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The Hono able Steve Mnuchin 
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The Hono able Jay Clayton
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The Hono able Ch istophe  Gianca lo 
Chai man
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Dea  Sec eta y Mnuchin, Compt olle  Otting, Chai man Powell, Chai  McWilliams, Chai man Clayton, 
and Chai man Gianca lo:

Thank you fo  you   eview of  egulations issued in  esponse to the financial c isis, including the so-called 
Volcke  Rule (“the Rule") implementing Sec. 619 of the Dodd-F ank Wall St eet Refo m and Consume  
P otection Act ("Dodd-F ank Act"). Cong ess has exp essed a numbe  of conce ns with the Volcke  Rule 
- one issue whe e the e is b oad ag eement is the Rule's det imental impact to ventu e capital funds 
and the sta t-up companies that they suppo t. Befo e the Volcke  Rule, banks p ovided 7% of the dolla s 
invested in ventu e capital funds and we e a  eliable sou ce of funding fo  smalle  ventu e capital funds 
that a e not as att active to la ge institutional investo s. This  egulato y impediment to capital fo mation 
is especially challenging to communities outside of majo  met opolitan a eas whe e the economy has 
not  ecove ed as quickly and which  ely on sta t-up companies to d ive job g owth.

The Volcke  Rule's cu  ent p ohibition on financial institutions investing in ce tain "cove ed funds" 
inapp op iately includes ventu e capital. Section 619 of the Dodd-F ank Act includes "p ohibitions on 
p op ieta y t ading and ce tain  elationships with hedge funds and p ivate equity funds" without any 
mention of ventu e capital. The Cong essional Reco d clea ly demonst ates that ventu e capital was 
neve  intended to be cove ed. In a colloquy with Senato  Boxe , then Chai man Dodd noted, "[Senato  
Boxe 's] unde standing is co  ect.... I expect the  egulato s to use the b oad autho ity in the Volcke  
Rule wisely and cla ify that funds that invest in technology sta tup companies, such as ventu e capita! 
funds, a e not captu ed unde  the Volcke  Rule and fall outside the definition of 'p ivate equity funds.'"
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Regulato s could easily  esolve this issue by excluding ventu e capital f om the definition of cove ed 
funds. Fo  example, the Secu ities and Exchange Commission has p ovided a na  ow definition fo  
ventu e capital in  ule 203(1)-l unde  the Investment Advise s Act.

Fo tunately, the Administ ation  ecognized these conce ns in the T easu y Depa tment's June 2017 
Repo t to the P esident: A Financial System That C eates Economic Oppo tunities - Banks and C edit 
Unions. The Repo t notes, "T easu y believes that changes to the cove ed fund p ovisions can g eatly 
assist in the fo mation of ventu e and othe  capita! that is c itical to fund economic g owth 
oppo tunities."1 I u ge you to exclude ventu e capital f om the definition of cove ed funds. Cong ess 
stands  eady to wo k togethe  with you to cla ify this  egulato y impediment to capital fo mation fo  
sta t-up companies.

Ve y Respectfully,

Randy Hultg en 
MEMBER OF CONGRESS

U.S. Depa tment of the T easu y. Repo t on Banking U.S. Depa tment of the T easu y: A Financial System that 
C eates Economic Oppo tunities - Banks and C edit Unions (June 2017).


