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(1) 

NOMINATIONS OF MATTHEW RHETT 
JEPPSON, OF FLORIDA, TO BE DIRECTOR 
OF THE U.S. MINT; LISA M. FAIRFAX, OF 
MARYLAND, TO BE A MEMBER OF THE SE-
CURITIES AND EXCHANGE COMMISSION; 
AND HESTER MARIA PEIRCE, OF OHIO, TO 
BE A MEMBER OF THE SECURITIES AND EX-
CHANGE COMMISSION 

TUESDAY, MARCH 15, 2016 

U.S. SENATE, 
COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS, 

Washington, DC. 
The Committee met at 10:03 a.m., in room SD–538, Dirksen Sen-

ate Office Building, Hon. Richard Shelby, Chairman of the Com-
mittee, presiding. 

OPENING STATEMENT OF CHAIRMAN RICHARD C. SHELBY 

Chairman SHELBY. The Committee will come to order. 
This morning, we will hear testimony on a nomination for the 

U.S. Mint and two nominations for the Securities and Exchange 
Commission. This panel of nominees, if confirmed, will have impor-
tant responsibilities for the manufacturing and distribution of our 
currency as well as for overseeing our Nation’s capital markets. 

The Committee will first hear from Mr. Matthew Rhett Jeppson, 
who is nominated to be Director of the United States Mint. He has 
served as the Principal Deputy Director of the Mint since January 
15, and before that was Acting Chief Operating Officer of the U.S. 
Small Business Administration. If confirmed, Mr. Jeppson would be 
responsible for overseeing the manufacturing and distribution of 
currency as well as collectible coins, national medals, and other 
precious metals. Mr. Jeppson, the Committee welcomes you this 
morning. 

Both Ms. Fairfax and Ms. Peirce are nominated to be members 
of the Securities and Exchange Commission. Ms. Fairfax is a Leroy 
Sorenson Merrifield Research Professor of Law at the George 
Washington University Law School. Since 2009, she has served on 
the Executive Board and is the Director for Programs for the 
George Washington Center for Law, Economics, and Finance. She 
has previously served as a visiting professor at the Georgetown 
University Law Center as well as various roles at the University 
of Maryland School of Law. Ms. Fairfax has also previously worked 
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at a Washington, DC, law firm. She is a graduate of Harvard Col-
lege and Harvard Law School. 

Ms. Peirce is a Senior Research Fellow at the Mercatus Center 
at George Mason University and the Director of the Mercatus Fi-
nancial Markets Working Group. Before joining Mercatus, Ms. 
Peirce served as Senior Counsel for securities issues on this Com-
mittee’s staff, and prior to that, she served at the SEC as a Staff 
Attorney and Counsel to Commissioner Paul Atkins. Before that, 
she had clerked for Judge Roger Andewelt on the Court of Federal 
Claims and was an associate at a Washington, DC, law firm. Ms. 
Peirce earned her B.A. in economics from Case Western Reserve 
University and her J.D. from Yale Law School. 

As SEC Commissioners, Ms. Fairfax and Ms. Peirce would be re-
sponsible for helping the SEC fulfill its mission of protecting inves-
tors, maintaining fair, orderly, and efficient markets, and facili-
tating capital formation. The Committee welcomes you both and 
looks forward to the nominees’ testimony. 

Before we get into that, I would like to comment on a few other 
things. 

The nominations update. Last week, the Committee voted to re-
port out favorably the nomination of Adam Szubin to be Under Sec-
retary of the Treasury for Terrorism and Financial Crimes. 

We currently have 16 nominations pending before the Com-
mittee. Of those 16 nominations, seven are privileged, which allows 
them expedited floor consideration upon Committee certification of 
the receipt of paperwork. Of those seven privileged nominations, 
the Committee has transmitted to the floor a certification of receipt 
of nomination information for four individuals, for nominations for 
Directors of the Securities Investor Protection Corporation, John 
Menendez and Leslie Bains, and for nominations for Members of 
the Board of Directors of the National Association of Registered 
Agents and Brokers, Raymond Farmer and Heather Steinmiller. 
Certifying the receipt of paperwork for privileged nominations ef-
fectively clears them for floor consideration. 

With respect to the other three privileged nominations before the 
Committee, we are awaiting a response from the Administration 
related to two additional nominees to the National Association of 
Registered Agents and Brokers and have not received the com-
pleted paperwork for a third nominee to this association. 

With respect to others pending before the Committee, I have 
scheduled a markup for April 7 for the nomination of J. Neal 
Lerner to be Inspector General of the Federal Deposit Insurance 
Corporation and Amias Gerety to be Assistant Secretary of the 
Treasury. I expect to add other nominations to this markup, as 
well, including those before us today. However, I have excluded 
them from the notice at the request of the Ranking Member at this 
time. 

Regarding the Fed nominations, as I have said before, I will not 
hold a hearing on the two nominations for members of the Federal 
Reserve Board of Governors until the President fulfills his duty 
under the law and nominates a Vice Chairman for Supervision. 
Section 1108 of the Dodd-Frank Act amends the Federal Reserve 
Act to establish this position, one of two Vice Chairmen, which is 
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responsible for overseeing the Fed’s supervisory and regulatory ac-
tivities. 

I would remind you, this is no small role, given the Fed’s unprec-
edented authority over our financial system granted in Dodd- 
Frank. Leaving the position vacant also deprives Congress of an 
important oversight tool, as the Vice Chairman for Supervision is 
statutorily required to testify before this Committee twice a year. 
I believe this position should have been filled long ago. It has now 
been almost 6 years since the enactment of Dodd-Frank. The Presi-
dent should obey the law and hold the Federal Reserve accountable 
for its actions. 

Senator Brown. 

STATEMENT OF SENATOR SHERROD BROWN 

Senator BROWN. Thank you, Mr. Chairman, for holding today’s 
hearing. Congratulations to the three of you as this process begins 
to move forward. 

Government is only as good as the people who are entrusted with 
positions of leadership. I have been clear in my frustration with 
this Committee’s failure to act on the many nominees for whom we 
are responsible. We have received 19 nominations over the past 15 
months. We have acted in Committee on only 1 of those 19, and 
that one we did last Thursday. No other Senate committee failed 
to act on a nominee last year throughout calendar year 2015 except 
this one. 

While a lazy or an uninformed observer might chalk this up to 
partisan bickering or the sort of thing that happens all the time, 
that is not really the case. Do not take my word for it, as Casey 
Stengel liked to say, you could look it up. 

Posted on the Minority’s Web site, this chart are spreadsheets of 
the actions of the Committee and the Senate on nominees over the 
past 15 years. The lowest share of nominees reported by the Com-
mittee was 81 percent, in part because three nominees arrived in 
late December. That 81 percent was during my first Congress, my 
first 2 years on the Banking Committee, in 2007 and 2008. There 
was a Democratic majority on this Committee and in the Senate. 
There was a Republican President. Yet, we confirmed 81 percent. 
That number would have been higher if those three nominees had 
not arrived so late. Our record to date is 26 percent, and just a few 
weeks ago, it was zero. 

The lowest rate of confirmation of nominees during this period, 
from the 107th through the 114th Congresses, the lowest rate of 
confirmations was 80 percent. Confirmation means the Committee 
acts, the Senate acts. Our record on these 19 nominees is zero. 

We should make progress on all the nominees pending before the 
Committee, not just the nominees before us today, but those who 
have been in limbo for 200 or 400 or even 900 days. 

I know there are disagreements with President Obama’s policies. 
That is natural. But he was elected the Chief Executive of our 
country twice. In fact, in the last century, only four Americans 
have received a majority of the popular vote twice, Dwight Eisen-
hower, Franklin Roosevelt, Ronald Reagan, Barack Obama. Only 
four human beings in our country have gotten a majority of the 
vote for President of the United States twice. 
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President Obama has the right to put qualified people in execu-
tive positions to carry out his policies and to enforce the law. It 
would be a mistake to adopt a wholesale policy of holding staff hos-
tage for supporting the views of their boss. 

That said, Mr. Chairman, I am pleased to welcome today’s nomi-
nees. Mr. Matthew Rhett Jeppson has been nominated to be Direc-
tor of the Mint. Ms. Lisa Fairfax and Ms. Hester Peirce have been 
nominated to be members of the SEC. 

Our first nominee exemplifies public service. He has served our 
country since 1989 in active duty in the First Marine Division and 
then in the U.S. Marine Corps Reserves. Between 1995 and 1999 
and again from 2001 through 2012, Mr. Jeppson held leadership 
positions within unified combat commands, the Marine Corps, and 
U.S. military forces in Afghanistan. In 2012, Mr. Jeppson joined 
the Small Business Administration to focus on veterans business 
development and served as Acting COO, and last year he became 
Principal Deputy Director of the U.S. Mint. 

Eight years after the financial crisis, the importance of the SEC 
in monitoring financial markets, protecting investors, is only more 
obvious. We continue to learn that markets and large institutions 
are interconnected and increasingly complex. 

Ms. Peirce has spent much of her career in public service, first 
at the SEC, then working on this Committee’s Banking staff. At 
that time, Ms. Peirce saw the financial crisis unfold. I trust that 
experience will serve her well as the SEC finalizes Dodd-Frank 
rules and tackles the rest of its agenda, including Chair White’s 
initiatives on mutual funds and market structure. 

Ms. Fairfax brings an academic’s expertise combined with a rea-
soned perspective to address the complex issues facing SEC. Her 
scholarship on the duties and responsibilities of corporate boards 
will be a valuable point of view when considering enforcement 
issues and the best way to achieve accountability. 

In order to navigate an ever-changing financial market land-
scape, the SEC must work closely with other regulators here in the 
U.S. and abroad to make sure markets function well and that in-
vestors are protected. SEC Commissioners owe a duty to the public 
to achieve these goals. We need to ensure that SEC has the power 
and the resources to do that. 

Thank you, Mr. Chairman. 
Chairman SHELBY. Thank you, Senator Brown. 
Will all the nominees rise and raise your right hand. 
Do you swear or affirm that the testimony that you are about to 

give is the truth, the whole truth, and nothing but the truth, so 
help you God? 

Mr. JEPPSON. I do. 
Ms. FAIRFAX. I do. 
Ms. PEIRCE. I do. 
Chairman SHELBY. Do you agree to appear and testify before any 

duly constituted Committee of the Senate? 
Mr. JEPPSON. I do. 
Ms. FAIRFAX. I do. 
Ms. PEIRCE. I do. 
Chairman SHELBY. You may be seated. 
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All of your written testimony will be made part of the hearing 
record. 

Mr. Jeppson, we will start with you, and you sum up what you 
want to say. 

STATEMENT OF MATTHEW RHETT JEPPSON, OF FLORIDA, TO 
BE DIRECTOR OF THE U.S. MINT 

Mr. JEPPSON. Thank you, Mr. Chairman, Senator Brown, and 
Members of the Committee. I am honored to appear before you 
today. 

I would also like to thank the President for the trust he has 
placed in me by nominating me to serve as the 39th Director of the 
United States Mint. 

Since January 2015, I have had the honor of serving as the Prin-
cipal Deputy Director of one of our Nation’s oldest and most vener-
able public institutions. The Mint was established early on in the 
life of our republic; coining money is one of the powers the Con-
stitution explicitly grants to Congress. 

I would like to begin my remarks by sharing how my personal 
story led me to the Mint and describing what qualifies me to be-
come its next leader. Following that discussion, I will explain how 
the Mint is fulfilling its mission today and what we need to do to 
sustain the positive results we have produced for the American 
people. 

Throughout my career, I have served our Nation in a variety of 
capacities. Prior to the Mint, I was Associate Administrator for 
Veterans Business Development and later Chief Operating Officer 
at the United States Small Business Administration. In those roles, 
I am proud of the significant strides we made to aid Veterans seek-
ing to start small businesses. 

Earlier in my career, I served as Director of State Purchasing in 
my home State of Florida, where I oversaw the implementation of 
a new electronic procurement system that saved the State govern-
ment millions of dollars. 

Each of these professional experiences has shaped me in impor-
tant ways, but my greatest source of pride is my service in the 
United States Marine Corps. My career as a Marine, from those 
early days leading Marines in combat during Desert Storm, to my 
more recent service in Afghanistan and Europe, has given me the 
deepest admiration and respect for the Corps and its mission. 

In January of this year, I retired from the Marine Corps after 
nearly 28 years of combined Active and Reserve service. Serving 
our Nation as a Marine has profoundly influenced who I am. It has 
given me a distinct approach to leadership and management which 
I will bring to the Mint, if I am confirmed. 

David Rittenhouse, renowned American astronomer, inventor, 
clockmaker, and close friend of George Washington, was the first 
Director of the Mint. He held a deep appreciation for coin design 
as an artistic expression of our shared values. 

Other American leaders have also taken great pride in our work. 
President Theodore Roosevelt shared Rittenhouse’s belief that the 
way that we design our coins ought to reflect our shared heritage. 
He personally commissioned the redesign of American coinage in 
the early 20th century. 
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Mr. Chairman, the modern United States Mint is a lean, vibrant, 
and efficient organization. When I began my service at the Mint, 
one of the first things I set out to do was visit each of our facilities 
and visit with our employees. Their advice and ideas have helped 
me set priorities for the Mint. We must continue to invest in our 
people and enable them to have the skills they need to accomplish 
our mission and meet the coinage needs of the United States. 

In 2016, our mission is more important than ever. Cash remains 
the most common method consumers use for payment, comprising 
40 percent of transactions, according to a recent report by the Fed-
eral Reserve. 

In fiscal year 2015, we shipped more than 16 billion coins, an in-
crease of 24 percent from the previous year. Bullion coin sales were 
up more than 25 percent for fiscal year 2014, with American Eagle 
Silver Bullion Coin sales at their highest since the program started 
in 1986. Numismatic earnings were up more than 32 percent. 

Even as our production needs have increased considerably, we 
have controlled costs. Last year, general and administrative costs 
associated with circulating coin production were down 9 percent. 
The unit cost of the penny was the lowest since 2008, the nickel 
the lowest since 2009, and the dime and quarter were at their low-
est since 2006. Thanks to these strong financial results, we were 
able to transfer more than $550 million of seigniorage to the Treas-
ury General Fund, which can be used to reduce the cost of the in-
terest on the national debt. We also generated an additional $61 
million in numismatic and bullion earnings, which were trans-
ferred to the General Fund for operational use. 

Mr. Chairman, Members of the Committee, I believe the Mint re-
flects the very best of our Nation. Our motto, ‘‘Connecting America 
Through Coins’’, has real meaning. The design, themes, and sub-
jects depicted on our coinage represent our shared values, history, 
aspirations, and culture. 

If I am privileged to be confirmed by the Senate as the next Di-
rector of the U.S. Mint, I pledge to uphold the trust placed in me 
by you and the President. I appreciate this opportunity to speak 
with you today and look forward to your questions. 

Chairman SHELBY. Ms. Fairfax. 

STATEMENT OF LISA M. FAIRFAX, OF MARYLAND, TO BE A 
MEMBER OF THE SECURITIES AND EXCHANGE COMMISSION 

Ms. FAIRFAX. Chairman Shelby, Ranking Member Brown, and 
Members of the Committee, thank you so much for giving me the 
opportunity to speak with you today. It is an incredible honor and 
privilege to appear before you as one of the President’s nominees 
to be a Commissioner of the Securities and Exchange Commission. 

Before I begin my remarks, I would like to briefly introduce my 
family members who are here with me. I am grateful to be joined 
today by my husband, Roger Fairfax, my three daughters, Fatima, 
Regina, and Nadia, my mother, Elizabeth White, my mother-in- 
law, Charlene Fairfax, my brother-in-law, Justin Fairfax, and my 
sister-in-law, Jennifer Fairfax. I have a large extended family. 

[Laughter.] 
Ms. FAIRFAX. And I want to thank all of them, as well as all of 

my friends, for their incredible and continued support. 
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I also would like to congratulate Hester Peirce, who like me is 
here today as a nominee to serve on the Commission. 

I sit before you today because I believe deeply in the importance 
of robust and healthy securities markets. I also believe deeply in 
the SEC’s three-part mission to protect investors, maintain fair, or-
derly, and efficient markets, and facilitate capital formation. I am 
honored and humbled by the prospect of potentially serving the Na-
tion and its investors alongside the Chair, the other Commis-
sioners, and the many staff members who work tirelessly to sup-
port the vital work of the SEC. 

As a law professor, over the last 15 years, I have had the privi-
lege of teaching corporations and securities law to the next genera-
tion of practitioners, judges, and regulators, so that they can un-
derstand the increasingly complex world in which companies must 
operate, markets must perform, and regulators must monitor. 

My teaching, along with my research and writing in these areas, 
have given me a deep understanding of the issues confronting the 
SEC, as well as a strong desire to help tackle those issues head- 
on. My research and work with organizations such as the American 
Bar Association and FINRA have taught me the importance of en-
gaging a variety of different, diverse perspectives when seeking to 
develop solutions to complex problems. I look forward to such en-
gagement if I am fortunate enough to be confirmed. 

Importantly, I believe that the SEC’s three-part mission is more 
than a statement. It is a set of guiding principles that should shape 
every aspect of the agency’s activities. It is also a set of principles 
that must work together. 

I believe the SEC’s work must be aimed at ensuring that inves-
tors are protected at all times and that investors have confidence 
in the markets and the financial system. The SEC also has a re-
sponsibility to facilitate access to needed capital for all participants 
in the market, from the corporation and small business owner in 
need of cash and credit, to the individual investing to support a 
family, finance a child’s education, or ensure a comfortable retire-
ment. And all of these participants need assurances that their cap-
ital is safe and secure, which is why the SEC has a responsibility 
to maintain markets that are orderly, efficient, and fair. Everyone 
needs to play by the same rules and there must be strong repercus-
sions for those who break them. 

Thank you again for the opportunity to appear before you. If I 
am confirmed, I will work tirelessly to maintain the confidence that 
the President, this Committee, and the Senate will have shown in 
me. I look forward to answering any questions you may have. 

Chairman SHELBY. Ms. Peirce. 

STATEMENT OF HESTER MARIA PEIRCE, OF OHIO, TO BE A 
MEMBER OF THE SECURITIES AND EXCHANGE COMMISSION 

Ms. PEIRCE. Chairman Shelby, Ranking Member Brown, and 
Members of the Committee, thank you for the opportunity to be 
here today as one of President Obama’s nominees for the SEC. It 
is a particular privilege to be here and to be considered along with 
Professor Fairfax. 

My desire to serve at the SEC stems from a belief that the cap-
ital markets unlock people’s potential. Investors are able to build 
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their retirement nest eggs, their downpayments, and their chil-
dren’s education funds through the capital markets. And vibrant 
capital markets are able to find and fund individuals and compa-
nies with ideas that can enrich our communities, that can enhance 
our Nation’s prosperity. 

This belief in the value of the capital markets stems from lessons 
learned at the Peirce family dinner table, in classrooms at Case 
Western Reserve and Yale, and then from colleagues and mentors 
throughout my career. In securities law, I found a way to combine 
my undergraduate degree in economics, my law degree, and my 
childhood hobby of plotting stock prices. 

When I began at the SEC, I was a Staff Attorney in the Division 
of Investment Management, where my job was to write rules for 
mutual funds and investment advisers. After that, I served on the 
staff of Commissioner Paul Atkins. And then, after my 8 years at 
the SEC, I had the honor of serving on the staff of this Committee 
for then-Ranking Member Shelby. In all of these positions, I 
learned the important role that strong, carefully crafted, and well 
enforced rules play in maintaining vital capital markets and in pro-
tecting investors. 

At the Mercatus Center, I am surrounded by colleagues who are 
committed to effective regulation and to sound regulatory process. 
I have learned much from their careful scholarship. And I have 
also learned much from my colleagues on the Investor Advisory 
Committee at the SEC, where we work to educate, empower, and 
protect investors. I would welcome the opportunity to apply all of 
these lessons at the SEC to protect investors, to uphold the integ-
rity of our financial markets, and to facilitate innovation in eco-
nomic growth. 

Thank you for the honor of appearing before you today and I look 
forward to answering any questions. 

Chairman SHELBY. I will direct this question to both nominees 
to the SEC. The U.S. capital markets are the envy of the world, 
and to maintain this standing, I believe that regulators should do 
everything they can to ease the regulatory burdens on American 
businesses while ensuring investor protection. As part of this, regu-
lators and Congress, I believe, should review rules and regulations 
in order to understand their effect on the markets and the economy 
and to streamline them appropriately. 

In your opinion, how important is economic analysis as part of 
rulemaking, and second, do you agree that regulators should do 
retrospective reviews of rulemakings? What areas of security laws 
would benefit from such reviews? 

Ms. Peirce, we will start with you, go right to left. 
Ms. PEIRCE. I certainly believe that economic analysis is a very 

important tool in the toolbox of regulators. It is a way for them to 
identify a problem that they are trying to fix and then to look at 
alternative solutions to those problems to try to figure out which 
solution will be the most effective for each problem. And then to 
anticipate what the unintended consequences might be of the par-
ticular solution. 

It is also important to set out, when you adopt a regulation, to 
set out metrics to measure whether or not the regulation is suc-
cessful in achieving those objectives, and that gets to your point 
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about retrospective review, which I think is tremendously impor-
tant. You always want to go back and look and see whether the 
rules are working as intended. 

I think one area where that is particularly called for at the mo-
ment is in equity market structure, where we have built up rules 
over many years, and I think a lot of folks are looking and saying, 
how well are the rules working, and that is an area I would like 
to be involved in if I were confirmed. 

Chairman SHELBY. Ms. Fairfax. 
Ms. FAIRFAX. Thank you so much for your question. I, too, think 

that economic analysis is very important. I think it is important be-
cause in the context of rulemaking, we need to make sure that we 
understand the costs and benefits of rules that are being created, 
and economic analysis is one of those tools, as well as many others, 
that should be utilized to make sure that everyone is properly 
thinking through the process and impact of the rules that are being 
created. 

With regard to retrospective review, I think, absolutely, that it 
is important, as well. I think it is very important to think about 
the cost and benefit, but, obviously, you are regulating in the face 
of uncertainty and things change in the regulatory environment, 
which means that sometimes you will have unintended con-
sequences of rules. Sometimes, you will have metrics and goals 
that you set and then you will realize as you move through the reg-
ulatory process, and certainly as the rules get implemented, that 
what you thought would occur does not, in fact occur. Since the 
purpose is to try to get things right, and I think looking back and 
understanding whether or not you got things right is very much 
important. 

Chairman SHELBY. In the area of enforcement, I believe enforc-
ing the law is important to maintain confidence in our markets and 
to deter misconduct. And while the SEC does not have criminal au-
thority, it does have civil enforcement authority, which is a power-
ful tool. 

To both of you, can you describe your views on the SEC’s enforce-
ment program as well as your views on bringing actions against in-
dividuals and not just regulated entities, when appropriate. Ms. 
Peirce. 

Ms. PEIRCE. The SEC’s enforcement program is a key part of the 
SEC. Many companies are trying to do the right thing and the com-
pliance program’s purpose is to work with those companies to try 
to enable them to comply. But, there are some companies and some 
individuals that simply do not want to comply with the rules, and 
the enforcement program is necessary. We need strong, clear, swift 
enforcement, and the SEC is blessed to have a tremendous staff of 
enforcement attorneys who are very talented and very experienced. 
And, so, their role is to pursue wrongdoers, and I would welcome 
the opportunity to be part of that if I were confirmed. 

And, in terms of individuals versus corporations, I think, too, 
often, it is easier to charge a corporation rather than going after 
individuals who are responsible, and presumably, if a corporation 
has done something wrong, there are individuals who have been 
engaged in that wrongdoing. And, so, I do think that that is an 
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area where it is important to press forward even when it is difficult 
to charge individuals. 

Chairman SHELBY. Ms. Fairfax. 
Ms. FAIRFAX. Thank you. I absolutely believe that enforcement is 

a priority. It instills investor confidence, it ensures accountability, 
and it deters misconduct. I also believe that accountability, both 
with respect to individuals and with respect to corporations, is very 
important and the SEC needs to aggressively engage in enforce-
ment efforts. 

Chairman SHELBY. To both of you, prior to the nomination hear-
ing, were you asked, either of you, to support any policy, rule-
making, or initiative in exchange for support for your nomination? 

Ms. PEIRCE. The only pledge I made was, if I am confirmed, to 
aggressively fulfill the mission of the SEC, including investor pro-
tection. 

Chairman SHELBY. OK. Ms. Fairfax. 
Ms. FAIRFAX. Yes. I was not asked that question. Thank you. 
Chairman SHELBY. Mr. Jeppson, could you briefly elaborate on 

the U.S. public’s demand for coins, and with the advent of online 
and card payment technologies how the Mint’s production needs to 
have shifted and will continue to shift. In other words, what is the 
future of the Mint and coins in the U.S. 

Mr. JEPPSON. Mr. Chairman, thank you for the question. We 
have seen that since 2009, with the improving economy, the use of 
coins has increased. We have climbed back to historic levels. We 
have risen from about five billion coins in 2009 to production of the 
circulating line at about 16.1 billion coins last year. This is a three-
fold increase. Circulating coin production continues to be strong. 
The Federal Reserve forecast holds us flat at about 1 billion for 
the, really, next 12 months, and we believe that we will be within 
that 14 to 16 billion range for the circulating lines. Production con-
tinues to be strong. 

On the numismatic side, we saw a big decline in 2009. We have 
managed to gain back some of that demand. We have been able 
to—— 

Chairman SHELBY. Is that because of the economy tanking? 
Mr. JEPPSON. Yes, sir, I believe that in large part it was because 

of the economy. With collectable coins, disposable income plays a 
large role, so I believe that the economy was probably the single 
largest factor in the decline. We have managed to gain back some 
of that. 

But, we also have a demographic that is changing. So, we have 
instituted some outreach to try to broaden our appeal to a larger 
demographic of coin collectors and to make the Mint more acces-
sible. We have also moved more to online sales, which has become 
the preferred method for most of our coin collectors to purchase 
coins. 

Chairman SHELBY. Senator Brown. 
Senator BROWN. Thank you, Mr. Chairman. 
I want to begin by highlighting the important work that remains 

for the SEC to complete its Dodd-Frank Act rules. A number of 
rules still need to be finalized. Others have not yet been proposed. 

A question for both of you, start with you, Ms. Peirce. If con-
firmed, are you committed to finishing the rulemaking process 
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promptly and faithfully according to the law, regardless of your 
personal views? 

Ms. PEIRCE. Senator, I am committed to working with Chair 
White and the rest of the Commissioners to carry out the rest of 
the agenda given to us by Dodd-Frank. I will note that because the 
Chairman does set the agenda, the ability of an individual Com-
missioner to control the timeline is sometimes quite difficult. 

Senator BROWN. Ms. Fairfax. 
Ms. FAIRFAX. Yes, absolutely. I believe that completing the man-

date under Dodd-Frank is important, so I would be committed to 
making sure we try to get that done as quickly and as appro-
priately as possible. 

Senator BROWN. Thank you. 
Ms. Peirce, you in response to the Chairman’s question men-

tioned pursuing wrongdoing. I want to follow up on that. The SEC’s 
enforcement record shows a vast majority of cases are settled, and 
even in recent years, admissions of guilt are infrequent. To make 
matters worse, many settlements are with repeat offenders. How 
do you think settlements with admissions of guilt and meaningful 
punishments, especially for chronic offenders, can be achieved in 
enforcement cases? 

Ms. PEIRCE. I think that that is a very important issue, Senator, 
and I think that perhaps because it has become a tradition at the 
SEC to have settlements with neither admit nor deny, that is just 
what the expectation is from both sides. But, I do think that a set-
tlement sends a stronger message if there is an admission of 
wrongdoing. And, sometimes—it is more costly for the SEC to pur-
sue that because the respondent may say I will not do that and I 
want—you have to take me to court, either in-house court or a Dis-
trict Court. But, sometimes it is worth that price for the SEC to 
take that step. I think you mentioned repeat offenders, and I think 
that that is particularly a case where it may be worth taking the 
extra resources and applying them to get an admission of wrong-
doing. 

Senator BROWN. Ms. Fairfax, follow-up on enforcement issues. 
Experts say the tone at the top is important in guiding responsible 
corporate behavior. In your research, what elements of corporate 
governance promote better behavior and accountability? 

Ms. FAIRFAX. Thank you. That is a very good question. I think 
the tone at the top is extremely important. I think you need to 
have people who are able to listen to and understand a range of 
perspectives and who can work collectively to engage in problem 
solving. I do think you also need to have people with independence 
and objectivity, because that is important. You need to have exper-
tise, because that is also important, and people with a true commit-
ment, and understanding of a particular mission or a particular re-
sponsibility. 

Senator BROWN. Ms. Peirce, on Friday, the National Archive re-
leased documents from the Financial Crisis Inquiry Committee’s 
review of the causes of the financial crisis. The documents show 
lapses across the board, both at big banks and by the regulators, 
lapses in understanding risks. Previously, Alan Greenspan con-
ceded he made a mistake in thinking that banks could manage risk 
to protect their firms and shareholders, and he has commented 
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that incentive structures matter. Post-crisis regulations, in my 
opinion, including Dodd-Frank, have improved risk management 
and will create better incentive structures at financial firms. Do 
you think these improvements could have happened without a 
change in the law, in the new rules? 

Ms. PEIRCE. I think that the financial crisis showed all of us that 
a change in the financial regulatory structure was necessary. It is 
very important to set incentives properly. One of the concerns that 
I had leading up to the crisis was that the incentives coming from 
regulations were all wrong and they encouraged bad behavior by 
financial institutions, and the financial institutions, frankly, fol-
lowed right along and engaged in that bad behavior. 

And, so, changes were necessary. I do worry that some of the 
changes that we have put in place will not lead to more personal 
responsibility by people in the financial industry but will lead to 
outsourcing of risk management to regulators, and so I think we 
need to keep an eye on how the Dodd-Frank reforms are working. 
We need to ensure that they are working well, and if they are not, 
we need to make adjustments. But, certainly, strong and effective 
regulation can be helpful in directing behavior so that it is not 
harming people. 

Senator BROWN. Thank you. 
Mr. Jeppson, one question for you. You mentioned the immense 

aging workforce could create gaps in manpower and training to 
make it difficult to meet high demands. What are the skill gaps 
that you—the most significant skills gaps you anticipate in years 
ahead? What kind of tools are you going to use, recruitment chan-
nels will you use to address staffing and training challenges? 

Mr. JEPPSON. Yes, sir. As you highlighted, the Mint has an aging 
workforce, much like the rest of the Federal Government. More 
than 30 percent of our employee base is retirement eligible in the 
next 3 years, and they tend to stay for about 3 years after becom-
ing eligible for retirement. 

So, we have two tracks. First, we have begun a new training ini-
tiative that allows people to gain leadership and technical skills 
which will allow them to advance, and also a course which may en-
able an employee to cross-train into other areas. The Mint has a 
wide variety of skill sets, probably more so than any other agency, 
everything from our wage-grade employees as metal forming opera-
tors and die setters and heat treaters all the way to sculptors and 
engravers and accountants and designers. So, it is a very broad 
range, and it affects all of those positions. Training is a large com-
ponent of that, preparing our people for leadership roles. 

Also, we are going to do targeted outreach around our local Mints 
to recruit people and make people aware of the opportunities there. 
We will also focus on our time to hire, so that when we do find 
those talented people, we can actually get them in the door in a 
timely fashion. 

Senator BROWN. Thank you. Thank you, Mr. Chairman. 
Chairman SHELBY. Senator Heller. 
Senator HELLER. Mr. Chairman, thank you. I want to thank you 

and the Ranking Member for holding today’s hearing. 
I appreciate the comments that have been made so far, and con-

gratulations to all three and welcome your family here, also. 
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I will probably spend most of my time talking to the two nomi-
nees at the SEC. I have a tremendous amount of respect for you, 
Mr. Jeppson, but in this case, we only have a few minutes. 

So, I regulated the securities industry in Nevada for 12 years 
and also was a securities license. I go back to a comment that Ar-
thur Levitt said when he was Chair of the SEC under President 
Clinton. He quoted, an individual’s philosophic orientation has un-
fortunately become more important than their knowledge of securi-
ties law. And, there is some concern up there that people believe 
that qualified individuals with private sector experience and knowl-
edge of the securities law are being overlooked. And, this is not a 
reflection on yourself. I am just trying to get to a better under-
standing of both of your qualifications. I appreciate both of your 
comments. 

I guess the question I have for both of you is what has been your 
experience in practicing securities law in the past? Ms. Peirce, I 
will start with you. 

Ms. PEIRCE. After clerking after graduating from law school, I 
joined a law firm in D.C. that focused on—had other practice areas, 
but my focus was on securities law. And then I joined the SEC, 
where I worked for 8 years, and then was here on the Committee 
working on securities law issues, as well. And, my research now is 
broader than just securities, but it does include securities, as well. 

Senator HELLER. Have you ever had a securities license? 
Ms. PEIRCE. I have not. 
Senator HELLER. OK. 
Ms. FAIRFAX. Thank you for your question. When I graduated 

from law school, I worked at a large law firm and my focus area 
was in corporate and securities work. I did a wide range of cor-
porate and securities transactions, from public offerings to private 
placement, did what was back then something that not many peo-
ple were aware about, securitizations. I did work with respect to 
that, as well. 

After I came out of practice, I started teaching. I have been 
teaching for over 15 years in the corporate and securities area, and 
I will say that what teaching in that area has done for me is given 
me a real breadth and depth in terms of my understanding of the 
securities market. 

I did some work with FINRA, which in terms of licensing, gave 
me a real appreciation for licensing and self-regulatory organiza-
tions and the mission of FINRA and how that connects to the 
broader securities market. I have done work at the ABA. In connec-
tion with my work there, I have worked on rulemaking with regard 
to the Model Corporations Act. So I certainly understand, at least 
from that level, what rulemaking looks like, and what working 
with diverse perspectives and figuring out complex solutions looks 
like. So, I have had a wide variety of experiences in that area. 

Senator HELLER. Have you ever held a securities license? 
Ms. FAIRFAX. I have not. 
Senator HELLER. You have not. Do you have any specific exper-

tise in the equity markets? 
Ms. FAIRFAX. My research touches on the equity markets. I also 

have done teaching in that area and that is where my under-
standing of that market comes from. 
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Senator HELLER. Ms. Peirce, how about the fixed income market? 
Any specific expertise in that area? 

Ms. PEIRCE. I do not have specific expertise in fixed income, al-
though I recognize that it is very important. And, I will note that 
the SEC has many people who are very experienced, including peo-
ple who have been in industry, and if I were to be confirmed, my 
door would be open so that I could hear from people from all per-
spectives. I do think that one area the SEC needs to probably have 
more expertise in is fixed income. At least when I was there, there 
was not enough attention paid to that. 

Senator HELLER. OK. In the Chairman’s initial questioning, he 
asked about cost-benefit analysis. Can either one of you give me an 
existing regulation that you believe that the costs outweigh the 
benefits? 

Ms. PEIRCE. I would argue that many of the regulations coming 
out of Dodd-Frank raise questions about that. One that posed par-
ticularly difficult cost-benefit issues was the conflict minerals rule, 
which is very far outside the SEC’s normal expertise. But, subse-
quent reports have led me to believe that the benefits actually may 
be very outweighed by the costs and that there may actually be a 
severe human cost to the very people that that rule was intended 
to help. 

Senator HELLER. Thank you. 
Ms. FAIRFAX. I think engaging in a cost-benefit analysis is very 

important. Sitting here right now, I cannot pick out of the hat 
something that I think the costs outweighed the benefits, because 
sitting from where I am right now, while I have a kind of outside 
perspective, I have not really had the opportunity to hear staff con-
cerns and concerns of all of the other market participants to get a 
real deep understanding of the costs and benefits of certain rules. 

I know that there are concerns raised about a lot of different reg-
ulations, and I would certainly, if I am fortunate enough to be con-
firmed, be interested in listening to those concerns and to ask, as 
the Chairman pointed out, about costs and benefits, and to the ex-
tent it turns out that the costs outweigh the benefits, I would be 
responsive. 

Senator HELLER. Thank you to both of you and to all three of 
you. 

Thank you, Mr. Chairman. 
Chairman SHELBY. Senator Reed. 
Senator REED. Well, thank you very much, Mr. Chairman. 
First, Mr. Jeppson, thank you for your service as a Marine in Af-

ghanistan and Iraq. I think that probably prepares someone for 
doing lots of jobs, including the one you are nominated for. But, 
thank you very much, sir. 

Let me turn my attention to the nominees to the Securities and 
Exchange Commission. Thank you very much for your willingness 
to serve. I would like to ask both of you the same question initially. 

Shareholder protection—investor protection—is critical to the 
SEC’s mission, and not only for their protection, but also to ensure 
that there is real shareholder governance in a corporation. And, 
there are a number of issues that are arising. The issue of cyberse-
curity, the issue of climate change, the issue of political spending— 
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in all of these shareholders should, I think, have some voice and 
be protected. 

And, let me ask this specifically. Starting with Ms. Fairfax, what 
is your top objective or top initiative with respect to shareholder 
protection and investor protection? 

Ms. FAIRFAX. Thank you so much for the question, and as my 
opening remarks, I hope, reflected, I think investor protection is ex-
tremely important. Obviously, it is a critical aspect of the SEC’s 
mission. And, I think that everything that we do at the SEC, if I 
am fortunate enough to be confirmed, will relate to investor protec-
tion. I think one priority is market structure, and that is very 
much interlinked with investor protection. As I mentioned, I do not 
think you can really protect investors if you do not have fair, or-
derly, and efficient markets and to make sure that investors are 
operating in a structure that treats them fairly and a market struc-
ture that is secure. 

The other thing I think is really important is corporate disclo-
sure. I think making sure that investors have the right information 
is important. We talked about what is at the crux of the SEC, and 
it is about putting a spotlight on information and making sure in-
vestors have information so that they can make appropriate deci-
sions. 

I also, which should not come as a surprise, think that corporate 
governance issues are important, especially issues around the 
proxy apparatus and making sure that the voting structure works 
appropriately so that changes in the way in which shareholders 
vote and the matters that they vote on are taken into account when 
looking at that structure and trying to figure out how to move for-
ward. 

Senator REED. Thank you. 
Ms. Peirce, please. 
Ms. PEIRCE. As Professor Fairfax underscored, investor protec-

tion issues are important across the board of what the SEC does. 
One area that I think will see changes, positive changes made for 
investors, is the disclosure effectiveness review that is going on 
now. Trying to find the information that users need and present it 
to them in a way that they can use it, potentially incorporating 
new technologies, ensuring that the disclosure mechanism at the 
SEC is up to date in terms of technology, I think all of that will 
be very helpful for investors. 

In terms of my work on the Investor Advisory Committee, we 
worked on a proposal which I think has merit, as well, which is 
trying to do a better job of aggregating information about financial 
professionals and making that available to investors in one place, 
and I think that is an exciting initiative that the SEC would do 
well to work on. 

Now, I will say that perhaps when I get to the SEC, I will dis-
cover that there are other more pressing issues, and I want to keep 
an open door to that possibility, as well. 

Senator REED. Thank you. 
There has been some discussion about cost-benefit analysis, 

which implies, if you are going to do it correctly, that you have to 
have access to all the costs that are relevant, which would imply— 
well, let me ask. Would the SEC, if it had that direction, also have 
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the authority to go in and get the costs of different companies, 
some of which might be argued could be proprietary? 

Ms. PEIRCE. The Paperwork Reduction Act actually limits the 
ability of the SEC to go to more than nine people. So, when I was 
at the SEC, and I did work on some economic analysis when I was 
there, we were able to call three small, three medium, and three 
large companies. Now, needless to say, that leads to some potential 
gaps. One way that the SEC gets around that is to ask for com-
ment that has data in it, and I think those are sometimes the most 
effective comments, the comments that bring data with them. 

Now, certainly, any cost-benefit analysis has assumptions and 
those assumptions need to be spelled out, and where there are data 
gaps, the agency needs to be very clear, we have a gap in data 
here, and that it is all out there and then people can respond to 
that. 

Senator REED. I think the comment was actually very revealing, 
because there has been this mantra about we are just going to do 
cost-benefit analysis, and what you have indicated, first of all, is 
that there are only a few companies that the SEC can directly ask, 
given the present system. And, second, it relies upon comments 
which are voluntary, and so some people could withhold data until 
after the rule is promulgated, and then present the data as, well, 
this is, you know, your costs are not accurate. So, I think we have 
to be, very, very careful as we pursue this approach. 

The second issue is—and I think you alluded to it in terms of the 
minerals rule—it is quantifying social benefits, which is always a 
very challenging problem. So, I think, again, that this is something 
the SEC does, but we have to be very, very careful about the limi-
tations, both legal limitations and practice limitations. 

But, thank you both. You are both bringing incredibly robust aca-
demic and legal backgrounds to a very demanding job and I thank 
you. 

Chairman SHELBY. Senator Rounds. 
Senator ROUNDS. Thank you, Mr. Chairman, Ranking Member 

Brown. 
Senator Reed mentioned it, but Mr. Jeppson, I just wanted to 

also say thank you for your service to our country and I appreciate 
your offering to step up and to participate right now in another 
role. 

Most of my comments once again will be directed to our two 
nominees for the SEC position today. Professor Fairfax, I appre-
ciated the time that we spent in my office. Thank you very much. 
It is great to see that you brought your family here, as well. I come 
from a large family. I have got nine brothers, one sister, two step- 
brothers, and a step-sister, so it is always great to see support from 
family members here. 

I also appreciated—we touched on a subject while you were in 
my office and I said that I wanted to bring it up today and provide 
you with an opportunity, but also to bring it out and to talk about 
it a little bit. What we talked about was—the topic that we dis-
cussed was the amicus brief that you signed in the Walmart v. 
Trinity case. The brief asked the court to allow the Trinity Wall 
Street Church to include a proxy statement which urged Walmart’s 
board to provide oversight concerning the formulation of a policy, 
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a company policy, regarding the sale of products that, in their 
words, especially endanger public safety and well-being, have sub-
stantial potential to damage Walmart’s reputation, and/or would be 
reasonably considered by many offensive to the family and commu-
nity values integral to Walmart’s promotion of its brand. 

When we spoke, you said that you had concerns that what was 
written was perhaps inartful, but you signed the brief anyway. I 
hunt. I shoot at targets. I also own firearms, as many South Dako-
tans do. In 2010, the Supreme Court ruled that it is clear that the 
Framers counted the right to keep and bear arms among those fun-
damental rights necessary to our system of ordered liberty. This is 
settled law. 

The question that I have is, is do you believe it is reasonable to 
consider the sale of guns by Walmart or any other retailer offensive 
to family and community values? 

Ms. FAIRFAX. Yes. Thank you so much for that question. You are 
right, we discussed it before and I thank you for the opportunity 
to speak about it here today before the Committee. 

First, in signing onto that brief, it was not at all a signal about 
any position with regard to the underlying issue or a signal about 
my position with regard to one company or one industry. It was in-
stead aimed at the larger corporate governance proposition about 
shareholder proposals and what they should look like, and making 
sure that shareholder proposals maintain that careful balance be-
tween allowing directors and officers the ability and the important 
discretion to set corporate policy on the one hand, and allowing 
shareholders to communicate on issues that they think are signifi-
cant on the other. 

The other thing that I explained is, in my view, it is very impor-
tant for boards to have the discretion to determine what is a sig-
nificant policy and to determine what impacts their values and 
what impacts the corporation’s bottom line, and it was my view 
that that was not what the shareholders were asking, that is, to 
set policy and make those decisions; but rather, what they were 
doing was communicating their desire to have the board engage in 
their oversight role and engage in the process where directors also 
were thinking about what is appropriate in that context. 

So, again, my signing the brief was about the governance prin-
ciple of protecting the shareholders’ ability to communicate on im-
portant matters, which is, of course, an ability that is protected by 
the Federal securities laws, and balancing that very important 
right with the other very important right of allowing boards to set 
policy and to think through, of course, in their oversight role, what 
things impact the corporation and its bottom line. 

Senator ROUNDS. It was the concern about whether or not it was 
the underlying issue that was of concern, because in an earlier 
brief—I also read the amicus brief that you signed in Burwell v. 
Hobby Lobby. In that case, the amicus brief you signed opposed 
Hobby Lobby’s contention that the owners of Hobby Lobby retained 
their fundamental First Amendment right to free exercise of reli-
gion, because once they formed a corporation, they lose the ability 
to make moral adjustments. 

To me, this seemed contrary to the position that you took in the 
Walmart case. In fact, you went so far as saying that the court 
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should reject Hobby Lobby’s contentions because doing so could 
make the raising of capital more challenging, recruitment of em-
ployees more difficulty, and entrepreneurial energy less likely to 
flourish. 

My question is, is why is it OK for Walmart’s shareholders to in-
struct the company’s board to closely scrutinize firearm sales be-
cause of concerns about family and community values, but it is not 
OK for a family that owns a corporation to exercise their sincere 
religious objections? 

Ms. FAIRFAX. Thank you again for that question. We did not talk 
about Hobby Lobby. And, I would say, number one, with respect to 
my signing onto that brief, it was not about the underlying issue, 
but about the broader corporate governance issue. With regard to 
Walmart, that issue was about shareholders’ ability to commu-
nicate as opposed to any kind of mandate. With regard to Hobby 
Lobby, it was actually a corporate governance principle about the 
importance of the separation of the corporate structure from the 
personal and the individual shareholders. 

In my view, the core component of a for-profit corporation is that 
it has a legal existence that is separate and apart from its inde-
pendent shareholders and there are important benefits that stem 
from that idea, important tax benefits, important benefits with re-
gard to limited liability. It is the reason why people’s personal as-
sets are not the same thing as the corporate assets. And, it has im-
portant benefits with regard to the perpetual existence of a cor-
poration. It is why individual shareholders can change from day to 
day and even from minute to minute and the corporation remains 
the same. So, again, it was about that fundamental corporate gov-
ernance principle, that the corporation has a legal existence that 
is separate and distinct from its shareholders and not the under-
lying issue that was at play. 

Senator ROUNDS. Thank you. 
Mr. Chairman, you have been generous with your time. I had 

some more questions, but I will yield back at this time. Thank you 
for your patience. Thank you very much for your answers. 

Ms. FAIRFAX. Thank you. 
Chairman SHELBY. Senator Scott. 
Senator SCOTT. Thank you, Mr. Chairman. 
Mr. Jeppson, as everyone already stated, God bless your service 

and you do not get any questions. 
[Laughter.] 
Senator SCOTT. I would not complain about that ever, by the 

way, on this Committee. Lord have mercy. 
[Laughter.] 
Senator SCOTT. And, Senator Rounds, I did not realize that you 

have enough siblings to have a football team. That was a—— 
Senator ROUNDS. A basketball team and a referee to go with it. 
[Laughter.] 
Senator SCOTT. Exactly. An unbiased referee, which would be 

nice these days. 
To the two nominees, thank you for your time and your willing-

ness to serve, without any question. 
My first question is, can you give your views on how you, as a 

Commissioner, will use data to explore the advantages and dis-
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advantages of a rule from the perspectives of an investor, the com-
pany, and the capital markets. Either may start. 

Ms. PEIRCE. Well, I would just start out by saying data is very 
important at the SEC and I am glad to see that there has been 
more emphasis in recent years on getting good data. And, so, this 
sort of ties to something that Senator Reed asked me about, eco-
nomic analysis. One way to get information is to ask companies di-
rectly, but the SEC should also be looking at other data sources, 
publicly available data sources, private data bases that it pur-
chases. I think those are very important and can all be very useful 
in painting a picture of what the rule would look like if it were in 
practice compared to the existing state of affairs. So, I am excited 
that the SEC is putting more effort into getting good data. 

Senator SCOTT. Ms. Fairfax. 
Ms. FAIRFAX. I similarly think that it is important to have the 

rulemaking process be driven by accurate data. I will note, I think 
as Ms. Peirce has also noted, and Senator Reed has noted, that 
sometimes data can be incomplete. If I am fortunate enough to be 
confirmed as a Commissioner, I would try to find ways to fill gaps 
with regard to that data. But, sometimes data can be inaccurate, 
and so while I think it is extremely important to focus on data and 
try to make decisions where you have the most robust amount of 
data that you can, it is also the case that sometimes you have to 
engage in rulemaking where there are uncertainties, where the 
data is not there, and, where there is an inability to measure, the 
impacts of certain things. 

And, certainly, if I am fortunate enough to be Commissioner, I 
would try to balance the desire to get data and the importance of 
getting that data with the need to move timely and effectively to-
ward a decision. 

Senator SCOTT. Thank you. 
Speaking of data and rulemaking, the reality of it is one of the 

questions I think Senator Heller was trying to get at, asking the 
question about whether or not either of you have had a securities 
license, it is important from an investor protection perspective to 
have worked in the field and spent some time. I know Mr. Heller 
had a Series 7 license for about a decade and I have had a Series 
6 for about 15 years or so. So, understanding investor protection 
from having worked in the field and worked from the ground up 
is a very different appreciation and perspective from what perhaps 
others may have. 

When I think about something like the fiduciary rule that is 
being promulgated by the DOL, I think there is an opportunity for 
us to take a look at the data again, because the data certainly, 
from my perspective, concludes that the small investor is worse off 
under the current rule than they would be without the rule. Are 
you both familiar with the fiduciary rule? 

Ms. PEIRCE. I am familiar with it, although I have not read the 
proposal. I have not had a chance to read the proposal yet. 

Senator SCOTT. OK. It appears to me that the rule itself will 
make winners and losers of smaller investors in a way that is in-
consistent with what is in their best interest long-term. Do you 
think it is good or not so good for the Government to help pick win-
ners and losers in this area? 
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Ms. PEIRCE. I am quite worried about the Department of Labor’s 
proposal, in part because I have heard, and it is difficult knowing, 
being outside the SEC, that the SEC’s input was not considered. 
And, I think the input goes to some of the very issues you raised. 
We need to understand how rules like this are going to affect ev-
eryday people, people who cannot afford to pay a lot for a financial 
professional but who do rely now on a financial professional. And, 
I worry that what will end up happening is that we are going to 
cut a whole segment of people out of getting access. 

And, so, if I were to be confirmed, I would want to talk with the 
staff at the SEC to understand what work they have done to try 
to see what would happen and what work the DOL has done on 
that front, as well. 

Senator SCOTT. Yes. 
Ms. FAIRFAX. Absolutely. I think that protecting investors in this 

space is of critical importance. I think protecting access to quality 
and appropriate advice in this area is also important, particularly 
for middle- and lower-income investors who clearly sometimes can-
not afford a quality investment advisor and certainly whose re-
sources would be significantly undermined, if they have investment 
advice that goes wrong. So, that is of critical importance and that 
means that thinking about how any rule like this would impact 
those investors is critically important. 

I think it is also critically important to think about transparency 
in this area, because, one of the things that we have figured out 
is sometimes the investor is sitting across from an investment pro-
fessional and they do not realize the role that the investment pro-
fessional is actually going to be playing, or the potential conflicts 
that might be there with regard to that professional. 

So, those are both priorities for me, making sure that we main-
tain access to good advice, and making sure that we reduce con-
flicts and that there is transparency. And, of course, keeping client 
needs at the center. 

I have looked, as you might imagine, at the proposals, but do not 
really have a clear understanding of what is going to happen at the 
end of the road. Certainly, if I am fortunate enough to be confirmed 
as Commissioner, I would want to know. I would want to talk to 
everyone involved to get a clear sense of what is happening, what 
the rule is going to be, and their thoughts about what its impact 
is going to be so that we can engage in the appropriate response. 

Senator SCOTT. Thank you very much for your answers. Cer-
tainly, with respect to the Department of Labor and their coordina-
tion with SEC, from my chatting with some other folks, that is why 
included the definition of collaboration differs from the Labor De-
partment to the SEC from my perspective, and I would certainly 
encourage you both to take some time, if you are confirmed, to look 
deeply into it. This is one of those issues where you see a bipar-
tisan collaboration happening with, I think it was 97 House Demo-
crats signed a letter with serious concerns about the fiduciary rule 
and what it would do to some of the smallest investors, and the no-
tion that we can figure out how to have no advisor and just use 
robo-advisors through technology does not appear to be in the best 
interest consistently of the smaller investor. 

Thank you. 
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Chairman SHELBY. Senator Schumer. 
Senator SCHUMER. Thank you, Mr. Chairman. 
First, I would be remiss if I did not acknowledge that the chart 

behind us shows that many nominees are awaiting confirmation. 
But, I want to thank our Ranking Member, Senator Brown, for 
pushing so hard for these nominees. And I want to thank our 
Chairman. We are making significant progress and very much ap-
preciated. We appreciated the fact that Adam Szubin came out of 
Committee last week and we are looking to vote on several nomi-
nees right away when we return. 

These are positive steps, but there is more to be done. The 
Eximbank is paralyzed right now. It cannot—it does not have a 
sufficient number of members to make a quorum and I hope we can 
move that nominee, as well. But, in general, I want to thank the 
Chairman for his efforts in the last few weeks and hope that we 
will continue to see progress moving forward. 

Now, for my questions. This is for Ms. Fairfax and Ms. Peirce, 
and I thank you for being here today. Now, I want to start with 
this. I make no secret in the fact that I believe 6 years ago, the 
Supreme Court ripped a giant hole through the fabric of our cam-
paign finance system. Since that time, our politics has not been the 
same. Special interests have plowed hundreds of millions of dollars 
of dark money into our elections. They have created a rigged sys-
tem, making it harder for people to elect individuals that will fight 
for families to get opportunities and to stay in the middle class. 

There is no doubt in my mind that Citizens United has had a 
corrosive effect—it is poison—on our election, our politics, and ulti-
mately on our country. The SEC certainly is not responsible for 
patching that hole in our campaign finance system, but you can 
help preventing that hole from being ripped open even wider. 

As you know, corporations are under no obligation to disclose 
their corporate political spending to shareholders or the public. As 
a result, shareholders remain in the dark as executives of public 
corporations funnel money into our political system with no trans-
parency or accountability. Citizens United has allowed for dark 
money to flood our airwaves and choke our democracy. It is a deci-
sion that must be overturned. 

But even the Justices that supported the Citizens United ruling 
did so with the assumption that the political spending would 
promptly be disclosed to shareholders and the public. Sadly, this 
has not yet happened. In my opinion, it needs to change. 

So, I am going to ask both nominees, Ms. Fairfax and Ms. Peirce, 
do you believe that shareholders of a company have a right to know 
about a company’s corporate political spending, and do you believe 
that the SEC has a responsibility to investors to require that such 
disclosures are made? 

And let me forewarn you, if I get a mushy answer, I am going 
to seriously consider being against your nomination. I feel that 
strongly about it, even if your other criteria are good. The cam-
paign finance system is killing us. I am very upset that the Chair-
man of the SEC has not gone forward with this. We need the new 
nominees to be for it, whether you are Democrat, Republican, lib-
eral, or conservative. So, I am really serious about this and I really 
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want an answer, not gobbledygook. No offense, but we get a lot of 
that from other witnesses, I hope not from you. 

Ms. Fairfax. 
Ms. FAIRFAX. Thank you for your question. Well, I unfortunately 

have to start with, first and foremost, there is a budget bill that 
appears to prevent rulemaking on this very issue and so, obviously, 
because I think the Commission does not have the freedom to ig-
nore mandates from Congress, I certainly would think seriously 
about whether or not that is off the table. But, I understand that 
there—— 

Senator SCHUMER. Let us just say that the budget bill does not 
apply here—— 

Ms. FAIRFAX. OK. 
Senator SCHUMER. ——because I believe it does not. What would 

you do? How would you vote? 
Ms. FAIRFAX. OK. I think, sitting from the outside, I cannot know 

how I would vote, and I am not being gobbledygook and mushy, but 
I do think that my role is to consider the various perspectives 
around this issue, and I understand that this issue is one that is 
very much hotly contested. I certainly appreciate the things that 
you have been saying—— 

Senator SCHUMER. I would like you to enumerate one argument 
why shareholders should not know the money that corporations, 
that the corporate board, corporate CEO, or whatever, has decided 
to give in a political campaign. Give me one argument against it. 

Ms. FAIRFAX. Sure. I will tell you the arguments that have been 
put forward. One argument that has been put forward is that the 
information is immaterial. You will hear people saying that is one 
argument—— 

Senator SCHUMER. What is—you mean the shareholders do not 
care? 

Ms. FAIRFAX. Umm—— 
Senator SCHUMER. Many do. 
Ms. FAIRFAX. ——for some shareholders—I think there is an ar-

gument about whether or not it is material—— 
Senator SCHUMER. Do you believe it is material, Ms. Fairfax? 
Ms. FAIRFAX. I think that there is certainly an argument to be 

made that it is material. That argument stems not only from what 
shareholders want, but also, of course, from the notion that share-
holders should be able to think through whether and to what ex-
tent—— 

Senator SCHUMER. I want to hear from Ms.—— 
Ms. FAIRFAX. ——spending is consistent with corporate govern-

ance. 
Senator SCHUMER. OK. That argument that it is immaterial does 

not cut much mustard with me, and, I think, with many share-
holders—not all, but many. 

Ms. Peirce, would you please answer the question as directly as 
you can. 

Ms. PEIRCE. Well, I echo what Professor Fairfax said, that right 
now, the Congress has made fairly clear that it should not be a pri-
ority for the SEC. Were it to come up later, I would need to know 
what the actual text of the disclosure requirement was and I would 
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want to speak with staff in the Division of Corporation Finance as 
well as other interested parties. 

Senator SCHUMER. OK. I am not satisfied with either answer. I 
am putting you folks on notice. If you think back, I am going to 
submit the question in writing and I would ask you to give me your 
answers in writing. I think in the light of day, the written answers, 
what you said, will not stand up, so you had better come—I hope 
you will come up with a better answer than this, because right 
now, I would be leaning against both of your nominations given 
your answers, OK. Thank you. 

Chairman SHELBY. Senator Menendez. 
Senator MENENDEZ. Thank you, Mr. Chairman. 
Congratulations to all on your nominations, and I want to pick 

up where Senator Schumer just left off—not necessarily on his very 
last statement. I have not gotten to that point yet, but I may get 
there along with him. 

I believe that the issue of the disclosure of corporate spending is 
a shareholder interest, as well as a societal good. Adding trans-
parency, cleaning up campaign finance, and keeping the elections 
process fair and free is incredibly important. 

Now, the information, I believe, is material to how shareholders 
decide where to invest their money and how to vote in corporate 
elections. I do not know that I—you know, I want to invest in a 
company that is going to ultimately make its greatest profits and 
that, from my perspective as one shareholder, to also make sure 
they are doing so within both the ambit of the law and, hopefully, 
as a good corporate citizen. 

But, I really—if I want to go spend money in a campaign, I will 
spend my money in a campaign and I will decide where it goes. 
But, I have no interest in having a corporation spend the money 
that in part is mine by virtue of my investments in whomever they 
want or whatever they want. And if they are going to be able to 
do that, fine, then at least I should know so that I can make deci-
sions as an investor, so that pension funds can make decisions as 
investors as to whether or not to do that. 

So, last year, I reintroduced the Shareholder Protection Act to re-
quire public companies to disclose their political spending and to 
require a shareholder vote to approve it. It is pretty elemental. At 
least let the shareholders decide if that is what they want. Maybe 
they do. Maybe the shareholders in that company want to. But, at 
least they should have what I think is a commonsense solution. 

So, I know that in response to Senator Schumer’s question you 
referenced the 2016 omnibus appropriations law that, unfortu-
nately, included a 1-year provision to try to block the SEC from 
issuing, implementing, or finalizing a rule to require public compa-
nies to disclose their political spending to shareholders. 

When we saw that, I sent a letter to Chair White along with 96 
of my colleagues in the Senate and the House pushing the Commis-
sion to move forward, notwithstanding the language of the end-of- 
the-year bill because it is our analysis and those shared by a series 
of law professors throughout the country that this provision does 
not bar the SEC from moving forward to prepare, propose, or de-
velop a rulemaking on corporate political spending. It may not be 
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able to finally issue it, but there is no reason it cannot prepare 
itself to do so when the year ends. 

So, I would like to hear from you, both of you, if, in fact, you are 
confirmed as a Commissioner, what steps will you set in motion for 
the development, preparation of such a rule, even if the rule cannot 
ultimately be issued within and until the year expires. 

Ms. FAIRFAX. I would say, first, whether or not steps can be put 
in motion at the top level is a decision that the Chair has to make. 
But, at the secondary level, certainly I think with respect to any 
of these issues, it is important not to prejudge. I would need to, if 
I am confirmed, be very much open, and I would be open, to hear-
ing more information about the debate. I will say the issue about 
materiality is not mine, or necessarily mine, but something that I 
have heard, and I think it is fair, certainly, if I am fortunate 
enough to get into the position, to then listen to the concerns on 
the other side and to think through those concerns. 

I also would agree that the devil is very much in the details. To 
that extent, what is the rule—if there is a rule, what will it look 
like, how will it take shape, what kind of impact will it have. Those 
are things certainly to think through and I would certainly work 
with my fellow Commissioners and staff and others who are inter-
ested, if I am fortunate enough to be confirmed, to think through 
those types of things. 

Senator MENENDEZ. I hope, Professor, when you are listening to 
the other side, there are 1.2 million comments on this rule, more 
than any other rule in SEC history. There are a lot of comments 
that have been made in this regard. I hope that as Commissioners, 
you would not be rejecting 1.2 million voices in the country. 

Ms. Peirce. 
Ms. PEIRCE. Again, I think the appropriations language is clear. 

The Chairman has the agenda—— 
Senator MENENDEZ. What do you mean by clear? Tell me, what 

does that mean? 
Ms. PEIRCE. In terms of directing the Commission that that is 

not the priority for the Commission this year. Now, if the Chair-
man has a different view of what that language means, I would be 
open to hearing from her and from the General Counsel to under-
stand how we could work on something like that given that lan-
guage. 

Senator MENENDEZ. Well, I tell you something. I think I have the 
same reservations that Senator Schumer has, and I have other 
questions on diversity disclosure and other elements of Dodd-Frank 
that I included in the law when it was written, but my time has 
expired. I hope to be able to pursue those with you individually 
and, as well, for the record. 

Thank you, Mr. Chairman. 
Chairman SHELBY. Senator Warren. 
Senator WARREN. Thank you, Mr. Chairman, and thank you all 

for being here today, and thank you for your willingness to serve. 
The job of SEC Commissioner is largely to be a watchdog, to 

make sure that the public is protected and the markets are honest 
and fair. After the financial crash of 2008 showed us that Wall 
Street was out of control, Congress passed Dodd-Frank to try to 
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rein them in. And the SEC was directed to write or enforce dozens 
of rules to protect our financial systems. 

Now, Ms. Peirce, in the past few years, you have attacked many 
of those same rules. For example, you edited and contributed to an 
entire book called, Dodd-Frank: What It Does and Why It Is 
Flawed, which criticizes several SEC rules required by law. You 
wrote that the Volcker Rule, one of the key provisions to deal with 
too big to fail, quote, ‘‘requires regulators and industry to pour 
countless hours into an effort that may end up impairing rather 
than shoring up our financial institutions and our markets. It is 
nothing to celebrate.’’ 

You wrote that Congress should, quote, ‘‘perform major surgery,’’ 
close quote, on Dodd-Frank to reduce its directives to agencies, and 
you argued that the SEC, quote, ‘‘is a prime candidate for mandate 
trimming.’’ You have described the CEO pay ratio disclosure rule 
and the conflict minerals disclosure rule, two SEC rules that are 
required by Congress, as, quote, ‘‘pointless Dodd-Frank mandates.’’ 

What you propose, as best I can tell from your writings, is less 
oversight of big banks, fewer efforts to rein them in, more chances 
for them to take on big risks, boost their profits, and if things go 
wrong, come crying to the Government for another bailout. 

Now, you are certainly entitled to your opinion and to express it 
as loudly as you want. But, the question is whether someone 
should be put in charge of enforcing laws that they think are un-
necessary or counterproductive. You know, no one hires a watchdog 
who is not committed to enforcing the rules. 

So, I want to ask, what kind of watchdog will you make if you 
believe that parts of Dodd-Frank are, and I am quoting you, ‘‘point-
less,’’ and you think that Congress should repeal much of it? 

Ms. PEIRCE. Senator, I certainly understand your concern, but I 
wrote those comments not in the context of a regulator charged 
with implementing the rules but in the context of an academic re-
searcher whose goal is to suggest a financial regulatory architec-
ture that will work better at protecting investors and ensuring that 
people take responsibility for their own behavior. 

The reason I do not think you need to be concerned is that I was 
a regulator. I was a regulator for 8 years and I was able to do the 
job. And certainly in asking you to confirm me for this job, I am 
not asking you to confirm me to not implement rules, but to imple-
ment rules. And, in fact, the time that I spent here on the staff was 
very useful in teaching me the importance of regulators adhering 
to what Congress tells them to do. 

Now, I do not think there is anything wrong with a regulator 
saying, we are going to do this as you asked us to do. We do have 
concerns, but we are going to do this, and that is what I would do 
if I were there. I would work on implementing the rules as best as 
they could be implemented and pointing out where I thought there 
might be issues that Congress should look at again. But until Con-
gress looks at those again, the responsibility of the agency is to en-
force the rules. 

Senator WARREN. Well, I have to say, I assume anyone who 
wants the watchdog job would say exactly that. But an SEC Com-
missioner has a lot of tools that can be used to undermine all of 
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Congress’ mandates. You can delay the rules. You can water them 
down. You can look the other way when it is time to enforce them. 

And, frankly, there will not be much that Congress can do about 
it once you are confirmed, and that is a real concern for me, be-
cause in April 2014, the D.C. Circuit rejected a challenge to the 
SEC’s Congressionally required conflict minerals rule, and shortly 
after the court’s ruling that the SEC could act and that Congress 
had required it to act, you took a very different view. You tweeted, 
just because the court is not stopping SEC from requiring imme-
diate compliance with conflict minerals rule does not mean the 
SEC should not stop itself. Now, that sounds like you believe SEC 
Commissioners can and should ignore the law, that the watchdog 
should look the other way. 

So, I want to be absolutely clear on this. If you are confirmed as 
a Commissioner and a Congressionally mandated Dodd-Frank rule 
does not fit with your personal view of the SEC’s mission, are you 
now saying that you will do everything in your power to effectively 
implement and enforce that rule? 

Ms. PEIRCE. Certainly, and sometimes effective implementation 
requires delaying so that companies are able to implement it prop-
erly. 

Senator WARREN. So, the way—it sounds like you have left your-
self a lot of room here. 

Ms. PEIRCE. When the SEC crafts rules, one of the things it does 
is it sets implementation periods, and it does that in a way to make 
sure that industry is going to be able to get on board in a way that 
is effective and achieves the objectives of the rules. And if I were 
to be confirmed, my goal would be to work with the staff of the 
Commission and the other Commissioners to figure out the most ef-
fective way to implement the statutory mandates given by Dodd- 
Frank and other statutes. That would be my job as a Commis-
sioner. 

Senator WARREN. Thank you. 
Congress mandated that no more than three out of five of the 

SEC Commissioners can be members of the same political party, 
and so long as that is the case, we are going to have Republican 
Commissioners and Democratic Commissioners and they will in-
variably have different views about the job. But, there is a big dif-
ference between disagreeing about how best to implement a law 
and actively sabotaging the law. Advice and consent is about mak-
ing individualized good faith judgments, and I think your record 
gives the American people reason to be concerned about your nomi-
nation. 

Thank you, Mr. Chairman. 
Chairman SHELBY. Senator Cotton. 
Senator COTTON. Thank you. 
I apologize to our nominees. I have been presiding over the Sen-

ate. It is a duty as much as it is an honor. The Chairman remem-
bers doing that in the Reagan administration. 

[Laughter.] 
Senator COTTON. Back before he came to the right side. 
Chairman SHELBY. That is right. 
Senator COTTON. Ms. Peirce, I have some questions about the Fi-

nancial Industry Regulatory Authority, FINRA. Last year, you 
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wrote a paper analyzing the structure and operations of FINRA 
with one theme being, quote, ‘‘Although commonly perceived as a 
self-regulator, FINRA is not accountable to the industry in the way 
a self-regulator would be,’’ end quote. Could you elaborate on that 
theme. 

Ms. PEIRCE. Certainly. FINRA has changed over time and is 
something different than what its predecessor organization was, 
and it right now has a board that has people that are not drawn 
from the industry, and so that raises concerns about what exactly 
the organization is. To whom is it accountable? Is it accountable to 
the industry? Is it accountable to the SEC? Is it accountable to in-
vestors? And, I think there have been concerns raised from each of 
those areas, from each of those constituencies, that it is not doing 
a good job. 

Now, certainly, if I were to be confirmed as a Commissioner, I 
would want to meet with and speak with folks from FINRA as well 
as the people at the SEC who oversee FINRA and see if there are 
areas where we can shore up the SEC’s oversight of FINRA and 
work together to make sure that investors are being protected as 
they should be and that the organization is working as it should 
be. 

Senator COTTON. So, what are the implications for our securities 
markets if the regulatory entity for broker-dealers operators with 
only nominal oversight from the SEC, as you pointed out in the 
paper, less SEC oversight than the Public Company Accounting 
Oversight Board receives? 

Ms. PEIRCE. The implications are that we are not getting the 
kind of regulation of broker-dealers that we need, and so perhaps 
there are concerns that innovation is being slowed by the way 
FINRA is governed and that investors are not being protected the 
way they should be and that there is no ability for someone to say 
to FINRA, OK, we are going to hold you accountable for this deci-
sion, because it is one step removed. 

So, those are the nature of the concerns I have. Again, I would 
want to get to the SEC and talk with the people who are actually 
doing the monitoring of FINRA to better understand if there is 
more that the SEC can do to watch more closely. 

Senator COTTON. Over the last 7 years, in many industries, to in-
clude the financial services industry, we have seen considerable 
consolidation. Specifically among broker-dealers, we have seen con-
solidation from 7,900 back 15 years ago to only 4,000 today. I 
would estimate that rising compliance costs from multiple regu-
latory initiatives is a factor in this consolidation. One, do you 
agree, and two, if so, what could that trend imply for municipal 
issuers and investors, particularly in small States like Arkansas? 

Ms. PEIRCE. Yes. I think, certainly, that small financial firms are 
feeling the press of regulation in a way that large firms do not. In 
fact, I think it was once described—regulation was once described 
as a moat around the larger firms, protecting them. So, that is a 
concern that needs to be taken into account. 

In terms of the municipal space, certainly when you see smaller 
financial firms disappearing, I think municipal issuers have fewer 
options. So, that is a concern generally. 
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Senator COTTON. And then thinking about FINRA’s future going 
forward, it seems that it is kind of in this neither fish nor fowl cat-
egory now with its relationship to the SEC, but also not maybe 
being purely a SRO anymore. Do you think it needs to move in one 
direction or the other, it needs to essentially be folded into the 
Commission or it needs to be returned or reconceived as a true 
SRO, maybe with competing SROs, as well? 

Ms. PEIRCE. Yes. As I laid out in the paper, there are multiple 
options. You could go to the route of folding it into the SEC. You 
could go to the route of trying to encourage there to be competing 
SROs. Or, you could go the route of just trying to reform FINRA 
and put in some more accountability mechanisms and make sure 
the SEC is doing its oversight properly. 

I have not formed an opinion on what the right answer is. To 
some degree, that lies with Congress and certainly not with the 
SEC. But, it would be an area that, if I were to be confirmed, I 
would want to speak with the staff who are day to day involved 
with this oversight and understand from them what they think the 
best course is and then speak with my fellow Commissioners, as 
well. 

Senator COTTON. Thank you. My time has expired, but congratu-
lations to you all on your nominations and your willingness to 
serve. Mr. Jeppson, thank you in particular for your past service 
in uniform to our country. 

Chairman SHELBY. Senator Donnelly. 
Senator DONNELLY. Thank you, Mr. Chairman. 
Ms. Peirce, I want to tell you a little bit about what happened 

in Indiana. I know you are from Ohio. We had 2,100 workers fired 
for a company that said, we are on the high end of expectations for 
earnings, that is in the middle of a $16 billion stock buy-back, and 
they were fired so that the jobs could be sent to Mexico for $3 an 
hour. Among the folks fired were over 60 veterans who had put 
their lives on the line for our country. 

So, going a little bit more into this, the CEO from 2 years ago, 
approximately, walked away with a golden parachute of over $190 
million in stocks and in others. The present CEO makes over $10 
million a year. And, the savings they are going to have by firing 
all these workers who gave their heart and soul to the company, 
they say it is going to be $60 million, approximately. I think it is 
probably less. But, that is one-third of 1 percent of the stock buy- 
back—one-third of 1 percent. So, we have 2,100 workers fired for 
the following offenses: Earnings of 20 percent, great brand name, 
working hard, doing everything they can for the company, and the 
jobs sent to Mexico for $3 an hour. 

Should the SEC allow this kind of thing? You have $16 in stock 
buy-backs because they want to get the price of the stock up. One- 
third of 1 percent of that $16 billion are the workers who have 
been fired. The earnings of the company are over $7 billion, but the 
stock buy-back is more than twice their annual earnings. Should 
the SEC allow this kind of thing to occur? 

Ms. PEIRCE. First of all, my heart certainly goes out to the em-
ployees who lost—— 

Senator DONNELLY. I understand that, but what I want to know 
is—— 
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Ms. PEIRCE. ——their jobs, so—— 
Senator DONNELLY. ——should the SEC allow over 60 veterans 

to be fired who are making in a two-tier wage system maybe $14 
with minimal benefits so that we can have a stock buy-back of $16 
billion, and their wages are one-third of 1 percent of that? 

Ms. PEIRCE. So, I cannot speak to the specifics of that case be-
cause I only know what I just heard from you about it. But, I will 
say that the SEC has rules regarding stock buy-backs, and this 
concern that you express is one that I have heard from others, as 
well—— 

Senator DONNELLY. Well, as a potential SEC nominee, do you 
think this should be allowed? 

Ms. PEIRCE. Again, it is difficult for me to assess the facts and 
circumstances of that particular case, but what I would say—— 

Senator DONNELLY. Assume they are true. 
Ms. PEIRCE. What I would say is that if I were to be confirmed 

as a Commissioner, I think it is an area that I would think merits 
looking at, because the volume of stock buy-backs is up, and so I 
would want to talk with the staff at the SEC and with my fellow 
Commissioners about whether the rules that are on the books now 
are working as they should. 

Senator DONNELLY. Well, what does it say about a system where 
the driving factor is not your profits. The driving—well, maybe it 
is, because maybe they are thinking instead of one-third of 1 per-
cent of the stock buy-back, they can go to one-half of 1 percent of 
the stock buy-back. But, what does it say when you leave 2,100 
workers behind who have given their heart and soul, many 20, 25 
years, to that company and in return they are all fired so they can 
get $3 an hour wages in Mexico, and they tell you it is critical to 
save that $60 million, but they are giving a $16 billion stock buy- 
back. Is not something wrong with that process? 

Ms. PEIRCE. Again, the number of stock buy-backs is up and I 
think it is an area that I would be interested in learning more 
about from the staff who have been looking at that at the—— 

Senator DONNELLY. Well, do you see that as destructive of our 
workers and of the people who have given their lives to these com-
panies? I mean, where does—I guess, where does—in the SEC’s 
mind, where do the employees, the workers, the people who have 
given their heart and soul, fit in as well as the stockholders? What 
is the balance on that? 

Ms. PEIRCE. The SEC’s mandate relates to investor protection as 
opposed to employee protection. But, naturally, any company that 
is trying to be an effective company has to treat its employees well. 

Senator DONNELLY. Well, apparently, I think, part of the stock 
buy-back craze has been that the workers get left behind. 

Ms. Fairfax. 
Ms. FAIRFAX. If you have seen some of my corporate governance 

work, you have seen that I think corporations and boards owe their 
duty to the entire corporate enterprise, and that means that you 
should be thinking about everybody and everything that is im-
pacted by that enterprise, and I think, then, that flows into this 
question of corporations and how we think about them and what 
our mandate is with respect to them. 
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If you are asking me the question about the particulars, again, 
I was just listening to it—— 

Senator DONNELLY. Yes. 
Ms. FAIRFAX. ——as you heard, and I would agree with Ms. 

Peirce that I know share buy-backs are up. I know there is signifi-
cant concern about them and their impact on the corporation and 
would certainly be interested in looking at that issue, probing it 
more deeply, with an understanding that it should not be a zero- 
sum game, that it—— 

Senator DONNELLY. It is really breathtaking to me that Carrier 
would fire these people, that United Technologies, who has con-
tracts with the U.S. Government, and what they are asking me to 
do is to go back to fired veterans and tell them, you have been 
fired, but we now want your tax dollars to be used to buy products 
from the same company that fired you. Something seems very, very 
wrong with that process, and I think something needs to be looked 
at by the SEC in the way this is going on. 

How do you, as a veteran, give your heart and soul to a company, 
see them make great earnings, the American promise. I mentioned 
this the last time I was here. The American promise. I will work 
hard. I will make sure this company does well. In return, their 
shareholders are going to do awesome. And in return, all I ask for 
is a halfway decent salary and a chance to put a roof over my head. 
That is the American dream, and I think the SEC ought to stand 
up for the American dream. 

Thank you, Mr. Chairman. 
Chairman SHELBY. Senator Brown. 
Senator BROWN. Thank you, Mr. Chairman. 
I have a couple more questions, and I just—I appreciate Senator 

Donnelly’s bringing up his constituents who have been so wronged 
by greedy management, pure and simple. And as—I mean, there 
are lots of unhappy people in this country now. People have a no-
tice from election results, and I appreciate his talking about this. 
And I appreciate Senator Schumer’s comments about money and 
campaigns and whether—I mean, I know you both want to be con-
firmed. Whether you—regardless of your personal feelings. You did 
not seem to want to share them very much. I understand that. 

But, I do hope that you listen to some of the outrage from this 
Committee and in this country. Even though maybe you cannot 
commit on things now, maybe you do not have all the information 
you need, but there are—I would just hope you would be more sen-
sitive than your answers perhaps suggested, and Ms. Peirce, in 
your case, than your writings suggest in terms of listening to some 
of the inequities and injustices in this society. I will leave it at 
that. 

But, I have a couple of questions for both of you, starting—well, 
for both of you. If we go back to 2009 and you had a blank slate, 
where would you start with financial market reform? Ms. Peirce, 
why do you not start. 

Ms. PEIRCE. Umm—— 
Senator BROWN. Forgetting Dodd-Frank, give us a real quick out-

line of where you would start. 
Ms. PEIRCE. Sure. I think that the key theme would be trying to 

restore responsibility for mistakes to the people who make them. 
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And, so, part of that, for example, in the bank realm, would be 
higher capital for banks to make sure that there is a cushion when 
there is a problem at a bank. So, that would be one example. 

In the securities space, for example, I think some of the reforms 
that are going on now in terms of making sure that disclosures are 
appropriate, so that when someone is looking at a financial firm, 
looking at the filings, someone can actually understand what is 
going on inside that firm. 

So, those would be a couple of the areas that I would address. 
Senator BROWN. Do you tier capital requirements in terms of 

percentages or leverage ratios? Do you tier them so that JPMorgan 
Chase has higher capital standards than the First Bank of Syca-
more, and you are in my home State? 

Ms. PEIRCE. I think simple capital ratios are appropriate. Wheth-
er you tier it by the size of the bank is something that I have not 
personally investigated. I mean, my inclination would be to say 
that you have a standard across the board, but, I would—— 

Senator BROWN. So, a community—— 
Ms. PEIRCE. ——welcome the opportunity to think more about 

that. 
Senator BROWN. Because that—— 
Ms. PEIRCE. You know, I—— 
Senator BROWN. Does that suggest that the First Bank of Syca-

more is a threat—poses the same threat to the stability of our fi-
nancial system as does JPMorgan Chase or Goldman Sachs? 

Ms. PEIRCE. Well-capitalized, well-managed banks do not fail, 
and so I think across the board, even from the perspective of that 
small bank, I think having a good capital cushion is wise manage-
ment. But, again, I mean—— 

Senator BROWN. Ms. Fairfax, where would you start? 
Ms. FAIRFAX. Where to start? I think, actually pulling back for 

a second it is interesting that a lot of what happened seemed to 
center around banks. So, I do think it was right to think about re-
forms in that space. Whether or not it is capital requirements, 
thinking through liquidity concerns and risk assessments, I think 
you asked me a question about board governance, et cetera. I think 
that would be linked to this question about incentives. 

And linked a little bit to Senator Donnelly’s concern about people 
and individuals who are operating in these entities, do they have 
the appropriate incentives to think about long term versus short 
term. I think that is a very important question, and making sure 
that we have appropriate incentives, and looking through the rules 
to think about what the rules say and what kind of directions the 
rules may pull people in, I think it is very important. 

Transparency is critical. I think the crisis taught us that there 
was a lot actually we did not know about what was going on in the 
derivatives space, about the interconnectedness between certain 
markets. And, so, I think it is right to shine more light on that 
space and to get more information connected with that. 

The other thing I think we saw was that agencies and industries 
were operating in their own separate spheres and there was not a 
clear realization that what one market is doing would clearly have 
an impact on what another market is doing. And, so, I think think-
ing through collaboration and coordination, or at least responding 
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to ways that we can collaborate and coordinate and recognize inter-
connectedness is also really important. 

Senator BROWN. A real quick question, and I note Senator 
Merkley has not had a round yet and I know Senator Warren had 
a question, too. 

There is notable representation—this is for both of you, Ms. 
Peirce first—of women and minorities in management positions in 
financial services and among financial regulators. Tell me if you 
think it is important to have policies to improve representation of 
women and minorities at the SEC, and if you do not think so, why 
not. Ms. Peirce. 

Ms. PEIRCE. Certainly, the SEC should take advantage of the 
beautiful diversity that this country has, and I would hope that it 
does. I think if we are confirmed, we will be able to set an example 
as a board that is 80 percent female. 

Senator BROWN. But, you are not suggesting any kind of actions 
to improve those numbers? 

Ms. PEIRCE. Numbers at the SEC? 
Senator BROWN. And on regulators—— 
Ms. PEIRCE. I am not familiar—— 
Senator BROWN. Regulators and staff and—at financial institu-

tions. 
Ms. PEIRCE. Certainly—— 
Senator BROWN. I will give you an example. In your hometown, 

in my hometown, there is a female CEO of Key Bank. She is the 
only female CEO among, I believe, the 25 largest banks in the 
United States. Does the SEC have any—should they have any 
thoughts about helping banks move in the direction of better mi-
nority and women leadership position representation? 

Ms. PEIRCE. Well, Dodd-Frank did put in an Office of Minority 
and Women Inclusion, and so if I were to be confirmed, I would 
want to speak with that office to find out what the efforts are un-
derway. I know that guidance was put out by multiple agencies. I 
believe the SEC was one of those agencies. 

Senator BROWN. Ms. Fairfax. 
Ms. FAIRFAX. My work clearly shows that I think diversity inclu-

sion is important and I think diversity inclusion matters in every 
sector of our economy. When you think about what that looks like 
on the ground, it is not clear, but certainly if I am fortunate 
enough to be confirmed, I would work to make sure that the SEC 
is a leader on this effort in terms of setting the tone, as Ms. Peirce 
said, about what our structure would look like, and, of course, set-
ting the tone about the importance of that work through the Diver-
sity Office that was mandated by Dodd-Frank and, thinking 
through ways in which we can set that tone in other industries. 

Chairman SHELBY. Senator Merkley. 
Senator MERKLEY. Thank you very much, Mr. Chairman. 
And, just to jump right into it, I am very concerned that of the 

rules required by Dodd-Frank, a third have not been finalized and 
there is no clear timeframe. One of the rules that I was specifically 
interested in was the conflict of interest provision. This was the sit-
uation where, essentially, firms were packaging securities to sell to 
clients and then they were taking bets that those very securities 
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they were selling would collapse. In other words, they were selling 
something they knew to be defective. 

And, so, the conflict of interest is just about absolutely stopping 
a predatory practice of designing a product designed to fail and 
then selling it as if it is the best thing since sliced bread, certainly 
not something a firm should be doing. And, yet, the law as written 
says for this section, not later than 270 days after the date of en-
actment, the Commission shall issue rules. 

Is it, Ms. Fairfax, appropriate that the SEC has failed to address 
this fundamental conflict of interest and has failed to follow the 
law written by Congress? 

Ms. FAIRFAX. Thank you for your question. I absolutely think it 
is important that we move to try to enact the mandates under 
Dodd-Frank. I am not, obviously, at the SEC. If I am fortunate to 
be confirmed, I will hopefully get some insights into what the proc-
ess around the rulemaking has been and how we can work to get 
things done in a timely fashion—— 

Senator MERKLEY. That is all very diplomatic, but when Con-
gress says, you shall do something at the SEC, and you are here 
to be a Commissioner at the SEC, do you take that instruction in 
the law seriously and would you work hard to say, yes? And, I real-
ize the Chair sets the agenda, so you do not have full power over 
this, but would you work hard as a Commissioner to say, we here 
on the SEC should follow the law? 

Ms. FAIRFAX. Absolutely. I think the Commission should follow 
the law and the Commission should try to work to comply with 
whatever time commitments are there within the law. 

Senator MERKLEY. Ms. Peirce, do you think the SEC should fol-
low the law? 

Ms. PEIRCE. Yes. 
Senator MERKLEY. Do you find it somewhat embarrassing that 

when the law says 270 days and we are now 6 years later, that 
that is not just a—that is just not a little bit of a miss, but that 
is a complete and utter systemic failure? 

Ms. PEIRCE. I think that the SEC would agree that that is a 
miss. They have had many rulemakings, and so I know that there 
has been a lot of competition for the rulemaking resources, but it 
is a miss. 

Senator MERKLEY. So, you would use your position to say, let us 
do what Congress asked, and sometimes that means, if you will, 
that a rule is not going to go through 10,000 reiterations. It is 
going to get done and out and field tested, and then we can all 
come back to it later and say, well, does it need to be improved or 
not, but that when Congress says it shall be done, you believe it 
should be done? 

Ms. PEIRCE. Yes. I mean, the SEC does have to adhere to the Ad-
ministrative Procedure Act in proposing and adopting regulations, 
which does sometimes take some time. 

Senator MERKLEY. Thank you. 
I am going to turn to the issue of whether owners of companies 

have a right to know how that company is spending their money, 
the owners’ money, on political activity. Ms. Fairfax, do the owners 
of companies have a right to know how the company is spending 
their money on political activities? 
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Ms. FAIRFAX. Thank you so much for your question, and just to 
get back, because I know Senator Brown was also concerned about 
this issue, as are, I understand, many others. On the issue of dis-
closure around political spending, I talked about initially what I 
know were concerns on the other side. I certainly am fully cog-
nizant of the concerns that you are raising, that this is something 
that investors have really asked about, that certain investors abso-
lutely believe it is material, and certainly to the extent what they 
are saying is that they believe it is material, both in terms of the 
type of information they want to know, but also in terms of think-
ing through whether or not spending is occurring in a way that is 
consistent with the corporation’s best interest, then I think that is 
something that, obviously, we need to be taking into account and 
thinking through how best to respond. 

Senator MERKLEY. Ms. Peirce, is spending other people’s money 
and not informing them on political speech, is that still on speech? 

Ms. PEIRCE. A corporation has the ability to spend money with-
out checking every time it spends with its shareholders. Obviously, 
its goal is to increase the value of the corporation. And, the rules 
in terms of disclosure are rules that apply across the board to all 
types of issues, including the issue that you raise. 

Senator MERKLEY. But, there is no rule for disclosure in this area 
and the SEC has refused to do it. Is it not a valid interest of an 
owner to know how political speech is being conducted with their 
money? 

Ms. PEIRCE. Again, as Professor Fairfax noted, there are a lot of 
people who have expressed an interest in that, and if that issue 
were to come up at the SEC, it is one that I would certainly look 
at and listen to the concerns raised by folks who have raised them. 

Senator MERKLEY. You would listen to people, but you do not 
have any opinion on whether a company spending your money— 
you are a stockholder—on political speech without your permission 
is OK? No opinion on that? 

Ms. PEIRCE. In terms of the SEC’s role, the SEC’s role is to get 
information to investors so that they can make their investment 
decisions, and that is the lens through which I would view this. 

Senator MERKLEY. So, it has often been argued that an indi-
vidual who disagrees with the political spending of the company 
can just sell their stock, that it is an easy exit. But, how can that 
individual use that easy exit ramp if they never get information 
about how that company is spending money on political speech? Is 
it not essential to have that information in order for the exit ramp, 
or the on ramp, to be utilized? 

Ms. PEIRCE. Again, I think that the issue of political spending 
should be viewed through the same lens that other disclosure 
issues are in terms of other things that the company is spending 
its money on. 

Senator MERKLEY. Thank you, Mr. Chairman. 
Chairman SHELBY. Senator Warren, do you have further ques-

tions? 
Senator WARREN. I do. Thank you, Mr. Chairman. 
So, I want to focus on this question about who makes decisions. 

Ms. Peirce, your writings suggest that you believe that the SEC’s 
purpose is to empower investors to make their own informed deci-
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sions. For example, in 2014, you wrote that, quote, ‘‘The SEC’s ap-
proach too often entails making decisions for investors rather than 
providing them a framework within which to make their own 
choices.’’ 

In 2013, SEC Chair White gave a speech in which she said that 
the SEC should review corporate disclosure requirements with an 
eye toward eliminating disclosures that the SEC did not think were 
helpful to investors, and you praised that decision in an article, 
writing that Chair White’s speech, quote, ‘‘recognizes that too much 
disclosure can harm the investors for whom it is purportedly de-
signed.’’ 

So, I want to sort this out, because it looks like to me your posi-
tions are directly contradictory. You want the SEC to empower in-
vestors to make their own choices and you do not want the SEC 
to make choices for them. So, why would you want the SEC to be 
the one to decide that certain information is not relevant to inves-
tors? 

Ms. PEIRCE. I think often in the area of disclosure, we want to 
look at the presentation and the balance and make sure that infor-
mation that is important to investors is not lost in a mountain of 
information. 

Senator WARREN. Well, thank you, Ms. Peirce, but that is not my 
question. My question is not whether or not you want to get it or-
ganized in a way that makes sense for people. My question is why 
you would want to cut out information if investors think that it is 
important to them. 

Ms. PEIRCE. I think the goal is, and certainly what my under-
standing of what the SEC is doing through the Disclosure Effec-
tiveness Review, is to try to find out what users of financial state-
ments, what investors who are using financial statements to make 
decisions, what information they need, how investors—— 

Senator WARREN. Wait, what information you think they need or 
what information they think they need? 

Ms. PEIRCE. What the SEC is trying to do is it is trying to get 
information from all of the relevant investors and trying to get as 
much feedback as it can in making those determinations. It is ac-
tively reaching out—— 

Senator WARREN. Well, good. Then, let me ask a question that 
is a follow-up here. If the investor community wants fewer disclo-
sures, that makes perfect sense to me. I completely get that. But, 
investors like getting those disclosures. That seems like a pretty 
good indication that investors find that information relevant to the 
decisions they make. 

So, would you oppose eliminating any disclosures that the inves-
tor community wants to keep? 

Ms. PEIRCE. Yes. I would like to understand who the investor 
community is and I would like to understand, you know, that is im-
portant when you are trying to figure that out. You are trying to 
figure out who has expressed the opinions that they want the infor-
mation, and certainly—— 

Senator WARREN. But, ultimately, what you are driving for, driv-
ing toward, is if the investors want the information, then you 
would say, let us not eliminate it, is that right? 
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Ms. PEIRCE. SEC disclosure is intended to provide the reasonable 
investor the information she needs to make her investment deci-
sion. 

Senator WARREN. OK. But, you have said, let us let the investors 
make the decisions. So, now, let me ask the question the other way. 
If a million investors want the SEC to require public companies to 
disclose corporate political contributions because those investors 
believe that it is relevant information for their investing, will you 
support them, assuming that the contributions are material to the 
company’s finances? 

Ms. PEIRCE. Again, the company should be making disclosures of 
material items. 

Senator WARREN. Well, but I am asking you the question about 
who decides what is important to investors. So, if a million inves-
tors, or, let us pick another number, exactly 1.2 million investors, 
say it is relevant to me as an investor to have this piece of informa-
tion, that is, what corporations are spending in the political realm, 
would you support them in that? After all, you said you thought 
it was important that the SEC not make decisions for investors, 
but rather that you provide a framework for which they could 
make their own decisions. 

Ms. PEIRCE. If a particular disclosure requirement comes up 
while I am at the Commission, if I am confirmed, I would certainly 
look at the letters that came in as well as other people who—— 

Senator WARREN. You are going to be there a long time, because 
there is already, I think, 1.2 million letters. You know, if the SEC 
wants to impose fewer restrictions on investors’ decisions, then 
those investors need robust disclosures so they can make their own 
informed decisions, and you just cannot have it both ways on this 
one. 

I want to raise one other question, and I will be quick on this 
one, Mr. Chairman. After the Enron accounting disaster, Congress 
created the Public Company Accounting Oversight Board, or 
PCAOB. The PCAOB oversees accounting firms to ensure that they 
are not misleading investors and that the public have—not mis-
leading investors or the public about the financial condition of the 
companies that they are auditing. 

The SEC oversees the PCAOB and appoints its five members, in-
cluding the chairman. The term of the current chairman has ex-
pired—it expired in October of last year—and SEC Chair White re-
cently announced the SEC will decide on the next chair as soon as 
the two vacancies on the Commission are filled. 

Now, when it created the PCAOB, Congress required that the 
SEC select its members to serve on the board who are, quote—and 
I want to read this—‘‘prominent individuals of integrity and rep-
utation who have a demonstrated commitment to the interests of 
investors and the public and an understanding of the responsibil-
ities for and nature of the financial disclosures required of the 
issuers under the securities laws and the obligations of accountants 
with respect to the preparation and issuance of audit reports with 
respect to such disclosures.’’ Demonstrated commitment to the in-
terests of investors and the public. 
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So, my question is, Professor Fairfax, if you are confirmed as an 
SEC Commissioner, will you oppose the appointment of a PCAOB 
chairman who does not meet those legal requirements? 

Ms. FAIRFAX. So, certainly, I think that my role, if I am fortunate 
enough to be confirmed as Commissioner, is to follow the law—— 

Senator WARREN. So, you only need one word here. 
Ms. FAIRFAX. [Laughter.] The answer is, to the extent that I 

come to a reasoned judgment that it is the case that someone be-
fore me may not be qualified by whatever the criteria within the 
law is, then I do think it is my obligation to not confirm that per-
son. 

Senator WARREN. So, if they do not have a demonstrated commit-
ment to the interests of investors and the public, you are a no? 

Ms. FAIRFAX. Again, I will follow the law, and to the extent that 
those—— 

Senator WARREN. It is there. 
Ms. FAIRFAX. ——are the things I am supposed to be looking for, 

then that will—— 
Senator WARREN. We already did our part. 
Ms. FAIRFAX. ——impact my decision. 
Senator WARREN. All right. Ms. Peirce, how about you? 
Ms. PEIRCE. If that issue comes up, I will follow the law in apply-

ing it. 
Senator WARREN. Thank you. It is important for this board to 

function as intended and I look forward to the SEC following Con-
gress’ direction and appointing a highly qualified individual to 
serve as the PCAOB’s chairman. 

Thank you, Mr. Chairman. 
Chairman SHELBY. Senator Merkley, you have another question. 
Senator MERKLEY. Yes. I think I have one last question, Mr. 

Chairman. Thank you, Mr. Chairman. 
So, it has been 3 years since the Volcker Rule was finalized, and 

last year, the rule went into effect. The challenge is that it—the 
Volcker Rule sought to distinguish between proprietary trading, 
which was banned, and market making, which is not. The basic 
common explanation of the difference is between when you bet on 
a warehouse full of something, that is proprietary trading. When 
you have a retail outlet with a few loaves of bread for the cus-
tomer, that is market making. 

And, so, there is a boundary necessary to distinguish between 
the two for both the benefit of the companies and the benefit of the 
regulators. However, the final rule did not include specific param-
eters for enforcement and compliance and this lack of clear guid-
ance makes it difficult, not for just those in Congress or the public 
to understand, but for those in the industry and for the regulators. 
What are the metrics that are going to be applied? What are the 
quantitative thresholds that would determine whether or not a 
bank is engaged in proprietary trading, or even what are the prop-
er steps that must be initiated if a bank is to be found noncompli-
ant? 

For enforcement of this boundary, this boundary must be abso-
lutely clear. Would you, Ms. Fairfax, do everything possible in your 
role as an SEC Commissioner to make that boundary between pro-
prietary trading and market making clear? 
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Ms. FAIRFAX. It is a very good question. Obviously in order to en-
force the laws about something, you have got to know exactly what 
they apply to. Volcker obviously just took effect, and so thinking 
about what its impact is is important and how we manage its im-
pact. I do think, if I am fortunate enough to be confirmed as Com-
missioner, I will work with the staff and other parties to try to 
make sure that we are clear on that line, and you are right, it is 
important both for purposes of the industry to understand where 
that line is and also for purposes of regulators to understand, how 
best to monitor whether or not people are stepping over that line. 

Senator MERKLEY. Ms. Peirce this concern, which is important to 
the financial firms and to the regulators so that they all know the 
rules of the game, do you support a clear definition, understanding, 
boundary, between market making and proprietary trading? 

Ms. PEIRCE. Yes. I think it’s important to write clear rules that 
enable people to behave, knowing that they are in compliance with 
the law, and then for the enforcers to know how to enforce the rule. 

Senator MERKLEY. Do you anticipate that you would contribute 
to the conversation about how to make this boundary clearer for 
the sake of all involved? 

Ms. PEIRCE. Yes. I certainly would welcome the opportunity to 
work with the staff, who have been looking at this in detail, and 
with my fellow Commissioners if I were to be confirmed. 

Senator MERKLEY. Thank you. 
Chairman SHELBY. We thank all of you for your appearance here 

today. We will try to get the Committee together as soon as we can 
and try to move you to the floor and go from there, your nomina-
tions. 

There has been a lot said here today about following the law. 
That is important. But, I hope that the President will follow the 
law, the Dodd-Frank Act, which Senator Warren had a lot of influ-
ence in. It has been nearly 6 years, and he could appoint a member 
of the Board of Governors to be the Vice Chair of the Fed that we 
could have some interaction and some dialog with on regulatory af-
fairs, both ways. He has not done that yet. I hope he will follow 
the law, and I hope you will follow the law. 

Thank you very much. 
[Whereupon, at 12:04 p.m., the hearing was adjourned.] 
[Prepared statements, biographical sketches of nominees, re-

sponses to written questions, and additional material supplied for 
the record follow:] 
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PREPARED STATEMENT OF MATTHEW RHETT JEPPSON 
TO BE DIRECTOR OF THE U.S. MINT 

MARCH 15, 2016 

Thank you, Mr. Chairman, Senator Brown, and distinguished Members of the 
Committee. I am honored to appear before you today. Thank you for your time— 
and I would like to thank President Obama for the trust he has placed in me by 
nominating me to serve as the United States Mint’s 39th Director. 

Although they were not able to be here with me today, I want to acknowledge my 
wife Renee and our children—Holly, Heidi, Hayden, and Hans. 

Before I outline some of the initiatives I would prioritize if I have the privilege 
of being confirmed as the next Director of the United States Mint, I would like to 
share with the Members of the Committee a little about my background and how 
my professional experiences have prepared me for the position. 

My life and career have not always followed a conventional, predictable path. I 
moved to Florida from Utah when I was 16 and graduated from the University of 
Florida with a degree in history. After college I was commissioned in the United 
States Marine Corps, where I served as an infantry officer. 

My service as a Marine—from those early days leading Marines in combat, 
breaching into Kuwait during Desert Storm, to my service as the Deputy Director 
of Operations for United States Forces in Afghanistan—developed in me a profound 
love of the Corps and its Marines. They are truly are my brothers and sisters. In 
January, I retired from the Marine Corps with nearly 28 years of combined active 
and reserve service. These years of service have influenced who I am, shaped how 
I interact with my colleagues, and imbued in me an approach to leadership and 
management that I believe will be an asset to the United States Mint if I am con-
firmed. A constant thread throughout my career has been a focus on, and commit-
ment to, individuals and how they fit into the larger organization—from the Marine 
on the ground to the Mint employee on the manufacturing floor making coins. 

During my last deployment to Afghanistan, I served as Deputy Director of Oper-
ations for United States forces leading up to and during the troop surge in 2009 
and 2010. These were enormous, complex military operations that gave me valuable 
skills for leading the United States Mint’s workforce of approximately 1,700 dedi-
cated men and women here in Washington and at five facilities across the country— 
Philadelphia, West Point, Fort Knox, Denver, and San Francisco. 

Mr. Chairman, in the early 1990s, my life and career took an unexpected turn 
when my father, who was running a small construction business, became seriously 
ill and I assumed responsibility for running the business for a number of years. I 
was young at the time and faced a steep learning curve. But I felt like it was my 
duty to my family to see it through while my Dad recovered. The experience gave 
me valuable skills that help me relate to employees at the United States Mint 
across our facilities, who range from marketing specialists to graphic designers, 
sculptors, die setters, press operators, IT specialists, financial analysts, engineers, 
police officers, human resources specialists, and other functions. 

Later, I served as Florida’s Director of State Purchasing. While overseeing $12 bil-
lion in State contracts, we developed a new electronic procurement system and 
modified the way we bought goods and services, saving the State millions of dollars 
by leveraging technology to make the State more efficient and accountable. 

Before coming to the United States Mint, I was the Acting Chief Operating Officer 
at the United States Small Business Administration (SBA), overseeing all aspects 
of the agency’s disaster relief and risk management efforts, personnel, facilities, in-
formation technology, and equal opportunity programs. 

I was also proud to serve as the Associate Administrator for Veterans’ Business 
Development at SBA for 2 years, helping Veterans conceive, fund, start, build, and 
grow their own businesses. I assumed responsibility for an office that was facing 
major challenges at the time. With the help of my team, we transformed the office, 
making it a model of cooperation for SBA by using public–private partnerships be-
tween educational institutions and corporations to leverage scarce resources and 
make enormous strides for Veterans seeking to start small businesses. 

Mr. Chairman, since January 2015, I have had the honor of serving as the Prin-
cipal Deputy Director of one of our country’s oldest and most venerable public insti-
tutions. Congress established the United States Mint early in the life of our republic 
in 1792; making coins is one of the explicit powers given to Congress by Article I 
of the Constitution. We have a rich history and important role in the financial and 
commercial fabric of our country. 

David Rittenhouse—renowned American astronomer, inventor, clockmaker and 
close friend of George Washington—was the first Mint director. Rittenhouse believed 

VerDate Nov 24 2008 11:06 Jul 27, 2016 Jkt 046629 PO 00000 Frm 00043 Fmt 6621 Sfmt 6621 L:\HEARINGS 2016\03-15 NOMINATIONS\HEARING\31516.TXT JASON



40 

that coin design was a form of art. And President Theodore Roosevelt, who person-
ally commissioned the redesign of American coinage early in the 20th century, be-
lieved that coin design should reflect our history, values, and heritage. The beliefs 
of Rittenhouse and President Roosevelt live on today in our employees and in the 
products we offer. 

Nearly 225 years after its founding, the modern United States Mint is a vibrant, 
efficient, and lean organization. General and administrative costs in fiscal year 2015 
decreased by 9 percent compared to fiscal year 2014 and 46 percent compared to 
fiscal year 2009. And although circulating coinage operations grew to meet increased 
Federal Reserve Bank demand, we decreased the overhead costs at our manufac-
turing facilities by 4 percent compared to fiscal year 2009. 

In fiscal year 2015, the United States Mint returned $550 million in circulating 
seigniorage—the difference between the face value and cost of producing circulating 
coins—to the Treasury General Fund. In fact, the Federal Reserve’s demand for cir-
culating coinage is at its highest level since 2006. This tells us that coins are still 
very relevant and that our mission at the United States Mint is as important as 
ever. 

To meet the public demand, we are recruiting more talented and hard-working 
professionals to join our ranks, including military Veterans, and investing more in 
their training, development, and advancement. Veterans currently make up 35 per-
cent of our workforce across the Mint. Since I became the Mint’s Principal Deputy 
Director, we are continuing to exceed our goal that 40 percent of all new hires be 
Veterans. 

All of this progress over the last 5 years is a testament to the commitment of our 
employees, as well as the leadership of Secretary Lew and Treasurer of the United 
States Rosie Rios. I assure you that I intend to remain on this sound financial path 
if confirmed as the Mint’s next Director. 

Mr. Chairman, when I came to the agency in January 2015, the first thing I want-
ed to do was to hear from our employees about their jobs—what they appreciate, 
what they would like to change about the organization, and how I could help. I set 
out to visit each facility and meet face-to-face with as many employees as I could. 
Their advice and ideas helped me set priorities for the bureau, such as helping all 
our employees get the training they need to advance their careers. This investment 
in human capital will not only address the demographic challenges associated with 
an aging workforce but will also help us to continue to meet the increased demand 
for coinage. 

Soon after I came to the Mint, it became apparent that our employees would be 
better served if all our human resources functions were aligned under the Workforce 
Solutions Department at headquarters, allowing the sharing of resources and devel-
opment of technical expertise. This realignment led to benefits such as HR Solution 
Centers—small teams of experts who foster knowledge management and create con-
sistency across the organization. 

Mr. Chairman, to satisfy the Nation’s demand for numismatic coins, it is impor-
tant that we take advantage of every opportunity to improve the experience of the 
American consumers who buy our products while exercising prudent stewardship of 
the public resources that are entrusted to us. As a part of our commitment to em-
bracing a culture of continuous improvement in all aspects of our operations, we 
have invested in two significant technological innovations that are already showing 
positive results for our customers and our mission. First, in July 2015, we launched 
a new mobile app—MyUSMint—a first for the bureau. It allows smart phone users 
to learn about Mint history and order our products from their phones. The app pro-
vides an important new method for the public to interact with the Mint. It netted 
nearly $550,000 in sales within its first few weeks of operation and has received 
a very high user rating. 

The new online catalog and order management system deployed in the fall of 2014 
was a much-anticipated overhaul of a 14-year-old legacy system. This new system 
includes: 

• an enhanced customer experience with advanced functionality; 
• a more responsive Web site; 
• improved order tracking and issue resolution; 
• better order status transparency; and 
• improved access to the product catalog from all types of devices 
This new, end-to-end solution offers cost and processing efficiencies and greater 

opportunities to capitalize on retail and e-commerce industry best practices. As of 
March 7, the new system had processed more than $548 million in sales and 
shipped approximately 6.8 million products to customers. 
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Both of these technological innovations have presented unique opportunities to 
better engage with our customers and the general public. We are changing as an 
organization to better serve our customers and using modern technology such as so-
phisticated robotics for packaging and enhanced manufacturing processes at the 
plants to improve our operations and invest in our employees and their safety. 

Mr. Chairman, the United States Mint is a lean, cost-effective, transparent orga-
nization. We accomplish our core mission to produce circulating coins, precious 
metal bullion coins, and collector coins and medals to meet the needs of the Nation 
and protect our national precious metals reserves. If I am confirmed as the Mint’s 
next Director, I pledge to continue meeting that core mission. 

I believe the United States Mint reflects the very best of our Nation. Our motto— 
Connecting America Through Coins—has real meaning, since the designs, themes, 
and subjects depicted on our coinage represent our shared values, history, and cul-
ture—who we are and what we believe to be important as a country. 

If I have the privilege of earning the Senate’s confirmation as the next Director 
of the United States Mint, I pledge to all of you that I will fulfill my responsibilities 
with pride and integrity. I will never forget that I serve the public and will always 
strive to uphold the trust placed in me by the President of the United States and 
the Members of this Committee. I also look forward to working with this Committee, 
the Senate as a whole, and the House of Representatives to serve the American peo-
ple. 

It has truly been an honor to serve with my colleagues at the United States Mint 
for the past 14 months. I thank you all, once again, for your time, interest, and con-
sideration. I appreciate the opportunity to speak with you today and look forward 
to your questions. 
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PREPARED STATEMENT OF LISA M. FAIRFAX 
TO BE A MEMBER OF THE SECURITIES AND EXCHANGE COMMISSION 

MARCH 15, 2016 

Chairman Shelby, Ranking Member Brown, and Members of the Committee, 
thank you so much for giving me the opportunity to speak with you today. It is an 
incredible honor and privilege to appear before you as one of the President’s nomi-
nees to be a Commissioner of the Securities and Exchange Commission. 

Before I begin my remarks, I would like to briefly introduce my family members 
who are here with me. I am grateful to be joined today by my husband, Roger Fair-
fax, my three daughters, Fatima, Regina, and Nadia, my mother Elizabeth White, 
my mother-in-law Charlene Fairfax, my brother-in-law Justin Fairfax, and my sis-
ter-in-law Jennifer Fairfax. I have a large extended family and want to thank all 
of them, as well as all of my friends, for their incredible and continued support. I 
also would like to congratulate Hester Peirce who, like me, is here today as a nomi-
nee to serve on the Commission. 

I sit before you today because I believe deeply in the importance of robust and 
healthy securities markets. I also believe deeply in the SEC’s three part mission to 
protect investors, maintain fair, orderly, and efficient markets, and facilitate capital 
formation. I am honored and humbled by the prospect of potentially serving the Na-
tion and its investors alongside the Chair, the other Commissioners, and the many 
staff members who work tirelessly to support the vital work of the SEC. 

As a law professor, over the last 15 years I have had the privilege of teaching 
Corporations and Securities Law to the next generation of practitioners, judges, and 
regulators, so that they can understand the increasingly complex world in which 
companies must operate, markets must perform, and regulators must monitor. My 
teaching, along with my research and writing in these areas, have given me a deep 
understanding of the issues confronting the SEC, as well as a strong desire to help 
tackle those issues head on. My research and work with organizations such as the 
American Bar Association and FINRA have taught me the importance of engaging 
a variety of diverse perspectives when seeking to develop solutions to complex prob-
lems. I look forward to such engagement if I am fortunate enough to be confirmed. 

Importantly, I believe that the SEC’s three-part mission statement is more than 
a statement; it is a set of guiding principles that should shape every aspect of the 
agency’s activities. It is also a set of principles that must work together. 

I believe the SEC’s work must be aimed at ensuring that investors are protected 
at all times, and that investors have confidence in the markets and the financial 
system. 

The SEC also has a responsibility to facilitate access to needed capital for all par-
ticipants in the market, from the corporation and small business owner in need of 
cash and credit, to the individual investing to support a family, finance a child’s 
education, or ensure a comfortable retirement. 

And all of these participants need assurances that their capital is safe and secure, 
which is why the SEC has a responsibility to maintain markets that are orderly, 
efficient, and fair. Everyone needs to play by the same rules, and there must be 
strong repercussions for those who break them. 

Thank you again for the opportunity to appear before you today. If I am con-
firmed, I will work tirelessly to maintain the confidence that the President, this 
Committee, and the Senate will have shown in me. I look forward to answering any 
questions you may have. 
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PREPARED STATEMENT OF HESTER MARIA PEIRCE 
TO BE A MEMBER OF THE SECURITIES AND EXCHANGE COMMISSION 

MARCH 15, 2016 

Chairman Shelby, Ranking Member Brown, and Members of the Committee, I am 
honored to appear before you today as one of the President’s nominees to serve as 
a member of the U.S. Securities and Exchange Commission. It is a particular privi-
lege to be considered for the SEC together with Professor Lisa Fairfax. 

My desire to serve at the SEC is motivated by the conviction that the capital mar-
kets help unlock people’s potential. Investors build their retirement nest eggs, their 
downpayments, and their children’s college funds. Vibrant capital markets find and 
fund individuals and companies with brilliant ideas that can enhance people’s lives 
and the Nation’s prosperity. 

My belief in the capital markets’ ability to enrich our communities is built on les-
sons I have learned at the Peirce family dinner table, in classrooms at Case Western 
Reserve and Yale, and from mentors and colleagues throughout my career. 

In the field of securities law, I found a natural way to combine my undergraduate 
degree in economics, my law degree, and my elementary school hobby of plotting 
stock prices. I wrote rules for investment companies and investment advisers as a 
staff attorney in the SEC’s Division of Investment Management. I then worked for 
Commissioner Paul Atkins. Following my time at the Commission, I had the honor 
of working for then Ranking Member Shelby on the staff of this Committee. In all 
of these roles, I learned the importance of carefully crafted and well enforced laws 
and regulations in maintaining strong capital markets. 

At the Mercatus Center at George Mason University, my colleagues share my pas-
sion for high-quality regulation and sound regulatory process. I have learned much 
from their careful scholarship. 

Another set of lessons—this time about how to use regulation effectively to edu-
cate, protect, and empower investors—has come from my fellow members of the 
SEC’s Investor Advisory Committee. 

I would welcome the opportunity to apply these lessons to protect America’s inves-
tors, preserve the integrity of our financial markets, and facilitate innovation and 
economic growth. 

Thank you for allowing me to appear before you today. I look forward to answer-
ing your questions. 
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RESPONSES TO WRITTEN QUESTIONS OF SENATOR BROWN 
FROM MATTHEW RHETT JEPPSON 

Q.1. For more than 30 years, Congress has required that the Mint 
use only gold or silver mined within the U.S. in the past 12 months 
in any gold or silver coins, medals, or bullion. I support sourcing 
materials from U.S. companies, but I am concerned that the arbi-
trary time window and limitation to newly mined metals unneces-
sarily restricts the Mint’s acquisition processes and undermines the 
Mint’s efforts to produce the highest quality products in the most 
cost-effective way. 

As Director of the Mint, would you consider acquiring metal for 
bullion from mines and other U.S. sources, including recycled metal 
facilities, if permitted by Congress, provided quality was main-
tained? 
A.1. Yes. Currently, provisions in sections 5112 and 5116 of title 
31, United States Code, require that any gold and silver purchased 
by the United States Mint (Mint) be from domestic natural deposits 
and that it be acquired within 1 year after the month in which the 
ore from which it was derived was mined. 

The Mint’s Office of Procurement, working in close collaboration 
with our Manufacturing Department, ensures that all of the gold 
and silver that the Mint purchases meets the Mint’s stringent qual-
ity requirements, which cover such factors as purity and the grain 
size of the metal. If the law were changed to allow the Mint to pur-
chase gold and silver from other U.S. sources, the Mint would con-
sider all possible bullion blank sources permitted by law, including 
those from recycled metal facilities that would meet the Mint’s 
quality requirements. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR CRAPO 
FROM LISA M. FAIRFAX 

Q.1. I am interested in learning more about the policy issues raised 
in the amicus brief you signed in the Trinity Wall Street v. 
Walmart case. It is my understanding that the Trinity’s share-
holder proposal sought to have the Walmart board of directors ad-
dress policies that could shape what products are sold at Walmart, 
such as high capacity rifles. 

Where do you draw the line on shareholder proposals that seek 
to shape social policy and the ordinary business operations of a 
company? 
A.1. My signing of the amicus brief in this case did not signal my 
taking any position on the underlying issue, or on a particular com-
pany or industry. Instead, my signing reflected my belief in the 
broader corporate governance principle that shareholder proposals 
must continue to strike a careful balance between boards and 
shareholders. Consistent with this balance, I believe that the ap-
propriate line for shareholder proposals is one that allows boards 
and managers the discretion to oversee corporate affairs and imple-
ment day-to-day policies, but that also gives shareholders the abil-
ity they have been granted under Rule 14a-8 of the Securities and 
Exchange Act to communicate with the board regarding issues of 
significance. 
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Q.2. In its decision in 2015 the Third Court used a two-part test: 
(1) whether the proposal focuses on a significant policy; and (2) if 
so, whether that policy transcends the company’s ordinary business 
operations. 

What is the practical effect of this two-part test on the SEC ordi-
nary business exclusion? 
A.2. I have not had the opportunity to assess the practical impact 
of the Third Circuit’s test on the ordinary business exclusion. How-
ever, in a 1988 Release, the SEC explained that proposals under 
Rule 14a-8(i)(7) relating to ordinary business matters that focus on 
‘‘significant social policy issues . . . would not be considered to be 
excludable because the proposal would transcend the day to day 
business matters.’’ As a general matter, therefore, a test examining 
whether a proposal focuses on significant policy issues, and wheth-
er such issues transcend ordinary business matters, appears con-
sistent with SEC guidance on this matter. I also understand that, 
following the Third Circuit’s opinion, the SEC staff has reaffirmed 
its view that shareholder proposals focusing on significant policy 
issues are not excludable under Rule 14a-8(i)(7) because such pro-
posals would transcend day-to-day business matters. The SEC staff 
also has reiterated that it would continue to apply the SEC’s prior 
interpretative approach under Rule 14a-8(i)(7) when considering 
whether proposals are excludable. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR CORKER 
FROM LISA M. FAIRFAX 

Q.1. If you are confirmed as a Commissioner and the SEC Chair 
presents a rule being developed for your consideration, how would 
you go about forming a position on the rule? If the rule presented 
addresses a regulatory principle you fundamentally disagree with, 
would that change your approach? 
A.1. If confirmed, and a rule is presented for my consideration, I 
would form my position by gathering as much information as I 
could to learn about the issues in the rule. I also would form my 
position by listening to the views of investors, corporations and 
their advisors, my fellow Commissioners and the SEC staff, and 
others with expertise and experience relevant to the rulemaking ef-
fort. My approach would remain the same for any rulemaking ef-
fort, and thus would not change based on the regulatory principle 
addressed by the rule. 
Q.2. Can you envision an instance in which you would vote in favor 
of a rule that does not comport with your ideology but fits with the 
SEC’s mission? 
A.2. Yes, if I am confirmed as Commissioner, my rulemaking ef-
forts will not be dictated by my personal preferences or interests, 
but instead by the extent to which a rule is mandated by Congress 
and is otherwise consistent with the SEC’s three-part mission. 
Q.3. Do you believe there are circumstances in which the SEC 
should not implement and enforce statutorily required rules? If so, 
what are those circumstances? 
A.3. I believe the SEC has an obligation to follow the law, and that 
the SEC must do its best to implement and enforce mandated rules 
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in a manner that is responsible and consistent with the SEC’s mis-
sion. While it may be appropriate for the SEC to voice concerns 
when it appears that a particular rule may be inconsistent with the 
SEC’s mission or otherwise unworkable, I do not believe this ne-
gates the SEC’s obligation to follow the law. 
Q.4. What role do you believe the SEC should play in increasing 
corporate board diversity? 
A.4. I believe the SEC has a responsibility to ensure that share-
holders receive material information about a company and its oper-
ations. I understand that there are competing views about the im-
pact of board diversity, including evidence indicating that diverse 
boards may behave similarly to nondiverse boards. However, I also 
understand that there are investors who believe that board diver-
sity has a material impact on a corporation’s governance, decision 
making, and bottom line. For such investors, disclosure about a 
corporation’s diversity practices and current status enables them to 
make more informed voting and investment decisions. Thus, I sup-
port SEC efforts to provide shareholders with sufficient information 
on this issue. 
Q.5. How do you view the SEC’s role in overseeing the U.S. equity 
market structure? What changes, if any, do you believe should be 
made? 
A.5. I believe maintaining and enhancing the high quality of the 
U.S. equity markets is critical to the SEC’s mission. Markets have 
undergone sweeping changes from manual markets to the current 
environment in which trades occur at high frequencies in a diver-
sity of trading venues. While these changes may be beneficial, they 
also raise important questions. I believe it is imperative that the 
SEC have a deep appreciation for the current structure of our eq-
uity markets so that it is in the best position to oversee those mar-
kets. If confirmed, it would be a top priority for me to continue the 
SEC’s engagement in efforts that comprehensively review the eq-
uity markets. It also would be a priority for me to monitor and 
work on the process for developing and implementing a consoli-
dated audit trail. I believe that establishing a consolidated audit 
trail will significantly enhance the ability to oversee and analyze 
trading activity, and enforce the rules. While there is potential for 
reform in a variety of other areas, I believe the results of the SEC’s 
review will provide important insights about how such reform ef-
forts should take shape. If confirmed, I would look forward to those 
results, and to working diligently toward needed reforms with the 
SEC staff and other interested parties. 
Q.6. How would you approach consideration of a rule brought up 
by the Chair that attempts to increase capital formation? 
A.6. If confirmed, my approach for consideration of any rule would 
be to gather as much information as I could about the issues in the 
rule, and to listen to the perspectives and concerns of those inter-
ested in, and impacted by, the rule. Facilitating capital formation 
is one of the three components of the SEC’s mission. Therefore, if 
I am confirmed, I believe an essential aspect of my work would be 
to actively consider ways in which the SEC can facilitate access to 
capital for all market participants. I also believe that the SEC 
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should work to advance each aspect of its three-part mission. Thus, 
if I am asked to consider a rule related to capital formation, I also 
would carefully consider how the rule impacts investors and the 
markets. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR KIRK 
FROM LISA M. FAIRFAX 

Q.1. There is no question that in the decade since Regulation NMS 
was adopted, U.S. trading markets have evolved considerably. I am 
pleased to see the Commission considering alternatives to the cur-
rent structure, such as the implementation of the Tick Size Pilot 
program for smaller companies that is anticipated this fall. How-
ever, there are many structural items in need of review or consider-
ation: access fees, market fragmentation, market data, and trade- 
at proposals to name a few. Should you join the Commission, will 
you commit to follow through on Chair White’s pledge to look holis-
tically at the equity markets and move toward needed reforms? 
A.1. I believe maintaining and enhancing the high quality of the 
U.S. equity markets is critical to the SEC’s mission. If confirmed, 
it would be a top priority for me to continue the SEC’s engagement 
in efforts that comprehensively review the equity markets, and to 
work diligently toward needed reforms. 
Q.2. Each of the current SEC Commissioners, in addition to former 
Commissioners Gallagher and Aguilar, have publicly called for the 
Commission to focus on completion of rules governing the security- 
based swap market, as mandated by Title VII of the Dodd-Frank 
Act. While I share concerns about the structure and benefits of 
Title VII, I also agree that continuing to delay these rulemakings 
only perpetuates market uncertainty. Given that the CFTC com-
pleted its rules 2 years ago, do you view the completion of Title VII 
rulemakings as a priority for the Commission? 
A.2. Yes, I believe completing the rulemaking mandates under 
Dodd-Frank or otherwise mandated by Congress should be a top 
priority for the Commission. 
Q.3. When questioned about the Department of Labor’s fiduciary 
proposal, you indicated that protecting access to quality and appro-
priate advice is important, particularly for middle and lower in-
come investors. Given that investor protection is paramount to the 
SEC’s mission, how should the SEC act to preserve access to qual-
ity, affordable investment advice if the DOL’s final rule results in 
the crowding out of such access for low- and middle-income inves-
tors? Do you believe that the rule as currently proposed would af-
fect these investors’ ability to access advice? 
A.3. I believe that an appropriate fiduciary duty rule for broker- 
dealers rule is essential for ensuring that investors are protected. 
I also believe that any rule in this area must ensure that investors 
have access to quality, affordable investment advice that ade-
quately considers their needs. It is also important that investment 
advice is transparent and free from inappropriate conflicts of inter-
ests. I have not seen the final version of the Department of Labor 
rule and thus I cannot speak to the impact it may have on inves-
tors’ ability to access advice. However, I understand that concerns 

VerDate Nov 24 2008 11:06 Jul 27, 2016 Jkt 046629 PO 00000 Frm 00099 Fmt 6602 Sfmt 6602 L:\HEARINGS 2016\03-15 NOMINATIONS\HEARING\31516.TXT JASON



96 

have been raised about the extent to which the DOL rule would 
limit access to quality investment advice, particularly for lower- 
and middle-income investors. I also understand that the SEC con-
sulted with the DOL staff about these and other concerns. I believe 
this kind of consultation and coordination is critical, and will help 
to ensure that issues involving investor access and protection are 
considered. I also believe that if a DOL rule is finalized and imple-
mented, the SEC should continue to coordinate with the DOL to 
monitor the rule’s impact, and that the agencies should work to-
gether to determine appropriate responses if concerns emerge. I 
also recognize that, consistent with Section 913(f) of the Dodd- 
Frank Act, the SEC staff has studied this issue, and the SEC has 
begun its own rulemaking efforts in this area. I believe that the 
SEC’s efforts must be mindful of any DOL rule, and that the SEC 
must attempt to minimize any conflicts, confusion, or inconsist-
encies, while also ensuring that any rule it develops is consistent 
with the goals of protecting investors and ensuring their ability to 
access appropriate investment advice. If confirmed, I look forward 
to engaging on this effort at the SEC, coordinating with DOL on 
their efforts, and working to make certain that unnecessary costs 
or burdens are not imposed on investors or other market partici-
pants. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR SASSE 
FROM LISA M. FAIRFAX 

Q.1. In your opinion, under what circumstances might it be appro-
priate for national securities regulations to preempt blue sky laws? 
Why? 
A.1. As an initial matter, determining the appropriateness of a reg-
ulation seeking to preempt blue sky laws requires consideration of 
whether such preemption is consistent with governing legal and 
statutory principles. Beyond such consideration, I believe whether 
any SEC regulation (including a regulation aimed at preempting 
blue sky laws) is appropriate depends upon whether such regula-
tion is consistent with the SEC’s three-part mission. Thus, if a reg-
ulation calling for preemption is not consistent with investor pro-
tection, the maintenance of fair, orderly, and efficient markets, and 
the responsibility to facilitate capital formation, then such preemp-
tion is not warranted. 
Q.2. Does anything need to be done to improve the use of cost-ben-
efit analysis at the SEC? If so, will you commit to advocating for 
taking these steps? 
A.2. Consistent with SEC guidance on this issue, I believe that 
carefully analyzing the potential economic consequences of a pro-
posed rule (including its costs and benefits) is a critical aspect of 
sound rulemaking. I understand that the SEC has made efforts to 
enhance its economic analysis of rulemaking, including reviewing 
its cost-benefit approach, hiring economists, and engaging in more 
expanded economic analysis when necessary. I believe it is impor-
tant to continually monitor this effort to ensure that economic anal-
ysis is appropriately tailored to each rulemaking effort. If con-
firmed, I will commit to working with the SEC staff, particularly 
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the Division of Economic and Risk Analysis, to ensure that SEC 
guidance in this area is appropriate, and that adjustments are 
made when necessary. 
Q.3. I’d like to ask you more about the SEC’s mission ‘‘protect in-
vestors, maintain fair, orderly, and efficient markets, and facilitate 
capital formation.’’ 

What factors should dictate the SEC’s rulemaking schedule? 
Does the SEC’s rulemaking schedule reflect the right balance be-

tween focusing on these three missions? If not, how would you 
change it? 
A.3. I believe that the SEC’s three-part mission should represent 
a set of guiding principles that shape every aspect of the SEC’s 
work, including its rulemaking schedule. I also believe that those 
principles must work together, and that every effort should be 
made to focus on all three of those principles when engaging in 
rulemaking. I understand that much of the SEC’s recent rule-
making agenda has been dictated by the need to comply with the 
Congressional mandates under the Dodd-Frank Act. If confirmed, 
I would work to ensure that the SEC diligently and responsibly 
completes these mandates as well as work to ensure that rule-
making reflects an appropriate balance of its three-part mission. 
Q.4. Former SEC Commissioner Dan Gallagher has said that 
‘‘issues specific to small business capital formation too often remain 
on the proverbial back burner. This lack of attention doesn’t just 
harm small business; it also harms investors and the public at 
large.’’ Do you agree? 
A.4. Because I am not employed at the SEC, I am not privy to the 
manner in which specific issues have been prioritized. However, I 
do agree that small businesses are important to investors and play 
a critical role in our economy. I also agree that the SEC must pay 
appropriate attention to the capital formation needs of small busi-
nesses. 
Q.5. Will you commit to actively pursuing the ‘‘capital formation’’ 
mission as a Commissioner? If so, how? For example, should the 
SEC do more to encourage public IPOs? Should the SEC do more 
to scale regulations for smaller firms? 
A.5. Facilitating capital formation is one of the three components 
of the SEC’s mission. Therefore, if confirmed, I will commit to ac-
tively considering ways in which the SEC can facilitate access to 
capital for all participants in the market, including smaller firms 
which play a critical role in job growth. I believe that considering 
ways in which the SEC can bolster the public IPO market is impor-
tant. I also believe it is important to consider ways to facilitate re-
sponsible capital formation through private placements and other 
innovate sources. 

I believe the SEC must consider how any rule impacts different 
market participants, and make appropriate adjustments. This 
means that the SEC must consider whether and to what extent 
regulations should be adjusted in order to take into account their 
impact on smaller firms. Prior SEC rules have been adjusted to ac-
commodate the special concerns of smaller firms and, if confirmed, 
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I would expect the SEC to continue making such adjustments when 
appropriate. 
Q.6. I’d like to ask about the SEC’s use of Administrative Law 
Judges: 

Under what circumstances is it appropriate for the SEC to send 
cases to Administrative Law Judges? 

Do you have constitutional concerns with ALJs? 
Is there a risk that ALJs have an improper pro-SEC bias? 

A.6. I believe that enforcement is essential to the SEC’s mission, 
and is necessary to protect investors, maintain investor confidence, 
and ensure that capital formation occurs under market conditions 
that are fair. It, therefore, is important that investors have con-
fidence that the SEC is fairly enforcing the laws. On the one hand, 
I understand that process and fairness concerns have been raised 
about the SEC’s use of Administrative Law Judges. I believe that 
the SEC must be mindful of those concerns and find appropriate 
ways to respond to them. The SEC must be especially mindful of 
the issue of bias, both real and perceived. Thus, I support the deci-
sion to make a careful determination about the kind of cases being 
sent to ALJs as well as the decision to reiterate the process and 
rationale for sending cases to ALJs. I also support the decision to 
enhance the evidentiary rules for ALJs. Each of these actions 
brings greater transparency to the process and, if confirmed, I 
would continue the effort to do so. On the other hand, I do believe 
it is appropriate to make use of ALJs. Many agencies use ALJs for 
reasons of efficiency, greater expertise, and shorter timelines for 
resolution. Moreover, ALJ decisions can be appealed to Federal 
courts. In light of these benefits and Federal court review, it makes 
sense for the SEC to use ALJs in appropriate circumstances so long 
as the SEC is mindful of the concerns and risks associated with 
such use and takes steps to appropriately address them. 

On the issue of constitutional concerns, I am not a constitutional 
law scholar, but I am mindful that such concerns have been raised 
and that courts have resolved the issue in different ways. Because 
this is an issue that is still being resolved in court, I do not think 
it is appropriate for me to comment further. 
Q.7. I’d like to obtain more information about your approach to se-
curities regulations. 

Is there a risk that regulations can give large incumbent firms 
a competitive advantage over smaller farms? If so, what can be 
done to mitigate this risk? 
A.7. I believe regulations can impact different market participants 
differently, and thus there is a risk that regulations can impact 
smaller firms differently. The SEC should take steps to understand 
any potential differences in order to account for them in the rule-
making process. I believe the best way to account for these dif-
ferences, including with respect to smaller firms, is to carefully 
consider the potential impact of a regulation by getting input from 
firms, their advisors, and other interested parties. In addition, the 
SEC must be willing to make adjustments to account for any prob-
lematic impacts. Prior SEC rulemaking efforts have sought to as-
sess the impact on smaller firms. Moreover, the SEC has made ad-
justments to rules in order to accommodate the special concerns of 
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smaller firms. If confirmed, I would expect the SEC to continue 
making such adjustments when appropriate. 
Q.8. Is it ever appropriate for the SEC to engage in ‘‘merit review’’ 
of investment choices, where the SEC would elevate its evaluation 
of a particular investment over the evaluation of a private inves-
tor? 
A.8. The Federal securities laws are not based on merit review, but 
rather are based on the notion that investors are best protected 
when they are provided with clear and effective disclosure, and can 
make informed investment choices. From this perspective, the SEC 
should focus on ensuring that investors have access to appropriate 
information so that they can make their own evaluations. 
Q.9. Is it appropriate—in the words of Chair White—to ‘‘effectuate 
social policy or political change through the SEC’s powers of man-
datory disclosure’’? 
A.9. While I recognize that disclosure can and does have an impact 
on market participants, I believe that the purpose of disclosure is 
to provide shareholders with information necessary to make in-
formed voting and investment choices. 
Q.10. Is there a danger that disclosure requirements become so vo-
luminous that they become unhelpful to investors? If so, what can 
be done to avoid this problem? 
A.10. Disclosure should be clear and aimed at ensuring that inves-
tors have sufficient information to make informed decisions. One 
challenge for disclosure requirements is determining what con-
stitutes ‘‘sufficient’’ information, particularly given the potential for 
too little information as well as the potential that information may 
be too voluminous for investors to appropriately digest. I under-
stand that the Chair has asked for a comprehensive review of exist-
ing disclosure rules, and I believe that insights gained from that 
review will help determine areas of concern and how best to re-
spond. 
Q.11. I’d like to explore your views on ‘‘accredited investors.’’ 

Should the SEC consider expanding the definition of ‘‘accredited 
investor’’ beyond mere investor income and assets to also include 
investor expertise, such as possessing a graduate degree in a re-
lated field? 

How should the SEC strike the balance between investor protec-
tion and investor freedom when it comes to the definition of accred-
ited investor? 
A.11. I believe that the SEC should consider changes to the current 
accredited investor definition. The definition is essential for inves-
tor protection because it seeks to determine which investors can 
best fend for themselves, and thus which investors should be sub-
ject to different regulatory approaches. I understand that, con-
sistent with the Dodd-Frank Act, the SEC staff has issued a report 
reviewing the definition of accredited investor and analyzing var-
ious approaches for modifying that definition. I also understand 
that the SEC has issued a request for public comments on the re-
port. If confirmed, I would welcome the opportunity to review the 
report with the Chair, my fellow Commissioners, and the SEC staff 
to gain a better appreciation for the recommended approaches. I 
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also would look forward to reviewing the comments of share-
holders, companies, and other market participants on this critical 
issue. Such input will be important for determining how best to re-
spond to the report, and how best to fashion an accredited investor 
definition that strikes the appropriate balance between protection 
and flexibility by helping to identify investors who have sufficient 
sophistication and experience to assess whether an investment is 
appropriate for them. 
Q.12. The marketplace online lending ecosystem has grown signifi-
cantly as of late. Would you recommend changes to how the SEC 
approaches this field? For example, should the SEC contemplate 
creating a broad safe harbor for marketplace online lenders, which 
scales registration requirements to reflect their unique business 
model? 
A.12. Marketplace online lending has grown in significance and has 
become increasingly complex. Such lending has the laudable goal 
of facilitating a more efficient and cost-effective borrowing process, 
and thus has the potential to significantly expand access to capital, 
particularly to underserved segments of the market. I believe it is 
important for the SEC to consider how best to approach the mar-
ketplace in order to balance the goal of facilitating innovative 
methods of accessing capital with the goal of investor protection. I 
believe it would be premature to recommend changes related to the 
marketplace without first ensuring that the SEC has an appro-
priate understanding of the current status and impact of the mar-
ketplace. To this end, it makes sense for the SEC to engage with 
participants in the marketplace and other interested parties to gain 
insight about the impact and efficiency of different approaches to 
the field. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR ROUNDS 
FROM LISA M. FAIRFAX 

Q.1. The New York City Public Advocate recently wrote the SEC 
asking that it examine publicly traded gun manufacturers with an 
eye towards charging them with fraud for not disclosing informa-
tion about gun-related deaths. 

Similar questions have been raised about oil companies and cli-
mate change. In fact, Attorney General Lynch recently said that 
the Department of Justice considered prosecuting climate change 
skeptics. 

The idea that the Government would consider prosecuting polit-
ical opponents is chilling and has no place in our political system. 

The SEC should be about safeguarding markets, protecting in-
vestors, and helping to foster capital formation. 

Attempts to settle political scores that should be decided at the 
ballot box have no place on the SEC’s agenda. 

Can you assure me that you will not pursue or support any at-
tempts to politicize corporate disclosure rules—whether for gun 
control, climate change or any other issue which should be properly 
decided by Congress? 
A.1. I believe that effective disclosure is fundamental to our Fed-
eral securities laws and is critical to the SEC’s three-part mission. 
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If confirmed, I can assure you that my work related to disclosure 
will not be guided by any political agenda, but by the goal of com-
plying with the law and ensuring that disclosure is consistent with 
the SEC’s three-part mission. 
Q.2. One of the best tools we have to make sure that regulations 
are fair and make sense is cost-benefit analysis. 

A cost-benefit analysis allows regulators to clearly examine the 
benefits of a rule and weigh them against the damages caused by 
the proposed rule. 

If a statute is silent on the use of cost-benefit analysis, do you 
believe the Commission can conduct a cost-benefit analysis or can 
it only conduct an analysis if the statute explicitly includes that re-
quirement? 
A.2. I believe that carefully analyzing the potential economic con-
sequences of a proposed rule is a critical aspect of sound rule-
making. Therefore, I believe that even without any statutory re-
quirement, the SEC’s rulemaking efforts should involve consider-
ation of potential economic consequences, including the potential 
costs and benefits of any rule. I appreciate that it may be difficult 
to sufficiently measure the costs and benefits of a rule. However, 
I do believe that the Commission should make reasonable efforts 
to determine the probable costs and benefits of a proposed rule, or 
explain why such a determination cannot be made. 
Q.3. Rather than creating punitive rules which increase compliance 
costs, what can you do, if you are confirmed, to incentivize regu-
lated entities and investors to make better decisions? 
A.3. I believe that regulation works best when it relies on a range 
of approaches when seeking to encourage entities and investors to 
make appropriate decisions. Thus, I also believe that in addition to 
relying on enforcement, the SEC also should consider approaches 
(including market-based policies) that are aimed at incentivizing 
market participants. If confirmed, I would be interested in assess-
ing current incentives and their impact. I also would be interested 
in exploring ways to develop incentives that would encourage mar-
ket participants to act in the best interests of companies and their 
shareholders. 
Q.4. Last year, the New York City pension system issued numer-
ous shareholder proposals on proxy access. Many of these proposals 
were centered on energy companies and their purpose was not to 
improve governance but to push an agenda on climate change. 

Two recent reports by the Manhattan Institute have shown that 
public pension funds that engage in politically motivated corporate 
governance fights have lower returns forcing tax payers to foot the 
bill, while union sponsored shareholder proposals are concentrated 
in industries or businesses targeted in organizing campaigns. 

What role should the SEC undertake as a gate-keeper to make 
certain that shareholder proposals and director elections are cor-
related to the interests of a corporation and its investors, rather 
than a political or social agenda? 
A.4. I do believe that the SEC has a responsibility to be a gate-
keeper and monitor activity related to both shareholder proposals 
and director elections. On the one hand, the SEC should take ef-
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forts to ensure that parties do not abuse the shareholder proposal 
process. The Federal securities laws already have a system in place 
under the no-action process that enables the SEC to monitor the 
shareholder proposal process and intervene where appropriate. I 
understand that there have been concerns about the workability of 
that system. If confirmed, I would be interested in working with 
the SEC staff and other interested parties to assess the share-
holder proposal process and determine if reforms are needed. On 
the other hand, the SEC should pay close attention to director elec-
tions because such elections have a significant impact on the cor-
poration and its investors. I understand that there have been a 
number of changes to the election process at public companies, 
such as an increase in declassified boards and an increase in the 
number of companies adopting majority voting. I also understand 
that there has been an increase in the number of proxy fights with-
in the last few years. The SEC should monitor these and other de-
velopments related to director elections to understand their impact, 
and to make certain that the election process is fair, and that par-
ties are not engaging in actions that negatively impact the corpora-
tion and its investors. 
Q.5. The Labor Department’s proposed Fiduciary rulemaking will 
radically alter the market for individual retirement savings. 

Many commentators believe that rather than protecting inves-
tors, it will price many middle class retirement savers out of the 
market for investment advice. 

Can you envision circumstances in which a retirement saver of 
more modest means could benefit from the personalized advice of 
someone who knows them and their circumstances but who is not 
qualified as a fiduciary? 
A.5. I understand that the Labor Department has proposed a fidu-
ciary duty rule for broker-dealers. I also understand that, con-
sistent with the study required by Section 913(f) of the Dodd-Frank 
Act, the Chair has asked the SEC staff to develop a uniform fidu-
ciary rule for brokers-dealers and investment advisors. I believe 
that the goal of any rulemaking effort in this area should be to en-
sure that investors, particularly lower- and middle-income inves-
tors, have access to quality affordable investment advice, and that 
such advice considers an investor’s particular needs and cir-
cumstances. 
Q.6. In December 2015, the SEC voted to propose rule 18f-4, which 
would regulate the use of derivatives by registered investment com-
panies. This rule attempts to regulate the use of derivatives to pro-
tect investors and reduce systemic risk, but I am concerned that it 
goes farther than intended and will alter the commodities futures 
market by setting arbitrary portfolio limitations for derivatives. 

The rule appears to incentivize funds to overweight portfolios 
with stocks and bonds and move away from trading commodities. 

What is your view on the regulation of simple, diversifying de-
rivatives? 
A.6. I understand that proposed rule 18f-4 has three main ele-
ments—limitations on portfolio leverage, asset segregation require-
ments, and derivatives risk oversight. I also understand that the 
purpose of the proposed rule is to reduce leverage risks associated 
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with derivatives and achieve a more standard treatment of deriva-
tives transactions. I believe that the financial crisis revealed the 
need to enhance transparency with respect to derivatives, and pay 
closer attention to risks associated with derivatives transactions. I 
also believe that derivatives pose both benefits and risks for inves-
tors and the market. Any regulatory effort in this area must care-
fully consider how best to account for risks without disadvantaging 
investors and other market participants. If confirmed, I look for-
ward to reviewing the comments to the proposed rule, engaging 
market participants to better understand the potential risks and 
benefits of the rule, and working with the SEC staff and other in-
terested parties on the most appropriate path forward. 
Q.7. Do you believe that proposed rule 18f-4, will limit the average 
investor’s ability to access diversifying assets? If so, why? If not, 
why not? 
A.7. In proposing rule 18f-4, the SEC acknowledged that the pro-
posed rule could have a significant impact on certain funds, poten-
tially requiring them to significantly alter their investment strate-
gies. This raises the possibility that the proposed rule also could 
impact investors’ access to certain funds and their assets. If con-
firmed, I look forward to reviewing the comments on this proposed 
rule in order to work with the SEC staff and other interested par-
ties on determining the most appropriate path forward. 
Q.8. Are you concerned that this rule could harm rather than pro-
tect investors because it incentivizes registered investment compa-
nies to concentrate their assets in equities rather than derivatives? 
A.8. The proposed rule raises several questions and concerns. I be-
lieve the goal of public comments is to address those questions and 
concerns so that any final rulemaking can appropriately account 
for them. If confirmed, I would work with my fellow Commissioners 
and the SEC staff to ensure that any final rule appropriately con-
siders and addresses concerns related to investor protection, as 
well as any other concerns raised by the commentators or other in-
terested parties. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR SCHUMER 
FROM LISA M. FAIRFAX 

Q.1. Ms. Fairfax, do you believe that information related to a com-
pany’s corporate political spending should be considered material to 
prospective investors and/or shareholders? 
A.1. I understand that there have been an extraordinary number 
of commentators to the rulemaking petitions submitted to the SEC, 
as well as a significant number of shareholder proposals on this 
issue, expressing the belief that such information is material. Sev-
eral corporations also have voluntarily agreed to provide share-
holders with corporate political spending information based, at 
least in part, on the belief that the information is material. I be-
lieve many of these commentators, shareholders, and corporations 
advance strong arguments that the information is material because 
it allows investors to assess whether such spending is beneficial 
and consistent with the corporation’s best interests. However, I also 
understand that many others question whether information related 
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to corporate political spending is material not only because the 
amount of money spent may be small in comparison to the corpora-
tion’s total assets or expenditures, but also because shareholders 
have rejected the vast majority of shareholder proposals on this 
issue. I also recognize that many have concerns about such disclo-
sure that extend beyond the question of materiality. 

Although I do believe that corporate political spending disclosure 
is an important issue that deserves thoughtful consideration, I do 
not believe I should prejudge any issue without the benefit of full 
engagement. However, if confirmed, and so long as it is not prohib-
ited by law, I would engage with shareholders, corporations and 
their advisors, the SEC staff, and interested stakeholders so that 
I can thoughtfully and fully consider this issue. My consideration 
would focus on assessing the various views expressed during this 
engagement to determine if such information should be deemed 
material in light of prevailing understandings of materiality. As 
part of this assessment, I would examine whether such information 
aligns with the materiality test articulated by the Supreme Court 
in TSC Industries v. Northway, which focuses on whether there is 
a substantial likelihood that a reasonable investor would consider 
information important, and whether information would alter the 
investor’s ‘‘total mix’’ of information. I also would consider whether 
the information is consistent with SEC guidance on materiality, 
which relies on the Supreme Court’s formulation, and assesses both 
quantitative and qualitative factors to determine if the information 
would influence the investment decision of a reasonable investor. 
Q.2. Do you believe that the SEC should consider whether inves-
tors should be entitled to information disclosing a company’s cor-
porate political spending? 
A.2. Given the overwhelming amount of comments and attention to 
the rulemaking petitions on this issue, and so long as it is not pro-
hibited by Congressional mandate, I believe the SEC should con-
tinue to engage investors and other interested stakeholders to de-
termine whether, and to what extent, investors should be entitled 
to information about a company’s corporate political spending. 

RESPONSES TO WRITTEN QUESTIONS OF 
SENATOR MENENDEZ FROM LISA M. FAIRFAX 

Q.1. What actions will you take as Commissioner to bring much- 
needed accountability and transparency for shareholders to ensure 
that public companies disclose how they use corporate resources for 
political activities? 
A.1. As an initial matter, I believe in the importance of the SEC 
following the law and to the extent that the law prevents the SEC 
from finalizing, issuing, or implementing rules, regulations, or or-
ders on this issue, the SEC must comply. However, given the over-
whelming amount of comments and attention to the rulemaking pe-
titions on this issue, and so long as it is not prohibited by the law, 
I also believe the SEC should continue to engage investors and 
other interested stakeholders to determine whether, and to what 
extent, investors should be entitled to information about a com-
pany’s corporate political spending. 
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Q.2. Given the record input from securities experts, institutional 
and individual investors, and members of the public on this rule-
making petition—more than 1.2 million comments, more comments 
submitted than any other rulemaking in the SEC’s history—where 
would this rulemaking fall in your list of priorities, and how will 
you advocate that the Commission prioritize its development and 
proposal? 
A.2. Although it is the Chair’s responsibility to set the SEC’s agen-
da, in light of the input from investors and stakeholders on this 
issue, and so long as it is not prohibited by the law, if confirmed, 
I believe it would be appropriate for me to engage the Chair and 
my fellow Commissioners on this issue to ensure that such input 
has been fully considered in the process of setting the SEC’s prior-
ities. 
Q.3. Can I have your commitment that if confirmed as Commis-
sioner, you will do everything within your power to move this rule-
making forward? 
A.3. As noted above, I intend to comply with the law. To the extent 
the SEC is permitted to engage in rulemaking on this issue, I will 
certainly do everything that I can to move any rulemaking effort 
forward. 
Q.4. The fiscal year 2016 omnibus appropriations law unfortu-
nately included a 1-year provision to block the SEC from issuing, 
implementing, or finalizing a rule to require public companies to 
disclose their political spending to shareholders. Immediately fol-
lowing the enactment of this law, I sent a letter to SEC Chair 
White, along with 96 of my colleagues in the Senate and House, 
pushing the Commission to move forward notwithstanding the lan-
guage contained in the end-of-year spending bill. It is our analysis 
and understanding, which is notably shared by Harvard Securities 
Law Professor John Coates, that the provision in the omnibus does 
not bar the SEC from moving forward to prepare, propose, or de-
velop a rulemaking on corporate political spending. To that end, I 
fully expect the SEC to host public roundtables, solicit additional 
stakeholder feedback, and do everything within its power to de-
velop a proposal on this issue. If confirmed as Commissioner, what 
immediate steps will you take to set in motion the development, 
preparation, and proposal of this critical rulemaking? 
A.4. I understand that the omnibus law limits the SEC on this 
issue. If confirmed, I would be interested in engaging with the SEC 
staff, including the Office of the General Counsel, to understand 
their analysis of the Congressional mandate, to work with the 
Chair, my fellow Commissioners and the SEC staff to make an as-
sessment regarding what is allowed by the mandate, and to ensure 
that SEC actions are consistent with that mandate. So long as it 
is not prohibited, I believe the SEC should continue to engage in-
vestors and other interested stakeholders to determine whether, 
and to what extent, investors should be entitled to information 
about a company’s corporate political spending. If it is determined 
that the law allows for other actions, I certainly would be open to 
exploring those actions, carefully considering the range of concerns 
being raised, and working with the Chair, my fellow Commis-
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sioners, the SEC staff and other interested parties to determine the 
best path forward. 
Q.5. On the issue of corporate board diversity, to what extent is 
having a wide range of perspectives represented in the boardroom 
critical to effective corporate governance? 
A.5. I believe the composition of the corporate board has an impact 
on effective corporate governance. I understand that there are dif-
fering views about the connection between board diversity and cor-
porate governance. Some have questioned such a connection, main-
taining that the available data is mixed. Others believe that diver-
sity in the boardroom can enhance the quality of a board’s decision 
making and monitoring roles, thereby impacting corporate govern-
ance and the corporation’s bottom line. This belief is based on the 
view that diverse groups may have a wider variety of approaches 
to analyzing and assessing information, increasing the potential for 
broader perspective and a broader range of solutions to complex 
problems. 
Q.6. In your opinion, does corporate board diversity allow for 
boards to better anticipate and consider the concerns and perspec-
tives of all of their key constituencies? 
A.6. I understand that there are competing views about the impact 
of board diversity, including evidence indicating that diverse boards 
may behave similarly to nondiverse boards. However, such evi-
dence also suggests that under appropriate circumstances, a di-
verse board with a range of experiences may have an enhanced 
ability to anticipate and consider the concerns and perspectives of 
a diverse group of investors, clients, customers, and other key con-
stituencies. 
Q.7. As you know, the SEC adopted a rule change in 2009 to re-
quire publicly traded companies to disclose more information on di-
rector selection and diversity. However, many, including myself, 
have expressed concerns that the current rule is inadequate, and 
that investment advisors and shareholders need more comprehen-
sive information to make informed investment and voting deci-
sions. An enhanced diversity disclosure, in my view, would be one 
step to help promote sociodemographic diversity on corporate 
boards. 

In your view, how does the disclosure of specific details about the 
diversity of corporate boards assist shareholders in making in-
formed investment and voting decisions? 
A.7. For shareholders who believe that board diversity has an im-
pact on a corporation’s governance, decision making, and bottom 
line, disclosure about a corporation’s diversity practices and current 
status helps such shareholders assess the corporation and make 
more informed voting and investment decisions. 
Q.8. Can you explain how the SEC’s decision not to define diversity 
in its 2009 rule undermines the value of the information provided 
by the current disclosure? 
A.8. I understand that the SEC’s diversity disclosure rule did not 
define diversity in order to allow companies the ability to define di-
versity in ways they consider appropriate. I also understand that 
there were different views on the benefit of such an approach. 
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Some commentators agreed that corporations should have the dis-
cretion to define diversity based on their own business model and 
specific needs. In contrast, others expressed concern that the fail-
ure to define diversity would undermine the utility of disclosure, 
particularly if the disclosed information did not indicate the factors 
a company considered in assessing diversity. While there are com-
peting views about the impact of board diversity, there are inves-
tors who believe that board diversity has a material impact on a 
corporation’s governance, decision making, and bottom line. For 
such investors, disclosure on this issue enables them to make more 
informed voting and investment decisions. Existing evidence about 
the current diversity rule suggests that while some companies pro-
vide information about how they define diversity, other companies 
do not. Based on that evidence, I believe that there may be reason 
for concern about the rule’s approach, and its ability to provide the 
type of information investors need to make informed decisions. If 
confirmed, I would be interested in working with the SEC staff and 
other interested parties to explore this issue and determine how 
best to proceed. 
Q.9. If confirmed as Commissioner, will you commit to strength-
ening the quality of required disclosures on the consideration of di-
versity in the board selection process? 
A.9. I understand that the Chair has expressed concern that the 
existing diversity rule may not provide investors with sufficient in-
formation. In light of those concerns, the Chair has instructed the 
staff to review existing company disclosures in order to determine 
whether the SEC should require companies to provide more specific 
details about their diversity practices. If confirmed, I look forward 
to learning about the status of that review, and I will certainly 
commit to working with the SEC staff and other interested parties 
to determine how best to ensure that investors receive sufficient in-
formation on this issue. 
Q.10. In the aftermath of the Great Recession, many reported that 
excessive executive compensation schemes provided some of the 
fuel for the crash. I worked to include a provision in the Wall 
Street Reform Act to require publicly listed companies to disclose 
in their annual SEC filing the ratio of their CEO’s total compensa-
tion to their median worker’s compensation. In August, after 5 
years of delays, I was pleased to see the SEC finally took the step 
to clear the way for the CEO-to-Worker Pay Ratio. This informa-
tion is especially important in a day and age in which executive 
compensation has skyrocketed. A 2014 study by the Economic Pol-
icy Institute found that chief executive pay, as a multiple of a typ-
ical worker’s pay, increased exponentially from an average of 20 
times in 1965 to almost 300 in 2013. 

In your opinion, how will this information inject transparency 
and promote fairness in corporate America? 
A.10. I believe that the Federal securities laws should promote 
clear, concise, and understandable disclosure on executive com-
pensation. Such disclosure allows investors to evaluate whether a 
company’s pay practices are consistent with corporate objectives, 
provide appropriate incentives for executives, and have a positive 
impact on corporate performance and the corporate enterprise. I 
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understand that opinions differ on the value of the pay ratio rule. 
I also recognize that many believe the rule may enhance compensa-
tion disclosure by providing more transparency about pay struc-
ture, providing shareholders with a different metric for analyzing 
compensation, and increasing shareholder’s ability to engage with 
companies about the nature and impact of pay packages. 
Q.11. If confirmed as Commissioner, will you commit to ensuring 
this rule is properly implemented? Will you work to ensure that 
provisions included by the Commission to facilitate compliance do 
not inadvertently open up loopholes for companies looking to evade 
this requirement? 
A.11. If confirmed as Commissioner, it would be a priority for me 
to ensure the appropriate implementation of all the Commission’s 
rules and to monitor that implementation to determine whether 
such rules are having their intended effect. If confirmed, I also 
commit to working with the Chair, my fellow Commissioners, the 
SEC staff, and other interested parties to develop appropriate re-
sponses when issues of concern emerge. I understand that, in re-
sponse to costs and other concerns, the pay ratio rule provides com-
panies with significant flexibility. If confirmed, I would work with 
the Chair, my fellow Commissioners, the SEC staff, and other in-
terested parties to ensure that such flexibility achieves its desired 
result. 
Q.12. Another critical provision included in the Wall Street Reform 
Act is the ‘‘say on pay’’ requirement to give shareholders the right 
to an advisory vote on companies’ executive pay policies. Please dis-
cuss the value of this requirement, and to what extent you believe 
it enhances shareholders’ ability to influence corporate pay prac-
tices? 
A.12. It is my understanding that ‘‘say on pay’’ was designed to 
give shareholders the ability to have a voice in company pay prac-
tices. Like other proposals, ‘‘say on pay’’ sparked differing opinions 
about its benefits and drawbacks. However, I do believe that exist-
ing evidence suggests that under the appropriate circumstances 
such a vote adds value. To be sure, some questioned the ability of 
an advisory vote to impact pay practices. Others questioned the 
benefit of enabling shareholders to influence pay practices because 
shareholders may have limited information, or shareholders might 
encourage companies to adopt ‘‘one-size-fits-all’’ pay packages that 
might not be appropriate for every company. My understanding is 
that some of these concerns persist. 

Nevertheless, many investors believe that ‘‘say on pay’’ has been 
valuable, particularly to the extent that it has focused corporate at-
tention on better aligning pay practices with corporate objectives, 
and has increased engagement between corporations and share-
holders about compensation issues. 
Q.13. What additional steps should the SEC take to address exces-
sive executive compensation structures? 
A.13. I believe that executive compensation issues are important, 
and that providing shareholders with information about such 
issues allows them to assess whether a company’s pay practices are 
aligned with corporate objectives. There have been a number of 
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changes with respect to executive compensation practices over the 
last few years, including the SEC’s most recent rulemaking on pay 
ratios. I believe that the SEC should assess the impact of these 
rules to determine whether they are individually and collectively 
having their desired impact. I also believe it is important for the 
SEC to complete the rulemaking mandates under the Dodd-Frank 
Act, including those related to executive compensation. If con-
firmed, I would work diligently on this effort, and would welcome 
the opportunity to work with the Chair, my fellow Commissioners, 
the SEC staff and interested parties to monitor developments in 
this area, and determine if additional reforms or changes are need-
ed. 
Q.14. As a member of the SEC’s Investor Advisory Committee, can 
you speak to the value of a broker-dealer fiduciary duty, and ex-
plain what exactly needs to be done to eliminate the regulatory gap 
that allows broker-dealers to offer investment advice without being 
subject to the same fiduciary duty as other investment advisers? 
A.14. I believe that an appropriate fiduciary duty rule for broker- 
dealers is essential for ensuring that investors are protected, that 
investors have access to advice that adequately considers their 
needs, and that such advice is transparent and free from inappro-
priate conflicts of interests. I understand that, historically, broker- 
dealers and investment advisers have been regulated differently. I 
also understand that concerns have emerged about the impact of 
this difference on investors, particularly as lines have begun to blur 
between services provided by broker-dealers and those provided by 
investment advisers. I believe that those concerns deserve a 
thoughtful attention and an appropriate response. As required by 
Section 913(f) of the Dodd-Frank Act, the SEC staff studied this 
issue and made recommendations designed to better protect inves-
tors and decrease investor confusion. The SEC staff’s two primary 
recommendations were that the SEC engage in rulemaking to de-
velop a uniform fiduciary rule for brokers-dealers and investment 
advisors, and that the SEC consider harmonizing certain regu-
latory requirements of broker-dealers and investment advisers. 
Consistent with this recommendation, the Chair has asked the 
SEC staff to begin work on developing a uniform fiduciary duty 
rule. If confirmed, I look forward to learning about the status of 
this effort and working with the Chair, my fellow Commissioners, 
the SEC staff, and other interested parties to ensure that it moves 
forward in a diligent and responsible manner. 
Q.15. If confirmed as Commissioner, will you commit to prioritizing 
this rulemaking? 
A.15. If confirmed, it would be a priority for me to ensure that SEC 
efforts in this area move forward in a diligent and responsible 
manner. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR WARNER 
FROM LISA M. FAIRFAX 

Q.1. Unelected Directors: The Committee on Capital Markets Regu-
lation recently conducted a study examining the frequency with 
which corporate directors resign or decline to stand for re-election 
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after failing to receive a majority of shareholder votes. The study 
finds that 85 percent of directors who received less than a majority 
of votes were still board members 2 years after the vote—so called 
‘‘unelected directors.’’ To protect the integrity of the shareholder 
vote in the face of the unelected directors problem, would you be 
supportive of a Commission regulation requiring, at a very min-
imum, that corporate boards disclose the specific reasons that an 
unelected director remain on the board despite the failure to re-
ceive a majority of shareholder votes? 
A.1. I believe that voting in director elections is a fundamental 
shareholder right, and that such voting serves an important ac-
countability function. I understand that there are studies indi-
cating many instances in which directors have failed to receive a 
majority vote, but nevertheless remain in their positions. I also rec-
ognize that there may be appropriate reasons for maintaining a di-
rector (for example when the underlying reason for targeting a di-
rector has been appropriately addressed). However, shareholders 
may not know those reasons. It would be premature for me to sup-
port a rule without fully exploring an issue with the SEC staff and 
other interested parties. It also would be premature for me to sup-
port a rule without knowing the specific details, and potential im-
pact, of the rule. However, if confirmed, I not only would be open 
to becoming more fully informed about this issue, but I also would 
welcome the opportunity to work with the Chair, my fellow Com-
missioners, the SEC staff and other interested parties to determine 
the most appropriate response to this issue, including rulemaking 
if necessary. If confirmed, my goal on this issue would be to deter-
mine how best to ensure that the shareholder vote is meaningful 
and appropriately impacts director elections and board composition. 
Q.2. Standardized Data Formats: The SEC has adopted standard-
ized data formats for some corporate filings, such as the financial 
statements contained within quarterly and annual Exchange Act 
reports, but most filings are still expressed as outdated paper docu-
ments. In 2013, the Investor Advisory Committee called on the 
SEC to adopt standardized formats for all corporate filings. The In-
vestor Advisory Committee said the Commission should prioritize 
forms that would improve the transparency of corporate governance 
if they were expressed as standardized data, instead of documents. 
The Investor Advisory Committee specifically cited the portions of 
the proxy statement on Schedule 14A that relate to executive com-
pensation and shareholder votes, and voting results disclosed by 
mutual funds in Form N-PX. Do you agree that such filings should 
be transformed from documents into standardized data? 
A.2. I believe the SEC has a responsibility to ensure that disclo-
sures are as clear and effective as possible. I understand that the 
SEC is making efforts to determine how best to adopt standardized 
data formats. On the one hand, I believe that standardized data 
formats have the potential to positively impact disclosure, particu-
larly by making disclosed information easier to review, retrieve, 
and analyze. On the other hand, I understand that concerns have 
been raised about the usage, costs, and quality of data stemming 
from such formats. If confirmed, I would welcome the opportunity 
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to learn more about the status of SEC efforts in this area in order 
to find the best path forward. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR CORKER 
FROM HESTER MARIA PEIRCE 

Q.1. If you are confirmed as a Commissioner and the SEC Chair 
presents a rule being developed for your consideration, how would 
you go about forming a position on the rule? If the rule presented 
addresses a regulatory principle you fundamentally disagree with, 
would that change your approach? 
A.1. I would seek to understand the problem Chair White was try-
ing to solve, speak with the staff developing the proposal and the 
economists conducting the economic analysis of the proposal, and 
discuss the matter with my fellow Commissioners. I would also 
work with my own staff to review available data, relevant academic 
articles, and white papers. As appropriate, I also would seek input 
from experts, including investors, people in the regulated commu-
nity, and academics. If the rule embodies a regulatory principle 
with which I disagree, I would follow the same course, but also 
would work with others at the Commission to identify alternative, 
more effective approaches to achieving the proposed rule’s objec-
tives. The key with any rule is to identify the problem that needs 
to be solved and figure out the best way to solve it. 
Q.2. Can you envision an instance in which you would vote in favor 
of a rule that does not comport with your ideology but fits with the 
SEC’s mission? 
A.2. If I am confirmed, my job will be to implement the SEC’s mis-
sion of protecting investors, facilitating capital formation, and 
maintaining fair, orderly, and efficient markets. There are different 
approaches to fulfilling that mission, and I will strive to work with 
my colleagues on the Commission and on the staff to best fulfill 
that mission. In a multi-member body, compromise is often nec-
essary to reach consensus. Therefore, I can envision voting for a 
rule that is consistent with the SEC’s mission, but is not the ap-
proach I would take if I were solely responsible for crafting the 
rule. 
Q.3. Do you believe there are circumstances in which the SEC 
should not implement and enforce statutorily required rules? If so, 
what are those circumstances? 
A.3. As an administrative agency, the SEC is charged with imple-
menting and enforcing the laws that Congress writes. Recognizing 
that there may be circumstances in which a particular law is not 
appropriately applied, Congress has granted the SEC broad exemp-
tive authority in its key statutes when such relief is necessary or 
appropriate in the public interest and is consistent with the protec-
tion of investors. The SEC may, for example, employ its general ex-
emptive authority to respond to the unique challenges faced by 
small companies, changes in technology, or innovations. 
Q.4. How would you approach consideration of a final rule dealing 
with Section 956 of Dodd-Frank, regarding the disclosure and pro-
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hibition of certain executive compensation structures at financial 
institutions? 
A.4. With respect to the final rule implementing Section 956 of 
Dodd-Frank, which is a multi-agency rule, among other things, if 
confirmed, I would speak with colleagues at the other regulatory 
agencies and would review the comment letters. I would also con-
sult the relevant staff at the Commission, including the staff of the 
Division of Economic and Risk Analysis, and my fellow Commis-
sioners and seek feedback from outside experts, as appropriate. A 
rule that deals with compensation requires extreme care, as com-
pensation is highly fact-and-circumstance specific. A properly de-
signed compensation arrangement is an appropriate and effective 
way to encourage employee excellence, but improperly crafted com-
pensation can harm employees, shareholders, companies, and the 
broader economy. Regulators need to achieve the statutory objec-
tive of ending the use of harmful compensation arrangements, 
while being mindful of the difficulty of establishing one-size-fits-all 
requirements with respect to compensation arrangements across a 
range of different types of firms. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR KIRK 
FROM HESTER MARIA PEIRCE 

Q.1. In your testimony, you indicated that retrospective review is 
particularly important with respect to regulations governing equity 
market structure. There is no question that in the decade since 
Regulation NMS was adopted, U.S. trading markets have evolved 
considerably. I am pleased to see the Commission considering alter-
natives to the current structure, such as the implementation of the 
Tick Size Pilot program for smaller companies that is anticipated 
this fall. However, there are many structural items in need of re-
view or consideration: access fees, market fragmentation, market 
data, and trade-at proposals to name a few. Should you join the 
Commission, will you commit to follow through on Chair White’s 
pledge to look holistically at the equity markets and move toward 
needed reforms? 
A.1. If I were to join the Commission, I would welcome the oppor-
tunity to work with Chair White and the rest of the Commission 
on a holistic review of equity market structure. Based on the re-
sults of that review and consistent with the Commission’s mission 
and other Commission priorities, I would work toward crafting, 
testing, and implementing any needed reforms. 
Q.2. Each of the current SEC Commissioners, in addition to former 
Commissioners Gallagher and Aguilar, have publicly called for the 
Commission to focus on completion of rules governing the security- 
based swap market, as mandated by Title VII of the Dodd-Frank 
Act. While I share concerns about the structure and benefits of 
Title VII, I also agree that continuing to delay these rulemakings 
only perpetuates market uncertainty. Given that the CFTC com-
pleted its rules 2 years ago, do you view the completion of Title VII 
rulemakings as a priority for the Commission? 
A.2. I view the completion of Title VII rules as a priority for the 
Commission. The impetus to complete these rules expeditiously to 
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fulfill the statutory mandate and provide the market with needed 
certainty should be paired with a careful approach to the design 
and implementation of the rules. 
Q.3. The Department of Labor is expected to finalize its proposed 
rule amending the definition of ‘‘fiduciary’’ under the Employee Re-
tirement Income Security Act (ERISA) any day now. I am deeply 
concerned about the potential consequences this rule may have on 
investors, particularly of low and moderate incomes. As has been 
widely reported, the United Kingdom’s similarly intentioned Retail 
Distribution Review (RDR) resulted in as many as 11 million con-
sumers losing access to ongoing investment advice, as firms moved 
to minimum account thresholds of $50,000 or more. 1 This effect 
would directly harm those investors that the rule purports to help. 
Are you concerned that the implementation of the rule as currently 
proposed will result in decreased investor options? 

Additionally, at the heart of the debate surrounding the DOL’s 
proposed rule is the question of jurisdiction. Do you believe that 
any such rule amending the definition of fiduciary investment ad-
vice should originate at the SEC as directed by Section 913 of the 
Dodd-Frank Act? 
A.3. I am concerned by the claims of some commenters that the De-
partment of Labor’s proposed rule—although seeking to protect in-
vestors—could have unintended adverse consequences on investors’ 
access to financial services. Ensuring that investors have access to 
the financial services they need is one component of investor pro-
tection, which, in turn, is a key part of the SEC’s mission. If con-
firmed, I will work with the SEC staff to understand how DOL’s 
rule would affect the investors the SEC is charged with protecting. 

As your question notes, Section 913 of the Dodd-Frank Act au-
thorizes the SEC to establish and define a standard of conduct for 
financial professionals providing personalized investment advice. 
Section 913 reflects Congressional recognition of the need for care-
ful regulation to guard against unintended consequences and the 
SEC’s long experience and expertise in this area. The Department 
of Labor, in exercising its authority under the Employee Retire-
ment Income Security Act to finalize its fiduciary rule, should draw 
on the SEC’s expertise and coordinate its actions with those of the 
SEC. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR SASSE 
FROM HESTER MARIA PEIRCE 

Q.1. In your opinion, under what circumstances might it be appro-
priate for national securities regulations to preempt blue sky laws? 
Why? 
A.1. The blue-sky laws have played an important role in the devel-
opment of our securities markets and continue to serve investors. 
Nevertheless, as our markets become more national in scope, pre-
emption may be appropriate in some circumstances. Specifically, 
preemption may be warranted if it is authorized by statute, appro-
priate Federal investor protections are in place, and State blue sky 
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protection would be duplicative. The SEC, for example, recently de-
termined to preempt State securities registration (but not anti-
fraud) laws in connection with the subset of newly permitted so- 
called Regulation A+ offerings that the Commission predicted 
would be ‘‘national in character.’’ In doing so, the SEC cited a con-
cern that the cost of complying with multiple State laws ‘‘may deter 
issuers from using amended Regulation A, which could signifi-
cantly limit the impact of the exemption as a tool for capital forma-
tion.’’ The SEC and State regulators should work closely with one 
another on investor protection and capital access issues. If I were 
to be confirmed, I would consult the North American Securities Ad-
ministrators Association, along with my fellow Commissioners and 
Commission staff, in considering whether preemption is appro-
priate in specific circumstances. 
Q.2. Does anything need to be done to improve the use of cost-ben-
efit analysis at the SEC? If so, will you commit to advocating for 
taking these steps? 
A.2. Since the SEC staff issued its March 2012 guidance on the use 
of economic analysis, the SEC appears to have placed a greater em-
phasis on both generating high-quality economic analysis and using 
it to help shape its rules. If I were confirmed, I would have a better 
view of how the SEC is conducting economic analysis, whether that 
analysis is being used, and whether the problems identified by 
courts and academics in the past have been resolved. Among other 
things, I would work to ensure that the agency is using economic 
analysis to clearly identify the problem a regulation is intended to 
solve, assess the benefits and costs of alternative solutions against 
a common baseline, and identify metrics in advance for retrospec-
tively assessing the success of a regulation at solving the problem. 
Q.3. I’d like to ask you more about the SEC’s mission ‘‘protect in-
vestors, maintain fair, orderly, and efficient markets, and facilitate 
capital formation.’’ 

What factors should dictate the SEC’s rulemaking schedule? 
A.3. The SEC’s rulemaking schedule should be dictated by statu-
tory mandates, market and regulatory developments, and resource 
constraints. To the extent possible, the Commission should adopt 
rules in conformance with the timelines set by Congress. The Com-
mission also must seek to ensure that its rulemaking agenda is re-
sponsive to new developments in technology, emerging threats to 
investors, innovations, economic growth, disruptive market events, 
and regulatory changes that might necessitate companion changes 
in SEC rules. Although the Chair sets the rulemaking schedule, if 
confirmed, I would be pleased to work with her on balancing the 
SEC’s need to be responsive to statutory mandates with the imper-
ative of keeping pace with developments in the markets. 
Q.4. Does the SEC’s rulemaking schedule reflect the right balance 
between focusing on these three missions? If not, how would you 
change it? 
A.4. Without being at the Commission and having access to rel-
evant nonpublic information, it is difficult to know whether the 
rulemaking schedule properly balances the three missions. That 
said, I am concerned that the heavy statutorily mandated rule-
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making schedule of the last several years has distracted the agency 
from bread-and-butter rulemakings in each of the SEC’s three mis-
sion areas. Ensuring that SEC and market infrastructures are 
working effectively, modernizing corporate disclosure, and stream-
lining access to capital are some of these issues. If I were to be con-
firmed, I would not be able to control the agenda, as the SEC Chair 
exercises that authority. However, I would work with Chair White 
and my fellow Commissioners to identify issues that warrant space 
on the rulemaking agenda. 
Q.5. Former SEC Commissioner Dan Gallagher has said that 
‘‘issues specific to small business capital formation too often remain 
on the proverbial back burner. This lack of attention doesn’t just 
harm small business; it also harms investors and the public at 
large.’’ Do you agree? 
A.5. Commissioner Gallagher correctly identified small business 
capital formation as an area that could benefit from greater SEC 
attention. The JOBS Act helped to change that by directing the 
SEC to prioritize capital formation, including small business cap-
ital formation. The SEC responded with a number of changes that 
are likely to ease small companies’ ability to raise capital. The SEC 
should monitor those changes to see whether they are working as 
intended and pursue additional rulemaking that enables investors 
to safely participate in funding the growth of small companies and 
benefits investors, companies, and the economy as a whole. 
Q.6. Will you commit to actively pursuing the ‘‘capital formation’’ 
mission as a Commissioner? If so, how? For example, should the 
SEC do more to encourage public IPOs? Should the SEC do more 
to scale regulations for smaller firms? 
A.6. If I were confirmed, I would pursue all elements of the SEC’s 
mission, including facilitating capital formation. Before committing 
to specific avenues, I would want to consult with investors, small 
companies, my fellow Commissioners, the staff, the SEC’s Advisory 
Committee on Small and Emerging Companies, and others with in-
terest, experience, and expertise in small business capital forma-
tion. The Advisory Committee and the annual Government-Busi-
ness Forum on Small Business Capital Formation have made a 
number of recommendations, which warrant consideration. Among 
the areas the SEC should consider for further reform are identi-
fying and removing unwarranted obstacles to IPOs and appro-
priately scaling regulation for small firms, while continuing to 
maintain investor protection. 
Q.7. I’d like to ask about the SEC’s use of Administrative Law 
Judges: 

Under what circumstances is it appropriate for the SEC to send 
cases to Administrative Law Judges? 
A.7. Congress has authorized the SEC to use administrative law 
judges (ALJs) in a number of circumstances, but has allowed the 
SEC considerable discretion in forum selection. In exercising this 
discretion, the SEC should follow a consistent set of guidelines that 
provides a clear, predictable framework for agency staff, potential 
subjects of enforcement actions, and the general public and ensures 
appropriate accountability. The SEC’s existing guidance looks at 
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factors such as the types of relief available and the relative costs 
of bringing actions. If I were to be confirmed, I would like to work 
with my fellow Commissioners and the enforcement staff to deter-
mine whether the factors outlined in the staff guidance are appro-
priate and whether additional guidance from the Commission is 
warranted. 
Q.8. Do you have constitutional concerns with ALJs? 
A.8. Congress has authorized the SEC to use ALJs. In a number 
of ongoing challenges, respondents have raised constitutional con-
cerns. These concerns are best considered and decided by Article III 
judges. If I am confirmed, I will work to ensure that the SEC re-
sponds appropriately to any constitutional issues identified by 
courts. 
Q.9. Is there a risk that ALJs have an improper pro-SEC bias? 
A.9. An ALJ, like any other arbiter, is responsible for assessing in 
each matter whether she is able to be objective or should recuse 
herself. If an ALJ fails to behave properly, a respondent can raise 
these concerns during the appeals process. If I were confirmed, I 
would take allegations of bias seriously. There are avenues to in-
vestigate such allegations. For example, the SEC’s Office of Inspec-
tor General recently looked into some specific allegations of ALJ 
bias and ‘‘did not develop any evidence to support the allegations 
of improper influence.’’ 1 If future bias allegations arise, the OIG 
could be called on to assess their validity. More generally, the Com-
mission is currently revisiting the rules applicable to administra-
tive proceedings. This is an important initiative to ensure that ad-
ministrative proceedings are fair and effectively test the validity of 
the facts and legal violations identified by the staff. If confirmed, 
I will be very interested to review the comments the Commission 
has received in response to the proposed changes. 
Q.10. I’d like to obtain more information about your approach to 
securities regulations. 

Is there a risk that regulations can give large incumbent firms 
a competitive advantage over smaller farms? If so, what can be 
done to mitigate this risk? 
A.10. Regulators must be mindful of the risk that regulations can 
give incumbent firms a competitive advantage over smaller firms. 
The notice-and-comment rulemaking process under the Administra-
tive Procedure Act helps to mitigate this risk by ensuring that all 
interested members of the public have an opportunity to identify 
potential unintended consequences of the regulation. By issuing a 
concept release prior to drafting a proposed rule, the agency can 
spot potential harm to small firms early. Economic analysis and 
Regulatory Flexibility Act analysis—both of which can help the 
agency identify competitive harm and craft solutions that are sen-
sitive to the impact on small entities—are important mitigating 
tools. The SEC also can use its exemptive authority to ease dis-
proportionate burdens on small firms. 

VerDate Nov 24 2008 11:06 Jul 27, 2016 Jkt 046629 PO 00000 Frm 00120 Fmt 6602 Sfmt 6602 L:\HEARINGS 2016\03-15 NOMINATIONS\HEARING\31516.TXT JASON



117 

Q.11. Is it ever appropriate for the SEC to engage in ‘‘merit re-
view’’ of investment choices, where the SEC would elevate its eval-
uation of a particular investment over the evaluation of a private 
investor? 
A.11. Absent a contrary directive from Congress, the SEC’s role is 
to provide the investor with the information she needs to make a 
careful decision, rather than to override her evaluation of an in-
vestment through regulatory merit review. 
Q.12. Is it appropriate—in the words of Chair White—to ‘‘effec-
tuate social policy or political change through the SEC’s powers of 
mandatory disclosure’’? 
A.12. The role of SEC-mandated disclosure is to ensure that inves-
tors have the information they need to evaluate investment oppor-
tunities. Under the securities laws, the purpose of SEC disclosure 
is not to achieve social or political ends. 
Q.13. Is there a danger that disclosure requirements become so vo-
luminous that they become unhelpful to investors? If so, what can 
be done to avoid this problem? 
A.13. Properly designed disclosure requirements benefit investors 
by getting them the information they need to make investment de-
cisions. It is important to remember that investors also bear the 
cost of disclosure mandates. First, company (and thus shareholder) 
resources are devoted to making legally compliant disclosures. Sec-
ond, the disclosure of immaterial items can obscure material ones. 
Accordingly, the SEC needs to carefully craft and periodically re-
visit disclosure mandates. The SEC’s ongoing Disclosure Effective-
ness initiative is a useful undertaking to answer the question of 
whether the SEC’s disclosure mandates are getting the information 
to investors that they need in the form they need it. If I am con-
firmed, I look forward to working with colleagues at the SEC to 
further this initiative and, in conjunction with each potential new 
disclosure mandate, to consider whether and how investors will use 
the information. 
Q.14. I’d like to explore your views on ‘‘accredited investors.’’ 

Should the SEC consider expanding the definition of ‘‘accredited 
investor’’ beyond mere investor income and assets to also include 
investor expertise, such as possessing a graduate degree in a re-
lated field? 
A.14. The SEC is undertaking a statutorily mandated review of the 
scope of the accredited investor standard, and the staff recently 
issued a report on the review. One of the issues covered by the re-
port is the feasibility of assessing an investor’s sophistication using 
metrics other than wealth or income. If confirmed, I look forward 
to reviewing the report, comments collected by the SEC in its re-
view of the definition, and other relevant materials such as the 
Government Accountability Office’s report on ‘‘Alternative Criteria 
for Qualifying as an Accredited Investor’’. I also look forward to 
working with SEC staff and my fellow Commissioners in revisiting 
the accredited investor definition and considering whether it should 
be expanded beyond income and net worth. Among the consider-
ations that will inform my view are how investors would be af-
fected by any changes and whether a particular change would help 
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to open capital formation to groups and regions of the country that 
have previously been excluded by the existing income and net 
worth metrics. The ultimate goal is to ensure that investors are 
adequately protected, while facilitating capital formation and al-
lowing investors access to a range of investment opportunities. 
Q.15. How should the SEC strike the balance between investor pro-
tection and investor freedom when it comes to the definition of ac-
credited investor? 
A.15. Investor protection and investor freedom go hand-in-hand. 
Precluding an investor from an investment may protect the inves-
tor from losses in that particular investment, but may harm the in-
vestor’s ability to build her portfolio in the manner she judges best. 
Economic analysis of any changes can help the SEC to strike the 
proper balance. In the context of accredited investors, for example, 
the SEC needs to assess how any change in the definition will af-
fect the size and composition of the pool of accredited investors. To 
help to strike the balance, the SEC also should seek input from in-
vestor groups and continue its efforts to collect and analyze rel-
evant data. 
Q.16. The marketplace online lending ecosystem has grown signifi-
cantly as of late. Would you recommend changes to how the SEC 
approaches this field? For example, should the SEC contemplate 
creating a broad safe harbor for marketplace online lenders, which 
scales registration requirements to reflect their unique business 
model? 
A.16. If I am confirmed, I look forward to working with my col-
leagues to look at how well jurisdictional divisions and SEC reg-
istration requirements have worked in this context, particularly as 
the industry has grown and changed over the years since its incep-
tion. If the current regulatory framework is not working, is impos-
ing costs without proportionate benefits, or is uncertain in its ap-
plication, the SEC should consider a range of alternatives, includ-
ing a safe harbor or a rule specifically designed for these types of 
offerings. The SEC should work with other regulators active in this 
space to ensure that rules are effective, but not duplicative. As 
with other areas, the key is ensuring that investors are protected 
and able to obtain the information they need without imposing an 
undue burden on capital formation. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR ROUNDS 
FROM HESTER MARIA PEIRCE 

Q.1. The New York City Public Advocate recently wrote the SEC 
asking that it examine publicly traded gun manufacturers with an 
eye towards charging them with fraud for not disclosing informa-
tion about gun-related deaths. 

Similar questions have been raised about oil companies and cli-
mate change. In fact, Attorney General Lynch recently said that 
the Department of Justice considered prosecuting climate change 
skeptics. 

The idea that the Government would consider prosecuting polit-
ical opponents is chilling and has no place in our political system. 

VerDate Nov 24 2008 11:06 Jul 27, 2016 Jkt 046629 PO 00000 Frm 00122 Fmt 6602 Sfmt 6602 L:\HEARINGS 2016\03-15 NOMINATIONS\HEARING\31516.TXT JASON



119 

The SEC should be about safeguarding markets, protecting in-
vestors, and helping to foster capital formation. 

Attempts to settle political scores that should be decided at the 
ballot box have no place on the SEC’s agenda. 

Can you assure me that you will not pursue or support any at-
tempts to politicize corporate disclosure rules—whether for gun 
control, climate change or any other issue which should be properly 
decided by Congress? 
A.1. The SEC’s mission is to protect investors, facilitate capital for-
mation, and maintain fair, orderly, and efficient markets. If I were 
to be confirmed, I would be committed to ensuring that the SEC 
focuses exclusively on this mission. In fulfilling this mission, a key 
role of the SEC is making sure that investors have the information 
they need to make investment decisions. I would work to ensure 
that corporate disclosure is designed for this purpose, not for polit-
ical ends. 
Q.2. One of the best tools we have to make sure that regulations 
are fair and make sense is cost-benefit analysis. 

A cost-benefit analysis allows regulators to clearly examine the 
benefits of a rule and weigh them against the damages caused by 
the proposed rule. 

If a statute is silent on the use of cost-benefit analysis, do you 
believe the Commission can conduct a cost-benefit analysis or can 
it only conduct an analysis if the statute explicitly includes that re-
quirement? 
A.2. A cost-benefit analysis is an essential tool for the SEC as it 
seeks to identify the problem it is trying to solve, alternate solu-
tions to the problem, and the costs and benefits associated with 
each potential solution. If a statute is silent with respect to cost- 
benefit analysis, the SEC—in furtherance of sound rulemaking and 
the Commission’s commitment to identify real problems and solve 
them effectively—can and should perform such an analysis. 
Q.3. Rather than creating punitive rules which increase compliance 
costs, what can you do, if you are confirmed, to incentivize regu-
lated entities and investors to make better decisions? 
A.3. An important function of the SEC, as a regulatory agency, is 
to assist regulated persons that want to comply with the law in 
doing so. The SEC’s large compliance program works with regu-
lated entities to help them identify problems and implement effec-
tive solutions. When well-intentioned registrants know that they 
can come to the SEC for guidance in getting things right, they will 
make better decisions and investors will be better protected. With 
respect to investor decision making, the SEC’s Office of Investor 
Education and Advocacy works with investors to educate them and 
encourage them to ask question and receive satisfactory, credible 
answers before investing. Investor education thus serves to em-
power investors to make better decisions. Another way to aid inves-
tors is to ensure that they have access to accurate ongoing disclo-
sures about their investments and comprehensive, current informa-
tion about the financial professionals with whom they work. 
Q.4. Last year, the New York City pension system issued numer-
ous shareholder proposals on proxy access. Many of these proposals 
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were centered on energy companies and their purpose was not to 
improve governance but to push an agenda on climate change. 

Two recent reports by the Manhattan Institute have shown that 
public pension funds that engage in politically motivated corporate 
governance fights have lower returns forcing taxpayers to foot the 
bill, while union-sponsored shareholder proposals are concentrated 
in industries or businesses targeted in organizing campaigns. 

What role should the SEC undertake as a gate-keeper to make 
certain that shareholder proposals and director elections are cor-
related to the interests of a corporation and its investors, rather 
than a political or social agenda? 
A.4. The SEC staff reviews shareholder proposals when companies 
ask whether they can exclude them from their proxies without fac-
ing an SEC enforcement action. In making such a no-action re-
quest, the company identifies a reason for the exclusion that cor-
responds with one of the bases for exclusion in SEC rule 14a-8, 
which otherwise requires that proposals be included in the proxy. 
If I were to be confirmed, I would welcome the opportunity to work 
with the SEC staff and my fellow Commissioners to take a close 
look at the shareholder proposal process and determine whether 
adjustments to the rule or additional guidance are needed in light 
of the changing volume and nature of such proposals. 
Q.5. The Labor Department’s proposed Fiduciary rulemaking will 
radically alter the market for individual retirement savings. 

Many commentators believe that rather than protecting inves-
tors, it will price many middle class retirement savers out of the 
market for investment advice. 

Can you envision circumstances in which a retirement saver of 
more modest means could benefit from the personalized advice of 
someone who knows them and their circumstances but who is not 
qualified as a fiduciary? 
A.5. Over the years, investors have worked with financial profes-
sionals subject to a variety of conduct standards. Many of these in-
vestors have been served well by financial professionals who are 
not fiduciaries. 
Q.6. In December 2015, the SEC voted to propose rule 18f-4, which 
would regulate the use of derivatives by registered investment com-
panies. This rule attempts to regulate the use of derivatives to pro-
tect investors and reduce systemic risk, but I am concerned that it 
goes farther than intended and will alter the commodities futures 
market by setting arbitrary portfolio limitations for derivatives. 

The rule appears to incentivize funds to overweight portfolios 
with stocks and bonds and move away from trading commodities. 

What is your view on the regulation of simple, diversifying de-
rivatives? 
A.6. The SEC’s recently proposed rule 18f-4 under the Investment 
Company Act would change the way registered investment compa-
nies can use derivatives. If confirmed, I would discuss the proposal 
with my fellow Commissioners and relevant staff and review the 
comments, the white paper prepared by the Division of Economic 
and Risk Analysis, and other relevant materials before formulating 
a position on the rule. An appropriate regulation will balance the 
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important role that derivatives can play in a portfolio with other 
investor protection concerns. 
Q.7. Do you believe that proposed rule 18f-4 will limit the average 
investor’s ability to access diversifying assets? If so, why? If not, 
why not? 
A.7. For the stated purpose of protecting investors, proposed rule 
18f-4 would limit the ability of registered investment companies to 
use diversifying assets, which in turn would affect investors’ invest-
ment options. In finalizing the rule, the Commission will have to 
consider whether the proposed restrictions are appropriately cali-
brated to achieve the intended objectives without undue adverse 
consequences for investors. As part of that consideration, the SEC 
should consider the comment letters it has received and economic 
analyses conducted by the Division of Economic and Risk Analysis 
and submitted to the SEC as part of the notice-and-comment proc-
ess. Economic analysis will be key in understanding how average 
investors would be affected by such a rule. 
Q.8. Are you concerned that this rule could harm rather than pro-
tect investors because it incentivizes registered investment compa-
nies to concentrate their assets in equities rather than derivatives? 
A.8. In connection with any rule that places limitations on invest-
ment company holdings, it is important to understand how inves-
tors will be affected. In addition to exploring the potential benefits 
of the rule, if I were confirmed, one question I would ask in connec-
tion with this rule is whether and to what degree it could harm in-
vestors by limiting the flexibility of registered investment compa-
nies to select and pursue investment strategies. The proposing re-
lease asks commenters to respond to many questions that are po-
tentially relevant in this context, such as ‘‘To what extent do com-
menters anticipate that proposed rule 18f-4 could lead funds to 
modify their investment strategies or decrease their use of deriva-
tives?’’ and ‘‘If funds would have to restructure their portfolios to 
comply with the risk-based portfolio limit, how would they do so?’’ 
If confirmed, I look forward to reviewing comments as I seek to un-
derstand how registered investment companies would respond to 
the rule and thus how investors would be affected. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR SCHUMER 
FROM HESTER MARIA PEIRCE 

Q.1. Ms. Peirce, do you believe that information related to a com-
pany’s corporate political spending should be considered material to 
prospective investors and/or shareholders? 
A.1. The materiality of information related to an issuer’s corporate 
political spending depends heavily on the facts and circumstances. 
An analysis of materiality needs to consider both quantitative and 
qualitative factors, such as the size of the expenditure, the size of 
the corporation, and the corporation’s other disclosures. As the Su-
preme Court has stated, for information to be material, ‘‘there must 
be a substantial likelihood that the disclosure of the omitted fact 
would have been viewed by the reasonable investor as having sig-
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1 TSC Industries v. Northway, 426 U.S. 438, 449 (1976). 

nificantly altered the ‘total mix’ of information made available.’’ 1 
Securities law has developed standard metrics for assessing quan-
titative and qualitative materiality, which I would use in assessing 
materiality with respect to corporate political spending. 
Q.2. Do you believe that the SEC should consider whether inves-
tors should be entitled to information disclosing a company’s cor-
porate political spending? 
A.2. Broad SEC consideration of this issue might occur in response 
to rulemaking petitions the SEC has received on the issue. Section 
707 of the Consolidated Appropriations Act of 2016, however, in-
cludes the following limitation on the use of SEC funds: 

None of the funds made available by any division of this 
Act shall be used by the Securities and Exchange Commis-
sion to finalize, issue, or implement any rule, regulation, 
or order regarding the disclosure of political contributions, 
contributions to tax exempt organizations, or dues paid to 
trade associations. 

By including this language, Congress seems to have foreclosed 
the issue for this year. If I am confirmed and if the Chair places 
the issue on the agenda after this Congressional limitation has ex-
pired, I would consider the issue. My consideration would include 
reviewing relevant rulemaking requests and comment letters and 
discussing the issue with the Chair, my fellow Commissioners, and 
SEC staff with expertise in corporate disclosure. 

RESPONSES TO WRITTEN QUESTIONS OF 
SENATOR MENENDEZ FROM HESTER MARIA PEIRCE 

Q.1. The issue of corporate political spending is quite simply about 
materiality and transparency for investors. Demand for this infor-
mation by public investors has increased steadily in recent years, 
as has support for such a rulemaking from former SEC Chairs and 
Commissioners. In fact, former SEC Chairs William Donaldson and 
Arthur Leavitt wrote to Chair White in May of last year, and said 
that the Commission’s failure to act, ‘‘flies in the face of the pri-
mary mission of the Commission, which has since 1934 been the 
protection of investors.’’ 

Do you agree with former SEC Chairs Donaldson and Leavitt 
that shareholders—those that actually own the wealth of corpora-
tions—should be informed of political spending decisions made with 
their money? 
A.1. Your question highlights transparency and materiality—two 
considerations that drive the SEC as it works to ensure that inves-
tors have the information they need to make investment decisions. 
An analysis of materiality needs to consider both quantitative and 
qualitative factors such as the size of the expenditure, the size of 
the corporation, and the corporation’s other disclosures. As the Su-
preme Court has stated, for information to be material, ‘‘there must 
be a substantial likelihood that the disclosure of the omitted fact 
would have been viewed by the reasonable investor as having sig-
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1 TSC Industries v. Northway, 426 U.S. 438, 449 (1976). 
2 See, e.g., Lisa M. Fairfax, ‘‘Board Diversity and Corporate Performance: Filling in the Gaps: 

Board Diversity Revisited: New Rationale, Same Old Story?’’, 89 N.C.L. REV. 855 (2011). 

nificantly altered the ‘total mix’ of information made available.’’ 1 
Securities law has developed standard metrics for assessing quan-
titative and qualitative materiality, which, if confirmed and if the 
issue is raised, I would use in assessing materiality with respect 
to corporate political spending. 
Q.2. In your opinion, do diverse boards have the ability to engage 
in richer and ultimately more effective discussion and debate than 
those boards that are less diverse? 
A.2. Diversity on boards allows people of different backgrounds, ex-
pertise, and experience to contribute to decision making. Entities 
in the public and private sector have benefited from drawing on di-
verse talent who bring to the table different ways of analyzing and 
solving problems. 
Q.3. Do you agree that a boardroom composed of directors of di-
verse backgrounds is less likely to practice what can be dangerous 
‘‘groupthink’’? 
A.3. Boards that are made up of inquisitive individuals with a di-
versity of backgrounds, expertise, and experience have the advan-
tage of being able to consider decisions from multiple perspectives. 
An environment that welcomes people of diverse mindsets is there-
fore likely to be more resistant to ‘‘groupthink.’’ 
Q.4. In your opinion, what value do directors of diverse back-
grounds bring to board discussions? 
A.4. There is an academic literature (some of which is written by 
my fellow nominee, Professor Lisa Fairfax 2) that delves deeply into 
the nuances of this topic. In my opinion, directors of diverse back-
grounds bring to bear on decisions their unique personal, academic, 
intellectual, and professional experiences and distinctive ap-
proaches to problem-solving. As noted above, considering issues 
from multiple perspectives makes it more likely that the full range 
of challenges and opportunities will be identified and addressed 
timely and effectively. 
Q.5. In your opinion, do investors have the tools necessary to make 
an informed choice about whether they prefer to work with a 
broker-dealer operating under a suitability standard or an invest-
ment adviser who is a fiduciary? 
A.5. It is important that investors understand the nature of their 
relationship with their financial professionals. The SEC should con-
tinue working to eliminate investor confusion in this area. To an-
swer the question of whether investors currently have the tools 
they need to make an informed choice about working with a 
broker-dealer operating under a suitability standard or an invest-
ment adviser who is a fiduciary, I would want to review the latest 
relevant work of the SEC’s Divisions of Investment Management 
and Trading and Markets, Office of Investor Education and Advo-
cacy, and Investor Advocate. If confirmed, I also would want to con-
sult with the staff who have been studying the issue, seek feedback 
from the Investor Advisory Committee, review relevant outside 
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studies by investor groups, academics, and others, and discuss 
these issues with my fellow Commissioners. If I am confirmed and 
I find that investors do not have enough information to make in-
formed decisions about their financial professionals, I would work 
with my fellow Commissioners and the staff to devise an appro-
priate solution. 
Q.6. Do you see any reason why we should not have a uniform 
standard that includes broker-dealers? If confirmed as Commis-
sioner, will you support such a rulemaking? 
A.6. Before developing a position on the propriety of a rulemaking 
that imposed a uniform standard, I would need to see what the 
specific proposed standard is and analyze it in the context of the 
existing standards applicable to investment advisers and broker- 
dealers. Investor protection—including ensuring access to financial 
professionals for investors at all levels—is an essential consider-
ation in any such analysis. If confirmed and presented with a pro-
posed uniform standard, I would want to discuss this with my fel-
low Commissioners and consult the staff—including those who 
work directly with investors—to understand how the rulemaking 
would affect investors. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR WARNER 
FROM HESTER MARIA PEIRCE 

Q.1. Unelected Directors: The Committee on Capital Markets Regu-
lation recently conducted a study examining the frequency with 
which corporate directors resign or decline to stand for re-election 
after failing to receive a majority of shareholder votes. The study 
finds that 85 percent of directors who received less than a majority 
of votes were still board members 2 years after the vote—so called 
‘‘unelected directors.’’ To protect the integrity of the shareholder 
vote in the face of the unelected directors problem, would you be 
supportive of a Commission regulation requiring, at a very min-
imum, that corporate boards disclose the specific reasons that an 
unelected director remain on the board despite the failure to re-
ceive a majority of shareholder votes? 
A.1. The Committee on Capital Markets Regulation and at least 
one investor group have made recommendations to the SEC regard-
ing directors remaining on boards after failing to receive a majority 
vote. If confirmed, I would welcome the opportunity to review these 
recommendations, the Committee on Capital Markets Regulation 
study, and other relevant studies and data to understand—along 
with my fellow Commissioners and informed by the SEC staff— 
whether there is a need for a Commission regulation and, if so, 
whether a disclosure approach is appropriate. As with other issues 
in this area, an important consideration is the roles that State cor-
porate law and SEC regulation play in building effective corporate 
governance that enables companies to operate efficiently and en-
sures accountability to shareholders. 
Q.2. Corporate Disclosures: The SEC uses outdated documents, in-
stead of standardized data, to collect most corporate disclosures. 
This means companies must file the same information multiple 
times, and investors must hunt through documents for relevant in-

VerDate Nov 24 2008 11:06 Jul 27, 2016 Jkt 046629 PO 00000 Frm 00128 Fmt 6602 Sfmt 6602 L:\HEARINGS 2016\03-15 NOMINATIONS\HEARING\31516.TXT JASON



125 

formation (or pay aggregators to do it for them). The U.S. Chamber 
of Commerce has called on the SEC to consider a ‘‘company file’’ 
approach, in which companies would electronically update material 
information, rather than filing redundant documents. Last sum-
mer, Senator Crapo and I asked the SEC to work toward trans-
forming its whole corporate disclosure system from documents to 
standardized data, which is a necessary first step for the ‘‘company 
file’’ to be possible. Do you believe that the SEC should modernize 
the corporate disclosure system in this manner? 
A.2. An important undertaking for the SEC is to eliminate redun-
dant disclosures by companies and ensure that investors have 
ready access in a usable format to the information they need to 
make informed investment decisions. The SEC’s ongoing Disclosure 
Effectiveness initiative is a valuable step in identifying what the 
SEC can do to achieve these objectives. If confirmed, I look forward 
to working with my fellow Commissioners and the SEC staff on 
this initiative and related efforts to improve corporate disclosure. 
Discussions within the SEC and with people who prepare and use 
corporate disclosures will help me to determine how the SEC 
should modernize disclosure. As you have emphasized, any such 
approach should incorporate technology as a tool for maximizing 
the value of corporate disclosures. If carefully undertaken, the con-
tinuing move toward standardized data offers great promise for 
companies and investors. 

VerDate Nov 24 2008 11:06 Jul 27, 2016 Jkt 046629 PO 00000 Frm 00129 Fmt 6602 Sfmt 6602 L:\HEARINGS 2016\03-15 NOMINATIONS\HEARING\31516.TXT JASON



126 

ADDITIONAL MATERIAL SUPPLIED FOR THE RECORD 

CHARTS SUBMITTED BY SENATOR BROWN 
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