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The Committee on Financial Services, to whom was referred the
bill (H.R. 4655) to amend the Securities Exchange Act of 1934 to
prohibit the Securities and Exchange Commission from compelling
the inclusion or discussion of shareholder proposals or proxy or con-
sent solicitation materials, and for other purposes, having consid-
ered the same, reports favorably thereon with an amendment and
recommends 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.
This Act may be cited as the “Businesses Over Activists Act”.

SEC. 2. LIMITATION WITH RESPECT TO COMPELLING THE INCLUSION OR DISCUSSION OF
SHAREHOLDER PROPOSALS.
Section 14(a) of the Securities Exchange Act of 1934 (15 U.S.C. 78n(a)) is amend-
ed by adding at the end the following:

“(3) LIMITATION WITH RESPECT TO COMPELLING INCLUSION OR DISCUSSION OF
SHAREHOLDER PROPOSALS.—Except as provided in paragraph (2), the Commis-
sion may not compel an issuer to include in a proxy statement of the issuer—

“(A) any shareholder proposal; or
“(B) any discussion (either from the issuer or otherwise) related to a
shareholder proposal contained in the proxy statement.

“(4) RULE OF CONSTRUCTION RELATING TO STATE AUTHORITY.—Nothing in this
Act or any other securities law shall be construed to provide the Commission
the authority to preempt the State regulation of shareholder proposals or proxy
or consent solicitation materials.”.
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PURPOSE AND SUMMARY

Introduced on July 14, 2023, by Representative Ralph Norman,
H.R. 4655, the Businesses Over Activists Act, would prohibit the
Securities and Exchange Commission (SEC) from compelling the
inclusion or discussion of shareholder proposals and clarify that the
agency does not have the authority to override state regulation of
shareholder proposals or proxy materials.

BACKGROUND AND NEED FOR LEGISLATION

The SEC’s regulatory authority over proxy solicitations is limited
by the Securities Exchange Act of 1934 (“Exchange Act”). Section
14 of the Exchange Act empowers the SEC to prevent deceptive or
insufficient disclosures in proxy solicitations aimed at obtaining au-
thorization for corporate actions. Therefore, it lacks the authority
to mandate the inclusion of shareholder proposals in corporate
proxy statements. Any expansion of the SEC’s powers requires ex-
plicit congressional action, as exemplified by Dodd-Frank, which
granted the SEC the authority to mandate the inclusion of share-
holder nominees for the board in proxy statements. However, Con-
gres? has yet to take similar action concerning shareholder pro-
posals.

Outside the SEC’s limited authority, corporate governance falls
under state law. In states such as Delaware, shareholders have the
right to present proposals for shareholder voting during annual
meetings. State law does not compel companies to include these
proposals on their ballots.

The SEC’s practice of mandating the inclusion of particular
shareholder proposals on public company proxy ballots exceeds its
statutory authority. The federal government cannot force compa-
nies into discussions regarding politically motivated proposals and
mandate their subsidization of activist speech by publishing these
proposals in their proxy materials. H.R. 4655 would prevent the
SEC from compelling companies to include any shareholder pro-
posal on their proxy ballots, ensuring companies and their share-
holders from being forced to deliberate irrelevant and politically
motivated proposals.

HEARING

Pursuant to clause 3(c)(6) of rule XIII, the following hearing was
used to develop H.R. 4655: The Subcommittee on Capital Markets
of the Committee on Financial Services held a hearing on July 13,
2023, titled “Reforming the Proxy Process to Safeguard Investor In-
terests.”

The Subcommittee on Capital Markets of the Committee on Fi-
nancial Services held a hearing on July 18, 2023, titled “Oversight
of the SEC’s Division of Corporation Finance.”

COMMITTEE CONSIDERATION

The Committee on Financial Services met in open session on
July 27, 2023, and ordered H.R. 4655 to be reported favorably to
the House as amended by a recorded vote of 29 ayes to 21 nays
(Record vote FC-94), a quorum being present. Before the question
was called to order the bill favorably reported, the Committee



3

adopted an amendment in the nature of a substitute offered by Mr.
Norman by voice vote.

COMMITTEE VOTES

Clause 3(b) of rule XIII of the Rules of the House of Representa-
tives requires the Committee to list the record votes on the order
to report legislation and amendments thereto. H.R. 4655 was or-
dered reported favorably to the House as amended by a recorded

vote of 29 ayes to 21 nays (Record vote no. FC-94), a quorum being
present.
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Record vote no. FC- 94

Representative Yea Nay Present Representative Yea Nay Present
Mr. McHenry X _ _ Ms. Waters _ X _
Mr. Hill X . Mrs. Velazquez . X _
Mr. Lucas X . Mr. Sherman _ X _
M. Sessions X . Mr. Meeks _ X _
Mr. Posey X . Mr. Scott e
Mr. Luetkemeyer X . Mr. Lynch _ _
Mr. Huizenga X . Mr. Green - _
Mrs. Wagner X _ _ Mr. Cleaver _ _ _
Mr. Barr X . Mr. Himes _ X J—
Mr. Williams (TX) X . Mr. Foster _ X _
Mr. Emmer X - Mrs. Beatty _ X .
Mr. Loudermilk X . Mr. Vargas - X _
Mr. Mooney X . Mr. Gottheimer - X _
Mr. Davidson X - Mr. Gonzalez - X _
Mr. Rose X _ _ Mr. Casten - X _
Mr. Steil X _ _ Ms. Pressley o X _
Mr. Timmons X . Mr. Horsford . X .
Mr. Norman X . Ms. Tlaib _ X _
Mr. Meuser X . Mr. Torres _ X _
Mr. Fitzgerald X . Ms. Garcia . X _
Mr. Garbarino X . Ms. Williams (GA) _ X _
Mrs. Kim X o Mr. Nickel _ X _
Mr. Donalds X . Ms. Pettersen _ X _
M. Flood X .

Mr. Lawler X -

Mr. Nunn X .

Ms. De La Cruz X .

Mrs. Houchin X .

Mr. Ogles X -
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COMMITTEE OVERSIGHT FINDINGS

Pursuant to clause 3(c) of rule XIII of the Rules of the House of
Representatives, the findings and recommendations of the Com-
mittee, based on oversight activities under clause 2(b)(1) of rule X
of the Rules of the House of Representatives, are incorporated in
the descriptive portions of this report.

PERFORMANCE GOALS AND OBJECTIVES

Pursuant to clause 3(c)(4) of rule XIII of the Rules of the House
of Representatives, the goal of H.R. 4655 is to prohibit the SEC
from compelling the inclusion or discussion of shareholder pro-
posals and clarifies that the agency does not have the authority to
ovelrride state regulation of shareholder proposals or proxy mate-
rials.

CONGRESSIONAL BUDGET OFFICE ESTIMATES

Pursuant to clause 3(c)(3) of rule XIII of the Rules of the House
of Representatives, the following is the cost estimate provided by
the Congressional Budget Office pursuant to section 402 of the
Congressional Budget Act of 1974:

H.R. 4655, Businesses Over Activists Act
As ordered reported by the House Committee on Financial Services on July 27, 2023

By Fiscal Year, Millions of Dollars 2024 2024-2028 2024-2033
Direct Spending (Outlays) 0 0 0
Revenues 0 0 0
Increase or Decrease (-)

in the Deficit 0 0 0
Spending Subject Lo * * not estimated
Appropriation (Outlays)

Increases net direct spending in Statutory pay-as-you-go procedures apply? No
any of the four consecutive 10-year No .

periods beginning in 20347 Mandate Effects

Increases on-budget deficits in any Contains intergovernmental mandate? No
of the four consecutive 10-year No s
periods beginning in 20347 Contains private-sector mandate? y

~ Threshold

* = between -$500,000 and $500,000.

NEW BUDGET AUTHORITY, ENTITLEMENT AUTHORITY, AND TAX
EXPENDITURES

Pursuant to clause 3(c)(2) of rule XIII of the Rules of the House
of Representatives, the Committee adopts as its own the estimate
of new budget authority, entitlement authority, or tax expenditures
or revenues contained in the cost estimate prepared by the Director
of the Congressional Budget Office pursuant to section 402 of the
Congressional Budget Act of 1973.

FEDERAL MANDATES STATEMENT

Pursuant to section 423 of the Unfunded Mandates Reform Act,
the Committee adopts as its own the estimate of the Federal man-
dates prepared by the Director of the Congressional Budget Office.
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ADVISORY COMMITTEE STATEMENT

No advisory committees within the meaning of section 5(b) of the
Federal Advisory Committee Act were created by this legislation.

APPLICABILITY TO LEGISLATIVE BRANCH

The Committee finds that the legislation does not relate to the
terms and conditions of employment or access to public services or
accommodations within the meaning of section 102(b)(3) of the Con-
gressional Accountability Act.

EARMARK IDENTIFICATION

With respect to clause 9 of rule XXI of the Rules of the House
of Representatives, the Committee has carefully reviewed the pro-
visions of the bill and states that the provisions of the bill do not
contain any congressional earmarks, limited tax benefits, or limited
tariff benefits within the meaning of the rule.

DuUPLICATION OF FEDERAL PROGRAMS

Pursuant to clause 3(c)(5) of rule XIII of the Rules of the House
of Representatives, the Committee states that no provision of the
bill establishes or reauthorizes a program of the Federal Govern-
ment known to be duplicative of another Federal program, includ-
ing any program that was included in a report to Congress pursu-
ant to section 21 of the Public Law 111-139 or the most recent
Catalog of Federal Domestic Assistance.

SECTION-BY-SECTION ANALYSIS OF THE LEGISLATION

Section 1. Short title

Establishes the short title of the bill as the “Business Over Activ-
ists Act.”

Section 2. Limitation with respect to compelling the inclusion or dis-
cussion of shareholder proposals

Amends Section 14(a) of the Exchange Act to clarify that the
SEC cannot compel a company to include any shareholder proposal
or related discussion in their proxy statement, except as provided
in paragraph (2) of the Exchange Act. Additionally, the bill clarifies
that the SEC does not have the authority to preempt state regula-
tions regarding shareholder proposals or proxy and consent solicita-
tion materials under the Exchange Act or any other securities law.

CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED

In compliance with clause 3(e) of rule XIII of the Rules of the
House of Representatives, changes in existing law made by the bill,
as reported, are shown as follows (new matter is printed in italics,
and existing law in which no change is proposed is shown in
roman):
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SECURITIES EXCHANGE ACT OF 1934
TITLE I—REGULATION OF SECURITIES EXCHANGES

* * & * * * &

PROXIES

SEC. 14. (a)(1) It shall be unlawful for any person, by the use of
the mails or by any means or instrumentality of interstate com-
merce or of any facility of a national securities exchange or other-
wise, in contravention of such rules and regulations as the Com-
mission may prescribe as necessary or appropriate in the public in-
terest or for the protection of investors, to solicit or to permit the
use of his name to solicit any proxy or consent or authorization in
respect of any security (other than an exempted security) registered
pursuant to section 12 of this title.

(2) The rules and regulations prescribed by the Commission
under paragraph (1) may include—

(A) a requirement that a solicitation of proxy, consent, or au-
thorization by (or on behalf of) an issuer include a nominee
submitted by a shareholder to serve on the board of directors
of the issuer; and

(B) a requirement that an issuer follow a certain procedure
in relation to a solicitation described in subparagraph (A).

(3) LIMITATION WITH RESPECT TO COMPELLING INCLUSION OR
DISCUSSION OF SHAREHOLDER PROPOSALS.—Except as provided
in paragraph (2), the Commission may not compel an issuer to
include in a proxy statement of the issuer—

(A) any shareholder proposal; or

(B) any discussion (either from the issuer or otherwise)
related to a shareholder proposal contained in the proxy
statement.

(4) RULE OF CONSTRUCTION RELATING TO STATE AUTHORITY.—
Nothing in this Act or any other securities law shall be con-
strued to provide the Commission the authority to preempt the
State regulation of shareholder proposals or proxy or consent
solicitation materials.

(b)(1) It shall be unlawful for any member of a national securities
exchange, or any broker or dealer registered under this title, or any
bank, association, or other entity that exercises fiduciary powers,
in contravention of such rules and regulations as the Commission
may prescribe as necessary or appropriate in the public interest or
for the protection of investors, to give, or to refrain from giving a
proxy, consent, authorization, or information statement in respect
of any security registered pursuant to section 12 of this title, or any
security issued by an investment company registered under the In-
vestment Company Act of 1940, and carried for the account of a
customer.

(2) With respect to banks, the rules and regulations prescribed
by the Commission under paragraph (1) shall not require the dis-
closure of the names of beneficial owners of securities in an account
held by the bank on the date of enactment of this paragraph unless
the beneficial owner consents to the disclosure. The provisions of
this paragraph shall not apply in the case of a bank which the



8

Commission finds has not made a good faith effort to obtain such
consent from such beneficial owners.

(c) Unless proxies, consents, or authorizations in respect of a se-
curity registered pursuant to section 12 of this title, or a security
issued by an investment company registered under the Investment
Company Act of 1940, are solicited by or on behalf of the manage-
ment of the issuer from the holders of record of such security in
accordance with the rules and regulations prescribed under sub-
section (a) of this section, prior to any annual or other meeting of
the holders of such security, such issuer shall, in accordance with
rules and regulations prescribed by the Commission, file with the
Commission and transmit to all holders of record of such security
information substantially equivalent to the information which
would be required to be transmitted if a solicitation were made, but
no information shall be required to be filed or transmitted pursu-
ant to this subsection before July 1, 1964.

(d)(1) It shall be unlawful for any person, directly or indirectly,
by use of the mails or by any means or instrumentality of inter-
state commerce or of any facility of a national securities exchange
or otherwise, to make a tender offer for, or a request or invitation
for tenders of, any class of any equity security which is registered
pursuant to section 12 of this title, or any equity security of an in-
surance company which would have been required to be so reg-
istered except for the exemption contained in section 12(g)(2)(G) of
this title, or any equity security issued by a closed-end investment
company registered under the Investment Company Act of 1940, if,
after consummation thereof, such person would, directly or indi-
rectly, be the beneficial owner of more than 5 per centum of such
class, unless at the time copies of the offer or request or invitation
are first published or sent or given to security holders such person
has filed with the Commission a statement containing such of the
information specified in section 13(d) of this title, and such addi-
tional information as the Commission may by rules and regulations
prescribe as necessary or appropriate in the public interest or for
the protection of investors. All requests or invitations for tenders
or advertisements making a tender offer or requesting or inviting
tenders, of such a security shall be filed as a part of such statement
and shall contain such of the information contained in such state-
ment as the Commission may by rules and regulations prescribe.
Copies of any additional material soliciting or requesting such ten-
der offers subsequent to the initial solicitation or request shall con-
tain such information as the Commission may by rules and regula-
tions prescribe as necessary or appropriate in the public interest or
for the protection of investors, and shall be filed with the Commis-
sion not later than the time copies of such material are first pub-
lished or sent or given to security holders. Copies of all statements,
in the form in which such material is furnished to security holders
and the Commission, shall be sent to the issuer not later than the
date such material is first published or sent or given to any secu-
rity holders.

(2) When two or more persons act as a partnership, limited part-
nership, syndicate, or other group for the purpose of acquiring,
holding, or disposing of securities of an issuer, such syndicate or
group shall be deemed a “person” for purposes of this subsection.
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(3) In determining, for purposes of this subsection, any percent-
age of a class of any security, such class shall be deemed to consist
of the amount of the outstanding securities of such class, exclusive
of any securities of such class held by or for the account of the
issuer or a subsidiary of the issuer.

(4) Any solicitation or recommendation to the holders of such a
security to accept or reject a tender offer or request or invitation
for tenders shall be made in accordance with such rules and regu-
lations as the Commission may prescribe as necessary or appro-
priate in the public interest or for the protection of investors.

(5) Securities deposited pursuant to a tender offer or request or
invitation for tenders may be withdrawn by or on behalf of the de-
positor at any time until the expiration of seven days after the time
definitive copies of the offer or request or invitation are first pub-
lished or sent or given to security holders, and at any time after
sixty days from the date of the original tender offer or request or
invitation, except as the Commission may otherwise prescribe by
rules, regulations, or order as necessary or appropriate in the pub-
lic interest or for the protection of investors.

(6) Where any person makes a tender offer, or request or invita-
tion for tenders, for less than all the outstanding equity securities
of a class, and where a greater number of securities is deposited
pursuant thereto within ten days after copies of the offer or request
or invitation are first published or sent or given to security holders
than such person is bound or willing to take up and pay for, the
securities taken up shall be taken up as nearly as may be pro rata,
disregarding fractions, according to the number of securities depos-
ited by each depositor. The provisions of this subsection shall also
apply to securities deposited within ten days after notice of an in-
crease in the consideration offered to security holders, as described
in paragraph (7), is first published or sent or given to security hold-
ers.

(7) Where any person varies the terms of a tender offer or re-
quest or invitation for tenders before the expiration thereof by in-
creasing the consideration offered to holders of such securities,
such person shall pay the increased consideration to each security
holder whose securities are taken up and paid for pursuant to the
tender offer or request or invitation for tenders whether or not
such securities have been taken up by such person before the vari-
ation of the tender offer or request or invitation.

(8) The provisions of this subsection shall not apply to any offer
for, or request or invitation for tenders of, any security—

(A) if the acquisition of such security, together with all other
acquisitions by the same person of securities of the same class
during the preceding twelve months, would not exceed 2 per
centum of that class;

(B) by the issuer of such security; or

(C) which the Commission, by rules or regulations or by
order, shall exempt from the provisions of this subsection as
not entered into for the purpose of, and not having the effect
of, changing or influencing the control of the issuer or other-
wise as not comprehended within the purposes of this sub-
section.

(e) It shall be unlawful for any person to make any untrue state-
ment of a material fact or omit to state any material fact necessary
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in order to make the statements made, in the light of the cir-
cumstances under which they are made, not misleading, or to en-
gage in any fraudulent, deceptive, or manipulative acts or prac-
tices, in connection with any tender offer or request or invitation
for tenders, or any solicitation of security holders in opposition to
or in favor of any such offer, request, or invitation. The Commis-
sion shall, for the purposes of this subsection, by rules and regula-
tions define, and prescribe means reasonably designed to prevent,
such acts and practices as are fraudulent, deceptive, or manipula-
tive.

(f) If, pursuant to any arrangement or understanding with the
person or persons acquiring securities in a transaction subject to
subsection (d) of this section or subsection (d) of section 13 of this
title, any persons are to be elected or designated as directors of the
issuer, otherwise than at a meeting of security holders, and the
persons so elected or designated will constitute a majority of the di-
rectors of the issuer, then, prior to the time any such person takes
office as a director, and in accordance with rules and regulations
prescribed by the Commission, the issuer shall file with the Com-
mission, and transmit to all holders of record of securities of the
issuer who would be entitled to vote at a meeting for election of di-
rectors, information substantially equivalent to the information
which would be required by subsection (a) or (c) of this section to
be transmitted if such person or persons were nominees for election
as directors at a meeting of such security holders.

(g)(1)(A) At the time of filing such preliminary proxy solicitation
material as the Commission may require by rule pursuant to sub-
section (a) of this section that concerns an acquisition, merger, con-
solidation, or proposed sale or other disposition of substantially all
the assets of a company, the person making such filing, other than
a company registered under the Investment Company Act of 1940,
shall pay to the Commission the following fees:

(i) for preliminary proxy solicitation material involving an
acquisition, merger, or consolidation, if there is a proposed pay-
ment of cash or transfer of securities or property to share-
holders, a fee at a rate that, subject to paragraph (4), is equal
to $92 per $1,000,000 of such proposed payment, or of the
value of such securities or other property proposed to be trans-
ferred; and

(i) for preliminary proxy solicitation material involving a
proposed sale or other disposition of substantially all of the as-
sets of a company, a fee at a rate that, subject to paragraph
(4), is equal to $92 per $1,000,000 of the cash or of the value
of any securities or other property proposed to be received
upon such sale or disposition.

(B) The fee imposed under subparagraph (A) shall be reduced
with respect to securities in an amount equal to any fee paid to the
Commission with respect to such securities in connection with the
proposed transaction under section 6(b) of the Securities Act of
1933 (15 U.S.C. 77f(b)), or the fee paid under that section shall be
reduced in an amount equal to the fee paid to the Commission in
connection with such transaction under this subsection. Where two
or more companies involved in an acquisition, merger, consolida-
tion, sale, or other disposition of substantially all the assets of a
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company must file such proxy material with the Commission, each
shall pay a proportionate share of such fee.

(2) At the time of filing such preliminary information statement
as the Commission may require by rule pursuant to subsection (c)
of this section, the issuer shall pay to the Commission the same fee
as required for preliminary proxy solicitation material under para-
graph (1) of this subsection.

(3) At the time of filing such statement as the Commission may
require by rule pursuant to subsection (d)(1) of this section, the
person making the filing shall pay to the Commission a fee at a
rate that, subject to paragraph (4), is equal to $92 per $1,000,000
of the aggregate amount of cash or of the value of securities or
other property proposed to be offered. The fee shall be reduced with
respect to securities in an amount equal to any fee paid with re-
spect to such securities in connection with the proposed transaction
under section 6(b) of the Securities Act of 1933 (15 U.S.C. 77f(b)),
or the fee paid under that section shall be reduced in an amount
equal to the fee paid to the Commission in connection with such
transaction under this subsection.

(4) ANNUAL ADJUSTMENT.—For each fiscal year, the Commis-
sion shall by order adjust the rate required by paragraphs (1)
and (3) for such fiscal year to a rate that is equal to the rate
(expressed in dollars per million) that is applicable under sec-
tion 6(b) of the Securities Act of 1933 (15 U.S.C. 77f(b)) for
such fiscal year.

(5) FEE COLLECTION.—Fees collected pursuant to this sub-
section for fiscal year 2012 and each fiscal year thereafter shall
be deposited and credited as general revenue of the Treasury
and shall not be available for obligation.

(6) REVIEW; EFFECTIVE DATE; PUBLICATION.—In exercising its
authority under this subsection, the Commission shall not be
required to comply with the provisions of section 553 of title
5, United States Code. An adjusted rate prescribed under para-
graph (4) shall be published and take effect in accordance with
section 6(b) of the Securities Act of 1933 (15 U.S.C. 77f(b)).

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

(8) Notwithstanding any other provision of law, the Commission
may impose fees, charges, or prices for matters not involving any
acquisition, merger, consolidation, sale, or other disposition of as-
sets described in this subsection, as authorized by section 9701 of
title 31, United States Code, or otherwise.

(h) PrROXY SOLICITATIONS AND TENDER OFFERS IN CONNECTION
WITH LIMITED PARTNERSHIP ROLLUP TRANSACTIONS.—

(1) PROXY RULES TO CONTAIN SPECIAL PROVISIONS.—It shall
be unlawful for any person to solicit any proxy, consent, or au-
thorization concerning a limited partnership rollup transaction,
or to make any tender offer in furtherance of a limited partner-
ship rollup transaction, unless such transaction is conducted in
accordance with rules prescribed by the Commission under
subsections (a) and (d) as required by this subsection. Such
rules shall—

(A) permit any holder of a security that is the subject of
the proposed limited partnership rollup transaction to en-
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gage in preliminary communications for the purpose of de-
termining whether to solicit proxies, consents, or author-
izations in opposition to the proposed limited partnership
rollup transaction, without regard to whether any such
communication would otherwise be considered a solicita-
tion of proxies, and without being required to file soliciting
material with the Commission prior to making that deter-
mination, except that—

(i) nothing in this subparagraph shall be construed
to limit the application of any provision of this title
prohibiting, or reasonably designed to prevent, fraudu-
lent, deceptive, or manipulative acts or practices under
this title; and

(i) any holder of not less than 5 percent of the out-
standing securities that are the subject of the pro-
posed limited partnership rollup transaction who en-
gages in the business of buying and selling limited
partnership interests in the secondary market shall be
required to disclose such ownership interests and any
potential conflicts of interests in such preliminary
communications;

(B) require the issuer to provide to holders of the securi-
ties that are the subject of the limited partnership rollup
transaction such list of the holders of the issuer’s securi-
ties as the Commission may determine in such form and
subject to such terms and conditions as the Commission
may specify;

(C) prohibit compensating any person soliciting proxies,
consents, or authorizations directly from security holders
concerning such a limited partnership rollup transaction—

(i) on the basis of whether the solicited proxy, con-
sent, or authorization either approves or disapproves
the proposed limited partnership rollup transaction; or

(i1) contingent on the approval, disapproval, or com-
pletion of the limited partnership rollup transaction;

(D) set forth disclosure requirements for soliciting mate-
rial distributed in connection with a limited partnership
rollup transaction, including requirements for clear, con-
cise, and comprehensible disclosure with respect to—

(i) any changes in the business plan, voting rights,
form of ownership interest, or the compensation of the
general partner in the proposed limited partnership
rollup transaction from each of the original limited
partnerships;

(i) the conflicts of interest, if any, of the general
partner;

(iii) whether it is expected that there will be a sig-
nificant difference between the exchange values of the
limited partnerships and the trading price of the secu-
rities to be issued in the limited partnership rollup
transaction;

(iv) the valuation of the limited partnerships and
the method used to determine the value of the inter-
ests of the limited partners to be exchanged for the se-
curities in the limited partnership rollup transaction;
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(v) the differing risks and effects of the limited part-
nership rollup transaction for investors in different
limited partnerships proposed to be included, and the
risks and effects of completing the limited partnership
rollup transaction with less than all limited partner-
ships;

(vi) the statement by the general partner required
under subparagraph (E);

(vii) such other matters deemed necessary or appro-
priate by the Commission;

(E) require a statement by the general partner as to
whether the proposed limited partnership rollup trans-
action is fair or unfair to investors in each limited partner-
ship, a discussion of the basis for that conclusion, and an
evaluation and a description by the general partner of al-
ternatives to the limited partnership rollup transaction,
such as liquidation;

(F) provide that, if the general partner or sponsor has
obtained any opinion (other than an opinion of counsel),
appraisal, or report that is prepared by an outside party
and that is materially related to the limited partnership
rollup transaction, such soliciting materials shall contain
or be accompanied by clear, concise, and comprehensible
disclosure with respect to—

(i) the analysis of the transaction, scope of review,
preparation of the opinion, and basis for and methods
of arriving at conclusions, and any representations
and undertakings with respect thereto;

(ii) the identity and qualifications of the person who
prepared the opinion, the method of selection of such
person, and any material past, existing, or con-
templated relationships between the person or any of
its affiliates and the general partner, sponsor, suc-
cessor, or any other affiliate;

(iii) any compensation of the preparer of such opin-
ion, appraisal, or report that is contingent on the
transaction’s approval or completion; and

(iv) any limitations imposed by the issuer on the ac-
cess afforded to such preparer to the issuer’s per-
sonnel, premises, and relevant books and records;

(G) provide that, if the general partner or sponsor has
obtained any opinion, appraisal, or report as described in
subparagraph (F) from any person whose compensation is
contingent on the transaction’s approval or completion or
who has not been given access by the issuer to its per-
sonnel and premises and relevant books and records, the
general partner or sponsor shall state the reasons therefor;

(H) provide that, if the general partner or sponsor has
not obtained any opinion on the fairness of the proposed
limited partnership rollup transaction to investors in each
of the affected partnerships, such soliciting materials shall
contain or be accompanied by a statement of such part-
ner’s or sponsor’s reasons for concluding that such an opin-
ion is not necessary in order to permit the limited partners
to make an informed decision on the proposed transaction;
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(I) require that the soliciting material include a clear,
concise, and comprehensible summary of the limited part-
nership rollup transaction (including a summary of the
matters referred to in clauses (i) through (vii) of subpara-
graph (D) and a summary of the matter referred to in sub-
paragraphs (F), (G), and (H)), with the risks of the limited
partnership rollup transaction set forth prominently in the
fore part thereof;

(J) provide that any solicitation or offering period with
respect to any proxy solicitation, tender offer, or informa-
tion statement in a limited partnership rollup transaction
shall be for not less than the lesser of 60 calendar days or
the maximum number of days permitted under applicable
State law; and

(K) contain such other provisions as the Commission de-
termines to be necessary or appropriate for the protection
of investors in limited partnership rollup transactions.

(2) EXEMPTIONS.—The Commission may, consistent with the
public interest, the protection of investors, and the purposes of
this title, exempt by rule or order any security or class of secu-
rities, any transaction or class of transactions, or any person
or class of persons, in whole or in part, conditionally or uncon-
ditionally, from the requirements imposed pursuant to para-
graph (1) or from the definition contained in paragraph (4).

(3) EFFECT ON COMMISSION AUTHORITY.—Nothing in this sub-
section limits the authority of the Commission under sub-
section (a) or (d) or any other provision of this title or pre-
cludes the Commission from imposing, under subsection (a) or
(d) or any other provision of this title, a remedy or procedure
required to be imposed under this subsection.

(4) DEFINITION OF LIMITED PARTNERSHIP ROLLUP TRANS-
ACTION.—Except as provided in paragraph (5), as used in this
subsection, the term “limited partnership rollup transaction”
means a transaction involving the combination or reorganiza-
tion of one or more limited partnerships, directly or indirectly,
in which—

(A) some or all of the investors in any of such limited
partnerships will receive new securities, or securities in
another entity, that will be reported under a transaction
reporting plan declared effective before the date of enact-
ment of this subsection by the Commission under section
11A;

(B) any of the investors’ limited partnership securities
are not, as of the date of filing, reported under a trans-
action reporting plan declared effective before the date of
enactment of this subsection by the Commission under sec-
tion 11A;

(C) investors in any of the limited partnerships involved
in the transaction are subject to a significant adverse
change with respect to voting rights, the term of existence
of the entity, management compensation, or investment
objectives; and

(D) any of such investors are not provided an option to
receive or retain a security under substantially the same
terms and conditions as the original issue.
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(5) EXCLUSIONS FROM DEFINITION.—Notwithstanding para-
graph (4), the term “limited partnership rollup transaction”
does not include—

(A) a transaction that involves only a limited partner-
ship or partnerships having an operating policy or practice
of retaining cash available for distribution and reinvesting
proceeds from the sale, financing, or refinancing of assets
in accordance with such criteria as the Commission deter-
mines appropriate;

(B) a transaction involving only limited partnerships
wherein the interests of the limited partners are repur-
chased, recalled, or exchanged in accordance with the
terms of the preexisting limited partnership agreements
for securities in an operating company specifically identi-
fied at the time of the formation of the original limited
partnership;

(C) a transaction in which the securities to be issued or
exchanged are not required to be and are not registered
under the Securities Act of 1933;

(D) a transaction that involves only issuers that are not
required to register or report under section 12, both before
and after the transaction;

(E) a transaction, except as the Commission may other-
wise provide by rule for the protection of investors, involv-
ing the combination or reorganization of one or more lim-
ited partnerships in which a non-affiliated party succeeds
to the interests of a general partner or sponsor, if—

(i) such action is approved by not less than 6625 per-
cent of the outstanding units of each of the partici-
pating limited partnerships; and

(i) as a result of the transaction, the existing gen-
eral partners will receive only compensation to which
they are entitled as expressly provided for in the pre-
existing limited partnership agreements; or

(F) a transaction, except as the Commission may other-
wise provide by rule for the protection of investors, in
which the securities offered to investors are securities of
another entity that are reported under a transaction re-
porting plan declared effective before the date of enact-
mezlt fgf this subsection by the Commission under section
11A, if—

(i) such other entity was formed, and such class of
securities was reported and regularly traded, not less
than 12 months before the date on which soliciting
material is mailed to investors; and

(ii) the securities of that entity issued to investors in
the transaction do not exceed 20 percent of the total
outstanding securities of the entity, exclusive of any
securities of such class held by or for the account of
the entity or a subsidiary of the entity.

(i) D1sCLOSURE OF PAY VERSUS PERFORMANCE.—The Commission
shall, by rule, require each issuer to disclose in any proxy or con-
sent solicitation material for an annual meeting of the shareholders
of the issuer a clear description of any compensation required to be
disclosed by the issuer under section 229.402 of title 17, Code of
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Federal Regulations (or any successor thereto), including, for any
issuer other than an emerging growth company, information that
shows the relationship between executive compensation actually
paid and the financial performance of the issuer, taking into ac-
count any change in the value of the shares of stock and dividends
of the issuer and any distributions. The disclosure under this sub-
section may include a graphic representation of the information re-
quired to be disclosed.

(j) D1SCLOSURE OF HEDGING BY EMPLOYEES AND DIRECTORS.—
The Commission shall, by rule, require each issuer to disclose in
any proxy or consent solicitation material for an annual meeting of
the shareholders of the issuer whether any employee or member of
the board of directors of the issuer, or any designee of such em-
ployee or member, is permitted to purchase financial instruments
(including prepaid variable forward contracts, equity swaps, collars,
and exchange funds) that are designed to hedge or offset any de-
crease in the market value of equity securities—

(1) granted to the employee or member of the board of direc-
tors by the issuer as part of the compensation of the employee
or member of the board of directors; or

(2) held, directly or indirectly, by the employee or member of
the board of directors.

(k) DATA STANDARDS FOR PROXY AND CONSENT SOLICITATION MA-
TERIALS.—

(1) REQUIREMENT.—The Commission shall, by rule, adopt
data standards for all information contained in any proxy or
consent solicitation material prepared by an issuer for an an-
nual meeting of the shareholders of the issuer, except that the
Commission may exempt exhibits, signatures, and -certifi-
cations from those data standards.

(2) CONSISTENCY.—The data standards required under para-
graph (1) shall incorporate, and ensure compatibility with (to
the extent feasible), all applicable data standards established
in the rules promulgated under section 124 of the Financial
Stability Act of 2010, including, to the extent practicable, by
having the characteristics described in clauses (i) through (vi)
of subsection (c)(1)(B) of such section 124.

* * * & * * *



MINORITY VIEWS

This rule effectively disenfranchises shareholders, crippling their
ability influence decision making by corporations that they own.
Specifically, SEC Rule 14a—8 (the “shareholder proposal rule”) stip-
ulates that a company must include a shareholder proposal in the
company’s proxy materials unless the proposal falls under any one
of several bases for exclusion.! This bill would effectively remove
this rule from existence, preventing shareholders from being able
to raise important issues at a company’s annual meeting. Promul-
gated over 80 years ago, the shareholder proposal rule is grounded
in the recognition that a company’s annual meeting is a crucial
forum for companies to provide transparency on certain important
issues and for investors to raise matters, electy directors and ad-
vise the board and management on significant issues facing the
company.

This bill is part of the Republican war against “woke capitalism.”
It is an attempt to stifle shareholder proposals that push compa-
nies to be more diverse, more inclusive, better managed, and more
concerned about their impact on our climate. These are all issues
that research has demonstrated have a significant impact on a
company’s profitability. For example, corporations that are actively
managing and planning for climate change—which includes pro-
viding public climate—related disclosures—secure an 18% higher
return on investment than companies that aren’t—and 67% higher
than companies who refuse to disclose their emissions.2 Further-
more, research shows that diverse boards lead to improved finan-
cial results; indeed, companies with the highest percentages of
women board directors outperformed those with the least by 53%
when it comes to return on equity.? Shareholders should be able to
hold the companies they own accountable for these critical issues
that affect the return on their investments.

Many groups are opposed to H.R. 4656. According to Americans
for Financial Reform, the bill would “insulate ’the management of
public companies from investor input and accountability.”* Simi-
larly, the AFL-CIO stated that the bill “if adopted . . . will dis-
enfranchise shareholders from the ability to hold corporate CEOs
accountable on ESG issues.”® Other groups opposed to the bill in-
clude (but are not limited to): Better Markets, US SIF, the Inter-
faith Center on Corporate Responsibility, Ceres, OUT Leadership,
the US Impact Investing Alliance, the Shareholder Rights Group,

1Skadden, SEC Proposes Amendments to the Shareholder Proposal Rules (Jul. 2022).

2The Guardian, “Sustainable corporations perform better financially, report finds” (accessed
Sep. 25, 2023).

3 BoardReady, Lessons from the Pandemic: Board Diversity and Performance, (Jul. 13. 2021).

4 Americans for Financial Reform, Dangerous Crypto and Accountability Bills Clear Congres-
sional Committees Despite Major Objections from Consumer Advocacy Groups. Labor Unions and
More (Jul. 28, 2023).

5 AFL—CIO, Letter Opposing Legislation That Would Interfere with the SEC’s Mandate to Pro-
tect Investors (Aug. 16, 2023).
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Green America, PRI, the Family Farm Defenders, Food and Water
Watch, the Institute for Agriculture and Trade Policy, and the

Union for Concerned Scientists.

For these reasons, the minority opposes H.R. 4655.

Sincerely,

MAXINE WATERS,

Ranking Member, Committee
on Financial Services.

NyDpIA M. VELAZQUEZ,

GREGORY W. MEEKS,

STEPHEN F. LYNCH,

EMANUEL CLEAVER II,

BRAD SHERMAN,

DAVID SCOTT,

AL GREEN,

JIM HIMES,

BILL FOSTER,

JUAN VARGAS,

SEAN CASTEN,

RASHIDA TLAIB,

NIKEMA WILLIAMS,

JOYCE BEATTY,

VICENTE GONZALEZ,

AYANNA PRESSLEY,

SYLVIA R. GARCIA,

BRITTANY PETTERSEN,
Members of Congress.
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