
Board of Administration 
P 0 Box 942701 
Sacramento. CA 94229-2701 
(g l f i )  795-3829 

April 3.  2006 

The Honorable Christopher Cox 
Chairman 
U.S. Secur~ties and Exchange Commission 
100 F Streel, N.E. 
Washington, D.C. 20549-9303 

RE: Draft Report: SEC's Advisory Committee on Smaller Publlc Companies 

Dear Chairman Cox 

The California Public Employees' Ret~rement Sysrem (CalPERS) is the largest U S. public 
pension ftind with over $200 billion in total assets. CalPERS' U S equity nvestments cover the 
entire spectrum of market capitalization in the U S .  public equity markets. CalPERS is a long- 
terin shareowner and supports market regulation and enforcement that protects investors and 
ensures integrity in the marketpiace. 

CalPERS believes the Sarbanes-Oxley Act of 2002 (Sarbanes-Oxley) provides an appropriate 
and necessary framework for addressing the shortcomings exposed in the marketplace as a 
result of the high profile corporate failures in 2001 and 2002. The application of Section 404 of 
Sarbanes-Oxley moves public companies in the direction of implementing and maintaining 
internal controls that work effectively. Maintaining these internal controls provides greater 
integrity to the financial reports of companies that trade in the U.S. public markets, The 
accuracy of financial reports enables investors to have the opportunity to better assess the risks 
and rewards for their investments. 

CalPERS continues to support and embrace Congress' intent as embodied in Sarbanes-Oxley 
and we believe Sarbanes-Oxley should remain intact Lo protect shareowners that invest in 
publicly traded securities. CalPERS believes it would be inappropriate to adopt the SEC's 
Advisory Committee on Smaller Public Companies (Committee) recommendation to provide 
micro capitalization and small capihlization companies relief from complying with Section 404 of 
Sarbanes-Oxley. Providing relief from compliance wrth Section 404 of Sarbanes-Oxley to 80 
percent of the U S .  public equity market capitalization would undermine the integrity of financiai 
statements on which investors rely. Further, such an exemption ~vould introduce addilional risks 
and uncertamty into the inarkelplace. 
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In add~t~on, it is CalPERS' understandmg that a legal issue may exrst as to whether the SEC has 
authority to exempt small and micro capctalization companies from the purwew of section 404 

In closing, CalPERS opposes the dilut~on of Sarbanes-Oxley We wlll continue to look to the 
appropriate regulators to ensure that ~mplementation is rattonal and sustainable 

Thank you for constder~ng this very important matter Please contact Dennts Johnson, Senlor 
Portfolto Manager-Corporate Governance at (916) 795-2731 if there are questions 

Sincerely. 

GL 
Rob F k n e ~ .  Presbdent 
Board of ~dmlnistration 

CL CalPERS Board of Adrninistratlon 
CalPERS Executive Staff 
Chr~stianna Wood. Senior Investment Officer 
Dennis Johnson. Senior Portfol~o Manager 


