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Figure 1: Medlan Audit Feas as a Percentage of 2003 and 2004 Revenues Reported by Public Companies as of Aug. 11, 2005
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SK[E SEC 73 &

INBIR RS

2003 (all companies)
[ comparies #at did not Sie internal contral reports (20041*

[ comparies tat filed imemal ool reports (2004)°

Zoure: BAD anafysls of ALdE Anaiylios da'a.

Maote: Our analysis is based on companies” end of the fizcal year market capitalization. SEC = criteria
for categories of filers (accelerated wersus non-eccelerated filers) are based on companies’ publbic
float as of the end of their second quarter. Due to the timing diference, some of the companies
identified in this analysis as having market capitalization of lees than $75 million may have besn
eccalerated filers under SEC's citeria.
“In addition to non-acceberated filers that were granted extensions, this ndudes accelerated filera that
had not filed their intemal control reports to SEC for ressona such aa{ﬂhﬂ;:mparysﬁacal year
endad before Mowember 15, 2004, which pushed their raporting date to 2005 or early 2006, or [2)
the company was delinquent in implementing section 404.

“Some of these companies were non-accelerated filers that decided to file internal control reports
voluntarilly.
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Measured Costs and Benefits: Central Estimates and Ranges
{(Dollar Amounts Are Per $1 000 in Assets, Ranpes are in Parentheses)*

By Exchange By Size i3 Millions qf Asseis)
TS Fenture-Exchange <= 350 £50- 8500 5500 - §5,000 = 55,000
Costs 312 Fl45 152 3.2 520 306
(range) (31.0-81.5) (39.7- 5228 (3104 -8224) (B40-367) (316-525 (305-308)
Baenefitg 0.7 §38 §42 321 §l2 5035
(range) (30.2-51.8 (31.8- 35.8) (31.9- §0.7) (0.8 - 35.3) (304 -5$2.8) (301-313
Approvimare Share qf Assetz 2% % 20 Tih%
Approximate Share of Market Capitalization ®* 10% 15% M 48%
Approximare Share of Listed Irrers % 1% 14% 4% 1%
Addittonal Unmessored Benefits
Tncreased marker liquedity, which decreases mventory holding costz and leads to lower Bid-ask
spremds

Chagrall improvement i the accuracy of financial mformation, allowing thareholders o more
acourdiely dererming the value of isouers rezulting in anhanced moanthves for manggement 1o
INCrasE rug ST value

Tnerease likelthood that MIDE will be preserved

*Exchades intetlisted issuers on 3 foreizn exchange snd non-listed public isswers. Ceniral estimares are
caloulated at midpoints of paramsters and do not Lie at the centre of the estimated ranges due to the non-
linear relationship betwesn the parameters and cost and benefit estimates.

*¥* Based on samples of T5X and Venmure Exchange hsted (bt not cross-listed) public 1sswers.

= The cenfral estimates of measured costs exceed the central estmates of measured
benefits for all categories of issuers. ” Thus, using only point estimates of
measured costs and benefits, the cost-benefit analysis for this proposed policy
does not appear favourable.

"Jote that as issuer size increases, the gap between cost and benefit decreases—as one would expectina
simation where there are scale economies.
12

i

HFETITF DK, KENCEHIT D SOX 1% 404 A ZKDIREVR b EIR L- ET. &K
V2 PN B A i) BE A 7 8T o ftE] 2 LTS, (CSA Notice 52-313 (2006/03/10))
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