
April 24,2006 

The Honorable Christopher Cox 
Chairmaa 
U.S. Securitita& Exchange Co1IUniREia1 
100 P Stnd,NE 
Washington, DC 20549 

Dear ChairmanCox: 

We wite to cxpm our concern aboathe needto modernize he defiuition of "eligible 
por&oIio company"undca the Investment CompanyAct of 2940. The lack of final action by the 
Semities and ExcJmge Cormhionhas created tremendousuncerteinty f i r  business 
development companies (BDCs) and their public shareholders, and is impeding the market's 
abilty to a d w  the capital needs of m a l l  and growing businesses. 

ASyou know, the aarmt da i t i on  of "eligible portfolio companynis tied to the Federal 
Reserve Board'samginrul- wbich bave b g e d  over the years, resulting in theunintended 
consequence of significantly limiting the number of public companiesthat can access eapital 
fiom a BDC. 

On November 1.2004 the Division of Investlnent Managementproposed a rulemaking 
that would changethe definition of eligible portfolio company. Howevtr, the initialproposal 
suggcstcdthat, West issuers that are ableto list their securities on an &change or on NASDAQ 
have eccess to the public capital mkets; so therefore, arc not in need of capital iiom a BDC." 
?2lis proposal, in our opinion, reflects a lack of understandingof the need for capital by many 
small and medium sizedpuhlic compaaies, even someof those listed on an exchgc. This new 
staff interpretation of the law is contrary to Congressional intent. ThelegislativeWry states 
the following "...It is estimatedt h e  are about 12,000publicly b l d  operating companies;the 
definition of 'eligible portfolio company' would include about two-Wq or 8,000, of those 
companiw,plus a l l  privately-heldcompanies. In addition, the Commiaion i s  given rulcmaking 
authority to expand the class of eligibleportfolio companies.. ." 

Moreover, the proposed rule suggestedthat it would be inappropriatebadopt a ddnition 
that relies on market capitalixatios tbE appoa11that has unanimowlypassed the IXousc and 

,been adoptedby the Commission mmany kimilar situations. W e  we support tbsI b u f i ~  
passed lcghkdioa 436) and the companion introduced in the Sen&, wc would &o@y 
encouragetip Cadssioa to take prompt action to adopt arule that expandsthe dciisition 
consistentwith Congrws' original intent and current Congrasional proposals. 



Finally, we must act quickly to mo&rniii the deliloition and provide mtabtyto&ct 
participants. BDCa fW that their current practices could be alleged tobe inviolation ofthe 
semities law. 

We lookforwrud toreceiving your cornmmts, and the views of your fcIIow 
Commissionm,asto the timiug of a potential final rulemakiw and the scope of ha crpproprbde 
and updated definitim A promptm e d y  to the curreatsituation is necessary to provide fairness 
to BDCs and tbbir shareholders, aa well ua companies that lackaccessto traditionalfom of 
capital. 

Cc: ComrnissionetPaulS.Addns 
CommissionerRoe1 C.Campos 
CommiwionetCynthia A.G h a u  
CommissionerAnnette LNazareth 


