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MIDWEST STOCK EXCHANGE, INCORPORATED
120 South LaZalle Sveet Chicage, inois 60603
Telephone: {3121 366-2222

August 7, 1979

Mr, Andieew M. Klein, Director
Division of Market Begulaetion
Securitiecs and Exclhonge Commisgion
SO0 Werih Cepitol SE. H.W.
Washington, D, C. 205449

Dear Mr. wlein:

In vour letter of Juiy 12, 1978, addressed to My, Richard B,
Walberi, Tresident of the Exchaznpge, vou requeskted a3 report

on thx propress that has heoen maece 3in respounding to the
Commission's recommondations {the so-zalled Category 1 items),
as outliined in S5EC fct Release 1353575.

Hidweost Stock Exchange expects bo Tile with the Cpomission
samerine around the middTe of Aupust 1ts raule changos that

were incorporated inm the Task Foree's first package that was
presenced te the Stafl vodey cover letter of April 16, 187% and
subseguently discussed with tho Statf inp meetings ifn Washingion.
A thaoe time we Wwill alse svbmit aprpropriate undertakings in
respanse to recommendations IRIL, I0le, I®ld, IBle, 1H1E, LLlg,
IBih, IBij, IBlw, IR1]l, as well as FEZa aud IEZb. e alse
expect to subwmit a wniforw circular oo front runwing Jia
responce to recommendation IAlg which would supersede a

similary WSE civcuvlar previously iszswed to wmembers.

A you konew, vour s2tsff bas been furnished with the Sratoment
af “irnimum Cowmpliance Proprems which was drafted by the Self
Eegulatory Conference and submitied by the Tasw Fource dn
rosponse o recommendation IHBze.

In Septenbey we cxpect fo make a L9L4 filing of the second
packzge of tule propusnls which was transwitced to the Staff
under cover Jebter of June 19, 1979 and nlso discussed alb a2
mezeding with the Seaff in July. Thoe Self Rezulaipory Tashk

Force is worliag on vesponding to recommendation IB2f and, 1f
possihle, a wniforn response will be submitted also in Sepfember.
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We believe this covers each Category 1 item which applies teo
the HMidwest Stock Excbange except for the following:

LZg — Centval File of Member and Employee Tunformation

Concoprually, the Taszk Force has agreed Lo create a cilrvroular
registry for customer compliance. Howewver, Lhere remains some
substanctive and proccdural pyvoblems thap need to he worked

out and which we assunte will be worked ot by the Self Repuela-
tory Caopnfercnce, zlong with representotives of the SEC staff.
In our judgemeunc, the spivit of cooperaction hetween the 5RO
bodies, with respect vo iaterchanging repulatory information,
iz excoellone and provides the bosis for continually improving
tepulatory sysktcems.

1B2h ~ Positioa and Trangaction Reporting

Our uwundersrtanding {s that position reporting standards are,

in fTact, uniform at the prezeoent time and we helieve they

should be and will be wvniforwm in the fTuture. Tn this connce-
tien, we anticipate that the Commission will approave proposed
Yule changes incrveasing the reperTting vrequirement {row 100 fo
200 contracis and that the Commission will cnact similar oplien
repoerting requirements for SECO broker dezlers.

With respeoct to transaction repeorting, Midwest vrequirces options
market makers o report to the Lxechange,ou a daily basis, their
activity in any stock wuderlying an ME5E listed option. Uith
respech to othev member crapsacrions, as a resplet of survelllauce
getivities, roguests are periodically made to members roguiring
transaction reports for underlying securities. Furthermore,

2t you kpeow, ag a resnlt of our agrecment with the CROY, rChe
exten=ive surveillance reports and Jdata base of cthe CRBOE is also
avallable to the Midweest Stock Exchange in its surweillance
activity.

With vespeocl to the recommendation regarding standarvdized

inguiry forns, we snee no cvurtreut need for gach Exchange to utilize
the same form for =seceking informacvion. The key, of course, is
that there be a meaningful exchange of information te enzure

thact ¢cach 580 ds recceiving informetion that it may need for its
investigations aud that there is oo duplication of effort.

IBZ2] = Lapiure Tlme of Trade Lxecutlion

Since we cxpect £o Lo ont of the options bhusipness st the time
that the morvoatorium {=z Jifred, ic decs not appecr toe us that this
is an area wpon which we shouwld focus substantial resources.
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Additionally, we refer you to pages 3 through 5 of the CROE's
response to your letter dated July 31, 1879, for discussion of
this areca, &z you know, our systen is substanrially the same
asg that of the CEOF and their comments would obviowsly cover
trading in former MSE oprtious subsequent to the effectiveness
of the combination.

IB2j — Tdentify Preprictary aud Customer Srock Orders and Trades

as of Lthis date, we have not vroaceivoed the S5TAC report on the
feasihilivy of distinpguishing becwoon proprictary and customer
transactiocus during the stock clearing proces=. Consequently,
no respouse to this recommendation is possible at this time.

PR - Tatesratosd S0 Tradios Dats Boise

Au mentioned previously, the sharing of surveillance information
among SKO's has improved considerably over the past [ow years,
Midwest will econtinue te worlk with other organications in develop-
ing an integrated dars base. We bclieve, as do other SEd's,

that this should be puoursued in the Tramewvwork of the S5c01f-
Regularory Conference.

Finally, in Chapter & of the Options Study, a recaommendatbiaon
was mAde with respect Lo the Commission reviowing the Midwest
Stoclk Luchange's options surveillance propram. Subsequentl Lo
FRelease Ho. 14%57%, Staff of the Commission inspeciad Midwest's
gurvaillance praogram, They ooced subspanliial improvenments

from the time of the Oprions Study visit and wmade useful recom-

mendations for further Lmprovement in our program. We responded
to the examination reoport in a lecter dated Jene 26, 127%, and
woe continuae to vork closely with your staff. We are coufident

thzt whavrever concerns the Optiens Study mipint have had have now
been moc,

We belicve that Likie informacion provided in this letter 3=
fully responsive to your letrer of July 12, 1973. If you have
any further guestions or need additiongl infermation, please
Feel free o call we {5312/305-05777.

Sinceraly,

¥,

Kenneth T, Rogenblum
fdil Senior Vice President

cct Chairman lavrocld Williamz General Counsel
Commissiouey Evans
Commissloner KEarmel
Commissioner Loomls
Conmissioner Tollack
Douglas Scarff
Thomas Loughran
Richard Tebarg
Gene Cartasick



