





























Financial Accounting Standards Board
January 30, 2003
Page 10 0of 29

participant in the rewards of ownership, and I firmly believe that the effect
is reflected through the dilution of ownership rather than a straight
forward employee expense.” Letter, December 14, 2001, at 2.

Walter Schuetze, the former Chief Accountant for the SEC under Chairman Arthur Levitt
and former FASB Board member, agrees that employee stock options should not be expensed for
technical accounting reasons, and so informed the Senate Committee on Banking, Housing, and
Urban Affairs: “There is no cost to the corporation.” “The cost is that of the owners of the
capital as shown in the reduction of their percentage ownership of the corporation.” To treat the
issuance of employee options as an expense would not be accounting for what actually
happened. We agree with Mr. Schuetze that “accounting should be based on the facts of what
was and what is, not what might have been if something that was not done had been done.”
Letter dated March 25, 2002, at 3.

While some members of the Board and the IASB, as well as some other accounting
experts, may disagree with this conclusion, the fact is that there is no consensus among
accounting experts that employee stock options constitute an expense, and in fact, it is a subject
of serious controversy and continuing debate. Accordingly, the flexible approach set forth in
Statement No. 123 is appropriate. Any mandatory expensing standard should be rejected.

Empirical Evidence Establishes That Employee Stock Options Are Not Compensation

In a seminal work on employee stock options published just three weeks ago, Rutgers
University Professors Joseph Blasi and Douglas Kruse and Business Week Senior Editor Aaron

Bernstein prove, through clear empirical evidence, that, contrary to the claims made by
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mandatory expensing advocates, employee stock options for everyone except perhaps the highest
level executives are not compensation from an economic standpoint.

According to Drs. Blasi and Kruse, “[t]here are only three significant studies of stock
options plans that include most or all employees.” In the Company of Owners: The Truth About
Stock Options and Why Every Employee Should Have Them, Blasi, Kruse, Bernstein (Basic
Books 2003), at 170. Indeed, all of these studies are quite recent. Drs. Blasi and Kruse, together
with James Sesil of Rutgers University and Maya Kroumova of the New York Institute of
Technology, published a study in 2000 that examined 490 companies, in a variety of industries
(except that no High Tech 1003 companies were included in the study), that granted stock options
to most or all of their employees. These companies had average sales of $3 billion and had an
average of 14,000 workers. That same group conducted a follow-up study of 229 “knowledge
industry” companies out of the original sample in 2002. The third study was conducted in 2001
by three professors at the University of Pennsylvania’s Wharton School of Business. This study
looked at 217 high-tech firms with a median market capitalization of $1.6 billion in 1999. Based
on these studies, the authors conclude:

From the standpoint of employees, partnership capitalism offers the prospect of

significant capital gains. There is a widespread notion in the United States today

that employee stock options are just another form of compensation, like salaries

and benefits. Many experts made this point repeatedly during the national debate
on stock options that arose after the failure of Enron in early 2002.

* * * *

3 For purposes of the study, High Tech 100 firms were defined as the 100 largest public
companies (by market value) that generally derive more than half of their sales through
the Internet. In the Company of Owners, at 180 and Appendix A.
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We believe this view fundamentally misunderstands the nature of employee
ownership in general and stock options in particular, at least regarding average
employees. Far from being compensation for labor performed, options are
instead a form of capital income. 10eY represent risk sharing based on joint
property ownership. Options turn employees into economic partners in the
enterprise. As such, they stand to share in the stock appreciation that they help to
bring about. Essentially, options offers employees a way to become shareholders
by spending their human capital instead of their cash. They’re still employees and
they still get paid their regular wages and benefits. But options provide an
additional dimension to their employment relationship, allowing workers to
participate in both the risks and the rewards of property ownership.

* * * *

There’s substantial economic evidence that options bring workers capital
rather than labor income....[TThe earnings workers get from options comes
on top of their regular market wage- It’s true that some high-tech firms, the
ones that engage in wage substitution, do effectively require workers to pony up
their own money to become property owners. These firms basically get
employees to buy their options with a part of their salary. But this isn’t a
necessary feature of employee options, or a usual one.

* * * *

Several studies demonstrate this. For example, the point came though clearly in
the study of the 490 non-Internet firms with broad-based option plans. On
average, they paid their employees about 8 percent more than all other public
companies between 1985 and 1987, when most of them set up their option plans.
A decade later, they still paid about 8 percent more, excluding the money workers
got from options. In other words, these employees got option income on top of
the same pay hikes everyone else in the United States had received over the
decade-

In the Company of Owners: at 214-15 (emphasis added). Thus, there now exists substantial
empirical economic evidence to support the conclusion that employee stock options are not
necessarily a form of compensation. Based on this and other evidence, Blasi recently stated: “It
would be a sorry conclusion . . . if the result of two years of homrible scandals in American

corporations and an unprecedented public demand for corporate reform is that the accountants
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persuade us to eliminate broad-based ownership for technology companies and other companies .
.. .There is a good way to apply stock options and employee ownership.” Schwanhausser,
“Stock Options Benefited Workers,” The San Jose Mercury News, January 9, 2003.

Existing Option Pricing Models Generate Inaccurate And Misleading Information

The various questions posed by the Board in Issue 2 of the Invitation focus on the use of
option pricing models for measurement purposes. The questions necessarily presume that
existing option pricing models can reliably measure the value of something they were never
intended to value. That presumption is fatally flawed.

Current option pricing models were designed to value short term, freely-tradable stock
options — not employee stock options. Setting aside for a moment the critical difference between
an option’s value to an employee and its cost to the company, many of the unique aspects of
employee stock options cannot be reliably addressed by option pricing models designed
specifically for other use or in the current valuation standard of FASB Statement No. 123. The
adjustments to Black-Scholes and binomial models proposed by the IASB are insufficient to
address this issue fully. Existing models do not properly account for the fact that employee
options generally have a long life, vest over time, are not freely tradable, are subject to
forfeiture,* and may be subject to external and internal company policy with respect to timing of
exercise (such as insider trading restrictions). Moreover, the required estimate of stock volatility,
which generally has one of the largest impacts on the valuation model, requires the company to

predict the future — and it is inevitable that any estimate will be wildly wrong far more often than

4 In response to Issue 7, estimating forfeitures with no truing up, as proposed by the IASB,
would certainly make any reported number (whether as an expense or in a footnote) even
less reliable than use of the current rules in Statement No. 123.
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it will be even close to right. While existing option pricing models work well to value what they
were intended to value — freely tradable, exchange-based options — simply put, they cannot
reliably or meaningfully measure the value of employee stock options — or, by definition, be used
to estimate any corporate level expense associated with their issuance. Indeed, current option
pricing models require a prediction of employee behavior, thereby making the models even more
unreliable in the context of employee stock options.
Many comments to the G4+1 Paper also conclude that valuation is highly subjective and
problematic. For example:
. Deloitte Touche Tohmatsu stated: “we have significant reservations about
whether option-pricing models or any other valuation models can reliably
and objectively estimate the fair value of stock options.” Letter, August
12, 2000, at Appendix 1.
. PricewaterhouseCoopers concurred: “Share-based payments, especially
options, suffer also from reliability problems. As proposed, a requirement
to calculate a fair value of an option could be met in a number of different
ways. Even if it is specified that the Black/Scholes method should be
used, there is still considerable judgment to be applied, and hence
problems of lack of comparability of the results obtained by different
companies will arise.” Letter, October 31, 2000, at 5.
KPMG International and Ernst & Young focused on what we view as one of the most significant
problems with the use of current option pricing models — volatility. KPMG focused on the

problem associated with newly emerging companies:
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We do not question the theoretical validity of the option pricing formulae: the
problem is that they depend on several market-related inputs and the result is less
reliable than observable market prices. Extending the use of pricing formula to
employee options will involve additional inputs and raises additional reliability
(and verifiability) issues. In many cases, moreover, the historical data on which
the formula depends will simply not be there: the specific volatility of shares that
have been listed only recently is only one example.

Letter, December 20, 2000, at 3-4. Despite all of the other shortcomings of using option pricing

models to value employee options, we fail to see how the IASB could rationally propose that

newly emerging companies use a volatility factor other than zero.’

Ernst & Young focused on the broader issues associated with volatility:

An additional concern we have with the use of option-pricing models is their
semsitivity to relatively small changes to the subjective input variables, most
significantly, the expected volatility of the underlying shares.

* * * *

For example, in one scenario, increasing the estimate of volatility for 30 percent
to 40 percent for an option with a five-year expected life and a two percent
expected dividend yield increases the calculated fair value of the share option by
24 percent. In addition to estimated expected volatilities, companies also would
be required to estimate expected dividend yields. Using the same example,
decreasing the expected dividend yield to one percent further increases the fair
value of the share option by another another 16 percent. As a result of the
models’ sensitivity to relatively small changes in the input variables, companies in
similar circumstances could assign materially different fair values to their options.
We do not believe that such differences would enhance the usefulness of financial
statements for investment and credit decisions.

* * * *

5 We do not, however, believe that using a zero volatility factor computes the “minimum
value,” let alone the required fair value of the options, even from the employee’s
viewpoint, because of the lack of transferability that exists and the necessary impact that
that factor must have on valuation.
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In short, we believe that the use of option-pricing models will result in highly

unreliable estimates of the fair value of share options (generally overstating their

value), with no opportunity to “true up” those amounts in the future.

Letter, January 21, 2002, p. 4.

Other expert respondents to the G4+1 Paper concurred with these overall comments:

. State Street Bank wrote “During the rapid rise of market returns in 1998 and 1999
and the subsequent decline in 2000, option value fluctuations would neither have
corresponded to the market volatility nor represented the value companies

»

intended proving that option valuation models do not work.” Letter, December
19,2001, at 1.

. J.C. Penney commented: * . . . the complexities of measuring the value using
option pricing models raise significant questions over financial statement
recognition. Stock option pricing models were developed to price options that
trade in the open marketplace and do not take into consideration important
restrictions placed on employee stock options that severely limit the ability of an
optionee to sell or otherwise trade shares of stock acquired through an option
exercise. As a result, the option pricing models do not represent a fair valuation
of employee stock options and would not be adequate for financial statement
recognition purposes.” Letter, December 14, 2001, at 2.

Many members of the IESOC are in highly volatile industries. The higher a stock’s

volatility, of course, the higher the value computed under current option pricing models — even if

that volatility is moving the price of the stock consistently downward. As a result, the valuations
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generated by existing option pricing models simply make no sense. To illustrate, take the

following example:
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Assuming all other option model inputs are identical, simply because it is more volatile, current
option pricing models will consistently compute a higher value at the date of grant for the stock
option represented by the bottom line, even though any rational person would clearly view an
opti;)n on a stock represented by the top line as more valuable. Of course, this means that the
computed value of the options could be materially overstated or understated depending upon
which way the price of the more volatile stock is moving. In any case, however, the computed
“value” of the options, the presumed “cost” of the option to the issuing company, and the
resulting expense will necessarily be wrong. Even if one believed that the “fair value” of an
option is an appropriate item to record as an expense, the truth of the matter is that the valuations
determined using current option pricing models simply cannot reliably measure the “fair value”

of an employee stock option.
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For companies that issue only a small number of employee stock options (usually only to
top officers), the inaccuracies that result through application of existing option pricing models
may not be as troublesome simply because the expense figure itself may not be material to the
company’s financial statements as a whole. Put differently, the number will still be wrong, but
that wrong number is not material to the company’s financial statements. This is apparently the
case with many of the companies that voluntarily chose to expense their employee stock options
last year. However, for companies like many of the IESOC’s members that issue a substantial
number of options and grant the bulk of the stock options to most or all employees, use of
current option pricing models will result in material errors in their financial statements if the
companies are required to expense employee stock options based on a modified Black-Scholes
model, or other comparable pricing models or existing binomial models.

Williams Sahlman, professor of Business Administration at Harvard Business School
agrees with our conclusion: “[i]f anything, expensing options may lead to an even more
distorted picture of a company’s economic condition and cash flows than financial statements
currently paint. Expensing Options Solves Nothing, Harvard Business Review, December 2002.
Laura D’Andrea Tyson, former Chair of the White House Council of Economic Advisors, has
concluded similarly:

“[Clurrent accounting rules already require the disclosure of enough data on
options to allow the investor community to assess both their dilutive and their
positive incentive effects on a company’s stock....[Tthe expensing of options

poses formidable technical challenges. A cash compensation package has a

certain value whose effect on corporate earnings is certain. The value of a stock

option plan depends on the plan’s vesting and exercising periods, the volatility of

the underlying stock price over the life of the option plan, and the timing of
decisions to exercise their options. So requiring the expensing of options could
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have the unintended effect of making corporate financial statements more
misleading.”

Don’t Throw Out Options Because Investors Took A Bath, Business Week, April 29, 2002.

The Real Cost of Options Is Shareholder Dilution As Reflected In EPS

The TESOC and other experts continue to find that the true “cost” of employee stock
options is borne by existing shareholders in the form of potential dilution. Therefore, the
appropriate way to reflect the “cost” of employee stock options is through consistent and
extensive disclosures of the potential impact of employee stock options on earnings per share, as
well as other meaningful information. We agree with the comments of Anheuser Busch’s Vice
President and Controller in response to the G4+1 Paper:

The real cost of stock options is the dilution suffered by existing shareholders.
This cost is already reflected in diluted earnings per share, which is the
preeminent performance measure followed by analysts and investors. Because
dilution of earnings per share translates directly into dilution in market share
price, all other things being equal, the true cost of stock options is already
reflected in the market price.

* * * *

If an additional expense were to be imposed on diluted earnings per share through
the fair value method advocated in the Special Report, the result would be a
double counting of stock option costs.

Letter, December 21, 2001, at 4. Similarly, the American Benefits Counsel wrote:

We continue our strong support for a disclosure-based standard because many of
us do not believe that stock options are an appropriate compensation expense. To
the contrary, we believe that the cost of stock options is borne by shareholders in
the form of potential dilution. In any case, even if stock options should, in theory,
be expensed, no reliable fair value method has been found to measure that value
in a way that would not be misleading to investors.
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Letter, December 14, 2001, at 1. Baker & McKenzie agreed: “The operation of an
employee share scheme fundamentally involves the dilution of other shareholders’
holdings. The potential gain from a share option is highly speculative and cannot
realistically be ascribed to services. There is no certainty that an option will result in any
gain .. ..” Letter, January 2, 2002, at 1. Along these same lines, the Linklaters and
Alliance law firm wrote:

There is no evidence to show that the employer incurs expense when it grants an

option which is to be satisfied by the issue of new shares. On the contrary, the

issue of new shares is a cost to the company’s sharcholders in the form of
dilution. It is not a cost to the company itself.

* * * *

Where new shares are to be issued on the exercise of options, this must be taken
into account in calculating fully diluted Earnings Per Share, and in calculating
dividend cover. Clearly, the grant of an option reduces EPS by increasing the
number of shares — this is a measure of the cost of options to shareholders. If
earnings are also reduced, as the Discussion Paper suggests, the EPS figure is
reduced twice in respect of the same event.

Letter, December 2001, at 3.

Investors should and do care about dilution. Indeed, this is why the NYSE and
NASDAQ have proposed changing their listing requirements to require greater input from
shareholders on whether and to what extent employee stock options should be granted. These
changes are appropriate and address the real issue — the impact of employee stock options on
ownership dilution.

Investors Are Entitled To Accurate Valuation Information

The problems associated with determining a value for employee stock options are

common to companies that have chosen to recognize employee stock options as an expense in
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the income statement and companies that recognize the value in a footnote disclosure. Indeed,
many have observed the problems associated with standards that rely on “fair value.”

In terms that are directly applicable to valuing employee stock options, Chairman Herz
stated in a speech less than two months ago:

... we are also very cognizant of the potential operational difficulties, reliability
concerns, and room for abuse in implementing a fair value approach for items for

which there are not active markets and readily ascertainable market prices, and for

components in compound financial instruments.

Herz Speech, December 12, 2002, at 8. Chairman Herz went on to say, importantly, that the
Board must “make sure that our promulgation of standards that require fair value measurements
doesn’t outstrip the ability of people in the real world to properly implement the concept.” Herz
Speech at 9.

These comments perfectly illustrate the fundamental problems inherent in developing any
rule that would require the mandatory expensing of employee stock options based on the kinds of
“fair value” approaches proposed by the JASB and apparently under consideration by the Board.
It is incontrovertible that employee stock options are, to use Chairman Herz’s words, “items for
which there are not active markets and readily ascertainable market prices.” Indeed, many of the
recent accounting problems and audit failures arose, in large part, from attempts to estimate the
value of items that are not traded on any open market. Expensing employee stock options

undeniably creates “operational difficulties,” “reliability concerns,” and “room for abuse.” A

mandatory expensing standard based on anything resembling existing option pricing models,
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even as adjusted by Statement No. 123 and the IASB proposal, would seem to fail Chairman
Herz’s own litmus test.®

Mindful of these fundamental valuation issues, Chairman Herz also noted in his recent
speech that the Board is apparently considering the creation of a “Valuations Advisory Group” to
“assist the board in identifying, discussing and resolving fair valuec measurement issues . . . .”
Herz Speech, at 9. Accounting for employee stock options certainly raises, among other
important things, “fair value measurement issues.” We strongly applaud Chairman Herz for his
sensitivity to, and focus on, “fair value measurement issues.” Investors, issuers, employees, and
accounting standard setters would be far better served, in our view, if the Board and the IASB
took no further action on the subject of employee stock options unless and until such a
Valuations Advisory Group — with broad and diverse membership — was created, perhaps jointly
in the name of international convergence, and has carefully and thoroughly studied the issues
with an open mind and with careful consideration of all competing views.

In the end, any valuation models used to value employee stock options or any rules or
principles established in this regard must reflect the following: they must be easy to use or
implement, must be capable of being applied consistently, and should not disproportionately

impact any particular group (for example, companies in highly volatile markets (see discussion

above)).

6 At least one member of the Board has expressed the belief that there are many companies
that can value employee stock options today. We caution the Board to be careful in its
consideration and to not be swayed by arguments made by those supposed experts who
potentially stand to profit from any decision made by the Board and the JASB. Any
decision made on this important issue should be grounded on strong empirical evidence.
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Mandatory Expensing Of All Employee Stock Options Will Eliminate Broad-Based Plans

The companies we represent put action behind their words. They are not only strong
believers in the benefits to employees, shareholders and their company of broad-based employee
stock options plans, but they have adopted and implemented such plans. As Blasi, Kruse and
Bernstein conclude in their recent book:

The argument of this book is that investors and employees alike would gain if
companies turned employees into corporate partners by granting stock options to
most of the workforce. Most U.S. corporations would be better run, and in the
long run more profitable, if America pursued this approach. We say this because
unlike the case with executive options, there’s compelling evidence that broad-
based employee ownership does in fact produce more value for shareholders.

In the Company of Owners: The Truth About Stock Options and Why Every Employee Should
Have Them, Blasi, Kruse, Bernstein (Basic Books 2003), at xi.
The authors observe:

Stock options have been thoroughly abused by most major companies, whose
exccutives have used them to transfer ownership of 10 percent of the nation’s
corporate wealth from public shareholders to a small coterie of top officials. But
companies that have ‘offered options to their entire workforce offer a much
different_example- 1hey illustrate the potential to unleash an explosion of
entrepreneurial activity, which undeniably has occurred in the United States, the
dot-com crash notwithstanding. They also have changed the entire ideal of a
wage from a fixed salary to a share in capitalism itself. Together with the
alternative work culture embraced by partnership companies, the new model
illustrates how a different kind of corporation can be organized.

Blasi, et al, at 242 (emphasis added).

We view the continued availability of broad-based employee stock option plans as
essential to the U.S. economy. Any action that would chill or eliminate the use of broad-based
employee stock option plans should be avoided, and we believe that any movement toward a

mandatory expensing standard will most certainly result in the elimination of broad-based
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employee stock option plans. In their letter to the IASB in response to the G4+1 Paper, the
American Benefits Council agreed:

The Council also believes that the adoption of the approach outlined in the
Discussion Paper would negatively impact the prevalence of broad-based stock
ownership plans. Once a prerogative of executives, stock ownership programs are
now becoming part of the total rewards package of rank-and-file employees
across a wide range of businesses, and interest in such plans is also on the rise
outside the U.S. The majority of Council members have stated, however, that
implementation of the fair value accounting method put forward in the Discussion
Paper would result in the discontinuance of such broad-based programs. Given
the very real harm that could result, we believe the adoption of an untried and
speculative stock option accounting standard is without justification.

Letter, December 14, 2001, at 2. Others, such as the Linklaters law firm, have concluded
similarly:

We consider that the proposals outlined in the Discussion Paper would have a
negative impact on the willingness and ability of companies to operate employee
share plans. In particular, we consider that all-employee share plans would be
particularly disadvantaged and that fewer companies would continue to operate
such plans, in frustration of the efforts of the UK Government and other
governments to promote such activity.

* * * *

It is likely that companies would continue to grant executive options, but would
cut back all-employee plans, which would be much more “expensive” in
accounting terms. The undesirable effect of the proposals may therefore be to
exaggerate the difference between benefits offered to executive level employees
and other employees.
Letter, December 2001, at 5-6.
We recognize that the Board had determined not to consider the economic consequences
of its decisions, as Chairman Herz recently reiterated when he said that “[f]or us it is not . . .

about arguments that expensing stock options would have negative impacts on capital formation

or employee ownership of companies . . . .” Herz Speech, at 13. However, one Connecticut-
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based company, Amphenol, has argued that there should be a higher threshold of necessity when
an action by the Board will have severe, adverse policy implications:

The use of stock options in today’s marketplace is widespread and serves as an

important means of increasing share ownership among many employees.

Furthermore, stock options are necessary to build capital and attract and retain

talented employees. Action to assign a value to stock options and require a

charge to earings could severely damage both emerging and established

companies in industries that rely heavily on stock awards to reward employees.

Although public policy concerns may not be within the scope of the G4+1, 1

strongly believe that the standard-setting process must be cognizant of these

concerns. Accounting standards that will have severe, adverse policy implications

should meet a higher threshold of necessity, and we do not believe that the

proposal, as is, meets this test.
Letter, November 20, 2001, at 1-2.

We agree that the Board should uphold a higher standard when public policy concerns are
at issue. But even if the Board disagrees and believes that public policy issues should remain
outside of its decision-making, there simply is no consensus among accounting experts that the
issuance of employee stock options is a corporate expense. Further, Drs. Blasi and Kruse have
now provided substantial economic evidence and analysis to support a technical accounting
rationale to justify the continued availability of the flexible approach provided by Statement No.
123 and to reject a mandatory expensing standard.

Conclusion
Any expense computed using current option pricing models will disproportionately

impact companies in highly volatile industries’ as well as those whose employees benefit from

broad-based stock option plans (most times these are one and the same). Asa result, a required

7 Of course, one way to adjust for this problem would be to require that the volatility input
be set at zero for all companies. This would at least mitigate the problems to some
degree.
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expense for employee stock options will not “level the playing field” as some have argued.
Rather, employee stock options should be recognized for what they are, a potential benefit to an
employee whose “cost” is borne by other shareholders in the form of potential dilution — not by
the corporation issuing the options. Newly released empirical economic evidence and analysis
support this conclusion.

Moreover, because of the fundamental inability of existing option pricing models to
accurately and reliably compute the value of an employee stock option, let alone the cost to the
company issuing the option, financial statements will not be more transparent, reliable, or
comparable and investor interests will not be better served by a mandatory expensing standard.
Rather, the Board and the TASB should devote the time and resources necessary to focus on the
issues surrounding valuation and enhanced disclosure of relevant, comparable, and meaningful
information. This will better serve the markets in the long run and we stand ready to assist the
Board and the IASB in this important effort.

We thank you for considering our views.

Sincerely,

American Business Conference (ABC)
Founded in 1981 by Arthur Levitt, Jr., the American Business Conference is a coalition of CEO’s
of fast-growing, midsize American companies. ABC members advocate public policies designed
to promote economic growth and a higher standard of living Jor Americans. The current
chairman of ABC is Alfred P. West, Jr., CEO of SEI Investments Company, Oaks, Pennsylvania.

Business Software Alliance (BSA)
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The BSA is the foremost organization dedicated to promoting a safe and legal online world. It is
the voice of the world's software, hardware and Internet sectors before governments and with
consumers in the international marketplace. BSA members represent the fastest growing
industries in the world BSA educates computer users on software copyrights and cyber
security; advocates public policy that fosters innovation and expands trade opportunities; and
fights software piracy. Established in 1988, BSA has programs in 65 countries worldwide.

Information Technology Industry Council (IT)
ITI is the leading voice of the high-tech industry. ITI promotes policies that advance industry
leadership in technology and innovation, open access {0 new and emerging markets, support e-
commerce expansion, protect consumer choice, and enhance the global competitiveness of its
member companies.

Massachusetts High Tech Council

The Massachusetis High Technology Council is a non-profit, non-partisan corporation whose
membership is comprised of respected business leaders of Massachusetts high technology and
high-value-added service companies, with more than 150,000 employees in Massachusetts alone.
Through membership in the Council, our members are able to accomplish one of their most
important external responsibilities in an efficient and cost-effective way. That responsibility is:
to help make Massachusetts the world's most attractive place in which to live and work, and in
which to create, operate and expand high technology businesses.

Massachusetts Software and Internet Council
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The mission of the Council is to promote the Massachusetts software and Internet industry; to
assist executives in starting, managing and growing their companies; and to help software and
Internet companies be successful in global markets.
The NASDAQ Stock Market
NASDAQ is the world’s largest electronic stock market. With approximately 3,800 companies,
NASDAQ lists more companies and trades more shares per day than any other U.S. market.
Over the past five years, NASDAQ has outpaced all other U.S. markets in listing IPOs. It is
home to category-defining companies that are leaders across all areas of business including
technology, retail, communications, financial services, media and biotechnology industries.
NASDAQ is a key driver of capital formation.
National Venture Capital Association (NVCA)
The National Venture Capital Association represents over 450 venture capital and private equity
organizations. NVCA’s mission is to foster the understanding of the importance of venture
capital to the vitality of the U.S. and global economies, to stimulate the flow of equity capital to
emerging growth companies by representing the public policy interests of the venture capital and
private equity communities at all levels of government, to maintain high professional standards,
Jacilitate networking opportunities and fo provide research data and professional development
for its members.
Semiconductor Equipment and Materials International (SEMI)
Based in San Jose, California, SEMI is an international industry association serving more than
2,500 companies participating in the semiconductor and flat panel display equipment and

materials markets.
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Semiconductor Industry Association (SIA)
SIA is the leading voice for the semiconductor industry and has represented U.S.-based
manufacturers since 1977. SIA member companies comprise more than 90% of U.S.-based
semiconductor production. Collectively, the chip industry employs a domestic workforce of

284,000 people.

Software & Information Industry Association (SIIA)
SIIA is the principal trade association of the software code and information content industry, with more
than 600 members that develop and market software and electronic content for business, education,
consumers and the Internet. SIIA's members consist of software companies, ebusinesses, and information
service companies, as well as many electronic commerce companies.

The Technology Network (TechNet)

TechNet is a national network of more than 200 chief executive officers and senior partners of the
nation’s leading technology companies in the fields of information technology, biotechnology, venture

capital, investment banking and law.



