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ICHAPTER 391 1 

June 6,1!U. AN ACT 
i Y -  x-WI i To ameiid an Act entitled "Au Act to establish a Board of Irldetermiriitte Sentence 

IPubhc, No. 287.1 arid Parrile for the Diatrict of Coltilulria and t,o tletermnc it8 functions, a11d for 
other p~irpuses", approveci Jt11y 15, 1932. 

Dalrict of C o 1 ~ n ~ b i ~ ~ .  
Be it e~iacted b y  the  Senntc and Bouse of E<'prescntdiacs of th,c 

uozd llwited Stntes of d7ru.ric.u. i 7 ~  Co?igress nssembled, Tl~a t  the Act of 
n i l L ~ S ~ n ~ c n L o ~ ~ l  nL- Congress entitled "An Act to establish a Board of 111tIeteminat~ 
role 

voi 47, p.m. Sentence and Parole for the District of Columbia and to determine 
its functi<rrls, and for otlier purposes ", al)pm'vd July 15, 1932, be, 
ant1 t,he sarne is hereby) airte~ide~l by addmg a new scction to Ise 
nuir~lxtred " 10 " and to read as folloGs: 

F e a o r a l  ParoJo "SIC. 10. The Board of Parole created by the Act of Congress U"llrd 
Aulhoritg conlarrna entitled '.211 Act to :uncmd an Act providing for the parole of United 

up", over U.8 prrs- 
oncrv e o n v ~ c ~  it, States prisorrers, ~~pproved JUI~C 25, 1910, as amerided ', approvet1 
*)flLfict md LIO*(VL May 13, l9:3O, shall l~avo and exercise the sanie qowtlr ?nd itiithority slscwhem. 

voi. 36 P. Big, VOI. over prisoners couvicted iL1 t l~e  District of C.olmribia of' c r h m  
40 p 272: L.B 0.. p. aia. against the United States ant1 rlow or hereafter cmififitird in any 

United States peniteritiary or prison (other than the pend institu- 
tions of the District of Coluulbia) as is vestt:d iu the Board of 
Indeterminate Sc~ntenre nnd Parole over prisoners confined in tho 
penal institutions of the District of Colurubiu." 

Approved, ,June 5, 1934. 

[CHAPTER 39'2.1 
June 6 1934. 

AN ACT 
- l - t t . ~ . ' ~ h  To fix the rates of postfrge on certain pcrio&caia exceeding eight ouricw in weight. 

LI'i~blie, No, 28 ] 

B e  i t  eructed hy  t h e  ~S'enatc n?uL Hmtse of Rcprcsenfatitvs of the 
$ ~ ~ , ~ $ $  ,e on G+ted States of A~rwTica iri (7cmpess nsscn~6led, That ~~ilblications :$zTTE% 6; we~ghing in excess of eight ounces issued at  regulitr intervals of 

wuigr~t. twelve or more tittles a year, 25 per ceutuln or more of whose pages 
are devoted to text or reading matter and not niore than 75 per 
centurn to advertising nmiitter, wltich nre circulated free or mainly 

nga.i.tlom LO free, may, upon authorization by the Post OGi~cc Department,, under yr6~1.ilmd. 
such regulations as the Postxnaster Gerierul may rescribe, be 
accepted for mailing at, the postage rate of 7 cent !or each two 
ounces or fraction thereof, provided tlrt? copies of such publications 
are prest~rrted for ui:~iling made up according to States) cities, and 
routes as directed by the Postrrlaster General. 

Approvect, June 5, 1934. 

~uue 6 ia r .  AN ACT 
l P ~ i ~  2:3iU,,- To relrruvc inequities in the law governing eligibility for promotion to the position 

of chief clerk iu the ILtilway Mail Service. 

Be it olactt?d h y  t /w Senate ( ~ n d  Douse of Rcprescrita~i~t)r.s of the 
Rd-ay M a  Swv- CrLited B'tntcs o f  Amerie(z h C'ol-~yt-ess crsscn~hlcd, Tiiat that part 

ICE. 
v01.a.p siri. of scctiou 7 of tile Act of August 24, 1012 (37 Stat. 556): which 
C.8 C . ,  P. IPS.  compriscs sectio~~ G26 of titlc 39 of the Cxiited States Code, be 

arnclrdcd to read :is follows: 
" Clerlii in the lrighcst grade in their respective lirribs or other 

ofdi iaf  c i ~ i k  tuudifiod !~s~ig~u~iell ts  shall tx! eligible foi' plonlotion to positions of clerks 
in ehargc in ssitl lincs or corrc~spondirig positions in otlier :issign- 
rnents. nnil clerk assignril as i~hsistant (Ilrief c1t:rh ailit derks Fu 
grade 6. or higher ralik, in their respective: ~livisions, shall, after oliu 

year of contiliuous service in such capacity, be eligible for 
tion to positions of chief clerk in raid division for satis%:$: 
e%cierit, and faithful service, under such regulations ;ls the Post- 
master Gerieral sliall prc,scrih." 

Approved, June 5, 1934. 

iliY I%Li June5 19% 
To amend thc ' ic  t of Congresb approved Jube 7, 1924, colaurody called the IH R kg38 I 

"Sau Curloti Act", uud Acts e o p p 1 ~ ~ 1 e n L ~ r y  Lhnctu. IPtlhIlc A'o Zm 1 

Be it enacted 7)y / / I &  Senate urul Ho t~sc  of Representatives of the 
CrLiled States o f  A ~ . c ~ ~ - i c a  i n  Cor~gress assen&led, That the Act of , , " , ~ ~ $ g ~ r ~ a " ~ "  
Congress approved Juue 7, I924 (43 StatZ. 475, 476), comionly ~01.43, P. 475; VOI. 

calletl the " San C~rlr*; Act ", and Acts supplei~lerilary thereto, 45&2a3 to &dim 

includirrg the Act of Congress approveil Marc11 7, 1928 (45 Stat.L. b",","fk&!fpddrith- 

210-2l.2)) and Acts supplementary thereto, be, and tile same are 
hereb , arnmded so as to provide that the cor~tructiou cost of the 
Sa.11 &rlos project, irlcluding the cost of the power developxt~ellt at  
the Coolidge Darn and the transrnision line or lines shall be repaid 
without interest, anti that ))art therrof to be paid on account of the ,;~;'~t~,$,P~~ 
lands in public or private ownership sh:\ll be repaid in fort equal h d s  m 40 muud in- 

annual iustallmerlls begiming on December 1,1935, Lhe date L e d  by 
the public notice heretofore issued by the Secretary of the Interior. 
The Secretary of the Interior, with the consent of the San Carlos w ~ ; ~ ; t m o d i 8 e d ~  

Xrrigatio~i a ~ ~ d  Drainage District, is hereby authorized to modify 
the existirig repaymr:nt contrwt in accordance herewith. 

Approved, June 5,  1934. 

[CHAPTER 404 ] 
AN ACT 

J U U B B  IW4 
To provide for the reguiation of securities oxchanges and of over-the-counter . [~.it.bxa.j 

marketa opcratiug in interstate and foreign comierce and through the mails, IPubUc, No. 291.1 

to prevent inequitable and uufair practice8 on such exchanges and mrketa, 
snJ fur other purposes. 

Br it enucted by  Lhr Senate and Douse of Repreye?~tetiwes of t h  
United Stutes o f  i l m e r k a  in C o n y r e ~ s  essen~6led, 

" ~ T U  I-~~~.QULATION O F  SECUI~ITILS EXCRAWOEB Aot G s c u r ~ L i a r  ol 1934 Ercham 

SECIT~N 1. This A L ~  mnj Iw, clted as the '' Secu~ities Exchange Act 
of 1984." 

NECmSITY POW KEGULATTON AS PROVIDED IN THl8 TITLE 
RoecsYit7 for mads- 

tion. 

SEC. 2. For tlie I . C ~ S O ~ S  hereirlafter enurneratetl, trsnsactionsjll$ p$;E;gm;. pi=- 

securities as conurionly conducted upoil securities exchanges 
over-the-counter rrrarkets asre affwb~d with a national pub& interest 
which nmakes it liecessary to provide for regulatiurl i~nd control of 
such trar>sirctions urrd of practices :111rl i~iatters related thereto, 
includi~lg trans:tc~tiuns by oilicers, directors, arrd principal security 
I~olders, to reqnire :ippropriatcl reports, and to llnpose requireilients 
newsary to nlalre ~ucli  regulation a ~ i d  coi~trol reasorlably coniplete 
and chffective, in oriler to prokct iiihrst&te muunercc, the natlonal 
credit, the Feder:rl i,axing power, to protect and mike more effective 

f i(j ijj703*-.  ;(i 
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the nntiorlal bankiug systern and Federal Rescrve Systt~ri~, and to 
insure the maintenarree of fair and tlonesi marlick iu such 
transactir)rls : 

(1) Such trausat:tions (a) are carried on in large volumc~lry tho 
pi~bhc ~rierally and in large part originate outside the S t a t a~  in 
which t fe  exchanges and over-the-cowites markets are located anrljor 
are effected by means of the mails and ir~strurucntalities of interstate 
coulmerce; (b) constitute an important part of the current of inter- 
state corucrce; (c) involve iu large part the sacuritics of is,ncrs 
engaged ir i  interstate commerce; (+) involiye the nse of credit, 
directly affect t,he financiilg of tmde, milustry, and transportation in 
interstate eorninerce, arid directly affect and ir~fluence the volume 
of interstate commerce; and aiftwt the national creiiit. 

(2) 'The prices estublishecl arid offered in such transactions are 
gezierally disseruinatrtl and quoted throughout the United States and 
foreign countries and w)ustitute a basis for determining and estub- 
listling tire priccs at which securitic.~ are bought and sold, the 
amount of certain taxes owing to the United States and to the srveral 
States by owners, buyers, and sellers of securities, and the vtlue of 
collateral for bank loans. 

(3) Frequently tho pricw of securities on such exchanges and 
markets are s ~ ~ p t i b l e  to n~anipulation and control, and the ilis- 
somination of such prices givcs rise to exces-sirc speculatiolr, rr.sirlt- 
ing in silddrn and unreaso~iable fluctuations in tho prices of securities 
which (a:) cause alienlately urweasonable espnrlsron and unreason- 
able contraction of the volumo of credit available for trade, trans- 
portation, and industry in interstate rommrn:e, (b) hirider t he  
proper appraisal of the value of swarities and thus prtwent a fair 
calculatioil of taxcs owing to the Gnited State$. a113 to tile sever~il 
States by owners, hiiyers, aud sellers of scscurities, and (c) prevcrit 
the fair xaluation of collatert~l lor bmk loar~s imd/or okwlruct the 
effeclive operation of the national bankirig s,ystem aiid Federal 
&-serve Syshin. 
(4) National emergencies, which produce widespread unernploy- 

mcnt irnd tile dislocatiori of trade, tralisliortation, and iildustry, lind 
which burden intc~r.statc comnierce and nilrerselv affect the genrr:ll 
welfarr, are precipitated, intensified, aud prolon&cl by rrrimipulatiot~ 
and sl!ddcn aild ui~~:~soniabie fluct~~nt,io~is of security prices and by 
excessive speculalio~~ on sucll exchanges and markets, and to meet 
s~ich emergencies the Federal Govertilrient is put to sucl~ great 
expense as lo burden the national ere&. 

~ c a u i t i o ~ ~ s  unii a p  
phcntion 01 Act DmINI'~lUI13 AXD APPIZCA'rlON U1p Trrm 

S l i ~  3. (11) When used in this title, ruilcss t l~e  rontest otherwise 
requ~res-- 

'*ltrcimnge". (I) Thc term " exchange " nleans any organization, association, 
or group of persons, whether irlcorporabd or uuincorporat~~cl, which 

, , l ~ g ~ C p : ~ d f l  b- i.onstitut,e:r, mai~itains, or provides a niarkct place or facilities for 
bringing togeliler pnrcliast~rs and sellers of securilics or for otl~cr- 
wisc perforriling wilh respect Lo securities tlie functions corrirnor~l 
perforrneti by a stock exchange as that term is gi:ner:~lly understoot[ 
and includes Ihe mnr1tc.t place ant1 the nlarlret facilities maintailled 
by srlcll exchitnge. 

" P C ~ C I I L ~ ~ . -  (2) T ~ I :  k m i  '.facility ?' .ivlien used with respect to an eevcharige 
includtts its prenlises, tarigible or ililangible property, xllether on 
the premises or not, any right to the osc of such prcrrnscs or prop- 
erty or any service tllcreof for tlle purpose of effectirlg or reporting 
a transaction on an cxchxngc~ (iricluding, among other things, m y  
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system of co~rmmication to or from the exchauge, by ticker or 
otherwise, rnaintained by or with the consent, of the exchange), 
and an right of the exchazge to the use of any property or service. 

(3) h e  t e ~ m  " nlernlber when used with respect to an exchange "Member:' 
means any perron who is permitted either to effect transactions on 
the exchauge without the sewices of another person acting as broker, 
or to make use oi  the f~cihtles of an ecchnnge for transactions 
thereon without paynleut of n commission or fee or w ~ t h  the payment 
of a com~usslon or fee vhich is  less tttnn thaL charged the general 
~~ubl ic ,  arid includcs any firm traaacting a bushiess us broker or 
dealer of ivhich a member is a partner, and any partner of any 
such firm. 

(4) The term '' broker " means any person engaged in the business ''Brok." 

of effecting transwtions in securities for the account of others, but 
does not izclude a bark. 

( 5 )  The term '' dealer " means any persou engaged in the busi- 
ness of buyin and selling securities for his owl1 accurmt, through 
a broker or ofherwise, but docs not include a bank, or any person 
insofar as he buys or sells securities for his own account, either indi- 
vidually or in s o m ~  fiduciary u p c i t y ,  but not as a part of a regular 
business. 

(6) The term 'L hank " means (A) a banidng institulion organized 
under the laws of the United States, (B) a member bank of the 
E'eded Rr~ervc System, (C) any other banking institution, whether 
incorporated or not, doing business under the laws of any State or of 
the Urriteci States, a substnntial portion of the business of which 
corlsists of receiving deposits or exercising fitluciary powers simi- 
lar to those permitted to national banks under section l l ( k )  of the 
Federal Reserve Act, us amended, and which is supervised and ex- 
amined by State or Federal authority having supervision over banks, 
and which is uot operaLed for tho purpose of evading the pm- 
visions of kirk title, m d  (D) a receiver, conservator, or other liqui- 
dating agent of any institution or fkm included in clauses (A), (B), 
or (C) of this paragraph. 

(7) The term " director " rrleans any director of a corporation or 
any person performing similar functions with respect to any organi- 
zation, whctl~er incorporated or unincorporated. 

( S )  The term " issuer " means any person who issues or proposes 
to lssue any security; except that; with respect to certificates of 
deposit for securities, voting-trust certscates, or collateral-trust 
ctxrlificates, or with respect to certificates of interest or slrares iu an 
unincorporated investrue~lt trust not having a board of directors or 
of tire fixed, restri~:ted management, or unit type, the term " +suer " 
nieans the perxon or persons perfornuing the acts and nssumm the 
duties of depositor or r:iauager pur-suitut to the provisions of the 
trust or other agrwment or instrument uuder which such securities 
are issued; and except that with respect to equipment-trust certifi- 
cates or like securities, the term " issuer " means the person by whom 
the equipment or property is, or is to be used. 

(9) The term "pysqil" mearls afi ihividual, a corporation, a 
purtnership, an assoc~utlon, a joht-stock company, a business trust, 
or an unincorporated org~iza t ion .  

( 10) The term LL~wur i ty  " rrleans any no&?, stock, treasury stock, 
bond, dek!rtture, certificate of interest or participation iri any profit- 
sharing agreerrient or in any oil, gas, or other mineral royalty or 
lease, any collateral-trust certificate, preorganization certificate or 
subscription, trarisfuraMe share, irivestruerlt contract, voting-trust 
certificate, certificate of deposit, for a security, or in general, ar~y 
instrument conimciiily kiiowti as a "security "; or. :my certificate of 

"Dealer." 

Exclusions. 
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interest or participation in temporary or interim certificate for 
rcwipt for, or warrant or r:ght to subscribe to or purckase, any 04 
the foregoing; but shall not iriclude currency or any note, draft, bill 
of excliange, or banker's acccptancc? which has a maturity at  the 
t i e  of issuance of not exceeding vine montls, exclusive of days of 
grace, or any renevval thereof the maturity of which is likewise 
limited. 

" ~ q ~ t s - ~ ~ f i i ~ . "  (11) 'L'he terw " e,quity security '' llleitrls an stwk or similar secur- 
ity; or any security convertible, wit11 or witlout co~rsideri~tion, inti) 
stxch a security, or  carlging ~AJJ warrnnt or right tn sulst:rilx: t o o r  
p~u.chuse such a security; or any such warrant or right; or any other 
security which the Comrrrission shall deem to ;be of similar nature 
and consider necessary or appropriate, by such rules and regulations 
as it may prescribe in the public interest or for tlie [)rotection of 
investors, to treat as an thiiuity security. 

r i t ~ , x ; ~ p . 4 & d e m ~ ~  
(12) The term '' exempted security " or " esernpted securities " 

~ u ~ . t ~ r i l t o s _ ~ ~  shall inc1ude securities which we direct obli ntiorrs of or obligations 
guaranteed as to priuciput or inttcrest by lghc United States; such 
securitiei: issued or guaranteed 9 corpor&tioris in which the United 
States has a direct or indirect ~ntefest as shall be designrlted for 
exerirption by the Secretary of the Treasury as riecrssarg or appro- 
priate in the pubiic interest or for the protection of invesiors; securi- 
ties which are direct obligatioris of or ohliga6ons guaranteed :IS to 
principal or interest by a State or m y  political subelirision thereof 
or any i~gency or kstrtuilei~tality of a State or any political subclioi- 
sion thereof or anT nlunicipd corporate instrurncntality of orie or 
more States; and such other securities (which may include, among, 
others, auregktcred securities, the market in wkricil is predominantly 
intrstat,,?) as the Co~mnissiori may, by such rules nncl regulations as 
it deems necessary or appropriate in the public interest or for the 
protection of investo13, e~ther unconditionally or upon specilic.d terms 
anii conclitions or for stnteil P..;.ocls? exempt f ~ o t i ~  the operation of 
m y  one or more provisions o thls t~Lle wliich '1)y their terms do not 
apply to an " exempttttl su?curity " or to "exempted securities." 

"Bu;'' '.Pu'. (13) The terms " buv " a i d  '' pu~xhme " each include arty contract 
cliaes to buy iurchase, or otherwise acquke. 

' . . ; u r r  and "d l . ' .  (14)) \'he terms " sale and sell '' each iriclude any contract to 
sell or otherwise dis ~ o s e  of. 

''co-on '' (15) The term " d o ~ ~ k i s i o n  " means the Securities and Eschauge 
Corunussio~i ostablisl~eil by section 4 of this title. 

,'Shte " (16) 'l'he term " State " means any St:ite of the 'CTiited States, the 
Distrlct of Columbia, bl:~ska, I-Iawaii, PuerLo Ricu, t,tri+ I'hilippine 
Islt~nds, tlle Canal Zone, the Virgin Islm(ls, or any other possession 
of t~he United States. 

' ' Iu t s r s t s to  c,om- (17) The terrrr " interst,& conimerce " nlellus tradc, colrinlerce, ma),)' 
transport,ation, or cornrntu~ication aniong tho several States, or 
bctwcen any foreign countm and any State, or betwpen any State 
and any ril:;ce or sfiip oulsic&b thereof- 

t , ~ ; ~ ~ t : ~ ~ g ~  
(b) ?11e Go~i~i~lissio~l and the Federd Reserve Board, as to rnattclrs 

tecimical, md t rdd within their respective jurisilictions, shall have power by rules and 
tot'~11 rogulatiotrs to define teclmical, tradc.: aud ~ccounting tenna used 

in this title insofar xs such definitions are not inconsistent wit11 the 
provi&ris of this title. 

B r ~ ~ ~ ~ ~ ~ , " , " l ~ ;  . (c) No provision of this title shall apply to, or be decrned to 
oillo~ily llioriided fix. ~~iclude, any executive depar t~n~nt  or indcpe~~clli~rlt cstablislinlt?nt of 

the United States, or any leridirig agency xv~icll is wli~lly owuctl, 
directly or inclirectly, by the Ur~itetl States. or nny ofiiier, :ryent, or 
c.mplovec: of suc11 tlcpnrtnicnl, establisl~mcnt or agenr7y, acting 
in tiie'course of-his ollicial duty as such, nrilcss fiucli provision m&ee 
specific reference Lo suctr depart~iici>t. c.stabiisliriiei~t, or ageiicy. 
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8ECUIUTLES AND EYCIZANCE COMMISSION Gscuriticr- and Ex- 
c2irmgo commwr,on. 

SEC. 4. (a) There is Iicrehy establlhed a Securities and Exchange Es"lisbm*"t, cam- 

Commission (hereinafter referred to as the '' Cornmission ") to be Ftion'ate. 
cornposed of five conu~lissior~ers do be appointed by the President 
by and with the advice and consent of tho Senate. Not more than 
ttlree of such crjinissioriers s11aIl be members of the same political P O " 1 ~ ~ v ~ ~ o n .  

party, and in making appointments iiienll>ew of different political 
partles shall be :~j!poinhd alternately as nearly as may be practi- 
cable. Xo comissioirer shall eng?ge in any other business, vocation, oaot emplo~ment. 
or omplogmcnt than that of servmg as coiiiil~issioner, nor shall any f$ian?-ions 
comx~issioner participate, directly or indirectly in any stock-market 
opemtions or transactions of a cilaracter subject to regulation by 
t l~e  Coiiur~ission pursuaiit to this title. Each commissioner shall 
receive a salary at; the rate of $10,000 a year and shall hold pEce 6-1-Y tarmofo%cs, 
for a term of five years, except that (1) any comissioner appomted vdcnncies'etc. 

to fill a vacaucy occurring prior to the ex iratioil of the term for 
which his predecessor was appointed, shi& 'be appointed for tho 
renlainder of such teriu, and (2) tlle terrxis of ofice of tile corrmis- 
sioners first taking office after the date of enactirlent of this title 
shall expire, as designated by the President at  the time of nomina- 
tion, one at the end of one year, one at the end of two years, one 
at the end of three years, one at the end of four years, and one at  
the end of five years, after the date of enactinent of this title. 

(b) +The Cormlission is authorized to appoint and fix the corn- other omwrs, ex- 
pensation of such officers, attori~eys, exarmners, and other experts @rh,Otc. 
as may be necessary for out its functior~ under this Act, 
witllout regard to the provisions of other laws applicable to the 
employment and cornpeiisation of officers arid employees of the 
Uuited States, and the Curlunission may, subject to the civil-serviw E m ~ l o y ~ .  

laws, appoint such other oficers and employees as are necessary in V''1.~p'1003' 
the execution of its furti:tions and fix thoir salaries in accordance 
with the Ciassilication Act of 1023, as smenllod. 

'TlUNSAC'rII'IONY OH UHXEOISTEkEI) EXCHANQES Unregistered ex- 
obangss. 

SEC. 5. I t  sliall 1)e u111a1~fu1 for any broker, dealer, or exchange, s , " , ~ , $ ; ~ , ~ n ~ :  
directly or iudirectly, to roske use of the rriails or any means or state m-em in 

instrmiientaiity of interstate cornlrrerce for the purpose of using any $~~&,wtioD On, 

facility of an exchange within or subject do tlie jurisdiction of the 
United States to offect any transaction iu a security, or to report 
any such transadion, urlless such exchange (1) is registered as a 
national securities escl~aiige under section 6 of this title, or ( 2 )  is 
exempted from such registration upon appliatiori by the exciiauge i z p m ~ t i o n s  author- 
hcause, in the ophiion of t l~e  Co~iuilission, by reason of the limited 
volun~e of transaci.ions ef~eckd on such exchange, it is not practi- 
cable and not necessary or appropriate in tlle public interest or fol 
the ~irotection of investors to require such registration. 

R11CIBTHA'rIOX OP NA'I'lONAL SECUlliTlES BXOHANGES Regislration of as- 
t iowl sscuritier ex. 
0tiaUb.~. 

SEC. 6. ( R )  Any exchange may be regislered witli tlie Commission kuimments.  
as a ~latiorlal securities excllange under tile terrus and co~~d i t i on~  
hereinafter proridcd in this section, by filirig a registmtion state- n e g i ~ t r a t i o ~  
lne~it in such forril as the Coirinlission rnay prescribe, contaiiiing the ~ ~ ~ ~ ~ " e n t Y  
agreements, setting forth the information, and accompanied by the 
docunlents, below specified : 

(I) Aq ag~ecli~ent (wllicll sllall not be coxistrued as a waiver of 
anr  eonst~tutional right or anv right to contest tlle validity of any 
rufe or regulation) to c(~niply,"and to enforce so far as is ivitl~iu its 
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powem c*ompliancc. by its iricnitxrs, with Uie provisions of this title, 
and any :rnicn&ncnt theretu m d  m y  rule or regdation ruade or to bt, 
made ~hci~uiider ; 

(2) Sucli data rw to its organization, rules of procedure, a d  mem- 
bership, and such otlicxr inforulation as tho Conrurission irlay hy rules 
and regulations require as being necessary or appropriate in the 
public irlterest or for the protection of investors; 

( 3 )  Copies of its constitution, artides of incorporation with all 
amendments thereto, and of its existing Lylaws or rules or insttw- 
ments corresponrling tl~ereto, wliatever tho name, which are herein- 
after collcctiv(~ly referred to ss the "rules of the exchange "; and 

(4)  A n  agreement to furnish to the Coniruision copies of any 
amendments to tlie rules of  tlie exchange forthwith upoll their 
adoptio~r. 

1 
(b) Ko registration shall be granted or xnrnain in force unless the 

chan~e. rules of tlre exchurlgo includp provision for the exl>iilsiorr, suspension, 
or disciplining of a rne111kr for conduct or proceeding ilicorrsistent 
with just and equitable principles of trade, and declare that the 
willful violation of any provisions of this title or my rule or regula- 
tion tfic!reumder shall be corrsidcred conduct Qr proceeding kcon- 
sisterrt wit11 just and equitable principles of trade. 

lidoption of (c) Nothing in this title shalt be construed to prevent any exchange 
tional rvles by s- 
~lml ige .  fi-om adttpting arid enforcing ally rt~le not iriconsistc:nt with this titlr) 

&lid t11~ rules and regulations thereunder and the applicable laws of - - 
the State in ~ l i i c h  it-is located. 

Cowinissi,rrr author- 
ity t o  wanL regblm- 

(d) 1: i t  appears to the Cornniission that tho exclian 70 applying 
tion for r*~stmtion is so organized as to be able to eonipfy with tire. 

~rovisions of this title and the rules and realations thereunder and ' - 
that t l ~ o  rules of the exchange are just ang  adequate to insure fair 
dealing and ta p r o k t  investors, the Cornmission shall cause such 
exchange to LKI registered as a national securities exd~ange. 

Order tn b+ mafie 
uitkm ~ U ) I ~ B  

(t:) Within thirty days after the filing of the ap >lication, the 
Coimksion shall eriter an order either granting or, aiter appropri- 

HWJ~IK whm do- ate notice and opportunity for hearing, denying regi5tration as a 
uid. national securities rxchange, urdess the exchange applyrag for regis- 

tration drall withdraw its application or consent to the Conmiission's 
deferriug action on its application for a stated longer period after 

d ~ ~ ~ ~ ; ; & ~ i ; , " ~ , " , ;  the date of filing. The filing with the Commission of an applicatioti 
+~uenammts P o r  - for rcgistratiou by an exchange shall be deemcii to have taken place 

~ l i l t ~ d  upon tilo receipt: thereof. Amendments to an application may be 
made upon such ter~ris as the Commission may prescribe. 

; &  (f) i h  exchange niay, upon appropriate application in accordance 
with the rules ard regulations of the Cornmwsiorr, and upon sucli 
termas as the Corrunission nray deem necessary for the protection of 
investors, withbnw its registration. 

Margin require 
mats .  

W O f N  I crX1mNm 

egi$ oIbgfi;i;; 
SEC. 7. (8) For the purpose of preventing the excesive use of 

rrxntard w i t y  to  rreilit for the purchase or carrying of sec~rrities, the Federal Reserve 
'''IXwriW. Boarii shall, prior to the effective date of this seclion and from tilrie 

to timc thereafter, prescribe rulrs and regulatiosis with respect to tlie 
arrlount of credit that may k? initially sxtc,nded rind subsequently 
n~aintu.ined on any security (other than aan exelnpted security) regis- 

M a r g h a l r o ~ u i r o -  tered on a natio~lal sccurities exchange. &'or the initial extension of 
UIUn'Y~dnrd. credit, srich rules and regulations sliall be bnscd upori the following 

staudard: An arrrourit not greater than wliichever is the higher of- 
( 1 )  55 pvr centum of the currcut market price of the 

se':uritg, or 
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(2) I O U  per ceutum of tile lowest market price of the security 
during the preceding thirty-six calendar montlts, but not more 
than 75 per cexitum of the current market price. 

Suck rules and regulatioiis may make appropriate provision with ,z&y;~kz; 
respect to tile carrying of uridennargined account for l i i t e d  w~th&arvnls.a*. 
periods and wider specified conditions; the withdrawal of funds or 
securities; the substitution or additional p~lrchases of securities ; the 
transfer of accounts frorri one lender to another; special or different 
margin requkenlents for delrryed deliveries, h a r t  sales arbitrage , h ~ ~ ~ d , ~ ~ ~ i ~ .  

transactions, and securities to which paragraph 2) 02 this sub- 
section dots not ~ p p l y ;  Lhe base  and the methois Lo be used in 
calculating loans and margins aud market prices; and similar 
administrative adjustments and deta2s. For the purposes of para- 
graph (2) of this subsection, until July 1, 1936, the lowest price p ~ ; t w ~ ~ t ; w e ~ t  
at which a security has sold on or after July 1, 1933, shall be con- 
sidered as the lou~cst price at which such security has sold during 
the preceding thirtr-six calendar months. 

(b) ~otwlthstaridirig the provisions of subsection (a) of this ,Ep";y;Zfz;; 
section, the Federal Reserve Board, may, from time to time, with standardwmtted. 
respect to all or speczed securities or transactions, or classes of 
securities, or classes of transactions, by such rules and regulations 
(1) preserihe such lower margin requirements for the initial exten- 
sion or maiiite~iance of credit as it deems necessary or appropriate 
for the accomodation of commlerce and industry, having due regard 
to the general credit situation of the country, arid (2) prescribe 
such higher margin, ret-jnirements for the initial extension or mainte- 
nance of credit as it niay deem necessary or appropriate to prevent 
the excessive use of credit to finance transactions in securities. 

(c) It shall lx urrlawfill for any mernber of a national secririties Umwhrl &it er- 
excllange or any broker or dealer who trmsacts a business in securi- Zig? " a~ 
ties through the medium of any such meinhr, directly or indirectly 
to extend or maintain credit or arrange for the extension or mainte- 
nance of credit to or for any customer- 

(1) On any security (other than an exempted security) registered 
on a nutio~al securities eschan c, in contraventio~i of the rules and 
regulations which the Federal %serve Board shall prescribe under 
subsectio~is (a) and (b) of this section. 

(2) Without coL{ateral or on any collateral other than exempted ,p",',"gtj:~ yedd2 
securities and/or securities registered upon a national securities n a v e  -6 m, 
excban e, except ill accordance with suell rules and regulations as Prescrih. 
the Fe$eralRerrve Board may prescribe (A) to pin& under 
specified conditions and for n limited period any such member, 
broker, or dealer to maintain a credit initially extended in con- 
for~riit,y with tlie rules and regulations of the Federal Reserve Board, 
and (B) to permit the extension or mainterlance of credit in cases 
where the extension or maintenance of credit is not for the purpose 
of pur.chasing or carrying securities or of evading or circumventing 
the lirovisio~m of paragraph (1) of this subsection. 

((1) It shall he unlawful for any person not subject to subsection B,","~~~~;;v~;t e& 

(c) to extend or maintain credit or to arrange for the extension or sionofprovmons 
maiiitenance of credit for the purpose of purchasing or carrying 
nny security registered on a national secwrities exchange, in contra- 
vention of such rules and re ulations as tlie Federal Reserve Board 
shall prescribe to prevent t f e  excessivd use of credit for the pur- 
chasing or carrying of or trading in securities in  circumvention of 
the other provisions of this section. Such rules and regulations m:ty , i ~ O n ~ ~ ~ l ~ ~ $  

irripiise upori :ill lonus mnde for the purpose of purchasinf: or caTry- =;yb:tc ,regh*al 
ing securities rc?gisr.ered on national securities exchanges rrnitatioris 
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similar to those imposed upon rnernk~s, brokers, or dealers by st&- 
section (c) of this section and the rules a~ id  regulations thereunder. 

Lo8rfito wfiiehrqu- This s~~bsectioxi and the rules and regulations thereunder shall not iiitioris m t  appllcablo. 
apply (A)  to a loan made by a person not in tlie ortlinafy co~rrse 
of his business, (B) to a loan on an exempted securit~, (C) to a loail 
to a dealer to aid in the financing of the distribution of securities 
to customers not through the medium of a national sceurities 
exchange, (D) to a loan by a bank on a security other tli:ln an equity 
security, or (E) to sueh other loans as tke Federal Reserve Boarct 
shall, Iby such rules and rpgulatlons ns x t  may deem nccessary o r  
appropriate in tlic public interest or for tlie protectioii of investors, 
exempt,, either unconditionallv or upon speciGed teriris a ~ i d  condi- 
tions or for stated periods, from the operation of this subsection 
arid tlie rules and regulations thereunder. 

section 4 (e) The provisions of this section or the rules and regulations 
rcgulirtions tharsundu 
sm: apply. thereurider shall not apply on or before July 1, 1937, to any loan or 

extension of credit inade prior to the etiactrnent of Lhis title or to 
the maintenance, renewal, or exlension of ally such loan or credit, 
except to the extent that the Federd Reserve Board nlay by rx~les 
and regulatiorls prescribe as necessary to prevent the circumvention 
of the provisioris of this section or the rules and regulations tliere- 
under by ulearls of withclrawals of funds or securities, supstitut,ions 
of securiticr;, or additional purchases or by any other device. 

; EEYTItiCTIOBS OK BOPJIUWIXG DY &mMUEIIS, BIIUHEB, AND 9E-18 

broksrs, aod War*. 
SEX:. 8. I t  shall be unla\~ful for any meinber of a national securi: 

ties c!x~change, or m y  broker or dealer who transacts a business in' 
securities through the medium of any such rlemhr,  directly or - 
indlrectly- 

LO= through Fed- (a) To borrow in the ordinary coursa of business as a broker or 
oral Ilesaruo barrks r3e:~lt.r 0 1 1  anv wcuritr (other than an exom~ted seeurltvi r ea t e l ed  -..~-.- -- 

d ~ ~~~ 

on a national sec*:urGi& exchange exee t 11) from ;/ thGugh a 
~ o u m e m b u  b m w  ~uember bank of the Federal Reserve &sterri, (2) from any xlori- 

ngoemenl rajuirwl member barlk which shall have filed with the Federal Rcsserve Bolirtl 
an agrcernerit, which is still in force and which is in the form pre-. 
scribed by Lhe  BOIL^^, undertaking to comply with ail provisiox-is of 

A"t'. 11.15%. this Act, the Federal Reserve Act, as amended, aud the Banking Aet 
of 1933. which are applicable to mcxriber bank  arid which relate 
to the ;so of credit <;finance triuisactioris in securities, and with 
mch roles ariiT regulatious as may ?x prescribed pursua~lt tO sucli 
provisior~s of law or for t l~e  purpose of preventing evasions thereof, 

t i z ~ B ~ d g  rw*- or (3) in acccxdance with such rules and regulations as the Federal 
Reserve Board niay prescribe to permit loans bet~si?r?n such mem- 
bers and/or brokers and/or dealers, or to permit loans to meet 

K ~ t ' u e O ' ~ U B V L e n t .  emergency needs. b y  such ngreeinerit filed wit11 the Federal 
Reserve Board shall be sr~bjcct to termination at  any tirue by order 
of the Board, after appropriate notice and opportu:hty fur hearing, 
becanse of ally failure by such barlli to comply r i t h  the provisions 
thereof or w ~ t h  such provisions of law or rules or regulatior~s; 
and, f4or any willful +lalion of such agreeilient, s~rcli bti~ik shall 
be sublect to t,llc penalties provided for violatioiis of rules arld regw 

p~~pp .BOg .gO1  1:~Lioui prescri'i)etl rmder this title. The provisions of srctiolls 21 
and 25 of this title slid1 apply iu the ease of ally such procccililig 
or order of tlit, Federal Reserve Board in the same nlaririer :IS sitdl 
provis~ons apply in the case of proceedings and orders of the 
Conmission. 

g (b) To p r ~ u i t  ili the ordiiiary course of busiuess as x broker his 
bc-iuk~i aggregate iritlcbtc&ie.;ii to all other pers,ona, including customers' 
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credit balarlces (but excluhig indebtedness secured by exempted 
securities-), to escted such percentage of the net capital (exclusive 
of fixed assets and value of exchange nieiribership) eixlployed in the 
business, but not cxceetling in anv case 2,000 per centum, as the 
Comnission may by rules and regklations prescribe as necessary or 
appropriate in the public interest or for the protection of investors. 

(c) I n  cuntraGelition of such rules and regulations as the Commis- Cornmizwling 01 e m  
sion shall prescribe for the protection of investors to hypothecate ~~~"6.itt~ ,p& 
or arrange for the hypothecation of any securities carried for the W"ent.-W!d- 
account of any customer under circmtauces (1) that will permit 
the eornmingliog otf JGs securities without his written consent with 
the securities of any other customer, (2) that will permit such 
swurities to be corclmingled with the securities of any person other 
than a born fide castomer, or (3) that will permit such securities to fo;isintg gzfg 
te  hypothecated, or subjected to any lien or claim of the pledgee, t h  c,s~,,,,8, , 
for a sum in excesb of the aggregate indebtedness of such custornels "ObtahS 

in  r e p e t  of such securities. 
(d) To leud or mimge for the lenciin of any securities carried ,,%t% c"toxna's 

for the account of any custorner without &e written consent of such 
customer. 

Prohbition against i'I<OBXIWl'XON AGAINST KASIF'ULA'I'IO?r' OF  SECURITY PRICES ,-pa,On ul -- 
t i t ~  prim. 

SEC. 9. (a)  It sEall be an1:twful for any person, directly or indi- U ~ w f u l ~ l ~ ~  

rectly, by the use of the mails or any means or iristrumentality of 
interstate commerce, or of any facility of any nationnl securities 
excl~~nge, or for m y  mcniber of a national securities exchange  

(1) For the purpose of creating a false or misleading appearance , En%r transactions 
of active trading in any security registered on a national securities EA2Cf :z.Ezd;$ 
escha~lge, or a false or misleading appearance with respect to the =wit? 

market for any such security, (A) to effecL any transaction in sucli 
securitv which inirrl:olves no change in the beneficial oow~rership 
thereof, or (B) to enter an order or orders for the purchase of such ..En%dzaed pu- 

security with the knowledge that an order or orders of substantially 
the sanlc size, at substa~~tlally the same time, and at substantially 
the same price, for the sale of any such security, has been or will 
be entered bv or f83r the same or different parties, or (C) to enter f i a ' a O r h .  

any order or'ordcrs for the sale of any such security with the knowl- 
edge that a11 order or orders of substantially the saule size, at sub- 
stantially the sarrio time, and at  substantially the smle price, for the 
purchase of such secu:ity, has been or wi l l  be entered by or for the 
same or diiferent parties. 

( 2 )  To effect, alone or witti oue or more other persons, a series ,&Ba2t;pAio&"". 

of transactions in any security registered on a national securities r i ty~n- .  

excliange creating ~c tua l  or appar-nt active trading in such security 
or raising or depressing the price of sueh security, for the purpose 
of inducing the purchase or sale of such security by others. 

(3)  I f  a dealer or broker, or other person selling or offering for 2&n~;;~i~~ 

sale or purchasiug or offering to purchase the security, to induce the hst to in- 
purchase or sale of any security registered on a national securities "U"deorp""haSa 
exclvange by the circulation or disser~iiriatiori in the ordinary course 
of busiuess of information to the effect that the price of iuy such 
security will or is lilzely to rise or fall because of market operations 
of my one or more persous conducted for the purpose of raising or 
depressing the prices of such security. 

(4) If  a clealer or broker, or other person selling or offering for >idethataternent 
sale or purcliasitrg or offering to piircliase the security. to make? re- b'U""CBP'uchwak 
y d i u g  an-j securitv registered on a national securities exchange, 
or the purpose of inducing tlie purcliase or sale of such security, 
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any slutemexit which %as at the ti~no anti ul the light of the circum- 
stances under which ~t was rnade, false or mleading with respect 
to any material fact, and whrch he h e w  or had reasonable ground 
to bi+iieve was so false or misleatling. 

Ckculsta, lot a mn- 
~iiorBtion, yrdctiouJ ( 5 )  For a cor~sideratio~i~ received &.ectly or indirectly fro111 a 
01 P n m c h g s .  dealer or broker. or other person selling or offering for sale or pur- 

chasiug or offer$# to pur~hase the seckity, to induce the pt~rcilase 
or sale of any security regislored on a national securities exchange 
by the circnlatiorl or dissemination of information to the eBect that 
the price of any such security will or is likely tb rise or fail bccatise 
of the market onerations of anv one or nlc~re persons co~td~cted for 

F ~ g g i r l ~  01 mnct? 
tlli? p111-pose of %sing or depr~ssirtg the p i e l  of such secyity. 

i,riu*sincon~ravent,o,, (6) '110 effect either alone or with one or nrore other persons anv 
olreauinuom, serlw of trarlsactioris for the purchase and/or sale of any security 

registered on a ~lational securities exchange for the purpose of peg- 
ging, fixing, or stabilizing tht? price of such security in contraven- 
tlon of such rules arid regulations as the Commission tnay prescribe 
as rleccssary or appropriate in tlie public interest or for the pro- 

Enwt tr&a8&ctiom 
tection of kivestors 

in mMec~lon ~ i ~ b  (b) It shall be unlawful for any persoil to effect, by use of f~ny 
t'~=,ete,onuLf-~a fae ik t~  of a natjol~al securrties exchange. in contravention of sucli 

rules und regulations as t,he Co~rLmissioG ;lay prescribe as necfissarv 
or appropriate in the public iuterest or for the protection df 
investors- 

(1) any transaction in counection with any security whereby any 
party to such transaction nciluires any put, call, stmildle, or other 
optlon or rivilcgo of buyin the security from or selling the secur-, 
ity to unot!er witltout bemgtound to do so; or 

(2) :my tra~isaction in corulcction with any security with relation 
to which he has directly or indirectly, any interest in any such pat, 
call, straddle, oitiorr, or privilege; or 

(3) m y  transaction in any security for tho account of any person 
who hi: has remon to believe has, axid who actually has, directly or 
indirectly, any jllterest in ariy such put, call, straddle, option, or 
privilege with relation to such security. 

Rules ~ o r e r n i n g  
muurn& ol optious (c) '11 shall be unlawful for any member of a national securities 
may be ~ m r r l w .  exchallge directly or in&rectly to endorse or guarantee the pcrform- 

nnce of any put, call, straddle, option, or privilege in relation to any 
socurit,y re istered on a x~ttional securities exchange, in contravention 
of sucli rufes a i d  regulations as the Corrlmissiori nisy prescribe as 
ucressa1-y or appropriate in tho public interest or for t,he protection 
of investors. 

(d!, The t e r m  " put " " call ", "straddle ", " option ", or " priv- 
rity. item as used in this srition shall not jlllcl~~de any registered xar-  

rant, right, or convertible security. 
w$t:$uU;r (0) Any pels011 who willfully particip:~Les in any act or transac- 
r&yi2 p r o m m  tion in violation of subwction (a),  (h), or (e) of this section, shall 

be liable to anv mrson who sliall ~nrcllase or sell artriv securitv at  a 
price which wasXffected by sucfl i c t  or trz~nsaction, and the 
so m j ~ r e d  may sue in law or in equity in any t.oi~r.t of competent 
jurisdiction to recover the ilnnlages sustained as a result of any such 
act or transaction. I n  any sucli suit tlitt court may, ill its discretion, 
rcquire an  urrder-taking for tlic payrlient of the costs of such suit, 
and assess reasonaltl~t costs, iuclutling rcmnable attorneys' fees, 
agniust either pa%y litigant. Erery person rlro bcrort~es liable to 
make any payment under this sub sect lor^ ma recover contribution 
as in ciiscbs of contract froru any person who, if  i ,  the origirlal 
suit, ~ v o d d  ha\.? h e n  liable to make the same pnyrncat. Ko action 
sllali be maintailled to enforc? any liability created urider this section, 
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unless brought within one year after the discovery of the facts con- 
stituting the violation and within three years after such violation. 

(f). 'l'he provisions of this section shall not apply to an exeulpted E a ~ ~ ; ~ l ~ ~ ; d ~ g  
security. curitian. 

m U L A I I O N  UP T E E  USE O F  M A h T r I L Z  AND DEEmTPE D E P I m  E w e t i o n  ofthe Rm 
01 xmmyulslive and 

SEG. 10. I t  shall be unlalvful for any person directly or indizectly, d'%2%2r 
by the use of arry rneans or instrumentality of htemtate commerce or 
of the lnah,  or of any facility of any national securities exchange- 

(a) To effect a short sale, or to use or employ any stop-loss order ea& shm ~e or 
in com~ection with the purchase or sale, of any security regi&red on ern~ioy slop!- order 

in ~nlravention olrsg- a national securities exchange, in contravention of such rules and bt lmios .  

regulations as the Commission may prescribe as necessav or appro- 
priate in the public interest or for the protection of investom. 

(b) To use or employ, i< cormection with the purchase or sale of sp$vt,Y~~ dg; 
any zcudty  registered on a national wurit irs  exchange or any n y ~ , , & v i ~ , ~ k  

security not su registered, any manipulative or deceptive device or 
contrivance in contravention of such rules and regulations as the 
Conlmissio~l may prescribe as necessary or appropriate in the public 
iuterest or for the protectioli of investors. 

8ECBBQATION AHD LIMI'IAllON OX FONCPIONB OF 36MBImt3, BBOtCEPS, l a ~ ~ l F $ m ~ ~ ~ h ~ i  
AND DEALERS memks, brokm, and 

won. 

Src. 11. (a) The Commission shall prescribe such rules and regu- ti2g c&s&": 
latiom as it deemb necessasy or ap ropriate in the public interest or 
for the protection of investors, PI) to regulate or prevent floor r k m c .  
trading by mernbers of national securities exchanges, directly or 
indirectly for their own account or for discretionary accounts, and 
( 2 )  to preverlt such excessive trading on the exchange but off the , ~ c g ~ ; $ t n ~ O ~ ; ° ; ~  
floor by mentbers, directly or indirectly for their own account, as the am.. 
Comnission may deem detrimental to the maintenance of a fair and 
orderly market. It shall be unlawful for a m e m k  to effect any ~ u r i t y t m t m c t ~ o n s  
transaction in a security in contravention of sucli rules and reguls, &bz%?;$%- 
tions, but such rules and regulatiotls may make such exemptions for $ $ ~ g ~ ~ ~ m & , ~ -  
arbitrage transactions, for transactions m exempted securities, and, 
within the linlitations of subsection (b) of this section, for trans- 
actions by odd-lot dealers and specialists, as tho Cornmiusio~l may 
decrrl necessary or appropriate in the public interest or for the 
protection of investors. 

(b I'r71m not in contravention of such rules and regulations as %btintion of add- 
the &omruiaion niay prescribe as necessary or appropriak in the 
public interest or for the protection of investors, the rules of a 
national securities exchange nlay permit (1) a nlerr~ber to be regis- 
tered as an odd-lot dealer and as such to buy and sell for his own 
account so far as may be reasonablv necessary to carry on such odd- 
lot transilctions, and/or (2) a mc~nber to be registered as  a specialist. s-&, dealings 
If  mlder tile rules and regulations of the Con~mission a specialist is Iirmtsd. 
permitted to act as a dealer, or is limited to acting as a dealer, 
such rules and regulations shall rcstrict his dealings so far as practi- 
cable Lo those reasor1aGly necessary to perruit him to ulaintain a fair 
and orderly market, and/or to those necessary to pernlit him to act 
as an odd-lot dea11:r if the rules of tho exchange permit him to act 
as an otld-lot deal.er. I t  shall be unlawful for a specialist or an ,zdz&gtp9," 
official of the excllange to disclose infor~iiation in regard to orders cinlist,etc 
placed with such specialist which is not available to all meinhrs of 
the exchange, to any person other than iln official of the exchange, a 
reprcsentatlve of the Co~rimission, or a specialist who may be acting 
for such specialist; but the Con~mis~ion shall have power to require 
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disclosure t,o d l  members of the exchange of a11 orders placed with 
sp~iaslisl,s, under such rules and regulations as the Colrunission iiiay 
prescrila as net-essary or appropriate in llie public interest or for 

iufpGy = b m w  the protectiort of investors. I t  sti:ill also be unlawful for a specialist 
acting :IS a broker to effect on the excliange any transaction except 
upo ia  niarket or limited price order. 

(c) If lsecause of the limited volme of t.mi~sactions cffwled on an 
exchange, it is in the opinion of the Coriimissiou impracticable and 
not ncccssary or appropriate in tlie public inter& or for: tbc protec- 
tion of investors to apply any of tlre forr.gomg provcs~ons of this 
section or the rules aud reuulations thereuiitler, the Commission slid1 
have power, upon appiicai%n of tile excliangc and on a showing illat 
the rules of such exchange are otherwise adequate for tile protection 
of mvcstors. to exentpt s;ch exchange and its rnemhrs fiom any such 
provision o; rules a i d  regulations.- 

Donlcr-broks. 
LivuLnL,on on Imu 

(d )  Tt stiall be unlawful for a mtlrrrber of a natioilal securities 
tiow 01. rxchnn'm who is hoth a dealer and s brolter. or for anv person who - - . .. -.. both - - ~ 

,. a broker and a dealer tra~~nsacts & k,usiness-in swilrities 
t h o u  '1 tilo medium of a niemhr or otl~crwis~, to effect through the 
use opany facility of a natiorid securities exchange or of tile mails 
or of a.uy xlwAns or iustrumentalit of interstate cornmcrce, or other- 
wise isi the case of a mmriber, 6) any tr~nsactio~i in connection 
with vvhich, dircctly or indirectly, he estcnds or. u in t a in s  or 
arranges for the extension or nuamtensrice of credit to or for a 
custorner on any security (other tlntu an exerrrpted security) which 
was a part of a riew issue in tlie distribution of which he participutetl 
as a member of a selling syndicate or grotit) witifin six montlis prior, 

Z9oaiao cr&t to svch tramaction: Provided, That crediL shall not be deemed 
cntenilod by reson of exteniled by reason of a bona fide delayed delivery of :lug such 

security against full paymeut of the entlrc purchase price thereof 
upon such delivery wlthin thirtg-five days after sucli purchase, or 

Dm1*"iu'1'br0ks'3 (2) any transaction with respect to any security (other than an ii,lem\t 
exempkd security) unless, if the trausaction is with a cristoiner, 
he discloses to such customer in writing at or before the complelion 
of tho tr:~osacLion whether he is actlng as a dealer for his own 
account, as s broker for such custorficr, or as a broker for sonic other 
p'rson. 

f y ;  (e) 'rho Commission is dire(.ted to make a stndy of tlie feasibility 
broker functions to be ~krld advisability of the co~npletr segregatiori of the fuucti~ns of 
made. {l~aler and broker, and to report, the rrsu1l.s of its study and its 

retornr~iendatioi~s t,o t,lic Congress on or before January 3, 1936. 

Registration require 
~oon t s  for seruritim. 

~ , C I S ~ I W ~ I O X  R E Q U ~ ~ N T B  FOIL S E G U I I I T ~ ~  

Trilnsnctiom h t m ~  
e l s i t i , , .  SEC. 12. (a) I t  shall be unladul  for an>- menil)er, broker, or dealer 
2;:'~ gmpt**  m u -  to eff~;ct any transaction 111 any security (otl~er tliari a11 exempted 

security) on I Y B ~ ~ O I I : ~  securitlm exchancre unless a registration is 
effective as to such security for such euc?iarige in accordance with 

R%$tratiuu appirm- 
tho provisions of this titlc and the rules and regulatioiis tlicreunder. 

tiill, (b) A. security may be register14 on a nntiorial seciirities esctlange 
by the Issuer filing an applici~tion wit11 the exc2iange (arrtt GLirig 
with the Connuisslori such duplicate originals tlicreof LS the Corn- 
missiiou mav require), whiclr applicatioi~ sllall contain- 

Dstiuied inlormiltion 
r q u m d .  

(1) ~ u c l ;  information, in s~c l l  detail. as to thc issuer and any 
pcrsor~ directly or indirectly c.o~~trollirig or controllcit by, or under 
din14 or indirrhc:t coniniorl control witlt, tlic isucr, a id  ariv guar:tntor 
of tlie sccurit,y as to principal or inte~.rst trx both, :ts the &ulirnission 
rnag by rules and regulations require, ns necessary c ~ x .  appropriate in 
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the public ~iitcrtlst or for the plote~lion of inlestors, in respect of 
the followlilg : 

(21) the organiation, finaucid structure and nature of the 
busiuess : 

(B) tlie t o r n ?  position, rights, and privileges of the different 
classes of wicur~t~es onktailiting ; 

(C) the Icrnrs: on which their securities tlre to be, and during 
the precciling three years have ken ,  offered to the public or 
otherwisa : 
(1)) tiId d::r.octors, o~ce r s ,  and ~ d u r w r i t ~ r s ,  an3 eactl security 

holder of record liolding more than 10 per centurn of any class 
of any equity security of tile issuer (other tlran an exempted 
securit ) , their re~nuneration and their interests in the securities 
of, anc~their niatcrial contrack with, the issuer a ~ i d  any person 
directly or indirectly controlling or eoi~trolled by, or uuder 

and officers exceed- 

in respect of their 
securities; 

(I) balance sheets for not more than the three recedin 
fiscal years, certified if required by tile rules and reg&tlom 03 
the Co~nmission by independent public accounta~lts; 

(J) profit and loss state~nents for not more than the three 
preceding fiscal yearn, certified if required by the rules and 
regulations of the Commisslort by independent public account- 
anti: and 

( g )  any further financial statements which the Commission 
may deem necessary or appropriata for the protection of 
invr.-;.torq -- - - - - - -. 

( 2 )  Such copies of articles of incorporatiori, byIaws, trust iuden- 
tures, or corr-espo~iding clocurnents by wlmtever name known under- 
writing arrtmgenlents, and other similar docutneuk of, and voting 
trust agreeillelits with respect to, the issuer and any person directly 
or indirectly wntrolling or controlled by, or under direct or indirect 
coxurton control vvith, the issuer as the Commission may require as 
necessary or appropriate for the proper protection of investors and 
to iusure fair dealing in the security. 

(c) If in the judgm~nt of the Conmission any infornultion 
required under subsectior~ (h) is inapplicable to any specified class 
or classes of issuers, the Conunissiori shall require in lieu thereof 
the subnlission of such other information of comparable character 
as i t  mag deem applicnble to such class of i s s~ r~ r s  

- .. - - -. 
(d) I f  the excliange autl~orities certify to the Comnlission that the 

security has bee11 approved b tlie exchaiye for listing and registra- 
ti015 tile reg.stmtmn sirall iecome effecti~e thirty days after the 
receipt of sucll cerlification by the Co~nntission or mthin such shorter 
period of t h e  as the Coiil~nission may determine. A security regis- 
tered with a nationul securities' exchange ma be withdrawn or 
strieker~ from listing and 1'c)gislration in accor&ice with the ~ I I I ~ F .  . - 

Documents to be 
Bled with CoDlmkJm 

Further m m t i m .  

Registration afle~tivo 
30 dam after rroaript 01 
BI-8 ctritincjre. 

notice. 
- . . . . - -- -- 

of the exciiange aud, upon siCh t e r m  as the Conrmission may deem 
necmarg Lo impose for the protection of investors, upon application 
by the issuer or the exchange to the Commission; whereupon the 
issuer shall be relieved froin further compliance with the provisions 
of this section and section 13 of this title and any rules or regulations PCb',~.8% 
under such ssectiorls as lo the securities so witlidrawn or stricken 
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An ruli~sucd security may be registered only in accordance with 
such ruies and regulations as tlle Collunissior~ may prescribe :IS 

nrsesm1-j or a propriate in tlie public interest or for tlie prqkction 
b ~ ~ ~ I M ~ f  

of investan guch rules and regu~atiovr shaLi finlit the regidration 
of an uliissoed sccurity to cases where such security is a right or 
the subjt>ct of ti right to subscribe or otherwise acclirire such setwrity 
grarlted to holders of a previously registered security ail11 whcm the 
pmnary purpose o f  such registration is to rlistribub sucb unissued 
securit to sut;h holders. 

(e) gotwitllshnding the foregoing provisions of this section, the 
Conrrmsiion mag by such rules and regulations as i t  deeliis riecessary 
or appropriate in t l~e  public interest or for the protchction of iuvestors 
pennit securities listed on any exchange 3 the t h o  the registration 
of such exchange as a national securities exchange becorr~es effective, 
to be re~istereil for a period ending not + e r  than Jnly 1, l!i:1.',, 
without conielying ?ith the provisions of thls sect~on. 

Triwling in d t r w t  ( f )   lie ~o~xulil~siou IS directed to make a study of trailin in 
SXurill'X, stutly ~ l l < l  
r e w t .  linlistcd securities uporr exdia~lges and to report Liie nsults of its 

st,~~rlv niiil its recornn~endatious to Congress on or before Jaquary.3, 4 - ~ ~ - ~ -  
&;?;$a;l:_""& 1936. Notwitktmrling tho foregoing provisions of this section, tho 
~ u u r t i o n  01 mt ionu l  Co~xuili~:sior~ may, by such 1w1w ilnd regul:itio~is as i t  deezlls neces- 
aacbmxe. sa, , appo,,i,t, for the pmtution of investors, prescribe terns 

an condtt~orls under which, upon the application of any r~etional 
securities excll:inge, such exchange (1) rnay continue until June 1, 
1936, unlisted trailnig privileges to which a security had been adrrtit- 
ted on !mch exchange prior to March 1, 1934, and for sut3l ~111-pose 
cxernpt such security >rncl the issuer thereof from the provisions of, 
this section and sections 13 and 16, or (2) m y  extend until July 1, 
1!1#6, ur~liste:l traJing privilege to any security registered on an 
other national sixurities exclia~ige which security isas listetl on suci 

ststm or socb SBUL. other exchange on March 1, 1'334. A security for u-hicll unlisted 
d*. trading privileges are so cont.inued shall consicleved a " st?urity 

registered on a national sccurities exchange " withim the mcauirig 
of this title. The rules and regulations of the Commissio~i relating 
to such unlisted trading privileges for securities shall require that 

a ions of transactions u on any national secnrities excJ~arige 
%):l tciearlv indicate the digereme between fully listed sccurities 
wit1 secrrrities acix~ttcd to unlisted traitkg pririleges only. 

Pariodicrrl and otbor 
m w t s .  

I'rnilOl>lCAL AND mHEn 1LEronm 

F h s  by muer of SEC. 13. (a) Every issuer of a security registered on a national 
SOCU~IIY, fequird. srcurit:ic.s exchruig?. shall file the informatio~~, docurne~its, :tud 

rc~nirts below specified with the exchange (and shrill file with the 
Commission s ~ c h  duplicate origirlals thereof as tlie Col~lluissior~ 
 my r t~~u i r e ) ,  in accorcla~ice with such rdes and reglllstio~~s as the 
Conuriission rilay prescribe as tiecessaq or appropriab for tlit? 
proper protection of iuvllstors and to irisure fair denling in the 
srcurity- 

(1) Suth info~iuation tlntl doiurncrits as the Cum~nission ~ r i ~ g  
rewrlIrt8 to k e e ~  reasonably curre~lt the lnforlrr~il~on arid docume~~k . . 

W:I~ p11rwunt i o  section 12. 
( 2 )  Suetl amurtl reports, certifieql if required by the rules and 

n:gula,cions of the Commission by independent public accountalits, 
5~11ti snch quai-terly reports, m the Coniruissiorl rimy prescribe. 

~ o r m  of mmrta (b) The Cormnission may prescrih, in rey:trd to reports niade 
~ n ~ r y a n t  to this title, the for111 or for~rrs in whlch tlic rcyrlired infor- 
ulittron sl~all be set forth, the i t em or details to lic sllowu in tlie 
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balance sheet nild tile earning statement, and the methods to br mfJ;aneia' state 

follo\sed in the ljreparation of reports, in the appraisal or valuation 
of assets and liabilities, in tlie deterruination of depreciation and t'an*Om. 
depletion, in the differentiation of recurring and nonrecurring 
irlcunle, in the differentiation of investment and operating income. 
and in the prepu.ration, where the Cou~~uission deerrls i t  necessary or 
desirable, of separate ancl/or consolidated b:tlancc sheets or i~lco~rie 
accounts of any perso11 rlirectly or indirectly corltrolling or con- 
trolled by the iauer, or any person under direct or indirect coirllllotl 
co~itrol with tlie issuer; biI" in the case of the reports of any person 
wllose rnetllods of accountirlg are prescribed under the provisions of 
any law of the United States, or any rule or regulation thereunder, 
the rules and regulatioiis of the Coimiission with respect to reports a ~ ; t $ t d ~ f t h  ms 
shall no1 be iucollsistcnt with the requke~nenls imposed by suc11 
law or rule or regulation in respect of the same subject matter and, 
in the case of carriers subject to the provisions of section 20 i f  the p ~ ~ . u . ~ ~ .  
Interstate Coir~ilierce Act, as anle~lded, or carriers required pur- comrnonarrriers. suant to any other Act of Congress to malce reports of tilt? sarrle 
ge~1e:ncr;ll character as those required under such section 20, shall per- D u e e  , ,B~",",~i  

~ r i ~ t  snch carriers to file with the Co~rimissio~~ and the exchange %%uuhion. 
duplicate copies of the reports and other docurrients filed with the 
Interstate Cormlerce Coniinission, or with the governmental author- 
ity adrllinisteriug sue11 other A d  of Congress, in lieu of the reports, 
infoxmation and docunicnts required under this section and section 
12 in re?:(+ of the saniu subject matter. 

(c) I m the j~idgmcnt of the Commissiori any report required ti&dm;ye ~ 2 ;  
under subsection (a) is inapplicable to any specified class or classes ,I .,,,t, i,,,li~~. 
of issuers, the Coi~iuiission shall require in lieu thereof of the submis- 
sion of such reports of aor~iparable char t ter  as it may deem appliea- 
ble to such clnss or classes of issuers. 

1'IIoxLEY Prorios. 

SEC. 14. (a) I t  shall b unla~vful for any erson, by the use of the ur;;2y~ig; 2 ~ 2  
mails or by any rrrearls or instrnrnentality o!in&jtate conunerce or iilo~bited. 
of any facility of any nat io~~al  securities excha~lge or otherwise to 
solicit or to permit the use of his name to solicit any proxy or e o n ~ n t  
or authorization in respect of any security (other than an exempted 
security) registered on any national securities exchange in contra- 
vention of such rules and regulatior~s :is tlie Corlurlisslon may pre- 
scribe as necessary or appropriate in the public interest or for the 
protection of invwto~s. 

(b) Kt shall be unfaffful for any memhr of a national securities S&;it;"gtpA g 
exchange or my broker or dealer who transacts a business in secur- eunty m i a d  fa cus- 
ities through the niediunl of any such member to give a proxy, con- g$%p'mnrnk.~~ 
sent, or authorization in respect of any security registered on a 
national securities exchnn e and carried for the account of a cus- 
t o in r  in contravuntion ofsucll rules and regulations as the Com- 
mission may prescribe as necessary or appropr~ate in the public inter- 
est or for the proiectioll of invesbrs. 

OYMI-THE-COUNTEE X A I i l i E T B  Over- tha+oonter  
mrukcts. 

SEC. 15. It sliall be uiila\rful, in contrtlvention of such ~ l e s  and . 0' the -a 
regulations as the Co~nniission may prescribe as necessary or appro- sin",LeG%."mfm 
priate in the public inlsrest and to insure to investors protwtion 
conlparable to that provided by and under authority of this title in 
the case of national securities exchanges, (1) for any broker or 
dealer, singly or with any other person or persons, to make use of the 
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mails or any nieans or instrirniexltality of interstalc couuncrcr for tlio 
purpuse of making or creating, or ellabling another to make or 
create, 21 niarket, otherwise than on a natiol~al securitiw eycfirtnge, 
for both the purchase and sale of any security (other than an exempted 
security or conmerci:il payer, bankt~rs' :~ccept:tnctss, or commercial 
bills, or umegiutewd sevurities i l~e  triarkct in whicli is preclorina~~t,ly 
intrastate anit whicfi have riot previously heen registcreil or listed), 
or (2) foe any brokcr or dealer to rise any facility of ai-ip sucli rn:rr- 

Xe&tr*tion of dmll- ket. Such rules and regulatiorla rriay provide for the regulation of 
% ~ ~ r ~ ~ ? ~ ~ i i ~ ~ ~ ~ :  all trau~aotiotls by b1uliex.s slid doa1cl.j on any such uiarkeC, for fhe 
~ . i l r i t i s  trarl01l registration with tho Colurnissior~ of dealers a~ld/or brokers ~ualcing 

or creating sudi a rriarkct, and for the rc~gistrat,iou of llie securities 
for whit11 they make or create a market and m:ry make special pro- 

ts2&z;";ti"';;i: vision wit11 respect Lo securities or specified classes thereof listed, or 
entitled to unlisted trading privileges, upon any exchange on the 
tlate rif the enwtmcnt of this title, \vhich securitit.~ are riot registered 
under the provisions of section l2 of this title. 

DDWCTOILS, OEEICIULS, Ah- 1'RlNG:LfU BTClCElIOLDEliS 

a;$k;ipalO:~~: 
SEC. 16. (a) E o e ~ y  person who is directly or indirectly the loene- 

lruider ot ii~w ot !og- ficial owner of more than 10 per centm of nn class of any equity 
11terB11 wmty SBCUTI~Y. 

ntatommtPtobenlsi hecuritg (other than an eaempt,ed security) whicli is regisked on 
by. a national securities exchange, or who is a director or an officer of 

the issuer of sucli security, sfiall Gle, at the time of the registrrttion 
of suctl security or witllin ten days after he hcornes such lmieficial 
owner, ilirector, or officer, a statement with the exchange (and a du- 
plicate original tliercof with the Corrmiission) of the arrkount of ail 
equity securities of sucli issuer of wlrich he is the beneficial owner, 
and within ten iinys after the close of each calendar rnonth there- 

pl:F,kML gy&:liI;f after, if there has been any cl~ango in such ownership during such 
month, shall file with the excharige a statenlent (imd a duplicate 
original thereof with t l ~ c  Commission) indicating his o~vnership at 
the closc of the calrndar month and such rtianges in his ownersKip 
as have oet:urred during such calendar month. 

I , I ~ ~ ~ ~ & , ~ m ~ ;  
(b) For the purpose of preveriting't.he unfair use of inforniation 

avaiialfiataiiYuac wlircb may have been obtained by such beneficial owner, director, 
cr  officer by reason of his relationsliip to the issuer, m y  profit real- 
ized by him from any purclrase and sale, or any sale anti purchase, 
of any equity security of such issuer (other than an exempted secur- 
ity) witliin any period of I(:% tllan six months, rinless such security 
~vas acqi~ired ln good faith in connection with a debt previously 
corrtractrd, shun inure to anti be recoverable by the issuer, irrespec- 
tive of my intention on Llie part. of sucl~ beneficial owner, &rector, 
or oficer m entering into such trltllsactior~ of holdkig the security 
purchased or of not repurclrasing the security sold for 5 period 
i*xceeding six months. Suit to recover such profit rnav 1% instituted 

buittoroeover"ro5t at, law or in equity in anv cour-l of competent juri;diction by the 
issuer, or by the owner o i  any security of the issuer in the naine 
and in 1)eli:~lf of tlic, issuer if the issuer shall fail or refuse to 
briu such suit within sixty days after request or shall fail dili- 
gent% to prosecute! tlie same thereafter; but no sucli suit shall l,e 
brouiht more than two yeus after tlie date such profit was realized. 

Trnnsnctlons ex- 'l?iis su1jsr~'tion dlaI1 not b~  ons st rued to cover any transaction where 
empkul sucli bcricficial owner was not sucli both at the tirue of tlio pnrcliase 

and sab, or tile sale and p~~rclu~se,  of the security involved, or any 
transat.tion or traiisactioiis whicll tlie Coni~nisdon by rules and regu- 
lations 111ay exciiipt as not. cori~~reliended within the purpose of this 
sul)st.ction. 
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(r) I t  sllail be unlawful for any sucli beneficial owner, director, bi$t,"t;2,;t~iq$; 

pr oficer, tlir.ectly or indirectly, to sell any equity security of sucli sucuritr~~siiorr",orfor 
lssuer (other t h m  an oxerupted security), if the person selling the de'ivw - days. 
security or his principal (1) does riot own tlie security sold, or (2) 
if o\vriing the security, docs riot deliver it agahst sucb sale withkl 
twi.rrrty days theretftfr, or does not withim five days after sucll sale 
depod i t  in tlie riiaib or other 11sus1 zharinels of tmrisportation; 
but no person sllall be deenied to hare violated this subsection if lie 
proves that notwithstandir~g the exercise of good faith he was unable 
to make such delivery or deposit within such time, or that to do 
so would cause unrlue iiicoriveirience or expense. 

(d) The provkions of this section shall not apply to foreisn or Transactions 
clonlest~c arbitrage transactions unless made in coritravention ofsuch ",?i!' ""L'"" 

rilles ant1 regulatioris as the Cornmission niiy adopt in order to 
carry out tlie purposes uf this section. 

AtiL'OUNTB AND ELECUIWY, HEPOILI'S, EXA~%INATIUN~ OF EXCBANCIB, or$;~~~tat&g- 
XL'SIUEIZS~ AND WI'1IE.S iliumburs, and others. 

SEC. 17. ( 1 1 )  Every national securities exchange, every nicinber RuquhmouL?. FS 

thereof, every broker or dealer wlio transacts a business iil securities EZyMbY Cornis- 
through the medium of any such member, and every broker or 
dealer making or creating a market for both the purchase and sale 
of securities througli the use of the mails or of any means or instru- 
rrieritdity of interxtnte conuncrce, shall make, keep, and preserve 
for sucfi periods, such accounts, correspondence, memoranda, papers, 
books, and other recor(is, and make such reports, as the Co~rrrnission 
by its rules and regulatiorls 1r12~y prescribe us necessary or appro. 
priate in the public interest or for the protection of investors. Such 
trccounts, correspondence, memoranda, papers, books, and other rec- eUUUh"on' 

ords stiall be subject at  any time or from time to time to such 
reasonable periodic, special, or other examinations by examiners 
or other represenlatives of the Conlmission as the Commissiorl may 
deem necessary or appropriate in the public interest or for the pro- 
tection of investors. 

(b) Any broker, deaier, or other person estending credit who Rerwris to  rudarai 
is subject to the rules and regulations prescribed by the Federal B'~rv"Bmra. 
Reserve Board pl?rsuant to this title shall make such reports Lo the 
Board us i t  rrlay require as necessary or appropriate to enable it 
to perforrri tho functioris conferred up011 it by this title. I f  an 
suclr broker dealer, or otlicr person shall fail to make any succ 
report or f i i l  to furnish full information therein, or, if in the 
judgment of tho Eoard it is otherwise necessary, such broker, doaler, 
or other person sllall permit sucli inspections to be made hv the 
Board wit11 resiject to tho business operations of such broker, iical~r, 
or otber person as the Board may deem necessary to enable it to 
obtain the required information. 

L I A U I L I I Y  FOR 3f IbIXiU)ISO SIAIEXEXrS hll\ioailinp stste 
illeats. 

SEC. 18. (a) Any person who sllall make or cause to be rrnade any zmt)Aty [or. 
st.nterrirrit in any ~~pplication, repbrt, or docurneiit filed pursuant to 
this title or aly.rule or regulation thereunder, whicli stater~ie~lt was 
at  the time an In tlre light of tlie circumtances uridcr which it was 
rriade false or r~iisIi!ading with respect to any n~aterial fact, shall 
be liable to any person (not howing that such stakruent was false 
or misleadirig) wlio, in re1i:irice upon such statement, shi~ll have 
purchased or scild a security at a pricr which mns affected by such 
stahmerit, for dilrrlages rnuscd by such reliatlco, unless t l~e  perno11 

8ti637"-34-- 37 
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z'r-1 01 good hLh, sued shall prove that he acted in good faith and hail no Iriiowlctlge etL 
Buit at iaw; under- that such statement was false or misleading. ,k persun scekiug to 

t a m ,  otC enforce suclr liability uiay sue at law or in equity iii any court of 
competent jurisdiction. In  any such suit the court ili:iy, in its ilis- 
cretion, require an undertaking for tile pagnlcrit of thc costs of such 
snit. arid assess reasonable costs. includirlrr r~asori~illie attorlleys' - 

i ' oa t r ibu i ion  ba- 
fee; amainst either party litigant.' 

twmn persmssv-ily (6) %very person who becoiues liable to make paynient mider this 
lihbia sectlon rnay recover eoni~ribiition as in cases of contract fruul any 

person 'ivho, if joined in tile origirial suit, would have becn liableto 
n~alrc the same payincnt. 

liulltnLlun c) Fo  action shall be maintained to enforce auy liability c'reateti 
brlilging ymt. 

unker this section unless brouzht within onc year after 1111: discovep 
of the facts constituting the &use of :~ctlon"and hithin three yea& 
after sirch cause of acllon acciued. 

Powers orer er- 
ehaug~;  aud muitias. POWJWS WlTlI  1tXSI'XCT T O  EXClTdNCES AKD SECUIU'IIES 

o $ ; ~ ~ ~ , ~ ~ d m d  
SEC. 19. (a) The Conuwission is authorizi~d, if in its opiiiion such 

actiori is necessasy or appropriate for the protection of investors- 
; (1) After appropriate notice and opportnnity for hearing, by 
C ~ C ~ W B .  order to suspend for a period not exceeding twelve uro~iths or to 

withdraw the registration of a national st~curitics exchange if the 
Comnliesion finds tiial such eucllange has violated anv pr-ovisiou of 
this title or of the rulm and regulatiors t,hereunderWor lias failed 
to  enforce, so far as is within iLs power, compliance  herewith by a 
member or by an issuer of :i security registered thereon. 

or sectdt~. (2) L ~ f h r  appropriate notice and opportunity for Ilearing, by 
order to deny, to suspmid the effective date of, to susperid for a period 
not exceectirig twelve rnontlls, or to withdraw, the registration of a 
security if the Corrlmissiori Guds that the issuer of such security has 
failed to cornply with any provision of this title or the rules and 
regulations the~.eunder. 

01 member. (3) After appropriate nolice and opportunity for hearing, by 
order to suspericl for a period not exceeding twelve rnonths or to 
expel from a natiilnal securities exchange ruiy ~ucinber or oscer 
thereof whom the Commission finds has violateci any provision of 
this title or tlre rules and regulations tl-ic?relmder, or has effected any 
frxsaction for any other per-son who, he has reason to bdieve, is 
violating in respect of surh transaction any provision of this title or 
the rulcs and regulations tllereunder. 

of trading in regis- (4) Aad if in its opinion tilo public interest so requires, sinriniarily 
twed seeuilly to susl~eiid trading in any registered security on ally national securi- 

ties exchange for :I period not exceeding ten days, or with the ap- 
prov:rl of the President, suxrunarily to suspend a11 trading on any 
rratio~ial securities curhange for 11 pcriod not excecdiug ninety days. 

-4uthoriLy i n  comeei (b) The Conirnission is fiirtllcr autllorized, if after rualring appro- 
ilmeildmant of er- 
chnrigu riiies.  priate request it1 writing to a untion:tl securities excllange Lliat such 

excliange cEetll on its own behalf specified dlanges iil its rules and 
prardicc:~, :~nd a f t ~ r  appropriate notice and opportunity for hearing, 
the Conmisbitin dcterrnines that such excllange has not ni:liie tlle 
changes; so rt~qiiedeil, and thal su(.11 clianges are necessary or appro- 
priatLtk for tilt? protection of investors or to insure fair dealing in 
arclirities traded in  tipon sui.11 cxcllange or to insure fair administra- 
tion of such exclixrige, l ~ y  rules or regulations or by ordcr to alter or 

Reap d-ianstmi rupplerlicnt the rules of iud1 cscl~arigc (insofar as necessary or appro- 
priate to effect inch chnnges) ill respect of sucll lriatters as (1) 
safegu;irds in respect of the financi:~l responsibility of nieiilbers and 
rrdequ:~le provision aqairlst tlit. ev:~sion of financinl responsibility 
through tlie use of coFporate fornis or special partucrships; (2) tilt) 

74i1 COXGRESS. SESS. 11. CR. 404. JTJNE 8, 1934. 899 
limitation or prohibition of tho registration or trading in any secur- 
ity within a specified p e r i d  after the issuanct? or pr imay distribu- 
tion thereof; (3) the listing or striking from listing of any security; 
(4) hours of trading; (5) the manner, method, and place of soliciting 
business; (6) fictitious or numbered accounts; (7) the time and 
metl~od of millsin settlements, payments, and deliveries and of 
dosing accounts; f8) tlie reporting of transactiom on the exchange 
and upon tickers maintained by or with the consent of tho exchange 
including the method of reporting short sales, stopped sales, sales 02 
securities of issuers in default, bankruptcy or receivership, and ales 
in-volving other special e i rcmstmca;  (9) the fixing of reasorlable 
rates of commission, interest, listing, and other charges; (10) mini- 
mum units of trading; (11) odd-lot purchases and sales; (12) 
minimurn deposik ou mtlfgin accounts; and (13) similar matters. 

(c) The Commission is authorized and directed to rnake a study Com7ni.wiondkecte.i 
and investigation of the rules of national securities exchanges with , " & ~ ~ , y ~ f ~ ~ ~ ~ ~  
respect to the classification of members, the methocis of election of dp'i"e. 

officers and committees to insure a fair representation of the mem- 
bership, and the auspension, expulsion, and disciplining of members 
of such exchanges. The Commission shall report to the Congress on Report t h m r  to 
or before January 3, 1935, the results of its investigation, together 
with its recommendations. 

J3rllILI'l'IBZ 03' CONIXOmQ PEESONS 

SEC. 20. (a) Every person who, directly or indirectly, controls any ~ i n b i l ~ t p  01 oontroz- 
person liable under any provision of this title or of any rule or regu- bgRmm. 
lation thereunder shall also be liable jointly and severally with and 
to the same extent as such controlled person to any person to whom 
such controlled pcrson is liabk, unless the controlling person acted 
in g o d  faith and did not directly or indircctly induce the act or xts 
constituting the violation or cause of action. 

(b) It shall be mlawful for any person, directly or indirectly, to unlawmwty 
do any act or thing which i t  would be unlawful for such person to do 
under tlie provisions of this title or any rule or regulation thereunder 
through or by means of any other person. 

(c) I t  shall be nnlawful for any director or officer of, or m y  owner i n ~ y p z ~ , a ~ ~ -  
of any of the securities issued by, any issuer of any security re 's 
tered on a national securities exchange, without just cause to hing; 
delay, or obstruct the making or filing of any document, report, or 
information, required to be Bed under this title or any rule or 
regulation thereurrder. 

IN>%S'MGATIONR; INJIZXCTIOKB AND PBDSECWrION 03' OFFENSES e$ig:Uommdpros- 
SEC. 21. (a) The Conunission may, in its discretion, make such ,%&3yD3 

investigations as it deems nr.cessary to determine whether any person 
has violated or is about to violate any provision of this title or any 
rule or regulation ihereulider, and may require or permit any person Eviden-. 

to file ~ i t h  i t  a statement in writing, under oath or otherwise as the 
Corrunission shall determine, as to all the facts m d  circnmstances 
concerning tht. ruatter to be investih-ated. The Conu1:ission is author- 
ized, in its discretion, to publish?information concerning any such , ~ ~ ~ ~ $ ~ ~ h ~  
violations, and to investigate any facts, conditions, practices, or 
matters which it may deem necessary or proper to aid in the enforce- 
ment of the provisions of this title, in the prescribing of rules and 
reflations thereunder, or in securing information to serve as a bask 
for recomrncncling further legislation concerning the matters to 
which this title relates. 



(b) For the pupose of nuy such invcstr atioii, or a113~ other &lo- 
cwdilrv ~indrr this title. :ma kcmber of the 6onirnrssion or any o Ler ------n 

hihds-islprins o a t ~ ,  desigi13ted by it is cmi;t)w;>red to ;idmjister oaths and aflinriatiors, 
~tti)nCLhnc~ 01 wit. 
U ~ ~ .  subper..a witmcsscs, i:onlpel their attendancet take evidence, and 

~.etrltirt? tlrt? r,roductiorl of anv books, papers, correspon~encu, 
mcmorallcia, t;r. other rccorcls which tile i:oGiu~ission deerns relecniit 
or nia.tr.rial to tire iiiqriirg. Such atterrda~rce of witnesses and the 

Productioti of roc- production of ally sucll reC~rds  nay  bc required from any plarc in 
aids, ete 

tlra Uniteti States or any State at uiy designated place of hearing. 
c ~ m w n ~ ~ l s  stinild- (c) I~ Of ~ ~ ~ t , , t l ~ l t l ~ y  by, or I . C ~ I ~ S ~ L ~  to ubt~y n SUII~OUD issiibd 

BU<X. etc 
to, anv person, the Coiilmissiuri rnay invoke tile aid of any conrt oi 
the 1i;ited Sta* within the jurisdiction of wliicll sr~t:li invosilgation 
or proceeding IS carried oil, or where such person resides or carries 
on busi1lw, in requirin the attcnilance arid testimony of witnesses 
and the productic,~~ of &oolis, papzx, corr~s~~o~ide~rce,  rnemor?*ilja, 

court cx*; refwd o$:her records. And such court m y  issue an order retlulrllig 
to obey. such verson to appear befo~*e the Col~lmissiorl or rnernber or qflicsr 

dwighated by th; Corn~nissiou, thwe to produce recorcts, if so 
ordered, or to give testinrorry touching the ruiltter uudcr investigation 
or i n  rzlzt~stinn: and anv failure! to obey such order of tile court may "- -- I - - - - - -  > 

be punished by such c&rt as a conterript therwf. All process in ariy 
such case may be served in the judicial district whereof such person 

Paonlty is an inhabitant or wherever ho rrlay be found. Any persou who 
shall, without just cause, fail or refuse to attend and testify or to 
answer uny Lawful inquiry or to produce bttoks, papers, corres 3oud 
ence, n~emoranda, arid other records, if in his poaer so to do, in 
obedience to tho subpena c i f  the Cormission, s1l:~ll be gvilty of a ,  
luisdemeanor and, ripon shall be subject to a h e  of not 
rnore t hm $1,000 or to ituprisoiiment.for a term of not more than 

Aid otdktrict courts, 
e t ~ . ,  may bo invoked 
to enjoin unlawful I!< tS  

one gear, or both. 
(d)  No person shall be excused from attending and testifying or 

from producing hoks,  papers, contra&, agi-t:emcnts, and other 
records and documents before the Conmission, or in obedience to 
t11e sizbpe~la of the Co~u.uLissiorl or any use~nbrr thereof or any officer 
tlesignitted by it, or in ally cause or proceeding ilistituted by t~he 
Co~nruission, on the groriird that the testimony or evi?cnce, docu- 
urentary or otherwise, required of lrin m:Ly tend to incrrrunate him 
or su1,ject him to a penalty or forfeit,ure; but no individual skall 
Lo prosecuted or subjcct to any penalty or forfeiture for or on 
accou.ut of any tr:ii~sacLioil, matter, or thing concerning vliich lie 
is corr~pelled, after having clairnrd his privilege against sclf-irrerimi- 
riatioll, to testify or produce evidence, docurnentary or otherwise, 
except that such individual so testifying shall riot be exempt frorii 
prosecution arid puliishuieilt for perjury committed in so testifying. 

( e )  Wllciiever it shall appear to the Comiissioir that any person 
is engage11 or :tiwut to engage in any acts or practices wliich consli- 
tut,o or will constitute! a riolation of the provisiotis of this title, or 
of any rule or regulation tliercunder, it may in its discretion bring 
nrl =:tion in the propcr district court of the Cnited States, the 
Suprerne Court of the District of Col~m~bia, or tlrt. Uuited States 
court;; of any 'Territory or other place subject to the jurisdictioir 
of the a i l e d  Statc~s, fo cwjoin such acts or practices, and upon n 
Iwnpcr sho~ving a pcr~i~a~ierrt or teinporitsj~ injii~ictitxl or restraining 
order stlall be grantcd without bond. Tlic Conunision may ttrans- 
rnit such evidence as uiay L* available coiicc~.riirig sue11 acts or p~-ac- 
ticrs to the hltornc:y Gcrieral, who may, in liis discrctiorl, institute 
the riecessary criuiinul proeeeding~ under thr5 Lltlc. 
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(f)? Upon application of the Corrrsrlissio~i the district courts of 'urisdiet~on the Lmted Stdtes, the Suprerne Court of the District of Columbia, %z2,""" "" 

and tlie United States ~our t s  of any Telritory or other place subject 
to the j u i id i~ t io~ l  of the United States, shall also have jurisdiction 
to issue writs of mandamus commanding any person to comply 
~ i t h  the ~ t r o ~ i s i o u  of this title or arry order of the Co&sion 
nlride in P U Z ~ U L L U L ~  thereof. 

HEARINGS BY C O M ~ S I O N  Hearings by C, 
mwon Src 22. 13ea1i11gs rury be public nad ma7 be held before the org;;zk;;;~=. 

Coumissron, iirly m~niber or memhrs thereof, or any ofticer or 
oiIicors of the Comission designated by it, and appropriate records 
thereof shall be kept. 

R L i 5  AND BEOUTIONS; ANNEAL RGPORT8 

Ssc. 23. (a) The Commission and tba 'ederal Reserve Boanl tif,";rz&tzgy 
shall eatall have power to make such rules aird regulations as may auihorized. 

be necessary for tho cxccutiori of the functions vested in them by 
this title, and maa for such purpose classify issuers, securities, 
exchanges, and o t h r  persons or ruathrs within thek respective 
iurisdictions. -. 

(b) The Corllmissioli and llie Federal Reserve Board, rspec- Amii.i reports, m 
tively, shall mc.loile in their annual reports to Confyress sucli infor- ten'S' 

mation, data, and recome~ltlation for furtlier legslation as they 
mt~y &em advisable with regard to matters tvitllill their respective 
jurisdietious under this title. 

INI'O11DM210N FILED WTrH THE COMMIBSION IuIormntion file 
with Commk~ot l .  - 

SEC. 24. (a)  Nothing in this title shall lie construed to  require, _ ~ , " , " ~ , g ~ ~  
or to nuthorize the Conur$ssiorr to require, the revealing of trade requiied. 

secrets or procc2sses in any application, report, or document a e d  
with tho Coirm&sion onder this title. 

(b) b u y  person filiiig any such application, report, or document h;bjb2m;i* 
way make wrrtten ohjtlct,ion to the public disclosure of inforrnatiori lowed. 

contained therein, staling the grourids for such objection, and the 
Commissiou is authorized to hear objections in m y  such case where 
i t  deerrrs it sdvisal)le. Tlie Conin~ission may, in suc11 cases, make 
available to the public the information contahed in any such appli- 
cation, report, or docurrient orlty when in its judgment a disclosure 
of such information is in the public interest; a11d copies of inforrna- 
tiou so ruade avaiitible rrlar be furnislicd to any person at such 
reasor~able charge and uniler such reasonable limitations as the 
Corrimissiori may prescribe. 

(c) I t  shall be unll~rrfrll for any n~etnber, onicer, or employee of Rsvedmr 
the Cornmission to tlisclose to any person other than a n~eulher, tionm'uwfuu~fror- 

oEcer, or employee of the Commiss~on, or to use for personal benefit, 
any information eorrtained in any application, report, or docl~lnent 
filed with tlre Conmlission mhiclr is not rilsde available to the public 
pursuant, to subsection (b) of this section: Provided, That t l ~ e  n m i , J .  Cornmission mag. xui~be available to tile Federal Reserve Board , , ~ , " $ u ~ ; t i ~ d ~ $  
arry inforination requested by llie Board for the purpose of enabling Re=-eBosrd. 
i t  to perforrrl its duties under this title: 

LOLKr IlElTCW OF O i W ~ l t b  Court review d 
Otil*f.'. 

Ssc. 25. (a) Any person aggrieved by a11 order isued ioy tire Corn- ,$&-m;;dz?ty-y 
mission in a proceedirig under this title to which su& pelson is a 
party may obtaiii a review of such order in the circuit Court of Juri5d:ctiou of cir. 
Appeals of the 'Cllited States, ,\+thin any circuit whirrein sue21 persoxi Or 
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resides or hm his prirlci a1 p1ai.c) of busiticss, or iri the Court of 
Appeai,; of the DistricL of Columbia, by filiry in such cptirt? ~v&hin 
sixty days a fb r  tllc ontry of suck1 order, a written petitloll praying 
that the order of the C:ortr~nissiorl be rt~odifietl or set aside iri wllole or 

servim of ,pt~tiou in part. A copy of such petition skin11 be forthr~ith served upon 
upon commissrou. any member of the Cornuuission, and tiiereupo~l the Coirlniission shall 

certify and file in t.he coiirt a transcript of the record lipon mGch 
the orclt>r compluiued of was entered. Upon the filing of suc.11 tran- 
script such court shall llave esclusi\~e jurisdiction to afGr111~ n~otlifg, 

obj=tim=!ute(i. and enfurce or srt. aside such order, in whole or in part. Wo 0bji.c- 
tion to the order of the Conlmission slldl be cor~ittered by t,hc court 

commissionvs flnd- urlless such objection skiall havt: been urged before the Cornmission. 
ipm on lacks coudu- lFhe f;Lldlllg th' 
SLY',. 

Coinmission :IS lo tlie facts, if supported by sub- 
h v a  LO nciduu, nd- st,mtial evidence, sllall cconchrsive. I f  eitlier p a r t ~  shall apply 

diliuu*lcvidoruo. to the tour% for leave to adduce additio~ial evide~lce, &id shnll show 
to the satisfactiou of the cotlrt tllal suck1 additiond rvide~lce is mite- 
rial and that there were reasonable grounds for failurc to adduce such 
evidence in the hearing before the Conuuiasiori, the court may ordcr 
such additional evidence 1.0 Ix, tLllic.11 before tllc Comnission and to 
be add~iced up011 tit! heariilg in suck1 rnanucr and upon such terms 

C o m ~ i s s l o n  mny and conrlitiorls as to the court may see111 proper. The Cornrnission 
ruomy to he. as rnay motlifg its findin rs to  the facts, by wason of the aclditional 

eviilence so takmi, an$ it shall file such modied or new finclings, 
which, if supported by substantial evidence, shall ?x ~(mclusive, and 
its recornendation, if any, for the modification or setting aside of 

dLii;;;;;~zt&aE; the or i~inal  order. The judg.ruent and decree of the court, nffihng, 
~uiiroaur ~ u u r l .  mo&&ng, anti cnforcing or setting mide, in whole or in part, any 

such order of the C o ~ d s s i o n ,  shall Im final, subject to review by the 
VOI. M, p 1157, VOI. Sapreme Court of the Uuikd States upon certiorari or certification 

P, p. g38. us provided in sections 230 and 240 of the Jurlicial Code, as ameuded 
(U.S.C., title 28, sem. 346 and 347). 

Pm%%xrtgs a4 not t o  of (b) 'She comnencwrre~~t of proceedings under subsection (a) shall 
 commission.^ order. not, unless s~ecifit:ally ordereil by the court. operab as a stay uf the 

Commision s order. 

irtllnwlul reproson& 
tiom. 

WNLAWFDL W'11ESENTbTIOXS 

; SEG. 26. KO &ion or fnjlurc to act bv the Commission or the Fed- 
eral Rcserve Bo:~rd, in the ailrrlinistraiiori of this title s h d  be cou- 
strued to mean that tile particular autllority has in any way passed 
upon tho merits of, or given approval to, any security or any transac- 
tion or tr%~iwtiorls therein nor Jiall such action or failure to %t 
with rc<~ard to any statcrue~~t or report 61cd with or evpniiuea by 
such au&ority pursuant to this title or rules and regulat,~ons thcrr- 
under, tx! d~y:me(l a finding by such a~ithority that such statemc~lt or 
report is true and accurate on its face or that i t  is not f:tlse or nuslcad- 

Reprorantarions con- ing. 11, sllall h unla~;ful to make, or cause to h made, to any pro- 
w-g, to yiusyUCLiVe 
yurc2illuer. spectivc purchaser or seller of :L security any represontatiori that any 

such wtiori or failure to act by nriy such authority is to be so cori- 
strued or hus such effect. 

J~rrisdietiaii o r  o f -  
leusos and YUiLs. 

.TT;I<ISI)ICT103 U P  UFPIZXSES AND SmTS 
Enforcuiiieut proui- 

yiom. SEC. 27. The district courts of t l ~ c  Unit.ed Statcs, the Suprerue 
Court of tile District of Colurubia, :mil tllc Uriitcd States courts of 
any Territory or other place subject to the jurisdiction of tile United 
States shall have excluslrc jurisdiction of violatioris of this title or 
the rules n~ld reg~llintions tllcrennder, and of all suits in equity and 
actious at law brought to  enforcc? any liability or duty created by 
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this titlo or the rules and regulations thereunder. b y  criminal pro- Venue. c r i b d  D ~ I  
ceec-ling may be brou~~h t  in the district wherein any act or transac- cBedinp5' 
tion coustitut,ing theDviolation occurred. Ally suit or action to en- -ictions LO entor< 
force any liabihty or duty created by this title or rules and regula- u"bfi"Y~e"C. 
tions tllercluider: or to eujoin any violation of such title or rules 
and regulations, nlav be brought in any such district or in the 
district wherein the defendant is found or is an inhabitant or trans- 
acts business, and process in such cases v a y  be served in any other 
district of which the defendant is an hhabihnt  or wherever the 
defcndarlt may be found. Judgments and decrees so rendered shall Jiiilgroonts.atc.,si~b 
be subject to review i s  provided in sectiorls 128 and 240 of the Juc-li- JUC$,"il~~~i,:"i133. 
cia1 Code, as amended (U.S.C., title 28, secs. 225 and 347). No u.S.C.,p.895. 
costs shall be assessed for or against the Commission in any pro- 
ceeding under this title brought by or against it in the Suprerne 
Court or such other courts. 

SEC. 28. (a) Tile rights and remedies provided by this title shall m~~~hfc$~~m,4:g 
&.in addition .to m y  and all other rights arid renledies that mav tmnai. 
eslst at  law or 111 equity; but no pelson pellnitted to r n h t a i n  a suft A m o u n t  
for danlages under the pruvisiom of this tltlc shall recover. thro~oh a b ! " 8 Y b ~ M *  

7 C)- sattisfaction of jndgmeit m one or more actions, a totlil amount m 
eacess of hi5 actual da~nages on account of the act complained of. 
Nothing in this title shall affect the jurisdictiou of the securities Jmkdmiou of State 
cornmisslon (or any agency or officer perforrulng like functions) of " L ~ i " n " .  
any State over any security or any person insofar as i t  does riot con- 
flict with the p~ovisious of this title or the rules and regulations 
tllcr(~lin(irr . -.. - - - . 

(b) Nothing in thii title slid be construed to  motlifgr existkg I.awsgovarnlngz-ln- 
law (1) with regard to the binding effect on any member of any % ~ k ? ~ a ~ ~ ~ ~ ~  
exchange of any action taken by the authorities of such exchange to "U1"ritie. 

settle disputes lmtween its members, or (2) with regard to the 
binding effect of such action on any person who has agreed to  bo 
bound themby, or (3) with regard to the binding effect on any such 
merriber of any ~lkcipliuary action taken by the authorities of the 
exchange as a result of violation of any rule of the exchange, klsofar 
as the action tal?:en is not inconsistent with the provisions of this 
title or the rules and regulatiorls thereunder. 

VALIDITY OF C O W ~ L ~ C T ~  Vniiitity of motmrs. 
Sm. 29. ((a Any condition, stipulation, or provision binding any \.oil1 conditious. 

person to waive compliance with any provision of this title or of any YL1"uln'i"ns'atc' 

rule or regulation. thereunder, or of any rule of an exchange reyuired 
t.hereby shall be void. 

(b) Every contract made in violation of any provision of this Contm@. 
titlc or of any rule or regulation the:-eunder, and every contract 
(iricluding auy contract for listing a security on an exchange) 
he12tofore or hereafter mude the performance of which involves 
the violation of, or the  ont ti nuance of any relatio~lship or practice 
iu violation of, any provisio~l of this title or any rule or regulation 
thereunder, shall be void (1) as regards the rights of any person 
who, in riolation of any such provision, rule, or regulation, shall 
have ~nadc or engaged in the perfor~nance of any such contract, 
srrd (2) as regards the rights of any person who, not being a part 
to s u h  contract, stla11 h a ~ e  acquired any riglit thereunder .rritr[ 
actual knowledge of the facts by remon of which the mk ing  or 
~erfonuance of sudl contract was in violntion of any such proti- 
sion, rule or regulation. 
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t , ~ ~ ~ ~ ~ $ J  :r;$, (c) :Yothing in this title sllall be constriled (1) to sffmt the va- 
raithnotdorw. liditv of any loan or extensior~ of kredit or m y  exterlsion or 

m,wal tklmaf) nude or of nny lien createi prior or subiajueut 
to the enactinerih of this title, urilcss at the time of the making of 
such loan or extension of credit (or extension or rcnewal thereof) 
or the creating of su:h lien, the person makiilg such loan or extension 
of credit (or extension or renewal tllel.eof) or acquiring surh lieu 
shall have actnal knowledge of facts by reason of which the m a h p  
of such loan or extension of credit (or extension or renewal thereof j 
or the :acquisitiori of such lion is n violation of the provisions of tliis 
title or any rule or regplation ttlereunder, or (2) to afford a defense 
to the <.olleetion of arly debt or obligation or tile enforccnierlt of ally 
lien by a n y ~ r s o n  who shall have acquired such debt, &ligation, or 
lien in goo faith for value nrlii without actual knowledge of Ihe 
violation of any provision of tallis title or any ruii? or regulation 
tl~ereuider aEccLing tlte legaiiliy of such debt, obligalion, or lien. 

For* muritm rs- 
B t i a i i ) g S .  

Z'OREIQE SECUYITLW EXCECANDEY 

nnb~rifi ctunsnc- SEC. 00. (a) IL sl1d t)e unlawful for any h k e r  or dealer, directly 
trans on. or ind~rectly, to make use of tho mails or of any rueam or insttu- 

merthlity of iiiterstate connneree for the purpose of effecting on an 
excharlgc not within or subject to the j~lriscliotior~ of the United 
Staters, an transaction in any security the issuer of which is a 
r e s ik l t  o$ or is organized utider the laws of, or lias its principal 
place of brlsiness in, a place within or subject to the jurisdictiori of 
the Urtitcd States, in conLravention of such rides and regulatioris as 
the Cornmimion may prescribe as necessary or appropriate in the' 
uublic interest or for the protection of investors or to prevent the 
Gvasion of this titlc. 

j,"gjpt~~;;h~~~$ (b) The provisions of this title or of any rule or regulation there- 
State.%. under shall not a ply to any person insofar as he transacts a businoss 

in secarities witgout the jurisdiction of the United States, rinless 
he trawacts snch business in contravention of such rules and rem- 
latioris; as tlle Commission xnay prescribe as necessary or a~propr i i tc  
to prevent tile evasion of this title. 

R&tratiuu lua I ~ l S ' P 1 W ~ I O N  FEES 

Payrrrorrt. SEC. 31. Every national srcurities exchange sllall pa7 to the Corn- 
mission on or bcfore March 15 of each calendllr ycsr 'a registration 
fee for the privilege of doing business as a national srcuritics 
exchange during the preceding calendar year or any part illereof. 
Such fee shall ?x in an mount  equal to one five-'iiuiiciredtlls of 1 per 
centnrn of tile aggregate dollar urrlount of the sales of secrlrities 
trarisacted on such r~ationril scrrrities exchange durirlg tllo precedin,g 
calendar year and subsequent to its registration as a liationul sec11r~- 
ties exchange. 

Pennltis, PENALTIE8 

, SEC. 32. Any person who willfully violates any provision of this 
LI~IL;. title, or any rule or regulation tlieremder the violaLion of ~vllidl is 

made unlawful or the dser~ance  of which is requireti mder the 
r h  or nhisiouuitie Isnm of this title, or any persori who \\4lfully a11d lu1ou;ixiply 

Yt"tu,i"nt. makc>, or causes to bo made, all stnteLucnt in m y  application, report, 
or docuri~erlt required to be &ed under this title or ally rule or 
regulation thereunder, whicll stxztc!rnent was false or misleading 6 t h  

TllVishua111lor. respect to any niaterial fact, sllall upon corinictiorl bc firied not 
rriore t,han $10,000? or iniprisoned not more than two ycurs. or botii, 
rxcept that ~vlien such persorl is an  exchange, a fine 11ot esccedixig 
$~(JO,GOO lriajr be iuipoaril; 1)ilt xio person sliall bc siil)ji.ct to ini- 
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prisonrner~t under this sectio~i for the violatio~l of any rule or regula- 
tion if he proves that he had no howledge of sut:Il rule or regulation. 

8EPAIthllILITY O F  I'U01'ISIOXS Sepnrability of pm 
viiiom. 

Sm. 33. If any provisior~ of this Act, or the applicatiorl of such 
provision to any person or circumstances shall be held invalid, the 
remainder of tile Act, and the app~icalion of sucil provision to 
persons or circutristar~ces other than those as to which i t  is held 
invalid, shall not be affected thereby. 

Slcc. 34. This Act shall become effective on July 1, 1934, excepd 
that seetions 6 and 12(b), (c) ,  (d),  and (e) shall htoirle effective 
on Skptrlnber 1, 1934; ,lnd sections 5, 7, 8, 9 ( a  (61, 10, 11, 12(a), 
IJ, 11,15, 16, IT,  IS. ID, and 30 sirall ircovle ekc t i r r  on ~ c t o b e r  1, 
1W4. 

TILE ~ - ~ X E N D X E N T S  'IY) SECUICLT~ ACT OP 1933 ficcufitis ~ e t  011~33, 
m o u i l m a i i l s .  

SEC~ION 201. (a) Paragraph (1) of section 2 of the Securities Act A". P. 74. 

of 1933 is amended to read as follows: 
"(1) The term 'security ' means any note, stock, treasury stock, T - ~ s  deked. 

bond, debenture, evideuce of indebtedness, certificate of interest or Secur'ty'" 
participation in any profit-sharing agrecnlent, collateral-trnst certs-  
cate, preorganization certificate or subscription, transferable share, 
inrestulent contract, voting-trust certificate, certificate of deposit for 
a security, fractional uud~videtf interest in oil, gas, or other mineral 
rights, or, in encral, any interest or instrument commorlly known 
as a kecurity f o r  any certificate of interest or participation in, tern- 
porary or interim certificate for, receipt for, grinrantee of, or warrant 
or ri ht  to su?xeribe to or purchase, any of the foregoing." 

(tt$ ~a rag raph  (4)  of such section 2 is amended to read as follows: 
" (4) The term "issuer :l.' rneans every person who issues or proposes L c ~ e . , .  

to issue :my secority; except that with respect to certificates of 
deposit, voting-trust certificates, or cotlatc:ral-trust certificates, or 
wit,lr respcct to  certificates of interest or slr:~res in an unincorporated 
investuleut trust not Ilaving a board of directors (or persors per- 
forn~ing sii~iilar functious) or of the fixed, restricted rnimagcrnent, 
or unit type, the term ' issuer ' ulearls the person or persons perform- 
ing the acts and asswrliug tlle duties of depositor or nlanager pur- 
sunill to the pruvisioris of the trost or other agreement or instrurnet 
rlrider wliich such securities are issued; except that in the case of an 
unincorporated association which provides by its articles for limited 
liability of any or all of its rnernbers, or in the case of a trust, com- 
mittee, or other legal entity, tlle trustees or nte~libers thereof shall 
not be individually liable as issuers of any security issued by the 
association, trust, minmittee, or other lcgal eritity; except tliat with 
respect to equiplllent-trust certificates or like securities, the term 
'issuer ' incans the person by whom the eyuipuient or property is or 
is to be used; and except tliat respecl to fractioiial undivided 
interests in oil, gas, or other mineral rights, the terrri ' issuer ' tiicans 
tlie 01vne1. of any imch right or of any inte~.est in sue11 right (whether 
wliole or fmctio~lal) who creates fractiorisl interests therein for the 
purpose of pnhlic offering." 

(c) Paragraph (10) of such section 2 is amended to reaii as 
fo l lows:  - - -- - . . - . 

"(10) 'l'lie tcl-rn ' prospectus ' uieans ally prospectus, notice, circu- " f i o w ~ : '  
lar, adrertisenienl~, lcttei., or communication, nrittcn or by radio, 
~Tliich ofrers any security for sale; except that (:I) a coiiilriunication 
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shall not be deenled a prospectus if it is proved tllat prior to or a t  
the? same time with such cor~lmuuicatiori a written yrrnapectiis nleeting 
the recjriiremcnts: of seclioir 10 was serit or give11 to the prson to 
u~hc~m tho corumunication w:ls ru:i(ie, by the person making such 
comnurricatiou or his principal, ar~tl (b) a notice, r,ircular, adver- 
tisement, letter, or corur~nixiication in respect of a securitv shall not 
l i e  cleeuieil to be a prospectus if i t  states froni whoni a &itten pros- 
l)ect,us meeting the requirements of st.ct.ion 10 may be obtained and, 
in addition, does no more than ideritify the secur~t , state the price 
thereof, and state by ailom orders will be executeti? 

.dale, P. 76. 
SEC. 202. (st) Paragr:~ph (2) of sectiori 3 (a) of such Act is 

Eromptudseeurilies. amended to read }I.S follows: 
"(2) Any securily issired or guarrulteed b the United States or 

orpo i i~ i~u l subd ivb i~n  any Torrito Llicreof, or by [.he District o f  Colurubia, or by any 
1Oerwl. 

~ i s t ~ , . t ~ l c , I w n b i ~ ,  State of tlre%nited States, or by any political subdivision of a State 
added. or Terr-itorg, or by rmy public iristrumcntdity of one irr more States 

or Territories, or by anv person controlled or sirpervised by a i d  
acting as an iustrumental*lty of the Gover~ment of the United States 
pursuant to authority granted by the ( : o~ ips s  of the Uriited States, 
or any certificate of deposit for any of the forego~ng, or any securitv 
issued kir gun,ranbed by tlny n;ttlon>~l bank, or by m y  bauking'insg- 
tution orgallbed urider tlic laws of State or Territory or the 
District of Columbia, the business of which is substantially corfined 
to banking and is supervised by tile State or Territorial banking 
cornmission or siruilar oflicial; or any security issued by or represent- 
ing an lriterest in or a clirrct oblig;it,lon of a Federal Reserve bank "; 

(b) Paragraph (4) of such sectioil 3 (a) is auiended by striking 
out "cc,rporation '' aud inserting in  lieu thereof " pernun.?' 

Annuity mntraetr. (c) Such section 8 (ti) is further %nlenrlecl by strihrng out the 
perrod at  the end of par:ryraph (8) and i~rsertink in lieu thereof a 
semicolon, and by inserting immediately after such paragraph (8) 
the following uew para I 

Seedt ies oxdhang~l w,lh e.ul,y mu,Q "(I) Boy recurit). ex%,",fgi by the issuer with i t  existing secu- 
ii01a~. rity holders exclusively vzlrere no commission or other rrnruneration 

is aid or given tlirectly or indirectly for soliciting such euchsxige; 
f:ccuntiar exchanged 

on i c ~ d ~ ~ t ~ a n t s .  '(10) Al;s security which is issued in exciiange for one or more 
bona fide outstandirig securities, claims or property interests, or 
partlv .in st~ch exchange? and wtlv for cash, where the tenns and 
condticins of such issuauct? anc?esc6;mge are approveti, after a hear- 
iug upon the fairness of such terms arid conilitioris at which all 
persons to whom it is proposctl to issue securities in such exchailge 
shall hrsve the right Lo apperur, by any court, or by any official or 
agency of the Umted States, or by any State or Territorial banking 
or insurance corumissio~l or ollier governmental autliority expnssly 
authorizcd hy law to b~arlt  such Zlpproval; 

Intrmlnte or "(11) Any security whicll is a part of an issue sold orrly to pernoris s~eilr i l i~s.  
resident within a single State or Territory, where the issuer of such 
security is a person resident and doing business within or, if a cor- 
poration, incorpornted by and doiug business \vit2in, such State or 
Territoi-y." 

Iransnc- SEC. 203. (a) Paragraph (1) of section 4 of such A h  is amended tiom. 
Ante, p. 77. 
Designated para- 

1 by s t r i k ig  out " not with or through an underwriter and "; aud 
m ~ a ~  md. 121 by i l r i l i ig  out " itlit" and inserting in lieu tilereof '. first .%. 

(b) P a r & g q ~ l ~  (3) of such section 4 is hereby repealed. 
SEC. 204. ubsection (c) of section 5 of such Act is tierebv repealed. 

ntitr, P. 81. Srcc. 205. Paragritph (1) c r i  section 10(b) of such Act Fs amended 
to read as follows : 
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"(1) When a ]srospeclus is used inore than thirteen months a f h r  Sl"t*"a"'S in PID 

the effective dalcof the registration state~nent, the information in the S')cctus. 

staterilerlts coritained therein shall be as of a date not more than 
txrielve moriths prior to such use, so far as such information is known 
to t he  user of such prospectus or can be furrtishrd by such user 
without unreasonable effort or exper~se." 

Snc. 206. (it) Section 11 (a) of suclr Act is a~nended b adding 
after the last line thereof the following new serilence: $lf  such $ ~ ~ o p ~ ~ i s l r ~ l i o n  

p y T n  ac.quirerl the security after tile issuer has niade yellerally "2;;;;;t,"6,,,. 
u\mlable to its iecurity liolders an earning statelutmt covering a 
period of at least twelve rtionths be irxtiitg after the eifwtive date 
of the registration statement, then t fe  right of recovery under this 
subsection shall be conditioried on proof that such person acquired 
the security relying upon such uitrue stateruent in the registration 
st;rtcment or relying uport tlle registration statement and not h o w -  
iug of such o~nission, but such reliance niag be establislted without 
proof of the rea{ing of the registration statemo~it by such person." 

(h) Clauses (C) and (D) of paragrap?' (3)  of section 11 (b) of Anlc,p.D, 
such Act are arrieiided to read as follows: (C) as regards Stalrrnelit 01 expert 

of tire registration statexrierit purporting to be i ~ d e  on the ::%d$$ (olYM t'mYfi. 

of an expert (other than hiinself) or jurporting to be a copy of 
or extract from a rcporL or vduation o?an expert (other than him- 
self), he had no reasonable ground to believe and did not believe, 
at t l ~ e  time such part of the registration statement beemlo effective, 
that tht? statenirtlts therein were uitrue or t,hat there was an omission 
to state a material fact required lo be stated therein or necessary 
to ~nil ie the statcrrlents therein not misleadi~ig, or tllat such part 
of the registration state~nent did not fairly represent the statement 
of the expert or was not a fair copy of or extract from the report 
or vU1111Ltion of tile expert; and (D) as regark  any part of the Public om& and 

registratiori statement purporting to be a statement made by an docum"""' 
official person or purporting to be a copy of or extract from a public 

docurncnt, he hall no reasonable ground to believe and did 
not believe, at the time such part of the registration staterrlent 
becti~rre effective,. that tlie ststelnellts therein were untrue or that 
there was an om~ssion to state a material fact required to be stated 
therein or necessary to rnake the statements therein not misleading, 
or tliat such part of the registration statement did not fairly repre- 
sent the stateluent made by the onicial person or was not a fair copy 
of or extract fro111 the public official document." 

(c) Subsection (c) of such section 11 is mended to read as 
follows : 

' ~ ( c )  Tn determining, for the purpose of paragraph (3) of sub- K a ~ o ~ g ~ l & , ~ d ~ ~ ;  
section (b) of tI& section, what constitutes reasonable investigation belief. 
and reasonable giround for belief, the standard of reaso~iableness 
shall be that required of a prudent man in the management of his 
own property." 

(d) Subsection (e) of such section 11 is mended to read as 
follows:, , 

" (e) llie suit authorized under subsection ( a )  may be to recover , , ~ ~ ~ & ~ ~ ~ - v ~  
such clarnagcs as shall represent'the difference between the amount A t * .  p.83. 

paid for the security (not exceeding the price at which the scxurity 
%as offered to the public) and (1) tho value thereof as of the time 
such suit was brought, or (2) the price at which such security sliaU 
]lave been disposed of in the market before suit, or (3) the price at 
rhich such security shall have been disposed of after suit but before 
judgment if sac11 damages shall be less than tlle damages repre- 
senting the difference between the amount paid for the securiQ 
(riot exct-ding the pricc at xvhich the security was offered to tho 
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