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nn Securities and Exchange Com-
mission (SEC) Regulation S-K 
and Regulation S-X, which govern 
public company disclosure, 
impose prohibitively high costs 
on small companies seeking 
to access the public securi-
ties markets.

nn Small, young companies are the 
source of most job creation as 
well as much of the innovation 
and dynamism in the economy.

nn The inability of small companies 
to access the public capital mar-
ket impedes their ability to grow, 
innovate, and create jobs.

nn Reasonable mandatory disclo-
sure by public companies pro-
motes capital formation and the 
efficient allocation of capital.

nn Both Regulation S-K and Regu-
lation S-X should be revised to 
reduce compliance costs by 
better scaling disclosure require-
ments and eliminating require-
ments that do little or nothing to 
protect investors.

Abstract
Securities and Exchange Commission (SEC) regulations impose high 
costs on companies seeking to access the public securities markets. 
These costs are prohibitively high for small and medium-sized com-
panies and impede their ability to access the capital needed to grow, 
innovate, and create jobs. Reasonable mandatory disclosure by pub-
lic companies promotes capital formation and the efficient allocation 
of capital. However, both Regulation S-K and Regulation S-X, which 
govern public company disclosure, should be revised to reduce compli-
ance costs by better scaling disclosure requirements and eliminating 
requirements that do little or nothing to protect investors.

The Securities Act of 1933 makes it generally illegal to sell 
securities unless they are registered with the Securities and 

Exchange Commission (SEC).1 The act exempts various securities 
and transactions from this requirement.2 In addition, the Securi-
ties Exchange Act of 1934 requires companies to register if they are 
listed on a national securities exchange3 or if the company has total 
assets exceeding $10,000,000 and a class of equity security (other 
than an exempted security) held of record by either 2,000 or more 
persons, or 500 persons who are not accredited investors.4 Making 
a registered offering (often called going public) is a very expensive 
proposition and well beyond the means of most small and start-up 
companies. In addition, registered (that is, public) companies must 
comply with a long list of continuing disclosure requirements.

Regulation S-K5 is the key regulation governing non-financial 
statement disclosures of public companies (those registered with 
the SEC). Regulation S-X6 generally governs public company finan-
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cial statements in registration statements or peri-
odic reports. These two rules, including the various 
rules and accounting policies that they incorporate 
by reference, impose the vast majority of the costs 
incurred by public companies.

Requiring public companies to disclose infor-
mation that is material to investment decisions 
promotes capital formation and the efficient alloca-
tion of capital.7 This is primarily because informa-
tion disclosure promotes investor confidence in the 
integrity of capital markets and reduces risk, mak-
ing them more willing to invest, and because infor-
mation disclosure results in more accurate pricing 
of securities, allowing capital to flow to its best use. 
Excessive disclosure mandates, however, have two 
adverse effects.

First, excessive disclosure mandates impose 
unnecessary costs that have a disproportionate 
adverse impact on small and young firms.8 These 
costs, whether direct or indirect, are routinely 
underestimated and sometimes simply ignored 
by regulators. Direct costs, imposed in the name 
of investor protection, are incurred by firms but 
ultimately borne by investors in the form of lower 

returns. Indirect costs include the costs of econom-
ic activity not undertaken because of actual or pro-
spective regulatory burdens. These costs are borne 
more broadly by consumers, workers, and investors. 
Moreover, the lost economic activity also reduces 
state, local, and federal tax revenues.

Second, once disclosure requirements reach a 
certain point, they obfuscate rather than inform.9 
Investors have difficulty finding the relevant, mate-
rial information in documents that are hundreds of 
pages long and written in dense legalese.

The High Cost of Being a Public Company
The SEC has estimated that “the average cost of 

achieving initial regulatory compliance for an ini-
tial public offering is $2.5 million, followed by an 
ongoing compliance cost, once public, of $1.5 mil-
lion per year.”10

The number of U.S. initial public offerings (IPOs) 
is considerably lower than in the 1980s and 1990s, 
although the number of IPOs and amounts raised 
have recovered somewhat recently due to the strong 
stock market and the IPO “on-ramp” provisions—
designed to make it easier for emerging growth com-

1.	 See §5 of the Securities Act of 1933 (May 27, 1933), Public Law 73–22, 48 Stat. 74, 15 USC §77a et seq. (as amended through Public Law 
112–106, April 5, 2012), http://www.sec.gov/about/laws/sa33.pdf (accessed June 9, 2014).

2.	 See generally, Securities Act §3 (relating to exempted securities), §4 (relating to exempted transactions), and §4A (relating to crowdfunding), 
and David R. Burton, “Don’t Crush the Ability of Entrepreneurs and Small Businesses to Raise Capital,” Heritage Foundation Backgrounder No. 
2874, February 5, 2014,  
http://www.heritage.org/research/reports/2014/02/dont-crush-the-ability-of-entrepreneurs-and-small-businesses-to-raise-capital.

3.	 See §12(a) of the Securities Exchange Act of 1934 (June 6, 1934), Public Law 73–291, 48 Stat. 881, 15 U.S.C. § 78l,  
http://www.sec.gov/about/laws/sea34.pdf (accessed June 10, 2014).

4.	 See Securities Exchange Act §12(g).

5.	 17 CFR Part 229.

6.	 17 CFR Part 210.

7.	 See, for instance, Frank B. Cross and Robert A. Prentice, “The Economic Value of Securities Regulation,” Cardozo Law Review, Vol. 28, No. 1 
(2006), pp. 333–389, http://cardozolawreview.com/Joomla1.5/content/28-1/CROSS.WEBSITE.pdf (accessed June 2, 2014); Jeff Schwartz, 

“The Law and Economics of Scaled Equity Market Disclosure,” Journal of Corporation Law, Vol. 39 (2014), p. 347; Frank H. Easterbrook and 
Daniel R. Fischel, “Mandatory Disclosure and the Protection of Investors,” Virginia Law Review, No. 70 (1984), p. 669,  
http://chicagounbound.uchicago.edu/cgi/viewcontent.cgi?article=2176&context=journal_articles (accessed June 2, 2014); Luca Enriques 
and Sergio Gilotta, “Disclosure and Financial Market Regulation,” April 2014, forthcoming in The Oxford Handbook on Financial Regulation, ed. 
by Eilís Ferran, Niamh Moloney, and Jennifer Payne; and Jeffrey Wurgler, “Financial Markets and the Allocation of Capital,” Journal of Financial 
Economics, Vol. 58, No. 187 (2000), http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1972124&download=yes (accessed June 2, 2014).

8.	 See, for instance, Schwartz, “The Law and Economics of Scaled Equity Market Disclosure,” and U.S. Securities and Exchange Commission, 
“Report on Review of Disclosure Requirements in Regulation S-K,” December 2013,  
http://www.sec.gov/news/studies/2013/reg-sk-disclosure-requirements-review.pdf (accessed June 2, 2014).

9.	 Troy A. Paredes, “Blinded by the Light: Information Overload and Its Consequences for Securities Regulation,” Washington University Law 
Quarterly, Vol. 81 (2003), p. 417, http://digitalcommons.law.wustl.edu/lawreview/vol81/iss2/7/ (accessed June 2, 2014).

10.	 “Proposed Rules: Crowdfunding,” Federal Register, Vol. 78, No. 214 (November 5, 2013), p. 66509 (col. 2).

http://www.sec.gov/about/laws/sa33.pdf
http://www.heritage.org/research/reports/2014/02/dont-crush-the-ability-of-entrepreneurs-and-small-businesses-to-raise-capital
http://www.sec.gov/about/laws/sea34.pdf
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panies to go public—of the Jumpstart Our Business 
Startups (JOBS) Act.11

Public company compliance costs have grown 
sufficiently high that many smaller firms are “going 
private.”12 The Sarbanes–Oxley Act of 2002,13 the 
Dodd–Frank Wall Street Reform and Consumer 
Protection Act of 2010,14 and other legislation and 
regulatory actions have contributed to these costs. 

Moreover, IPO costs in the U.S. are considerably 
higher than those abroad.15

For small and medium-sized firms seeking to 
raise capital, these costs make access to the public 
capital markets prohibitively expensive. Obviously, 
$2.5 million imposes a hefty 10 percent deadweight 
cost even on a $25 million offering. A 10 percent 
regulatory toll charge increases the required rate 

11.	 Title I of the Jumpstart Our Business Startups (JOBS) Act, Public Law 112–106, April 5, 2012.

12.	 See, for instance, Committee on Capital Markets Regulation, “Interim Report of the Committee on Capital Markets Regulation,”  
November 30, 2006, http://www.capmktsreg.org/pdfs/11.30Committee_Interim_ReportREV2.pdf (accessed June 2, 2014); Ehud Kamar, 
Pinar Karaca-Mandic, and Eric Talley, “Going-Private Decisions and the Sarbanes–Oxley Act of 2002: A Cross-Country Analysis,” Kauffman–
RAND Institute for Entrepreneurship Public Policy Working Paper, February 2008,  
http://www.rand.org/content/dam/rand/pubs/working_papers/2008/RAND_WR300-2.pdf (accessed June 2, 2014); and  
Robert P. Bartlett III, “Going Private But Staying Public: Reexamining the Effect of Sarbanes–Oxley on Firms’ Going-Private Decisions,” 
University of Chicago Law Review, Vol. 76, No. 7 (2009), http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1088830 (accessed June 2, 2014).

13.	 The Sarbanes–Oxley Act of 2002, Public Law 107–204, July 30, 2002.

14.	 The Dodd–Frank Wall Street Reform and Consumer Protection Act, Public Law 111–203, July 21, 2010.

15.	 See, for instance, Michele Meoli, Katrin Migliorati, Stefano Paleari, and Silvio Vismara, “The Cost of Going Public: A European Perspective,” 
International Journal of Economics and Management Engineering, Vol. 2, No. 2 (May 2012).
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http://research.stlouisfed.org/fred2/series/GDPDEF/downloaddata (accessed June 9, 2014).
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of return for a company by 11.1 percent.16 If the costs 
were 20 percent of the amount raised, the required 
rate of return on the net amount raised will increase 
by 25 percent.17

But the continuing costs—$1.5 million annually 
on average according to the SEC—are actually more 
problematic. A company with shareholders’ equi-
ty of $10 million with a healthy return on equity of 
20 percent is going to earn $2 million. Net of public 
company regulatory costs, however, that company 
will earn only $500,000 and have a return on equity 
that is an anemic 5 percent. In effect, there is a $1.5 
million toll charge for being a public company. This 
makes going public out of the question until compa-
nies reach sufficient size that compliance costs can 
be borne without having a dramatic negative impact 
on their earnings. Reducing this toll charge would 

make the public market available for more compa-
nies and enable them to grow more rapidly.

Table 1 illustrates this point. It shows the impact 
that $1.5 million in annual compliance costs would 
have on a company if it were public instead of private. 
It shows companies with shareholders’ equity of $10 
million, $20 million, and $30 million, and returns 
on equity as a private company of 15 percent, 20 
percent, and 25 percent. By way of comparison, the 
return on equity for the Standard and Poor’s 500 is 
generally in the 13 percent to 17 percent range.18

As shown in Table 1, the negative impact of con-
tinuing compliance costs on the return on equity for 
small companies (in the examples, those with equi-
ty up to $30 million) is negative and substantial. It 
reduces the return on equity by 20 percent to 100 
percent. It is a particularly steep barrier for develop-

16.	 If the hurdle rate (the minimum rate of return required by investors) is X, where X is the expected profit (P) divided by the investment (I), then, 
with costs of 10 percent, the effective amount raised will be 0.9I (that is, 90 percent of the amount invested by investors) and the profit on 
the amount invested will have to be 11.1 percent higher to achieve the hurdle rate. For example, if the hurdle rate were 10 percent, the profit 
required on an investment of $1,000 would be $100. If the amount raised net of costs were only $900, a profit of $100 on that $900 would 
be necessary to achieve the investors’ hurdle rate on an investment of $1,000. $100/$900 is 11.1 percent, which in turn is 11.1 percent higher 
than the 10 percent hurdle rate. If the required hurdle rate were 30 percent (not atypical in highly risky investments), the investors will require 
a profit (P) of $300 annually on the $1,000 investment. Thus, the net of cost $900 would have to earn a return of $300 or 33.3 percent, 11.1 
percent higher than the hurdle rate of 30 percent. In short, the return will have to increase by the inverse of net of costs amount raised divided 
by the amount invested.

17.	 Because 1/0.8 is 1.25. Following the 30 percent example above, $300 divided by the net of cost $800 raised is 37.5 percent, and 37.5 percent 
is 25 percent higher than 30 percent.

18.	 See, for instance, “Management Effectiveness Information & Trends,” CSIMarket.com, http://csimarket.com/Industry/industry_
ManagementEffectiveness.php (accessed June 6, 2014).

Shareholders’ 
Equity

Private Company 
Return on Equity

Private Company 
Profi t

Net of Regulatory 
Cost Public 

Company Profi t
Public Company 
Return on Equity

Percentage Change 
in Return on Equity 

by Going Public

$10 million 25% $2.5 million $1 million 10% –60%

$10 million 20% $2 million $0.5 million 5% –75%

$10 million 15% $1.5 million $0 0% –100%

$20 million 25% $5 million $3.5 million 17.5% –30%

$20 million 20% $4 million $2.5 million 12.5% –37.5%

$20 million 15% $3 million $1.5 million 7.5% –50%

$30 million 25% $7.5 million $6 million 20% –20%

$30 million 20% $6 million $4.5 million 15% –25%

$30 million 15% $4.5 million $3 million 10% –33%

TABLe 1

Impact of Public Company Regulatory Costs on Return on Equity

Source: Author’s calculations. BG 2924 heritage.org
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ment stage companies that have limited or no cur-
rent cash flow.

Another way of looking at it is to capitalize the 
$1.5 million annual cost. Using a discount rate19 of 
10 percent, this additional $1.5 million annual cost 
is the equivalent of erasing $15 million from share-
holders’ equity.20 This kind of shareholders’ equity 
erasure cannot be justified by the higher price-earn-
ings ratio that a public company commands until 
expected risk-adjusted earnings are quite high.

“Gazelles” Create the Most Jobs—But Can’t 
Do So Without Capital. Economic research has 
increasingly demonstrated that most of the job cre-
ation in the economy comes from young, dynamic 
companies. These companies need equity invest-
ment to launch and to grow. Some call these com-
panies gazelles. A recent survey of the economics 
literature on the subject reached the conclusion 
that gazelles “create all or a large share of net new 
jobs.”21 These are the type of companies that seek 
outside investors either via Regulation D22 or in the 
public market.23 But the burdens imposed by exist-
ing regulations (primarily Regulations S-K and S-X) 
effectively deny these companies access to the public 
market and make investors less willing to invest.

The investment that does not occur because of 
these regulatory burdens affects a wide range of 
people, not just the managers and shareholders of 
the companies in question. Because these firms are 
unable to access capital:

nn Consumers are adversely affected because new 
products will not be brought to market and new 
competitors will not enter markets to drive down 
prices and improve quality;

nn Workers will be adversely affected because new 
employment opportunities will not be created 
that would provide employment and improve real 
wages; and

nn Economic growth will slow, harming investors 
and workers, and reducing the local, state, and 
federal tax base.

SEC Studies Regulation S-K. Section 108 of 
the JOBS Act24 required the SEC to study Regula-
tion S-K. This study was released last December.25 
Although some privately produced compliance 
manuals are quite good at discussing the require-
ments of Regulation S-K, the SEC study is the most 
comprehensive and accessible study available 
regarding the burden on public companies caused 
by Regulation S-K.

The SEC study found:

While the study conducted in connection with 
this report serves as an important starting 
point, the staff believes that further informa-
tion gathering and review is warranted in order 
to formulate specific recommendations regard-
ing specific disclosure requirements. In partic-
ular, input from market participants is needed 
to facilitate the identification of ways to update 
or add requirements for disclosure that is mate-
rial to an investment or voting decision, ways 
to streamline and simplify disclosure require-
ments to reduce the costs and burdens on public 
companies, including emerging growth compa-
nies, ways to enhance the presentation and com-
munication of information and to understand 

19.	 The discount rate is the interest rate used to “discount” money to be received in the future rather than in the present. Money received now is 
more valuable than money received in the future because it can be used to earn a return in the interim. Similarly, costs incurred now are more 
costly than the same dollar costs in the future.

20.	 The present discounted value of $1.5 million annually with a 10 percent discount rate is $15 million.

21.	 Magnus Henrekson and Dan Johansson, “Gazelles as Job Creators: A Survey and Interpretation of the Evidence,” Small Business Economics,  
Vol. 35 (2010), pp. 227–244.

22.	 Regulation D is a safe harbor provision implementing the private placement exemption of §4(a)(2) of the Securities Act. It is by far the most 
used exemption. Almost $1 trillion annually is raised using Regulation D. See Burton, “Don’t Crush the Ability of Entrepreneurs and Small 
Businesses to Raise Capital.”

23.	 See, for instance, Antonio Davila, George Foster, and Mahendra Gupta, “Venture-Capital Financing and the Growth of Startup Firms,” Journal of 
Business Venturing, Vol. 18, No. 6 (2003), pp. 689–708,  
http://econpapers.repec.org/article/eeejbvent/v_3a18_3ay_3a2003_3ai_3a6_3ap_3a689-708.htm (accessed June 3, 2014).

24.	 The Jumpstart Our Business Startups Act, Public Law 112–106, April 5, 2012.

25.	 U.S. Securities and Exchange Commission, “Report on Review of Disclosure Requirements in Regulation S-K,” December 20, 2013,  
http://www.sec.gov/news/studies/2013/reg-sk-disclosure-requirements-review.pdf (accessed April 7, 2014).

http://econpapers.repec.org/article/eeejbvent/v_3a18_3ay_3a2003_3ai_3a6_3ap_3a689-708.htm
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how technology can play a role in addressing any 
of these issues.26

In the study, the SEC staff recommends “the 
development of a plan to systematically review…the 
disclosure requirements in the Commission’s rules 
and forms, including Regulation S-K and Regulation 
S-X, and the related rules concerning the presenta-
tion and delivery of information to investors and the 
marketplace.”27 Thus, it appears that the SEC itself 
is serious about addressing this problem.

Legislation Designed to Address the Prob-
lem. The Chairman of the House Financial Services 
Committee Subcommittee on Capital Markets and 
Government-Sponsored Enterprises, Representa-
tive Scott Garrett (R–NJ), has drafted legislation 
designed to address this very important problem. 
The proposed legislation, styled the “Disclosure 
Modernization and Simplification Act of 2014,” has 
two major components.28 First, it would require the 
SEC to issue a revised Regulation S-K to provide 
for better scaling of its disclosure requirements to 
reduce the burden on emerging growth companies 
and other small reporting companies and to simpli-
fy and modernize provisions of Regulation S-K that 
are “duplicative, overlapping, outdated, or unneces-
sary.” The SEC would be required to issue a final rule 
within six months. Second, the bill would require 
that the SEC conduct a study and provide a report 
to Congress about how to modernize Regulation 
S-K and to propose a rule doing so within a year of 
providing the report to Congress. The bill provides 
some detail about what the study should examine 
but provides the SEC great latitude.

This legislation might well launch a process that 
would substantially reduce unneeded impediments 
to smaller firms accessing the public capital markets. 
It moves beyond merely requiring the SEC to study 
the issue, requiring the commission to craft a pro-
posed rule addressing the problem.

Better Data Needed. In its report, the SEC staff 
acknowledges the importance of considering cost and 
other economic considerations, and sets forth a series 
of factors to consider.29 The problem is that regulation 
of the private capital market is done in a virtually data-
free environment, and there is very little information 
regarding the regulation of smaller reporting compa-
nies. In most other important fields—tax, health care, 
labor and employment, immigration—there is robust 
data for policymakers to consider. This is not the case 
for securities regulators and congressional policy-
makers. The SEC does a poor job of collecting and 
making available to the public information about the 
private markets generally and the regulation of public 
companies, particularly smaller reporting companies.

Two relatively small but significant steps could 
be required of the SEC to help address this data 
gap. Congress should require the SEC to conduct a 
survey of smaller reporting companies. This sur-
vey should seek information both from firms that 
recently undertook an IPO and those that have 
been registered companies for a significant time (for 
example, five years or more). It should seek to deter-
mine which aspects of Regulation S-K and Regula-
tion S-X are the major cost drivers and seek input 
from smaller reporting companies and their advi-
sors about what should be changed.

In addition, the SEC should begin to collect and 
publish data regarding its enforcement actions 
relating to both the private securities markets and 
the public market. The commissioners, Congress, 
and the public need actual information—not anec-
dotes—about the types of disclosures, misrepresen-
tations, or omissions that are the source of enforce-
ment actions; types of issuers and exemptions that 
give rise to enforcement actions; the frequency and 
severity of different types of violations; and whether 
it is the primary or the secondary market that is the 
source of most problems. This will enable the SEC to 
make better policies with respect to Regulation S-K.

26.	 Ibid., pp. 93–94.

27.	 Ibid., p. 95.

28.	 See the initial draft of the “Disclosure Modernization and Simplification Act of 2014,”  
http://financialservices.house.gov/UploadedFiles/BILLS-113hr-PIH-10KSK-G000548.pdf (accessed June 6, 2014). See also, the summary 
contained in the Committee Memorandum in connection with the April 9, 2014, hearing on “Legislative Proposals to Enhance Capital 
Formation for Small and Emerging Growth Companies,” http://financialservices.house.gov/UploadedFiles/040914_CM_Memo.pdf  
(accessed June 6, 2014). H.R. 4569 was reported out of committee on May 22, 2014.

29.	 Ibid., pp. 94–95.
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Other steps that would help provide the informa-
tion to improve Regulation S-K are:

nn Congress should seek GAO input. Congress 
should seek a study of Regulation S-K and Reg-
ulation S-X by the Government Accountability 
Office (GAO). It would be very useful to policy-
makers and the public to have an independent 
source of information and analysis regarding 
Regulation S-K and Regulation S-X.

nn The SEC should seek input from smaller 
firms. Congress should require both the SEC and 
the GAO to consider the recommendations of the 
SEC Advisory Committee on small and emerg-
ing companies30 and the recommendations of 
the SEC Government-Business Forum on small-
business capital formation.31 In addition, Con-
gress should require both the SEC and the GAO 
to systematically talk to a large sample of compa-
nies (and their counsel and accountants) about 
which aspects of Regulation S-K and Regulation 
S-X that are problematic.

nn The SEC should also revise Regulation S-X. 
Because the JOBS Act required the SEC to study 
Regulation S-K and that study is now complete, 
reform of Regulation S-K is further along than 
reform of Regulation S-X. Nevertheless, the 

burdens imposed by Regulation S-X need to be 
seriously evaluated. This, unfortunately, will 
be a more complex process because it not only 
involves the SEC, but also the Financial Account-
ing Standards Board (FASB), which establishes 
financial accounting standards, and the Public 
Company Accounting Oversight Board (PCAOB), 
which oversees the auditing of public companies. 
A process similar to that inaugurated by the JOBS 
Act for Regulation S-K is appropriate for Regula-
tion S-X. It would seem appropriate, however, to 
seek a study not only by the SEC but also by the 
FASB and the PCAOB.

Alternative Solutions. The SEC has indicated 
that it may be willing to undertake serious reform of 
Regulation S-K. That may prove to be illusory, how-
ever. The SEC has shown little sensitivity to the costs 
imposed on small private companies when promul-
gating their proposed rules implementing changes 
to Regulation D, Regulation A+,32 and crowdfund-
ing33 as required by the JOBS Act.34

If it proves to be the case that the SEC is not will-
ing to reduce the burden on small public compa-
nies to a meaningful degree, a more prescriptive 
approach will be required in which Congress lays 
out a statutory scaled disclosure regime and pro-
vides less discretion to the SEC.35

30.	 Stephen M. Graham and M. Christine Jacobs, Committee Co-Chairs, letter to SEC Chairman Elisse B. Walter, “Recommendations Regarding 
Disclosure and Other Requirements for Smaller Public Companies,” March 21, 2013,  
http://www.sec.gov/info/smallbus/acsec/acsec-recommendation-032113-smaller-public-co-ltr.pdf (accessed April 7, 2014).

31.	 U.S. Securities and Exchange Commission, “Final Reports of the SEC Government-Business Forum on Small Business Capital Formation,” 
http://www.sec.gov/info/smallbus/sbforumreps.htm (accessed April 7, 2014).

32.	 Regulation A implements the small-issue exemption contained in the Securities Act. Regulation A+ is a reference to the revisions required by 
the JOBS Act. For a more detailed discussion, see David R. Burton, “Regulation A+ Proposed Rule Needs Work,” The Heritage Foundation, The 
Daily Signal, April 8, 2014,  http://dailysignal.com/2014/04/08/regulation-plus-proposed-rule-needs-work/, and David R. Burton, “Proposed 
Rule Amendments for Small and Additional Issues Exemptions under Section 3(b) of the Securities Act,” comments to SEC Secretary 
Elizabeth Murphy, March 21, 2014, http://www.sec.gov/comments/s7-11-13/s71113-52.pdf (accessed June 9, 2014).

33.	 For more information on the JOBS Act crowdfunding exemption, see David R. Burton, “SEC Crowdfunding Rules Need Work,” The Heritage 
Foundation, The Daily Signal, February 11, 2014, http://dailysignal.com/2014/02/11/sec-crowdfunding-rules-need-work/.

34.	 David R. Burton, “Regulation A+ Proposed Rule Needs Work,” The Heritage Foundation, The Daily Signal, April 8, 2014,  
http://blog.heritage.org/2014/04/08/regulation-plus-proposed-rule-needs-work/; David R. Burton, “SEC Crowdfunding Rules Need Work,” 
The Heritage Foundation, The Daily Signal, February 11, 2014, http://blog.heritage.org/2014/02/11/sec-crowdfunding-rules-need-work/; and 
David R. Burton, “Regulation D Rule Would Harm Entrepreneurs and Economic Growth,” The Heritage Foundation, The Daily Signal,  
November 13, 2013, http://blog.heritage.org/2013/11/13/regulation-d-rule-would-harm-entrepreneurs-and-economic-growth/. Each blog 
contains a link to a comment letter by the author to the SEC with detailed analysis.
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Conclusion
SEC regulations—many of which, however, 

implement statutory requirements—impose very 
high costs on companies seeking to access the pub-
lic securities markets. These costs are prohibitively 
high for small and medium-sized companies and 
impede their ability to access the capital needed to 
grow, innovate, and create jobs. Both Regulation 
S-K and Regulation S-X need to be revised to reduce 
these costs.

—David R. Burton is Senior Fellow in Economic 
Policy in the Thomas A. Roe Institute for Economic 
Policy Studies, of the Institute for Economic Freedom 
and Opportunity, at The Heritage Foundation.


