchange applies to be registered as a national
securities exchange, such application and election shall be deemed to
have been approved by the Commission unless the Commission denies
such application before the end of the 6-month period beginning on the
date the Commission received such application; and

“(i1) after registering as a national securities exchange, such election
shall be deemed to have been approved by the Commission unless the
Commission denies such approval before the end of the 6-month period
beginning on the date the Commission received notification of such
election.

“(2) POWERS AND RESTRICTIONS.—A venture exchange—

“(A) may only constitute, maintain, or provide a market place or facilities
for bringing together purchasers and sellers of venture securities;

“(B) may determine the increment to be used for quoting and trading ven-
ture securities on the exchange;

“(C) shall disseminate last sale and quotation information on terms that
are fair and reasonable and not unreasonably discriminatory;

“(D) may choose to carry out periodic auctions for the sale of a venture
sec&ndty instead of providing continuous trading of the venture security;
an

“(E) may not extend unlisted trading privileges to any venture security.

“(3) EXEMPTIONS FROM CERTAIN NATIONAL SECURITY EXCHANGE REGULA-
TIONS.—A venture exchange shall not be required to—

“(A) comply with any of sections 242.600 through 242.612 of title 17, Code
of Federal Regulations;

“(B) comply with any of sections 242.300 through 242.303 of title 17, Code
of Federal Regulations;

“(C) submit any data to a securities information processor; or

“(D) use decimal pricing.

“(4) TREATMENT OF CERTAIN EXEMPTED SECURITIES.—A security that is exempt
from registration pursuant to section 3(b) of the Securities Act of 1933 shall be
exempt from section 12(a) of this title with respect to the trading of such secu-
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rity on a venture exchange, if the issuer of such security is in compliance with
all disclosure obligations of such section 3(b) and the regulations issued under
such section.

“(5) DEFINITIONS.—For purposes of this subsection:

“(A) EARLY-STAGE, GROWTH COMPANY.—
“{d) IN GENERAL.—The term ‘early-stage, growth company’ means an
issuer—

“(I) that has not made an initial public offering of any securities
of the issuer; and

“II) with a market capitalization of $1,000,000,000 (as such
amount is indexed for inflation every 5 years by the Commission
to reflect the change in the Consumer Price Index for All Urban
Consumers published by the Bureau of Labor Statistics, setting the
threshold to the nearest $1,000,000) or less.

“(ii) TREATMENT WHEN MARKET CAPITALIZATION EXCEEDS THRESH-
OLD.—

“(I) IN GENERAL.—In the case of an issuer that is an early-stage,
growth company the securities of which are traded on a venture ex-
change, such issuer shall not cease to be an early-stage, growth
company by reason of the market capitalization of such issuer ex-
ceeding the threshold specified in clause (i)(II) until the end of the
period of 24 consecutive months during which the market capital-
ization of such issuer exceeds $2,000,000,000 (as such amount is
indexed for inflation every 5 years by the Commission to reflect the
change in the Consumer Price Index for All Urban Consumers pub-
lished by the Bureau of Labor Statistics, setting the threshold to
the nearest $1,000,000).

“(II) EXEMPTIONS.—If an issuer would cease to be an early-stage,
growth company under subclause (I), the venture exchange may, at
the request of the issuer, exempt the issuer from the market cap-
italization requirements of this subparagraph for the 1-year period
that begins on the day after the end of the 24-month period de-
scribed in such subclause. The venture exchange may, at the re-
quest of the issuer, extend the exemption for 1 additional year.

“(B) VENTURE SECURITY.—The term ‘venture security’ means—

“i) securities of an early-stage, growth company that are exempt
from registration pursuant to section 3(b) of the Securities Act of 1933;
and

“(i1) securities of an emerging growth company.”.

(b) SECURITIES ACT OF 1933.—Section 18(b)(1) of the Securities Act of 1933 (15
U.S.C. 77r(b)(1)) is amended—

(1) in subparagraph (B), by striking “or” at the end;

(2) in subparagraph (C), by striking the period and inserting “; or”; and

(3) by adding at the end the following:

“(D) a venture security, as defined under section 6(m)(5) of the Securities
Exchange Act of 1934.”.

(c) SENSE OF CONGRESS.—It is the sense of the Congress that the Securities and
Exchange Commission should—

(1) when necessary or appropriate in the public interest and consistent with
the protection of investors, make use of the Commission’s general exemptive au-
thority under section 36 of the Securities Exchange Act of 1934 (15 U.S.C.
78mm) with respect to the provisions added by this section; and

(2) if the Commission determines appropriate, create an Office of Venture Ex-
changes within the Commission’s Division of Trading and Markets.

(d) RULE OF CONSTRUCTION.—Nothing in this section or the amendments made by
this section shall be construed to impair or limit the construction of the antifraud
provisions of the securities laws (as defined in section 3(a) of the Securities Ex-
change Act of 1934 (15 U.S.C. 78c(a))) or the authority of the Securities and Ex-
change Commission under those provisions.

(e) EFFECTIVE DATE FOR TIERS OF EXISTING NATIONAL SECURITIES EXCHANGES.—
In the case of a securities exchange that is registered as a national securities ex-
change under section 6 of the Securities Exchange Act of 1934 (15 U.S.C. 78f) on
the date of the enactment of this Act, any election for a listing tier of such exchange
to be treated as a venture exchange under subsection (m) of such section shall not
take effect before the date that is 180 days after such date of enactment.
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Subtitle M—Micro Offering Safe Harbor

SEC. 461. EXEMPTIONS FOR MICRO-OFFERINGS.

(a) IN GENERAL.—Section 4 of the Securities Act of 1933 (15 U.S.C. 77d) is amend-
ed—

(1) in subsection (a), by adding at the end the following:

“(8) transactions meeting the requirements of subsection (e).”; and

(2) as amended by section 434(2), by adding at the end the following:

“(e) CERTAIN MICRO-OFFERINGS.—The transactions referred to in subsection (a)(8)
are transactions involving the sale of securities by an issuer (including all entities
controlled by or under common control with the issuer) that meet all of the following
requirements:

“(1) PRE-EXISTING RELATIONSHIP.—Each purchaser has a substantive pre-ex-
isting relationship with an officer of the issuer, a director of the issuer, or a
shareholder holding 10 percent or more of the shares of the issuer.

“(2) 35 OR FEWER PURCHASERS.—There are no more than, or the issuer reason-
ably believes that there are no more than, 35 purchasers of securities from the
issuer that are sold in reliance on the exemption provided under subsection
(a)(8) during the 12-month period preceding such transaction.

“(3) SMALL OFFERING AMOUNT.—The aggregate amount of all securities sold
by the issuer, including any amount sold in reliance on the exemption provided
under subsection (a)(8), during the 12-month period preceding such transaction,
does not exceed $500,000.”.

(b) EXEMPTION UNDER STATE REGULATIONS.—Section 18(b)(4) of the Securities Act
of 1933 (15 U.S.C. 77r(b)(4)) is amended—

(1) in subparagraph (F), by striking “or” at the end;

(2) in subparagraph (G), by striking the period and inserting “; or”; and

(3) by adding at the end the following:

“(H) section 4(a)(8).”.

Subtitle N—Private Placement Improvement

SEC. 466. REVISIONS TO SEC REGULATION D.

Not later than 45 days following the date of the enactment of this Act, the Securi-
ties and Exchange Commission shall revise Regulation D (17 C.F.R. 501 et seq.) in
accordance with the following:

(1) The Commission shall revise Form D filing requirements to require an
issuer offering or selling securities in reliance on an exemption provided under
Rule 506 of Regulation D to file with the Commission a single notice of sales
containing the information required by Form D for each new offering of securi-
ties no earlier than 15 days after the date of the first sale of securities in the
offering. The Commission shall not require such an issuer to file any notice of
sales containing the information required by Form D except for the single notice
described in the previous sentence.

(2) The Commission shall make the information contained in each Form D fil-
ing available to the securities commission (or any agency or office performing
like functions) of each State and territory of the United States and the District
of Columbia.

(3) The Commission shall not condition the availability of any exemption for
an issuer under Rule 506 of Regulation D (17 C.F.R. 230.506) on the issuer’s
or any other person’s filing with the Commission of a Form D or any similar
report.

(4) The Commission shall not require issuers to submit written general solici-
tation materials to the Commission in connection with a Rule 506(c) offering,
except when the Commission requests such materials pursuant to the Commis-
sion’s authority under section 8A or section 20 of the Securities Act of 1933 (15
U.S.C. 77h—-1 or 77t) or section 9, 10(b), 21A, 21B, or 21C of the Securities Ex-
change Act of 1934 (15 U.S.C. 78i, 78j(b), 78u-1, 78u—2, or 78u-3).

(5) The Commission shall not extend the requirements contained in Rule 156
to private funds.

(6) The Commission shall revise Rule 501(a) of Regulation D to provide that
a person who is a “knowledgeable employee” of a private fund or the fund’s in-
vestment adviser, as defined in Rule 3c—5(a)(4) (17 C.F.R. 270.3c-5(a)(4)), shall
be an accredited investor for purposes of a Rule 506 offering of a private fund
with respect to which the person is a knowledgeable employee.
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Subtitle O—Supporting America’s Innovators

SEC. 471. INVESTOR LIMITATION FOR QUALIFYING VENTURE CAPITAL FUNDS.

Section 3(c)(1) of the Investment Company Act of 1940 (15 U.S.C. 80a-3(c)(1)) is
amended—
(1) by inserting after “one hundred persons” the following: “(or, with respect
to a qualifying venture capital fund, 500 persons)”; and
(2) by adding at the end the following:

“(C) The term ‘qualifying venture capital fund’ means any venture capital
fund (as defined pursuant to section 203(1)(1) of the Investment Advisers
Act of 1940 (15 U.S.C. 80b—3(1)(1)) with no more than $50,000,000 in aggre-
gate capital contributions and uncalled committed capital, as such dollar
amount is annually adjusted by the Commission to reflect the change in the
Consumer Price Index for All Urban Consumers published by the Bureau

of Labor Statistics of the Department of Labor.”.

Subtitle P—Fix Crowdfunding

SEC. 476. CROWDFUNDING EXEMPTION.

(a) SECURITIES ACT OF 1933.—Section 4(a) of the Securities Act of 1933 (15 U.S.C.
77d) is amended by striking paragraph (6) and inserting the following:
h“(6) transactions involving the offer or sale of securities by an issuer, provided
that—

“(A) in the case of a transaction involving an intermediary between the
issuer and the investor, such intermediary complies with the requirements
under section 4A(a); and

“(B) in the case of a transaction not involving an intermediary between
the issuer and the investor, the issuer complies with the requirements
under section 4A(b).”.

(b) REQUIREMENTS TO QUALIFY FOR CROWDFUNDING EXEMPTION.—Section 4A of
the Securities Act of 1933 (15 U.S.C. 77d-1) is amended to read as follows:

“SEC. 4A. REQUIREMENTS WITH RESPECT TO CERTAIN SMALL TRANSACTIONS.

“(a) REQUIREMENTS ON INTERMEDIARIES.—For purposes of section 4(a)(6), a person
acting as an intermediary in a transaction involving the offer or sale of securities
shall comply with the requirements of this subsection if the intermediary—

“(1) warns investors, including on the intermediary’s website used for the
offer and sale of such securities, of the speculative nature generally applicable
to investments in startups, emerging businesses, and small issuers, including
risks in the secondary market related to illiquidity;

“(2) warns investors that they are subject to the restriction on sales require-
ment described under subsection (e);

“(3) takes reasonable measures to reduce the risk of fraud with respect to
such transaction;

“(4) registers with the Commission and the Financial Industry Regulatory Au-
thority, including by providing the Commission with the intermediary’s physical
address, website address, and the names of the intermediary and employees of
the intermediary, and keep such information up-to-date;

“(5) provides the Commission with continuous investor-level access to the
intermediary’s website;

“(6) requires each potential investor to answer questions demonstrating—

“(A) an understanding of the level of risk generally applicable to invest-
ments in startups, emerging businesses, and small issuers;

“(B) an understanding of the risk of illiquidity; and

“(C) such other areas as the Commission may determine appropriate by
rule or regulation, including information relating to the owners’ and man-
agement’s experience, and any related party transactions and conflicts of
interest;

“(7) carries out a background check on the issuer’s principals;

“(8) provides the Commission and potential investors with notice of the offer-
ing not less than 10 days prior to such offering, not later than the first day se-
curities are offered to potential investors, including—

“(A) the issuer’s name, legal status, physical address, and website ad-
dress;

“(B) the names of the issuer’s principals;

“(C) the stated purpose and intended use of the proceeds of the offering
sought by the issuer; and
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“(D) the target offering amount and the deadline to reach the target offer-
ing amount;

“(9) outsources cash-management functions to a qualified third party custo-
dian, such as a broker or dealer registered under section 15(b)(1) of the Securi-
ties Exchange Act of 1934, a trust company, or an insured depository institu-
tion;

“(10) makes available on the intermediary’s website a method of communica-
tion that permits the issuer and investors to communicate with one another;

“(11) provides the Commission with a notice upon completion of the offering,
which shall include the aggregate offering amount and the number of pur-
chasers; and

“(b) REQUIREMENTS ON ISSUERS IF NO INTERMEDIARY.—For purposes of section
4(a)(6), an issuer who offers or sells securities without an intermediary shall comply
with the requirements of this subsection if the issuer—

“(1) warns investors, including on the issuer’s website, of the speculative na-
ture generally applicable to investments in startups, emerging businesses, and
small issuers, including risks in the secondary market related to illiquidity;

“(2) warns investors that they are subject to the restriction on sales require-
ment described under subsection (e);

“(3) takes reasonable measures to reduce the risk of fraud with respect to
such transaction;

“(4) provides the Commission with the issuer’s physical address, website ad-
dress, and the names of the principals and employees of the issuers, and keeps
such information up-to-date;

“(5) provides the Commission with continuous investor-level access to the
issuer’s website;

“(6) requires each potential investor to answer questions demonstrating—

“(A) an understanding of the level of risk generally applicable to invest-
ments in startups, emerging businesses, and small issuers;

“(B) an understanding of the risk of illiquidity; and

“(C) such other areas as the Commission may determine appropriate by
rule or regulation;

“(7) provides the Commission with notice of the offering not less than 10 days
prior to such offering, not later than the first day securities are offered to poten-
tial investors, including—

“(A) the stated purpose and intended use of the proceeds of the offering
sought by the issuer; and

“(B) the target offering amount and the deadline to reach the target offer-
ing amount;

“(8) outsources cash-management functions to a qualified third party custo-
dian, such as a broker or dealer registered under section 15(b)(1) of the Securi-
ties Exchange Act of 1934, a trust company, or an insured depository institu-
tion;

“(9) makes available on the issuer’s website a method of communication that
permits the issuer and investors to communicate with one another;

“(10) does not offer personalized investment advice;

“(11) provides the Commission with a notice upon completion of the offering,
which shall include the aggregate offering amount and the number of pur-
chasers; and

“(c) VERIFICATION OF INCOME.—For purposes of section 4(a)(6), an issuer or inter-
mediary may rely on certifications as to annual income provided by the person to
whom the securities are sold to verify the investor’s income.

“(d) INFORMATION AVAILABLE TO STATES.—The Commission shall make the notices
described under subsections (a)(9), (a)(13), (b)(8), and (b)(13) and the information de-
scribed under subsections (a)(4) and (b)(4) available to the States.

“(e) RESTRICTION ON SALES.—With respect to a transaction involving the issuance
of securities described under section 4(a)(6), a purchaser may not transfer such secu-
rities during the 1-year period beginning on the date of purchase, unless such secu-
rities are sold to—

“(1) the issuer of such securities; or

“(2) an accredited investor.

“(f) CONSTRUCTION.—

“(1) NO REGISTRATION AS BROKER.—With respect to a transaction described
under section 4(a)(6) involving an intermediary, such intermediary shall not be
required to register as a broker under section 15(a)(1) of the Securities Ex-
change Act of 1934 solely by reason of participation in such transaction.

“(2) NO PRECLUSION OF OTHER CAPITAL RAISING.—Nothing in this section or
section 4(a)(6) shall be construed as preventing an issuer from raising capital
through methods not described under section 4(a)(6).”.
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(c) RULEMAKING.—Not later than 180 days after the date of enactment of this Act,
the Securities and Exchange Commission shall issue or revise such rules as may be
necessary to carry out section 4A of the Securities Act of 1933, ans amended by this
Act. In issuing or revising such rules, the Commission shall consider the costs and
benefits of the action.

(d) DISQUALIFICATION.—Not later than 180 days after the date of enactment of
this Act, the Securities and Exchange Commission shall by rule or regulation estab-
lish disqualification provisions under which an issuer shall not be eligible to utilize
the exemption under section 4(a)(6) of the Securities Act of 1933 (as amended by
this Act) based on the disciplinary history of the issuer or its predecessors, affiliates,
officers, directors, or persons fulfilling similar roles. The Commission shall also es-
tablish disqualification provisions under which an intermediary shall not be eligible
to act as an intermediary in connection with an offering utilizing the exemption
under section 4(a)(6) of the Securities Act of 1933 based on the disciplinary history
of the intermediary or its predecessors, affiliates, officers, directors, or persons ful-
filling similar roles. Such provisions shall be substantially similar to the disquali-
fication provisions contained in the regulations adopted in accordance with section
923 of th)e Dodd-Frank Wall Street Reform and Consumer Protection Act (15 U.S.C.
77d note).

SEC. 477. EXCLUSION OF CROWDFUNDING INVESTORS FROM SHAREHOLDER CAP.

Section 12(g)(5) of the Securities Exchange Act of 1934 (15 U.S.C. 781(g)(5)) is
amended—
(1) by striking “(5) For the purposes” and inserting:
“(5) DEFINITIONS.—
“(A) IN GENERAL.—For the purposes”; and
(2) by adding at the end the following:

“(B) EXCLUSION FOR PERSONS HOLDING CERTAIN SECURITIES.—For pur-
poses of this subsection, securities held by persons who purchase such secu-
rities in transactions described under section 4(a)(6) of the Securities Act
of 1933 shall not be deemed to be ‘held of record’.”.

SEC. 478. PREEMPTION OF STATE LAW.

(a) IN GENERAL.—Section 18(b)(4)(C) of the Securities Act of 1933 (15 U.S.C.
77r(b)(4)(C)) is amended by striking “section 4(6)” and inserting “section 4(a)(6)”.
(b) CLARIFICATION OF THE PRESERVATION OF STATE ENFORCEMENT AUTHORITY.—

(1) IN GENERAL.—The amendments made by subsection (a) relate solely to
State registration, documentation, and offering requirements, as described
under section 18(a) of Securities Act of 1933 (15 U.S.C. 77r(a)), and shall have
no impact or limitation on other State authority to take enforcement action with
regard to an issuer, intermediary, or any other person or entity using the ex-
emption from registration provided by section 4(a)(6) of such Act, except that
a State may not impose any fees under such authority.

(2) CLARIFICATION OF STATE JURISDICTION OVER UNLAWFUL CONDUCT OF
INTERMEDIARIES, ISSUERS, AND CUSTODIANS.—Section 18(c)(1) of the Securities
Act of 1933 is amended by striking “in connection with securities or securities
transactions” and all that follows and inserting the following: “, in connection
with securities or securities transactions, with respect to—

“(A) fraud or deceit;

“(B) unlawful conduct by a broker or dealer; and

“(C) with respect to a transaction described under section 4(a)(6), unlaw-
ful conduct by an intermediary, issuer, or custodian.”.

SEC. 479. TREATMENT OF FUNDING PORTALS.

Section 5312(c) of title 31, United States Code, is amended by adding at the end
the following:

“(2) FUNDING PORTALS NOT INCLUDED IN DEFINITION.—The term ‘financial in-
stitution’ (as defined in subsection (a)) does not include a funding portal (as de-
fined under section 3(a) of the Securities Exchange Act of 1934 (15 U.S.C.
78¢c(a))).”.

Subtitle Q—Corporate Governance Reform and
Transparency

SEC. 481. DEFINITIONS.

(a) SECURITIES EXCHANGE ACT OF 1934.—Section 3(a) of the Securities Exchange
Act of 1934 (15 U.S.C. 78c(a)) is amended by adding at the end the following new
paragraphs:
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“(83) PROXY ADVISORY FIRM.—The term ‘proxy advisory firm’ means any per-
son who is primarily engaged in the business of providing proxy voting re-
search, analysis, or recommendations to clients, which conduct constitutes a so-
licitation within the meaning of section 14 and the Commission’s rules and reg-
ulations thereunder, except to the extent that the person is exempted by such
rules and regulations from requirements otherwise applicable to persons en-
gaged in a solicitation.

“(84) PERSON ASSOCIATED WITH A PROXY ADVISORY FIRM.—The term ‘person as-
sociated with’ a proxy advisory firm means any partner, officer, or director of
a proxy advisory firm (or any person occupying a similar status or performing
similar functions), any person directly or indirectly controlling, controlled by, or
under common control with a proxy advisory firm, or any employee of a proxy
advisory firm, except that persons associated with a proxy advisory firm whose
functions are clerical or ministerial shall not be included in the meaning of such
term. The Commission may by rules and regulations classify, for purposes or
any portion or portions of this Act, persons, including employees controlled by
a proxy advisory firm.”.

(b) APPLICABLE DEFINITIONS.—As used in this subtitle—

(&) the term “Commission” means the Securities and Exchange Commission;
an

(2) the term “proxy advisory firm” has the same meaning as in section
3(a)(83) of the Securities Exchange Act of 1934, as added by this subtitle.

SEC. 482. REGISTRATION OF PROXY ADVISORY FIRMS.

(a) AMENDMENT.—The Securities Exchange Act of 1934 is amended by inserting
after section 15G the following new section:

“SEC. 15H. REGISTRATION OF PROXY ADVISORY FIRMS.

“(a) ConDUCT PROHIBITED.—It shall be unlawful for a proxy advisory firm to make

use of the mails or any means or instrumentality of interstate commerce to provide
proxy voting research, analysis, or recommendations to any client, unless such proxy

advisory firm is registered under this section.
“(b) REGISTRATION PROCEDURES.—
“(1) APPLICATION FOR REGISTRATION.—

“(A) IN GENERAL.—A proxy advisory firm must file with the Commission
an application for registration, in such form as the Commission shall re-
quire, by rule or regulation, and containing the information described in
subparagraph (B).

“(B) REQUIRED INFORMATION.—An application for registration under this
section shall contain information regarding—

“(i) a certification that the applicant has adequate financial and man-
agerial resources to consistently provide proxy advice based on accurate
information;

“(i1) the procedures and methodologies that the applicant uses in de-
veloping proxy voting recommendations, including whether and how
the applicant considers the size of a company when making proxy vot-
ing recommendations;

“(iii) the organizational structure of the applicant;

“(iv) whether or not the applicant has in effect a code of ethics, and
if not, the reasons therefor;

“(v) any potential or actual conflict of interest relating to the owner-
ship structure of the applicant or the provision of proxy advisory serv-
ices by the applicant, including whether the proxy advisory firm en-
gages in services ancillary to the provision of proxy advisory services
such as consulting services for corporate issuers, and if so the revenues
derived therefrom;

“(vi) the policies and procedures in place to manage conflicts of inter-
est under subsection (f); and

“(vii) any other information and documents concerning the applicant
and any person associated with such applicant as the Commission, by
rule, may prescribe as necessary or appropriate in the public interest
or for the protection of investors.

“(2) REVIEW OF APPLICATION.—

“(A) INITIAL DETERMINATION.—Not later than 90 days after the date on
which the application for registration is filed with the Commission under
paragraph (1) (or within such longer period as to which the applicant con-
sents) the Commission shall—

“(1) by order, grant registration; or

“(i1) institute proceedings to determine whether registration should
be denied.
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“(B) CONDUCT OF PROCEEDINGS.—

“(i) CONTENT.—Proceedings referred to in subparagraph (A)(i)
shall—

“I) include notice of the grounds for denial under consideration
and an opportunity for hearing; and

“(II) be concluded not later than 120 days after the date on which
the application for registration is filed with the Commission under
paragraph (1).

“(i1) DETERMINATION.—At the conclusion of such proceedings, the
Commission, by order, shall grant or deny such application for registra-
tion.

“(iii) EXTENSION AUTHORIZED.—The Commission may extend the time
for conclusion of such proceedings for not longer than 90 days, if it
finds good cause for such extension and publishes its reasons for so
finding, or for such longer period as to which the applicant consents.

“(C) GROUNDS FOR DECISION.—The Commission shall grant registration
under this subsection—

“(i) if the Commission finds that the requirements of this section are
satisfied; and

“(i1) unless the Commission finds (in which case the Commission
shall deny such registration) that—

“(I) the applicant has failed to certify to the Commission’s satis-
faction that it has adequate financial and managerial resources to
consistently provide proxy advice based on accurate information
and to materially comply with the procedures and methodologies
disclosed under paragraph (1)(B) and with subsections (f) and (g);
or

“(ID) if the applicant were so registered, its registration would be
subject to suspension or revocation under subsection (e).

“(3) PUBLIC AVAILABILITY OF INFORMATION.—Subject to section 24, the Com-
mission shall make the information and documents submitted to the Commis-
sion by a proxy advisory firm in its completed application for registration, or
in any amendment submitted under paragraph (1) or (2) of subsection (c), pub-
licly available on the Commission’s website, or through another comparable,
readily accessible means.

“(c) UPDATE OF REGISTRATION.—

“(1) UppATE.—Each registered proxy advisory firm shall promptly amend and
update its application for registration under this section if any information or
document provided therein becomes materially inaccurate, except that a reg-
istered proxy advisory firm is not required to amend the information required
to be filed under subsection (b)(1)(B)(i) by filing information under this para-
graph, but shall amend such information in the annual submission of the orga-
nization under paragraph (2) of this subsection.

“(2) CERTIFICATION.—Not later than 90 calendar days after the end of each
calendar year, each registered proxy advisory firm shall file with the Commis-
sion an amendment to its registration, in such form as the Commission, by rule,
may prescribe as necessary or appropriate in the public interest or for the pro-
tection of investors—

“(A) certifying that the information and documents in the application for
registration of such registered proxy advisory firm continue to be accurate
in all material respects; and

“(B) listing any material change that occurred to such information or doc-
uments during the previous calendar year.

“(d) CENSURE, DENIAL, OR SUSPENSION OF REGISTRATION; NOTICE AND HEARING.—
The Commission, by order, shall censure, place limitations on the activities, func-
tions, or operations of, suspend for a period not exceeding 12 months, or revoke the
registration of any registered proxy advisory firm if the Commission finds, on the
record after notice and opportunity for hearing, that such censure, placing of limita-
tions, suspension, or revocation is necessary for the protection of investors and in
the public interest and that such registered proxy advisory firm, or any person asso-
ciated with such an organization, whether prior to or subsequent to becoming so as-
sociated—

“(1) has committed or omitted any act, or is subject to an order or finding,
enumerated in subparagraph (A), (D), (E), (H), or (G) of section 15(b)(4), has
been convicted of any offense specified in section 15(b)(4)(B), or is enjoined from
any action, conduct, or practice specified in subparagraph (C) of section 15(b)(4),
during the 10-year period preceding the date of commencement of the pro-
ceedings under this subsection, or at any time thereafter;
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“(2) has been convicted during the 10-year period preceding the date on which
an application for registration is filed with the Commission under this section,
or at any time thereafter, of—

“(A) any crime that is punishable by imprisonment for one or more years,
and that 1s not described in section 15(b)(4)(B); or

“(B) a substantially equivalent crime by a foreign court of competent ju-
risdiction;

“(3) is subject to any order of the Commission barring or suspending the right
of the person to be associated with a registered proxy advisory fi

“54() )fél)ls to furnish the certifications required under subsectlons (b)(2)(C)G)T)
and (c

“(5) has engaged in one or more prohibited acts enumerated in paragraph (1);
or

“(6) fails to maintain adequate financial and managerial resources to consist-
ently offer advisory services with integrity, including by failing to comply with
subsections (f) or (g).

“(e) TERMINATION OF REGISTRATION.—

“(1) VOLUNTARY WITHDRAWAL.—A registered proxy advisory firm may, upon
such terms and conditions as the Commission may establish as necessary in the
public interest or for the protection of investors, which terms and conditions
shall include at a minimum that the registered proxy advisory firm will no
longer conduct such activities as to bring it within the definition of proxy advi-
sory firm in section 3(a)(83) of the Securities Exchange Act of 1934, withdraw
from registration by filing a written notice of withdrawal to the Commission.

“(2) COMMISSION AUTHORITY.—In addition to any other authority of the Com-
mission under this title, if the Commission finds that a registered proxy advi-
sory firm is no longer in existence or has ceased to do business as a proxy advi-
sory firm, the Commission, by order, shall cancel the registration under this
section of such registered proxy advisory firm.

“(f) MANAGEMENT OF CONFLICTS OF INTEREST.—

“(1) ORGANIZATION POLICIES AND PROCEDURES.—Each registered proxy advi-
sory firm shall establish, maintain, and enforce written policies and procedures
reasonably designed, taking into consideration the nature of the business of
such registered proxy advisory firm and associated persons, to address and
manage any conflicts of interest that can arise from such business.

“(2) COMMISSION AUTHORITY.—The Commission shall issue final rules to pro-
hibit, or require the management and disclosure of, any conflicts of interest re-
lating to the offering of proxy advisory services by a registered proxy advisory
firm, including, without limitation, conflicts of interest relating to—

“(A) the manner in which a registered proxy advisory firm is compensated
by the client, or any affiliate of the client, for providing proxy advisory serv-
ices;

“(B) the provision of consulting, advisory, or other services by a registered
proxy advisory firm, or any person associated with such registered proxy
advisory firm, to the client;

“(C) business relationships, ownership interests, or any other financial or
personal interests between a registered proxy advisory firm, or any person
associated with such registered proxy advisory firm, and any client, or any
affiliate of such client;

“(D) transparency around the formulation of proxy voting policies;

“(E) the execution of proxy votes if such votes are based upon rec-
ommendations made by the proxy advisory firm in which someone other
than the issuer is a proponent;

“(F) issuing recommendations where proxy advisory firms provide advi-
sory services to a company; and

“(G) any other potential conflict of interest, as the Commission deems
necessary or appropriate in the public interest or for the protection of inves-
tors.

“(g) RELIABILITY OF PROXY ADVISORY FIRM SERVICES.—

“(1) IN GENERAL.—Each registered proxy advisory firm shall have staff suffi-
cient to produce proxy voting recommendations that are based on accurate and
current information. Each registered proxy advisory firm shall detail procedures
sufficient to permit companies receiving proxy advisory firm recommendations
access in a reasonable time to the draft recommendations, with an opportunity
to provide meaningful comment thereon, including the opportunity to present
details to the person responsible for developing the recommendation in person
or telephonically. Each registered proxy advisory firm shall employ an ombuds-
man to receive complaints about the accuracy of voting information used in
making recommendations from the subjects of the proxy advisory firm’s voting



70

recommendations, and shall resolve those complaints in a timely fashion and in
any event prior to voting on the matter to which the recommendation relates.

“(2) DRAFT RECOMMENDATIONS DEFINED.—For purposes of this subsection, the
term ‘draft recommendations—

“(A) means the overall conclusions of proxy voting recommendations pre-
pared for the clients of a proxy advisory firm, including any public data
cited therein, any company information or substantive analysis impacting
the recommendation, and the specific voting recommendations on individual
proxy ballot issues; and

“(B) does not include the entirety of the proxy advisory firm’s final report
to its clients.

“(h) DESIGNATION OF COMPLIANCE OFFICER.—Each registered proxy advisory firm
shall designate an individual responsible for administering the policies and proce-
dures that are required to be established pursuant to subsections (f) and (g), and
for ensuring compliance with the securities laws and the rules and regulations
thereunder, including those promulgated by the Commission pursuant to this sec-
tion.

“(i) PROHIBITED CONDUCT.—

“(1) PROHIBITED ACTS AND PRACTICES.—The Commission shall issue final rules
to prohibit any act or practice relating to the offering of proxy advisory services
by a registered proxy advisory firm that the Commission determines to be un-
fair or coercive, including any act or practice relating to—

“(A) conditioning a voting recommendation or other proxy advisory firm
recommendation on the purchase by an issuer or an affiliate thereof of
other services or products, of the registered proxy advisory firm or any per-
son associated with such registered proxy advisory firm; and

“(B) modifying a voting recommendation or otherwise departing from its
adopted systematic procedures and methodologies in the provision of proxy
advisory services, based on whether an issuer, or affiliate thereof, sub-
scribes or will subscribe to other services or product of the registered proxy
advisory firm or any person associated with such organization.

“(2) RULE OF CONSTRUCTION.—Nothing in paragraph (1), or in any rules or
regulations adopted thereunder, may be construed to modify, impair, or super-
sede the operation of any of the antitrust laws (as defined in the first section
of the Clayton Act, except that such term includes section 5 of the Federal
Trade Commission Act, to the extent that such section 5 applies to unfair meth-
ods of competition).

“(j) STATEMENTS OF FINANCIAL CONDITION.—Each registered proxy advisory firm
shall, on a confidential basis, file with the Commission, at intervals determined by
the Commission, such financial statements, certified (if required by the rules or reg-
ulations of the Commission) by an independent public auditor, and information con-
cerning its financial condition, as the Commission, by rule, may prescribe as nec-
essary or appropriate in the public interest or for the protection of investors.

“(k) ANNUAL REPORT.—Each registered proxy advisory firm shall, at the beginning
of each fiscal year of such firm, report to the Commission on the number of share-
holder proposals its staff reviewed in the prior fiscal year, the number of rec-
ommendations made in the prior fiscal year, the number of staff who reviewed and
made recommendations on such proposals in the prior fiscal year, and the number
of recommendations made in the prior fiscal year where the proponent of such rec-
ommendation was a client of or received services from the proxy advisory firm.

“(1) TRANSPARENT PoOLICIES.—Each registered proxy advisory firm shall file with
the Commission and make publicly available its methodology for the formulation of
proxy voting policies and voting recommendations.

“(m) RULES OF CONSTRUCTION.—

“(1) NO WAIVER OF RIGHTS, PRIVILEGES, OR DEFENSES.—Registration under
and compliance with this section does not constitute a waiver of, or otherwise
diminish, any right, privilege, or defense that a registered proxy advisory firm
may otherwise have under any provision of State or Federal law, including any
rule, regulation, or order thereunder.

“(2) NO PRIVATE RIGHT OF ACTION.—Nothing in this section may be construed
as creating any private right of action, and no report filed by a registered proxy
advisory firm in accordance with this section or section 17 shall create a private
right of action under section 18 or any other provision of law.

“(n) REGULATIONS.—

“(1) NEW PROVISIONS.—Such rules and regulations as are required by this sec-
tion or are otherwise necessary to carry out this section, including the applica-
tion form required under subsection (a)—

“(A) shall be issued by the Commission, not later than 180 days after the
date of enactment of this section; and
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“(B) shall become effective not later than 1 year after the date of enact-
ment of this section.

“(2) REVIEW OF EXISTING REGULATIONS.—Not later than 270 days after the
date of enactment of this section, the Commission shall—

“(A) review its existing rules and regulations which affect the operations
of proxy advisory firms;

“(B) amend or revise such rules and regulations in accordance with the
purposes of this section, and issue such guidance, as the Commission may
prescribe as necessary or appropriate in the public interest or for the pro-
tection of investors; and

“(C) direct Commission staff to withdraw the Egan Jones Proxy Services
(May 27, 2004) and Institutional Shareholder Services, Inc. (September 15,
2004) no-action letters.

“(0) APPLICABILITY.—This section, other than subsection (n), which shall apply on
the date of enactment of this section, shall apply on the earlier of—
“((1)) the date on which regulations are issued in final form under subsection
(n)(1); or
“(2) 270 days after the date of enactment of this section.”.
(b) CONFORMING AMENDMENT.—Section 17(a)(1) of the Securities Exchange Act of
1934 (15 U.S.C. 78q(a)(1)) is amended by inserting “proxy advisory firm,” after “na-
tionally recognized statistical rating organization,”.

SEC. 483. COMMISSION ANNUAL REPORT.

The Commission shall make an annual report publicly available on the Commis-
sion’s Internet website. Such report shall, with respect to the year to which the re-
port relates—

(1) identify applicants for registration under section 15H of the Securities Ex-
change Act of 1934, as added by this subtitle;

(2) specify the number of and actions taken on such applications;

(3) specity the views of the Commission on the state of competition, trans-
parency, policies and methodologies, and conflicts of interest among proxy advi-
sory firms;

(4) include the determination of the Commission with regard to—

(A) the quality of proxy advisory services issued by proxy advisory firms;

(B) the financial markets;

(C) competition among proxy advisory firms;

(D) the incidence of undisclosed conflicts of interest by proxy advisory
firms;

(E) the process for registering as a proxy advisory firm; and

(F) such other matters relevant to the implementation of this subtitle and
the amendments made by this subtitle, as the Commission determines nec-
essary to bring to the attention of the Congress;

(5) identify problems, if any, that have resulted from the implementation of
this subtitle and the amendments made by this subtitle; and

(6) recommend solutions, including any legislative or regulatory solutions, to
any problems identified under paragraphs (4) and (5).

Subtitle R—Senior Safe

SEC. 491. IMMUNITY.

(a) DEFINITIONS.—In this subtitle—

(1) the term “Bank Secrecy Act Officer” means an individual responsible for
ensuring compliance with the requirements mandated by subchapter II of chap-
ter 53 of title 31, United States Code;

(2) the term “broker-dealer” means a broker or dealer, as those terms are de-
fined, respectively, in section 3(a) of the Securities Exchange Act of 1934 (15
U.S.C. 78c(a));

(3) the term “covered agency” means—

(A) a State financial regulatory agency, including a State securities or
law enforcement authority and a State insurance regulator;

(B) each of the Federal financial institutions regulatory agencies;

(C) the Securities and Exchange Commission;

(D) a law enforcement agency;

(E) and State or local agency responsible for administering adult protec-
tive service laws; and

(F) a State attorney general.

(4) the term “covered financial institution” means—
(A) a credit union;
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(B) a depository institution;

(C) an investment advisor;

(D) a broker-dealer;

(E) an insurance company;

(F) a State attorney general; and

(G) a transfer agent.

(5) the term “credit union” means a Federal credit union, State credit union,
or State-chartered credit union, as those terms are defined in section 101 of the
Federal Credit Union Act (12 U.S.C. 1752);

(6) the term “depository institution” has the meaning given the term in sec-
tion 3(c) of the Federal Deposit Insurance Act (12 U.S.C. 1813(c));

(7) the term “exploitation” means the fraudulent or otherwise illegal, unau-
thorized, or improper act or process of an individual, including a caregiver or
fiduciary, that—

(A) uses the resources of a senior citizen for monetary personal benefit,
profit, or gain; or

(B) results in depriving a senior citizen of rightful access to or use of ben-
efits, resources, belongings or assets;

(8) the term “Federal financial institutions regulatory agencies” has the
meaning given the term in section 1003 of the Federal Financial Institutions
Examination Council Act of 1978 (12 U.S.C. 3302);

(9) the term “investment adviser” has the meaning given the term in section
202 of the Investment Advisers Act of 1940 (15 U.S.C. 80b-2);

(10) the term “insurance company” has the meaning given the term in section
2(a) of the Investment Company Act of 1940 (15 U.S.C. 80a—2(a));

(11) the term “registered representative” means an individual who represents
a broker-dealer in effecting or attempting to affect a purchase or sale of securi-
ties;

(12) the term “senior citizen” means an individual who is not less than 65
years of age;

(13) the term “State insurance regulator” has the meaning given such term
in section 315 of the Gramm-Leach-Bliley Act (15 U.S.C. 6735);

(14) the term “State securities or law enforcement authority” has the meaning
given the term in section 24(f)(4) of the Securities Exchange Act of 1934 (15
U.S.C. 78x(f)(4)); and

(15) the term “transfer agent” has the meaning given the term in section 3(a)
of the Securities Exchange Act of 1934 (15 U.S.C. 78c(a)).

(b) IMMUNITY FROM SUIT.—

(1) IMMUNITY FOR INDIVIDUALS.—An individual who has received the training
described in section 1092 shall not be liable, including in any civil or adminis-
trative proceeding, for disclosing the possible exploitation of a senior citizen to
a covered agency if the individual, at the time of the disclosure—

(A) served as a supervisor, compliance officer (including a Bank Secrecy
AcE1 Officer), or registered representative for a covered financial institution;
an

(B) made the disclosure with reasonable care including reasonable efforts
to avoid disclosure other than to a covered agency.

(2) IMMUNITY FOR COVERED FINANCIAL INSTITUTIONS.—A covered financial in-
stitution shall not be liable, including in any civil or administrative proceeding,
for a disclosure made by an individual described in paragraph (1) if—

(A) the individual was employed by, or, in the case of a registered rep-
resentative, affiliated or associated with, the covered financial institution at
the time of the disclosure; and

(B) before the time of the disclosure, the covered financial institution pro-
vided the training described in section 492 to each individual described in
section 492(a).

SEC. 492. TRAINING REQUIRED.

(a) IN GENERAL.—A covered financial institution may provide training described
in subsection (b)(1) to each officer or employee of, or registered representative affili-
ated or associated with, the covered financial institution who—

(1) is described in section 491(b)(1)(A);

(2) may come into contact with a senior citizen as a regular part of the duties
of the officer, employee, or registered representative; or

(3) may review or approve the financial documents, records, or transactions
of a senior citizen in connection with providing financial services to a senior cit-
izen.

(b) TRAINING.—

(1) IN GENERAL.—The training described in this paragraph shall—
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(A) instruct any individual attending the training on how to identify and
report the suspected exploitation of a senior citizen;

(B) discuss the need to protect the privacy and respect the integrity of
each individual customer of a covered financial institution; and

(C) be appropriate to the job responsibilities of the individual attending
the training.

(2) TIMING.—The training required under subsection (a) shall be provided as
soon as reasonably practicable but not later than 1 year after the date on which
an officer, employee, or registered representative begins employment with or be-
comes affiliated or associated with the covered financial institution.

(3) BANK SECRECY ACT OFFICER.—An individual who is designated as a com-
pliance officer under an anti-money laundering program established pursuant
to section 5318(h) of title 31, United States Code, shall be deemed to have re-
ceived the training described under this subsection.

SEC. 493. RELATIONSHIP TO STATE LAW.

Nothing in this Act shall be construed to preempt or limit any provision of State
law, except only to the extent that section 1091 provides a greater level of protection
against liability to an individual described in section 491(b)(1) or to a covered finan-
cial institution described in section 491(b)(2) than is provided under State law.

Subtitle S—National Securities Exchange
Regulatory Parity

SEC. 496. APPLICATION OF EXEMPTION.

Section 18(b)(1) of the Securities Act of 1933 (15 U.S.C. 77r(b)(1)), as amended by
section 456(b), is further amended—

(1) by striking subparagraph (A);

(2) in subparagraph (B), by striking “that the Commission determines by rule
(on its own initiative or on the basis of a petition) are substantially similar to
the listing standards applicable to securities described in subparagraph (A)” and
inserting “that have been approved by the Commission”;

(8) in subparagraph (C), by striking “or (B)”; and

(4) by redesignating subparagraphs (B), (C), and (D) as subparagraphs (A),
(B), and (C), respectively.

Subtitle T—Private Company Flexibility and
Growth

SEC. 497. SHAREHOLDER THRESHOLD FOR REGISTRATION.

The Securities Exchange Act of 1934 (15 U.S.C. 78a et seq.) is amended—
(1) in section 12(g)—
(A) in paragraph (1)—

(i) by striking “shall—” and all that follows through “register such se-
curity” and inserting “shall, not later than 120 days after the last day
of its first fiscal year ended after the effective date of this subsection
on which the issuer has total assets exceeding $10,000,000 (or such
greater amount of assets as the Commission may establish by rule) and
a class of equity security (other than an exempted security) held of
record by 2,000 or more persons (or such greater number of persons as
the Commission may establish by rule), register such security”; and

(i1) by adding at the end the following: “The dollar figure in this para-
graph shall be indexed for inflation every 5 years by the Commission
to reflect the change in the Consumer Price Index for All Urban Con-
sumers published by the Bureau of Labor Statistics, rounded to the
nearest $100,000.”; and

(B) in paragraph (4), by striking “300 persons” and all that follows
through “1,200 persons persons” and inserting “1,200 persons”; and
(2) in section 15(d)(1), by striking “300 persons” and all that follows through
“1,200 persons persons” and inserting “1,200 persons”.
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Subtitle U—Small Company Capital Formation
Enhancements

SEC. 498. JOBS ACT-RELATED EXEMPTION.

Section 3(b) of the Securities Act of 1933 (15 U.S.C. 77c(b)) is amended—

(1) in paragraph (2)(A), by striking “$50,000,000” and inserting “$75,000,000,
adjusted for inflation by the Commission every 2 years to the nearest $10,000
to reflect the change in the Consumer Price Index for All Urban Consumers
published by the Bureau of Labor Statistics”; and

(2) in paragraph (5)—

(A) by striking “such amount as” and inserting: “such amount, in addition
to the adjustment for inflation provided for under such paragraph (2)(A),
as”; and

(B) by striking “such amount, it” and inserting “such amount, in addition
to the adjustment for inflation provided for under such paragraph (2)(A),
it”.

Subtitle V—Encouraging Public Offerings

SEC. 499. EXPANDING TESTING THE WATERS AND CONFIDENTIAL SUBMISSIONS.

The Securities Act of 1933 (15 U.S.C. 77a et seq.) is amended—

(1) in section 5(d), by striking “an emerging growth company or any person
authorized to act on behalf of an emerging growth company” and inserting “an
issuer or any person authorized to act on behalf of an issuer”; and

(2) in section 6(e)—

(A) in the heading, by striking “EMERGING GROWTH COMPANIES” and in-
serting “DRAFT REGISTRATION STATEMENTS”; and
(B) by amending paragraph (1) to read as follows:

“(1) IN GENERAL.—Any issuer, prior to its initial public offering date, may con-
fidentially submit to the Commission a draft registration statement, for con-
fidential nonpublic review by the staff of the Commission prior to public filing,
provided that the initial confidential submission and all amendments thereto
shall be publicly filed with the Commission not later than 15 days before the
date on which the issuer conducts a road show, as such term is defined in sec-
tion 230.433(h)(4) of title 17, Code of Federal Regulations, or any successor
thereto.”.

TITLE V—REGULATORY RELIEF FOR MAIN
STREET AND COMMUNITY FINANCIAL INSTI-
TUTIONS

Subtitle A—Preserving Access to Manufactured
Housing

SEC. 501. MORTGAGE ORIGINATOR DEFINITION.

Section 103 of the Truth in Lending Act (15 U.S.C. 1602) is amended—

(1) by redesignating the second subsection (cc) and subsection (dd) as sub-
sections (dd) and (ee), respectively; and

(2) in paragraph (2)(C) of subsection (dd), as so redesignated, by striking “an
employee of a retailer of manufactured homes who is not described in clause
(i) or (iii) of subparagraph (A) and who does not advise a consumer on loan
terms (including rates, fees, and other costs)” and inserting “a retailer of manu-
factured or modular homes or its employees unless such retailer or its employ-
ees receive compensation or gain for engaging in activities described in subpara-
graph (A) that is in excess of any compensation or gain received in a comparable
cash transaction”.

SEC. 502. HIGH-COST MORTGAGE DEFINITION.

Section 103 of the Truth in Lending Act (15 U.S.C. 1602), as amended by section
501, is further amended—
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(1) by redesignating subsection (aa) (relating to disclosure of greater amount
or percentage), as so designated by section 1100A of the Consumer Financial
Protection Act of 2010, as subsection (bb);

(2) by redesignating subsection (bb) (relating to high cost mortgages), as so
designated by section 1100A of the Consumer Financial Protection Act of 2010,
?s) sub(siection (aa), and moving such subsection to immediately follow subsection
z); an

(3) in subsection (aa)(1)(A), as so redesignated—

(A) in clause (i)(I), by striking “(8.5 percentage points, if the dwelling is
personal property and the transaction is for less than $50,000)” and insert-
ing “(10 percentage points if the dwelling is personal property or is a trans-
action that does not include the purchase of real property on which a dwell-
ing is to be placed, and the transaction is for less than $75,000 (as such
amount is adjusted by the Consumer Law Enforcement Agency to reflect
the change in the Consumer Price Index))”; and

(B) in clause (ii)—

(i) in subclause (I), by striking “or” at the end; and
(ii) by adding at the end the following:

“(IID) in the case of a transaction for less than $75,000 (as such
amount is adjusted by the Consumer Law Enforcement Agency to
reflect the change in the Consumer Price Index) in which the
dwelling is personal property (or is a consumer credit transaction
that does not include the purchase of real property on which a
dwelling is to be placed) the greater of 5 percent of the total trans-
action amount or $3,000 (as such amount is adjusted by the Con-
sumer Law Enforcement Agency to reflect the change in the Con-
sumer Price Index); or”.

Subtitle B—Mortgage Choice

SEC. 506. DEFINITION OF POINTS AND FEES.

(a) AMENDMENT TO SECTION 103 oF TILA.—Paragraph (4) of section 103(aa) of the
Truth in Lending Act, as redesignated by section 502, is amended—
(1) by striking “paragraph (1)(B)” and inserting “paragraph (1)(A) and section
129C”;

(2) in subparagraph (C)—

(A) by inserting “and insurance” after “taxes”;

(B) in clause (ii), by inserting “, except as retained by a creditor or its
affiliate as a result of their participation in an affiliated business arrange-
ment (as defined in section 3(7) of the Real Estate Settlement Procedures
Act of 1974 (12 U.S.C. 2602(7))” after “compensation”; and

(C) by striking clause (iii) and inserting the following:

“(iii) the charge is—

“(I) a bona fide third-party charge not retained by the mortgage origi-
nator, creditor, or an affiliate of the creditor or mortgage originator; or
“(II) a charge set forth in section 106(e)(1);”; and
(3) in subparagraph (D)—
(A) by striking “accident,”; and
(B) by striking “or any payments” and inserting “and any payments”.
(b) AMENDMENT TO SECTION 129C oF TILA.—Section 129C of the Truth in Lend-
ing Act (15 U.S.C. 1639c) is amended—
(1) in subsection (a)(5)(C), by striking “103” and all that follows through “or
mortgage originator” and inserting “103(aa)(4)”; and
(2) in subsection (b)(2)(C)(i), by striking “103” and all that follows through “or
mortgage originator)” and inserting “103(aa)(4)”.

Subtitle C—Financial Institution Customer
Protection

SEC. 511. REQUIREMENTS FOR DEPOSIT ACCOUNT TERMINATION REQUESTS AND ORDERS.

(a) TERMINATION REQUESTS OR ORDERS MUST BE MATERIAL.—

(1) IN GENERAL.—An appropriate Federal banking agency may not formally
or informally request or order a depository institution to terminate a specific
customer account or group of customer accounts or to otherwise restrict or dis-
courage a depository institution from entering into or maintaining a banking re-
lationship with a specific customer or group of customers unless—
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(A) the agency has a material reason for such request or order; and
(B) such reason is not based solely on reputation risk.

(2) TREATMENT OF NATIONAL SECURITY THREATS.—If an appropriate Federal
banking agency believes a specific customer or group of customers is, or is act-
ing as a conduit for, an entity which—

(A) poses a threat to national security;

(B) is involved in terrorist financing;

(C) is an agency of the government of Iran, North Korea, Syria, or any
country listed from time to time on the State Sponsors of Terrorism list;

(D) 1s located in, or is subject to the jurisdiction of, any country specified
in subparagraph (C); or

(E) does business with any entity described in subparagraph (C) or (D),
unless the appropriate Federal banking agency determines that the cus-
tomer or group of customers has used due diligence to avoid doing business
with any entity described in subparagraph (C) or (D),

such belief shall satisfy the requirement under paragraph (1).
(b) NOTICE REQUIREMENT.—

(1) IN GENERAL.—If an appropriate Federal banking agency formally or infor-
mally requests or orders a depository institution to terminate a specific cus-
tomer account or a group of customer accounts, the agency shall—

(A) provide such request or order to the institution in writing; and

(B) accompany such request or order with a written justification for why
such termination is needed, including any specific laws or regulations the
afgency believes are being violated by the customer or group of customers,
if any.

(2) JUSTIFICATION REQUIREMENT.—A justification described under paragraph
(1)(B) may not be based solely on the reputation risk to the depository institu-
tion.

(¢c) CUSTOMER NOTICE.—

(1) NOTICE REQUIRED.—Except as provided under paragraph (2), if an appro-
priate Federal banking agency orders a depository institution to terminate a
specific customer account or a group of customer accounts, the depository insti-
tution shall inform the customer or customers of the justification for the cus-
tomer’s account termination described under subsection (b).

(2) NOTICE PROHIBITED IN CASES OF NATIONAL SECURITY.—If an appropriate
Federal banking agency requests or orders a depository institution to terminate
a specific customer account or a group of customer accounts based on a belief
that the customer or customers pose a threat to national security, or are other-
wise described under subsection (a)(2), neither the depository institution nor the
appropriate Federal banking agency may inform the customer or customers of
the justification for the customer’s account termination.

(d) REPORTING REQUIREMENT.—Each appropriate Federal banking agency shall
issue an annual report to the Congress stating—

(1) the aggregate number of specific customer accounts that the agency re-
quested dor ordered a depository institution to terminate during the previous
year; an

(2) the legal authority on which the agency relied in making such requests
and orders and the frequency on which the agency relied on each such author-
ity.

(e) DEFINITIONS.—For purposes of this section:

(1) APPROPRIATE FEDERAL BANKING AGENCY.—The term “appropriate Federal
banking agency” means—

(A) the appropriate Federal banking agency, as defined under section 3
of the Federal Deposit Insurance Act (12 U.S.C. 1813); and

(B) the National Credit Union Administration, in the case of an insured
credit union.

(2) DEPOSITORY INSTITUTION.—The term “depository institution” means—

(A) a depository institution, as defined under section 3 of the Federal De-
posit Insurance Act (12 U.S.C. 1813); and
(B) an insured credit union.

SEC. 512. AMENDMENTS TO THE FINANCIAL INSTITUTIONS REFORM, RECOVERY, AND EN-
FORCEMENT ACT OF 1989.
Section 951 of the Financial Institutions Reform, Recovery, and Enforcement Act
of 1989 (12 U.S.C. 1833a) is amended—
(1) in subsection (c)(2), by striking “affecting a federally insured financial in-
stitution” and inserting “against a federally insured financial institution or by
a federally insured financial institution against an unaffiliated third person”;
and
(2) in subsection (g)—
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(A) in the heading, by striking “SUBPOENAS” and inserting “INVESTIGA-
TIONS”; and

(B) by amending paragraph (1)(C) to read as follows:

“(C) summon witnesses and require the production of any books, papers,
correspondence, memoranda, or other records which the Attorney General
deems relevant or material to the inquiry, if the Attorney General—

“(i) requests a court order from a court of competent jurisdiction for
such actions and offers specific and articulable facts showing that there
are reasonable grounds to believe that the information or testimony
sought is relevant and material for conducting an investigation under
this section; or

“(ii) either personally or through delegation no lower than the Deputy
Attorney General, issues and signs a subpoena for such actions and
such subpoena is supported by specific and articulable facts showing
that there are reasonable grounds to believe that the information or
testimony sought is relevant for conducting an investigation under this
section.”.

Subtitle D—Portfolio Lending and Mortgage
Access

SEC. 516. SAFE HARBOR FOR CERTAIN LOANS HELD ON PORTFOLIO.

(a) IN GENERAL.—Section 129C of the Truth in Lending Act (15 U.S.C. 1639c) is
amended by adding at the end the following:

“(j) SAFE HARBOR FOR CERTAIN LOANS HELD ON PORTFOLIO.—

“(1) SAFE HARBOR FOR CREDITORS THAT ARE DEPOSITORY INSTITUTIONS.—

“(A) IN GENERAL.—A creditor that is a depository institution shall not be
subject to suit for failure to comply with subsection (a), (c)(1), or (f)(2) of
this section or section 129H with respect to a residential mortgage loan,
and the banking regulators shall treat such loan as a qualified mortgage,
if—

“(d) the creditor has, since the origination of the loan, held the loan
on the balance sheet of the creditor; and

“(1) all prepayment penalties with respect to the loan comply with
the limitations described under subsection (c)(3).

“(B) EXCEPTION FOR CERTAIN TRANSFERS.—In the case of a depository in-
stitution that transfers a loan originated by that institution to another de-
pository institution by reason of the bankruptcy or failure of the originating
depository institution or the purchase of the originating depository institu-
tion, the depository institution transferring such loan shall be deemed to
have complied with the requirement under subparagraph (A)@).

“(2) SAFE HARBOR FOR MORTGAGE ORIGINATORS.—A mortgage originator shall
not be subject to suit for a violation of section 129B(c)(3)(B) for steering a con-
sumer to a residential mortgage loan if—

“(A) the creditor of such loan is a depository institution and has informed
the mortgage originator that the creditor intends to hold the loan on the
balance sheet of the creditor for the life of the loan; and

“(B) the mortgage originator informs the consumer that the creditor in-
tends to hold the loan on the balance sheet of the creditor for the life of
the loan.

“(3) DEFINITIONS.—For purposes of this subsection:

“(A) BANKING REGULATORS.—The term ‘banking regulators’ means the
Federal banking agencies, the Consumer Law Enforcement Agency, and the
National Credit Union Administration.

“(B) DEPOSITORY INSTITUTION.—The term ‘depository institution’ has the
meaning given that term under section 19(b)(1) of the Federal Reserve Act
(12 U.S.C. 505(b)(1)).

“(C) FEDERAL BANKING AGENCIES.—The term ‘Federal banking agencies’
has the meaning given that term under section 3 of the Federal Deposit In-
surance Act.”.

(b) RULE OF CONSTRUCTION.—Nothing in the amendment made by this section
may be construed as preventing a balloon loan from qualifying for the safe harbor
provided under section 129C(j) of the Truth in Lending Act if the balloon loan other-
wise meets all of the requirements under such subsection (j), regardless of whether
the balloon loan meets the requirements described under clauses (i) through (iv) of
section 129C(b)(2)(E) of such Act.
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Subtitle E—Application of the Expedited Funds
Availability Act

SEC. 521. APPLICATION OF THE EXPEDITED FUNDS AVAILABILITY ACT.
(a) IN GENERAL.—The Expedited Funds Availability Act (12 U.S.C. 4001 et seq.)
is amended—
(1) in section 602(20) (12 U.S.C. 4001(20)) by inserting “, located in the United
States,” after “ATM”;
(2) in section 602(21) (12 U.S.C. 4001(21)) by inserting “American Samoa, the
Commonwealth of the Northern Mariana Islands,” after “Puerto Rico,”;
(3) in section 602(23) (12 U.S.C. 4001(23)) by inserting “American Samoa, the
Commonwealth of the Northern Mariana Islands,” after “Puerto Rico,”; and
(4) in section 603(d)(2)(A) (12 U.S.C. 4002(d)(2)(A)), by inserting “American
Samoa, the Commonwealth of the Northern Mariana Islands,” after “Puerto
Rico,”.
(b) EFFECTIVE DATE.—This section shall take effect on January 1, 2017.

Subtitle F—Small Bank Holding Company Policy
Statement

SEC. 526. CHANGES REQUIRED TO SMALL BANK HOLDING COMPANY POLICY STATEMENT ON
ASSESSMENT OF FINANCIAL AND MANAGERIAL FACTORS.

(a) IN GENERAL.—Before the end of the 6-month period beginning on the date of
the enactment of this Act, the Board of Governors of the Federal Reserve System
shall revise the Small Bank Holding Company Policy Statement on Assessment of
Financial and Managerial Factors (12 C.F.R. part 225—appendix C) to raise the
consolidated asset threshold under such policy statement from $1,000,000,000 (as
adjusted by Public Law 113-250) to $10,000,000,000.

(b) CONFORMING AMENDMENT.—Subparagraph (C) of section 171(b)(5) of the Dodd-
Frank Wall Street Reform and Consumer Protection Act (12 U.S.C. 5371(b)(5)) is
amended to read as follows:

“(C) any bank holding company or savings and loan holding company that
is subject to the application of the Small Bank Holding Company Policy
Statement on Assessment of Financial and Managerial Factors of the Board
of Governors (12 C.F.R. part 225—appendix C).”.

Subtitle G—Community Institution Mortgage
Relief

SEC. 531. COMMUNITY FINANCIAL INSTITUTION MORTGAGE RELIEF.

(a) ExEMPTION FrROM ESCROW REQUIREMENTS FOR LOANS HELD BY SMALLER
C;{EDITORS.—SeCtion 129D of the Truth in Lending Act (15 U.S.C. 1639d) is amend-
ed—

(1) by adding at the end the following:

“(k) SAFE HARBOR FOR LOANS HELD BY SMALLER CREDITORS.—

“(1) IN GENERAL.—A creditor shall not be in violation of subsection (a) with
respect to a loan if—

“(A) the creditor has consolidated assets of $10,000,000,000 or less; and
“(B) the creditor holds the loan on the balance sheet of the creditor for
the 3-year period beginning on the date of the origination of the loan.

“(2) EXCEPTION FOR CERTAIN TRANSFERS.—In the case of a creditor that trans-
fers a loan to another person by reason of the bankruptcy or failure of the cred-
itor, the purchase of the creditor, or a supervisory act or recommendation from
a State or Federal regulator, the creditor shall be deemed to have complied with
the requirement under paragraph (1)(B).”; and

(2) by striking the term “Board” each place such term appears and inserting
“Consumer Law Enforcement Agency”.

(b) MODIFICATION TO EXEMPTION FOR SMALL SERVICERS OF MORTGAGE LOANS.—
Section 6 of the Real Estate Settlement Procedures Act of 1974 (12 U.S.C. 2605) is
amended by adding at the end the following:

“(n) SMALL SERVICER EXEMPTION.—The Consumer Law Enforcement Agency shall,
by regulation, provide exemptions to, or adjustments for, the provisions of this sec-
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tion for a servicer that annually services 20,000 or fewer mortgage loans, in order
to reduce regulatory burdens while appropriately balancing consumer protections.”.

Subtitle H—Financial Institutions Examination
Fairness and Reform

SEC. 536. TIMELINESS OF EXAMINATION REPORTS.

(a) IN GENERAL.—The Federal Financial Institutions Examination Council Act of
1978 (12 U.S.C. 3301 et seq.) is amended by adding at the end the following:

“SEC. 1012. TIMELINESS OF EXAMINATION REPORTS.

“(a) IN GENERAL.—

“(1) FINAL EXAMINATION REPORT.—A Federal financial institutions regulatory
agency shall provide a final examination report to a financial institution not
later than 60 days after the later of—

“(A) the exit interview for an examination of the institution; or
“(B) the provision of additional information by the institution relating to
the examination.

“(2) ExiT INTERVIEW.—If a financial institution is not subject to a resident ex-
aminer program, the exit interview shall occur not later than the end of the 9-
month period beginning on the commencement of the examination, except that
such period may be extended by the Federal financial institutions regulatory
agency by providing written notice to the institution and the Independent Ex-
amination Review Director describing with particularity the reasons that a
longer period is needed to complete the examination.

“(b) EXAMINATION MATERIALS.—Upon the request of a financial institution, the
Federal financial institutions regulatory agency shall include with the final report
an appendix listing all examination or other factual information relied upon by the
agency in support of a material supervisory determination.

“SEC. 1013. EXAMINATION STANDARDS.

“(a) IN GENERAL.—In the examination of a financial institution—

“(1) a commercial loan shall not be placed in non-accrual status solely because
the collateral for such loan has deteriorated in value;

“(2) a modified or restructured commercial loan shall be removed from non-
accrual status if the borrower demonstrates the ability to perform on such loan
over a maximum period of 6 months, except that with respect to loans on a
quarterly, semiannual, or longer repayment schedule such period shall be a
maximum of 3 consecutive repayment periods;

“(3) a new appraisal on a performing commercial loan shall not be required
unless an advance of new funds is involved; and

“(4) in classifying a commercial loan in which there has been deterioration in
collateral value, the amount to be classified shall be the portion of the deficiency
relating to the decline in collateral value and repayment capacity of the bor-
rower.

“(b) WELL CAPITALIZED INSTITUTIONS.—The Federal financial institutions regu-
latory agencies may not require a financial institution that is well capitalized to
raise additional capital in lieu of an action prohibited under subsection (a).

“(c) CONSISTENT LOAN CLASSIFICATIONS.—The Federal financial institutions regu-
latory agencies shall develop and apply identical definitions and reporting require-
ments for non-accrual loans.

“SEC. 1014. OFFICE OF INDEPENDENT EXAMINATION REVIEW.

“(a) ESTABLISHMENT.—There is established in the Council an Office of Inde-
pendent Examination Review (the ‘Office’).

“(b) HEAD OF OFFICE.—There is established the position of the Independent Ex-
amination Review Director (the ‘Director’), as the head of the Office. The Director
shall be appointed by the Council and shall be independent from any member agen-
cy of the Council.

“(c) STAFFING.—The Director is authorized to hire staff to support the activities
of the Office.

“(d) Duties.—The Director shall—

“(1) receive and, at the Director’s discretion, investigate complaints from fi-
nancial institutions, their representatives, or another entity acting on behalf of
such institutions, concerning examinations, examination practices, or examina-
tion reports;

“(2) hold meetings, at least once every three months and in locations designed
to encourage participation from all sections of the United States, with financial
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institutions, their representatives, or another entity acting on behalf of such in-
stitutions, to discuss examination procedures, examination practices, or exam-
ination policies;

“(3) review examination procedures of the Federal financial institutions regu-
latory agencies to ensure that the written examination policies of those agencies
are being followed in practice and adhere to the standards for consistency estab-
lished by the Council;

“(4) conduct a continuing and regular review of examination quality assur-
ance for all examination types conducted by the Federal financial institutions
regulatory agencies;

“(5) adjudicate any supervisory appeal initiated under section 1015; and

“(6) report annually to the Committee on Financial Services of the House of
Representatives, the Committee on Banking, Housing, and Urban Affairs of the
Senate, and the Council, on the reviews carried out pursuant to paragraphs (3)
and (4), including compliance with the requirements set forth in section 1012
regarding timeliness of examination reports, and the Council’s recommendations
for improvements in examination procedures, practices, and policies.

“(e) CONFIDENTIALITY.—The Director shall keep confidential all meetings with,
discussions with, and information provided by financial institutions.

“SEC. 1015. RIGHT TO INDEPENDENT REVIEW OF MATERIAL SUPERVISORY DETERMINATIONS.

“(a) IN GENERAL.—A financial institution shall have the right to obtain an inde-
pendent review of a material supervisory determination contained in a final report
of examination.

“(b) NOTICE.—

“(1) TIMING.—A financial institution seeking review of a material supervisory
determination under this section shall file a written notice with the Inde-
pendent Examination Review Director (the ‘Director’) within 60 days after re-
ceiving the final report of examination that is the subject of such review.

“(2) IDENTIFICATION OF DETERMINATION.—The written notice shall identify the
material supervisory determination that is the subject of the independent exam-
ination review, and a statement of the reasons why the institution believes that
the determination is incorrect or should otherwise be modified.

“(3) INFORMATION TO BE PROVIDED TO INSTITUTION.—Any information relied
upon by the agency in the final report that is not in the possession of the finan-
cial institution may be requested by the financial institution and shall be deliv-
ered promptly by the agency to the financial institution.

“(c) RIGHT TO HEARING.—

“(1) IN GENERAL.—The Director shall determine the merits of the appeal on
the record or, at the financial institution’s election, shall refer the appeal to an
Administrative Law Judge to conduct a confidential hearing pursuant to the
procedures set forth under sections 556 and 557 of title 5, United States Code,
which hearing shall take place not later than 60 days after the petition for re-
view was received by the Director, and to issue a proposed decision to the Direc-
tor based upon the record established at such hearing.

“(2) STANDARD OF REVIEW.—In rendering a determination or recommendation
under this subsection, neither the Administrative Law Judge nor the Director
shall defer to the opinions of the examiner or agency, but shall conduct a de
novo review to independently determine the appropriateness of the agency’s de-
cision based upon the relevant statutes, regulations, and other appropriate
guidance, as well as evidence adduced at any hearing.

“(d) FINAL DECISION.—A decision by the Director on an independent review under
this section shall—

“(1) be made not later than 60 days after the record has been closed; and

“(2) be deemed final agency action and shall bind the agency whose super-
visory determination was the subject of the review and the financial institution
requesting the review.

“(e) RIGHT TO JUDICIAL REVIEW.—A financial institution shall have the right to
petition for review of final agency action under this section by filing a Petition for
Review within 60 days of the Director’s decision in the United States Court of Ap-
peals for the District of Columbia Circuit or the Circuit in which the financial insti-
tution is located.

“(f) REPORT.—The Director shall report annually to the Committee on Financial
Services of the House of Representatives and the Committee on Banking, Housing,
and Urban Affairs of the Senate on actions taken under this section, including the
types of issues that the Director has reviewed and the results of those reviews. In
no case shall such a report contain information about individual financial institu-
tions or any confidential or privileged information shared by financial institutions.
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“(g) RETALIATION PROHIBITED.—A Federal financial institutions regulatory agency
may not—

“(1) retaliate against a financial institution, including service providers, or
any institution-affiliated party (as defined under section 3 of the Federal De-
posit Insurance Act), for exercising appellate rights under this section; or

“(2) delay or deny any agency action that would benefit a financial institution
or any institution-affiliated party on the basis that an appeal under this section
is pending under this section.

“(h) RULE OF CONSTRUCTION.—Nothing in this section may be construed—

“(1) to affect the right of a Federal financial institutions regulatory agency to
take enforcement or other supervisory actions related to a material supervisory
determination under review under this section; or

“(2) to prohibit the review under this section of a material supervisory deter-
mination with respect to which there is an ongoing enforcement or other super-
visory action.”.

(b) ADDITIONAL AMENDMENTS.—

(1) RIEGLE COMMUNITY DEVELOPMENT AND REGULATORY IMPROVEMENT ACT OF
1994.—Section 309 of the Riegle Community Development and Regulatory Im-
provement Act of 1994 (12 U.S.C. 4806) is amended—

(A) in subsection (a), by inserting after “appropriate Federal banking
agency” the following: “, the Consumer Law Enforcement Agency,”;

(B) in subsection (b)—

(i) in paragraph (2), by striking “the appellant from retaliation by
agency examiners” and inserting “the insured depository institution or
insured credit union from retaliation by the agencies referred to in sub-
section (a)”; and

(ii) by adding at the end the following flush-left text:

“For purposes of this subsection and subsection (e), retaliation includes delaying
consideration of, or withholding approval of, any request, notice, or application that
otherwise would have been approved, but for the exercise of the institution’s or cred-
it union’s rights under this section.”;

(C) in subsection (e)(2)—

(i) in subparagraph (B), by striking “and” at the end;

(i1) in subparagraph (C), by striking the period and inserting “; and”;
and

(iii) by adding at the end the following:

“(D) ensure that appropriate safeguards exist for protecting the insured
depository institution or insured credit union from retaliation by any agen-
cy referred to in subsection (a) for exercising its rights under this sub-
section.”; and

(D) in subsection (f)(1)(A)—

(i) in clause (ii), by striking “and” at the end;

(i1) in clause (iii), by striking “and” at the end; and

(iii) by adding at the end the following:

“(iv) any issue specifically listed in an exam report as a matter re-
quiring attention by the institution’s management or board of directors;
and

“(v) any suspension or removal of an institution’s status as eligible
for expedited processing of applications, requests, notices, or filings on
the grounds of a supervisory or compliance concern, regardless of
whether that concern has been cited as a basis for another material su-
pervisory determination or matter requiring attention in an examina-
tion report, provided that the conduct at issue did not involve violation
of any criminal law; and”.

(2) FEDERAL CREDIT UNION ACT.—Section 205(j) of the Federal Credit Union
Act (12 U.S.C. 1785(j)) is amended by inserting “the Consumer Law Enforce-
ment Agency,” before “the Administration” each place such term appears.

(3) FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL ACT OF 1978.—The
Federal Financial Institutions Examination Council Act of 1978 (12 U.S.C. 3301
et seq.) is amended—

(A) in section 1003, by amending paragraph (1) to read as follows:

“(1) the term ‘Federal financial institutions regulatory agencies™—

“(A) means the Office of the Comptroller of the Currency, the Board of
Governors of the Federal Reserve System, the Federal Deposit Insurance
Corporation, and the National Credit Union Administration; and

“(B) for purposes of sections 1012, 1013, 1014, and 1015, includes the
Consumer Law Enforcement Agency;”; and

(B) in section 1005, by striking “One-fifth” and inserting “One-fourth”.
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Subtitle I—National Credit Union Administration
Budget Transparency

SEC. 541. BUDGET TRANSPARENCY FOR THE NCUA.

Section 209(b) of the Federal Credit Union Act (12 U.S.C. 1789) is amended—
(1) by redesignating paragraphs (1) and (2) as paragraphs (2) and (3), respec-
tively;
(2) by inserting before paragraph (2), as so redesignated, the following:
“(1) on an annual basis and prior to the submission of the detailed business-
type budget required under paragraph (2)—
“(A) make publicly available and cause to be printed in the Federal Reg-
ister a draft of such detailed business-type budget; and
“(B) hold a public hearing, with public notice provided of such hearing,
wherein the public can submit comments on the draft of such detailed busi-
ness-type budget;”; and
(3) in paragraph (2), as so redesignated—
(A) by inserting “detailed” after “submit a”; and
(B) by inserting “, and where such budget shall address any comments
submitted by the public pursuant to paragraph (1)(B)” after “Control Act”.

Subtitle J—Taking Account of Institutions With
Low Operation Risk

SEC. 546. REGULATIONS APPROPRIATE TO BUSINESS MODELS.

(a) IN GENERAL.—For any regulatory action occurring after the date of the enact-
ment of this Act, each Federal financial institutions regulatory agency shall—

(1) take into consideration the risk profile and business models of each type
of institution or class of institutions subject to the regulatory action;

(2) determine the necessity, appropriateness, and impact of applying such reg-
ulatory action to such institutions or classes of institutions; and

(3) tailor such regulatory action in a manner that limits the regulatory com-
pliance impact, cost, liability risk, and other burdens, as appropriate, for the
rislk groﬁle and business model of the institution or class of institutions in-
volved.

(b) OTHER CONSIDERATIONS.—In carrying out the requirements of subsection (a),
each Federal financial institutions regulatory agency shall consider—

(1) the impact that such regulatory action, both by itself and in conjunction
with the aggregate effect of other regulations, has on the ability of the applica-
ble 5nstituti0n or class of institutions to serve evolving and diverse customer
needs;

(2) the potential impact of examination manuals, regulatory actions taken
with respect to third-party service providers, or other regulatory directives that
may be in conflict or inconsistent with the tailoring of such regulatory action
described in subsection (a)(3); and

(3) the underlying policy objectives of the regulatory action and statutory
scheme involved.

(c) NOTICE OF PROPOSED AND FINAL RULEMAKING.—Each Federal financial institu-
tions regulatory agency shall disclose in every notice of proposed rulemaking and
in any final rulemaking for a regulatory action how the agency has applied sub-
sections (a) and (b).

(d) REPORTS TO CONGRESS.—

(1) INDIVIDUAL AGENCY REPORTS.—

(A) IN GENERAL.—Not later than 1 year after the date of the enactment
of this Act and annually thereafter, each Federal financial institutions reg-
ulatory agency shall report to the Committee on Financial Services of the
House of Representatives and the Committee on Banking, Housing, and
Urban Affairs of the Senate on the specific actions taken to tailor the regu-
latory actions of the agency pursuant to the requirements of this Act.

(B) APPEARANCE BEFORE THE COMMITTEES.—The head of each Federal fi-
nancial institution regulatory agency shall appear before the Committee on
Financial Services of the House of Representatives and the Committee on
Banking, Housing, and Urban Affairs of the Senate after each report is
made pursuant to subparagraph (A) to testify on the contents of such re-
port.

(2) FIEC REPORTS.—



83

(A) IN GENERAL.—Not later than 3 months after each report is submitted
under paragraph (1), the Financial Institutions Examination Council shall
report to the Committee on Financial Services of the House of Representa-
tives and the Committee on Banking, Housing, and Urban Affairs of the
Senate on—

(i) the extent to which regulatory actions tailored pursuant to this
Act result in different treatment of similarly situated institutions of di-
verse charter types; and

(i1) the reasons for such differential treatment.

(B) APPEARANCE BEFORE THE COMMITTEES.—The Chairman of the Finan-
cial Institutions Examination Council shall appear before the Committee on
Financial Services of the House of Representatives and the Committee on
Banking, Housing, and Urban Affairs of the Senate after each report is
made pursuant to subparagraph (A) to testify on the contents of such re-
port.

(e) LIMITED LOOK-BACK APPLICATION.—

(1) IN GENERAL.—Each Federal financial institutions regulatory agency shall
conduct a review of all regulations adopted during the period beginning on the
date that is seven years before the date of the introduction of this Act in the
House of Representatives and ending on the date of the enactment of this Act,
and apply the requirements of this Act to such regulations.

(2) REVISION.—If the application of the requirements of this Act to any such
regulation requires such regulation to be revised, the applicable Federal finan-
cial institutions regulatory agency shall revise such regulation within 3 years
of the enactment of this Act.

(f) DEFINITIONS.—In this Act, the following definitions shall apply:

(1) FEDERAL FINANCIAL INSTITUTIONS REGULATORY AGENCIES.—The term “Fed-
eral financial institutions regulatory agencies” means the Office of the Comp-
troller of the Currency, the Board of Governors of the Federal Reserve System,
the Federal Deposit Insurance Corporation, the National Credit Union Adminis-
tration, and the Consumer Law Enforcement Agency.

(2) REGULATORY ACTION.—The term “regulatory action” means any proposed,
interim, or final rule or regulation, guidance, or published interpretation.

Subtitle K—Federal Savings Association Charter
Flexibility

SEC. 551. OPTION FOR FEDERAL SAVINGS ASSOCIATIONS TO OPERATE AS A COVERED SAV-
INGS ASSOCIATION.
The Home Owners’ Loan Act is amended by inserting after section 5 (12 U.S.C.
1464) the following:

“SEC. 5A. ELECTION TO OPERATE AS A COVERED SAVINGS ASSOCIATION.

“(a) DEFINITION.—In this section, the term ‘covered savings association’ means a
Federal savings association that makes an election approved under subsection (b).
“(b) ELECTION.—

“(1) IN GENERAL.—Upon issuance of the rules described in subsection (f), a
Federal savings association may elect to operate as a covered savings associa-
tion by submitting a notice to the Comptroller of such election.

“(2) ApprROVAL.—A Federal savings association shall be deemed to be ap-
proved to operate as a covered savings association on the date that is 60 days
after the date on which the Comptroller receives the notice under paragraph (1),
unless the Comptroller notifies the Federal savings association otherwise.

“(c) RicHTS AND DUTIES.—Notwithstanding any other provision of law and except
as otherwise provided in this section, a covered savings association shall—

“(1) have the same rights and privileges as a national bank that has its main
office situated in the same location as the home office of the covered savings
association; and

“(2) be subject to the same duties, restrictions, penalties, liabilities, condi-
tions, and limitations that would apply to such a national bank.

“(d) TREATMENT OF COVERED SAVINGS ASSOCIATIONS.—A covered savings associa-
tion shall be treated as a Federal savings association for the purposes—

“(1) of governance of the covered savings association, including incorporation,
bylaws, boards of directors, shareholders, and distribution of dividends;

“(2) of consolidation, merger, dissolution, conversion (including conversion to
a stock bank or to another charter), conservatorship, and receivership; and

“(3) determined by regulation of the Comptroller.
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“(e) EXISTING BRANCHES.—A covered savings association may continue to operate
any branch or agency the covered savings association operated on the date on which
an election under subsection (b) is approved.

“(f) RULEMAKING.—The Comptroller shall issue rules to carry out this section—

“(1) that establish streamlined standards and procedures that clearly identify
required documentation or timelines for an election under subsection (b);

“(2) that require a Federal savings association that makes an election under
subsection (b) to identify specific assets and subsidiaries—

“(A) that do not conform to the requirements for assets and subsidiaries
of a national bank; and

“(B) that are held by the Federal savings association on the date on
which the Federal savings association submits a notice of such election;

“(3) that establish—

“(A) a transition process for bringing such assets and subsidiaries into
conformance with the requirements for a national bank; and

“(B) procedures for allowing the Federal savings association to provide a
justification for grandfathering such assets and subsidiaries after electing
to operate as a covered savings association;

“(4) that establish standards and procedures to allow a covered savings asso-
ciation to terminate an election under subsection (b) after an appropriate period
of time or to make a subsequent election;

“(5) that clarify requirements for the treatment of covered savings associa-
tions, including the provisions of law that apply to covered savings associations;
and

“(6) as the Comptroller deems necessary and in the interests of safety and
soundness.”.

Subtitle L—SAFE Transitional Licensing

SEC. 556. ELIMINATING BARRIERS TO JOBS FOR LOAN ORIGINATORS.

(a) IN GENERAL.—The S.A.F.E. Mortgage Licensing Act of 2008 (12 U.S.C. 5101
et seq.) is amended by adding at the end the following:

“SEC. 1518. EMPLOYMENT TRANSITION OF LOAN ORIGINATORS.

“(a) TEMPORARY AUTHORITY TO ORIGINATE LOANS FOR LOAN ORIGINATORS MOVING
FrROM A DEPOSITORY INSTITUTION TO A NON-DEPOSITORY INSTITUTION.—

“(1) IN GENERAL.—Upon employment by a State-licensed mortgage company,
an individual who is a registered loan originator shall be deemed to have tem-
porary authority to act as a loan originator in an application State for the pe-
riod described in paragraph (2) if the individual—

“(A) has not had an application for a loan originator license denied, or
had such a license revoked or suspended in any governmental jurisdiction;

“(B) has not been subject to or served with a cease and desist order in
any governmental jurisdiction or as described in section 1514(c);

“(C) has not been convicted of a felony that would preclude licensure
under the law of the application State;

“(D) has submitted an application to be a State-licensed loan originator
in the application State; and

“(E) was registered in the Nationwide Mortgage Licensing System and
Registry as a loan originator during the 12-month period preceding the date
of submission of the information required under section 1505(a).

“(2) PERIOD.—The period described in paragraph (1) shall begin on the date
that the individual submits the information required under section 1505(a) and
shall end on the earliest of—

“(A) the date that the individual withdraws the application to be a State-
licensed loan originator in the application State;

“(B) the date that the application State denies, or issues a notice of intent
to deny, the application;

“(C) the date that the application State grants a State license; or

“(D) the date that is 120 days after the date on which the individual sub-
mits the application, if the application is listed on the Nationwide Mortgage
Licensing System and Registry as incomplete.

“(b) TEMPORARY AUTHORITY TO ORIGINATE LOANS FOR STATE-LICENSED LOAN
ORIGINATORS MOVING INTERSTATE.—

“(1) IN GENERAL.—A State-licensed loan originator shall be deemed to have
temporary authority to act as a loan originator in an application State for the
period described in paragraph (2) if the State-licensed loan originator—
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“(A) meets the requirements of subparagraphs (A), (B), (C), and (D) of
subsection (a)(1);

“(B) is employed by a State-licensed mortgage company in the application
State; and

“(C) was licensed in a State that is not the application State during the
30-day period preceding the date of submission of the information required
under section 1505(a) in connection with the application submitted to the
application State.

“(2) PERIOD.—The period described in paragraph (1) shall begin on the date
that the State-licensed loan originator submits the information required under
section 1505(a) in connection with the application submitted to the application
State and end on the earliest of—

“(A) the date that the State-licensed loan originator withdraws the appli-
cation to be a State-licensed loan originator in the application State;

“(B) the date that the application State denies, or issues a notice of intent
to deny, the application;

“(C) the date that the application State grants a State license; or

“(D) the date that is 120 days after the date on which the State-licensed
loan originator submits the application, if the application is listed on the
Nationwide Mortgage Licensing System and Registry as incomplete.

“(c) APPLICABILITY.—

“(1) Any person employing an individual who is deemed to have temporary
authority to act as a loan originator in an application State pursuant to this
section shall be subject to the requirements of this title and to applicable State
law to the same extent as if such individual was a State-licensed loan originator
licensed by the application State.

“(2) Any individual who is deemed to have temporary authority to act as a
loan originator in an application State pursuant to this section and who engages
in residential mortgage loan origination activities shall be subject to the re-
quirements of this title and to applicable State law to the same extent as if such
individual was a State-licensed loan originator licensed by the application State.

“(d) DEFINITIONS.—In this section, the following definitions shall apply:

“(1) STATE-LICENSED MORTGAGE COMPANY.—The term ‘State-licensed mortgage
company’ means an entity licensed or registered under the law of any State to
engage in residential mortgage loan origination and processing activities.

“(2) APPLICATION STATE.—The term ‘application State’ means a State in which
a registered loan originator or a State-licensed loan originator seeks to be li-
censed.”.

(b) TABLE OF CONTENTS AMENDMENT.—The table of contents in section 1(b) of the
Housing and Economic Recovery Act of 2008 (42 U.S.C. 4501 note) is amended by
inserting after the item relating to section 1517 the following:

“Sec. 1518. Employment transition of loan originators.”.

(c) AMENDMENT TO CIVIL LIABILITY OF THE CONSUMER LAW ENFORCEMENT AGEN-
CY AND OTHER OFFICIALS.—Section 1513 of the S.A.F.E. Mortgage Licensing Act of
2008 (12 U.S.C. 5112) is amended by striking “are loan originators or are applying
for licensing or registration as loan originators” and inserting “are applying for li-
censing or registration using the Nationwide Mortgage Licensing System and Reg-
istry”.

Subtitle M—Right to Lend

SEC. 561. SMALL BUSINESS LOAN DATA COLLECTION REQUIREMENT.

(a) REPEAL.—Section 704B of the Equal Credit Opportunity Act (15 U.S.C. 1691c—
2) is repealed.
(b) CONFORMING AMENDMENTS.—Section 701(b) of the Equal Credit Opportunity
Act (15 U.S.C. 1691(b)) is amended—
(1) in paragraph (3), by inserting “or” at the end,;
(2) in paragraph (4), by striking “; or” and inserting a period; and
(3) by striking paragraph (5).
(¢) CLERICAL AMENDMENT.—The table of sections for title VII of the Consumer
Credit Protection Act is amended by striking the item relating to section 704B.
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Subtitle N—Community Bank Reporting Relief

SEC. 566. SHORT FORM CALL REPORT.

(a) IN GENERAL.—Section 7(a) of the Federal Deposit Insurance Act (12 U.S.C.

1817(a)) is amended by adding at the end the following:
“(12) SHORT FORM REPORTING.—

“(A) IN GENERAL.—The appropriate Federal banking agencies shall issue
regulations allowing for a reduced reporting requirement for covered deposi-
tory institutions when making the first and third report of condition for a
year, as required pursuant to paragraph (3).

“(B) COVERED DEPOSITORY INSTITUTION DEFINED.—For purposes of this
paragraph, the term ‘covered depository institution’ means an insured de-
pository institution that—

“@d) is well capitalized (as defined under section 38(b)); and
“(ii) satisfies such other criteria as the appropriate Federal banking
agencies determine appropriate.”.

(b) REPORT TO CONGRESS.—Not later than 180 days after the date of the enact-
ment of this Act, and every 365 days thereafter until the appropriate Federal bank-
ing agencies (as defined under section 3 of the Federal Deposit Insurance Act) have
issued the regulations required under section 7(a)(12)(A) of the Federal Deposit In-
surance Act, such agencies shall submit to the Committee on Financial Services of
the House of Representatives and the Committee on Banking, Housing, and Urban
Affairs of the Senate a report describing the progress made in issuing such regula-
tions.

Subtitle O—Homeowner Information Privacy
Protection

SEC. 571. STUDY REGARDING PRIVACY OF INFORMATION COLLECTED UNDER THE HOME
MORTGAGE DISCLOSURE ACT OF 1975.

(a) STuDY.—The Comptroller General of the United States shall conduct a study
to determine whether the data required to be published, made available, or disclosed
under the final rule, in connection with other publicly available data sources, includ-
ing data made publicly available under Regulation C (12 C.F.R. 1003) before the ef-
fective date of the final rule, could allow for or increase the probability of—

(1) exposure of the identity of mortgage applicants or mortgagors through re-
verse engineering;

(2) exposure of mortgage applicants or mortgagors to identity theft or the loss
of sensitive personal financial information;

(3) the marketing or sale of unfair or deceptive financial products to mortgage
applicants or mortgagors based on such data;

(4) personal financial loss or emotional distress resulting from the exposure
of mortgage applicants or mortgagors to identify theft or the loss of sensitive
personal financial information; and

(5) the potential legal liability facing the Consumer Law Enforcement Agency
and market participants in the event the data required to be published, made
available, or disclosed under the final rule leads or contributes to identity theft
or the capture of sensitive personal financial information.

(b) REPORT.—The Comptroller General of the United States shall submit to the
Committee on Financial Services of the House of Representatives and the Com-
nllit(‘;ee on Banking, Housing, and Urban Affairs of the Senate a report that in-
cludes—

(1) the findings and conclusions of the Comptroller General with respect to
the study required under subsection (a); and

(2) any recommendations for legislative or regulatory actions that—

(A) would enhance the privacy of a consumer when accessing mortgage
credit; and

(B) are consistent with consumer protections and safe and sound banking
operations.

(c) SUSPENSION OF DATA SHARING REQUIREMENTS.—Notwithstanding any other
provision of law, including the final rule—

(1) depository institutions shall not be required to publish, disclose, or other-
wise make available to the public, pursuant to the Home Mortgage Disclosure
Act of 1975 (or regulations issued under such Act) any data that was not re-
quired to be published, disclosed, or otherwise made available pursuant to such
Act (or regulations issued under such Act) on the day before the date of the en-
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actdment of the Dodd-Frank Wall Street Reform and Consumer Protection Act;
an

(2) the Consumer Law Enforcement Agency and the Financial Institutions Ex-
amination Council shall not publish, disclose, or otherwise make available to
the public any such information received from a depository institution pursuant
to the final rule.

(d) DEFINITIONS.—For purposes of this section:

(1) DEPOSITORY INSTITUTION.—The term “depository institution” has the
meaning given that term under section 303 of the Home Mortgage Disclosure
Act of 1975 (12 U.S.C. 2802).

(2) FINAL RULE.—The term “final rule” means the final rule issued by the Bu-
reau of Consumer Financial Protection titled “Home Mortgage Disclosure (Regu-
lation C)” (October 28, 2015; 80 Fed. Reg. 66128).

Subtitle P—Home Mortgage Disclosure
Adjustment

SEC. 576. DEPOSITORY INSTITUTIONS SUBJECT TO MAINTENANCE OF RECORDS AND DISCLO-
SURE REQUIREMENTS.
(a) IN GENERAL.—Section 304 of the Home Mortgage Disclosure Act of 1975 (12
U.S.C. 2803) is amended—
(1) by redesignating subsection (i) as paragraph (2) and adjusting the margin
appropriately; and
(2) by inserting before such paragraph (2) the following:
“(i) EXEMPTIONS.—
“(1) IN GENERAL.—With respect to a depository institution, the requirements
of subsections (a) and (b) shall not apply—

“(A) with respect to closed-end mortgage loans, if such depository institu-
tion originated less than 100 closed-end mortgage loans in each of the two
preceding calendar years; and

“(B) with respect to open-end lines of credit, if such depository institution
originated less than 200 open-end lines of credit in each of the two pre-
ceding calendar years.”.

(b) TECHNICAL CORRECTION.—Section 304(i)(2) of such Act, as redesignated by
subsect&on (a), is amended by striking “section 303(2)(A)” and inserting “section
303(3)(A)”.

Subtitle Q—Protecting Consumers’ Access to
Credit

SEC. 581. RATE OF INTEREST AFTER TRANSFER OF LOAN.

(a) AMENDMENT TO THE REVISED STATUTES.—Section 5197 of the Revised Statutes
of the United States (12 U.S.C. 85) is amended by adding at the end the following
new sentence: “A loan that is valid when made as to its maximum rate of interest
in accordance with this section shall remain valid with respect to such rate regard-
less of whether the loan is subsequently sold, assigned, or otherwise transferred to
a third party, and may be enforced by such third party notwithstanding any State
law to the contrary.”.

(b) AMENDMENT TO THE HOME OWNERS’ LOAN AcCT.—Section 4(g)(1) of the Home
Owners’ Loan Act (12 U.S.C. 1463(g)(1)) is amended by adding at the end the fol-
lowing new sentence: “A loan that is valid when made as to its maximum rate of
interest in accordance with this subsection shall remain valid with respect to such
rate regardless of whether the loan is subsequently sold, assigned, or otherwise
transferred to a third party, and may be enforced by such third party notwith-
standing any State law to the contrary.”.

(c) AMENDMENT TO THE FEDERAL CREDIT UNION AcCT.—Section 205(g)(1) of the
Federal Credit Union Act (12 U.S.C. 1785(g)(1)) is amended by adding at the end
the following new sentence: “A loan that is valid when made as to its maximum rate
of interest in accordance with this subsection shall remain valid with respect to such
rate regardless of whether the loan is subsequently sold, assigned, or otherwise
transferred to a third party, and may be enforced by such third party notwith-
standing any State law to the contrary.”.

(d) AMENDMENT TO THE FEDERAL DEPOSIT INSURANCE ACT.—Section 27(a) of the
Federal Deposit Insurance Act (12 U.S.C. 1831d(a)) is amended by adding at the end
the following new sentence: “A loan that is valid when made as to its maximum rate
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of interest in accordance with this section shall remain valid with respect to such
rate regardless of whether the loan is subsequently sold, assigned, or otherwise
transferred to a third party, and may be enforced by such third party notwith-
standing any State law to the contrary.”.

Subtitle R—NCUA Overhead Transparency

SEC. 586. FUND TRANSPARENCY.

Section 203 of the Federal Credit Union Act (12 U.S.C. 1783) is amended by add-
ing at the end the following:
“(g) FUND TRANSPARENCY.—
“(1) IN GENERAL.—The Board shall accompany each annual budget submitted
pursuant to section 209(b) with a report containing—

“(A) a detailed analysis of how the expenses of the Administration are as-
signed between prudential activities and insurance-related activities and
the extent to which those expenses are paid from the fees collected pursu-
ant to section 105 or from the Fund; and

“(B) the Board’s supporting rationale for any proposed use of amounts in
the Fund contained in such budget, including detailed breakdowns and sup-
porting rationales for any such proposed use related to titles of this Act
other than this title.

“(2) PuBLIC DISCLOSURE.—The Board shall make each report described under
paragraph (1) available to the public.”.

Subtitle S—Housing Opportunities Made Easier

SEC. 591. CLARIFICATION OF DONATED SERVICES TO NON-PROFITS.

Section 129E() of the Truth in Lending Act (15 U.S.C. 1639e(i)) is amended by
adding at the end the following:

“(4) RULE OF CONSTRUCTION RELATED TO APPRAISAL DONATIONS.—For pur-
poses of paragraph (1), if a fee appraiser voluntarily donates appraisal services
to an organization described in section 170(c)(2) of the Internal Revenue Code
of 1986, such voluntary donation shall be deemed customary and reasonable.”.

TITLE VI—REGULATORY RELIEF FOR STRONG-
LY CAPITALIZED, WELL MANAGED BANKING
ORGANIZATIONS

SEC. 601. CAPITAL ELECTION.

(a) IN GENERAL.—A banking organization may make an election under this sec-
tion to be treated as a qualifying banking organization for purposes of the regu-
latory relief described under section 602.

(b) REQUIREMENTS.—A banking organization may qualify to be treated as a quali-
fying banking organization if—

(1) the banking organization has an average leverage ratio of at least 10 per-
cent;

(2) with respect to a depository institution holding company, each insured de-
pository institution subsidiary of the holding company simultaneously makes
the election described under subsection (a); and

(3) with respect to an insured depository institution, any parent depository in-
stitution holding company of the institution simultaneously makes the election
described under subsection (a).

(c) ELECTION PROCESS.—To make an election under this section, a banking organi-
zation shall submit an election to the appropriate Federal banking agency (and any
applicable State bank supervisor that regulates the banking organization) con-
taining—

(1) a notice of such election;

(2) the banking organization’s average leverage ratio, as well as the organiza-
tion’s quarterly leverage ratio for each of the most recently completed four cal-
endar quarters;

(3) if the banking organization is a depository institution holding company,
the information described under paragraph (2) for each of the organization’s in-
sured depository institution subsidiaries; and
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(4) if the banking organization is an insured depository institution, the infor-
mation described under paragraph (2) for any parent depository institution
holding company of the institution.

(d) EFFECTIVE DATE OF ELECTION.—

(1) IN GENERAL.—An election made under this section shall take effect at the
end of the 30-day period beginning on the date that the appropriate Federal
banking agency receives the application described under subsection (c), unless
the appropriate Federal banking agency determines that the banking organiza-
tion has not met the requirements described under subsection (b).

(2) NOTICE OF FAILURE TO MEET REQUIREMENTS.—If the appropriate Federal
banking agency determines that a banking organization submitting an election
notice under subsection (c) does not meet the requirements described under sub-
section (b), the agency shall—

(A) notify the banking organization (and any applicable State bank super-
visor that regulates the banking organization), in writing, of such deter-
mination as soon as possible after such determination is made, but in no
case later than the end of the 30-day period beginning on the date that the
appropriate Federal banking agency receives the election; and

(B) include in such notification the specific reasons for such determina-
tion and steps that the banking organization can take to meet such require-
ments.

(e) TREATMENT OF CERTAIN NEW BANKING ORGANIZATIONS.—In the case of a bank-
ing organization that is a newly-chartered insured depository institution or a bank-
ing organization that becomes a banking organization because it controls a newly-
chartered insured depository institution, such banking organization may be treated
as a qualifying banking organization immediately upon becoming a banking organi-
zation, if—

(1) an election to be treated as a qualifying banking organization was in-
cluded in the application filed with the appropriate Federal banking agency in
connection with becoming a banking organization; and

(2) as of the date the banking organization becomes a banking organization,
the banking organization’s tangible equity divided by the banking organization’s
leverage exposure, expressed as a percentage, is at least 10 percent.

(f) FAILURE TO MAINTAIN QUARTERLY LEVERAGE RATIO AND LOSS OF ELECTION.—

(1) EFFECT OF FAILURE TO MAINTAIN QUARTERLY LEVERAGE RATIO.—

(A) IN GENERAL.—If, with respect to the most recently completed calendar
quarter, the appropriate Federal banking agency determines that a quali-
fying banking organization’s quarterly leverage ratio is below 10 percent—

(i) the appropriate Federal banking agency shall notify the qualifying
banking organization and any applicable State bank supervisor that
regulates the banking organization of such determination;

(ii) the appropriate Federal banking agency may prohibit the banking
organization from making a capital distribution; and

(ii1) the banking organization shall, within 3 months of the first such
determination, submit a capital restoration plan to the appropriate
Federal banking agency.

(B) Loss OF ELECTION AFTER ONE-YEAR REMEDIATION PERIOD.—If a bank-
ing organization described under subparagraph (A) does not, within the 1-
year period beginning on the date of such determination, raise the organiza-
tion’s quarterly leverage ratio for a calendar quarter ending in such 1-year
period to at least 10 percent, the banking organization’s election under this
section shall be terminated, and the appropriate Federal banking agency
shall notify any applicable State bank supervisor that regulates the bank-
ing organization of such termination.

(C) EFFECT OF SUBSIDIARY ON PARENT ORGANIZATION.—With respect to a
qualifying banking organization described under subparagraph (A) that is
an insured depository institution, any parent depository institution holding
company of the qualifying banking organization shall—

(1) if the appropriate Federal banking agency determines it appro-
priate, be prohibited from making a capital distribution (other than a
capital contribution to such qualifying banking organization described
under subparagraph (A)); and

(i) if the qualifying banking organization has an election terminated
under subparagraph (B), any such parent depository institution holding
company shall also have its election under this section terminated.

(2) IMMEDIATE LOSS OF ELECTION IF THE QUARTERLY LEVERAGE RATIO FALLS
BELOW 6 PERCENT.—

(A) IN GENERAL.—If, with respect to the most recently completed calendar
quarter, the appropriate Federal banking agency determines that a quali-
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fying banking organization’s quarterly leverage ratio is below 6 percent, the
banking organization’s election under this section shall be terminated, and
the appropriate Federal banking agency shall notify any applicable State
bank supervisor that regulates the banking organization of such termi-
nation.

(B) EFFECT OF SUBSIDIARY ON PARENT ORGANIZATION.—With respect to a
qualifying banking organization described under subparagraph (A) that is
an insured depository institution, any parent depository institution holding
company of the qualifying banking organization shall also have its election
under this section terminated.

(3) ABILITY TO MAKE FUTURE ELECTIONS.—If a banking organization has an
election under this section terminated, the banking organization may not apply
for another election under this section until the banking organization has main-
tained a quarterly leverage ratio of at least 10 percent for 8 consecutive cal-
endar quarters.

SEC. 602. REGULATORY RELIEF.

(a) IN GENERAL.—A qualifying banking organization shall be exempt from the fol-
lowing:

(1) Any Federal law, rule, or regulation addressing capital or liquidity re-
quirements or standards.

(2) Any Federal law, rule, or regulation that permits an appropriate Federal
banking agency to object to a capital distribution.
| (3) Any consideration by an appropriate Federal banking agency of the fol-
owing:

(A) Any risk the qualifying banking organization may pose to “the sta-
bility of the financial system of the United States”, under section 5(c)(2) of
the Bank Holding Company Act of 1956.

(B) The “extent to which a proposed acquisition, merger, or consolidation
would result in greater or more concentrated risks to the stability of the
United States banking or financial system”, under section 3(c)(7) of the
Bank Holding Company Act of 1956, so long as the banking organization,
after such proposed acquisition, merger, or consolidation, would maintain a
quarterly leverage ratio of at least 10 percent.

(C) Whether the performance of an activity by the banking organization
could possibly pose a “risk to the stability of the United States banking or
financial system”, under section 4(G)(2)(A) of the Bank Holding Company
Act of 1956.

(D) Whether the acquisition of control of shares of a company engaged in
an activity described in section 4(j)(1)(A)