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Filling the Gap: The Increasing 
Importance of Institutional Investors 
Addressing Corporate Misconduct in an 
Era of Reduced Government Enforcement
By: Erin Woods, Nancy Kulesa, and William Massa, Bleichmar Fonti & Auld LLP

T he integrity of the capital markets is premised on enforcement of the federal securities laws to redress 
corporate wrongdoing. Without the deterrent power of strong enforcement, investors face increased risks 
of transacting in securities without complete and accurate information about a particular issuer. Congress 
entrusted regulators as well as private actors, such as public pension plans, with the power to enforce 

such laws. Regulators, however, have recently exhibited a marked decline in enforcement. What’s more, broader 
government developments reflect a policy shift that’s leaving a burgeoning gap. This provides an opportunity for 
trustees of public pension funds to fill the enforcement gap, thereby supporting a level playing field for market 
participants, recovering monetary sums for aggrieved investors, and protecting the value of plan assets.

Recent enforcement data from the U.S. Securities and Exchange Commission (SEC) reveals significant declines 
across several key metrics. In 2024, the SEC filed 431 standalone enforcement actions—a 14% drop from 2023 
and the lowest annual total in a decade, excluding the pandemic-disrupted year of 2020.i Follow-on administrative 
proceedings, which seek sanctions based on prior criminal convictions, civil injunctions, or regulatory orders, fell 
to 93—a 43% decline and the lowest in ten years.ii Similarly, the SEC brought just 59 delinquent filing cases against 
issuers, down 51% from 2023 and also a decade low.iii While the SEC recovered a record $8.2 billion in financial 
remedies in 2024, roughly 56% of that amount stemmed from one trial victory against Terraform Labs and Do Kwon, 
who were charged in one of the largest securities fraud cases in U.S. history.iv   
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The decline in enforcement is surprising, given statements from then-SEC Chairman, Gary Gensler, who analogized 
the SEC’s Division of Enforcement to “a steadfast cop on the beat” that holds all wrongdoers accountable.”v There 
are also reasons to suspect enforcement metrics may continue to decline. Mr. Gensler’s successor, Paul Atkins, who 
assumed the role of Chairman in April 2025, stated that the SEC will shift its focus away from “ad hoc enforcement 
actions” and instead will prioritize enforcement of clearly established obligations, such as those relating to fraud 
and manipulation.vi Already, this has led the agency to drop lawsuits and discontinue investigations involving several 
cryptocurrency firms, including Coinbase and Binance.vii What’s more, the SEC is expected to undergo significant 
staff reductions, as Mr. Atkins recently requested funding from Congress for 4,101 positions for fiscal year 2026—a 
16% decrease from fiscal 2024.viii

Mr. Atkins’s enforcement approach is not an outlier. Amid broader trends of reduced government spending, the 
federal government has advanced efforts to eliminate or scale back agencies tasked with protecting the public. 
Sights have been set on notable targets, including the Department of Justice’s Consumer Protection Branch (CPB) 
and National Cryptocurrency Enforcement Team (NCET), the Consumer Financial Protection Bureau (CFPB), and 
the Public Company Accounting Oversight Board (PCAOB), a nonprofit established by Congress in the wake of the 
Enron and WorldCom accounting scandals.ix

In short, while securities litigation settlements achieved by public pension plans have long outpaced those achieved 
by the SEC, recent developments create a meaningful opportunity for pension plan trustees to further close the 
growing gap in the government’s enforcement. As former SEC Chairman Arthur Levitt—its longest-serving leader—
recognized, private enforcement is “fundamental” to the integrity and success of the securities markets.x  By taking 
a more active role in corporate governance and related litigation, trustees can protect plan assets, enhance long-
term returns, and work toward upholding the integrity of a fair and transparent market. u
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Erin Woods, Nancy Kulesa, and William Massa are attorneys at Bleichmar Fonti & Auld LLP, a law firm 
focusing on securities class action and shareholder litigation as well as settlement claim form filing on behalf 
of institutional investors. Each of their biographies is available at www.bfalaw.com.
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