January 27, 2010
The Honorable Scott Garrett
U.S. House of Representatives

137 Cannon House Office Bldg.

Washington, D.C. 20515
VIA Fax (202) 225-9048fice Building Washington, DC 2051537 Cannon House Office Building Washington, DC 20515137 Cannon House Office Building Washington, DC 20515
The Honorable John Adler
U.S. House of Representatives

1223 Longworth HOB
Washington, D.C. 20515
VIA Fax (202) 225-0778

Dear Representatives Garrett and Adler:

The California Chamber of Commerce (CalChamber) is pleased to share our support for your amendment to the Investor Protection Act of 2009, which would permanently protect small publicly-held companies from the overly burdensome auditor attestation requirement in Section 404(b) of the Sarbanes-Oxley Act.  

Small companies do not pose the same threat of disruption to the financial markets that the Sarbanes-Oxley Act was meant to prevent, and as such, the benefits of secondary safety measures like the one in Section 404(b) are far outweighed by the compliance burden they create.  The SEC has repeatedly extended the compliance deadline for this requirement for small companies, and recently concluded that smaller companies would have to pay disproportionately more to comply than large companies.  We commend you for working to make such an exemption permanent, thereby providing stability and predictability for small companies.
CalChamber agrees that this small exemption balances the need for transparency to protect investors with the need to foster growth of small companies, which boost our economy and create jobs.  In light of the current economic climate, it is more important than ever to avoid unintended consequences like those that Section 404(b) would create if applied to small companies.  Even among larger companies, the auditor attestation requirement in Section 404(b) has discouraged companies from going public in the U.S., often sending them to overseas markets, and the cost of compliance, which the SEC estimates will average out to $2.03 million next year, diverts resources away from other important business needs, and could strangle many small companies already struggling to weather the financial crisis.
For these reasons, we are pleased to support your amendment.

Sincerely,
Mira Guertin

Policy Advocate
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House Committee on Financial Services
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