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January 10, 2005

Ms. Cecelia D. Blye

Director

Office of Global Security Risk

U.S. Securities and Exchange Commission (SEC)

450 Fifth Street, NW

Washington, DC 20549-0609

Dear Ms. Blye: 

Thank you for taking the time to meet with representatives of our organizations on December 13, 2004 to discuss the activities of the Office of Global Security Risk (“OGSR”). We appreciate your willingness to share your plans with us and for providing us the opportunity to offer our thoughts on what may be most helpful to public plans and other institutional investors. 

First and foremost, we were pleased to learn that your office is sharing information and coordinating with other appropriate federal agencies—such as the Departments of Homeland Security, Treasury and State—to better identify company activities that may pose national security risks. As we have stated, the federal government is the only credible centralized source with the capability of understanding the national security implications of company operations and directing appropriate prohibitions and sanctions against these companies. 

Congress created OGSR not only to ensure the sharing of relevant information throughout the federal government, but also to be certain that appropriate information is provided to investors. Congress explicitly tasked OGSR with ensuring that all companies sold on U.S. exchanges disclose operations in State Department-designated terrorist-sponsoring states in order to identify risks to corporate share value and reputation stemming from business interests in these higher-risk countries. At our meeting, OGSR explained that it will comply with this Congressional mandate by requiring companies to disclose material operations in countries listed by the federal government as terrorist-sponsoring states. OGSR stated that it will be reviewing, and offering comments on, information provided to the SEC in public company filings, and that OGSR’s recommendation to investors is that they rely on existing annual and quarterly 10-K and 10-Q filings as well as the published SEC comment letters as sources of information for purposes of analyzing these types of risks.

While we are appreciative of the added federal coordination and review of company filings by OGSR, we believe additional steps should be taken to make information more easily attainable by investors. Per your suggestion, we wish to reiterate the recommendations outlined at our meeting: 
· Mandate readily accessible disclosures via a unique filing type or a unique header in 10-K or 10-Q filings. While companies will be required to disclose the existence of any material activities in terrorist-sponsoring countries in the annual and quarterly 10-K and 10-Q filings, OGSR noted that the SEC’s current rules do not mandate that disclosure be provided in a specific place or under a special header in the filings.

· Provide a searchable, publicly available database—predicated on the coordinated work of the SEC and other federal departments/agencies involved with homeland security issues—of public companies with material business or operations in countries classified as supporting terrorism or subject to sanctions. We believe a federal database is most appropriate as fee-based lists provided by private organizations can have a high degree of subjectivity and may not include credible or authoritative information sanctioned by the federal government. They are also not without significant transaction costs and investment implications. Risks to corporate share value and reputation stemming from business interests in higher-risk countries cannot be properly assessed unless the information is credible, transparent and readily available.

We appreciate having had the opportunity to meet with you to discuss OGSR’s initiatives and to begin what we hope will be an ongoing important dialogue. We are very hopeful that the work of your office will ultimately result in information being available to investors that is both useful and easily accessible. We look forward to continuing discussions on this important topic and hope that you will look to our organizations as a valuable resource.  

Should you have any questions, or need additional information, we urge you to contact our representatives in Washington, DC:

Chris Allen, National Association of State Treasurers, (202) 624-8595, callen@nast.org 

Cornelia Chebinou, National Association of State Auditors, Comptrollers and Treasurers, (202) 624-5451, cchebinou@nasact.org 

Jeannine Markoe Raymond, National Association of State Retirement Administrators, (202) 624-1417, jeannine@nasra.org 

Gerri Madrid-Davis, National Conference of State Legislatures, (202) 624-8670, gerri.madrid@ncsl.org


Cynthia Moore, National Council on Teacher Retirement, (703) 243-1667, cmoore@nctr.org 

Fred Nesbitt and Hank Kim, National Conference on Public Employee Retirement Systems, (202) 624-1456, fred@ncpers.org, hank@ncpers.org 

cc:


Alan L. Beller, Director, Division of Corporation Finance

National Association of State Auditors, Comptrollers and Treasurers ▪  www.nasact.org 

National Association of State Retirement Administrators ▪  www.nasra.org

National Association of State Treasurers ▪  www.nast.org

National Conference on Public Employee Retirement Systems ▪  www.ncpers.org

National Conference of State Legislatures ▪  www.ncsl.org

National Council on Teacher Retirement ▪  www.nctr.org


