TITLE IX--INVESTOR PROTECTIONS AND IMPROVEMENTS TO THE REGULATION OF SECURITIES
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- 
`(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;
`(iii) 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 recommendations as the Committee determines are appropriate, 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 investors, including the interests of pension funds and registered investment companies;
`(iii) 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 appointed under paragraph (1)(B) shall not be deemed to be employees or agents of the Commission solely because of membership on the Committee.
`(c) Chairman; Vice Chairman; Secretary; Assistant Secretary- 
`(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- 
`(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 the Committee who is not a full-time employee of the United States shall--
`(1) be compensated at a rate not to exceed the daily equivalent of the annual rate of basic pay in effect 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 subsistence, in the same manner as persons employed intermittently 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 Committee 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 Committee; and
`(2) each time the Committee submits a finding or recommendation to the Commission, issue a public statement--
`(A) assessing the finding or recommendation of the Committee; and
`(B) disclosing the action, if any, the Commission intends to take with respect to the finding or recommendation.
`(h) Committee Findings- Nothing in this section shall require the Commission to agree to or act upon any finding or recommendation of the Committee.
`(i) Federal Advisory Committee Act- The Federal Advisory 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 ENGAGE 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. 78c), and the purposes of considering, proposing, adopting, or engaging in any such rule or program or developing new rules or programs, the Commission may--
`(1) gather information from and communicate with investors 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) Rule of Construction- For purposes of the Paperwork Reduction Act (44 U.S.C. 3501 et seq.), any action taken under subsection (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) Definitions- In this section--
(1) the term `FINRA' means the Financial Industry Regulatory Authority; and
(2) the term `retail customer' means an individual customer of a broker, dealer, investment adviser, person associated with a broker or dealer, or a person associated with an investment adviser.
(b) In General- The Commission shall conduct a study to evaluate--
(1) the effectiveness of existing legal or regulatory 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 and recommendations about securities to retail customers imposed by the Commission and FINRA, and other Federal and State legal or regulatory standards; and
(2) whether there are legal or regulatory gaps or overlap 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 securities to retail customers that should be addressed by rule or statute.
(c) Considerations- In conducting the study required under subsection (b), the Commission shall consider--
(1) the regulatory, examination, and enforcement resources devoted to, and activities of, the Commission and FINRA 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, including--
(A) the frequency of examinations of brokers, dealers, and investment advisers; and
(B) the length of time of the examinations;
(2) the substantive differences, compared and contrasted in detail, in the regulation of brokers, dealers, and investment advisers, when providing personalized investment advice and recommendations about securities to retail customers, including the differences in the amount of resources devoted to the regulation and examination of brokers, dealers, and investment advisers, by the Commission and FINRA;
(3) the specific instances in which--
(A) the regulation and oversight of investment advisers provide greater protection to retail customers than the regulation and oversight of brokers and dealers; and
(B) the regulation and oversight of brokers and dealers provide greater protection to retail customers than the regulation and oversight of investment advisers;
(4) the existing legal or regulatory standards of State securities regulators and other regulators intended to protect retail customers;
(5) 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 imposing 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; and
(B) other requirements of the Investment Advisers Act of 1940 (15 U.S.C. 80b-1 et seq.);
(6) the potential impact of--
(A) imposing on investment advisers the standard of care applied by the Commission and FINRA under the Securities Exchange Act of 1934 (15 U.S.C. 78a et seq.) for providing recommendations about securities to retail customers of brokers and dealers and other Commission and FINRA requirements applicable to brokers and dealers; and
(B) authorizing the Commission to designate 1 or more self-regulatory organizations to augment the efforts of the Commission to oversee investment advisers;
(7) 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 potential benefits or harm to retail customers that could result from such a change, including any potential impact on access to personalized investment advice and recommendations about securities to retail customers or the availability of such advice and recommendations;
(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 licensing, registration, and examination requirements; and
(ii) the additional costs, if any, to the additional entities and individuals; and
(C) the impact on Commission resources to--
(i) conduct examinations of registered investment advisers and the representatives of registered investment advisers, including the impact on the examination cycle; and
(ii) enforce the standard of care and other applicable requirements imposed under the Investment Advisers Act of 1940 (15 U.S.C. 80b-1 et seq.);
(8) the ability of investors to understand the differences in terms of regulatory oversight and examinations between brokers, dealers, and investment advisers;
(9) the varying level of services provided by brokers, dealers, investment advisers, persons associated with brokers or dealers, and persons associated with investment advisers to retail customers and the varying scope and terms of retail customer relationships of brokers, dealers, investment advisers, persons associated with brokers or dealers, and persons associated with investment advisers with such retail customers;
(10) any potential benefits or harm to retail customers that could result from any potential changes in the regulatory requirements or legal standards affecting brokers, dealers, investment advisers, persons associated with brokers or dealers, and persons associated with investment advisers relating to their obligations to retail customers, including any potential impact on--
(A) protection from fraud;
(B) access to personalized investment advice, and recommendations about securities to retail customers; or
(C) the availability of such advice and recommendations;
(11) the additional costs and expenses to retail customers and to brokers, dealers, and investment advisers resulting from potential changes in the regulatory requirements or legal standards affecting brokers, dealers, investment advisers, persons associated with brokers or dealers, and persons associated with investment advisers relating to their obligations to retail customers; and
(12) any other consideration that the Commission deems necessary and appropriate to effectively execute the study required under subsection (b).
(d) Report- 
(1) IN GENERAL- Not later than 1 year 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 recommendations 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 (e), to make such findings, conclusions, and policy recommendations; and
(B) an analysis of--
(i) whether any identified legal or regulatory gaps or overlap 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 securities to retail customers can be addressed by rule; and
(ii) whether, and the extent to which, the Commission would require additional statutory authority to address such gaps or overlap.
(e) Public Comment- The Commission shall seek and consider public input, comments, and data in order to prepare the report required under subsection (d).
(f) Rulemaking- 
(1) IN GENERAL- If the study required under subsection (b) identifies any gaps or overlap in the 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 securities to such retail customers, the Commission, not later than 2 years after the date of enactment of this Act, shall--
(A) commence a rulemaking, as necessary or appropriate in the public interest and for the protection of retail customers, to address such regulatory gaps and overlap that can be addressed by rule, using its authority under the Securities Exchange Act of 1934 (15 U.S.C. 78a et seq.) and the Investment Advisers Act of 1940 (15 U.S.C. 80b-1 et seq.); and
(B) consider and take into account the findings, conclusions, and recommendations of the study required under this section.
(2) RULE OF CONSTRUCTION- Nothing in this section shall be construed to limit the rulemaking authority of the Commission under any other provision of Federal law.
SEC. 914. 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 subsection 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
`(ii) 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 perspective of investors.
`(B) COMPENSATION- The annual rate of pay for the Investor Advocate shall be equal to the highest rate of annual pay for a Senior Executive Service position within the Commission.
`(C) LIMITATION ON SERVICE- An individual who serves as the Investor Advocate may not be employed by the Commission--
`(i) during the 2-year period ending on the date of appointment as Investor Advocate; or
`(ii) during the 5-year period beginning on the date on which the person ceases to serve as the Investor Advocate.
`(3) STAFF OF OFFICE- The Investor Advocate may retain or employ independent counsel, research staff, and service staff, as the Investor Advocate deems necessary to carry out the functions, powers, and duties of the Office.
`(4) FUNCTIONS OF THE INVESTOR ADVOCATE- The Investor Advocate shall--
`(A) assist retail investors in resolving significant problems 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 financial service providers and investment products;
`(D) analyze the potential impact on investors of--
`(i) proposed regulations of the Commission; and
`(ii) proposed rules of self-regulatory organizations registered under this title; and
`(E) to the extent practicable, propose to the Commission changes in the regulations or orders of the Commission and to Congress any legislative, administrative, or personnel changes that may be appropriate to mitigate problems 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 necessary 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 Affairs 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 fiscal year.
`(ii) 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 submit 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 immediately preceding fiscal year.
`(ii) CONTENTS- Each report required under clause (i) shall include--
`(I) appropriate statistical information and full and substantive analysis;
`(II) information on steps that the Investor Advocate has taken during the reporting period to improve investor services and the responsiveness of the Commission and self-regulatory organizations to investor concerns;
`(III) a summary of the most serious problems encountered by investors during the reporting period;
`(IV) an inventory of the items described in subclauses (III) that includes--
`(aa) identification of any action taken by the Commission or the self-regulatory organization 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 resolve problems encountered by investors; and
`(VI) any other information, as determined appropriate by the Investor Advocate.
`(iii) INDEPENDENCE- Each report required under this paragraph shall be provided directly to the Committees 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 Office 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 recommendations submitted to the Commission by the Investor Advocate, not later than 3 months after the date of such submission.'.
SEC. 915. STREAMLINING OF FILING PROCEDURES FOR SELF-REGULATORY ORGANIZATIONS.
(a) Filing Procedures- Section 19(b) of the Securities Exchange Act of 1934 (15 U.S.C. 78s(b)) is amended by striking paragraph (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 Commission shall--
`(I) by order, approve the proposed rule change; or
`(II) institute proceedings under subparagraph (B) to determine whether the proposed rule change should be disapproved.
`(ii) EXTENSION OF TIME PERIOD- The Commission 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
`(II) the self-regulatory organization that filed the proposed rule change consents to the longer period.
`(B) PROCEEDINGS- 
`(i) NOTICE AND HEARING- If the Commission does not approve a proposed rule change under subparagraph (A), the Commission shall provide to the self-regulatory organization that filed the proposed 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 publication of notice of the filing of the proposed rule change.
`(ii) ORDER OF APPROVAL OR DISAPPROVAL- 
`(I) IN GENERAL- Except as provided in subclause (II), not later than 180 days after the date of publication under paragraph (1), the Commission shall issue an order approving or disapproving the proposed rule change.
`(II) EXTENSION OF TIME PERIOD- The Commission may extend the period for issuance under clause (I) 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.
`(ii) DISAPPROVAL- The Commission shall disapprove a proposed rule change of a self-regulatory organization if it does not make a finding described in clause (i).
`(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.
`(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 the proposed rule change or begin proceedings under subparagraph (B) within the period described in subparagraph (A); or
`(ii) the Commission does not issue an order approving 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 filing 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 thereafter 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.'.
(b) Clarification of Filing Date- 
(1) RULE OF CONSTRUCTION- Section 19(b) of the Securities 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 days after the date of receipt 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.'.
(2) PUBLICATION- Section 19(b)(1) of the Securities Exchange 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'.
(c) Effective Date of Proposed Rules- Section 19(b)(3) of the Securities Exchange Act of 1934 (15 U.S.C. 78s(b)(3)) is amended--
(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 person 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 summarily 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 appropriate 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 disapproved.'; and
(C) in the third sentence, by striking `the preceding sentence' and inserting `this subparagraph'.
(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 suspension 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 regulatory 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
`(II) the reasons for the determination described in subclause (I).
`(ii) If the Commission takes action under clause (i), the Commission shall institute proceedings under paragraph (2)(B) to determine if the proposed rule change should be approved or disapproved.'.
SEC. 916. STUDY REGARDING FINANCIAL LITERACY AMONG INVESTORS.
(a) In General- The Commission shall conduct a study to identify--
(1) the existing level of financial literacy among retail investors, including subgroups of investors identified by the Commission;
(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 information that retail investors need to make informed financial decisions 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 services and products, including shares of open-end companies described in paragraph (3);
(5) the most effective existing private and public efforts to educate investors; and
(6) in consultation with the Financial Literacy and Education Commission, a strategy (including, to the extent practicable, measurable goals and objectives) to increase the financial literacy of investors in order to bring about a positive change in investor behavior.
(b) Report- Not later than 2 years after the date of enactment of this Act, the Commission shall submit a report on the study required 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. 917. 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 investment company shares, including the use of past performance data, funds that have merged, and incubator funds;
(3) the impact of such advertising on consumers; and
(4) recommendations to improve investor protections in mutual fund advertising and additional information necessary to ensure that investors can make informed financial decisions when purchasing shares.
(b) Report- Not later than 1 year after the date of enactment of this Act, the Comptroller General of the United States shall submit a report on the results of the study conducted under subsection (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. 918. CLARIFICATION OF COMMISSION AUTHORITY TO REQUIRE INVESTOR DISCLOSURES BEFORE PURCHASE OF INVESTMENT PRODUCTS AND SERVICES.
Section 15 of the Securities Exchange Act of 1934 (15 U.S.C. 78o) is amended by adding at the end the following:
`(k) 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 INFORMATION- 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
`(ii) any compensation or other financial incentive received by a broker, dealer, or other intermediary in connection with the purchase of retail investment products.'.
SEC. 919. 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 equity and fixed income securities analyst functions within the same firm; and
(2) to make recommendations to Congress designed to protect investors in light of such conflicts.
(b) Considerations- In conducting the study under subsection (a), the Comptroller General shall--
(1) consider--
(A) the potential for investor harm resulting from conflicts, 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, including firewalls between research and investment banking, separate reporting lines, dedicated legal and compliance staffs, allocation of budget, physical separation, compensation, employee performance evaluations, coverage decisions, limitations on soliciting investment banking business, 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 undertakings to securities firms; and
(D) whether to recommend regulatory or legislative measures designed to mitigate possible adverse consequences to investors arising from the conflicts of interest or to enhance investor protection or confidence in the integrity of the securities markets; and
(2) consult with State attorneys general, State securities officials, the Commission, the Financial Industry Regulatory Authority (`FINRA'), NYSE Regulation, investor advocates, brokers, dealers, retail investors, institutional investors, and academics.
(c) 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 Committee on Financial Services of the House of Representatives, not later than 18 months after the date of enactment of this Act.
SEC. 919A. 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 investors to registration information (including disciplinary actions, 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 Registration Depository systems, as well as identify additional information 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--
(A) identification of those data pertinent to investors; and
(B) the identification of the method and format for displaying 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 Commission shall implement any recommendations of the study.
SEC. 919B. STUDY ON FINANCIAL PLANNERS AND THE USE OF FINANCIAL 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 protect consumers from individuals who hold themselves out as financial planners through the use of misleading designations;
(2) current State and Federal oversight structure and regulations 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 regarding the management of financial resources, including investment 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 financial planners;
(3) the use of the title `financial planner' and misleading designations in connection with sale of financial products, including insurance and securities;
(4) the possible risk posed to consumers by individuals who hold themselves out as financial planners through the use of misleading designations, including `financial advisor' and `financial consultant';
(5) the ability of consumers to understand licensing requirements and standards of care that apply to individuals who provide financial advice;
(6) the possible benefits to consumers of regulation and professional oversight of financial planners; and
(7) any other consideration that the Comptroller General deems necessary or appropriate to effectively execute the study required under subsection (a).
(c) 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 consumers of financial planning services, 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 protect consumers, including but not limited to the need to establish competency standards, practice standards, ethical guidelines, disciplinary authority, and transparency to 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
(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 required under subsection (a), including a description of the considerations, analysis, and government, public, industry, nonprofit and consumer input that the Comptroller General considered to make such findings, conclusions, and legislative, regulatory, or other recommendations.
Subtitle B--Increasing Regulatory Enforcement and Remedies
SEC. 921. AUTHORITY TO ISSUE RULES RELATED TO MANDATORY PREDISPUTE ARBITRATION.
(a) Amendment to Securities Exchange Act of 1934- Section 15 of the Securities Exchange Act of 1934 (15 U.S.C. 78o), as amended by section 918, is amended by adding at the end the following:
`(l) Authority To Restrict Mandatory Predispute Arbitration- The Commission may conduct a rulemaking to reaffirm or prohibit, or impose or not impose conditions or limitations on the use of, agreements that require customers or clients of any broker, dealer, or municipal securities dealer to arbitrate any dispute between them and such broker, dealer, or municipal securities dealer that arises under the securities laws or the rules of a self-regulatory organization, if the Commission finds that such reaffirmation, prohibition, imposition of conditions or limitations, or other action is in the public interest and for the protection of investors.'.
(b) Amendment to Investment Advisers Act of 1940- Section 205 of the Investment Advisers Act of 1940 (15 U.S.C. 80b-5) is amended by adding at the end the following:
`(f) Authority To Issue Rules Related to Mandatory Predispute Arbitration- The Commission may conduct rulemaking to reaffirm or prohibit, or impose or not impose conditions or limitations on the use of, agreements that require customers or clients of any investment adviser to arbitrate any dispute between them and such investment adviser that arises under the securities laws, as defined in section 3 of the Securities Exchange Act of 1934 (15 U.S.C. 78c), or the rules of a self-regulatory organization, if the Commission finds that such reaffirmation, prohibition, imposition of conditions or limitations, or other action is in the public interest and for the protection of investors.'.
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 following:
`SEC. 21F. SECURITIES WHISTLEBLOWER INCENTIVES AND PROTECTION.
`(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 judicial 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 Exchange Commission Investor Protection Fund.
`(3) ORIGINAL INFORMATION- The term `original information' 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 information.
`(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
`(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 subclauses (I) through (IV) of subsection (h)(2)(D)(i) that is based upon the original information provided by a whistleblower pursuant to subsection (a) that led to the successful enforcement of the Commission action.
`(6) WHISTLEBLOWER- The term `whistleblower' means any individual, or 2 or more individuals acting jointly, who provides 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 administrative action, or related action, the Commission, under regulations 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 Commission that led to the successful enforcement of the covered judicial 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 action or related actions.
`(2) PAYMENT OF AWARDS- Any amount paid under paragraph (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 discretion of the Commission.
`(B) CRITERIA- In determining the amount of an award made under subsection (b), the Commission shall take into account--
`(i) the significance of the information provided by the whistleblower to the success of the covered judicial or administrative action;
`(ii) the degree of assistance provided by the whistleblower and any legal representative of the whistleblower in a covered judicial or administrative action;
`(iii) the programmatic interest of the Commission in deterring violations of the securities laws by making awards to whistleblowers who provide information that lead to the successful enforcement of such laws; and
`(iv) such additional relevant factors as the Commission may establish by rule or regulation.
`(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;
`(iii) 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 criminal 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 submission would be contrary to the requirements of section 101A of the Securities Exchange Act of 1934 (15 U.S.C. 78j-1); or
`(D) to any whistleblower who fails to submit information 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 represented by counsel.
`(2) REQUIRED REPRESENTATION- 
`(A) IN GENERAL- Any whistleblower who anonymously makes a claim for an award under subsection (b) shall be represented by counsel if the whistleblower anonymously 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.
`(e) No Contract Necessary- No contract with the Commission 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, including whether, to whom, or in what amount to make awards, shall be in the discretion of the Commission. Any such determination may be appealed to the appropriate court of appeals of the United States not more than 30 days after the determination is issued by the Commission. The court shall review the determination made by the Commission in accordance with section 706 of title 5, United States Code.
`(g) Investor Protection Fund- 
`(1) FUND ESTABLISHED- There is established in the Treasury of the United States a fund to be known as the `Securities and Exchange Commission Investor Protection Fund'.
`(2) USE OF FUND- The Fund shall be available to the Commission, without further appropriation or fiscal year limitation, 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(i).
`(3) DEPOSITS AND CREDITS- There shall be deposited into or credited to the Fund an amount equal to--
`(A) the amount awarded under subsection (b) from any monetary sanction collected by the Commission in any judicial or administrative action brought by the Commission that is based on information provided by a whistleblower under the securities laws, unless, the balance of the Fund at the time the monetary sanction is collected exceeds $200,000,000;
`(B) any monetary sanction added to a disgorgement fund or other fund pursuant to section 308 of the Sarbanes-Oxley Act of 2002 (15 U.S.C. 7246) that is not distributed to the victims for whom the disgorgement fund was established, unless the balance of the disgorgement fund at the time the determination is made not to distribute the monetary sanction to such victims exceeds $100,000,000; and
`(C) all income from investments made under paragraph (4).
`(4) INVESTMENTS- 
`(A) AMOUNTS IN FUND MAY BE INVESTED- The Commission 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 principal and interest by the United States, with maturities 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 Representatives a report on--
`(A) the whistleblower award program, established under this section, including--
`(i) a description of the number of awards granted; and
`(ii) the types of cases in which awards were granted 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 preceding fiscal year to whistleblowers pursuant to subsection (b);
`(F) the balance of the Fund at the end of the preceding fiscal year; and
`(G) a complete set of audited financial statements, including--
`(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, demote, 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 subsection (a); or
`(ii) in assisting in any investigation or judicial or administrative action of the Commission based upon or related to such information.
`(B) ENFORCEMENT- 
`(i) CAUSE OF ACTION- An individual who alleges discharge or other discrimination in violation of subparagraph (A) may bring an action under this subsection in the appropriate district court of the United States for the relief provided in subparagraph (C).
`(ii) SUBPOENAS- A subpoena requiring the attendance of a witness at a trial or hearing conducted under this section may be served at any place in the United States.
`(iii) STATUTE OF LIMITATIONS- 
`(I) IN GENERAL- An action under this subsection may not be brought--
`(aa) more than 6 years after the date on which the violation of subparagraph (A) occurred; 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 subparagraph (A). 

`(II) REQUIRED ACTION WITHIN 10 YEARS- Notwithstanding subclause (I), an action under this subsection may not in any circumstance be brought more than 10 years after the date on which the violation 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 discrimination;
`(ii) 2 times the amount of back pay otherwise owed to the individual, with interest; and
`(iii) compensation for litigation costs, expert witness fees, and reasonable attorneys' fees.
`(2) CONFIDENTIALITY- 
`(A) IN GENERAL- Unless and until required to be disclosed to a defendant or respondent in connection with a proceeding instituted by the Commission or any entity described in subparagraph (D), all information provided to the Commission by a whistleblower--
`(i) in any proceeding in any Federal or State court or administrative agency--
`(I) shall be confidential and privileged as an evidentiary matter; and
`(II) shall not be subject to civil discovery or other legal process; and
`(ii) shall not be subject to disclosure under section 552 of title 5, United States Code (commonly referred to as the Freedom of Information Act) or under any proceeding under that section.
`(B) EXEMPTED STATUTE- 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 552.
`(C) RULE OF CONSTRUCTION- Nothing in this section is intended to limit, or shall be construed to limit, the ability of the Attorney General to present such evidence to a grand jury or to share such evidence with potential witnesses 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 and privileged in the hands of the Commission, all information 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;
`(II) an appropriate regulatory authority;
`(III) a self-regulatory organization;
`(IV) a State attorney general in connection with any criminal investigation;
`(V) any appropriate State regulatory authority;
`(VI) the Public Company Accounting Oversight Board;
`(VII) a foreign securities authority; and
`(VIII) a foreign law enforcement authority.
`(ii) CONFIDENTIALITY- 
`(I) IN GENERAL- Each of the entities described in subclauses (I) through (VI) of clause (i) shall maintain such information as confidential and privileged, in accordance with the requirements established under subparagraph (A).
`(II) FOREIGN AUTHORITIES- Each of the entities described in subclauses (VII) and (VIII) of clause (i) shall maintain such information in accordance 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 writing 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 Exchange Act of 1934 (15 U.S.C. 78c),' after `78o(d)),'; and
(2) by inserting `or nationally recognized statistical rating organization' after `such company'.
SEC. 923. CONFORMING AMENDMENTS FOR WHISTLEBLOWER PROTECTION.
(a) In General- 
(1) SECURITIES ACT OF 1933- Section 20(d)(3)(A) of the Securities Act of 1933 (15 U.S.C. 77t(d)(3)(A)) is amended by inserting `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 Securities 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 Securities 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 Exchange Act of 1934 (15 U.S.C. 78u(d)(3)(C)(i)) is amended by inserting `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--
(i) striking `(subject to subsection (e))'; and
(ii) inserting `and section 21F of this title' after `the Sarbanes-Oxley Act of 2002';
(B) by striking subsection (e); and
(C) by redesignating subsections (f) and (g) as subsections (e) and (f), respectively.
SEC. 924. IMPLEMENTATION AND TRANSITION PROVISIONS FOR WHISTLEBLOWER PROTECTION.
(a) Implementing Rules- The Commission shall issue final regulations implementing the provisions of section 21F of the Securities 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 Commission by a whistleblower in accordance with the regulations referenced in subsection (a) shall not lose the status of original information (as defined in section 21F(i)(1) of the Securities Exchange Act of 1934, as added by this subtitle) solely because the whistleblower provided the information prior to the effective date of the regulations, provided that the information is--
(1) provided by the whistleblower after the date of enactment of this subtitle, or monetary sanctions are collected after the date of enactment of this subtitle; or
(2) related to a violation for which an award under section 21F of the Securities Exchange Act of 1934, as added by this subtitle, could have been paid at the time the information was provided by the whistleblower.
(c) 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.
SEC. 925. COLLATERAL BARS.
(a) Securities Exchange Act of 1934- 
(1) SECTION 15- Section 15(b)(6)(A) of the Securities Exchange Act of 1934 (15 U.S.C. 78o(b)(6)(A)) is amended by striking `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 Exchange Act of 1934 (15 U.S.C. 78o-4(c)(4)) is amended by striking `twelve months or bar any such person from being associated 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 statistical rating organization,'.
(3) SECTION 17A- Section 17A(c)(4)(C) of the Securities Exchange 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 associated 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 associated 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 organization,'.
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 successor 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 commission (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 insurance commission (or an agency or officer of a State performing like functions), an appropriate Federal banking agency, or the National Credit Union Administration, that--
(i) bars the person from--
(I) association with an entity regulated by such commission, authority, agency, or officer;
(II) engaging in the business of securities, insurance, or banking; or
(III) engaging in savings association or credit union activities; or
(ii) constitutes a final order based on a violation of any law or regulation that prohibits fraudulent, manipulative, or deceptive conduct within the 10-year period 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 involving the making of any false filing with the Commission.
SEC. 927. EQUAL TREATMENT 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,'.
SEC. 928. CLARIFICATION THAT SECTION 205 OF THE INVESTMENT ADVISERS ACT OF 1940 DOES NOT APPLY TO STATE-REGISTERED ADVISERS.
Section 205(a) of the Investment Advisers Act of 1940 (15 U.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 instrumentality of interstate commerce, directly or indirectly, to'; and
(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.S.C. 78g(c)(1)(A)) is amended by striking `; and' and inserting `; or'.
SEC. 929A. PROTECTION FOR EMPLOYEES OF SUBSIDIARIES AND AFFILIATES OF PUBLICLY TRADED COMPANIES.
Section 1514A of title 18, United States Code, is amended by inserting `including any subsidiary or affiliate whose financial information is included in the consolidated financial statements of such company' after `the Securities Exchange Act of 1934 (15 U.S.C. 78o(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) Civil Penalties To Be Used for the Relief of Victims- 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 direction of the Commission, be added to and become part of a disgorgement fund or other fund established for the benefit of the victims of such violation.';
(2) 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 inserting `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'.
Subtitle C--Improvements to the Regulation of Credit Rating Agencies
SEC. 931. FINDINGS.
Congress finds the following:
(1) Because of the systemic importance of credit ratings and the reliance placed on credit ratings by individual and institutional investors and financial regulators, the activities and performances of credit rating agencies, including nationally recognized statistical rating organizations, are matters of national public interest, as credit rating agencies are central to capital formation, investor confidence, and the efficient performance of the United States economy.
(2) Credit rating agencies, including nationally recognized statistical rating organizations, play a critical `gatekeeper' role in the debt market that is functionally similar to that of securities analysts, who evaluate the quality of securities in the equity market, and auditors, who review the financial statements of firms. Such role justifies a similar level of public oversight and accountability.
(3) Because credit rating agencies perform evaluative and analytical services on behalf of clients, much as other financial `gatekeepers' do, the activities of credit rating agencies are fundamentally commercial in character and should be subject to the same standards of liability and oversight as apply to auditors, securities analysts, and investment bankers.
(4) In certain activities, particularly in advising arrangers of structured financial products on potential ratings of such products, credit rating agencies face conflicts of interest that need to be carefully monitored and that therefore should be addressed explicitly in legislation in order to give clearer authority to the Securities and Exchange Commission.
(5) In the recent financial crisis, the ratings on structured financial products have proven to be inaccurate. This inaccuracy contributed significantly to the mismanagement of risks by financial institutions and investors, which in turn adversely impacted the health of the economy in the United States and around the world. Such inaccuracy necessitates increased accountability on the part of credit rating agencies.
SEC. 932. ENHANCED REGULATION, ACCOUNTABILITY, AND TRANSPARENCY OF NATIONALLY RECOGNIZED STATISTICAL RATING ORGANIZATIONS.
Section 15E of the Securities Exchange Act of 1934 (15 U.S.C. 78o-7) is amended--
(1) in subsection (c)--
(A) in paragraph (2)--
(i) in the second sentence, by inserting `any other provision of this section, or' after `Notwithstanding'; and
(ii) by inserting after the period at the end the following: `Nothing in this paragraph may be construed to afford a defense against any action or proceeding brought by the Commission to enforce the antifraud provisions of the securities laws.'; and
(B) by adding at the end the following:
`(3) INTERNAL CONTROLS OVER PROCESSES FOR DETERMINING CREDIT RATINGS- 
`(A) IN GENERAL- Each nationally recognized statistical rating organization shall establish, maintain, enforce, and document an effective internal control structure governing the implementation of and adherence to policies, procedures, and methodologies for determining credit ratings, taking into consideration such factors as the Commission may prescribe, by rule.
`(B) ATTESTATION REQUIREMENT- The Commission shall prescribe rules requiring each nationally recognized statistical rating organization to submit to the Commission an annual internal controls report, which shall contain--
`(i) a description of the responsibility of the management of the nationally recognized statistical rating organization in establishing and maintaining an effective internal control structure under subparagraph (A);
`(ii) an assessment of the effectiveness of the internal control structure of the nationally recognized statistical rating organization; and
`(iii) the attestation of the chief executive officer, or equivalent individual, of the nationally recognized statistical rating organization.';
(2) in subsection (d)--
(A) in the subsection heading, by inserting `Fine,' after `Censure,';
(B) by inserting `fine,' after `censure,' each place that term appears;
(C) in paragraph (2), by redesignating subparagraphs (A) and (B) as clauses (i) and (ii), respectively, and adjusting the clause margins accordingly;
(D) by redesignating paragraphs (1) through (5) as subparagraphs (A) through (E), respectively, and adjusting the subparagraph margins accordingly;
(E) in the matter preceding subparagraph (A), as so redesignated, by striking `The Commission' and inserting the following:
`(1) IN GENERAL- The Commission';
(F) in subparagraph (D), as so redesignated, by striking `or' at the end;
(G) in subparagraph (E), as so redesignated, by striking the period at the end and inserting a semicolon; and
(H) by adding at the end the following:
`(F) has failed reasonably to supervise, with a view to preventing a violation of the securities laws, an individual who commits such a violation, if the individual is subject to the supervision of that person.
`(2) SUSPENSION OR REVOCATION FOR PARTICULAR CLASS OF SECURITIES- 
`(A) IN GENERAL- The Commission may temporarily suspend or permanently revoke the registration of a nationally recognized statistical rating organization with respect to a particular class or subclass of securities, if the Commission finds, on the record after notice and opportunity for hearing, that the nationally recognized statistical rating organization does not have adequate financial and managerial resources to consistently produce credit ratings with integrity.
`(B) CONSIDERATIONS- In making any determination under subparagraph (A), the Commission shall consider--
`(i) whether the nationally recognized statistical rating organization has failed over a sustained period of time, as determined by the Commission, to produce ratings that are accurate for that class or subclass of securities; and
`(ii) such other factors as the Commission may determine.';
(3) in subsection (h), by adding at the end the following:
`(3) SEPARATION OF RATINGS FROM SALES AND MARKETING- 
`(A) RULES REQUIRED- The Commission shall issue rules to prevent the sales and marketing considerations of a nationally recognized statistical rating organization from influencing the production of ratings by the nationally recognized statistical rating organization.
`(B) CONTENTS OF RULES- The rules issued under subparagraph (A) shall provide for--
`(i) exceptions for small nationally recognized statistical rating organizations with respect to which the Commission determines that the separation of the production of ratings and sales and marketing activities is not appropriate; and
`(ii) suspension or revocation of the registration of a nationally recognized statistical rating organization, if the Commission finds, on the record, after notice and opportunity for a hearing, that--
`(I) the nationally recognized statistical rating organization has committed a violation of a rule issued under this subsection; and
`(II) the violation of a rule issued under this subsection affected a rating.';
(4) in subsection (j)--
(A) by striking `Each' and inserting the following:
`(1) IN GENERAL- Each'; and
(B) by adding at the end the following:
`(2) LIMITATIONS- 
`(A) IN GENERAL- Except as provided in subparagraph (B), an individual designated under paragraph (1) may not, while serving in the designated capacity--
`(i) perform credit ratings;
`(ii) participate in the development of ratings methodologies or models;
`(iii) perform marketing or sales functions; or
`(iv) participate in establishing compensation levels, other than for employees working for that individual.
`(B) EXCEPTION- The Commission may exempt a small nationally recognized statistical rating organization from the limitations under this paragraph, if the Commission finds that compliance with such limitations would impose an unreasonable burden on the nationally recognized statistical rating organization.
`(3) OTHER DUTIES- Each individual designated under paragraph (1) shall establish procedures for the receipt, retention, and treatment of--
`(A) complaints regarding credit ratings, models, methodologies, and compliance with the securities laws and the policies and procedures developed under this section; and
`(B) confidential, anonymous complaints by employees or users of credit ratings.
`(4) ANNUAL REPORTS REQUIRED- 
`(A) ANNUAL REPORTS REQUIRED- Each individual designated under paragraph (1) shall submit to the nationally recognized statistical rating organization an annual report on the compliance of the nationally recognized statistical rating organization with the securities laws and the policies and procedures of the nationally recognized statistical rating organization that includes--
`(i) a description of any material changes to the code of ethics and conflict of interest policies of the nationally recognized statistical rating organization; and
`(ii) a certification that the report is accurate and complete.
`(B) SUBMISSION OF REPORTS TO THE COMMISSION- Each nationally recognized statistical rating organization shall file the reports required under subparagraph (A) together with the financial report that is required to be submitted to the Commission under this section.'; and
(5) by striking subsection (p) and inserting the following:
`(p) Regulation of Nationally Recognized Statistical Rating Organizations- 
`(1) ESTABLISHMENT OF OFFICE OF CREDIT RATINGS- 
`(A) OFFICE ESTABLISHED- The Commission shall establish within the Commission an Office of Credit Ratings (referred to in this subsection as the `Office') to administer the rules of the Commission--
`(i) with respect to the practices of nationally recognized statistical rating organizations in determining ratings, for the protection of users of credit ratings and in the public interest;
`(ii) to promote accuracy in credit ratings issued by nationally recognized statistical rating organizations; and
`(iii) to ensure that such ratings are not unduly influenced by conflicts of interest.
`(B) DIRECTOR OF THE OFFICE- The head of the Office shall be the Director, who shall report to the Chairman.
`(2) STAFFING- The Office established under this subsection shall be staffed sufficiently to carry out fully the requirements of this section. The staff shall include persons with knowledge of and expertise in corporate, municipal, and structured debt finance.
`(3) COMMISSION EXAMINATIONS- 
`(A) ANNUAL EXAMINATIONS REQUIRED- The Office shall conduct an examination of each nationally recognized statistical rating organization at least annually.
`(B) CONDUCT OF EXAMINATIONS- Each examination under subparagraph (A) shall include a review of--
`(i) whether the nationally recognized statistical rating organization conducts business in accordance with the policies, procedures, and rating methodologies of the nationally recognized statistical rating organization;
`(ii) the management of conflicts of interest by the nationally recognized statistical rating organization;
`(iii) implementation of ethics policies by the nationally recognized statistical rating organization;
`(iv) the internal supervisory controls of the nationally recognized statistical rating organization;
`(v) the governance of the nationally recognized statistical rating organization;
`(vi) the activities of the individual designated by the nationally recognized statistical rating organization under subsection (j)(1);
`(vii) the processing of complaints by the nationally recognized statistical rating organization; and
`(viii) the policies of the nationally recognized statistical rating organization governing the post-employment activities of former staff of the nationally recognized statistical rating organization.
`(C) INSPECTION REPORTS- The Commission shall make available to the public, in an easily understandable format, an annual report summarizing--
`(i) the essential findings of all examinations conducted under subparagraph (A), as deemed appropriate by the Commission;
`(ii) the responses by the nationally recognized statistical rating organizations to any material regulatory deficiencies identified by the Commission under clause (i); and
`(iii) whether the nationally recognized statistical rating organizations have appropriately addressed the recommendations of the Commission contained in previous reports under this subparagraph.
`(4) RULEMAKING AUTHORITY- The Commission shall--
`(A) establish, by rule, fines, and other penalties applicable to any nationally recognized statistical rating organization that violates the requirements of this subsection and the rules thereunder; and
`(B) issue such rules as may be necessary to carry out this subsection.
`(q) Transparency of Ratings Performance- 
`(1) RULEMAKING REQUIRED- The Commission shall, by rule, require that each nationally recognized statistical rating organization publicly disclose information on the initial credit ratings determined by the nationally recognized statistical rating organization for each type of obligor, security, and money market instrument, and any subsequent changes to such credit ratings, for the purpose of allowing users of credit ratings to evaluate the accuracy of ratings and compare the performance of ratings by different nationally recognized statistical rating organizations.
`(2) CONTENT- The rules of the Commission under this subsection shall require, at a minimum, disclosures that--
`(A) are comparable among nationally recognized statistical rating organizations, to allow users of credit ratings to compare the performance of credit ratings across nationally recognized statistical rating organizations;
`(B) are clear and informative for investors who use or might use credit ratings;
`(C) include performance information over a range of years and for a variety of types of credit ratings, including for credit ratings withdrawn by the nationally recognized statistical rating organization;
`(D) are published and made freely available by the nationally recognized statistical rating organization, on an easily accessible portion of its website, and in writing, when requested; and
`(E) are appropriate to the business model of a nationally recognized statistical rating organization.
`(r) Credit Ratings Methodologies- The Commission shall prescribe rules, for the protection of investors and in the public interest, with respect to the procedures and methodologies, including qualitative and quantitative data and models, used by nationally recognized statistical rating organizations that require each nationally recognized statistical rating organization--
`(1) to ensure that credit ratings are determined using procedures and methodologies, including qualitative and quantitative data and models, that are--
`(A) approved by the board of the nationally recognized statistical rating organization, a body performing a function similar to that of a board, or the senior credit officer of the nationally recognized statistical rating organization; and
`(B) in accordance with the policies and procedures of the nationally recognized statistical rating organization for the development and modification of credit rating procedures and methodologies;
`(2) to ensure that when material changes to credit rating procedures and methodologies (including changes to qualitative and quantitative data and models) are made, that--
`(A) the changes are applied consistently to all credit ratings to which the changed procedures and methodologies apply;
`(B) to the extent that changes are made to credit rating surveillance procedures and methodologies, the changes are applied to then-current credit ratings by the nationally recognized statistical rating organization within a reasonable time period determined by the Commission, by rule; and
`(C) the nationally recognized statistical rating organization publicly discloses the reason for the change; and
`(3) to notify users of credit ratings--
`(A) of the version of a procedure or methodology, including the qualitative methodology or quantitative inputs, used with respect to a particular credit rating;
`(B) when a material change is made to a procedure or methodology, including to a qualitative model or quantitative inputs;
`(C) when a significant error is identified in a procedure or methodology, including a qualitative or quantitative model, that may result in credit rating actions; and
`(D) of the likelihood of a material change described in subparagraph (B) resulting in a change in current credit ratings.
`(s) Transparency of Credit Rating Methodologies and Information Reviewed- 
`(1) FORM FOR DISCLOSURES- The Commission shall require, by rule, each nationally recognized statistical rating organization to prescribe a form to accompany the publication of each credit rating that discloses--
`(A) information relating to--
`(i) the assumptions underlying the credit rating procedures and methodologies;
`(ii) the data that was relied on to determine the credit rating; and
`(iii) if applicable, how the nationally recognized statistical rating organization used servicer or remittance reports, and with what frequency, to conduct surveillance of the credit rating; and
`(B) information that can be used by investors and other users of credit ratings to better understand credit ratings in each class of credit rating issued by the nationally recognized statistical rating organization.
`(2) FORMAT- The form developed under paragraph (1) shall--
`(A) be easy to use and helpful for users of credit ratings to understand the information contained in the report;
`(B) require the nationally recognized statistical rating organization to provide the content described in paragraph (3)(B) in a manner that is directly comparable across types of securities; and
`(C) be made readily available to users of credit ratings, in electronic or paper form, as the Commission may, by rule, determine.
`(3) CONTENT OF FORM- 
`(A) QUALITATIVE CONTENT- Each nationally recognized statistical rating organization shall disclose on the form developed under paragraph (1)--
`(i) the credit ratings produced by the nationally recognized statistical rating organization;
`(ii) the main assumptions and principles used in constructing procedures and methodologies, including qualitative methodologies and quantitative inputs and assumptions about the correlation of defaults across obligors used in rating structured products;
`(iii) the potential limitations of the credit ratings, and the types of risks excluded from the credit ratings that the nationally recognized statistical rating organization does not comment on, including liquidity, market, and other risks;
`(iv) information on the uncertainty of the credit rating, including--
`(I) information on the reliability, accuracy, and quality of the data relied on in determining the credit rating; and
`(II) a statement relating to the extent to which data essential to the determination of the credit rating were reliable or limited, including--
`(aa) any limits on the scope of historical data; and 

`(bb) any limits in accessibility to certain documents or other types of information that would have better informed the credit rating; 

`(v) whether and to what extent third party due diligence services have been used by the nationally recognized statistical rating organization, a description of the information that such third party reviewed in conducting due diligence services, and a description of the findings or conclusions of such third party;
`(vi) a description of the data about any obligor, issuer, security, or money market instrument that were relied upon for the purpose of determining the credit rating;
`(vii) a statement containing an overall assessment of the quality of information available and considered in producing a rating for an obligor, security, or money market instrument, in relation to the quality of information available to the nationally recognized statistical rating organization in rating similar issuances;
`(viii) information relating to conflicts of interest of the nationally recognized statistical rating organization; and
`(ix) such additional information as the Commission may require.
`(B) QUANTITATIVE CONTENT- Each nationally recognized statistical rating organization shall disclose on the form developed under this subsection--
`(i) an explanation or measure of the potential volatility of the credit rating, including--
`(I) any factors that might lead to a change in the credit ratings; and
`(II) the magnitude of the change that a user can expect under different market conditions;
`(ii) information on the content of the rating, including--
`(I) the historical performance of the rating; and
`(II) the expected probability of default and the expected loss in the event of default;
`(iii) information on the sensitivity of the rating to assumptions made by the nationally recognized statistical rating organization; and
`(iv) such additional information as may be required by the Commission.
`(4) DUE DILIGENCE SERVICES FOR ASSET-BACKED SECURITIES- 
`(A) FINDINGS- The issuer or underwriter of any asset-backed security shall make publicly available the findings and conclusions of any third-party due diligence report obtained by the issuer or underwriter.
`(B) CERTIFICATION REQUIRED- In any case in which third-party due diligence services are employed by a nationally recognized statistical rating organization, an issuer, or an underwriter, the person providing the due diligence services shall provide to any nationally recognized statistical rating organization that produces a rating to which such services relate, written certification, as provided in subparagraph (C).
`(C) FORMAT AND CONTENT- The Commission shall establish the appropriate format and content for the written certifications required under subparagraph (B), to ensure that providers of due diligence services have conducted a thorough review of data, documentation, and other relevant information necessary for a nationally recognized statistical rating organization to provide an accurate rating.
`(D) DISCLOSURE OF CERTIFICATION- The Commission shall adopt rules requiring a nationally recognized statistical rating organization, at the time at which the nationally recognized statistical rating organization produces a rating, to disclose the certification described in subparagraph (B) to the public in a manner that allows the public to determine the adequacy and level of due diligence services provided by a third party.
`(t) Corporate Governance, Organization, and Management of Conflicts of Interest- 
`(1) BOARD OF DIRECTORS- Each nationally recognized statistical rating organization shall have a board of directors.
`(2) INDEPENDENT DIRECTORS- 
`(A) IN GENERAL- At least 1/2 of the board of directors, but not fewer than 2 of the members thereof, shall be independent of the nationally recognized statistical rating agency. A portion of the independent directors shall include users of ratings from a nationally recognized statistical rating organization.
`(B) INDEPENDENCE DETERMINATION- In order to be considered independent for purposes of this subsection, a member of the board of directors of a nationally recognized statistical rating organization--
`(i) may not, other than in his or her capacity as a member of the board of directors or any committee thereof--
`(I) accept any consulting, advisory, or other compensatory fee from the nationally recognized statistical rating organization; or
`(II) be a person associated with the nationally recognized statistical rating organization or with any affiliated company thereof; and
`(ii) shall be disqualified from any deliberation involving a specific rating in which the independent board member has a financial interest in the outcome of the rating.
`(C) COMPENSATION AND TERM- The compensation of the independent members of the board of directors of a nationally recognized statistical rating organization shall not be linked to the business performance of the nationally recognized statistical rating organization, and shall be arranged so as to ensure the independence of their judgment. The term of office of the independent directors shall be for a pre-agreed fixed period, not to exceed 5 years, and shall not be renewable.
`(3) DUTIES OF BOARD OF DIRECTORS- In addition to the overall responsibilities of the board of directors, the board shall oversee--
`(A) the establishment, maintenance, and enforcement of policies and procedures for determining credit ratings;
`(B) the establishment, maintenance, and enforcement of policies and procedures to address, manage, and disclose any conflicts of interest;
`(C) the effectiveness of the internal control system with respect to policies and procedures for determining credit ratings; and
`(D) the compensation and promotion policies and practices of the nationally recognized statistical rating organization.
`(4) TREATMENT OF NRSRO SUBSIDIARIES- If a nationally recognized statistical rating organization is a subsidiary of a parent entity, the board of the directors of the parent entity may satisfy the requirements of this subsection by assigning to a committee of such board of directors the duties under paragraph (3), if--
`(A) at least 1/2 of the members of the committee (including the chairperson of the committee) are independent, as defined in this section; and
`(B) at least 1 member of the committee is a user of ratings from a nationally recognized statistical rating organization.
`(5) EXCEPTION AUTHORITY- If the Commission finds that compliance with the provisions of this subsection present an unreasonable burden on a small nationally recognized statistical rating organization, the Commission may permit the nationally recognized statistical rating organization to delegate such responsibilities to a committee that includes at least one individual who is a user of ratings of a nationally recognized statistical rating organization.'.
SEC. 933. STATE OF MIND IN PRIVATE ACTIONS.
(a) Accountability- Section 15E(m) of the Securities Exchange Act of 1934 (15 U.S.C. 78o-7(m)) is amended to read as follows:
`(m) Accountability- 
`(1) IN GENERAL- The enforcement and penalty provisions of this title shall apply to statements made by a credit rating agency in the same manner and to the same extent as such provisions apply to statements made by a registered public accounting firm or a securities analyst under the securities laws, and such statements shall not be deemed forward-looking statements for the purposes of section 21E.
`(2) RULEMAKING- The Commission shall issue such rules as may be necessary to carry out this subsection.'.
(b) State of Mind- Section 21D(b)(2) of the Securities Exchange Act of 1934 (15 U.S.C. 78u-4(b)(2)) is amended--
(1) by striking `In any' and inserting the following:
`(A) IN GENERAL- Except as provided in subparagraph (B), in any'; and
(2) by adding at the end the following:
`(B) EXCEPTION- In the case of an action for money damages brought against a credit rating agency or a controlling person under this title, it shall be sufficient, for purposes of pleading any required state of mind in relation to such action, that the complaint state with particularity facts giving rise to a strong inference that the credit rating agency knowingly or recklessly failed--
`(i) to conduct a reasonable investigation of the rated security with respect to the factual elements relied upon by its own methodology for evaluating credit risk; or
`(ii) to obtain reasonable verification of such factual elements (which verification may be based on a sampling technique that does not amount to an audit) from other sources that the credit rating agency considered to be competent and that were independent of the issuer and underwriter.'.
SEC. 934. REFERRING TIPS TO LAW ENFORCEMENT OR REGULATORY AUTHORITIES.
Section 15E of the Securities Exchange Act of 1934 (15 U.S.C. 78o-7), as amended by this subtitle, is amended by adding at the end the following:
`(u) Duty To Report Tips Alleging Material Violations of Law- 
`(1) DUTY TO REPORT- Each nationally recognized statistical rating organization shall refer to the appropriate law enforcement or regulatory authorities any information that the nationally recognized statistical rating organization receives from a third party and finds credible that alleges that an issuer of securities rated by the nationally recognized statistical rating organization has committed or is committing a material violation of law that has not been adjudicated by a Federal or State court.
`(2) RULE OF CONSTRUCTION- Nothing in paragraph (1) may be construed to require a nationally recognized statistical rating organization to verify the accuracy of the information described in paragraph (1).'.
SEC. 935. CONSIDERATION OF INFORMATION FROM SOURCES OTHER THAN THE ISSUER IN RATING DECISIONS.
Section 15E of the Securities Exchange Act of 1934 (15 U.S.C. 78o-7), as amended by this subtitle, is amended by adding at the end the following:
`(v) Information From Sources Other Than the Issuer- In producing a credit rating, a nationally recognized statistical rating organization shall consider information about an issuer that the nationally recognized statistical rating organization has, or receives from a source other than the issuer, that the nationally recognized statistical rating organization finds credible and potentially significant to a rating decision.'.
SEC. 936. QUALIFICATION STANDARDS FOR CREDIT RATING ANALYSTS.
Not later than 1 year after the date of enactment of this Act, the Commission shall issue rules that are reasonably designed to ensure that any person employed by a nationally recognized statistical rating organization to perform credit ratings--
(1) meets standards of training, experience, and competence necessary to produce accurate ratings for the categories of issuers whose securities the person rates; and
(2) is tested for knowledge of the credit rating process.
SEC. 937. TIMING OF REGULATIONS.
Unless otherwise specifically provided in this subtitle, the Commission shall issue final regulations, as required by this subtitle and the amendments made by this subtitle, not later than 1 year after the date of enactment of this Act.
SEC. 938. UNIVERSAL RATINGS SYMBOLS.
(a) Rulemaking- The Commission shall require, by rule, each nationally recognized statistical rating organization to establish, maintain, and enforce written policies and procedures that--
(1) assess the probability that an issuer of a security or money market instrument will default, fail to make timely payments, or otherwise not make payments to investors in accordance with the terms of the security or money market instrument;
(2) clearly define and disclose the meaning of any symbol used by the nationally recognized statistical rating organization to denote a credit rating; and
(3) apply any symbol described in paragraph (2) in a manner that is consistent for all types of securities and money market instruments for which the symbol is used.
(b) Rule of Construction- Nothing in this section shall prohibit a nationally recognized statistical rating organization from using distinct sets of symbols to denote credit ratings for different types of securities or money market instruments.
SEC. 939. REMOVAL OF STATUTORY REFERENCES TO CREDIT RATINGS.
(a) Federal Deposit Insurance Act- The Federal Deposit Insurance Act (12 U.S.C. 1811 et seq.) is amended--
(1) in section 7(b)(1)(E)(i), by striking `credit rating entities, and other private economic' and insert `private economic, credit,';
(2) in section 28(d)--
(A) in the subsection heading, by striking `Not of Investment Grade';
(B) in paragraph (1), by striking `not of investment grade' and inserting `that does not meet standards of credit-worthiness as established by the Corporation';
(C) in paragraph (2), by striking `not of investment grade';
(D) by striking paragraph (3);
(E) by redesignating paragraph (4) as paragraph (3); and
(F) in paragraph (3), as so redesignated--
(i) by striking subparagraph (A);
(ii) by redesignating subparagraphs (B) and (C) as subparagraphs (A) and (B), respectively; and
(iii) in subparagraph (B), as so redesignated, by striking `not of investment grade' and inserting `that does not meet standards of credit-worthiness as established by the Corporation'; and
(3) in section 28(e)--
(A) in the subsection heading, by striking `Not of Investment Grade';
(B) in paragraph (1), by striking `not of investment grade' and inserting `that does not meet standards of credit-worthiness as established by the Corporation'; and
(C) in paragraphs (2) and (3), by striking `not of investment grade' each place that it appears and inserting `that does not meet standards of credit-worthiness established by the Corporation'.
(b) Federal Housing Enterprises Financial Safety and Soundness Act of 1992- Section 1319 of the Federal Housing Enterprises Financial Safety and Soundness Act of 1992 (12 U.S.C. 4519) is amended by striking `that is a nationally registered statistical rating organization, as such term is defined in section 3(a) of the Securities Exchange Act of 1934,'.
(c) Investment Company Act of 1940- Section 6(a)(5)(A)(iv)(I) Investment Company Act of 1940 (15 U.S.C. 80a-6(a)(5)(A)(iv)(I)) is amended by striking `is rated investment grade by not less than 1 nationally registered statistical rating organization' and inserting `meets such standards of credit-worthiness as the Commission shall adopt'.
(d) Revised Statutes- Section 5136A of title LXII of the Revised Statutes of the United States (12 U.S.C. 24a) is amended--
(1) in subsection (a)(2)(E), by striking `any applicable rating' and inserting `standards of credit-worthiness established by the Comptroller of the Currency';
(2) in the heading for subsection (a)(3) by striking `Rating or Comparable Requirement' and inserting `Requirement';
(3) subsection (a)(3), by amending subparagraph (A) to read as follows:
`(A) IN GENERAL- A national bank meets the requirements of this paragraph if the bank is one of the 100 largest insured banks and has not fewer than 1 issue of outstanding debt that meets standards of credit-worthiness or other criteria as the Secretary of the Treasury and the Board of Governors of the Federal Reserve System may jointly establish.'.
(4) in the heading for subsection (f), by striking `Maintain Public Rating or' and inserting `Meet Standards of Credit-worthiness'; and
(5) in subsection (f)(1), by striking `any applicable rating' and inserting `standards of credit-worthiness established by the Comptroller of the Currency'.
(e) Securities Exchange Act of 1934- Section 3(a) Securities Exchange Act of 1934 (15 U.S.C. 78a(3)(a)) is amended--
(1) in paragraph (41), by striking `is rated in one of the two highest rating categories by at least one nationally registered statistical rating organization' and inserting `meets standards of credit-worthiness as established by the Commission'; and
(2) in paragraph (53)(A), by striking `is rated in 1 of the 4 highest rating categories by at least 1 nationally registered statistical rating organization' and inserting `meets standards of credit-worthiness as established by the Commission'.
(f) World Bank Discussions- Section 3(a)(6) of the amendment in the nature of a substitute to the text of H.R. 4645, as ordered reported from the Committee on Banking, Finance and Urban Affairs on September 22, 1988, as enacted into law by section 555 of Public Law 100-461, (22 U.S.C. 286hh(a)(6)), is amended by striking `credit rating' and inserting `credit-worthiness'.
(g) Effective Date- The amendments made by this section shall take effect 2 years after the date of enactment of this Act.
(1) IN GENERAL- Commission shall undertake a study on the feasability and desirability of--
(A) standardizing credit ratings terminology, so that all credit rating agencies issue credit ratings using identical terms;
(B) standardizing the market stress conditions under which ratings are evaluated;
(C) requiring a quantitative correspondence between credit ratings and a range of default probabilities and loss expectations under standardized conditions of economic stress; and
(D) standardizing credit rating terminology across asset classes, so that named ratings correspond to a standard range of default probabilities and expected losses independent of asset class and issuing entity.
(2) REPORT- Not later than 1 year after the date of enactment of this Act, the Commission shall submit to Congress a report containing the findings of the study under paragraph (1) and the recommendations, if any, of the Commission with respect to the study.
SEC. 939A. SECURITIES AND EXCHANGE COMMISSION STUDY ON STRENGTHENING CREDIT RATING AGENCY INDEPENDENCE.
(a) Study- The Commission shall conduct a study of--
(1) the independence of nationally recognized statistical rating organizations; and
(2) how the independence of nationally recognized statistical rating organizations affects the ratings issued by the nationally recognized statistical rating organizations.
(b) Subjects for Evaluation- In conducting the study under subsection (a), the Commission shall evaluate--
(1) the management of conflicts of interest raised by a nationally recognized statistical rating organization providing other services, including risk management advisory services, ancillary assistance, or consulting services;
(2) the potential impact of rules prohibiting a nationally recognized statistical rating organization that provides a rating to an issuer from providing other services to the issuer; and
(3) any other issue relating to nationally recognized statistical rating organizations, as the Chairman of the Commission determines is appropriate.
(c) Report- Not later than 3 years after the date of enactment of this Act, the Chairman of 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 Representatives a report on the results of the study conducted under subsection (a), including recommendations, if any, for improving the integrity of ratings issued by nationally recognized statistical rating organizations.
SEC. 939B. GOVERNMENT ACCOUNTABILITY OFFICE STUDY ON ALTERNATIVE BUSINESS MODELS.
(a) Study- The Comptroller General of the United States shall conduct a study on alternative means for compensating nationally recognized statistical rating organizations in order to create incentives for nationally recognized statistical rating organizations to provide more accurate credit ratings, including any statutory changes that would be required to facilitate the use of an alternative means of compensation.
(b) Report- Not later than 1 year after the date of enactment of this Act, the Comptroller General shall submit 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 results of the study conducted under subsection (a), including recommendations, if any, for providing incentives to credit rating agencies to improve the credit rating process.
SEC. 939C. GOVERNMENT ACCOUNTABILITY OFFICE STUDY ON THE CREATION OF AN INDEPENDENT PROFESSIONAL ANALYST ORGANIZATION.
(a) Study- The Comptroller General of the United States shall conduct a study on the feasibility and merits of creating an independent professional organization for rating analysts employed by nationally recognized statistical rating organizations that would be responsible for--
(1) establishing independent standards for governing the profession of rating analysts;
(2) establishing a code of ethical conduct; and
(3) overseeing the profession of rating analysts.
(b) Report- Not later than 1 year after the date of enactment of this Act, the Comptroller General shall submit 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 results of the study conducted under subsection (a).
SEC. 939D. INITIAL CREDIT RATING ASSIGNMENTS.
Section 15E of the Securities Exchange Act of 1934 (15 U.S.C. 78o-7), as amended by this Act, is amended by adding at the end the following:
`(w) Initial Credit Rating Assignments- 
`(1) DEFINITIONS- In this subsection the following definitions shall apply:
`(A) BOARD- The term `Board' means the Credit Rating Agency Board established under paragraph (2).
`(B) QUALIFIED NATIONALLY RECOGNIZED STATISTICAL RATING ORGANIZATION- The term `qualified nationally recognized statistical rating organization', with respect to a category of structured finance products, means a nationally recognized statistical rating organization that the Board determines, under paragraph (3)(B), to be qualified to issue initial credit ratings with respect to such category.
`(C) REGULATIONS- 
`(i) CATEGORY OF STRUCTURED FINANCE PRODUCTS- 
`(I) IN GENERAL- The term `category of structured finance products'--
`(aa) shall include any asset backed security and any structured product based on an asset-backed security; and 

`(bb) shall be further defined and expanded by the Commission, by rule, as necessary. 

`(II) CONSIDERATIONS- In issuing the regulations required under subclause (I), the Commission shall consider--
`(aa) the types of issuers that issue structured finance products; 

`(bb) the types of investors who purchase structured finance products; 

`(cc) the different categories of structured finance products according to-- 

`(AA) the types of capital flow and legal structure used; 

`(BB) the types of underlying products used; and 

`(CC) the types of terms used in debt securities; 

`(dd) the different values of debt securities; and 

`(ee) the different numbers of units of debt securities that are issued together. 

`(ii) REASONABLE FEE- The Board shall issue regulations to define the term `reasonable fee'.
`(2) CREDIT RATING AGENCY BOARD- 
`(A) IN GENERAL- Not later than 180 days after the date of enactment of the Restoring American Financial Stability Act of 2010, the Commission shall--
`(i) establish the Credit Rating Agency Board, which shall be a self-regulatory organization;
`(ii) subject to subparagraph (C), select the initial members of the Board; and
`(iii) establish a schedule to ensure that the Board begins assigning qualified nationally recognized statistical rating organizations to provide initial ratings not later than 1 year after the selection of the members of the Board.
`(B) SCHEDULE- The schedule established under subparagraph (A)(iii) shall prescribe when--
`(i) the Board will conduct a study of the securitization and ratings process and provide recommendations to the Commission;
`(ii) the Commission will issue rules and regulations under this section;
`(iii) the Board may issue rules under this subsection; and
`(iv) the Board will--
`(I) begin accepting applications to select qualified national recognized statistical rating organizations; and
`(II) begin assigning qualified national recognized statistical rating organizations to provide initial ratings.
`(C) MEMBERSHIP- 
`(i) IN GENERAL- The Board shall initially be composed of an odd number of members selected from the industry, with the total numerical membership of the Board to be determined by the Commission.
`(ii) SPECIFICATIONS- Of the members initially selected to serve on the Board--
`(I) not less than a majority of the members shall be representatives of the investor industry who do not represent issuers;
`(II) not less than 1 member should be a representative of the issuer industry;
`(III) not less than 1 member should be a representative of the credit rating agency industry; and
`(IV) not less than 1 member should be an independent member.
`(iii) TERMS- Initial members shall be appointed by the Commission for a term of 4 years.
`(iv) NOMINATION AND ELECTION OF MEMBERS- 
`(I) IN GENERAL- Prior to the expiration of the terms of office of the initial members, the Commission shall establish fair procedures for the nomination and election of future members of the Board.
`(II) MODIFICATIONS OF THE BOARD- Prior to the expiration of the terms of office of the initial members, the Commission--
`(aa) may increase the size of the board to a larger odd number and adjust the length of future terms; and 

`(bb) shall retain the composition of members described in clause (ii). 

`(v) RESPONSIBILITIES OF MEMBERS- Members shall perform, at a minimum, the duties described in this subsection.
`(vi) RULEMAKING AUTHORITY- The Commission shall, if it determines necessary and appropriate, issue further rules and regulations on the composition of the membership of the Board and the responsibilities of the members.
`(D) OTHER AUTHORITIES OF THE BOARD- The Board shall have the authority to levy fees from qualified nationally recognized statistical rating organization applicants, and periodically from qualified nationally recognized statistical rating organizations as necessary to fund expenses of the Board.
`(E) REGULATION- The Commission has the authority to regulate the activities of the Board, and issue any further regulations of the Board it deems necessary, not in contravention with the intent of this section.
`(3) BOARD SELECTION OF QUALIFIED NATIONALLY RECOGNIZED STATISTICAL RATING ORGANIZATION- 
`(A) APPLICATION- 
`(i) IN GENERAL- A nationally recognized statistical rating organization may submit an application to the Board, in such form and manner as the Board may require, to become a qualified nationally recognized statistical rating organization with respect to a category of structured finance products.
`(ii) CONTENTS- An application submitted under clause (i) shall contain--
`(I) information regarding the institutional and technical capacity of the nationally recognized statistical rating organization to issue credit ratings;
`(II) information on whether the nationally recognized statistical rating organization has been exempted by the Commission from any requirements under any other provision of this section; and
`(III) any additional information the Board may require.
`(iii) REJECTION OF APPLICATIONS- The Board may reject an application submitted under this paragraph if the nationally recognized statistical rating organization has been exempted by the Commission from any requirements under any other provision of this section.
`(B) SELECTION- The Board shall select qualified national recognized statistical rating organizations with respect to each category of structured finance products from among nationally recognized statistical rating organizations that submit applications under subparagraph (A).
`(C) RETENTION OF STATUS AND OBLIGATIONS AFTER SELECTION- An entity selected as a qualified nationally recognized statistical rating organization shall retain its status and obligations under the law as a nationally recognized statistical rating organization, and nothing in this subsection grants authority to the Commission or the Board to exempt qualified nationally recognized statistical rating organizations from obligations or requirements otherwise imposed by Federal law on nationally recognized statistical rating organizations.
`(4) REQUESTING AN INITIAL CREDIT RATING- An issuer that seeks an initial credit rating for a structured finance product--
`(A) may not request an initial credit rating from a nationally recognized statistical rating organization; and
`(B) shall submit a request for an initial credit rating to the Board, in such form and manner as the Board may prescribe.
`(5) ASSIGNMENT OF RATING DUTIES- 
`(A) IN GENERAL- For each request received by the Board under paragraph (4)(B), the Board shall select a qualified nationally recognized statistical rating organization to provide the initial credit rating to the issuer.
`(B) METHOD OF SELECTION- 
`(i) IN GENERAL- The Board shall--
`(I) evaluate a number of selection methods, including a lottery or rotating assignment system, incorporating the factors described in clause (ii), to reduce the conflicts of interest that exist under the issuer-pays model; and
`(II) prescribe and publish the selection method to be used under subparagraph (A).
`(ii) CONSIDERATION- In evaluating a selection method described in clause (i)(I), the Board shall consider--
`(I) the information submitted by the qualified nationally recognized statistical rating organization under paragraph (3)(A)(ii) regarding the institutional and technical capacity of the qualified nationally recognized statistical rating organization to issue credit ratings;
`(II) evaluations conducted under paragraph (7);
`(III) formal feedback from institutional investors; and
`(IV) information from subclauses (I) and (II) to implement a mechanism which increases or decreases assignments based on past performance.
`(iii) PROHIBITION- The Board, in choosing a selection method, may not use a method that would allow for the solicitation or consideration of the preferred national recognized statistical rating organizations of the issuer.
`(iv) ADJUSTMENT OF PROCESS- The Board shall issue rules describing the process by which it can modify the assignment process described in clause (i).
`(C) RIGHT OF REFUSAL- 
`(i) REFUSAL- A qualified nationally recognized statistical rating organization selected under subparagraph (A) may refuse to accept a selection for a particular request by--
`(I) notifying the Board of such refusal; and
`(II) submitting to the Board a written explanation of the refusal.
`(ii) SELECTION- Upon receipt of a notification under clause (i), the Board shall make an additional selection under subparagraph (A).
`(iii) INSPECTION REPORTS- The Board shall annually submit any explanations of refusals received under clause (i)(II) to the Commission, and such explanatory submissions shall be published in the annual inspection reports required under subsection (p)(3)(C).
`(6) DISCLAIMER REQUIRED- Each initial credit rating issued under this subsection shall include, in writing, the following disclaimer: `This initial rating has not been evaluated, approved, or certified by the Government of the United States or by a Federal agency.'.
`(7) EVALUATION OF PERFORMANCE- 
`(A) IN GENERAL- The Board shall prescribe rules by which the Board will evaluate the performance of each qualified nationally recognized statistical rating organization, including rules that require, at a minimum, an annual evaluation of each qualified nationally recognized statistical rating organization.
`(B) CONSIDERATIONS- The Board, in conducting an evaluation under subparagraph (A), shall consider--
`(i) the results of the annual examination conducted under subsection (p)(3);
`(ii) surveillance of credit ratings conducted by the qualified nationally recognized statistical rating organization after the credit ratings are issued, including--
`(I) how the rated instruments perform;
`(II) the accuracy of the ratings provided by the qualified nationally recognized statistical rating organization as compared to the other nationally recognized statistical rating organizations; and
`(III) the effectiveness of the methodologies used by the qualified nationally recognized statistical rating organization; and
`(iii) any additional factors the Board determines to be relevant.
`(C) REQUEST FOR REEVALUATION- Subject to rules prescribed by the Board, and not less frequently than once a year, a qualified nationally recognized statistical rating organization may request that the Board conduct an evaluation under this paragraph.
`(D) DISCLOSURE- The Board shall make the evaluations conducted under this paragraph available to Congress.
`(8) RATING FEES CHARGED TO ISSUERS- 
`(A) LIMITED TO REASONABLE FEES- A qualified nationally recognized statistical rating organization shall charge an issuer a reasonable fee, as determined by the Commission, for an initial credit rating provided under this section.
`(B) FEES- Fees may be determined by the qualified national recognized statistical rating organizations unless the Board determines it is necessary to issue rules on fees.
`(9) NO PROHIBITION ON ADDITIONAL RATINGS- Nothing in this section shall prohibit an issuer from requesting or receiving additional credit ratings with respect to a debt security, if the initial credit rating is provided in accordance with this section.
`(10) NO PROHIBITION ON INDEPENDENT RATINGS OFFERED BY NATIONALLY RECOGNIZED STATISTICAL RATING ORGANIZATIONS- 
`(A) IN GENERAL- Nothing in this section shall prohibit a nationally recognized statistical rating organization from independently providing a credit rating with respect to a debt security, if--
`(i) the nationally recognized statistical rating organization does not enter into a contract with the issuer of the debt security to provide the initial credit rating; and
`(ii) the nationally recognized statistical rating organization is not paid by the issuer of the debt security to provide the initial credit rating.
`(B) RULE OF CONSTRUCTION- For purposes of this section, a credit rating described in subparagraph (A) may not be construed to be an initial credit rating.
`(11) PUBLIC COMMUNICATIONS- Any communications made with the public by an issuer with respect to the credit rating of a debt security shall clearly specify whether the credit rating was made by--
`(A) a qualified nationally recognized statistical rating organization selected under paragraph (5)(A) to provide the initial credit rating for such debt security; or
`(B) a nationally recognized statistical rating organization not selected under paragraph (5)(A).
`(12) PROHIBITION ON MISREPRESENTATION- With respect to a debt security, it shall be unlawful for any person to misrepresent any subsequent credit rating provided for such debt security as an initial credit rating provided for such debt security by a qualified nationally recognized statistical rating organization selected under paragraph (5)(A).
`(13) INITIAL CREDIT RATING REVISION AFTER MATERIAL CHANGE IN CIRCUMSTANCE- If the Board determines that it is necessary or appropriate in the public interest or for the protection of investors, the Board may issue regulations requiring that an issuer that has received an initial credit rating under this subsection request a revised initial credit rating, using the same method as provided under paragraph (4), each time the issuer experiences a material change in circumstances, as defined by the Board.
`(14) CONFLICTS- 
`(A) MEMBERS OR EMPLOYEES OF THE BOARD- 
`(i) LOAN OF MONEY OR SECURITIES PROHIBITED- 
`(I) IN GENERAL- A member or employee of the Board shall not accept any loan of money or securities, or anything above nominal value, from any nationally recognized statistical rating organization, issuer, or investor.
`(II) EXCEPTION- The prohibition in subclause (I) does not apply to a loan made in the context of disclosed, routine banking and brokerage agreements, or a loan that is clearly motivated by a personal or family relationship.
`(ii) EMPLOYMENT NEGOTIATIONS PROHIBITION- A member or employee of the Board shall not engage in employment negotiations with any nationally recognized statistical rating organization, issuer, or investor, unless the member or employee--
`(I) discloses the negotiations immediately upon initiation of the negotiations; and
`(II) recuses himself from all proceedings concerning the entity involved in the negotiations until termination of negotiations or until termination of his employment by the Board, if an offer of employment is accepted.
`(B) CREDIT ANALYSTS- 
`(i) IN GENERAL- A credit analyst of a qualified nationally recognized statistical rating organization shall not accept any loan of money or securities, or anything above nominal value, from any issuer or investor.
`(ii) EXCEPTION- The prohibition described in clause (i) does not apply to a loan made in the context of disclosed, routine banking and brokerage agreements, or a loan that is clearly motivated by a personal or family relationship.
`(15) EVALUATION OF CREDIT RATING AGENCY BOARD- Not later than 5 years after the date that the Board begins assigning qualified nationally recognized statistical rating organizations to provide initial ratings, the Commission shall submit to Congress a report that provides recommendations of--
`(A) the continuation of the Board;
`(B) any modification to the procedures of the Board; and
`(C) modifications to the provisions in this subsection.'.
Subtitle D--Improvements to the Asset-Backed Securitization Process
SEC. 941. REGULATION OF CREDIT RISK RETENTION.
(a) Definition of Asset-backed Security- Section 3(a) of the Securities Exchange Act of 1934 (15 U.S.C. 78c(a)) is amended by adding at the end the following:
`(77) ASSET-BACKED SECURITY- The term `asset-backed security'--
`(A) means a fixed-income or other security collateralized by any type of self-liquidating financial asset (including a loan, a lease, a mortgage, or a secured or unsecured receivable) that allows the holder of the security to receive payments that depend primarily on cash flow from the asset, including--
`(i) a collateralized mortgage obligation;
`(ii) a collateralized debt obligation;
`(iii) a collateralized bond obligation;
`(iv) a collateralized debt obligation of asset-backed securities;
`(v) a collateralized debt obligation of collateralized debt obligations; and
`(vi) a security that the Commission, by rule, determines to be an asset-backed security for purposes of this section; and
`(B) does not include a security issued by a finance subsidiary held by the parent company or a company controlled by the parent company, if none of the securities issued by the finance subsidiary are held by an entity that is not controlled by the parent company.'.
(b) Credit Risk Retention- The Securities Exchange Act of 1934 (15 U.S.C. 78a et seq.) is amended by inserting after section 15F, as added by this Act, the following:
`SEC. 15G. CREDIT RISK RETENTION.
`(a) Definitions- In this section--
`(1) the term `Federal banking agencies' means the Office of the Comptroller of the Currency, the Board of Governors of the Federal Reserve System, and the Federal Deposit Insurance Corporation;
`(2) the term `insured depository institution' has the same meaning as in section 3(c) of the Federal Deposit Insurance Act (12 U.S.C. 1813(c));
`(3) the term `securitizer' means--
`(A) an issuer of an asset-backed security; or
`(B) a person who organizes and initiates an asset-backed securities transaction by selling or transferring assets, either directly or indirectly, including through an affiliate, to the issuer; and
`(4) the term `originator' means a person who--
`(A) through the extension of credit or otherwise, creates a financial asset that collateralizes an asset-backed security; and
`(B) sells an asset to a securitizer.
`(b) In General- Not later than 270 days after the date of enactment of this section, the Federal banking agencies and the Commission shall jointly prescribe regulations to require any securitizer to retain an economic interest in a portion of the credit risk for any asset that the securitizer, through the issuance of an asset-backed security, transfers, sells, or conveys to a third party.
`(c) Standards for Regulations- 
`(1) STANDARDS- The regulations prescribed under subsection (b) shall--
`(A) prohibit a securitizer from directly or indirectly hedging or otherwise transferring the credit risk that the securitizer is required to retain with respect to an asset;
`(B) require a securitizer to retain--
`(i) not less than 5 percent of the credit risk for any asset--
`(I) that is not a qualified residential mortgage that is transferred, sold, or conveyed through the issuance of an asset-backed security by the securitizer; or
`(II) that is a qualified residential mortgage that is transferred, sold, or conveyed through the issuance of an asset-backed security by the securitizer, if 1 or more of the assets that collateralize the asset-backed security are not qualified residential mortgages; or
`(ii) less than 5 percent of the credit risk for an asset that is not a qualified residential mortgage that is transferred, sold, or conveyed through the issuance of an asset-backed security by the securitizer, if the originator of the asset meets the underwriting standards prescribed under paragraph (2)(B);
`(C) specify--
`(i) the permissible forms of risk retention for purposes of this section;
`(ii) the minimum duration of the risk retention required under this section; and
`(iii) that a securitizer is not required to retain any part of the credit risk for an asset that is transferred, sold or conveyed through the issuance of an asset-backed security by the securitizer, if all of the assets that collateralize the asset-backed security are qualified residential mortgages;
`(D) apply, regardless of whether the securitizer is an insured depository institution; and
`(E) with respect to a commercial mortgage, specify the permissible types, forms, and amounts of risk retention that would meet the requirements of subparagraph (B), such as--
`(i) retention of a specified amount or percentage of the total credit risk of the asset;
`(ii) retention of the first-loss position by a third-party purchaser that specifically negotiates for the purchase of such first-loss position and provides due diligence on all individual assets in the pool before the issuance of the asset-backed securities;
`(iii) a determination by a Federal banking agency or the Commission that the underwriting standards and controls for the asset are adequate; and
`(iv) provision of adequate representations and warranties and related enforcement mechanisms; and
`(F) provide for--
`(i) a total or partial exemption of any securitization, as may be appropriate in the public interest and for the protection of investors; and
`(ii) the allocation of risk retention obligations between a securitizer and an originator in the case of a securitizer that purchases assets from an originator, as the Federal banking agencies and the Commission jointly determine appropriate.
`(2) ASSET CLASSES- 
`(A) ASSET CLASSES- The regulations prescribed under subsection (b) shall establish asset classes with separate rules for securitizers of different classes of assets, including residential mortgages, commercial mortgages, commercial loans, auto loans, and any other class of assets that the Federal banking agencies and the Commission deem appropriate.
`(B) CONTENTS- For each asset class established under subparagraph (A), the regulations prescribed under subsection (b) shall establish underwriting standards that specify the terms, conditions, and characteristics of a loan within the asset class that indicate a reduced credit risk with respect to the loan.
`(d) Originators- In determining how to allocate risk retention obligations between a securitizer and an originator under subsection (c)(1)(E)(ii), the Federal banking agencies and the Commission shall--
`(1) reduce the percentage of risk retention obligations required of the securitizer by the percentage of risk retention obligations required of the originator; and
`(2) consider--
`(A) whether the assets sold to the securitizer have terms, conditions, and characteristics that reflect reduced credit risk;
`(B) whether the form or volume of transactions in securitization markets creates incentives for imprudent origination of the type of loan or asset to be sold to the securitizer; and
`(C) the potential impact of the risk retention obligations on the access of consumers and businesses to credit on reasonable terms, which may not include the transfer of credit risk to a third party.
`(e) Exemptions, Exceptions, and Adjustments- 
`(1) IN GENERAL- The Federal banking agencies and the Commission may jointly adopt or issue exemptions, exceptions, or adjustments to the rules issued under this section, including exemptions, exceptions, or adjustments for classes of institutions or assets relating to the risk retention requirement and the prohibition on hedging under subsection (c)(1).
`(2) APPLICABLE STANDARDS- Any exemption, exception, or adjustment adopted or issued by the Federal banking agencies and the Commission under this paragraph shall--
`(A) help ensure high quality underwriting standards for the securitizers and originators of assets that are securitized or available for securitization; and
`(B) encourage appropriate risk management practices by the securitizers and originators of assets, improve the access of consumers and businesses to credit on reasonable terms, or otherwise be in the public interest and for the protection of investors.
`(3) FARM CREDIT SYSTEM INSTITUTIONS- A Farm Credit System institution, including the Federal Agricultural Mortgage Corporation, that is chartered and subject to the provisions of the Farm Credit Act of 1971, as amended (12 U.S.C. 2001 et seq.), shall be exempt from the risk retention provisions of this subsection.
`(4) EXEMPTION FOR QUALIFIED RESIDENTIAL MORTGAGES- 
`(A) IN GENERAL- The Federal banking agencies, the Commission, the Secretary of Housing and Urban Development, and the Director of the Federal Housing Finance Agency shall jointly issue regulations to exempt qualified residential mortgages from the risk retention requirements of this subsection.
`(B) QUALIFIED RESIDENTIAL MORTGAGE- The Federal banking agencies, the Commission, the Secretary of Housing and Urban Development, and the Director of the Federal Housing Finance Agency shall jointly define the term `qualified residential mortgage' for purposes of this subsection, taking into consideration underwriting and product features that historical loan performance data indicate result in a lower risk of default, such as--
`(i) documentation and verification of the financial resources relied upon to qualify the mortgagor;
`(ii) standards with respect to--
`(I) the residual income of the mortgagor after all monthly obligations;
`(II) the ratio of the housing payments of the mortgagor to the monthly income of the mortgagor;
`(III) the ratio of total monthly installment payments of the mortgagor to the income of the mortgagor;
`(iii) mitigating the potential for payment shock on adjustable rate mortgages through product features and underwriting standards;
`(iv) mortgage guarantee insurance obtained at the time of origination for loans with combined loan-to-value ratios of greater than 80 percent; and
`(v) prohibiting or restricting the use of balloon payments, negative amortization, prepayment penalties, interest-only payments, and other features that have been demonstrated to exhibit a higher risk of borrower default.
`(5) CONDITION FOR QUALIFIED RESIDENTIAL MORTGAGE EXEMPTION- The regulations issued under paragraph (4) shall provide that an asset-backed security that is collateralized by tranches of other asset-backed securities shall not be exempt from the risk retention requirements of this subsection.
`(6) CERTIFICATION- The Commission shall require an issuer to certify, for each issuance of an asset-backed security collateralized exclusively by qualified residential mortgages, that the issuer has evaluated the effectiveness of the internal supervisory controls of the issuer with respect to the process for ensuring that all assets that collateralize the asset-backed security are qualified residential mortgages.
`(f) Enforcement- The regulations issued under this section shall be enforced by--
`(1) the appropriate Federal banking agency, with respect to any securitizer that is an insured depository institution; and
`(2) the Commission, with respect to any securitizer that is not an insured depository institution.
`(g) Authority of Commission- The authority of the Commission under this section shall be in addition to the authority of the Commission to otherwise enforce the securities laws.
`(h) Effective Date of Regulations- The regulations issued under this section shall become effective--
`(1) with respect to securitizers and originators of asset-backed securities backed by residential mortgages, 1 year after the date on which final rules under this section are published in the Federal Register; and
`(2) with respect to securitizers and originators of all other classes of asset-backed securities, 2 years after the date on which final rules under this section are published in the Federal Register.'.
SEC. 942. DISCLOSURES AND REPORTING FOR ASSET-BACKED SECURITIES.
(a) Securities Exchange Act of 1934- Section 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78o(d)) is amended--
(1) by striking `(d) Each' and inserting the following:
`(d) Supplementary and Periodic Information- 
`(1) IN GENERAL- Each';
(2) in the third sentence, by inserting after `securities of each class' the following: `, other than any class of asset-backed securities,'; and
(3) by adding at the end the following:
`(2) ASSET-BACKED SECURITIES- 
`(A) SUSPENSION OF DUTY TO FILE- The Commission may, by rule or regulation, provide for the suspension or termination of the duty to file under this subsection for any class of asset-backed security, on such terms and conditions and for such period or periods as the Commission deems necessary or appropriate in the public interest or for the protection of investors.
`(B) CLASSIFICATION OF ISSUERS- The Commission may, for purposes of this subsection, classify issuers and prescribe requirements appropriate for each class of issuers of asset-backed securities.'.
(b) Securities Act of 1933- Section 7 of the Securities Act of 1933 (15 U.S.C. 77g) is amended by adding at the end the following:
`(c) Disclosure Requirements- 
`(1) IN GENERAL- The Commission shall adopt regulations under this subsection requiring each issuer of an asset-backed security to disclose, for each tranche or class of security, information regarding the assets backing that security.
`(2) CONTENT OF REGULATIONS- In adopting regulations under this subsection, the Commission shall--
`(A) set standards for the format of the data provided by issuers of an asset-backed security, which shall, to the extent feasible, facilitate comparison of such data across securities in similar types of asset classes; and
`(B) require issuers of asset-backed securities, at a minimum, to disclose asset-level or loan-level data necessary for investors to independently perform due diligence, including--
`(i) data having unique identifiers relating to loan brokers or originators;
`(ii) the nature and extent of the compensation of the broker or originator of the assets backing the security; and
`(iii) the amount of risk retention by the originator and the securitizer of such assets.'.
SEC. 943. REPRESENTATIONS AND WARRANTIES IN ASSET-BACKED OFFERINGS.
Not later than 180 days after the date of enactment of this Act, the Securities and Exchange Commission shall prescribe regulations on the use of representations and warranties in the market for asset-backed securities (as that term is defined in section 3(a)(77) of the Securities Exchange Act of 1934, as added by this subtitle) that--
(1) require each national recognized statistical rating organization to include in any report accompanying a credit rating a description of--
(A) the representations, warranties, and enforcement mechanisms available to investors; and
(B) how they differ from the representations, warranties, and enforcement mechanisms in issuances of similar securities; and
(2) require any securitizer (as that term is defined in section 15G(a) of the Securities Exchange Act of 1934, as added by this subtitle) to disclose fulfilled and unfulfilled repurchase requests across all trusts aggregated by the securitizer, so that investors may identify asset originators with clear underwriting deficiencies.
SEC. 944. EXEMPTED TRANSACTIONS UNDER THE SECURITIES ACT OF 1933.
(a) Exemption Eliminated- Section 4 of the Securities Act of 1933 (15 U.S.C. 77d) is amended--
(1) by striking paragraph (5); and
(2) by striking `(6) transactions' and inserting the following:
`(5) transactions'.
(b) Conforming Amendment- Section 3(a)(4)(B)(vii)(I) of the Securities Exchange Act of 1934 (15 U.S.C. 78c(a)(4)(B)(vii)(I)) is amended by striking `4(6)' and inserting `4(5)'.
SEC. 945. DUE DILIGENCE ANALYSIS AND DISCLOSURE IN ASSET-BACKED SECURITIES ISSUES.
Section 7 of the Securities Act of 1933 (15 U.S.C. 77g), as amended by this subtitle, is amended by adding at the end the following:
`(d) Registration Statement for Asset-backed Securities- Not later than 180 days after the date of enactment of this subsection, the Commission shall issue rules relating to the registration statement required to be filed by any issuer of an asset-backed security (as that term is defined in section 3(a)(77) of the Securities Exchange Act of 1934) that require any issuer of an asset-backed security--
`(1) to perform a due diligence analysis of the assets underlying the asset-backed security; and
`(2) to disclose the nature of the analysis under paragraph (1).'.
Subtitle E--Accountability and Executive Compensation
SEC. 951. SHAREHOLDER VOTE ON EXECUTIVE COMPENSATION DISCLOSURES.
The Securities Exchange Act of 1934 (15 U.S.C. 78a et seq.) is amended by inserting after section 14 (15 U.S.C. 78n) the following:
`SEC. 14A. ANNUAL SHAREHOLDER APPROVAL OF EXECUTIVE COMPENSATION.
`(a) Separate Resolution Required- Any proxy or consent or authorization for an annual or other meeting of the shareholders occurring after the end of the 6-month period beginning on the date of enactment of this section, for which the proxy solicitation rules of the Commission require compensation disclosure, shall include a separate resolution subject to shareholder vote to approve the compensation of executives, as disclosed pursuant to section 229.402 of title 17, Code of Federal Regulations, or any successor thereto.
`(b) Rule of Construction- The shareholder vote referred to in subsection (a) shall not be binding on the issuer or the board of directors of an issuer, and may not be construed--
`(1) as overruling a decision by such issuer or board of directors;
`(2) to create or imply any change to the fiduciary duties of such issuer or board of directors;
`(3) to create or imply any additional fiduciary duties for such issuer or board of directors; or
`(4) to restrict or limit the ability of shareholders to make proposals for inclusion in proxy materials related to executive compensation.'.
SEC. 952. COMPENSATION COMMITTEE INDEPENDENCE.
The Securities Exchange Act of 1934 (15 U.S.C. 78 et seq.) is amended by inserting after section 10B, as added by section 753, the following:
`SEC. 10C. COMPENSATION COMMITTEES.
`(a) Independence of Compensation Committees- 
`(1) LISTING STANDARDS- The Commission shall, by rule, direct the national securities exchanges and national securities associations to prohibit the listing of any security of an issuer that does not comply with the requirements of this subsection.
`(2) INDEPENDENCE OF COMPENSATION COMMITTEES- The rules of the Commission under paragraph (1) shall require that each member of the compensation committee of the board of directors of an issuer be--
`(A) a member of the board of directors of the issuer; and
`(B) independent.
`(3) INDEPENDENCE- The rules of the Commission under paragraph (1) shall require that, in determining the definition of the term `independence' for purposes of paragraph (2), the national securities exchanges and the national securities associations shall consider relevant factors, including--
`(A) the source of compensation of a member of the board of directors of an issuer, including any consulting, advisory, or other compensatory fee paid by the issuer to such member of the board of directors; and
`(B) whether a member of the board of directors of an issuer is affiliated with the issuer, a subsidiary of the issuer, or an affiliate of a subsidiary of the issuer.
`(4) EXEMPTION AUTHORITY- The rules of the Commission under paragraph (1) shall permit a national securities exchange or a national securities association to exempt a particular relationship from the requirements of paragraph (2), with respect to the members of a compensation committee, as the national securities exchange or national securities association determines is appropriate, taking into consideration the size of an issuer and any other relevant factors.
`(b) Independence of Compensation Consultants and Other Compensation Committee Advisers- 
`(1) IN GENERAL- The compensation committee of an issuer may only select a compensation consultant, legal counsel, or other adviser to the compensation committee after taking into consideration the factors identified by the Commission under paragraph (2).
`(2) RULES- The Commission shall identify factors that affect the independence of a compensation consultant, legal counsel, or other adviser to a compensation committee of an issuer, including--
`(A) the provision of other services to the issuer by the person that employs the compensation consultant, legal counsel, or other adviser;
`(B) the amount of fees received from the issuer by the person that employs the compensation consultant, legal counsel, or other adviser, as a percentage of the total revenue of the person that employs the compensation consultant, legal counsel, or other adviser;
`(C) the policies and procedures of the person that employs the compensation consultant, legal counsel, or other adviser that are designed to prevent conflicts of interest;
`(D) any business or personal relationship of the compensation consultant, legal counsel, or other adviser with a member of the compensation committee; and
`(E) any stock of the issuer owned by the compensation consultant, legal counsel, or other adviser.
`(c) Compensation Committee Authority Relating to Compensation Consultants- 
`(1) AUTHORITY TO RETAIN COMPENSATION CONSULTANT- 
`(A) IN GENERAL- The compensation committee of an issuer, in its capacity as a committee of the board of directors, may, in its sole discretion, retain or obtain the advice of a compensation consultant.
`(B) DIRECT RESPONSIBILITY OF COMPENSATION COMMITTEE- The compensation committee of an issuer shall be directly responsible for the appointment, compensation, and oversight of the work of a compensation consultant.
`(C) RULE OF CONSTRUCTION- This paragraph may not be construed--
`(i) to require the compensation committee to implement or act consistently with the advice or recommendations of the compensation consultant; or
`(ii) to affect the ability or obligation of a compensation committee to exercise its own judgment in fulfillment of the duties of the compensation committee.
`(2) DISCLOSURE- In any proxy or consent solicitation material for an annual meeting of the shareholders (or a special meeting in lieu of the annual meeting) occurring on or after the date that is 1 year after the date of enactment of this section, each issuer shall disclose in the proxy or consent material, in accordance with regulations of the Commission, whether--
`(A) the compensation committee of the issuer retained or obtained the advice of a compensation consultant; and
`(B) the work of the compensation consultant has raised any conflict of interest and, if so, the nature of the conflict and how the conflict is being addressed.
`(d) Authority To Engage Independent Legal Counsel and Other Advisers- 
`(1) IN GENERAL- The compensation committee of an issuer, in its capacity as a committee of the board of directors, may, in its sole discretion, retain and obtain the advice of independent legal counsel and other advisers.
`(2) DIRECT RESPONSIBILITY OF COMPENSATION COMMITTEE- The compensation committee of an issuer shall be directly responsible for the appointment, compensation, and oversight of the work of independent legal counsel and other advisers.
`(3) RULE OF CONSTRUCTION- This subsection may not be construed--
`(A) to require a compensation committee to implement or act consistently with the advice or recommendations of independent legal counsel or other advisers under this subsection; or
`(B) to affect the ability or obligation of a compensation committee to exercise its own judgment in fulfillment of the duties of the compensation committee.
`(e) Compensation of Compensation Consultants, Independent Legal Counsel, and Other Advisers- Each issuer shall provide for appropriate funding, as determined by the compensation committee in its capacity as a committee of the board of directors, for payment of reasonable compensation--
`(1) to a compensation consultant; and
`(2) to independent legal counsel or any other adviser to the compensation committee.
`(f) Commission Rules- 
`(1) IN GENERAL- Not later than 360 days after the date of enactment of this section, the Commission shall, by rule, direct the national securities exchanges and national securities associations to prohibit the listing of any security of an issuer that is not in compliance with the requirements of this section.
`(2) OPPORTUNITY TO CURE DEFECTS- The rules of the Commission under paragraph (1) shall provide for appropriate procedures for an issuer to have a reasonable opportunity to cure any defects that would be the basis for the prohibition under paragraph (1), before the imposition of such prohibition.
`(3) EXEMPTION AUTHORITY- 
`(A) IN GENERAL- The rules of the Commission under paragraph (1) shall permit a national securities exchange or a national securities association to exempt a category of issuers from the requirements under this section, as the national securities exchange or the national securities association determines is appropriate.
`(B) CONSIDERATIONS- In determining appropriate exemptions under subparagraph (A), the national securities exchange or the national securities association shall take into account the potential impact of the requirements of this section on smaller reporting issuers.'.
SEC. 953. EXECUTIVE COMPENSATION DISCLOSURES.
(a) Disclosure of Pay Versus Performance- Section 14 of the Securities Exchange Act of 1934 (15 U.S.C. 78n), as amended by this title, is amended by adding at the end the following:
`(i) Disclosure of Pay Versus Performance- The Commission shall, by rule, require each issuer to disclose in any proxy or consent solicitation material for an annual meeting of the shareholders of the issuer a clear description of any compensation required to be disclosed by the issuer under section 229.402 of title 17, Code of Federal Regulations (or any successor thereto), including information that shows the relationship between executive compensation actually paid and the financial performance of the issuer, taking into account any change in the value of the shares of stock and dividends of the issuer and any distributions. The disclosure under this subsection may include a graphic representation of the information required to be disclosed.'.
(b) Additional Disclosure Requirements- 
(1) IN GENERAL- The Commission shall amend section 229.402 of title 17, Code of Federal Regulations, to require each issuer to disclose in any filing of the issuer described in section 229.10(a) of title 17, Code of Federal Regulations (or any successor thereto)--
(A) the median of the annual total compensation of all employees of the issuer, except the chief executive officer (or any equivalent position) of the issuer;
(B) the annual total compensation of the chief executive officer (or any equivalent position) of the issuer; and
(C) the ratio of the amount described in subparagraph (A) to the amount described in subparagraph (B).
(2) TOTAL COMPENSATION- For purposes of this subsection, the total compensation of an employee of an issuer shall be determined in accordance with section 229.402(c)(2)(x) of title 17, Code of Federal Regulations, as in effect on the day before the date of enactment of this Act.
SEC. 954. RECOVERY OF ERRONEOUSLY AWARDED COMPENSATION.
The Securities Exchange Act of 1934 is amended by inserting after section 10C, as added by section 952, the following:
`SEC. 10D. RECOVERY OF ERRONEOUSLY AWARDED COMPENSATION POLICY.
`(a) Listing Standards- The Commission shall, by rule, direct the national securities exchanges and national securities associations to prohibit the listing of any security of an issuer that does not comply with the requirements of this section.
`(b) Recovery of Funds- The rules of the Commission under subsection (a) shall require each issuer to develop and implement a policy providing--
`(1) for disclosure of the policy of the issuer on incentive-based compensation that is based on financial information required to be reported under the securities laws; and
`(2) that, in the event that the issuer is required to prepare an accounting restatement due to the material noncompliance of the issuer with any financial reporting requirement under the securities laws, the issuer will recover from any current or former executive officer of the issuer who received incentive-based compensation (including stock options awarded as compensation) during the 3-year period preceding the date on which the issuer is required to prepare an accounting restatement, based on the erroneous data, in excess of what would have been paid to the executive officer under the accounting restatement.'.
SEC. 955. DISCLOSURE REGARDING EMPLOYEE AND DIRECTOR HEDGING.
Section 14 of the Securities Exchange Act of 1934 (15 U.S.C. 78n), as amended by this title, is amended by adding at the end the following:
`(j) Disclosure of Hedging by Employees and Directors- The Commission shall, by rule, require each issuer to disclose in any proxy or consent solicitation material for an annual meeting of the shareholders of the issuer whether any employee or member of the board of directors of the issuer, or any designee of such employee or member, is permitted to purchase financial instruments (including prepaid variable forward contracts, equity swaps, collars, and exchange funds) that are designed to hedge or offset any decrease in the market value of equity securities--
`(1) granted to the employee or member of the board of directors by the issuer as part of the compensation of the employee or member of the board of directors; or
`(2) held, directly or indirectly, by the employee or member of the board of directors.'.
SEC. 956. EXCESSIVE COMPENSATION BY HOLDING COMPANIES OF DEPOSITORY INSTITUTIONS.
Section 5 of the Bank Holding Company Act of 1956 (12 U.S.C. 1844) is amended by adding at the end the following:
`(i) Excessive Compensation- 
`(1) IN GENERAL- Not later than 180 days after the transfer date established under section 311 of the Restoring American Financial Stability Act of 2010, the Board of Governors, in consultation with the Comptroller of the Currency and the Federal Deposit Insurance Corporation, shall, by rule, establish standards prohibiting as an unsafe and unsound practice any compensation plan of a bank holding company that--
`(A) provides an executive officer, employee, director, or principal shareholder of the bank holding company with excessive compensation, fees, or benefits; or
`(B) could lead to material financial loss to the bank holding company.
`(2) CONSIDERATIONS- In establishing the standards under paragraph (1), the Board of Governors shall take into consideration the compensation standards described in section 39(c) of the Federal Deposit Insurance Act (12 U.S.C. 1831p-1(c)) and the views and recommendations of the Comptroller of the Currency and the Federal Deposit Insurance Corporation.'.
SEC. 957. VOTING BY BROKERS.
Section 6(b) of the Securities Exchange Act of 1934 (15 U.S.C. 78f(b)) is amended--
(1) in paragraph (9)--
(A) in subparagraph (A), by redesignating clauses (i) through (v) as subclauses (I) through (V), respectively, and adjusting the margins accordingly;
(B) by redesignating subparagraphs (A) through (D) as clauses (i) through (iv), respectively, and adjusting the margins accordingly;
(C) by inserting `(A)' after `(9)'; and
(D) in the matter immediately following clause (iv), as so redesignated, by striking `As used' and inserting the following:
`(B) As used'.
(2) by adding at the end the following:
`(10)(A) The rules of the exchange prohibit any member that is not the beneficial owner of a security registered under section 12 from granting a proxy to vote the security in connection with a shareholder vote described in subparagraph (B), unless the beneficial owner of the security has instructed the member to vote the proxy in accordance with the voting instructions of the beneficial owner.
`(B) A shareholder vote described in this subparagraph is a shareholder vote with respect to the election of a member of the board of directors of an issuer, executive compensation, or any other significant matter, as determined by the Commission, by rule.
`(C) Nothing in this paragraph shall be construed to prohibit a national securities exchange from prohibiting a member that is not the beneficial owner of a security registered under section 12 from granting a proxy to vote the security in connection with a shareholder vote not described in subparagraph (A).'.
Subtitle F--Improvements to the Management of the Securities and Exchange Commission
SEC. 961. REPORT AND CERTIFICATION OF INTERNAL SUPERVISORY CONTROLS.
(a) Annual Reports and Certification- Not later than 90 days after the end of each fiscal year, the Commission shall submit a report to the Committee on Banking, Housing, and Urban Affairs of the Senate and the Committee on Financial Services of the House of Representatives on the conduct by the Commission of examinations of registered entities, enforcement investigations, and review of corporate financial securities filings.
(b) Contents of Reports- Each report under subsection (a) shall contain--
(1) an assessment, as of the end of the most recent fiscal year, of the effectiveness of--
(A) the internal supervisory controls of the Commission; and
(B) the procedures of the Commission applicable to the staff of the Commission who perform examinations of registered entities, enforcement investigations, and reviews of corporate financial securities filings;
(2) a certification that the Commission has adequate internal supervisory controls to carry out the duties of the Commission described in paragraph (1)(B); and
(3) a summary by the Comptroller General of the United States of the review carried out under subsection (d).
(c) Certification- 
(1) SIGNATURE- The certification under subsection (b)(2) shall be signed by the Director of the Division of Enforcement, the Director of the Division of Corporation Finance, and the Director of the Office of Compliance Inspections and Examinations (or the head of any successor division or office).
(2) CONTENT OF CERTIFICATION- Each individual described in paragraph (1) shall certify that the individual--
(A) is directly responsible for establishing and maintaining the internal supervisory controls of the Division or Office of which the individual is the head;
(B) is knowledgeable about the internal supervisory controls of the Division or Office of which the individual is the head;
(C) has evaluated the effectiveness of the internal supervisory controls during the 90-day period ending on the final day of the fiscal year to which the report relates; and
(D) has disclosed to the Commission any significant deficiencies in the design or operation of internal supervisory controls that could adversely affect the ability of the Division or Office to consistently conduct inspections, or investigations, or reviews of filings with professional competence and integrity.
(d) Review by the Comptroller General- Not later than the date on which the first report is submitted under subsection (a), the Comptroller General of the United States shall submit to the Committee on Banking, Housing, and Urban Affairs of the Senate and the Committee on Financial Services of the House of Representatives an initial report that contains a review of the adequacy and effectiveness of the internal supervisory control structure and procedures described in subsection (b)(1).
SEC. 962. TRIENNIAL REPORT ON PERSONNEL MANAGEMENT.
(a) Triennial Report Required- Once every 3 years, the Comptroller General of the United States shall submit a report to the Committee on Banking, Housing, and Urban Affairs of the Senate and the Committee on Financial Services of the House of Representatives on the quality of personnel management by the Commission.
(b) Contents of Report- Each report under subsection (a) shall include--
(1) an evaluation of--
(A) the effectiveness of supervisors in using the skills, talents, and motivation of the employees of the Commission to achieve the goals of the Commission;
(B) the criteria for promoting employees of the Commission to supervisory positions;
(C) the fairness of the application of the promotion criteria to the decisions of the Commission;
(D) the competence of the professional staff of the Commission;
(E) the efficiency of communication between the units of the Commission regarding the work of the Commission (including communication between divisions and between subunits of a division) and the efforts by the Commission to promote such communication;
(F) the turnover within subunits of the Commission, including the identification of supervisors whose subordinates have an unusually high rate of turnover;
(G) whether there are excessive numbers of low-level, mid-level, or senior-level managers;
(H) any initiatives of the Commission that increase the competence of the staff of the Commission;
(I) the actions taken by the Commission regarding employees of the Commission who have failed to perform their duties; and
(J) such other factors relating to the management of the Commission as the Comptroller General determines are appropriate;
(2) an evaluation of any improvements made with respect to the areas described in paragraph (1) since the date of submission of the previous report; and
(3) recommendations for how the Commission can use the human resources of the Commission more effectively and efficiently to carry out the mission of the Commission.
(c) Consultation- In preparing the report under subsection (a), the Comptroller General shall consult with current employees of the Commission, retired employees and other former employees of the Commission, the Inspector General of the Commission, persons that have business before the Commission, any union representing the employees of the Commission, private management consultants, academics, and any other source that the Comptroller General deems appropriate.
(d) Report by Commission- Not later than 90 days after the date on which the Comptroller General submits each report under subsection (a), 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 Representatives a report describing the actions taken by the Commission in response to the recommendations contained in the report under subsection (a).
(e) Reimbursements for Cost of Reports- 
(1) REIMBURSEMENTS REQUIRED- The Commission shall reimburse the Government Accountability Office for the full cost of making the reports under this section, as billed therefor by the Comptroller General.
(2) CREDITING AND USE OF REIMBURSEMENTS- Such reimbursements shall--
(A) be credited to the appropriation account `Salaries and Expenses, Government Accountability Office' current when the payment is received; and
(B) remain available until expended.
SEC. 963. ANNUAL FINANCIAL CONTROLS AUDIT.
(a) Reports of Commission- 
(1) ANNUAL REPORTS REQUIRED- Not later than 6 months after the end of each fiscal year, the Commission shall publish and submit to Congress a report that--
(A) describes the responsibility of the management of the Commission for establishing and maintaining an adequate internal control structure and procedures for financial reporting; and
(B) contains an assessment of the effectiveness of the internal control structure and procedures for financial reporting of the Commission during that fiscal year.
(2) ATTESTATION- The reports required under paragraph (1) shall be attested to by the Chairman and chief financial officer of the Commission.
(b) Report by Comptroller General- 
(1) REPORT REQUIRED- Not later than 6 months after the end of the first fiscal year after the date of enactment of this Act, the Comptroller General of the United States shall submit a report to Congress that assesses--
(A) the effectiveness of the internal control structure and procedures of the Commission for financial reporting; and
(B) the assessment of the Commission under subsection (a)(1)(B).
(2) ATTESTATION- The Comptroller General shall attest to, and report on, the assessment made by the Commission under subsection (a).
(c) Reimbursements for Cost of Reports- 
(1) REIMBURSEMENTS REQUIRED- The Commission shall reimburse the Government Accountability Office for the full cost of making the reports under subsection (b), as billed therefor by the Comptroller General.
(2) CREDITING AND USE OF REIMBURSEMENTS- Such reimbursements shall--
(A) be credited to the appropriation account `Salaries and Expenses, Government Accountability Office' current when the payment is received; and
(B) remain available until expended.
SEC. 964. REPORT ON OVERSIGHT OF NATIONAL SECURITIES ASSOCIATIONS.
(a) Report Required- Not later than 2 years after the date of enactment of this Act, and every 3 years thereafter, the Comptroller General of the United States shall submit 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 that includes an evaluation of the oversight by the Commission of national securities associations registered under section 15A of the Securities Exchange Act of 1934 (15 U.S.C. 78o-3) with respect to--
(1) the governance of such national securities associations, including the identification and management of conflicts of interest by such national securities associations, together with an analysis of the impact of any conflicts of interest on the regulatory enforcement or rulemaking by such national securities associations;
(2) the examinations carried out by the national securities associations, including the expertise of the examiners;
(3) the executive compensation practices of such national securities associations;
(4) the arbitration services provided by the national securities associations;
(5) the review performed by national securities associations of advertising by the members of the national securities associations;
(6) the cooperation with and assistance to State securities administrators by the national securities associations to promote investor protection;
(7) how the funding of national securities associations is used to support the mission of the national securities associations, including--
(A) the methods of funding;
(B) the sufficiency of funds;
(C) how funds are invested by the national securities association pending use; and
(D) the impact of the methods, sufficiency, and investment of funds on regulatory enforcement by the national securities associations;
(8) the policies regarding the employment of former employees of national securities associations by regulated entities;
(9) the ongoing effectiveness of the rules of the national securities associations in achieving the goals of the rules;
(10) the transparency of governance and activities of the national securities associations; and
(11) any other issue that has an impact, as determined by the Comptroller General, on the effectiveness of such national securities associations in performing their mission and in dealing fairly with investors and members;
(b) Reimbursements for Cost of Reports- 
(1) REIMBURSEMENTS REQUIRED- The Commission shall reimburse the Government Accountability Office for the full cost of making the reports under subsection (a), as billed therefor by the Comptroller General.
(2) CREDITING AND USE OF REIMBURSEMENTS- Such reimbursements shall--
(A) be credited to the appropriation account `Salaries and Expenses, Government Accountability Office' current when the payment is received; and
(B) remain available until expended.
SEC. 965. COMPLIANCE EXAMINERS.
Section 4 of the Securities Exchange Act of 1934 (15 U.S.C. 78d) is amended by adding at the end the following:
`(h) Examiners- 
`(1) DIVISION OF TRADING AND MARKETS- The Division of Trading and Markets of the Commission, or any successor organizational unit, shall have a staff of examiners who shall--
`(A) perform compliance inspections and examinations of entities under the jurisdiction of that Division; and
`(B) report to the Director of that Division.
`(2) DIVISION OF INVESTMENT MANAGEMENT- The Division of Investment Management of the Commission, or any successor organizational unit, shall have a staff of examiners who shall--
`(A) perform compliance inspections and examinations of entities under the jurisdiction of that Division; and
`(B) report to the Director of that Division.'.
SEC. 966. SUGGESTION PROGRAM FOR EMPLOYEES OF THE COMMISSION.
The Securities Exchange Act of 1934 (15 U.S.C. 78a et seq.) is amended by inserting after section 4C (15 U.S.C. 78d-3) the following:
`SEC. 4D. ADDITIONAL DUTIES OF INSPECTOR GENERAL.
`(a) Suggestion Submissions by Commission Employees- 
`(1) HOTLINE ESTABLISHED- The Inspector General of the Commission shall establish and maintain a telephone hotline or other electronic means for the receipt of--
`(A) suggestions by employees of the Commission for improvements in the work efficiency, effectiveness, and productivity, and the use of the resources, of the Commission; and
`(B) allegations by employees of the Commission of waste, abuse, misconduct, or mismanagement within the Commission.
`(2) CONFIDENTIALITY- The Inspector General shall maintain as confidential--
`(A) the identity of any individual who provides information by the means established under paragraph (1), unless the individual requests otherwise, in writing; and
`(B) at the request of any such individual, any specific information provided by the individual.
`(b) Consideration of Reports- The Inspector General shall consider any suggestions or allegations received by the means established under subsection (a)(1), and shall recommend appropriate action in relation to such suggestions or allegations.
`(c) Recognition- The Inspector General may recognize any employee who makes a suggestion under subsection (a)(1) (or by other means) that would or does--
`(1) increase the work efficiency, effectiveness, or productivity of the Commission; or
`(2) reduce waste, abuse, misconduct, or mismanagement within the Commission.
`(d) Report- The Inspector General of the Commission shall submit to Congress an annual report containing a description of--
`(1) the nature, number, and potential benefits of any suggestions received under subsection (a);
`(2) the nature, number, and seriousness of any allegations received under subsection (a);
`(3) any recommendations made or actions taken by the Inspector General in response to substantiated allegations received under subsection (a); and
`(4) any action the Commission has taken in response to suggestions or allegations received under subsection (a).
`(e) Funding- The activities of the Inspector General under this subsection shall be funded by the Securities and Exchange Commission Investor Protection Fund established under section 21F.'.
Subtitle G--Strengthening Corporate Governance
SEC. 971. ELECTION OF DIRECTORS BY MAJORITY VOTE IN UNCONTESTED ELECTIONS.
The Securities Exchange Act of 1934 (15 U.S.C. 78a et seq.) is amended by inserting after section 14A, as added by this title, the following:
`SEC. 14B. CORPORATE GOVERNANCE.
`(a) Corporate Governance Standards- 
`(1) LISTING STANDARDS- 
`(A) IN GENERAL- Not later than 1 year after the date of enactment of this subsection, the Commission shall, by rule, direct the national securities exchanges and national securities associations to prohibit the listing of any security of an issuer that is not in compliance with any of the requirements of this subsection.
`(B) OPPORTUNITY TO COMPLY AND CURE- The rules established under this paragraph shall allow an issuer to have an opportunity to come into compliance with the requirements of this subsection, and to cure any defect that would be the basis for a prohibition under subparagraph (A), before the imposition of such prohibition.
`(C) AUTHORITY TO EXEMPT- The Commission may, by rule or order, exempt an issuer from any or all of the requirements of this subsection and the rules issued under this subsection, based on the size of the issuer, the market capitalization of the issuer, the number of shareholders of record of the issuer, or any other criteria, as the Commission deems necessary and appropriate in the public interest or for the protection of investors.
`(2) COMMISSION RULES ON ELECTIONS- In an election for membership on the board of directors of an issuer--
`(A) that is uncontested, each director who receives a majority of the votes cast shall be deemed to be elected;
`(B) that is contested, if the number of nominees exceeds the number of directors to be elected, each director shall be elected by the vote of a plurality of the shares represented at a meeting and entitled to vote; and
`(C) if a director of an issuer receives less than a majority of the votes cast in an uncontested election--
`(i) the director shall tender the resignation of the director to the board of directors; and
`(ii) the board of directors--
`(I) shall--
`(aa) accept the resignation of the director; 

`(bb) determine a date on which the resignation will take effect, within a reasonable period of time, as established by the Commission; and 

`(cc) make the date under item (bb) public within a reasonable period of time, as established by the Commission; or 

`(II) shall, upon a unanimous vote of the board, decline to accept the resignation and, not later than 30 days after the date of the vote (or within such shorter period as the Commission may establish), make public, together with a discussion of the analysis used in reaching the conclusion, the specific reasons that--
`(aa) the board chose not to accept the resignation; and 

`(bb) the decision was in the best interests of the issuer and the shareholders of the issuer.'. 

SEC. 972. PROXY ACCESS.
(a) Proxy Access- Section 14(a) of the Securities Exchange Act of 1934 (15 U.S.C. 78n(a)) is amended--
(1) by inserting `(1)' after `(a)'; and
(2) by adding at the end the following:
`(2) The rules and regulations prescribed by the Commission under paragraph (1) may include--
`(A) a requirement that a solicitation of proxy, consent, or authorization by (or on behalf of) an issuer include a nominee submitted by a shareholder to serve on the board of directors of the issuer; and
`(B) a requirement that an issuer follow a certain procedure in relation to a solicitation described in subparagraph (A).'.
(b) Regulations- The Commission may issue rules permitting the use by shareholders of proxy solicitation materials supplied by an issuer of securities for the purpose of nominating individuals to membership on the board of directors of the issuer, under such terms and conditions as the Commission determines are in the interests of shareholders and for the protection of investors.
SEC. 973. DISCLOSURES REGARDING CHAIRMAN AND CEO STRUCTURES.
Section 14B of the Securities Exchange Act of 1934, as added by section 971, is amended by adding at the end the following:
`(b) Disclosures Regarding Chairman and CEO Structures- Not later than 180 days after the date of enactment of this subsection, the Commission shall issue rules that require an issuer to disclose in the annual proxy sent to investors the reasons why the issuer has chosen--
`(1) the same person to serve as chairman of the board of directors and chief executive officer (or in equivalent positions); or
`(2) different individuals to serve as chairman of the board of directors and chief executive officer (or in equivalent positions of the issuer).'.
Subtitle H--Municipal Securities
SEC. 975. REGULATION OF MUNICIPAL SECURITIES AND CHANGES TO THE BOARD OF THE MSRB.
(a) Registration of Municipal Securities Dealers and Municipal Advisors- Section 15B(a) of the Securities Exchange Act of 1934 (15 U.S.C. 78o-4(a)) is amended--
(1) in paragraph (1)--
(A) by inserting `(A)' after `(1)'; and
(B) by adding at the end the following:
`(B) It shall be unlawful for a municipal advisor to provide advice to or on behalf of a municipal entity or obligated person with respect to municipal financial products or the issuance of municipal securities, or to undertake a solicitation of a municipal entity or obligated person, unless the municipal advisor is registered in accordance with this subsection.';
(2) in paragraph (2), by inserting `or municipal advisor' after `municipal securities dealer' each place that term appears;
(3) in paragraph (3), by inserting `or municipal advisor' after `municipal securities dealer' each place that term appears;
(4) in paragraph (4), by striking `dealer, or municipal securities dealer or class of brokers, dealers, or municipal securities dealers' and inserting `dealer, municipal securities dealer, or municipal advisor, or class of brokers, dealers, municipal securities dealers, or municipal advisors'; and
(5) by adding at the end the following:
`(5) No municipal advisor shall make use of the mails or any means or instrumentality of interstate commerce to provide advice to or on behalf of a municipal entity or obligated person with respect to municipal financial products, the issuance of municipal securities, or participation in the issuance of municipal securities, or to undertake a solicitation of a municipal entity or obligated person, in connection with which such municipal advisor engages in any fraudulent, deceptive, or manipulative act or practice.'.
(b) Municipal Securities Rulemaking Board- Section 15B(b) of the Securities Exchange Act of 1934 (15 U.S.C. 78o-4(b)) is amended--
(1) in paragraph (1)--
(A) in the first sentence, by striking `Not later than' and all that follows through `appointed by the Commission' and inserting `The Municipal Securities Rulemaking Board shall be composed of 15 members, or such other number of members as specified by rules of the Board pursuant to paragraph (2)(B),';
(B) by striking the second sentence and inserting the following: `The members of the Board shall serve as members for a term of 3 years or for such other terms as specified by rules of the Board pursuant to paragraph (2)(B), and shall consist of (A) 8 individuals who are not associated with any broker, dealer, municipal securities dealer, or municipal advisor (other than by reason of being under common control with, or indirectly controlling, any broker or dealer which is not a municipal securities broker or municipal securities dealer), at least 1 of whom shall be representative of institutional or retail investors in municipal securities, at least 1 of whom shall be representative of municipal entities, and at least 1 of whom shall be a member of the public with knowledge of or experience in the municipal industry (which members are hereinafter referred to as `public representatives'); and (B) 7 individuals who are associated with a broker, dealer, municipal securities dealer, or municipal advisor, including at least 1 individual who is associated with and representative of brokers, dealers, or municipal securities dealers that are not banks or subsidiaries or departments or divisions of banks (which members are hereinafter referred to as `broker-dealer representatives'), at least 1 individual who is associated with and representative of municipal securities dealers which are banks or subsidiaries or departments or divisions of banks (which members are hereinafter referred to as `bank representatives'), and at least 1 individual who is associated with a municipal advisor (which member is hereinafter referred to as the `advisor representative').'; and
(C) in the third sentence, by striking `initial';
(2) in paragraph (2)--
(A) in the matter preceding subparagraph (A)--
(i) by inserting before the period at the end of the first sentence the following: `and advice provided to or on behalf of municipal entities or obligated persons by brokers, dealers, municipal securities dealers, and municipal advisors with respect to municipal financial products, the issuance of municipal securities, or participation in the issuance of municipal securities, and solicitations of municipal entities or obligated persons undertaken by brokers, dealers, municipal securities dealers, and municipal advisors'; and
(ii) by striking the second sentence;
(B) in subparagraph (A)--
(i) in the matter preceding clause (i)--
(I) by inserting `, and no broker, dealer, municipal securities dealer, or municipal advisor shall provide advice to or on behalf of a municipal entity or obligated person with respect to municipal financial products, the issuance of municipal securities, or participation in the issuance of municipal securities' after `sale of, any municipal security'; and
(II) by inserting `and municipal entities or obligated persons' after `protection of investors';
(ii) in clause (i), by striking `municipal securities brokers and municipal securities dealers' each place that term appears and inserting `municipal securities brokers, municipal securities dealers, and municipal advisors';
(iii) in clause (ii), by adding `and' at the end;
(iv) in clause (iii), by striking `; and' and inserting a period; and
(v) by striking clause (iv);
(C) in subparagraph (B), by striking `nominations and elections' and all that follows through `specify' and inserting `nominations and elections of public representatives, broker-dealer representatives, bank representatives, and advisor representatives. Such rules shall provide that the membership of the Board shall at all times be as evenly divided in number as possible between entities or individuals who are subject to regulation by the Board and entities or individuals not subject to regulation by the Board, provided, however, that a majority of the members of the Board shall at all times be public representatives. Such rules shall also specify';
(D) in subparagraph (C)--
(i) by inserting `and municipal financial products' after `municipal securities' the first two times that term appears;
(ii) by inserting `, municipal entities, obligated persons,' before `and the public interest';
(iii) by striking `between' and inserting `among';
(iv) by striking `issuers, municipal securities brokers, or municipal securities dealers, to fix' and inserting `municipal entities, obligated persons, municipal securities brokers, municipal securities dealers, or municipal advisors, to fix'; and
(v) by striking `brokers or municipal securities dealers, to regulate' and inserting `brokers, municipal securities dealers, or municipal advisors, to regulate';
(E) in subparagraph (D)--
(i) by inserting `and advice concerning municipal financial products' after `transactions in municipal securities';
(ii) by striking `That no' and inserting `that no';
(iii) by inserting `municipal advisor,' before `or person associated'; and
(iv) by striking `a municipal securities broker or municipal securities dealer may be compelled' and inserting `a municipal securities broker, municipal securities dealer, or municipal advisor may be compelled';
(F) in subparagraph (E)--
(i) by striking `municipal securities brokers and municipal securities dealers' and inserting `municipal securities brokers, municipal securities dealers, and municipal advisors'; and
(ii) by striking `municipal securities broker or municipal securities dealer' and inserting `municipal securities broker, municipal securities dealer, or municipal advisor';
(G) in subparagraph (G), by striking `municipal securities brokers and municipal securities dealers' and inserting `municipal securities brokers, municipal securities dealers, and municipal advisors';
(H) in subparagraph (J)--
(i) by striking `municipal securities broker and each municipal securities dealer' and inserting `municipal securities broker, municipal securities dealer, and municipal advisor'; and
(ii) by striking the period at the end of the second sentence and inserting `, which may include charges for failure to submit to the Board required information or documents to any information system operated by the Board in a full, accurate, or timely manner, or any other failure to comply with the rules of the Board.';
(I) in subparagraph (K)--
(i) by inserting `broker, dealer, or' before `municipal securities dealer' each place that term appears; and
(ii) by striking `municipal securities investment portfolio' and inserting `related account of a broker, dealer, or municipal securities dealer'; and
(J) by adding at the end the following:
`(L) provide continuing education requirements for municipal advisors.
`(M) provide professional standards.
`(N) not impose a regulatory burden on small municipal advisors that is not necessary or appropriate in the public interest and for the protection of investors, municipal entities, and obligated persons.';
(3) by redesignating paragraph (3) as paragraph (7); and
(4) by inserting after paragraph (2) the following:
`(3) The Board, in conjunction with or on behalf of any Federal financial regulator or self-regulatory organization, may--
`(A) establish information systems; and
`(B) assess such reasonable fees and charges for the submission of information to, or the receipt of information from, such systems from any persons which systems may be developed for the purposes of serving as a repository of information from municipal market participants or otherwise in furtherance of the purposes of the Board, a Federal financial regulator, or a self-regulatory organization.
`(4) The Board shall provide guidance and assistance in the enforcement of, and examination for, compliance with the rules of the Board to the Commission, a registered securities association under section 15A, or any other appropriate regulatory agency, as applicable.'.
(c) Discipline of Dealers and Municipal Advisors and Other Matters- Section 15B(c) of the Securities Exchange Act of 1934 (15 U.S.C. 78o-4(c)) is amended--
(1) in paragraph (1), by inserting `, and no broker, dealer, municipal securities dealer, or municipal advisor shall make use of the mails or any means or instrumentality of interstate commerce to provide advice to or on behalf of a municipal entity or obligated person with respect to municipal financial products, the issuance of municipal securities, or participation in the issuance of municipal securities, or to undertake a solicitation of a municipal entity or obligated person,' after `any municipal security';
(2) in paragraph (2), by inserting `or municipal advisor' after `municipal securities dealer' each place that term appears;
(3) in paragraph (3)--
(A) by inserting `or municipal entities or obligated person' after `protection of investors' each place that term appears; and
(B) by inserting `or municipal advisor' after `municipal securities dealer' each place that term appears;
(4) in paragraph (4), by inserting `or municipal advisor' after `municipal securities dealer or obligated person' each place that term appears;
(5) in paragraph (6)(B), by inserting `or municipal entities' after `protection of investors';
(6) in paragraph (7)--
(A) in subparagraph (A)--
(i) in clause (i), by striking `; and' and inserting a semicolon;
(ii) in clause (ii), by striking the period and inserting `; and'; and
(iii) by adding at the end the following:
`(iii) the Commission, or its designee, in the case of municipal advisors.'.
(B) in subparagraph (B), by inserting `or municipal entities or obligated person' after `protection of investors'; and
(7) by adding at the end the following:
`(9)(A) Fines collected by the Commission for violations of the rules of the Board shall be equally divided between the Commission and the Board.
`(B) Fines collected by a registered securities association under section 15A(7) with respect to violations of the rules of the Board shall be accounted for by such registered securities association separately from other fines collected under section 15A(7) and shall be allocated between such registered securities association and the Board at the direction of the Commission.'.
(d) Issuance of Municipal Securities- Section 15B(d)(2) of the Securities Exchange Act of 1934 (15 U.S.C. 78o-4(d)) is amended--
(1) by striking `through a municipal securities broker or municipal securities dealer or otherwise' and inserting `through a municipal securities broker, municipal securities dealer, municipal advisor, or otherwise'; and
(2) by inserting `or municipal advisors' before `to furnish'.
(e) Definitions- Section 15B of the Securities Exchange Act of 1934 (15 U.S.C. 78o-4) is amended by adding at the end the following:
`(e) Definitions- For purposes of this section--
`(1) the term `Board' means the Municipal Securities Rulemaking Board established under subsection (b)(1);
`(2) the term `guaranteed investment contract' includes any investment that has specified withdrawal or reinvestment provisions and a specifically negotiated or bid interest rate, and also includes any agreement to supply investments on 2 or more future dates, such as a forward supply contract;
`(3) the term `investment strategies' includes plans or programs for the investment of the proceeds of municipal securities that are not municipal derivatives, guaranteed investment contracts, and the recommendation of and brokerage of municipal escrow investments;
`(4) the term `municipal advisor'--
`(A) means a person (who is not a municipal entity or an employee of a municipal entity) that--
`(i) provides advice to or on behalf of a municipal entity or obligated person with respect to municipal financial products or the issuance of municipal securities, including advice with respect to the structure, timing, terms, and other similar matters concerning such financial products or issues;
`(ii) participates in the issuance of municipal securities; or
`(iii) undertakes a solicitation of a municipal entity;
`(B) includes financial advisors, guaranteed investment contract brokers, third-party marketers, placement agents, solicitors, finders, and swap advisors, if such persons are described in any of clauses (i) through (iii) of subparagraph (A); and
`(C) does not include a broker, dealer, or municipal securities dealer serving as an underwriter (as defined in section 2(a)(11) of the Securities Act of 1933) (15 U.S.C. 77b(a)(11)), any investment adviser registered under the Investment Advisers Act of 1940, or persons associated with such investment advisers who are providing investment advice, attorneys offering legal advice or providing services that are of a traditional legal nature, or engineers providing engineering advice;
`(5) the term `municipal derivative' means any financial instrument or contract designed to hedge a risk (including interest rate swaps, basis swaps, credit default swaps, caps, floors, and collars);
`(6) the term `municipal financial product' means municipal derivatives, guaranteed investment contracts, and investment strategies;
`(7) the term `rules of the Board' means the rules proposed and adopted by the Board under subsection (b)(2);
`(8) the term `person associated with a municipal advisor' or `associated person of an advisor' means--
`(A) any partner, officer, director, or branch manager of such municipal advisor (or any person occupying a similar status or performing similar functions);
`(B) any other employee of such municipal advisor who is engaged in the management, direction, supervision, or performance of any activities relating to the provision of advice to or on behalf of a municipal entity or obligated person with respect to municipal financial products, the issuance of municipal securities, or participation in the issuance of municipal securities; and
`(C) any person directly or indirectly controlling, controlled by, or under common control with such municipal advisor;
`(9) the term `municipal entity' means any State, political subdivision of a State, or municipal corporate instrumentality of a State, including--
`(A) any agency, authority, or instrumentality of the State, political subdivision, or municipal corporate instrumentality;
`(B) any plan, program, or pool of assets sponsored or established by the State, political subdivision, or municipal corporate instrumentality or any agency, authority, or instrumentality thereof; and
`(C) any other issuer of municipal securities;
`(10) the term `solicitation of a municipal entity or obligated person' means a direct or indirect communication with a municipal entity or obligated person made by a person, for direct or indirect compensation, on behalf of a broker, dealer, municipal securities dealer, municipal advisor, or investment adviser (as defined in section 202 of the Investment Advisers Act of 1940) that does not control, is not controlled by, or is not under common control with the person undertaking such solicitation for the purpose of obtaining or retaining an engagement by a municipal entity or obligated person of a broker, dealer, municipal securities dealer, or municipal advisor for or in connection with municipal financial products, the issuance of municipal securities, or participation in the issuance of municipal securities, or of an investment adviser to provide investment advisory services to or on behalf of a municipal entity; and
`(11) the term `obligated person' means any person, including an issuer of municipal securities, who is either generally or through an enterprise, fund, or account of such person, committed by contract or other arrangement to support the payment of all or part of the obligations on the municipal securities to be sold in an offering of municipal securities.'.
(f) Registered Securities Association- Section 15A(b) of the Securities Exchange Act of 1934 (15 U.S.C. 78o-3(b)) is amended by adding at the end the following:
`(15) The rules of the association provide that the association shall--
`(A) request guidance from the Municipal Securities Rulemaking Board in interpretation of the rules of the Municipal Securities Rulemaking Board; and
`(B) provide information to the Municipal Securities Rulemaking Board about the enforcement actions and examinations of the association under section 15B(b)(2)(E), so that the Municipal Securities Rulemaking Board may--
`(i) assist in such enforcement actions and examinations; and
`(ii) evaluate the ongoing effectiveness of the rules of the Board.'.
(g) Registration and Regulation of Brokers and Dealers- Section 15 of the Securities Exchange Act of 1934 is amended--
(1) in subsection (b)(4), by inserting `municipal advisor,' after `municipal securities dealer' each place that term appears; and
(2) in subsection (c), by inserting `broker, dealer, or' before `municipal securities dealer' each place that term appears.
(h) Accounts and Records, Reports, Examinations of Exchanges, Members, and Others- Section 17(a)(1) of the Securities Exchange Act of 1934 is amended by inserting `municipal advisor,' after `municipal securities dealer'.
(i) Savings Clause- Notwithstanding any provision of the Over-the-Counter Derivatives Markets Act of 2010, or any amendment made pursuant to such Act, the provisions of this section, and the amendments made pursuant to this section, shall apply to any municipal derivative.
(j) Effective Date- This section, and the amendments made by this section, shall take effect on October 1, 2010.
SEC. 976. GOVERNMENT ACCOUNTABILITY OFFICE STUDY OF INCREASED DISCLOSURE TO INVESTORS.
(a) Study- The Comptroller General of the United States shall conduct a study and review of the disclosure required to be made by issuers of municipal securities.
(b) Subjects for Evaluation- In conducting the study under subsection (a), the Comptroller General of the United States shall--
(1) broadly describe--
(A) the size of the municipal securities markets and the issuers and investors; and
(B) the disclosures provided by issuers to investors;
(2) compare the amount, frequency, and quality of disclosures that issuers of municipal securities are required by law to provide for the benefit of municipal securities holders, including the amount of and frequency of disclosures actually provided by issuers of municipal securities, with the amount of and frequency of disclosures that issuers of corporate securities provide for the benefit of corporate securities holders, taking into account the differences between issuers of municipal securities and issuers of corporate securities;
(3) evaluate the costs and benefits to various types of issuers of municipal securities of requiring issuers of municipal bonds to provide additional financial disclosures for the benefit of investors;
(4) evaluate the potential benefit to investors from additional financial disclosures by issuers of municipal bonds; and
(5) make recommendations relating to disclosure requirements for municipal issuers, including the advisability of the repeal or retention of section 15B(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78o-4(d)) (commonly known as the `Tower Amendment').
(c) Report- Not later than 1 year after the date of enactment of this Act, the Comptroller General of the United States shall submit a report to Congress on the results of the study conducted under subsection (a), including recommendations for how to improve disclosure by issuers of municipal securities.
SEC. 977. GOVERNMENT ACCOUNTABILITY OFFICE STUDY ON THE MUNICIPAL SECURITIES MARKETS.
(a) Study- The Comptroller General of the United States shall conduct a study of the municipal securities markets.
(b) Report- Not later than 180 days after the date of enactment of this Act, the Comptroller General of the United States shall submit a report to the Committee on Banking, Housing, and Urban Affairs of the Senate, and the Committee on Financial Services of the House of Representatives, with copies to the Special Committee on Aging of the Senate and the Commission, on the results of the study conducted under subsection (a), including--
(1) an analysis of the mechanisms for trading, quality of trade executions, market transparency, trade reporting, price discovery, settlement clearing, and credit enhancements;
(2) the needs of the markets and investors and the impact of recent innovations;
(3) recommendations for how to improve the transparency, efficiency, fairness, and liquidity of trading in the municipal securities markets, including with reference to items listed in paragraph (1); and
(4) potential uses of derivatives in the municipal securities markets.
(c) Responses- Not later than 180 days after receipt of the report required under subsection (b), the Commission shall submit a response to the Committee on Banking, Housing, and Urban Affairs of the Senate, and the Committee on Financial Services of the House of Representatives, with a copy to the Special Committee on Aging of the Senate, stating the actions the Commission has taken in response to the recommendations contained in such report.
SEC. 978. STUDY OF FUNDING FOR GOVERNMENT ACCOUNTING STANDARDS BOARD.
(a) Study- The Commission shall conduct a study that evaluates--
(1) the role and importance of the Government Accounting Standards Board in the municipal securities markets;
(2) the manner in which the Government Accounting Standards Board is funded, and how such manner of funding affects the financial information available to securities investors;
(3) the advisability of changes to the manner in which the Government Accounting Standards Board is funded; and
(4) whether legislative changes to the manner in which the Government Accounting Standards Board is funded are necessary for the benefit of investors and in the public interest.
(b) Consultation- In conducting the study required under subsection (a), the Commission shall consult with State and local government financial officers.
(c) Report- Not later than 270 days after the date of enactment of this Act, 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 Representatives a report on the study required under subsection (a).
SEC. 979. COMMISSION OFFICE OF MUNICIPAL SECURITIES.
(a) In General- There shall be in the Commission an Office of Municipal Securities, which shall--
(1) administer the rules of the Commission with respect to the practices of municipal securities brokers and dealers, municipal securities advisors, municipal securities investors, and municipal securities issuers; and
(2) coordinate with the Municipal Securities Rulemaking Board for rulemaking and enforcement actions as required by law.
(b) Director of the Office- The head of the Office of Municipal Securities shall be the Director, who shall report to the Chairman.
(c) Staffing- 
(1) IN GENERAL- The Office of Municipal Securities shall be staffed sufficiently to carry out the requirements of this section.
(2) REQUIREMENT- The staff of the Office of Municipal Securities shall include individuals with knowledge of and expertise in municipal finance.
Subtitle I--Public Company Accounting Oversight Board, Portfolio Margining, and Other Matters
SEC. 981. AUTHORITY TO SHARE CERTAIN INFORMATION WITH FOREIGN AUTHORITIES.
(a) Definition- Section 2(a) of the Sarbanes-Oxley Act of 2002 (15 U.S.C. 7201(a)) is amended by adding at the end the following:
`(17) FOREIGN AUDITOR OVERSIGHT AUTHORITY- The term `foreign auditor oversight authority' means any governmental body or other entity empowered by a foreign government to conduct inspections of public accounting firms or otherwise to administer or enforce laws related to the regulation of public accounting firms.'.
(b) Availability To Share Information- Section 105(b)(5) of the Sarbanes-Oxley Act of 2002 (15 U.S.C. 7215(b)(5)) is amended by adding at the end the following:
`(C) AVAILABILITY TO FOREIGN OVERSIGHT AUTHORITIES- Without the loss of its status as confidential and privileged in the hands of the Board, all information referred to in subparagraph (A) that relates to a public accounting firm that a foreign government has empowered a foreign auditor oversight authority to inspect or otherwise enforce laws with respect to, may, at the discretion of the Board, be made available to the foreign auditor oversight authority, if--
`(i) the Board finds that it is necessary to accomplish the purposes of this Act or to protect investors;
`(ii) the foreign auditor oversight authority provides--
`(I) such assurances of confidentiality as the Board may request;
`(II) a description of the applicable information systems and controls of the foreign auditor oversight authority; and
`(III) a description of the laws and regulations of the foreign government of the foreign auditor oversight authority that are relevant to information access; and
`(iii) the Board determines that it is appropriate to share such information.'.
(c) Conforming Amendment- Section 105(b)(5)(A) of the Sarbanes-Oxley Act of 2002 (15 U.S.C. 7215(b)(5)(A)) is amended by striking `subparagraph (B)' and inserting `subparagraphs (B) and (C)'.
SEC. 982. OVERSIGHT OF BROKERS AND DEALERS.
(a) Definitions- 
(1) DEFINITIONS AMENDED- Title I of the Sarbanes-Oxley Act of 2002 (15 U.S.C. 7201 et seq.) is amended by adding at the end the following new section:
`SEC. 110. DEFINITIONS.
`For the purposes of this title, the following definitions shall apply:
`(1) AUDIT- The term `audit' means an examination of the financial statements, reports, documents, procedures, controls, or notices of any issuer, broker, or dealer by an independent public accounting firm in accordance with the rules of the Board or the Commission, for the purpose of expressing an opinion on the financial statements or providing an audit report.
`(2) AUDIT REPORT- The term `audit report' means a document, report, notice, or other record--
`(A) prepared following an audit performed for purposes of compliance by an issuer, broker, or dealer with the requirements of the securities laws; and
`(B) in which a public accounting firm either--
`(i) sets forth the opinion of that firm regarding a financial statement, report, notice, or other document, procedures, or controls; or
`(ii) asserts that no such opinion can be expressed.
`(3) BROKER- The term `broker' means a broker (as such term is defined in section 3(a)(4) of the Securities Exchange Act of 1934 (15 U.S.C. 78c(a)(4))) that is required to file a balance sheet, income statement, or other financial statement under section 17(e)(1)(A) of such Act (15 U.S.C. 78q(e)(1)(A)), where such balance sheet, income statement, or financial statement is required to be certified by a registered public accounting firm.
`(4) DEALER- The term `dealer' means a dealer (as such term is defined in section 3(a)(5) of the Securities Exchange Act of 1934 (15 U.S.C. 78c(a)(5))) that is required to file a balance sheet, income statement, or other financial statement under section 17(e)(1)(A) of such Act (15 U.S.C. 78q(e)(1)(A)), where such balance sheet, income statement, or financial statement is required to be certified by a registered public accounting firm.
`(5) PROFESSIONAL STANDARDS- The term `professional standards' means--
`(A) accounting principles that are--
`(i) established by the standard setting body described in section 19(b) of the Securities Act of 1933, as amended by this Act, or prescribed by the Commission under section 19(a) of that Act (15 U.S.C. 17a(s)) or section 13(b) of the Securities Exchange Act of 1934 (15 U.S.C. 78a(m)); and
`(ii) relevant to audit reports for particular issuers, brokers, or dealers, or dealt with in the quality control system of a particular registered public accounting firm; and
`(B) auditing standards, standards for attestation engagements, quality control policies and procedures, ethical and competency standards, and independence standards (including rules implementing title II) that the Board or the Commission determines--
`(i) relate to the preparation or issuance of audit reports for issuers, brokers, or dealers; and
`(ii) are established or adopted by the Board under section 103(a), or are promulgated as rules of the Commission.
`(6) SELF-REGULATORY ORGANIZATION- The term `self-regulatory organization' has the same meaning as in section 3(a) of the Securities Exchange Act of 1934 (15 U.S.C. 78c(a)).'.
(2) CONFORMING AMENDMENT- Section 2(a) of the Sarbanes-Oxley Act of 2002 (15 U.S.C. 7201(a)) is amended in the matter preceding paragraph (1), by striking `In this' and inserting `Except as otherwise specifically provided in this Act, in this'.
(b) Establishment and Administration of the Public Company Accounting Oversight Board- Section 101 of the Sarbanes-Oxley Act of 2002 (15 U.S.C. 7211) is amended--
(1) by striking `issuers' each place that term appears and inserting `issuers, brokers, and dealers'; and
(2) in subsection (a)--
(A) by striking `public companies' and inserting `companies'; and
(B) by striking `for companies the securities of which are sold to, and held by and for, public investors'.
(c) Registration With the Board- Section 102 of the Sarbanes-Oxley Act of 2002 (15 U.S.C. 7212) is amended--
(1) in subsection (a)--
(A) by striking `Beginning 180' and all that follows through `101(d), it' and inserting `It'; and
(B) by striking `issuer' and inserting `issuer, broker, or dealer';
(2) in subsection (b)--
(A) in paragraph (2)(A), by striking `issuers' and inserting `issuers, brokers, and dealers'; and
(B) by striking `issuer' each place that term appears and inserting `issuer, broker, or dealer'.
(d) Auditing and Independence- Section 103(a) of the Sarbanes-Oxley Act of 2002 (15 U.S.C. 7213(a)) is amended--
(1) in paragraph (1), by striking `and such ethics standards' and inserting `such ethics standards, and such independence standards';
(2) in paragraph (2)(A)(iii), by striking `describe in each audit report' and inserting `in each audit report for an issuer, describe'; and
(3) in paragraph (2)(B)(i), by striking `issuers' and inserting `issuers, brokers, and dealers'.
(e) Inspections of Registered Public Accounting Firms- Section 104 of the Sarbanes-Oxley Act of 2002 (15 U.S.C. 7214) is amended--
(1) in subsection (a), by striking `issuers' and inserting `issuers, brokers, and dealers'; and
(2) in subsection (b)(1)--
(A) by striking `audit reports for' each place that term appears and inserting `audit reports on annual financial statements for';
(B) in subparagraph (A), by striking `and' at the end;
(C) in subparagraph (B), by striking the period at the end and inserting `; and'; and
(D) by adding at the end the following:
`(C) with respect to each registered public accounting firm that regularly provides audit reports and that is not described in subparagraph (A) or (B), on a basis determined by the Board, by rule, that is consistent with the public interest and protection of investors.'.
(f) Investigations and Disciplinary Proceedings- Section 105(c)(7)(B) of the Sarbanes-Oxley Act of 2002 (15 U.S.C. 7215(c)(7)(B)) is amended--
(1) in the subparagraph heading, by inserting `, BROKER, OR DEALER' after `ISSUER';
(2) by striking `any issuer' each place that term appears and inserting `any issuer, broker, or dealer'; and
(3) by striking `an issuer under this subsection' and inserting `a registered public accounting firm under this subsection'.
(g) Foreign Public Accounting Firms- Section 106(a) of the Sarbanes-Oxley Act of 2002 (15 U.S.C. 7216(a)) is amended--
(1) in paragraph (1), by striking `issuer' and inserting `issuer, broker, or dealer'; and
(2) in paragraph (2), by striking `issuers' and inserting `issuers, brokers, or dealers'.
(h) Funding- Section 109 of the Sarbanes-Oxley Act of 2002 (15 U.S.C. 7219) is amended--
(1) in subsection (c)(2), by striking `subsection (i)' and inserting `subsection (j)';
(2) in subsection (d)--
(A) in paragraph (2), by striking `allowing for differentiation among classes of issuers, as appropriate' and inserting `and among brokers and dealers, in accordance with subsection (h), and allowing for differentiation among classes of issuers, brokers and dealers, as appropriate'; and
(B) by adding at the end the following:
`(3) BROKERS AND DEALERS- The Board shall begin the allocation, assessment, and collection of fees under paragraph (2) with respect to brokers and dealers with the payment of support fees to fund the first full fiscal year beginning after the effective date of this paragraph.';
(3) by redesignating subsections (h), (i), and (j) as subsections (i), (j), and (k), respectively; and
(4) by inserting after subsection (g) the following:
`(h) Allocation of Accounting Support Fees Among Brokers and Dealers- 
`(1) OBLIGATION TO PAY- Each broker or dealer shall pay to the Board the annual accounting support fee allocated to such broker or dealer under this section.
`(2) ALLOCATION- Any amount due from a broker or dealer (or from a particular class of brokers and dealers) under this section shall be allocated among brokers and dealers and payable by the broker or dealer (or the brokers and dealers in the particular class, as applicable).
`(3) PROPORTIONALITY- The amount due from a broker or dealer shall be in proportion to the net capital of the broker or dealer, compared to the total net capital of all brokers and dealers, in accordance with rules issued by the Board.'.
(i) Referral of Investigations to a Self-regulatory Organization- Section 105(b)(4)(B) of the Sarbanes-Oxley Act of 2002 (15 U.S.C. 7215(b)(4)(B)) is amended--
(1) by redesignating clauses (ii) and (iii) as clauses (iii) and (iv), respectively; and
(2) by inserting after clause (i) the following:
`(ii) to a self-regulatory organization, in the case of an investigation that concerns an audit report for a broker or dealer that is under the jurisdiction of such self-regulatory organization;'.
(j) Use of Documents Related to an Inspection or Investigation- Section 105(b)(5)(B)(ii) of the Sarbanes-Oxley Act of 2002 (15 U.S.C. 7215(b)(5)(B)(ii)) is amended--
(1) in subclause (III), by striking `and' at the end;
(2) in subclause (IV), by striking the comma and inserting `; and'; and
(3) by inserting after subclause (IV) the following:
`(V) a self-regulatory organization, with respect to an audit report for a broker or dealer that is under the jurisdiction of such self-regulatory organization,'.
(k) Effective Date- The amendments made by this section shall take effect 180 days after the date of enactment of this Act.
SEC. 983. PORTFOLIO MARGINING.
(a) Advances- Section 9(a)(1) of the Securities Investor Protection Act of 1970 (15 U.S.C. 78fff-3(a)(1)) is amended by inserting `or options on commodity futures contracts' after `claim for securities'.
(b) Definitions- Section 16 of the Securities Investor Protection Act of 1970 (15 U.S.C. 78lll) is amended--
(1) by striking paragraph (2) and inserting the following:
`(2) CUSTOMER- 
`(A) IN GENERAL- The term `customer' of a debtor means any person (including any person with whom the debtor deals as principal or agent) who has a claim on account of securities received, acquired, or held by the debtor in the ordinary course of its business as a broker or dealer from or for the securities accounts of such person for safekeeping, with a view to sale, to cover consummated sales, pursuant to purchases, as collateral, security, or for purposes of effecting transfer.
`(B) INCLUDED PERSONS- The term `customer' includes--
`(i) any person who has deposited cash with the debtor for the purpose of purchasing securities;
`(ii) any person who has a claim against the debtor for cash, securities, futures contracts, or options on futures contracts received, acquired, or held in a portfolio margining account carried as a securities account pursuant to a portfolio margining program approved by the Commission; and
`(iii) any person who has a claim against the debtor arising out of sales or conversions of such securities.
`(C) EXCLUDED PERSONS- The term `customer' does not include any person, to the extent that--
`(i) the claim of such person arises out of transactions with a foreign subsidiary of a member of SIPC; or
`(ii) such person has a claim for cash or securities which by contract, agreement, or understanding, or by operation of law, is part of the capital of the debtor, or is subordinated to the claims of any or all creditors of the debtor, notwithstanding that some ground exists for declaring such contract, agreement, or understanding void or voidable in a suit between the claimant and the debtor.';
(2) in paragraph (4)--
(A) in subparagraph (C), by striking `and' at the end;
(B) by redesignating subparagraph (D) as subparagraph (E); and
(C) by inserting after subparagraph (C) the following:
`(D) in the case of a portfolio margining account of a customer that is carried as a securities account pursuant to a portfolio margining program approved by the Commission, a futures contract or an option on a futures contract received, acquired, or held by or for the account of a debtor from or for such portfolio margining account, and the proceeds thereof; and';
(3) in paragraph (9), in the matter following subparagraph (L), by inserting after `Such term' the following: `includes revenues earned by a broker or dealer in connection with a transaction in the portfolio margining account of a customer carried as securities accounts pursuant to a portfolio margining program approved by the Commission. Such term'; and
(4) in paragraph (11)--
(A) in subparagraph (A)--
(i) by striking `filing date, all' and all that follows through the end of the subparagraph and inserting the following: `filing date--
`(i) all securities positions of such customer (other than customer name securities reclaimed by such customer); and
`(ii) all positions in futures contracts and options on futures contracts held in a portfolio margining account carried as a securities account pursuant to a portfolio margining program approved by the Commission, including all property collateralizing such positions, to the extent that such property is not otherwise included herein; minus'; and
(B) in the matter following subparagraph (C), by striking `In determining' and inserting the following: `A claim for a commodity futures contract received, acquired, or held in a portfolio margining account pursuant to a portfolio margining program approved by the Commission or a claim for a security futures contract, shall be deemed to be a claim with respect to such contract as of the filing date, and such claim shall be treated as a claim for cash. In determining'.
SEC. 984. LOAN OR BORROWING OF SECURITIES.
(a) Rulemaking Authority- Section 10 of the Securities Exchange Act of 1934 (15 U.S.C. 78j) is amended by adding at the end the following:
`(c)(1) To effect, accept, or facilitate a transaction involving the loan or borrowing of securities in contravention of such rules and regulations as the Commission may prescribe as necessary or appropriate in the public interest or for the protection of investors.
`(2) Nothing in paragraph (1) may be construed to limit the authority of the appropriate Federal banking agency (as defined in section 3(q) of the Federal Deposit Insurance Act (12 U.S.C. 1813(q))), the National Credit Union Administration, or any other Federal department or agency having a responsibility under Federal law to prescribe rules or regulations restricting transactions involving the loan or borrowing of securities in order to protect the safety and soundness of a financial institution or to protect the financial system from systemic risk.'.
(b) Rulemaking Required- Not later than 2 years after the date of enactment of this Act, the Commission shall promulgate rules that are designed to increase the transparency of information available to brokers, dealers, and investors, with respect to the loan or borrowing of securities.
SEC. 985. TECHNICAL CORRECTIONS TO FEDERAL SECURITIES LAWS.
(a) Securities Act of 1933- The Securities Act of 1933 (15 U.S.C. 77a et seq.) is amended--
(1) in section 3(a)(4) (15 U.S.C. 77c(a)(4)), by striking `individual;' and inserting `individual,';
(2) in section 18 (15 U.S.C. 77r)--
(A) in subsection (b)(1)(C), by striking `is a security' and inserting `a security'; and
(B) in subsection (c)(2)(B)(i), by striking `State, or' and inserting `State or';
(3) in section 19(d)(6)(A) (15 U.S.C. 77s(d)(6)(A)), by striking `in paragraph (1) of (3)' and inserting `in paragraph (1) or (3)'; and
(4) in section 27A(c)(1)(B)(ii) (15 U.S.C. 77z-2(c)(1)(B)(ii)), by striking `business entity;' and inserting `business entity,'.
(b) Securities Exchange Act of 1934- The Securities Exchange Act of 1934 (15 U.S.C. 78a et seq.) is amended--
(1) in section 2 (15 U.S.C. 78b), by striking `affected' and inserting `effected';
(2) in section 3 (15 U.S.C. 78c)--
(A) in subsection (a)(55)(A), by striking `section 3(a)(12) of the Securities Exchange Act of 1934' and inserting `section 3(a)(12) of this title'; and
(B) in subsection (g), by striking `company, account person, or entity' and inserting `company, account, person, or entity';
(3) in section 10A(i)(1)(B) (15 U.S.C. 78j-1(i)(1)(B))--
(A) in the subparagraph heading, by striking `MINIMUS' and inserting `MINIMIS'; and
(B) in clause (i), by striking `nonaudit' and inserting `non-audit';
(4) in section 13(b)(1) (15 U.S.C. 78m(b)(1)), by striking `earning statement' and inserting `earnings statement';
(5) in section 15 (15 U.S.C. 78o)--
(A) in subsection (b)(1)--
(i) in subparagraph (B), by striking `The order granting' and all that follows through `from such membership.'; and
(ii) in the undesignated matter immediately following subparagraph (B), by inserting after the first sentence the following: `The order granting registration shall not be effective until such broker or dealer has become a member of a registered securities association, or until such broker or dealer has become a member of a national securities exchange, if such broker or dealer effects transactions solely on that exchange, unless the Commission has exempted such broker or dealer, by rule or order, from such membership.';
(6) in section 15C(a)(2) (15 U.S.C. 78o-5(a)(2))--
(A) by redesignating clauses (i) and (ii) as subparagraphs (A) and (B), respectively, and adjusting the subparagraph margins accordingly;
(B) in subparagraph (B), as so redesignated, by striking `The order granting' and all that follows through `from such membership.'; and
(C) in the matter following subparagraph (B), as so redesignated, by inserting after the first sentence the following: `The order granting registration shall not be effective until such government securities broker or government securities dealer has become a member of a national securities exchange registered under section 6 of this title, or a securities association registered under section 15A of this title, unless the Commission has exempted such government securities broker or government securities dealer, by rule or order, from such membership.';
(7) in section 17(b)(1)(B) (15 U.S.C. 78q(b)(1)(B)), by striking `15A(k) gives' and inserting `15A(k), give'; and
(8) in section 21C(c)(2) (15 U.S.C. 78u-3(c)(2)), by striking `paragraph (1) subsection' and inserting `Paragraph (1)'.
(c) Trust Indenture Act of 1939- The Trust Indenture Act of 1939 (15 U.S.C. 77aaa et seq.) is amended--
(1) in section 304(b) (15 U.S.C. 77ddd(b)), by striking `section 2 of such Act' and inserting `section 2(a) of such Act'; and
(2) in section 317(a)(1) (15 U.S.C. 77qqq(a)(1)), by striking `, in the' and inserting `in the'.
(d) Investment Company Act of 1940- The Investment Company Act of 1940 (15 U.S.C. 80a-1 et seq.) is amended--
(1) in section 2(a)(19) (15 U.S.C. 80a-2(a)(19)), in the matter following subparagraph (B)(vii)--
(A) by striking `clause (vi)' each place that term appears and inserting `clause (vii)'; and
(B) in each of subparagraphs (A)(vi) and (B)(vi), by adding `and' at the end of subclause (III);
(2) in section 9(b)(4)(B) (15 U.S.C. 80a-9(b)(4)(B)), by adding `or' after the semicolon at the end;
(3) in section 12(d)(1)(J) (15 U.S.C. 80a-12(d)(1)(J)), by striking `any provision of this subsection' and inserting `any provision of this paragraph';
(4) in section 17(f) (15 U.S.C. 80a-17(f))--
(A) in paragraph (4), by striking `No such member' and inserting `No member of a national securities exchange'; and
(B) in paragraph (6), by striking `company may serve' and inserting `company, may serve'; and
(5) in section 61(a)(3)(B)(iii) (15 U.S.C. 80a-60(a)(3)(B)(iii))--
(A) by striking `paragraph (1) of section 205' and inserting `section 205(a)(1)'; and
(B) by striking `clause (A) or (B) of that section' and inserting `paragraph (1) or (2) of section 205(b)'.
(e) Investment Advisers Act of 1940- The Investment Advisers Act of 1940 (15 U.S.C. 80b-1 et seq.) is amended--
(1) in section 203 (15 U.S.C. 80b-3)--
(A) in subsection (c)(1)(A), by striking `principal business office and' and inserting `principal office, principal place of business, and'; and
(B) in subsection (k)(4)(B), in the matter following clause (ii), by striking `principal place of business' and inserting `principal office or place of business';
(2) in section 206(3) (15 U.S.C. 80b-6(3)), by adding `or' after the semicolon at the end;
(3) in section 213(a) (15 U.S.C. 80b-13(a)), by striking `principal place of business' and inserting `principal office or place of business'; and
(4) in section 222 (15 U.S.C. 80b-18a), by striking `principal place of business' each place that term appears and inserting `principal office and place of business'.
SEC. 986. CONFORMING AMENDMENTS RELATING TO REPEAL OF THE PUBLIC UTILITY HOLDING COMPANY ACT OF 1935.
(a) Securities Exchange Act of 1934- The Securities Exchange Act of 1934 (15 U.S.C. 78 et seq.) is amended--
(1) in section 3(a)(47) (15 U.S.C. 78c(a)(47)), by striking `the Public Utility Holding Company Act of 1935 (15 U.S.C. 79a et seq.),';
(2) in section 12(k) (15 U.S.C. 78l(k)), by amending paragraph (7) to read as follows: 
`(7) DEFINITION- For purposes of this subsection, the term `emergency' means--
`(A) a major market disturbance characterized by or constituting--
`(i) sudden and excessive fluctuations of securities prices generally, or a substantial threat thereof, that threaten fair and orderly markets; or
`(ii) a substantial disruption of the safe or efficient operation of the national system for clearance and settlement of transactions in securities, or a substantial threat thereof; or
`(B) a major disturbance that substantially disrupts, or threatens to substantially disrupt--
`(i) the functioning of securities markets, investment companies, or any other significant portion or segment of the securities markets; or
`(ii) the transmission or processing of securities transactions.'; and
(3) in section 21(h)(2) (15 U.S.C. 78u(h)(2)), by striking `section 18(c) of the Public Utility Holding Company Act of 1935,'.
(b) Trust Indenture Act of 1939- The Trust Indenture Act of 1939 (15 U.S.C. 77aaa et seq.) is amended--
(1) in section 303 (15 U.S.C. 77ccc), by striking paragraph (17) and inserting the following:
`(17) The terms `Securities Act of 1933' and `Securities Exchange Act of 1934' shall be deemed to refer, respectively, to such Acts, as amended, whether amended prior to or after the enactment of this title.';
(2) in section 308 (15 U.S.C. 77hhh), by striking `Securities Act of 1933, the Securities Exchange Act of 1934, or the Public Utility Holding Company Act of 1935' each place that term appears and inserting `Securities Act of 1933 or the Securities Exchange Act of 1934';
(3) in section 310 (15 U.S.C. 77jjj), by striking subsection (c);
(4) in section 311 (15 U.S.C. 77kkk), by striking subsection (c);
(5) in section 323(b) (15 U.S.C. 77www(b)), by striking `Securities Act of 1933, or the Securities Exchange Act of 1934, or the Public Utility Holding Company Act of 1935' and inserting `Securities Act of 1933 or the Securities Exchange Act of 1934'; and
(6) in section 326 (15 U.S.C. 77zzz), by striking `Securities Act of 1933, or the Securities Exchange Act of 1934, or the Public Utility Holding Company Act of 1935,' and inserting `Securities Act of 1933 or the Securities Exchange Act of 1934'.
(c) Investment Company Act of 1940- The Investment Company Act of 1940 (15 U.S.C. 80a-1 et seq.) is amended--
(1) in section 2(a)(44) (15 U.S.C. 80a-2(a)(44)), by striking `Public Utility Holding Company Act of 1935',';
(2) in section 3(c) (15 U.S.C. 80a-3(c)), by striking paragraph (8) and inserting the following:
`(8) [Repealed]';
(3) in section 38(b) (15 U.S.C. 80a-37(b)), by striking `the Public Utility Holding Company Act of 1935,'; and
(4) in section 50 (15 U.S.C. 80a-49), by striking `the Public Utility Holding Company Act of 1935,'.
(d) Investment Advisers Act of 1940- Section 202(a)(21) of the Investment Advisers Act of 1940 (15 U.S.C. 80b-2(a)(21)) is amended by striking `Public Utility Holding Company Act of 1935','.
SEC. 987. AMENDMENT TO DEFINITION OF MATERIAL LOSS AND NONMATERIAL LOSSES TO THE DEPOSIT INSURANCE FUND FOR PURPOSES OF INSPECTOR GENERAL REVIEWS.
(a) In General- Section 38(k) of the Federal Deposit Insurance Act (U.S.C. 1831o(k)) is amended--
(1) in paragraph (2), by striking subparagraph (B) and inserting the following:
`(B) MATERIAL LOSS DEFINED- The term `material loss' means any estimated loss in excess of--
`(i) $100,000,000, if the loss occurs during the period beginning on September 30, 2009, and ending on December 31, 2010;
`(ii) $75,000,000, if the loss occurs during the period beginning on January 1, 2011, and ending on December 31, 2011; and
`(iii) $50,000,000, if the loss occurs on or after January 1, 2012.';
(2) in paragraph (4)(A) by striking `the report' and inserting `any report on losses required under this subsection,';
(3) by striking paragraph (6);
(4) by redesignating paragraph (5) as paragraph (6); and
(5) by inserting after paragraph (4) the following:
`(5) LOSSES THAT ARE NOT MATERIAL- 
`(A) SEMIANNUAL REPORT- For the 6-month period ending on March 31, 2010, and each 6-month period thereafter, the Inspector General of each Federal banking agency shall--
`(i) identify losses that the Inspector General estimates have been incurred by the Deposit Insurance Fund during that 6-month period, with respect to the insured depository institutions supervised by the Federal banking agency;
`(ii) for each loss incurred by the Deposit Insurance Fund that is not a material loss, determine--
`(I) the grounds identified by the Federal banking agency or State bank supervisor for appointing the Corporation as receiver under section 11(c)(5); and
`(II) whether any unusual circumstances exist that might warrant an in-depth review of the loss; and
`(iii) prepare and submit a written report to the appropriate Federal banking agency and to Congress on the results of any determination by the Inspector General, including--
`(I) an identification of any loss that warrants an in-depth review, together with the reasons why such review is warranted, or, if the Inspector General determines that no review is warranted, an explanation of such determination; and
`(II) for each loss identified under subclause (I) that warrants an in-depth review, the date by which such review, and a report on such review prepared in a manner consistent with reports under paragraph (1)(A), will be completed and submitted to the Federal banking agency and Congress.
`(B) DEADLINE FOR SEMIANNUAL REPORT- The Inspector General of each Federal banking agency shall--
`(i) submit each report required under paragraph (A) expeditiously, and not later than 90 days after the end of the 6-month period covered by the report; and
`(ii) provide a copy of the report required under paragraph (A) to any Member of Congress, upon request.'.
(b) Technical and Conforming Amendment- The heading for subsection (k) of section 38 of the Federal Deposit Insurance Act (U.S.C. 1831o(k)) is amended to read as follows:
`(k) Reviews Required When Deposit Insurance Fund Incurs Losses- '.
SEC. 988. AMENDMENT TO DEFINITION OF MATERIAL LOSS AND NONMATERIAL LOSSES TO THE NATIONAL CREDIT UNION SHARE INSURANCE FUND FOR PURPOSES OF INSPECTOR GENERAL REVIEWS.
(a) In General- Section 216(j) of the Federal Credit Union Act (12 U.S.C. 1790d(j)) is amended to read as follows:
`(j) Reviews Required When Share Insurance Fund Experiences Losses- 
`(1) IN GENERAL- If the Fund incurs a material loss with respect to an insured credit union, the Inspector General of the Board shall--
`(A) submit to the Board a written report reviewing the supervision of the credit union by the Administration (including the implementation of this section by the Administration), which shall include--
`(i) a description of the reasons why the problems of the credit union resulted in a material loss to the Fund; and
`(ii) recommendations for preventing any such loss in the future; and
`(B) submit a copy of the report under subparagraph (A) to--
`(i) the Comptroller General of the United States;
`(ii) the Corporation;
`(iii) in the case of a report relating to a State credit union, the appropriate State supervisor; and
`(iv) to any Member of Congress, upon request.
`(2) MATERIAL LOSS DEFINED- For purposes of determining whether the Fund has incurred a material loss with respect to an insured credit union, a loss is material if it exceeds the sum of--
`(A) $25,000,000; and
`(B) an amount equal to 10 percent of the total assets of the credit union on the date on which the Board initiated assistance under section 208 or was appointed liquidating agent.
`(3) PUBLIC DISCLOSURE REQUIRED- 
`(A) IN GENERAL- The Board shall disclose a report under this subsection, upon request under section 552 of title 5, United States Code, without excising--
`(i) any portion under section 552(b)(5) of title 5, United States Code; or
`(ii) any information about the insured credit union (other than trade secrets) under section 552(b)(8) of title 5, United States Code.
`(B) RULE OF CONSTRUCTION- Subparagraph (A) may not be construed as requiring the agency to disclose the name of any customer of the insured credit union (other than an institution-affiliated party), or information from which the identity of such customer could reasonably be ascertained.
`(4) LOSSES THAT ARE NOT MATERIAL- 
`(A) SEMIANNUAL REPORT- For the 6-month period ending on March 31, 2010, and each 6-month period thereafter, the Inspector General of the Board shall--
`(i) identify any losses that the Inspector General estimates were incurred by the Fund during such 6-month period, with respect to insured credit unions;
`(ii) for each loss to the Fund that is not a material loss, determine--
`(I) the grounds identified by the Board or the State official having jurisdiction over a State credit union for appointing the Board as the liquidating agent for any Federal or State credit union; and
`(II) whether any unusual circumstances exist that might warrant an in-depth review of the loss; and
`(iii) prepare and submit a written report to the Board and to Congress on the results of the determinations of the Inspector General that includes--
`(I) an identification of any loss that warrants an in-depth review, and the reasons such review is warranted, or if the Inspector General determines that no review is warranted, an explanation of such determination; and
`(II) for each loss identified in subclause (I) that warrants an in-depth review, the date by which such review, and a report on the review prepared in a manner consistent with reports under paragraph (1)(A), will be completed.
`(B) DEADLINE FOR SEMIANNUAL REPORT- The Inspector General of the Board shall--
`(i) submit each report required under subparagraph (A) expeditiously, and not later than 90 days after the end of the 6-month period covered by the report; and
`(ii) provide a copy of the report required under subparagraph (A) to any Member of Congress, upon request.
`(5) GAO REVIEW- The Comptroller General of the United States shall, under such conditions as the Comptroller General determines to be appropriate--
`(A) review each report made under paragraph (1), including the extent to which the Inspector General of the Board complied with the requirements under section 8L of the Inspector General Act of 1978 (5 U.S.C. App.) with respect to each such report; and
`(B) recommend improvements to the supervision of insured credit unions (including improvements relating to the implementation of this section).'.
SEC. 989. GOVERNMENT ACCOUNTABILITY OFFICE STUDY ON PROPRIETARY TRADING.
(a) Definitions- In this section--
(1) the term `covered entity' means--
(A) an insured depository institution, an affiliate of an insured depository institution, a bank holding company, a financial holding company, or a subsidiary of a bank holding company or a financial holding company, as those terms are defined in the Bank Holding Company Act of 1956 (12 U.S.C. 1841 et seq.); and
(B) any other entity, as the Comptroller General of the United States may determine; and
(2) the term `proprietary trading' means the act of a covered entity investing as a principal in securities, commodities, derivatives, hedge funds, private equity firms, or such other financial products or entities as the Comptroller General may determine.
(b) Study- 
(1) IN GENERAL- The Comptroller General of the United States shall conduct a study regarding the risks and conflicts associated with proprietary trading by and within covered entities, including an evaluation of--
(A) whether proprietary trading presents a material systemic risk to the stability of the United States financial system, and if so, the costs and benefits of options for mitigating such systemic risk;
(B) whether proprietary trading presents material risks to the safety and soundness of the covered entities that engage in such activities, and if so, the costs and benefits of options for mitigating such risks;
(C) whether proprietary trading presents material conflicts of interest between covered entities that engage in proprietary trading and the clients of the institutions who use the firm to execute trades or who rely on the firm to manage assets, and if so, the costs and benefits of options for mitigating such conflicts of interest;
(D) whether adequate disclosure regarding the risks and conflicts of proprietary trading is provided to the depositors, trading and asset management clients, and investors of covered entities that engage in proprietary trading, and if not, the costs and benefits of options for the improvement of such disclosure; and
(E) whether the banking, securities, and commodities regulators of institutions that engage in proprietary trading have in place adequate systems and controls to monitor and contain any risks and conflicts of interest related to proprietary trading, and if not, the costs and benefits of options for the improvement of such systems and controls.
(2) CONSIDERATIONS- In carrying out the study required under paragraph (1), the Comptroller General shall consider--
(A) current practice relating to proprietary trading;
(B) the advisability of a complete ban on proprietary trading;
(C) limitations on the scope of activities that covered entities may engage in with respect to proprietary trading;
(D) the advisability of additional capital requirements for covered entities that engage in proprietary trading;
(E) enhanced restrictions on transactions between affiliates related to proprietary trading;
(F) enhanced accounting disclosures relating to proprietary trading;
(G) enhanced public disclosure relating to proprietary trading; and
(H) any other options the Comptroller General deems appropriate.
(c) Report to Congress- Not later than 15 months after the date of enactment of this Act, the Comptroller General shall submit a report to Congress on the results of the study conducted under subsection (b).
(d) Access by Comptroller General- For purposes of conducting the study required under subsection (b), the Comptroller General shall have access, upon request, to any information, data, schedules, books, accounts, financial records, reports, files, electronic communications, or other papers, things, or property belonging to or in use by a covered entity that engages in proprietary trading, and to the officers, directors, employees, independent public accountants, financial advisors, staff, and agents and representatives of a covered entity (as related to the activities of the agent or representative on behalf of the covered entity), at such reasonable times as the Comptroller General may request. The Comptroller General may make and retain copies of books, records, accounts, and other records, as the Comptroller General deems appropriate.
(e) Confidentiality of Reports- 
(1) IN GENERAL- Except as provided in paragraph (2), the Comptroller General may not disclose information regarding--
(A) any proprietary trading activity of a covered entity, unless such information is disclosed at a level of generality that does not reveal the investment or trading position or strategy of the covered entity for any specific security, commodity, derivative, or other investment or financial product; or
(B) any individual interviewed by the Comptroller General for purposes of the study under subsection (b), unless such information is disclosed at a level of generality that does not reveal--
(i) the name of or identifying details relating to such individual; or
(ii) in the case of an individual who is an employee of a third party that provides professional services to a covered entity believed to be engaged in proprietary trading, the name of or any identifying details relating to such third party.
(2) EXCEPTIONS- The Comptroller General may disclose the information described in paragraph (1)--
(A) to a department, agency, or official of the Federal Government, for official use, upon request;
(B) to a committee of Congress, upon request; and
(C) to a court, upon an order of such court.
SEC. 989A. SENIOR INVESTOR PROTECTIONS.
(a) Definitions- As used in this section--
(1) the term `eligible entity' means--
(A) a securities commission (or any agency or office performing like functions) of a State that the Office determines has adopted rules on the appropriate use of designations in the offer or sale of securities or investment advice that meet or exceed the minimum requirements of the NASAA Model Rule on the Use of Senior-Specific Certifications and Professional Designations (or any successor thereto);
(B) the insurance commission (or any agency or office performing like functions) of any State that the Office determines has--
(i) adopted rules on the appropriate use of designations in the sale of insurance products that, to the extent practicable, conform to the minimum requirements of the National Association of Insurance Commissioners Model Regulation on the Use of Senior-Specific Certifications and Professional Designations in the Sale of Life Insurance and Annuities (or any successor thereto); and
(ii) adopted rules with respect to fiduciary or suitability requirements in the sale of annuities that meet or exceed the minimum requirements established by the Suitability in Annuity Transactions Model Regulation of the National Association of Insurance Commissioners (or any successor thereto); or
(C) a consumer protection agency of any State, if--
(i) the securities commission (or any agency or office performing like functions) of the State is eligible under subparagraph (A); or
(ii) the insurance commission (or any agency or office performing like functions) of the State is eligible under subparagraph (B);
(2) the term `financial product' means a security, an insurance product (including an insurance product that pays a return, whether fixed or variable), a bank product, and a loan product;
(3) the term `misleading designation'--
(A) means a certification, professional designation, or other purported credential that indicates or implies that a salesperson or adviser has special certification or training in advising or servicing seniors; and
(B) does not include a certification, professional designation, license, or other credential that--
(i) was issued by or obtained from an academic institution having regional accreditation;
(ii) meets the standards for certifications, licenses, and professional designations outlined by the NASAA Model Rule on the Use of Senior-Specific Certifications and Professional Designations in the Sale of Life Insurance and Annuities, adopted by the National Association of Insurance Commissioners (or any successor thereto); or
(iii) was issued by or obtained from a State;
(4) the term `misleading or fraudulent marketing' means the use of a misleading designation by a person that sells to or advises a senior in connection with the sale of a financial product;
(5) the term `NASAA' means the North American Securities Administrators Association;
(6) the term `Office' means the Office of Financial Literacy of the Bureau; and
(7) the term `senior' means any individual who has attained the age of 62 years or older.
(b) Grants to States for Enhanced Protection of Seniors From Being Misled by False Designations- The Office shall establish a program under which the Office may make grants to States or eligible entities--
(1) to hire staff to identify, investigate, and prosecute (through civil, administrative, or criminal enforcement actions) cases involving misleading or fraudulent marketing;
(2) to fund technology, equipment, and training for regulators, prosecutors, and law enforcement officers, in order to identify salespersons and advisers who target seniors through the use of misleading designations;
(3) to fund technology, equipment, and training for prosecutors to increase the successful prosecution of salespersons and advisers who target seniors with the use of misleading designations;
(4) to provide educational materials and training to regulators on the appropriateness of the use of designations by salespersons and advisers in connection with the sale and marketing of financial products;
(5) to provide educational materials and training to seniors to increase awareness and understanding of misleading or fraudulent marketing;
(6) to develop comprehensive plans to combat misleading or fraudulent marketing of financial products to seniors; and
(7) to enhance provisions of State law to provide protection for seniors against misleading or fraudulent marketing.
(c) Applications- A State or eligible entity desiring a grant under this section shall submit an application to the Office, in such form and in such a manner as the Office may determine, that includes--
(1) a proposal for activities to protect seniors from misleading or fraudulent marketing that are proposed to be funded using a grant under this section, including--
(A) an identification of the scope of the problem of misleading or fraudulent marketing in the State;
(B) a description of how the proposed activities would--
(i) protect seniors from misleading or fraudulent marketing in the sale of financial products, including by proactively identifying victims of misleading and fraudulent marketing who are seniors;
(ii) assist in the investigation and prosecution of those using misleading or fraudulent marketing; and
(iii) discourage and reduce cases of misleading or fraudulent marketing; and
(C) a description of how the proposed activities would be coordinated with other State efforts; and
(2) any other information, as the Office determines is appropriate.
(d) Performance Objectives and Reporting Requirements- The Office may establish such performance objectives and reporting requirements for States and eligible entities receiving a grant under this section as the Office determines are necessary to carry out and assess the effectiveness of the program under this section.
(e) Maximum Amount- The amount of a grant under this section may not exceed--
(1) $500,000 for each of 3 consecutive fiscal years, if the recipient is a State, or an eligible entity of a State, that has adopted rules--
(A) on the appropriate use of designations in the offer or sale of securities or investment advice that meet or exceed the minimum requirements of the NASAA Model Rule on the Use of Senior-Specific Certifications and Professional Designations (or any successor thereto);
(B) on the appropriate use of designations in the sale of insurance products that, to the extent practicable, conform to the minimum requirements of the National Association of Insurance Commissioners Model Regulation on the Use of Senior-Specific Certifications and Professional Designations in the Sale of Life Insurance and Annuities (or any successor thereto); and
(C) with respect to fiduciary or suitability requirements in the sale of annuities that meet or exceed the minimum requirements established by the Suitability in Annuity Transactions Model Regulation of the National Association of Insurance Commissioners (or any successor thereto); and
(2) $100,000 for each of 3 consecutive fiscal years, if the recipient is a State, or an eligible entity of a State, that has adopted--
(A) rules on the appropriate use of designations in the offer or sale of securities or investment advice that meet or exceed the minimum requirements of the NASAA Model Rule on the Use of Senior-Specific Certifications and Professional Designations (or any successor thereto); or
(B) rules--
(i) on the appropriate use of designations in the sale of insurance products that, to the extent practicable, conform to the minimum requirements of the National Association of Insurance Commissioners Model Regulation on the Use of Senior-Specific Certifications and Professional Designations in the Sale of Life Insurance and Annuities (or any successor thereto); and
(ii) with respect to fiduciary or suitability requirements in the sale of annuities that meet or exceed the minimum requirements established by the Suitability in Annuity Transactions Model Regulation of the National Association of Insurance Commissioners (or any successor thereto).
(f) Subgrants- A State or eligible entity that receives a grant under this section may make a subgrant, as the State or eligible entity determines is necessary to carry out the activities funded using a grant under this section.
(g) Reapplication- A State or eligible entity that receives a grant under this section may reapply for a grant under this section, notwithstanding the limitations on grant amounts under subsection (e).
(h) Authorization of Appropriations- There are authorized to be appropriated to carry out this section, $8,000,000 for each of fiscal years 2011 through 2015.
SEC. 989B. DESIGNATED FEDERAL ENTITY INSPECTORS GENERAL INDEPENDENCE.
Section 8G of the Inspector General Act of 1978 (5 U.S.C. App.) is amended--
(1) in subsection (a)(4)--
(A) in the matter preceding subparagraph (A), by inserting `the board or commission of the designated Federal entity, or in the event the designated Federal entity does not have a board or commission,' after `means';
(B) in subparagraph (A), by striking `and' after the semicolon; and
(C) by adding after subparagraph (B) the following:
`(C) with respect to the Federal Labor Relations Authority, such term means the members of the Authority (described under section 7104 of title 5, United States Code);
`(D) with respect to the National Archives and Records Administration, such term means the Archivist of the United States;
`(E) with respect to the National Credit Union Administration, such term means the National Credit Union Administration Board (described under section 102 of the Federal Credit Union Act (12 U.S.C. 1752a);
`(F) with respect to the National Endowment of the Arts, such term means the National Council on the Arts;
`(G) with respect to the National Endowment for the Humanities, such term means the National Council on the Humanities; and
`(H) with respect to the Peace Corps, such term means the Director of the Peace Corps;'; and
(2) in subsection (h), by inserting `if the designated Federal entity is not a board or commission, include' after `designated Federal entities and'.
SEC. 989C. STRENGTHENING INSPECTOR GENERAL ACCOUNTABILITY.
Section 5(a) of the Inspector General Act of 1978 (5 U.S.C. App.) is amended--
(1) in paragraph (12), by striking `and' after the semicolon;
(2) in paragraph (13), by striking the period and inserting a semicolon; and
(3) by adding at the end the following:
`(14)(A) an appendix containing the results of any peer review conducted by another Office of Inspector General during the reporting period; or
`(B) if no peer review was conducted within that reporting period, a statement identifying the date of the last peer review conducted by another Office of Inspector General;
`(15) a list of any outstanding recommendations from any peer review conducted by another Office of Inspector General that have not been fully implemented, including a statement describing the status of the implementation and why implementation is not complete; and
`(16) a list of any peer reviews conducted by the Inspector General of another Office of the Inspector General during the reporting period, including a list of any outstanding recommendations made from any previous peer review (including any peer review conducted before the reporting period) that remain outstanding or have not been fully implemented.'.
SEC. 989D. REMOVAL OF INSPECTORS GENERAL OF DESIGNATED FEDERAL ENTITIES.
Section 8G(e) of the Inspector General Act of 1978 (5 U.S.C. App.) is amended--
(1) by redesignating the sentences following `(e)' as paragraph (2); and
(2) by striking `(e)' and inserting the following:
`(e)(1) In the case of a designated Federal entity for which a board or commission is the head of the designated Federal entity, a removal under this subsection may only be made upon the written concurrence of a 2/3 majority of the board or commission.'.
SEC. 989E. ADDITIONAL OVERSIGHT OF FINANCIAL REGULATORY SYSTEM.
(a) Council of Inspectors General on Financial Oversight- 
(1) ESTABLISHMENT AND MEMBERSHIP- There is established a Council of Inspectors General on Financial Oversight (in this section referred to as the `Council of Inspectors General') chaired by the Inspector General of the Department of the Treasury and composed of the inspectors general of the following:
(A) The Board of Governors of the Federal Reserve System.
(B) The Commodity Futures Trading Commission.
(C) The Department of Housing and Urban Development.
(D) The Department of the Treasury.
(E) The Federal Deposit Insurance Corporation.
(F) The Federal Housing Finance Agency.
(G) The National Credit Union Administration.
(H) The Securities and Exchange Commission.
(I) The Troubled Asset Relief Program (until the termination of the authority of the Special Inspector General for such program under section 121(k) of the Emergency Economic Stabilization Act of 2008 (12 U.S.C. 5231(k))).
(2) DUTIES- 
(A) MEETINGS- The Council of Inspectors General shall meet not less than once each quarter, or more frequently if the chair considers it appropriate, to facilitate the sharing of information among inspectors general and to discuss the ongoing work of each inspector general who is a member of the Council of Inspectors General, with a focus on concerns that may apply to the broader financial sector and ways to improve financial oversight.
(B) ANNUAL REPORT- Each year the Council of Inspectors General shall submit to the Council and to Congress a report including--
(i) for each inspector general who is a member of the Council of Inspectors General, a section within the exclusive editorial control of such inspector general that highlights the concerns and recommendations of such inspector general in such inspector general's ongoing and completed work, with a focus on issues that may apply to the broader financial sector; and
(ii) a summary of the general observations of the Council of Inspectors General based on the views expressed by each inspector general as required by clause (i), with a focus on measures that should be taken to improve financial oversight.
(3) WORKING GROUPS TO EVALUATE COUNCIL- 
(A) CONVENING A WORKING GROUP- The Council of Inspectors General may, by majority vote, convene a Council of Inspectors General Working Group to evaluate the effectiveness and internal operations of the Council.
(B) PERSONNEL AND RESOURCES- The inspectors general who are members of the Council of Inspectors General may detail staff and resources to a Council of Inspectors General Working Group established under this paragraph to enable it to carry out its duties.
(C) REPORTS- A Council of Inspectors General Working Group established under this paragraph shall submit regular reports to the Council and to Congress on its evaluations pursuant to this paragraph.
(b) Response to Report by Council- The Council shall respond to the concerns raised in the report of the Council of Inspectors General under subsection (a)(2)(B) for such year.
Subtitle J--Self-funding of the Securities and Exchange Commission
SEC. 991. SECURITIES AND EXCHANGE COMMISSION SELF-FUNDING.
(a) Self-funding Authority- Section 4 of the Securities Exchange Act of 1934 (15 U.S.C. 78d) is amended--
(1) in subsection (c), in the second sentence, by striking `credited to the appropriated funds of the Commission' and inserting `deposited in the account described in subsection (i)(4)';
(2) in subsection (f), in the second sentence, by striking `considered a reimbursement to the appropriated funds of the Commission' and inserting `deposited in the account described in subsection (i)(4)'; and
(3) by adding at the end the following:
`(i) Funding of the Commission- 
`(1) BUDGET- For each fiscal year, the Chairman of the Commission shall prepare and submit to Congress a budget to Congress. Such budget shall be submitted at the same time the President submits a budget of the United States to Congress for such fiscal year. The budget submitted by the Chairman of the Commission pursuant to this paragraph shall not be considered a request for appropriations.
`(2) TREASURY PAYMENT- 
`(A) On the first day of each fiscal year, the Treasury shall pay into the account described in paragraph (4) an amount equal to the budget submitted by the Chairman of the Commission pursuant to paragraph (1) for such fiscal year.
`(B) At or prior to the end of each fiscal year, the Commission shall pay to the Treasury from fees and assessments deposited in the account described in paragraph (4) an amount equal to the amount paid by the Treasury pursuant to subparagraph (A) for such fiscal year, unless there are not sufficient fees and assessments deposited in such account at or prior to the end of the fiscal year to make such payment, in which case the Commission shall make such payment in a subsequent fiscal year.
`(3) OBLIGATIONS AND EXPENSES- 
`(A) IN GENERAL- The Commission shall determine and prescribe the manner in which--
`(i) the obligations of the Commission shall be incurred; and
`(ii) the disbursements and expenses of the Commission allowed and paid.
`(B) INSUFFICIENT FUNDS- If, in the course of any fiscal year, the Chairman of the Commission determines that, due to unforeseen circumstances, the obligations of the Commission will exceed those provided for in the budget submitted under paragraph (1), the Chairman of the Commission may notify Congress of the amount and expected uses of the additional obligations.
`(C) AUTHORITY TO INCUR EXCESS OBLIGATIONS- The Commission may incur obligations in excess of the budget submitted under paragraph (1) from amounts available in the account described in paragraph (4).
`(D) RULE OF CONSTRUCTION- Any notification to Congress under this paragraph shall not be considered a request for appropriations.
`(4) ACCOUNT- 
`(A) ESTABLISHMENT- Fees and assessments collected under this title, section 6(b) of the Securities Act of 1933 (15 U.S.C. 77f(b)), and section 24(f) of the Investment Company Act of 1940 (15 U.S.C. 80a-24(f)) and payments made by the Treasury pursuant to paragraph (2)(A) for any fiscal year shall be deposited into an account established at any regular Government depositary or any State or national bank.
`(B) RULE OF CONSTRUCTION- Any amounts deposited into the account established under subparagraph (A) shall not be construed to be Government funds or appropriated monies.
`(C) NO APPORTIONMENT- Any amounts deposited into the account established under subparagraph (A) shall not be subject to apportionment for the purpose of chapter 15 of title 31, United States Code, or under any other authority.
`(5) USE OF ACCOUNT FUNDS- 
`(A) PERMISSIBLE USES- Amounts available in the account described in paragraph (4) may be withdrawn by the Commission and used for the purposes described in paragraphs (2) and (3).
`(B) IMPERMISSIBLE USE- Except as provided in paragraph (6), no amounts available in the account described in paragraph (4) shall be deposited and credited as general revenue of the Treasury.
`(6) EXCESS FUNDS- If, at the end of any fiscal year and after all payments have been made to the Treasury pursuant to paragraph (2)(B) for such fiscal year and all prior fiscal years, the balance of the account described in paragraph (4) exceeds 25 percent of the budget of the Commission for the following fiscal year, the amount by which the balance exceeds 25 percent of such budget shall be credited as general revenue of the Treasury.'.
(b) Conforming Amendments to Transaction Fee Provisions- Section 31 of the Securities Exchange Act of 1934 (15 U.S.C. 78ee) is amended--
(1) by amending subsection (a) to read as follows:
`(a) Recovery of Costs and Expenses- 
`(1) IN GENERAL- The Commission shall, in accordance with this section, collect transaction fees and assessments that are designed--
`(A) to recover the reasonable costs and expenses of the Commission, as set forth in the annual budget of the Commission; and
`(B) to provide funds necessary to maintain a reserve.
`(2) OVERPAYMENTS- The authority to collect transaction fees and assessments in accordance with this section shall include the authority to offset from such collection any overpayment of transaction fees or assessments, regardless of the fiscal year in which such overpayment is made.';
(2) in subsection (e)(2), by striking `September 30' and inserting `September 25';
(3) in subsection (g), by striking `April 30' and inserting `August 31';
(4) by amending subsection (i) to read as follows:
`(i) Fee Collections- Fees and assessments collected pursuant to this section shall be deposited and credited in accordance with section 4(g) of this title.';
(5) by amending subsection (j) to read as follows:
`(j) Adjustments to Transaction Fee Rates- 
`(1) ANNUAL ADJUSTMENT- For each fiscal year, the Commission shall by order adjust each of the rates applicable under subsections (b) and (c) for such fiscal year to a uniform adjusted rate that, when applied to the baseline estimate of the aggregate dollar amount of sales for such fiscal year, is reasonably likely to produce aggregate fee collections under this section (including assessments collected under subsection (d)) that are equal to the budget of the Commission for such fiscal year, plus amounts necessary to maintain a reserve.
`(2) MID-YEAR ADJUSTMENT- For each fiscal year, the Commission shall determine, by March 1 of such fiscal year, whether, based on the actual aggregate dollar volume of sales during the first 4 months of such fiscal year, the baseline estimate of the aggregate dollar volume of sales used under paragraph (1) for such fiscal year is reasonably likely to be 10 percent (or more) greater or less than the actual aggregate dollar volume of sales for such fiscal year. If the Commission so determines, the Commission shall by order, not later than March 1, adjust each of the rates applicable under subsections (b) and (c) for such fiscal year to a uniform adjusted rate that, when applied to the revised estimate of the aggregate dollar amount of sales for the remainder of such fiscal year, is reasonably likely to produce aggregate fee collections under this section (including fees estimated to be collected under subsections (b) and (c) during such fiscal year prior to the effective date of the new uniform adjusted rate and assessments collected under subsection (d)) that are equal to the budget of the Commission for such fiscal year, plus amounts necessary to maintain a reserve. In making such revised estimate, the Commission shall, after consultation with the Congressional Budget Office and the Office of Management and Budget, use the same methodology required by paragraph (4).
`(3) REVIEW AND EFFECTIVE DATE- In exercising its authority under this subsection, the Commission shall not be required to comply with the provisions of section 553 of title 5 United States Code. An adjusted rate prescribed under paragraph (1) or (2) and published under subsection (g) shall not be subject to judicial review. An adjusted rate prescribed under paragraph (1) shall take effect on the first day of the fiscal year to which such rate applies. An adjusted rate prescribed under paragraph (2) shall take effect on April 1 of the fiscal year to which such rate applies.
`(4) BASELINE ESTIMATE OF THE AGGREGATE DOLLAR AMOUNT OF SALES- For purposes of this subsection, the baseline estimate of the aggregate dollar amount of sales for any fiscal year is the baseline estimate of the aggregate dollar amount of sales of securities (other than bonds, debentures, other evidences of indebtedness, security futures products, and options on securities indexes excluding a narrow-based security index) to be transacted on each national securities exchange and by or through any member of each national securities association (otherwise than on a national securities exchange) during such fiscal year as determined by the Commission, after consultation with the Congressional Budget Office and the Office of Management and Budget, using the methodology required for making projections pursuant to section 907 of title 2.'; and
(6) by striking subsections (k) and (l).
(c) Conforming Amendments to Registration Fee Provisions- 
(1) SECTION 6(B) OF THE SECURITIES ACT OF 1933- Section 6(b) of the Securities Act of 1933 (15 U.S.C. 77f(b)) is amended--
(A) by striking `offsetting' each place that term appears and inserting `fee';
(B) in paragraph (3), in the paragraph heading, by striking `OFFSETTING' and inserting `FEE';
(C) in paragraph (11)(A), in the subparagraph heading, by striking `OFFSETTING' and inserting `FEE';
(D) by striking paragraphs (1), (3), (4), (6), (8), and (9);
(E) by redesignating paragraph (2) as paragraph (1);
(F) in paragraph (1), as so redesignated, by striking `(5) or (6)' and inserting `(3)';
(G) by inserting after paragraph (1), as so redesignated, the following:
`(2) FEE COLLECTIONS- Fees collected pursuant to this subsection shall be deposited and credited in accordance with section 4(i) of the Securities Exchange Act of 1934.';
(H) by redesignating paragraph (5) as paragraph (3);
(I) in paragraph (3), as redesignated--
(i) by striking `of the fiscal years 2003 through 2011' and inserting `fiscal year'; and
(ii) by striking `paragraph (2)' and inserting `paragraph (1)';
(J) by redesignating paragraph (7) as paragraph (4);
(K) by inserting after paragraph (4), as so redesignated, the following:
`(5) REVIEW AND EFFECTIVE DATE- In exercising its authority under this subsection, the Commission shall not be required to comply with the provisions of section 553 of title 5, United States Code. An adjusted rate prescribed under paragraph (3) and published under paragraph (6) shall not be subject to judicial review. An adjusted rate prescribed under paragraph (3) shall take effect on the first day of the fiscal year to which such rate applies.';
(L) by redesignating paragraphs (10) and (11), as paragraphs (6) and (7);
(M) in paragraph (6), as redesignated, by striking `April 30' and inserting `August 31'; and
(N) in paragraph (7), as redesignated--
(i) by striking `of the fiscal years 2002 through 2011' and inserting `fiscal year'; and
(ii) by inserting at the end of the table in subparagraph (A) the following:
-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

2012 and each succeeding fiscal year An amount that is equal to the target fee collection amount for the prior fiscal year adjusted by the rate of inflation. 

-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

(2) SECTION 13(E) OF THE SECURITIES EXCHANGE ACT OF 1934- Section 13(e) of the Securities Exchange Act of 1934 (15 U.S.C. 78m(e)) is amended--
(A) by striking `offsetting' each place that term appears and inserting `fee';
(B) in paragraph (3) by striking `paragraphs (5) and (6)' and inserting `paragraph (5)';
(C) by amending paragraph (4) to read as follows:
`(4) FEE COLLECTIONS- Fees collected pursuant to this subsection shall be deposited and credited in accordance with section 4(g) of this title.';
(D) in paragraph (5), by striking `of the fiscal years 2003 through 2011' and inserting `fiscal year';
(E) by striking paragraphs (6), (7), and (8);
(F) by redesignating paragraph (7) as paragraph (6);
(G) by inserting after paragraph (6), as so redesignated, the following:
`(7) REVIEW AND EFFECTIVE DATE- In exercising its authority under this subsection, the Commission shall not be required to comply with the provisions of section 553 of title 5. An adjusted rate prescribed under paragraph (5) and published under paragraph (8) shall not be subject to judicial review. An adjusted rate prescribed under paragraph (5) shall take effect on the first day of the fiscal year to which such rate applies.';
(H) by striking paragraph (9);
(I) by redesignating paragraph (10) as paragraph (8); and
(J) in paragraph (8), as so redesignated, by striking `6(b)(10)' and inserting `6(b)(6)'.
(3) SECTION 14 OF THE SECURITIES EXCHANGE ACT OF 1934- Section 14(g) of the Securities Exchange Act of 1934 (15 U.S.C. 78n(g)) is amended--
(A) by striking the word `offsetting' each time that it appears and inserting in its place the word `fee';
(B) in paragraph (1)(A), by striking `paragraphs (5) and (6)' each time it appears and inserting `paragraph (5)';
(C) in paragraph (3), by striking `paragraphs (5) and (6)' and inserting `paragraph (5)';
(D) by amending paragraph (4) to read as follows:
`(4) FEE COLLECTIONS- Fees collected pursuant to this subsection shall be deposited and credited in accordance with section 4(g) of this title.';
(E) in paragraph (5), by striking `of the fiscal years 2003 through 2011' and inserting `fiscal year';
(F) by striking paragraphs (6), (8), and (9);
(G) by redesignating paragraph (7) as paragraph (6);
(H) by inserting after paragraph (6), as so redesignated, the following:
`(7) REVIEW AND EFFECTIVE DATE- In exercising its authority under this subsection, the Commission shall not be required to comply with the provisions of section 553 of title 5. An adjusted rate prescribed under paragraph (5) and published under paragraph (8) shall not be subject to judicial review. An adjusted rate prescribed under paragraph (5) shall take effect on the first day of the fiscal year to which such rate applies.';
(I) by redesignating paragraphs (10) and (11) as paragraphs (8) and (9), respectively; and
(J) in paragraph (9), as so redesignated, by striking `6(b)(10)' and inserting `6(b)(7)'.
(d) Repeal of Authorization of Appropriations- Section 35 of the Securities Exchange Act of 1934 (15 U.S.C. 78kk) is repealed.
(e) Effective Date and Transition Provisions- 
(1) IN GENERAL- Except as provided in paragraphs (2) and (3), the amendments made by this section shall be effective on the first day of the fiscal year following the fiscal year in which this Act is enacted.
(2) TRANSITION PERIOD- For the fiscal year following the fiscal year in which this Act is enacted, the budget of the Commission shall be deemed to be the budget submitted by the Chairman of the Commission to the President for such fiscal year in accordance with the provisions of section 1108 of title 31, United States Code.
(3) OTHER PROVISIONS- The amendments made by this section to subsections (g) and (j)(1) of section 31 of the Securities Exchange Act of 1934 (15 U.S.C. 78ee) shall be effective on the date of enactment of this Act, and shall require the Commission to make and publish an annual adjustment to the fee rates applicable under subsections (b) and (c) of section 31 of the Securities Exchange Act of 1934 (15 U.S.C. 78ee) for the fiscal year following the fiscal year in which this Act is enacted. The adjusted rate described in the preceding sentence shall supersede any previously published adjusted rate applicable under subsections (b) and (c) of section 31 of the Securities Exchange Act of 1934 for the fiscal year following the fiscal year in which this Act is enacted and shall take effect on the first day of the fiscal year following the fiscal year in which this Act is enacted, except that, if this Act is enacted on or after August 31 and on or prior to September 30, the adjusted rate described in the first sentence shall be published not later than 15 days after the date of enactment of this Act and take effect 30 days thereafter, and the Commission shall continue to collect fees under subsections (b) and (c) of section 31 of the Securities Exchange Act of 1934 at the rate in effect during the preceding fiscal year until the adjusted rate is effective.
