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the last several years does not get 
worse, and never happens again. 

Mr. INOUYE. Mr. President, the fi-
nancial reform bill before the Senate 
includes a section, subtitle J, section 
991, that would permit the Securities 
and Exchange Commission, SEC, to be 
‘‘self-funded,’’ meaning that the SEC 
would set its own budget and collect 
the subsequent fees from the compa-
nies the agency regulates. The effect of 
this action would be to remove a crit-
ical oversight role for the Appropria-
tions Committee. 

Currently, Congress sets the amount 
to be collected and the SEC adjusts 
their fees during the year accordingly. 
The provision included in S. 3217 allows 
the SEC to both set the fee level and 
adjust the fees accordingly, basically 
creating a carte blanche approach to 
SEC budgeting. 

I, along with eight of my colleagues, 
including the vice chairman of the Ap-
propriations Committee, Senator COCH-
RAN, the chairman and ranking mem-
ber of the subcommittee with oversight 
responsibilities for the SEC, Senators 
DURBIN and COLLINS, along with Sen-
ators BYRD, HARKIN, VOINOVICH, MUR-
KOWSKI, and BROWNBACK, have intro-
duced a bipartisan amendment to 
strike the provision from the under-
lying bill. 

No one disputes the fine job Chair-
person Mary Schapiro has done since 
taking the helm of the SEC. But the 
foundation of our government is based 
on checks and balances, not personal-
ities. Agencies should not be given sole 
authority to negotiate the fees that 
support their operations with the very 
institutions over which they regulate. 
Such a situation allows for absolutely 
no meaningful oversight by Congress. 

However, if Congress is going to con-
cede to the SEC absolute control of its 
billion-dollar budget, then the agency 
must have effective internal controls 
in place. Unfortunately, that is not the 
case. The Government Accountability 
Office has faulted the SEC several 
times in the past for weaknesses in this 
very area. 

So the underlying provision will ex-
empt an agency from the appropria-
tions process and its annual congres-
sional oversight without ensuring that 
any internal controls are in place for 
revenue and budget management. 
While it may not be the intent of the 
underlying provision, what is clear is 
that spending for the SEC would go 
unmonitored. 

The amendment I and my colleagues 
introduced would strike section 991 
from the bill, and thus restore the ex-
isting fee-based system for the SEC. 
The existing fee-based system is a suc-
cessful model that has the annual ap-
propriations bill both trigger the col-
lection of the fees and determine the 
amount that can be spent. This model 
is used for other fee-based agencies 
such as the Federal Communications 

Commission, the Federal Trade Com-
mission, the Patents and Trademark 
Office, and parts of the Federal Drug 
Administration. 

It is clear that the House of Rep-
resentatives does not support the ap-
proach included in the underlying Sen-
ate bill as they did not include a provi-
sion for the SEC to be self-funded in 
their legislation. I have spoken with 
my fellow cosponsors of this amend-
ment, and we have agreed not to offer 
this amendment during the current de-
bate. We take this action in support of 
the managers’ and leaderships’ interest 
in wrapping up floor consideration of 
the measure and because it is clear 
that this issue will be resolved appro-
priately during the conference negotia-
tions on this bill. 

f 

MORNING BUSINESS 

Mr. REED. Mr. President, I ask unan-
imous consent that the Senate proceed 
to a period for the transaction of morn-
ing business, with Senators permitted 
to speak for up to 10 minutes each. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

Mr. REED. Mr. President, I request 
to be recognized in morning business. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

f 

PRIVATE POOLS OF CAPITAL 

Mr. REED. Mr. President, like many 
of my colleagues, I have several 
amendments that have been filed. At 
this moment, it is not possible to call 
up all the amendments, but I wish to 
speak to one of them and hope that 
prior to the conclusion of our debate, I 
will have the opportunity, and I hope 
my colleagues do have an opportunity, 
to call up amendments that are still 
important to the legislation and de-
serve consideration by the body. 

My amendment would require reg-
istration with the Securities and Ex-
change Commission for private equity 
funds, hedge funds, and venture capital 
funds that are larger than $100 million. 
It recognizes that large pools of capital 
without any connection to regulatory 
authority could pose a systemic risk. It 
is a function, as we found out, in some 
cases, that if they make erroneous 
judgments, that could cause a systemic 
problem. 

This proposal has been embraced by a 
wide cross-section of interested and 
knowledgeable parties. It has the sup-
port of the Obama Administration. It 
has the support of the North American 
Securities Administrators Association, 
who represent State securities regu-
lators. It has the support of the Private 
Equity Council, the Managed Funds 
Association, Americans for Financial 
Reform, the AFL–CIO, and AFSCME. It 
has broad-based support, and I think it 
is part of the major effort of this legis-
lation to increase transparency and, as 

a result, to preclude and prevent fraud, 
particularly when we are dealing with 
these large pools of private capital. 

Private equity firms’ activities can 
often make or break companies, result-
ing in a significant loss of jobs. We 
have seen of the 163 nonfinancial com-
panies that went bankrupt last year, 
nearly half were backed by leveraged 
buyout firms. 

There are startling examples of com-
panies, going concerns that employ 
thousands of Americans, that are ac-
quired by private equity companies. 
Their business model, in many cases, is 
to leverage that company by borrowing 
extensively and by using these pro-
ceeds to purchase the company and 
then hopefully to repay themselves 
handsomely. If they are at a point in 
which the company is burdened with 
too much debt, they will either at-
tempt to sell it off or they are forced 
into bankruptcy. The result, unfortu-
nately, in many cases, is thousands of 
working men and women in this coun-
try lose their jobs. The company goes 
bust. There is nothing left. 

This behavior has to, at least, be on 
the radar screen, if you will, of the reg-
ulators. They have to know that these 
funds above $100 million are operating. 
There are many other examples we can 
cite. 

The bill before us has one category. 
That is hedge funds. We have to recog-
nize there are other major private 
pools of capital, venture capital funds 
and private equity funds that should 
also have to register. The other thing 
we have to recognize is that the regu-
latory capacity of any agency is lim-
ited. What we have seen over the last 
several years is a situation where regu-
lators may have had the authority, but 
they did not have the resources, or 
they saw situations where certain ac-
tivity was regulated and other activity 
was not. 

What this amendment argues for is 
to ensure that we recognize both the 
potential dangers of large pools of pri-
vate capital and the limitations of reg-
ulations to really differentiate between 
the pools. That is why the amendment 
I propose provides no categorical ex-
emptions for these private pools. The 
rationale is that I do not think, frank-
ly, the regulators can keep up with pri-
vate funds that can describe their busi-
ness plan in a way to qualify for an ex-
emption but very well might be con-
ducting the same type of behavior that 
causes concerns. So I have suggested, 
and it has been supported by a wide 
number of individuals and institutions, 
that we provide this broad-based reg-
istration requirement—firms above 
$100 million would be required to have 
Federal registration. That is some-
thing, I think, that is important. 
Therefore, we have proposed the 
amendment. 

The investors in these firms deserve, 
I think, our protection as well. The 
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