
 

 
 

SEC Cautions: Don’t Cut Compliance 
 

December 23, 2008 
 
In recent weeks, the U.S. Securities and Exchange Commission (SEC) has been emphasizing the importance of 
robust compliance programs and urging SEC-registered firms, including investment companies, investment 
advisers, and broker-dealers, not to sacrifice compliance in an effort to manage expenses and reduce costs. This 
message recently culminated in the publication of an open letter to the CEOs of SEC-registered firms, in which 
Lori Richards, director of the SEC’s Office of Compliance Inspections and Examinations, cautioned the CEOs not 
to cut compliance programs or budgets.  
 
Richards reminded firms that during times of financial and market 
turmoil, compliance is “critical to assure that your operations 
comply with the law and rules . . . and to ensure that the interests 
of your customers, clients and shareholders are protected.” She 
stated that firms should be vigilant about preventing and correcting 
problems that may occur, and recommended that firms pay 
particular attention to interactions with investors, sales and trading 
practices, financial, valuation and risk controls, and disclosure 
obligations. 
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“Today, when the future is 
uncertain, when markets are 

unstable, when investor 
confidence is shaken, this is the 
time—more than ever—when we 

need a powerful voice for 
compliance.” 

 

In his November 2008 address to the CCOutreach National Seminar, SEC Chairman Christopher Cox similarly 
focused on the importance of a strong compliance presence. Cox reminded Chief Compliance Officers (CCOs) 
that, based on past experience, firms that choose to cut compliance expenses are actually exposing their firms to 
more risk. Cox stated, “Today, when the future is uncertain, when markets are unstable, when investor confidence 
is shaken, this is the time—more than ever—when we need a powerful voice for compliance.” 
 
Fund directors may wish to discuss this issue with their funds’ CCO to better understand the existing compliance 
budget and to determine whether fund management is considering any cost reductions (for example, head count, 
testing resources, or technology systems) that may negatively affect the fund’s compliance program. 
 
To view the open letter and Chairman Cox’s recent speech, please visit: 
http://www.sec.gov/about/offices/ocie/ceoletter.htm. 
 
If you have any questions concerning these important legal developments, please contact either of the following 
Morgan Lewis attorneys: 
 
New York 
Jennifer L. Klass    212.309.7105   jklass@morganlewis.com 
 
Washington, D.C. 
Ashley Vroman-Lee    202.739.5914   avromanlee@morganlewis.com  
 
About Morgan, Lewis & Bockius LLP 
Morgan Lewis is an international law firm with more than 1,500 lawyers in 22 offices located in Beijing, Boston, 
Brussels, Chicago, Dallas, Frankfurt, Harrisburg, Houston, Irvine, London, Los Angeles, Miami, Minneapolis, New 
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York, Palo Alto, Paris, Philadelphia, Pittsburgh, Princeton, San Francisco, Tokyo, and Washington, D.C. For more 
information about Morgan Lewis, please visit www.morganlewis.com. 

 
This FYI Alert is provided as a general informational service to clients and friends of Morgan, Lewis & Bockius LLP. It should not be construed as, and does not constitute, legal advice on any specific 

matter, nor does this message create an attorney-client relationship. These materials may be considered Attorney Advertising in some states.  
Please note that the prior results discussed in the material do not guarantee similar outcomes 
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