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INSIDE THE BELTWAY

House Overwhelmingly Approves 
IAA-Backed Bill to Reduce Burdens 
on Smaller Advisers

By a nearly unanimous vote – 406-4 
– the House of Representatives on July 
17 approved the IAA-backed Investment 
Adviser Regulatory Flexibility Improve-
ment Act (H.R. 6321) as part of the JOBS 
and Investor Confidence Act of 2018. 
The legislation is designed to ease the 
regulatory burden on smaller advisers 
by requiring the SEC to substantially re-
vise its definitions of a “small business” 
and “small organization” for purposes of 
assessing the impact of its rulemakings.

To gain consideration of this bill by 
the Senate, it is crucial that advisers 
use the IAA’s online Take Action Now 
tool to contact their Senators to urge 
them to support a similar bill before 
the legislative calendar runs out for the 
115th Congress. The Take Action Now 
tool enables advisers to contact their 
elected representatives quickly and 
easily, with a standard letter that can be 
customized by the individual user. The 
tool is available in the Advocacy section 
of the IAA website’s home page or at 
http://cqrcengage.com/iaa/home?0.

The existing Regulatory Flexibility Act 
requires all federal agencies to analyze 
the economic impact of regulations on 
small business entities and to consider 
regulatory alternatives that will achieve 
the same goal while minimizing the bur-
den on small entities. Unfortunately, 
smaller investment advisers have not 
benefitted because of the SEC’s overly 
narrow definition of small entities. The 
SEC currently considers small entities to 
include only investment advisory firms 
with less than $25 million in assets un-
der management (AUM). Given that the 
basic threshold for SEC registration is 
$100 million, extremely few SEC-regis-

tered advisers are deemed to be “small” 
for purposes of the Regulatory Flexibil-
ity Act – even though more than 7,000 
registered advisory firms employ 10 or 
fewer non-clerical employees.

The Investment Adviser Regulatory 
Flexibility Improvement Act would re-
quire the SEC to develop an alternative 
method for classifying investment advis-
ers as small entities for purposes of the 
Regulatory Flexibility Act that includes 
consideration of the number of non-
clerical employees of firms.

The IAA believes that the SEC should 
conduct its economic analysis of the im-
pact of regulations on a more realistic 
universe of smaller advisers and better 
tailor both regulations and guidance to 
these firms. Smaller advisers have been 
significantly burdened by the cumula-
tive impact of regulations that effec-
tively require substantial investments 
in infrastructure, technology, personnel, 
and systems relating to documentation, 
monitoring, operations, custody, report-
ing, cybersecurity, and many other ar-
eas.

It is worth noting that at the House 
Financial Services Committee markup 
of the bill, Ranking Member Rep. Max-
ine Waters (D-Calif.) quoted from the 
IAA’s letter in support of the legislation, 
which is available on the IAA website un-
der Publications>>Comment Letters.

The IAA thanks members who raised 
this issue on June 13 in their meetings 
with legislators during Adviser Advocacy 
Day.

House GOP Releases Tax Reform 
2.0 Outline

The Ways and Means Committee 
on July 24 released a two-page outline 
of the Tax Reform 2.0 plan, which they 
plan to introduce as legislation after the 

House returns from its late summer re-
cess in September. The goal is for floor 
votes on the three bills this fall before 
the House adjourns again for the mid-
term elections.

The primary piece of the package 
will be a bill to make the individual tax 
cuts – due to expire in 2025 – perma-
nent. The other two bills will focus on en-
hancing tax incentives for savings and 
allowing start-up businesses to write off 
more of their initial research and devel-
opment costs, respectively. Proposals 
include creation of a Universal Savings 
Account for families, expanding 529 
accounts for education, and allowing 
persons to borrow from retirement ac-
counts for adoption costs without pen-
alties. 

The bill to make the individual tax 
cuts permanent is the least likely to get 
60 votes in the Senate, as it’s not clear 
whether any Democrats would support 
it without plans to offset its cost, and 
even some Republicans have expressed 
concern about the cost if it is not offset. 
With the price tag expected to fall some-
where in the $600 billion range, the 
permanency measure is likely to be the 
most expensive part of the 2.0 package.

Because Republicans used the bud-
get reconciliation process to pass their 
original tax overhaul, they had to ensure 
the cost of the measure did not exceed 
$1.5 trillion, as specified by the reconcil-
iation instructions the House and Sen-
ate agreed to in their joint fiscal 2018 
budget resolution. 

In House-Senate conference negoti-
ations, lawmakers ultimately decided to 
have the tax cuts they were enacting on 
the individual side of the code expire af-
ter 2025 so the projected revenue loss 
would remain under the $1.5 trillion tar-
get. Corporate tax cuts, however, were 
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made permanent under the bill.
The IAA had hoped to see the 2.0 ef-

fort include some improvements to the 
treatment of small businesses that are 
organized as pass-through businesses, 
as well as 
restoration of 
advisory fee 
d e d u c t i b i l -
ity. While not 
d i s c l o s i n g 
any specifics, 
C o m m i t te e 
C h a i r m a n 
Kevin Brady 
(R-Texas) said 
there will be 
future efforts to improve the tax code 
beyond 2.0 and that they’re discussing 
with House Republicans the best timing 
for addressing them, suggesting they 
may be part of a 3.0 or 4.0 effort. 

Some of the smaller tweaks to the tax 
law are expected to come in a technical 
corrections package that Speaker Paul 
Ryan said recently would be brought up 
during the lame-duck session after the 
November elections.

Despite the narrow focus of the Tax 
Reform 2.0 outline, this renewed con-
sideration of tax reform in the House 
makes it critically important that Con-
gress hear from advisers now about 
amending two provisions of the 2017 
Tax Cuts and Jobs Act that unfairly 
disadvantage investment advisory 
firms and their clients. Specifically, 

the IAA urges advisers to use our on-
line Take Action Now tool (available on 
the homepage of the IAA website under 
Advocacy) and contact Congress to 
restore the deductibility of investment 
advisory fees as an itemized deduction 
and to make advisory firms eligible for 
the new 20 percent deduction for pass-
through businesses. 

Senate Banking Committee 
Confirmation Hearing for SEC 
Nominee Elad Roisman 

The Senate Banking Committee con-
ducted a confirmation hearing on July 
24 for Elad Roisman, who currently 
serves as chief counsel to the Banking 
Committee, 
to fill the seat 
of recently 
departed Se-
curities and 
E x c h a n g e 
Commission 
Commission-
er Michael 
Piwowar.

Mr. Rois-
man testified 
that his past work experience would 
benefit him in his return to the SEC. 
Prior to his current role with the Senate 
Banking Committee, he served as its 
senior counsel and securities counsel. 
From 2012 to mid-2014, he worked as 
counsel to Republican SEC Commis-

sioner Daniel M. Gallagher, and be-
fore starting his career in government, 
worked in the legal department of 
NYSE Euronext and practiced corporate 
and securities law at Milbank, Tweed, 
Hadley & McCloy.

Despite pointed questioning, Rois-
man avoided taking a position on the 
SEC’s proposed rulemaking creating a 
best interest standard for brokers. How-
ever, he stated it was “important for the 
agency to act” and that he had an “open 
mind” on the issues.

A date for a full committee vote on 
Mr. Roisman’s nomination has yet to be 
set but is expected in the coming weeks.

IAA Introduces Hill Advocacy 
Update

To keep members up to date on our 
legislative advocacy efforts, the IAA has 
launched its online Hill Advocacy Up-
date, available on the IAA website under 
News>>Hill Advocacy Update. Con-
tent will be refreshed as events warrant 
– and the Update’s landing page pro-
vides easy access to our Take Action 
Now tool. 

Contact IAA Vice President for Gov-
ernment Relations Neil Simon at neil.
simon@investmentadviser.org to share 
your views or to obtain more informa-
tion about these or other government 
relations matters. 

Rep. Kevin Brady (R-Texas)

Michael Piwowar, former 
SEC Commissioner
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