Via Hand Delivery
January 11, 2017
The Honorable Paul D. Ryan
United States House of Representatives
Washington, DC 20515
The Honorable Nancy Pelosi
United States House of Representatives
Washington, DC 20515
Dear Mr. Speaker and Minority Leader Pelosi:
I am writing on behalf of the Council of Institutional Investors (CII). CII is a nonprofit,
nonpartisan association of public, corporate and union employee benefit funds, and other
employee benefit plans, foundations and endowments with combined assets under management
exceeding $3 trillion. Our member funds include major long-term shareowners with a duty to
protect the retirement savings of millions of workers and their families. Our associate members
include a range of asset managers with more than $20 trillion in assets under management. 1
The purpose of this letter is to express our opposition to H.R. 78, 2 which we understand is likely
to be considered on the floor of the U.S. House of Representatives (House). 3
As an association of long-term shareowners interested in maximizing long-term share value, CII
believes it is “vital to avoid unnecessary regulatory costs.” 4 However, it is not clear to us how
the provisions of H.R. 78 would improve the cost-effectiveness of the U.S. Securities and
Exchange Commission’s (SEC or Commission) existing thorough rulemaking process or
somehow benefit long-term investors, the capital markets or the overall economy. 5
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SEC’s Existing Economic Analysis is Extensive
The Commission’s rulemaking process is already governed by a number of legal requirements,
including those under the federal securities laws, the Administrative Procedure Act, the
Paperwork Reduction Act of 1980, the Small Business Regulatory Enforcement Fairness Act of
1996 and the Regulatory Flexibility Act. 6 Moreover, under the federal securities laws, the SEC is
generally required to consider whether its rulemakings are in the public interest and will protect
investors and promote efficiency, competition and capital formation. 7
Since the 1980s, the Commission has conducted, to the extent possible, an analysis of the costs
and benefits of its proposed rules. 8 The SEC has further enhanced the economic analysis of its
rulemaking process in recent years. 9 That process is far more extensive than that of any other
federal financial regulator. 10
H.R. 78 Would Unnecessarily Impede the SEC from Protecting Investors
The provisions of H.R. 78 create a false and misleading expectation that the SEC can reasonably
measure, combine and compare the balance of all costs and benefits of its proposals consistent
with its mandate to protect investors. As explained by Professor Craig M. Lewis, former chief
economist and director of the SEC’s Division of Economic and Risk Analysis: “[W]ith regard to
investor protection, the Commission is often unable to reasonably quantify the related benefits or
costs.” 11
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H.R. 78, if adopted, would impose upon the SEC a costly, time consuming and incomplete
analysis in which the Commission would be hard pressed to determine that the benefits of a
proposal or rule “justify the costs of the regulation.” 12 As a result, we believe the provisions of
H.R. 78 would unnecessarily impede the ability of the SEC to issue proposals in furtherance of
its mission to protect investors 13—the element of its mission that, in our view, is most critical to
maintaining and enhancing a fair and efficient capital market system consistent with economic
growth.
H.R. 78 Should Be Subject to a Public Hearing
Finally, as indicated, it is not clear to us how the provisions of H.R. 78 would improve the costeffectiveness of SEC rulemaking or benefit long-term investors, the capital markets or the overall
economy. Moreover, we believe it is unlikely that the House could demonstrate that the benefits
to investors of H.R. 78 justify the costs of implementing the bill. In that regard, perhaps before
the House votes on H.R. 78, the committee of jurisdiction; the House Committee on Financial
Services (including its fourteen new members) should conduct a public hearing on the bill. The
hearing might include testimony from the SEC, investors, and other knowledgeable market
participants about, among other issues, the potential costs and benefits of the proposed
legislation.
We would respectfully request that you oppose the passage of H.R. 78.
****
Thank you for consideration of our views. If we can answer any questions or provide additional
information on this important matter, please do not hesitate to contact me at 202.822.0800 or
jeff@cii.org.
Sincerely,

Jeff Mahoney
General Counsel
cc:
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The Honorable Jeb Hensarling, Chairman, Committee on Financial Services
The Honorable Maxine Waters, Ranking Member, Committee on Financial Services

H.R. 78, § 2(e)(1)(b).
U.S. Securities and Exchange Commission, What We Do, http://www.sec.gov/about/whatwedo.shtml (last visited Jan. 9, 2017 ) (”The mission
of the U.S. Securities and Exchange Commission is to protect investors, maintain fair, orderly, and efficient markets, and facilitate capital
formation.”).
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