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LETTER OF TRANSMITTAL 

I-IousE OF REPRESENTATIVES, 
Washington, DC, December 6, 1991. 

Hon. THOMAS S. FOLEY, 
Speaker of the House of Representatives, 
Washington, DC. 

DEAR MR. SPEAKER: By direction of the Committee on Govern- 
ment Operations, I submit herewith the committee's eleventh 
report to the 102d Congress. The committee's report is based on a 
study made by its Commerce, Consumer, and Monetary Affairs 
Subcommittee. 

JOHN CONYERS, Jr., Chairman. 
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Mr. CONYERS, from the Committee on Government Operations, 
submitted the following 

ELEVENTH REPORT 

BASED ON A STUDY BY THE COMMERCE, CONSUMER, AND MONETARY 
AFFAIRS SUBCOMMITTEE 

On November 13, 1991, the Committee on Government Oper- 
ations approved and adopted a+report entitled "Short-Selling Activ- 
ity in the Stock Market: Market Effects and the Need for Regula- 
tion (Part 1)." The chairman was directed to transmit a copy to the 
Speaker of the House. 

I. INTRODUCTION AI~D BACKGROUND 

Short selling has been practiced in the Nation's securities mar- 
kets for many years. It is not a recent innovation in finance. How- 
ever, the effects of short selling on the securities markets are not 
widely understood. Moreover, strong criticism has been directed in 
recent years at the regulatory system by investors and by compa- 
nies who believe that inadequate regulation has permitted substan- 
tial abuses to develop. 

Although the basic practice of short selling is not new, i t  has 
taken on a new significance just recently. Modern,innovations in 
the clearing and settlement of securities transactions and the wide- 
spread adoption Of book entry recordkeeping systems have dramati -+ 
cally reduced the costs and increased the market opportunities for 
short-selling transactions. A n e w  evaluation of how short selling 
fits into modern securities markets and whether the Complaints 
being heard are Valid is therefore needed. 

' " 48-830 "" 
+ . 



2 

For these reasons, the Commerce, Consumer, and Monetary Af- 
fairs Subcommittee of the House Committee on-Government Oper- 
ations has conducted an extensive investigation of short selling in 
the equity market.  Three days of hearings were held in November 
and December 1989,1 a survey of affected companies was conducted 
in 1989, comprehensive tabulat ions of short interest  statistics were 
compiled for the years 1986-90, 2 the securities clearing and settle- 
ment  system has been closely studied, and numerous  other aspects 
of short  selling have-been evaluated�9 
�9 Cp.rtain elements of this investigation are still in progress. C0nse- 

�9 quently, the committee has not reached final conclusions and rec- 
ommendations with respect to many of the questions that  have 
been raised. The quest ions-that  are still under s tudy are identified 
briefly in Section I.C below. 

This report  represents, therefore,  an interim s ta tement  of find- 
ings and conclusions . .The .recommendations presented in this 
report  are firm and final, but  they do not address several impor- 
tant  issues that  are still under  investigation�9 

:A- THE M!~CHANICS OF SHORT SELLING , .  

1. The individual short-sale transactlon 
In a short-sale transaction, an investor places an order with a se- 

curities broker to sell shares  of stock he. or she does not own. 3 If 
this order is executed by the broker,  the investor will then be 
"short"  this stock, meaning he or she will owe so many shares.. . 
This stiort pos~ti0n wi]l appear  as a liability item on the" invew 
account s ta tement  w i t h t h e  broker.  

The purpose of-such a t rade. is  .to make a profit if  the stock price 
goes down. At some future  t ime the investor buys back the same 
number  of shares  of stock, and if this purchase is at  a lower price 
than the price of the short  sale,  the investor has made a profit: 

The cash received from the  short  sale is credited to the investor's 
account but  cannot init ially be withdrawn in cash. In fact, the 
margin regulations of the. Fede ra l  Reserve require that  additional 
cash be deposited by the investor, or borrowed from the broker, to 
a s s u r e t h a t  the investor will be a b l e  to-bt/y back the shares-sold 
short to complete the transaction.  4 - '- 
: Moreover, the investor m a y  b e  required under the margin regu- 

lations to deposit addit ional ~cash (or borrow more from the brokei-) 

1""Short-Selling Activity. in the Stock Market: The Effects on Small Companies andthe Need 
for Regulation," hearings before the Commerce, Consumer, and Monetary Affairs Subcommittee 
of the Committee on Government Operations, House-of Representatives, November 28 and 29, 
and December 6. 1989. 

2 See appendix, "Stocks .with Higli Shor/ Interest, 1986:90," compiled by the sdbcommittee 
from short interest statistics and company data supplied by the New York Stock Exchange,' 
American Stock Exchange," and National Association of Securities Dealers. 

3 Bonds can also be sold short, but this report deals only with short selling in the stock 
market.-It is also possible to sell short securities that the investor does own, which may be done 
for tax purposes. This is called "shorting against the box," and represents a transaction done as 
if the investor did not own the securities: " " " :" 

4 The- F_ederal Reserve's Regulation T specifies the amount of money that brokers can lend to 
their customers for the purchase of securities "on margin," and it also specifies the additional 
cash "margin" that an investor must deposit or borrow in order to make a short sale. The 
present margin requirement on most short sales is 150 percent, meaning the broker must_:hold 
the proceeds of the sale (100 percent), and the investor must deposit or borrow an additional 50 
percent. Short sales by exchange specialists and market makers, and proprietary short sales by 
self-clearing brokers, are exempt from this requirement. 



at a later t ime if the price of  the shares sold short increases after 
the short sale. If the investor, is .unable to provide the additional 
margin, the short position will be closed out by the broker, and t h e  
investor is ~charged for the cost of buying back the shares. 

On the other  hand, if the price of the stock in which the investor 
i's shont should decline, the investor's broker is permitted to release 
a corresponding portion of t he  cash margin and pay it out to the  
investor. If' the price shbuld decline to zero because the stock has 
become worthless, then the investor may get all his Or her money 
out in cash without ever purchasing back the stock to close out the 
short position. 

As long as his or her account has  sufficient margin, the short in- 
vestor maJr irem'ain Short indefinitely. There is no time limit on' 
short investmen.~s. The only complication-, other than insufficient 
margin, tha t  could force an investor to close out a short position 
premature ly  by buying back the shares would be w h e n  his or her 
broker is required to re turn shares that  were borrowed at the time 
of the short  sale, as described in the next section. 

2. Securities borrowing and lending 
Short selling, normally requires t h a t  the short seller's broker 

must  borrow securities. The purchaser  of the shares in a short-sale 
transaction expects to receive delivery of the purchased shares, or 
at  least the .purchaser's broker must  receive them in o/'der to hold 
them for t h e  purchaser, but  the seller does not have them to start  
with. The seller's broker must  therefore borrow shares to complete 
the transaction. 

Securities lending for this purpose i s  highly organized, and usual: 
ly the seller's broker has no problem borrowing the necessary 
shares, ei ther from other customers'  margin accounts or from an- 
other broker. Oc'casionally,.however, the shares cannot be bor- 
rowed, in which case the broker is supposed to refuse to execute 
the customer 's  order to sell short. 

The seller's broker does not actually borrow the necessary shares 
when the short-sale, t rade i s  executed, however..The shares are not 
borrowed until  Set t lement  of the transaction occurs, which is nor- 
mally five business days later, and this time lag can allow a prob- 

/ ' " 

lem to develop. On the set t lement  date, the seller's broker  may dis- 
cover t h a t  shares are no longer available to be borrowed from the 
source that  seemed to have shares available five days earlier. 

If the seller's broker cannot borrow the shares on set t lement  day, 
ihen no shares are delivered to the buyer 's  broker. If  the t rade is 
processed through one of the major stock clearing-organizations, 5 
as most now are, then no shares are delivered to the clearing orga- 
nization. The short-sale t rade is  still a valid trade, but  the seller's 
broker is merely late in delivering shares to complete the trade. 
This appears as a "fail-to-deliver" on the books of the selling 
broker. 

The most important stock clearing organization is the National Securities clearing Corp. or 
NSCC, headquartered i/l New York. 
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3. Expansion of total beneficial ownership. 
shkJrt sales of equity shares generally have the effect of increas- 

ing the total number of shares of that company's stock owned bene- 
ficially by investors. 6 in a short-sale transaction, the_buyer addsto_ 
his or her holdings of this stock, while no other investor has sold 
shares he or she owned. 

-Of course,-there is no increase in the shares .outstanding shown 
on the :recbrds of the issuing Corporation. As a consequence, the 
short sale creates a situation in which the total number of shares 
oWned beneficially 'by investors exceeds the number of shares 
issued by the issuing corporation. 

Securities-lending by brokerage firms makes this possible. Bro- 
kerS normally hold shares in custody for 'their Customers, and the 
customers' investment holdings are report.edto them On paper ac- 
Count statements f r o m  their brokers. W h e n  in/restors borrow 
money from t h e i r  brokers on margin, as many investors do, they 
must Sign an authorization permitting the broker to lend their 
shares or otherwise to pledge them as collateral for bank loans' to' 
finance the broker's lending. When a. broker uses this lending-au- 
thority to lend some customers' margin shares.to a short seller, the  
broker ends"up holding fewer shares of that stock in  custody than  
the humber of shares the customers own, as shown on their  paper 
account statements. �9 - ' 

The result of such short selling And securities lending, in the ag- 
gregate, is that brokers as a group do not h01d record ownership,of 
a s m a n y  shares of such a stock as they and their customers own_ 
beneficially. This may be described as a situation of fractional re- 
serve brokerage, where the "reserves" of record shares,_ of issued. 
shares shown-on the records-of the issuing corporation, are only a 
fraction of the beneficially owned shares shoWn on the acdount 
statements of Customers and in the brokers' own proprietary ac: 
c o u n t s . 7  ~ ~ -- .. 

This process of nominal share expansion thr0ugh securities lend- 
ing and short sales is very similar in its mechanics to the process 
of money expansion through bank lending,which is familiar to stu- 
dents of economics. In both cases the public h01dsa major part of 
its holdingS, its money balances and  its securities, in book entry 
form only, in accounts with intermediary institutions. 
' -In the case of banks, these book entry holdings, the bank check- 
ing and savings accounts, show more money in total belonging to 
the depositors than the banks hold in their vaults or on deposit 
with the Federal Reserve Banks. The bank reserves are only h 
small fraction of depositors' total bank balances on paper. " 

The same thing is now happening in securities brokerage firms. 
The total Shares belonging to investors on paper, in their brokerage 

6 If thepurchaser of the shares sold short uses the purchased shares to close out a'shor~ posi- 
tion, t hen  t h e r e  is no increase  in inves tors '  to ta l  holdings  of  th i s  stock. "': 

7 This  ana lys i s  a s sumes  e i the r  (a) t h a t  sha re s  a r e  del ivered by  the  shor t -se l l ing  b roker  (i) f rom 
a m o n g  the  sha res  a l r e ady  held for  cus tomers  or  the  f i rm ' s  p rop r i e t a ry  accounts  or  (ii) f rom 
sha res  bor rowed f rom a n o t h e r  b roke r ' s  pool of  lendable shares ;  or  (b) t h a t  sha re s  a r e  not  deliv- 
ered by  the  short-sel l ing broker .  A n  except ion to th is  ana lys i s  occurs  i f  al l  sho r t  sales in a n  
issue have  been set t led by delivery, of s h a r e s  bor rowed u n d e r  special  a g r e e m e n t s  f rom b a n k  
t ru s t  accoun t s  or  o the r  i n s t i t u t i o n a l o r  ind iv idual  portfolios of  d i r ec t ly 'he ld  shares .  : 



accounts, exceed the total reserves of registered or issued shares in 
the custody of the brokers when short sal~s have occurred. �9 -~ 

It is not possible, however, for all investors to convert their 
shareholdings, as shown in their brokerage accounts, into stock cer- 
tificates When such a share expansion has occurred. If all investors 
holding shares of-a particular stock in their brokerage accounts 
tried to convert their holdings into stock certificates, brokers who 
had loaned out shares to short Sellers would be forced to recall the 
loans to get the shares back:-This, in turn, Would force the short 
sellers Who had borroWed the  shares to buy back the shares in 
order to return the borrowed shares. 

If the short sellers are able to buy back enough shares--that  is; 
if enough investors who first wanted stock certificates are willing 
to sell 'their shares instead-=then the remaining invew who do 
not sell can get stock Certificates. In this case, the total shares held 
by investors will have contracted enough so that it matches the 
brokers' reserves Of issued shares in their custody. 

However, sometimes short sellers are not able to buy back the 
necessary share~ at a reasonable price, and a short squeeze results. 
All investors holding this. stock are refusing to sell except possibly 
at a very high price, and when this happens regulatory interven- 
tion or court action may be needed to resolve the situation. As long 
as this short squeeze remains in effect, however, it is not possible 
for all the investors holding this stock in their accounts to obtain 
stock certificates for their holdings: 

~: Expansion o f  tradeable shares 
The expansion o f  book entry holdings of shares by investors 

when short selling has occurred also represents a n  expansion of 
tradeable shares in the market. Every investor whose brokerage ac- 
count shows that he holds a certain stock may sell that stock im- 
mediately, regardless of whether his or her broker is holding 
enough shares in custody on that day to .make delivery of all the 
shares sold by customers from their accounts. The rules of the 
stock exchanges and of the National Association. of Securities Deal- 
ers (NASD), which regulates over-the-counter trading, do not place 
any limits on the entry of sell orders just because a broker's re- 
serves of shares in custody are. less than. what that broker's cus- 
tomers want to sell. 

5. Statistics on short interests in siocks 
The New York and American Stock Exchanges and the NASD 

compile monthly statistics on the aggregate short security positions 
reported by brokers and dealers. These statistics, which are re- 
leased to the press and the public, list hundreds of companies 
whose stock has been sold short in significant volume by investors. 
Short selling, and the resulting share expansion, are thus very 
widespread phenomena. 

To provide further information on the scale of short selling and 
share expansion, the subcommittee has compared the short interest 
statistics reported monthly by the exchanges and NASD with the 



individual companies' total shares outstanding, s The purpose: of 
this analysis was to identify cases in which t h e  share expansion 
through short  selling Was at  least 5 percent of a company's shares. 
The appendix contains a listing compiled by the subcommittee 
showing 695 companies for which the short .interest in their stock 
was at least 5 percent :of the company's  total shares outstanding at 
some t ime dur ing  the years 1986-90. 

For 280 of these companies the-shprt  interest  exceeded 10 per- 
cent of shares outstanding at  its maximum, and for a smaller but  
still significant number  the share expansion th rough  short selling 
was over 20 p e r c e n t . .  : . 

B. R E G U L A T I O N  OF SHORT SELLING 

Short selling is regulated under  both Federal agency regulations 
and under  certain rules of the stock exchanges and the NASD. 

As described above, the Federal  Reserve~s marg in  regulations re- 
quire a short seller .to post a certain an~ount of additional c a s h  
margin, and to maintain af terward an appropriate amount of cash 
margin. This limits the amount  of short selling an individual inves- 
tor c~in do, based on his or her  financial .resources. 

Certain Securities and Exchange Commission rules set important 
limits on short selling. SEC Rule 10a-1 (the "uptick-rule") prohibits 
short sales Of exchange-listed stocks except on or after a price 
"uptick." That  is, the short  seller must  find a buyer  who will pay 
at least one-eighth point more than the last sale price, or who will 
pay the same as the last sale price if the' last change in the sale 
price of this stock was an increase. I n  theory, this rule is intended 
to prevent short selling from continually driving down the price of 
a stock, but evasion of this rule is possible, especially through over- 
seas t rading in stocks tha t  can be traded in London, Tokyo, or 
other overseas markets.  Moreover ,  this ru l e  does not apply to 
stocks that  are traded over-the-counter or in the NASDAQ system 
of the National Association of Securities Dealers. The NASD has  
proposed a similar uptick rule for NASDAQ trading, but has not 
taken final action to implement  such a rule. 

SEC Rule 15c3-3 sets important  limits o n t h e  extent  of securities 
lending.  Except under  special writ ten agreements  applicable to a 
part icular stock, a broker may  lend out only those customer shares 
that  serve as collateral for t he  money the customers have bor rowed  
from the broker on margin. The rule limits this to stocks having a 
value of no more than 140 percent of the amount  borrowed. T h e r e -  
fore, if few brokerage customers are holding a part icular  stock in 
margin accounts-- that  is, if most-investdrs have paid in full for 
their  holdings o f  this stock and are holding it in cash accounts o r  
in certificate form ~then i t  may be difficult or impossible for brb- 
kers to borrow this stock. In this case normal short sales-of this 
stock, in �9 borrowed shares are~ delivered to the buyer, may 
not be possible, r 

8 A company's "total shares outstanding" (TSO).is the- quantity of shares it has  i~. ued .and 
sold to investors..This number of shares is available in certificate form. The term is mlmeaamg, 
however, because this number ~does not reflect any additional book entr~ shares created when,�9 
short selling occurs. A company's TSO is therefore less than' the total  o~ investors' holdings of 
this stock when short selling has occurred. 
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SEC Rule ~0b-21 prohibits short sellers from closing out a short 
position with shares received in a secondary offering of shares by 
the company. This does not directly regulate .short selling itself, 
but  it seeks to control a short-selling abuse in which investors 
would use short  sales to drive down the price of a stock just  prior 
to a new offering of shares, and wotlld then close out  their short 
position with shares obtained in the offering at the lower price 
they had forced the company to accept.. 

The New York and American Stock Exchanges and the NASD 
have rules that  require a broker to determine, at the time a cus- 
tomer enters a short-sale order, that  the appropriate number  of 
shares are available to be borroWed to cover the short  sale.  The 
broker must  locate  the required shares before executing the short 
sale for the customer. 

The NASD also has recently received final SEC approval of a 
"buy-in" rule, which provides that  a broker whose customer re- 
quests a certificate for NASDAQ securities that  he or she has pur- 
chased must  force a buy-in of the necessary shares for cash or 
guaranteed delivery, at the expense of the seller's broker,, if the 
customer's shares are not otherwise received through normal trade 
set t lement procedures. Such a buy-in would typically only become 
necessary in cases where the broker  handling a short sale is unable 
to borrow the necessary shares for delivery to the purchaser. 

The NASD has also proposed, but  has not received final SEC ap- 
proval to implement, a "closeout" rule for short sales. This rule, if 
implemented, will require brokers, under certain circumstances, to 
close out customer short positions if delivery of the shares sold 
short has not been made by a certain number  of days after the 
normal set t lement  date. There is no similar rule governing the de- 
livery of shares sold short on the New York or American Stock Ex- 
changes. 

These rules typically provide blanket  exceptions for short selling 
by exchange specialists and over-the-counter market  makers. Spe- 
cialists and market  makers are generally permitted to engage in 
short selling on substantially more liberal terms than other inves- 
tors. 

C. SUBCOMMITTEE INVESTIGATION AND HEARINGS 

1. Company and investor complaints 
For years, investors and company executives (who are often 

major shareholders also) have complained about short-selling 
abuses. Many recent press reports of abuses, as well as other press 
features tha t  dispute the reports of abuse, are reprinted in Appen- 
dix 9 of the printed subcommittee hearing record. 

Many of the complaints have alleged that  short sellers, after es- 
tablishing a major short position in a particular stock, have aggres- 
sively circulated false rumors about  the company's financial condi- 
tion, problems with its products, or the health or integrity of its 
officers in an effort to drive down the stock price. It has also been 
frequently alleged that  some elements of the press assist and coop- 
erate with short sellers by printing very negative stories about the 
companies the short sellers have targeted. 
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In .many cases short sellers are alleged to have contacted directly 
a company's major suppliers, customers, lenders, and  institutional 
shareholders, often anonymously or  under false pretenses, to ag- 
gressively suggest false o r  misleading "facts" about the company. 

Other complaints have alleged that "naked" shbrt selling has 
been employed to manipulate and drive down the price of a stock 
improperly: Short selling in which shares are not borrowed and are 
not delivered to the buyer is called naked short selling. This prac- 
tice was described in a Forbes article in February 1988. 9 

Some complaints have been directed at the SEC. The SEC, it is 
alleged; is "soft" on short-seller abuse and fails to pursue cases of 
false rumors, even when the purpose of the false rumors is price 
manipulation. Some complaints have even alleged that the SEC ac- 
tively assists short sellers by  conducting investigations of compa- 
nies in the stock of which short sellers have accumulated large 
short investments. These investigations assist short sellers because 
public announcement of such an investigation oftencauses other 
investors to sell such a stock, thereby driving down the price. 

' 2. Survey of  companies 

In May and June 1989 the subcommittee mailed a questionnaire 
letter to approximately 200 companies that had had the short in- 
terest in their stock reach- a ratio of at least 10 percent of  their 
public float of shares at some time in the  period from December 
1986 through April 1989. (In the case of New York Stock Exchange 
listed companies, the subcommittee could not obtain float data and 
therefore compared the short interest of each company to its total 
shares outstanding.) The letter contained a series of questions 
asking what practical effect the short selling and the related activi- 
ties of  short sellers had had on the company, whether the company 
had experienced any disruptions or distortions of the proxy voting 
process, and how the company felt about three suggested changes 
in the regulation of short selling. The three regulatory ideas pro- 
posed in this letter were (i) mandatory public reporting of their 
short positions by short sellers i f  their positions .exceed-some per- 
centage of a company's outstanding shares; (ii) an uptick rule for 
short sales of NASDAQ stocks; and (iii) a mandatory buy-in rule to 
reduce naked short selling. 

The subcommittee received a total of 68 responses, for a response 
rate of about 34 percent. Thirty companies reported no problems or 
complaints arising from short-selling activity, while 38 reported 
problems of various sorts. Several of those reporting no problems 
had very substantial short positions arising from hedging or arbi- 
trage transactions involving convei~tible securities, but did not feel 
there was any need to complain. 

Widespread circUlation of false rumors arbuhd the time of heavy 
sh0rt:sale activity was cited by 21 companies as a serious problem. 
They generally reported that these rumor problemsl .at. the very 
least, made it necessary for company officials to devote inordinate 
amounts of time to reassuring stockholders, regulators, customers, 

9 "Naked came the short-sellers," by Phyllis Bern~an and" Ronit Addis, Forbes, February ~8, 
1988. , .  



and sources of debt financing, who were often seriously unsettled 
by the reports being circulated. 

Thirteen companies characterized the short-sellers' activities as 
involving improper interference with their relationships with cus- 
tomers, major shareholders, suppliers, banks, etc. Generally they 
complained of numerous phone calls, often anonymous, to these 
parties from "analysts" attempting to suggest very negative, fre- 
quently false, conclusions. 

Only a small number of companies asserted that naked short 
selling was a significant problem. Most companies responded that 
they had no factual basis for determining whether naked short sell- 
ing was a problem because they Could not obtain the necessary 
data from their exchange or the NASD. 

No companies reported any complaints related to shareholder 
proxies. 

Many companies that reported specific complaints also expresse d 
the view that short selling is a legitimate market practice and that 
the  only need is to curb specificabuses. 

Out of the 68 substantive .replies recei_ved, 37 commented in some 
manner on one or more of the three polity ideas suggested in the 
letter. Public reporting of large individual short positions was sup- 
ported in 32 of the responses and opposed.in 2. Imposing an uptick 
rule for Short sales of NASDAQ stocks was supported in 22 re- 
sponses (13 from OTC companies), and opposed in 3. A mandatory 
buy-in .rule or some other step to prohibit naked short selling was 
supported in 34 responses and opposed in 2. 

In addition, various rule changes to assure informed consent by 
investors whose shares are lent to short sellers were suggested by 
seven companies. 

3. Subcommittee hearings 
I n  order to hear testimony on the allegations of short-seller 

abuse and on the programs of the SEC and the self-regulatory orga- 
nizations (SROs) 1~ for controlling abusive practices, the Commerce, 
Consumer, and Monetary Affairs Subcommittee held three days of 
hearings in November and December 1989.11 On. November 28, the 
subcommittee heard testimony from three company executives 
whose companies had been the targets of short selling and who re- 
ported abusive practices by short sellers. The subcommittee also 
heard testimony from two industry experts who gave a broader 
overview of short selling and its abuses, and it received for the 
record a statement from Joseph Feshbach of Feshbach Brothers, a 
major short:selling investment partnership, commenting on the 
issues the subcommittee had raised. 

On December 29, the subcommittee heard testimony from John 
Guion, of the National Association of OTC Companies,12 and from 
the New York and American Stock Exchanges and the National 
Association of Securities Dealers (NASD). Mr. Guion reported on a 
survey his .organization had conducted among 1,000 public compa- 

lo The stock exchanges and the NASD are self-regulatory organizations with substantial dele- 
gated responsibility for regulating equities trading and other aspects of the equities market. 

1 ~ Subcommittee hearings, op. cit. 
~ Currently the Association of Publicly Traded Companies, APTC. 
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nies concerning their  experience w i t h  short-selling, abuses and 
their views regarding possible regulatory improvements, from 
which he concluded that  there is very widespread support .among 
public companies for fuller disclosure of short-selling activity. He, 
reported the intention of his organization to recommend to.the SEC 
a new public repor t ing rule applicable to any.  individual shor t  
seller who accumulates a short position equal to 5 percent or more 
of a company's total shares outstanding. -~ 

Edward Kwalwasser, representing the .New York Stock Ex- 
change,_ and Stephen Lister, representing the American Stock Ex-. 
change, described t he  role of the SEC's uptick rule in suppressing 
"bear raids" by  short sellers and the manner  in which the Ex- 
changes~ through various rules, control the spreading of misleading 
rumors and prohibit naked short selling. They both expressed skep- 
ticism regarding the subcommittee's concern that  shareholders 
might lose proxy voting rights when broker-dealer firms lend cus- 
tomers '  shares to short sellers. Mr. Lister also expressed concern 
that  there might be unintended adverse effects from:requir ing 
public reporting of large individual shor~.positions.. . .  

John Pinto and Gene Finn, testifying fo~ the NASD, described 
the NASD's recent and proposed ru le  Changes for strengthening" 
their controls over naked Short seliing and other short-selling 
abuses. They opposed the extension o f  the" SEC's uptick rule .to. 
NASDAQ trading, basing their analysis in  part of a major study of  
short-selling regulation that  had recently been completed by I rv ing  
Pollack, a former SEC Commissioner and senior regtilatory offi- 
cial. 18 They also commented briefly on several other regulatory 
issues related to short selling. 

Richard Ketchum, Director of the SECts Division of Market Reg: 
ulation, and John Sturc, Associate Director of the SEC's Division of 
Enforcement, presented the testimony of the Securities a n d  Ex- 
change Commission on December 6. They described at length the 
regulatory and enforcement programs of the SEC as they apply to 
short selling, and their prepared testimony also included detailed 
responses to a number of questions the subcommittee had submit- 
ted in advance. On the question of ex t end ing the  uptick rule to 
NASDAQ securities, the SEC position was that  t hey  did not believe 
a need for this rule change had been demonstrated, but the SEC- 
would continue to study the merits of this proposal. Regarding the 
proposal for public reporting of large individual short positions, 
they stated that  the SEC does not favor public reporting that  re- 
veals potentially sensitive trading stragegies, and furthermore that  
the SEC lacks authority to impose such a requirement without leg- 
islation. - 

4. Analysis of American Stock Exchange surveillance report 
In 1987 the American Stock Exchange (ASE) investigated compa- 

ny allegations of possible manipulative activity in connection with 
short selling in the securities of three ASE-listed companies. The 
Exchange prepared and submitted to the SEC a lengthy surveil- 
lance report dated November 6, 1987, in which the Exchange re- 

' A .  

13 "Short-Sale Regulat ion of NASDAQ Securities," by Irving M. Pollack, Nat ional  Association 
of Securi t ies  Dealers, 1986. ~ - . . .  
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ported finding" no evidence of manipul~atioi~ but  recommended fur- 
ther inquiry by' the SEC. The SEC provided a copy of this § to 
the subcommittee immedidtely prior to the 1989 hearings, with a 
request that it be treated as a confidential document because of its 
detailed data on individual security" trades by certain individuals. 

:Following the hearings the subcommittee analyzed the surveil- 
.l~ance report in substantial detail in order to evaluate the thorough- ' 
ness of the American Exchange investigation. 

..~ 5. studY.of SEC investigations of short-sale target companies 
Following the.hearings the subcommittee inquired of the SEC by . 

letter what percentages offormal  investigations .and informal in- 
quiries opened by the SEC to investigate companies for accounting 
fraud or o ther  fraudulent public disclosures:.involved companies 
where a short interest existed, at the time the Commission .began 

(its inquiry, of at least 5 percent of the companyts total shares out- 
standing. The purposeof the subcommittee inquiry was to attempt 
to verify company complaints that the SEC often assisted short- 
,sellers by investigating companies that  the short sellers had identi- 
fied as targets. 

The SEC responded that they did not have the necessary infor- 
mation in theirpossession to respond to this inquiry: TheSEC did 
offer, however, to permit subcommittee staff to view listings of SEC 
formal 'and informal ,investigations opened regarding suspected 
cases of the sort specified by the subcommittee. 

A subcommittee staff person therefore compiled from these SEC 
listings and from"the .published monthly .short interest reports re- 
leased by.the NASD the necessary, data to prepare a partial answer 
to the question. :The compilation prepared by the subcommittee 
covers SEC investigations of NASDAQ companies opened between 
March 1988 and March 1989. ... . 

6.Analysis Of NSCC failsdata,'December 1990 
In order to investigate company allegations of naked short seil- 

ing, the subcommittee requested f rom t h e  National Securities 
Clearing Corporation daily .tabulations of:clearing shorts (failures 
to deliver securities by Settlement date), and clearing longs (failures 
to receive .securities by. settlement date) for-every trading day in 
December 1990. The subcommittee received daily data from NSCC 
sh0wing clearing shorts that aggregated at least 10,000 shares in a 
given equity issue and that were due from selling brokers who had 
been short in that issue for at least 5 trading days. The subcommit- 
tee also received data showing daily clearing longs on a comparable 
basis. 
"The  subcommittee then prepared summary tabulations.from the 
data provided by NSCC. These tabulations show individual stocks 
in which the clearing short position at NSCC that was  due from 
brokers Who had been continuously, short for at least 10 days aver- 
aged at least 20,000 shares throughout the entire month of Decem- 

.ber..The subcommittee compared these cases of substantial and 
persistent clearing shorts with the publicly reported investor short 
interest statistics for December 1990. " 

In these tabulations the subcommittee identified 31"New'York 
Stock Exchange issues, 28 American Stock Exchange issties, 129 

4 8 - 8 3 0  0 - 9 1  - 2 



, 1 2  

N ASDAQ issues, and 54 issues the. subcommittee, could not identify 
as t0' marke t  but . /vhich ~ appeared to be non-NASDAQ over-the- 
'c6untdr issues. Many  of the issues shown, i i / the~e tabulations also 
were rei~orted as having substantial investor short  positions in the  

i m o n t h l y  statist ical .reports as of December 15, and several were  
"issues tha t  had been reported in t h e  press as the targets ofprofes-  

sional Short sellers. Several others, were the stocks of companies 
that  have expressed complaintsab0ut  short:sell ing abuse. - . . -  

The subcommittee then, in March 1991, requested, evaluations 
from the SEC, t h e  New York and American Stock Exchanges, and 
the NASD as to whether  the persistent clearing fails shown in the  
tabulations reflected naked short  selling, and if not what  other.fac- 
t0rs accounted for such persistent and sUbstantial clearing fails. 

The SEC has not. responded to-this inquiry. The New York .Ex- 
change h 0 s  ~ntat ively, :reported apparent  rule violations in three  
cases but  has not completed its review of the matter .  The Ameri- 
can Exchange reported finding instances of  fai lure  to deliver 
shares after both long sales and short sales but  de te rmined  tha t  
most ~f the cases examined did not' represent, r u l e  x;iolations or 
naked short  selling. The NASD did not find significant:rule viola- 

. tions or,, naked short selling. . . . . .  ~. - ,, - .  
The -, subcommittee has not completed its 'investigation of these 

.findings o f subs t an t i a l and  persistent clearing fails in issues subject 
to active short  selling but  expects t o b e  able to report  on this inves- 
tigation in 1992. . '..- .'. :~ . : . . . .  

7. Investigation .of New York Stock:Exchahge proxy. (~oti.n'g rit'les 
The subcommittee has been concerned from.:the beginning 0f.its 

short-selling investigation tha t  legitirnate..short selling .migh~ 'hti,r 
unintended and :potentially adverse 'effects on" investors' proxy 
voting rights.  The SEC and the SROs .expressed the judgment  in 
their  hearing testimony tha t  t h e  subcommittee's concerns were un- 
founded. The subcommittee determined, 'nevertheless, 'to investi- 
gate this question more deeply in late .1990} and 'in conducting-this 
aspect of its investigation the subcommittee has corresponded at 
length with the New York Stock Exchange during 1990 and ~-1991. 

In this correspondence the  NYSE has confirmed the subcommit- 
tee's basic supposition tha t  short" selling, may-occasionally lead to 

a n ,  inability on the part  of:brokerage :firms to honor t h e  proxy 
voting instructions o f  their  customers. The subcommittee's ar~alysis 
of this issue appears in Section VI. " " ' : 

: II. THF. FUNCTIONAL ROL~. OF SrioRW S~-LLING 

The committee finds tha t  sho r t  selling has an important  and Con- 
structive funct ional  rule in the equity market.  , 
�9 As an investment opportunity, short selling enables investors 
with negative evaluations of part icular .individual stocks to invest 
their  funds so as to profit if their  evaluations prove to be correct. 
In doing this, short  sellers bring into the pricing structure of the 
marke t  a balancing influence. The i r  negative evaluations, of stocks 
then play a role, along with the positive evaluations o.f other inves- 
tors who hold the same stock long in their  portfolios, in determin- 
ing the marke t  price of th iss tock.  This participation by short sell- 
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ers thereby tends to enhance the efficiency of the market pricing 
mechanism. 

The committee finds it highly significant that, among the many 
market participants and issuers who have complained of short- 
seller abuse, virtually none have held the position that short sell- 
ing as an investment practice is bad or should be stopped. On the 
contrary, many emphasized to the subcommittee their conviction 
that short selling, per se, is entirely legitimate and constructive, if 
�9 done according to the rules. The committee shares this conviction. 

Their complaints, and consequently the subcommittee's investi- 
gative efforts, have focused on questions of improving the short- 
selling mechanism and curtailing related abuses, so that short sell- 
ing can most effectively serve its legitimate function in the market. 

III.  ABUSE AND MANIPULATION BY SHORT SELLERS 

A. CREDIBILITY OF ABUSE ALLEGATIONS 

The subcommittee's investigation of short selling has included 
extensive review, of the allegations of short-seller abuse offered by 
affected issuers and investors or reported in the press. In addition 
to the widespread press reports, allegations of abuse were reported 
by witnesses in the subcommittee's hearings, by issuers who re- 
sponded to the subcommittee's questionnaire, and by other issuers 
and investors in numerous unsolicited off-the-record contacts with 
the subcommittee. The subcommittee did not, however, attempt in- 
dependent verification of their accuracy through field ir~vestiga- 
tion. 

Because of the lack of independent investigation and verification, 
the committee has not made any findings that' certain of these alle- 
gations were conclusively demonstrated to be true. The committee 
cannot, therefore, report documentation of specific incidents of 
abuse by short sellers. . 

The committee has found, however, that many of the reports O f 
rumor-spreading abuse are entirely credible and are strongly sug- 
gestive of abuse..Moreover, the widespread nature of these reports 
and the high degree of similarity among them constitute.a highly 
consistent, pattern. The committee finds, therefore, ' that a pattern 
of abusive and destructive rumormongering, targeted specifically at 
companies in the equity securities of which some short-sellir~g in- 
vestors have established majorshort  positions,' appears to.be occur- 
ring. -~: : 

Other reports have alleged direct price manipulation.or other 
trading, abuses by short sellers in the tradir/g of target companies' 
shares. Many .of these reports have alleged that certain parties 
were engaging in naked short selling, presumably with the coopera- 
tion of a major broker or dealer. - . . . . .  

None"of the reports of naked short selling were supported with 
direct evidence, and in its evaluation of these reports the subcom- 
mittee found the circumstantial evidence offered to be .in.conclusive. 
The charges of naked w selling do raise important questions of 
the proper functioning of the markets, however, and the subcom- 
mittee has therefore initiated a .study of clearing and settlement 
delays and their relationship to short selling, as reported previous- 
ly. 
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This study has not been completed, but the evidence examined so 
far suggests tha t  naked short selling or its functional equivalent 
does occur in large volume in some equity issues. The committee 
does tentatively conclude, therefore, that the reports of naked short 
selling, offered by issuers, and other investors, while lacking direct 
supporting evidence, may nevertheless be true in some instances. 

Other allegations of direct price maniPulation by ~short sellers 
have appeared to the subcommittee to lack substance. For this 
reason the committee has concluded that, aside from the reports 'of 
spreading false rumors and engaging in naked short selling, many 
of the complaints about short-seller abuse are not soundly based 
and may reflect a misunderstanding of the short-sel.ling process. 

B. THE PSYCHOLOGICAL E N V I R O N M E N T  

The committee's principal concern in i~ evaluation of short-sell- 
ing issues has been broader than just whether specific abuses and 
violations have occurred and are being regulated. The committee is 
particularly concerned with whether: 

a. The equity market functions fairly for investors who 
invest in the shares of companies t ha t  are actively sold short 
by other  investors;, and 

b. Whether the equity market prices such stocks efficiently 
and appropriately so that  these companies will continue to 

�9 have access to the market, for new capital on a sound and fair 
competitive basis. " ~ 

The committee has found, in this connection, that the fairness 
and efficiency of the equity market for stocks that are actively tar- 

' geted by short sellers suffer from serious disturbances that cannot 
be attributed solely to specific instances of short-seller abuse. 

The pricing and trading of individual equity issues are highly de- 
p e n d e n t o n  subjective elements of psychology and perception 

:among investors generally, and the committee finds that many in- 
,vestors and issuers have a perception that short sellers have great 
manipulative power over stocks. Moreover, the committee finds a 
wMespread perception, expressed in many ways to the subcommit- 
tee, that the SEC is indifferent to the manipulative activities of the 
short sellers and assists them indirectly by thei r  attitude of indif- 
ference. 

The psychological environment is further affected by the fact 
that major short-selling investors function entirely anonymously. 
Under present reporting rules it cannot be known, except through 
a special investigation by the SEC, the exchanges, or the NASD, 
who is holding the major short positions in a particular stock. 

The committee finds a. strong undercurrent of disillusionment 
with the public equity markets and with the SEC in the viewpoints 
expressed by many investors and issuers whose shares are targeted 
by short sellers. Among these investors andissuers  there appears 
to be a sense of being victimized by powerful but unknown abusers 
who do their will without restraint from any regulators. If these 
were isolated views, they might not be significant, but the commit- 
tee finds them sufficiently preveile'nt to constitute a troubling pat- 
t6rn."r. : .~ .. . . . . . .  
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In some instances,-as repbrted previously, the targets of short 
selling appear to .have drawn conclusions about the manipulative 
power of short sellers without a solid factual basis, but this tenden- 
cy of many investors t o  draw such unfounded conclusions, is .the 
fu~damen-tal reason for concern about th.e~psychological climate.~ 

The fact is that  some short-selling partnerships possess very sub- 
stanfial financial resources and a capacity, financially speaking, to 
influence heavily or even dominate the?t.rading activity.in a'smail 

capitalization issue of stock over an extended period~.of time.'When 
th is  general fact is combined in .the minds of company'executives 
and shareholders with the information" that some unknown, but 
.presumably powerful party 0r parties is or are actively short,sell- 
ing a .par t icular  stock--and When these executives and sharehold- 
ers also share a conviction that the SECignores abusive practices 
'by theshor t  sellers and does not ensure a fair market-- i t  is readily 
understandable that these executives and shareholde§ the  af- 
fected issuer may' reach exaggerated and ill-founded'conclusions 
about the short-selling "threat." When such exaggerated reactions 
�9 to active short selling become frequent and persistent, as"the~com - 
mittee believes Chey have in. many stock issues, theft pricing effi- 
�9 ciency and market fairness suffer. 

Moreover, the impairment Of pricing efficiency.affects not just 
the immediate targets of short sellers but the entire class o f  firms, 
many of themsmal l  but some ,large' as well, that are Viewed in the 
investing community as potentially vulnerable to short-seller 
abuse. Given the percei~ced power of anonymous short sellers to 
manipulate the market ,  it is only ordinary prudence to many inves- 
tors t6 avoid such tissues al-together,which in turn unjustifiably de- 
presses the pricing of such fsgues relative to others perceived as 
iess vulnerable. 

This analysis of pricing inefficiency would not be valid if short 
sellers do in' fact possess, the great capacity to .manipulate prices 
and hurt  companies that is widely attributed to them. That is, if 
these investor evaluations of the short-selling threat  are soundly 
based and relatively accurate on average (i.e., statistically, unbi- 
ased), then  the resulting effects on pricing could be compatible 
with efficient market functioning. The foundation of this analysis 
of probable pricing inefficiency is that, on the contrary, the psycho- 
logical environment surrounding short selling has led investors to 
systematically Overestimate the manipulative power of short  sell- 
ers. Although there  appear to have been some cases of serious 
abuse with a potential for significant price distortions on individual 
issues,, the committee does not believe, as a general mat ter ,  that 
short sellers possess the extraordinary manipulative power that is 
widely attributed to them. 

This. is:precisely t h e  environment in which improved public, in- 
formation is clearly needed. While not necessarily providing a com- 
plete solution, better public information is the natural first remedy 
for such difficulties. By injecting factual clarity, it reduces the 
scope for fear based on imaginative speculations and unfounded as- 
sumptions. The issue of improved public information is discussed in 
Sections IV and V below. 
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C. THE AMERICAN STOCK ~ EXCHAN,GE,SURVEILLANCE REPORT - 

In 1987 the American Stock Exchar/ge received corr/plaints from 
-:three companies-that.holders of short, posi~ibns wei~e engaged in 
.downside manipulation of the company's.stock. Each Company re- 
ported,thaf it, WaS ,the- target of malicious "negative rumors~which, it 
felt, were being spreadby the short sel~lers':eispart of a~scheme to 
.depress the price of its.stock. In addition, many negative, presw 
:.ries had appb~ired about these companies,, notably'in Barr~n's. 

The American. Exchange's, Surveillance,. Department Conducted 
investigations into the;short selling, : of �9 company's stock. It 
Compiled ,detailed :trading data_on, thesei companies' stocks for cer- 
_:tain:stddy,.periods that ranged from .3 to 12weeks 'and attempted to 
determine-w.hether, any.:of .the short. Sellers.had engaged in price 
maniPulati0n, in their t radingduring the study~periods. ~ : .... / '. 

,,,:.The:tradiiig data .compiled in :the investigation and t h e E x -  
-C.hange's findings.were reported to theSEC. In each case, the Ex- 
Change concluded .that' none of,the information it gathered revealed 
evidence of md.nipulation 'by short�9 However, i ts tated that it 
could-n0.t determine wfi'ether certain principal short, sellers had 
acted' in .concert. Moreover, Since most of the principal short sellers 
were not members 5f the Exchange and therefore not subject to the 

�9 Exchange's jurisdiction, it s tated that the. Exchange could not do a 
th0rough~investigation of the shor~,selle'rs'~ctivities. It. submitted 
the  report"to' the SEC with a recommendationthat  the�9 should 

'further investigate the activities of the short, sellers to  determine 
~4h~ether the short sellers had acted in  c0ncer t to  depress .the stock 
prices. �9 " - ' ' ' :" " ' .... ." 

The Exchange �9 also made a limited attempt to evaluate the com- 
panies' claims of false ' rumors, but' this work did not represent a 
thorough investigation. In its report the Exchange concluded that 
the charges of false rumors were a subject for the SEC to deal with. 
In particular, it recommended that the SEC should determine 
whether there had been any improper contact between the short 
sellers and the pressi 

The SEC did some additional investigation after it received the 
surveillance report. This 'included contacting �9 the companies and 
the stock analysts that followed the companies, as well as search- 
ing various databases for negative articles or other" information 
about the companies. Although it found negative articles from its 
database searches, the SEC said it did not find any articles Which 
contained materially false information about the companies. In de- 
scribing its response to the American Exchange's recommendatiOn 
for further investigation, the SEC stated to the:subcommittee that 
it found no indication ofillegal activity by the short sellers in these 
cases and, moreover., that the SEC had brought action against one 
of the companies involved for improper accounting methods. �9 ~. 

The subcommittee found, on close study of the Exchange's .sur- 
veillance report, that the report contained both statistical discrep- 
ancie~ and unexplained information gaps. When. questioned, .'the 
Exchange attributed the�9 discrepancies to human error 
but was unable to explain why certain, information requested from 
one broker was never received. More importantly, the study peri- 
ods selected by the Exchange for the three stocks d i d not corre- 
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spond to the months when the reported short interest  for these 
stocks was highest, or to the build-up of the short in te res t  figures 
to their highest levels. Moreover, in the case of two stocks; high 
volume trading days, occurred in the-week  immediately prior or 
subsequent to the study periods but  were excluded from the study 
periods. -: 

Finally, the Exchange's evaluation of the extensive trading data 
tha t  was assembled lacked focus. It was never clearly stated what 
pat tern they were looking for or what  pat tern would h a v e  raised 
concerns about  manipulation. For this reason and because o f  the 
inadequacies cited above, the committee, while acknowledging the 
extensive effort of the Exchange, questions the�9 effectiveness of its 
surveillance examination. 

Moreover, the inadequacies found by the subcommittee should 
have been evident- to the SEC but  apparent ly were never detected. 
The Committee finds, therefore, that  the SEC's response and-follow- 
up to the American Exchange surveillance report were superficial 
and did not represent  a serious effort to investigate the company 
charges �9 of manipulation by short sellers. 

D.. T H E  ROLE OF THE SEC 

The Securities and Exchange. Commission is responsible fo r  en- 
forcing the antifraud and antimanipulat ion provisions of the secu- 
rities laws, and agency witnesses testified in the subcommittee's  
hearings that  the agency p e r f o r m s t h i s  respohsibility vigorously 
when evidence of illegal behavior by short sellers is brought to 
their  a t t en t iom in support of this the agency test imony cited cer- 
tain enforcement cases brought by the Commission whe re  the be- 
havior of short sellers was challenged. 

Other witnesses questioned the adequacy of the SEC's efforts to 
control short-seller abuses, however. Moreover, several company of- 
ficials have told privately of bringing Complaints of short-seller 
abuse to the SEC without  any apparent  SEC action resulting. Some 
company officials even reported t o  the-sUbcommittee that, after 
they brought their complaints to the SEC, t h e  SEC turned around 
and investigated their own companies groundlessly for suspected 
accounting fraud, public disclosure ~violations, or other mat te rs ,  
without ever bringing formal charges.  " 

The SEC has never, as .far as the committee is aware, brought an 
enforcement case or even sought seriously to investigate a case ~ in 
which the central allegation of abuse was the malicious dissemina- 
tion of false or unverifiable negative reports about a public compa- 
ny, its officers, its products, or other matters  that,  if t rue or be- 
lieved by investors, would be likely to influence negatively the 
trading price of the company's stock. �9 

For this reason, the committee finds' substantial  basis for concern 
that  the SEC's policing of the fairness: of the .markets in this re- 
spect may not be adequate. 

The committee's concern regarding this aspect of the SEc'S en- 
forcement program is further  heightened by the prepared testimo- 
ny of Mr. Sturc for the SEC's Division of Enforcement. In explain- 
ing why the SEC has not found it practical to b r ingenfo rcement  
cases against  short sellers in most instances, he stated: 
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~.. Finally, many of the complaints we receive about alleged 
.... illegal short selling come from companies and corporate of- 

ricers who are themselves under investigation by the Com- 
mission, or others.for~ possible violations of the securities 

~' and' other laws. When there is an obvious- economic justifi- 
cation for short sales, it is extremely difficult to p r o v e : . . . .  

�9 , ,: (ii) the material  false Statement/omission and fraudulent �9 
intent  requirements of Rule 10b-5. T h i s i s  particularly 
t rue in those situations where, for example, our investiga- 
tion. tends to show that  at  �9 the t ime when short sellers - 
were allegedly disseminating false rumors, in fact ,  t h e  

i s s u e r  Was disseminating material ly false financial s ta te ' -  
ments. 14 

This s ta tement  by, Mr. Sturc has t he  appearance-of  a de facto 
."no-action" assurance ,to short sellers concerning any  'actions they 
may take to disseminate �9 rumors about  companies that .are  the 
object of SEC �9 in.vestigations. Moreover, since the SEC does 
not bring formal charges against  the company in. many of the cases 
where it initiates an investigation, this s ta tement  represents a 
policy of ignoring possible cases of"abuSe .by short  sellers on the 

�9 basis, of unproven and potentially un t rue  suppositions about compa- 
ny behavior. The.committee finds this policy v e r y  disturbing. �9 

Finally:' t h e  committee finds that  there has 'been an uncomfort- 
ably close direct working relationship between certain unknown 
short Sellers 'and the SEC enforcement staff. Mr. Sturc-acknowl- 
edged i n  the  Subcommittee hearing that  ti~e SEC staff  "listen" 
. when short  sellers make allegations ,that a company is doing some- 
thing wrong, because the short-sellers' information is often accu- 
rate. 15 Short sellers,, in other  words, frequently provide useful en- 
forcement tips" to the 'SEC staff. �9 

That  the SEC staff  does�9 act on the tips provided by 
short sellers may. also be inferred from a statistical survey the sub- 
committee staff  conducted, with SEC COOl~eration, of SEC investiga- 
tions o f  NASDAQ companies  for accounting fraud or other fraudu- 
lent �9 public disclosures du r ing - the  period March 1989 through 
March 1990: During this pe r iod  24 percent of the  formal investiga- 
tions opened involving NASDAQ companies, and 17 percent of the 
informal investigations opened involving NASDAQ companies, 
were investigations targeted at companies in which the reported 
short interest  in the company stock immediately prior to the open- 
ing of the investigation was at least 5 percent of the public float in 
t h a t c o m p a n y ' s  stock. That  is, substantial  percentages of all SEC 
investigations of NASDAQ companies during this period were in- 
vestigations of short-seller targets. " " 

The subcommittee does not rind anything inherently improper in 
this pat tern of enforcement investigations by the SEC. This pat tern 
does, nevertheless, raise a troubling question. The question is 
whether  the SEC's  selection of ~investigation targets is biased in a 
manner  that  provides unwarranted  assistance to the short sellers. 

�9 14 S u b c o m m i t t ~ e  h e a r i n g s ,  op .  c i t . ,  p.  435 �9  " 
15 S u b c o m m i t t e e  h e a r i n g s ,  op .  c i t . ,  p.  515. .  ~ 
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The knowledge in the market  that  a company is the object of an 
SEC investigation for possible fraud is generally expected to disap- 
point or a larm investors and to directly cause a decline in the com- 
pany's stock price. The opening of such SEC investigations after 
short sellers have established substantial short positions �9 the 
target  companies' securities is therefore very beneficial to the short 
sellers. For this reason the SEC needs to exercise extreme caution 
in opening investigations of short-seller target  companies, especial- 
ly on the basis of "tips f r o m  the short sellers, in order to guar d 
against any appearance of bias favoring the short sellers. 

Regardless of the appropriateness, from.an enforcement perspec- 
tive, of the  investigations opened regarding possible fraud 'by short- 
seller target  companies, the de �9 working relationship between 
short sellers and the SEC enforcement  staff has the effect of pro- 
viding bounties to the short sellers for their  enforcement tips when 
the enforcement  investigations become known in the market.  In 
this context, the committee finds it highly improper that  the SEC 
staff should also exempt from .any enforcement scrutiny the behav- 
ior of the short  sellers whose tips they determine to act on, �9 Mr. 
Sturc testified. " .-. " " 

'IV. THe. INTEGRrrY OF INFORMATmN ABOUT COMPANY AFFAIRS 

Accurate and t imely information for investors is,�9 for a 
fa i r  and efficient securities market .  The unchallenged and unpun- 
ished'circulatlon Of false/or misleading reports about  company af- 
fairs is very destructive of fair" markets.  It discourages long-term 
investors from committing their  funds to companies tha t  have been 
made .the: targets of information distortions, and in this way it im- 
pa i r s  and may  even  destroy these companies' access .to the equity 
market  for new capital .  . . . . . .  

�9 The SEC does not take an-evenhanded and 'balanced approach 
. toward information integrity in the. equity market.  The SEC vigor- 
~ously ~nvestigates suspected cases of. misleading or.false. informa- 
tion..released by company officials-about their  own companies, 
which is entirely.proper regulatory scrutiny, but the SEC does not 
employ equal vigor on the o t h e r  side. The SEC has not committed 
itself to a policy of suppressing false or manipulative rumor  circu- 
.lation by  parties seeking to discredit a company or its officers or 
i'products, and it has not displayed any such commitment  in prac- 
t ice through its enforcement program. 

Small companies are especially vulnerable to campaigns of inten- 
tional distortion about the i r  company affairs, for two reasons. First, 
they�9 the resources usually available to a larger company to 
conduct, an expensive "information campaign to combat false rumors 
directly. Second, knowledge 6f their  affairs among the financial 
press and among securities professionals, who may be able to 
.evaluate false, charges critically and .render a constructive inde- 
pendent judgment,  is generally much less widespread than in the 
case of large companies. �9 " 

T h e  .SEC should adopt a formal policy" and administrative pro- 
gram fo r  improving the integrity of information flows about public 
,companies, especially smaller companies. This program Should in- 
61ude-a commitment  of resources to vigorous investigation of sus- 
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pected cases of dissemination of false information or of unverifiable 
information.under  false pretenses (such as impersonation of compa- 
ny officers or regula tory  authorities). The SEC should also evaluate 
the  adequacy of the enforcement  authori ty at i ts  disposal for con- 
trolling information distortions about public companies, �9 and should 
ad..vise Congress of its re.commendations: for additional authority, if 
needed. 

This commitment  by the SEC is needed in par t  to provide greater  
confidence to investors tha t  they can commit their  funds to invest- 
ments in small company stocks without excessive vulnerability to 
abusive information distortion by short sellers. A commitment  of- 
this nature .by the SEC is needed to dissipate the unheal thy psycho- 
logical atmosphere,  referred to above, that  adversely affects the 
markets  for many stock issues in which there is substantial short- 
selling activity. 

V.. MARKET EFFICIENCY AND MARKET ,INFORMATION 

A. INFORMATION ABOUT SHORT-SALE'TRADING AND SHARE EXPANSION. 

In any asset market ,  expansion in the supply of a particular 
asset tha t  investors must  hold will normal ly  drive down the price, 
at least temporarily. Only when there is a perfectly elastic demand 
for that  asset, which is extremely rare  in the stock market,  will 
pr ice 'be  unaffected when the supply expands.  An abrupt supply 
change, in particular, can be disruptive if it =takes place: without 
prior announcement  and without advance preparation of the 
market .  

The distribution of new shares Of stock in to  the equity market  
through a company offering of new shares represents the k i n d  of 
supply expansion that  can 'be  disruptive if .done abruptly without 
prior warning. For this reason, among others, elaborate disclosure 
rules have been put in place so that  investors are 'able  to be fully 
informed about w h a t i s  going on when a company sells new shares 
in this manner .  Investors are  thereby: able to have a fuller under- 
standing of the factors under ly ing  any price decline or increased 
trading volume they may  see in a stock in which a distribution of 
new shares is taking place or is planned. 

Short  selling causes a similar share expansionl as explained 
above. New investors must  be induced to purchase the shares being 
offered by-short sellers, or existing shareholders must  be induced to 
increase their  holdings, so tha t  the increased quanti ty of shares 
can be absorbed. An unannounced share expansion that  arises from 
short selling can therefore be just  as disruptive t o  market  pricing 
as an unannounced distribution of. new "company shares would be. 

The  recent price behavior and trading volume in a stock Convey 
information to other  investors in the market.  The information that  
is conveyed is different, however, if new shares are being distribut- 
ed by short  sellers than  i f  existing stockholders are  selling their  po- 
sitions. :. ' " ' . . . . . . . .  :: :" 

Shareholders who sell generally do not seek.:to profit.from a fur- 
ther  .decline in the stock' price, and�9 they may not expect any:de- 
cline. They. may merely need cash or may prefer  other investments. 
In fact, if they sell only par t  of their  holdings, then " they  clearly 
want  the rest .of .their shares :to appreciate "further.::For these  rea- 
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sons their sales do not necessarily suggest a negative evaluation of 
the stock. �9 . - 

Short sellers,.on the other hand, clearly expect and. seek tO profit 
from a decline in the stock price., Their motivations and expecta- 
tions .are different. When .short sellers are active, other .investors 
must expect that theseshort  sel~lers hold a.highly negative evalua- 
tion of the-stock and may drive the price down through further 
short selling. Short selling, furthermore, has .the added significance 
of expanding" the market,s total holdings of:the stock, which may 
require.a pr icedecl ine  merely to induce new..investors to absorb 
thee ndw shares. . . . 

For this reason, investors should .have accurate and t ime ly  infor~ 
mation 'about all significant distributions of .ne~ shares .that arise 
because, of heavy,short-selling ~vold'rne: In the abw Of.'this infor- 
mation, "investors : ar6: presently unable to. distinguish between 
heavy s.ales by Ctii:i-ent stockholders and the introduction, of new 
lJb0k" entry shares in to ' the  market through short selling. A s a  
result, they may inappropriately ..infer. t ha t  existing s,tockholders 
who: ard reducing itheir holdings are responsible for an observation 
Of heavy troding volume ̀ 'and a price decfine when in fact these are 
di~e ~o a. supply expansion caused.by Short selling,: 

Tl~e :~rdsent" reporting, o f  short interest, statistics by 'the ex-. 
changes and the NASD does not supply the'necessary information 
to the market a~,ld is entirely inadequate for this purpose. Aggre- 
gated short i n , r e s t  data ard reported monthly to the exchanges 
and the NASD by brokers and dealers and are disseminated 
through the public media sevdral days later, so the net short sales 
from one monthly reP~o~ting date t o t h e  next, net of purchases to 
cover'pr~vious short sales, are eventually known: No other data on 
short selling in individual stocks is  available t5. the market, howev- 
er: Market participants cannot" kh6w, therefore, except on a de- 
l~iyed'basis.several weeks later, about chang'es i n t h e  s'upply of an 
issuer's shares through short selling. 

develoli method for daily These organizations should a collecting 
short-selling activity and ~veekls/.short interest data from brokers 
and dealerS. They should then make this information' available 
electronically to .the market in agg~'egate form. 

B., THE UPTICK RULE AS..AN. INSTRUMENT FOR IMPROVED INFORMATION 

An uptick rule for shortsales represents an indirect method for 
addressing this information gap. Moreover, as explained below, it 
acts as a stabilizing constraint on trading, allowing more time for 
the dissemination of information, when heavy short-selling pres- 
sure may otherwise be disruptive to pricing. 

The present uptick rule (SEC Rule 10a-1), which is applicable to 
trading on the exchanges, should therefore be retained. Moreover, 
the SEC should expand the uptick rule so that, with appropriate 
modifications, it also applies to trading of over-the-counter stocks 
in the NASDAQ system of the NASD. NASDAQ trading should be 
subject to the same protections as trading of exchange-listed issues, 
for the protection of investors. 

Under an uptick rule, all. sales that set a lower price must be 
long sales, because short sales at such a lower price are prohibited. 
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This. immediately, g i v e s m a r k e t  part icipants  information about who 
is selling when the price is falling, since only cur ren t  stockholders 
are pe rmi t t ed  to .se l l  at  a l o w e r  .price. 'This is information'  tha t  ~ is 
not available wi thout  an upt ick rule. 

A n  uptick r u l e  ~1~o p~events the' price of:an equity from falling 
co-r~tinually solely tli 'rough=short sales�9 Long-sales must" take place 
to ~est~ablish. each:  new ~lower pri'~e: .`This. ~ h ~  a Stabilizing "effect 
when-.there m substantml~short-selhng.pressure�9 . - .  -~ ' .' 
, ~This stabilizing, effect provides additional t i m e  fo~ t h e  d'issemina- 
t ion Of marke t  information'- in corinection. With the  offering of  new 
share.s by short  sellers. By slowing down the d is t r ihu t ion 'bf :new 
shar'~s when there  is subs tant ia l  sh0r~-selting pressure,  i t  provides 
m6i~e t ime  for financiai~arial~/~s~, ' the"p~ess,-arid the  "com'pany "itself 
t0".'circul~/te ~irif0ri~iatiotl ' hb0ut  the comphnj~ ancl~.about-ihe add~.tion- 
al shares  be ing placed~on tile markef.l~y short:seller~:. ~ - -' -, �9 ~'- 
, :Allowing~'adeqiiate~ime for '- the d i s s~m~/ t~oh  ~ of  inforn4d~ibn 
rhay: be  part icularly Jmpi)rtant for small  0ver-ttie-counte'r" compa] 
/ i ies because the  Stock prices o f  such':cbmp~nies tend t6:'be m o r e  
x;tiiflerable:t0 dis turbances-caused by r u m o r s  a n d '  misinformati0n: 
Ofle reaso~i is t ha t  ? press Coverage of these Companies IS oftefi- w 
radic, w i t h  news releases issued 5y" the' c0mp~/nies then~seiv'~s'bften 
being unrep6'~ed' in the!m.edia. '  Inadcl i t ion,  .t~6wer se~ui:.~t~es ~, ana- 
lysts:gr  professional : ' funds 'mamigers  typica l ly  co.ver w "-'. 
rues, so there  m a smaller  established base  of famlhar l ty  w~th suc. h 
companies ifi the  investn~ent "c0m/nunity. " ' .7 . . . . .  ; =. - 

Many p~@le have questioned tl~e ,effectivefless. ~bfthe"pi~eseht 
uptick rule on ihe  ekchanges and ,  by ' implicat ion a t  least, question 
whether  afiy. pu~pose',~wbuld be served by' implehient ing a_similar 
rule for NASDAQ:trading.- ,This  �9 appearS to be based on a 
belief tha't~short-'s.hles, ~h'at~ever transitory, price effects they, m a y  
have, do n d t  mateifially, al ter  the, long-run pricing [bf t h e  issues sold 
short. " . . . . . .  . .. . .  - i 
: .This,posit ion ignores the  Supply.:expansion-result ing from short  

sales, or else it assumes t h a t  th  e- supply  expansion has no material  
pride, effect be.cause the demand  elasticity..f0r.all issues sold.short is 
practically infinite. This is .not a reasonable position .for most stock 
issues, especially small  issues. " 

More0vei, the�9 supposedly trafiw price effects of short  sales 
can ,have i m p o r t a n t . a n d  las t ing  consequences for both investors 
and issuers and cannot  be ignored. For example ,  short  sales tha t  
drive d o w n  a company's  stock price can-.disrupt a planned public 
offering of shares to raise new equity capital.. Like.wise, investors 
who purchase shares on. margin  are vulnerable to having their  
shares l iquidated to meet  marg in  calls if short  sales drive down-the 
price substant ial ly ,  for even a. day. The uptick rule, by reducing is- 
sue_rs: and investors' .vulnerability to such problems from transitor~ 
price movements ,  clearly is effective in stabilizing the marke t  for 
exchange-listed stocks.for the  benefit  of issuers-and investors. 

For this .reason, the uptick :-rule should immedia te ly  be extended 
to t rading in NASDAQ issues also. 
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C. DISCLOSURE OF MATERIAL INDIVIDUAL.SHORT POSITIONS 

Investors who acquire 5 percent or' more of the shares of a com- 
pany must report  this fact to. the SEC within 10 days, and the SEC 
filing, is made. 15Ublic, Howe~,er, short sellers r162 acquire a:short  
position of this magnitude' in a company's st0ck are not,. subject to 
"~hny similai~ report ing requirement: Regardless of hoW hirge an in- 
Tester w short position ' i f i the 's t0ck of 'an individual~corfipany,, he':Or. 
she may. remain- entii'el~ anonymous. ' - ""- . . . . . . . . . . . .  '. 
~- .The 'subc0mmittee,'has i~eceived very. sti~oiig expr~ssidn~. of  :sflp'- 
port from compan~ executives' an'd inte~rested Stocktiolder~ f0r .~he 
.cori~ept "ufa:~ptiblic:rdpbrting requirefiaent for .large individual short 
positions~ ahalogoi]s to~ the present repUrting: reqhirerfient for ~iwces- 
tors who, acquir~ :5: percent of. a ~~ompany's "shares ~.: Moreo.ver, rio 
substantial- opposifiun to this concept, has'. been: ex~pressed t00.,tlie 
"subcbmmittee:,In, the~subc0mmittee.s: hearings, the"witnesses f0~ 
the American Stbck.~Exchange and the SEC expressed reservations 
about .whether  disclosure of major  indiv.idual:short positions might 
have unintended effects on the marke t  and .might represent an" un- 
.warranted. disclosurer proprietary tradiffg "strategies; but ..these 
~concerns~were.-not expressed in.. a. manner  to reflect a :position of 
~opp0sitipn,to the concept . . . . .  :. .~ . . . .  -' .~ ,, �9 
:~. Mpreover, ~ :described above in Section III, the committee be- 
,lieves:s psychol0gical atmosphere among .investors andissu- 
.ers .regarding stocks targeted, by short sellers exhibits ~-a disturbing 
and  unbealtliy~pattern that  may seriously in.terfere with fair mar- 
ke t sand  efficient pricing,.and the commit.tee believes that  the com- 
:pletd an.bnYm~ty.~with' which, maJ9 r, short, seller: s are-.now, permitted 
to 0pdrht~ cont~iblutes importantly to this unheal thy .market .psy- 
.chology . . . . . . . . . . . . . . .  .- , ",, 
~ T h e  committee therefore finds t h a t  such a, public reporting re- 
_quirement. for large, individual shor t  positions .is needed, for two 
clu~ely related reasons. Fi.rst,-the committee be l ieves tha t  stock- 
holders and ,issuers whose: portfolio investments  and businesw ac- 
tivities are'-under direct attack throfigh the large-scale acti~tities Of 

- , . - , . . , . * ~  . . , , . . .  

sophisticated mult~-milhon dollar short-selhng partnerships have a 
right to know who the individual short sellers are in Cases where 
their respective short investments are large enough to be material 
in relation: to the total outstanding shares of the  company; and 
second;the committee believes that  the equity market  will function 
more fairly and more efficiently if this information is available 

, . �9 �9 

publicly. 
The  committee therefore  recominends legislative enactment of 

such a reporting requirement. Although this repiJrting requirement 
might  also be accomplished through SEC rulernaking, the SEC has 
recently 's tated in its concept release seeking 'public 'comment on 
the suggestiori of such .a: reporting requirement ' that: the  agency's 
authority to implement such a rule for purposes" of market  irifor- 
mation is not clear:l~ ~ The-committee therefore belieges ~that. legis- 
lation is the appropriate.method for iml~lementing this disclosure 
requi rement . .  . . . .  ~ 

~s SEC concept release on '"Public Disclosm'e of Material ~Sh6rt Security Posiiions" (Federal 
Register, June 13, 1991, pp. 27280-85). 
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�9 V I .  P R o x y  V O T I N G  I N  S T O C K S  S O L D  S H O R T  

, . A .  T H E ' . B A S I C  P R O B L E M  ., �9 . 

" ' As exP!ainecl-above, short selling expands 'investors' total benefi- 
cial holdings' of. a stock issue so that, in. the aggregate, invest0rs 
o w n  beneficially more shares of that  stock, than the company has 
issued. I n part.'icular, investors whose shares a r e  held for them in 
brokerage accounts by brokers and dealers own more shares of a 
stock tha t  has been sold �9 than the brokers and dealers,  a s  a 
group, h01d for. them as the record.owners. . . 

As a c0nseqhence, i t  is not possible for alll beneficial  owners of 
such a stock to exercise a proxy vote in full p!:oportion to their ben- 
eficial ownership, proxy votes can only be given for the shares ac- 
tually issued, by the issuing company and held- in. record ownership 
by the registered shareholders. W h e n t h i s  number.of. issued shares 
is less than the number~of shares owned.beneficially by investors, 
�9 a s a  result  .of short:selling,,it::is not possible.for.~all shareholders, to 
.have a proxy vote for. all their  shares . . . . .  
.. Investors who;hold shares incompanies  where:such:an expansion 

of beneficial ownership has occurred are not informed, howeyer,-of 
this potential constraint on the i r  proxy vqting. All customers of 
brokers and. dealers  generally receive proxy, mater ials  �9 :the full 
amount  o f  the shares in their  .accounts regai~dless of whether  their  
.broker or dealer will be able to honor and act  on'all  proxy'ihstruc- 
tions received. The natura l  assumption of investOrs whose Shares 
are he ld  for their  account by a broker or dealer,, thei~efore, is :that 
their  proxy voting instructions Will always b e a c t e d  upon just  as if 
they had record- ownership of the same number  Of shares. " 

Moreover, there are no rules, governing how brokers and dealers 
should handle a situation where their  customers submit proxy 
voting instruc~iofis.for more Shares than they �9  On. This situ- 
ation is essentiaily unregulated and is left, consequentlY, . to the dis- 
cre t i0n of  the affected brokers and "dealers. This situation is there- 
fore very vulnerable to:a form of prox~"failure, to deception of cus- 
'tomers, and �9  a b u s e s  and distortions of the proxy voting 
process, as explained below.  �9 

The distribution of proxy materials �9 to their  customers by brokers 
and dealers  and the .giving of proxies by brokers and dealers on 
behalf  of their' customers are current ly regulated by the New York 
Stock Exchange. The proxy rules of the New York Stock Exchange 
do not adequately address thec i rcums tances  tha t  are created by 
short selling, however. 

The proper remedy for these problems lies in rulemaking by the 
�9 Securities and. Exchange Commission. The SEC possesses broad au- 

thority, u n d e r  Section."!4(b)(1) of the Securities Exchange Act .of 
1934 to regulate the giving of proxies by brokers, dealers, and other 
parties :on behalf  of their  customers for  shares owned beneficially 
b y  these customers. The SEC has. .not,. h0wever, issued any regula- 
tions under this authori ty concerning the giving of proxies. 

The committee's specific recommendations for the regulation of 
proxy vot ing in issues sold short are stated in Subsection E. below. 
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B. PROXY FAILURE UNDER THE "NYSE PROXY RULES 

The New York Stock Exchange's proxy rules are of primary sig- 
nificance for governing how most brokerage firms handle proxies 
for their customers at present. The NYSE proxy rules apply to all 
aspects of proxy handling by all New York Stock Exchange 
member firms, a class that includes most of the brokerage indus- 
try. The NYSE rules apply to proxy solicitations for all companies, 
regardless of whether the company stock is listed for trading on 
the Exchange. In particular, this means that the NYSE proxy rules 
govern member firms' handling of proxies for companies listed on 
NASDAQ or the American Stock Exchange, as well as New York 
Stock Exchange listed companies. 

1. Rule 451 ("Transmission of Proxy Material") 
The NYSE's Rule 451 requires every member  firm, upon receipt 

of the appropriate proxy materials  and an assurance of reimburse- 
ment for expenses, to " t ransmit  to each beneficial owner 'of stock 
which is in its possession or control the material  furnished." The 
rule is silent regarding the beneficial owners of stock that  the 
member firm is carrying for the  account of customers bu t  which 
the member  firm does not have.in its possession or control.. 

If a member  .firm has lent out all customer margin shares of a 
part icular  stock, then the firm will not have possession or control 
of the shares of any customer whose sole holdings of this stock are 
margin shares. All shares in the firm's possession or control will be 

�9 cash or excess margin shares  belonging to' other customers. Rule 
451 thus leaves open the possibility, that, under certain plausible 
circumstances where stock has been lent out to short sellers, some 
margin.customers of a broker or dealer may not receive proxy ma- 
terials. The rule clearly does not require the distribution of proxy 
mater ia ls  to such customers. : ~, 

The NYSE has reported to the .subcommittee, in response to a 
question about  a situation in which a firm does no t  have in its pos- 
session or control ~shares purchased by cash customers, that  
"member  organizations are required to provide every beneficial 
owner long on the stock record of the organization an annual 
report and.proxy materials  pursuant  to Exchange rules. ''17 Thus, 
in  spite ,of the absence of any specific language to this effect in 
Rule 451, the NYSE is apparent ly  interpreting i t s  rule to require 
the furnishing of proxy materials  to all beneficial owners, regard- 
less of whether  the member  firm has the customers'  shares in its 
possession or control. 

2. Rule' 452 ("Giving Proxies by Member Organiza'tion ") 
The  Exchange's  Rule 452, which deals with the giving of proxies 

by  member  firms for shares in customer accounts, is also silent re- 
garding proxies for shares not registered in the name of the firm or 
its nominee, which would normally include shares tha t  have been 
lent to short  sellers for delivery to other investors or their brokers. 
The f i r m i s  only.required under Rule 452 to give proxies "for stock 

~7 NYSE letter of February 19~ 1991, p. 2. 
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registered in its name, or in the name of its nominee, at the direc- 
tion of the beneficial owner." 1 s 

In cases where the firm owns as record owner fewer shares on a 
proxy record date than  t h e n u m b e r  of shares its customers own 
beneficially, and where the customers collectively return proxy in- 
structions for more shares than the firm owns o f  record, the cus- 
tomers' proxy instructions cannot all be followed in full proportion 
to their  beneficial ownership. Rule 452 is silent on how to interpret 
the meaning .of the phrase "at  the direction of the beneficial 
owner" in such circumstances, and the Exchange has not issued 
any instructions, or guidelines to member firms on how to handle 
such a situation, z 9 

The Exchange has, however, described with apparent approval 
what  it calls "a practice" for handling such situations: 

Were an allocation to be undertaken, we understand it 
is a praCtice to give each fully paid and excess margin cus- 
tomer his or her vote as it is received. Remaining votes are 
then allocated * * * among the margin customers whose 
shares are not within t h e  firm's possession or control, i.e., 
loaned out. 2 o 

This practice, while having an appearance of being equitable,: ap- 
pears to be in conflict with Rule 452. In the circumstance described 
previously, for example, where a member firm has lent out all cus- 
tomer  margin shares of a particular stock and does not have record 
Ownership of the shares of any customer whose sole holdings of this 
stock are margin shares, t h e n  all shares owned Of record b y  the 
firm will be cash or excess margin shares belonging to other cus- 
tomers .  I f  the firm distributes proxy materials to and receives 
voting instructions from such margin customers whose shares it 
does not presently hold, and if it gives proxies configured according 
to these instructions in accord with the practice described ab6ve, it 
will be acting in. apparent  violation of Rule 452. The violation 
arises because, by assumpt ion in this example, these customers 
whose instructions are being acted upon are not the beneficial 
owners of the shares for which the firm, as record owner, is able tO 
give proxies. 

The occurrence of a violation in such a case does not necessarily 
imply that  the practice described above is improper. It may imply 
only tha t  Rule 452 is not formulated adequately to deal with such 
situations. 

The inadequacy of Rule 452 is further illustrated by the fact that  
it is fully consistent with the Exchange's proxy rules and other ap- 
plicable rules for a member firm to lend out all the customer 
shares of a particular stock issue (assuming all the customer shares 
were margin shares available for lending under the-SEC's  .Rule 
15c3-3), to solicit the proxy voting instructions of these customers, 
and t h e n  to disregard entirely, the proxy voting instructions re: 

18 U n d e r  cer ta in  c i rcumstances  deta i led  in the  rule,  hav ing  d is t r ibuted  prox~ ma te r i a l s  to the 
beneficial  owner  in compl iance  wi th  Rule  451 and  hav ing  received no ins t ruc t ions  by a cer ta in  
date ,  i t  m a y  give proxies for such  sha res  wi thout  ins t ruct ions .  

19 See the  response to quest ion 4 in the  Exchange ' s  le t ter  of F e b r u a r y  19, 1991, p. 4.- 
2o NYSE le t ter  of Apri l  24, 1991, p. 4. . _ ' 
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' ceived from the beneficial owners. The New"York Stock Exchange 
confirms this int~ 'pretat ion "in its letter of April 24. 21 . . . . .  ~' 

3. Failure to.~receive shares from clearing ~" . . . . .  ' 

Present practice"in clearing anti' set t lement leads to  substs 
and persistent delivery delays in certain e~uity: issues, so .that 
member firms do no t  n e c e s s a r i l y h a v e  possession .or control  or 
record ownership of their  customers'  securities evei~ when they do~ 
not engage in securities lending or hypothecation: This phenome- 
non is amply demonstrated by tabulations, prepared by  this sub- 
committee from data supplied by the National Securities Clearing 
Corp. (NSCC), showing substantial and persistent receive fails (i.e., 
clearing longs) in many :NASDAQ issues in DecemberA990. When 
such receive fails are  outstanding on a proxy record date, then 

,. even cash customers may be deprived of their  proxy voting rights if 
enough of the .cash customers: submit proxy instructions to a firm 
that. has not .reduced its shares receivable to possession or control. 

This bui ldup of substantial fails-to-receive in customer shares is 
apparent ly  encouraged by the SEC. The NASD has reported that  
the SEC interprets Rule 15c3-3 in such a way,,that it is permissible 
for a member  firm. never to reduce to possession or control" shares 
purchased for cash by cash customers, if the customer shares are 
receivable from. (and guaranteed by) the  National Securities Clear- 
ing Corporation. ~2 Paragraph (d) of Rule 15c3-3 requires"that  a 
broker must  take "steps :to obtain cash and excess margin shares 
that  are more,~than 30 days overdue, but appar'ently the SEC has 
determined not to enforce this requii 'ement with .regard.to Shares 
receivable from NSCC. ~- " 

~. 'Lack o f  equivalence between cash shares.with ,broker-dealer and 
shares owned o f  record 

As a result  of this SEC poli~y, holding fully paid equity shares in 
a cash account with a broker or dealer is not equivalent, for pur- 
poses of proxy voting and corporate governance rights, :to holding 
shares registered in one's own name as the owner of rec6rd. A ben- 
eficial shareholder who is also the  owner of ' record 'of his or her 
shares has corporate governance rights, including rights to vote by 
proxy, that  are specified under  State. law and each issuer's bylaws. 
A beneficiM shareholder whose fully paid shares are carried for his 
Or her  account by a broker or dealer does not enjoy the same rights 
unconditionally, since t he  firm with which the account is held may 
not haste record ownership of the shares even 30. or 60 or, 90 days 
after their  purchase. 

Moreover, the broad discret.ion that  brokers and dealers have to 
allocate votes as they wish when customers re turn proxy voting in- 
structions for. more shares than the firms hold of record 23 permits 

21 See part (a) of the "Followup on Question 1" in the subcommittee's letter of March 7, 1991, 
and the response in the Exchange's letter of April 24, 1991, pp. 1-2. 

22 The NASD's 1986 report on "Short-Sale Regulation of NASDAQ Securities" (the Pollack 
Report) states in footnote 105 (page 51) that, under" Rule 15c3-3, the SEC treats securities due 
from the Clearing Corporation for customer-related transactions as the equivalent of a fail-to- 
deliver less, than 30 days, regardless of age. See subcommittee hearings, p. 320. 

2 3  P See the description below in Subsection 6 ("Broker d i s c r e t i o n . . .  ') �9 -'. 
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them to curtail the votes ofcash customers, if they wish to do so, 
even when ~ their record ownership exceeds their customers' hold- 
ings of cash account shares. 

The conditional or uncertain nature of the proxy voting process 
for such cash investors, as a result of the SEC's policy on shares 
receivable from NSCC and as a result of the broad discretion en- 
joyed by brokers and dealers to allocate votes arbitrarily, thus 'in- 
troduces a distinction between direct record ownership and benefi- 
cial cash ownership in a brokerage account that may be: important 
to some shareholders. - 

5. Fair disclosure and customer deception 
An important  que.stion of fair dis.closure and possible deception 

by member ' f i rms arises from thesecircumstances.  When a member 
firm distributes proxy materials to all customers shown in its stock 
record as beneficial owners of a particular stock, as the Exchange 
apparently expects the firm to do Under Rule 451, then the firm is 
implicitly notifying them tha t  their  proxy instructions will be sub- 
mitted to the issuer just  as if t he  beneficial owners were record 
owners. The firm knows at  the t ime  the proxy materials, are dis, 
tributed what its own record ownership of shares was. on the proxy 
record date, and .thus it knows whether  a. sufficiently large re turn 
of proxy instructions would exceed its record ownership of shares. 
By fail ing to notify its customers of the possibility in such a case 
that  the i r  proxy instructions cannot all be acted upon, the firm is 
,misleading its customers. It is implying to its customers that  they 
have a right to have valid proxies, configured according to their  in- 
structions, gi~cen to the issuer when there is no such right, only a 
"best efforts'"' probability. This failure to notify customers of the 
conditional or uncertain nature  of the proxy process can be con- 

'. strued as customer deception. �9 - 

6. Broker discretion in the giving of proxies on contested and 
material matters 

The NYSE's Rule ~i52 provides t h a t  a. member firm Cmust follow 
the voting instructions of the beneficial owners of stock, and may 
not vote shares in the absence of such specific instructions, when 
there is a contest as to the action to be taken at  the company meet- 
ing or when the ac t ion  to be taken includes authorization for a 
merger, consolidation, or other mat ter  tha t  may substantially 
affect the rights or privileges of the stock. However, as indicated 
�9 above, there is no guidance in t h e r u l e  itself or from the Exchange 
in any other form as to how a member firm is to handle a situation 
where it receives proxy voting instructions for more shares than it 
holds in record ownership. Moreover, the Exchange appears 'to ap- 
-prove o f  an allocation "practice tha t ,  under certain circumstances, 
may result in the giving, of proxies in violation of the rule. 

Thus a member firm "apparently enjoys substantial  flexibility 
when it cannot act on all the instructions received, and in particu- 
lar it presumably may select at  its own discretion which voting in- 
structions it will disregard, even if there is a contest or a proposal 
for a merger, consolidation, or change in the rights or privileges of 
the stock. If we suppose, for example, tha t  a firm has received cus- 
tomer instructions for- 10,000 more shares than  it holds as record 
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own.er,.then the  f irm presumably~may, select for,discard all voting 
instruct`ibnw iiti.to a'maximiilii of'!0,000, thai i~ finds,objectidnable. 
fi might' specifically select .for disefird :,.those.i~customelr:instructions 
(up to 10,000).-that oppoge t`he.~managefiiei~t's;i?r0posals, !or,' it might 
specifically-:. w for disc-ar'd' those cust0~eEinstructi0ns (up .to 
i0:000) that a~e, :riot--compatible vcith t h e  pr.eferehces ofa  particular 
favored eustori~er. This di~p~uni'ty: for discretio.nar~.selectj0n of 
,Miich;~ustom6r ;instructions: t.o implement:in such:cgses is-: .clearly 
in~o/npatlb~le: "w~th~the..prlnciple underlying Rule 452, butf ihe Ex- 
change; has n0t':~e~n fit to .ai)p.l'y. this underlying, principle to.:the 
particular circumstance of "0vervpt.ing,~', ~.~ ~ , . . -  :..~ -:., .:.~ . :2 ".- 
�9 : . ;  . . ~ . . ; ,  . . . ' .  

1. E m p i r i c a l i s i g n i f i c a n c e 2 - t h e . N Y S E ' s  i n f o r m a t i o n  . '  

-"This :foregoing. analysis of the possib!e'~"abriagement Of proxy 
viJting i~ights is not a mere Hypothetical exercise. Althbugh it char- 
acteHzed such situatihns !)~S rare, the New York Stock Exchange ac~ 
knowledgedin its letter of April 24, 1991,:thag instances where cus- 
tomers' prol~eriY submitted proxjr ~roting instructio.ns could not be 
acted upon because of;insufficient shares in the firm's record o~:n- 
erw have actuallj/occurred. 24 �9 �9 . . 

In i tS  subsequentletter of June 4;' 119,9!,~ the. suiJcommittee.then 
reituested fdrthe~ information from tti'e: Exchangdabbut  specifiC 
cases where this has occUri, ed, in order to illustrate'the situations 
acknowledged generalljr in the Exchange~s previous letter. The E~/- 
change has  not provided this information but 'has not rejected the 
factual premiw the subcommittee's request."~ Ex- 
Change merely responded by letter on.June .1.4 that. this informa- 
tion .is riot in the i r  possession and is / lot  iiiformation that t he  Ex- 
change would obtain in the normal course of b u s i n e s s . .  . 

This response casts doubt on the reliability "of the Exchange's 
characterization of these occurrences a s  rare, because. the Ex- 
change .is essentially stating that .they, do not.have firsthand knowl- 
edge re gardiiig the frequency' of these occurrences. " 

2. A p l a u s i b l e  sceni~rio .... : ': : 

In fact., it is qui te  plausible, that, contrary to the Exchange's 
characterization, Such proxy voting failures may occur with some 
regularity. The most plauslble scenario would involve the equities 
of smaller companies that are not widely held but in which there is 
a subst~intial short interest on the record date-for proxy v0tiiigl �9 , 

If a particular stock is not widely held in the' investment commu- 
nity.generally, then a small brokerage firm could easily have just 
One or a very few custemers qcho hold this stock in their accounts. 
If just one customer with a large and active account owns a major 
i50sition in 'this particular Stock on margin, if the firm has. lent out 
too.st 0r all of the customer margin stockof this �9 issue pri0r'-to the 
proxy record date, and if the firm's other customers hold ~/ery little 
or none of this sto6k, then these circumstances make the situation 

e* The Exchange's letter of April 24. 1991, states ".... the situation where a customer loses 
his or her proxy vote seldom occurs .... In the rare instance that such a situation occurs dis- 
cussions with member organizations in,care .... " (p: 3!. '. 
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very vulnerable.to' a proxy voting .faildre. If this  one :active custom: 
er should 'decide to re turn  proxy Voting instructions," the firm will 
clearly-.be ~unableto-hono~ these instructions: . : " ' : :: 

T h e  Exchange and t h e  SECtw have both asserted that, On av- 
erage, br0kerage cugtomerg~ re.turn .only a small portion of the 
proxy voting' instructi0ns provided-t6 them fo r -company  annual  
meetings, ar/d the .committee: has no ]5asis for questioning th is  gen- 
e ra l  characterization.. The scenario of pr0Xyfailure suggested above 
is:entirely compatible with ' this  general statement,,  however, for i t  
only. requires one 'active marg in  customer withone, 'small  firm who 
decidesto re turn proxy voting instructi6ns. ' : '  ' 

The Exchange. has also. asse~ed that  a firm that  has lent out 
margin shares 6f  an i s sue  can'redall  the securities loans if needed 
to secure voting,rights to  hori0r-customers' instructions. 25 Addi- 
,tional votes can only be secured in this manner  if the loans are re- 
called before ghe" proxy record date, which is before the firm knows 
how many  customers .4r re turn voting. ~nstructions. Moreover, 
there  is absolutely no .incentive fo r  firms to recall loans for this 
reason, there .is no penal ty  whatever  for not having sufficient 
s h a r e s  to "honor customer voting instructions, and recalling the 
Shares is costly. The loans are a source of income that  would be cut 
off if they  are recalled, and recalling stock loans may also generate 
ill will with the borrowing brokers, thereby impairing the f irm's 
opportunity to derive stock loan income in the fu t u r e .  Thus, 
member  firms have no incentive to recall loans purely to provide 
proxy votes for margin customers .  

For these reasons, the scenario of scat tered but  regularly occur- 
ring incidents of proxy voting failure is entirely plausible, notwith- 
standing t h e  low average general frequency of customer voting and 
notwithstanding t h e  theoretical opportunity ' for  firths to recall se- 
curities loans before the proxy record date. 

3. The absence of complaints 
In its February 19 letter the Exchange cited the absence of cus- 

tomer, issuer, or member organization complaints as a reason for 
concluding that  there have not actually been a n y  instances where 
beneficial owners could not exercise their  voting rights. 26 The Ex- 
change's later acknowledgment of occasional instances of voting 
denial, notwithstanding the absence of complaints, demonstrates 
tha t  the absence of complaints per se does not prove that  there are 
no problems, but it may still be construed by the Exchange as an 
indication that  whatever denials of voting rights have occurred are 
not of importance to investors or issuers. " 

Any such conclusion from the absence of  Complaints would not 
be justified. On the contrary, the absence of  shareholder or issuer 
complaints that  was cited by  the Exchange might well  not have 
any significance whatever. Brokerage customers do not have ariy 
way to learn that  their voting instructions have" not been executed 
according to their  wishes, and so they have' no basis upon which ~to 
make a complaint. Sim!larly, issuers also have no way of knowing 

~s NYSE letter of April 24, 1991, p. 2. 
2e , , . ' . .  in reality t~his has not occurred, judging from an absence of customer, issuer or 

member  organization complaints." (NYSE letter of February 19, 1991, p. 3.) 
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of any such curtailment of proxy voting rights. If voting instruc- 
tions are disregarded, only the brokerage firm or the proxy solicita- 
tion agent retained by the brokerage firm will know in the first in= 
stance what has happened. 

As for member organization complaints, there is no motivation 
for a member orga.nization to make a complaint about such a situa- 
tion. Hence the absence of member complaints also has no signifi- 
cance. 

4. Adequacy of the Exchange's compliance monitoring 
The Exchange's admitted lack of firsthand knowledge about the 

frequency of actual cases where customers' properly submitted 
proxy voting instructions could not be acted upon because of insuf- 
ficient shares in the firm's record ownership also raises a question 
about whether the Exchange is adequately monitoring member 
firms' compliance wi th  Rule 452. This rule requires that member 
firms must have, and mtist maintain for 3 years, records showing 
all voting instructions received from customers and "a summary of 
all proxies voted by the member organization clearly setting forth 
total shares voted for or against or not voted for each proposal." 
Member f i rmsthus  must keep for 3 years records showing any dis- 
crepancies between the voting instructions received from customers 
and the proxies actually voted, and Exchange review of these 
records would have to occur if the Exchange is to monitor the firms 
for compliance with Rule 452. If the Exchange does not learn in 
the normal course of business about the instances where customer 
instructions could not be acted on, then this strongly suggests that 
the Exchange's examiners are not effectively monitoring the firms 
for compliance withRule 452. 

D. PROXY VOTING BY SHORT SELLERS 

1. Proxy voting in "excess of investors' net beneficial ownership 
Under the present New York Stock Exchange proxy rules and 

distribution practices, proxy instructions will be solicited from in- 
vestors who have no net beneficial owne~hip in the comPany in- 
volved if the investors have long equity positions offset by equal or 
greater short positions. Moreover, proxy instructions received from 
such investors will be acted upon by the broker as the holder of 
record to the extent of the broker's record ownership on the proxy 
record date. The NYSE rules take no note of offsetting short posi- 
tions in customers' accounts in determining the eligibility of cus- 
tomers to receive proxy materials and to have their instructions 
acted upon. 

It is common practice under appropriate circumstances for inves- 
tors to hold offsetting long and short investment .positions in a par- 
ticular equity security. Long investors with an unrealized gain m a 
position may short "against the box" to lock in their profit while 
postponing realization of the profit for tax purposes. Short inves- 
tors with an unrealized gain (due to aprice decline) may "b0x"'the 
short position by purchasing an equivalent 10ng position, thereby 
locking in their profit and securing release of their margin, while 
postponing realization of the gain for tax purposes.-Investors 
having such .offsetting positions, and thu.s having no net  invest- 
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ment  position in the company's securities, are still treated under 
the NYSE's proxy rUles as beneficial Owners, as if there were no 
offsetting short positions in their accounts. 

This opportunity under the NYSE proxy rules to control proxy 
votes without a net investment position may contribute to a reduc- 
tion or denial of proxy voting to other beneficial owners. If the cus- 
tomers of a firm collectively re turn proxy instructions for more 
shares than the firm owns of record, such tha t  the firm cannot act 
on all the proxy instructions received, then  any partial fulfillment 
of the proxy instructions of investors having no net investment po- 
sition will reduce, share for share, the ability of the firm to act on 
the instructions of other beneficial owners. 

2. Proxy manipulation through short sales 
This opportunity under the NYSE rules for an investor to control 

proxy, votes without a net  inves tment  posil/ion also creates an op- 
portunity for serious manipUlation of the proxy process through 
proxy capture short selling. An investor Wishing to gain control of 
a certain block of proxy votes would simultaneously purchase and 
sell short a suitable number of shares just before the proxy record 
date. The purchase would entitle this investor to receive proxy ma- 
terial and give voting instructions, while the offsetting short posi- 
tion would eliminate all financial risk froth the t ransact ion.  

If the offsetting positions are purchased simultaneously, then 
there would be no net bu:r or selling pressure registered in the 
market,  and the market  price of the security would not be affected. 
If, in addition, the offsetting positions are purchased thi'ough the 
same broker or dealer, then presumably a smal lcommission could 
be negotiated for the combined transactions. Moreover, Unwinding 
the positions after the proxy record date had passed would only re- 
quire the broker or dea le r  to offset the two positions on his books 
and records without fur ther  trading. Finally, the margin require- 
ments  for the trades would be minimized by having both positions 
in the same account. 

If the firm through which the purchase trade is 'made already 
has record ownership of at  least as many shares of the same stock 
for other customers, then the voting apathy of these other custom- 
ers may enable the firm to give full effect to the voting instructions 
of the manipulator without obtaining record ownership of any 
more. shares. .Similarly,  the firm handling the short sale (which 
may be the same firm) will generally not need to borrow shares for 
delivery, even assuming the firm has complied on the trade date 
with ' the requirement to ascertain the availability of shares for bor- 
rowing. 

As a result of these factors, the transaction costs associated with 
a proxy manipulation of this nature 'may be quite low. 

E. RECOMMENDATIONS 

.~ Section 14(b)(1) of the Securities Exchange Act of 1934 sets out 
�9 the SEC's:releyant authori ty  as follows: 

: �9 It shall, be unlawful  for any member o f  a national securi- 
ties exchange, or any broker or  dealer-registered: under 
this  title, or any bank, association, or other enti ty that.ex- 



�9 .-.33 

~ercises fiduciary_powers, in contravention of such ' ru les  ,,  
and regulations as the Commission;may prescribe as neces-,.. 
sary or appropriate in the public interest or for the protec- 
tion of investors: to give, oi- to refrain from giving a' p roxy,  

�9 .~�9 .consent, authorization~ or information s t a t ement  in respect 
-~of.any �9 registered pursuant  to section 12 of this 

. . . . .  title, .or any .security issued by an investment company .. 
--registered u n d e r t h e  Investment  Company Act of 1940, and 

carried' for the. account of a customer. .. 

The SEC has not issued any regulations concerning the giving of 
�9 proxies under this section of the  1934 Act. Moreover, according to 
'th~:�9 York-Stock Exchange, the SEC does not have a specific 
policy . . . . . . . .  " regarding shareholders voting rights, Z 7 

�9 -'The S]~C should therefore promptly 'establish a policy concerning 
' t h e  proxy voting rights of the customers of securities, brokers and 
d e a l e r s w h e n  short Selling has expanded the beneficial ownership 
"6f indiv~dudl st'bcks, and shou ld" then  htiliT.e its broad authori ty 

(und~rSectioia 14(b)(l') of, the Sec~arities Exchange Act of 1934 to im- 
' p l ement  this policy. ' . . . . .  �9 " " 

, The Committee..recommends furtiaer tha t  the following hpecific 
e l emen t s ,  should be included,in, any such SEC rule :  �9 .. 

:'1." Require:full  disclos-ure to beneficial .owners " 

': Filil dh~[,.accura-te, disclb~ure:'sia-0uld be provided by brokers and 
�9 dehiei~s to their  customers both"about any potential limits to their 
proxy voting rights land about�9 actual  curtailments of the1 �9 
.voting rights. " , ,, ",. . . . . . .  " . . ' 

. i Brokers  and dealers should be required to provide to all 
customei'~ ~r eqtlity securities 'are carried ir/-accounts with 
the'firinw full advance d i s c l o s u r e o f  all potential limitations on 
the cus tomers 'ab i l i ty  to exercise a.proxy vote effectively, as a 

" ~esult'"of leaving their sh~iYes on deposi t .with the broker or 
d e a l e r .  This. notice should be given at s`uch .time as each cus- 

tomer .opens a. margin,  account or any account other than a 
:cashaccount  for the carrying o f  equities long. 
. ii. Customers should also be specifically informed, after  the 

�9 " fact,, when.ever any portion of their properly submitted proxy 
voting instructions cannot be acted Upon and passed 'through 
to the. Company because the broker-.or dealer does not have 
r e c o r d ' o w n e r s h i p o f  sufficient shai:es to  ac t  on a l l  customer 
proxy, instructions . . . . .  

2. L i m i t  p roxyr ights  to N E T  beneficial ownership 

Each broker  or dealer should be prohibited from soliciting proxy 
voting instructions from or giving proxies at  the direction of benefi- 
cial owners for more shares  than the net a m o u n t o w n e d  beneficial- 
ly by each beneficial owner, as shown on the  books and records of 
the broker or dealer, after  ~ subtracting the short security positions 
of each beneficial owner. Customers having n o  net beneficial own- 
ership in, an::equity security on the�9 and records of the broker 
or dealer, in I that  their shol: t  positions in, that  securi ty equal or 

2~ N Y S E  l e t t e r  o f  A p r i l  "24, 1991, p. 3. ... : .~ ", 
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exceed:their  long positions, should not be entitled to receive proxy 
materials  or give proxy instructions. 

3. Assure"full proxy rights forcash account.securities 
The proxy voting rights associated "with equity .securities in cus- 

tomers '  cash accounts should, be ful ly  protected, when. no tof f se t  by 
short positions in .the same securities with the same broker or 
dealer, so tha t  these rights are identical regardless of whether  the 
beneficial owners take direct record ownership Of their  shares or 
leave their shares on deposit with a broker or dealer. In order to 
implement this principle: 

i. Record ownership: B r o k e r s a n d  dealers should be required 
at all times to promptly secure and to maintain record Owner- 
ship of the number  of.shares"of each.eq~Uit'y'security .that their 
customers own beneficially in cash accounts. The only excep- 
tion to this requirement  should be for shares Concerning which 
the beneficial owne r  has executed a wri t ten agreement  permit- 
t ing the lending of the shares and conforming to the require- 
ments of Section (b)(3) of Rule 15c3-3. No exception should be 
provided for shares receivable from a clearing organization. 

ii. Priority in proxy voting: The proxy instructions of the ben- 
eficial owners o f  securities held in cash' accounts shou ld  
always, without exception, receive first priority in the giving of 
proxies by a broker or. dealer and should be acted upon in full, 
to t h e e x t e n t  of each customer's net beneficial-ownership,  
before the broker or dealer acts on the instructions associated 
with any other shares. In addition, a broker  or dealer should 
always act in full on the instructions of a cash account benefi- 
cial owner even if those instructions are received late, such 
that  the broker or dealer is required to execute 'hew proxies in 
place of previously executed proxies. 

iii. Protection for cash account status: Brokers a n d  dealers 
should be prohibited from transferring customer security posi- 
tions from customer cash accounts into any other' status in 
order to evade the r equ i r emen t s - se t -up  for protecting the 
proxy voting rights associated with cash account, shares. In ad- 
dition, b roke r s  and dealers should' be requ i red  to execute 
within a specified brief  time, such as 10 business days, all le- 
gitimate customer requests for the transfer  of excess margin 
shares to a cash account. In addition, brokers and dealers 
shotfld be required to place in a cash account all shares depos- 
ited by a customer or received for the account of a customer, 
unless these shares have already been sold or have been specif- 
ically designated by the customer for deposit to another type of 
account. 

~. Set Uniform Procedure for Allocating Remaining Votes 
Brokers and dealers sho/lld b e  r'equired to  allocate according to a 

uniform procedure, ~established by SEC regulation, all proxy votes 
that  remain after giving full effect t o t h e  proxy voting instructions 
of the beneficial owners of cash account shares not offset by short 
positions. "This principle must be observed so that  the broker or 
dealer does not exercise discretion over which instructions to 
submit  and which to disregard. Under  this uniform procedure, all 
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shares carried for the account of customers by a broker or dealer 
that  are not held in a cash account should receive proxy voting 
rights in the same proportion to each customer's net beneficial 
ownership of shares with this broker or dealer, up to the limit of 
the votes available. This procedure would not distinguish between 
excess margin shares and margin shares for purposes of determin- 
ing proxy voting rights. 

5. Require reporting of proxy failures 
Brokers and dealers should be required to report to the SEC, as 

they occur, all instances where they are unable to act fully on one 
or more customers'  properly re turned proxy voting instructions. 
This reporting should include separate information on the instruc- 
tions received and the actions taken regarding (a) securities benefi- 
cially owned by customers in cash accounts and (b) all other securi- 
ties beneficially owned by customers. 

6. Provide for recordkeeping and other"procedures to verify compli- 
ance 

Brokers and dealers should be required to keep records of the 
proxy voting instructions received from customers and of the prox- 
ies voted by the firm in order to permit  verification of their compli- 
ance with the proxy requirements. 
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A P P E N D I X  L- . 

STOcKs WITH HIGH SHORT INTEREST, 1986-90 
ALphabeticoL List ing 

m a x l u  naXl~Um 
�9 Shores Short Ratio 

C ~  Ctty State " Market Short -to TSO Cote 

1ST AMERICAN GANCORP INC. 
A S K CONP. 
A S T RESEARCH 
A W BRANDS INC 
A.L. LABS CL.A 
ACCLAIM ENTERTAINMENT 
ADD LNGTON RESOURCES 
AD~E SYSTEMS I N C  
NDVARC~=D MICRO DEVICES 
ADVANCED STSTERS INC. 
ADVANTA CORP. 
AFFILIATED BAND CORP 
AIR W I S  SERVICES 
ALASKA BUTUAL GANCERP. 
ALCA~ ALUNINIUM LTD. 
ALCO HEALTH SERVICES CORP; 
ALDUS CONP 
ALLEGHENY BEVERAGE 
ALLEGHENY INTERNATIONAL 
ALLLARCE PHARMACEUTICAL CORP. 
ALU~ASTE INC 
ALTUS BANK FED . 
ANBURA CORp. 
ARSRECO ENVIRONMENTAL 
ARERICA NEST AIR 
ARERICEN CITY BUSINESS JOURNALS 
AMERICAN FRUCTOSE, CL. A+ 
AMERICAN SAVINGS BANK (RY) 
ANERIFIRST BAN[ FS8 
AMES DEPT STORES 
ARCEN 
ANOSCEAG BANK SHARES 
AHPLICON, INC. 
ANRE INC. 
N4VESTCES FLNANCIAL 
ARACG~P, INC'. 
ANTHONY INDUSTRIES 
APACHE CO~P. 
ARUANAUT I CS CORP. 
ARCHER COIg(UN I CAT I O N S  
ARIZONA INSTRUMENT 
ARMTEK CORP. 
ARROW ELECTRONICS 
ARTBA GROUP INC. 
ARX INC. . - "  
ASARCO INC. 
ASHTON'TATE �9 
ASSIX INTERNATIONAL INC. 
ASSOCIATED NATURAL GAS 
AT & E CORP. 
ATI MEDICAL . �9 
ATLANTIC FINANCIAL FEDERAL 
AUTODESK, INC* 
AUTOMATED LANGUAGE PROCESSING 
AVERY INTERNATIONAL CORp. 
AVERY, IRC. 
AVX CORP. 
8 L 0 C DEVELOPMERT CORP. 
GAggAGES INC. 
BAKER INTERNATIONAL CORP. 
BALFOUR, NACLAINE 
BALLY MFG. CORP. 
GALT INt~RE BANCORP 
BASK OF BOSTON 
BANK OF REY ENGLAND CORP. 
BAHIG~ORCESTER CORP. 
GAMMER INDUSTRIES, CL. A 
BARNETT BANKS INC. 
BARRI S INDUSTRIES 
CARTON INDUSTRIES INC 
GAYGANKS, IMC.  
CEIJqAC C~P. 
BERES IND INC 
BEST BUY CO. 

BOStOn �9 MA 
WOCO TX 
I rvlne CA 
Wh{te PLains NY 
Fort Lee " NJ 
Oyster Bay NY 
Ashland KY 
Mountain View CA 
S u n ~ L e  CA 
Art indian Heights ZL 
Horsheu PA 
Holyoke MA 
Appleton N I  
Anchorage AK 
N~treaL, Quebec Canada 
Vat tey Forge PA 
Seattle VA 
Cheverty I0 
Pittsl:urg PA 
San Diego - CA 
HOOStOfl TX 
Mobi t �9 AL 
Denver CO 
K1ngsvi t Le NO : 
Tempe AR 
CharLotte RC 
Stamford CT 
Whtte PLoins NY 
Miami FL 
Rocky HILL CT 
Thcxlsond Oaks CA 
Manchester NH 
Santo Aria CA 
I rving TX 
Topeka KS 
Indi aneboL |s IN 
LOS Angeles CA " 
Denver CO 
ALameda CA 
Ca L gel-f, ALberto Canada 
Tempe AZ 
Maw Haven CT 

�9 MeLv|tle MY 
NorthfieLd IL " 
PLa|rtvfew MY 
N e ~  Y o C k  NY 
Torrance CA 
Tampa FL 
Denver CO 
San Francisco CA 
La$ Vegas NV ' 
Bale ~ t. PA 
Shusat l to  - CA 
Salt Lake C|ty . UT 
Pasadena CA 

- New York NY 
Nel l  York MY 
Coral Gables FL 
De L t as TX 
West Orange CA 
He~ York MY 
Chicago IL 
Baltimore I0 
BOStOn Ma 
B~ston Ma 
Worcester HA 
CteveLamd O~ 
Jacksonvi t Le FL 
LOs Angeles CA 
Shaunee iX 
Boston 
T. ,~  ~ 
L o k ~ l ~ t  NJ  
B locmington PIN 

MaSOAQ 
GASOAQ 
NANDAN 
NASDAQ 
NYSE 
NASOAQ 
NARDAQ 
NASDAQ 
NYSE 
NYSIE 
NANDAR 
NASOAQ 
NACEAQ 
BANDAO 
NYSE 
NAS~AQ 
MASDAQ 
NAS~IAQ 
NYSE 
NASDAR 
NASDAR 
NASDAQ 
NYSE 
NASDAO 
NACEAO 
NASDAR 
ACE 
NYSE 
NASDAQ 
NYSE 
NASOAQ 
GACEAR 
NASDAD 
NYSE 
NASDAQ 
NYSE 
NYSE 
NYSE 
NACEAO 
MASDAQ 
RACEAB . 
RYSE 
RYCE 
NYSE 
NYCE 

�9 NYSE 
NASOAQ 

' " ' BACEAQ 
NYCE 
ACE 
ACE 
GASDAQ 
MacEAQ 
GANDAQ 

- RYCE 
-, GACEAR 

NYSE 
NASOAQ 
NACEAQ 
NYCE 
ACE 
NYCE 
NYSE 
NYSE 
NYCE 
NASDAQ 
NYCE 
NYSE 
MacEAQ 
NACEAQ 
NANDAR 
ACE 
GANDAO 
NYSE 

674,179 .066 Jan, 90 
610,382 .073 Jan, 89 

1,941,562 .168 Nay, 90 
589,558 .065 Sep, 90 
305, lO& .064 JUno 90 

1,026,751 .055 Oct, 90 
1,412,636 .121 Aug, 89 
4t 2 6 4 , ~  .204 Dec, 90 
5,138,167 .066 Jut, 87 

679,523 .120 Dec, 87 
1,168,809 .126 Mar, 90 

373,203 .101 Dec, 89 
420,696 .C52 Jut, 89 
210,010 .066 Oct, 87 

16,256,029 .CT~. Aug, 90 
1,035,835 .082 "duI,  88 

839,895 .068 Nov, 90 
568,268 .069 Jan, 87 

%341,196 .124 Dec, 86 
234,592 .234 Aug, 89 

2,309,039 ;077 Nov, 88 
356,975 .073 Jan, 90 
925,573 .141 Mar, 90 

43,655,60C .246 May~ 87 
1,910,362 .123 AUG, 89 

551,355 .136 Mar, B8 
1,035,C00 .103 Nov, 87 
1,010,850 .169 Maro 90 
1,632,51S . .147 Nov, 89 
2,493,752 .066 Mar, 90 
1,480,024 .086 Aug, 90 

944,395 .086 Feb, 90 
393,985 .061 Apr, 87 

1,648,300 .117 Feb~ 90 
762,190 .067 JuL, 88 

2,710,q30 .C76 Dec, 87 
368,8/,9 .C56 Cec, 88 

2,354,130 .059 Dec, 89 
552,223- .069 Mar, 87 
739,587 .072 Oct, 90 
272,675 .118 AUG, 89 
856,900 .088 Jut, 88 
800,242 .070 Mar, 88 
704,737 .221 Feb, 90 
462,339 .077 Mar, 87 

3,274,CC1 .078 Jun, 87 
%32C,C57 .053, . Feb, 87 

291,000 .C73 " Apt, 90 
636,555 .130 .. Oct, 88 

2,136,610 .185 Jun, 90 
457,496 .086 May, 88 
249,192 .059 Sap, 89 

1,449,937 .061 Nov, 90 
362,689 .C55 . Sap, 88 

2,401,885 .054 Sep, 90 
610,473 .050 OCt, 87 

1,269,347 .097 Jan, 90 
1,137,932 .050 AUG, 90 

389,552 .074 Feb, 90 
4,526,718 .065 Mar, 87 

299,C75 .G56 Jun, 86 
8,309,831 .258 Nov, 90 
1,242,609 .098 Jan, 90 
9,186,844 .131 Sep, 90 
7,812,551 .114 Feb, 90 
1,017,163 .139 Oct, 
1, C74,925 .241 AUG, 90 
3,659,397 .C59 Mar, 90 

746,866 .069 Jut, 89 
403,891 .056 Jan, 90 

3, B~0,038 .245 Gap, 90 
265,122 ,073 Oct, 88 
792,735 .C70 May, 87 

1,116,62c .136 Oct, 87 

(37) 
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A tl0habet ice t Listing 
M a x i u  N a x t u  

Shares Short Ratio 
Coaiparly City State MArket - Short to TSO Date 

BID KEDICUS INC. 
BID RESPONSE, INC. 
BIO-TECHBOLOGY GENERAL CORP. 
BICOHAFT LABS 
BIORET lflC 
B;OTECHNOLCOY BEVELC~ENT CORP. 
BIRMINGHAM STEEL CO. 
SLACK & DECKER CORP. 
BLOCKBUSTER ENTERTAINMENT 
BOARDROOM BUSINESS PRODUCTS 
SOLAR pHARMACEUTicAL 
BOSTON FIVE SANCORP 
BOSTON TECHNOLOGY INS 
BRAND COMPANIES, THE 
BRlOO$ & STHATTON CORP. 
BCH CONP. 
BUFFETS. INC. 
BURNHAM SERVICE CORP. 
BURHUP AND SIMS iHC. 
BURRITT INTERFINANCLAL BANCORP 
BUSI NESSLAND, INC. 
C CON ELECTRONICS 
C J I INDUSTRIES, CL. A " 
C U C INTL INC. 
CABLEVISION SYSTEMS CORP. 
CABOT MEDICAL CORP. 
CABNETLR CORP 
CALFED INC. 
CALIFORNIA ENERGY CO. 
CALUMET II~USTR I ES 
CAMBRIDGE BIOTECH CORP. 
CANDELA LASER CORP. 
CAPITAL CITIES / ABC 
CAPITOL BANCORP~AT ION 
CARDINAL DISYRIBUT ION 
CARE PLUS, INC. 
CAREERCO44 CCHP. 
CARIBBEAN SELECT INC. 
CARMIICE CINEMAS, CL, A 
CARRINGTOR LABS INC. 
CARTER HANLEY HALE 
CARTEREY BANCORP 
CASEY~S GENERAL STORES 
CASUAL MALE, THE 
CATALINA LiGHTiNG 
CATALYBT ENERGY CORP. 
CATALYST ENERGY OEVELOPMERT CORp. 
CELLULAR C~NLCATIONS INC. 

-CELLULAR INC. 
CHNTERDANK 
CENTEX TELEHAHAGEMCHT 
CENTRAL BANKLNG SYSTEM 
CENTRAL FIDELITY BARKS 
CENTRAL SPRINKLER CORP. 
CERNER CORP. 
CHAMPION PARTS INC. 
CHARTER FED SAVINGS BANK 
CHARTER ONE FINANCIAL, IRC. 
CHASE N~DICAL GROUP 
CHEMFIX TECHNOLOGIES 
CHEMICAL BANKING CORP. 
CHEMICAL WASTE NGT 
CHEYENNE SOFTWARE, INC. 
CHILD UORLD INC. 
CHILI ~S INC. 
CHLTTENDEB CORP. 
CHOCK FULL OmMUTS 
CHBOHAR CORP. 
CINEPLER ODEON 
CIRCLE K 
CIRCUIT CITY STORES 
CIRRUS LOGIC INC. 
CISCO SYSTENS INC. 
CITIZENS FIRST BANBORP (NJ) 

Eden Prair ie NM NASDAQ 474,0/)1 .078 Aug, 89 
Hayward CA HAODAB 855,499 .095 Dec, 87 
N~ York MY BAODAO 570,609 .~ Mare r 88 
Elmwo(xl Park NJ NYSE 1,500,~ .107 Nov, 88 
Warsaw IN HAODAQ 1,432,368 .OS2 Jul, 99 
He,dr On MA NAODAQ 282,396 .096 OCt, 87 
Bfrminghm AL NYSE 612,212 .060 May, 88 
TOWSOh MD NYSE 6,190,11B .100 Dec, 90 
Ft. LauderyJate FL NYSE 6,201,404 .241 Oac, 90 
LO~ Beach CA NAODAQ 492,638 .066 Sap, 88 
Copingue NY ABE 3,011,982 .145 Dec, 89 
Boston MA HAODAB 53%477 ,076 Aug. 90 
cambridge HA HASOAB 1,1~]2,183 .OS2 Aug, 90 
Park Ridge IL MAODAD 242,344 .052 Aug, 88 
Uauuat osa UL NYSE 1,127,334 .078 Jan, 90 
DaLLas . TR AS[ 420,400 .092 Aug, 87 
Eden Prair ie PIN NABOAB 718,246 .085 NOV, 89 
C o t ~  OA NAS[AB 250,438 .056 Nov, 87 
Ft. Leuderdete FL NASOAR 1,195,568 .095 . OCt, 89 
New Br i ta in ST NAODAB 3,;2,409 .102 OCt, 90 
San Jose CA N Y S [  1,527,732 .062 Jan, 87 
State ColLege PA HAODAQ 116,313 .057 Jan, 87 
New York NY NAODAB 202,504 .168 Jan, 88 
Ste~ford CT NYBE 3,119,390 .157 Jcm, 89 
WO(X:~Ur'y HY ASE 1,58%766 .179 Dec, 90 
West Longhorn. RA HAODAB 374,866 .055 Aug. 90 
BouLder . CO HASOAQ 1,367,884 .101 Jut, 88 
Los AngeLes CA NYSE 3,781,292 .148 Aug, 90 
San Frarr162 CA ABE 1,505,160 .071 Sap, 90 
Chicago IL NAODAD 186,540 .060 Jan, 90 
Worcester MA HAS:DAD 1,072,350 .104 Jut, 89 
I/ayt and RA HAODAQ 208,940 .069 Oct, 88 
t4e~t York NY NYSE 1,266,457 .078 JuL, 88 
LanSing Hi HAODAB 432,432 .134 May, 89 
South DubLin OH NAODAR 663,020 .118 Hay, 89 
Ft. Lauderdete FL NASDAB 1,557,627 .104 Jan, 87 
Le Moyne PA NYSE 1,500,227 .134 Jan, 89 
Highland City FL NAODAR 614,928 .078 Jan, 90 
CoL Lmdxss GA NAODAB 370,379 .101 DeC, 89 
DaLLas TR HAODAO 827,390 .136 Jut, 90 
Los AngeLes CA NYSE 1,288,233 .057 Dec, 88 
Norristolm NJ NYSE 674,976 .052 Jui, 88 
Ankeny IA NAODAD I,~,B41 .110 JuL, 89 
Shrewsbury HA NAODAQ 290,683" .053 Apr, 89 
Miami FL ASE 465,521 .122 OCt, 89 
New York NY HYSE 1,288,4BO .077 Jl.ln, 88 
NeW York HY HAODAB 92%364 .055 Feb, 87 
Ne~ York NY NASDAQ 1,747,248 .053 May, 88 
Eng L e ' ~  CO NAODAQ 452,/*69 .101 Jun, 90 
Waterhury CT HAODAQ 1,023,308 .08/4 Apr, 90 
San Fra~isr CA HAODAQ 1,505,888 .159 May, 90 
WaLr~t Creek CA HAS[AB 389,640 .091 Sap, 09 
Richmond VA HAODAQ 915,803 .059 Oct, 90 
Lansdate PA NAODAO 210,548 .070 Jut, 88 
Kare;as City NO BAOBAB 303,091 .090 Jan, 87 
Oak Brook IL HAODAB 248,276 .077 Oct, 87 
Br isto l  VA NAODAQ 349,261 .095 May, 89 
CLeveLand OH HAODAR 407,571 �9 .070 Apr, 88 
Htateah FL ABE 340,834 .131 Jan, 89 
Retair le LA HAODAB 442,331 .886 Jan, 90 
New York BY NYSE I~,257,~I .266 Mar, 90 
Oak Brook IL NYSE 8 , 5 5 0 , ~  .085 SAp, 90 
Roslyn BY ABE 1,877,844 .194 Seb, 90 
A~ HA NAODAQ 835,166 .0~ JUn, 90 
Dallas TX NYSE 639,826 .064 May, 90 
BurLington . VT NASDAQ 253,8,~7 .OSS Sep, 90 
Nell York MY N Y S E  1,426,668 .182 Aug, 89 
La~irencev| t te NJ MAODAO 1,03~, T~4 .OS~ AUg, 88 
Toronto, Ontario Canada MYSE 6,4~,4~ .27& Nov, 89 
PhOenix AZ NYSE $,810,088 .115 Sep, 89 
Richmond VA NYSE 1.162,611 .051 Feb, 90 
N|tp|tas CA HAODAQ 1,211,2~2 .OS2 0er 90 
Rento Park CA NAODA~ 761,468 .062 �9 OCt, 90 
GLen Rock NJ ABE 1,621,000 .076 Ray, 90 
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Alphabet 1cat L ts t  Ing 
H e x l u  H e x l u  
Shares Short Hetlo 

Cow)a~y - - Ci ty  State Herket Short to TSO Date + 

CITYFED FINANCIAL ODRP. 
CLAYT nu HONES iNC. 
CLEAN HARBONS INC. 
COACEM[N IHDUSTRIES 
COAST RAV|HGS FINANCIAL ' 
Ca)A CNERGY XMC . . . . .  
COI.ECO iNDUSTHIES 
COLONIAL ~HIGN IHCOi4E 
CO'ON SYSTENS TECHNOLOGY 
COLORCCS C~GP. , 
CQLUNDIA FIRST WUIK, FS8 
~ R C | A J .  CREDIT GROUP 
COMMERCIAL IHTERTECH 
CCN4ONU~ALYH SAVINGS & LOAN "(FL) 
~ L T H  SAVIHGS (EOUSTOG) 
CCIq~JNITY NATL BANC~RP 
CONMUN[TY PSYCHIATHIC CENTERS 

CE~PSESSIOH LAB INC. 
CDHPUTERVISIOH CORP. 
CCMVCRCE TECHHOLOGy IMC. 
CONCEPT SEVELOPMEHT CORP. 
CONNAUGHT BIOSCZEMCC 
CONNER PERIPHERALS 
COMSEOG INC. 
CONS~. ; OATEO FHEI GHTUAYS 
~EtEL~TZOH .H~P 
CONTINENTAL AIR HOLDINGS 
COHTIHEMTAL INFOHHATIOH SYSTNS + 
COIITIHENTAL I/~DICAL SYSTEMS INC. 
CONTIfA/UII CO., IHC. ".' 
COOPEE COMPANIES . 
COONEH DEVCLONMEHT CO. 
COPYTELE IMC. 
CORESTATES FIHAMCIAL CORP. 
CORPORATE DATA SCIENCES, INC. 
CORRECTIONS CORP. OF AMERICA 
CONT(O NDOLERALE CO. 
CCUNFRYVIDE CREDIT IND. 
CEESTNOHT FEDERAL RAVIHGS 
CROSS~ SAVIHGS FSB 
CUC ZNFERHATioNAL IHC 
CYTOGEM CDRP. 
O S A SYSTEMS INC: 
O S BANCON INC. 
DAISY SYSTCHS CORP. 
DHMSON OIL 
DARTHOUTH SANCCRP INC. 
RATA SNITCH CORp. 
DATA-DESIGN LABS 
DATANAG INC* 
CATASCOPE CORP. 
SAXON CORp. 
DE SOTD INC. 
DEL UECE COHP. 
DELL CCflPUTHH CORP. 
DESIGNS, INC. 
DEVON ENERGY 
DIAONONTEK IHC* 
DIGITAL MICEDRAVE~ 
DIGITAL OPTNDNI CE'CORP. 
OIGITECE IHC 
DIHE SAVINGS BANK 
DISEASE DETECTION 
DOLLAR GENERAL CORP. 
DOGSLE HELIX FXLHS ]HC 
DRECO CNEMGY SEHVICES LTO. 
DHEXLER TECHNOLOGY CORP. 
DREYERS GRAND ICE 
DRUG EHPORLUN INC. 
DURASED PHARMACEUTICAL IHC. 
DU~H-FILLALI~R NEDICAL, IHC. 
OUTY FREC INTL INC. 
OYCOH INDUSTRIES : 

Hecblnster 
�9 KnoxvlLLO 

O u l n c y  
ELkhart 
Los Angeles 
Dot tec 
West Hartford 
Bo~toh 
Herlna OeL Ray 
Horcrc~;s 
ArLington 
Hat t Imore 
youugstmm 
Ft. Lauderda Le;. 
Ho~ton 
Staten ISLBnd 
Le~a~a HILLs " 
Houston 
San Jose 
Bedford 
Uood~ry 
OGkho 
Toronto, Ontor|o 
San Jose 
Carmel 
Nento Park 
E L I zabeth 
SotJston 
Syracuse 
Necha~| csburo 
Austin 
Neu York 
Hcul ta ln  View 
Huntington Stat ion 
Ph| tadelphto �9 
Henhot tm~ Beach 
NashviLLe 
Kirkla~d 
Pasadena 
Ed is~  
Hrooktyn 
Stamford .' 

.Princeton 
HeLl~Jrne 
Derby 
HOUnto|n Vler~ 
HeM York 
Hooksett 
Shettcxl 
C u c m ~  
Scottsdate 
N o n t v a l e  
leM York 
Des PLaices 
Phoenix * :  

- Al~t In 
Chestnut HiLt 
Oktkh~m C+ty 
ALbuquerque 
San Jr 

HeryLend He|ghts 
New York 
I r v l n e  .+ 
Heshvl l t e  
Met+ York 
Edmonton, ALberta 
Heuntaln View 
OckLend 
Columbus 
Cincinnat i  
Nontgc~ery 
HiclgefieLd 
West PaLm Beach +' 

Md HASOAQ 1oM2,~'*.1 
TM NYSE 1,653,809 
HA HAS~ 1 , 2 4 2 , ~  
IN " MYSE 596,940 
CA NYSE I , ~ , 7 0 0  
TX - RASOAO 9 2 5 , 6 9 3  
CT NYSE 2,157,D~8 
HA MYSE 1,512,700 
CA ASE 422,001 
CA . . . .  HA~AG ' I ,S68,~1 
VA �9 HASOAO 232,157 
140 MYSE 2,139,919 
ON �9 ,- HASOAO 7~0,576 
FL + IMSOANI 172,450 
TX HA| 1,SE2,899 
HY RASDA~ 297,532 
CA NYSE ~t+ Pl~,, 141 
TX NYSE $,295,93Y 
CA HASOAQ 1,118,337 
HA MYCE 1,499,871 
MY HASDAG 4e~7,590 
ME RASOAG Z9S,T51 
Canada HASDAQ 1,583,888 
CA HYSE 6,9~,8A1 
IN MYCE 628,~)7 
CA MYSE 5,017,197 
NJ MNDDAQ 685,619 
TX ASE " T,851,~2 
MY HYSE 1,420,105 
PA ' HA~AG 996,728 
TX + ASE 454,808 
MY "! HYSE 5,585,30.3 
CA HASOAQ 329,577 
MY HASOAQ 1,476,514 
PA HASDAO 1,9~., 790 
CA HASEAQ T ~ 7 , ~  
TN " HASOAQ 72S, 940 
HA HASDAQ 2,263,565 
CA HYCE 953,659 
NJ �9 HASDAG /*/*9,339 
MY NYSE 1#291,&$2 
CT HYSE 2,58/*,7"50 
NJ HA~AQ 897,999 
FL NASDAO 406,064 
CT HASDAQ 710,7'88 
CA HASOAQ 2,507#4~ 
MY ASE 749+956 
NH HASDAG �9 5 9 7 , 8 8 3  
CT HASOAO 1,407,563 
CA NYSC 34~,# ~ 
AZ HASDAQ 1,066,323 
MJ RASOAQ ~,4~ 
MY ASE 279, $82 
IL MYSE 570,911 
AZ : MYSE 8~&, 900 
TX HASOND 1,186,515 
HA HASDAQ 329,033 
ON ACE 527,350 
ILq NASDAQ 1,030,913 
CA NASOAQ 2,508,451 
MJ HASD~ 132,216 
NO IMSDA~ 768,768 
MY N Y C E  2,400,360 
CA . . H A S E ~ O  9,00,?.,422 
TN HASOAQ 1,245,681 
MY SASDAQ 783,159 
Canada KASDAD 323,713 
CA : RASOAQ 722,7 ~"~ 
CA HASOAD 721, ~ 0  
OH HASOAQ 8/*2,623 
OH MASDAQ 183,769 
AL NASOAO 1,107.6T~ 
CT HASOAQ 9Q8,113 
FL MYSE 688,950 

.074 

.102 

. I N  
,079 
.110 
.2SE 
.121 " 

-- ' ,  .CFJ6 
.078 
.115 . 
.905 ' /  
.051 
.071 
. 0 ~  
.IOZ 
.115 
.059 
.0~6 
.136 
.052 - 
.O5&' 
.053 
.073 
.125 
.119 
,117 

�9 ,086 
,180 
,111 
.071 
. 1 ~  
,2/*0. 
,102 
,135 
.050 
,054 
.081 
.092 
.0S9 
.119 
.087 
.119 
.075 
.192 
.320 
.144 
.0~0 
.126 
.128" 
.652 

.130 
�9 .055 
.102 
.077 
.06~ 
.06/* 
~061 
.085 
.216 
.062- 
.Oct,' 
.106 
.057 
.066 
.210 
.069 
.106 
. t18 

.054 

.144 

.090 

.120 

NOV, 88 
Dec, 90 

�9 HOve 90 
IMr+ 9 0  
Jut ,  88 
Mar, 89 
Octm 88 
Jut ,  90 �9 
Apt, 89 
MOV,- 88 ~'.~ 
D ~ e  
OCt, 87 + 
OCr 89 
Dec, 90 
Jut ,  68 
Dec,' 90 
Feb, 87 
Feb, 89 
Nov, 86 ' 
Oct, 89 ' 
Her, 90 
Her, 87 , 
Jun /90  
Seb, 90 
Hey e 90 
Jun, 87 

�9 Dec, 90  
+tug, 8 8  

Jut,  88 
Aug, 88 
Oct, 87 
Feb, 90 
Oct, 90 
Hey, 90 
Hey, 89 
Sap, 67 " 
Sap, 90 
Oct, 99 
Feb, 90 ' 
OCt, 90 
JuL, 88 
OCt, '90 . -  
MOV, 89 
MOV, 86 
NOV, 90 

-,inn, 89 
DIN:, 89 
Jan, 90 
AUg, 88 
Her, 87 
Jun, 90 
Jun, 89 
Jun, 89 
Jun, 87 
dun, 90 
Hey, 90 
Jan, 90 
Aug, 87 
Aug,' 88 
Sap, 90 
~0r, S9 
F~b, 88 
AUg, 90 
Dec, 90 
Feb, 89 
JuL ,. 90 
Jut ,  68 
Oct, 88 
Mar, 89 "+ - 
Aug, 90 J 
Aug, 89 
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ALphabetical Ltstfng 
- " Nax f~um N a x f u  

Shares Short Ratio 
C~Qpany, ~ . . . .  City State Narket Short to TSO Bate 
. . . . . . . . . . . . . . . .  ~.~. . ,  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  : . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
EASTLAND. FINANCIAL CORP. ' 
EDO CORP. 
EGGHEAD, - INC.  
EL POLLO ASA~O, INC. " " 
ELCOTEL IRC. . 
ELECTRO'CATHETER CI~Rp. 
ELIOT SAVINGS BANK 
ENERGY CONV1ERSIOH DEVICES 
ENERGY SERVICE ._ 
ENTENTAINNENT MAEXET ING 
ENV I RU~OUSCE INC 
ENZO OIOCHEN I N C . .  ~', 
ENZOR. INC. 
EPITOPE INC. " " 
EQUI FAX INC. 
ERLY INDUSTRIES INC. 
EUROPA CRUISES CARP, 
EXCEL BARCORP INC. 
EXECUTIVE TELECAGS 
FACET EMTERPRISSS 
FAI RNOHT F I RANCIAL- 
FNAILY DOLLAR STORES + 
FASTENAL CO. 
FEDOERS C ~ P .  
FEDERATED GSOUP (THE) 
FINANCIAL CORP. OF JW~RICA 
FINANCIAL CUtP. OF SANTA RAI~RARA 
F INGEPJCATRIX+ INC. 
FIREPLACE NaNUFACTURERS INC. o . 
FIRST CAPITAL HOLDINGS 
FIRST EXECUTIVE CORP. 
FIRST FED. SAVINGS /, LCAN (AUSTIN) 
FIRST FEDERAL FINANCIAL SERVICES 
FIRST FEDERAL SAVINGS OF ARKANSAS 
FIRST FINANCIAL NaNAGE~NT 
FIRST LIBERTY FINANCIAL CORP. 
FIRST PENNSYLVANIA 
FIRST USSTERN FINANCIAL CORP. 
FIRST WORLD CHEESE, INC. 
F I $CHRACH CORP. 
FLEET/NCESTAR FINANCIAL 
FLIGHT INTERNATIONAL GROUP 
FOOTHILL GROUP# CL. A 
FOREST LABS 
FOKEST OIL CORP. 
FOHTUNE FINANCIAL GROUP 
FRANKLIN CGqpuTER 
FRANKLIN ELECTRONIC PUBLISHERS INC. 
FREEI~T - M C ~  INC. 
FRISCN*S RESTAURANTS 
FRUIT OF THE LOCM 
FUROK (klaS FLUORUCAGSON) 
G TECH CUSP. 
G V ~ I C A L  INC. 
GALACTIC REGSUSCEB LYD. 
OHNTOS iNC. 
OCA CORP. 
CENENTECH, INC. 
GENERAL BINDING CORp. 
GENERAL DEVELOPNENT 
GENETICS INSTITUTE INC. 
GEOTHERMAL RESOURCES INT~L, . 
GIANT GROUP 
GIBRALTER FINANCIAL CORP. 
GLENFED INC. 
GO-VIDEO+ INC. 
GOLDEN VALLEY NIOHOI~AVE FOODS, INC. 
GOLDOH~, FGS 
GREAT AMERICAN BANK FSB 
GREAT ARERICAN SSIAqUNICATIOKS 
GREAT ARERICAN RECREATION 
GREEN TREE ACCEPTANCE 
GREENERY REHAB GROUP 
OHEENRAN BRGS. 

Uoonsocket 
CoLLege Point 
Isaequah 
phoenix 
Sarssota 
Rahway 
Boston 
Troy 
Nc~JStOn 
HouSton 
Stamford 
Ne~ York 
South P la in f ie ld  
Beaverto~ 
Atlanta 
Los Angeles 
Pensacola 
Quincy 
RAnuet 
Tulsa 
Burbank 
Charlotte 
Uinona 
Peapeck 
Ctty of Ccm~erce 
Irvfne 
Santa Barbara " 

North White Plains 
Santa Aria 
Los Angeles 
I nglewoed 
Austin 
Wooster 
L i t t l e  ROCk 
Atlanta 
Doravi L I �9 
Phi tedeLphle 
Lem Vegas 
Naple~o~d 
New York 
Pr~id~lce 
Net~por t Net~ . 
Los Angeles 
N a ~  York 
Denver 
Clear~ter  
Mt. Holly 
Nt. Holly 
New Orleans 
Cincinnet i 
Chicago 
LoH~na NfgueL 
Provfdence 
NInneapot is 
Vancouver, B.C. 
Grand Rapids ' 
Bedford 
San Francisco 
Northbrook 
Miami 
cambridge 
San Nateo 
Narleyvl t Le 
BeverLy H i l l s  
GlendaLe 
Scottsdale 
NinneeboL is 
Buffalo 
Sen D|ego 
Cincinnati 
NcAfee 
St. Paul 
Newton 
Farm1 ngdate 

RI RANDAG 332,312 
NY NYSE 419,513 
IZ~ NANDAR 1,513,/~3 
AZ . RANDAQ 309,281 
FL RASSAO 289,450 
NJ RANDAR 647,500 
NA RASRAO 419,249 
NI NASSAN 330,673 
TX " , A~  6,769,005 
TX ASS 1,205,391 
CT RANDAN 508,106 
MY ',' ASS 763,891 
NJ NANDAG 698,118 
OR �9 ABE 378,300 
GA NYSE 6,882,165 
CA NANDAR 155,451 
FL ' NANDAB 755,639 
NA RANDAR 452,926 
NY NaNDAQ 1,026,517 
OK NYSS 409,456 
CA ASS 594,891 
NC RYSE 1,676,448 
EX RASDAQ 747,927 
NJ NYSS 1,605,478 
CA NASDAQ 655,893 
CA NYSS 2,210,762 
CA NYSS 362,094 
NY NANDAG 1,226,745 
CA NANDAQ 471 ~ O01 
CA NYSE 3,920,631 
CA NANDAR 10,072,297 
TX RANDAQ 176,162 
OH NASDAQ 135,829 
AR RANDAG 404.770 
GA MYSE I, 703,430 
GA NaNDAR 32.5,480 
PA NYSE 3,274,029 
NV ' MASOAO 1 r 226,582 
NJ RASOAQ 1,154,549 
NY RYSS 317,360 
El NYSE 7,244,374 
VA NASDAR 585+069 
CA NYSS 665,016 
NY ASS 1,333+950 
co RANDAR 320,926 
FL RASDAQ 408,250 
NJ NANDAQ 490,362 
iJ NANDAO 429,695 
LA ~ GYSE 5,160,932 
OH ABE 601+824 
IL ASS 6+304,148 
CA RANDAR 910,569 
RI NANDAR 1,175,975 
NN NASDAQ ?35,405 
Canada ASS 1,337,04*5 
HI RANDAQ 280,464 
Na NYSS 9,2.69,827 
CA NYSS 5,559,691 
IL NANDAQ 860,257 
FL NYSE 1,520+935 
Na RASOAR 795 + 411 
CA ASS 2 ~ , 5 ~  
SC NYSE 539,025 
CA NYSE 1,402,283 
CA NYSE 5,004,602 
AZ ASS 9?3,759 
NN NYSS 1,757, 702 
NY NYSE 1,673,021 
CA NYSE 2,380,776 
OH NASDAQ 2,083,829 
NJ ~ND~ 1,687,775 
MN NYSE 2,073,380 
NA NYSE 503+~dB9 
NY ASS ~5+4~ 

~'.058 
.070 
.093 . 
.092 
. 0 ~  
.195 
. ~ 3 .  
.055 
.104 
.098 
.GS9 
.069 
: O 5 7  : 
.060 
.099 

�9 .065 
~.077 

. 0 ~  

.147 

.082 

.113 

.058 

.081 

. 1 ~  

.061 

.062 

.060 
.111 
.138 
.126 
.119 
.079 
.136 
.110 
.065 
.171 
.086 
.198 
.238 
.076 
.067 
.176 
.031 
.064 
.110 
.094 
.081 
.065 
.058 
.116 
.136 
.139 
.122 
.186 
.061 
.053 
.978 
.071 
.064 
.1~) 
.056 
.059 
.116 
.068 
.172 
.208 
.153 
.060 
.100 
.005 
.051 
.182 
.057 
.064 

Dec, 89" 
Jan, 89 
Feb, 90 
Feb, 87 
Nay, 88 
Oct; 86 
NOV, 89 
Feb, 89 
3un, 90 
Nay, 87 
Jan; 90" 
Aug, 87 
Aug, 90 
NOV, 90 " 
Dec, 90" 
Nay, 89 
Seb, 89 

. sap, 90 
Dec, 90 
Nay, 88 
Dec, 86 
Sap, 87 
Feb, 90 
Feb, 89 
Oct, 86 
Dec, 87 
Jan, 89 
Jun, 87 
Sap, 89 
Oct, 89 
Feb, 90 
Dec; 8 7  
Nay, 87 
Apt, 87 
Sap, 90 
Oct, 86 
Feb, 87 
Nov, 90 
Nay, 89 - 
Dec, 89 
Jun, 90 
Oec, 89 
Aug, 89 
Dec, 90 
OCt, 86 
NOV, 90 
NOV, 89 
Apr, 90 
Jut, 90 
NOV, 89 
Dec; 90 
Jun, 90 
Oct, 87 " 
Jut. 89 
Dec:. 86 
Dec, 90 
Apr, 87 
Dec, 88 
Nov, 90 
Apro 90 
Aug, 90 
Sap,. 88 
Oct, 89 
Mar, 87 
Dec, 90 
NOV, 88 
Nar, 90 
Nay, 90 
Apr, 90 
Feb, 90 
Sep, 88 
Jut, 90 
Nay, 90 
AUg, 86 
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ALphabe t i ca l  L f s t t n g  MaX!"-'U-- 
Maximum 

Shares Shor t  Ra t i o  
C ~  C t t y  S ta te  Market Shor t  t o  TSO Date 

GREEI~ICN PRARNAOHUTIEALS ~ Fort  E~mhlngton PA NASOAQ 3o416,953 .188 Oct~ 88 
GROLIEE INC. 
GROUNOI/ATER TEOHNOLOGY, INC +, 
OHOW GROUP 

~ I N C . _  
GUARDIAN RAMOGRP 
GUNDLE ENVIROGNENTAL SYS. 
N.M.S .S .  I N C . .  ~ _  ~.- 
SANA BIOLOGICS, INC. . . ,  
HAEDEX ENVIRONMENTAL 
HARCOURT BRACE " " : 1 

HEALTH. IMAGES INC 
HEALTNCARE EDMPANE OGRP. ~ 
HEALTHCARE SERVICES GROUP " 
HEALTHSOGTH REI~qBILITATION. 1 -- 
HECK~S INC* 
HELEN OF TROY CORP, 
HENACARE CORp. - "  - 
NEMODYNAN 1CS INC. 
HERITAGE RANCORP, INC. 
HIGHLAND SUPERSTORES, INC. . 
HITEOH ENGINEERING , .  
NOLLY FARMS CORP. 
HON~ DEPOT INC." 
HONE OFFICE REFERENCE LABS 
HOME ON~IERS SAVINGS BANK FS8 
NOHE SHOPPING NETVOHK 
HORN & NARDART 
HOUSEHOLD INTERNATLONAL ~- 
NOUSTON BIasED I CAL 
NOGSTON INDUSTRIES 
HOWARD SAVINGS BANg NJ 
KONTEK INC. 
HUDSON FOODS, CL. A 
I~JFFY CORP. , 
IOH BIONEDICALS 
ION PHARMaCEUTICALS 
IGI INC. 
]MNJNEX CORP. 
IRAEG INC., CL. A 
INFORMATION RESOURCES,  INC .  

INFOHMIX CORP. 
INGLES MARKETS INC.,  CL. A ~ - -  . " A s h e v i t t e  
I NSPEECHo INC. Norr  i stcedn 

Dmbury  
Norwood 
New York- 
~ m t c e  
L ~  Angeles 
Houston 
Hous ton  
ALameda 

- Morganvf t L e  
�9 _Or lando 

At  Lemta CA 
�9 -DOrmers Grove- - . IL 

Hunt ingdon V a l l e y  Pk  
BLrminghm ", AL 
N i t r o  W 
EL Peso TX 
Sherman Oaks " CA 
Boca Retort 
Holyoke ' 
I~tymouth 

- .-, -NcLean - 
Memph ia  

A t l a n t a  
Lenexa 
Boston , , -  
CLearwater 

* Las Vegas 
Prospect He igh ts  
The Woodlands 
Houston 
Newark 
Hudson 

. Rogers 
M i m t s b u r g  
Costa Mesa 
Costa Hesa 
Vlnetemd 
Sea t t l e  
New Orleans 
Chtcago 
Menlo Park " 

INSPIRATIOH RESOURCES New York 
INTEGRATED COMPUTER GRAPHICS A t l a n t a  
INTEGRATED RESCUACIES . New York 
INTEL CORP. Santa CLara 

"LNTELLICALL INC. --  Carpal [ t o n  
INTELLIGENT ELECTRONLCS , Exton 
INTERCO INC. . St* LOUIS 
INTERFACE INC., CL. A . LaGrange 
INTERLEAF INC. Vat them 

_INTERMANK I N C . .  La~ /o t ta  
INTERNEC OOHP* " Evere t t  
INTERNATIONAL CLINICAL LAB" M a s h v i t L ~  
INTEDRAT]ONAL GAME TECNNOLOGY Mend_ 
INTERNATIONAL LEASE FINANCE - - ~ B e v e r L y  HILLS 
INTERNATIONAL MICROCOMPUTER SOFTMR San Rafaet 
ISTERNATIONAL MINERALS & CHEMICALS , Sorthbrook 
INTERNATIONAL MOBILE MaCHINES King o f  Pru~sLa 
INTERNATIONAL RECTIFIER CCRP. EL Sagundo 
INTERNATIOHAL_TELECNAROH " " . . D a l l a s  
[MTERNATI~L TOTALIZATOH SYSTEMS CarLsbacl 
[NTERVOLCE INC. Da l l as  
LNTEEX FINANCIAL SVS Andover 
INVESTMENT TECHNOLOGIES INC. Edison 
INVESTONS FINANCIAL OGRP. R|chmond , ~ 
LTEL CORP. .Ch|cago 
J & J SNACK FOGOS Penrsauken 
JACKPOT ENTERPRISES Las Vegas 
JAN BELL RARKETING Sunr ise  

- J IFFY-L t~  INTERMATLOGAL INC. HOUSton 
JOHES INTERCABLE CL. A Engteuood 

CT NYSE -- 2,124,807 
NA NASOAQ 504.643 

- NY N Y S E  1,175,T42 
CA . . . .  NASDAO t~la, 763 
CA ASE 488,887 
TX ASE 1,094,597 
TX RASDAO 421,460 
CA - ,  RASDA~_.'_ "527,171) 
NJ �9 RAEDAQ ~L~0,f;SO 
FL : N Y S E  6,661,787 

RAEDAO /.00,818 
__ _ RAEDAQ 294,810 

�9 ' NAEDAQ 1 , 1 9 7 . 2 8 3  
N Y S E  1,280,760 
NYSE 86/%100 
EAEDAN 741,701 
I/ASOAQ 150,158 

FL NAEDAQ 287,065 
HA NAEDAN 575,534 
ML RAEDAO 1,332,320 
VA NASDAQ 884,605 
TN . ' * N Y S E  1,389,690 
EA N Y S E  7,174,157 
KS , "..-NAEDAO 884,113 
HA . "NYSE 1,307,650 
FL N Y S E  6,287,931 
NV - ASE 1,620,035 
iL  N Y S E  3 , 5 2 1 , ~  
TX . NASOAQ 290,160 

T X  ~ ~ N Y S E  10,995,2/.6 
NJ . _ , NASDAQ 1,324,253 
NH ASE 1,133,229 
AR NYSE 024,636 
OH NYSE 712,991 
CA .. ASE : 533,09S 
CA- - N Y S E  3,395,876 
NJ ASE 1,562, 411 
VA RAS~AO %040,323 
LA " -  NAEDAQ %398,807 
IL RAEDAQ 1,622,349 
CA . '* EAEDAO 704,336 
NC RAEDAQ 587, 453 
PA" NAEDAR 934,301 
NY N Y S E  4,650,266 
GA - NAEDAQ 261,090 
NY N Y S E  2,632,226 
CA EAEDAQ 10,13%796 
TX NYSE 781,422 
PA NASOAQ 1,269,533 
140 . NYS[ 3,824,976 
GA NASOAQ 1,141,397 
MA NASOAQ 1,022,889 
CA AS[ 507,500 
~A , RAEDAO 2,204o170 
TN . NASDAQ T51,580 
MV . NAEDAO 1,205,67/* 
CA RASOAQ 2,366,590 
CA NAS~AO 12,377,349 
IL N Y S E  '1,243,131 
PA NASOAQ 3 , 5 9 0 , 0 8 5  
CA N Y S E  1,327,180 
TX ASE 1,589,L:~)9 
CA NASOAO 636,326 
TX NASOAQ 979,897 
MA MGOAO 798,348 
NJ , :  RAEDAQ 1,685,173 
VA RAEDAO 600,848 
ZL MYSE 3,56/%018 
NJ NASOAO 264e738 
NV NYSE 497,096 
FL ASE 2,142,226 
TX - RAEDAQ 3,284,481 
CO " RAEDAO 897,190 

. 109_"  J u t ,  87 

.065 Feb, 90 

.102 Aug, 89 

.128 Mar, 89 
, .136 Nov, 90 

.114 Oct,  89 

.116 Mar, 89 

.080 . Aug, 88 
oC62 Her,  99 
.091 Nay, 99 
.063 JUno "90 
.C51 ".'" Jan, 89 
.23k - Oct,  90 
.127 .Aug, 90 
.097 ,Hay,  87 
.222 Nov, 88 
.051 " May, 87 
.080 J u t ,  89 
.079 Apt,  90 
.073 JuL, 87 
. ~  Sap, 8 7 .  
. 0 8 8  O c t ,  8 7 .  
. 0 6 1  " D e c ,  
. O 5 9  S a p ,  8 8  
.220 . . -  Mar, 88-. 
.071 Mar, 88 
:109 ~ Aug~ 8 9 .  
.066 . Nov, 90 
.084 , -May, "88 
.093 " .  Aug, B? 
.092 NOV, "90  
.1/.8 Oct , -90 
.133 : " Sap, 89 
.084 �9 "Oct ,  89 
.G51 - Jun, 90 
.199 Sep, 87 

.o205 Oct, 89 
.134 Jun, 90 
.207 " Dec, 88 
.096 Sap, 89 
.OH8 Jan, 90 
.145 Feb, 90 
.070 Seb, 88 
.107 Aug, "89 
;054 MW, 87 
.223 ~ JuL, 89. 
.0S5 - Apt ,  90 
.118 . NOV, 90 
.138 " Mar, 90 
.102 Mar, 87 
.084 Seb, 90 
.089 - Oct, 88 
.088 NOV, 87 
.266 NOV, 90 
.098 Oct, 8 7 "  
.193 Aug, 88 
.069 J m ,  90 
.107 ' JuL, 87 
.054 Apt,  89 
.275 Oct, "89 "' 
.118 "Dec, 90 
.104 1 N O V  , 

- 0 8 2  Jan, 90 
.175 Ju t ,  90 
.188 J Nov, 89 
.052 Jun, 88 
.070 Mar, 90 
.089 JuL, 87 
.089 NOV, 88 
.103 Oct,  "89 
.097 Apt ,  90 
.220 Apt ,  89 
.122 JuL, 90 
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ALphabeticaL Listing 
MaX iU  MoxirmJm 

Shares short Ratio 
Company City State Market Short tO TSO Dote 

K'V PHARMACEUTICAL, CL. B St. Louis NO 
KAPPA NETWORKS Rahwoy NJ 
KASLER CORP. Sen Bernardino CA 
KAY JEWELERS, INC. ALexandria VA 
KEANE INC, Bo6ton NA 
KEYSTONE MEDICAL CORp. Cotmdota 140 
KiMJ4iNS ENVIRONMENTAL SERVICE Tamlpa FL 
KIRSCHNER MEDICAL CORP. Timontum MD 
KNOULEDGEWARE INC. AtLanta CA 
KOGER PROPERTIES Jocksonvt tte FL 
L A GEAR~ INC. LO~ AngeLes CA 
L T X CORP. Uestwood MA 
LA PETITE ACADEMY KanSaS City 140 
LAMSQN & SESSIONS CLeveLand OR 
LANDMARK GRAPHICS CORP. HOUSton TX 
LANDMARK LAND CO. SarnneL CA 
LANDS' END, INC. Chicago XL 
LASER INDUSTRIES LTD. TeL kviv Israel 
LASERSCOPE, INC. - San Jose CA 
LECHTERS INC. Harrison NJ 
LEE PHARMACEUTICALS " South EL Monte CA 
LEISURE G(~CEPTS, INC. Mew York NY 
LEISURE TECNNOLO6Y LOS AngeLes CA 
LEafS INDUSTRIES Long Beach CA 
LEWIS GALO08 TOYS San Francisco CA 
LIFELINE HEALTHCARE GROUP " Broken ArrOW O~ 
LINCOLN SA~CORP " " Encino CA 
LINDSAY MANUFACTUR]NG Lindsoy HE 
LIONEL CORP. New York NY 
LORDMASTER SYSTEMS Tucson AZ 
LOGIC DEVICES INC. sunnyvale CA 
LORXMAR-TELEPi CS Cuiver City CA 
LTV CORP. DoL Los TX 
LYPHONED, INC. Ro6eglont IL 
N i P S COMPUTER SYSTEMS SunnyvaLe CA 
MANAGEMENT C~I4PANY ENTERTAINMENT Ner~ York - NY 
MANUFACTURED SOMES Winston-Salem NC 
MANUFACTURERS HANOVER New York NY 
MANVILLE CORP. Denver CO 
MARK CONTROLS CORP. Skokie IL 
MARK IV INDUSTRIES Amherst NY 
MARRIOTT CORP. Bet hesda MD 
MARTIN LAURENCE LTD. EDITIONS Van NUyS CA 
MATRIX MEDICA / NITMAL MEDICAL ~heat Ridge CO 
MAYTAG CORP. Newton iA 
MCDERMOTT INTERNATIONAL NeW OrLeans LA 
MED-NOBI LEe INC. Newark NJ 
MEDALIST iNDUSTRIES Hi |k~ukee Wl 
NEDCSEM PRODUCTS INC. ~oburn MA 
REDCO RESEARCH, INC, Los Angeles CA 
MEDiCiNE EHOPPE ]NTL St. LOUis 140 
NED l CSRE INC. Siatesh FL 
MEDSTORE XNTERMATIORAL I t r ine CA 
NELRIDGE, INC. Aurora OR 
MENTOR CORP. (THE) Santa Barbara CA 
GERITGE SAVINGS BANK PhiladeLphia " PA 
METRO AIRLINES, INC. DOiLes/FW Airport TX 
MICHAEL FOODS, INC. Mi/Ir~apoIis NN 
RICSUCOM INC. Norwood MA 
MICROORAFX INC. " ' "  Richardson TX 
NlC ON TECHNOLOGY, INC. Boise lO " 
Hi CEOPOLI S CORP. Chats~or th CA 
NIDLANTIC CORP. EdisOn NJ 
MIDWAY AIRLINES, INC. Chicngo IL 
MIDWEST CG~NICATXONS CORP. HighLand Heights KY 
NINISCRIBE CORp. L o n g ~ t  CO 
Mi NSTAR INC. Miru,.eopoI f s MN 
MOLECULAR B]O~YSTENS, INC. ' Son Diego CA 
NOWTARA PO~R Butte MT 
NOLTXBANK FINANCIAL De,glum MA 
NYCOGEN CARP. San Diego CA 
MYLAR LADS Plttsburg PA 
N E S B CORP. New London CT 
N F S FINANCIAL CORP. Nashua Nil 

AGE 364,151 .077 Jan, 88 
ASE 252,722 .167 Jun/86 
NASDAO 604,617 .116 Nov, 90 
NYSE 2,012,435 .162 Feb, 90 
AGE 212,409 .073 Mar, 90 
MASOAQ 525,294 .088 Apt, 88 
NYSE 1,155,477 .125 Mar, 90 
NASOAO 401,079 .171 Oct. 89 
MASDAO 1,136,726 .102 Nov, 90 
RYGE 1,658,937 .061 Oct, 90 
NYSE 6#487,100 .396 Sept 90 
NAEOAD 820,140 .083 DeC, 89 
MASOAQ 929,567 .059 Aug, 88 
RYGE 1,162,703 .181 Nay, 88 
MASDAQ 771,812 .093 Jun, 90 
AGE 1,D77,750 .127 Nay, 90 
NYGE 1,208,001 .060 Dec, 89 
AGE 302, 2~J .0~5 Jun, 88 
MAenAO 552,992 .905 Nov, 90 
MASDAQ 710,113 .099 Dec, 90 
AGE 449, 7S7 .114 Oct, 87 

- MASDAQ 159,316 .051 Jut, 88 
RYSE 620,027 .144 Aug, 89 

- ASE 347,900 .OD5 Jan, 90 
NYSE 725,1~ .080 Dace 89 
MASDAR 160,010 .052 " Aug, 89 
NASDAQ 307,180 .120 Jut, 87 
MASDAD 260,764 .126 Sob, 89 
AGE 1,311,202 .096 Sap, 89 
NASDAQ 326,482 .035 May, 8T 
RASDAQ 281,2~5 .062 Oct, 90 
AGE 3,9~7,654 .GE8 May, 86 
NYGE 10,188,946 .099 Nay, 87 
NASOAQ 4,320,664 ,144- Jut, 88 
MASOAO 1,532,771 .078 Oct, 90 
NASORCI 926,339 .055 Ju|, 89 
ASE 266,350 .070 Apr, 89 
NYSE 2,643,612 .053 Jun, 88 
NYSE 3,091, ?SO .129 Oct, 88 
NA~AQ I~e544 .053 Feb, 87 
NYSE 1,559,650 .095 Jut, 90 
NYGE 12,933,403 .I03 " NOV, 90 
MASDAO 479,058 .059 Jun, 90, 
NASDAQ 1.123,971 .059 Jan, 8T 
NYSE 3,957,930 .051 Jan, 89 
NYSE A,037,019 .108 Mar, 90 
MASDAR 236,230 .064 Jan, 87 
NASOAQ 130,269 .057 Aug, 87 
AGE 270,559 .060 Oct, 89 
MACAO 1,946,182 .226 Oct, 90 
NASDAQ 1.655.404 .204 Nov. 90 
AGE 270,650 .056 Sob, 86 
NASDAQ 787,060 .169 NOV, 89 
MASDAQ 1,019,872 .148 Nov, 87 
MASOAO 1,351,749 .122 Mar, 87 
MASOAQ 4,882,983 .139 Sep, 89 
~SOAQ 701,180 . 2 ~  JUn, 
MASDAQ 1,126,060 .099 Aug. 90 
MASDAD ~0,994 .082 dun, 90 

' MASDAR 423,6?9 .091 Dec, 90 
MASOAD 2,347,289 .O72 Mar, 88 
MASOAQ 647,378 .056 Apr, 89 
MASDAQ 3,482,965 .091 Sob, 90 
NYSS 1.694.315 .I~ Sap, 90 
NAIAD 628,191 .210 JuL, 87 �9 
NASDAQ 2,369,270 .078 Feb, 89 
MASDAQ 943,127 .064 Nay, 88 
MASDAO 775,413 .08? Aug, 
NYSE 1,684,435 .070 Mar, 89 
MASOAQ 539,909 .(~5B Apt. 90 
MASOAQ 531,610 .080 Jut, 87 
NYSE 4.926.302 .136 Mar, 87 
NASDAQ 453,243 .059 NOV, 89 
NASDAD 268,0~; .097 Jan, 90 
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ALphabetical L i s t i ng  
Maximum MaxLinum 

Shares Short Rat io 
Cmlpeny C i ty  State Market Short to TSO Date 

NATIONAL BUSINESS SYSTEMS INC. 
NATIONAL COIs BANKS 
NATIONAL DATA CORP. 
NATIONAL DATACOMEUTER " �9 
NATIONAL EDUCATION CORP. 
NATIONAL GUARDIAN C(~p�9 (THE) 
SATIORAL MEDICAL ENTERPRISES 
NEOAX, INC�9 "" 
NETtX)RK GEMENAt. CaRp�9 
NETWORK SECURITY CO~P. 
NEW A~R�9 HIGH INC(~4E FUND - 
NEW ENGLAND CRITICAL CARE 
NEI~BR IDGE METNORKS 
NEM4ANK & LEWIS, 
NEWPORT PHARMACEUTICALS INT'L 
NORTH AMERICAN VERTURES 
NORTH STAR UMIVERSAL 
NORTHEAST SAVINGS, F . A J  
ROVACARE 
ROVELL, INC. 
NU WEST iNDUSTRIES INC. . 
NUCORP INE. 
RidNL COS�9 INC�9 
RYCOR INC. 
O M I CORP. - "-  
OiBRIEN ENERGY SYSTEMS, CL. -A  
OCGUPATIORAL'URGENT CARE HEALTH 
OCTEL" CONMUNI CAT IONS 
OFFICE DEPOT LNC, 
OLD STONE CORP. 
ON-LIRE SOFTWARE INT'L 
ONE BASCORP (THE) 
ONE PRICE CLOTHING STORES, . 
OPT ICQ~P -�9 
ORSANOGENESIS . : ,  
ORION CAPITAL CORP. .. 
O~HKOSH BmGOSH C.L.A ~ . .  
I ~ENS & NINON 
P O K -LABS IHC�9 
PACE MEMDERSRIP WAREHGUSE 
PACIFIC GAS & ELECTRIC 
PACII:LC WESTERN BANCSHANE.S 
PACO PHARMACEUTICAL 
PANHANDLE EASTERN CO. 
PANTERAIS CORP." 
PAR pHANNaCEUTICAL 
PARANETMIC TECN~OLOGy "- 
PATSE CI~4UN I CAT ] ORS 
PATTEN CORp. - . 
PAYCHEX, INC. 
PEHALL CORp. 
PENWEST LTD. 
PEOPLES SERITASE FINANCIAL GEGUP 
PERPETUAL FINANCIAL " ,'+ " '  
PHANNACO~TROL CQ~P. 
PHARNaCY NANAGERENT SERVICES - 
PHCEktX- LASER SYSTEMS, ;NC, - - 
PRDENLX REDICJ~L TECHNOLOGY 
PIEDNONT FEDERAL CG~p�9 ~ . 
PIER 1 "IMPORTS " : �9 
PIONEER FINANCIAL SERVICES'iNC. 
PIONEER SAVINGS BANK 
PLY-SEN [RDUSTR|ES 
POLLFLY FINANCIAL CONp~ �9 ,~ 
POP RADIO CORP. , 
PONTA SYSTEMS 
PCOGHKIEEPSIE SAVINGS FEB 
POGELL INDUSTRIES INC. 
PRE-PALD LEGAL SERVICES 
PREFERRED RORECARE 
PRICE COe4UNICAT IONS 
PRIME COMPUTER 
PRIME MOTOR INNS 
pRODUCTION OPENATONS Ct~P . .  

Mtssissauga, Ontar io Canada 
N a y ~ d  . NJ 

. 'A t lanta  GA 
BI I t e r i ca  HA 
I rv ine  CA 
Greenwich CT 

-. Santa Noni ca CA 
�9 - Laurencev i t te  "NJ 

Menlo Park CA 
De t l as TX 
BOStOn NA 
Westbor ough Na 
Nanata, Ontar io Canada 
Hi cksvi t Le NY 
Laguna HIL ls  CA 

�9 - Montvale NJ 
Minneapolis 

" " Har t ford CT 
Vat Lay Forge PA 
Provo UT 
Engleeood - CO 
Chicago 1 lL 
Minneapolis MN 
Peapock NJ 

�9 - . .  Nee York NY 
_ Phi Ladetphia PA , 
.. Sacramento ~- . CA , 
. M i tp i tas  CA 

BOCa Raton Ft. 
~..~ ,.. Providence RI 
�9 - Fort Lee NJ .- 

Port land ME 
Spar tarWourg SC 
Petersburg VA 

,: ,. cambridge MA 
�9 : Nee York NY 

Oshkosh . Wl 
GLen At tan VA 
Ronkoakom8 NY 
Aurora CO 
San Francisco CA 
San Jose CA 
Lakeeood NJ 
HOUStOn TX 
St.  LOUis HO 
Spring VaL tey NY 
Waltham HA 
Los AngeLes CA 

. Stamford 
ROChester ~Y 
Galthersburg RD 
Bet tevue NA 
Port land RE 
Vienna VA 

�9 Eugieeood CL i f f s  MJ 
TenI~ FL 
Livermore CA 
Andrees SE 
Manassas VA 
Fort Worth TX 
Rockford IL 
Ctearuater FL 
Nee York MY 
Nee M i l f o r d '  RJ 
Nee York NY 
Syosset NY 

�9 Poughkeepsie NY 
Houston TX 
Ade ON 
MIam| Lakes FL - 
Nee York NY 
Natick 
F a i r f i e l d  NJ 
A t lan ta  GA 

SARDAO 
- SARDAG 

'NASOAN 
NAGUAO 
NYSE 
SARDAN 
NYSE 

_ SASEAO 
SARDAN 
NARD~3 
NYSE 
NASDAQ 
NARDAO 
ASE 
SASOAN 
NaGUAQ 
SARDAQ 

.. NYSE 
NaRDAQ 
NaGUAQ 
MASOAQ 
RAGUAQ 
MYSE 
NASDAQ 
ASE 
ASE 
SARDAg 
SASBAO 
NaRDAQ 
MASDAQ 
NYSE 
NASEAO 
NASOAR 
NASDAQ 
ASE 
NYSE 
NARDAQ 
NYSE 
NASOAQ 
NASOAO 
NYSE 
ASE 
NYSE 
NYSE 
SASDAg 
NYSE 
NASDAQ 
NYSE 
NYSE 
NARDAQ 
ASE 
NARDAQ 
SARDAQ 
NAGUAN 
NASEAN 
SARDAO 
SARDAO 
NASOAN 
NAGUAQ 
NYSE 
NYSE 
SASEAN 
ASE 
SARDAO 
SARDAO 
ASE 
SASEAQ 
NARDAQ 

�9 ASE 
NAGUAQ 
ASE 
NYSE 
MYSE 
NASDr Ag 

1,350,358 , .081 
815,703 " "  .078 . 

1,001,546 .086" . 
17,880,298 . .133 , " 

1,~,0,403 .0?2. 
513,050 .051 

4,702,718 .060 
472,080 �9 

1,183,679 .083 
5;2,53/. .084 

1,301,608 .055 
1,1f4,817 " �9 
2,081,103 .062 

410,900 .066 
1,252,736 .110 
2,310,083 .091 

760,751 �9 
1,138,997 .217 

819,975 .054 
1,401,289 �9 
1,266,744 �9 

220,695 ,074 
2,178,750 .169 

822,239 .081 
2,403,594 . .111 

584,414 �9 
1,901,533 . �9 
1,575,202 �9 
1,031,37& �9 

548,46O �9 
542,687 .086 
727,072 .089 
439,322 .068 
370,246 �9 

1,148,400 �9 
523,924 �9 
713,903 .056 
435,749 .078 

1,023,671 .220 
1,125,745 .086 

38,6~1,630 .097 
1.128,250 �9 

217,117 .- �9 
11,690,519 .204 
1,247,990 .124 
%772,962 �9 
1,159,207 .154. 
2,331,761 .205 
1,194,434 .070 

650,385 �9 
131,400 �9 
732,847 �9 

1,497,740 �9 
1,389,560 �9 
1,334,868 .148 

4 4 7 , 3 8 5  .051 
514,955 �9 
259,705 .135 
245,825 �9 

' 2,582,255 �9 
929,999 .:.145 
206,512 ,061 

1,034,042 .129 
2,?.1,043 .101 
312,503 .086 
4?2,025 .087 
270,979 .069 " 
595,804 :.058 
592,674 .060 
848,244 �9 

1,044,134 .140 
2,460,062 .051 
6,240,676 .186 " 

512,9/.2 �9 

Feb. 88: 
Nov, 90 
Msy, .90 
Jun, 87 
Oec, 87 
Seb, 88 

�9 -Oct, 89 
Sap, 87 
Seb, 90 
Jut ,  07 
NOV, 89 
Feb, 89 

-Apr ,  90 
sepf 86 
Apr e 90 
Aug, 87 
Nov, 90 
Mar, 87 
Dec, 90 
Jun, 89 
Feb, 90 
Apr, 69 
Dec, 90 
Jut ,  88 
JUrl, 89 
Feb, 89 
Nov, ~ 
Apr,  90 
OCt, 90 
Aug, 99 
Sap, 87 
Nar, 90. 
Oct, 89 
NOV, 88 
May, 89 
Sap, 89 
Oct, 90 
JuL, 87 
Aug, 90 
May, 87 
Jun~ 88 
NOV, 90 
Apt,  87 
Feb, 90 
JuL, 88 
Mar, 87 
NOV, 90 
Aug, 87 
Feb, 87 
Aug.. 90 
Nov, 86 
Oct. 90 
Dec. 89 

�9 Feb, 90. 
JuL, 87 
Aug, 90 
Dec, 90 
May, 89 
Oct, 90 
Aug, 88 
Jut ,. 90 
Nat. 89 
Aug, 86 

�9 May# 90 
Sap ,  90 

�9 Dec, 89 
Seb, 89 
Jun, 90 
Sebo 87 
Seb, 89 
Seb, 88 
May, 87 
Nay,, 90 
Jun,  90 
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ALphabetical L i s t lug  
M a x l u  Maximum 

Shares Short Ratio 
Coqxmy Ci ty  State Market Short to TSO Date 

pROPERTIES OF AMERICA, INC. UiLLfamsto~ MA NANDAQ 360,550 .125 Al~ j 88 
PROTEIN CATABASES HuDtingtorl Stat|on IdY NASZ)AQ 1&,437,125 .163 Sepf 88 
PUBLIC S~NVICE OF NEW KAHPSHIRE Natlchester NN NYSE 5,780,950 .155 Oct, 87 
PUBLIC SERVICE OF NEW MEXICO A L ~ r ' O U e  ~ NYSE Z,124,811 .051 Ape, 89 
PUEBLO INTERHATIGRAL INC. San Juan PR NYSE 254,663 .073 Ftdb, 88 
PUGET SOUND BARCORP Tacome UA MSDAQ 2,096,841 .188 Nov, 90 
O KECo INC. CLark NJ NANDAD 1,085,365 .180 Aug, 87 
O V C NETkORI( IND. I~s t  Chester PA RANDAQ 896,341 .056 Oct, 87 
CHAR TECHNOLOGY ORGUP, INC. Dayton OH NANDAQ 722,928 .132 Oct, 88 
GqS INC. Hc=~ILe AL NYSE 1,126,590 .099 AUg I 88 
OUAKTUN CHEMICAL CORP. Neta York NY NYGE 2,1~5,478 .060 Saps 90 
QUICKSILV1ER INC COSta Mesa CA NASDAR 741,009 .123 NOv, 90 
E C M TECHNOLOGIES, INC. Los Angeles CA NASDAQ 846,82& .065 Jan, 90 
PJU4TEK CORP. Sen Jose CA RANDAO 4GE,146 .100 Mar, 88 
RANGER OIL LTD Calgary, ALberta Canada NYGE 4,985,279 .887 Sap, 90 
REGENCY CRUISES, INC. New York NY NANDAG 1,976,965 .885 Apt, 87 
REGINA CO. INC. NahMay NJ RANDAQ 1,149,833 .127 Mar, 89 
RESEARCH IHDUSTRIES Sal t  Lake City UT NASOAG 349,192 .88& Sep, 89 
EEXENE CORP. Pal Las TX NYSE 2,533,201 .884 Sap, 89 
RIGGS NATIONAL CORP. +l~shingtOn DC NASDAO 766,547 .0S6 At~l, 90 
RCOERT C NRO~ CO. San Francisco CA RASOAO 296o871 .115 Nov, 87 
RARER GROUP, INC. Fort vash|ngtc(1 PA NYSE 2,065,866 ,065 Oct, 89 
ROUSE CO. (THE) Columbia 14) NASDAR 6,190,923 ,129 OCt, 90 
ROYAL INTERNATIONAL OPTICAL Dallas TX NYSE 507,200 .073 Aug, 88 
ROYALPAR INDUSTRIES, INC. Uest Hartford CT NANDAO 741,928 ,210 NOV, 87 
NUDDICK CORP. Char lot te NC AGE 541,600 .DE8 Eel), 89 
RYKOFF-SEXTOR, INC. LOS Angeles CA NYSE 394,133 .057 Aug, 87 
RTJ4ER FOCOS INC. ChfcaJgo |L NYGE 181,709 ,060 Mar, 89 
S C I SYSTEMS INC. Huntsv i l le  kL HANDAO 1,476,582 .071 OCt, 87 
S TAYLOR COMPANIES INC. Sal t  Lake City LIT NANDAQ 1,181,838 .882 Mar, 88 
SALICK HEALTH CARE~ INC. Beverly H i l l s  CA RASDAQ 292,008 ,054 Sepo 87 
SAMIFILL INC. Houston TX NYSE $39,638 .054 Dec, 90 
SARA LEE CORP. Chicago IL NYGE 6,56~,5~ .061 NOV, 90 
SCHERER (R.P.) CORP. Troy Hi NASOAG 1,782,026 .246 Jan, 89 
SCIHEC LIFE SYSTEMS INC. Maple GrOVe MlJ HASDAQ 2,626,69& ,193 Dec, 90 
SCOTT INSTRUMENTS CORP. Denton TX NASOAO 838,416 .064 JuL, 87 
SEA CONTAINERS LTD. SanliLton 8erm~la NYSE 885,17~ .053 Mar, ~ "  
SEAFOOD INC. Henderso~ Lk NASOAQ 28,630,683 .099 Aug, 87 
SEAGULL ENERGY HOUSton TX NYSE 386,078 .052 Jan, 90 
SECOR BANK FEB Birminghm * AL NASDAR 278,640 .116 Mar, 88 
SECTOR ASSOCIATES LTD. Miami FL NASDAQ 359,~Y~ .120 Jun, 90 
SEGUA, CL. A NeU York NY NYSE 881,870 .126 Aug, 88 
SERVICE RESOURCES CORP. New York MY NYSE 179,320 .880 Apr, 88 
SHELBY UILLIN4S INDUSTRIES Chicaso IL NYSE 542,T~ .053 Oct, 87 
SHOREY'S INC. Nashvi l le TN NYSE 4,166,145 .112 NOV, 90 
SHOREUOOD PACKAGING FermiugdeLe NY NASOAG 2,500,787 .128 Aug, 90 
SHOWSCAN CORP. Cutver Ci ty CA NASDAQ 2 2 2 , ~  .076 Jan, 89 
SIKES CORP, CL. A Laketand FL ASS 1,134,712 .140 Dec, 89 
SILICOR GRAPHICS, INC. Mauntain view CA NYSE 1,822,413 .129 Mar~ 90 
SILICON SYSTEMS CORP. TOStIn CA NYSE 659,514 .093 Nov, 88 
SILICON VALLEY BANCSHARES Santa CLara CA NASDAR 731,071 .137 Nov, 90 
SILK GREENNCOSE INC. TaINOS FL NASOAG 1,365,664 .190 Oct, 89 
S~ITH INTERNATIONAL, INC. RO~ston TX NTSE 1 , 6 3 8 , ~  .072 NOV,.90 
SOFTSEL COHPUTER lugLek~od CA NASDAO i,060,695 .089 Apr, 90 
SOFTVARE PUBLISHING Mountain View CA NASDAQ 677+651 .055 Jan, 90 
SOFTUARE SERVICES OF ANERICA North Andov::r RA IMNDAR 624,339 .289 Jan, 89 
SOFTWARE TCOLUORKS INC. NOVatO CA KASCAG 2,597,581 .115 Oct, 90 
SOOGEN FEDERAL SAVINGS AND LOAN TULsa OK NASOAQ 232,763 .114 Nov, 87 
SOUND ADVICE INC. Dania FL RANDAR 184,482 .060 J ~ ,  89 
SOUTHEAST BANKING CO. Miami FL MYSE 3,G48,556 .I~ NOVa 90 
SOUTHLAND ~N ICAT IORS INC. santa Arm CA RASOAQ 512,922 .235 Apt, 90 
SOUTHLIFE MOLDING (Pfd) Nashvi l le  TN AGE 262,279 .135 Oct, 88 
SOUTHKARK CORP. Dallas TX NYGE 4,711,812 .104" Oct, 87 
SOUTHWEST FOREST INDUSTRIES Ph~n iz  AZ NYSE 448,713 .065 Jan e 87 
SOUTHUESTERN PUBLIC SERVICE A~lariLLo TX NYGE 3,164,814 .077 AUg, 88 
SPAIN FUND, INC. NOR York NY NYSE 589,856 .059 Jan, 90 
SPECTRUM CONTROL INC. Erie  PA NASOAQ 488,362 .075 Mar, 90 
SPECTRLq4 DIGITAL CORp. Herndon VA RASDAQ ;'65,884 .095 NOV, 86 
STAPLES, INC. NeWton NA "NADDAO 1,0~,486 .108 Oct, 90 
STAR STATES CORp. uLLroingtan DE NANDAO &45,423 .095 Aug, 90 
STARS TO GO LOS Ange|es CA NASOAQ 738~ .090 Nov, 87 
STATUS GAH~ CORP. XeMi~Eton CT NASDAG 224,224 .058 May, 87 
STERLING SOFTWARE Dallas TX AGE 745,600 .126 OCt, 88 
STUART HALL CO. INC. Karlsas Ctty )40 NASDAO 417,888 .106 Dec, 89" 
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C o ~  Cfty State Market Short tO TSO Date 

STUDENT LOAN MARKETING 
SUIg4A N~OLCAL CORp: 
SUI~IT TECHNOLOGY IRe*  " 
SUN ELECTRIC 
SUN RICROSYSTEME, INC. 
SUN STATE SAVINGS & LOAN'' 
SUNRISE MEDICAL INC. 
SEI~Id~ST FINANCIAL SERVICES INC. 
SURGICAL LASER TECHNOLOGIES 
SYNOPTICS CO(44JNICATIGSS INC. 
SYNTECH INTERNATIONAL, INC. 
STSTEH SOFTWARE ASSOCIATES 
T S INDUSTRIES, INC. 
T V I CORP. 
T W HOLDINGS INC 
TALLEY INDUSTRIES 
TCaT ENTERPRI S~S 
TCF FINANCIAL CORP. 
TELE-COMMUNiCATIONS, CL. A 
TELESPHERE C~ql4JNICATIONS, INC. 
TELEX CORP. " 
TENDER LOVING CARE 
TEXAS AIR CORP. - 
THERNEDI CS, INC. 
THDRTEC IRTERNATIDUAL, INC. 
TNOUSAND TRAILS, INC* 
TIMEPLEX INC. 
TO-FITNESS, INC. 
TODD SHIPYARDS 
TOFRUZEN IRC. 
TON BROUN IRC. 
TGSCA CUNP. 
TOPPS CO. INC. (THE) 
TO'CO CORP. 
TRADITIONAL INDUSTRIES, INC. 
TRIAD SYSTEMS CORP. 
TRI/~MELE INDUSTRIES CL. A 
TRIDEX CORp. 
TRIMSEYME, INC. 
TRINITY iNDUSTRIES 
TRITDU ENERGY CORP. 
TUCSON ELECTRIC POkeR 
TWISTEE TREAT CORP. ~" 
TYCO LAJ~TON I GS 
TYCO TOYS, INC. 
TYLER CORP. 
U R C A R C O I N C .  
U S ENERGY CORP. 
U S T CORP. 
ULTIMATE CORP. 
ULTRASYSTENS 
UNIFI, INC. 
UNIONFED FINANCIAL 
LINITSE E ~ T I O N  & SOFT~U~E 
UNITED HSALTHCARE CORP. 
UNITED MERCHANTS & MFG 
UNITED SAV~GS DANCORP 
USF&G CORP. 
GSG CORP. 
USPCI, INC* 
V BASE CORPo 
VALERO ENERGY 
VALLEY NATIONAL CORP. 
VARCO INTERNATIONAL 
VADITY CORP. 
VERTURA ENTERTAINMENT G~DUP 
VERMORT FINANCIAL SERVICES CORP. 
VERONEX RESOURCES LTD. 
VIACOI4 INTERNATIONAL INC. 
VICORP RESTAURANTS, INC. 
VIEW'MASTER IDEAL GROUP INC. 
VIPOtIT PHARMACEUTICAL, INC. 
VIRAGEN, INC. 
VlRATE[# INC. 

Washfngton 
A t b u ~ e r ~ e  
Uai thm 
Crystal Lake 

�9 Mo~ntein Vfe~ 
" phoenix 

Torrance 
ALbuquerque 
Matvern 
Mountain View 
Redo 
Chicago 
Huntington Reach 
Bettsvftte 
Spar t anlx~r o 
Phoenix 
L i t t l e  Rock 
Minneapolis 
Denver 
Oakbrook Terrace 

" TuLsa 
Lake Success 
HOUSTOn 
Uoburn 
San Mated 
Bet tewe 
WoodcL | f f  Lake 
Bay Harbor island 
Seattle 
Eugteeood 
MidLand 
Mlnnetonka 
Brooklyn 
Santa Nonica 
Agoura HiLLs 
Livemore 
Nee York 
May York 
Irvine 
Dallas 
D a l l a s  
Tucson 
Cape Coral 
Exeter 
Mr. Laurel 
Da t t as 
Fort Worth 
Riverton 
Boston 
East Hanover 
Irvfne 
Greensboro, 
Brea 
Encirm 
Nfnnetonka 
Reu York 
Nar~hester 
Baltimore 
Chicago 
Ok tahG~a City 
ELmsford 
San Antonio 
Phoenix 
Orange 
Toronto, Ontario 
N. Hot iyvo~ 
Oratt teboro 
Vancouver, 6.C. 
Nee York 
Denver 
Portland 

For t  DoLL tns 
Hieleah 
Costa Mesa 

DO NYGS 5,031,694 
NIl ASE 1,124,264 
MA "" NASEAO 1,338,474 
[L NYSE 1,320,619 
CA SASEAQ 5,004,455 
AZ SASEAD 1,182,150 
CA NASEAg 303,126 
NN SASEAD 500,372 
PA SASEAQ 523,729 
CA NASEAD 625#749 
NV ~ A Q  410,334 
IL ItAS~AQ 1,061m349 
CA NASEAD 607,044 
m NASEAD 997,~,9 
GS MASEAD 2,353,873 
AZ RYSE 641,087 
AD NYSE 3,933,279 
MN NYDE 574,400 
CO NASEAQ 4,325,638 
IL ASE 1,218,512 
OK NYSE 1,582,534 
NY NASEAO 373,804 
TX ASE 9,506,412 
Ma ASE 987,306 
CA NYSE 537,196 
WA SASEAD 1,573,999 
NJ NYSE 486,808 
FL SASEAQ 642,194 
UA NYSE 249,539 
co NASEAO 2,609,347 
TX NASEAO 2,903,186 
14N NYSE 1,681,485 
NY NASEAO 822,876 
CA NYSE 6,62%060 
CA NASEAD 697,305 
CA SASEAD 847,048 
NY NASOAQ 173,720 
NY ASE 163,735 
CA MASEAQ 444,1 
TX HYDE 2,374,274 
TX NYSE 937,069 

1 HYDE 1,592,837 
FL " NASEAQ 1,962,683 
NH NYSE 2,567,312 
RJ SASEAQ 1,391,657 
TX HYDE 1,598,147 
TX NASEAQ 2,623,484 
WY NASDAQ 328,390 
MA NASOAQ Qg], 737 
NJ NYSE ~57,376 

"CA ASE 734,088 
-NC NASOAO 1,162,766 

CA NYSE 637,565 
CA NASEAQ 365,477 
FIN NASOAQ 1,478,592 
RY NYSE 509,060 
NH NASOAO 627,134 
SE NYSE 8,154,435 
IL NYSE . 2,919,401 
OK RYSE 722,000 
NY NAS~)AQ 668,360 
TX NYSE 4,428,416 
AZ SASEAD 4,94,0,080 
CA NYSE 1 ,526 ,900  
Canada NYSE 15,341,573 
CA NASEAO 229,771 
VT NASOAQ 294,555 
Canada NASOAQ 374,937 
NY ASE 4,861,632 
CO NASEAQ 945,514 
Gq MASEAD 458,389 
CO MASEAG 859,355 
FL NASDAQ 678,67~ 
CA NASEAG 1,402,915 

.080 Sap, 89 

.076 Nov, 89 

.153 Dec, 90 

.188 Apt, 89 

.059 Mar,.90 
�9 202 "Mar, 89 
.085 Dec, 90 
�9 053 Sap, 90 
.098 Jut, 90 
.086 May, 89 
.071 Dec, 86 
�9 139 May, 89 
.066 Apt, 87 
.103 Oct, 87 
.051 Dec, 90 
.069 Feb, 89 
.149 DeC, 90 
.080 Oct, 90 - 
�9 084 Jan, 88 
�9 072 Oct, 87 
.108 Feb, 87 
�9 241 Apt, 87 
.231 Mar, 
.063 J ~ ,  8~ 
.083 May~ 88 
.066 Jan, 87 
.651 Jan, R7 
.145 Jun, 87 
.059 Aug, 87 
�9 GS2 Jun, 88 
�9 0?3 Jun0 87- 
.213 Sep, 90 
.G59 NOV, 88 
.151 Jut, 89 
�9 214 Feb, 89 
.108 May, 69 
.142 Jut, 88 
�9 087 Dec, 86 
.070 Aug, 88 
.131 Sep, 89 
.061 Aug, 89 
.063 ~ Oct, 89 
�9 091 May, 87 
.069 Jut, 88 
.239 Jun, 90 
.091 Aug, 88 
.108 Nov, 90 
. lco Apt, 90 
.078 Aug, 90 
.077 Aug, 88 
.093 Sap, 86 
.128 Apt, 88 
.131 sap, 89 
.056 dun, 88 
.080 Aug, 89 
.G56 Hay, 89 
133 Dec, 89 

.099 Mar, 89 

.054 Oct, 89 

.051 Jan, 88 
�9 099 Oct, 88 
.169 Aug, 89 
�9 250 Oct, 90 
�9 074 Ray, 87 
.074 Aug, 89 
.077 Jun, 90 
.087 Sap, 90 
.059 Sap, 87 
�9 091 Nay, 87 
.104 Apt, 87 
�9 097 Mar, 87 
.165 Nov, 86 
�9 141 Feb, 87 
.154 Aug, 87 
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Stocks wi th  High Shor t ' In teres t ,  1986-90 
' ALl~labeticaL L~sting 

M a x i u  Maxtnrun 
Shares Short Rstio 

COmpany Ci ty  State Market Short to TSO Date 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  
VISTA CHEMICAL CO. HousTon TX BYSE 954,010 .090 Feb, 90 
VIVIGEB JBC santa Fe NM NASOAO 237,710 .097 Nov, 90 
W T D iNDUSTRIES, INC. Port|and ON " HASDAB 84E,549 .134 Nay, 90 
VAShTCH EDUCATION SYSTEMS CONP Satt  Lake Ci ty  UT HASOAQ 7,004,544 .071 OCt, 88 
WASHINGTON HONES INC. WaLdorf ND NYSE 407,930 .086 DeC, E ? 
iUkXHAN iNDUSTRIES, INC. Bedford Heights OH NYSE 665,013 .099 . Ju l ,  88 
k~ITEK CORP. SunnyvaLe CA HASOAO 490,285 .063 Sap, 90 
WELB[LT CORP. New Hyde Park NY HASDAG 487,521 .061 Jut ,  88 
WELLNAB, INC. Shrewsbury HJ HYSE 1,810.T34 .056 Aug. 90 
I~ESTERN ACCEPTANCE CORP. Las Vegas NV HASDAG 16,327,400 .118 Nov, 87 
WESTERN SAVINGS & LOAN ASSOC. Phoenix AZ NYSE 1,111,544 .105 Jan, 89 
I~ESTERH UNION SaddLe River RJ NYSE 3,990,986 .102 Dec, 86 
~STWOOG ONE, INC. Cutver C i ty  CA HASDAO 1,328,897 .093 Feb, 90 
WHEELING PITTSBURGH STEEL Mllee(ing I~/ NYSE ~ 1 , ~  .I~ Dec, 88 
WHOLESALE CLUB, INC. lnd ianebot is  IN HASDAO 646,249 .144 JuL, 89 
WINONERE CORP. Biateah FL NTSE 2,536,680 .17V Nov, 89 
WOLVERINE EXPLORATIOH FOrT Worth TX NASDAQ 865,451 .089 JIJrl, 90 
WORLDS OF WONDER, INC. Fremont CA HASDAN 2,]48,945 .105 Nov, 87 
WYLE LABORATORIES EL SegUndo CA NYSE 527,925 .052 Jan, 88 
WYSE TECHNOLOGY San Jose CA NYSE 1,573,112 .108 Oct, 87 
XCMA CORP. Berke[ey CA NASDAO 2,642,7"54 .198 Jl.,1, 90 
XSGRIBE L'(~RP. Ban Diego CA HASOAQ 435,381 .078 Jun, 90 
Y A GROGP INC. St. Louis MO NASDAQ 472,185 .117 Dec, 90 
YANKEE COMPANIES Boston HA ASE 419,062 .091 Nay, 87 
YORK iNTERNATiONAL York PA NYSE 799,604 .000 Jun, 88 
YORK RESEARCH CORP. Bet/ York HY HASDAB 824,021 .134 Dec, 90 
ZAPATA CORP. HousTon TX NYSE 1,267,000 .058 AUR, 87 
ZENITH LABS Ramsey BJ NYSE 4,281,183 .20Z Mar, 87 
ZONDERVAN CORP. Grand Rapids HI HASOAO 1,129,007 .E68 Oct, 87 

NOTE: This data was compiled by the Commerce, Consumer, and Monetary 
Affairs Subcommittee from short interest statistics and company data 
supplied by the New York Stock Exchange, American Stock Exchange, and 
National Association of Securities Dealers. TSO in column six is 
total shares outstanding. The market shown in column four is not 
necessarily the market in which this issue was traded when the maximum 
short interest or the maximum short ratio occurred, if this issue moved 
to a new market after that date. The date in column seven identifies 
the date when the maximum short ratio was observed. 

�9 


