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(b) SEC.—The Commission shall consult with the Board of
Governors—

(1) prior to exercising its authorities under sections
3C(@)2)(C), 3C(a)(3)A), 3C@)(3)(C), 3Ca)dA), and
3C(a)(4)(B) of the Securities Exchange Act of 1934, as amended
by the Wall Street Transparency and Accountability Act of
2010;

(2) with respect to any proposed rule change of a clearing
agency for which an extension of the time for review has been
designated under section 19(b)(2) of the Securities Exchange Act
of 1934; and

(3) prior to exercising its rulemaking authorities under sec-
tion 13(n) of the Securities Exchange Act of 1934, as added by
section 763(i) of the Wall Street Transparency and Account-
ability Act of 2010.

SEC. 813. COMMON FRAMEWORK FOR DESIGNATED CLEARING ENTITY
RISK MANAGEMENT.

The Commodity Futures Trading Commission and the Commis-
sion shall coordinate with the Board of Governors to jointly develop
risk management supervision programs for designated clearing enti-
ties. Not later than 1 year after the date of enactment of this Act,
the Commodity Futures Trading Commission, the Commission, and
the Board of Governors shall submit a joint report to the Committee
on Banking, Housing, and Urban Affairs and the Committee on Ag-
riculture, Nutrition, and Forestry of the Senate, and the Committee
on Financial Services and the Committee on Agriculture of the
House of Representatives recommendations for—

(1) improving consistency in the designated clearing entity
oversight programs of the Commission and the Commodity Fu-
tures Trading Commission;

(2) promoting robust risk management by designated clear-
ing entities;

(3) promoting robust risk management oversight by regu-
lators of designated clearing entities; and

(4) improving regulators’ ability to monitor the potential ef-
fects of designated clearing entity risk management on the sta-
bility of the financial system of the United States.

SEC. 814. EFFECTIVE DATE.
This title is effective as of the date of enactment of this Act.

TITLE IX—INVESTOR PROTECTIONS AND
IMPROVEMENTS TO THE REGULATION OF SECURITIES

SEC. 901. SHORT TITLE.

This title may be cited as the “Investor Protection and Securi-
ties Reform Act of 2010”.

Subtitle A—Increasing Investor Protection

SEC. 911. INVESTOR ADVISORY COMMITTEE ESTABLISHED.

Title I of the Securities Exchange Act of 1934 (15 U.S.C. 78a
et seq.) is amended by adding at the end the following:
“SEC. 39. INVESTOR ADVISORY COMMITTEE.

“(a) ESTABLISHMENT AND PURPOSE.—
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“(1) ESTABLISHMENT.—There is established within the
Commission the Investor Advisory Committee (referred to in
this section as the ‘Committee’).

“(2) PURPOSE.—The Committee shall—

“(A) advise and consult with the Commission on—

“(i) regulatory priorities of the Commission;

“(ii) issues relating to the regulation of securities
products, trading strategies, and fee structures, and the
effectiveness of disclosure;

“(iti) initiatives to protect investor interest; and

“(iv) initiatives to promote investor confidence and
the integrity of the securities marketplace; and
“(B) submit to the Commission such findings and rec-

ommendations as the Committee determines are appro-

priate, including recommendations for proposed legislative
changes.
“(b) MEMBERSHIP.—

“(1) IN GENERAL.—The members of the Committee shall
be—

“(A) the Investor Advocate;

“(B) a representative of State securities commissions;

“(C) a representative of the interests of senior citizens;
and

“(D) not fewer than 10, and not more than 20, members
appointed by the Commission, from among individuals
who—

“(i) represent the interests of individual equity and

debt investors, including investors in mutual funds;

“(ii) represent the interests of institutional inves-
tors, including the interests of pension funds and reg-
istered investment companies;

“(iti) are knowledgeable about investment issues
and decisions; and

“(iv) have reputations of integrity.

“(2) TERM.—Each member of the Committee appointed
under paragraph (1)(B) shall serve for a term of 4 years.

“(3) MEMBERS NOT COMMISSION EMPLOYEES.—Members ap-
pointed under paragraph (1)(B) shall not be deemed to be em-
ployees or agents of the Commission solely because of member-
ship on the Committee.

“(c) CHAIRMAN; VICE CHAIRMAN; SECRETARY; ASSISTANT SEC-
RETARY.—

“(1) IN GENERAL.—The members of the Committee shall
elect, from among the members of the Committee—

“(A) a chairman, who may not be employed by an
issuer;

“(B) a vice chairman, who may not be employed by an
issuer;

“(C) a secretary; and

“(D) an assistant secretary.

“(2) TERM.—Each member elected under paragraph (1)
shall serve for a term of 3 years in the capacity for which the
member was elected under paragraph (1).

“(d) MEETINGS.—
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“(1) FREQUENCY OF MEETINGS.—The Committee shall
meet—

“(A) not less frequently than twice annually, at the call
of the chairman of the Committee; and
“(B) from time to time, at the call of the Commission.

“(2) NoTICE.—The chairman of the Committee shall give
the members of the Committee written notice of each meeting,
not later than 2 weeks before the date of the meeting.

“(e) COMPENSATION AND TRAVEL EXPENSES.—Each member of
ti}Lle l?ommittee who is not a full-time employee of the United States
shall—

“(1) be entitled to receive compensation at a rate not to ex-
ceed the daily equivalent of the annual rate of basic pay in ef-
fect for a position at level V of the Executive Schedule under
section 5316 of title 5, United States Code, for each day during
which the member is engaged in the actual performance of the
duties of the Committee; and

“(2) while away from the home or regular place of business
of the member in the performance of services for the Committee,
be allowed travel expenses, including per diem in lieu of sub-
sistence, in the same manner as persons employed intermit-
tently in the Government service are allowed expenses under
section 5703(b) of title 5, United States Code.

“(f) STAFF.—The Commission shall make available to the Com-
mittee such staff as the chairman of the Committee determines are
necessary to carry out this section.

“(g) REVIEW BY COMMISSION.—The Commission shall—

“(1) review the findings and recommendations of the Com-
mittee; and

“(2) each time the Committee submits a finding or rec-
ommendation to the Commission, promptly issue a public state-
ment—

“(A) assessing the finding or recommendation of the

Committee; and

“(B) disclosing the action, if any, the Commission in-
tends to take with respect to the finding or recommenda-
tion.

“th) CoMMITTEE FINDINGS.—Nothing in this section shall re-
quire the Commission to agree to or act upon any finding or rec-
ommendation of the Committee.

“(1) FEDERAL ADVISORY COMMITTEE ACT.—The Federal Aduvi-
sory Committee Act (5 U.S.C. App.) shall not apply with respect to
the Committee and its activities.

“(J) AUTHORIZATION OF APPROPRIATIONS.—There is authorized
to be appropriated to the Commission such sums as are necessary
to carry out this section.”.

SEC. 912. CLARIFICATION OF AUTHORITY OF THE COMMISSION TO EN-
GAGE IN INVESTOR TESTING.

Section 19 of the Securities Act of 1933 (15 U.S.C. 77s) is
amended by adding at the end the following:

“(e) EVALUATION OF RULES OR PROGRAMS.—For the purpose of
evaluating any rule or program of the Commission issued or carried
out under any provision of the securities laws, as defined in section
3 of the Securities Exchange Act of 1934 (15 U.S.C. 78¢), and the
purposes of considering, proposing, adopting, or engaging in any
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such rule or program or developing new rules or programs, the
Commission may—

“(1) gather information from and communicate with inves-
tors or other members of the public;

“(2) engage in such temporary investor testing programs as
the Commission determines are in the public interest or would
protect investors; and

“(3) consult with academics and consultants, as necessary
to carry out this subsection.

“f)y RULE oF CONSTRUCTION.—For purposes of the Paperwork
Reduction Act (44 U.S.C. 3501 et seq.), any action taken under sub-
section (e) shall not be construed to be a collection of information.”.
SEC. 913. STUDY AND RULEMAKING REGARDING OBLIGATIONS OF

BROKERS, DEALERS, AND INVESTMENT ADVISERS.

(a) DEFINITION.—For purposes of this section, the term “retail
customer” means a natural person, or the legal representative of
such natural person, who—

(1) receives personalized investment advice about securities
from a broker or dealer or investment adviser; and

(2) uses such advice primarily for personal, family, or
household purposes.

(b) StuDY.—The Commission shall conduct a study to evalu-
ate—

(1) the effectiveness of existing legal or regulatory stand-
ards of care for brokers, dealers, investment advisers, persons
associated with brokers or dealers, and persons associated with
investment advisers for providing personalized investment ad-
vice and recommendations about securities to retail customers
imposed by the Commission and a national securities associa-
tion, and other Federal and State legal or regulatory standards;
and

(2) whether there are legal or regulatory gaps, short-
comings, or overlaps in legal or regulatory standards in the
protection of retail customers relating to the standards of care
for brokers, dealers, investment advisers, persons associated
with brokers or dealers, and persons associated with investment
advisers for providing personalized investment advice about se-
curities to retail customers that should be addressed by rule or
statute.

(¢) CONSIDERATIONS.—In conducting the study required under
subsection (b), the Commission shall consider—

(1) the effectiveness of existing legal or regulatory stand-
ards of care for brokers, dealers, investment advisers, persons
associated with brokers or dealers, and persons associated with
investment advisers for providing personalized investment ad-
vice and recommendations about securities to retail customers
imposed by the Commission and a national securities associa-
tion, and other Federal and State legal or regulatory standards;

(2) whether there are legal or regulatory gaps, short-
comings, or overlaps in legal or regulatory standards in the
protection of retail customers relating to the standards of care
for brokers, dealers, investment advisers, persons associated
with brokers or dealers, and persons associated with investment
aduvisers for providing personalized investment advice about se-
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curities to retail customers that should be addressed by rule or
statute;

(3) whether retail customers understand that there are dif-
ferent standards of care applicable to brokers, dealers, invest-
ment advisers, persons associated with brokers or dealers, and
persons associated with investment advisers in the provision of
personalized investment advice about securities to retail cus-
tomers;

(4) whether the existence of different standards of care ap-
plicable to brokers, dealers, investment advisers, persons associ-
ated with brokers or dealers, and persons associated with in-
vestment advisers is a source of confusion for retail customers
regarding the quality of personalized investment advice that re-
tail customers receive;

(5) the regulatory, examination, and enforcement resources
devoted to, and activities of, the Commission, the States, and a
national securities association to enforce the standards of care
for brokers, dealers, investment advisers, persons associated
with brokers or dealers, and persons associated with investment
advisers when providing personalized investment advice and
recommendations about securities to retail customers, includ-
ing—

(A) the effectiveness of the examinations of brokers,
dealers, and investment advisers in determining compli-
ance with regulations;

(B) the frequency of the examinations; and

(C) the length of time of the examinations;

(6) the substantive differences in the regulation of brokers,
dealers, and investment advisers, when providing personalized
investment advice and recommendations about securities to re-
tail customers;

(7) the specific instances related to the provision of person-
alized investment advice about securities in which—

(A) the regulation and oversight of investment advisers
provide greater protection to retail customers than the regu-
lation and oversight of brokers and dealers; and

(B) the regulation and oversight of brokers and dealers
provide greater protection to retail customers than the regu-
lation and oversight of investment advisers;

(8) the existing legal or regulatory standards of State secu-
rities regulators and other regulators intended to protect retail
customers;

(9) the potential impact on retail customers, including the
potential impact on access of retail customers to the range of
products and services offered by brokers and dealers, of impos-
ing upon brokers, dealers, and persons associated with brokers
or dealers—

(A) the standard of care applied under the Investment
Advisers Act of 1940 (15 U.S.C. 80b—1 et seq.) for providing
personalized investment advice about securities to retail
customers of investment advisers, as interpreted by the
Commission and the courts; and

(B) other requirements of the Investment Advisers Act
of 1940 (15 U.S.C. 80b-1 et seq.);
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(10) the potential impact of eliminating the broker and
dealer exclusion from the definition of “investment adviser”
under section 202(a)(11)(C) of the Investment Advisers Act of
1940 (15 U.S.C. 80b-2(a)(11)(C)), in terms of—

(A) the impact and potential benefits and harm to re-
tail customers that could result from such a change, includ-
ing any potential impact on access to personalized invest-
ment advice and recommendations about securities to retail
customers or the availability of such advice and rec-
ommendations;

(B) the number of additional entities and individuals
that would be required to register under, or become subject
to, the Investment Advisers Act of 1940 (15 U.S.C. 80b-1 et
seq.), and the additional requirements to which brokers,
dealers, and persons associated with brokers and dealers
would become subject, including—

(i) any potential additional associated person li-
cerging, registration, and examination requirements;
an

(it) the additional costs, if any, to the additional
entities and individuals; and
(C) the impact on Commission and State resources to—

(i) conduct examinations of registered investment
advisers and the representatives of registered inuvest-
ment advisers, including the impact on the examina-
tion cycle; and

(i1) enforce the standard of care and other applica-
ble requirements imposed under the Investment Aduvis-
ers Act of 1940 (15 U.S.C. 80b-1 et seq.);

(11) the varying level of services provided by brokers, deal-
ers, investment advisers, persons associated with brokers or
dealers, and persons associated with investment advisers to re-
tail customers and the varying scope and terms of retail cus-
tomer relationships of brokers, dealers, investment advisers,
persons associated with brokers or dealers, and persons associ-
ated with investment advisers with such retail customers;

(12) the potential impact upon retail customers that could
result from potential changes in the regulatory requirements or
legal standards of care affecting brokers, dealers, investment
aduvisers, persons associated with brokers or dealers, and per-
sons associated with investment advisers relating to their obli-
gations to retail customers regarding the provision of invest-
ment advice, including any potential impact on—

(A) protection from fraud;

(B) access to personalized investment advice, and rec-
ommendations about securities to retail customers; or

(C) the availability of such advice and recommenda-
tions;

(13) the potential additional costs and expenses to—

(A) retail customers regarding and the potential impact
on the profitability of their investment decisions; and

(B) brokers, dealers, and investment advisers resulting
from potential changes in the regulatory requirements or
legal standards affecting brokers, dealers, investment ad-
visers, persons associated with brokers or dealers, and per-
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sons associated with investment advisers relating to their

obligations, including duty of care, to retail customers; and

(14) any other consideration that the Commission considers
necessary and appropriate in determining whether to conduct a
rulemaking under subsection (f).

(d) REPORT.—

(1) IN GENERAL.—Not later than 6 months after the date of
enactment of this Act, the Commission shall submit a report on
the study required under subsection (b) to—

(A) the Committee on Banking, Housing, and Urban
Affairs of the Senate; and

(B) the Committee on Financial Services of the House
of Representatives.

(2) CONTENT REQUIREMENTS.—The report required under
paragraph (1) shall describe the findings, conclusions, and rec-
ommendations of the Commission from the study required
under subsection (b), including—

(A) a description of the considerations, analysis, and
public and industry input that the Commission considered,
as required under subsection (b), to make such findings,
conclusions, and policy recommendations; and

(B) an analysis of whether any identified legal or regu-
latory gaps, shortcomings, or overlap in legal or regulatory
standards in the protection of retail customers relating to
the standards of care for brokers, dealers, investment advis-
ers, persons associated with brokers or dealers, and persons
associated with investment advisers for providing personal-
ized investment advice about securities to retail customers.

(e) PuBLic COMMENT.—The Commission shall seek and con-
sider public input, comments, and data in order to prepare the re-
port required under subsection (d).

(f) RULEMAKING.—The Commission may commence a rule-
making, as necessary or appropriate in the public interest and for
the protection of retail customers (and such other customers as the
Commission may by rule provide), to address the legal or regulatory
standards of care for brokers, dealers, investment advisers, persons
associated with brokers or dealers, and persons associated with in-
vestment advisers for providing personalized investment advice
about securities to such retail customers. The Commission shall con-
sider the findings conclusions, and recommendations of the study
required under subsection (b).

(g) AUTHORITY TO ESTABLISH A FIDUCIARY DUTY FOR BROKERS
AND DEALERS.—

(1) SECURITIES EXCHANGE ACT OF 1934.—Section 15 of the
Securities Exchange Act of 1934 (15 U.S.C. 780) is amended by
adding at the end the following:

“(k) STANDARD OF CONDUCT.—

“(1) IN GENERAL.—Notwithstanding any other provision of
this Act or the Investment Advisers Act of 1940, the Commis-
sion may promulgate rules to provide that, with respect to a
broker or dealer, when providing personalized investment ad-
vice about securities to a retail customer (and such other cus-
tomers as the Commission may by rule provide), the standard
of conduct for such broker or dealer with respect to such cus-
tomer shall be the same as the standard of conduct applicable
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to an investment adviser under section 211 of the Investment
Advisers Act of 1940. The receipt of compensation based on
commission or other standard compensation for the sale of secu-
rities shall not, in and of itself, be considered a violation of
such standard applied to a broker or dealer. Nothing in this
section shall require a broker or dealer or registered representa-
tive to have a continuing duty of care or loyalty to the customer
after providing personalized investment advice about securities.

“(2) DISCLOSURE OF RANGE OF PRODUCTS OFFERED.—Where
a broker or dealer sells only proprietary or other limited range
of products, as determined by the Commission, the Commission
may by rule require that such broker or dealer provide notice
to each retail customer and obtain the consent or acknowledg-
ment of the customer. The sale of only proprietary or other lim-
ited range of products by a broker or dealer shall not, in and
of itself, be considered a violation of the standard set forth in
paragraph (1).

“(1) OTHER MATTERS.—The Commission shall—

“(1) facilitate the provision of simple and clear disclosures
to investors regarding the terms of their relationships with bro-
kers, dealers, and investment advisers, including any material
conflicts of interest; and

“(2) examine and, where appropriate, promulgate rules pro-
hibiting or restricting certain sales practices, conflicts of inter-
est, and compensation schemes for brokers, dealers, and invest-
ment advisers that the Commission deems contrary to the pub-
lic interest and the protection of investors.”.

(2) INVESTMENT ADVISERS ACT OF 1940.—Section 211 of the
Investment Advisers Act of 1940 is further amended by adding
at the end the following new subsections:

“(g) STANDARD OF CONDUCT.—

“(1) IN GENERAL.—The Commission may promulgate rules
to provide that the standard of conduct for all brokers, dealers,
and investment advisers, when providing personalized invest-
ment advice about securities to retail customers (and such other
customers as the Commission may by rule provide), shall be to
act in the best interest of the customer without regard to the fi-
nancial or other interest of the broker, dealer, or investment ad-
viser providing the advice. In accordance with such rules, any
material conflicts of interest shall be disclosed and may be con-
sented to by the customer. Such rules shall provide that such
standard of conduct shall be no less stringent than the stand-
ard applicable to investment advisers under sections 206(1) and
(2) of this Act when providing personalized investment advice
about securities, except the Commission shall not ascribe a
meaning to the term ‘customer’ that would include an investor
in a private fund managed by an investment adviser, where
such private fund has entered into an advisory contract with
such adviser. The receipt of compensation based on commission
or fees shall not, in and of itself, be considered a violation of
such standard applied to a broker, dealer, or investment ad-
viser.

“(2) RETAIL CUSTOMER DEFINED.—For purposes of this sub-
section, the term ‘retail customer’ means a natural person, or
the legal representative of such natural person, who—
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“(A) receives personalized investment advice about se-
curities from a broker, dealer, or investment adviser; and

“(B) uses such advice primarily for personal, family, or
household purposes.

“th) OTHER MATTERS.—The Commission shall—

“(1) facilitate the provision of simple and clear disclosures
to investors regarding the terms of their relationships with bro-
kers, dealers, and investment advisers, including any material
conflicts of interest; and

“(2) examine and, where appropriate, promulgate rules pro-
hibiting or restricting certain sales practices, conflicts of inter-
est, and compensation schemes for brokers, dealers, and invest-
ment advisers that the Commission deems contrary to the pub-
lic interest and the protection of investors.”.

(h) HARMONIZATION OF ENFORCEMENT.—

(1) SECURITIES EXCHANGE ACT OF 1934.—Section 15 of the
Securities Exchange Act of 1934, as amended by subsection
(g)(1), is further amended by adding at the end the following
new subsection:

“(m) HARMONIZATION OF ENFORCEMENT.—The enforcement au-
thority of the Commission with respect to violations of the standard
of conduct applicable to a broker or dealer providing personalized
investment advice about securities to a retail customer shall in-
clude—

“(1) the enforcement authority of the Commission with re-
spect to such violations provided under this Act; and

“(2) the enforcement authority of the Commission with re-
spect to violations of the standard of conduct applicable to an
investment adviser under the Investment Advisers Act of 1940,
incclluding the authority to impose sanctions for such violations,
an

the Commission shall seek to prosecute and sanction violators of the
standard of conduct applicable to a broker or dealer providing per-
sonalized investment advice about securities to a retail customer
under this Act to same extent as the Commission prosecutes and
sanctions violators of the standard of conduct applicable to an in-
vestment advisor under the Investment Advisers Act of 1940.”.

(2) INVESTMENT ADVISERS ACT OF 1940.—Section 211 of the
Investment Advisers Act of 1940, as amended by subsection
(g)(2), is further amended by adding at the end the following
new subsection:

“(i) HARMONIZATION OF ENFORCEMENT.—The enforcement au-
thority of the Commission with respect to violations of the standard
of conduct applicable to an investment adviser shall include—

“(1) the enforcement authority of the Commission with re-
spect to such violations provided under this Act; and

“(2) the enforcement authority of the Commission with re-
spect to violations of the standard of conduct applicable to a
broker or dealer providing personalized investment advice about
securities to a retail customer under the Securities Exchange
Act of 1934, including the authority to impose sanctions for
such violations, and

the Commission shall seek to prosecute and sanction violators of the
standard of conduct applicable to an investment adviser under this
Act to same extent as the Commission prosecutes and sanctions vio-
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lators of the standard of conduct applicable to a broker or dealer
providing personalized investment advice about securities to a retail
customer under the Securities Exchange Act of 1934.”.

SEC. 914. STT“II](I))}\;SON ENHANCING INVESTMENT ADVISER EXAMINA-

(a) STUDY REQUIRED.—

(1) IN GENERAL.—The Commission shall review and ana-
lyze the need for enhanced examination and enforcement re-
sources for investment advisers.

(2) AREAS OF CONSIDERATION.—The study required by this
subsection shall examine—

(A) the number and frequency of examinations of in-
vestment advisers by the Commission over the 5 years pre-
ceding the date of the enactment of this subtitle;

(B) the extent to which having Congress authorize the
Commission to designate one or more self-regulatory orga-
nizations to augment the Commission’s efforts in overseeing
investment advisers would improve the frequency of exami-
nations of investment advisers; and

(C) current and potential approaches to examining the
investment advisory activities of dually registered broker-
dealers and investment advisers or affiliated broker-dealers
and investment advisers.

(b) REPORT REQUIRED.—The Commission shall report its find-
ings to the Committee on Financial Services of the House of Rep-
resentatives and the Committee on Banking, Housing, and Urban
Affairs of the Senate, not later than 180 days after the date of enact-
ment of this subtitle, and shall use such findings to revise its rules
and regulations, as necessary. The report shall include a discussion
of regulatory or legislative steps that are recommended or that may
be necessary to address concerns identified in the study.

SEC. 915. OFFICE OF THE INVESTOR ADVOCATE.

Section 4 of the Securities Exchange Act of 1934 (15 U.S.C.
78d) is amended by adding at the end the following:

“(g) OFFICE OF THE INVESTOR ADVOCATE.—

“(1) OFFICE ESTABLISHED.—There is established within the
Commission the Office of the Investor Advocate (in this sub-
section referred to as the ‘Office’).

“(2) INVESTOR ADVOCATE.—

“(A) IN GENERAL.—The head of the Office shall be the
Investor Advocate, who shall—

“(i) report directly to the Chairman; and

“(it) be appointed by the Chairman, in consultation
with the Commission, from among individuals having
experience in advocating for the interests of investors in
securities and investor protection issues, from the per-
spective of investors.

“(B) COMPENSATION.—The annual rate of pay for the
Investor Advocate shall be equal to the highest rate of an-
nual pay for other senior executives who report to the
Chairman of the Commission.

“(C) LIMITATION ON SERVICE.—An individual who
serves as the Investor Advocate may not be employed by the
Commission—
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“(i) during the 2-year period ending on the date of
appointment as Investor Advocate; or

“(it) during the 5-year period beginning on the date
on which the person ceases to serve as the Investor Ad-
vocate.

“(3) STAFF OF OFFICE.—The Investor Advocate, after con-
sultation with the Chairman of the Commission, may retain or
employ independent counsel, research staff, and service staff, as
the Investor Advocate deems necessary to carry out the func-
tions, powers, and duties of the Office.

“(4) FUNCTIONS OF THE INVESTOR ADVOCATE.—The Investor
Advocate shall—

“(A) assist retail investors in resolving significant prob-
lems such investors may have with the Commission or with
self-regulatory organizations;

“(B) identify areas in which investors would benefit
from changes in the regulations of the Commission or the
rules of self-regulatory organizations;

“(C) identify problems that investors have with finan-
cial service providers and investment products;

“(D) analyze the potential impact on investors of—

“(i) proposed regulations of the Commission; and

“(it) proposed rules of self-regulatory organizations
registered under this title; and
“(E) to the extent practicable, propose to the Commis-

sion changes in the regulations or orders of the Commission
and to Congress any legislative, administrative, or per-
sonnel changes that may be appropriate to mitigate prob-
lems identified under this paragraph and to promote the
interests of investors.

“(5) AcCESS TO DOCUMENTS.—The Commission shall ensure
that the Investor Advocate has full access to the documents of
the Commission and any self-regulatory organization, as nec-
essary to carry out the functions of the Office.

“(6) ANNUAL REPORTS.—

“(A) REPORT ON OBJECTIVES.—

“(i) IN GENERAL.—Not later than June 30 of each
year after 2010, the Investor Advocate shall submit to
the Committee on Banking, Housing, and Urban Af-
fairs of the Senate and the Committee on Financial
Services of the House of Representatives a report on the
objectives of the Investor Advocate for the following fis-
cal year.

“(it) CONTENTS.—Each report required under
clause (i) shall contain full and substantive analysis
and explanation.

“(B) REPORT ON ACTIVITIES.—

“(i) IN GENERAL.—Not later than December 31 of
each year after 2010, the Investor Advocate shall sub-
mit 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 on the
activities of the Investor Advocate during the imme-
diately preceding fiscal year.
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“(ii) CONTENTS.—Each report required under
clause (i) shall include—

“(I) appropriate statistical information and
full and substantive analysis;

“(ID) information on steps that the Investor Ad-
vocate has taken during the reporting period to im-
prove investor services and the responsiveness of
the Commission and self-regulatory organizations
to investor concerns;

“(II1) a summary of the most serious problems
enc;guntered by investors during the reporting pe-
riod;

“(IV) an inventory of the items described in
subclause (I1I) that includes—

“(aa) identification of any action taken by
the Commission or the self-regulatory organi-
zation and the result of such action;

“(bb) the length of time that each item has
remained on such inventory; and

“(cc) for items on which no action has
been taken, the reasons for inaction, and an
identification of any official who is responsible
for such action;

“(V) recommendations for such administrative
and legislative actions as may be appropriate to re-
solve problems encountered by investors; and

“(VI) any other information, as determined ap-
propriate by the Investor Advocate.

“(iii) INDEPENDENCE.—Each report required under
this paragraph shall be provided directly to the Com-
mittees listed in clause (i) without any prior review or
comment from the Commission, any commissioner, any
other officer or employee of the Commission, or the Of-
fice of Management and Budget.

“(iv) CONFIDENTIALITY.—No report required under
clause (i) may contain confidential information.

“(7) REGULATIONS.—The Commission shall, by regulation,
establish procedures requiring a formal response to all rec-
ommendations submitted to the Commission by the Investor Ad-
vocate, not later than 3 months after the date of such submis-
sion.”.

SEC. 916. STREAMLINING OF FILING PROCEDURES FOR SELF-REGU-
LATORY ORGANIZATIONS.

(a) FILING PROCEDURES.—Section 19(b) of the Securities Ex-
change Act of 1934 (15 U.S.C. 78s(b)) is amended by striking para-
graph (2) (including the undesignated matter immediately following
subparagraph (B)) and inserting the following:

“(2) APPROVAL PROCESS.—

“(A) APPROVAL PROCESS ESTABLISHED.—

“(i) IN GENERAL.—Except as provided in clause (ii),
not later than 45 days after the date of publication of
a proposed rule change under paragraph (1), the Com-
mission shall—

“(I) by order, approve or disapprove the pro-
posed rule change; or
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“(ID) institute proceedings under subparagraph
(B) to determine whether the proposed rule change
should be disapproved.

“(ii) EXTENSION OF TIME PERIOD.—The Commis-
sion may extend the period established under clause (i)
by not more than an additional 45 days, if—

“(I) the Commission determines that a longer
period is appropriate and publishes the reasons for
such determination; or

“(ID the self-regulatory organization that filed
the proposed rule change consents to the longer pe-
riod.

“(B) PROCEEDINGS.—

“(i) NOTICE AND HEARING.—If the Commission does
not approve or disapprove a proposed rule change
under subparagraph (A), the Commission shall provide
to the self-regulatory organization that filed the pro-
posed rule change—

“I) notice of the grounds for disapproval
under consideration; and

“(II) opportunity for hearing, to be concluded
not later than 180 days after the date of publica-
tion of notice of the filing of the proposed rule
change.

“(ii) ORDER OF APPROVAL OR DISAPPROVAL.—

“(I) IN GENERAL.—Except as provided in sub-
clause (II), not later than 180 days after the date
of publication under paragraph (1), the Commis-
sion shall issue an order approving or dis-
approving the proposed rule change.

“(II) EXTENSION OF TIME PERIOD.—The Com-
mission may extend the period for issuance under
clause (1) by not more than 60 days, if—

“(aa) the Commission determines that a
longer period is appropriate and publishes the
reasons for such determination; or

“(bb) the self-regulatory organization that
filed the proposed rule change consents to the
longer period.

“(C) STANDARDS FOR APPROVAL AND DISAPPROVAL.—

“(i) APPROVAL.—The Commission shall approve a
proposed rule change of a self-regulatory organization
if it finds that such proposed rule change is consistent
with the requirements of this title and the rules and
regulations issued under this title that are applicable
to such organization.

“(ti) DISAPPROVAL.—The Commission shall dis-
approve a proposed rule change of a self-regulatory or-
ganization if it does not make a finding described in
clause (1).

“(iii) TIME FOR APPROVAL.—The Commission may
not approve a proposed rule change earlier than 30
days after the date of publication under paragraph (1),
unless the Commission finds good cause for so doing
and publishes the reason for the finding.
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“(D) RESULT OF FAILURE TO INSTITUTE OR CONCLUDE
PROCEEDINGS.—A proposed rule change shall be deemed to
have been approved by the Commission, if—

“(i) the Commission does not approve or dis-
approve the proposed rule change or begin proceedings
under subparagraph (B) within the period described in
subparagraph (A); or

“(it) the Commission does not issue an order ap-
proving or disapproving the proposed rule change
under subparagraph (B) within the period described in
subparagraph (B)(ii).

“(E) PUBLICATION DATE BASED ON FEDERAL REGISTER
PUBLISHING.—For purposes of this paragraph, if, after fil-
ing a proposed rule change with the Commission pursuant
to paragraph (1), a self-regulatory organization publishes a
notice of the filing of such proposed rule change, together
with the substantive terms of such proposed rule change, on
a publicly accessible website, the Commission shall there-
after send the notice to the Federal Register for publication
thereof under paragraph (1) within 15 days of the date on
which such website publication is made. If the Commission
fails to send the notice for publication thereof within such
15 day period, then the date of publication shall be deemed
to be the date on which such website publication was made.

“(F) RULEMAKING.—

“(i) IN GENERAL.—Not later than 180 days after
the date of enactment of the Investor Protection and Se-
curities Reform Act of 2010, after consultation with
other regulatory agencies, the Commission shall pro-
mulgate rules setting forth the procedural requirements
of the proceedings required under this paragraph.

“(ii) NOTICE AND COMMENT NOT REQUIRED.—The
rules promulgated by the Commission under clause (i)
are not required to include republication of proposed
rule changes or solicitation of public comment.”.

(b) CLARIFICATION OF FILING DATE.—

(1) RULE OF CONSTRUCTION.—Section 19(b) of the Securi-
ties Exchange Act of 1934 (15 U.S.C. 78s(b)) is amended by
adding at the end the following:

“(10) RULE OF CONSTRUCTION RELATING TO FILING DATE OF
PROPOSED RULE CHANGES.—

“(A) IN GENERAL.—For purposes of this subsection, the
date of filing of a proposed rule change shall be deemed to
be the date on which the Commission receives the proposed
rule change.

“(B) EXCEPTION.—A proposed rule change has not been
received by the Commission for purposes of subparagraph
(A) if, not later than 7 business days after the date of re-
ceipt by the Commission, the Commission notifies the self-
regulatory organization that such proposed rule change
does not comply with the rules of the Commission relating
to the required form of a proposed rule change, except that
if the Commission determines that the proposed rule
change is unusually lengthy and is complex or raises novel
regulatory issues, the Commission shall inform the self-reg-



469

ulatory organization of such determination not later than
7 business days after the date of receipt by the Commission
and, for the purposes of subparagraph (A), a proposed rule
change has not been received by the Commission, if, not
later than 21 days after the date of receipt by the Commis-
sion, the Commission notifies the self-regulatory organiza-
tion that such proposed rule change does not comply with
the rules of the Commission relating to the required form
of a proposed rule change.”.

(2) PUBLICATION.—Section 19(b)(1) of the Securities Ex-

change Act of 1934 (15 U.S.C. 78s(b)(1)) is amended by striking
“upon” and inserting “as soon as practicable after the date of”.
(¢) EFFECTIVE DATE OF PROPOSED RULES.—Section 19(b)(3) of
the Securities Exchange Act of 1934 (15 U.S.C. 78s(b)(3)) is amend-

ed—

(1) in subparagraph (A)—

(A) by striking “may take effect” and inserting “shall
take effect”; and

(B) by inserting “on any person, whether or not the per-
son is a member of the self-regulatory organization” after
“charge imposed by the self-regulatory organization”; and
(2) in subparagraph (C)—

(A) by amending the second sentence to read as follows:
“At any time within the 60-day period beginning on the
date of filing of such a proposed rule change in accordance
with the provisions of paragraph (1), the Commission sum-
marily may temporarily suspend the change in the rules of
the self-regulatory organization made thereby, if it appears
to the Commission that such action is necessary or appro-
priate in the public interest, for the protection of investors,
or otherwise in furtherance of the purposes of this title.”;

(B) by inserting after the second sentence the following:
“If the Commission takes such action, the Commission shall
institute proceedings under paragraph (2)(B) to determine
whether the proposed rule should be approved or dis-
approved.”;

(@) Ln the third sentence, by strlkmg “the preceding
sentence” and inserting “this subparagra h”.

(d) CONFORMING CHANGE.—Section 19(b)(4)(D) of the Securities
Exchange Act of 1934 (15 U.S.C. 78s(b)(4)(D)) is amended to read
as follows:

“(D)(i) The Commission shall order the temporary sus-
pension of any change in the rules of a clearing agency
made by a proposed rule change that has taken effect under
paragraph (3), if the appropriate regulatory agency for the
clearing agency notifies the Commission not later than 30
days after the date on which the proposed rule change was
filed of—

“I) the determination by the appropriate regu-
latory agency that the rules of such clearing agency, as
so changed, may be inconsistent with the safeguarding
of securities or funds in the custody or control of such
clearing agency or for which it is responsible; and

“(I) the reasons for the determination described in
subclause (D).
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“tii) If the Commission takes action under clause (i),
the Commission shall institute proceedings under para-
graph (2)(B) to determine if the proposed rule change
should be approved or disapproved.”.

SEC. 917. Sg%%g REGARDING FINANCIAL LITERACY AMONG INVES-

(a) IN GENERAL.—The Commission shall conduct a study to
identify—

(1) the existing level of financial literacy among retail in-
vestors, including subgroups of investors identified by the Com-
mission;

(2) methods to improve the timing, content, and format of
disclosures to investors with respect to financial intermediaries,
investment products, and investment services;

(3) the most useful and understandable relevant informa-
tion that retail investors need to make informed financial deci-
sions before engaging a financial intermediary or purchasing
an investment product or service that is typically sold to retail
investors, including shares of open-end companies, as that term
is defined in section 5 of the Investment Company Act of 1940
(15 U.S.C. 80a-5) that are registered under section 8 of that
Act;

(4) methods to increase the transparency of expenses and
conflicts of interests in transactions involving investment serv-
ices and products, including shares of open-end companies de-
scribed in paragraph (3);

(5) the most effective existing private and public efforts to
educate investors; and

(6) in consultation with the Financial Literacy and Edu-
cation Commission, a strategy (including, to the extent prac-
ticable, measurable goals and objectives) to increase the finan-
cial literacy of investors in order to bring about a positive
change in investor behauvior.

(b) REPORT.—Not later than 2 years after the date of enactment
of this Act, the Commission shall submit a report on the study re-
quired under subsection (a) to—

(1) the Committee on Banking, Housing, and Urban Affairs
of the Senate; and

(2) the Committee on Financial Services of the House of
Representatives.

SEC. 918. STUDY REGARDING MUTUAL FUND ADVERTISING.
(a) IN GENERAL.—The Comptroller General of the United States
shall conduct a study on mutual fund advertising to identify—

(1) existing and proposed regulatory requirements for open-
end investment company advertisements;

(2) current marketing practices for the sale of open-end in-
vestment company shares, including the use of past perform-
ance data, funds that have merged, and incubator funds;

(3) the impact of such advertising on consumers; and

(4) recommendations to improve investor protections in mu-
tual fund advertising and additional information necessary to
ensure that investors can make informed financial decisions
when purchasing shares.
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(b) REPORT.—Not later than 18 months after the date of enact-
ment of this Act, the Comptroller General of the United States shall
submit a report on the results of the study conducted under sub-
section (a) to—

(1) the Committee on Banking, Housing, and Urban Affairs
of the United States Senate; and

(2) the Committee on Financial Services of the House of
Representatives.

SEC. 919. CLARIFICATION OF COMMISSION AUTHORITY TO REQUIRE
INVESTOR DISCLOSURES BEFORE PURCHASE OF INVEST-
MENT PRODUCTS AND SERVICES.

Section 15 of the Securities Exchange Act of 1934 (15 U.S.C.
780) is amended by adding at the end the following:

“(n) DISCLOSURES TO RETAIL INVESTORS.—

“(1) IN GENERAL.—Notwithstanding any other provision of
the securities laws, the Commission may issue rules designating
documents or information that shall be provided by a broker or
dealer to a retail investor before the purchase of an investment
product or service by the retail investor.

“(2) CONSIDERATIONS.—In developing any rules under
paragraph (1), the Commission shall consider whether the rules
will promote investor protection, efficiency, competition, and
capital formation.

“(3) FORM AND CONTENTS OF DOCUMENTS AND INFORMA-
TION.—Any documents or information designated under a rule
promulgated under paragraph (1) shall—

“(A) be in a summary format; and
“(B) contain clear and concise information about—

“(i) investment objectives, strategies, costs, and
risks; and

“(it) any compensation or other financial incentive
received by a broker, dealer, or other intermediary in
connection with the purchase of retail investment prod-
ucts.”.

SEC. 919A. STUDY ON CONFLICTS OF INTEREST.
(a) IN GENERAL.—The Comptroller General of the United States
shall conduct a study—

(1) to identify and examine potential conflicts of interest
that exist between the staffs of the investment banking and eq-
uity and fixed income securities analyst functions within the
same firm; and

(2) to make recommendations to Congress designed to pro-
tect investors in light of such conflicts.

(b) CONSIDERATIONS.—In conducting the study under sub-
section (a), the Comptroller General shall—

(1) consider—

(A) the potential for investor harm resulting from con-
flicts, including consideration of the forms of misconduct
engaged in by the several securities firms and individuals
that entered into the Global Analyst Research Settlements
in 2003 (also known as the “Global Settlement”);

(B) the nature and benefits of the undertakings to
which those firms agreed in enforcement proceedings, in-
cluding firewalls between research and investment bank-
ing, separate reporting lines, dedicated legal and compli-



472

ance staffs, allocation of budget, physical separation, com-

pensation, employee performance evaluations, coverage de-

cisions, limitations on soliciting investment banking busi-
ness, disclosures, transparency, and other measures;

(C) whether any such undertakings should be codified
and applied permanently to securities firms, or whether the
Commission should adopt rules applying any such under-
takings to securities firms; and

(D) whether to recommend regulatory or legislative
measures designed to mitigate possible adverse con-
sequences to investors arising from the conflicts of interest
or to enhance investor protection or confidence in the integ-
rity of the securities markets; and
(2) consult with State attorneys general, State securities of-

ficials, the Commission, the Financial Industry Regulatory Au-

thority (“FINRA”), NYSE Regulation, investor advocates, bro-
kers, dealers, retail investors, institutional investors, and aca-
demics.

(¢) REPORT.—The Comptroller General shall submit a report on
the results of the study required by this section to the Committee on
Banking, Housing, and Urban Affairs of the Senate and the Com-
mittee on Financial Services of the House of Representatives, not
later than 18 months after the date of enactment of this Act.

SEC. 919B. STUDY ON IMPROVED INVESTOR ACCESS TO INFORMATION
ON INVESTMENT ADVISERS AND BROKER-DEALERS.

(a) STUDY.—

(1) IN GENERAL.—Not later than 6 months after the date of
enactment of this Act, the Commission shall complete a study,
including recommendations of ways to improve the access of in-
vestors to registration information (including disciplinary ac-
tions, regulatory, judicial, and arbitration proceedings, and
other information) about registered and previously registered
investment advisers, associated persons of investment advisers,
brokers and dealers and their associated persons on the existing
Central Registration Depository and Investment Adviser Reg-
istration Depository systems, as well as identify additional in-
formation that should be made publicly available.

(2) CONTENTS.—The study required by subsection (a) shall
include an analysis of the advantages and disadvantages of
further centralizing access to the information contained in the
2 systems, including—

d(A) identification of those data pertinent to investors;
an

(B) the identification of the method and format for dis-
playing and publishing such data to enhance accessibility
by and utility to investors.

(b) IMPLEMENTATION.—Not later than 18 months after the date
of completion of the study required by subsection (a), the Commis-
sion shall implement any recommendations of the study.

SEC. 919C. STUDY ON FINANCIAL PLANNERS AND THE USE OF FINAN-
CIAL DESIGNATIONS.

(a) IN GENERAL.—The Comptroller General of the United States
shall conduct a study to evaluate—

(1) the effectiveness of State and Federal regulations to pro-
tect investors and other consumers from individuals who hold
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themselves out as financial planners through the use of mis-

leading titles, designations, or marketing materials;

(2) current State and Federal oversight structure and regu-
lations for financial planners; and

(3) legal or regulatory gaps in the regulation of financial
planners and other individuals who provide or offer to provide
financial planning services to consumers.

(b) CONSIDERATIONS.—In conducting the study required under
subsection (a), the Comptroller General shall consider—

(1) the role of financial planners in providing advice re-
garding the management of financial resources, including in-
vestment planning, income tax planning, education planning,
retirement planning, estate planning, and risk management,

(2) whether current regulations at the State and Federal
level provide adequate ethical and professional standards for fi-
nancial planners;

(3) the possible risk posed to investors and other consumers
by individuals who hold themselves out as financial planners
or as otherwise providing financial planning services in connec-
tion with the sale of financial products, including insurance
and securities;

(4) the possible risk posed to investors and other consumers
by individuals who otherwise use titles, designations, or mar-
keting materials in a misleading way in connection with the de-
livery of financial advice;

(6) the ability of investors and other consumers to under-
stand licensing requirements and standards of care that apply
to individuals who hold themselves out as financial planners or
as otherwise providing financial planning services;

(7) the possible benefits to investors and other consumers of
regulation and professional oversight of financial planners; and

(8) any other consideration that the Comptroller General
deems necessary or appropriate to effectively execute the study
required under subsection (a).

(¢) RECOMMENDATIONS.—In providing recommendations for the
appropriate regulation of financial planners and other individuals
who provide or offer to provide financial planning services, in order
to protect investors and other consumers of financial planning serv-
ices, the Comptroller General shall consider—

(1) the appropriate structure for regulation of financial
planners and individuals providing financial planning services;
and

(2) the appropriate scope of the regulations needed to pro-
tect investors and other consumers, including but not limited to
the need to establish competency standards, practice standards,
ethical guidelines, disciplinary authority, and transparency to
investors and other consumers.

(d) REPORT.—

(1) IN GENERAL.—Not later than 180 days after the date of
enactment of this Act, the Comptroller General shall submit a
report on the study required under subsection (a) to—

(A) the Committee on Banking, Housing, and Urban

Affairs of the Senate;

(B) the Special Committee on Aging of the Senate; and
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(C) the Committee on Financial Services of the House
of Representatives.

(2) CONTENT REQUIREMENTS.—The report required under
paragraph (1) shall describe the findings and determinations
made by the Comptroller General in carrying out the study re-
quired under subsection (a), including a description of the con-
siderations, analysis, and government, public, industry, non-
profit and consumer input that the Comptroller General consid-
ered to make such findings, conclusions, and legislative, regu-
latory, or other recommendations.

SEC. 919D. OMBUDSMAN.
Section 4(g) of the Securities Exchange Act of 1934, as added
by section 914, is amended by adding at the end the following:
“(8) OMBUDSMAN.—

“(A) APPOINTMENT.—Not later than 180 days after the
date on which the first Investor Advocate is appointed
under paragraph (2)(A)(i), the Investor Advocate shall ap-
point an Ombudsman, who shall report directly to the In-
vestor Advocate.

“(B) DUTIES.—The Ombudsman appointed under sub-
paragraph (A) shall—

“() act as a liaison between the Commission and
any retail investor in resolving problems that retail in-
vestors may have with the Commission or with self-reg-
ulatory organizations;

“(it) review and make recommendations regarding
policies and procedures to encourage persons to present
questions to the Investor Advocate regarding compli-
ance with the securities laws; and

“(iii) establish safeguards to maintain the con-
fidentiality of communications between the persons de-
scribed in clause (ii) and the Ombudsman.

“(C) LIMITATION.—In carrying out the duties of the
Ombudsman under subparagraph (B), the Ombudsman
shall utilize personnel of the Commission to the extent prac-
ticable. Nothing in this paragraph shall be construed as re-
placing, altering, or diminishing the activities of any om-
budsman or similar office of any other agency.

“(D) REPORT.—The Ombudsman shall submit a semi-
annual report to the Investor Advocate that describes the
activities and evaluates the effectiveness of the Ombudsman
during the preceding year. The Investor Advocate shall in-
clude the reports required under this section in the reports
required to be submitted by the Inspector Advocate under
paragraph (6).”.

Subtitle B—Increasing Regulatory Enforcement and
Remedies

SEC. 921. AUTHORITY TO RESTRICT MANDATORY PRE-DISPUTE ARBI-
TRATION.

(a) AMENDMENT TO SECURITIES EXCHANGE AcCT OF 1934.—Sec-
tion 15 of the Securities Exchange Act of 1934 (15 U.S.C. 780), as
amended by this title, is further amended by adding at the end the
following new subsection:
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“(lo) AUTHORITY TO RESTRICT MANDATORY PRE-DISPUTE ARBI-
TRATION.—The Commission, by rule, may prohibit, or impose condi-
tions or limitations on the use of, agreements that require customers
or clients of any broker, dealer, or municipal securities dealer to ar-
bitrate any future dispute between them arising under the Federal
securities laws, the rules and regulations thereunder, or the rules of
a self-regulatory organization if it finds that such prohibition, impo-
sition of conditions, or limitations are in the public interest and for
the protection of investors.”.

(b) AMENDMENT TO INVESTMENT ADVISERS ACT OF 1940.—Sec-
tion 205 of the Investment Advisers Act of 1940 (15 U.S.C. 80b-5)
is amended by adding at the end the following new subsection:

“(f) AUTHORITY TO RESTRICT MANDATORY PRE-DISPUTE ARBI-
TRATION.—The Commission, by rule, may prohibit, or impose condi-
tions or limitations on the use of, agreements that require customers
or clients of any investment adviser to arbitrate any future dispute
between them arising under the Federal securities laws, the rules
and regulations thereunder, or the rules of a self-regulatory organi-
zation if it finds that such prohibition, imposition of conditions, or
limitations are in the public interest and for the protection of inves-
tors.”.

SEC. 922. WHISTLEBLOWER PROTECTION.

(a) IN GENERAL.—The Securities Exchange Act of 1934 (15
U.S.C. 78a et seq.) is amended by inserting after section 21E the fol-
lowing:

“SEC. 21F. SE%URITIES WHISTLEBLOWER INCENTIVES AND PROTEC-
TION.

“(a) DEFINITIONS.—In this section the following definitions
shall apply:

“(1) COVERED JUDICIAL OR ADMINISTRATIVE ACTION.—The
term ‘covered judicial or administrative action’ means any judi-
cial or administrative action brought by the Commission under
the securities laws that results in monetary sanctions exceeding
$1,000,000.

“(2) FUND.—The term ‘Fund’ means the Securities and Ex-
change Commission Investor Protection Fund.

“(3) ORIGINAL INFORMATION.—The term ‘original informa-
tion’ means information that—

“(A) is derived from the independent knowledge or
analysis of a whistleblower;

“(B) is not known to the Commission from any other
source, unless the whistleblower is the original source of the
information; and

“(C) is not exclusively derived from an allegation made
in a judicial or administrative hearing, in a governmental
report, hearing, audit, or investigation, or from the news
media, unless the whistleblower is a source of the informa-
tion.

“(4) MONETARY SANCTIONS.—The term ‘monetary sanctions’,
when used with respect to any judicial or administrative action,
means—

“(A) any monies, including penalties, disgorgement,
and interest, ordered to be paid; and
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“(B) any monies deposited into a disgorgement fund or
other fund pursuant to section 308(b) of the Sarbanes-Oxley
Act of 2002 (15 U.S.C. 7246(b)), as a result of such action
or any settlement of such action.

“(5) RELATED ACTION.—The term ‘related action’, when used
with respect to any judicial or administrative action brought by
the Commission under the securities laws, means any judicial
or administrative action brought by an entity described in sub-
clauses (I) through (IV) of subsection (h)(2)(D)(i) that is based
upon the original information provided by a whistleblower pur-
suant to subsection (a) that led to the successful enforcement of
the Commission action.

“(6) WHISTLEBLOWER.—The term ‘whistleblower’ means any
individual who provides, or 2 or more individuals acting jointly
who provide, information relating to a violation of the securities
laws to the Commission, in a manner established, by rule or
regulation, by the Commission.

“(b) AWARDS.—

“(1) IN GENERAL.—In any covered judicial or administra-
tive action, or related action, the Commission, under regula-
tions prescribed by the Commission and subject to subsection
(¢c), shall pay an award or awards to 1 or more whistleblowers
who voluntarily provided original information to the Commis-
sion that led to the successful enforcement of the covered judi-
cial or administrative action, or related action, in an aggregate
amount equal to—

“(A) not less than 10 percent, in total, of what has been
collected of the monetary sanctions imposed in the action or
related actions; and

“(B) not more than 30 percent, in total, of what has
been collected of the monetary sanctions imposed in the ac-
tion or related actions.

“(2) PAYMENT OF AWARDS.—Any amount paid under para-
graph (1) shall be paid from the Fund.

“(c) DETERMINATION OF AMOUNT OF AWARD; DENIAL OF
AWARD.—

“(1) DETERMINATION OF AMOUNT OF AWARD.—

“(A) DISCRETION.—The determination of the amount of
an award made under subsection (b) shall be in the discre-
tion of the Commission.

“(B) CRITERIA.—In determining the amount of an
award made under subsection (b), the Commission—

“(i) shall take into consideration—

“(I) the significance of the information pro-
vided by the whistleblower to the success of the
covered judicial or administrative action;

“(ID) the degree of assistance provided by the
whistleblower and any legal representative of the
whistleblower in a covered judicial or administra-
tive action;

“(III) the programmatic interest of the Com-
mission in deterring violations of the securities
laws by making awards to whistleblowers who
provide information that lead to the successful en-
forcement of such laws; and
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“(IV) such additional relevant factors as the
Commission may establish by rule or regulation;
and
“(ii) shall not take into consideration the balance

of the Fund.

“(2) DENIAL OF AWARD.—No award under subsection (b)
shall be made—

“(A) to any whistleblower who is, or was at the time the
whistleblower acquired the original information submitted
to the Commission, a member, officer, or employee of—

“(i) an appropriate regulatory agency;

“(ii) the Department of Justice;

“(ii1) a self-regulatory organization;

“(iv) the Public Company Accounting Oversight

Board; or

“(v) a law enforcement organization;

“(B) to any whistleblower who is convicted of a crimi-
nal violation related to the judicial or administrative action
for which the whistleblower otherwise could receive an
award under this section;

“(C) to any whistleblower who gains the information
through the performance of an audit of financial statements
required under the securities laws and for whom such sub-
mission would be contrary to the requirements of section
1 )OA of the Securities Exchange Act of 1934 (15 U.S.C. 78j-
1); or

“(D) to any whistleblower who fails to submit informa-
tion to the Commission in such form as the Commission
may, by rule, require.

“(d) REPRESENTATION.—

“(1) PERMITTED REPRESENTATION.—Any whistleblower who
makes a claim for an award under subsection (b) may be rep-
resented by counsel.

“(2) REQUIRED REPRESENTATION.—

“(A) IN GENERAL.—Any whistleblower who anony-
mously makes a claim for an award under subsection (b)
shall be represented by counsel if the whistleblower anony-
mously submits the information upon which the claim is
based.

“(B) DISCLOSURE OF IDENTITY.—Prior to the payment
of an award, a whistleblower shall disclose the identity of
the whistleblower and provide such other information as
the Commission may require, directly or through counsel
for the whistleblower.

“le) No CONTRACT NECESSARY.—No contract with the Commis-
sion is necessary for any whistleblower to receive an award under
subsection (b), unless otherwise required by the Commission by rule
or regulation.

“(f) APPEALS.—Any determination made under this section, in-
cluding whether, to whom, or in what amount to make awards,
shall be in the discretion of the Commission. Any such determina-
tion, except the determination of the amount of an award if the
award was made in accordance with subsection (b), may be ap-
pealed to the appropriate court of appeals of the United States not
more than 30 days after the determination is issued by the Commis-
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sion. The court shall review the determination made by the Com-
mission in accordance with section 706 of title 5, United States
Code.

“(g) INVESTOR PROTECTION FUND.—

“(1) FUND ESTABLISHED.—There is established in the Treas-
ury of the United States a fund to be known as the ‘Securities
and Exchange Commission Investor Protection Fund’

“2) USE ofF FUND.—The Fund shall be available to the
Commission, without further appropriation or fiscal year limi-
tation, for—

“(A) paying awards to whistleblowers as provided in
subsection (b); and

“(B) funding the activities of the Inspector General of
the Commission under section 4(1).

“(3) DEPOSITS AND CREDITS.—

“(A) IN GENERAL.—There shall be deposited into or
credited to the Fund an amount equal to—

“(i) any monetary sanction collected by the Com-
mission in any judicial or administrative action
brought by the Commission under the securities laws
that is not added to a disgorgement fund or other fund
under section 308 of the Sarbanes-Oxley Act of 2002
(15 U.S.C. 7246) or otherwise distributed to victims of
a violation of the securities laws, or the rules and regu-
lations thereunder, underlying such action, unless the
balance of the Fund at the time the monetary sanction
is collected exceeds $300,000,000;

“(ii) any monetary sanction added to a
disgorgement fund or other fund under section 308 of
the Sarbanes-Oxley Act of 2002 (15 U.S.C. 7246) that
is not distributed to the victims for whom the Fund
was established, unless the balance of the disgorgement
fund at the time the determination is made not to dis-
tribute the monetary sanction to such victims exceeds
$200,000,000; and

“(iii) all income from investments made under
paragraph (4).

“(B) ADDITIONAL AMOUNTS.—If the amounts deposited
into or credited to the Fund under subparagraph (A) are
not sufficient to satisfy an award made under subsection
(b), there shall be deposited into or credited to the Fund an
amount equal to the unsatisfied portion of the award from
any monetary sanction collected by the Commission in the
covered judicial or administrative action on which the
award is based.

“(4) INVESTMENTS.—

“(A) AMOUNTS IN FUND MAY BE INVESTED.—The Com-
mission may request the Secretary of the Treasury to invest
the portion of the Fund that is not, in the discretion of the
Commission, required to meet the current needs of the
Fund.

“(B) ELIGIBLE INVESTMENTS.—Investments shall be
made by the Secretary of the Treasury in obligations of the
United States or obligations that are guaranteed as to prin-
cipal and interest by the United States, with maturities
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suitable to the needs of the Fund as determined by the
Commission on the record.

“(C) INTEREST AND PROCEEDS CREDITED.—The interest
on, and the proceeds from the sale or redemption of, any
obligations held in the Fund shall be credited to the Fund.
“(5) REPORTS TO CONGRESS.—Not later than October 30 of

each fiscal year beginning after the date of enactment of this
subsection, the Commission shall submit to the Committee on
Banking, Housing, and Urban Affairs of the Senate, and the
Committee on Financial Services of the House of Representa-
tives a report on—

“(A) the whistleblower award program, established
under this section, including—

“(i) a description of the number of awards granted;
and

“(i1) the types of cases in which awards were grant-

ed during the preceding fiscal year;

“(B) the balance of the Fund at the beginning of the
preceding fiscal year;

“(C) the amounts deposited into or credited to the Fund
during the preceding fiscal year;

“(D) the amount of earnings on investments made
under paragraph (4) during the preceding fiscal year;

“(E) the amount paid from the Fund during the pre-
ceding fiscal year to whistleblowers pursuant to subsection

“(F) the balance of the Fund at the end of the preceding
fiscal year; and
“(G) a complete set of audited financial statements, in-
cluding—
“(i) a balance sheet;
“(ii) income statement; and
“(iii) cash flow analysis.
“(h) PROTECTION OF WHISTLEBLOWERS.—
“(1) PROHIBITION AGAINST RETALIATION.—

“(A) IN GENERAL.—No employer may discharge, de-
mote, suspend, threaten, harass, directly or indirectly, or in
any other manner discriminate against, a whistleblower in
the terms and conditions of employment because of any
lawful act done by the whistleblower—

“(i) in providing information to the Commission in
accordance with this section;

“(i) in initiating, testifying in, or assisting in any
investigation or judicial or administrative action of the
Commission based upon or related to such information;
or

“(iti) in making disclosures that are required or
protected under the Sarbanes-Oxley Act of 2002 (15
U.S.C. 7201 et seq.), the Securities Exchange Act of
1934 (15 U.S.C. 78a et seq.), including section 10A(m)
of such Act (15 U.S.C. 78f(m)), section 1513(e) of title
18, United States Code, and any other law, rule, or
regulation subject to the jurisdiction of the Commis-
sion.

“(B) ENFORCEMENT.—
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“(i) CAUSE OF ACTION.—An individual who alleges
discharge or other discrimination in violation of sub-
paragraph (A) may bring an action under this sub-
section in the appropriate district court of the United
States for the relief provided in subparagraph (C).

“(it) SUBPOENAS.—A subpoena requiring the ai-
tendance of a witness at a trial or hearing conducted
under this section may be served at any place in the
United States.

“(iit) STATUTE OF LIMITATIONS.—

“I) IN GENERAL.—An action under this sub-
section may not be brought—

“(aa) more than 6 years after the date on
which the violation of subparagraph (A) oc-
curred; or

“(bb) more than 3 years after the date
when facts material to the right of action are
known or reasonably should have been known
by the employee alleging a violation of sub-
paragraph (A).

“(I1) REQUIRED ACTION WITHIN 10 YEARS.—Not-
withstanding subclause (1), an action under this
subsection may not in any circumstance be brought
more than 10 years after the date on which the vio-
lation occurs.

“(C) RELIEF.—Relief for an individual prevailing in an
action brought under subparagraph (B) shall include—

“(i) reinstatement with the same seniority status
that the individual would have had, but for the dis-
crimination;

“(it) 2 times the amount of back pay otherwise
owed to the individual, with interest; and

“(iii) compensation for litigation costs, expert wit-
ness fees, and reasonable attorneys’ fees.

“(2) CONFIDENTIALITY.—

“(A) IN GENERAL.—Except as provided in subpara-
graphs (B) and (C), the Commission and any officer or em-
ployee of the Commission shall not disclose any informa-
tion, including information provided by a whistleblower to
the Commission, which could reasonably be expected to re-
veal the identity of a whistleblower, except in accordance
with the provisions of section 552a of title 5, United States
Code, unless and until required to be disclosed to a defend-
ant or respondent in connection with a public proceeding
instituted by the Commission or any entity described in
subparagraph (C). For purposes of section 552 of title 5,
United States Code, this paragraph shall be considered a
statute described in subsection (b)(3)(B) of such section.

“(B) EXEMPTED STATUTE.—For purposes of section 552
of title 5, United States Code, this paragraph shall be con-
sidered a statute described in subsection (b)(3)(B) of such
section 552.

“(C) RULE OF CONSTRUCTION.—Nothing in this section
is intended to limit, or shall be construed to limit, the abil-
ity of the Attorney General to present such evidence to a
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grand jury or to share such evidence with potential wit-
nesses or defendants in the course of an ongoing criminal
investigation.

“(D) AVAILABILITY TO GOVERNMENT AGENCIES.—

“(i) IN GENERAL.—Without the loss of its status as
confidential in the hands of the Commission, all infor-
mation referred to in subparagraph (A) may, in the
discretion of the Commission, when determined by the
Commission to be necessary to accomplish the purposes
of this Act and to protect investors, be made available
to—

“(I) the Attorney General of the United States;

“(ID) an appropriate regulatory authority;

“(IID) a self-regulatory organization;

“IV) a State attorney general in connection
with any criminal investigation;

“(V) any appropriate State regulatory author-
ity;

“VI) the Public Company Accounting QOver-
sight Board;

“(VII) a foreign securities authority; and

“(VIID) a foreign law enforcement authority.
“(ii) CONFIDENTIALITY.—

“(I) IN GENERAL.—Each of the entities de-
seribed in subclauses (I) through (VI) of clause (i)
shall maintain such information as confidential in
accordance with the requirements established
under subparagraph (A).

“(I1I) FOREIGN AUTHORITIES.—Each of the enti-
ties described in subclauses (VII) and (VIII) of
clause (i) shall maintain such information in ac-
cordance with such assurances of confidentiality as
the Commission determines appropriate.

“(3) RIGHTS RETAINED.—Nothing in this section shall be
deemed to diminish the rights, privileges, or remedies of any
whistleblower under any Federal or State law, or under any
collective bargaining agreement.

“(i) PROVISION OF FALSE INFORMATION.—A whistleblower shall
not be entitled to an award under this section if the whistleblower—

“(1) knowingly and willfully makes any false, fictitious, or
fraudulent statement or representation; or

“(2) uses any false writing or document knowing the writ-
ing or document contains any false, fictitious, or fraudulent
statement or entry.

“(J) RULEMAKING AUTHORITY.—The Commission shall have the
authority to issue such rules and regulations as may be necessary
or appropriate to implement the provisions of this section consistent
with the purposes of this section.”.

(b) PROTECTION FOR EMPLOYEES OF NATIONALLY RECOGNIZED
STATISTICAL RATING ORGANIZATIONS.—Section 1514A(a) of title 18,
United States Code, is amended—

(1) by inserting “or nationally recognized statistical rating
organization (as defined in section 3(a) of the Securities Ex-
change Act of 1934 (15 U.S.C. 78¢),” after “780(d)),”; and
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(2) by inserting “or nationally recognized statistical rating
organization” after “such company”.
(¢) SEcTION 1514A oF TrTLE 18, UNITED STATES CODE.—

(1) STATUTE OF LIMITATIONS; JURY TRIAL.—Section
1514A(b)(2) of title 18, United States Code, is amended—

(A) in subparagraph (D)—

(i) by striking “90” and inserting “180”; and

(i) by striking the period at the end and inserting
“ or after the date on which the employee became

aware of the violation.”; and

(B) by adding at the end the following:

“(E) JURY TRIAL.—A party to an action brought under
paragraph (1)(B) shall be entitled to trial by jury.”.

(2) PRIVATE SECURITIES LITIGATION WITNESSES; NON-
ENFORCEABILITY; INFORMATION.—Section 1514A of title 18,
lUnited States Code, is amended by adding at the end the fol-
owing:

“(le)  NONENFORCEABILITY OF CERTAIN PROVISIONS WAIVING
RIGHTS AND REMEDIES OR REQUIRING ARBITRATION OF DISPUTES.—

“(1) WAIVER OF RIGHTS AND REMEDIES.—The rights and
remedies provided for in this section may not be waived by any
agreement, policy form, or condition of employment, including
by a predispute arbitration agreement.

“2) PREDISPUTE ARBITRATION  AGREEMENTS.—No
predispute arbitration agreement shall be valid or enforceable,
if the agreement requires arbitration of a dispute arising under
this section.”.

(d) StuDY OF WHISTLEBLOWER PROTECTION PROGRAM.—

(1) STUDY.—The Inspector General of the Commission shall
conduct a study of the whistleblower protections established
under the amendments made by this section, including—

(A) whether the final rules and regulation issued under
the amendments made by this section have made the whis-
tleblower protection program (referred to in this subsection
as the “program”) clearly defined and user-friendly;

(B) whether the program is promoted on the website of
the Commission and has been widely publicized;

(C) whether the Commission is prompt in—

(i) responding to—
p (I) information provided by whistleblowers;
an
(I1) applications for awards filed by whistle-
blowers;
(it) updating whistleblowers about the status of
their applications; and
(iit) otherwise communicating with the interested
parties;

(D) whether the minimum and maximum reward levels
are adequate to entice whistleblowers to come forward with
information and whether the reward levels are so high as
to encourage illegitimate whistleblower claims;

(E) whether the appeals process has been unduly bur-
densome for the Commission;

(F) whether the funding mechanism for the Investor
Protection Fund is adequate;
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(G) whether, in the interest of protecting investors and
identifying and preventing fraud, it would be useful for
Congress to consider empowering whistleblowers or other
individuals, who have already attempted to pursue the case
through the Commission, to have a private right of action
to bring suit based on the facts of the same case, on behalf
of the Government and themselves, against persons who
have committee securities fraud;

(H)(i) whether the exemption under section 552(b)(3) of
title 5 (known as the Freedom of Information Act) estab-
lished in section 21F(h)(2)(A) of the Securities Exchange
Act of 1934, as added by this Act, aids whistleblowers in
disclosing information to the Commission,

(it) what impact the exemption described in clause (i)
has had on the ability of the public to access information
about the regulation and enforcement by the Commission of
securities; and

(iti) any recommendations on whether the exemption
described in clause (i) should remain in effect; and

(I) such other matters as the Inspector General deems
appropriate.

(2) REPORT.—Not later than 30 months after the date of en-
actment of this Act, the Inspector General shall—

(A) submit a report on the findings of the study re-
quired under paragraph (1) to the Committee on Banking,
Housing, and Urban Affairs of the Senate and the Com-
mittee on Financial Services of the House; and

(B) make the report described in subparagraph (A)
available to the public through publication of the report on
the website of the Commission.

SEC. 923. COIT\]IF(‘) ?\IIEMING AMENDMENTS FOR WHISTLEBLOWER PROTEC-
(a) IN GENERAL.—

(1) SECURITIES ACT OF 1933.—Section 20(d)(3)(A) of the Se-
curities Act of 1933 (15 U.S.C. 77t(d)(3)(A)) is amended by in-
serting “and section 21F of the Securities Exchange Act of 1934”
after “the Sarbanes-Oxley Act of 2002”.

(2) INVESTMENT COMPANY ACT OF 1940.—Section 42(e)(3)(A)
of the Investment Company Act of 1940 (15 U.S.C. 80a—
41(e)(3)(A)) is amended by inserting “and section 21F of the Se-
curities Exchange Act of 1934 after “the Sarbanes-Oxley Act of
2002”.

(3) INVESTMENT ADVISERS ACT OF  1940.—Section
209(e)(3)(A) of the Investment Advisers Act of 1940 (15 U.S.C.
80b-9(e)(3)(A)) is amended by inserting “and section 21F of the
S;curities Exchange Act of 1934” after “the Sarbanes-Oxley Act
of 2002”.

(b) SECURITIES EXCHANGE ACT.—

(1) SECTION 21.—Section 21(d)(3)(C)(i) of the Securities Ex-
change Act of 1934 (15 U.S.C. 78u(d)(3)(C)(i)) is amended by in-
serting “and section 21F of this title” after “the Sarbanes-Oxley
Act of 2002”.

(2) SECTION 21A.—Section 21A of the Securities Exchange
Act of 1934 (15 U.S.C. 78u—1) is amended—

(A) in subsection (d)(1) by—
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(i) striking “(subject to subsection (e))”; and
(it) inserting “and section 21F of this title” after
“the Sarbanes-Oxley Act of 20027;
(B) by striking subsection (e); and
(C) by redesignating subsections (f) and (g) as sub-
sections (e) and (f), respectively.
SEC. 924. IMPLEMENTATION AND TRANSITION PROVISIONS FOR WHIS-
TLEBLOWER PROTECTION.

(a) IMPLEMENTING RULES.—The Commission shall issue final
regulations implementing the provisions of section 21F of the Secu-
rities Exchange Act of 1934, as added by this subtitle, not later than
270 days after the date of enactment of this Act.

(b) ORIGINAL INFORMATION.—Information provided to the Com-
mission in writing by a whistleblower shall not lose the status of
original information (as defined in section 21F(a)(3) of the Securi-
ties Exchange Act of 1934, as added by this subtitle) solely because
the whistleblower provided the information prior to the effective
date of the regulations, if the information is provided by the whistle-
blower after the date of enactment of this subtitle.

(¢) AWARDS.—A whistleblower may receive an award pursuant
to section 21F of the Securities Exchange Act of 1934, as added by
this subtitle, regardless of whether any violation of a provision of
the securities laws, or a rule or regulation thereunder, underlying
the judicial or administrative action upon which the award is
based, occurred prior to the date of enactment of this subtitle.

(d) ADMINISTRATION AND ENFORCEMENT.—The Securities and
Exchange Commission shall establish a separate office within the
Commission to administer and enforce the provisions of section 21F
of the Securities Exchange Act of 1934 (as added by section 922(a)).
Such office shall report annually to the Committee on Banking,
Housing, and Urban Affairs of the Senate and the Committee on Fi-
nancial Services of the House of Representatives on its activities,
whistleblower complaints, and the response of the Commission to
such complaints.

SEC. 925. COLLATERAL BARS.
(a) SECURITIES EXCHANGE ACT OF 1934.—

(1) SECTION 15.—Section 15(b)(6)(A) of the Securities Ex-
change Act of 1934 (15 U.S.C. 780(b)(6)(A)) is amended by strik-
ing “12 months, or bar such person from being associated with
a broker or dealer,” and inserting “12 months, or bar any such
person from being associated with a broker, dealer, investment
adviser, municipal securities dealer, municipal advisor, transfer
agent, or nationally recognized statistical rating organization,”.

(2) SECTION 15B.—Section 15B(c)(4) of the Securities Ex-
change Act of 1934 (15 U.S.C. 780—4(c)(4)) is amended by strik-
ing “twelve months or bar any such person from being associ-
ated with a municipal securities dealer,” and inserting “12
months or bar any such person from being associated with a
broker, dealer, investment adviser, municipal securities dealer,
municipal advisor, transfer agent, or nationally recognized sta-
tistical rating organization,”.

(3) SECTION 17A.—Section 17A(c)(4)(C) of the Securities Ex-
change Act of 1934 (15 U.S.C. 78q—-1(c)(4)(C)) is amended by
striking “twelve months or bar any such person from being as-
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sociated with the transfer agent,” and inserting “12 months or

bar any such person from being associated with any transfer

agent, broker, dealer, investment adviser, municipal securities
dealer, municipal advisor, or nationally recognized statistical
rating organization,”.

(b) INVESTMENT ADVISERS ACT OF 1940.—Section 203(f) of the
Investment Advisers Act of 1940 (15 U.S.C. 80b-3(f)) is amended by
striking “twelve months or bar any such person from being associ-
ated with an investment adviser,” and inserting “12 months or bar
any such person from being associated with an investment adviser,
broker, dealer, municipal securities dealer, municipal advisor,
transfer agent, or nationally recognized statistical rating organiza-
tion,”.

SEC. 926. DISQUALIFYING FELONS AND OTHER “BAD ACTORS” FROM
REGULATION D OFFERINGS.

Not later than 1 year after the date of enactment of this Act,
the Commission shall issue rules for the disqualification of offerings
and sales of securities made under section 230.506 of title 17, Code
of Federal Regulations, that—

(1) are substantially similar to the provisions of section
230.262 of title 17, Code of Federal Regulations, or any suc-
cessor thereto; and

(2) disqualify any offering or sale of securities by a person
that—

(A) is subject to a final order of a State securities com-
mission (or an agency or officer of a State performing like
functions), a State authority that supervises or examines
banks, savings associations, or credit unions, a State insur-
ance commission (or an agency or officer of a State per-
forming like functions), an appropriate Federal banking
agency, or the National Credit Union Administration,
that—

(i) bars the person from—
() association with an entity regulated by
such commission, authority, agency, or officer;
(II) engaging in the business of securities, in-
surance, or banking; or
(I11) engaging in savings association or credit
union activities; or
(i) constitutes a final order based on a violation of
any law or regulation that prohibits fraudulent, ma-
nipulative, or deceptive conduct within the 10-year pe-
riod ending on the date of the filing of the offer or sale;
or

(B) has been convicted of any felony or misdemeanor in
connection with the purchase or sale of any security or in-
volving the making of any false filing with the Commission.

SEC. 927. EQUAL g’REATMENT OF SELF-REGULATORY ORGANIZATION
RULES.

Section 29(a) of the Securities Exchange Act of 1934 (15 U.S.C.
78cc(a)) is amended by striking “an exchange required thereby” and
inserting “a self-regulatory organization,”.
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SEC. 928. CLARIFICATION THAT SECTION 205 OF THE INVESTMENT AD-
VISERS ACT OF 1940 DOES NOT APPLY TO STATE-REG-
ISTERED ADVISERS.

Section 205(a) of the Investment Advisers Act of 1940 (15
?)S.C' 80b-5(a)) is amended, in the matter preceding paragraph
1)—

(1) by striking “, unless exempt from registration pursuant
to section 203(b),” and inserting “registered or required to be
registered with the Commission”;

(2) by striking “make use of the mails or any means or in-
str&tmentality of interstate commerce, directly or indirectly, to”;
an

(3) by striking “to” after “in any way”.

SEC. 929. UNLAWFUL MARGIN LENDING.

Section 7(c)(1)(A) of the Securities Exchange Act of 1934 (15
U.§.C. 78g(c)(1)(A)) is amended by striking “; and” and inserting
or”.

SEC. 929A. PROTECTION FOR EMPLOYEES OF SUBSIDIARIES AND AF-
FILIATES OF PUBLICLY TRADED COMPANIES.

Section 1514A of title 18, United States Code, is amended by
inserting “including any subsidiary or affiliate whose financial in-
formation is included in the consolidated financial statements of
such company” after “the Securities Exchange Act of 1934 (15
U.S.C. 780(d))”.

SEC. 929B. FAIR FUND AMENDMENTS.
Section 308 of the Sarbanes-Oxley Act of 2002 (15 U.S.C.
7246(a)) is amended—
(1) by striking subsection (a) and inserting the following:
“(a) CrviL PENALTIES TO BE USED FOR THE RELIEF OF VIC-
TIMS.—If, in any judicial or administrative action brought by the
Commission under the securities laws, the Commission obtains a
civil penalty against any person for a violation of such laws, or such
person agrees, in settlement of any such action, to such civil penalty,
the amount of such civil penalty shall, on the motion or at the direc-
tion 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) in subsection (b)—

(A) by striking “for a disgorgement fund described in
subsection (a)” and inserting “for a disgorgement fund or
other fund described in subsection (a)”; and

(B) by striking “in the disgorgement fund” and insert-
ing “in such fund”; and
(3) by striking subsection (e).

SEC. 929C. INCREASING THE BORROWING LIMIT ON TREASURY LOANS.
Section 4(h) of the Securities Investor Protection Act of 1970 (15
U.S.C. 78ddd(h)) is amended in the first sentence, by striking
“$1,000,000,000” and inserting “$2,500,000,000"”.
SEC. 929D. LOST AND STOLEN SECURITIES.
Section 17(f)(1) of the Securities Exchange Act of 1934 (15
U.S.C. 78q(f)(1)) is amended—
(1) in subparagraph (A), by striking “missing, lost, counter-
feit, or stolen securities” and inserting “securities that are miss-
ing, lost, counterfeit, stolen, or cancelled”; and
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(2) in subparagraph (B), by striking “or stolen” and insert-
ing “stolen, cancelled, or reported in such other manner as the
Commission, by rule, may prescribe”.

SEC. 929E. NATIONWIDE SERVICE OF SUBPOENAS.

(a) SECURITIES ACT OF 1933.—Section 22(a) of the Securities
Act of 1933 (15 U.S.C. 77v(a)) is amended by inserting after the sec-
ond sentence the following: “In any action or proceeding instituted
by the Commission under this title in a United States district court
for any judicial district, a subpoena issued to compel the attendance
of a witness or the production of documents or tangible things (or
both) at a hearing or trial may be served at any place within the
United States. Rule 45(c)(3)(A)(ii) of the Federal Rules of Civil Pro-
cedure shall not apply to a subpoena issued under the preceding
sentence.”.

(b) SECURITIES EXCHANGE ACT OF 1934.—Section 27 of the Se-
curities Exchange Act of 1934 (15 U.S.C. 78aa) is amended by in-
serting after the third sentence the following: “In any action or pro-
ceeding instituted by the Commission under this title in a United
States district court for any judicial district, a subpoena issued to
compel the attendance of a witness or the production of documents
or tangible things (or both) at a hearing or trial may be served at
any place within the United States. Rule 45(c)(3)(A)(ii) of the Fed-
eral Rules of Civil Procedure shall not apply to a subpoena issued
under the preceding sentence.”.

(¢) INVESTMENT COMPANY ACT OF 1940.—Section 44 of the In-
vestment Company Act of 1940 (15 U.S.C. 80a—43) is amended by
inserting after the fourth sentence the following: “In any action or
proceeding instituted by the Commission under this title in a United
States district court for any judicial district, a subpoena issued to
compel the attendance of a witness or the production of documents
or tangible things (or both) at a hearing or trial may be served at
any place within the United States. Rule 45(c)(3)(A)(ii) of the Fed-
eral Rules of Civil Procedure shall not apply to a subpoena issued
under the preceding sentence.”.

(d) INVESTMENT ADVISERS ACT OF 1940.—Section 214 of the In-
vestment Advisers Act of 1940 (15 U.S.C. 80b-14) is amended by in-
serting after the third sentence the following: “In any action or pro-
ceeding instituted by the Commission under this title in a United
States district court for any judicial district, a subpoena issued to
compel the attendance of a witness or the production of documents
or tangible things (or both) at a hearing or trial may be served at
any place within the United States. Rule 45(c)(3)(A)(ii) of the Fed-
eral Rules of Civil Procedure shall not apply to a subpoena issued
under the preceding sentence.”.

SEC. 929F. FORMERLY ASSOCIATED PERSONS.

(a¢) MEMBER OR EMPLOYEE OF THE MUNICIPAL SECURITIES
RULEMAKING BOARD.—Section 15B(c)(8) of the Securities Exchange
Act of 1934 (15 U.S.C. 780—4(c)(8)) is amended by striking “any
member or employee” and inserting “any person who is, or at the
time of the alleged violation or abuse was, a member or employee”.

(b) PERSON ASSOCIATED WITH A GOVERNMENT SECURITIES
BROKER OR DEALER.—Section 15C(c) of the Securities Exchange Act
of 1934 (15 U.S.C. 780-5(c)) is amended—
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(1) in paragraph (1)(C), by striking “any person associated,
or seeking to become associated,” and inserting “any person who
is, or at the time of the alleged misconduct was, associated or
seeking to become associated”; and

(2) in paragraph (2)—

(A) in subparagraph (A), by inserting “, seeking to be-
come associated, or, at the time of the alleged misconduct,
associated or seeking to become associated” after “any per-
son associated”; and

(B) in subparagraph (B), by inserting “, seeking to be-
come associated, or, at the time of the alleged misconduct,
associated or seeking to become associated” after “any per-
son associated”.

(¢c) PERSON ASSOCIATED WITH A MEMBER OF A NATIONAL SECU-
RITIES EXCHANGE OR REGISTERED SECURITIES ASSOCIATION.—Sec-
tion 21(a)(1) of the Securities Exchange Act of 1934 (15 U.S.C.
78u(a)(1)) is amended, in the first sentence, by inserting “, or, as to
any act or practice, or omission to act, while associated with a mem-
ber, formerly associated” after “member or a person associated”.

(d) PARTICIPANT OF A REGISTERED CLEARING AGENCY.—Section
21(a)(1) of the Securities Exchange Act of 1934 (15 U.S.C. 78u(a)(1))
is amended, in the first sentence, by inserting “or, as to any act or
practice, or omission to act, while a participant, was a participant,”
after “in which such person is a participant,”.

(e) OFFICER OR DIRECTOR OF A SELF-REGULATORY ORGANIZA-
TION.—Section 19(h)(4) of the Securities Exchange Act of 1934 (15
U.S.C. 78s(h)(4)) is amended—

(1) by striking “any officer or director” and inserting “any
person who is, or at the time of the alleged misconduct was, an
officer or director”; and

(2) by striking “such officer or director” and inserting “such
person”.

(f) OFFICER OR DIRECTOR OF AN INVESTMENT COMPANY.—Sec-
tion 36(a) of the Investment Company Act of 1940 (15 U.S.C. 80a-
35(a)) is amended—

(1) by striking “a person serving or acting” and inserting “a
person who is, or at the time of the alleged misconduct was,
serving or acting”; and

(2) by striking “such person so serves or acts” and inserting
“such person so serves or acts, or at the time of the alleged mis-
conduct, so served or acted”.

(g) PERSON ASSOCIATED WITH A PUBLIC ACCOUNTING FIRM.—

(1) SARBANES-OXLEY ACT OF 2002 AMENDMENT.—Section
2(a)(9) of the Sarbanes-Oxley Act of 2002 (15 U.S.C. 7201(9)) is
amended by adding at the end the following:

“(C) INVESTIGATIVE AND ENFORCEMENT AUTHORITY.—
For purposes of sections 3(c), 101(c), 105, and 107(c) and
the rules of the Board and Commission issued thereunder,
except to the extent specifically excepted by such rules, the
terms defined in subparagraph (A) shall include any per-
son associated, seeking to become associated, or formerly
associated with a public accounting firm, except that—

“(i) the authority to conduct an investigation of
such person under section 105(b) shall apply only with
respect to any act or practice, or omission to act, by the
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person while such person was associated or seeking to
become associated with a registered public accounting
firm; and

“(ii) the authority to commence a disciplinary pro-
ceeding under section 105(c)(1), or impose sanctions
under section 1056(c)(4), against such person shall
apply only with respect to—

“(I) conduct occurring while such person was
associated or seeking to become associated with a
registered public accounting firm; or