from the PRESIDENT

Dear SEC Chairman:

Some Suggestions

the el angmg of the goand in Washington offers a tme for
woapprosches i many areas. Arthor Levie seeved as SEC
airmman for lenger than any of his predecessors, During his
tenlre, our capital nuckets and economy expericnced huge

changes that now meguire o neseagenda. Hees nmy Lst of

issues that should be ar the wop oF the agenda going forward

B e SEC can play aovofe O moging Hhe markels oy
Jrome o sbovt-term, quarierly focus, wherely companies ane
rewarded for careful adention o guanerly resulls, often
the expense of long-lerm investment. While most companies
ermbrace the challenge w perform for their stakeholders, the
truth s that this systeme problem has been brought abom
more by the hype and self-promotion of market-makers that
imply some competitive benefit from a shon-term informa-
titn advantige

B po-08 el FO-Ks e ofsofele. The amount of informz-
ton avidlahle to nvestors 48 up exponentially over the past
dedade. User-frendly publications, amalyst reports; 1elevision
and Wely sites are now the predominant sources of invesior
information. During that tme, SEC filings have gone the oth-
er dirsction. New disclosure requirements have Deen piled
on top of cudared ones. Bollerplae hinguage abounds; as
the governing miles themselves plso hove gotien more oner-
o We peed oo rero-based loolear what will make up o use-
Ful and readuble set ol SEC Hlings.

B Daon't react o fndivtdual problems, ondy systemic ones,
Tt tiften i the past, @ good media story ar potential media
atiention has Ien a spur o considerng new regulation
Lett's |'|.:|."r'l," G TS li.l.[llilr'l.il. evirorment 'r'-'l!lt.'r{" e or rwo
problems, ke Orange County’s internal control derivative
bropkdown, doesnt led w0 complex, burdensome reguli-
tons [ke FAS 135 that will sapy corporate resources without
adding voinvestors’ understanding of the compny

B The media coptinges to try o reopen stock option
acconniting Oplions . are impossible o measure fairly and
are unigquely important o our economy, and the compro-
mise of existing, disclosure requirements s confusing and
bad enough withowr further polloting. Ananclal statements,
The amaount of stock options given (o emplovees & o gover
nance matter Detween sharcholders/owners angd) their nuin-
agers, They dim't peed dicoums from those not party 1o the
relatiomship

M The mavketplace would weldome a travsitional plean
moing teard aeceptance of global aveonnting standeards
thait are vicogrized by the SEC Today, there are 40 different
sets of accounting rules around the world
Alsi, the required reconciliation of internation-
al aceounting: standarcds (1AS) w0 L5 GAAP in
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financinl fillings should be phased out as the two stncdards
COOVETLLE

B Fvocune a fdan fo make posting s and miaterial
information on corporaie Web sites an e ceperle — frcied,
the preferved — means of public disclogoe Don't lisien 1o
thowse who clabm technology is not pervasive enough o
allow this. Try 1w 1ell voters in Florda that Intermet voting
wionld not be g beter plaform

B Modify tie recenthy adopted SEC mdles o abiditor inde-
frendence. specifically those concerning limits on o comp
oy wse of its auditor for mtermal aucit work: This provision
derricts from our great system of financil reporting and
control. Many companies will choose to have no internal
guchit progeam Because of the adoed dost of this provision

B fuvestor feotection imadves much more o issier reg-
whation. Much' more money would hiave been saved for
investors in recent periods i the market mechanisms for
obtaining the lowest share prices had beén regulbited as
tightly as finaneial reponing

B Enconompe Pest pvactices arronty confimale dudil com-
mittees. The SEC ¢an use its influence o promote the high
est quality of professionalism, financial experuse and ethics
for audit commitiees, who play o pivotal role in corporate
BV CITRINOE

B (e enforcement of crorent SEC rigularions to o greater
extent, rather than add reculations. Enforcement  neecls
more funiding and mone emphiasis

B Alon thie FEASH to sef {5 ouwnr aoenda and prforities. The
SEC has delegated the accounting standard-setting authority
i the FASE; and it should stick w thar principle. The SEC
should not muke new GAAT through i rulemaking,

B Modernize the SEC 105 time o review and update the
1933 and 1934 Securitios and Exclange Aets in an effon o
streamling regulitory junsdiction over publicly held compa-
nies and wark o revamp financial reporting. requirements
What was good and sensible 70 vears ago ouy oot be the
case in 2001,

B Sheak with one vojee. In the past, companies: have gol-
pen e messages (rom the SEC, and have sensed differing
objectives among SEC stilf, It's imperative that the SECs civ

il service staff pursues the siame agenda as the ST
appointed leadership.

B Lo, ey yedie siafls ntore Jo alfract e reteiin oy beo
pie I today's ultee-tight labor marker, the best and brighiest
have a lor of options, The S8EC can do more 10 make work-
g For the commission attractive, That will
require a boost in troe inventive pity.

oo luck inthe new ol



