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REPORT

[To accompany H.R. 1525]

[Including cost estimate of the Congressional Budget Office]

The Committee on Financial Services, to whom was referred the
bill (H.R. 1525) to require the Securities and Exchange Commission
to make certain improvements to form 10-K and regulation S-K,
and for other purposes, having considered the same, report favor-
ably thereon without amendment and recommend that the bill do
pass.

PURPOSE AND SUMMARY

Introduced by Representative Scott Garrett, H.R. 1525, the “Dis-
closure Modernization and Simplification Act of 2015,” directs the
Securities and Exchange Commission to simplify its disclosure re-
gime for issuers and investors by permitting issuers to submit a
summary page on Form 10-K with cross-references to the content
of the report. H.R. 1525 also directs the SEC to revise Regulation
S-K to scale disclosure rules for emerging growth companies and
smaller issuers, and to eliminate duplicative, outdated, or unneces-
sary Regulation S-K disclosure requirements for all issuers. Fi-
nally, H.R. 1525 directs the SEC to further study Regulation S-K
and engage in rulemaking to implement additional reforms to sim-
plify and modernize Regulation S-K disclosure rules within 360
days of enactment of the Act.

BACKGROUND AND NEED FOR LEGISLATION

H.R. 1525 directs the SEC to simplify its disclosure regime for
issuers and investors by permitting issuers to submit a summary
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page on Form 10-K with cross-references to the content of the re-
port. Because the typical 10-K filed by an issuer is hundreds of
pages long, investors find it difficult to locate important informa-
tion about the company in the report. Permitting issuers to submit
a summary page would enable companies to concisely disclose per-
tinent information to investors without exposing them to liability.
This summary page would also enable investors to more easily ac-
cess the most relevant information about a company.

H.R. 1525 also directs the SEC to revise Regulation S-K to scale
disclosure rules for emerging growth companies and smaller
issuers, and to eliminate duplicative, outdated, or unnecessary Reg-
ulation S-K disclosure requirements for all issuers. In addition,
H.R. 1525 directs the SEC to further study Regulation S-K and en-
gage in rulemaking to implement additional reforms to simplify
and modernize Regulation S—K disclosure rules.

H.R. 1525 builds on Section 108 of the Jumpstart Our Business
Startups Act (P.L. 112-106), which directed the SEC to study Reg-
ulation S—K in order to simplify and modernize disclosure rules. Al-
though the SEC completed this study in December 2013, the study
proposed few substantive reform measures. Because the SEC has
failed to move quickly in modernizing Regulation S—K, Congress
must encourage the SEC to take up these needed reforms through
legislation. Simplifying and streamlining disclosure requirements
will enable companies to divert fewer resources to compliance, free-
ing up additional capital for other purposes. In the 113th Congress,
the House passed identical legislation, H.R. 4569, by voice vote.

In testimony before the Capital Markets Subcommittee on April
29, 2015, Tom Quaadman of the U.S. Chamber of Commerce de-
scribed the negative effects that the ballooning of companies’ an-
nual disclosures has had on investors:

This expansion and increased complexity of disclosure
has contributed to the phenomenon of “disclosure over-
load,” whereby investors are so inundated with informa-
tion it becomes difficult for them to determine the most sa-
lient factors they need to make informed voting and in-
vestment decisions. Retail investors are particularly vul-
nerable, as they typically don’t have an army of analysts
or lawyers to pore through SEC filings of the companies
they invest in. In fact, it is the number one reason why re-
tail shareholder participation has dropped to levels as low
as 5%. Effectively, because of this “overload” retail share-
holders have become disenfranchised.

At the same hearing, Shane Kovacs, Executive Vice President
and Chief Executive Officer of PTC Therapeutics, Inc., noted the
problem that requiring uniform disclosure raises for investors:

[TThe information that these investors want and need
does not always align with what is required by the SEC.
Investors find value in biotech companies by under-
standing scientific milestones and clinical trial progress
not financial disclosures that simply show a decade-plus of
R&D expenses. And yet small, pre-revenue biotechs are
often required to file the same reports as revenue gener-
ating, profitable corporate behemoths. Other industries
surely face their own unique circumstances, and many
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small businesses across all sectors of the economy endure
the cost burdens of overregulation—yet a blanket one-size-
fits-all approach prevails.

HEARINGS

The Committee on Financial Services’ Subcommittee on Capital
Markets and Government Sponsored Enterprises held a hearing ex-
amining matters relating to H.R. 1525 on April 29, 2015.

COMMITTEE CONSIDERATION

The Committee on Financial Services met in open session on
May 20, 2015 and ordered H.R. 1525 to be reported favorably to
the House without amendment by a recorded vote of 60 yeas to 0
nays (Record vote no. FC-28), a quorum being present.

COMMITTEE VOTES

Clause 3(b) of rule XIII of the Rules of the House of Representa-
tives requires the Committee to list the record votes on the motion
to report legislation and amendments thereto. The sole record vote
in committee was a motion by Chairman Hensarling to report the
bill favorably to the House without amendment. The motion was
agreed to by a recorded vote of 60 yeas to 0 nays (Record vote no.
FC-28), a quorum being present.
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Record vote no. FC-28

Representative

Yea

Nay

Present

Representative

Yea

Nay

Present

M:. Hensarling
Mr. King {NY)

Mr. Royce
Mr. Lucas

Mr. Neugebauer _
Mr. McHenry |
Mr. Pearce
MrPosey ...
Mr. Fitzpatrick ..
Mr, Westmoreland

Mr. Luetkemeyer
Mr. Huizenga (M)
M Duffy
Mr. Hurt (VA)
Mr. Stivers

Mr. Fincher

Mr. Mulvaney
Mr. Hultgren __
Mr. Ross

M Bar

Mr. Poliquin
Mrs. Love
Mr. Hill

P S - i i G IR s T e T T ST - e - - - i e

i<

D D B D D S D (D (D D

Ms. Waters (CA} .. .
Mrs. Maloney (NY)
Ms. Velazquez
Mr. Sherman

Mr. Meeks

Mr. Hingjosa
Mr.Clay ...

Mrobynch
Mr. David Scott (GA) ...
Mr Al Green (TX) .
Mr.Cleaver
Ms Moore . .
Mr. Ellison ...

Mr. Carney ...
Ms. Sewell (AL} .
Mr. Foster

Mr.Kildee . .
Mr_ Murphy (FL)
Mr. Delangy
Ms. Sinema .
Mrs. Beatly .
Mr. Heck (WA}
Mr. Vargas

D D DK DE DR S D D DK D B (KD D DK DK (D

P

D 2 >




5

COMMITTEE OVERSIGHT FINDINGS

Pursuant to clause 3(c)(1) of rule XIII of the Rules of the House
of Representatives, the findings and recommendations of the Com-
mittee, based on oversight activities under clause 2(b)(1) of rule X
of the Rules of the House of Representatives, are incorporated in
the descriptive portions of this report.

PERFORMANCE GOALS AND OBJECTIVES

Pursuant to clause 3(c)(4) of rule XIII of the Rules of the House
of Representatives, the Committee states that H.R. 1525 will re-
duce regulatory burden on issuers while enhancing the utility of
disclosures to investors by requiring the SEC to revise certain reg-
istration and disclosure requirements and providing for the re-
moval of duplicative or unnecessary provisions of such require-
ments.

NEW BUDGET AUTHORITY, ENTITLEMENT AUTHORITY, AND TAX
EXPENDITURES

In compliance with clause 3(c)(2) of rule XIII of the Rules of the
House of Representatives, the Committee adopts as its own the es-
timate of new budget authority, entitlement authority, or tax ex-
penditures or revenues contained in the cost estimate prepared by
the Director of the Congressional Budget Office pursuant to section
402 of the Congressional Budget Act of 1974.

COMMITTEE COST ESTIMATE

The Committee adopts as its own the cost estimate prepared by
the Director of the Congressional Budget Office pursuant to section
402 of the Congressional Budget Act of 1974.

CONGRESSIONAL BUDGET OFFICE ESTIMATES

Pursuant to clause 3(c)(3) of rule XIII of the Rules of the House
of Representatives, the following is the cost estimate provided by
the Congressional Budget Office pursuant to section 402 of the
Congressional Budget Act of 1974:

U.S. CONGRESS
CONGRESSIONAL BUDGET OFFICE,
Washington, DC, June 18, 2015.
Hon. JEB HENSARLING,
Chairman, Committee on Financial Services,
House of Representatives, Washington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office has pre-
pared the enclosed cost estimate for H.R. 1525, the Disclosure Mod-
ernization and Simplification Act of 2015.

If you wish further details on this estimate, we will be pleased
to provide them. The CBO staff contacts are Susan Willie and Ben
Christopher.

Sincerely,
KeITH HALL,
Director.

Enclosure.
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H.R. 1525—Disclosure Modernization and Simplification Act of
2015

H.R. 1525 would require the Securities and Exchange Commis-
sion (SEC), within 180 days of enactment, to revise certain reg-
istration and disclosure requirements for securities issuers with an
aim to reduce the burden on smaller companies and to remove any
duplicative or unnecessary provisions. The SEC also would be re-
quired, within 360 days of enactment, to report to the Congress on
ways to further simplify those regulations and, 360 days after that,
to issue a proposed rule based on the findings of the report.

Based on information from the SEC, CBO estimates that imple-
menting H.R. 1525 would cost about $1 million over the 2016-2020
period to comply with the reporting and rulemaking requirements
under the bill. The SEC is currently studying and in the process
of revising certain registration and disclosure requirements, so the
costs of the initial rulemaking required under the bill would not be
significant. Most of the costs would be incurred to issue the report
and complete a second rulemaking process. Under current law the
SEC is authorized to collect fees sufficient to offset its appropria-
tion each year; therefore, we estimate that the net cost to the SEC
would be negligible, assuming appropriation action consistent with
that authority. Enacting H.R. 1525 would not affect direct spending
or revenues; therefore, pay-as-you-go procedures do not apply.

H.R. 1525 contains no intergovernmental mandates as defined in
the Unfunded Mandates Reform Act (UMRA) and would not affect
the budgets of state, local, or tribal governments.

If the SEC increases fees to offset the costs associated with im-
plementing the bill, H.R. 1525 would increase the cost of an exist-
ing mandate on private entities required to pay those fees. Based
on information from the SEC, CBO estimates that the incremental
cost of the mandate would amount to about $1 million over the
2016-2020 period and would fall well below the annual threshold
for private-sector mandates established in UMRA ($154 million in
2015, adjusted annually for inflation).

The CBO staff contacts for this estimate are Ben Christopher
and Susan Willie (for federal costs) and Logan Smith (for the pri-
vate-sector impact). The estimate was approved by H. Samuel
Papenfuss, Deputy Assistant Director for Budget Analysis.

FEDERAL MANDATES STATEMENT

The Committee adopts as its own the estimate of Federal man-
dates prepared by the Director of the Congressional Budget Office
pursuant to section 423 of the Unfunded Mandates reform Act.

ADVISORY COMMITTEE STATEMENT

No advisory committees within the meaning of section 5(b) of the
Federal Advisory Committee Act were created by this legislation.

APPLICABILITY TO LEGISLATIVE BRANCH

The Committee finds that the legislation does not relate to the
terms and conditions of employment or access to public services or
accommodations within the meaning of the section 102(b)(3) of the
Congressional Accountability Act.



7

EARMARK IDENTIFICATION

H.R. 1525 does not contain any congressional earmarks, limited
tax benefits, or limited tariff benefits as defined in clause 9 of rule

DUPLICATION OF FEDERAL PROGRAMS

Pursuant to section 3(g) of H. Res. 5, 114th Cong. (2015), the
Committee states that no provision of H.R. 1525 establishes or re-
authorizes a program of the Federal Government known to be du-
plicative of another Federal program, a program that was included
in any report from the Government Accountability Office to Con-
gress pursuant to section 21 of Public Law 111-139, or a program
related to a program identified in the most recent Catalog of Fed-
eral Domestic Assistance.

DISCLOSURE OF DIRECTED RULEMAKING

Pursuant to section 3(i) of H. Res. 5, 114th Cong. (2015), the
Committee states that H.R. 1525 requires three directed
rulemakings.

SECTION—BY—SECTION ANALYSIS OF THE LEGISLATION

Section 1. Short title

This section cites H.R. 1525 as the “Disclosure Modernization
and Simplification Act of 2015.”

Section 2. Summary page for form 10-K

This section requires the SEC to issue regulations, within 180
days of enactment of the Act, to permit issuers to submit a sum-
mary page on form 10-K provided that such page includes a cross-
relference to the material contained in form 10-K to which the item
relates.

Section 3. Improvement of regulation S-K

This section requires the SEC to take action, within 180 days of
enactment of the Act, to revise regulation S—-K to reduce regulatory
burdens on emerging growth companies, accelerated filers, smaller
reporting companies, and other smaller issues, provided that it is
not necessary to first determine the efficacy of such revisions
through the study required under Section 4.

Section 4. Study on modernization and simplification of regulation

This section requires the SEC to complete a study and issue a
report concerning regulation S-K to Congress within 360 days of
enactment of the Act. The SEC must issue a proposed rule to im-
plement the recommendations contained in the report not later
than the 360-day period beginning on the date that the report is
issued to Congress.
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CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED

H.R. 1525 does not repeal or amend any section of a statute.
Therefore, the Office of Legislative Counsel did not prepare the re-
port contemplated by clause 3(e)(1)(B) of rule XIII of the House of
Representatives.

O




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue true
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages false
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth 8
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages false
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth 8
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck true
  /PDFX3Check false
  /PDFXCompliantPDFOnly true
  /PDFXNoTrimBoxError false
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (U.S. Web Coated \050SWOP\051 v2)
  /PDFXOutputConditionIdentifier (CGATS TR 001)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <>
    /CHT <>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV <>
    /HUN <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF che devono essere conformi o verificati in base a PDF/X-1a:2001, uno standard ISO per lo scambio di contenuto grafico. Per ulteriori informazioni sulla creazione di documenti PDF compatibili con PDF/X-1a, consultare la Guida dell'utente di Acrobat. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 4.0 e versioni successive.)
    /JPN <>
    /KOR <>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die moeten worden gecontroleerd of moeten voldoen aan PDF/X-1a:2001, een ISO-standaard voor het uitwisselen van grafische gegevens. Raadpleeg de gebruikershandleiding van Acrobat voor meer informatie over het maken van PDF-documenten die compatibel zijn met PDF/X-1a. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 4.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents that are to be checked or must conform to PDF/X-1a:2001, an ISO standard for graphic content exchange.  For more information on creating PDF/X-1a compliant PDF documents, please refer to the Acrobat User Guide.  Created PDF documents can be opened with Acrobat and Adobe Reader 4.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /HighResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


		Superintendent of Documents
	2015-10-07T07:47:31-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




