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Public Law 9420
Qath Congress
An Act

o sunend thye Sergrifies Exehantie At nF VA3 Lo remiose Larviors o mm!‘.ll.ﬁ.!i-
Lin, ko foster Che dovelopment of g matienol secarliics markel Syslem wnd o
natiooul clesrance and settleaent srstew. to make uniform the Securirles
and Excbangs Coromdzeian’s oathoreley aver self-regulataoer nrganizallonz, te
peevide Tur e pepelatine of beekers, ibealera gud benks Ondleg in mnojeipal
seeunrificg o facilitae the collectlon wind pablle diz=eminarion of et len
ropeacning [he holdings of and trunssrtions Ip secarities Ty ihstUotlohal
Tvestonent managers. and for othor porficses

fe il enanled by the Senate and Howse of Hepreventatives of the
flriited Sfafes af Aneerien in Cangress aagembled, 'That this Act may
be cited as tlie “Secnrvities Aots Amemnlments of 19757,

S 2, Seetion 2 0T the Seeurities Exchange Aet of 1934 (15 T1L.5.C,
TAb) Is amended by ioserting imnediately lefore the phrose “and 1o
hnpoge regairements pecesgcy lo nke such regielation aod eontrol
renstmably complets and elfective,” the Tollawing : “to rermnre imnpedis
mctus 1o aned perfest the mechanisms of @ walwant] marker sysicom for
suenrities atul g ecionad sysrene For the clegrance and serllement of
geouribies iranswctions and the safegnasding of secaritiss and funrds
related theretn,”,

Suc. W Beetion 8 of the Seeurities Mxclunge Acl of 1934 (13
T7.5.0 T8} = nmended as fallows:

(1) Paragraph §3% of sabsection (o} thereol s snended to read sy
fullows:

“TEVAY The term ‘mciuber” when nsed with respect to a nailonal
seerities exchange means (1) soy nataral peeson peemitted o efee:
traensactions on the Aoor of the exebange without the services of
angtlier person acting as heoker, (71 any eesristeped heakor or dealer
with which suely a natueal persen is associared, {7il) aoy vegistered
begker o dealer peemitted 1o designate as o representative such a
naturnd nerman, pnd (iv) awy other registored broler or dealer which
wgeers to be repubica] by sweh exchangee and with veapact ko which
the wxchanes undertalkes to enforce complisnes with the proyigiens
ut this eitle, the riles ol re;_rll]:tl.ic}ns thovenyudar, amd s own rules.
For purpeses &f scctions (b (1) 6ibp{d}, 6005 {61, §{LY (7Y, B{d),
17¢d5, 19¢A3, 19(e), 18(x), 10{h), and 23 of thiz title, the term
‘membet’ when raed with pospeet to o padional secnrities excliange
ulse means, to the oxtent of the rules of the cxehange specifivd by the
Clownimission, any PUrson perll_u"ned by thn Commission 1o m)mply with
Rizech rnfes puvsnaad togection 60 nf thisiirte.

“114 The tarm *member’ when used with vespect to w registersd
speneitles association means any brolker or dealer who apgrees to he
regulnted by such nssociation amd with respert to whom the associa-
tiry wndertaloy 1o enforce eamplinnee with the previsions of this
title. che rules ard vepulativong theeeonder, wod its own rales™.

(2} Paragraph (% tlhereol 35 amended to rend as followes:

“i00 The term 'person’ ineans o natirnd pserson, CORDLILY, 0vern-
ment, or pelitical subddivision, sgeney, or insteamentality of a fpovern-
reentt

(%) Paragrapl: (12) of sulwections (a) thercof is amended to vead
a5 follows:

H{18) The term ‘exemmpted securtl v’ or ‘exempted securities’ inclndes
gerutities which sere divect oblifmlions al, or obligations pnaranteed as
to principal or interest by, the TTnited Statess such recumtics iszoed or
ganranteed by corprraiions in whieh the TInitad States has a divect or
inedi rect, Inteceg. gs sled] he deﬁigu:gtud fur qurnptiﬂh h}' the Sw:mtarjf
of the Treasury ag necessaty or appropriate in the public interest or
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for the protection of investors; municipal scourities, as defined in sec-
tion 3o} (28] of this title - Praséided, dowever, Thal municipal socuris
tiez shall riot be deemed to 9e ‘cxempled securities’ for purposes of
gerlinns LA, 16A [exzeept spbsections (b)(G, (B}{11}), nnd (g (%)
therenf), and 17A of this title; any interest or participation in any
corurtan trusl fund or similer fund maintained by o bank exclnsively
for the coflective investment and reinvostment of assets rontributed
therato by such bank in its capacily as trustee, exccutor, administ rator,
or guardian; any interest or partjeipation in o golective truzt funrd
maintained by & bank gr in o separate sccount reaintained by an insur-
anee company which inrerest or pavticipation is isacd in connection
with {A) a stack bonus, pension, or profit-sharing plan which meets
the requirements for gnalificocion ander section 401 of the Toternal
Revenus Cade of 19534, or {B) an supuny plan whivh mects the
reauirements for the dednetinn nf Fhe srplaser’s conkribation amdear
section &4{a) (¥ of such Caode, other than any plan described In
cluuse {A) ot (B of this paragraph which covers eomployess some ar
all of whom arc employaers within the meaning of section 401 {c} (1) of
such Code, and such oiler securities [(which may inclade, srong
others, unregistared srcurittes, the market in which 18 predominantly
intraztate) as the Commissien mey, by such rules and regulalions as
it deerns consistent with the public inrerest mul the protection of
ivostors, eilher unconditionally or wpon spectfied terms and eondifions
ar for stated perods, sxempt frem the operation of any one or mnre
Prﬂviﬁiﬂns ol this title which by their terms do not apply to n
exempted sacurity’ orto fexempted seenrilies’,

(4) Parvapgraphs (17}, (18}, and {19} of subsection {o) thereof are
wimended to read as fodlows:

(17 The term 'interstate coonnieres’ Means LIRGE, CONLMATTe, F1lLs-
]f?nrtu.tinn, o ety Bichbion amahe the severe] States, or between rny

areign conotry and any State, or hetween any State aml anv place or
ship outsids thereaf. The term also ineludes intrastete use of (A) a1y
feeility of a notional sevarities exchange or of 3 telephone or other
interstate meen: of communication. or (I3 sny other interstate
inatrutrent alilw,

“OLRY The tevm ‘person assoviated with a broker or dealer’ or fasgno-
ciated person of & broker or dealer’ means any parlner, officer, director,
ar broneh monager of sueh broker or dealer {or any person oocupying
# similar status or performing similar functions), any person directly
or tudirectly condralllgr, contralled by, or under comemen eontral with
such broker or dealer, or any employee of such broker or dealer, cxcept
that any person associsted with a broker or dealer whaose functiens are
solely clerice]l or mintsterial shall not be incinded e the meaning of
such term for porpnses of =motion L6(hY of (his title (other than
paragroph (6] iwreof),

419} The terms 'investment company’, ‘affilizted person’, ‘insurance
company’, “smparate nocount’, and *company’ have the ssme meanings
as in the Investroent Company Act of 1940,7.

{5} Paragraph {21) of sabsection (1) therenf iz amended to read
ws followes:

{21} The termn ‘persen assocrated with o member’ or ‘wssmeiated
person of o member' when used with respect to o member of a national
sectitilies exelmnge or registered Securities asociabtion means any
partner, officet, Jirsctor. or braneh manager of such member (or sny
person oceupying & similur status or performing similar fanetions),
aoy porsen dicectly ar indirectly controlling, eontrolled by, or under
comnmon contral with such member, or any employvee of such member.™,

(6) Subsection (a) theraof is fuvther siended by adding at the end

thereaf the following new parsgraphs: .
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20T CAY The trrn ‘serurities informatlon processor’ muedls any
person engneed oo dhe business of {i) cullecting, processing, or pre-
pating for distribution er publictlion, or assisting, participating im,
or conrdinating the Jistribution o publication of) information with
resprot $o Dransaetions in oy quatitions for any security [other than
it exenprtec seelpity ] oo (b distribiing or peblishing (whether by
mepns ol a ticked tape, A commulicativng network, a terminal display
device, o otherwise} on u curremt and continuing bosis, informaiion
with wespect to secly transactions or quedoiions The term ‘securities
infopmation processor” docg oot inedede any bena fi-e neaspaper,
nows magazine, o business or fnancial publication of genecal wnd
regubar eivculation, sy sel f-regulalary orpanization, eny bank, hroker,
dealer, building anel loan, savings and Inan, or homestend association,
o cocPerative bank, 1f 2uch bank, broker, dealer, assoeiation, or codp-
erative buni would ba deenwd g6 be o sertrities informaticn processor
solely by vewson of funetions performe:l by suell institutions as pard
of costomury benkiygs brokerage, dealing, association, or roofwislive
bank activities, or any cemmon carrier, as defined in section 2(h) of
the Communicaiions Aot of 1931, subjent to the jucisdiction of the
Federa! Comnnunicetions Cummission or o State comumission, as defined
i secrtion #0t) of that Act, naless the Commisgion deteemines thad
ercle carvier 15 sngaged in the business of collecting, processing, or
prepacing for f[i._":'.Tl"iEl]ii.nl'l nr pnhlication, informatinon with reapert
to transictlons 1 or quetetions for any sconrity.

Y The term “exclusive processor’ means any securities informa-
tint provessos o selfregnlatory ocgantzation which, divectly or indi-
rect]y, eogagos on an exclusive basiz on behalf of any national secnrities
gachatize or reglstered sevarilios assoeialion or any nationgl seeuvitiey
exehange onr repristered Seenrities assnciation which enFiges on an
exclusive basis oo its own behal{ ju collacting, processing, or preparing
for distribucion or publication any informetion with respect foo (i)
tranfaet iots or quelatiots oo o effecled or made by meeng of any
Facility of snch excliange or (i} quotations distributed ar published
by means of any clestronje system opergted or eonteelled by such
afssLakIon.

{25 CA Y The et telearing apeney? weans gy person whe Rets
ag an interinediacy ib making payments or deliveries or both @
onnnection with trausactions in seeurities or whe provides Tacil dies for
comperizon of date vespeciing the ferms of sebllement of secnpitics
iransactions, to reduce the number of settlements of seeurities trans-
actions, of Tor the alloration of seourities setilement responsibal ities.
Sueh lerm nlse means any person, such as 2 seouritiog depository, who
{1} nets us & costodinn of securities in connectiom with & systemn for the
central handling of seenrities wherehy all seeurities of & parinoudar
class ot series of any issuer depasited within (he system are treated as
fungible and may be transferred. loaned. or pledged by buokkeeping
antry without physical delivery of seonrities cuptifiontes, or (i) other-
wise permits or {acilitales the settlement of sccuritics transsetions or
the hypothecotion or iending of seenrities without physical delivery
of secortries certifientes,

“IH] The term ‘elearing apeney’ does nol inelude {03 any Federal
Reserve bank, Federad hiome Joan bank, or Federal lend hank; {ii)
any nnational securitics exehange or registered securilies associarion
solely by repson of its providing faeilities for comparison of date
regpecting the terms of seltlement of sconvities transactions efecled on
foch exchangs or by means of any eleciconic system cperated or con-
trolled by sucl assectation; (iii) any bank, broler, desler, building
ind loan, savings and lean, or hemestead association, or cooperalive
bank If guely bank, broker, denler, sssncialion, nr cooperative benlk
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would be destoed 1o be o clearing apency solely by reagon of funclions
porformed by such institution as part of custemary banlcing, broler-
ae, dealing, assoclation, or coeoperative banking activities, ar solely
by reazan of scting on behulf of o clearing apency or o participant
therein in eonnection willi the fornishing by the clearing arency of
serviees to its partiripants or tle use of services of the rlegring ageney
by iz participants, uuless the Cowmlasion, by rule, otherwise provides
i5 NecesSnly or appropriale 1o assare the prompl and accorate clear-
ance and settlement of seenritics fransactiong or to pravinl exasion of
this title; (iv) aoy life insurance company, is 1emistered separatn
geeounrs, ar o gmsedisey of sneh insurance company solely by reason
of functions cormowenty performed By such entities in connection with
virighle pnnnity eontrvacis or variable life policles lasusd by such
INSUUANCE COIMpAny 0T its seperabe accauats; (v) any registered apon-
end inverbment. compuny or unit investment trost selely by reason of
functions comnenly performed by it in ronnection with shares in
snel repiztered apen-ehd investent cotnpiany or nhit investicent Lusi,
or {vi} uny person solely by resson of ite performing fanetions
flezceived in parmgranh 2R(KY of Lhis snbsectwon,

[T LK L L I - _t . . H

(24} The term “partieipant’ when nsed with respect (o a clegring
aprency means any peeson whe naes a cleacing ageucy te elear ar settle
seellrities transuefions or to transfer, pledge, lend, or hypotheente
F.Ebl.’:llt'iﬁ{!?'-:. 5"I’_‘h '11_=rm ﬁr:li_':!'j i iI'IL'IiI,II:lF‘. i I_'I!_"['.ﬁ-sﬂn “'}IUEE,. |1r1TI1= &2 'U_[‘ a
clearing ameney is () ithrongh another pemon wl s o potticipant ar
fLY} as n pledpes of sccurities

“{ahh The term “transfer nment’ means any person who engapes oo
behalf of an issuer of serurities or on behalf of itself ns an ssuer of
securities in {A) conntersigning such seenrities upon issunnee; (T4)
monitering the isswanee of such securitier with o view to preventing
nnaytierieed jssupnee, a dunction commonly perforoud Iy o person
called a eegistene: (O registering the Drawfor of siel sreuriliesgg
(TH vxehengings or converring such securities; or {E) transfeirring
reeorid ownerslin of seencities by beollweeping entry without physical
izzinnee of seenrities centifientes. The term *transfer purenl’ dosy not
inelude any Insurahes company or separate account which purforms
such funetions selely with respeet to vaciable aneubiy controcts or
varmhie 1ife palicies which it issues or any registared rlearving wreocy
which perfnrms surh fanetions =olely with rorpent to opoinne ronlrwds
wlhich 1t issies,

“{28) Tle term ‘zelforepulatory arganization’ nweans any natinnal

securties cxchange, registered securities association, or tegpistored
clearvitys uoeney, or (solely for parproses of sections 19¢b), 15[c), and
23{h} of this tit}s) the Municipal Serntities Rulemalking Board estab-
lisher by section VAR of thisiitln, '
o #{aTy The term ‘rules of an exchange', frules of on assoeiation’, ar
‘ruler of & clearinp aponey’ means the constitotion, stiicles of meor-
poration, bybaws, sod tales, or instruments corresponding to the fore-
going. of an exchange, ssraciation of keokers and dealers, or clearing
igincy, respectively. and such of the stnied policies, peactices, and
Infarpretations of such exchange, pssociation. o clearing ageney asthe
Commisson, by rule, may determine to he necessury or appropriate
ity the public interest. ar for the pratection of (nvestars to b deemed to
be rutes of such exchange, associntion, or elenting apency.

“{e8) The ternt ‘rules of o sell-regulatory orrmunizetion’ means e
rules nf an exchange which i o national securitics exehange. che rules
of an association of brokers and dealers which is a registered securities
asgEniation. the rules of a clearing ngeney whicl s w registered eloar-
IFI!'lg flli.'_‘.“:'nl&}‘. or tior Totes of the Alunicipal SBecuriiies Rulemaking

DILrl.
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“fen) The lerm “muoocipal secutibies’ means seeuritice ‘r‘hlﬂh arg
direct. obligntions of, or obligetiens gueranteed as to prineipal or
interest by, n Sate or eny pohitizal subdivision thereol, o sny agency
ar instrumentadicy of a State ar oy policical gutrlivision thereol, ar
any municipal corporate instrumentality of ons or meore Stules, ot any
seetity whiclt s an indusizial development bond (a5 defined in section
102{c (2} of the Internal Revenue Code of 1954) the intared on which
i pxelndable from mress neone uiider seetfon 10302 (1] of such Code
if, by reason of the application of paragraph (4) or (4} of section 103
{1 nf such Cole (determined as i paragraphe (4){A), (57, and (T}
wure not included io such seetion WES{e]), patagraph (1) of snch sec-
ficar 103 {ch hoes hot apply bo sieh security.

") The term 'muubcipal seecribies dealer’ means any person
fimcluding a separately identifiable department or divisian of a bank)
cngaged in e Dusiness of buying anel selling monicipel securities for
i aen aeegunl, (hrineh a beoler ar oflierwise, bt Joes not inelnde—

A any peranr insofar as he buys or salls guch securices for
his gwn aecownt, eithes indiyidually or in some fduziary copacity,
buar not psn part of 0 regwlar businese s or

“{B1 ahank, unless the bank s engoged 10 the bnsiness of buy-
ing wd selling malhieipal securitios l‘fxr itz owh account ather
than in a fiduciary eapacity, throngh o broker or etherwiac: Fro-
wided, haivever, Thal if the banlk 5 engaged in =zuch business
through a separetely identifioble department or division {as
defined by the Municipel Becurities Bulemoking Board in aceord-
anes with seetion 1A TRY (9 (HY of this title}, the department or
divizion and not the bank itself sholl be deemed to be the munie-
1l spentities dealere,

{51} The teem ‘municipal securities broker’ means o broker eogaged
i the basiness of etlecting tranzactions in municipal securities for the
weeonnt of others,

H{22} The term ‘person azeociated with s municipal securittes dealer!’
when used with rspeect to a rognicipal secarities dealer which is 2 bank
or o division or depariment of a bank means any person directly
angnped in dhe maragement, direefion, supervision, or preiormames of
any of the municripal securities desler's activities with respect to munie-
ipal securities, and any person ditectly or indirectly controlling such
activities o controtled by the nomicipel securifics denler in connection
with sueh getlvitocs,

#{45) Theierm ‘municipal zecanibies investmont portfolio’ means 21l
muli¢ipal securities held for investoent and not for sale as part of a
regular buginesz by o rounicipal securities dealer or by a persen,
directly - indf\‘ﬂﬂ.l:r'., rantrol[ing, cantrolied I.'.r'f., or wnder conno eo-
trol wich o munieipal secnritios dealer. '

“1{.'3-[} The rerm ‘a pp:'&priate re.guhtmjr a.genc_\" 11 BRI G—

“{A) When used with regpect €0 o municipal securities dealer:
411 the Comptroller of the Currency, in the cuse of o
notional bank or a bank npevating under the Code of Law for
tlee Thglrict of Columbin, or e subsidiary or a department o
division of any such bank ;

“{11] the Board of Governors of the Federal Reserve Sys-
tem, in the ease of 8 State member bank of the Foders] Reserve
Systen, a subsidiary or a depariment or division thereof, a
bank holding company, a subsidiary of a bank holding com-
prapy whieh (5 a bank other than o bank specified in cianee
(1) wr {1ii) of this subyparngraph, or a subsigiar}r or o depart-
ment or division of such subsidiary ;

“(iii} the Foderal Deposil [nsurence Corperation, in the
cags 0f a bank insured by the Federsl Deposit Tnsurance Cor-

el O-T -1y
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poration [other than a member of the Faderal Roserve Sga-
tem), or 8 subaidiary or deparlment or division theteof ; and

v} i Commnission in the cuse of all ether municipal
securities dealers,

(B When used with respeet £o e clearing ngeney or transfer
BLent:

¥(1)y the Comptroiler of the Currency, in the cose of o
nationa] bunk or o banlk operating under the Code of Law for
the District of Columbia, or a subddiery of any suel bank;

#(11) the Boprd of Governors of the Federal Reserve Sys-
lemn, in the cass of a State member bank of the Federal Reserve
Svatem, o subsidisry thareof, a banl holding compuny, or a
sibzidinry of 2 bank holding company which is & bank other
’r-}:mu!;Il a banlk specified in clause (1) or (i) of this subpara-

T#[L;

*[iiiy the Federal Deposit Insurancs Covporation, in the
cise of o banl insuved by the Federal Daposit Insurance Cor-
poration {other than a memoer of the Federa] Reserve Sye.
fem), or s anbsidiney tharect; amd

*{iv) the Commisston in the case of all other clesring agon-
cies uinl branstor agenta,

) When used with respect to & participent or applicent to
becerme A participant in a clearing agency OF & person reguestinyg
or having access 30 serviees offered by s clearing ageney

{1} the Compleoller of the Currency, in the cage of o
nations] bank or a hank operating under the Code of Law
for the District. of Columbia when the appropriaie vegulatory
ageney {ar cuch clearing ageney 38 not the Commission;

*{i1] the Board of Governors of the Federa] Reserve Sys-
tem in the case of 4 slate metnber hank of the Fodoral Reserve
System, a bank holdmg company, or 2 subsidiary of a bank
helding company, er a subsidiary of » baok helding company
which 15 4 baalk other thaa 2 bank specified in clanse (i) or
(i) al this sobparagraph when the eppropriate regolatory
weeealey Tor sweel clearing agearey s mol Lhe Corpnisston ;

(i} the Federsl Deposit 1nsurnce Corporetion, in the
case of o bank insueed by the Federsl Deposit Insorance
Corporaling fother then 2 member of the Federal Riserve
Systen) when the wppropriate rermulatory apeney for such
elearing ageney is nok the Cormission ; and

“lir) the Comnnission 1o all other sases,

“{T When used with respect to an institn*ional investment
manager which iz o bank the depesits of which wre Insured in
neeodenes with the Federal Depesit Insursnce Aet:

Y the Compirolley of the Corveney, in the case of o
nationad Dan® or g bunk opereting nader the Code of Law for
the Distrirt of Coalumbiz;

¥(iiy tax Board of Governors of the Feders] Reserve Sys-
tewr, In the case of any other meember bank of the Federal
Eoserve System ; and

“fiii; the Federal Deposit Insurance Corporation, in the
eass nf any other insured banlk,

"{E) When used with respect ta a nabional semrrities sxchange
or pegistarad sscurition arsocintion, membor thoreof, parson agso-
cinte] with a orember thereol, applicant to becoine a menkber
thereof ot to beeome masociated with g member thereof, or porann
requesting or having aceess to servieos offered by such exchange
ol associutian or member thercol, o the Municipal Securities
Eulemaking Board, the Commission,
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4L

(F) When used wich respect to ¢ person exercisingn investment
dis.cre.lf.lnll with respect Lo il acﬂﬁl]nt;

"1} the Compreoller of the Currency, in the cnse of =
national bank er o bask operating ander the Code of Lew
for the INstricl of Columbin;

"[11} The Board of (Governors of the Federal Reserve Sys-
tem jn the cvhse of any other member bank of the Federal
Bescrve System;

Yiiny lhe cheru] epnsit Lusuranee Corporation, in the
cide ¢f any wther banl the deposits of which ale insered in
aennlcLanee with the Wedergl ]-IIE!I:-UEH Ihsgrnnee At ;A

“{iy) the Commission in the case of all other such persous.

As nsed in this pagagraph, the Letms hank halding compary® and “anb-
gidiary of 2 bank holding eompany® bave the meanings given them in
spctinn ¥ ol the Bank Haldinge Uompany Aot of 1056,

FIY A persom exercises ‘Juvestrient disersiion® anth respect to an
seecint, i, divectly or indiveetly, such preaon (A) is authorlized to
determnine what swcoritios ar other property shiail be purchased or sold
by o far the aceount, {13} males deelsions as Lo what seclirities or
othar propevis shall e purebinged or sold bi’; or for ihe accounl even
theugh sume other person iy have respongibility for such investment
deeisions, ov {0} otherw ise exerclzes suech intlacnee with respect to
the pl.:l]’r_:hnm um] sule of speurtties or ather JPrapeErty h}r ar for the
aeennnt as the Commissioo by rule, delermines, i the public interest
e for s p[‘l:}T'.t'i.‘.tinn of inre’.hsm:'s._ gliauld be ﬁui;fm'.t. ta tie fpaerat won of
the provisions of this title and the rules and regulations thercunder.

“(36) A clues of persons or murkets is subject to ‘oqual regulation”
if o member ol the dlnss lag o competitive advantage over any other
memnber thereol rezndting fror 2 disperity io their regulation under
thas tikle whicle the Oommission determines s unfor and oot beecs-
gary or appropriete io faetbwerener of the purposes of this title.

LTy The termn 'revords' merns socoimts, correspoadence, awamn.
randums, Lapes, discs, pepers, books, and ofler decuments or tran-
geribrd nfonmation of any type, whetler eapressed o ordijary or
muhiitue g

“{38% The term "wwrket maker’ means any specialist perrnatied to
act 18 a deater, noy dealer acting in the capacity of block positioner,
and any dealer who, willl respect to a srenrity, holds himsell out (hy
1'r1h‘:"ri]'|lt_5 :Juﬁh;[‘ii_mﬁ noan infer-dealer cominunicationsg srstem or other-
wize ] a5 being willing 1o oy and se11 such seevrity for his ewn aceount
v a regular or conbinious basis,

HERY A porson s subject to a ‘statutory disgualifieation’ with
respect Lo membership or purticipation in, or assoeiation with o mem-
ber of. g sedf-regrplutory organization, if such perzon— .

“{AY hrs been wnd is expelled or suspended from membership
ew- prartiviypeadion 1o, ar barred or suspended from beings associaled
with a meinber of, any self-regulatory oopanivation;

“{TY is sulect to an order of Ehe Commission denying, sus-
pending for a preciml not exceeding twelve monthe, vevaliing his
registoation as o brolker. deuler, ar jnunieipal secoritics dealer, or
barring 1iis being sssociated with a breler, dealer, or municipad
securibies dealar;

“0C Ly g comddnet while associuled with o breker, dealer, or
rminnisipal seccrities dealer, bas been foond to be 2 canse of any
effective sispenglon, expnilsion. or order of the charavler deseribed
n subparagraph (A} o {B) of this paragrapl, and in entering
such a susponsion, expulsion, or order, the Cgﬂmmiﬁﬁi-ﬂ'!'l nr any such
self-regulatery orgunization shall have jurizdiction to find
wlether or oot Any person was g ceuse therenf;
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H{T}} his associnted with him #ny person who is known, or in
the exercize of reasonable care should be mown, to him to be s
pﬁrT] descriled by subparagraph (A}, (B}, or (C) of this parsa-
zraph; ov

“([) has ¢ommitted or omitted any oot emumerated in sul-
paragraph {TH or (EY of paragraph (1) of seotion 1500 of this
title, hoe beemy convictod of eny offense speciied in subparngraph
IE(lJ.i]l of such paragraph {4} within ten years of the dute of the

ling of an application for memberslip or participation in, ar lo
become assoclnted with o member of, such sell-regulatory orza-
hteabaoh, Jz enjoined from any sction, corduct, er praclice speci-
fied in sobparagraph () of such paragraph (4], has willfally
tinda or eansed to be nade in any applicetion for membership
or pariicipation in, or lo become gssocialed wirh a2 member
oof, & self-regulatory organizetion, report required to be filed with
& sell-regulatory organization, or proceeding before s sel f-regala-
tory organization, any slatement which was at the time, and in
the liglt of the circumstances under which ¥ wus inede, fulse or
misleptling with respect Lo any naterial fuct, or has omitted o
state in aany such application, report, or proceeding uny maleral
fart which iz vequired 1o be stated therein . i

{73 Bubsection () thereof is mnended to vead oz follows:

b Fhe Conmission and the Board of Governors of the Federal
Hegerve Hystam, g to matters within their tespective jurizdictions,
shall have power by coles and regulations te define technical, trude,
acealinking ond other terms psed In this title, consistently with the
provisions #tel purposes of this title',

(B} Thesection is Forther mnended by adding ar e pwd thereof the
following now sphseelion :

“(d) Koismer of municipad securities or officer vr ainployves tlervaf
acling in the course of bis offictal duties as such sball be deemed to he
2 ‘breker’, *dealer’, or niunicipal securities dealer” solely by renson of
h:l.gmg._ selling, o effecting transactions in tle issuer’s securities.”.

See, 4 Bectton 8 of the Recurities Exchange Ack of 1034 (15 (7.8,
TR 15 armencled fo read ps Tollows: )

a1 IONAT, SECURITIES EXCHANGER

“Heo. 6 (o) An exehangs nay be vegistered os o nutional seearitios
vxehangn under tle terms and conditions hercinafier provided in this
section ani to accordunes with the provistens of =ection 18{a) of this
Hile, by Aling with the Commission an application for registration in
such form us the Comumission, by rule, may preseribe containing the
rules of the exchange and such other inTormation and documents as the
Cumtnisston, by rule, may prescrile as necessary of appropriate in tle
publie interest or foar the orotection of Investors,

*{b] An exchange shall nol be registered as a national securities
exchangs unless the Commission detertnines that—

H{1} Buch cachahge is so erpanized anud has the capacily to be
able to cavey oub the purposes uf Lhis title and to comply, and
(subject to any rule or order of the Comemission pyranant to see-
!rim"l 17{d) or 18{z) (¥} of this title} 1o enforce compliance by
s members and persons mssocinted with ics members, with tho
provisions of this title, the vules and rogulations therennder, and
the rules of the exchenze.

“12) Snbjecl to the provisions of subsection {e} of this sectiun,
the rules of the exshange provide that any registered broker or
dealer or natura! perzon associated with o registeved broker or
dealar inay betome w member of such exchange and any porson
may becrme sssocinted with a member thereof,
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i3} The rules of the exchange assore a fair mE}r&antatimll af
its members in the selection of its directors and administration
of ity affairs and provieds that ene or seote dircetors shall be rep.
resentabive of s=oers angd wveslors and not be assoeivted with a
meanber of the exchuige, broker, or dealer.

“f1y The pules of the exchange pravide for the equitsbls allo-
cation of veasonable dues, Toes, and oller charges ameg its men-
bers and 1ssucrs and oclwer persony using its facilities,

“{5} The rules of the exchangs ave designed ta prevent fraudu-
lent and manipulative wety 2ed practicez. to promote just end
eygmitalle principlea of teade, 1o foster cooperation and coording.
tic with persoms engaged inoregulating. clearing, setohng, peoc-
eestag fornntion with n-s{wc[ o, und factlitating transact lons in
seentIties, to remave imuditenis to and perfecl the mechanism
of a free piul open mnrket and 8 notioual maeket syster, and, in
general, to protect investors and the public interest; and ure not
designed o permiil uafair discrioinntion betwesn custobuors,
ssuers, brokers, or Jdealers, or ta regulute by virtue of any author-
ity eanferred by this title matters not related to the purposes of
this title or U administration of the exchange.

“8) Tle rules of the exchange provide that (sobject to any
rule or onler of the Commismion purshant o seetion 17{d) or 13
Corbi2) of thisvitle] its members and jursons sssociated with ity
members shall be apgeoprintely diseiplined for viokation of the
provisions of this title, tLi'. rules or vegulations thereunder, or the
riales of the exchaoge, by expulsion, susponsion, limitation of
avtivities, functions, and eperailons, fine, censure, being suspended
or berred from heing ussociated with n member, or any other fit-
Ging sanetion.

“(T) The rutes of the cxvlumre are in necordance with the pro-
visiong of subseetion (d) of this section, and in goveral, provide &
fair provedure for the daciplining of members and perzons
wasneiaied with mentbers, the denial of membership to any porson
grrkimgr rnembcrsl:é}) therai, the barring of any person frum
boecoming assveiuled with g memnber thereaf, #nd the prohibition
at linitation by the exchawre of any person with respect, to access
to servaces aifered by the exchange oc o ruomler thereof,

“(H) The rules of the exchangs do not impose any barde: on
Ctinpelition Dot ecessary or appropridde in fartherance of the
Jirpeses of his tirke

Fled (1} 4 pational secicities exelmnge shal] deny membership to
[ A} any persun, ather than a natural person, which is not o registored
broler or dealer ar (B) aay aature] persot who is 1ot or iz not asso-
cinted with. 4 regisiered heoker or dealer,

“(2) A noefional securities exchange may, and i goses o which
the: Commizsion, by arder, direets us Weressary or approprinte in the
public interest or for the proteetion shall, deny membersiip to eny
registered buoker or dealer o nutural person associsted with o regis-
tered broker or dealer, and bar from becoming nasocisted with o mem-
ber any person, whioissubject toa statitory disguelification, A national
serurities axehange shall file notice with the Commission not dess than
thirty days prior to admitting any person (o memberehip oF pernilling
any perzon to heeonne wsseoisted with a member, 1f the eRchange knew,
or in rhe exercige of roasonable eare ghould have known, that such
person was subjert to 2 stelutery disqualifiention. The notice shall be
s suely ferm and contaln such informetion as the Commission, by rule,
may prrvscrile as necessary or apnpridte in the public interest or for
tha protection of invostors,
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LB EAY A natinng] securltics exchange E]'iﬂ.E’ deny mEmhershiIP to,
ar condition the membetship of, o repistered broker o derder JT (1)
sneh braloer or dles o does not imeet snech starmiards of finanmzl I2RPaT-
sibilily or operational capabality or such broler ar dealer or any natural
person gssecation wirk el roker ovdealer does nat meet such stand-
ards of training. ex periEnce, and caompetene w3 are proseribod h_!.-' ko
rules of the nxﬂhﬂ.ngn or (i) such brobes gr degler or peraon associated
with such braker ar dealir has cngaged and there 12 0 rewsonable lilee-
lihood he may wmain engagee in aels or pracliees inconaistent with juest
and eguilable principles of trade. A national secorities exchange may
caine ncl verify the cualifications of ai applicant to hecone w
memnbier und the nagural pesons paseciated with such an applicant ‘n
accordanes with procadures established by the rules of the exchange,
4B} A nationa! securities exclange moy batr & natural person from
becaming a memnber of associated with u member, or condition the
membersiip of & natars] person or msioctation of 4 naturel person with
8 metaber, if sitch natucal pevson (i} does not. meet such standards of
Eraining, cxporiense, and competence ag ave prescribed by the rules
of Lhe exchange or (11} has engaged and there 75 o ceasonable Vkali-
hiood he rasy mmin engage in pefg o praciices inconzistent wilh just
and equitab]n prir:cip]eﬁ of 1rede, A tonal seeaeit ey nxu:.‘hzmge ey
axamineg and verify the mlilications of g0 applicant to become o
rl:rﬂon azsncial with a member in accordates with procedures eptal-
ished by the rudes of the exchange and requin: aby petson assoriated
with a memnber, or any class of surh peraons, ro be registered witl the
exchatyoe in aciordance with procedures so eatablished.

{01 A nariony] securities exchange may her any person From
becoming assoriated witle 1 member if such person does not agree (i}
o supply the exeliange with such informeation with respect fo s redw-
tionzhip and dealings with the member as muy be specified in the rules
of the exchenge and [1i) (o permit the examination of its beoks and
records Lo verily the acontaey of anv informnrion so suppdied.

4) A nunwenal securities exchange may (A Tnpt the oupber of
members of tow exchange and (B the number of members and desig-
natad representalives of members permitted to elfect (ranssctions on
the floor of the exchargs withoud the serviees of snother person soting
as broker: Prorédfeed, Rorcever, That ne mattonad securitics carlhange
shal] hove the authority io decrease the namber of Temberahipain such
exchangr, or the nnmtwer of members and designated representatives of
memhbers permitiend o efect transeelioos on the fleoe of el exchange
wit hout the warvices of another person ncting sy broker, below sneh
number in vfleer on May 1, 1975, ar the dae such exehange was reg-
istered with tha Cornizaion, whichover i Intor s Aned prooided furtiar,
Thal thse lﬁl_‘ll!’l]’l‘liﬁil}]‘lr i aceardanee wilh the pm-.'isluns of zection
1% ey ot thiz title, may amend the rules of any nutiooal serarickes
exchange (o increwse {but not (o decrerse) or (e remove Aoy limitation
ou the mumber of memberships in such exchobge or e number of
rembers or desipnatod renresentatives of members permirted rp affeor
Lraneaclions on the flage of the sxchangs withaut the serviees of annther
gerson acting as braker, if the Commission finds thal such Hmdtation
impuses a burden on compelition nof facessary oF approprinke in fur-
theranee of the purpeges of thistitle

“{d3{tY Tn any proseeding by o nationa] seenritics exelunge to
determine whether A member or person mssorinted with a member
should be disciplined [other than & summaty procceding prrsugni (o
paragraph (3] of thiz soboection), the rxchangs shall bring specific
chatges, notify suck member ar person of and pive hio an opportunity
to defend against, such charges, nrd keap a record. A determination
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L tlie exchange to impoze a disciplinary sanetion shall Le supported
by a statemeni setting forlli—

A any act or practiee o which sneh member or person asso-
cispted witl 1 member has leen fusnd to have engageed, or whieh
grch menneley or pevsgn bas Deen found to have omnirted ;

{1} ihe specific provigion of this (ile, the rules or repalutions
thevennder, or e rules of the exclange which ony soeh act or
practice. oT ondssion tewet, 15 deeamed] (o violals; and

{0 Hheszaetion imposed and the reasons therefar.

“fﬂ} In HILy pl‘:)(',{:t"t']ing |:r_1..' a nnitona] seeurilies {'xn]mn.r__re to delor-
nine whether w person shall be denjed wmembership, ba-rved fiom
becoming assoctated with a membor, ovr probibited or limited with
reapoct 1o ueress Lo services offored by the exchange ot a member fherrof
{ather thar o snmmory preceeding pursuant 1o parageaph (31 of this
subsecticn ), the excleaze shall notify suell porson of, end give him
il oppartunity to be hesrd wpon, the specifie grounds for denial, bar,
ne proliibition e limateton under considerution and lkeep & record. A
sdeterminarion by the exchange to deny membecship, ar 3 person from
bevominy agsoeiated with & member, or prohibit or lindt o sersen with
Tespect to acces 1o services nifared by the excllange or 8 imembier twoeend
shall L wepported by n statoment sett e fortl the specitie grounds oy
whicli the fllrn'lal, barc, nr prohitition or limitation is based.

“{#) A netional securities exchange may swnmarcily (A} suspend a
memnber or peison associated with o member who has Leen and is
vxpelled or suspended from any sel f-regulatory argainization or barred
or suspended From ey sssociuted witl o member of aiey self-roguln-
tory organization, (13 suspend a member whe is 0 sueh Bnancial or
operating difficolty that the exchange determines and so notifies the
Comnission that tle mender cannet be permitlad in conbinue to de
husiness sy g member with safofy to investors, ereditocs, other sem-
brers, oor thie exchiatgee, oo (O] i it or prohibit any person with reapoct
to aevess to serviees olfered by che exehenge if subparagraph {A) ar
{B) af this preageanpl is ulapf(]uahi_e to such person or, it Ehe case of o
person who s oof a member, i 1he exchange determines that such pers
son Jdoes oot weet the qualification reguimements or ofler prer\equ'rsi.tes
fou sucle nevess andd sueh person cannoe be permitted to eonrinee to
liave sneh ecess with sefefy to investors, crediters, members, o the
exehamgme. Any persen agprieved by any sach snmmary action shall
be promytly e forded wn oppertunity for 2 learing by tlie exehangs in
arcordunce with the provisiong of nuoagraph (1} er (2} of this snb-
seet joal Tl Camnission, by order, may stay any such summary action
on ita owic motion or upon applicntion by any person agzrieved
therehy, if the Commission determines snmmaeily or alfer etice and
oppottunity for hearing {which Lieating may consist solely of the sub-
misgion of afidavits or presentation of orul argmments] that sueh sray
i consivbent with the public intermst and the profection of investors,

“{ry{1} {roeod afrer the dote of etnactment of fe Scearitios Aoty
Amendments of 1573, no national securities excliange moy impose any
seledule or fix vates of commissions, ailownnees, dissounts, ar gther
fees 10 be charped by ita members : Promided, fowsner. That unti] May
3196, the preceding provisiong of this paragraph shall nat probibit
#nk suth exclange from imposing or Sxing any schodule of commis.
shuns. allowanees, disconnts, or ot er feas in be r‘{m raed by its members
far aeting as brolter ao the fAvor of the exchange or ns odd-lot dealee
And provided fuetder, That the Cammizeion, in necordance with the
provistuns of seetion 1%k of this title ax modifed by the provizions
of traragenpl (4) of this section, may- -

“lA) permit 8 rationad seearities exclunge, by rule, to imposce
uoreasonable sehedole or fix ressonsble rates of commissiens,
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atlowances, disenunts, or ather fees to be charged by its members
for effecting townsaction: on such exchange prior ta Novembur 1,
1570, if the Commission finds that zuch suﬁadule or Hxed rates
of commigsiens, allowanees, discounts, or other fees are in Lhe
puablic interest ; and
“{B}Y permit a netional securities exchange, by rule, to impose
a whedule or fix rates of commissions, allowwncey, discounts, or
other fees to be charged by its mamhers for effecting transnctions
o sleh exchangre afrer November 1, 1976, 1T the Commission finds
that such :'-‘.L‘:]le{ﬁﬁe. ar fizer] rutes of commissions, allowsuees, dis-
counts. or ether fors (3 are reasomable in relation o the costs of
Frm‘iding the serviee for whicl siech fees are charged {amd the
wmmission publishes the standards emploved o adjudging
vcasonabilensss) wnd (313 do net impese Aoy burden oo compe-
tition not neceszary or appropriate in furtherance of the purposes
af thiz Litle, takingr inte congsideration the competitive offects of
permittieg such schedule or fized rates woighed waeinsl the com-
petitive effects of other lawful actions which {he Commission is
authorized Lo lake under this title.

(2 Notwithstanding the provigions of seotion 18#(c) of this tithe,
the Commission, by vule, may abrogale noy exchange ryle which
impnges & sehedule or dxes rates of cormissions, allownnces, disconnts,
or otlwr fees, tf the Commission determines that such seledule or Axed
rates are no lonper reasanable, in the public inderest, or neecssary to
accomplish the purposes of this title,

31 Until December 51, 1076, the Conmission, on a »opular basis,
shall file with the Bpeaker of the Honse and the IPrezident of the
Somate infermation consering the sifeet on the public interest, pro-
tection of investors, and maintevance of Tir and sederly nerkets of
the nbsence of any schedule or Axed rates of commiisstons, allowances,
discounts, or other fees (o be cliarmed by members of any national
reenrilies exchange for effecting transactiona on such exchange.

“{4y(A) Before approving or disapproving any proposed ruie
change sibanilled by o national seenritics exchange whieh wonld
nnpose a sehedale o Ay rabes of commissions, allowanees, diseonnts, or
other {ees to be charged by its mombers for efferting { ranzacttons on
sich exchange, the Commission shall affonl interested parsons (1) un
{rl::pu:-rt.pnit}' for vrul presentation of dato, views, ard arcuments and
(n} with respect to any sneh rmle soveerning transsetions effueted
wftar November 1, 1976, if the Commisston determines thers are dis-
puted issues of materinl fact, to present sueh rebnttal sibmissions and
to conduct (ot have conducted under subparagraph (B) af thiz pama-
wraph) soch cross-cxamination sy the Commission determines to ba
appropriats and required for full diselosure and proper mesolution of
such disputed issues ol material Fact,

“{B] The Commissicn shall preseribe rules and make rulings eon-
cerning an¥ proceeding in secordance with subpasagraph (4) of this
puragraph dusigned to aveid unnecessary costs or delay. Buch rules
or milings may {1} impose reasenable fime Timits on each interrsted
person’s oral presentations, and (1) reguire any cross-examination to
which & person may be entitled under subpargraph {A) of Eris pazra.
graph to he condected by the Commission on bohelf of Lhet person
m such manner as the Commission delvrmines to be appropriote and
required for full dirclosure and proper resolution af disputed teages
of material fuct.

G (1) I any cless of persena, the mambers of which am entitled
to oonduct (or have onn£zc1.ed} croea-caamipntion under subpore.
eraphs {AY and (4] of this parsgreph and which have, in the riew
of the Commizston, the same or similar interests in the procecding,
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cannal agtoe upoh o single representative of such interests For pur-
poses of eroes-exanunation, the Comroission roay make otles and wml-
ings specifying the mannet in which suel interests shall be represented
ured such cross-examuinstien conducted.

i)y No vaember of any elass of persons with respect to which the
Commission haz speeified the mavner in whish it intereste snoll be
ropresented patrsaant to clawse [(ij of this subparageaph shall bw
denied, pursnant lo suele clunse (1), the opportumity te conduct (o
bave ronducted ] cross.examinalion ar te issues aflecting Lis pardion.
lar interests if | satishes Lhe (luamnisslan thet hbe has made o
rensonable and good fatl effort to reach ggresment npon geoup
representalion wnd there are sylstantial and relevant izaces whicil
wenld pol b presentod sdequately by proup representation,

SUTxy A tronseript shall be kepo of any ovel presentation nnd
LU - X LT e

“IEY In addition te dle bases spreiled o sobseclion 20fa), 2
eevicwing Covet ny 820 aside an order of the Commission under
aevdion 1% (b approving an exchange rule imposing a schedule or fimes
rates of commiseions, nﬁnwanms._ digeounrs, or other fees, 11 the Conrt
Mels—

“I1) a Commission deterniingt o uleler pavapraph {45{4)
thul ar indorested person s not entitled to conduct cross-expming-
Lion or meke reluttal submissions, or

H2Y » Commission rule or ruling ander paragraph (4 (E)
limiting the petitioners eross cxamination or  tebuttal  sub-
IITECH )

haz precluded foll digelosace and preper resolution of dspaled issoes
ol material faet which were neceszory for fair determination Ly the
Clommissing.

) The Conmiesion, by rule o order, as it deems Leceesary or
uppropriaie in the public interest and for the protection of investors,
to maintain fair amt orderly markets, or to pssore cgual regalation,
WY redpiire—

(1} any persou tiof A member or 4 designated representative
of a member of & national securities exchange effecting trans-
ackions on such vxchanpe without the serviees of anolher person
aetioge as 3 broker, or

S{2) uny hroker av dealer ot o member of 0 natlone] securitios
exchaupe offeciing transactinns on such cxclange on a regular
luasis,

fo eondy wirh such rules of such exelignge ng 1he Commission may
soeci fr™

S 5 Section 8 of the Securitios Exchange Act of 1554 (15 US.C.
TEhY iz winetded as follows:

(L4 The first sentence thereof 1s sinmenled by striking out the phrase
“any menber of & natioea] secarities cxelhaonge, o any broker or dealer
wlas braensncts 0 business in securities through the medium of any such
membwer™ aned by dnserting in lies theven? the phrosse “any roglstered
braler or desder, member of & nationsl seenrities exchange, or brokey
or dealer who iransacts o business in seeuriiies through the medium
of any member of A natione] seerpcitics gxchanga™,

(2) The section ig further amended by striking ont unlsestion (b,
redesigmatiogr subsections () and (d) theresd as subsections {b) and
{«] respretively, and smending redesipnated subzeption (2} to read
o follows:

“¢e} Todencd or arrange Zor the lending of wny securitios carried for
the aecount of any custamer withowt e written eongent of =uch coys-
torr or it contravention of such rules and reguletions as Lhe (o
tigsion shail preseribe for the protection of investors.”
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Bre. §. Svetion 11 of the Securities Bachunge Act ol 1834 (15 T.E.C.
T8l 15 pinended as follows:

(11 The Litle thereof is angnded Lo rend @ “TRAMNG 5y MEMBERS OF
FACHANGER, BRGKERS, ANT DEALENS",

(2) Subzections (o) and (b} thereof are amended 1o road as follows

“ia}(ty U shall beunlawful for nny member of 2 national scenrities
exchange to oflect any transection ou euch exchange for itz own
account, the account of 421 associated person, or sluancount witk respect
ty which it or an associeted person thereof exercises Investment
disgrethon s Provided, Acwever, That thiz puragraph shall not maite
nnlawiu.—

“fAY pny trancwetion by a dealer acting in the capaeity of
ket taker;

“I1) any teansaction for the account of we odid-tol dealor in
asteurity in which he 1y so regristered ;

BICY any stabilizings toangacion effected in eomplianee with
riles wieler section 10{b} uf this title o facilitate a disteibotien
of a seeurity m which the member effecting such transactinn is
prUiIzIpREIDE;

“{I1) any bona fide arbitrage transaction, any hona fide hedge
trangsaction involving a long or short position in an equity seei-
rity one a long or short pesition ie a security entitling the holder
En aeguire o sell sich equity securily, or any risk erbitrage trats-
actiodn In eonieetion with woamerger, nequisilion, tender alfer, or
similac brgnsuction Invelving o recapitolizntion

“(E) any toomsaetion for the sevount of o ratoral person, the
estete of n nature] person, or 2 teust (other thao 2n movestinent
conpaniy ] created by s onetuzal person for himself or another
natuaral person;

S any tranguad e to offsel o trnnsaction mede in error;

“{{z] uny other transection for o nember’s own arcount pro-
¥ided that (i1 such member is primarly engogesd ot hosiness
of underwriting and distributing seenvitios 1ssued by olher pea-
song, selling souritios to customery, snd acting as broker, or any
ane or mote &F much pebivitios, end wheose grecs ineome nocmably
is derived prineipally from snch business end related activities
and {it} sucl transactien iz eRected in compliznee with rules of
the Commisslon which, as e mintmuem, assure that the transackian
s ont inemnsistent. with the maintennnee of fair and orderly
marhets and yields priorily, parity, and proocdeiee in cxceotion
to arders Tor the aceount of persons who are not members o nsso-
eiated with members of Ehe sxoluree; and

#i1y any other transaction of o kind which the Commmission,
Iy eale, delerminggs 5 econsistent with the purposes of this para-
graph, the protection of investors, and the maintenance of fair
and orderiy mnrkets,

“(%) The Commission, by rule, as it decms neeessaty or appropriate
it the public interest and for the protection of investars, to mamntain
fair nnd arderly morkets, or to assore egual repmlation of exehrope
markets anpd marhets ocevrring olherwize than on un exchunge, may
regulate or prolibit:

#{AY trargactiong on g nationsl seeurities exchange ot anlaw-
Tul under paragraph (1) of this subsection effected by any roem-
ber therw} for its nwn acconnt {anless Aich member 1s ading in
the capaeity of market maker or odd-lot dexler], the account of
an agsociated person, ot en aceount with cuspect o which such
member or an agsoeistad perann thereof exersises investment dis-
e ;
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“[I}) transoctions etherwise than on a national secy rifies
exchange 2lected by uze of the mails or any means or stirumen-
tlity of interstate connnerce by any nwmger of & nationai secu-
rities exchange, hraleer, o1 dealer for the recouni of such member,
Lroker, or dealer {unlesz sich member, broker, or dealer is actin
in the capacity of a market inaker) the neeount of an aseociat
person, o un ocount with respect to which such member, broleer,
or dealer or wssncinted person thereof cxereifes investment dizere-
tion 3 and

MUY transiekisns on f palioual seentities exchange effected
by apy Lroker or dealer not w member thereof for the acconnt, of
S E}:-:}]cm' or dealer {unfess such broker or desler i3 aeting in
the capacity of market maker), the aeconnt of nn associated per-
so21, 0T an aecownt with respect to whicl such beoker or dealer or
nszociated porson thereo! exereises Investment discretisn.

(3] Tl provizions of paregraph (1) of iis agbgection ingofar s
they apply (o Lsnsactions on o natienel seouriticn exchange effectad
Ly o omember thereof wlw was & memnber on May 1, 1975 shall not
buecotie ffective until Mey 1, 1578, Nothing in this paragrapl slhall
e eonstened ta dmpaic or limit the authority of the Commission to
Tegulata or [pr-:::h ibit sieh transactions prior to hMuy 1, 1978, pursuant
topurngereph (2] of this subsection,

(1 When ot in contravention of sueh mules ond regilotions as
thiee Coquenission iy fireseribe 25 necessary or appropride in e pub-
v interesl and for the protection of investors, to maiam faiv and
arieriy Tnarkuts, or te remove impodiments to and perfect the mech-
aniang of & nations] market sysiern, the Tales of & pational secarities
excliunge wmay permil (1) a wember to he registered as an odd-lot
adender and ag such fo buy and sell for his own aoeount so far ns may
be rexsonably mecessary to earry on such odd-lot transactiions, and
{21 a member to be registered as 8 speciadist. Tnder fle rules and
rigrulations of the Cemmission a ﬁpﬂ(‘iﬂs’;:’t tnay be permitted b0 act as
a braler nnd dealer ar limited to ucting ns o hroker or dealer. 1t shall
Be airlawial Tor a specinlist o an official of the exchange to diseloss
information in regard to orders pluced with sach specialist whizh s
net nrailable to ail rwmbers of the exchange, to any porson ather than
an eficial ol the exchange, & raprosentative of the Cammission, or
specalist who may e adting For sueh spesialist @ Prowided, Aowever,
That he Commission, by viule, miay require disclosure to sl menkers
ot the exclamee of all orders placed with specialists, under such rules
and vemiadions as e Commission may prescribe 13 nesrssary or
appeapriate in the public interest or for the protection of investors.
IL hnd: also e anlawful for 2 specialist permitted to act ns  broker
and dealer tn effert an the exchange ns broker uny transiction ezcept
upo & tarket or limiled prive arder.™,

50 Bnbsection (¢} therrof is vepealed.

IS?-".{:. 7. The Seonrities Exchange Act of 1934 is amended kv ineerting
atter section 11 (15 LLE.CL T8k e following new secting

PRATTON AL MARTET SYLTEM FOR SECURITIES ) BECTRTIES [NIURMATION
PROCEREOLS

B 1AL {2 {1} The Congress Ainds thal—
“{A) Tha securittes markets zre an important nationol psset
wileh mued be preserved snd strenpthened.
“{I}) New data processing nnd commumisutions techniques

cteate the opportunity for mors efficicnt and effective markel
operations,

89 5TAT. 111

Effective date,

Odd-lot dealera
and speriglists,

Repral.
15 USE: 78k.

15 USC 7ak-L.



89 STAT. 112

Matirnal merket
system for
securitios,
establishment

.ﬁ.d\':is,ar}l
M| Heey,
establishimem,
5 LS npp. I.

Studies and
recotmemiations
o Conpress,

Seurities
informmation
PTUCCSS OB,

Exemption.

PUBLIC LAW 9429 —JUNE 4, 1075

G Tt is inthe }]Jublic interest and npproprinte for the protec-
i

tion of tnvestors and the maintennnee of fair ond orderly marlets
toassure — _ o
MY ecrmomically officient execution of securvities transae-
tiooe;

“{1) fale compelition gtiong brakers and dealers, among
axchangs markels, ond between exchengs markels and mar-
kots other thian cxchange merhets;

i) the nvailability tn Litpkers, deslers. and investors of
infurmation with respect to quotations for and transactions in
seclrtlies;

“{iv) the practicability of brokers execuling invostors
orfders In the hest market ; and

*[v) an opportunity, consistent with the provisions of
clavses (i) sed {iv) of this subparsgraph, for investors'
orders Io be executed withonut the participation of o dealer

(I The linking of all markets for qualified securitics througl
roimmunication and dats processing facilities will foster eficiency,
enhanoe vompelition, increaze the information available 1o brolers,
dealers, and investors, facilitete the offsctting of investors® oeders,
and contrisute to hest exeention of such orders,

“{2} The Cammision 13 directed, therefore, having due regard for
the public inturest, the protrotion of thveslons, and the mamtensoce
af fair and orderly markers, te use its auchority under this Litle 16
facilitate 1he establishinent of a natinha] market system for securities
(which may include snbsystems for preticnlar 1 vpes of securities with
unique brading cliaraeteristios) in nccondnnce with the Rudings sud to
earTy ot the objectiver gof forth in pavagraph {1} of this subsection,
The Coennission, by role, shull desigunte the securities or classes of
securities qualified for teading in the nations] market svstem from
amoryr securities other than ezempted seonrities. (Seeuritios or classes
nf seenriries so desipnated hereinafrer in this scetion seferred to as
‘qualificd a&curitim’.f

“{8} The Commission s anthorized in furtherance of the directive
fuparegrapt (2] of thiz subsection-

“{A} to rreate one or mose advisory committess pursaant io
the Federal Advisory Committee Aol fwlich shall he in addi-
tion 2o the National Market Advisory Board established pusuani,
tn subzection (] of this section) and to empioy one nr mere ont
sile oxperts;

“{B)} by rule or order, to suthorize or requie self-requlatory
organizations to act jeintly with respeel {0 madeers as to whieh
they share suthority soder ooy title in planning, developing.
operating, or Trgralating o national market system (or o H'ug-
s¥siemn thereof) or one or marn facilities therm B ad

Y o oconduet srudies wnd tmske recommendstions to the
Cungress from time to tirne as to the possibils necd for modifica-
tions of the stheme of soMf-regulation provided for in this title
&rr g Le dlapd it to o national market system,

“(h) {1} Exeepr ns otherwise provided in this seetion, it shal] be
unlowful for any securities information processor unless registoree
in acrordance with s subsection. direetly or indireetly, th nake nae
of the meils or wny means or instramentality of interstate conmstee
to perfoco the Simetions of » securilies information processer, The
Comemission, by rnle or order. upen its own mation ve npon apslicaticn.
may conditionally ar wpeenditionslly sxempt any sccurities informa-
tion provessor ot class af securities information processors or seerriby
or class of seearivios from any provision of this section ar the vules o)
regrulations thereunder, if the Commission fids that such exemption
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is consistent with tie public interest, the protection of Ievestors, aml
the purposes of thiz section, including the maintenance of fair and
arderly marhets In srenreiies and the remoen] of inpedimeonta ta aned

:vfection of the mechanion of ¢ national market system : Provided,
hnapewer, Thal n securlties Informution procesior Nob acking 45 the
cxclusive processor of Aoy ndermation witl pespoel to quotabions fur
OT LILCtions in securites s exempt from the requirement. to resister
in accordance with (his subsection nidess the Commession, by male or
order, finds tliat the regisiration nf sneh sepurities information proces-
got 15 heegasary ov appropriate in the public interest, far the prolection
of lvestors, ar for Lhe achisvement of the purposes ol (hig sertion.

iy A securities information processoer may be repistered by Bling
witly the Cormmission an applicelion for repistration i sush form as
the Commission, by rule, may preseribe containing the address of its
principal office, or offines, the names of the securities and warkets for
which it is then acting and for which it proposes to acl as o securitics
infurmation processor, and zieh other iformintion end documents as
the Commizion, by tale, may preseribe with regurd to performence
capahility, standards and precederes for the collection, processmg,
distribmtion. and publication of information with respeet tn quotutions
for and bransectian in secueities, personne] gualifications, naneial con-
ditlon, and such other matterz sz the Comnmizgsion deterinines to be
gepmane to the provisions of this tile and the rules wud régubakion:
thersinder. or neceszary or appropriate in furtheranee of the e poeses
nf this section.

“{3) The Commission shall. wpon the Bling of an applivation for
regietration parsuand fo pamseraph 2y of This subsectior. publisn
neitlee af the Hling and afford interested persons ah epporlunity ta sol-
mit written data, views, aml argumenls concerning soch upplication,
Within ninety days of the date of 1l publication of such notise (or
within such longer period as to which the applicant comnsenta) the {on-
inission ghall—

“{AY by ovder grant such registration, or
S{R} institnte proceedings to determine whether registration
ghopld be denied. Buch proveedings shall includa reice of the
grounds for denial under consicderating and opportunicy for hear
ing and shall be roneluded withio one Jiwnadred eiphty days of the
date of publiretion of notice of the Aling of the applivation for
registration. At the conclusion of such pracesdings the Commis-
giem, by arder, shall grant or dery snch registration. The Cammis-
ston weay extend the time for the conclusion of such provesdings
for up fo sixty days if 1t finds pood cause for such exdenzion and
publishes s reasons for so finding or for such langer periods as
to whdeh the appliedat cotsante
The Commission shall grant the regist ration of n seenrities Heloros.
tien processor 1f the Commission nds that swel seeweiies informetion
provessnr 13 =g nbganized, and has the capacity, fa be able 0o assnre the
prompt, accucats, and reliable perforownee of its functions as a seouri-
ties mformation processor, comply with the provigions of thistile and
the rules and repulations thereander. corry out jts fonetions in o
munuier conststeat with tho purposes of thiz seckion, and. insefar us it is
aefing ns an exclusive processor, aperate fnirly end efficientiy, The
Comnpnizsion shall deny the registration of a securities indormuntion
processor i the Commission does not ke any sach Arding.

“141 A veclstersd secureities infornation proragsor may, apen sach
terms wud conditions as the Commissint derm® neeessaty of fl'l:'rﬁt'np]"l-
ate in the publie interest or for the protectinn of investors, withdeaw
from repistration by Dling o wpitten nodics of withdrawal with the
Ciominission. If the Commizsion finds that any, registered cecuritics
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irformation proneRset 18 no lager Jo existence or has eeased to do bosi-
ness in the capacity specitied n ity applieation for registration, cor
Cominissich, by order, shall cancel the registration.

rar Ay IE any regivtered soruvitics informalton processor pro-
fubits or limits any person in mespect of neeess to services oflnped,
dienctly or huliveetly, by sneh seenvitios Infornut Ion processor, the reg-
imerecl securities Information pracessor shall promptly file notion
tlerent with ihe Coenmission, The notice shall be inoeueh form ned con -
tain meeh information ax the Commjzssion, Ly vule, may proseribe ns
hecessary o appropriate in the peblic toterest or for the pestection
of investors. Aoy prolibiting or limitation on aceess to seevices with
vespect. to which a registered secuvitics information processor is
roquired by Fhis paegrreaph tofile notice shill be 2noject Lo review by the
Conunission ar its own motion, or npon applivation by eny pemon
igmat v ed Therely filed within thidy davs after such notice has heen
Mhd witls e Commissinn and eced ved by such agprivved person, ur
within such langer period ng the Commndssion may deterinine, Appli-
cntion to the Comroiszion for review, or the institufinn of review by the
Comunission an it own motion. shall not operale a5 a slay of sueh pro
hibition or limitation, arless tle Conmission otheewise orders, sum-
iy or after nntice and oprodanity for hearing on the guesion of
natuy (which herring mny congier aalety of the snbmission of affidavits
ot presentation of ol armmerts). The Comnizsien shadl establish for
appropriate ceges an cxpedited pracednre for consideration dnd deter-
minntion of the question of asiuy.

13 Im aAny pruweding fo review the ]rrnﬁlihir'l{rn or Iimitetion af
any porsun in respect of aceoss fo gervices edlored by o vegrdsterod seci-
ritiess infotmalion pracessor, i f the Coanmissian Bude, afrer notice and
oppoettuntf v for hearing, that sueh peolnbitzon or Omitation is con-
sigtent with the provisions of 1his 0t)e and the rulss and regulations
thereunder and dhal such pecson has nol been dizcriminated agninst
unfuirls, thi Cormigsin, by erder. shadl dsmiss e proceeding, TF
the Comugission rlocs net make any sueh finding or if it Anrds tlud 2ach
prahibitian or limitotion dopeses any baeden on competilion not nec-
essary or appropriate in faedheranee of the pireposes of s tEle, Ehe
Camnnssion, by opder, shall set sside the prohibition or lmication
and t'nqnirn the ]‘t—‘fgiﬁ!r't'[‘f] e et 105 1o Faemat 100, procossne {o Iw:'nth
sh nerson ueress to sovvices offeved by the registered secovities infor-
sl e NencRERGL,

“{RY The Commiission, by order, meay censure or place limitations
wpon the activicies, tnnetiois, o aperations of any repistered seenrities
infarontion proerssar ne sospend for o pericd not exeeeding Lwelve
mgnths or ervoke the pegistration of sny sneh peoeczsor. 3f the Cem
missinn fineds, oo the veeord after nolice and apportunicy for hopving,
taat suell cnmsiere, plvaog al linitations, saspension, or revocation isin
Huwe pbliz fzlerest. necessary or approprinte for the protection of
investors o to assue the prompr, aecnrale, or relinble pes formaoes of
the [unetions of saeh secnrihies inforoeafioe RERPISTEES S oy anel Lhat =k
sevurities inlorreiion processor has violated or is noable to comply
with anv provisinn of this title ar the =nles or reanlations therennder.

“lep{l) ¥oself-rmenlatory arganisation. member thorenf, seeuribies
informatiom processey, broler, ar denler shinl? malee ase of the mails or
niy means ot sl rwnentalivy of indeest ate eononeres b eollect, proeess,
distrilute, poblish, or prepare for distribution or poblication nny
miformation wirh respect tnoquetations for or transactions in any secu-
rity other than an exempted seenrity, to assiat, participate i, or coordi-
nate the disteibutico or publication of suek informatien, or to effect oy
triungacilon in. or to induce or attempt to indues the purchase or sales
of, any such serurity in eonrravention of such rules and regulations as
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the Commission shall prezeribe as nécessary or appropriate in the
public intetest, for the proteciion of investors, or otherwise in forther-
anee of the purposes of thistitleto - .

“{A) provent the wse, distcibution, or publication of frawdulent,
deceptive, nr manipulative information with respeet to quotations
for and transactions In such secnrities;

#(B) assute the prompt, ueeurate, reliable, and {air cotlection,
processing, dwtoibatinn, and puablication of information wich
respect to quatations Tor acd transactions in such zeonrities and
the fairness and usefulness of the form mod content of sach

- information;

“{C) assure that all securities information processors may, for
purpnses of Jisteibution and publication, abtain on fair nod rew-
sonalite Lerms such information with respect to quotations for and
trangpctions in such Seenrities 3z 13 eollected, bprocessed, or pre-
pared fur disteibad lon or publication by any excluzive processor
af uuch miormution accing in sueh capacity;

Ty iesmire Thiat ol exchin gz members, broliers. dealers, securi-
tiea infurmation processors, end, subject to sech limitaiions as the
Curminission, by rile. may bnposs ws necegsary or wpprapriate for
the protection of invostors or mointenance of fair and orderly
markets, all ofher persons may aldain on terms which are not
unrensonably chscreninalory soch information with respect to
quakntions for and trapsnctions in znch seenrities ns ie published
or digiributed by any self-regnlsiory srganization or securitics
infarmation processor;

“[IE} azsure that al exchange members. brokers, end deslers
transmit and direct orders for the purchase or sale of quelified
seemribies I & manner eonsistent with the establishment and
operntion of a national market system: and

CHT) azaare equat regalation of ell markets for qualified sceu-
rities and al] exclmnge members, brokers, and Jdeslers effecting
Lransactinns in such secnritws.

12} The Commission, by rule, as it deems necessary or appropriste
in the public interest ac for the protection of investors, may reqnire
any persen who oz effecied he puechase or zale of any qoslified
security by use of the mails or any mewns or instrumentulity of inter-
state commeres lo report snch purehase ar sale to a registered sornri-
iies informaticn processor, national sseuriries exchange, or registered

gerrities assoction and require such processor, exchange. ar nsso-

ciatien to make approprisle distribution and  publication of
information with respect tnzael purehpse or sale,

“{3Y (A} Tha Comnrssian, by tule, is authorized to probilat beokers
and dealers fron effecting iraosaedions in securities repiztered pursn-
ant Lo sertion 12{b) atherwize than on a national secyrities excEange,
if the Commizsion finds, on the record after notice 2nd opportunity
To }maring‘ thaut

{1} nsa result of transaetions in such seeurities effected other-
wise lhan on a pational securities eachange the falruess or order-
Iimess of the markets for such secnr{ifes hac hean affected in a
manner contrary to the pollic interest or the protection of
Imvestors;

#E55Y me rube of any nationel securities exchange upreasonably
tmpaits the ability of any dealer Lo aolicit or efecl tronsgetions in
such securitins for his own account or unreasonebly resiricts com-
petitinn among dealers In suel seeancities or between dealers
weling in the capacity of merket makers who are specialists in
such securities and such dealers who are not speciplists in such
geenritied, and
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{ii1} the maintenanch or restoration of fair end orderly mar-
leets in such securities may not be ssawred through other lowinyl
trieans under this title,

The Coroeission mey condilionelly or uneanditionally exempt wny
secultty or tratawction or any class of securities or Leanzaclions from
any such prololitien 1f the Cormmisseen desms fuch exemption con-
sistent, with the public inteeest, e profoction of Investors, ard (e
maindenance of fair and erderly markets.

i{B) Far the purpeses of subparagraph (A) of this paragraph, the
nlAlity of o dealer to soljcit or etfect transactions in gecarities for his
own acepnt shall not be desmed $o be unreasonahly impaived by any
tule of an exchrope fairly and reasonably preseribing the sequence
i wliich orders brought to the excliange must be exccuted or which hns
Lot adopted (np eflent comnplinnee with a2 role of the Comimizsion
promalgated nnder this title

S (A) The Commission is divested Lo review any and all roles of
nnthimal secoritics exechaoyes which Lot or condition the abdlity of
members to elfoct trenszetions in geenrities ofherwiss than on such
exchanges. (n or beforo the pinetieih day Following the dpy of
ennckment of the Secitritios Acts Amendments of 1874, the (ommission
ghnll {1} report to the Congress the rrsults of its review, inelwding 1
effeets on comperblion of such roles, and {3} commence o proceeding
in arenrdanes with the provisions of soetion 19(e) of this title (o -
anend any sueh rule imposing g tmreden en competition which does not
apgear ba the Commission te be recessary o appropriste in further-
anee of the purpeses of this litle, The Commission shalt conclude any
sneh proceeding willin ninety days of the date of publication sf
tirlice of ils commanencement,

I Review pursuant Lo section 25(h) af (his title of any ruls
prooodgneed Ly the Commisston in aceordanes with any proceeding
conmtueniced porsaant de subparagraph (A) of this priagraph shali,
cxeclat #3 to causes the conrt copsiders of prester inportance, take
E'l]'(‘[:{‘d{!r'lf‘:k" o the davkel over all athereprses and shall be assimed for
congiderntion at the eerliest practicabie date and expedited in every
WY,

H{0] Nonuliomal securities exchanpe or registerad secnzities associa-
tion may limd or cotedition the participation of any mentber in sy
ropislered elearing ngeney,

A0 Mot bater thun one hundred cighty davs after ihe date
uf cunchiend of the Becurities Acts Amendments of 1975, the Com-
nnzaio shall estabhish o National Market Adwizory HBoard (herve-
wafter in thiz section referced o as (he “Advisory Board™) tir be
eompngetl of Afteen members, not all of who shatl e Teom the sume
geapraplical wrea of the Trnited Stares, appointed by the Conmission
for a term speeified by the Commission of not less than bwe yeam or
more than five ponra. The Adviesry FRoard hiall sonsicd of persons
sssneiated wi e brokess and dealers {wha shall e & majorily) and
persans ot s assoelaked whe are representative of the publie and.
to the exlent feasille, hove Jnowledge of the securitivs markats of
the T-nited Siates.

“(2) It slall be the responailility of 1he Advisory Board to formu-
Ll and Turmish 1o the Commission its views on sigoifics ol regalatory
proposuls tnade by the Commission o any s21f-regulatory organization
conceriing the establishment, operation. nnd regolation of the narlets
forzecritiog In the 1T nited States.

*-'-|.‘:'5:| {:‘L] The ;"Ldi'isnl‘l'!.f TFoard siuell stody sond meke recommenda-
tions to the Cammiszion as fo thesteps it finds apprapriate to facilitete
the establishment of a national market system. Tn so deing, tho
Advisory Boarl shalb pzsume the responsibilities of any advizsory
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cotmunittee appointed to advise the Commission with rcs%m:t to the
national market systera which is in existence af. the time of the estal-
lishirpent of the Advisary Boeard. . _

(B) The Advisory Bourd shall study the possible nesd for modifi-
cations of Lhe sthemd of self-repulation provided for in thiz Lils so
s to adepl i te & national market system, including the nead fov the
establislinent of s new self-regulatary srganization (hereinafter in
this scetioh refereed to s o *National Market Regulatory Board® or
‘Fegulatory DBoard') to administer the national market systew. In the
event \he Advizory Doard determines a National bMavket Hegulatory
Ligard showld by established, it shall male meeommmendations as to:

“yi] the point in time at which a Reguletory Board should be
estabilished ;

“0ii) the cenoposition of a Regulatory Board ;

f{iir} the seope of the authority of 3 Regalatory Hoard ; .

“fiv) the relationship of a Repnlatory Board 1o the Commis-
sion and to existing seli-regulatory crganizations; and

Fiwd the munner o whiclis Regalatory Board should be funded.

The Advizary Beard shall vepaet to the Conprres, on or before Decern-
b &1, 187G, Lhe results of such siydy and its recomumendations, includ—
g sueh recomnendations Tur legislation as it deams sppropirats.

) Thewrrying ot it 1espansibilicies under this paragraph, the
Advisory Board shall cobsult with self-regulatory organtzabions,
brokers, dealers, securitios information processors, jssoers, Investors,
representatives of Government agencies, aml other persons interested
or Likely to purticipate ln the establishment, operaticn, or regulation
of the national nialeE sygtem.

“S::] The Commission & aathorized snd directed to make a study
of the extent to which persons excluded from the definitions of
*hroker” and ‘dealer’ maintain aecounts on behelf of public customers
tor buving and selling suenrities registered under seclion 12 of this
title and whether sueh exelusions are consistent witl the protection of
tnvestors and the other purpases of this title, The Commission 2lall
vepeer ot Congeress, on o before Decepnber 31, 1076, the results of
its stody (ogetber with snch recommendations for Jemslation sz it
deetiis il sable”,

Sec. B Sertion 19(F) of the Securities Exchange Act of 1854 (15
TS0 TR ) s amended as Tollows:

{1} Paragyaphs {17 and (2) thereof are smended Lo read as follows:

YL} Notwitistanding the foregoing provisions of this section,
any natienal securities exchunge, subject to the terms and conditions
hereing Mo sat, forth—-

H{A] may continue voiistad trading privileges to which a
security had beon admitred on such exchange prior to July 1, 1964 ;

#¥{13) upun application to and approval of such application by
tho Coroenission, may extand unlisted trading peiviloges to any
vecurily lisled and regislered on auy olher nalivnal securities
exchangs; and )

“{C} upon application to and spproval of such applicalion by
the Comnission, muy extend unlised trading privileges to an
secutity registersd pumsuant to section 12 of this title or which
wanld be required to be so regisicred exeept for the cxomplion
Tram regiztratton provided in subsection (p)(23(B) or (g}({2)
({%) of that soclioen. )

Tf an oxtenslon of unlisted trading privileges ta a seenrity is based
upen itz listing ond eegisloakion on another netional securities ex-
change, such privileres shall continue in effect only =0 Jong 8= mach
seenrily remains listed and repistered on g nrtionel securities exchanrs.
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{2} No epplivation parsuant io this subsection shall be approved
unless the Commiszion finds, aftcr nietiee znd opportunity for hearing,
that ihe extewson of unlisted tvadiog privilepes pursuant to such
application is constarent with rhe maintenance of fair and arderly
marckets and the protection of investors, In considering an application
for the extension of ulisted trading privileges to & security not listed
and registered on a putions | secntities excliange, the Commmssion shell,
amony olher matters, tnke acvount of the pabite truding wetivily in
such zecartty, ibhe character of sach trading, the impact of such exten-
sior on dhe existing markets for sieeh seeneities, wod the desirability
of removing impediments to and the progress that has been maede
el the developnent of A pational marlket sysiem and shall ool
grant apy zovh applieation if any rule of the nocionel securities
exclhange inuking application vnder this subsection would unresson-
ubly impuic the ahilicy of any dealer to =olieit or offect teansactions
in such security Mnr Lils own sceount, or would unrensonably restrict
competition among dealers in swch security or between sueh deslers
arting m the cupaeity of morket makers wio arc specintisls aud sch
ilealers whe ere not gpevialiste,™,

(2] Parzgraph {8) thereof is nmucmled by steiking out “section
IMb] of"

mrc, I Section 32 of the Jecurities Fxchange Act of 193 (15
TLAC TR fs anended by adding at the el theveaf the following now
smbpsect ions ’

"[§) The Conmission is anthorized, by ovder, as it deeins noecssary
ar apprapriate for tle protectwon of nvestors to deny. to suspend the
eFretive date of, fu snspeacl far o period nnt exceeding twelve manths,
or t0 revide the registration of a secnricy, 37 the Conmisgion finds,
on the cpeord afler notice and epportunity for hearing, that the msuer
of sueh zecurity kas failed fo comn]ly witl any provision of this title or
the tnles ami regletions {lierewieder. ¥o mamber of a national seenci-
tind exclange, benker, or dealer sbull ninke ase of tle miails or ooy
means o instrumentalily of intorstate commeree o pfface any trans-
action in, @ 1o nduee U purchase or sale of. any seenvity the repdsten-
tione of whiell has been and i suspended o1 vevoked prrsiant 4o ile
prececling sentence.

“{k} If i its opinion the publie intersst and the protection of
investors s¢ verquire, the Coomission ts aothorized rommarily 1o sus-
pord Lrading in any seenricy (other than un exempted security) foir o
weriod not exeeeding ten days, or with the apprewval of 1he President,
summatily to suepend all trading on any national sccurities exchange
ol otherwise, in seepriliss other than exempted seentilios, for w poriod
ot exceedling ninety days. No nember of o onational secusttbes
exchunge, brolier, or dealer shall meke nae of the mails or eny means
or instronedality of inderstate commeree 19 effect uny Cramsaction
in, or to induce the purchase or sale of, any security in which trading
iz 5o suspended,

“(11 It shall be volawfal for an issmer, ny class of whese sceurities
1% regnstered pursnant to this eaction or would be required to be so
replstered execpt for the exemption fran mglstration provided by
snbeection (m) (20133 or (2) (2) (G} of this section, by the nse of axy
means or instriomentelity of interstate commerce, or of the mails,
Ly e, elther orginaly or wpom tranafer, any of sueh securiiies
in & form or with & format which cowtraveues sueh rules and regu-
igtions as lhe Commission may prescrilu as nersssary or appropriRie
for the prompt and acenrale clearnnce and settlement of trensantions
In securizies. The provisionz of this subwection shall not epply to
variahle wurnuity eontracts or variable life policies issued by an isar-
AR TOMNTINY 07 its sepaTRe Aveniits,
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“{my This Coronissien s apthorized and divected to meke o study
and investization of the proctice of recording the ownership of wern-
rities In the records of the izsuer in other than the neme of the bene-
fictal pwaer of such seeurities (o determine {1} whether such proctice
is eonsistent with the purposes of thia eitle, with particular reference
to subseclion {g} of Lhis sction and sections L3, 14, 16(d), 16, and
174, and (%) whether steps can be token to facilitate eommunice-
tioms betwesn wsoers and the benefein gvners af their soearities while
a1 the same time vetaining the Lenefits of sueh proctice. The Commis-
sion shall report to the Congress its preliminary findings within six
months afler the Jate of enact ment of the Securities Acts Amendments
of 1675, andd its final roncluaions and cecomene ndations within vne year
of such date.”.

Sk WL Beetion 13 of the Secnrities Kxchonge Act of 1832 {15
TS50 T8 ) is amended by adding at the end thereod the fallowing
new subsection:

“Il[fjl (I] Brvery irstitnbional inveslment menager which nscs the
muilz, or any means or instrumentalily of interdate commerce in the
cawrse of (ts business oy an instifutional investmenl manager and
which sxeecises Investiment diseretion with respect to aceounts hobding
rquily secnrities of a class described o section 183{d) (1) of this cicle
hoving an aggregate fair market value on the last trading duy in a2y
af the proceding twelve manths of at least $100,000,000 or such lesser
arount. (bt in no caze less than FIO000000) s the Commissien, b
rule, may determine, shall Fle rephrts with the Commission 1o sue
formn, far syel perivds, and at such times after the end of such perieds
us 1he Commniszion, by rule, teay preseribe, but in no evenl shigll such
reparts Lo filed for perieds Jonger thuny one year or shorter then one
guarier. Such reports shall inclhude for each such equily secarity held
on the last day of che reperting period by aceounts (o Egeremate or by
tvpe o8 the Commission, by vule, may preseribe) with respect to which
the institutione] investmenc MILNAger eXercises investment discretion
{other than sevyrilies held in amounts which the Conunission, by rule,
determines o be insignifieant. for porposes af this subsection), the
unre of the izsuer ad e Gide, r.{u.ss._ CUSIT namber, number of
shares or principal smount, and apererate fair market walue of each
such secutity, Such reperts may also inelnde for aceounts {in aggre-
gate ov by rypa) with rezpest to which the inslitutional investment
muanager exercizes investment discretion sucl of the following infor-
mation ge tle Commission, by tile, preseribes

“(A) the name of the issuer and the Uitle, class, CUSIP mim-
ber, number of shares or principal amount, and aggregate fair
mizrket value ov ecost or amortized eost of each ofther seearity
(sther Lhan mn exempted security) held on the last day of the
reparting peripd by such accounts:

“{B? the agprepmte Faic matket value or cost or amortized
cost ol exempted securities [in aggrepnte or by class) beld on

the lngr day of the reporting period by soch sorounts;

“1C2 the number of shares of eael] equity security of a class
destribed in section 1410} (1) of this title held on the fast day of
the reporting period by such accouiks with respeat to which the
institutisnal invest ment munsger pussesses sole or shired author-
iy Lo exereise the voting rigghls evidenced by such securities;

“{D0) the aggregate purcliases and sggregate selos during the
reporting perind of each security (other than an ezempted
security] offected by or for sueh acvounts; and

|[ 12} wilh respeet to any transgetion or series of transpctions

rving & merket valuoe of at least $500,000 or such other amoitnt
as the Comrmission, by rule, may determineg, effected during the
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reporting perind by or for such accounts in a_.njy Uity seearily of
2 class deseribed in section L3 (d)} {1} of this title— i
(1% tho name of the issuer and the title, class, and OUSTP
umnber of the security
“{ii) the nimober of ghates or principal smount of the secu-
rity involved in the transaction ;
“{iii} whether the transaction was o purchase ov cala;
“{1v] the per shure priee er prices ut which the transoction
whs effected ;
“fv) the Jate or dates of Lhe transaction;
Blvi) the dece or dales of the settlement of the transaction ;
{vii) the braker o1 dealer theough whom the transaction
was oifected;
"“{v1ii) the market or inarleels In which the tranzaction was
eifected ; and
*{ix} such other relared information as the Commission, by
vile, nay mrosoribe.

#{2} The Commission, by rule or vrder, muy cxompt, comditignully
or arconditionally, any institutional investment munager or sconrity
o any rless of institutionsl investment managers or seeuritivs from
any or all of tlie provisions of this subsection or the reles thersundear.

#¢3) The Commission shai) meke svailableto the public for a reason.
able fes a list of all cquity seeuritics of a class described in section
[3(ad} (1} of this title, updeted no less frequently than reporis are
vequired to be filed pursuant to paragragah {13 of fhis subscction. The
Comumission shail tabulate the informetion contained in any veport
fled perrsuant bo this subsection in a manner wideh will, in tha view o
the Commission, maximize the nsefulness of the toformation to obher
Federul aned State authorities and 1he public, Promptly aftee the fliag
of any snch repo