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There are numerous bills attacking costs to
Issuers, but the lack of an aftermarket support
model (revenue to dealers) iIs the key problem
that must be addressed!

e H.R. 1070—Passed House: 421-1
— Enhanced Reg. A bill takes cap from $5 million to $50 million

e H.R. 1965—Passed House: 420-2

— Raises threshold for banks from 500 to 2,000 shareholders
before registration is triggered

e H.R. 2940—Passed House: 413-11

— Repeal of the prohibition against general solicitation in Reg. D
offerings

e H.R. 2930—Passed House: 407-17

— Crowdfunding exemption for up to $1 million without an audit and
$2 million with an audit
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The small IPO market collapsed with the
OHRs and Reg. ATS (loss of B/D incentives)

As seen In the study "Market structure is causing the IPO crisis—
and more"
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This led to a catastrophic fall in the number of
listed companies (45%)
As seen in the study "A wake up call for America'*
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*March 16, 2011; House Financial Services Committee “Hearing on Legislative Proposals to Promote Job Growth, Capital Formation and Market Certainty” statement by David Weild
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We believe the loss of small IPOs is a major
contributor to job loss in the United States

As seen |n the study "Market structure is causing the IPO crisis—
and more"
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We should be approaching 1,000 IPOs/year
and < 5% unemployment

mmU.S. IPOs (Actual) mmU.S. IPOs (Projected)
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We should have enjoyed a venture-backed post

1990s 'IPO Echo Boom," but the OHRs and
Reg. ATS short-circuited it
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Small IPOs (venture, private equity, other) have
disappeared no matter what the source—this is
an American problem not confined to venture
capital

Venture CapitalBacked ™ Private Equity Backed W Other

IPOs in 1991 IPOs in 2010

34%

29%

27%

39% 41%

Source: Capital Markets Advisory Partners, Ritter, Jay, “Initial Public Offerings: Tables Updated Through 2010,” June 1, 2011
Excludes IPOs below $5.00 per share, unit offers, ADRs, closed-end funds, LPs, SPACs, REITs, bank and S&Ls
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Online brokerage enabled the Dot Com
Bubble—not renegade analysts—the OHRs and
Reg. ATS likely enabled the Dot Com Bubble
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IPOs take > 3 times as long to get through the
SEC than they did 20 years ago
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IPO success rates have been in sustained
decline for nearly two decades, despite deals
that are increasing in average size and maturity

Success rate of trailing 30 IPO filings [
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Less than one-third of very small IPOs (< $50
million) are successful in today’s market
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IPOs that raise $50-$100 million
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IPOs that raise $100-$250 million
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IPOs that raise $250-$500 million

Success rate of trailing 30 IPO filings
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IPOs > $500 million have demonstrated the
steepest decline of all
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Loss of the Ecosystem: Underwriting Groups
Microsoft’s IPO (1986) vs. LinkedIn’s IPO (2011)
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—————————
Microsoft IPO: $58,695.000 March 13, 1986

Underwriter Table from Final Prospectus 116 Underwriters (p. 1 of 3)

Number of Number of
Underwriter Shares Underwriter Shares

Goldman, Sachs & Co...oivei i e 440,500 Kleinwort, Benson Incorporated.............................. 15,000
Alex. Brown & Sons Incorporated.............................. 440,500 Ladenburg, Thalmann & Co. Ine.......................... 15,000
ABD Securities Corporation.........ooeviiiiieiieieieeienennn 15,000 Cyrus J. Lawrence Incorporated....................... 6,000
Advest, InC. . ... o, 15,000 Lazard Fréres & Co...ooooviiiiiiii i 42,000
Allen & Company Incorporated..................ooiiin. 15,000 Legg Mason Wood Walker Incorporated.................... 15,000
Arnhold and 8. Bleichroeder, Inc................................. 15,000 MeDonald & Company................ooiiiii 15,000
Robert W. Baird & Co. Incorporated....................ooeeas 15,000 Merrill Lynch, Pierce, Fenner & Siith Incorporated....... 42,000
Baker, Watts & Co. ... e 6,000 Montgomery Securities. .........ooiiiiiiiiiiii e 42,000
Banque de Neuflize, Schlumber, Mallet......................... 15,000 Moore & Schley Capital Corporation........................ 6,000
Barclays Merchant Bank Tamited................................. 6,000 Morgan Grenfell & Co. Lamited.............................. 15,000
Bateman Fichler, Hill Richards Incorporated................... 15,000 Morgan Keegan & Company, Inc..........oooviiieiinnnnn. 6,000
Bear, Stearns & Co. INC....ccovvviiiiiiiiiic e 42,000 Morgan Stanley & Co. Incorporated................ocoveee. 42,000
Sanford C. Bernstein & Co., Inc.......c.ooovviiiiiieiiiinnnnn, 15,000 Moseley, Hallgarten, Estabrook & WeedenIne............. 15,000
Birr, Wilson & Co., InC....ooii i e 6,000 Needham & Company, Inc.......c.oooviiiiiiiiiiiininnn, 6,000
William Blair & Company.............oooiiiiiiiiiiian, 15,000 Neuberger & Berman. ... 6,000
Blunt Ellis & Loewi Incorporated.................cooviiienni. 15,000 W. H. Newbold’s Son & Co., Inc....oooovivviiiiiin i, 6.000
Boettcher & Company, Ine...........ooooiiiiiiiiiiiiinn 15,000 Newhard, Cook & Co. Incorporated.......................... 6,000
J. C. Bradford & Co., Incorporated....................ooiils 15,000 The Nikko Securities Co. Intemational, Inc.................. 6,000
Brean Murray, Foster Securities Inc..........ooovviieiniininn. 6,000 Nomura Securities International, Ine..............ccceeee 6,000
Butcher & SingerIne.............oiii 15,000 The Ohio Company...........c.ooiiiiiiiiiiiiiieen. 15,000
Cable, Howse & Ragen.........cooooiiiiiiiiiiiiieee e, 42,000 Oppenheimer & Co., Ine.....ooooiiiiiiiiiiii s 15,000
Carolina Securities Corporation.................ocooiiiiiin... 6,000 PaineWebber Tncorporated........................... 42,000

Source: Microsoft IPO Final Prospectus e
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—————————
Microsoft IPO: $58,695.000 March 13, 1986

Underwriter Table from Final Prospectus 116 underwriters (p. 2 of 3)

Cazenove InC...... ... i, 6,000 Parker/Hunter Incorporated....................oat. 6,000
The Chicago Corporation........cov.vevvieiiiieiiiineneeiennans 6,000 Pietet & Cle...vininiiiiiiiiiiii i e naee e 6,000
CoWen & Con it i e 15,000 Piper, Jaffray & Hopwood Incorporated..................... 15,000
Credit Commercial de France.................................... 15,000 Prescott, Ball & Turben, Inc.................................. 15,000
Dain Bosworth Incorporated............coooviiiiiiiiiiiiinnienn. 15,000 Prudential-Bache SecuritiesIne.........ccooiveviiiiiinnnnnn. 42,000
Daiwa Securities AmericaIne..........cocoviiiiiiiiiieennnen. 6,000 Rauscher Pierce Refsnes, Inc.......c.coooeeviiiiiiiiiieinnnnnn. 15,000
D.A. Davidson & Co. Incorporated.............................. 6,000 Raymond, James & Associates, Ine................. 6,000
Deutsche Bank Capital Corporation...........cocovveiiviennnnnn. 15,000 Robertson, Colman & Stephens.............oooeviiiiinnni 42,000
B.G. Dickinson & Co..vvviiniiiiiiiii i viieeieeeeee 6,000 The Robinson-Humphrey Company, In¢..................... 15,000
Dillon, Read & Co. Inc..ooovviiii i cneee s 42,000 Rotan Mosle Inc.. .o e 15,000
Doft & Co.,Inc...ooiniiiiii i, 6,000 RothschildIne..... ... 15,000
Donaldson, Lufkin & Jenrette Securities Corporation......... 42,000 L. F. Rothschild, Unterberg, Towbin, Inc.................... 42,000
Drexel Burnham Lambert Incorporated......................... 42,000 R. Rowland & Co., Incorporated............................ 6,000
Eberstadt Fleming Ine.................oiii 15,000 Sal. Oppenheim Jr. & Cie......ooiiii i, 6,000
A G Edwards & Sons, Inc.....................iiii 15,000 Salomon BrothersInc........................ii. 42,000
Eppler, Guerin & Turner, Ine..........ooovieiiiiiiiiin . 15,000 J. Henry Schroder Wagg & Co. Limited..................... 15,000
EuroPartners Securities Corporation...............ccooeevinen. 15,000 Seidler Amdec Secunities Inc...........coooL 6.000
First Albany Corporation...........coooiiiiiiiiiiiiiin e, 6,000 Shearson Lehman Brothers Tne...................oL 42,000
The First Boston Corporation..........coovvvvviiiiiiiieninnens 42,000 Sogen Securities Corporation.........covvveviiiivieneiiennnn 15,000
First Manhattan Co.......oooviiiiiiiiiiiiii i e 6,000 Stephens INe......coovvviiii i e 15,000
First Southwest Company..........ccoovvvieiiiiiiiieen e 15,000 Stifel, Nicolaus & Company, Incorporated.................. 15,000
Furman Selz Mager Dietz & Birney Incorporated............. 15,000 Sutro & Co. Incorporated..........ccoeiiiiiiiiiiiiiiii 15,000

Source: Microsoft IPO Final Prospectus "
© Grant Thornton and Capital Markets Advisory Partners. May be used in whole or irlléjart, with attribution. Q G[’antThDrntﬂﬂ



———————
Microsoft IPO: $58,695.000 March 13, 1986

Underwriter Table from Final Prospectus 116 underwriters (p. 3 of 3)

Furman Selz Mager Dietz & Birney Incorporated............. 15,000 Sutro & Co. Incorporated............ocooviiiiiiiiiiiiiie 15,000
Gruntal & Co., Incorporated.......................... 15,000 Swergold, Chefitz & Sinsabaugh, Inc........................ 6,000
Hambrecht & Quist Incorporated.............ooooiiiiiininn. 42,000 Swiss Bank Corporation International Securities Ine....... 15,000
Hill Samuel & Co. Limited...........cooviiiiiiiiiiiieeans 15,000 Thomson McKinnon SecuritiesIne...........ooovvvinnnnnn.n 15,000
J.J.B. Hilliard, W. L. Lyons, Ine..........coooviiieiiinnnenn 6,000 Tucker, Anthony & R. L. Day, Inc..........ccovveeiieninnie 15,000
Hoare Govett Lamited........ooooiiiiiiiii i 6,000 UBS Securities Ine.....oooviiiiii i e ciiee e 15,000
Howard, Weil, Labouisse, Friedrichs Incorporated............ 15,000 Underwood, Neuhaus & Co. Incorporated .................. 15,000
E.F. Hutton & Company Ine.........cooooeiiiiiiiiiienninnenn 42,000 Vereins-und Westbank A.G................. 6,000
Interstate Securities Corporation............c.cooievieiieinnn.... 15,000 Wedbush, Noble, Cooke, Inc........................oool 6,000
Investment Corporation of Virgima................oooienn . 6,000 Wertheim & Co., Inc....o.ooviiiii i e 42,000
Janney Montgomery ScottIne.............ooll 15,000 Wheat, First Securities, Inc........................oolllL. 15,000
Johnson, Lane, Space, Smith & Co., Inc........................ 6,000 Dean Witter Reynolds Ine.............oon, 42,000
Johnston, Lemon & Co. Incorporated...................cooeils 6,000 Yamaich International (Amenea), Inc....................... 6,000
Josephthal & Co. Incorporated.............................. 15,000 Total. ..o 2,795,000
Eidder, Peabody & Co. Incorporated.................oooeiniiie 42,000

Source: Microsoft IPO Final Prospectus
© Grant Thornton and Capital Markets Advisory Partners. May be used in whole or irzléjart, with attribution. Q G[’antThDrntﬂﬂ



R B SESEE
LinkedIn IPO: $352,800,000 May 18, 2011

Underwriter Table from Final Prospectus 5 underwriters

Number of
Shares

Morgan Stanley & Co. Incorporated 3,654 800
MDMermnll Lynch, Pierce, Fenner & Smith

Incorporated 1411200

JP. Morgan Secunties LLC 1411200

Allen & Company LLC 040,300

UES Secunties LLC 392,000

Total: 1.840.000

Source: LinkedIn IPO Final Prospectus
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An Issuer Bill of Rights

Issuers deserve transparency in the trading of their shares

— Provide issuers with the names of all investors that have transacted, long and short,
in their stock, within 7 days of trading.

— All funds down to $10 million in size should report holdings (long and short) at least
guarterly. This would ease investor targeting for small cap issuers.

» |ssuers deserve choice in how the market in their shares is made and
supported

— Issuer Boards of Directors should be allowed to determine ‘tick size’ which would cost
little to implement and provide an important tool to impact support (research, sales
and capital) and modulate speculative trading and volatility.

» |ssuers should have increased representation within the Division of Trading &
Markets

— There should be strong representation for both small companies and large
companies in decisions that impact the trading and support of their shares.

» Issuers (and Americans) deserve a sub-$2 billion market cap stock market
structured to create focus on capital formation and job creation (see Wall Street
Journal Op-ed dated October 28, 2011, entitled “How to Revive Small-Cap
IPOSs”)
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IPOs that have priced within 1 year of filing—
trailing 30 filings
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IPOs that have priced at or above the low end of
the range—trailing 30 filings
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trailing 30 filings

IPOs that are trading at or above issue price 30

days after pricing
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Grant Thornton International Ltd

About Grant Thornton
International Ltd

Grant Thornton International Ltd
is one of the world's leading
organizations of independently
owned and managed accounting
and consulting firms. These firms
provide assurance, tax and
specialist advisory services to
privately held businesses and public
interest entities. Clients of member
and correspondent firms can
access the knowledge and
experience of more than 2,400
partners in over 100 countries and
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high quality and personalized
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activities of any other. But each
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standards and values represented
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Grant Thornton LLP at-a-glance

e the U.S. member firm of Grant Thornton
International Ltd, founded in 1924

e 52 offices nationwide

e serving 10,000+ clients S ——
International Ltd* Grant Thornton LLP**
Revenues US $3.7 billion $1.1 billion
Personnel 29,974 5,094
Partners 2,511 540
Offices 438 52
Statistics as of: Sep. 30, 2010 July 31, 2011

* Collective figures of Grant Thornton International Ltd
member firms
**1J.S. member firm of Grant Thornton International Ltd

© Grant Thornton and Capital Markets Advisory Partners. May be used in whole or irzlgjart, with attribution. Q GrantThDrntDn



Grant Thornton LLP at-a-glance

Capital Markets Resources
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today's capital markets issues
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Capital Markets Advisory Partners

About Capital Markets Advisory Partners, LLC

Capital Markets Advisory Partners is an advisor, thought leader and
innovator in the capital markets. We serve issuers, investment
managers, investment banks and stock exchanges in areas that
intersect capital formation, including initial public offerings, follow-
on offerings, mergers and acquisitions, fund launches, fund raises
and investor outreach. Collectively, we bring hundreds of years of
experience from leading institutions.

Studies authored by two of our principals (David Weild and Edward
Kim) and supported and published by the major accounting, tax
and advisory firm of Grant Thornton have been entered into the
Congressional Record and the Federal Register and our principals
have participated in or testified in front of:

» The NYSE and National Venture Capital Association’s (NVCA)
Blue Ribbon Panel to restore liquidity in the US venture capital
industry (2009)

» The CFTC-SEC Joint Panel on Emerging Regulatory Issues
(2010)

» The House Financial Services Committee’s Subcommittee on
Capital Markets (2011)

» The U.S. Treasury’s Capital Formation Conference (2011)

These studies, supported and published by Grant Thornton, have
been cited by Members of Congress and Regulators in the US and
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overseas and by leading publications including, The Economist,
Forbes, The Financial Times, The New York Times and The Wall
Street Journal.

Recently, this work was also cited in:

* The President’s Council on Jobs and Competitiveness (Jobs
Council) Interim Report led by Jeffrey Immelt of General Electric

» The IPO Task Force Report to the US Treasury, led by Kate
Mitchell, past Chairman of the National Venture Capital
Association.

Capital Markets Advisory Partners was founded by David Weild, the
former vice chairman and head of listed companies and related
businesses at NASDAQ and former head of equity capital markets
and corporate finance at Prudential Securities. David also serves as
Chairman of the Small Business Financing Crisis Task Force of the
ISEEE (International Stock Exchange Executives Emeriti).
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