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The U.S. Chamber af Cornrnerca welcomes the opportunity to provide the SEC Advisory 
Committee on Smallfir Publlic Companims with input on ways to improve our regulatory 
system for srnaBlar companies. We R a v ~answered those qusstsnns which relate to 
issues on which we have received frequent and consiistent feedback frarn our srnarlter 
membar companies. 
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3.) There i s  anecdotal evidence to suggest that the cost o f  coxnpS.yhgwith SOX 
has ca.usccl some small public cornpa.ni.csto th,nksibout delistingto avoid costs, 
or, if the company i s  private, raising capital inmother fashion (eg. selling the 
company) 01listing on a foreign market, 'VVe would also suggest that the 
increasing attracfiw-mess of private equity funds - and th.tir activity in t ~ k i n g  
public companies (or parts of public compallics) pnva,te-.is not unrelated to 
die increasing costs a d  legal burd,ens associated.with accessing public capital 
rn.arlrlets. 

2) In general, we bclimc that the brnader brrsit~esscarnmunity is suppostive of 
the refo.~~nsinSOX, but that  sharrholders of companies oL dl sizes are 
concrmed.with. thc costs aa.ssoziated with Section 404, 

3) 0 x 1  the whole, we believe that: SOX has had a positive affect:on t h e  broadrr 
business commm.ity, with the notable exception nf  Sccuoi1404. This 
provjslon - in a.dditiunto  being f i x r ; m r i ~ d y  burdensome - req-ultes con~~~anicsto 
expend substantial lime and efhrl: away from hiportant stxategic an3 
operational matters. We believe that this weigh particularly lxa -dy  on, sinall 
companies that: are memptmg to grow and  expand rapidly. 

. .4) . j e  we note t.hcgcnclmlly positive affects of SOX, thme i s  anecdotal 
evidence to s r y p s t  &at the cost of listing on US. markers is h x e a s i g  and 
that: Scciion 404 i s  negatively infl.uen&g the xelat-iwe attractiveness o f  US. 
capital rna.rkecs. The drop in new listkg by foreign companies i s  ofps.rhdat-ly 
setious conccrn. More costly - and less cumpe~i~ivcma~;kets4raise the 
core cost of capital across the entire ccnnomy. In sum, we do believe the new 
regnlatoxy measures d l  be h m M  for our rnmkets a.ndi~vestmsovm the 
long term, 

53 We are co.t~cerncdthat as our markets ccsnQnuc ro evdve in size and 
complexity, ow regulatory system - c~mentl,~a pn.i:chwork of state m d  federal 
regdadon -has not lrcpr pace. In addinidon, we hso believe that the present 
regdatary envlsonmrot, most particularly Section 404, "gnvernmentshzcs" the 
way 'tsusin~.ssesapetare, placing an emphasis on process over results and 
pxod.uctivi.ty. W l d e  process Is o'palrmmunt hnpa~anceiil govexament in 
orda  to e.a.suretransparency and fairness, good cotnpmies must sometimes act 
q~Ucklyand take very large r i s k s  in a n  uncertarin envixonmcnt. In fact, the 
investing public in the U,S. bas historically expected -a t d  g r e d y  benefited 
from - jut such qualities. Tf process in public companies is continudy 
emph.asizcdcsvcr results, h e n  the United 'States wi31 ~ r dup with signilicantly 



slowcr economic grad-much cbser tn hat: of other, less competitive 
economies around Ih e world. 

6) Flake: see our answms to #I3 and #5 above. 

7)Ingenera w e  S L - ~ ~ O X ~hJl company &sclosure, including general 
infc,.tmntioa about new product: development and business smtegy. We also 
note, however, that there are natmal limits ID this as complete discbsure wa~dd 
unde.Mnjfle the conpeti+i.venessof a company. In shcm, complete disclosure 
uronlld be very bad for i~wcsto.rs. 

8) Securities Iiugation is a tremendous burden on public cornparlies 0 5  aU sizes 
that greatly increa.ses costs of our capital markets. In mmax~ycases this litigation 
simply results it1 the transfer of £ i d sfrom one sct of shareholders (via the 
compnny) to another set. 0F current or former shareholders, wit11 the primary 
benehciaxies being h e  plainliFfs" t d  bar. We: have bilg utFd for policy 
rnalers to undertake rei&ms tha t  reduce the tremendous negative knpa& oE 
such litigatian. It is a huge bwdcn for small and mid-sized public companies. 

With respect to the current regulatory envhonment, thcrc arc many ways in 
which securities regu.Iatiom support the expansion ofprivate secllrii5cs. . 

litigation. As a key example, the frequency arith arhjrh compvlles are pressed 
to waive ihe attorney-client prhil~ge'has subjected orgall izatims 06 all sizes to . 

much more Il~tigation,This daagerous t r end  also di.scouragespersonnel within 
cornpanics from consulting with thdr lawyers, thereby impeding the lnwym' 
ability to effectively counsel compliance with the law. This, in turn, not:only 
harms businesses, but &a inpcstors and the public as a whok. 

9) SOX has dearly increased the cost of be% a publi.c company, aa. s e l l  as the 
cost  of being acquired b y  a public cumpimy, .As a coroltaqr, it has greatly 
reduced h e  prices that p b k  cornpanics are willing to pay to acqnire private 
cornpa.iies. Tn addition, SOX has caused compizflles toplace more emphasis 
on those wan.sactians that do not require access to publi.ccapital. 

11) Greater flexibility needs t~ be provided in the assesmnent ofhtel-nal 
controls f x  (315mpanksof dl sixes, For example, t es t i ng  that is done at  the 
beginningof the year may nnnt have to be repeated if certain standards are met. 
Further, entire areas afcontrol,should be exa.minedto determine if; in k t ,  
they need to b c  assessed anmdly gs oppsed  to less frequently. .Annual testing 
could he based on identified risk factors, such as system chmgcs, si.p.ificant 
~vxnuva',prcvio~rscontrol deficiencies and the nature of'controls. 



Considemtion sboirld also be given to addressing these conditions on a basis 
other than  CLpa~fi/fail''that wonM contcinplate rcliancc a n  earlicr m r k  product. 

13) Section 404 is clearly a deterrent to some companies accessing the prrblic, 
capital mabcts. Whed~era. company should or should not go puhlir should 
nnt he d~temincdby Scrllrion404. Secti.m 4.04 i s  a blunt and poorly designed 
tool for regdatosry management of market forces. The statement "they 
shouldn't have gone anyway7'would constitute an exacrnely weak 
mtisaahzation for the impact ofSection 404 on ernergng companies. 

14) ITIilr. the bu~cknsof SOX may affect smaller compa$.es xo a greater 
degcee, lmge md mid-cap companies face simiJ.azissues. Wc would, first m d  
foremast, supprzrt measures that case tbz burdens on companies of dl sizes.  

15) SOX has ~esultedIn a negative cbangc in the xelationslcllp between mditors 
and cornpatues of slI sixes. Despite h e  gent irzc~easein auditor frees, Section 
404 has rcsul~rdin a chilling effect, and companies now rec.eiw substmiidly 
lcss s ~ p o r tand acIvlce from their independent auditors- Ths change has been 
ncgativc forall stal~eholders,who benefit wherL co;tng;mnies 2nd their audilors 
ase able to productively work together tn identrfy and solve real problems. 

17) Extending the: effective dates for new standards makes sense and wodd be 
an easy m y  to ease the cost ofrompliallrce far srnder comp"es. 'I'h5 woidd, 
in out:opinion, have a generally ncgligibk effect an invesrors and US. markers. 


