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Disgorgement: 

A Brief But Necessary History



Disgorgement Defined

• It is “the act of giving up something (such as profits illegally obtained) on 
demand or by legal compulsion.” Black’s Law Dictionary.

• Disgorgement is “one of the cornerstones of the law of restitution and 
unjust enrichment.” Restatement (Third) of Restitution and Unjust 
Enrichment §3 cmt. a (Am. Law Inst. 2011).

• “[T]he unjust enrichment of a conscious wrongdoer, or of a defaulting 
fiduciary without regard to notice or fault, is the net profit attributable 
to the underlying wrong. The object of restitution in such cases is to 
eliminate profit from wrongdoing while avoiding, so far as possible, the 
imposition of a penalty. Restitution remedies that pursue this object are 
often called “disgorgement” or “accounting.” Id. §51(4)



Statutory Basis for SEC 
Disgorgement – the ‘34 Act

• In enforcement actions prosecuted through the SEC’s 
administrative tribunals, it can seek civil penalties plus “an order 
requiring accounting and disgorgement.” 15 U.S.C. §§ 77h-1(e), 
(g).

• In civil actions in federal courts, the SEC can seek “[m]oney
penalties” and “any equitable relief that may be appropriate or 
necessary for the benefit of investors.” 15 U.S.C. §§ 78u(d)(3), (5).

• The Supreme Court has stated that a statutory reference to “equitable 
relief” points to “the kinds of relief ‘typically available in equity’ in the 
days of ‘the divided bench,’ before law and equity merged.” US Airways, 
Inc. v. McCutchen, 569 U.S. 88, 94-95 (2013).



Liu: Two views of history

Opinion of the Court
(Sotomayor, J.)

Dissent
(Thomas, J.)



Disgorgement: Rooted in Equity

• Functionally resembles classic equitable remedies.

Restitution

Equity compels the return 
of victim’s stolen goods

Rescission

A tainted agreement is 
unwound to restore the 
parties to the status quo ante

Accounting for Profits

A victim recovers profits taken in 
breach of a fiduciary relationship

Equitable Lien

Gives a victim a claim on misappropriated 
property, or on property improved via 
misappropriated funds



Disgorgement: Rooted in Equity

• Early US developments of what came to be known as disgorgement 
were in patent and copyright cases.

• Foundational Supreme Court case: Sheldon v. Metro-Goldwyn 
Pictures Corp., 309 U.S. 390 (1940), involving profits from a movie 
infringing on a copyrighted play.

• “[R]elief had been given according to the principles governing equity 
jurisdiction, not to inflict punishment but to prevent an unjust 
enrichment by allowing injured complainants to claim that which, ex 
aequo et bono, is theirs, and nothing beyond this.” Sheldon, 309 U.S. at 
399.



Disgorgement: SEC Remedy?

• Prior cases established that the victim of wrongdoing could recover what was 
taken, plus gains thereon, from wrongdoer.

• In the 1970s, federal appellate courts agreed for the first time that the SEC 
could invoke this remedy under the ‘34 Act as well.

• “The Supreme Court has upheld the power of the Government without 
specific statutory authority to seek restitution, and has upheld the lower 
courts in granting restitution, as an ancillary remedy in the exercise of the 
courts' general equity powers to afford complete relief. . . . Thus we hold that 
the SEC may seek other than injunctive relief in order to effectuate the 
purposes of the Act, so long as such relief is remedial relief and is not a penalty 
assessment. . . . It would severely defeat the purposes of the Act if a violator of 
Rule 10b-5 were allowed to retain the profits from his violation.” SEC v. Texas 
Gulf Sulphur Co., 446 F.2d 1301, 1307–08 (2d Cir. 1971)



Disgorgement: SEC Remedy?

• The Second Circuit identified this remedy as disgorgement the 
following year.

• “The effective enforcement of the federal securities laws 
requires that the SEC be able to make violations unprofitable. 
The deterrent effect of an SEC enforcement action would be 
greatly undermined if securities law violators were not 
required to disgorge illicit profits.” SEC v. Manor Nursing 
Centers, Inc., 458 F.2d 1082, 1104 (2d Cir. 1972).



Kokesh and 

Administrative Overreach



The Supreme Court takes on SEC 
Disgorgement

SEC’s Principal Brief, Kokesh v. SEC, March 2017



Material Facts in Kokesh

• In 2009, the SEC brought an enforcement action against 
Charles Kokesh for securities law violations from 1995-2006.

• A jury found him liable, and he was ordered to pay $2.4 
million in penalties, $34.9 million in disgorgement (for 
conduct stretching back to 1995), and $18 million in pre-
judgment interest.

• Under federal law, any action ”for the enforcement of any civil 
fine, penalty, or forfeiture” is subject to a five-year statute of 
limitations. 28 U.S.C. § 2462.



The Court is Skeptical

Problem 1: The SEC sometimes 
keeps the money it disgorges.

SOURCE: Kokesh Oral 
Argument Transcript, at 52



The Court is Skeptical

Problem 2: Since the SEC keeps 
the money, disgorgement seems
punitive, not equitable.

SOURCE: Kokesh Oral 
Argument Transcript, at 47



The Court is Skeptical

Problem 3: The SEC argues there
is no limit on its ability to disgorge
ill-gotten gains.

SOURCE: Kokesh Oral 
Argument Transcript, at 53



The Court Puts SEC Disgorgement 
in Jeopardy

• The Court rules in 2017 that SEC disgorgement is subject to the 
five-year statute of limitations because “it bears all the hallmarks 
of a penalty: It is imposed as a consequence of violating a public 
law and is intended to deter, not to compensate.” Opinion at 9.

• It explicitly reserved the question it wound up answering in Liu: 



Liu Answers the 

Open Question from Kokesh



The Impact of Kokesh

• After Kokesh, defendants argued in virtually every SEC 
enforcement action in federal court that SEC disgorgement was a 
penalty, not an equitable remedy, and was thus not allowed 
because it was not listed as a punishment under the ‘34 Act.

• This argument did not get much traction in light of Kokesh’s
footnote 3, but that did not deter litigants. 



Enter Charles Liu

• In 2016, the SEC sued Charles Liu, his wife, and several entities they 
were affiliated with for defrauding investors who participated in the EB-
5 Immigrant Investor Program.

• The program allowed noncitizens to apply for permanent residency in 
the US by investing in approved commercial enterprises focused on 
economic growth.

• According to the SEC, Liu solicited foreign investment under this 
program for a cancer treatment center in California, and then took 
millions of dollars of those investment proceeds for his personal use.

• Liu was found liable under the securities laws, and was ordered to 
disgorge the “full amount” he raised from investors.



The Court’s Ruling

• The Supreme Court granted certiorari in November 2019 to address the 
question it left open in Kokesh.

• It sided, interestingly enough, both with Mr. Liu and against the defense 
bar, and found that disgorgement was an equitable remedy so long as it 
was applied like one.



The Court’s Ruling

• The Court plainly did not want to remove a profits-based remedy from 
the SEC’s toolbox, as such remedies were grounded in centuries of 
equity jurisprudence.

• At the same time, it recognized that the SEC often treated disgorgement 
as punitive instead of restorative, in no small part because it could keep 
disgorged assets instead of returning them to the victims.

• It thus vacated the judgment and remanded the case back to the Ninth 
Circuit for further proceedings.



Guardrails on SEC Disgorgement

The heart of the opinion is its “discuss[ion of] principles that may 
guide the lower courts’ assessment” of challenges to disgorgement:

1. Any order ”directing any proceeds [of disgorgement] to the 
Treasury”—which may allow the SEC to keep some or all of the 
funds—must be “for the benefit of investors”

2. Whether disgorgement is appropriate for benefits that accrue to 
affiliates of a wrongdoer is a question of fact

3. Courts should deduct “legitimate expenses” from the 
disgorgement amount 



Functional Impacts of Liu



Point 1: More Civil Penalties

• By statute, civil penalties are capped at $100,000 per violation (for a 
person), $500,000 per violation (for an entity), or at the ”gross amount 
of pecuniary gain” – in other words, penalties may equal disgorgement. 
See 15 U.S.C. § 78u(d)(3)(b).

• In each of 2015 and 2016, the SEC transferred more than half a billion 
dollars of penalties and unreturned disgorgement proceeds to the US 
Treasury. (SEC 2016 Annual Report, at 106)

• “During my time as Chairman, the Enforcement Division . . . has brought 
over 2,500 enforcement actions, obtained over $11 billion in 
disgorgement and penalties, and returned over $3 billion to harmed 
investors.” – SEC Chairman Jay Clayton, Sept. 17, 2020.

• This leaves $8 billion for the SEC since May 2017.



Point 1: More Civil Penalties
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Point 1: More Civil Penalties

The SEC has made clear that it will likely be seeking increased penalties to 
cover the shortfall in disgorgement revenue in light of Liu: 

Stephanie Avakian, Director, Division of Enforcement, “Protecting Everyday Investors and 
Preserving Market Integrity: The SEC’s Division of Enforcement” (dated Sept. 17, 2020)



Point 2: Cost-Benefit Analysis

• Given the requirement that disgorgement be “for the benefit of 
investors,” there will be increased pressure to return any disgorged 
funds to fraud victims. 

• Thus, it will likely be harder for the SEC to justify seeking 
disgorgement in (i) “victimless” cases and (ii) cases where the 
administrative costs of actually disbursing money to victims 
outstrips the recovery.

• Liu leaves open the chance for lower courts to craft disgorgement 
orders even in those cases that could benefit investors.



Point 3: Joint and Several Liability

• Liu heightens the burden on the SEC to prove, via a fact-intensive 
showing, that a wrongdoer’s affiliates may be held liable under a 
theory of joint and several liability.

• It also creates an incentive for the SEC to pursue family members, 
related entities, and affiliates as co-conspirators that can be 
subject to penalties, not just as relief defendants.

• Will be a challenge for courts to set the appropriate standards for 
reviewing affiliate claims.



Point 4: Role of Plaintiffs’ Bar

• Liu contemplates disgorged funds being returned to victims.

• This sets up a three-way standoff between the government, the primary 
wrongdoer, and the victims over who gets to keep how much of the 
disgorged money. This may discourage private securities suits if the SEC 
has already collected on its judgment, since the expectation would be 
that recoverable damages should have been distributed by the SEC to 
begin with.

• Conversely, plaintiffs’ lawyers may see an opportunity to take up the 
“uneconomical” cases that the SEC may overlook, or seek to intervene 
in SEC enforcement actions. Open question whether private litigants 
could sue the SEC for not distributing disgorged funds.



Point 5: Role of Defense Bar

• Defendants have already advanced several types of theories 
regarding Liu.
• Where defendant claimed she was a “passive recipient of profits” and did 

not enjoy “fruits of the scheme,” SEC must show that the amount they 
seek disgorged was actually a “benefit” to the defendant. (DeMaison)

• Benefit must be tied to a “specific securities law violation,” and “entirely 
fraudulent enterprise” theory not available retrospectively. (Goulding)

• Whether a FINRA bar and disgorgement order is impermissibly punitive 
(Springsteen-Abbot)

• SEC has generally taken the “nothing to see here” position.



Point 5: Role of Defense Bar

Likely strongest arguments to make going forward:

• More than before, SEC has burden to tie every dollar disgorged to an 
actual benefit defendant received from activity that violated the securities 
laws.

• Imposing affiliate liability on primary wrongdoer will often lack factual 
support.

• Penalties that are just designed to make up SEC revenue shortfalls, not 
actually punish proportional to the alleged wrongdoing, are improper.

• “Double dipping” if victims already made whole through separate litigation 
or settlement.
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In ‘Liu v. SEC’, Disgorgement Survives, But With Conditions 
By Joseph Gallagher 

Originally published in the New York Law Journal on July 28, 2020. 

On June 22, 2020, the Supreme Court saved the disgorgement remedy it called into question in Kokesh v. 
SEC, but put the brakes on the SEC’s more zealous applications that risked transforming it into an 
unauthorized penalty. 

The June 22, 2020 decision in Liu v. SEC saw the Supreme Court answer a question that has been 
front-and-center for securities litigators since 2017: Can federal courts order disgorgement in SEC 
enforcement proceedings despite lacking explicit statutory authority to do so? In an 8-1 opinion, the Court 
held that “a disgorgement award that does not exceed a wrongdoer’s net profits and is awarded for victims 
is equitable relief permissible under” the securities laws. 591 U.S. __, at *1. In other words, disgorgement 
is equitable, so long as it is done the right way. Otherwise, it would constitute a penalty, and fall outside 
the scope of remedies Congress authorized the SEC to seek. This has meaningful repercussions for 
securities defendants facing the prospect of multi-million-dollar disgorgement orders. 

For decades, this distinction between a penalty and an equitable remedy did not particularly vex 
practitioners. Congress authorized the SEC to enforce the securities laws both through administrative 
proceedings and civil actions brought in federal court. In administrative proceedings, the SEC can seek civil 
penalties and the disgorgement of a violator’s ill-gotten gains. See 15 U.S.C. § 78u-2(a), (e). In civil actions, 
it can pursue “civil penalt[ies]” and “any equitable relief that may be appropriate and necessary for the 
benefit of investors.” See 15 U.S.C. § 78u(d)(3), (5). Since the 1970s, federal courts interpreted “equitable 
relief” to include disgorgement, which has its roots in the classical equitable remedy of restitution and was 
designed to “depriv[e]” a wrongdoer of “the gains of . . . wrongful conduct.” See Liu, at *4 (quoting SEC 
v.�Texas Gulf Sulphur Co., 446 F. 2d 1301, 1307-08 (2d Cir. 1971)).

In 2017, however, the Supreme Court heard Kokesh v. SEC, 137 S. Ct. 1365, which asked whether 
disgorgement was bound by a five-year statute of limitations that binds other penalties the U.S. government 
may impose. At oral argument, several justices were clearly troubled by the way lower courts and the SEC 
had constructed the law of disgorgement without guidance from Congress or the Supreme Court. They 
appeared particularly skeptical of the SEC’s practice of paying disgorged sums into the U.S. Treasury, as 
the agency had no obligation to return those funds to fraud victims—which is the heart of equitable 
restitution. Ultimately, the Court held that disgorgement in SEC enforcement actions “bears all the 
hallmarks of a penalty: It is imposed as a consequence of violating a public law and it is intended to deter, 
not to compensate.” 137 S. Ct. at 1644. While it then held that “[d]isgorgement, as it is applied in SEC 
enforcement proceedings, operates as a penalty” for purposes of the federal statute of limitations provision, 
id. at 1645, it expressly declined to decide whether it was a penalty for all purposes. This, in effect, invited 
the securities defense bar to argue in every case that came after Kokesh that the SEC was not entitled to 
disgorgement because the remedy had been unmoored from its equitable foundations. 

Enter Charles Liu. In 2016, the SEC brought an enforcement action against Mr. Liu, his wife, and 
several related entities for defrauding investors who participated in the EB-5 Immigrant Investor Program. 
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This program allows “noncitizens to apply for permanent residence in the United States by investing in 
approved commercial enterprises” focused on economic growth. Liu, at *4. Liu distributed an offering 
memorandum under the EB-5 program seeking investors to help build a cancer treatment center. According 
to the SEC’s allegations, however, Liu misappropriated millions of dollars from the funds raised, diverted 
them to personal bank accounts and used them to pay impermissibly high salaries. The district court in 
California entered judgment for the SEC, including for disgorgement of the “full amount [Liu] raised from 
investors,” less sums remaining in the corporate accounts, as a “reasonable approximation of the profits 
causally connected” to the violation. It also held each of the defendants jointly and severally liable for the 
award. Id. at 5.  The Ninth Circuit affirmed, and the Supreme Court granted certiorari on November 1, 2019 
to address the question it had left open in Kokesh.  

 
By an 8-1 majority opinion authored by Justice Sotomayor, the Court held that disgorgement was 

an equitable remedy so long as it was applied like one. In doing so, it relied on two fundamental principles 
of equity jurisprudence: “First, equity practice long authorized courts to strip wrongdoers of their ill-gotten 
gains, with scholars and courts using various labels for the remedy. Second, to avoid transforming an 
equitable remedy into a punitive sanction, courts restricted the remedy to an individual wrongdoer’s net 
profits to be awarded for victims.” Id. at *6. Applying these principles, the Court vacated the disgorgement 
award and remanded to the district court for another try. 

 
The Court’s guidance for remand is the real meat of the opinion. In over six pages of well-reasoned 

analysis, the court erected three guardrails to ensure that disgorgement awards do not veer into penalty 
territory.   

 
First, since the securities laws require equitable remedies to be “for the benefit of investors,” the 

lower courts must evaluate whether a disgorgement award—especially one that pays the disgorged funds 
into the U.S. Treasury to fund SEC operations—satisfies this standard. In general, “the equitable nature of 
the profits remedy . . . requires the SEC to return a defendant’s gains to wronged investors for their benefit.” 
Id. at *15.  

 
Second, “impos[ing] disgorgement liability on a wrongdoer for benefits that accrue to his affiliates, 

sometimes through joint-and-several liability . . . could transform any equitable profits-focused remedy into 
a penalty.” Id. at *17. Assessing whether a collective remedy is appropriate in a given case is a factual 
inquiry left to the lower courts. Id. at *18.  

 
Third, “courts must deduct legitimate expenses before ordering disgorgement under” the securities 

laws, such as for items—in this case, cancer treatment equipment—that “arguably have value independent 
of fueling a fraudulent scheme.” Id. at *18-19. 
  
 What do these guardrails mean in practice? Several things seem evident at this early juncture. 
  

It will likely be harder for the SEC to obtain disgorgement in so-called “victimless” cases, where 
the wrongdoer reaped a benefit but investors were not harmed by the misconduct. Any disgorgement award 
in such cases would likely violate the requirement that it be “for the benefit of investors.”  
  

Since courts have now been cautioned against freely imposing collective or joint-and-several 
liability, the SEC will likely increase its efforts to show that affiliates or family members of alleged 
wrongdoers were co-conspirators (at the very least), or held funds as nominees of defendants. If these issues 
are litigated correctly, they require very fact-intensive investigations tying either third parties to the 
wrongdoing itself or the defendant to the funds those third parties are holding. The challenge for district 
and circuit courts will be to define the standards of proof required to reach assets under each theory. 
  



 
 

 3 

Liu also sets up a three-way standoff between the government, defendants, and victims over the 
disposition of disgorged funds. Typically, both the SEC and the victims sue a securities defendant to recover 
their losses. If the SEC gets to judgment first, victims would still have a damages case if the disgorged 
funds were not returned and instead found their way to the U.S. Treasury. Now, however, the Court was 
clear that disgorged funds, wherever possible, must be returned to victims. Defendants now have a better 
chance of mooting claims brought by victims in parallel proceedings since the SEC should be returning all 
disgorged funds and any additional civil award levied against a defendant in favor of the victim would be 
double-dipping. Liu thus may have the practical impact of deterring piggy-back investor lawsuits for 
violations of the securities laws. 

 
Conversely, victims may be forced to seek to intervene in SEC proceedings if they are to have a 

say in the disposition of disgorged funds. If investor lawsuits would be prohibitively expensive because 
most of the ill-gotten gains will be returned to investors via disgorgement, this may be investors’ lone 
opportunity to contest how those illicitly obtained funds are to be distributed.  
  

Finally, civil penalties may become much more important to the SEC. These are capped by statute 
at $100,000 per violation for a natural person, $500,000 per violation for entities, or the “gross amount of 
pecuniary gain to [a] defendant.” 15 U.S.C. § 78u(d)(3)(B). Since Liu limits the SEC’s ability to use 
disgorged assets to, for example, pay whistleblower awards or fund the agency’s operations, Liu, at *15, 
but puts no limits on the use of civil penalties, the SEC may face difficult budgetary decisions on which 
activities to prioritize and fund. 
 
 
Joseph Gallagher is a partner at Harris St. Laurent LLP. 
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1 (Slip Opinion)  OCTOBER  TERM,  2019 

Syllabus 

NOTE:  Where  it  is  feasible, a  syllabus  (headnote) will be  released, as  is 
being  done  in  connection with  this  case,  at  the  time  the  opinion  is  issued. 
The  syllabus  constitutes  no  part  of  the  opinion  of  the  Court  but  has  been 
prepared  by  the  Reporter  of  Decisions  for  the  convenience  of  the  reader. 
See United States v. Detroit Timber & Lumber Co., 200 U. S. 321, 337. 

SUPREME COURT OF THE UNITED STATES 

Syllabus 

LIU ET AL. v. SECURITIES AND EXCHANGE 
COMMISSION 

CERTIORARI TO THE UNITED STATES COURT OF APPEALS FOR 

THE NINTH CIRCUIT 

No. 18–1501.  Argued March 3, 2020—Decided June 22, 2020 

To punish securities fraud, the Securities and Exchange Commission is 

authorized  to  seek  “equitable  relief”  in civil proceedings, 15 U. S. C. 

§78u(d)(5).  In Kokesh v. SEC, 581 U. S. ___,  this Court held that a 
disgorgement order in a Securities and Exchange Commission (SEC)

enforcement action constitutes a “penalty” for purposes of the applica-

ble  statute  of  limitations.  The  Court  did  not,  however,  address 

whether  disgorgement  can  qualify  as  “equitable  relief”  under 

§78u(d)(5), given that equity historically excludes punitive sanctions.

Petitioners Charles Liu and Xin Wang solicited foreign nationals to

invest in the construction of a cancer-treatment center, but, an SEC 

investigation revealed, misappropriated much of the funds in violation 

of the terms of a private offering memorandum.  The SEC brought a 

civil  action  against  petitioners,  seeking,  as  relevant  here,  disgorge-

ment equal to the full amount petitioners had raised from investors. 

Petitioners argued that the disgorgement remedy failed to account for 

their  legitimate business expenses, but  the District Court disagreed

and ordered petitioners jointly and severally liable for the full amount. 

The Ninth Circuit affirmed. 

Held: A disgorgement award that does not exceed a wrongdoer’s net prof-
its  and  is  awarded  for  victims  is  equitable  relief  permissible  under 

§78u(d)(5).  Pp. 5–20.

(a) In  interpreting statutes that provide  for “equitable relief,”  this

Court analyzes whether a particular remedy falls into “those catego-

ries of relief that were typically available in equity.”  Mertens v. Hewitt 
Associates, 508 U. S. 248, 256.  Relevant here are two principles of eq-
uity jurisprudence.  Equity practice has long authorized courts to strip 

wrongdoers of their ill-gotten gains.  And to avoid transforming that 



   
 

 

 
     

   

   
 

   

 

     

 

    

 
 
 

 
 

 

   
 

 
 

 
   

 

2  LIU v. SEC 

Syllabus 

remedy into a punitive sanction, courts restricted it to an individual 
wrongdoer’s net profits to be awarded for victims.  Pp. 5–14. 

(1) Whether  it  is  called  restitution,  an  accounting,  or  disgorge-
ment, the equitable remedy that deprives wrongdoers of their net prof-
its from unlawful activity reflects both the foundational principle that 
“it would be inequitable that [a wrongdoer] should make a profit out of
his own wrong,” Root v. Railway Co., 105 U. S. 189, 207, and the coun-
tervailing equitable principle that the wrongdoer should not be pun-
ished  by  “pay[ing]  more  than  a  fair  compensation  to  the  person 
wronged,” Tilghman v. Proctor, 125 U. S. 136, 145–146.  The remedy
has been a mainstay of equity courts, and is not limited to cases in-
volving a breach of trust or fiduciary duty, see Root, 105 U. S., at 214. 
Pp. 6–9.

(2) To avoid transforming a profits award into a penalty, equity 
courts restricted the remedy in various ways.  A constructive trust was 
often imposed on wrongful gains for wronged victims.  See, e.g., Bur-
dell v. Denig, 92 U. S. 716, 720.  Courts also generally awarded profits-
based remedies against individuals or partners engaged in concerted 
wrongdoing, not against multiple wrongdoers under a  joint-and-sev-
eral liability theory.  See, e.g., Ambler v. Whipple, 20 Wall. 546, 559. 
Finally, courts limited awards to the net profits from wrongdoing after 
deducting  legitimate expenses.   See, e.g., Rubber Co. v. Goodyear, 9 
Wall. 788, 804.  Pp. 9–12.
    (3) Congress incorporated these longstanding equitable principles 
into §78u(d)(5), but courts have occasionally awarded disgorgement in 
ways that test the bounds of equity practice.   Petitioners claim that 
disgorgement  is  necessarily  a  penalty  under Kokesh,  and  thus  not 
available at equity.  But Kokesh expressly declined to reach that ques-
tion.  The  Government  contends  that  the  SEC’s  interpretation  has 
Congress’ tacit support.  But Congress does not enlarge the breadth of 
an equitable, profit-based remedy simply by using the term “disgorge-
ment” in various statutes.  Pp. 12–14. 
(b) Petitioners briefly claim that their disgorgement award crosses 

the bounds of traditional equity practice by failing to return funds to
victims,  imposing  joint-and-several  liability, and declining to deduct 
business expenses from the award.  Because the parties did not fully 
brief these narrower questions, the Court does not decide them here. 
But certain principles may guide the lower courts’ assessment of these 
arguments on remand.  Pp. 14–20. 

(1) Section 78u(d)(5) provides limited guidance as to whether the 
practice of depositing a defendant’s gains with the Treasury satisfies
its command that any remedy be “appropriate or necessary for the ben-
efit of investors,” and the equitable nature of the profits remedy gen-
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erally requires the SEC to return a defendant’s gains to wronged in-

vestors.  The parties, however, do not identify a specific order in this

case directing any proceeds to the Treasury.  If one is entered on re-

mand, the lower courts may evaluate in the first instance whether that

order would be for the benefit of investors and consistent with equita-

ble principles.  Pp. 14–17.

(2) Imposing  disgorgement  liability  on  a wrongdoer  for  benefits 

that  accrue  to  his  affiliates  through  joint-and-several  liability  runs 

against the rule in favor of holding defendants individually liable.  See 

Belknap v. Schild, 161 U. S. 10, 25–26.  The common law did, however, 
permit  liability  for partners engaged  in concerted wrongdoing.  See, 

e.g., Ambler, 20 Wall., at 559.  On remand, the Ninth Circuit may de-
termine whether  the  facts  are  such  that  petitioners  can,  consistent

with  equitable  principles,  be  found  liable  for  profits  as  partners  in 

wrongdoing or whether individual liability is required.  Pp. 17–18. 

(3) Courts may  not  enter  disgorgement  awards  that  exceed  the 

gains “made upon any business or investment, when both the receipts

and payments are taken into the account.”  Goodyear, 9 Wall., at 804. 
When the “entire profit of a business or undertaking” results from the 

wrongdoing,  a  defendant  may  be  denied  “inequitable  deductions.” 

Root, 105 U. S., at 203.  Accordingly, courts must deduct  legitimate 
expenses before awarding disgorgement under §78u(d)(5).   The Dis-

trict  Court  below  did  not  ascertain  whether  any  of  petitioners’  ex-

penses were legitimate.  On remand, the lower courts should examine 

whether  including  such  expenses  in  a  profits-based  remedy  is  con-

sistent with the equitable principles underlying §78u(d)(5).  Pp. 18–20. 

754 Fed. Appx. 505, vacated and remanded. 

SOTOMAYOR, J., delivered the opinion of the Court, in which ROBERTS, 

C. J., and GINSBURG, BREYER, ALITO, KAGAN, GORSUCH, and KAVANAUGH, 

JJ., joined.  THOMAS, J., filed a dissenting opinion. 



   
 

 

     
       

 
   

     

 

   
 

 

 

 
   

 

 

   

_________________ 

_________________ 

1 Cite as:  591 U. S. ____ (2020) 

Opinion of the Court 

NOTICE:  This opinion is subject to formal revision before publication in the 
preliminary  print  of  the United States Reports.  Readers  are  requested  to 
notify the Reporter of Decisions, Supreme Court of the United States, Wash-
ington, D. C. 20543, of any typographical or other formal errors, in order that 
corrections may be made before the preliminary print goes to press. 

SUPREME COURT OF THE UNITED STATES 

No. 18–1501 

CHARLES C. LIU, ET AL., PETITIONERS v. 
SECURITIES AND EXCHANGE COMMISSION 

ON WRIT OF CERTIORARI TO THE UNITED STATES COURT OF 
APPEALS FOR THE NINTH CIRCUIT 

[June 22, 2020] 

JUSTICE SOTOMAYOR delivered the opinion of the Court. 
In Kokesh v. SEC, 581 U. S. ___ (2017), this Court held 

that  a  disgorgement  order  in  a  Securities  and  Exchange
Commission (SEC) enforcement action imposes a “penalty”
for the purposes of 28 U. S. C. §2462, the applicable statute 
of limitations.  In so deciding, the Court reserved an ante-
cedent question: whether, and to what extent, the SEC may 
seek “disgorgement” in the first instance through its power
to award “equitable relief ” under 15 U. S. C. §78u(d)(5), a
power  that  historically  excludes  punitive  sanctions.  The 
Court holds today that a disgorgement award that does not 
exceed a wrongdoer’s net profits and is awarded for victims
is equitable relief permissible under §78u(d)(5).  The judg-
ment  is vacated, and  the case  is  remanded  for  the courts 
below to ensure the award was so limited. 

I 
A 

Congress  authorized  the  SEC  to  enforce  the  Securities 
Act of 1933, 48 Stat. 74, as amended, 15 U. S. C.  §77a et 
seq., and the Securities Exchange Act of 1934, 48 Stat. 881, 
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as amended, 15 U. S. C. §78a et seq., and to punish securi-
ties fraud through administrative and civil proceedings.  In 
administrative proceedings, the SEC can seek limited civil
penalties  and  “disgorgement.”    See  §77h–1(e)  (“In  any 
cease-and-desist proceeding under subsection (a), the Com-
mission may enter an order requiring accounting and dis-
gorgement”);  see  also  §77h–1(g)  (“Authority  to  impose
money penalties”).  In civil actions, the SEC can seek civil 
penalties  and  “equitable  relief.”   See, e.g.,  §78u(d)(5)  (“In
any action or proceeding brought or instituted by the Com-
mission under any provision of the securities laws, . . .  any 
Federal court may grant . . . any equitable relief that may
be appropriate or necessary  for  the benefit  of  investors”);
see also §78u(d)(3) (“Money penalties in civil actions” (quo-
tation modified)).
Congress did not define what falls under the umbrella of 

“equitable relief.”  Thus, courts have had to consider which 
remedies the SEC may impose as part of its §78u(d)(5) pow-
ers. 
  Starting with SEC v. Texas Gulf Sulphur Co., 446 F. 2d 
1301 (CA2 1971), courts determined that the SEC had au-
thority  to obtain what  it called “restitution,” and what  in 
substance amounted to “profits” that “merely depriv[e]” a
defendant  of  “the  gains  of  . . . wrongful  conduct.”    Id.,  at 
1307–1308.  Over the years, the SEC has continued to re-
quest this remedy, later referred to as “disgorgement,”1 and 
—————— 

1 Courts have noted the relatively recent vintage of the term “disgorge-
ment.”  See,  e.g., SEC v. Cavanaugh,  445  F. 3d  105,  116,  n.  24  (CA2 
2006).  The dissent contends that this recency in terminology alone re-
moves  disgorgement  from  the  class  of  traditional  equitable  remedies, 
post, at 4 (opinion of THOMAS, J.), despite seeming to recognize disgorge-
ment’s parallels to restitution-based awards well within that class, post, 
at 4–5.  It is no surprise that the dissent notes such parallels, given this 
Court’s  acknowledgment  that  “disgorgement  of  improper profits”  is  “a 
remedy only for restitution” that is “traditionally considered . . . equita-
ble.”  Tull v. United States, 481 U. S. 412, 424 (1987); see also infra, at 7. 
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courts have continued to award it.  See SEC v. Common-
wealth Chemical Securities, Inc.,  574  F. 2d  90,  95  (CA2
1978)  (explaining  that,  when  a  court  awards  “[d]isgorge-
ment of profits in an action brought by the SEC,” it is “ex-
ercising  the  chancellor’s  discretion  to  prevent  unjust  en-
richment”); see also SEC v. Blatt, 583 F. 2d 1325, 1335 (CA5 
1978); SEC v. Washington Cty. Util. Dist., 676 F. 2d 218, 
227 (CA6 1982).
In Kokesh, this Court determined that disgorgement con-

stituted a “penalty” for the purposes of 28 U. S. C. §2462,
which establishes a 5-year statute of limitations for “an ac-
tion, suit or proceeding for the enforcement of any civil fine, 
penalty, or forfeiture.”  The Court reached this conclusion 
based on several considerations, namely, that disgorgement 
is imposed as a consequence of violating public laws, it  is 
assessed in part for punitive purposes, and in many cases, 
the award is not compensatory.  581 U. S., at ___–___ (slip 
op., at 7–9).  But the Court did not address whether a §2462 
penalty can nevertheless qualify as “equitable relief ” under 
§78u(d)(5), given that equity never “lends its aid to enforce 
a  forfeiture or penalty.”  Marshall  v. Vicksburg,  15 Wall. 
146, 149  (1873).   The Court cautioned, moreover,  that  its 
decision  should  not  be  interpreted  “as  an  opinion  on 
whether courts possess authority to order disgorgement in
SEC enforcement proceedings.”  Kokesh, 581 U. S., at ___, 
n. 3 (slip op., at 5, n. 3).  This question is now squarely be-
fore the Court. 

—————— 
The dissent also observes the solid equitable roots of an accounting for 
profits, post, at 3; accord, infra, at 6 (discussing the equitable origins of 
the accounting remedy), a remedy closely resembling disgorgement, see 
infra, at 8–9.  In any event, casting aside a form of relief solely “based on 
the particular label affixed to [it] would ‘elevate form over substance,’ ” 
Aetna Health Inc. v. Davila, 542 U. S. 200, 214 (2004), leaving unresolved 
the question before us: whether the underlying profits-based award con-
forms to equity practice. 
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B 

The SEC action and disgorgement award at  issue here 
arise from a scheme to defraud foreign nationals.  Petition-
ers  Charles  Liu  and  his  wife,  Xin  (Lisa) Wang,  solicited 
nearly $27 million from foreign investors under the EB–5 
Immigrant  Investor  Program  (EB–5  Program).    754  Fed. 
Appx.  505,  506  (CA9 2018)  (case  below).   The EB–5 Pro-
gram, administered by the U. S. Citizenship and Immigra-
tion Services, permits noncitizens to apply  for permanent
residence  in  the  United  States  by  investing  in  approved
commercial  enterprises  that  are  based  on  “proposals  for 
promoting economic growth.”  See USCIS, EB–5 Immigrant 
Investor  Program,  https://www.uscis.gov/eb-5.  Invest-
ments in EB–5 projects are subject to the federal securities 
laws. 
Liu sent a private offering memorandum to prospective

investors, pledging that the bulk of any contributions would 
go toward the construction costs of a cancer-treatment cen-
ter.  The  memorandum  specified  that  only  amounts  col-
lected from a small administrative fee would fund “ ‘legal, 
accounting and administration expenses.’ ”  754 Fed. Appx., 
at 507.  An SEC investigation revealed, however, that Liu
spent  nearly  $20 million  of  investor money  on  ostensible 
marketing expenses and salaries, an amount far more than
what the offering memorandum permitted and far in excess
of the administrative fees collected.  262 F. Supp. 3d 957, 
960–964  (CD Cal. 2017).  The  investigation also  revealed 
that Liu diverted a  sizable portion  of  those  funds  to per-
sonal accounts and to a company under Wang’s control.  Id., 
at 961, 964.  Only a fraction of the funds were put toward a 
lease,  property  improvements,  and  a  proton-therapy ma-
chine for cancer treatment.  Id., at 964–965. 
The SEC brought a civil action against petitioners, alleg-

ing that they violated the terms of the offering documents 
by misappropriating millions of dollars.  The District Court 
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found for the SEC, granting an injunction barring petition-

ers from participating in the EB–5 Program and imposing

a civil penalty at the highest tier authorized.  Id., at 975, 
976.  It also ordered disgorgement equal to the full amount 

petitioners  had  raised  from  investors,  less  the  $234,899

that remained in the corporate accounts for the project.  Id., 
at 975–976. 

Petitioners objected that the disgorgement award failed

to account for their business expenses.  The District Court 

disagreed, concluding that the sum was a “reasonable ap-

proximation of the profits causally connected to [their] vio-

lation.”  Ibid.  The court ordered petitioners jointly and sev-
erally liable for the full amount that the SEC sought.  App.

to Pet. for Cert. 62a. 

The Ninth Circuit affirmed.  It acknowledged that Kokesh 
“expressly refused to reach” the issue whether the District

Court had the authority to order disgorgement.   754 Fed. 

Appx., at 509.  The court relied on Circuit precedent to con-

clude that the “proper amount of disgorgement in a scheme

such as this one is the entire amount raised less the money 

paid back to the investors.”  Ibid.; see also SEC v. JT Wal-
lenbrock & Assocs., 440 F. 3d 1109, 1113, 1114 (CA9 2006)
(reasoning that it would be “unjust to permit the defendants 

to offset . . . the expenses of running the very business they 

created to defraud . . . investors”).

We  granted  certiorari  to  determine whether  §78u(d)(5) 

authorizes the SEC to seek disgorgement beyond a defend-

ant’s net profits from wrongdoing.  589 U. S. ___ (2019). 

II 

Our task is a familiar one.  In interpreting statutes like

§78u(d)(5) that provide for “equitable relief,” this Court an-

alyzes whether a particular remedy falls into “those catego-

ries  of  relief  that  were  typically  available  in  equity.” 
Mertens v. Hewitt Associates, 508 U. S. 248, 256 (1993); see 
also  CIGNA Corp.  v.  Amara,  563  U. S.  421,  439  (2011); 
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Montanile  v. Board of Trustees of Nat. Elevator Industry 
Health Benefit Plan, 577 U. S. 136, 142 (2016).  The “basic 
contours of the term are well known” and can be discerned 
by consulting works on equity  jurisprudence.  Great-West 
Life & Annuity Ins. Co.  v. Knudson,  534  U. S.  204,  217 
(2002).
These works on equity  jurisprudence reveal  two princi-

ples.  First, equity practice long authorized courts to strip 
wrongdoers  of  their  ill-gotten  gains,  with  scholars  and 
courts using various labels for the remedy.  Second, to avoid 
transforming an equitable remedy into a punitive sanction,
courts restricted the remedy to an individual wrongdoer’s
net profits to be awarded for victims. 

A 
Equity  courts  have  routinely  deprived  wrongdoers  of 

their net profits  from unlawful activity, even though that
remedy may have gone by different names.  Compare, e.g., 
1 D. Dobbs, Law of Remedies  §4.3(5),  p.  611  (1993)  (“Ac-
counting holds  the defendant  liable  for his profits”), with 
id.,  §4.1(1),  at  555  (referring  to  “restitution” as  the  relief
that  “measures  the  remedy  by  the  defendant’s  gain  and 
seeks to force disgorgement of that gain”); see also Restate-
ment  (Third)  of  Restitution  and Unjust  Enrichment  §51, 
Comment a, p. 204 (2010) (Restatement (Third)) (“Restitu-
tion  measured  by  the  defendant’s  wrongful  gain  is  fre-
quently called ‘disgorgement.’  Other cases refer to an ‘ac-
counting’  or  an  ‘accounting  for  profits’ ”);  1  J.  Pomeroy, 
Equity Jurisprudence §101, p. 112 (4th ed. 1918) (describ-
ing an accounting as an equitable remedy for the violation 
of strictly legal primary rights).
No matter the label, this “profit-based measure of unjust 

enrichment,” Restatement (Third) §51, Comment a, at 204, 
reflected a foundational principle: “[I]t would be inequitable 
that  [a  wrongdoer]  should  make  a  profit  out  of  his  own 
wrong,” Root v. Railway Co., 105 U. S. 189, 207 (1882).  At 
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the same time courts recognized that the wrongdoer should
not profit “by his own wrong,” they also recognized the coun-
tervailing  equitable  principle  that  the  wrongdoer  should
not be punished by “pay[ing] more than a fair compensation
to the person wronged.” Tilghman v. Proctor, 125 U. S. 136, 
145–146 (1888).
Decisions from this Court confirm that a remedy tethered

to a wrongdoer’s net unlawful profits, whatever the name, 
has been a mainstay of equity courts.  In Porter v. Warner 
Holding Co., 328 U. S. 395 (1946), the Court interpreted a 
section of the Emergency Price Control Act of 1942 that en-
compassed a “comprehensiv[e]” grant of “equitable jurisdic-
tion.”  Id., at 398.  “[O]nce [a District Court’s] equity juris-
diction has been invoked” under that provision, the Court 
concluded, “a decree compelling one to disgorge profits . . . 
may properly be entered.”  Id., at 398–399. 
Subsequent cases confirm the “ ‘protean character’ of the 

profits-recovery  remedy.”  Petrella  v.  Metro-Goldwyn-
Mayer, Inc.,  572  U. S.  663,  668,  n. 1  (2014).   In  Tull  v. 
United States,  481 U. S.  412  (1987),  the  Court  described 
“disgorgement of improper profits” as “traditionally consid-
ered an equitable remedy.”  Id., at 424.   While the Court 
acknowledged  that  disgorgement  was  a  “limited  form  of 
penalty”  insofar as  it  takes money out of  the wrongdoer’s
hands,  it  nevertheless  compared  disgorgement  to  restitu-
tion that simply “ ‘restor[es] the status quo,’ ” thus situating 
the remedy squarely within the heartland of equity.  Ibid.2 
—————— 
2 The dissent acknowledges that this Court has “referred to disgorge-

ment as an equitable remedy in some of its prior decisions.”  Post, at 6 
(citing Feltner v. Columbia Pictures Television, Inc., 523 U. S. 340, 352 
(1998)).  While the dissent attempts to discount those cases for having 
“merely referred to  the term” only  “in passing,” post, at 6,  those cases 
expressly “characterized as equitable . . . actions for disgorgement of im-
proper profits” in analyzing whether certain remedies were traditionally
available in equity, Feltner, 523 U. S., at 352 (citing Teamsters v. Terry, 
494 U. S. 558, 570 (1990) (“characteriz[ing] damages as equitable where
they are restitutionary, such as in ‘action[s] for disgorgement of improper 



   

 

     
 

  
 

 

 

 

 
 

 

 

   

 

 

8  LIU v. SEC 

Opinion of the Court 

In Great-West, the Court noted that an “accounting for prof-
its” was historically a “form of equitable restitution.”  534 
U. S., at 214, n. 2.  And in Kansas v. Nebraska, 574 U. S. 
445  (2015),  a  “ ‘basically  equitable’ ”  original  jurisdiction
proceeding, the Court ordered disgorgement of Nebraska’s
gains from exceeding its allocation under an interstate wa-
ter compact.  Id., at 453, 475. 
Most  recently,  in  SCA Hygiene Products Aktiebolag  v. 

First Quality Baby Products, LLC, 580 U. S. ___ (2017), the
Court canvassed pre-1938 patent cases invoking equity ju-
risdiction.  It noted that many cases sought an “accounting,” 
which  it  described  as  an  equitable  remedy  requiring  dis-
gorgement of ill-gotten profits.  Id., at ___ (slip op., at 11). 
This Court’s “transsubstantive guidance on broad and fun-
damental”  equitable  principles, Romag Fasteners, Inc.  v. 
Fossil Group, Inc., 590 U. S. ___, ___ (2020) (slip op., at 5), 
thus reflects the teachings of equity treatises that identify 
a defendant’s net profits as a remedy for wrongdoing.
Contrary to petitioners’ argument, equity courts did not 

limit this remedy to cases involving a breach of trust or of
fiduciary duty.  Brief for Petitioners 28–29.  As petitioners
acknowledge,  courts authorized profits-based relief  in pa-
tent-infringement actions where no such trust or special re-
lationship existed.  Id., at 29; see also Root, 105 U. S., at 
214 (“[I]t is nowhere said that the patentee’s right to an ac-
count is based upon the idea that there is a fiduciary rela-
tion created between him and the wrong-doer by the fact of 
infringement”).
Petitioners attempt to distinguish these patent cases by

suggesting  that an  “accounting” was appropriate only be-
cause Congress explicitly conferred that remedy by statute 
in 1870.  Brief for Petitioners 29 (citing the Act of July 8, 
1870, §55, 16 Stat. 206).  But patent law had not previously 
deviated  from the general principles outlined above: This 
—————— 
profits’ ”); Tull, 481 U. S., at 424). 
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Court had developed the rule that a plaintiff may “recover 
the amount of . . . profits that the defendants have made by 
the use of his invention” through “a series of decisions un-
der the patent act of 1836, which simply conferred upon the 
courts of the United States general equity jurisdiction . . . 
in  cases  arising  under  the  patent  laws.”   Tilghman,  125 
U. S., at 144.  The 1836 statute, in turn, incorporated the 
substance  of  an  earlier  statute  from  1819 which  granted
courts  the ability  to  “proceed according  to  the course and 
principles of  courts of  equity”  to  “prevent  the violation of 
patent-rights.”  Root, 105 U. S., at 193.  Thus, as these cases 
demonstrate,  equity  courts  habitually  awarded  profits-
based remedies in patent cases well before Congress explic-
itly authorized that form of relief. 

B 
While equity courts did not limit profits remedies to par-

ticular types of cases, they did circumscribe the award in
multiple ways to avoid transforming it into a penalty out-
side their equitable powers.  See Marshall, 15 Wall., at 149. 
For one, the profits remedy often imposed a constructive

trust on wrongful gains for wronged victims.  The remedy
itself thus converted the wrongdoer, who in many cases was 
an  infringer,  “into  a  trustee,  as  to  those  profits,  for  the
owner of the patent which he infringes.”  Burdell v. Denig, 
92 U. S. 716, 720 (1876).  In “converting the infringer into a
trustee for the patentee as regards the profits thus made,”
the chancellor “estimat[es] the compensation due from the
infringer to the patentee.”  Packet Co. v. Sickles, 19 Wall. 
611, 617–618 (1874); see also Clews v. Jamieson, 182 U. S. 
461,  480  (1901)  (describing  an  accounting  as  involving  a
“ ‘distribution of the trust moneys among all the beneficiar-
ies who are entitled to share therein’ ” in an action against 
the governing committee of a stock exchange). 
Equity courts also generally awarded profits-based rem-

edies against individuals or partners engaged in concerted 
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wrongdoing, not against multiple wrongdoers under a joint-
and-several  liability  theory.    See  Ambler  v. Whipple,  20 
Wall.  546,  559  (1874)  (ordering  an  accounting  against  a
partner who  had  “knowingly  connected  himself with  and 
aided in . . . fraud”).  In Elizabeth v. Pavement Co., 97 U. S. 
126  (1878),  for example, a  city engaged contractors  to  in-
stall pavement in a manner that infringed a third party’s 
patent.  The patent holder brought a suit  in equity to re-
cover  profits  from both  the  city  and  its  contractors.    The 
Court  held  that  only  the  contractors  (the  only  parties  to 
make a profit) were  responsible,  even  though  the parties 
answered jointly.  Id., at 140; see also ibid. (rejecting liabil-
ity for an individual officer who merely acted as an agent of 
the defendant and received a salary for his work).  The rule 
against joint-and-several liability for profits that have ac-
crued to another appears throughout equity cases awarding
profits.  See, e.g., Belknap  v. Schild,  161 U. S.  10,  25–26 
(1896) (“The defendants, in any such suit, are therefore lia-
ble to account for such profits only as have accrued to them-
selves from the use of the invention, and not for those which 
have accrued to another, and in which they have no partic-
ipation”); Keystone Mfg. Co. v. Adams, 151 U. S. 139, 148 
(1894) (reversing profits award that was based not on what
defendant had made from infringement but on what third 
persons had made from the use of the invention); Jennings 
v. Carson, 4 Cranch 2, 21 (1807) (holding that an order re-
quiring restitution could not apply to “those who were not 
in possession of the thing to be restored” and “had no power 
over  it”)  (citing  Penhallow  v.  Doane’s Administrators,  3 
Dall. 54 (1795) (reversing a restitution award in admiralty 
that ordered joint damages in excess of what each defend-
ant received)).
Finally,  courts  limited  awards  to  the  net  profits  from

wrongdoing, that is, “the gain made upon any business or 
investment,  when  both  the  receipts  and  payments  are
taken into the account.”  Rubber Co. v. Goodyear, 9 Wall. 
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788, 804 (1870); see also Livingston v. Woodworth, 15 How. 
546, 559–560 (1854) (restricting an accounting remedy “to
the actual gains and profits . . . during the time” the infring-
ing machine “was in operation and during no other period” 
to avoid “convert[ing] a court of equity into an instrument 
for  the  punishment  of  simple  torts”); Seymour v. McCor-
mick, 16 How. 480, 490 (1854) (rejecting a blanket rule that
infringing one component of a machine warranted a remedy
measured by the full amounts of the profits earned from the 
machine); Mowry v. Whitney, 14 Wall. 620, 649 (1872) (va-
cating  an  accounting  that  exceeded  the  profits  from  in-
fringement alone); Wooden-Ware Co. v. United States, 106 
U. S. 432, 434–435 (1882) (explaining that an innocent tres-
passer is entitled to deduct labor costs from the gains ob-
tained by wrongfully harvesting lumber).
The Court has carved out an exception when the “entire

profit of a business or undertaking” results from the wrong-
ful  activity.  Root,  105 U. S.,  at  203.    In  such  cases,  the 
Court has explained, the defendant “will not be allowed to
diminish the show of profits by putting in unconscionable 
claims  for  personal  services  or  other  inequitable  deduc-
tions.”  Ibid.  In Goodyear, for example, the Court affirmed
an accounting order that refused to deduct expenses under 
this rule.  The Court there found that materials for which 
expenses were claimed were bought for the purposes of the 
infringement and “extraordinary salaries” appeared merely 
to be “dividends of profit under another name.”  9 Wall., at 
803; see also Callaghan v. Myers, 128 U. S. 617, 663–664 
(1888) (declining to deduct a defendant’s personal and liv-
ing expenses from his profits from copyright violations, but
distinguishing  the  expenses  from  salaries  of  officers  in  a 
corporation).
Setting aside that circumstance, however, courts consist-

ently restricted awards to net profits from wrongdoing after
deducting  legitimate  expenses.    Such  remedies, when as-
sessed  against  only  culpable  actors  and  for  victims,  fall 



   

 

   

 

 

 

 
 

 
  

   

 
   

   

  
   

 
   

 

12  LIU v. SEC 

Opinion of the Court 

comfortably within “those categories of relief that were typ-
ically available in equity.”  Mertens, 508 U. S., at 256. 

C 

By incorporating these longstanding equitable principles
into §78u(d)(5), Congress prohibited the SEC from seeking 
an equitable remedy in excess of a defendant’s net profits
from wrongdoing.  To be sure, the SEC originally endeav-
ored  to conform  its disgorgement remedy to  the common-
law  limitations  in  §78u(d)(5).    Over  the  years,  however,
courts  have  occasionally  awarded  disgorgement  in  three
main ways that test the bounds of equity practice: by order-
ing the proceeds of fraud to be deposited in Treasury funds
instead of disbursing them to victims, imposing joint-and-
several disgorgement liability, and declining to deduct even 
legitimate expenses from the receipts of fraud.3  The SEC’s 
disgorgement remedy in such incarnations is in considera-
ble tension with equity practices.
Petitioners go further.  They claim that this Court effec-

tively decided in Kokesh that disgorgement is necessarily a
penalty, and thus not the kind of relief available at equity.
Brief  for  Petitioners  19–20,  22–26.  Not  so.  Kokesh ex-
pressly declined to pass on the question.  581 U. S., at ___, 
n. 3 (slip op., at 5, n. 3).  To be sure, the Kokesh Court eval-
uated  a  version  of  the  SEC’s  disgorgement  remedy  that
seemed to exceed the bounds of traditional equitable prin-
ciples. But that decision has no bearing on the SEC’s ability 

—————— 
3 See, e.g., SEC v. Clark, 915 F. 2d 439, 441, 454 (CA9 1990) (requiring

defendant to disgorge the profits that his stockbroker made from unlaw-
ful trades); SEC v. Brown, 658 F. 3d 858, 860–861 (CA8 2011) (per cu-
riam)  (ordering  joint-and-several disgorgement of  funds collected  from
investors and  concluding  that  “ ‘the  overwhelming weight  of  authority
hold[s]  that securities  law violators may not offset  their disgorgement
liability with  business  expenses’ ”); SEC  v. Contorinis,  743 F.  3d  296, 
304–306 (CA2 2014) (requiring defendant to disgorge benefits conferred 
on close associates). 
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to conform future requests for a defendant’s profits to the 
limits  outlined  in  common-law  cases  awarding  a  wrong-
doer’s net gains.
The Government, for its part, contends that the SEC’s in-

terpretation of the equitable disgorgement remedy has Con-
gress’ tacit support, even if it exceeds the bounds of equity 
practice.  Brief for Respondent 13–21.  It points to the fact
that Congress has enacted a number of other statutes refer-
ring to “disgorgement.”
That argument attaches undue significance to Congress’ 

use of the term.  It is true that Congress has authorized the
SEC to seek “disgorgement” in administrative actions.  15 
U. S. C. §77h–1(e) (“In any cease-and-desist proceeding un-
der subsection (a), the Commission may enter an order re-
quiring accounting and disgorgement”).  But it makes sense 
that Congress would expressly name the equitable powers
it grants to an agency for use in administrative proceedings. 
After all, agencies are unlike federal courts where, “[u]nless
otherwise  provided  by  statute,  all  . . .  inherent  equitable 
powers . . . are available for the proper and complete exer-
cise of that jurisdiction.”  Porter, 328 U. S., at 398. 
Congress does not  enlarge  the breadth of an equitable,

profit-based  remedy  simply  by  using  the  term  “disgorge-
ment” in various statutes. The Government argues that un-
der  the  prior-construction  principle,  Congress  should  be 
presumed to have been aware of the scope of “disgorgement” 
as interpreted by lower courts and as having incorporated
the  (purportedly)  prevailing meaning  of  the  term  into  its 
subsequent  enactments.  Brief  for  Respondent  24.  But 
“that canon has no application” where, among other things,
the  scope  of  disgorgement was  “far  from  ‘settled.’ ”   Arm-
strong v. Exceptional Child Center, Inc., 575 U. S. 320, 330 
(2015).
At bottom, even if Congress employed “disgorgement” as 

a  shorthand  to  cross-reference  the  relief  permitted  by 
§78u(d)(5), it did not silently rewrite the scope of what the 
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SEC could recover in a way that would contravene limita-

tions embedded  in  the statute.  After all,  such  “statutory

reference[s]” to a remedy grounded in equity “must, absent 

other indication, be deemed to contain the limitations upon 

its availability that equity typically imposes.”  Great-West, 
534 U. S., at 211, n. 1.  Accordingly, Congress’ own use of 

the  term  “disgorgement”  in  assorted  statutes  did  not  ex-

pand  the  contours  of  that  term beyond a defendant’s  net 

profits—a  limit  established  by  longstanding  principles  of 

equity. 

III 

Applying  the  principles  discussed  above  to  the  facts  of

this case, petitioners briefly argue that their disgorgement

award  is unlawful because  it  crosses  the bounds of  tradi-

tional equity practice in three ways: It fails to return funds

to victims, it imposes joint-and-several liability, and it de-

clines  to  deduct  business  expenses  from  the  award.    Be-

cause  the  parties  focused  on  the  broad  question whether 

any form of disgorgement may be ordered and did not fully 

brief these narrower questions, we do not decide them here. 

We  nevertheless  discuss  principles  that  may  guide  the 

lower courts’ assessment of these arguments on remand. 

A 

Section 78u(d)(5) restricts equitable relief to that which

“may be appropriate or necessary for the benefit of inves-

tors.”  The SEC, however, does not always return the en-

tirety of disgorgement proceeds to investors, instead depos-

iting a portion of its collections in a fund in the Treasury. 

See SEC, Division of Enforcement, 2019 Ann. Rep. 16–17, 

https://www.sec.gov/files/enforcement-annual-report-

2019.pdf.  Congress  established  that  fund  in  the  Dodd-

Frank Wall Street Reform and Consumer Protection Act for 

disgorgement awards that are not deposited  in  “disgorge-

ment  fund[s]”  or  otherwise  “distributed  to  victims.”  124 
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Stat. 1844.  The statute provides that these sums may be
used to pay whistleblowers reporting securities fraud and 
to fund the activities of the Inspector General.  Ibid.  Here, 
the  SEC  has  not  returned  the  bulk  of  funds  to  victims, 
largely, it contends, because the Government has been un-
able to collect them.4 
The statute provides limited guidance as to whether the

practice of depositing a defendant’s gains with the Treasury
satisfies the statute’s command that any remedy be “appro-
priate or necessary for the benefit of investors.”  The equi-
table nature  of  the profits  remedy generally  requires  the
SEC to return a defendant’s gains to wronged investors for 
their benefit.  After all, the Government has pointed to no
analogous  common-law  remedy  permitting  a  wrongdoer’s
profits to be withheld from a victim indefinitely without be-
ing disbursed to known victims.  Cf. Root, 105 U. S., at 214– 
215 (comparing the accounting remedy to a breach-of-trust 
action, where a court would require  the defendant to  “re-
fund  the  amount  of  profit which  they have  actually  real-
ized”).
The Government maintains, however,  that  the primary

function of depriving wrongdoers of profits is to deny them
the fruits of their ill-gotten gains, not to return the funds to 
victims as a kind of restitution.  See, e.g., SEC, Report Pur-
suant to Section 308(C) of the Sarbanes Oxley Act of 2002,
p. 3, n. 2  (2003)  (taking the position that disgorgement  is
not intended to make investors whole, but rather to deprive
wrongdoers of ill-gotten gains); see also 6 T. Hazen, Law of 
Securities Regulation §16.18, p. 8 (rev. 7th ed. 2016) (con-
cluding that the remedial nature of the disgorgement rem-
edy does not mean that it is essentially compensatory and 

—————— 
4 According  to  the Government,  petitioners  “transferred  the  bulk  of

their misappropriated funds to China, defied the district court’s order to 
repatriate those funds, and fled the United States.”  Brief for Respondent 
36. 
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concluding that the “primary function of the remedy is to
deny the wrongdoer the fruits of ill-gotten gains”).  Under 
the Government’s theory, the very fact that it conducted an
enforcement action satisfies the requirement that it is “ap-
propriate or necessary for the benefit of investors.”
But  the SEC’s equitable, profits-based remedy must do

more  than simply benefit  the public at  large by virtue of 
depriving a wrongdoer of ill-gotten gains.  To hold otherwise 
would render meaningless the latter part of §78u(d)(5).  In-
deed, this Court concluded similarly in Mertens when ana-
lyzing statutory language accompanying the term “equita-
ble  remedy.”  508  U. S.,  at  253  (interpreting  the  term 
“appropriate equitable relief ”).  There, the Court found that
the additional statutory language must be given effect since
the section “does not, after all, authorize . . . ‘equitable re-
lief ’ at large.”  Ibid.  As in Mertens, the phrase “appropriate
or necessary for the benefit of investors” must mean some-
thing more  than depriving a wrongdoer  of his net profits
alone, else the Court would violate the “cardinal principle 
of interpretation that courts must give effect, if possible, to 
every clause and word of a statute.”  Parker Drilling Man-
agement Services, Ltd. v. Newton, 587 U. S. ___, ___ (2019) 
(slip op., at 9) (internal quotation marks omitted).
The Government  additionally  suggests  that  the  SEC’s

practice of depositing disgorgement funds with the Treas-
ury may be justified where it is infeasible to distribute the 
collected funds to investors.5  Brief for Respondent 37.  It is 
an open question whether, and to what extent, that practice 
nevertheless satisfies the SEC’s obligation to award relief 

—————— 
5 We express no view as to whether the SEC has offered adequate proof 

of failed attempts to return funds to investors here.  To the extent that 
feasibility is relevant at all to equitable principles, we observe that lower
courts are well equipped to evaluate the feasibility of returning funds to 
victims of fraud.  See, e.g., SEC v. Lund, 570 F. Supp. 1397, 1404–1405
(CD Cal. 1983) (appointing a magistrate judge to determine whether it
was feasible to locate victims of financial wrongdoing). 
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“for the benefit of investors” and is consistent with the lim-
itations of §78u(d)(5).  The parties have not identified au-
thorities  revealing  what  traditional  equitable  principles 
govern when,  for  instance,  the wrongdoer’s profits cannot 
practically be disbursed  to  the victims.   But we need not 
address the issue here.  The parties do not identify a specific 
order in this case directing any proceeds to the Treasury.  If 
one is entered on remand, the lower courts may evaluate in
the  first  instance whether that order would  indeed be  for 
the benefit of investors as required by §78u(d)(5) and con-
sistent with equitable principles. 

B 
The SEC additionally has sought to impose disgorgement

liability on a wrongdoer for benefits that accrue to his affil-
iates,  sometimes  through  joint-and-several  liability,  in  a 
manner sometimes seemingly at odds with the common-law 
rule requiring individual liability for wrongful profits.  See, 
e.g., SEC v. Contorinis, 743 F. 3d 296, 302 (CA2 2014) (hold-
ing  that a defendant  could be  forced  to disgorge not  only 
what he “personally enjoyed from his exploitation of inside 
information, but also the profits of such exploitation that he
channeled to friends, family, or clients”); SEC v. Clark, 915 
F. 2d 439, 454 (CA9 1990) (“It is well settled that a tipper
can  be  required  to  disgorge  his  tippee’s  profits”); SEC v. 
Whittemore, 659 F. 3d 1, 10 (CADC 2011) (approving joint-
and-several disgorgement liability where there is a close re-
lationship between the defendants and collaboration in ex-
ecuting the wrongdoing).
That  practice  could  transform  any  equitable  profits-fo-

cused remedy into a penalty.  Cf. Marshall, 15 Wall., at 149. 
And it runs against the rule to not impose joint liability in
favor of holding defendants “liable to account for such prof-
its only as have accrued to themselves . . . and not for those 
which have accrued to another, and in which they have no 
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participation.”  Belknap, 161 U. S., at 25–26; see also Eliz-
abeth v. Pavement Co., 97 U. S. 126 (1878).
The common law did, however, permit liability for part-

ners engaged in concerted wrongdoing.  See, e.g., Ambler, 
20 Wall., at 559.  The historic profits remedy thus allows 
some  flexibility  to  impose  collective  liability.   Given  the 
wide  spectrum  of  relationships  between  participants  and
beneficiaries  of  unlawful  schemes—from  equally  culpable 
codefendants  to more  remote,  unrelated  tipper-tippee  ar-
rangements—the Court need not wade into all the circum-
stances where an equitable profits remedy might be puni-
tive when applied to multiple individuals. 
Here, petitioners were married.  754 Fed. Appx. 505; 262 

F. Supp. 3d, at 960–961.  The Government introduced evi-
dence  that  Liu  formed  business  entities  and  solicited  in-
vestments, which he misappropriated.  Id., at 961.  It also 
presented evidence that Wang held herself out as the pres-
ident, and a member of the management team, of an entity 
to which Liu directed misappropriated funds.  Id., at 964. 
Petitioners did not introduce evidence to suggest that one 
spouse was a mere passive recipient of profits.  Nor did they 
suggest  that  their  finances were not  commingled,  or  that 
one spouse did not enjoy the fruits of the scheme, or that 
other circumstances would render a  joint-and-several dis-
gorgement order unjust.  Cf. SEC v. Hughes Capital Corp., 
124  F. 3d  449,  456  (CA3  1997)  (finding  that  codefendant 
spouse was liable for unlawful proceeds where they funded 
her “lavish lifestyle”).  We leave it to the Ninth Circuit on 
remand to determine whether the facts are such that peti-
tioners can, consistent with equitable principles, be found 
liable for profits as partners in wrongdoing or whether in-
dividual liability is required. 

C 

Courts may not enter disgorgement awards that exceed 
the  gains  “made  upon  any  business  or  investment, when 
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both the receipts and payments are taken into the account.” 

Goodyear, 9 Wall., at 804; see also Restatement (Third) §51,
Comment h, at 216 (reciting the general rule that a defend-
ant is entitled to a deduction for all marginal costs incurred

in  producing  the  revenues  that  are  subject  to  disgorge-

ment).  Accordingly,  courts  must  deduct  legitimate  ex-

penses before ordering disgorgement under §78u(d)(5).   A 

rule to the contrary that “make[s] no allowance for the cost

and expense  of  conducting  [a]  business” would be  “incon-

sistent with the ordinary principles and practice of courts

of chancery.”  Tilghman, 125 U. S., at 145–146; cf. SEC v. 
Brown, 658 F. 3d 858, 861 (CA8 2011) (declining to deduct 
even legitimate expenses like payments to innocent third-

party employees and vendors). 

The District Court below declined to deduct expenses on 

the theory that they were incurred for the purposes of fur-

thering an entirely fraudulent scheme.  It is true that when 

the “entire profit of a business or undertaking” results from

the wrongdoing, a defendant may be denied “inequitable de-

ductions” such as for personal services.  Root, 105 U. S., at 
203.  But that exception requires ascertaining whether ex-

penses are legitimate or whether they are merely wrongful 

gains “under another name.”  Goodyear, 9 Wall., at 803. Do-
ing so will ensure that any disgorgement award falls within 

the  limits  of  equity  practice while  preventing  defendants

from profiting  from their own wrong.  Root,  105 U. S.,  at 
207. 

Although it  is not necessary to set  forth more guidance

addressing the various circumstances where a defendant’s 

expenses might be considered wholly fraudulent, it suffices

to note that some expenses from petitioners’ scheme went 

toward  lease  payments  and  cancer-treatment  equipment.

Such  items arguably have value  independent of  fueling a 

fraudulent scheme.  We leave it to the lower court to exam-

ine  whether  including  those  expenses  in  a  profits-based 
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remedy is consistent with the equitable principles underly-
ing §78u(d)(5). 

*  *  * 
For the foregoing reasons, we vacate the judgment below 

and remand the case to the Ninth Circuit for further pro-
ceedings consistent with this opinion. 

It is so ordered. 
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SUPREME COURT OF THE UNITED STATES 

No. 18–1501 

CHARLES C. LIU, ET AL., PETITIONERS v. 
SECURITIES AND EXCHANGE COMMISSION 

ON WRIT OF CERTIORARI TO THE UNITED STATES COURT OF 
APPEALS FOR THE NINTH CIRCUIT 

[June 22, 2020] 

JUSTICE THOMAS, dissenting. 
The Court correctly declines to affirm the Ninth Circuit’s

decision upholding the District Court’s disgorgement order, 
but I disagree with the Court’s decision to vacate and re-
mand  for  the  lower  courts  to  “limi[t]”  the  disgorgement
award. Ante, at 1.  Disgorgement can never be awarded un-
der 15 U. S. C. §78u(d)(5).  That statute authorizes the Se-
curities and Exchange Commission (SEC) to seek only “eq-
uitable relief that may be appropriate or necessary for the 
benefit of investors,” and disgorgement is not a traditional 
equitable remedy.  Thus, I would reverse the judgment of 
the Court of Appeals. 

I 
The  Securities  Exchange  Act  of  1934,  as  amended  in 

2005, allows the SEC to request “equitable relief ” in federal 
district  court  against  those who  violate  federal  securities 
laws.  §78u(d)(5).  According to our usual interpretive con-
vention, “equitable relief ” refers to forms of equitable relief
available in the English Court of Chancery at the time of 
the  founding.  Because  disgorgement  is  a  creation  of  the
20th century, it is not properly characterized as “equitable
relief,” and, hence, the District Court was not authorized to 
award it under §78u(d)(5). 
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A 
“This Court has never treated general statutory grants of 

equitable authority as giving federal courts a freewheeling 
power to fashion new forms of equitable remedies.”  Trump 
v. Hawaii,  585 U. S.  ___,  ___  (2018)  (THOMAS, J.,  concur-
ring) (slip op., at 3).  “Rather, it has read such statutes as 
constrained  by  ‘the  body  of  law  which  had  been  trans-
planted to this country from the English Court of Chancery’
in 1789.”  Ibid.  (quoting Guaranty Trust Co. v. York, 326 
U. S. 99, 105 (1945)).  As Justice Story put it, “the settled 
doctrine of this court is, that the remedies in equity are to
be administered  . . .  according  to  the practice  of  courts of
equity  in  [England],  as  contradistinguished  from  that  of 
courts of law; subject, of course to the provisions of the acts 
of congress.”  Boyle v. Zacharie & Turner, 6 Pet. 648, 654 
(1832).
We have interpreted other statutes according to this “set-

tled doctrine.”  For example, we have read the term “equi-
table relief ” in the Employee Retirement Income Security
Act of 1974 to refer to “those categories of relief that were
typically available in equity.”  Mertens v. Hewitt Associates, 
508 U. S. 248, 256 (1993) (emphasis deleted).  We have done 
the same for the Judiciary Act of 1789, see, e.g., Grupo Mex-
icano de Desarrollo, S. A. v. Alliance Bond Fund, Inc., 527 
U. S. 308, 318–319 (1999), and for provisions in the Bank-
ruptcy Code,  see Taggart  v. Lorenzen,  587 U. S.  ___,  ___ 
(2019)  (slip  op.,  at  5).  There  is  nothing about  §78u(d)(5) 
that counsels departing from this approach. 

B 
Disgorgement is not a traditional form of equitable relief.

Rather,  cases,  legal  dictionaries,  and  treatises  establish 
that it is a 20th-century invention.
As an initial matter, it is not even clear what “disgorge-

ment”  means.  The  majority  frankly  acknowledges  its 
“ ‘ “protean  character.” ’ ”  Ante,  at  7  (quoting  Petrella  v. 
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Metro-Goldwyn-Mayer, Inc., 572 U. S. 663, 688, n. 1 (2014)).
The difficulty of defining this supposedly traditional rem-

edy is the first sign that it is not a historically recognized

equitable remedy.  In contrast, an accounting for profits, or 

accounting—a  distinct  form  of  relief  that  the  majority

groups with disgorgement—has a well-accepted definition:

It compels a defendant to account for, and repay to a plain-

tiff, those profits that belong to the plaintiff in equity.  Bray,

Fiduciary Remedies, in The Oxford Handbook of Fiduciary 

Law 449 (E. Criddle, P. Miller, & R. Sitkoff eds. 2019).  The 

definition of disgorgement, after today’s decision, is a rem-

edy  that  compels  each  defendant  to  pay  his  profits  (and 

sometimes, though it is not clear when, all of his codefend-

ants’  profits)  to  a  third-party Government  agency  (which

sometimes, though it is not clear when, passes the money 

on to victims).  This remedy has no basis in historical prac-

tice. 

No published  case appears  to have used  the  term  “dis-

gorgement” to refer to equitable relief until  the 20th cen-

tury.  Even then, the earliest cases use the word in a “non-

technical” sense, Brief for Law Professors as Amici Curiae 
22,  to  describe  the  action a defendant must  take when a 

party is awarded a traditional equitable remedy such as an 

accounting for profits or an equitable lien.1  For example, in 

Byrd v. Mullinix, 159 Ark. 310, 251 S. W. 871 (1923), the 
Supreme Court of Arkansas affirmed the imposition of an 

equitable lien to prevent a debtor from “put[ting] the money 

in property which was itself beyond the reach of creditors, 

and to compel its disgorgement,” id., at 316–317, 251 S. W., 
at 872.  Likewise, in Armstrong v. Richards, 128 Fla. 561, 
175 So. 340 (1937), the Supreme Court of Florida referred

to “the right of the taxpayer to require an accounting from 

—————— 
1An equitable lien is  imposed on a defendant’s property “as security 

for a claim on the ground that otherwise the former would be unjustly 

enriched.”  Restatement of Restitution §161, p. 650 (1936). 
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and disgorgement by public officers and those in collusion 
with them,” id., at 564, 175 So., at 341.  In these cases, the 
term “disgorgement” colloquially described what a defend-
ant was ordered to do, not the remedy itself. 
By the 1960s, published opinions began to use “disgorge-

ment” to refer to a remedy in the administrative context.  In 
NLRB v. Local 176, 276 F. 2d 583 (CA1 1960), the agency 
had “applied its . . . remedy of disgorgement of dues, requir-
ing the union to refund to every member who had obtained
employment on the Company project the dues which he had 
paid,” id., at 586 (footnote omitted).  The court declined to 
enforce this part of the agency’s order, but not because dis-
gorgement was an impermissible form of relief.  Instead, it 
found that, in the circumstances of the case, disgorgement
“seem[ed] . . . to be an ex post facto penalty.”  Ibid.; see also 
NLRB v. Local 111, 278 F. 2d 823, 825 (CA1 1960) (enforc-
ing a disgorgement order from the agency).
By  the  1970s,  courts  started  using  the  term  “disgorge-

ment” to describe a judicial remedy in its own right.  When 
the SEC initially sought this kind of relief under the Secu-
rities Exchange Act in SEC v. Texas Gulf Sulphur Co., 312 
F. Supp. 77 (SDNY 1970), the District Court called it “res-
titution,” id., at 93, and the Court of Appeals called it “[r]es-
titution of  [p]rofits,” SEC  v. Texas Gulf Sulphur Co., 446 
F. 2d  1301,  1307  (CA2  1971)  (emphasis  deleted).    Courts 
soon substituted the label “disgorgement.”  SEC v. Manor 
Nursing Centers, Inc.,  458  F. 2d  1082,  1105  (CA2  1972); 
SEC v. Shapiro, 349 F. Supp. 46, 55 (SDNY 1972). 
The late date of these cases is sufficient reason to reject 

the argument that disgorgement is a traditional equitable 
remedy.  But  it  is also  telling  that, when  the SEC began
seeking this relief, it did so without any statutory authority. 
Prior to 2005, the SEC lacked the power even to seek “equi-
table relief ” in cases like this one.  See §305(b), 116 Stat. 
779 (amending the Securities Exchange Act).  The District 
Court  in Texas Gulf Sulphur purported to “imply [a] new 
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remed[y],” based on its “inherent equity power” and a belief 
that “the congressional purpose is effectuated by so doing.” 
312 F. Supp., at 91.   But the sources it cited are dubious. 
The court relied on J. I. Case Co. v. Borak, 377 U. S. 426 
(1964), a case about implied causes of action that we have
since abrogated.  See Alexander v. Sandoval, 532 U. S. 275, 
287 (2001).  It also relied on a securities law treatise that 
advocated for what it called “restitution” but admitted that 
district courts had no express authority to grant the remedy 
and that the SEC had never sought this remedy in the past.
3  L.  Loss,  Securities Regulation  1827–1828  (1961).    It  is 
functionally this same unauthorized remedy that the SEC
and courts now call “disgorgement.”  The details have var-
ied over time, but the lineage is clear: Disgorgement is “a 
relic of the heady days” of courts inserting judicially created
relief into statutes.  Correctional Services Corp. v. Malesko, 
534 U. S. 61, 75 (2001) (Scalia, J., concurring).
Disgorgement as a remedy in its own right is also absent 

from legal publications until the 20th century.  Leading le-
gal dictionaries did not define the term until the turn of the 
20th  century.  See,  e.g., Merriam-Webster’s Dictionary  of 
Law 143 (1996); Black’s Law Dictionary 480 (7th ed. 1999).
Nor was disgorgement included in the first Restatement of
Restitution, adopted in 1936.  The remedy does not appear
until the Third Restatement, adopted in 2010, which states
that “[r]estitution remedies” that seek “to eliminate profit 
from wrongdoing . . . are often called ‘disgorgement’ or ‘ac-
counting.’ ”   2 Restatement (Third) of Restitution and Un-
just Enrichment §51(4), p.  203.   But  “Restatement”  is an 
inapt title for this edition of the treatise.  Like many of the
modern  Restatements,  its  “authors  have  abandoned  the 
mission of describing the law, and have chosen instead to 
set  forth  their  aspirations  for what  the  law ought  to be.” 
Kansas v. Nebraska, 574 U. S. 445, 475 (2015) (Scalia, J.,
concurring in part and dissenting in part).  The inclusion of 
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“disgorgement” in the Third Restatement, which the major-
ity cites  in support of  its holding, ante, at 6, represents a
“ ‘novel  extension’ ”  of  equity.    Kansas,  supra,  at  483 
(THOMAS,  J.,  concurring  in  part  and  dissenting  in  part) 
(quoting Roberts, Restitutionary Disgorgement for Oppor-
tunistic Breach of Contract and Mitigation of Damages, 42
Loyola (LA) L. Rev. 131, 134 (2008)).
I acknowledge that this Court has referred to disgorge-

ment as an equitable remedy in some of its prior decisions. 
See, e.g., Feltner v. Columbia Pictures Television, Inc., 523 
U. S. 340, 352 (1998).  But these opinions merely referred 
to the term in passing without considering the question in 
depth.  The history is clear: Disgorgement is not a form of
relief that was available in the English Court of Chancery 
at the time of the founding. 

C 
The majority’s treatment of disgorgement as an equitable

remedy threatens great mischief.  The term disgorgement
itself invites abuse because it is a word with no fixed mean-
ing.  The majority sees “parallels” between accounting and
disgorgement, ante, at 2, n. 1, but parallels are by definition 
not the same.  Even if they were, the traditional remedy of 
an accounting—which compels a party to repay profits that 
belong to a plaintiff—has important conceptual limitations 
that disgorgement does not.  An accounting connotes the re-
lationship  between  a  plaintiff  and  a  defendant.    In  the 
words of one scholar, “it is an accounting by A to B.”  Bray,
Fiduciary Remedies, at 454.  But disgorgement connotes no 
relationship and so  is not naturally  limited  to net profits
and compensation of victims.  It simply “is A disgorging.” 
Ibid.    Further,  the  traditional  remedy  of  a  constructive 
trust2 or an equitable lien requires that the “money or prop-

—————— 
2A constructive trust compels a defendant “holding title to property . . . 

to convey it to another on the ground that he would be unjustly enriched 
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erty identified as belonging in good conscience to the plain-
tiff . . . clearly be traced to particular funds or property in
the defendant’s possession.” Great-West Life & Annuity Ins. 
Co. v. Knudson, 534 U. S. 204, 213 (2002).  Disgorgement
reaches further because it has no tracing requirement.  By
using a word with no history in equity jurisprudence, the
SEC and  courts  have made  it  possible  to  circumvent  the 
careful limitations imposed on other equitable remedies.
One need look no further than the SEC’s use of disgorge-

ment to see the pitfalls of the majority’s acquiescence in its
continued use as a remedy.  The order in Texas Gulf Sul-
phur did not depart too far from equitable principles.  The 
award was  limited  to  the defendants’  net  profits  and  the 
funds were held in escrow and were at least partly available 
to compensate victims, 446 F. 2d, at 1307.  It did not take 
long, however,  for a district court to order a defendant to 
turn  over  both  his  profits  and  the  investment  “income 
earned  on  the  proceeds.”  Manor Nursing Centers,  458 
F. 2d, at 1105.  And in the case before us today, just a half 
century  later,  disgorgement  has  expanded  even  further. 
The award is not limited to net profits or even money pos-
sessed  by  an  individual  defendant  when  it  is  imposed 
jointly and severally.  See ante, at 5.  And not only is it not
guaranteed to be used to compensate victims, but the impo-
sition  of  over  $26  million  in  disgorgement  and  approxi-
mately $8 million  in civil monetary penalties  in this case 
seems to ensure that victims will be unable to recover any-
thing  in their own actions.  As  long as courts continue to 
award  “disgorgement,” both courts and  the SEC will  con-
tinue to have license to expand their own power. 
The majority’s decision to tame, rather than reject, dis-

gorgement will also cause confusion in administrative prac-

—————— 
if he were permitted to retain it.”  Restatement of Restitution §160, at 
640–641. 
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tice.  As the majority explains, the SEC is expressly author-
ized  to  impose  “ ‘disgorgement’ ”  in  its  in-house  tribunals. 
Ante,  at 13  (quoting 15 U. S. C.  §77h–1(e)).    It  is unclear 
whether  the majority’s  new  restrictions  on  disgorgement
will apply to these proceedings as well.  If they do not, the
result will be that disgorgement has one meaning when the 
SEC goes to district court and another when it proceeds in-
house. 
More  fundamentally,  by  failing  to  recognize  that  the

problem  is  disgorgement  itself,  the  majority  undermines 
our entire system of equity.  The majority believes that in-
sistence on the traditional rules of equity is unnecessarily 
formalistic, ante, at 3, n. 1, but the Founders accepted fed-
eral equitable powers only because those powers depended 
on traditional forms.  The Constitution was ratified on the 
understanding  that  equity  was  “a  precise  legal  system” 
with  “specific equitable remed[ies].”   Missouri v. Jenkins, 
515 U. S.  70,  127  (1995)  (THOMAS,  J.,  concurring).  “Alt-
hough courts of equity exercised remedial ‘discretion,’ that
discretion allowed them to deny or tailor a remedy despite 
a demonstrated violation of a right, not to expand a remedy
beyond  its  traditional  scope.”  Trump,  585  U. S.,  at  ___ 
(THOMAS, J., concurring) (slip op., at 5).  The majority, while 
imposing some limits, ultimately permits courts to continue 
expanding equitable remedies.  I would simply hold that the 
phrase  “equitable  relief ”  in  §78u(d)(5) does not authorize 
disgorgement. 

II 
After holding  that disgorgement  is  equitable  relief,  the

majority remands for the lower courts to reconsider the dis-
gorgement order in this case.  If the majority is going to ac-
cept  “disgorgement”  as  an  available  remedy,  it  should  at
least  limit  the order  to be  consistent with  the  traditional 
rules of equity.  First, the order should be limited to each 
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petitioner’s  profits.  Second,  the  order  should  not  be  im-
posed jointly and severally.  Third, the money paid by peti-
tioners should be used to compensate petitioners’ victims. 

A 
First,  the disgorgement order  should be  limited  to  “the

profits actually made” by each petitioner.  Mowry v. Whit-
ney, 14 Wall. 620, 649 (1872); see also ante, at 11, 18–20. 
Defendants in equity traditionally may deduct “allowances 
. . .  for  the  cost  and  expense  of  the  business”  from  the
amount of the award.  Root v. Railway Co., 105 U. S. 189, 
215 (1882); see also Callaghan v. Myers, 128 U. S. 617, 665 
(1888); Elizabeth v. Pavement Co., 97 U. S. 126, 139 (1878); 
Rubber Co. v. Goodyear, 9 Wall. 788, 804 (1870).  The ra-
tionale  behind  this  rule  is  that  “it  is  not  the  function  of 
courts of equity to administer punishment.”  Bangor Punta 
Operations, Inc.  v. Bangor & Aroostook R. Co.,  417 U. S. 
703, 717–718, n. 14 (1974) (internal quotation marks omit-
ted); see also 2 J. Story, Commentaries on Equity Jurispru-
dence  §1494,  p. 819  (13th  ed.  1886).   Here,  however,  the 
District Court reasoned that “it would be ‘unjust to permit 
the defendants  to  offset  against  the  investor dollars  they
received the expenses of running the very business they cre-
ated to defraud those investors into giving the defendants
the money in the first place.’ ”  754 Fed. Appx. 505, 509 (CA9 
2018)  (quoting  SEC  v.  J. T. Wallenbrock & Assocs.,  440 
F. 3d 1109, 1114 (CA9 2006)).  On remand, the lower courts 
should limit the award to each petitioner’s profits. 

B 
Second, and relatedly, the disgorgement order should not 

be imposed jointly and severally.  The majority analogizes
disgorgement to accounting, ante, at 6, but this Court has 
rejected joint and several liability in actions for an account-
ing.  Elizabeth, supra, at 139–140; Keystone Mfg. Co. v. Ad-
ams, 151 U. S. 139, 148 (1894); Belknap v. Schild, 161 U. S. 
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10, 25–26 (1896).  The majority instructs the lower courts
to determine whether petitioners were “partners in wrong-
doing,”  apparently  based  on  a  case  about  the  liability  of 
partners. Ante, at 10, 18 (citing Ambler v. Whipple, 20 Wall. 
546 (1874)).  But the liability in that case was premised on 
the law of partnership, and nothing indicates that petition-
ers here were legal partners.  The joint and several order in 
this case is thus at odds with traditional equitable rules.3 

C 
Finally, the award should be used to compensate victims,

not  to  enrich  the  Government.  Plaintiffs  in  equity  may
claim “that which, ex aequo et bono  [according  to what  is 
equitable  and  good],  is  theirs,  and  nothing  beyond  this.” 
Livingston  v. Woodworth,  15 How.  546,  560  (1854).    The 
money ordered to be paid as disgorgement in no sense be-
longs to the Government, and the majority cites no author-
ity allowing a Government agency to keep equitable relief
for a wrong done to a third party.  Requiring the SEC to
only “generally” compensate victims, ante, at 15, is incon-
sistent with traditional equitable principles.
Worse still from a practical standpoint, the majority pro-

vides almost no guidance to the lower courts about how to 
resolve this question on remand.  Even assuming that dis-
gorgement  is  “equitable  relief”  for  purposes  of  §78u(d)(5) 
and that the Government may sometimes keep the money, 

—————— 
3For its part, respondent cites the joint and several liability in Jackson 

v. Smith, 254 U. S. 586, 589 (1921), but the remedy in that case was a
constructive trust, see Smith v. Jackson, 48 App. D. C. 565, 576 (1919). 
As  explained  above,  there  is  no  tracing  requirement  in  the  District 
Court’s order as would be required in a case of constructive trust.  Supra, 
at 6–7.  The Court also allowed joint and several liability in Belford v. 
Scribner, 144 U. S. 488 (1892), a copyright case.  But it based its holding 
on the fact that, under the relevant copyright statute, “both the printer
and the publisher are equally liable to the owner of the copyright for an 
infringement.”  Id.,  at  507;  see  also Washingtonian Publishing Co.  v. 
Pearson, 140 F. 2d 465, 467 (CADC 1944). 
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the Court should at  least do more  to  identify  the circum-

stances in which the Government may keep the money.  In-

stead, the Court asks lower courts to improvise a solution.

If past is prologue, this uncertainty is sure to create oppor-

tunities for the SEC to continue exercising unlawful power. 

*  *  * 

I would reverse for the straightforward reason that dis-

gorgement is not “equitable relief ” within the meaning of 

§78u(d)(5).  Because the majority acquiesces in the contin-

ued use of disgorgement under that statute, I respectfully 

dissent. 



EXHIBIT 3 
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Syllabus 

NOTE:  Where  it  is  feasible, a syllabus  (headnote) will be released, as  is
being  done  in  connection with  this  case,  at  the  time  the  opinion  is  issued.
The  syllabus  constitutes  no  part  of  the  opinion  of  the  Court  but  has  been
prepared  by  the  Reporter  of  Decisions  for  the  convenience  of  the  reader. 
See United States v. Detroit Timber & Lumber Co., 200 U. S. 321, 337. 

SUPREME COURT OF THE UNITED STATES 

Syllabus 

KOKESH v. SECURITIES AND EXCHANGE  
COMMISSION  

CERTIORARI TO THE UNITED STATES COURT OF APPEALS FOR 

THE TENTH CIRCUIT 

No. 16–529.  Argued April 18, 2017—Decided June 5, 2017 

The  Securities  and  Exchange  Commission  (SEC  or  Commission)  pos-

sesses  authority  to  investigate  violations  of  federal  securities  laws

and  to  commence  enforcement  actions  in  federal  district  court  if  its 

investigations  uncover  evidence  of  wrongdoing.    Initially,  the  Com-

mission’s  statutory  authority  in  enforcement  actions was  limited  to

seeking  an  injunction  barring  future  violations.    Beginning  in  the

1970’s,  federal district courts, at the request of  the Commission, be-

gan  ordering  disgorgement  in  SEC  enforcement  proceedings.    Alt-

hough Congress has since authorized the Commission to seek mone-

tary  civil  penalties,  the  Commission  has  continued  to  seek 

disgorgement.  This Court has held that 28 U. S. C. §2462, which es-

tablishes a 5-year limitations period for “an action, suit or proceeding 

for  the  enforcement  of  any  civil  fine,  penalty,  or  forfeiture,”  applies

when the Commission seeks monetary civil penalties.  See Gabelli v. 
SEC, 568 U. S. 442, 454.

    In 2009,  the Commission brought an enforcement action, alleging 

that  petitioner  Charles  Kokesh  violated  various  securities  laws  by

concealing the misappropriation of $34.9 million from four business-

development companies from 1995 to 2009.  The Commission sought

monetary  civil  penalties,  disgorgement,  and  an  injunction  barring

Kokesh from future violations.   After a  jury found that Kokesh’s ac-

tions violated several securities  laws,  the District Court determined 

that  §2462’s  5-year  limitations  period  applied  to  the monetary  civil 

penalties.  With respect to the $34.9 million disgorgement judgment, 

however,  the  court  concluded  that  §2462 did not  apply  because dis-

gorgement is not a “penalty” within the meaning of the statute.  The 

Tenth  Circuit  affirmed,  holding  that  disgorgement  was  neither  a 
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penalty nor a forfeiture. 
Held: Because  SEC  disgorgement  operates  as  a  penalty  under  §2462,
any  claim  for  disgorgement  in  an  SEC  enforcement  action must  be
commenced within five years of the date the claim accrued.  Pp. 5–11.
(a) The definition of “penalty” as a “punishment, whether corporal

or  pecuniary,  imposed  and  enforced  by  the State,  for  a  crime  or  of-
fen[s]e  against  its  laws,” Huntington  v. Attrill,  146  U. S.  657,  667, 
gives  rise  to  two principles.   First, whether a  sanction  represents  a 
penalty turns in part on “whether the wrong sought to be redressed is
a wrong to the public, or a wrong to the individual.”  Id., at 668.  Sec-
ond, a pecuniary sanction operates as a penalty if it is sought “for the
purpose  of  punishment,  and  to  deter  others  from  offending  in  like 
manner”  rather  than  to  compensate  victims.    Ibid.    This Court  has 
applied  these  principles  in  construing  the  term  “penalty,”  holding, 
e.g.,  that  a  statute  providing  a  compensatory  remedy  for  a  private 
wrong did not impose a “penalty,” Brady v. Daly, 175 U. S. 148, 154. 
Pp. 5–7.
(b) The  application  of  these  principles  here  readily  demonstrates

that SEC disgorgement constitutes a penalty within the meaning of 
§2462.  First, SEC disgorgement is imposed by the courts as a conse-
quence  for  violating  public  laws,  i.e.,  a  violation  committed  against
the United States rather than an aggrieved individual.  Second, SEC 
disgorgement  is  imposed  for  punitive  purposes.    Sanctions  imposed
for the purpose of deterring infractions of public laws are inherently 
punitive because “deterrence  [is] not  [a]  legitimate nonpunitive gov-
ernmental objectiv[e].”  Bell v. Wolfish, 441 U. S. 520, 539, n. 20.  Fi-
nally, SEC disgorgement is often not compensatory.  Disgorged prof-
its are paid to the district courts, which have discretion to determine 
how the money will be distributed.  They may distribute the funds to 
victims, but no statute commands them to do so.  When an individual 
is made  to pay a noncompensatory sanction  to  the government as a
consequence of a  legal violation, the payment operates as a penalty. 
See Porter v. Warner Holding Co., 328 U. S. 395, 402.  Pp. 7–9.
(c) The Government responds  that SEC disgorgement  is not puni-

tive but a remedial sanction that operates to restore the status quo. 
It  is  not  clear,  however,  that  disgorgement  simply  returns  the  de-
fendant  to  the place he would have occupied had he not broken  the 
law.  It sometimes exceeds the profits gained as a result of the viola-
tion.  And, as demonstrated here, SEC disgorgement may be ordered 
without  consideration  of  a  defendant’s  expenses  that  reduced  the 
amount of illegal profit.  In such cases, disgorgement does not simply
restore the status quo; it leaves the defendant worse off and is there-
fore punitive.  Although disgorgement may serve compensatory goals
in  some  cases,  “sanctions  frequently  serve more  than  one  purpose.” 
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Austin v. United States, 509 U. S. 602, 610.  Because they “go beyond
compensation,  are  intended  to  punish,  and  label  defendants wrong-

doers” as a consequence of violating public laws, Gabelli, 568 U. S., at 
451–452,  disgorgement  orders  represent  a  penalty  and  fall  within

§2462’s 5-year limitations period.  Pp. 9–11. 

834 F. 3d 1158, reversed. 

SOTOMAYOR, J., delivered the opinion for a unanimous Court. 
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NOTICE:  This opinion is subject to formal revision before publication in the
preliminary print  of  the United States Reports.  Readers  are  requested  to
notify the Reporter of Decisions, Supreme Court of the United States, Wash-
ington,  D. C.  20543,  of  any  typographical  or  other  formal  errors,  in  order
that corrections may be made before the preliminary print goes to press. 
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 JUSTICE SOTOMAYOR delivered the opinion of the Court. 
A  5-year  statute  of  limitations  applies  to  any  “action, 

suit  or  proceeding  for  the  enforcement  of  any  civil  fine, 
penalty, or forfeiture, pecuniary or otherwise.”  28 U. S. C. 
§2462.  This  case  presents  the  question  whether  §2462
applies  to  claims  for disgorgement  imposed as a  sanction
for violating a federal securities law.  The Court holds that 
it  does.  Disgorgement  in  the  securities-enforcement  con-
text  is  a  “penalty”  within  the  meaning  of  §2462,  and  so 
disgorgement  actions  must  be  commenced  within  five
years of the date the claim accrues. 

I  
A  

After  rampant  abuses  in  the  securities  industry  led  to
the  1929  stock  market  crash  and  the  Great  Depression,
Congress  enacted  a  series  of  laws  to  ensure  that  “the
highest  ethical  standards  prevail  in  every  facet  of  the
securities  industry.”1  SEC  v.  Capital Gains Research 

—————— 
1Each of these statutes—the Securities Act of 1933, 15 U. S. C. §77a 

et seq.; the Securities Exchange Act of 1934, 15 U. S. C. §78a et seq.; the 
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Bureau, Inc.,  375  U. S.  180,  186–187  (1963)  (internal 
quotation marks omitted).   The second  in  the series—the 
Securities Exchange Act  of 1934—established  the Securi-
ties  and  Exchange  Commission  (SEC  or  Commission)  to 
enforce federal securities laws.  Congress granted the Com-
mission power  to prescribe  “ ‘rules and  regulations  . . .  as 
necessary  or  appropriate  in  the public  interest  or  for  the 
protection  of  investors.’ ”  Blue Chip Stamps  v.  Manor 
Drug Stores,  421  U. S.  723,  728  (1975).    In  addition  to 
rulemaking, Congress vested the Commission with “broad
authority to conduct investigations into possible violations
of  the  federal  securities  laws.”  SEC  v. Jerry T. O’Brien, 
Inc., 467 U. S. 735, 741 (1984).  If an investigation uncov-
ers evidence of wrongdoing,  the Commission may  initiate
enforcement actions in federal district court. 
Initially, the only statutory remedy available to the SEC 

in an enforcement action was an injunction barring future
violations of securities laws.  See 1 T. Hazen, Law of Secu-
rities Regulation §1:37 (7th ed., rev. 2016).  In the absence 
of  statutory  authorization  for  monetary  remedies,  the 
Commission  urged  courts  to  order  disgorgement  as  an
exercise  of  their  “inherent  equity  power  to  grant  relief 
ancillary  to  an  injunction.”  SEC v. Texas Gulf Sulphur 
Co.,  312 F.  Supp.  77,  91  (SDNY  1970),  aff ’d  in  part  and 
rev’d  in part, 446 F. 2d 1301 (CA2 1971).   Generally, dis-
gorgement  is  a  form  of  “[r]estitution  measured  by  the
defendant’s wrongful gain.”  Restatement (Third) of Resti-
tution  and  Unjust  Enrichment  §51,  Comment  a,  p.  204 

—————— 
Public Utility Holding Company Act of 1935, 15 U. S. C. §79 et seq.; the 
Trust Indenture Act of 1939, 15 U. S. C. §77aaa et seq.; the Investment 
Company Act  of  1940,  15 U. S. C.  §80a–1  et seq.;  and  the  Investment 
Advisers Act of 1940, 15 U. S. C. §80b–1 et seq.—serves the “fundamen-
tal  purpose”  of  “substitut[ing]  a  philosophy  of  full  disclosure  for  the
philosophy of caveat emptor and thus . . . achiev[ing] a high standard of 
business  ethics  in  the  securities  industry.”  SEC  v.  Capital Gains 
Research Bureau, Inc., 375 U. S. 180, 186 (1963). 
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(2010) (Restatement (Third)).  Disgorgement requires that 
the  defendant  give up  “those  gains  . . .  properly  attribut- 
able  to  the  defendant’s  interference  with  the  claimant’s 
legally  protected  rights.”  Ibid.  Beginning  in  the  1970’s,
courts ordered disgorgement in SEC enforcement proceed-
ings in order to “deprive . . . defendants of their profits in
order to remove any monetary reward for violating” secu-
rities  laws and to “protect the  investing public by provid-
ing  an  effective  deterrent  to  future  violations.”    Texas 
Gulf, 312 F. Supp., at 92. 
In 1990, as part of the Securities Enforcement Remedies

and  Penny  Stock  Reform  Act,  Congress  authorized  the
Commission  to  seek  monetary  civil  penalties.    104  Stat. 
932, codified at 15 U. S. C. §77t(d).  The Act left the Com-
mission with  a  full  panoply  of  enforcement  tools:  It may 
promulgate rules, investigate violations of those rules and 
the  securities  laws  generally,  and  seek  monetary  penal-
ties  and  injunctive  relief  for  those  violations.    In  the 
years  since  the  Act,  however,  the  Commission  has  con-
tinued its practice of seeking disgorgement in enforcement
proceedings.
This Court  has  already  held  that  the  5-year  statute  of

limitations set forth in 28 U. S. C. §2462 applies when the 
Commission  seeks  statutory  monetary  penalties.  See 
Gabelli v. SEC,  568 U. S.  442,  454  (2013).   The question
here  is whether §2462, which applies  to any  “action,  suit 
or proceeding for the enforcement of any civil fine, penalty,
or  forfeiture,  pecuniary  or  otherwise,”  also  applies  when 
the SEC seeks disgorgement. 

B 

Charles  Kokesh  owned  two  investment-adviser  firms 
that provided  investment advice  to business-development 
companies.    In  late 2009,  the Commission commenced an 
enforcement action in Federal District Court alleging that
between  1995  and  2009, Kokesh,  through his  firms, mis-
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appropriated $34.9 million from four of those development 
companies.  The Commission further alleged that, in order
to conceal the misappropriation, Kokesh caused the filing
of false and misleading SEC reports and proxy statements. 
The  Commission  sought  civil  monetary  penalties,  dis-
gorgement, and an injunction barring Kokesh from violat-
ing securities laws in the future.
After  a  5-day  trial,  a  jury  found  that Kokesh’s  actions

violated the Investment Company Act of 1940, 15 U. S. C. 
§80a–36; the Investment Advisers Act of 1940, 15 U. S. C.
§§80b–5, 80b–6; and the Securities Exchange Act of 1934,
15 U. S. C. §§78m, 78n.  The District Court then turned to 
the task of imposing penalties sought by the Commission. 
As  to  the  civil  monetary  penalties,  the  District  Court
determined  that  §2462’s  5-year  limitations  period  pre- 
cluded any penalties for misappropriation occurring prior to
October 27, 2004—that is, five years prior to the date the 
Commission  filed  the  complaint.  App.  to  Pet.  for  Cert. 
26a.  The  court  ordered Kokesh  to  pay  a  civil  penalty  of 
$2,354,593, which  represented  “the amount of  funds  that
[Kokesh]  himself  received  during  the  limitations  period.” 
Id., at 31a–32a.  Regarding the Commission’s request for a
$34.9  million  disgorgement  judgment—$29.9  million  of 
which  resulted  from  violations  outside  the  limitations 
period—the  court  agreed  with  the  Commission  that  be-
cause disgorgement is not a “penalty” within the meaning 
of  §2462, no  limitations period applied.   The  court  there-
fore  entered  a  disgorgement  judgment  in  the  amount  of
$34.9  million  and  ordered  Kokesh  to  pay  an  additional 
$18.1 million in prejudgment interest. 
The  Court  of  Appeals  for  the  Tenth  Circuit  affirmed. 

834 F. 3d 1158  (2016).    It agreed with  the District Court 
that disgorgement is not a penalty, and further found that 
disgorgement  is not a  forfeiture.   Id., at 1164–1167.   The 
court  thus  concluded  that  the  statute  of  limitations  in 
§2462 does not apply to SEC disgorgement claims. 
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This  Court  granted  certiorari,  580  U. S.  ___  (2017),  to
resolve  disagreement  among  the  Circuits  over  whether 
disgorgement claims in SEC proceedings are subject to the 
5-year limitations period of §2462.2 

II 
Statutes of limitations “se[t] a fixed date when exposure

to  the  specified  Government  enforcement  efforts  en[d].” 
Gabelli,  568 U. S.,  at  448.    Such  limits  are  “ ‘vital  to  the 
welfare  of  society’ ”  and  rest  on  the  principle  that  “ ‘even 
wrongdoers are entitled to assume that their sins may be
forgotten.’ ”  Id., at 449.  The statute of limitations at issue 
here—28 U. S. C.  §2462—finds  its  roots  in  a  law  enacted
nearly two centuries ago.  568 U. S., at 445.  In its current 
form, §2462 establishes a 5-year limitations period for “an
action, suit or proceeding for the enforcement of any civil 
fine,  penalty,  or  forfeiture.”    This  limitations  period  ap-
plies here  if SEC disgorgement qualifies as either a  fine, 
penalty,  or  forfeiture.  We  hold  that  SEC  disgorgement 
constitutes a penalty.3 

A 
A “penalty” is a “punishment, whether corporal or pecu-

niary,  imposed  and  enforced  by  the  State,  for  a  crime  or
offen[s]e against its laws.”  Huntington v. Attrill, 146 U. S. 
657,  667  (1892).  This  definition  gives  rise  to  two  princi-
ples.  First, whether a sanction represents a penalty turns 
—————— 
2Compare SEC v. Graham, 823 F. 3d 1357, 1363 (CA11 2016) (hold-

ing  that  §2462  applies  to  SEC disgorgement  claims), with Riordan  v. 
SEC, 627 F. 3d 1230, 1234  (CADC 2010)  (holding that §2462 does not 
apply to SEC disgorgement claims). 
3Nothing  in  this  opinion  should  be  interpreted  as  an  opinion  on 

whether  courts  possess  authority  to  order  disgorgement  in  SEC  en-
forcement  proceedings  or  on  whether  courts  have  properly  applied 
disgorgement principles in this context  The sole question presented in 
this  case  is  whether  disgorgement,  as  applied  in  SEC  enforcement 
actions, is subject to §2462’s limitations period. 
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in part on “whether the wrong sought to be redressed is a
wrong to the public, or a wrong to the individual.”  Id., at 
668.  Although  statutes  creating  private  causes  of  action 
against  wrongdoers  may  appear—or  even  be  labeled— 
penal, in many cases “neither the liability imposed nor the 
remedy  given  is  strictly  penal.”    Id.,  at  667.  This  is  be-
cause “[p]enal laws, strictly and properly, are those impos-
ing  punishment  for  an  offense  committed  against  the 
State.”  Ibid. Second, a pecuniary sanction operates as a
penalty only if it is sought “for the purpose of punishment,
and  to  deter  others  from  offending  in  like  manner”—as
opposed to compensating a victim for his loss.  Id., at 668. 
The Court has applied these principles in construing the

term “penalty.”  In Brady v. Daly, 175 U. S. 148 (1899), for 
example, a playwright sued a defendant in Federal Circuit 
Court under a statute providing that copyright  infringers
“ ‘shall be liable for damages . . . not less than one hundred 
dollars for the first [act of infringement], and fifty dollars
for  every  subsequent  performance,  as  to  the  court  shall 
appear  to  be  just.’ ”    Id.,  at  153.    The  defendant  argued 
that  the  Circuit  Court  lacked  jurisdiction  on  the  ground
that  a  separate  statute  vested  district  courts with  exclu-
sive jurisdiction over actions “to recover a penalty.”  Id., at 
152.  To determine whether the statutory damages repre-
sented  a  penalty,  this  Court  noted  first  that  the  statute 
provided “for a recovery of damages  for an act which vio-
lates  the  rights  of  the  plaintiff,  and  gives  the  right  of
action solely to him” rather than the public generally, and 
second, that “the whole recovery is given to the proprietor,
and  the  statute  does  not  provide  for  a  recovery  by  any 
other person.”  Id., at 154, 156.  By providing a compensa-
tory remedy for a private wrong, the Court held, the stat-
ute did not impose a “penalty.”  Id., at 154. 
Similarly, in construing the statutory ancestor of §2462, 

the  Court  utilized  the  same  principles.    In  Meeker  v. 
Lehigh Valley R. Co.,  236 U. S.  412,  421–422  (1915),  the 
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Interstate  Commerce  Commission,  a  now-defunct  federal 
agency  charged with  regulating  railroads,  ordered  a  rail-
road  company  to  refund  and  pay  damages  to  a  shipping
company  for  excessive  shipping  rates.   The  railroad  com-
pany  argued  that  the  action  was  barred  by  Rev.  Stat.
§1047,  Comp.  Stat.  1913,  §1712  (now  28 U. S. C.  §2462), 
which imposed a 5-year limitations period upon any “ ‘suit 
or  prosecution  for  a  penalty  or  forfeiture,  pecuniary  or
otherwise, accruing under the laws of the United States.’ ” 
236  U. S.,  at  423.    The  Court  rejected  that  argument, 
reasoning  that  “the  words  ‘penalty  or  forfeiture’  in  [the
statute] refer to something imposed in a punitive way for 
an infraction of a public law.”  Ibid.  A penalty, the Court 
held, does  “not  include a  liability  imposed  [solely]  for  the
purpose of redressing a private injury.”  Ibid.  Because the 
liability imposed was compensatory and paid entirely to a 
private plaintiff, it was not a “penalty” within the meaning
of  the  statute  of  limitations.  Ibid.;  see  also Gabelli,  568 
U. S., at 451–452 (“[P]enalties” in the context of §2462 “go
beyond  compensation,  are  intended  to  punish,  and  label
defendants wrongdoers”). 

B 

Application  of  the  foregoing  principles  readily  demon-
strates  that  SEC  disgorgement  constitutes  a  penalty
within the meaning of §2462.
First, SEC disgorgement  is  imposed by  the  courts as a

consequence for violating what we described in Meeker as 
public laws.  The violation for which the remedy is sought
is  committed  against  the  United  States  rather  than  an
aggrieved individual—this is why, for example, a securities-
enforcement  action  may  proceed  even  if  victims  do  not 
support or are not parties to the prosecution.  As the Gov-
ernment concedes, “[w]hen the SEC seeks disgorgement, it 
acts in the public interest, to remedy harm to the public at
large,  rather  than  standing  in  the  shoes  of  particular 



   
   

 

   
 

 

   
   

   

 

 

 
   

 

 

   

 

 

 

8  KOKESH v. SEC 

Opinion of the Court 

injured parties.”  Brief for United States 22.  Courts agree. 
See,  e.g., SEC  v. Rind,  991 F. 2d  1486,  1491  (CA9  1993) 
(“[D]isgorgement  actions  further  the Commission’s  public 
policy mission of protecting investors and safeguarding the 
integrity  of  the markets”); SEC  v. Teo,  746 F. 3d 90, 102 
(CA3  2014)  (“[T]he  SEC  pursues  [disgorgement]  ‘inde-
pendent of the claims of  individual investors’ ”  in order to 
“ ‘promot[e] economic and social policies’ ”). 
Second,  SEC  disgorgement  is  imposed  for  punitive 

purposes.  In Texas Gulf—one of the first cases requiring 
disgorgement  in  SEC  proceedings—the  court  emphasized 
the  need  “to  deprive  the  defendants  of  their  profits  in 
order  to  . . .  protect  the  investing  public  by  providing  an 
effective deterrent  to  future violations.”   312 F. Supp., at 
92.  In the years since, it has become clear that deterrence 
is not simply an incidental effect of disgorgement.  Rather, 
courts have consistently held that “[t]he primary purpose 
of disgorgement orders is to deter violations of the securi-
ties  laws  by  depriving  violators  of  their  ill-gotten  gains.” 
SEC  v. Fischbach Corp.,  133  F. 3d  170,  175  (CA2  1997); 
see  also  SEC  v.  First Jersey Securities, Inc.,  101  F. 3d 
1450,  1474  (CA2  1996)  (“The  primary  purpose  of  dis-
gorgement as a remedy for violation of the securities laws
is  to  deprive  violators  of  their  ill-gotten  gains,  thereby
effectuating  the  deterrence  objectives  of  those  laws”); 
Rind, 991 F. 2d, at 1491 (“ ‘The deterrent effect of [an SEC] 
enforcement action would be greatly undermined if securi-
ties  law  violators  were  not  required  to  disgorge  illicit 
profits’ ”).   Sanctions imposed for the purpose of deterring 
infractions of public  laws are  inherently punitive because 
“deterrence [is] not [a] legitimate nonpunitive governmen-
tal objectiv[e].”  Bell v. Wolfish, 441 U. S. 520, 539, n. 20 
(1979); see also United States v. Bajakajian, 524 U. S. 321, 
329 (1998) (“Deterrence . . . has traditionally been viewed 
as a goal of punishment”). 
Finally,  in many  cases,  SEC  disgorgement  is  not  com-
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pensatory.  As courts and the Government have employed
the remedy, disgorged profits are paid to the district court,
and  it  is  “within  the  court’s  discretion  to  determine  how 
and  to whom  the money will  be  distributed.”   Fischbach 
Corp.,  133 F. 3d,  at  175.   Courts have  required disgorge-
ment  “regardless  of  whether  the  disgorged  funds  will  be
paid to such investors as restitution.”  Id., at 176; see id., 
at  175  (“Although  disgorged  funds may  often  go  to  com-
pensate  securities  fraud  victims  for  their  losses,  such
compensation  is  a  distinctly  secondary  goal”).    Some  dis-
gorged funds are paid to victims; other funds are dispersed 
to  the United  States  Treasury.  See,  e.g.,  id.,  at  171  (af-
firming distribution of disgorged funds to Treasury where 
“no  party  before  the  court was  entitled  to  the  funds  and 
. . . the persons who might have equitable claims were too
dispersed for feasible identification and payment”); SEC v. 
Lund,  570  F. Supp.  1397,  1404–1405  (CD Cal.  1983)  (or-
dering  disgorgement  and  directing  trustee  to  disperse 
funds  to victims  if  “feasible” and  to disperse any remain-
ing money  to  the Treasury).   Even  though district  courts
may  distribute  the  funds  to  the  victims,  they  have  not
identified any statutory command that they do so.   When 
an individual is made to pay a noncompensatory sanction
to  the Government  as  a  consequence  of  a  legal  violation,
the payment operates as a penalty.  See Porter v. Warner 
Holding Co.,  328  U. S.  395,  402  (1946)  (distinguishing 
between restitution paid to an aggrieved party and penal-
ties paid to the Government). 
SEC  disgorgement  thus  bears  all  the  hallmarks  of  a

penalty:  It  is  imposed  as  a  consequence  of  violating  a
public  law and it  is  intended to deter, not to compensate. 
The  5-year  statute  of  limitations  in  §2462  therefore  ap-
plies when the SEC seeks disgorgement. 

C 
The Government’s primary response to all of this is that 
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SEC disgorgement is not punitive but “remedial” in that it
“lessen[s]  the  effects  of  a  violation”  by  “ ‘restor[ing]  the 
status quo.’ ”  Brief for Respondent 17.  As an initial mat-
ter,  it  is  not  clear  that  disgorgement,  as  courts  have  ap-
plied  it  in  the  SEC  enforcement  context,  simply  returns 
the defendant to the place he would have occupied had he
not broken the law.  SEC disgorgement sometimes exceeds
the  profits  gained  as  a  result  of  the  violation.   Thus,  for 
example, “an insider trader may be ordered to disgorge not
only  the  unlawful  gains  that  accrue  to  the  wrongdoer
directly, but also the benefit  that accrues to third parties
whose gains can be attributed to the wrongdoer’s conduct.” 
SEC  v. Contorinis,  743 F. 3d 296,  302  (CA2 2014).    Indi-
viduals  who  illegally  provide  confidential  trading  infor-
mation  have  been  forced  to  disgorge  profits  gained  by 
individuals who  received and  traded based  on  that  infor-
mation—even  though  they  never  received  any  profits. 
Ibid; see also SEC v. Warde, 151 F. 3d 42, 49 (CA2 1998) 
(“A tippee’s gains are attributable to the tipper, regardless
whether benefit accrues to the tipper”); SEC v. Clark, 915 
F. 2d 439, 454 (CA9 1990) (“[I]t is well settled that a tipper 
can be required to disgorge his tippees’ profits”).   And, as 
demonstrated by  this  case, SEC disgorgement  sometimes 
is ordered without consideration of a defendant’s expenses
that reduced the amount of illegal profit.  App. to Pet. for 
Cert.  43a;  see  Restatement  (Third)  §51,  Comment  h,  at 
216  (“As  a  general  rule,  the  defendant  is  entitled  to  a 
deduction for all marginal costs incurred in producing the 
revenues  that  are  subject  to  disgorgement.   Denial  of  an 
otherwise appropriate deduction, by making the defendant 
liable in excess of net gains, results in a punitive sanction
that  the  law  of  restitution  normally  attempts  to  avoid”). 
In  such  cases,  disgorgement  does  not  simply  restore  the 
status quo;  it leaves the defendant worse off.  The justifi-
cation  for  this  practice  given  by  the  court  below  demon-
strates  that  disgorgement  in  this  context  is  a  punitive, 



     
 

 

 

 

 
   

   

 

 

   

 

 

 
 

 

 

11 Cite as:  581 U. S. ____ (2017) 

Opinion of the Court 

rather than a remedial, sanction: Disgorgement, that court 
explained, is intended not only to “prevent the wrongdoer’s
unjust enrichment” but also “to deter others’ violations of 
the securities laws.”  App. to Pet. for Cert. 43a.
True,  disgorgement  serves  compensatory  goals  in  some 

cases;  however, we  have  emphasized  “the  fact  that  sanc-
tions frequently serve more than one purpose.”   Austin v. 
United States, 509 U. S. 602, 610 (1993).  “ ‘A civil sanction 
that  cannot  fairly  be  said  solely  to  serve  a  remedial  pur-
pose,  but  rather  can  only  be  explained  as  also  serving 
either retributive or deterrent purposes, is punishment, as 
we  have  come  to  understand  the  term.’ ”  Id.,  at  621;  cf. 
Bajakajian, 524 U. S., at 331, n. 6 (“[A] modern statutory 
forfeiture  is  a  ‘fine’  for Eighth Amendment purposes  if  it
constitutes punishment even in part”).  Because disgorge-
ment  orders  “go  beyond  compensation,  are  intended  to
punish,  and  label  defendants  wrongdoers”  as  a  conse-
quence  of  violating public  laws, Gabelli,  568 U. S., at 451– 
452,  they  represent a penalty and  thus  fall within  the 5-
year statute of limitations of §2462. 

III 

Disgorgement,  as  it  is  applied  in  SEC  enforcement
proceedings,  operates as a penalty under  §2462.   Accord-
ingly, any claim for disgorgement in an SEC enforcement 
action must  be  commenced within  five  years  of  the  date
the claim accrued. 
The  judgment  of  the  Court  of  Appeals  for  the  Tenth 

Circuit is reversed. 
It is so ordered. 



EXHIBIT 4 
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SeSW. 17, 2020

GRRG aIWHUQRRQ aQG ZHOFRPH WR a GLVFXVVLRQ RI KRZ ZH RYHUVHH, PaQaJH aQG PHaVXUH WKH SHUIRUPaQFH RI WKH
SEC·V EQIRUFHPHQW SURJUaP. I ZLOO EHJLQ ZLWK VRPH LPSRUWaQW aFNQRZOHGJHPHQWV.

FLUVW, a ELJ WKaQN \RX WR JLOO FLVFK IRU KHU NLQG LQWURGXFWLRQ. TXUQLQJ WR WKH PHQQ FRPPXQLW\ PRUH EURaGO\, a WKaQN
\RX WR WKH IQVWLWXWH IRU LaZ & EFRQRPLFV IRU EHLQJ RXU KRVW. YRXU SURJUaPPLQJ LV VHFRQG WR QRQH LQ WKH Za\ LW
V\QWKHVL]HV WKH aQaO\VLV RI OaZV, PaUNHWV aQG, LPSRUWaQWO\, RXWFRPHV. TKH ILE LV MXVW RQH RI PaQ\ ÀQH H[aPSOHV RI
ZKaW I WKLQN LV PHQQ·V JUHaWHVW VWUHQJWK ² SXUVXLQJ ULJRURXV aFaGHPLF VWXG\ aOZa\V ZLWK aQ H\H WRZaUG VRFLHWaO
LPSaFW aQG LPSURYHPHQW; MXVW aV PHQQ·V IRXQGHU, BHQ FUaQNOLQ, ZRXOG KaYH ZaQWHG LW.

SHFRQG, a WKaQN \RX WR RXU IRXU SaQHOLVWV aQG a VSHFLÀF VKRXW RXW WR SWHYH CXWOHU, ZKR I ÀUVW PHW ÀIWHHQ RU VR \HaUV
aJR ZKHQ KH ZaV WKH SEC·V DLUHFWRU RI EQIRUFHPHQW. WKHQ I aJUHHG WR WaNH RQ WKH UROH RI SEC CKaLUPaQ, WKH
TXHVWLRQ RI KRZ EHVW WR RYHUVHH WKH EQIRUFHPHQW DLYLVLRQ EHFaPH IURQW RI PLQG. WKLOH I ZaV IRUWXQaWH WR KaYH
PRUH OLWLJaWLRQ aQG LQYHVWLJaWLYH H[SHULHQFH WKaQ \RX ZRXOG H[SHFW IURP a FRUSRUaWH OaZ\HU, I KaG QRW PaQaJHG aQ
HQIRUFHPHQW SURJUaP RI aQ\ VL]H, PXFK \HW RQH RI RYHU 1400 SURIHVVLRQaOV GLVWULEXWHG aFURVV 12 RIÀFHV. SWHYH VHW
PH VWUaLJKW. SSHaNLQJ P\ OaQJXaJH, KH QRWHG WKaW WKH DLYLVLRQ ZaV aQ HVWaEOLVKHG, ZHOO-IXQFWLRQLQJ VXEVLGLaU\ ZLWK
SURGXFWV (L.H., FaVHV) WKaW KaG a ORQJ SURGXFWLRQ F\FOH aQG aVVHWV (L.H., SHRSOH) WKaW ZHUH À[HG aQG YaOXaEOH ³ LQ
RWKHU ZRUGV, aWWRUQH\V ZKR HQMR\HG WKHLU MREV, NQHZ HaFK RWKHU ZHOO aQG ZHUH FRPPLWWHG WR WKH PLVVLRQ.

TKLUG, a WKaQN \RX WR SWHSKaQLH AYaNLaQ, ZKR \RX ZLOO KHaU IURP LQ a IHZ PRPHQWV.[1] SWHSKaQLH ZaV WKH AFWLQJ
DLUHFWRU RI EQIRUFHPHQW ZKHQ I aUULYHG. I KaG QRW SUHYLRXVO\ PHW KHU. MaQ\ SHRSOH H[SUHVVHG LQWHUHVW LQ WKH
DLUHFWRU SRVLWLRQ. WHOO, WR PaNH a ORQJ VWRU\ VKRUW, LW ZaV TXLFNO\ aSSaUHQW WR PH WKaW SWHYH CXWOHU·V GHVFULSWLRQ RI
WKH DLYLVLRQ ZaV FRUUHFW aQG, LPSRUWaQWO\, WKH ZHOO-IXQFWLRQLQJ VXEVLGLaU\ aOUHaG\ KaG aQ HIIHFWLYH aQG ZHOO-
UHVSHFWHG OHaGHU LQ SWHSKaQLH. HHUH, I·OO VKaUH aQ aQHFGRWH. A IULHQG ZKR NQHZ SWHSKaQLH SURIHVVLRQaOO\ VaLG WR
PH, ´GR QRW LQWHUYLHZ KHU LI \RX GRQ·W ZaQW WR KLUH KHU.µ TKaW ZaV XQaVVaLOaEO\ FRUUHFW aGYLFH, EXW, aV a SUaFWLFaO
PaWWHU, XQQHFHVVaU\ EHFaXVH, LQ UHaOLW\, LW ZaV WKH RWKHU Za\ aURXQG. SWHSKaQLH ZaV LQWHUYLHZLQJ PH, RQ EHKaOI RI
KHUVHOI aQG WKH FaUHHU VWaII RI WKH DLYLVLRQ. AQG, SWHSKaQLH, I WKaQN \RX aQG \RXU FROOHaJXHV, IRU FRQWLQXLQJ \RXU
LQYaOXaEOH VHUYLFH aQG, LQ a VHQVH, KLULQJ PH.

ChaiUmaQ Ja\ Cla\WRQ



10/13/2020 6EC.JRY _ ,QYHVWRU-FRFXVHG, 1LPEOH DQG 9LJRURXV EQIRUFHPHQW DW WKH 6EC

KWWSV://ZZZ.VHF.JRY/QHZV/VSHHFK/FOD\WRQ-YLJRURXV-HQIRUFHPHQW-VHF-091720 2/6

:LWK WKDW FRQWH[W, I ZLOO SURYLGH VRPH UHÁHFWLRQV RQ WKH RYHUVLJKW, PDQDJHPHQW DQG SHUIRUPDQFH RI WKH
EQIRUFHPHQW DLYLVLRQ DQG KLJKOLJKW D IHZ H[DPSOHV ZKHUH WKH ZRUN RI WKH DLYLVLRQ KDV \LHOGHG VLJQLÀFDQW, ORQJ-
WHUP EHQHÀWV WR 8.6. LQYHVWRUV, LQFOXGLQJ VKDSLQJ RXU UHJXODWRU\ DJHQGD DQG LQIRUPLQJ RXU UXOHPDNLQJ.

IQ PDQDJLQJ DQ RUJDQL]DWLRQ, WKHUH DUH VRPH IXQGDPHQWDO TXHVWLRQV. 7ZR RI WKH PRVW LPSRUWDQW DUH: (1) :KDW DUH
ZH WU\LQJ WR DFFRPSOLVK?, DQG (2) HRZ DUH ZH JRLQJ WR PHDVXUH RXU SHUIRUPDQFH? 6WDUWLQJ ZLWK WKH VHFRQG
TXHVWLRQ, ZKLOH WKH EQIRUFHPHQW DLYLVLRQ·V WUDGLWLRQDO VWDWLVWLFV ZHUH ² DQG FRQWLQXH WR EH ² LPSUHVVLYH,>2@ LW LV P\
YLHZ WKDW ZH VKRXOG WDNH FDUH QRW WR IDOO LQWR WKH PRGH RI PDQDJLQJ WR WKH DYDLODEOH GDWD. OU, VDLG DQRWKHU ZD\, DV
LQ DQ\ HQGHDYRU, ZH VKRXOG JXDUG DJDLQVW DOORZLQJ WKH GDWD WKDW LV UHDGLO\ DYDLODEOH WR GULYH REMHFWLYHV, UDWKHU WKDQ
PHDVXUHV WKDW UHÁHFW RXU FRUH SULQFLSOHV. 8OWLPDWHO\, REMHFWLYHV DQG UHODWHG PHWULFV VKRXOG EH JURXQGHG LQ DQ
RUJDQL]DWLRQ·V IRXQGDWLRQDO SULQFLSOHV.

6R, ZKHUH WR VWDUW ZKHQ GHÀQLQJ SULQFLSOHV? :H VWDUWHG E\ DVNLQJ, KRZ ZRXOG D ORQJ-WHUP, UHWDLO LQYHVWRU ZDQW XV WR
DOORFDWH RXU UHVRXUFHV? :LWK WKDW OHQV, ZH VHWWOHG RQ: (1) JHWWLQJ KDUPHG UHWDLO LQYHVWRUV WKHLU PRQH\ EDFN DV
SURPSWO\ DV SUDFWLFDEOH; (2) SXUVXLQJ PDWWHUV WKDW ZLOO KDYH D ODVWLQJ, SRVLWLYH LPSDFW IRU LQYHVWRUV EURDGO\ ² H.J.,
GHWHUULQJ RU HOLPLQDWLQJ ZLGHVSUHDG LQDSSURSULDWH SUDFWLFHV; DQG (3) LQVWLOOLQJ FRQÀGHQFH LQ WKH LQWHJULW\ DQG IDLUQHVV
RI RXU PDUNHWV. IQ HDFK FDVH, ZLWK DQ H\H WRZDUG RXU 50 PLOOLRQ KRXVHKROG-VWURQJ UHWDLO LQYHVWRU EDVH.

I DP SOHDVHG WR VD\ ² WKURXJK WKH OHDGHUVKLS RI 6WHSKDQLH, 6WHYH PHLNLQ DQG PDQ\ RI WKHLU FROOHDJXHV ² WKHVH
SULQFLSOHV KDYH VKDSHG DLYLVLRQ REMHFWLYHV DQG, WR WKH H[WHQW SUDFWLFDEOH, RXU SHUIRUPDQFH PHWULFV WR WKH EHQHÀW RI
LQYHVWRUV.>3@

AQRWKHU IXQGDPHQWDO PDQDJHULDO TXHVWLRQ IRU RUJDQL]DWLRQV LV PHWKRG RI H[HFXWLRQ. HHUH, I ZLOO VWDUW E\ UHWXUQLQJ WR
WKH REVHUYDWLRQ WKDW WKH EQIRUFHPHQW DLYLVLRQ LV D SHRSOH-GULYHQ RUJDQL]DWLRQ ² DNLQ WR D KLJK-HQG SURIHVVLRQDO
VHUYLFHV EXVLQHVV.

IQ P\ H[SHULHQFH, ZHOO-IXQFWLRQLQJ SURIHVVLRQDO VHUYLFHV RUJDQL]DWLRQV KDYH ERWK (1) WDOHQWHG, H[SHULHQFHG, DQG
GLYHUVH SHUVRQQHO ZLWK VWURQJ FKDUDFWHU, DV ZHOO DV D FRPPLWPHQW WR HDFK RWKHU DQG WR D VKDUHG PLVVLRQ DQG (2) DQ
HQYLURQPHQW ZKHUH WKRVH SURIHVVLRQDOV KDYH D FRPELQDWLRQ RI JXLGDQFH, IUHHGRP, DQG VXSSRUW WKDW HQDEOHV WKHP
WR WDNH DFWLRQ DQG PD[LPL]H WKHLU HIIHFWLYHQHVV.

OXU IURQW OLQH HQIRUFHPHQW SHUVRQQHO, E\ QHFHVVLW\, PDNH WHQV RI WKRXVDQGV RI MXGJPHQWV HDFK \HDU. 7KH\ QHHG WR
NQRZ WKRVH MXGJPHQWV ZLOO EH VXSSRUWHG DQG, LI WKH\ UHDFK RXW IRU DGYLFH, LW ZLOO EH IUHHO\ JLYHQ DQG PLVVLRQ-
RULHQWHG. I FRPPLWWHG WR 6WHSKDQLH DQG 6WHYH WKDW I ZRXOG GHIHU WR, DQG VXSSRUW WKHP RQ, KRZ EHVW WR SURPRWH WKDW
W\SH RI FXOWXUH, DQG WKH\ VXFFHHGHG EH\RQG DQ\ UHDVRQDEOH H[SHFWDWLRQ.

7XUQLQJ WR VRPH VSHFLÀFV LQ WKH DUHD RI H[HFXWLRQ, I ZLOO QRWH MXVW D IHZ RI WKH EQIRUFHPHQW DLYLVLRQ·V LQLWLDWLYHV DQG
KRZ WKHLU ZRUN KDV OHG WR UHDO, ODVWLQJ LPSDFWV IRU MDLQ 6WUHHW LQYHVWRUV.

FLUVW, I ZDQW WR KLJKOLJKW WKH ZRUN RI WKH RHWDLO 6WUDWHJ\ 7DVN FRUFH,>4@ LQFOXGLQJ RXU 7HDFKHUV DQG 9HWHUDQV
IQLWLDWLYHV,>5@ DQG RXU 6KDUH CODVV 6HOHFWLRQ DLVFORVXUH IQLWLDWLYH.>6@ OQH RI WKH TXHVWLRQV I DOZD\V HQFRXUDJH MDLQ
6WUHHW LQYHVWRUV WR DVN LV, ´KRZ PXFK RI P\ PRQH\ LV JRLQJ WR ZRUN IRU PH, DQG KRZ PXFK LV EHLQJ XVHG WR SD\
IHHV DQG H[SHQVHVµ? JXVW WKLQN IRU D PRPHQW DERXW WKH FRVW WR D VLQJOH LQYHVWRU RI SD\LQJ DQ H[WUD 150 EDVLV SRLQWV
LQ IHHV RYHU WZHQW\-ÀYH (25) \HDUV RQ $100,000 LQYHVWHG LQ D UHWLUHPHQW DFFRXQW.>7@ B\ RQH UHSRUWHU·V DFFRXQW,
VRPH EDFN RI WKH HQYHORSH PDWK JLYHV D GLIIHUHQFH RI RYHU $100,000 LQ ORVW JDLQV RYHU WKDW WLPH SHULRG IRU WKDW
VLQJOH LQYHVWRU.>8@ 7LPH DQG DJDLQ, RXU WHDPV LQ RXU OIÀFH RI CRPSOLDQFH IQVSHFWLRQV DQG E[DPLQDWLRQV DQG RXU
EQIRUFHPHQW DLYLVLRQ KDYH ZRUNHG KDUG WR VDYH LQYHVWRUV IURP SD\LQJ IHHV WKDW WKH\ GLG QRW NQRZ DERXW DQG
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VKRXOG QRW KDYH EHHQ FKDUJHG. FRU H[DPSOH, RXU 6KDUH CODVV 6HOHFWLRQ DLVFORVXUH IQLWLDWLYH DORQH ZLOO UHVXOW LQ
QHDUO\ $140 PLOOLRQ JRLQJ EDFN WR LQYHVWRUV, DQG LW FDQ EH H[SHFWHG WR VDYH LQYHVWRUV WKDW DPRXQW PDQ\ WLPHV RYHU
JRLQJ IRUZDUG.>9@

6HFRQG, I DP SURXG RI RXU ZRUN LQ WKH DUHD RI ICOV. 7R FDOO WKH ICO DFWLYLW\ RI ODWH 2016 DQG 2017 D PHVV ZRXOG EH
NLQG. I ORRN EDFN RQ WKDW WLPH DV D VWDUN, SUHVHQW GD\ UHPLQGHU WKDW WKH EHKDYLRU LGHQWLÀHG E\ WKH PHFRUD
CRPPLVVLRQ LQ WKH HDUO\ 1930V ³ LQ RWKHU ZRUGV, WKH FRPELQDWLRQ RI IUDXG, VSHFXODWLRQ DQG ZLGHVSUHDG KDUP WKDW
GURYH WKH HQDFWPHQW RI WKH 6HFXULWLHV AFW DQG WKH E[FKDQJH AFW ³ FDQ HDVLO\ UHWXUQ LQ WKH DEVHQFH RI D FXOWXUH RI
FRPSOLDQFH DQG UHJXODWRU\ YLJLODQFH. OQH VWXG\ KDV HVWLPDWHG WKDW WKH DPRXQW UDLVHG LQ WRNHQ RIIHULQJV ZDV $7
ELOOLRQ LQ 2017 DQG QHDUO\ $20 ELOOLRQ LQ 2018, DQG WKDW LW GURSSHG WR $4.1 ELOOLRQ LQ WKH ÀUVW WHQ PRQWKV RI 2019.>10@
AQRWKHU VWXG\ HVWLPDWHG WKDW DV RI PLG-2018, 86% RI WKH SULRU \HDU·V OHDGLQJ ICOV ZHUH WUDGLQJ EHORZ WKHLU RIIHULQJ
SULFH, ZLWK QHDUO\ D WKLUG RI WKRVH ICOV KDYLQJ ORVW VXEVWDQWLDOO\ DOO WKHLU YDOXH.>11@ ASSDUHQWO\ DW WKH WLPH,
LQWR[LFDWHG RU GLVWUDFWHG E\ DQ DGPLWWHGO\ SRZHUIXO WHFKQRORJ\, PDQ\ PDUNHW SDUWLFLSDQWV ³ ERWK LQYHVWRUV DQG,
PXFK PRUH FRQFHUQLQJ, FHUWDLQ PDUNHW SURIHVVLRQDOV ³ DFFHSWHG IRUP RYHU VXEVWDQFH DQG SXUVXHG SURÀW RYHU
UHVSRQVLELOLW\.

7KH CRPPLVVLRQ DQG WKH EQIRUFHPHQW DLYLVLRQ UHVSRQGHG TXLFNO\, LQFOXGLQJ WKURXJK LVVXLQJ DQ LQYHVWLJDWLYH UHSRUW
FRQÀUPLQJ WKH DSSOLFDWLRQ RI WKH VHFXULWLHV ODZV WR WKH XVH RI EORFNFKDLQ RU GLVWULEXWHG OHGJHU WHFKQRORJ\ WR
IDFLOLWDWH FDSLWDO UDLVLQJ DQG WR RIIHUV DQG VDOHV RI GLJLWDO DVVHWV WKDW DUH VHFXULWLHV,>12@ IROORZHG E\ WKH FUHDWLRQ RI
WKH C\EHU 8QLW.>13@ 7KURXJK D VHULHV RI PHDVXUHG \HW WLPHO\ DFWLRQV, WKH EQIRUFHPHQW DLYLVLRQ, ZRUNLQJ FORVHO\
ZLWK WKH DLYLVLRQ RI CRUSRUDWLRQ FLQDQFH, WKH DLYLVLRQ RI IQYHVWPHQW MDQDJHPHQW DQG WKH DLYLVLRQ RI 7UDGLQJ DQG
MDUNHWV, UHVWRUHG RUGHU, ZKLOH OHDYLQJ URRP IRU GLVWULEXWHG OHGJHU DQG RWKHU WHFKQRORJLHV WR GULYH FRVW VDYLQJV DQG
LQQRYDWLRQ. 7KLV ZRXOG QRW KDYH EHHQ SRVVLEOH EXW IRU D FXOWXUH WKDW VXSSRUWV SURDFWLYH GHFLVLRQ-PDNLQJ DQG
HQFRXUDJHV SULQFLSOHV-EDVHG ÁH[LELOLW\. OU DV I OLNH WR VD\, EHLQJ QLPEOH.

7KLUG, DQG PRUH UHFHQWO\, WKH DLYLVLRQ DJDLQ GHPRQVWUDWHG LWV QLPEOH QDWXUH LQ UHVSRQVH WR WKH HIIHFWV RI CO9ID-
19. OXU YDULRXV DLYLVLRQV DQG OIÀFHV WRRN DQ DUUD\ RI SURPSW, LQYHVWRU- DQG PDUNHW IXQFWLRQ-RULHQWHG DFWLRQV,>14@
DQG WKH EQIRUFHPHQW DLYLVLRQ ZDV QR H[FHSWLRQ. 7KH DLYLVLRQ·V DFWLRQV LQFOXGHG WUDGLQJ VXVSHQVLRQV IRU WKUHH
GR]HQ FRPSDQLHV. IQ WKHVH FDVHV, LPPHGLDWH DFWLRQ ZDV QHFHVVDU\ LQ OLJKW RI TXHVWLRQV UHJDUGLQJ WKH DFFXUDF\
DQG DGHTXDF\ RI LQIRUPDWLRQ LQ WKH PDUNHWSODFH. IQ D QXPEHU RI WKHVH FLUFXPVWDQFHV, WKH DLYLVLRQ IROORZHG ZLWK
HQIRUFHPHQW DFWLRQV DJDLQVW LVVXHUV DQG LQGLYLGXDOV DOOHJHGO\ HQJDJHG LQ IUDXG EDVHG RQ CO9ID-19-UHODWHG FODLPV,
VXFK DV SUHIHUUHG DFFHVV WR FDFKHV RI SHUVRQDO SURWHFWLYH HTXLSPHQW DQG WKH GHYHORSPHQW RI HIIHFWLYH CO9ID-19
WHVWV. 6WHSKDQLH DQG 6WHYH DOVR UHOHDVHG D VWDWHPHQW UHPLQGLQJ PDUNHW SDUWLFLSDQWV RI WKH LPSRUWDQFH RI
PDLQWDLQLQJ PDUNHW LQWHJULW\ DQG IROORZLQJ FRUSRUDWH FRQWUROV DQG SURFHGXUHV, HVSHFLDOO\ GXULQJ WLPHV VXFK DV
WKHVH.>15@ GRRG FRUSRUDWH K\JLHQH FDQQRW EH RYHUVWDWHG, QRU FDQ WKH LPSRUWDQFH RI UHODWHG FRQWUROV GHVLJQHG WR
SUHYHQW QRW RQO\ LQVLGHU WUDGLQJ, EXW DOVR WKH DSSHDUDQFH RI LPSURSULHW\ RU PLVDOLJQPHQW RI LQWHUHVWV. JXVW WKLV ZHHN
I VHQW CKDLUPDQ BUDG 6KHUPDQ DQG RDQNLQJ MHPEHU BLOO HXL]HQJD RI WKH HRXVH FLQDQFLDO 6HUYLFHV CRPPLWWHH·V
6XEFRPPLWWHH RQ IQYHVWRU PURWHFWLRQ, EQWUHSUHQHXUVKLS, DQG CDSLWDO MDUNHWV D OHWWHU DW CKDLUPDQ 6KHUPDQ·V
UHTXHVW, LQ ZKLFK I GLVFXVVHG VRPH VSHFLÀF PHDVXUHV WKDW SXEOLF FRPSDQLHV DQG WKHLU LQVLGHUV VKRXOG FRQVLGHU WR
SURPRWH FRPSOLDQFH, PDUNHW LQWHJULW\ DQG LQYHVWRU FRQÀGHQFH, LQFOXGLQJ WKURXJK D GHPRQVWUDWHG FRPPLWPHQW WR
JRRG FRUSRUDWH JRYHUQDQFH.

AV I PHQWLRQHG DW WKH RXWVHW, WKH LPSDFW RI WKH ZRUN LQ WKHVH DUHDV DQG WKH PDQ\ RWKHU LQLWLDWLYHV LV QRW UHDGLO\
DSSDUHQW LQ WUDGLWLRQDO PHWULFV VXFK DV QXPEHU RI DFWLRQV DQG WRWDO PRQHWDU\ UHOLHI. IURQLFDOO\, WKH IDVWHU DQG PRUH
HIIHFWLYHO\ ZH DFW, WKH ORZHU VRPH RI WKHVH QXPEHUV VKRXOG EH. 7KDW LV RQH UHDVRQ, LQ WKH DUHD RI PHWULFV, I DP
JHQHUDOO\ PRVW LQWHUHVWHG LQ WKH FRPELQDWLRQ RI PRQH\ UHWXUQHG WR LQYHVWRUV (L.H., KDUP UHPHGLHG) DQG PRQH\
VDYHG E\ LQYHVWRUV (L.H., KDUP SUHYHQWHG).

A ÀQDO SRLQW RQ LQLWLDWLYHV. :H UHTXLUH RXU UHJLVWUDQWV WR GLVFORVH ERWK WKH JRRG DQG WKH EDG QHZV DQG, LQ WKDW YHLQ,
LW LV DSSURSULDWH IRU PH WR QRWH WKDW QRW HYHU\ LQLWLDWLYH KDV EHHQ DV VXFFHVVIXO DV I ZRXOG OLNH. EDUO\ LQ P\ WHQXUH, I
WRRN XS WKH SHUVRQDO LQLWLDWLYH RI IRFXVLQJ RQ WKH YLFWLPV RI WKH R. AOOHQ 6WDQIRUG IUDXG. 7KHVH MDLQ 6WUHHW LQYHVWRUV
ZHUH GHIUDXGHG EUD]HQO\, LQ FLUFXPVWDQFHV ZLWK PXOWLSOH LQGLFLD RI UHJXODWRU\ DQG LQVWLWXWLRQDO SURWHFWLRQ. <HW, RYHU D
GHFDGH ODWHU, UHFRYHULHV KDYH EHHQ YLUWXDOO\ QRQ-H[LVWHQW DQG ODZVXLWV GUDJ RQ. I UHFRJQL]H WKDW UHFRYHULHV KDYH
EHHQ VORZHG E\ WKH LQWHUQDWLRQDO QDWXUH RI WKH IUDXG ² DV I RIWHQ KDYH VDLG, RQFH PRQH\ OHDYHV RXU MXULVGLFWLRQ LW LV
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YHU\ KDUG WR JHW LW EDFN[16@ ² DV ZHOO DV WKH FRPSOH[LW\ RI WKH FODLPV SURFHVV DQG RWKHU OHJDO SURFHHGLQJV. BXW E\
DQ\ PHDVXUH WKDW LV ZD\ WRR OLWWOH DQG ZD\ WRR ORQJ. IW LV P\ VLQFHUH KRSH WKDW ZH ERWK FRQWLQXH WR ZRUN RQ EHKDOI RI
WKHVH YLFWLPV WR UHWXUQ DV PXFK RI WKHLU GHIUDXGHG PRQH\ DV SRVVLEOH DQG, PRUH JHQHUDOO\, HYDOXDWH RXU RYHUVLJKW,
LQVSHFWLRQ DQG UHFRYHU\ HIIRUWV WR EROVWHU RXU DELOLW\ WR FRPEDW ZURQJGRLQJ DQG DFW TXLFNO\ WR UHWXUQ IXQGV WR
KDUPHG LQYHVWRUV.[17@

TKH ODVW H[HFXWLRQ-UHODWHG PDWWHU I ZLOO GLVFXVV LQYROYHV WKH LQWHJUDWLRQ RI WKH EQIRUFHPHQW SURJUDP LQWR WKH ZRUN RI
RXU SROLF\ DLYLVLRQV DQG OIÀFHV. OXU PDUNHWV DUH HYHU FKDQJLQJ, DQG WKH ÀQDQFLDO PDUNHWV RI WRGD\ DUH
VXEVWDQWLDOO\ GLIIHUHQW IURP WKRVH RI WKH HDUO\ 2000V. TKLV G\QDPLF UHTXLUHV XV WR UHWURVSHFWLYHO\ UHYLHZ DQG XSGDWH
WKH LPSOHPHQWDWLRQ RI RXU UHJXODWRU\ IUDPHZRUN. OXU SROLF\ DLYLVLRQV DQG OIÀFHV KDYH EHHQ H[WUHPHO\ EXV\ LQ WKLV
UHJDUG. DXULQJ P\ WHQXUH DV CKDLUPDQ, WKHVH DLYLVLRQV DQG OIÀFHV KDYH DGYDQFHG RYHU 100 SURSRVHG DQG ÀQDO
UXOHV.[18@ EQIRUFHPHQW KDV EHHQ LQYROYHG LQ ³ DQG LPSURYHG ³ PDQ\ RI WKH NH\ LQYHVWRU-SURWHFWLRQ LQLWLDWLYHV.

FRU H[DPSOH, ZLWK WKH LQWHUHVWV RI MDLQ SWUHHW LQYHVWRUV IURQW RI PLQG, ZH DGRSWHG RHJXODWLRQ BHVW IQWHUHVW DQG
FRUP CRS, ZKLFK HVWDEOLVKHG (1) D QHZ, KHLJKWHQHG VWDQGDUG RI FRQGXFW IRU EURNHU-GHDOHUV ZKHQ GHDOLQJ ZLWK
UHWDLO FXVWRPHUV DQG (2) DQ LQYHVWRU-RULHQWHG XQLIRUP GLVFORVXUH IRUP IRU EURNHU-GHDOHUV DQG LQYHVWPHQW DGYLVHUV.
[19@ TKH YLHZV DQG H[SHULHQFH RI EQIRUFHPHQW SOD\HG DQ LPSRUWDQW UROH LQ WKHVH JURXQGEUHDNLQJ GHYHORSPHQWV.

IQ WKH RYHU-WKH-FRXQWHU (OTC) PDUNHW, ZKHUH WKH PDMRULW\ RI HQIRUFHPHQW FDVHV KDYH LQYROYHG GHOLQTXHQW ÀOLQJV,
WKH CRPPLVVLRQ DGRSWHG DPHQGPHQWV WR RXOH 15F2-11 WR IDFLOLWDWH PRUH FXUUHQW LQIRUPDWLRQ IURP OTC LVVXHUV DQG
WR EHWWHU SURWHFW LQYHVWRUV IURP IUDXGXOHQW DQG PDQLSXODWLYH VFKHPHV XVLQJ OTC LVVXHUV ZLWK VWDOH LQIRUPDWLRQ,[20@
DJDLQ ZLWK VXEVWDQWLDO LQSXW IURP EQIRUFHPHQW.[21@

SRRQ ZH ZLOO FRQVLGHU DPHQGPHQWV WR RXU ZKLVWOHEORZHU UXOHV GHVLJQHG WR PDNH WKH SURJUDP PRUH HIÀFLHQW DQG
HIIHFWLYH. TKH SURJUDP KDV DOUHDG\ EHQHÀWWHG JUHDWO\ IURP SWHSKDQLH·V JXLGDQFH DQG I H[SHFW WKH SURJUDP ZLOO
FRQWLQXH WR GR VR DV ZH PRYH IRUZDUG.

HXPDQ QDWXUH EHLQJ ZKDW LW LV, WKHUH LV VWLOO, DV WKHUH ZLOO DOZD\V EH, ZRUN WR EH GRQH. WKHQ I WXUQ RYHU WKH
OHDGHUVKLS RI WKH CRPPLVVLRQ, P\ JRDO IRU WKH EQIRUFHPHQW DLYLVLRQ LV WKDW LW FRQWLQXHV WR EULQJ PHDQLQJIXO FDVHV
WKDW KDYH D VXEVWDQWLDO LPSDFW RQ LQYHVWRUV DQG WKH LQWHJULW\ RI RXU PDUNHWV.

I DP JUDWHIXO WR P\ SUHGHFHVVRU, CKDLU MDU\ JR WKLWH, IRU SURYLGLQJ XV ZLWK WKDW VWURQJ, ZHOO-IXQFWLRQLQJ, DQG
SURIHVVLRQDO VXEVLGLDU\ WKDW I UHIHUHQFHG DW WKH RXWVHW. SWHSKDQLH DQG SWHYH EXLOW RQ WKLV IRXQGDWLRQ, DQG WKH
DFKLHYHPHQWV RI WKH EQIRUFHPHQW DLYLVLRQ KDYH EHHQ LPSDFWIXO DQG ORQJ ODVWLQJ EHFDXVH RI WKHLU H[HPSODU\
OHDGHUVKLS. OQO\ OHDGHUV ZLWK VXFK VNLOOV, H[SHULHQFHV DQG VWHDGIDVW GHGLFDWLRQ WR WKHLU VWDII ³ ZLWK WKH DGGHG
ERQXV RI FRPSHWLWLYH GULYH DQG FRPPLWPHQW WR FRQWLQXHG LPSURYHPHQW ³ FRXOG KDYH DFKLHYHG VXFK LPSUHVVLYH
DQG PHDQLQJIXO UHVXOWV IRU LQYHVWRUV, SDUWLFXODUO\ LQ WKH IDFH RI MXGLFLDO OLPLWDWLRQV RQ RXU DXWKRULW\, D JRYHUQPHQW
VKXWGRZQ DQG D SDQGHPLF.[22@

I ZLOO QRW GZHOO RQ WKRVH FKDOOHQJHV RWKHU WKDQ WR UHWXUQ WR WKH LVVXH RI PHWULFV DQG QRWH WKDW RQH RI WKH PRVW UHOLDEOH
PHDVXUHV RI SHUIRUPDQFH LV ´KRZ GLG \RX KDQGOH \RXUVHOI, DQG KRZ GLG \RX SHUIRUP, LQ WKH IDFH RI DGYHUVLW\?µ OQ
WKLV PHWULF SWHSK DQG SWHYH, DQG WKH EQIRUFHPHQW DLYLVLRQ, VFRUHG D 12 RQ D VFDOH RI 1 WR 10.

I ZLOO FORVH ZLWK VRPH DGYLFH WKDW I KRSH KDV VLPLODU YDOXH WR WKH DGYLFH I UHFHLYHG DOPRVW IRXU \HDUV DJR: LI DQG
ZKHQ SWHSKDQLH GHSDUWV, I HQFRXUDJH P\ VXFFHVVRU WR VHHN RXW D DLUHFWRU ZKR ZLOO OHDG, DV SWHSKDQLH DQG SWHYH
GLG IRU XV, E\ H[DPSOH DQG WKURXJK WKDW SRZHUIXO FRPELQDWLRQ RI GHIHUHQFH, FRRSHUDWLRQ DQG VXSSRUW.

AQG, ZLWK WKDW, I ZLOO WXUQ LW RYHU WR RXU DLUHFWRU RI EQIRUFHPHQW, SWHSKDQLH AYDNLDQ.
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>1@ M\ YLHZV DUH P\ RZQ, 6WHSKDQLH·V YLHZV DUH KHUV. 6WHSKDQLH·V UHPDUNV DUH aYaLOabOe DW
KWWSV://ZZZ.VHF.JRY/QHZV/VSHHFK/DYDNLDQ-SURWHFWLQJ-HYHU\GD\-LQYHVWRUV-091720

>2@ DXULQJ P\ WLPH DV CKDLUPDQ, WKH EQIRUFHPHQW DLYLVLRQ XQGHU 6WHSKDQLH DQG 6WHYH·V OHDGHUVKLS KDV EURXJKW
RYHU 2,500 HQIRUFHPHQW DFWLRQV, REWDLQHG RYHU $11 ELOOLRQ LQ GLVJRUJHPHQW DQG SHQDOWLHV, DQG UHWXUQHG RYHU $3
ELOOLRQ WR KDUPHG LQYHVWRUV.

>3@ See 8.6. 6HF. & E[FK. CRPP·Q, DLY. RI EQIRUFHPHQW, AQQXDO 5HSRUWV IRU FLVFDO <HDUV 2017, 2018, 2019,
aYaLOabOe aW KWWSV://ZZZ.VHF.JRY/ÀOHV/HQIRUFHPHQW-DQQXDO-UHSRUW-2017.SGI; KWWSV://ZZZ.VHF.JRY/ÀOHV/HQIRUFHPHQW-
DQQXDO-UHSRUW-2018.SGI; KWWSV://ZZZ.VHF.JRY/ÀOHV/HQIRUFHPHQW-DQQXDO-UHSRUW-2019.SGI.

>4@See KWWSV://ZZZ.VHF.JRY/QHZV/SUHVV-UHOHDVH/2017-176.

>5@See KWWSV://ZZZ.VHF.JRY/QHZV/SUHVV-UHOHDVH/2019-85.

>6@ See KWWSV://ZZZ.VHF.JRY/QHZV/SUHVV-UHOHDVH/2019-28; KWWSV://ZZZ.VHF.JRY/QHZV/SUHVV-UHOHDVH/2019-200;
KWWSV://ZZZ.VHF.JRY/QHZV/SUHVV-UHOHDVH/2020-90.

>7@ See KWWSV://ZZZ.ZVM.FRP/DUWLFOHV/WHDFKHUV-SD\-KLJK-IHHV-IRU-UHWLUHPHQW-IXQGV-XQLRQV-DUH-SDUWO\-WR-EODPH-
11576684664.

>8@ Id.

>9@ See KWWSV://ZZZ.VHF.JRY/QHZV/SUHVV-UHOHDVH/2020-90.

>10@ See KWWSV://ZZZ.SZF.FRP/HH/HW/SXEOLFDWLRQV/SXE/6WUDWHJ\&BICOB67OB6WXG\B9HUVLRQB6SULQJB2020.SGI.

>11@ See KWWSV://ZZZ.H\.FRP/3XEOLFDWLRQ/YZL8AVVHWV/H\-VWXG\-LFR-UHVHDUFK/$FILE/H\-VWXG\-LFR-UHVHDUFK.SGI.

>12@ See KWWSV://ZZZ.VHF.JRY/QHZV/SUHVV-UHOHDVH/2017-131.

>13@ See KWWSV://ZZZ.VHF.JRY/QHZV/SUHVV-UHOHDVH/2017-176.

>14@ See KWWSV://ZZZ.VHF.JRY/VHF-FRURQDYLUXV-FRYLG-19-UHVSRQVH IRU D GLVFXVVLRQ RI WKH CRPPLVVLRQ·V HIIRUWV LQ
UHVSRQVH WR WKH HIIHFWV RI CO9ID-19.

>15@ See KWWSV://ZZZ.VHF.JRY/QHZV/SXEOLF-VWDWHPHQW/VWDWHPHQW-HQIRUFHPHQW-FR-GLUHFWRUV-PDUNHW-LQWHJULW\.

>16@ See KWWSV://ZZZ.VHF.JRY/QHZV/SXEOLF-VWDWHPHQW/HPHUJLQJ-PDUNHW-LQYHVWPHQWV-GLVFORVXUH-UHSRUWLQJ.

>17@ 8QGHU 6WHSKDQLH DQG 6WHYH·V OHDGHUVKLS, RXU FROOHFWLRQ HIIRUWV KDYH LPSURYHG, DQG I KDYH DVNHG VWDII WR
H[DPLQH WKH FODLPV, FROOHFWLRQ DQG GLVWULEXWLRQV SURFHVVHV PRUH JHQHUDOO\, LQFOXGLQJ WKH XVH RI UHFHLYHUV DQG RWKHU
WKLUG SDUWLHV, WR PDNH RXU UHPHGLDO HIIRUWV PRUH HIIHFWLYH.

>18@ BHFDXVH WUDQVSDUHQF\ LV FHQWUDO WR WKH HIIHFWLYHQHVV RI DQ DGPLQLVWUDWLYH DJHQF\, ZH WDNH JUHDW FDUH DW WKH
CRPPLVVLRQ WR SURYLGH LQVLJKW WR LQYHVWRUV, LVVXHUV, RWKHU PDUNHW SDUWLFLSDQWV, CRQJUHVV, IHOORZ ÀQDQFLDO UHJXODWRUV
DQG RXU VWDII UHJDUGLQJ WKH CRPPLVVLRQ·V UXOHPDNLQJ DFWLYLWLHV DQG SULRULWLHV. OQH ZD\ ZH GR WKLV LV WKURXJK WKH
VHPL-DQQXDO SXEOLFDWLRQ RI WKH 5HJXODWRU\ FOH[LELOLW\ AJHQGD, ZKLFK LQFOXGHV UXOHPDNLQJV H[SHFWHG WR EH
DFFRPSOLVKHG LQ WKH QHDU-WHUP (RQH \HDU) DQG LQ WKH ORQJ-WHUP (PRUH WKDQ RQH \HDU). DXULQJ P\ WHQXUH, LQ DGGLWLRQ
WR ORQJ-WHUP DQG RWKHU UXOHPDNLQJV, ZH DGYDQFHG 23 UXOHPDNLQJV LQ WKH 2018 QHDU-WHUP SRUWLRQ RI WKH DJHQGD E\
WKH HQG RI WKDW FDOHQGDU \HDU, RU 88% RI WKH LWHPV; 35 UXOHPDNLQJV LQ WKH 2019 QHDU-WHUP DJHQGD, RU QHDUO\ 90% RI
WKH LWHPV; DQG 35 LWHPV WR GDWH LQ WKH 2020 DJHQGD, RU 73% RI WKH LWHPV - ZLWK PRUH WR FRPH WKLV \HDU.

>19@ See KWWSV://ZZZ.VHF.JRY/QHZV/SUHVV-UHOHDVH/2019-89. AORQJ ZLWK 5HJXODWLRQ BHVW IQWHUHVW DQG FRUP C56, WKH
CRPPLVVLRQ DOVR LVVXHG UHODWHG LQWHUSUHWDWLRQV FROOHFWLYHO\ DGGUHVVLQJ WKH TXDOLW\ DQG WUDQVSDUHQF\ RI UHWDLO
LQYHVWRUV· UHODWLRQVKLSV ZLWK EURNHU-GHDOHUV DQG LQYHVWPHQW DGYLVHUV.

>20@ See KWWSV://ZZZ.VHF.JRY/QHZV/SUHVV-UHOHDVH/2020-212. I KDYH DOVR GLUHFWHG WKH VWDII WR HYDOXDWH WKH ULVNV
DVVRFLDWHG ZLWK FHUWDLQ EURNHU-GHDOHU DFWLYLW\ LQ FRQQHFWLRQ ZLWK RPQLEXV DFFRXQWV, SDUWLFXODUO\ WUDQVDFWLRQV LQ ORZ-
SULFHG VHFXULWLHV ZLWK RIIVKRUH EHQHÀFLDULHV.
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[21] AQd aV aQRWKeU e[aPSOe, WKe CRPPLVVLRQ, ZLWK UeJXOaU LQSXW IURP WKe DLYLVLRQ RI EQIRUcePeQW, KaV beeQ
ZRUNLQJ WRZaUdV WKe cRQWLQXed JRaO RI LPSOePeQWLQJ a VecXUe CRQVROLdaWed AXdLW TUaLO, ZKLcK ZLOO SURYLde LPSRUWaQW
WUaQVSaUeQc\ WR RXU eTXLW\ aQd RSWLRQV PaUNeWV. TKe LPSOePeQWaWLRQ RI WKe CAT KaV beeQ dLIÀcXOW dXe WR a YaULeW\
RI IacWRUV, LQcOXdLQJ LWV LQLWLaO deVLJQ aQd YeQdRU cKaOOeQJeV. I aP SOeaVed WR Va\ WKaW WKe CAT LV QRZ RQ a PXcK
beWWeU WUacN aQd WKe CRPPLVVLRQ UeceQWO\ SURSRVed aPeQdPeQWV WKaW aUe LQWeQded WR eQVXUe a PRUe VecXUe CAT
WKaW ZLOO RSeUaWe ZLWKRXW WKe Qeed IRU VeQVLWLYe SeUVRQaOO\ LdeQWLÀabOe LQIRUPaWLRQ. SHH
KWWSV://ZZZ.Vec.JRY/QeZV/SXbOLc-VWaWePeQW/cOa\WRQ-NLPPeO-UedIeaUQ-QPV-caW-2020-08-21.

[22] SHH, H.J., KRNHVK Y. SEC, 137 S. CW. 1635 (2017); LXFLD Y. SEC, 138 S. CW. 2044 (2018).
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Financial Highlights

This section provides an analysis of the financial 
position, results of operations, and the underlying 
causes for significant changes in balances presented 
in the Securities and Exchange Commission’s 
(SEC) Fiscal Year (FY) 2016 financial statements.

As described further below, the SEC’s finances 
have several main components:
• An annual appropriation from Congress;
• Securities transaction fees, charged in accor-

dance with Section 31 of the Securities  
Exchange Act, which offset the agency’s  
annual appropriation;

• Securities registration, tender offer, and merger 
fees (also called filing fees), of which $50 million 
is deposited into the Reserve Fund each year. 
The Reserve Fund may provide resources up to 
$100 million to pay for SEC expenses, and are 
not subject to annual appropriation or appor-
tionment;

• Disgorgement and penalties ordered and 
collected from violators of the securities laws, 
some of which are then returned to harmed 
investors and the balances are transferred to  
the Treasury;

• The SEC Investor Protection Fund, which is 
funded through disgorgement and penalties not 

distributed to harmed investors, and which is 
used to make payments to whistleblowers who 
give tips to aid the SEC’s enforcement efforts 
in certain circumstances, as well as to cover the 
expenses of the SEC Office of Inspector Gener-
al’s (OIG) Employee Suggestion Program.

Sequestration Order for FY 2016
On March 1, 2013, the President issued the 
Sequestration Order for FY 2013 which reduced 
FY 2013 budget authority. As determined by the 
Office of Management and Budget (OMB), for 
FY 2016, the sequestration order was applicable 
to mandatory appropriations, which included the 
Reserve Fund and the Investor Protection Fund,  
of the SEC as follows:

RESERvE FUND 

The budget authority of $75 million was reduced 
by 6.8 percent, or $5.1 million.

Rescission for FY 2016
On December 18, 2015, Congress passed the 
Consolidated Appropriations Act, 2016. Within 
the appropriation language, a $25 million rescis-
sion was applied to the unobligated balance of the 
Reserve Fund. 
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Overview of Financial Position
Assets. At September 30, 2016, the SEC’s total 
assets were $11.6 billion, an increase of $196 
million, or two percent, over FY 2015.

Fund Balance with Treasury increased slightly  
at $11 million between October 1, 2015 and 
September 30, 2016. The maturity of investments 
in the Investor Protection Fund contributed to  
the increase.

Accounts Receivable, Net increased by  
$168 million as a result of increased custodial 
Disgorgement and Penalty receivables. 

Property and Equipment, Net increased by  
$22 million due to software modernization efforts 
including the Electronic Data Gathering, Analysis, 
and Retrieval (EDGAR); the National Examina-
tion Program; and the Tips, Complaints, and 
Referral intake redesign.

Chart 1.3 | FY 2016 Assets by Type

Table 1.2 | Assets as of September 30, 2016 and 2015

(DOLLARS IN MILLIONS) 2016 2015

Fund Balance with Treasury $ 7,630 $ 7,619

Investments – Disgorgement   
 and Penalty Fund 2,506 2,469

Investments – Investor  
 Protection Fund

350 398

Accounts Receivable, Net 1,028 860

Property and Equipment, Net 126 104

Other Assets 12 6

Total Assets $ 11,652 $ 11,456
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Liabilities. The SEC’s total liabilities were $4 billion 
as of September 30, 2016, an increase of $242 
million or six percent from FY 2015. 

For the assets received resulting from enforcement 
judgments, the SEC recognizes a corresponding 
liability, which is either custodial if the collections 
are transferred to the U.S. Treasury General Fund 
or the Investor Protection Fund, or governmental 
if the collections are held pending distribution to 
harmed investors. 

The increase of $61 million in Liability for 
Disgorgement and Penalties is due to an increase in 
penalties recorded between October 1, 2015 and 
September 30, 2016. 

This increase in Liability for Disgorgement and 
Penalties was partly offset by a reduction in 
distributions to harmed investors totaling $34 
million and a decrease of accounts receivables 
deemed collectible, leading to a reduction to its 
corresponding liability.

The increase in Accounts Payable is partly due to 
a $23 million accrual recorded for a whistleblower 
award. There was no material whistleblower 
award payable recorded at the end of FY 2015. 

Liabilities related to business support services  
and information technology (IT) contracts  
also increased the Accounts Payable balance in  
FY 2016.

Ending Net Position. The SEC’s net position, 
comprised of both unexpended appropriations  
and the cumulative results of operations,  
decreased by $46 million between September 30, 
2016 and 2015.

Chart 1.4 | FY 2016 Liabilities by Type

Table 1.3 | Liabilities as of September 30, 2016

(DOLLARS IN MILLIONS)  2016 2015

Liability for Disgorgement  
 and Penalties

 $ 3,090  $ 3,029 

Custodial Liability  666  500 

Accrued Payroll, Bene!ts,  
 and Leave

 115  131 

Accounts Payable  81  48 

Registrant Deposits  37  35 

Other Liabilities  26  30 

Total Liabilities  $ 4,015  $ 3,773 
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Results of Operations
Earned Revenues. Total earned revenues for the 
year ended September 30, 2016 decreased by  
$95 million, or five percent from FY 2015. 

The decrease is primarily due to a filing fee rate 
decrease from $116.20 per million dollars to 
$100.70 per million dollars.

The Section 31 fee rate was reduced from $22.10 
per million to $18.40 per million dollars trans-
acted in February 2015. In February 2016, the 
Section 31 fee rate increased to $21.80 per million.

Beginning in FY 2012, the majority of the SEC’s 
filing fees is no longer used to partially fund the 
SEC’s operations and are now deposited to the 
U.S. Treasury General Fund upon collection.

Reserve Fund. Section 991(e) of the Dodd-Frank 
Wall Street Reform and Consumer Protection Act 
of 2010 (Dodd-Frank Act) authorized the creation 
of a Securities and Exchange Commission Reserve 
Fund (Reserve Fund). Funded from filing fee 
collections, the SEC can deposit up to $50 million 
per fiscal year, and the fund cannot hold more than 
$100 million in total. Excess filing fees are depos-
ited to the U.S. Treasury General Fund.

For the year ended September 30, 2016, filing fee 
revenues totaled $489 million. Fifty million dollars 
was deposited into the Reserve Fund, of which  
$5 million was sequestered. The remainder of 
$439 million was earned on behalf of the U.S. 
Treasury General Fund.

Table 1.4 | Earned Revenues 
For the years ended September 30, 2016 and 2015

(DOLLARS IN MILLIONS) 2016 2015

Section 31 Securities  
 Transaction Fees

$ 1,486 $ 1,489

Securities Registration, Tender 
Offer, and Merger Fees 
(Filing Fees)

489 581

Total Earned Revenues $ 1,975 $ 2,070

Chart 1.5 | Reserve Fund Earned Revenue 
(DOLLARS IN MILLIONS)
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Filing fees deposited to the Reserve Fund can be 
used to fund the SEC’s operations, create budget-
ary authority, and are reported as a component of 
Appropriations (Discretionary and Mandatory) on 
the SEC’s Statement of Budgetary Resources. Filing 
fees deposited to the U.S. Treasury General Fund 
cannot be used to fund the SEC’s operations. These 
amounts do not create budgetary authority, and 
are reported as a component of Other Financing 
Sources: Other on the SEC’s Statement of Changes 
in Net Position. 

Reserve Fund resources totaling $53 million were 
obligated, for the year ended September 30, 2016, 
for both capitalized and non-capitalized IT related 
hardware, software, and contracting, leaving 
a remaining amount of $2 million of available 
resources.

Program Costs. Total Program Costs were $1.7 
billion for the period ended September 30, 2016, 
an increase of $152 million, or 10 percent, 
compared to FY 2015. Salary and Benefit Expenses 
increased more than $115 million, as the result 
of increased staffing, compensation, and benefits. 
Other Expenses increased more than $37 million, 
which includes $27 million in accrued expenses for 
Whistleblower payments from the SEC’s Investor 
Protection Fund, and $29 million in additional 
expenses for contractual services.

The SEC had increased expenses in the areas 
of personnel compensation and benefits which 
correlates to an increase in the hiring of full-time 
equivalent employees; IT service contracts and 
licensing; capitalized and non-capitalized infor-
mation systems software and hardware; and 
whistleblower award payments.

Chart 1.6 | FY 2016 Filing Fee Revenue 
(DOLLARS IN MILLIONS)

Chart 1.7 | Program Costs 
(DOLLARS IN MILLIONS)
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Budgetary Resources
In FY 2016, the SEC’s total budgetary resources 
equaled $1.9 billion, a 10 percent increase above 
FY 2015 of $1.7 billion. Significant components  
of the SEC’s Total Budgetary Resources are 
described below.

Unobligated Balance Brought Forward—Unfunded 

Lease Obligations. Unfunded lease obligations 
totaled $286 million at the beginning of FY 2016. 
The balance through the year ended September 30, 
2016 is $213 million.

Recoveries of Prior Year Obligations. Between 
September 30, 2016 and 2015, Recoveries of Prior 
Year Obligations increased $23 million.

In FY 2016, the SEC recovered $19 million from  
five contracts over $1 million in value, compared  
to recovering $14 million from five contracts over  
$1 million in FY 2015. 

For obligations ranging between $100 thousand 
and $1 million in value, the SEC recorded deobli-
gations of $27 million in FY 2016, compared to 
$15 million in FY 2015. 

Chart 1.8 | FY 2016 Sources of Funds

Percentages do not include the Unobligated Balance Brought  
Forward, October 1—Interpretation for Lease Obligations

Table 1.5 | Total Budgetary Resources 
For the years ended September 30, 2016 and 2015

(DOLLARS IN MILLIONS) 2016 2015

Unobligated Balance, Brought Forward, October 1:
Salaries and Expenses Fund—Without Unfunded Lease Obligations  $ 51 $ 74

Salaries and Expenses Fund—Effect of Change in Legal Interpretation for Lease Obligations  (286)  (358)

Investor Protection Fund  398  408

Total Unobligated Balance, Brought Forward, October 1  163  124

Recoveries of Prior Year Unpaid Obligations  57 34

Other Changes in Unobligated Balance (+ or -)  2  1

Appropriations (Discretionary and Mandatory)

Salaries and Expenses Fund  129 6

Reserve Fund  50 50
Investor Protection Fund  1 4

Spending Authority from Offsetting Collections  1,477 1,494

Total Budgetary Resources  $ 1,879 $ 1,713
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Spending Authority from Offsetting 
Collections and Appropriations
During the fiscal year, the SEC receives an appro-
priation to fund its operations. This appropriation 
establishes the SEC’s new budget authority in its 
Salaries and Expenses Fund for the fiscal year.  
The SEC’s new budget authority of $1.6 billion 
was for FY 2016.

The SEC’s Section 31 fee collections are used to 
offset the appropriation, and as the collections 
come in, the appropriated authority is returned  
to the U.S. Treasury General Fund.

For the year ended September 30, 2016, appropri-
ations was $129 million. This increase over the  
FY 2015 balance of $8 million is the result of a 
larger variance between appropriations legislated 
and offsetting collections. 

In FY 2015, the SEC received a $1.5 billion 
appropriation, offset by collections of $1.492 
billion. In FY 2016, the SEC’s appropriation was 
$1.6 billion, which was offset by $1.476 billion in 
collections.

Chart 1.9 | Offsetting Collections vs. New Budgetary Authority 
Section 31 Exchange and Filing Fees 
(DOLLARS IN MILLIONS)
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Schedule of Spending
The Schedule of Spending presents more detail 
about the “Obligations Incurred” line in the 
Statement of Budgetary Resources. The SEC’s 
obligations are categorized by major program and 
object class.

To confirm the quality of data reported on 
USASpending.gov for public transparency, the 
SEC reconciled obligations reported on the 
financial statements and spending reported on 
the website. The majority of obligations included 
on the financial statements that are not included 
on USASpending.gov consists of the following: 
personnel compensation and benefits, leases, 
interagency agreements, travel, and training. 
Differences also exist due to the timing of obliga-
tions reported in SEC’s financial reporting system, 
as compared to the timing of data transmissions to 
USASpending.gov from the Federal Procurement 
Data System.

Chart 1.10 presents the SEC Total Obligations 
Incurred by Cost Category for FY 2016. 
 

Chart 1.10 | FY 2016 Total Obligations  
Incurred by Cost Category

Table 1.6 | Schedule of Spending:  
Obligations Incurred by Cost Category  
For the years ended September 30, 2016 and 2015

(DOLLARS IN THOUSANDS) 2016 2015

Personnel Compensation and Bene!ts  $ 1,116 $ 996

Contractual Services and Supplies  461 444

Acquisition of Assets  89  95

Other  58 15

Total Obligations Incurred by  
Cost Category  $ 1,724 $ 1,550
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ary resources in the future fiscal year when it is 
either used or paid out to separating employees. In 
the reconciliation above, it is reported as a compo-
nent of net cost that will not require resources in 
the current period. 

Another example is depreciation expense. In 
budgetary reporting, the entire cost of a depre-
ciable asset is recognized in the period when the 
asset is purchased. However, in financial statement 
reporting, accrual accounting requires the cost of 
such assets to be allocated among the reporting 

periods that represent the estimated useful life of 
the asset. In the reconciliation above, depreciation 
is recognized as a “component not requiring or 
generating resources.” 

An example of a revenue that does not generate 
budgetary resources is Non-Entity Filing Fee 
Revenue, Net. “Non-entity” filing fee revenue is 
not available to the SEC for use in its operations; 
accordingly, this revenue does not generate budget-
ary resources for the SEC.

Note 16. Disgorgement and Penalties

The SEC’s non-entity assets include disgorgement, 
penalties, and interest assessed against securities 
law violators by the Commission or a federal 
court. The SEC also recognizes an equal and 
offsetting liability for these non-entity assets, as 
discussed in Note 1.L, Liabilities. 

When the Commission or court issues an order 
for the SEC to collect disgorgement, penalties, 
and interest from securities law violators, the 
SEC establishes an account receivable due to 
the SEC. Upon collection, the SEC may (a) hold 
receipts in the Disgorgement and Penalty Deposit 
Fund as FBWT or Treasury investments pending 
distribution to harmed investors, (b) deposit 
receipts in the U.S. Treasury General Fund or, (c) 
transfer amounts to the Investor Protection Fund. 
The situations where funds would not be held for 
distribution to harmed investors arise when the 
SEC either determines it is not practical to return 
funds to investors or when court orders expressly 
state that funds are to be remitted to the U.S. 
Treasury. The determination as to whether funds 
not held for distribution to harmed investors will 
be deposited in the U.S. Treasury or transferred 
to the Investor Protection Fund is made in accor-

dance with the provisions of the Dodd-Frank Act, 
and is dependent on the balance in the Investor 
Protection Fund on the day the amounts are 
collected. See Note 1.S, Investor Protection Fund. 

Disbursements related to disgorgements and 
penalties include distributions to harmed investors, 
payments to tax authorities, and fees paid to 
plan administrators and the Bureau of the Fiscal 
Service. The SEC does not record accounts receiv-
able on its financial statements for any amounts 
ordered to another government entity such as 
a court, or a non-governmental entity such as a 
receiver. See Note 1.R, Disgorgement and Penal-
ties, and Note 2, Entity and Non-Entity Assets. 

In FY 2016, total Disgorgement and Penalties 
assets of $3.8 billion include $3.1 billion held  
for distribution to harmed investors and $665 
million to be transferred to the U.S. Treasury 
General Fund. In FY 2015, total Disgorgement 
and Penalties assets of $3.5 billion included  
$3.0 billion held for distribution to harmed  
investors and $500 million to be transferred to  
the U.S. Treasury General Fund.
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disgorgement and penalties consisted of the following:

(DOLLARS IN THOUSANDS) 2016 2015

Fund Balance with Treasury:
Beginning Balance  $ 321,000 $ 933,447
Collections  1,710,192 1,314,854
Purchases and Redemptions of Treasury Securities  (30,204)  (1,107,064)
Disbursements  (37,964)  (56,185)
Transfers and Deposits to the U.S. Treasury General Fund  (1,611,289)  (764,052)

Total Fund Balance with Treasury (Note 2)  351,735 321,000

Cash and Other Monetary Assets:
Beginning Balance  13 710
Net Activity  14  (697)

Total Cash and Other Monetary Assets (Notes 2 and 4)  27 13

Investments, Net:
Beginning Balance  2,468,813 1,360,520
Net Activity  37,504 1,108,293

Total Investments, Net (Notes 2 and 5)  2,506,317 2,468,813

Accounts Receivable, Net:
Beginning Balance  738,705 380,583
Net Activity  157,623 358,122

Total Accounts Receivable, Net (Notes 2 and 6)  896,328 738,705

Total Disgorgement and Penalties  $ 3,754,407 $ 3,528,531

Note 17. Statement of Changes in Net Position

In FY 2016, the negative $450,269 thousand 
in “Other” Financing Sources reported in the 
Statement of Changes in Net Position consists 
of $450,214 thousand in securities registration, 
tender offer, merger, and other fees from regis-
trants (“filing fees”) and $55 thousand in Freedom 
of Information Act (FOIA) fees collected, or to 
be collected, for deposit into the U.S. Treasury 
General Fund.

In FY 2015, the negative $531,222 thousand 
consists $531,192 thousand in filing fees and 
$30 thousand in FOIA revenues collected, or to 
be collected, for deposit into the U.S. Treasury 
General Fund.
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Disgorgement and Penalties Ordered 

In Fiscal Year 2019, the Commission obtained significant monetary remedies in enforcement 
actions. All told, parties in the Commission¶s actions and proceedings were ordered to pay a total 
of $3.248 billion in disgorgement of ill-gotten gains. Penalties imposed totaled $1.101 billion. 
Total monetary relief ordered in Fiscal Year 2019 was $404 million higher than in Fiscal Year 
2018, an approximately 10% increase. 

 
 
 
 

Money ordered is also high when viewed in terms of the median case: the median amount of 
total money ordered in Fiscal Year 2019 was over $550,000.  
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In Fiscal Year 2019, the 5% of cases that involve the largest financial remedies again accounted 
for the majority of all financial remedies the Commission obtained. The remaining 95% of cases, 
which constitute the bulk of the Enforcement Division¶s overall activit\, accounted for roughly 
30% of monetary remedies. As the below chart demonstrates, this proportion has remained fairly 
consistent over time. 
 

 
 

The Commission returned a substantial amount of money to harmed investors. In Fiscal Year 
2019, the Commission returned nearly $1.2 billion to harmed investors. 

 

A significant portion of the total funds distributed in Fiscal Year 2019 ($902 million) came from 
four funds, of which three were Fair Funds ($717 million) and one was a disgorgement fund 
($185 million). The balance of the funds distributed in Fiscal Year 2019 ($295 million) came 
from 71 other distribution funds comprised of 28 Fair Funds ($233 million) and 43 
Disgorgement Funds ($62 million). 
 

Individual Accountability 

Holding individuals accountable is the Commission¶s most effective method of achieving 
deterrence. Experience teaches that individual accountability drives behavior and can also 
broadly impact corporate culture. In Fiscal Year 2019, 69% of the Commission¶s standalone 
actions, excluding actions brought as part of the Share Class Initiative (which applied only to 
entities), involved charges against one or more individuals. This percentage is in line with the 
results of the last several fiscal years. If the Share Class Initiative actions are included, the 
percentage of actions involving charges against one or more individuals was 57%. The 
individuals charged in our actions include those at the top of the corporate hierarchy²such as 
chief executive officers, chief financial officers, and chief operating officers²as well as 
gatekeepers such as accountants, auditors, and attorneys.  
 

  



EXHIBIT � 



10/13/2020 6EC.JRY _ 3URWHFWLQJ EYHU\GD\ IQYHVWRUV DQG 3UHVHUYLQJ MDUNHW IQWHJULW\: 7KH 6EC·V DLYLVLRQ RI EQIRUFHPHQW

KWWSV://ZZZ.VHF.JRY/QHZV/VSHHFK/DYDNLDQ-SURWHFWLQJ-HYHU\GD\-LQYHVWRUV-091720 1/11

SepW. 17, 2020

GRRd afWeUQRRQ aQd WKaQN \RX fRU LQYLWLQg Pe WR VSeaN WRda\. AQd WKaQN \RX Ja\ fRU \RXU NLQd UePaUNV. BefRUe I
begLQ, I aP UeTXLUed WR WeOO \RX WKaW WKe YLeZV I e[SUeVV KeUe WRda\ aUe P\ RZQ aQd dR QRW QeceVVaULO\ UeSUeVeQW
WKe YLeZV Rf WKe CRPPLVVLRQ RU LWV VWaff.[1]

SR KeUe Ze aUe LQ PLd-SeSWePbeU ² MXVW abRXW WZR ZeeNV fURP WKe eQd Rf RXU ÀVcaO \eaU. TKLV LV aOZa\V a bXV\
WLPe fRU XV aQd LW LV aOVR a WLPe ZKeQ Ze VWaUW WR UeÁecW RQ RXU effRUWV RYeU WKe SULRU \eaU. TRda\ I aP gRLQg WR ORRN
PRUe bURadO\ aW WKe ZRUN Rf WKe DLYLVLRQ Rf EQfRUcePeQW VLQce Ma\ 2017 ZKeQ CKaLUPaQ COa\WRQ MRLQed WKe
ageQc\ aQd aSSRLQWed SWeYe PeLNLQ aQd Pe aV CR-DLUecWRUV Rf EQfRUcePeQW. WKeQ Ze WRRN WKe MRb, CKaLUPaQ
COa\WRQ RXWOLQed KLV SULRULWLeV fRU WKe EQfRUcePeQW SURgUaP ² bURadO\ VSeaNLQg, WR aggUeVVLYeO\ SURWecW WKe
eYeU\da\ UeWaLO LQYeVWRU aQd SUeVeUYe WKe LQWegULW\ Rf RXU PaUNeWV. AQd ZKLOe Ke KaV beeQ RXU VWURQgeVW VXSSRUWeU,
Ke OefW WKe RYeUaOO dLUecWLRQ aQd PaQagePeQW Rf WKe SURgUaP WR XV.

SR ZKaW dLd Ze dR?

SWeYe aQd I aSSURacKed WKe MRb gXLded b\ a VLQgOe, RYeUaUcKLQg SULQcLSOe ² WKaW YLgRURXV eQfRUcePeQW Rf WKe fedeUaO
VecXULWLeV OaZV LV cULWLcaO WR cRPbaW ZURQgdRLQg, cRPSeQVaWe KaUPed LQYeVWRUV, aQd PaLQWaLQ cRQÀdeQce LQ WKe
LQWegULW\ aQd faLUQeVV Rf RXU PaUNeWV. TKe RYeUaOO dLUecWLRQ Rf WKe eQfRUcePeQW SURgUaP aQd WKe eYeU\da\ decLVLRQV
RQ LQdLYLdXaO caVeV UeÁecW adKeUeQce WR WKaW SULQcLSOe WKURXgKRXW RXU WeQXUe.

We Kad WZR PaLQ gRaOV, ZKLcK aUe WZR Rf WKe WKUee aUeaV I ZLOO cRYeU WRda\. FLUVW, LQYeVWLgaWLQg aQd UecRPPeQdLQg
WR WKe CRPPLVVLRQ LPSacWfXO caVeV, LQ aUeaV Rf LPSRUWaQce WR WKe SURWecWLRQ Rf LQYeVWRUV, WKaW WRRN LQWR accRXQW aQd
addUeVVed QeZ deYeORSPeQWV LQ WKe VecXULWLeV LQdXVWU\ aQd PaUNeWV. SecRQd, LdeQWLf\LQg aQd PaNLQg VWUaWegLc
cKaQgeV LQ KRZ Ze RSeUaWe VR WKaW Ze cRXOd acKLeYe WKRVe UeVXOWV PRUe efÀcLeQWO\ aQd effecWLYeO\. AQd, ÀQaOO\,
aOWKRXgK Ze dLdQ·W UeaOL]e LW aW WKe WLPe, LW WXUQed RXW Ze ZRXOd KaYe WR WU\ WR acKLeYe WKRVe gRaOV LQ WKe face Rf
VXbVWaQWLaO, XQe[SecWed cKaOOeQgeV. AQd WKRVe cKaOOeQgeV aUe WKe WKLUd aUea I ZLOO dLVcXVV ZLWK \RX WRda\.

SWephanie AYakian
DiUecWRU, DiYiViRQ Rf EQfRUcePeQW
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NRWZLWKVWDQGLQJ WKRVH FKDOOHQJHV, WKURXJK WKH PXWXDO VXSSRUW DQG GHGLFDWLRQ RI WKH PRUH WKDQ 1400 SURIHVVLRQDOV
LQ WKH DLYLVLRQ DQG WKH FRPSOHPHQWDU\ HIIRUWV RI RXU FROOHDJXHV DFURVV WKH CRPPLVVLRQ, ZH VXFFHHGHG LQ
DFKLHYLQJ RXU JRDOV.

FURP D PDFUR SHUVSHFWLYH, VR IDU GXULQJ CKDLUPDQ COD\WRQ·V WHQXUH, WKH CRPPLVVLRQ KDV EURXJKW RYHU 2,550
HQIRUFHPHQW DFWLRQV, REWDLQHG $14 ELOOLRQ LQ ÀQDQFLDO UHPHGLHV, GLVWULEXWHG PRUH WKDQ $3.3 ELOOLRQ WR KDUPHG
LQYHVWRUV, DQG SDLG DZDUGV RI PRUH WKDQ $350 PLOOLRQ WR ZKLVWOHEORZHUV.

:H FRQWLQXHG WR EULQJ WKH W\SHV RI FDVHV WKDW WKH CRPPLVVLRQ KDV KLVWRULFDOO\ EURXJKW DJDLQVW ODUJH SXEOLF
FRPSDQLHV DQG ÀQDQFLDO LQVWLWXWLRQV. 7KLV LQFOXGHV FDVHV DJDLQVW FDFHERRN, 7HVOD, 7KHUDQRV, 9DOHDQW, 9RONVZDJHQ,
FLDW CKU\VOHU, DQG M\ODQ, WR QDPH D IHZ, DV ZHOO DV FDVHV DJDLQVW PDQ\ RI WKH ZRUOG·V ODUJHVW ÀQDQFLDO LQVWLWXWLRQV ²
LQFOXGLQJ :HOOV FDUJR, CLWLJURXS, J3MRUJDQ CKDVH, BDUFOD\V, DQG MHUULOO L\QFK.

7KH CRPPLVVLRQ KDV VLPLODUO\ FRQWLQXHG WR REWDLQ VXEVWDQWLDO ÀQDQFLDO UHPHGLHV LQ LWV HQIRUFHPHQW DFWLRQV. IQ
ÀVFDO \HDU 2019, WKH CRPPLVVLRQ REWDLQHG ÀQDQFLDO UHPHGLHV RI $4.3 ELOOLRQ GROODUV. 7KDW LV WKH KLJKHVW WKH
CRPPLVVLRQ KDV HYHU REWDLQHG LQ D VLQJOH \HDU ² DW OHDVW VLQFH 2002, ZKLFK LV DV IDU EDFN DV ZH UHOLDEO\ WUDFN WKLV
PHWULF. :KDW·V PRUH, I FDQ WHOO \RX QRZ WKDW ZH DUH JRLQJ WR VXUSDVV WKDW DPRXQW WKLV ÀVFDO \HDU.

7KHVH QXPEHUV SURYLGH VRPH PHDVXUHPHQW, EXW WKH\ GR QRW DGHTXDWHO\ FRQYH\ WKH TXDOLW\, QDWXUH, DQG
HIIHFWLYHQHVV RI RXU HIIRUWV. FRU WKDW, ZH KDYH WR DVN TXHVWLRQV OLNH: DLG ZH IRFXV RQ WKH PRVW VHULRXV YLRODWLRQV?
DLG ZH REWDLQ PHDQLQJIXO SXQLVKPHQWV WKDW GHWHU XQODZIXO FRQGXFW? DLG ZH LQFDSDFLWDWH ZURQJGRHUV? DLG ZH
UHFRXS LOO-JRWWHQ JDLQV DQG UHWXUQ PRQH\ WR LQYHVWRUV? I DP QRW JRLQJ WR GUDJ \RX WKURXJK DOO RI WKH FDVHV ZH·YH
EURXJKW ² ZH SURYLGH WKLV LQIRUPDWLRQ LQ WKH DQQXDO UHSRUW ZH KDYH SXEOLVKHG HDFK \HDU. BXW I DP JRLQJ WR GLVFXVV
D IHZ HIIRUWV I WKLQN DQVZHU WKRVH TXHVWLRQV DQG PHULW KLJKOLJKWLQJ.

LHW PH VWDUW ZLWK ÀQDQFLDO IUDXG. :H SXW D VKDUS IRFXV RQ ÀQDQFLDO IUDXG DQG LVVXHU GLVFORVXUH. IQWHJULW\ DQG
DFFXUDF\ LQ ÀQDQFLDO VWDWHPHQWV DQG LVVXHU GLVFORVXUHV DUH FULWLFDO WR WKH IXQFWLRQLQJ RI RXU FDSLWDO PDUNHWV. OYHU
WKH SDVW WKUHH \HDUV, WKH CRPPLVVLRQ KDV EURXJKW KXQGUHGV RI HQIRUFHPHQW DFWLRQV LQYROYLQJ YLUWXDOO\ DOO DVSHFWV RI
WKH ÀQDQFLDO UHSRUWLQJ SURFHVV. 7KHVH LQFOXGHG DFWLRQV FKDUJLQJ HQWLWLHV DQG LQGLYLGXDOV ZLWK DOOHJHG:

IUDXGXOHQW DFFRXQWLQJ SUDFWLFHV LQWHQGHG WR PLVUHSUHVHQW D FRPSDQ\·V XQGHUO\LQJ ÀQDQFLDO FRQGLWLRQ, DV LQ
WKH CRPPLVVLRQ·V DFWLRQV DJDLQVW 7KHUDQRV,>2@ HHUW],>3@ DQG 3HQQ :HVW>4@ DQG WKHLU IRUPHU H[HFXWLYHV;

LQWHQWLRQDOO\ GLVWRUWHG QRQ-GAA3 PHWULFV DQG NH\ SHUIRUPDQFH LQGLFDWRUV, DV LQ WKH CRPPLVVLRQ·V DFWLRQV
DJDLQVW :HOOV FDUJR,>5@ FLDW CKU\VOHU,>6@ 9DOHDQW,>7@ DQG :DOJUHHQV;>8@

PLVUHSUHVHQWDWLRQV RU RPLVVLRQV LQ FRQQHFWLRQ ZLWK ULVN IDFWRUV, DV LQ WKH CRPPLVVLRQ·V DFWLRQV DJDLQVW
FDFHERRN>9@ DQG M\ODQ;>10@

PDWHULDOO\ PLVOHDGLQJ DQG LQFRPSOHWH GLVFORVXUHV, DV LQ WKH CRPPLVVLRQ·V DFWLRQV DJDLQVW NLVVDQ>11@ DQG
9RONVZDJHQ>12@ DQG WKHLU IRUPHU H[HFXWLYHV; DQG

IDLOXUHV E\ DXGLWRUV WR XSKROG WKHLU GXWLHV DV JDWHNHHSHUV, DV LQ WKH DFWLRQ DJDLQVW K3MG IRU LPSURSHUO\
REWDLQLQJ LQIRUPDWLRQ DERXW 3CAOB LQVSHFWLRQV,>13@ DV ZHOO DV LQ GR]HQV RI DFWLRQV EURXJKW DJDLQVW
LQGLYLGXDOV DQG ÀUPV.

:H DUH QRW WKH ÀUVW WR IRFXV RQ ÀQDQFLDO IUDXG PDWWHUV, EXW I EHOLHYH RXU HIIRUWV LQ WKLV VSDFH ² LQFOXGLQJ VRPH RI WKH
LPSRUWDQW FKDQJHV LQ VWUDWHJ\ DQG DSSURDFK WKDW I·OO GLVFXVV ODWHU ² KDYH PDGH IRXQGDWLRQDO FKDQJHV WKDW ZLOO UHDS
EHQHÀWV LQ WKH IXWXUH.

A VHFRQG DUHD WKDW PHULWV GLVFXVVLRQ LV RXU FRQWLQXHG IRFXV RQ PLVFRQGXFW E\ UHJLVWUDQWV WKDW QHJDWLYHO\ LPSDFWV
WKH LQWHJULW\ RI RXU PDUNHWV. 7KHVH DUH RIWHQ FRPSOH[ LQYHVWLJDWLRQV WKDW UHTXLUH VXEVWDQWLDO H[SHUWLVH. 6RPH
H[DPSOHV LQFOXGH:

CKDUJHV WKH CRPPLVVLRQ EURXJKW DJDLQVW D QXPEHU RI WKH ZRUOG·V ODUJHVW ÀQDQFLDO LQVWLWXWLRQV, LQFOXGLQJ J3
MRUJDQ CKDVH, CLWLEDQN, DQG MHUULOO L\QFK, IRU HQJDJLQJ LQ LPSURSHU FRQGXFW LQ FRQQHFWLRQ ZLWK WKH
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´SUHUHOHDVHµ RI APHULFDQ DHSRVLWRU\ RHFHLSWV. IQ WRWDO, WKH CRPPLVVLRQ EURXJKW DFWLRQV DJDLQVW 15 ÀQDQFLDO
LQVWLWXWLRQV DQG RUGHUHG PRUH WKDQ $432 PLOOLRQ LQ GLVJRUJHPHQW DQG SHQDOWLHV LQ FRQQHFWLRQ ZLWK WKLV
FRQGXFW.>14@

CKDUJHV DJDLQVW EURNHU-GHDOHUV DQG LQYHVWPHQW DGYLVHUV LQYROYLQJ WKH VDOH RI XQVXLWDEOH SURGXFWV, LQFOXGLQJ
DQ DFWLRQ DJDLQVW :HOOV FDUJR IRU IDLOLQJ UHDVRQDEO\ WR VXSHUYLVH LQYHVWPHQW DGYLVHUV DQG UHJLVWHUHG
UHSUHVHQWDWLYHV ZKR UHFRPPHQGHG VLQJOH-LQYHUVH E7F LQYHVWPHQWV WR UHWDLO LQYHVWRUV.>15@

CRPSOH[ PDUNHW VWUXFWXUH FDVHV, LQFOXGLQJ DJDLQVW MHUULOO L\QFK IRU PLVOHDGLQJ FXVWRPHUV DERXW KRZ LW
KDQGOHG WKHLU RUGHUV.>16@

AQG, FDVHV DJDLQVW H[FKDQJHV DQG VLPLODU PDUNHW SDUWLFLSDQWV, LQFOXGLQJ D FDVH DJDLQVW WKH NHZ <RUN 6WRFN
E[FKDQJH DQG DIÀOLDWHV IRU UHJXODWRU\ IDLOXUHV LQ FRQQHFWLRQ ZLWK VHYHUDO GLVUXSWLYH PDUNHW HYHQWV,>17@ DQG D
FDVH DJDLQVW WKH OSWLRQV COHDULQJ CRUS. IRU SROLF\ DQG SURFHGXUH IDLOXUHV UHODWHG WR ÀQDQFLDO ULVN
PDQDJHPHQW, RSHUDWLRQDO UHTXLUHPHQWV, DQG LQIRUPDWLRQ-V\VWHPV VHFXULW\.>18@

A WKLUG FRUH DUHD KDV EHHQ LQVLGHU WUDGLQJ. OYHU WKH ODVW VHYHUDO \HDUV ZH KDYH JRWWHQ HYHQ VPDUWHU DQG PRUH
VRSKLVWLFDWHG LQ KRZ ZH DQDO\]H GDWD WR LGHQWLI\ DQG SXUVXH LQVLGHU WUDGLQJ VFKHPHV. E[DPSOHV UDQJH IURP
DOOHJDWLRQV LQYROYLQJ D ODUJH LQWHUQDWLRQDO LQVLGHU WUDGLQJ VFKHPH LQYROYLQJ LQYHVWPHQW EDQNHUV DQG WUDGHUV,>19@ WR
WKHQ-CRQJUHVVPDQ CKULVWRSKHU CROOLQV WLSSLQJ KLV VRQ DIWHU UHFHLYLQJ FRQÀGHQWLDO LQIRUPDWLRQ DERXW QHJDWLYH
FOLQLFDO GUXJ WULDO UHVXOWV,>20@ WR D VFKHPH E\ D KDFNHU DQG PXOWLSOH WUDGHUV WR KDFN LQWR WKH 6EC·V EDGAR V\VWHP.
>21@

FRXUWK, LV WKH FRUHLJQ CRUUXSW PUDFWLFHV AFW, ZKHUH ZH KDYH FRQWLQXHG WR EH YHU\ DFWLYH. A IHZ FDVHV WR QRWH
LQFOXGH DFWLRQV DJDLQVW NRYDUWLV, DIWHU VXEVLGLDULHV HQJDJHG LQ VFKHPHV WR PDNH LPSURSHU SD\PHQWV RU SURYLGH
EHQHÀWV WR KHDOWKFDUH SURYLGHUV LQ 6RXWK KRUHD, 9LHWQDP, DQG GUHHFH LQ H[FKDQJH IRU SUHVFULELQJ RU XVLQJ FHUWDLQ
SURGXFWV;>22@ EULFVVRQ IRU HQJDJLQJ LQ D ODUJH-VFDOH EULEHU\ VFKHPH LQYROYLQJ WKH XVH RI VKDP FRQVXOWDQWV WR
VHFUHWO\ IXQQHO PRQH\ WR JRYHUQPHQW RIÀFLDOV LQ PXOWLSOH FRXQWULHV;>23@ DQG 7HOLD ² ZKLFK LV D JRRG H[DPSOH RI
LQWHUQDWLRQDO FRRSHUDWLRQ ² IRU RIIHULQJ DQG SD\LQJ DW OHDVW $330 PLOOLRQ LQ EULEHV WR ZLQ EXVLQHVV LQ 8]EHNLVWDQ.>24@

AQRWKHU WUDGLWLRQDO HQIRUFHPHQW IRFXV LV PRQ]L VFKHPHV DQG RIIHULQJ IUDXGV. OQH RI WKH JUHDWHVW WKUHDWV WR UHWDLO
LQYHVWRUV FRQWLQXHV WR EH WKRVH ZKR RXWULJKW SUH\ RQ SHRSOH, LQFOXGLQJ VRPHWLPHV WKHLU RZQ IULHQGV, IDPLO\
PHPEHUV, DQG WKRVH LQ WKHLU FRPPXQLWLHV. EYHQ QRZ, KDYLQJ EHHQ EDFN LQ WKH DLYLVLRQ IRU PRUH WKDQ VL[ \HDUV, I
FRQWLQXH WR EH VKRFNHG E\ KRZ PDQ\ DQG KRZ ZLGHVSUHDG WKHVH VFKHPHV DUH. :H DJJUHVVLYHO\ SXUVXH WKHVH
VFKHPHV E\ ÀOLQJ HPHUJHQF\ DFWLRQV WR VWRS FRQGXFW, IUHH]H DVVHWV, DQG DSSRLQW UHFHLYHUV WR PDQDJH WKH DVVHWV,
DV ZHOO DV E\ OLWLJDWLQJ LQ EDQNUXSWF\ FRXUW DQG ZLWK UHFHLYHUV WR PD[LPL]H WKH UHWXUQ WR YLFWLPV.

7KHUH DUH XQIRUWXQDWHO\ ZD\ WRR PDQ\ RI WKHVH FDVHV WR QDPH, EXW WKH ODUJHVW LQ UHFHQW \HDUV ZDV DQ HPHUJHQF\
DFWLRQ DJDLQVW RREHUW 6KDSLUR DQG WKH :RRGEULGJH GURXS RI CRPSDQLHV WR KDOW PLVFRQGXFW DQG IUHH]H DVVHWV LQ DQ
DOOHJHG RQJRLQJ PRQ]L VFKHPH WKDW UDLVHG PRUH WKDQ $1.2 ELOOLRQ IURP PRUH WKDQ 8,400 UHWDLO LQYHVWRUV.>25@ DXH LQ
SDUW WR WKH CRPPLVVLRQ·V LQWHUYHQWLRQ DQG VXFFHVVIXO OLWLJDWLRQ LQ BDQNUXSWF\ CRXUW, ZH H[SHFW WKDW LQYHVWRUV ZLOO
XOWLPDWHO\ UHFRYHU 50% RU PRUH RI WKHLU LQYHVWPHQWV.>26@ 7KDW LV D YHU\ PHDQLQJIXO UHFRYHU\ LQ D FDVH OLNH WKLV.

LHW PH SLYRW QRZ IRU D PRPHQW WR D QHZ DUHD RI IRFXV ² LQLWLDO FRLQ RIIHULQJV. AW WKH VWDUW RI RXU WHQXUH, ZH IRXQG
RXUVHOYHV FRQIURQWHG ZLWK WKH VXGGHQ SUROLIHUDWLRQ RI WKHVH RIIHULQJV.>27@ I GR QRW ZDQW WR UHSHDW ZKDW CKDLUPDQ
COD\WRQ DOUHDG\ VDLG RQ WKLV LVVXH H[FHSW WR H[SUHVV P\ DJUHHPHQW ZLWK KLV FKDUDFWHUL]DWLRQ RI WKH DLYLVLRQ DV
QLPEOH LQ LWV UHVSRQVH WR WKH ICO H[SORVLRQ. OQH RI WKH PRUH QRWDEOH FDVHV WKH CRPPLVVLRQ ÀOHG ZDV DQ
HPHUJHQF\ DFWLRQ DJDLQVW 7HOHJUDP DOOHJLQJ WKDW LWV XQUHJLVWHUHG RIIHULQJ RI GLJLWDO WRNHQV YLRODWHG WKH IHGHUDO
VHFXULWLHV ODZV. AIWHU WKH FRXUW JUDQWHG WKH CRPPLVVLRQ·V PRWLRQ IRU D SUHOLPLQDU\ LQMXQFWLRQ KDOWLQJ WKH RIIHULQJ,>28@
WKH CRPPLVVLRQ UHDFKHG D VHWWOHPHQW ZKHUHE\ 7HOHJUDP DJUHHG WR UHWXUQ PRUH WKDQ $1.2 ELOOLRQ WR LQYHVWRUV.>29@

FLQDOO\, D FULWLFDO SDUW RI RXU SURJUDP FRQWLQXHV WR EH VHHNLQJ WR GHWHU ZURQJGRLQJ E\ KROGLQJ LQGLYLGXDOV
DFFRXQWDEOH ² ZKLFK ZH GR LQ URXJKO\ 70% RI FDVHV RYHU WLPH. :H KDYH SXUVXHG FKDUJHV DJDLQVW LQGLYLGXDOV IRU
PLVFRQGXFW DFURVV WKH VSHFWUXP RI WKH VHFXULWLHV PDUNHWV, LQFOXGLQJ UHJLVWHUHG LQGLYLGXDOV, H[HFXWLYHV DW DOO OHYHOV
RI WKH FRUSRUDWH KLHUDUFK\, LQFOXGLQJ CEOV, CFOV DQG RWKHU KLJK-UDQNLQJ H[HFXWLYHV, DV ZHOO DV JDWHNHHSHUV VXFK
DV DFFRXQWDQWV, DXGLWRUV, DQG DWWRUQH\V. IQ PDQ\ RI WKH FDVHV I PHQWLRQHG HDUOLHU, WKH CRPPLVVLRQ DFWHG DJDLQVW
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C-VXLWH H[HcXWLYHV aQd JaWHNHHSHUV, LQcOXdLQJ LQ WKH THVOa, TKHUaQRV, VaOHaQW, WaOJUHHQV, aQd VRONVZaJHQ
acWLRQV, aV ZHOO aV LQ PaQ\ RWKHU caVHV.

NH[W, I ZRXOd OLNH WR dLVcXVV Za\V LQ ZKLcK ZH LdHQWLÀHd aQd PadH cKaQJHV ZLWKLQ WKH DLYLVLRQ. APRQJ RWKHU
WKLQJV, ZH cUHaWHd LQLWLaWLYHV WR SURWHcW UHWaLO LQYHVWRUV, PadH cKaQJHV WR LQcUHaVH HIÀcLHQc\, WRRN VWHSV WR
Pa[LPL]H RXU XVH RI UHVRXUcHV, PHVVaJHd WKH bHQHÀWV RI cRRSHUaWLRQ, aQd LQ VRPH caVHV dHVLJQHd WaLORUHd
UHPHdLHV.

OXU IRcXV RQ ÀQaQcLaO IUaXd aQd LVVXHU dLVcORVXUH caVHV UHVXOWHd LQ VRPH VLJQLÀcaQW cKaQJHV LQ KRZ ZH aSSURacK
LdHQWLI\LQJ aQd LQYHVWLJaWLQJ SRWHQWLaO PLVcRQdXcW. OXU SURacWLYH HIIRUWV WR LdHQWLI\ caVHV KaV HPSOR\Hd a YaULHW\ RI
UHVHaUcK, aSSURacKHV, LQWHUQaO aQd H[WHUQaO WRROV, aQd RWKHU LQIRUPaWLRQ VHWV. WH URXWLQHO\ ORRN aW aOO SXbOLc
LQIRUPaWLRQ abRXW aQ LVVXHU ² VWaWHPHQWV PadH b\ a cRPSaQ\ RU LWV RIÀcHUV, LQ ÀOLQJV, dXULQJ LQYHVWRU
SUHVHQWaWLRQV, LQ WZHHWV RU bORJSRVWV; UHOaWHd cRPPHQWaU\ b\ RWKHUV LQcOXdLQJ aQaO\VWV, VKRUWV, cRPSHWLWRUV,
VKaUHKROdHUV ² WR dHYHORS a dHHS XQdHUVWaQdLQJ RI WKH cRPSaQ\·V UHSRUWLQJ HQYLURQPHQW aQd LQdXVWU\. TKLV LV QRW a
ORZ cRVW LQYHVWPHQW, bXW LW KaV SURYLdHd VXbVWaQWLaO YaOXH LQ LdHQWLI\LQJ SRWHQWLaO ÀQaQcLaO IUaXd.

FXUWKHU, LQ aSSURSULaWH caVHV, ZH aUH HPSOR\LQJ VWUaWHJLHV WR VWUHaPOLQH WKHVH LQYHVWLJaWLRQV LQ aQ HIIRUW WR
VXbVWaQWLaOO\ accHOHUaWH WKH SacH RI RXU LQYHVWLJaWLRQV. TKLV KaV cRPH WKURXJK a SXUSRVHIXO HIIRUW b\ RXU
LQYHVWLJaWLYH WHaPV WR HIÀcLHQWO\ WULaJH LVVXHV, LQcUHaVH VWaIÀQJ, PaNH PRUH WaUJHWHd UHTXHVWV aW WKH RXWVHW,
VXbVWaQWLYHO\ HQJaJH HaUO\ ZLWK UHOHYaQW SaUWLHV, aQd OHYHUaJH cRRSHUaWLRQ. WH KaYH aOUHad\ VHHQ VRPH VXccHVV
LQ RXU accHOHUaWLRQ HIIRUWV aQd H[SHcW WR VHH WKRVH VXccHVVHV cRQWLQXH LQ WKH QHaU aQd ORQJ WHUP.

AQRWKHU aUHa RI LQQRYaWLRQ LV RXU LQLWLaWLYHV WR SURWHcW UHWaLO LQYHVWRUV. CRQVLVWHQW ZLWK WKH SULRULWLHV RXWOLQHd b\
CKaLUPaQ COa\WRQ, ZH IRcXVHd cORVHO\ RQ Za\V WR SURWHcW UHWaLO LQYHVWRUV aQd UHWXUQ PRQH\ WR WKRVH KaUPHd b\
ZURQJdRHUV. WH HQcRXUaJHd WKH VWaII WR WKLQN VWUaWHJLcaOO\ aQd cUHaWLYHO\ abRXW aUHaV LQ ZKLcK UHWaLO LQYHVWRUV
cRXOd bH WaNHQ adYaQWaJH RI. FRONV caPH XS ZLWK PaQ\ LdHaV WKaW ZH H[SORUHd ² VRPH RI RXU HIIRUWV addUHVVHd
SURbOHPV ZH NQHZ abRXW aQd RWKHUV ORRNHd IRU SURbOHPV ZH dLdQ·W NQRZ abRXW. I·OO JLYH \RX WZR H[aPSOHV.

FLUVW LV RXU SKaUH COaVV SHOHcWLRQ DLVcORVXUH IQLWLaWLYH. TR WaNH RQ a SURbOHP ZH NQHZ abRXW aQd Kad aOUHad\
bURXJKW VHYHUaO caVHV addUHVVLQJ, ZH cUHaWHd a VHOI-UHSRUWLQJ LQLWLaWLYH IRcXVHd RQ WKH UHcXUULQJ SURbOHP RI
adYLVHUV IaLOLQJ WR dLVcORVH cRQÁLcWV RI LQWHUHVW aVVRcLaWHd ZLWK WKH VHOHcWLRQ RI IHH-Sa\LQJ PXWXaO IXQd VKaUH
cOaVVHV ZKHQ a ORZHU- RU QR-cRVW VKaUH cOaVV RI WKH VaPH PXWXaO IXQd ZaV aYaLOabOH. UQdHU WKH LQLWLaWLYH, ZH
aJUHHd WR UHcRPPHQd VWaQdaUdL]Hd VHWWOHPHQW WHUPV IRU ÀUPV WKaW VHOI-UHSRUWHd WKHVH IaLOXUHV. UOWLPaWHO\, WKLV
LQLWLaWLYH UHVXOWHd LQ WKH SEC RUdHULQJ QHaUO\ 100 LQYHVWPHQW adYLVRU\ ÀUPV WKaW YROXQWaULO\ VHOI-UHSRUWHd WR WKH
DLYLVLRQ WR UHWXUQ QHaUO\ $140 PLOOLRQ WR LQYHVWRUV.[30]

WH aOVR dHYHORSHd a QXPbHU RI WaUJHWHd LQLWLaWLYHV WR addUHVV cRQdXcW aIIHcWLQJ YXOQHUabOH LQYHVWRU JURXSV. AQ
H[aPSOH LV RXU SaUW RI WKH CRPPLVVLRQ·V THacKHUV· IQLWLaWLYH WKaW CKaLUPaQ COa\WRQ UHIHUUHd WR HaUOLHU. HHUH ZH
ORRNHd IRU SRWHQWLaO LVVXHV WKaW ZH dLdQ·W NQRZ abRXW LQ WKH adPLQLVWUaWLRQ RI WHacKHU UHWLUHPHQW SOaQV. AV SaUW RI
WKaW HIIRUW, ZH KaYH bHHQ H[aPLQLQJ KRZ WKLUd-SaUW\ adPLQLVWUaWRUV aQd WKHLU aIÀOLaWHV cKRRVH aQd UHcRPPHQd
LQYHVWPHQW RSWLRQV. FORZLQJ IURP WKaW, WKH CRPPLVVLRQ UHcHQWO\ cKaUJHd VaOLc FLQaQcLaO AdYLVRUV IRU IaLOLQJ WR
dLVcORVH WKaW LWV SaUHQW cRPSaQ\ SaLd a IRU-SURÀW cRPSaQ\ RZQHd b\ WKH FORULda K-12 WHacKHUV· XQLRQV WR SURPRWH
VaOLc·V SURdXcWV aQd VHUYLcHV WR WKRVH WHacKHUV.[31] AV SaUW RI UHVROYLQJ WKLV PaWWHU, VaOLc aJUHHd WR caS adYLVRU\
IHHV IRU cHUWaLQ JURXSV RI WHacKHUV LQ VaOLc SURJUaPV, ZKLcK ZLOO UHVXOW LQ VLJQLÀcaQW RQJRLQJ VaYLQJV IRU WKRXVaQdV
RI WHacKHUV.
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NH[W, ZKDW LQWHUQDO FKDQJHV GLG ZH PDNH WR LQFUHDVH HIÀFLHQF\? TZR DUHDV RI VWUDWHJLF IRFXV ZKHUH ZH KDYH PDGH
VLJQLÀFDQW LPSURYHPHQWV DUH LQ RXU DLVWULEXWLRQV GURXS DQG WKH :KLVWOHEORZHU PURJUDP.

DLVWULEXWLQJ PRQH\ WR KDUPHG LQYHVWRUV LV D FRUH FRPSRQHQW RI DFKLHYLQJ RXU LQYHVWRU SURWHFWLRQ PLVVLRQ. :H KDYH
VSHQW D JUHDW GHDO RI UHVRXUFHV DQG HQHUJ\ RQ VXSSRUWLQJ DQG FRQWLQXLQJ WR EXLOG RXU DLVWULEXWLRQV GURXS, LQFOXGLQJ
E\ FORVHO\ HYDOXDWLQJ KRZ WR FUHDWH DQG LPSOHPHQW HIÀFLHQFLHV LQ WKH SURFHVV. :H DGGHG UHVRXUFHV, LQFOXGLQJ E\
WHPSRUDULO\ GHWDLOLQJ VWDII IURP RWKHU SDUWV RI WKH DLYLVLRQ DQG PRYLQJ WKH JURXS LQWR RXU TULDO UQLW ZKHUH LW KDV
DFFHVV WR WKH UQLW·V UHVRXUFHV. IQYHVWRUV KDYH UHDSHG WKH EHQHÀW. OYHU WKH ODVW WKUHH \HDUV, ZH KDYH SXW $3.3
ELOOLRQ EDFN LQWR WKH KDQGV RI KDUPHG LQYHVWRUV. IQGHHG, ODVW ÀVFDO \HDU DORQH, ZH GLVWULEXWHG QHDUO\ $1.2 ELOOLRQ. :H
WDNH JUHDW SULGH LQ WKH ZRUN RI RXU DLVWULEXWLRQV WHDP.

:H DUH DOVR YHU\ SURXG RI WKH LPSURYHPHQWV ZH KDYH PDGH WR :KLVWOHEORZHU PURJUDP. TKLV SURJUDP LV FULWLFDOO\
LPSRUWDQW WR WKH SEC DQG WR WKH EQIRUFHPHQW DLYLVLRQ. IW LV LPSRUWDQW WR UHZDUG ZKLVWOHEORZHUV DQG WR GR LW WLPHO\.
SLQFH WKH HQDFWPHQW RI WKH SURJUDP LQ 2011, ZKLVWOHEORZHU WLSV KDYH UHVXOWHG LQ QXPHURXV KLJK-TXDOLW\
HQIRUFHPHQW DFWLRQV DQG ZKLVWOHEORZHUV KDYH EHHQ DZDUGHG URXJKO\ $520 PLOOLRQ. GLYHQ WKH VXFFHVV RI WKLV
SURJUDP, ZH KDYH EHHQ ÁRRGHG ZLWK LQFUHDVLQJ QXPEHUV RI TXDOLW\ WLSV DV ZHOO DV ZLWK FODLPV IRU DZDUGV. IQ DQ
HIIRUW WR IXUWKHU LQFUHDVH RXU WLPHOLQHVV, ZH UH-HYDOXDWHG WKH HQWLUH SURFHVV IRU FRQVLGHULQJ DZDUGV DQG WKHQ
LPSOHPHQWHG FKDQJHV WR PDNH WKH SURFHVV VXEVWDQWLDOO\ PRUH HIÀFLHQW, LQFOXGLQJ E\ OHYHUDJLQJ RWKHU UHVRXUFHV RI
WKH DLYLVLRQ. :H KDYH DOUHDG\ VHHQ D VXEVWDQWLDO LQFUHDVH LQ WKH UDWH DW ZKLFK ZKLVWOHEORZHU FODLPV DUH HYDOXDWHG
DQG DZDUGV DUH LVVXHG. SR IDU WKLV ÀVFDO \HDU, WKH CRPPLVVLRQ KDV PDGH 25 DZDUGV WRWDOLQJ DSSUR[LPDWHO\ $133
PLOOLRQ. TKLV UHSUHVHQWV D PRUH WKDQ 100% LQFUHDVH LQ WKH QXPEHU RI DZDUGV LVVXHG LQ D VLQJOH \HDU DV FRPSDUHG
WR WKH QH[W-KLJKHVW \HDU.

AQRWKHU LPSRUWDQW DUHD RI IRFXV KDV EHHQ UHVRXUFH DOORFDWLRQ. :H VWDUW ZLWK WKH WUXLVP WKDW, IRU HYHU\ PDWWHU ZH DUH
ZRUNLQJ RQ, WKHUH LV VRPHWKLQJ ZH DUH QRW ZRUNLQJ RQ. SR ZH KDYH WR VHOHFW FDVHV WKDW DUH OLNHO\ WR KDYH WKH PRVW
PHDQLQJIXO LPSDFW IRU LQYHVWRUV DQG WKH PDUNHWV. :H KDYH WULHG WR EULQJ ULJRU DQG GLVFLSOLQH WR FDVH VHOHFWLRQ,
OHDYLQJ WR WKH CRPPLVVLRQ·V OIÀFH RI CRPSOLDQFH, IQVSHFWLRQV DQG E[DPLQDWLRQV (OCIE) FRQGXFW WKDW ZH IHOW ZDV
PRUH DSSURSULDWHO\ KDQGOHG WKURXJK WKH H[DP SURFHVV. TKLV GRHV QRW PHDQ WKDW PLVFRQGXFW LV JRLQJ XQDGGUHVVHG
² WR WKH FRQWUDU\, OCIE DGGUHVVHV PDQ\ SUREOHPV WKURXJK WKH GHÀFLHQF\ OHWWHU DQG UHODWHG SURFHVV, ZKLFK FDQ EH
D PRUH HIÀFLHQW XVH RI WKH CRPPLVVLRQ·V UHVRXUFHV. TKLV KDV HQDEOHG XV ² WKH CRPPLVVLRQ EURDGO\ ² WR FRYHU
PRUH JURXQG DQG PRUH HIIHFWLYHO\ DGGUHVV LVVXHV RI LQYHVWRU SURWHFWLRQ DQG PDUNHW LQWHJULW\.

SHFRQG, ZH WRRN VWHSV WR XVH RXU UHVRXUFHV PRVW HIÀFLHQWO\ DQG HIIHFWLYHO\. OQH H[DPSOH RI WKLV LV WKH SKDUH CODVV
IQLWLDWLYH I GLVFXVVHG HDUOLHU. SKDUH FODVV FDVHV KDG EHHQ WDNLQJ XV RQ DYHUDJH 22 ô PRQWKV WR EULQJ DQG ZH KDG
GR]HQV RI LQYHVWLJDWLRQV LQ WKH SLSHOLQH. TKH VHOI-UHSRUWLQJ DSSURDFK ZH GHYHORSHG ZDV GHVLJQHG WR À[ WKH SUREOHP
DQG TXLFNO\ JHW PRQH\ EDFN WR LQYHVWRUV. AQRWKHU H[DPSOH ZDV WR LVVXH SXEOLF VWDWHPHQWV WR WKH PDUNHW DERXW
DUHDV RI FRQFHUQ WR WKH EQIRUFHPHQW DLYLVLRQ. BHLQJ WUDQVSDUHQW DERXW RXU FRQFHUQV FDQ HIIHFWLYHO\ LPSDFW
EHKDYLRU. FRU H[DPSOH, LQ 2017, WRJHWKHU ZLWK OCIE, ZH LVVXHG D SXEOLF VWDWHPHQW XUJLQJ FDXWLRQ DERXW WKH
SRWHQWLDOO\ XQODZIXO SURPRWLRQ RI ICOV E\ FHOHEULWLHV DQG RWKHUV. AOPRVW LPPHGLDWHO\ DIWHUZDUG, WKH DQHFGRWDO
HYLGHQFH ZH VDZ VXJJHVWHG D GUDPDWLF GHFOLQH LQ WKH QXPEHU RI FHOHEULW\ HQGRUVHPHQWV RI ICOV. AQG DV UHFHQWO\
DV VL[ PRQWKV DJR, LQ UHVSRQVH WR WKH PDUNHW YRODWLOLW\ LQ WKH ZDNH RI CO9ID-19, ZH LVVXHG D VWDWHPHQW
HPSKDVL]LQJ WKH LPSRUWDQFH RI PDLQWDLQLQJ PDUNHW LQWHJULW\ DQG IROORZLQJ FRUSRUDWH FRQWUROV DQG SURFHGXUHV.>32@

FLQDOO\, D WKLUG WKLQJ ZH GLG WR PD[LPL]H UHVRXUFH DOORFDWLRQ ZDV WR WU\ WR VKRUWHQ WKH DPRXQW RI WLPH LW WDNHV WR
FRPSOHWH LQYHVWLJDWLRQV DQG EULQJ FDVHV. EDUOLHU I PHQWLRQHG VRPH VSHFLÀF VWUDWHJLHV ZH DUH XVLQJ LQ ÀQDQFLDO
IUDXG LQYHVWLJDWLRQV. MRUH EURDGO\, ZH KDYH EHHQ HPSOR\LQJ VWUDWHJLHV WR DVVHVV IDFWV DQG PDNH GHFLVLRQV VRRQHU,
DQG WR WDNH VWHSV WR DFKLHYH UHVROXWLRQV PRUH TXLFNO\.

AQG ZH KDYH DFKLHYHG WDQJLEOH VXFFHVV. TKH CRPPLVVLRQ EURXJKW LWV DFWLRQ DJDLQVW EORQ MXVN MXVW VHYHQ ZHHNV
DIWHU WKH WZHHW WKDW ZDV WKH VXEMHFW RI WKH FDVH.>33@ MRUH UHFHQWO\, WKH CRPPLVVLRQ FKDUJHG WKH FR-FKDLU RI WKH
XQVHFXUHG FUHGLWRUV FRPPLWWHH LQ WKH NHLPDQ MDUFXV EDQNUXSWF\ SURFHHGLQJV, DOOHJLQJ WKDW KH DEXVHG KLV SRVLWLRQ
RQ WKH FRPPLWWHH WR DWWHPSW WR EHQHÀW D PDQDJHPHQW ÀUP WKDW KH IRXQGHG.>34@ TKH CRPPLVVLRQ ÀOHG LWV DFWLRQ
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ZLWKLQ ÀYH ZHHNV RI WKH DOOHJHG PLVFRQGXFW. TKHVH DUH H[WUDRUGLQDU\ H[DPSOHV RI ZKHUH ZH KDYH PRYHG TXLFNO\,
EXW ZH KDYH DOVR PDGH VWULGHV VKRUWHQLQJ RXU RWKHU LQYHVWLJDWLRQV>35@ DQG ZH H[SHFW WR VHH PRUH LPSURYHPHQW LQ
WKLV UHJDUG JRLQJ IRUZDUG.

:H KDYH DOVR IRFXVHG RQ UHZDUGLQJ DQG PHVVDJLQJ WKH EHQHÀWV RI FRRSHUDWLRQ. :H UHFRJQL]H WKH YDOXH LQ
SURYLGLQJ JUHDWHU WUDQVSDUHQF\ LQWR KRZ WKH CRPPLVVLRQ FRQVLGHUV DQG ZHLJKV FRRSHUDWLRQ FUHGLW ² PHDQLQJIXO
FRRSHUDWLRQ FDQ VXEVWDQWLDOO\ DFFHOHUDWH DQ LQYHVWLJDWLRQ, ZKLFK LV LQ HYHU\RQH·V LQWHUHVW. :H KDYH WULHG WR
PHVVDJH PRUH FOHDUO\ WKH EHQHÀWV RI FRRSHUDWLRQ DQG LQ D QXPEHU RI LQVWDQFHV WKH CRPPLVVLRQ KDV SURYLGHG WKDW
LQIRUPDWLRQ LQ LWV RUGHUV. A JRRG LOOXVWUDWLRQ RI WKLV LV D FDVH WKH CRPPLVVLRQ EURXJKW DJDLQVW PPG IQGXVWULHV. IQ D
VHWWOHG ÀQDQFLDO IUDXG DFWLRQ, WKH CRPPLVVLRQ FKRVH QRW WR LPSRVH D FLYLO SHQDOW\ DJDLQVW PPG LQ UHFRJQLWLRQ RI LWV
SURPSW VHOI-UHSRUWLQJ, H[WHQVLYH FRRSHUDWLRQ, DQG LPSOHPHQWDWLRQ RI UHPHGLDO PHDVXUHV LPPHGLDWHO\ XSRQ OHDUQLQJ
RI WKH LPSURSHU FRQGXFW IRU ZKLFK LW ZDV FKDUJHG.>36@ :H UHFRJQL]H WKH YDOXH LQ FRPPXQLFDWLQJ VXFK H[DPSOHV RI
PHDQLQJIXO FRRSHUDWLRQ DQG ZH ZLOO FRQWLQXH WR ORRN IRU RSSRUWXQLWLHV WR LPSURYH RXU PHVVDJLQJ LQ WKLV DUHD.

FLQDOO\, I ZRXOG OLNH WR PHQWLRQ RXU HIIRUW WR WKLQN FUHDWLYHO\ DERXW DSSURSULDWH UHPHGLHV. AQ H[DPSOH RI WKLV LV WKH
VHWWOHPHQW ZLWK THVOD DQG EORQ MXVN. OQH SDUW RI WKH VHWWOHPHQW LPSRVHG D VHW RI FRPSUHKHQVLYH XQGHUWDNLQJV WKDW
UHTXLUHG MU. MXVN WR UHVLJQ DV CKDLUPDQ DQG THVOD WR DGG WZR QHZ LQGHSHQGHQW GLUHFWRUV WR LWV ERDUG DQG DGRSW
PDQGDWRU\ FRQWUROV DQG SURFHGXUHV WR RYHUVHH MU. MXVN·V SXEOLF FRPPXQLFDWLRQV DERXW WKH FRPSDQ\.>37@ TKHVH
XQGHUWDNLQJV DGGUHVVHG WKH VSHFLÀF ULVNV LQ WKH FDVH ² WKH SRWHQWLDO KDUP WR LQYHVWRUV FDXVHG E\ MU. MXVN·V
FRPPXQLFDWLRQ SUDFWLFHV DQG D ODFN RI VXIÀFLHQW RYHUVLJKW DQG FRQWURO RI WKRVH FRPPXQLFDWLRQV.

TKHUH DUH D QXPEHU RI RWKHU FDVHV ZLWK VLPLODUO\ WDLORUHG UHPHGLHV, LQFOXGLQJ WKH CRPPLVVLRQ·V FDVHV DJDLQVW
IRUPHU TKHUDQRV CEO EOL]DEHWK HROPHV,>38@ WKH OSWLRQV COHDULQJ CRUSRUDWLRQ,>39@ DQG KPMG.>40@

SR WKDW JLYHV D VHQVH RI VRPH RI ZKDW SWHYH DQG I VHW RXW WR GR, WKDW LV, LQYHVWLJDWH DQG UHFRPPHQG WR WKH
CRPPLVVLRQ LPSDFWIXO FDVHV DQG VHFRQG, PDNH VWUDWHJLF FKDQJHV WR RXU VWUXFWXUH DQG VRPH RI WKH ZD\V ZH
LQYHVWLJDWH. I DP SURXG RI KRZ PXFK ZH DFFRPSOLVKHG, DQG SDUWLFXODUO\ SURXG RI WKRVH DFFRPSOLVKPHQWV, DV I ZLOO
GLVFXVV LQ D PRPHQW, LQ OLJKW RI WKH H[WUDRUGLQDU\ FKDOOHQJHV ZH IDFHG. TKHVH LQFOXGH WKUHH SXSUHPH CRXUW
GHFLVLRQV, D JRYHUQPHQW VKXWGRZQ, DQG, RI FRXUVH, D JOREDO SDQGHPLF. EDFK RI WKHVH FKDOOHQJHV KDV UHTXLUHG XV
WR DGMXVW WR WKH FLUFXPVWDQFHV ² WR DGDSW TXLFNO\; WR FKDQJH RXU WKLQNLQJ; DQG WR ÀQG D QHZ SDWK IRUZDUG.

IQ Lucia Y. SEC, WKH SXSUHPH CRXUW KHOG WKDW SEC DGPLQLVWUDWLYH ODZ MXGJHV ZHUH ´RIÀFHUVµ SXUVXDQW WR AUWLFOH II RI
WKH CRQVWLWXWLRQ DQG QHHGHG WR EH DSSRLQWHG E\ WKH SUHVLGHQW RU WKH KHDG RI GHSDUWPHQW ² LQ WKLV FDVH WKH
CRPPLVVLRQ.>41@ TKH CRXUW DOVR FODULÀHG WKDW WKH DSSURSULDWH UHPHG\ ZDV D QHZ KHDULQJ EHIRUH D GLIIHUHQW ALJ RU
WKH CRPPLVVLRQ LWVHOI.>42@ AFFRUGLQJO\, WKH CRPPLVVLRQ RUGHUHG WKDW UHVSRQGHQWV LQ FDVHV WKDW ZHUH SHQGLQJ
EHIRUH DQ ALJ RU WKH CRPPLVVLRQ RQ DSSHDO IURP DQ ALJ LQLWLDO GHFLVLRQ EH SURYLGHG ZLWK WKH RSSRUWXQLW\ IRU D QHZ
KHDULQJ EHIRUH DQ ALJ ZKR KDG QRW SDUWLFLSDWHG LQ WKH PDWWHU SUHYLRXVO\. I FDQQRW VWUHVV HQRXJK WKH LPSDFW WKLV KDG
RQ WKH DLYLVLRQ. :H KDG WR PDNH GHFLVLRQV DERXW URXJKO\ 200 FDVHV WKDW ZHUH UHPDQGHG ² 200 UHWXUQHG FDVHV WKDW
RXU LQYHVWLJDWRUV DQG OLWLJDWRUV KDG WR WXUQ EDFN WR ² DQG VRPH RI WKHVH FDVHV ZHUH PRUH WKDQ D GHFDGH ROG. :H
SXOOHG WRJHWKHU D WHDP RI H[SHULHQFHG WULDO ODZ\HUV WR HYDOXDWH, WULDJH, DQG PDNH UHFRPPHQGDWLRQV UHJDUGLQJ HDFK
FDVH. SRPH FDVHV QHHGHG WR EH UH-WULHG E\ HQWLUHO\ QHZ WULDO WHDPV ZKR ZHUH SXOOHG IURP DFWLYH LQYHVWLJDWLRQV DQG
OLWLJDWLRQV. AV \RX PLJKW LPDJLQH, WKLV UHTXLUHG VLJQLÀFDQW HIIRUW DQG UHVRXUFH DOORFDWLRQ.

LHW PH WXUQ QH[W WR Kokesh. IQ Kokesh Y. SEC, WKH SXSUHPH CRXUW KHOG WKDW WKH ÀYH-\HDU VWDWXWH RI OLPLWDWLRQV LQ 28
8SC SHFWLRQ 2462 DSSOLHV WR GLVJRUJHPHQW RUGHUV VRXJKW E\ WKH CRPPLVVLRQ.>43@ B\ RXU HVWLPDWH, WKLV FDXVHG WKH
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CRPPLVVLRQ WR IRUJR DSSUR[LPDWHO\ $1.1 ELOOLRQ GROODUV LQ GLVJRUJHPHQW LQ ÀOHG FDVHV. IW DOVR UHTXLUHG XV WR
UHHYDOXDWH KRZ ZH DGGUHVVHG GLVJRUJHPHQW LQ DFWLYH LQYHVWLJDWLRQV DQG LQ VHWWOHPHQWV DQG OLWLJDWLRQ. AJDLQ ZH SXW
WRJHWKHU D JURXS IURP EQIRUFHPHQW DQG WKH OIÀFH RI WKH GHQHUDO CRXQVHO WR FRQVLGHU RXU RYHUDOO DSSURDFK WR
GLVJRUJHPHQW RXWVLGH WKH FRQWH[W RI D VSHFLÀF FDVH DQG UHHYDOXDWH WKRVH SUDFWLFHV LQ OLJKW RI WKH SXSUHPH CRXUW·V
GLVFXVVLRQ. WH PDGH D QXPEHU RI FKDQJHV DV D UHVXOW RI WKLV HIIRUW DFURVV DOO RI WKH DLYLVLRQ·V FDVHV ² UHJDUGOHVV
RI ZKHWKHU WKH\ LQFUHDVHG RU GHFUHDVHG WKH DPRXQW RI GLVJRUJHPHQW. KRkeVh DOVR VWDWHG LQ D IRRWQRWH WKDW
´[Q@RWKLQJ LQ WKLV RSLQLRQ VKRXOG EH LQWHUSUHWHG DV DQ RSLQLRQ RQ ZKHWKHU FRXUWV SRVVHVV DXWKRULW\ WR RUGHU
GLVJRUJHPHQW LQ SEC HQIRUFHPHQW SURFHHGLQJV RU RQ ZKHWKHU FRXUWV KDYH SURSHUO\ DSSOLHG GLVJRUJHPHQW
SULQFLSOHV LQ WKLV FRQWH[W.µ[44@ IQ WKH DIWHUPDWK, ZH IDFHG D ORW RI FROODWHUDO DWWDFNV RQ WKH CRPPLVVLRQ·V DELOLW\ WR
VHHN GLVJRUJHPHQW IROORZLQJ KRkeVh. UOWLPDWHO\, QRW D VLQJOH FRXUW UXOHG DJDLQVW XV. TKH DSSURDFK WKDW ZH DGRSWHG
IROORZLQJ KRkeVh DQWLFLSDWHG PDQ\ DVSHFWV RI WKH GHFLVLRQ WKH CRXUW LVVXHG WZR \HDUV ODWHU, ZKLFK EULQJV PH WR WKH
QH[W ELJ GHFLVLRQ.

EDUOLHU WKLV \HDU WKH SXSUHPH CRXUW GHFLGHG WKH LiX FDVH. FLUVW, WKLV ZDV D JUHDW GHFLVLRQ IRU XV DQG LW XQGHUVFRUHV
ZKDW ZH·YH DVVHUWHG IURP WKH EHJLQQLQJ ² WKDW GLVJRUJHPHQW LV DYDLODEOH WR WKH CRPPLVVLRQ LQ LWV HQIRUFHPHQW
DFWLRQV. BXW LW DOVR LPSRVHG OLPLWDWLRQV DQG OHIW VRPH RSHQ TXHVWLRQV. WKLOH WKH CRXUW KHOG WKDW GLVJRUJHPHQW
VKRXOG UHÁHFW QHW SURÀWV, LW DOVR KHOG WKDW ´OHJLWLPDWHµ H[SHQVHV VKRXOG JHQHUDOO\ EH EDFNHG RXW.[45@ TKH CRXUW DOVR
HPSKDVL]HG WKH LPSRUWDQFH RI UHWXUQLQJ GLVJRUJHG IXQGV WR KDUPHG LQYHVWRUV.[46@

OQFH DJDLQ, ZH DUH GHGLFDWLQJ UHVRXUFHV WR HYDOXDWLQJ WKH LPSDFW RI WKLV GHFLVLRQ DQG KRZ WKH TXHVWLRQV WKH CRXUW
OHIW RSHQ ZLOO DIIHFW XV JRLQJ IRUZDUG. AV D UHVXOW, \RX VKRXOG H[SHFW WR VHH VRPH FKDQJHV LQ WKH EDODQFH EHWZHHQ
WKH SHQDOWLHV DQG GLVJRUJHPHQW WKDW ZH VHHN DQG UHFRPPHQG WR WKH CRPPLVVLRQ. PHQDOWLHV PD\ EH KLJKHU LQ
VRPH FDVHV ZKHUH WKH VWDWXWRU\ VFKHPH SHUPLWV XV WR GR VR. WH ZLOO PDNH RXU UHFRPPHQGDWLRQV FRQVLVWHQW ZLWK
WKH CRXUW·V GHFLVLRQ. BXW ZH ZLOO DOVR VHHN WKH UHOLHI QHFHVVDU\ WR DFKLHYH RXU PLVVLRQ RI SURWHFWLQJ LQYHVWRUV DQG
PDLQWDLQLQJ PDUNHW LQWHJULW\.

IQ RWKHU FKDOOHQJHV, LQ 2019, DIWHU D PXOWL-\HDU KLULQJ IUHH]H, ZH IDFHG D QHDU FRPSOHWH FHVVDWLRQ RI DFWLYLW\
UHVXOWLQJ IURP WKH 35-GD\ ODSVH LQ DSSURSULDWLRQV. OI FRXUVH WKH HIIHFW RI WKH JRYHUQPHQW VKXWGRZQ ZDV QRW OLPLWHG
WR WKRVH 35 GD\V. TKHUH ZDV D ULSSOH HIIHFW WKDW VWDOOHG LQYHVWLJDWLRQV IRU PXFK ORQJHU WKDQ WKH ÀYH ZHHNV ZH ZHUH
RXW RI WKH RIÀFH. BXW DV VRRQ DV ZH ZHUH DEOH, WKH EQIRUFHPHQW VWDII PDGH XS IRU ORVW WLPH.

B\ WKH HQG RI WKDW ÀVFDO \HDU, WKH CRPPLVVLRQ KDG ÀOHG 862 HQIRUFHPHQW DFWLRQV DQG REWDLQHG $4.3 ELOOLRQ LQ
ÀQDQFLDO UHPHGLHV ² UHFRUG ÀQDQFLDO UHPHGLHV DQG D QHDU-UHFRUG QXPEHU RI HQIRUFHPHQW DFWLRQV. IQ IDFW, WKH
CRPPLVVLRQ ZDV H[DFWO\ 7 FDVHV VK\ RI ÀOLQJ LWV KLJKHVW QXPEHU RI FDVHV LQ D VLQJOH \HDU ² D QXPEHU SUHYLRXVO\
UHDFKHG LQ D \HDU ZLWK D IXOO 365 GD\V DQG ZKHQ WKH DLYLVLRQ KDG URXJKO\ 150 PRUH SHRSOH.

FLQDOO\, WKLV SDVW \HDU, ZH KDYH IDFHG WKH ELJJHVW DQG PRVW XQH[SHFWHG FKDOOHQJH RI DOO. SLQFH PLG-MDUFK, WKH
HQWLUH DLYLVLRQ KDV EHHQ ZRUNLQJ IURP KRPH. LLNH HYHU\RQH HOVH, ZH KDYH IDFHG VHULRXV FRQFHUQV DERXW RXU KHDOWK
DQG VDIHW\ DQG WKDW RI RXU IDPLOLHV, DQG KDYH KDG WR EDODQFH RXU ZRUN DJDLQVW DGGLWLRQDO UHVSRQVLELOLWLHV DW KRPH. I
FRXOG QRW EH PRUH LPSUHVVHG ZLWK KRZ WKH VWDII UHVSRQGHG.

WH UHDFWHG SURPSWO\ WR WKUHDWV SUHVHQWHG E\ CRYLG-19, DV ZHOO DV WKH HQVXLQJ G\QDPLF PDUNHW FRQGLWLRQV. SWDUWLQJ
LQ FHEUXDU\ 2020, WKH CRPPLVVLRQ EHJDQ VXVSHQGLQJ WUDGLQJ LQ WKH VHFXULWLHV RI FRPSDQLHV WKDW FODLPHG WR KDYH
GHYHORSHG WUHDWPHQWV IRU WKH FRURQDYLUXV ZKHUH WKHUH ZHUH TXHVWLRQV UHJDUGLQJ WKH DFFXUDF\ DQG DGHTXDF\ RI
LQIRUPDWLRQ LQ WKH PDUNHWSODFH. SR IDU ZH KDYH VXVSHQGHG WUDGLQJ LQ 36 LVVXHUV, ZLWK 24 RI WKRVH LQ LQ MDUFK DQG
ASULO DORQH, IROORZHG VKRUWO\ WKHUHDIWHU E\ ÀYH CRYLG-19 UHODWHG IUDXG DFWLRQV. IQ UHFHQW PRQWKV, WKH VXVSLFLRXV
FRQGXFW KDV GURSSHG RII GUDPDWLFDOO\, ZKLFK FDQ IDLUO\ EH DWWULEXWHG WR WKH VSHHG ZLWK ZKLFK ZH DFWHG WR DGGUHVV
WKLV FRQGXFW DQG ZKLFK GHWHUUHG RWKHUV IURP UHSHDWLQJ LW DQG KDUPLQJ DGGLWLRQDO LQYHVWRUV. FXUWKHU, ZH KDYH EHHQ
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LQXQGDWHG ZLWK PRUH WKDQ 13,000 WLSV, FRPSODLQWV, DQG UHIHUUDOV VLQFH PLG-MDUFK ² WKLV UHSUHVHQWV D 64% LQFUHDVH
RYHU WKH VDPH SHULRG ODVW \HDU.

MRUH EURDGO\, WKH CRURQDYLUXV 6WHHULQJ CRPPLWWHH WKDW ZH IRUPHG LQ MDUFK FRQWLQXHV WR FRRUGLQDWH VFRUHV RI
LQYHVWLJDWLRQV UHODWLQJ WR D ZLGH YDULHW\ RI SRWHQWLDO PLVFRQGXFW, LQFOXGLQJ PLFURFDS IUDXG, LQVLGHU WUDGLQJ, DQG
ÀQDQFLDO IUDXG DQG LVVXHU GLVFORVXUH PLVFRQGXFW. 6LQFH PLG-MDUFK, WKH DLYLVLRQ KDV RSHQHG QHDUO\ 150 CRYLG-
UHODWHG LQTXLULHV RU LQYHVWLJDWLRQV.

AQG RI FRXUVH ZH KDYH IDFHG VLJQLÀFDQW FKDOOHQJHV WR RXU UHJXODU SRUWIROLR RI RQJRLQJ LQYHVWLJDWLRQV DQG OLWLJDWLRQV.
MDQ\ LQYHVWLJDWLRQV UHTXLUHG PRUH WLPH DQG DWWHQWLRQ IRU YDULRXV UHDVRQV, LQFOXGLQJ GLIÀFXOWLHV VWHPPLQJ IURP
OLPLWDWLRQV RQ LQ-SHUVRQ DFWLYLW\, VXFK DV VORZHG GRFXPHQW SURGXFWLRQV DQG GHOD\V LQ WHVWLPRQ\. EYHQ VR, VLQFH
PLG-MDUFK, WKH CRPPLVVLRQ KDV ÀOHG PRUH WKDQ 325 QHZ HQIRUFHPHQW DFWLRQV.

BXW PRVW LPSUHVVLYH LV KRZ WKH VWDII FRQWLQXHG WR SURWHFW WKH VHFXULWLHV PDUNHWV IURP NLWFKHQV DQG OLYLQJ URRPV
ZKLOH DW WKH VDPH WLPH EHLQJ FDUHJLYHUV DQG WHDFKHUV DQG MXJJOLQJ YLGHR FDOOV ZLWK DOO PDQQHU RI FKDRV LQ WKH
EDFNJURXQG. 7KHVH DUH XQSUHFHGHQWHG FLUFXPVWDQFHV DQG WKH VWDII DFWHG LQ XQSUHFHGHQWHG ZD\V WR UHVSRQG WR DOO
RI WKH FKDOOHQJHV ZH IDFHG. I UHPDLQ KRSHIXO WKDW DOO ZH KDYH GRQH GXULQJ WKHVH PRVW GLIÀFXOW RI WLPHV ZLOO EH
YLHZHG DV D VXFFHVV ² DQ H[DPSOH RI ZKDW FLWL]HQV DQG JRYHUQPHQW VKRXOG GR LQ D FULVLV. I FRXOG QRW EH PRUH
SURXG RI WKH ZRPHQ DQG PHQ RI WKH EQIRUFHPHQW DLYLVLRQ.

6R, EDFN WR ZKHUH I VWDUWHG. AV ZH ZUDS XS WKLV ÀVFDO \HDU, I FDQ VD\ IRU VXUH WKDW WKLV \HDU ZLOO QRW ORRN OLNH ODVW
\HDU. 2U WKH \HDU EHIRUH. IW FDQ·W. :H VSHQW KDOI WKH \HDU HQYHORSHG E\ D SDQGHPLF. BXW ZKDW ZH DFFRPSOLVKHG ZDV
H[WUDRUGLQDU\. AQG, IURP P\ SHUVSHFWLYH, WKH EQIRUFHPHQW DLYLVLRQ·V UHVSRQVH WR WKLV FULVLV LV D VWDUN LOOXVWUDWLRQ RI
ZK\ VWDWLVWLFV FDQ QHYHU SUHVHQW D UHDO, IXOO SLFWXUH RI WKH QDWXUH RU HIIHFWLYHQHVV RI DQ HQIRUFHPHQW SURJUDP.

6R, DV I ORRN EDFN XSRQ WKHVH ODVW 3 SOXV \HDUV VLQFH I ZDV IRUWXQDWH HQRXJK WR EH DSSRLQWHG WR ZKDW I RIWHQ FDOO WKH
EHVW MRE LQ :DVKLQJWRQ, LW LV FOHDU WR PH WKDW ZH KDYH EHHQ DQG FRQWLQXH WR EH FRPPLWWHG WR D VWURQJ, DJJUHVVLYH
HQIRUFHPHQW SURJUDP WKDW KDV RYHUFRPH FKDOOHQJHV WR GR LWV SDUW WR SURWHFW LQYHVWRUV DQG PDLQWDLQ IDLU, RUGHUO\,
DQG HIÀFLHQW PDUNHWV.

6WHYH DQG I ZHUH IRUWXQDWH WR EHJLQ RXU WHQXUH WRJHWKHU RQ WKH EDFN RI D KLVWRULFDOO\ VWURQJ HQIRUFHPHQW SURJUDP.
2XU SUHGHFHVVRUV OHIW WKH DLYLVLRQ LQ D JUHDW SODFH DQG ZH ZHUH DEOH WR EXLOG RQ WKHLU VXFFHVV. 7KH FKDQJHV 6WHYH
DQG I LQWURGXFHG LPSURYHG RQ D JRRG WKLQJ DQG WKH\ ZLOO OHDYH WKH DLYLVLRQ VWURQJHU. BXW I HFKR ZKDW CKDLUPDQ
COD\WRQ VDLG DW WKH RXWVHW ² WKH VWUHQJWK DQG HIIHFWLYHQHVV RI WKLV HQIRUFHPHQW SURJUDP LV D IXQFWLRQ RI WKH SHRSOH
LQ LW ² DQG I NQRZ WKDW WKH\ ZLOO FRQWLQXH WR ZRUN WLUHOHVVO\ WR SURWHFW LQYHVWRUV DQG SUHVHUYH WKH LQWHJULW\ RI RXU
PDUNHWV. 7KH DLYLVLRQ ZDV VWURQJ EHIRUH ZH JRW KHUH DQG LW ZLOO UHPDLQ VWURQJ ORQJ DIWHU ZH·YH PRYHG RQ.

>1@ 7KH 6HFXULWLHV DQG E[FKDQJH CRPPLVVLRQ, DV D PDWWHU RI SROLF\, GLVFODLPV UHVSRQVLELOLW\ IRU DQ\ SULYDWH
SXEOLFDWLRQ RU VWDWHPHQW E\ DQ\ RI LWV HPSOR\HHV. 7KH YLHZV H[SUHVVHG KHUHLQ DUH WKRVH RI WKH DXWKRU DQG GR QRW
QHFHVVDULO\ UHÁHFW WKH YLHZV RI WKH CRPPLVVLRQ RU RI WKH DXWKRU·V FROOHDJXHV RQ WKH VWDII RI WKH CRPPLVVLRQ.

>2@ 3UHVV 5HOHDVH 2018-41, 7KHUDQRV, CE2 HROPHV, DQG FRUPHU 3UHVLGHQW BDOZDQL CKDUJHG :LWK MDVVLYH FUDXG
(MDU. 14, 2018), available at KWWSV://ZZZ.VHF.JRY/QHZV/SUHVV-UHOHDVH/2018-41.

>3@ AGPLQLVWUDWLYH 3URFHHGLQJ FLOH 1R. 3-18965, 6EC CKDUJHV HHUW] ZLWK IQDFFXUDWH FLQDQFLDO 5HSRUWLQJ DQG 2WKHU
FDLOXUHV (FHE. 1, 2019), available at KWWSV://ZZZ.VHF.JRY/HQIRUFH/33-10601-V.

>4@ 3UHVV 5HOHDVH 2017-120, 6EC CKDUJHV 2LO DQG GDV CRPSDQ\ DQG 7RS FLQDQFH E[HFXWLYHV ZLWK AFFRXQWLQJ
FUDXG (JXQH 28, 2017), available at KWWSV://ZZZ.VHF.JRY/QHZV/SUHVV-UHOHDVH/2017-120.

>5@ 3UHVV 5HOHDVH 2020-38, :HOOV FDUJR WR 3D\ $500 MLOOLRQ IRU MLVOHDGLQJ IQYHVWRUV AERXW WKH 6XFFHVV RI IWV
LDUJHVW BXVLQHVV 8QLW (FHE. 21, 2020), available at KWWSV://ZZZ.VHF.JRY/QHZV/SUHVV-UHOHDVH/2020-38.
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>6@ 3UHVV 5HOHDVH 2019-196, AXWRPDNHU WR 3D\ $40 0LOOLRQ IRU 0LVOHDGLQJ IQYHVWRUV (6HSW. 27, 2019), available at
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