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.Phe Honorable Christopher Cox 
C'hairman 
Securities and Exchange Commission 
100 I: Street, NE 
CS1ashington, I1.C:. 20549 

[)ear Vhaim~anCox: 

As members of thc United States Congress 311d rep~-es~'nta~ives~f the peaplc of Utah, ~ 5 . c  

are concerned with the impact that abusivl: naked shcx-t selling is having on our c'iipitiil n-iarkets, 
o t ~individual companies. and on innocent sharcholdcre. It is clcar that you share tllzse concerns, 
a t ~ d\ye commend the Commission for its proposed amendments  to Kcgulat~rmSHO. The 
proposed rcpcal of thc grandfather provision and narro~\ingof the options markct makcr 
excep;ion are important first steps toward reducing persistent Sails to deliver and other associated 
abuses. While we support thcsc changes. we suggest that the SEC make two additional 
rnodiiica~ic~ns Regulation S I  I0 that ivcxtlii further curtail abusive naked short selling andt c ~  
pcrsistenl l'iiilurea tu deliver. 

Transparcno -Disclose the j'olurne of Fails 
The SEC' should a m 4  Regulation SI I 0  so that thc aggrugate volume of failures to 
dclivcr is rclwrtcd d ~ ~ i l y(or each threshold security. We agree with Commissioner 
:Itl\ins' state~nent tha t  aggrcgatt. fail data should be disclosed. Sunshine is a great 
disjnkcranl and mure rr:itlsllar<ncq may contribute to a dcclint: i l l  abuses and to more 
i~ivcstivconfidence and s e c ~ ~ r i ~ ~ .IS'e believe that absent fuii disclosure, it will rcrnain 
difficult rn know tllc lcvcl of "naked shorting" and its risk lo the capital markets. 

Ownership -Require a Pre-Rorrow for All Short Sales 
' t  he SEC: should require that before any seller can short sell a stock. that seller must 
either have the stock in his possession (and have thc right to sell it) or have entered inlo a 
bona lick contract to borrou thc stock in advancc of the salc. 'I'his step alone should 
prevenl the majority of purposeful and strateyic fails to dclivcr. I'hc current rules that 
allon the stock lo be located (but not borr(,\iedl allow t i ~ ronc sharc to bc "1nc.atcd 
multiple times nithout i t  actually ever being trol-rc,~wd.As a result. ahusivc short-scilcrs 
can avoid delivering the stocks lhey sell. sometimes pustpuning trade closurzs 
indefinitely. 
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Though there may be sornz disagreement over the scope, it does seem clear that naked 
short selling is a problem, that persistent failures to deliver threaten investor coniydence and the 
integrity of our markets, and that further regulation by the SEC is warranted. 

It is imperdtive that the SFC protect investors and public companies by minimizing the 
manipulation of our capital markets. The interests of short-selling hedge funds must not be 
placed ahead of our duty to protect the small investors and employees who often depend on these 
companies for their livelihood 2nd retirement. 

Mr. Chairman, \.s-clook foWlrci to working with you and your staff in this cffort. The 
changes that the Cvmmissivr~has recomtnendcd to Kcgulation SHO are a step in the right 
direction. h c  commend yc~ufor this elfort. We look fonvard to the Commission taking the 
additio~~alsteps we have outlined in this lcttcr. 

Sit~czrely, 

Rub Bishop Chris C'at~tlan Orrin Hatch 
Member- 01' Ci311gress Member uf Congress United States Senatvr 


