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Public Law 99-571
99th Congress
An Act

An Act Entitled the Government Securities Act of 1986.

Be it enacted by the Senate and House of Representatives of the United
States of America in Congress assembled,
SECTION 1. SHORT TITLE AND FINDINGS.
(a) SHORT TITLE.—This Act may be cited as the “Government Securities
Act of 1986”.
(b) FINDINGS.—The Congress finds that transactions in government
securities are affected with a public interest which makes it necessary—
(1) to provide for the integrity, stability, and efficiency of such
transactions and of matters and practices related thereto;
(2) to impose adequate regulation of government securities brokers
and government securities dealers generally; and
(3) to require appropriate financial responsibility, record-keeping,
reporting, and related regulatory requirements;
in order to protect investors and to insure the maintenance of fair, honest, and
liquid markets in such securities.

TITLE I—-GOVERNMENT SECURITIES BROKERS AND DEALERS

SEC. 101. ESTABLISHMENT OF GOVERNMENT SECURITIES REGULATORY
AUTHORITY.

The Securities Exchange Act of 1934 (hereinafter in this title referred to as
“the Act”) is amended by inserting after section 15B (15 U.S.C. 780-4) the
following new section:

“GOVERNMENT SECURITIES BROKERS AND DEALERS

“Sec. 15C. (a)(1)(A) It shall be unlawful for any government securities
broker or government securities dealer (other than a registered broker or
dealer or a financial institution) to make use of the mails or any means or
instrumentality of interstate commerce to effect any transaction in, or to
induce or attempt to induce the purchase or sale of, any government security
unless such government securities broker or government securities dealer is
registered in accordance with paragraph (2) of this subsection.

“(B)(1) It shall be unlawful for any government securities broker or
government securities dealer that is a registered broker or dealer or a financial
institution to make use of the mails or any means or instrumentality of
interstate commerce to effect any transaction in, or to induce or attempt to
induce the purchase or sale of, any government security unless such
government securities broker or government securities dealer has filed with
the appropriate regulatory agency written notice that it is a government
securities broker or government securities dealer. When a government
securities broker or government securities dealer ceases to act as such it
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Treasury shall enter into an agreement whereby the Commission or its
designee will receive, store, and disseminate information in the possession,
and which comes into the possession, of the Department of the Treasury in
regard to missing, lost, counterfeit, or stolen securities.”.

(_]) BURDEN ON COMPETITION; PUBLIC RULEMAKING REQUIREMENTS.—
Section 23(a) of the Securities Exchange Act of 1934 (15 U.S.C. 78w(a)) is
amended—

(1) by inserting “and the Secretary of the Treasury” after
“Commission” each place it appears in paragraph (2);

(2) by inserting “or the Secretary’s” after “Commission’s” in
paragraph (2);

(3) by inserting “and the Secretary” after “Commission” the first,
second, and fourth places it appears in paragraph (3); and

(4) by inserting “or the Secretary” after “Commission” the third
place it appears in paragraph (3).

(k) JupICIAL REVIEW OF ORDERS AND RULES.—Section 25(d)(1) of the Act
(15 U.S.C. 78y(d)(1)) is amended by inserting before the period at the end
thereof the following: “and the Secretary of the Treasury insofar as he is
acting pursuant to section 15C of this title”.

() INVESTMENT COMPANIES: DISQUALIFICATIONS.—Section 9 of the
Investment Company Act of 1940 (15 U.S.C. 80a-9) is amended—

(1) by striking out paragraphs (1) and (2) of subsection (a) and
inserting in lieu thereof the following:

“(1) any person who within 10 years has been convicted of any
felony or misdemeanor involving the purchase or sale of any security
or arising out of such person’s conduct as an underwriter, broker,
dealer, investment adviser, municipal securities dealer, government
securities broker, government securities dealer, or entity or person
required to be registered under the Commodity Exchange Act, or as an
affiliated person, salesman, or employee of any investment company,
bank, insurance company, or entity or person required to be registered
under the Commodity Exchange Act;

“(2) any person who, by reason of any misconduct, is permanently or
temporarily enjoined by order, judgment, or decree of any court of
competent jurisdiction from acting as an underwriter, broker, dealer,
investment adviser, municipal securities dealer, government securities
broker, government securities dealer, or entity or person required to be
registered under the Commodity Exchange Act, or as an affiliated
person, salesman, or employee of any investment company, bank,
insurance company, or entity or person required to be registered under
the Commodity Exchange Act, or from engaging in or continuing any
conduct or practice in connection with any such activity or in
connection with the purchase or sale of any security; or”;

(2) by inserting “or of the Commodity Exchange Act,” after “this
title,” in subsection (b)(2); and

(3) by inserting “or of the Commodity Exchange Act,” after “this
title,” in subsection (b)(3).

(m) INVESTMENT ADVISERS: DISQUALIFICATIONS.—Section 203 of the
Investment Advisers Act of 1940 (15 U.S.C. 80b-3) is amended—

(1) by striking out “or fiduciary” in subsection (e)(2)(B) and
inserting in lieu thereof “government securities broker, government
securities dealer, fiduciary, or entity or person required to be registered
under the Commodity Exchange Act”;
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(2) by striking out paragraph (3) of subsection (e) and inserting in lieu
thereof the following:

“(3) is permanently or temporarily enjoined by order, judgment, or
decree of any court of competent jurisdiction from acting as an investment
adviser, underwriter, broker, dealer, municipal securities dealer,
government securities broker, government securities dealer, or entity or
person required to be registered under the Commodity Exchange Act, or
as an affiliated person or employee of any investment company, bank,
insurance company, or entity or person required to be registered under the
Commodity Exchange Act, or from engaging in or continuing any conduct
or practice in connection with any such activity, or in connection with the
purchase or sale of any security.”; and

(3) by inserting “the Commodity Exchange Act,” after “this title,” in
paragraph (4) of subsection ().

SEC. 103. STUDIES AND RECOMMENDATIONS WITH RESPECT TO EXTENSION OF
TREASURY AUTHORITY.

(a) TASK FORCE RECOMMENDATION.—The Secretary of the Treasury,
together with the Securities and Exchange Commission and the Board of
Governors of the Federal Reserve System, shall evaluate the effectiveness of
the rules promulgated pursuant to section 15C of the Securities Exchange Act
of 1934 in effecting the purposes of such Act, and shall submit to the
Congress, not later than October 1, 1990, their recommendation with respect to
the extension of the Secretary’s authority under such section and such other
recommendations as they may consider appropriate.

(b) COMPTROLLER GENERAL STUDY AND RECOMMENDATIONS.—The
Comptroller General shall conduct a study of the regulation of government
securities brokers and government securities dealers pursuant to section 15C of
the Securities Exchange Act of 1934 and the effectiveness of the amendments
made by this Act in protecting investors and in effecting the purposes
described in section 15C(b)(2), and shall submit to the Congress, not later than
March 31, 1990, his recommendations with respect to the extension of the
Secretary’s authority under such section and such other recommendations as he
may consider appropriate.

SEC. 104. STUDY OF TRADING SYSTEM FOR GOVERNMENT SECURITIES.

(a) REQUIREMENTS FOR STUDY—The Comptroller General, in coordination
and consultation with the Board of Governors of the Federal Reserve, the
Secretary of the Treasury, and the Commission, shall study the nature of the
current trading system in the secondary market for government securities,
including—

(1) the extent and form of availability of bids and asks for government
securities transactions on a real time basis;

(2) the extent and form of the availability of government securities
brokers’ services in the secondary market; and

(3) whether quotations for government securities and the services of
government securities brokers are available on terms which are consistent
with the public interest, the protection of investors, and the purposes of
this title.

(b) PUBLIC HEARINGS.—In addition to the collection of information through
surveys, public document review, interviews, and other information-gathering
methods, at least one joint public hearing shall be held during the course of
conducting the study.
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