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Abstract

This paper reviews the current legislative changes occurred regarding
corporate finance in the United State. It is somewhat interesting that
legislative reforms does not mean deregulation automatically in the United
States.

This paper consist of four parts as follows. First, it describes the
regulatory policy and techniques adopted regarding corporate finance and
capital formation in the United States. Second, it covers the 2005
securities offering reforms in detail. Third, it address the capital formation
and supporting mechanism of small business. Fourth, it review venture
capital industry and it's function and effect to form capital to the venture
company.

In 2005, Securities and Exchange adopted rules that modifies and
advances significantly the registration, communication, and offering
processes under the Securities Act of 1933. The largest issuers tend to
have a more regular dialogue with investors and market participants
through the press and other media. SEC make a new category of issuers
- a well-known seasoned issuer- that is permitted to benefit to the
greatest degree from the modifications to rules changed regarding
communications and the registration process. In addition to the
communications exception, SEC adopted rules to establish a significantly
more flexible version of shelf registration for offerings by well known
seasoned issuers. Also SEC adopted revisions to the prospectus delivery
requirements. It adopt "access equals delivery model”, investors are

presumed to have access to the Internet, and issuers and intermediaries



can satisfy their delivery requirements if the filings or documents are
posted on a web site. Amended rules are intended to facilitate effective
access to information, wile taking into account advancements in technology
and the practicalities of the offering process. In the other hand, additional
exchange act disclosure provisions are added. These included risk factor
disclosure, compensation disclosure etc. In the review above, it is notable
that these revisions is based on the strong belief of continuing disclosure
system. The Exchange Act specifically provides for current disclosure to
maintain the timeliness and adequacy of information disclosed by issuers,
and it has significantly expanded current disclosure requirements
consistent with the provision in the Sarbanes-Oxley Act of 2002. These
changes to the Exchange Act reporting framework provide greater vigor
to the process that issuers must follow in preparing their financial
statements and Exchange Act reports. Issuers, with the involvement of
senior management must implement and evaluate disclosure controls and
procedures and internal controls over financial reporting.

Small Business, both start-ups and those dealing with growing needs
require easy access to capital in order to continue on as the catalyst for
the U.S. economy. Small business is referred to as the back bone of the
economy. Small Business Act provides for the creating of the Small
Business Administration(SBA) and establishes Small Business Innovation
Research Program. The SBA assist the entrepreneur not only in the
preparation of business plans and but also financing which the new
start-up venture might need to raise funds. In the past days, supporting
program of SBA 7(a) loan guarantee has helped a lot the small business

with higher limits. But recent days, the size of those loans are shrinking.



Instead, the government turns their eyes on the usefulness of
securitization techniques to support small business.

In addition, there are also a lot of legislative achievements to lessen
the regulatory burden on small firms. Among them, Regulatory Flexibility
Act and Small Business Regulatory Fairness Act of 1996 are very
important. Federal agencies are required to prepare and make publicly
available an initial regulatory flexibility analysis, before new rule making
as well as an estimate of the number of small entities likely to be
affected by the proposed rule. Since Small Business Regulatory Fairness
Act, there has been a marked change in agency attitudes toward
regulatory flexibility requirements.

In 1958 the U.S. Government passed legislation creating the Small
Business Investment Corporations(SBICs) to encourage investment in
small businesses. The SBIC program made two important contributions
to the development of the industry: The first contribution was its loan
guarantees, which permitted participants to leverage their private funds.
This soon left the SBIC program and established important independent
venture capital firms. There was other Federal legislation, which had a
significant impact on venture capital. The most important was a series of
changes in employee pension fund laws during the 1970s. and 1980s.
Lowering capital gains tax rates, through increasing encouraged venture
investing. In addition Investment Company act of 1940 was amended to
exempt Small Business Investment Companies with more than 100

shareholders from the provisions of the 1940 Act.
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107-100, 115 Stat. 966-972) amends the Small Business Investment Act of 1958
(SBIA) to: (1) increase the amount that the Small Business Administration (SBA) may
charge as a subsidy fee for guaranteeing the payment of a debenture from 1.0 to 1.38
percent of the debenture amount; and (2) extend through fiscal year 2001 the debenture
maturity period.

It amends the Financial Institutions Reform, Recovery, and Enforcement Act of 1989
to provide civil penalties for false statements or representations of securities for
purposes of influencing SBA actions.
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It reduces, for a two-year period beginning on 1 October 2002: (1) the guarantee fee
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treatment of loans and financings made to small businesses during such period. It
makes this section effective only upon the availability of appropriated funds to offset
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