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Dear Mr. Cockman:

and the Secm‘ty and Exchange Commission’s (SEC’s) Regulation SHO., Receiving your ideas

As you may know, short selling of stock is the common and legal practice in which short
scllers borrow stock, scll it, and attempt to profit by buying back the same stock at a lower cost.
Short sclling is usefirl tool to identify stocks that are overvalued and helps to establish their prices
in an economically cfficient manncr, .

In 2004, the SEC adopted Regulation SHO, which took effect on January 3, 2005.

Regulation SHO provides a new uniform national standard to prevent naked short selling. The

- regulation requires that brokers must be able to verify that they have cither borrowed the .
sccuritics they sell or have a documented arrangement to borrow them, or have a legitimatc
rcason to believe that they can access and deliver the sccuritics to the buyer by the due datc, with
documentation to prove that this is the casc. I understand that many people are conceined aboyt
the SEC’s enforcement of this rcgulation. Because Regulation SHO is so new, 1 believe that we
must give the SEC time to fully implcment its system for cnforcement. If, however, Regulation

SHO docs not prove to be effective at preventing the naked short sclling of stocks, Congress may
need to address this problem and work to find a better solution for the long term. . -

‘ Thank you again for taking the time to share your idcas and concerns. If1 can be of
further assistance, plcase do not hesitate to contact me.

With my warmest best wishes,
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