I am writing to ask you to support amendment number 4037 to the Financial Reform bill sponsored by Sen. Kit Bond, with co-sponsors Sen. Scott Brown, Sen. Maria Cantwell and Sen. Mark Warner.  The amendments address problems in the bill that would severely cut back on the capital available for startups and make regulations so difficult in the fundraising process that many startups would go out of business while trying to raise capital.
Research by the Census Bureau and commissioned by the Kauffman Foundation has found that startups have accounted for ALL of the net new jobs in the United States over a 25 year period. Many of these small companies also are responsible for important innovations.  Now is the time to support these companies, not create new regulations that actually reduces capital availability for them.
Below is a quick description of the problem sections in the bill and how the amendment improves the situation for small businesses.  You can also read more about these sections in the attached recent Wall Street Journal editorial.
Bill Section 412 (Adjusting Accredited Investor Standards for Inflation)
What the section currently says:

· Directs the Securities and Exchange Commission to adjust the standards for accredited investors, some of which are “angel investors” who invest their own private money in promising small businesses.  Estimates are that the net worth requirement would increase from $1 million to $2.5 million and annual income would increase from $200,000 to $450,000.  An academic study found that this could eliminate about 60% of all angels on the net worth increase alone.
· Requires a continuing automatic increase in accredited investor standards every 5 years, based on inflation
How the amendment improves the section:
· Adjusts the requirement for net worth so that it stays at $1 million, but no longer counts primary residence.  This will still reduce the number of accredited investors, but by much less than the current bill.
· No changes are made to the annual income standard of $200,000 per year.
· Recommends reviews of accredited investor standards every 4 years, considering public interest and the impact on the economy.  This means that an increase is not always required and that the impact of any increases on small business capital formation should be included.
Bill Section 926 (Authority of State Regulators Over Regulation D)

What the section currently says:
· Requires the SEC to review every private offering filing within 120 days, which would mean that entrepreneurs to have to wait 120 plus days for review of their securities filings.  Today start-ups start spending the capital they raise immediately.  This new waiting time means that start-ups would need to escrow their money until they received an approval, putting many out of business before they start because they don’t have the capital to pay their employees.
· Allows the Securities and Exchange Commission to designate that a class of securities is no longer “covered securities” because they are not of sufficient size or scope.  It is assumed that angel investments – which total generally less than $1 million and $10,000 to $25,000 per investor – could be affected.  If this happened, angel investments in start-up companies would be regulated by the states, many of which have very different regulations – increasing costs for small businesses and making it more difficult for entrepreneurs raising money from angels in different states.
How the amendment improves the section:
· Removes the 120 day waiting period and different state requirements

· Adds in the ability for federal and state regulators to review existing reports, looking for “bad actors” or people known to have been fraudulent in past securities activities, which is better protection for investors than current law.
I believe it is important to pass these two amendments to help entrepreneurs in our state.  As an angel investor myself, I love investing in high growth small businesses and want to ensure that my colleague angel investors can continue supporting these companies.  I join many other angels and national associations that support small business and innovation.
Sincerely,

