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MEMORANDUM

te
Dtrember 30, 1%6i

10 :  Chairman Shed pal

’}‘(‘j
FROM s Douglas Scarff //;Ly
SULIECT :

MOSS Operations for FY-82

Now that our funding level foerY-82 has been determined,

we must decide shortly what level of {055 activity is warronted

for the remainder of the ficcel year. In view of Commission

representations to Congress as recently as this past October,

I assume at a minimum the Commission will continue . .to operate

the'existing MOSS pilot for-some months. 'Attached are my

recommendatlon° For an extremely llmlted increase in the capacity

'of the MOSS pilot without materlally alterxng its scope.

~I belleve that continuation of the MOSS program at this
modestly expanded leveliwiilfgive the Commissicn significant
additioﬁal credibility with both Congress and the SROs, at
mérginai cosE to the.Coﬁmission'énd no increﬁeﬂtal.burden to the
SROs. 'At the same time, this-éourse of action is fully consis-

tent with our publicly expressed commitment to scale dowa

: drastically the planned expansion of MOSS, énd'not to request

additional MOSS funding in.the outyears, until the Commission
can Judge the success of the SRO initiative., I recommend this
course for two reasons. First, simply opcrating the MOSS pilot

at the FY-81 level will be portrayed by the press, and perceived
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doplnvred MOSS

by some elements in the Congress, o3 howvinn o
terminal, forestalling only in pulling the plug on its life

support system, Second, the failure by the HYSE to develop any

clear course to a floor-wide audit trail within any specified
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that the Commission is relinquishing its leverage before last

August's commitments have been fullfilled. This judgment is

: made in the context of our having to formally report to the
Congress again within 90 days and our expected budget oversight

'hearingéltouching on this subject within that timeframe.

cc: Dan Goelzer
~ . George Kundahl
3 i -~ John Fedderi/
: o John Adkins
L Matt Schneider
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PROPOSEN FY 1982 0SS TTLOT UPGRADE

The addition of approximately 100 stocks and 20

clans of oatione nor month, TWic vauld renan that

by the end of FY £2 weo would Lave appluoxinately 1C00
stocks in MOSS. (700 NYSE stocx° and 900 Amcx stocks)
This will not reguire oot“1n1nq any additional data
from the SROs, nor will it roegulive @& substancial
programning effort by the SEC staff. It is estimated
that hLordvare coat for his o P w1l osevunt

to between $50,000 and $100, 000 1n FY 82, depending on
whether we buy or rent Lcrtdlﬂ picces of hardware.

The integration of speéialized news services with
the present MOSS output. This would not require any

" additional information from any SRO. It is expected

" that this information can be purchased from an

outside vendor for approximately $20,000 in FY 82.

Reviey and refine the present algorithms to increase
the efficiency and usefulness of MOSS output. This
would deal with such matters as mini-manipulations,
capping, pegging, and marking the close. This would

be done in-house and would not require specific funding.
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