
Alpin!~ lyt[cs f'1anagement Croup, LLC 
August 31, 2006 

The Honorable Christopher Cox 
Chairman 
Securities and Exchange Commission 
1 00 F Street, NE 
Washington, D.C. 20549 

Dear Chairman Cox: 

230 Park Avenue, Suite 934 
New York, NY 10169 

Tel: 646.536.3744 
Fax: 646.201.9238 

I. Transparency- Disclose the Volume of Fails. The SEC should amend Regulation SHO so 
that the aggregate volume off~il,ures to deliver is reported daily for each threshold security. I 

· completely agree .With Commissioner Atkins' statement that aggregate fail data should be 
disclosed. Sunshine is the great disinfectant and more transparency will lead to the elimination 
of abuses and to more investor confidence and security. Without this full disclosure, it is difficult 
to kti.ow the level of "naked shorting" and its risk to the capital markets. 

2. Ownership- Require a Pre-Borrow for All Short Sales. The SEC should require that before 
any seller can short sell a stock, that seller must either have the stock in hispossession (and have 
the right to sell it) or have entered into a bona fide contract to borrow the stock in advance of the 
sale. This step alone should prevent the majority of purposeful and strategic fails to deliver. The 
current rules that allow the stock to be located (but not borrowed) allow for one share to be 
"located" multiple times without it actually ever being borrowed. These loose rules allow 
abusive shon-seliers to frequently never deliver stocks they sell, but rather postpone trade 
closures indefinitely. 

The SEC must continue to protect innocent investors and public companies by minimizing the 
manipulation of our capital markets. The interests of abusive shof1:-selling hedge funds must not 
be placed ahead of investors and employees who often depend on these companies for their 
livelihood and retirement. 

Sin~erely, .•. ?~ 

r y;l~~ Capital Partners. LP 
,____.  . . . . . 

Seth L Blumenthal 
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