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JOBS Act Will Drive Businesses to IPO
On-Ramp: Opinion

While the center of the universe this week for
Wall Street and the IPO world is Facebook’s
long-awaited debut to the public market, the
biggest ongoing story related to the IPO
market is the enactment last month of the
Jumpstart Our Business Startups (JOBS) Act.

This important new law contains all the
elements needed to breathe new life into an

IPO  market that had been
eviscerated over the past decade. It is an especially welcome tonic for the
emerging growth companies that drive U.S. innovation, job creation and
economic activity.

Among its key provisions, the JOBS Act creates a so-called IPO on-ramp that
removes many of the roadblocks to going public that emerging growth
companies have faced over the past decade due to a jumble of well-
intentioned but ultimately misguided government regulations, including the
almost universally loathed Sarbanes-Oxley Act (SOX) of 2002. Originally
conceived in the wake of the Enron and Worldcom accounting scandals, SOX
was intended to apply only to the 1,000 largest companies in the U.S. Yet, in
a fit of last-minute regulatory zeal, Congress in its wisdom ultimately decided
to apply SOX to all U.S. public companies.

That meant a company with $150 million of market capitalization was subject
to the same reporting and compliance standards as Exxon Mobil, [XOM 

Loading...      ()   ] General Electric [GE  Loading...      ()   ]or Apple.[AAPL 

Loading...      ()   ] The collateral damage was the destruction of the U.S. IPO
market. A research study published by Grant Thornton shows that between
1991 and 2000, the average annual number of U.S. IPOs was 530. Between
2001 and 2010, which includes eight years of SOX, that number dropped to
126.
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For emerging growth companies trying to
take the next step in their evolution, the
effects were even more devastating. In 1991,
more than 80 percent of U.S. IPOs raised
gross proceeds of less than $50 million.
Today, it is completely inverted, with under
20 percent of all IPOs raising less than $50
million.

The JOBS Act seeks to right that wrong by
easing much of the regulatory burden for

companies with less than $1 billion in revenue that want to tap the capital
markets via an IPO. In other words, the vast majority of companies wishing to
go public: In 2011, only 15 out of 117 companies (13 percent) that completed
an IPO topped the $1 billion of revenue threshold.

Beyond lowering the hurdles to an IPO for emerging growth companies, the
JOBS Act offers the added benefit of sharply reducing their cost of capital
because investors are willing to pay a premium for the liquidity associated
with a publicly traded stock. A public company with similar financial attributes
to a private company is typically valued two times higher.

The flip side of the liquidity premium is the “discount for lack of marketability”
concept, which means that investors in private companies demand extra
compensation for illiquidity, translating into a higher cost of capital for the
issuer. Before SOX, the median time it took for venture-backed private
companies to go from initial funding to IPO was 3.5 years. Today, that time
period has more than doubled. Consequently, the money raised by such
companies in the added years of being private comes at a much higher
aggregate cost of capital than would have been the case had they gone public.

Perhaps one of the most important differences the JOBS Act will make is
changing perceptions about the cost and difficulty of taking an emerging
growth company public, particularly among venture capitalists. For the last
decade, the consensus opinion has been that SOX and other regulations have
imposed unacceptably high compliance costs on emerging growth companies
seeking an IPO in terms of both dollars spent and time wasted.

With the JOBS Act in place and, most importantly, delivering much of the relief
that most participants in the market for emerging growth company IPOs were
seeking, the responsibility to make it work successfully now falls on those
same market participants, including entrepreneurs, venture capitalists and
investment banks. While the JOBS Act certainly is not a cure-all, it will make it
easier for some college student sitting in his dorm and developing an
innovative new business model to one day bring that company to the public
markets sooner than would have otherwise been the case, for the mutual
benefit of both entrepreneur and the investing public.

That’s a concept we all can “like.”

Timothy J. Keating is the founder and CEO of Keating Capital, a Colorado-

based publicly traded company that specializes in making pre-IPO investments

in  emerging growth companies that are committed to becoming public.

© 2012 CNBC.com

TOPICS: Television | Investment Strategy | Internet | Consumers | Business | Marketing |

RELATED LINKS

http://www.cnbc.com/id/15837548/cid/222287
http://www.cnbc.com/id/42961564
http://www.cnbc.com/id/20073229
http://www.cnbc.com/id/15837936
http://www.cnbc.com/id/15840232?video=3000089465&play=1
http://www.cnbc.com/id/47018796
http://www.cnbc.com/id/47104891
http://www.cnbc.com/id/45387558
http://www.cnbc.com/id/46502316
http://www.cnbc.com/id/47235356
http://www.cnbc.com/id/45415654
http://www.cnbc.com/id/42961564
http://www.cnbc.com/id/20073229
http://www.cnbc.com/id/15837936
http://www.cnbc.com/id/15840232?video=3000089465&play=1
http://www.cnbc.com/id/15840232?video=3000089465&play=1
http://www.cnbc.com/id/15840232?video=3000089489&play=1
http://www.cnbc.com/id/15840232?video=3000089489&play=1
http://www.cnbc.com/id/15840232?video=3000089383&play=1
http://www.cnbc.com/id/15840232?video=3000089383&play=1
http://www.cnbc.com/id/15840232?video=3000089470&play=1
http://www.cnbc.com/id/15840232?video=3000089470&play=1
http://www.cnbc.com/id/15840232?video=3000088785&play=1
http://www.cnbc.com/id/15840232?video=3000088785&play=1
http://www.cnbc.com/id/47018796
http://www.cnbc.com/id/47104891
http://www.cnbc.com/id/45387558
http://www.cnbc.com/id/45387558
http://www.cnbc.com/id/46502316
http://www.cnbc.com/id/46502316
http://www.cnbc.com/id/47235356
http://www.cnbc.com/id/45415654
http://www.cnbc.com/id/45804220
http://www.cnbc.com/id/45804220
http://www.cnbc.com/id/46974829
http://www.cnbc.com/id/46974829
http://www.cnbc.com/id/46965996
http://www.cnbc.com/id/46965996
http://www.cnbc.com/id/15840232?video=3000082668&play=1
http://www.cnbc.com/id/15840232?video=3000082668&play=1
http://www.cnbc.com/id/47262877
http://www.cnbc.com/id/47262877
http://www.cnbc.com/id/15837548/cid/97361/Television
http://www.cnbc.com/id/15837548/cid/97101/Investment_Strategy
http://www.cnbc.com/id/15837548/cid/97099/Internet
http://www.cnbc.com/id/15837548/cid/97190/Consumers
http://www.cnbc.com/id/15837548/cid/206422/Business
http://www.cnbc.com/id/15837548/cid/97185/Marketing


JOBS Act Will Drive Businesses to IPO On-Ramp: Opinion - US Business News - CNBC

http://www.cnbc.com/id/47431946[5/15/2012 4:20:10 PM]

Loan Payment
Quick Ratio Calculator
Debt-to-Assets Ratio
Return on Assets
Gross Profit Margin 
Operating Profit Percentage

Startup Boy
Kickstarter
The Wall Street Journal: Building Your Business
The Customer Collective
Harvard Business Review Blog Network
Small Business Trends
The Atlantic: Business
Fast Company: Leadership
You're the Boss: New York Times
Digiday
Mashable: Business

"If your mother hasn't called you crazy yet, then you
haven't graduated from the school of entrepreneurship." -
Birame Sock, CEO, Third Solutions

source: "Female Entrepreneurs: No Success Without a Fight"

Subscribe to this RSS feed
Stay up to date with Small Business.

Calculators

Patricia Orsini's Favorite Links

Snapshot

RSS FEED » Help

Small Business

SECTORS: Food and Beverage | Retail

ADD COMMENTS

Please Sign In or Register to participate.

Print Email

  Buy a link here  

Sponsored Links

Omaha Steaks Shipped Free
Get Big Savings On Steak, Seafood & More From Omaha Steaks. Shop Now!
www.OmahaSteaks.com

Apply for the Visa® Black
Members can redeem for cash back or airfare on any airline
www.blackcard.com

2012 Best Credit Cards
0% APR Credit Cards. No Annual Fee. Review by expert Curtis Arnold.
www.CardRatings.com

SMALL BUSINESS HIGHLIGHTS

Taming the
'CustoMonster' 

Expensive Small Biz
Loans 

Texas Tops for
Business 

CNBC welcomes your contribution. Please respect our community and the integrity of its
participants. CNBC reserves the right to moderate and approve your comment. 

Remaining characters

CNBC NEWS
U.S. News

Asia-Pacific News

Europe News

MARKETS
Pre-Markets

World Markets

Stocks

EARNINGS
News

Calendar

Surprises

INVESTING
Stock Blog

Personal Finance

Portfolio (Beta)

VIDEO
Latest Video

Top Video

U.S. Video

CNBC TV
CNBC U.S.

CNBC Asia-Pacific

CNBC Europe

MORE
Small Business

CNBC 360

CNBC Mobile Website

http://www.cnbc.com/id/45804220
http://www.cnbc.com/id/44890461/device/rss/rss.xml
http://www.bankrate.com/calculators/business/business-calculator.aspx?pid=p:cnbc
http://www.bankrate.com/calculators/business/quick-ratio.aspx?pid=p:cnbc
http://www.bankrate.com/calculators/business/debt-ratio.aspx?pid=p:cnbc
http://www.bankrate.com/calculators/business/return-ratio.aspx?pid=p:cnbc
http://www.bankrate.com/calculators/business/gross-ratio.aspx?pid=p:cnbc
http://www.bankrate.com/calculators/business/operating-ratio.aspx?pid=p:cnbc
http://startupboy.com/
http://www.kickstarter.com/
http://online.wsj.com/public/page/news-small-business-advertising.html
http://thecustomercollective.com/
http://blogs.hbr.org/
http://smallbiztrends.com/
http://www.theatlantic.com/business/
http://www.fastcompany.com/topics/leadership
http://boss.blogs.nytimes.com/
http://www.digiday.com/
http://mashable.com/business/
http://www.cnbc.com/id/44891178/
http://www.cnbc.com/id/44890461/device/rss/rss.xml
http://www.cnbc.com/id/17073179/
http://www.cnbc.com/id/15837548/cid/111033/Small_Business
http://www.cnbc.com/id/15837548/cid/97102/Food_and_Beverage
http://www.cnbc.com/id/15837548/cid/97133/Retail
javascript:printThis('47431946')
javascript:emailThis('47431946')
http://cnbc.sl.advertising.com/admin/advertisers/indexPl.jsp
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
javascript:void(0);
http://www.cnbc.com/id/47417114/
http://www.cnbc.com/id/47417114/
http://www.cnbc.com/id/47360252/
http://www.cnbc.com/id/47360252/
http://www.cnbc.com/id/47360252/
http://www.cnbc.com/id/47372775/
http://www.cnbc.com/id/47372775/
http://www.cnbc.com/id/47372775/
http://www.cnbc.com/id/15837362
http://www.cnbc.com/id/15837362
http://www.cnbc.com/id/19832390
http://www.cnbc.com/id/19794221
http://www.cnbc.com/id/15839121
http://www.cnbc.com/id/17689937
http://www.cnbc.com/id/15921552
http://www.cnbc.com/id/15839215
http://www.cnbc.com/id/15839135
http://www.cnbc.com/id/18038403
http://www.cnbc.com/id/15906175
http://www.cnbc.com/id/18080780
http://www.cnbc.com/id/15839069
http://www.cnbc.com/id/21114826
http://www.cnbc.com/id/21324812
http://portfolio.cnbc.com/
http://www.cnbc.com/id/15839263
http://www.cnbc.com/id/15839263/?tabid=15839796&tabheader=false
http://www.cnbc.com/id/15839263/?tabid=20414341&tabheader=false
http://www.cnbc.com/id/15839263/?tabid=15839798&tabheader=false
http://www.cnbc.com/id/15837856
http://www.cnbc.com/id/15837856
http://www.cnbc.com/id/15838789
http://www.cnbc.com/id/15838668
http://www.cnbc.com/id/30011296
http://www.cnbc.com/id/44877279
http://www.cnbc.com/id/30011296
http://www.cnbc.com/id/25935031


JOBS Act Will Drive Businesses to IPO On-Ramp: Opinion - US Business News - CNBC

http://www.cnbc.com/id/47431946[5/15/2012 4:20:10 PM]

Economy

Energy

Green

Technology

Blogs

Wires

Slideshows

Special Reports

Corrections

Dow 30

Commodities

Currencies

Bonds

Funds

Highlights

Ideas

Watchlist

Stock Screener

Fund Screener

Earnings Screener

Asia-Pacific Video

Europe Video

CEO Interviews

Analyst Interviews

CNBC Pro

CNBC World

CNBC HD+

Channel Finder

RSS

Real-Time Quotes and Extended
Hours

Latest Press Releases

About CNBC  |  Site Map  |  Video Reprints   |  Advertise  |  Help  |  Contact

Privacy Policy  |   AdChoices  |  Terms of Service  |  Independent Programming Report

  Data is a real-time snapshot  *Data is delayed at least 15 minutes
Global Business and Financial  News, Stock Quotes, and Market Data and Analysis

© 2012 CNBC LLC.  All  Rights Reserved.

http://www.cnbc.com/id/20910258
http://www.cnbc.com/id/19836768
http://www.cnbc.com/id/21344232
http://www.cnbc.com/id/19854910
http://www.cnbc.com/id/16561378
http://www.cnbc.com/id/28140607
http://www.cnbc.com/id/23937480
http://www.cnbc.com/id/16903222
http://www.cnbc.com/id/25097425
http://www.cnbc.com/id/26272770
http://www.cnbc.com/id/15839171
http://www.cnbc.com/id/15839178
http://www.cnbc.com/id/15839203
http://www.cnbc.com/id/15839193
http://www.cnbc.com/id/15839133
http://www.cnbc.com/id/16454339
http://watchlist.cnbc.com/
http://www.cnbc.com/id/15839076
http://www.cnbc.com/id/15839074
http://www.cnbc.com/id/15839133
http://www.cnbc.com/id/15839263/?tabid=15839801&tabheader=false
http://www.cnbc.com/id/15839263/?tabid=15839797&tabheader=false
http://www.cnbc.com/id/15839263/?tabid=20429036&tabheader=false
http://www.cnbc.com/id/15839263/?tabid=20429059&tabheader=false
http://pro.cnbc.com/
http://www.cnbc.com/id/15837872
http://www.cnbc.com/id/20996011
http://www.cnbc.com/id/40419133
http://www.cnbc.com/id/28295763
http://www.cnbc.com/id/27681626
http://www.cnbc.com/id/27681626
http://www.cnbc.com/id/17362414
http://www.cnbc.com/id/15839285/
http://www.cnbc.com/id/15907487/
http://www.cnbc.com/id/15920090/
http://videoreprints.cnbc.com/
http://www.cnbc.com/id/35083111/
http://cnbcllca.custhelp.com/
http://cnbcllca.custhelp.com/app/ask
http://www.cnbc.com/id/15837339/
http://www.cnbc.com/id/15837353/
http://www.comcast.com/independentprogramming
http://www.nbcuni.com/
http://www.cnbc.com/id/16061983/

	cnbc.com
	JOBS Act Will Drive Businesses to IPO On-Ramp: Opinion - US Business News - CNBC


	5jbmJjLmNvbS9pZC80NzQzMTk0NgA=: 
	cnbc_quote_box_header: 
	input_symbol: Symbol / Company
	goimage: 


	5jbmJjLmNvbS9pZC80NzQzMTk0NgA=: 
	form1: 
	searchboxinput:  
	searchimage: 


	5jbmJjLmNvbS9pZC80NzQzMTk0NgA=: 
	commentsPreviewForm: 
	input1: 
	comments: Please sign-in/optin or register to be able to submit comments.




