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Public Law 9420
Qath Congress
An Act

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

[T LK L L I - _t . . H

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

“(iii} the Foderal Deposil [nsurence Corperation, in the
cags 0f a bank insured by the Federsl Deposit Tnsurance Cor-
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poration [other than a member of the Faderal Roserve Sga-
tem), or 8 subaidiary or deparlment or division theteof ; and

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

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

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

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

T#[L;

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

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

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

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

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

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

“lir) the Comnnission 1o all other sases,

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

a1 IONAT, SECURITIES EXCHANGER

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

{0 Hheszaetion imposed and the reasons therefar.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

50 Bnbsection (¢} therrof is vepealed.

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

PRATTON AL MARTET SYLTEM FOR SECURITIES ) BECTRTIES [NIURMATION
PROCEREOLS

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

cteate the opportunity for mors efficicnt and effective markel
operations,
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G Tt is inthe }]Jublic interest and npproprinte for the protec-
i

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

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

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

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

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

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

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

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

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

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

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

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



PUBLIC LAW 94-20—]JUNE 4, 1975

is consistent with tie public interest, the protection of Ievestors, aml
the purposes of thiz section, including the maintenance of fair and
arderly marhets In srenreiies and the remoen] of inpedimeonta ta aned

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

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

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

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

“141 A veclstersd secureities infornation proragsor may, apen sach
terms wud conditions as the Commissint derm® neeessaty of fl'l:'rﬁt'np]"l-
ate in the publie interest or for the protectinn of investors, withdeaw
from repistration by Dling o wpitten nodics of withdrawal with the
Ciominission. If the Commizsion finds that any, registered cecuritics

89 STAT. 113

Hegistration,

Application,
motice of fling.

Hearig.

Withdrawal from
Tepastrabinn.



B9 STAT. 114

AcceEE 1o

aervices, notioe nf
rohibition ar

i pLabGE,

Heview.

Limitating,
SULPEABLON, B
revoantion of
eepietrativo.
Motice and
hearing-

PUBLIC LAW 04-20_JHINE 4, 1975

irformation proneRset 18 no lager Jo existence or has eeased to do bosi-
ness in the capacity specitied n ity applieation for registration, cor
Cominissich, by order, shall cancel the registration.

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

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

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

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

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

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

- information;

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

“0ii) the cenoposition of a Regulatory Board ;

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

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

Fiwd the munner o whiclis Regalatory Board should be funded.

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

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

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

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

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

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

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

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

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

Tf an oxtenslon of unlisted trading privileges ta a seenrity is based
upen itz listing ond eegisloakion on another netional securities ex-
change, such privileres shall continue in effect only =0 Jong 8= mach
seenrily remains listed and repistered on g nrtionel securities exchanrs.

ar ans 4 4 g
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{2} No epplivation parsuant io this subsection shall be approved
unless the Commiszion finds, aftcr nietiee znd opportunity for hearing,
that ihe extewson of unlisted tvadiog privilepes pursuant to such
application is constarent with rhe maintenance of fair and arderly
marckets and the protection of investors, In considering an application
for the extension of ulisted trading privileges to & security not listed
and registered on a putions | secntities excliange, the Commmssion shell,
amony olher matters, tnke acvount of the pabite truding wetivily in
such zecartty, ibhe character of sach trading, the impact of such exten-
sior on dhe existing markets for sieeh seeneities, wod the desirability
of removing impediments to and the progress that has been maede
el the developnent of A pational marlket sysiem and shall ool
grant apy zovh applieation if any rule of the nocionel securities
exclhange inuking application vnder this subsection would unresson-
ubly impuic the ahilicy of any dealer to =olieit or offect teansactions
in such security Mnr Lils own sceount, or would unrensonably restrict
competition among dealers in swch security or between sueh deslers
arting m the cupaeity of morket makers wio arc specintisls aud sch
ilealers whe ere not gpevialiste,™,

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

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

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

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

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

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

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

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

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

the lngr day of the reporting period by soch sorounts;

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

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

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

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

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

#¢3) The Commission shai) meke svailableto the public for a reason.
able fes a list of all cquity seeuritics of a class described in section
[3(ad} (1} of this title, updeted no less frequently than reporis are
vequired to be filed pursuant to paragragah {13 of fhis subscction. The
Comumission shail tabulate the informetion contained in any veport
fled perrsuant bo this subsection in a manner wideh will, in tha view o
the Commission, maximize the nsefulness of the toformation to obher
Federul aned State authorities and 1he public, Promptly aftee the fliag
of any snch report, the Commission shall male the infornation con-
tained thierein conveniontly available 1o the public for & reasonzble foe
inzuch foro s e Commission, by rule, may prescribe, exceps Ut the
Conmisypn, a8 it deterinines ie be nécedsary or appropriate in the pub-
lic fikerest ar for the protection of investors, may delay or prevent
publis disclosare of any such infervzation in secordancs with seelion
aa2 of title 5§, United Stales Code, Notwithstanding 1w preceding
sentenee, aley such information wentifying the securrties ]qu oy Lha
aecannt of g nakaral persun or an estate or trust {other than a bosiess
erusl e invesbiment company } shall not be discloscd to the pyblie.

HiY Tno exereising its euthority undes this subsection, the Commis-
sion shall delermine (and snstate) that jts action is neceszary or appro-
priate in tha public intercst and for the protearion of investors or to
maiblain fair and crderly markets or, in grenting an cxemption,
thet its aclion is congistent with the protection of nvestors and ihe
prrposes of this subgection. In exercising sudh anthority Lie Commis-
sioh shell tuke such steps ns are within ite power, including consuliing
with thy Comptroiler (iencral of the United Siates, the Director of the
Office af Managemenl and Hudget, the appropriate regulatory agon-
vies, Federal und State authorities which, direetly or indizectly,
require report: from institilionn] investrent inanegers of information
gibstantially similar te that celled for by this subsection, national
securities cxehanges, and registered seonrities assoiations, (A4) te
nehieve unifurm, catralized Feporting of information concerning tha
securities holdings of and transactions by or for accounls with
respect to whinh institutional investment man agary exercise inyestment
diseretion, snd {13 consistently with Uhe objective set forth in the
Emwding subpurggraph, to avold unneceasarily duplivative reporting

vand minimize the complinnce burden on, institutional investment
manapers. Federal authoreitics which, directly or indivectly, require
teports from Institutional investinent managers af information seb-
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stantinily similar to that called for by chis subsection shall cooperate
with the Commmission in the :.}Frforr:mnue of ity r:—!spmmihilitics nnder
the: precediiyr sentence. An institutional invesiment manager which is
a bank, the deposits of which are mesared in accordance with the
Federgl Leposit Tnsnruoee Act, shiall file with (he appoopriate regula-
rory sgency a copy of every report filed with the Cotmission pursuant
ta thig auhaeotioun.

SHICAY For parposes of this subsection the term “institulional
lpvestment manager’ inclndes any person, other than a natursl person,
investing in o buying any selling securities Tor its own aocount, and
ALY Persorn exercising mivestment diseeetion with respect to the account
of wny other person.

“{BY The Camunisgion shall :‘ldnlﬂ such rules as it deems necessary
or #ppropriate to prevent diplicative reporting pursnent to this sub-
section by fwe or more institutianad tovesteent manngers pxereising
nuvestoent dizeretion with respect (o L he swome amonnt,™,

Sec. FL Heotion 15 of the Securities Hachange Aet of 1884 (15
TLECL TAG) is amended as follows;

{17 The title thereof is amended o mead @ “RFEGISTRATION AMD REGT-
LATION OF RIMKERH AND DEA L3R

(2Y Bolvecd s fa) and (b} thereof are amended to read as follows:

E) (1} It shnll be unlawfal for any broker or denler which 15 arthor
# person ollier than r natucdd person or 2 nadnral person not sssocialed
with & broker er dealer which is a person other than a patural person
{other than such a beeker or dealer whose businesa is exclusively intra-
glule il who does not make use of any facility of p nalional sccurities
exclenpe) fo maks wse of che maills or sny means or ins romentality of
interstate commeree to offeet any frnswetions W, or to induce or
atterpt to indace the purchose o sale of, any security fother than an
exempted security of cormmercial japer, bankers' weceplances, or com-
mereia] htlls) vnless such hreker or dealer is registered in zecordancs
with subsecrion (B of thisseetlon,

2 The Commizsion, by rule or avder, a3 it Jeetes eonsisient with
the publiz interest arml the protectjon of investors, may conditionally
oe uneoelitionally exempt from paragraph {13 of Uus salsection any
broke: or dealer ar elass of brolers or dealers epecified in sueh role
ar nriler,

B{BY 1) A broker or dealer v be registercd by Aling with the
Conumizsion un application for registration in auch form s contain-
inge el information and documents concerning such broker ar dealer
aded any persms sssoclated with such brelter or dealer as the Come
mission, by robe, may ]Ijmﬂ:rihe A necpsshry or appropriste inothe
publie ntorest ar for the protoction of nwestors, Wirhin forty-five
cays of che date of the fling of such application {or within surl lunger
period a5 te which the spplicand cobsents), the Commission shall—

A by order prant registenlion, or
H{B) institiete procerdings to determine whether regj.st,ruﬁﬂn
shonld be denied. Such procesdings shall inelude noties of the
grounds for deninl wnder comsideration sed oppertunsy for
hearing and sha!l be conelnded within one bwndred twenty dovs
of the rllnm uf the Rling of the appliculion for repistration. Al the
roarhusion of speh procesdinge, the Comemission, by arder, ghal!
grant or demy such registrabion. T'he Commission may extend
tie rime for conclusion of such proceadimgs for np to ninety days
il i finds good camse [or such witension end publishes its reasons
for o finding or for such longer period as do whicl the applicant
“onacnta,
The Commission shall grant such registration #F the Commission
finds that the reuirernents of (his seetion are satisfied, The {ommis-
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slon shall deny such registeation if it does ued make such a fnding ot
it tE finds that if the npplicanl. were 5o registencd, y repistration
wien il he subject (o suspension or rovocation under paragraph {4}
af this subseetion.

“r2Y (A An application for registration of 2 broker or dealer to
he formed or organized may be made by o bwoker or denler to which
tha broker or denler to be formed or organised is to e Lhe suecessor.
Shzele upplicalion, in sech fomm #s the Commisatow, by tule, may pre-
saribo, shall contgin such inforomtion and doemments concerning the
spplivant, the surressar, and any persoms associated with the appli-
eant or the sucecssor, ag the Commisston, By rale, may preseribe og
necessary oF appropriate i 1he public intercst or for the protection
of investorz, The grant or deniad of vegisiration to such an applicent
ghall e in m;c'nrga.ncc with the procedures scf forth in paragraph
{1} af this subsection. Tf the Commission grabts such registration,
the registration shell terminste on the foriy-fifth day afier the alloe-
tive dzte thereof, nnless prine thereta the successnr ghall, in aceord-
ance with such rules and repulatioms asthe Commission ma v preseribe,
adopt the application for registration s its own,

“[I5} Any persom who (s 8 broker or dealer solely by reazon of act-
ing ws 2 mncipal seeurities Jdealer or municipal seenrittes broker,
who sn acts threugh a separately identifiable depariment or divisinn,
and who =0 acted in such a manner on the dute of enactment of the
Seenrities Arts Amendments of 1075, may, in accordunee with snch
terme and conditions as the (ommission. by rule, preseribes 85 neces.
sery and appropriate in the public interesl aned for the protection of
investors, regisier sneh suparately identifiable department or division
in accerdance with this ﬁ:a’baeutinn. If any zuch departmeni or divizion
ig 50 registered. the department or division end not such person him-
sed [ shall he the broker or deater for parposes of this title.

#{} Within six mondhs of the date of the granting of registration
to a broker or denler, the Comimission. or upen the asthorization and
direction of the Commission, o registered securities association or
nationsl securities exchange of which sach healier or desler is o mem.
ber. shell conduet an inspection of the broker or dealer to determine
whether it s opereling in conformily with the provisions of thiy title
and the vules and regnlations therenmder: Pronided, Aowener, Tlint
the Commizsion may Jelay such maspectiion of any class of brokers or
dealers for g period nat to excsed six months,

#{3) Any provision of thiz title {other than section 5 and s1ubsection
{a) of this section) which prehibits nny act, practice, or course of
business if the moils or any means or wmstrumentality of intorstate
commeree is used in connection thorvwith shall alzo prohibit any such
art, practice. or course of business by any vepistered broker or dealer
or any person seling on behalf of such o brokier or dealer, irvespective
of any use of the mails or any weans or instromentalily of intersiate
eornmeres in connection therewith.

“(4) The Commissicn. by order. shall rensnre, place limitations on
the activities, functions. or opeeations of, suspend for a pericd not
excarding twelve months, or revoke the registration of any broker or
dealer IE i finds, on the recard after notice and oppoctmdty for bopr-
ing, that sych censyre, placing of limitat ons, snspenging, or revaca
tinn is in the public intevesr and that such broker or dealer, whether
prior or syheeuent. tu becoming such, or nny person wesociated with
mch broker or dealer, wlether prior or snbsequent te heeoming ao
ans it ed—

AT has willfully mude or cavsed to he made in any apphes-
tion for registration o1 report required 1o be filed with the
Cummission nnder this title. or in anv proeoeding bafore 1he Comy-
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inisslon with respect to repisirgtion, any statement whinh was atk
the tiie and in the light of the cireymstanees under which it was
smede false or misleading with yespoect ro any material fact, or has
oniitted to #ate in #ny such opplication or report any material
fact which is required o be staled therein.
“{13) has bean convicted within ten years preceding the filin
of any application for registration or at any time therenfter of
any felony or misdemvanar which the Cowmission nds—
“{1} luvolves the purchase or swle of any secmeity, the
teling of & false path, the making of u false roport, bribery,
perjucy, burglary, or conspiracy to commit any such offense;
M{i1] arises out of the conduct of the business of o broker,
dealer, municipal secerities dealer, investment ndviser, bank,
insurenec ot pany, oF fidusiary ;
“{i) Involves the Jareeny, theft, robbery, extortion, for-
rETY, f:mmtm*fcitiug, froudulemg coneculment. embeaz]pmeent,
raudulent converzion, or misappropriation of funds, er secu-
riies; ar
i) invohves the vielation of section 152, 1341, 1342, or
1443 oy chapter 25 or 47 of bitke 18, United States Code. 18 USC 475 o
WO ig pecnenently or temporarily snjoined by order, judg- 2ew, 100 arseq.
foent, or decvee of any court of comipetent juriadietion from acting
as an veslment adviser, wwierwifer, Lroker, dealer, or muoaieli-
pal securities dealer, or a3 an afliliated person or coployes of any
inestment compeny, bk, or isacee caompany, or feat enpayr-
ing . ar continuing any conduet or practice In connection wit
any such metivity, o a0 couneetion witl the pureluse or sale of
a0y serurtly.
T hos willfudly violeted any provizsot of the Securities det
of 1983, the Investment Adwigers Act of 1340, the Investment 15 USG 77a
Company Act of 1940, this title, the tules or regulations wnder any 13 US4 B0b-20.
of such statutes. or e eales of the Munieipal Securities Rule- 15 USC 60251
making Board, or 18 ynalide to eomply with anv such provisien.
1) has willfully aided, abetiod, counseled, commanded,
indueed, ov procursd the vielation by any other person of any
provision of the Securities Act of 1833, the Inveslment Advieers
At of 90, the Invest ment Company Aol of 1940, this title, the
rules or regulations under any of such statuies, or the rules of
the Municipal Securities Rulemaking Board, or has failed reason-
ably to snpervise, with & view to preventing viclations of the
provisions of sueh statutes, rules. and regolations, another person
whir eotmmils such a yiolation, 1f anch other person s subject to
hig supervizion. For the purposes of this sub!iutra,gmph {EY no
peraon shail be deemed (o bave failed reasonably to supervise any
other pergan, if—
“{i) thern have been egteblished procedures, and o eystem
for applying such procedures, which would reasonably be
expected to prevenl awd detect, insofar as practicable, any
guch violation by sych other perzon, and
*(it) puch persom huy reasunably discherged the duoiies
and obligations incurmnbent upon him by reason of sueh pro-
cedures and system without reaseneble cauze to believe that
such procedlizres and system were not being complied with.
“(T) i= subject to an ovder of the Onmmissien entsred pur-
surntb Lo :u.ra.g_:ruph (%) of this subsection l;h:] harring or sns-
pending the right of spch person to bre associated with a brolker
or dealer.
“(8) Pending final determination whether any registration under Suspension.

this subscetion shall be revoked, the Commission, by order, may fﬂfu:e and
=aning-
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guapend such registvation, if suel sospension appears o the Com-
missiun, alter nelice and opportonity for hearing, to be necessary ar
appropriate in thy public interest or fur ihe protection ol investors,
Aay registered bioker or dealer may, upon #oeh teems and condi-
tions a5 the Commission deetns necessury or Bppropriats in the publie
intercat or for the protertion of investors, withdrow from registra-
tlrn by filing a written notice of withdrawsl with Lhe Commission.
It the Commizaton finds thet any regiatered broker or desler iz no
lenger in existenes or has ceased to do business a3 2 beoker or desler,
!Heltirimmiﬁas'mn. by order, shall ranee] the registration of such broker
or tlealor,

Hig) The Commission, vy order, shall censura er place limitations

ont tho arctivities or fnnctions of uny person associated, or seeking to
become associnted, with o braker or dealer, or suspend for & period
not. exceeding lwelve months or bar any such person from heing
ussainted with a hroker or dealer, if the Comamission finds, on the
veeard after notice and oppovtnnity for Lwewring, that sueh eonseree
jroacing of limitations, suspension, or bar is in the pullic interest and
Ut zuch person has committed or omitted any act or omission
enttmerated in subjaragreph (A, (1), or (E) of parggraph (&) of
this subsection. has been ennvicted of any offense specified in sub-
pavagrsph {13] of said puragraph (4 within ten vears of the com-
mencement of the provesdings under this parnpraph, or is enjoined
from any action, conduet, or practice specified in subparagraph ()
of zaid paragrmph (4}, It shall be unlowio] for any pergon az to
whom such an erder suspending or bacring hitn from belng asso-
riated withh & broker or dealer 18 10 effect wiltfully to berome, ar to
bue, amsociated witk a broker or dealer withont the consent of the
Conmizssdon. aml i shall he unlawful for any broker or dealer to
permit such 2 person to berome, oF Temain, a person associated with
Finv withant the consent of the Commizsion. if sach broker or desler
“new, or in the exercise of reagrmable care shovld have known, of
surh order,
M7 Mo regstered broker or dealer shall effect mny Drmnssction
i or indnes the purclaae or saie of ) any secrit v aoless sueh rolker
o1 dealer mesls such standaeds of operatiounl capakilily and =ach
broker vt dealer 2wl all satoret persons sssovtated with soch hreeker
ur deuler meet zuch standanls of Ltaining, expertenve. coinpuboeee,
and such miher qualifications us the Commission finds necessary nr
apprapreinte in the public interst or for the protection of investors.
The Commission shall establish such standards by enles and regnln-
tlons, which may—

“{AY wpecify that alf or any portion of such standords chall
ba applicable to any class of brokers and dealers and persons
nssocinted with brolers and dedlers;

*{B) tequire persons in any such class to prse tests prescribed
in neeordance with sich mides and resnlations, which tesis shall,
with mwspact to any class of pariners, officeys, or supervizovy
ceployess {which Iatter term may be defined by the Commission’s
riles and remibutions and w5 5o defined shadl inelude Lesnch man-
agers of benkers or dealers) eagaged in the managrment of the
broker or desler, toclude questions wvelating to bhookkerping,
aecountmg, interpal control over cash and securities, wupervision
of eruployess, maintenniwe of records, and other appropriste mat-
ters; und .

“{C) provide that persona in any smeh ¢lass other than hrokers
ang dealers wnd partners, officors, and supervisory employees of
hrekers or dealers, may be qualified soiely on the bosis of compli-
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unce with such stendacds of training and such other qualifications

n% the Commiszsion Ands appropriale.
The Commission, by rule, may preseribe reasonable fees and charges
to defray ite costa In corrring out this paragraph, ineluding. but not
limited to, fees for any test sdininistersd by it or under ts direction.
The Corrmission may sooperate with resistered aoeorities nssociations
and national securities exchanges e devising and administerimg tests
and may mequite registered brokers v dealoms and persons gazociated
with such twokers and deslers to pass tests wdministersd by wr o on
Lehalf of any such sszcciation or exchunge and ta pay such associntion
ar exchange ransanahle fees or charees to defray the costs ineurved by
such nzsocintion or exchange it administering such tests.

{8 To addition to the foes wrud charmes awt horized by paragraph
(7Y of this subsection, rach regigtered broloer o dealer not @ member
of & rogistered secarities assnelation shall pry to the Commission such
reasotn e fees and charmes a5 may be necessary to defray 1he costs of
the additirnal regelatory dutics required to be performed by the Com-
mission because such brolier or dealer effects transactions in seonrities
othorwise than on o nattenal secutities exchange of which ik i3 & mem-
ber and iz not o member of o registered seenrivies association. The
Commissiot, by rule, shall estebiish such {ess und charges,

“{0) Nobroker or dealer subject to paragrapt (81 of this subseetion
shall effecr any tmnsaction in, o1 Induce the parchase or sale of, any
eelrity {otherwisn lhan ar a ontional securities exchangee of which it
boa member) in comtravention of sueh rules und cegalations as the
Comniiszion may preseribe designed b promwe just and eguitable
prraneipdes of tracle ta remove anpedinents o and perfect the mecha-
nian of a free and open macket and a notlonal maeicet systern. snd,
ingrenere ], bo proteet invesbors and the pablic interast,

{101 For the pucposes of determining whether o person is subject
to a statubmy digqualification veder section Bc} (2, 10A{z] (2), oF
1TA (b {41 (T} of this title, the term *Commission’ in paragraph (4}
{B} of this submection shall mean exchange’, ussociation’; or wloanng
ageney’, vespectively,™.

(3} Poragraphs (1%, {2), =nd (3} of subsection (o) thereof arc
winetided Lo rerd a5 follows:

#la) (1) Ko broder ot dealer shall make nue of the mailz or any
meanz or Instromenialily of futersrafe commerce to efect any trans-
wetion i ar ro Induce or sttempd. to induce the purchese aor sale of,
st seenrity (other than esmmeecial paper, bankers’ seoepbances, or
vomineceial bills) otherwise than on a netionazl sseurities cxchange
of whirk it is & membar by means of any manipulative, deceplive, or
other {rawudolent device or contrivance, and oo municipal secnrities
dealer zhall make yse of the majls or any ineans or instrutmentalicy of
inTertate conmeree to effect any transaction in. orto induce orattempl
to indiree the purvhase or sple of, any munieipal security by means of
any manipaiietive, deceptive, erother fravduient device or contriveince,
The Comnnession shall, for the parposes of this paragraph, By rles
and regulations define such devices or contrivances «s ate manipula-
eive, deceptive, nr otherwise frundulent.

“iey Mo broker or dealer shadl make vse of the nuils or any means
o ires e lal ity of inderstate commicroe to effect eny transaction in,
ar 1o indoce or attempt te induee the paechase or sale of, any scourity
inther than an exempled security or commercial prper, bankers'
aceaptances, or commercia’ BlsY olherwise then nr a nabtional seen-
ritiwes pxehanm: of which it i8 & noeber, in connection with which
such broker o dealer engmpes o any frandulent, dereplive, or nnaips
wlative At or pradice, of makes sry fictittous guolation, and ne
mtnieipad seeurities dealer shat]l make nse of the muits or any menns
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or instramentality of inderstate commeiee to offect any trensaotion in,
ar o thelues o aldeangs 0o dncdies chie pueehase o sale of, 2oy wyreini )
secarity in connectlon with which such municipal securities desler
enpguges in any feadualent, deceptive, or manipnlative sct or practies,
or maes any fictitions quatation, The Cammission shall, for the puc-
poees of thiz pavagraph, by rales and regulations define, and preseribe
rmpans regsonably designed to prevent, such actz and practices 48 are
froudnlent, deveptive, or maoipulative and such quotations us are
fetitious,

#{3) No broker or doaler shall inuke ose o the mails of any roeans
or insranentalidy of interstate commerca to effect any teanmetion
iy 0F b todiles of attempt to induce the purchase or sale of, any secu-
rity {other than en oxemopled seeurity or cunnnercial paper, banjers’
weeeprbpllees, ur commereial hills{ in contravention af snel miles and
regulations ns the Connossion shall poesecibe as necessary or aprro-
priate in the public inkeregt or for the prodection of investors to provide
saleguards with respect to the financial vesponsibility and velated
praciices of brokers and dealars ineluding, Eu't not limited to, the
accepranes of custody amnd e of customers? seenrilics wd the ey ing
and use of cosromers’ doposits or cradit balances. Such riles and regu-
ltions shall (A} requirve tie mainteusnce of veserves with respect
o customers” deprslis or wredit balunces, and (13} no later then Sep-
ternher 1, 1975, establisly minirmmn financial responsibility regnirements
Lowe 1] brgleers wnd dawlees.,

{41 Paragraph (5) of subseclion (¢} thereof 15 amended ‘o read
B2 Follows:

¥{al Na dealer {other than o specialist registered on o national
securities vxehange) aeting in the capacity af market oaler or other-
wize shell make ure of the mrils or aoy means or instramentality of
intecstate commerce to effect any trensaction in, or to nduce or
utterapt Lo induce the purelase or sale of, any secarity {other Uwan wn
paem Hed soonriby or goananicipal serurity) in econtravention of such
sperified anrl appropriale stundarvds with eespect to ealing ns the
Commisston, by rule, shall preseribe as necessary or appropriate in
the public interest and for the protection of investors, to maintoin
faiv und orderly rmmrkels, or to remove hinpediments ko and perfect
the mechaniang of & nutioaal market syatem. Tndar the rales of the
Commission a dealer Inoa security may be prohibited from aeting
as i braker du Lt security.”,

%.’:} Subseetion f{c} thereof iz farther amended by adding at the
end thereof the follnwing new pacagrsph

(8} Mo breker or dealer shall make use of the mails or any means
or thstruneniality of intersiate congneree iooefect sny transection o,
or to Idyes or attempt Lo indace the purchasn or sabe of, any security
{other than av exemipted security, municipal security, commercial
Paper, bankers' acceptanees, o conuoweroal Billa) tn contravention of
such rules and regulations as the Commission zhall preseribe 5z neces-
gary of appropriate in the public interest and for the protection of
envestors or to perfect or remove Impediinents to o nations] system for
the prompt and accurate clearance and setdfenent of securities bransue-
tions, with respect to the time ond method of, and the form and fermet
of documents ased in connection with, making settlements of and puay-
snents for bransactions in scenrities, making transfers and deliveries of
securities. and clesings sceounts, Nothing m this puragraph shall be
construed (A} to aRect the authority of the Roard of (Governors of the
Federal Heserve System, parsuant to seetion T of thistitle. to presceibe
Tules and repwlaliona for the purpose of preventing the excessive use of
credit for the purrhase or carrying of securities, or (1) Lo autiorize
the Conmission to preseribe rules wr regubations for sucl yorpoze”™
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(8} The section is further amended by adding at the end thereef
the following rew subsection:

Yy The Comunission, by rule, a8 it deems necessery o appropriate
in the public interest and for the prolection of investors or fo wssure
equal regulation, may reguirc any member of & natioval securities
exchange nol resjuired bo register under seetion 15 of this title and any
person associnted with any sucl wienbker to comply with any provision
of chis title (ather than section L3{a3 ) or the trles o megraladions there-
under wlich by its termyg rerulates or probibits any act, practice, or
conrse of husiness by o hraler or donfer’ or ‘reg;istenta Lrodeer or dealer”
or A tperson usocialed with o brolker or denler,” respectively.”.

Sec. 12, Bection 15A of the Becurities Exchange Act of 1534 (15
=60 Tho-3) (s amoemded as fallows:

i1] The tithe thereod 15 amended to read: “REGISYERED SECURFTES
ABELCLATIN R

{8} Submections (s} and (L} thereof are smended to rend as
follows:

oy An wssecintion of brokers and dealers may be registered az a
national securities nsancizbien parsaant to snbsection (b, ar &y s s -
fared securilies sssecmtion pursuant io subsection (), under the teyma
and conditinns hereinafter proveded in this seetion and in secordance
with the provisions of seetion 1%(a) of this title, by Bling wilk the
Comituiasion an application for registration in such form as the Com-
mission, by Tole, may prescribe contoiging the rales of the associstion
and sueh otlier information and domanciics g5 the Conpnisgaen, by ruln,
ruy prescribe us pecessary or appropriate In the publie interest or for
the protection of invostors,

Hil) An nssocialion of brokers and doslers shall not be registerad
u}s # mationsl securities association uwiless the Commission determines
Lhal—

“{1) By resson of the nowber and geopraplical distribation
of its menbers and the scope of their transactions, such asspcintion
will be able to ecarry out HI'LE purpozes of thiz zaction.

i) Bncl association is so organized and bag the eapacity to
Li: able to carty out the purposes of thiz title and to comply, and
{anbjert to any cole o eder of the Commission puwsiant to sce-
tinn 1V 0dY or W{m (2] of this tithe) to enforce compliabes by
its members wnd persons nsmocinted with its moembers, with the
provisinng of this title, the vides and regolations therennder, the
rules of the Manivipal Securities ulemoking Board, and the
rles of the aszociation.

(M) Sabjeer Ao the preovisions of subsection {g) of this section,
the vules of the asyoriation provide that any registered broker or
dealer may become a menber of such associalion amd any persen
may becrmnn sssociated with o member therecf.

“{4] The rules of the association ussure o foir representation
nf its members in the selection of 115 directors end administration
of itg affairs and provide that ene or mure dircetors shel! be rapra-
sentative of issuera ond investors apd not be asscciated with o
mwenber of the association, broker, or denler,

“{%) The roiczs of the assprinlion provide for the cquitable
allocation of reasonable dues, fees, and other charges among mem-
bers and jssuers and other persons using any facility or system
which the associalion operates or controls,

{8} 1'he rules of the assecinkion ate desipned to prevent fraud-
ilent and manipnfative acts sed practiecs, to promots just and
eruitable prineiples of trade, io foder cooperalion and coordina-
tion with persuns engaged in rogulatin ,(ﬂﬁuring, seltling, proc-

essing mformation with reapect to, end fasilitafing transaetions
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in securities, to rewnve impediments to and perfeet the mecha-
nistn af a free and open markel amd o national inarket system,
and, in general, 10 pratect itvvogtors and the public intercer; and
wre not designed to peomit unfair discrimination between cus-
tomers, lesuers, brokers, ar desjers, Fo fix minimum prolits, To
inpose Ay schedule or fix rates of commissions, ellowances, dis-
coutits, or other fees to be charged by its rmemloss, or 1o regulate
By virtue of any anthaority conferved by this tille motters not
redutinl £ dlie puorpesbes of this tile av the gdiministration of the
wEnciation,

LT The rules of the association pravide that [subject o any
rula or order of the Commission pursuant o section 17 (¢} ov
1972 (2 of this tithe) its mendwers and persons nssocinted with
tts rrwgnbiees gla L e approprintely disviplined for visloiion of any
pmt-'isiun of this ticle, e rules ar T'\e;_[n]rl.r'lon.ﬂi ﬂw-rs-undcr, the
rules of Vhe Bnnicipal Seciritios Balenmbing Board, ov the rules
of the asencintion, Elr}' expulsion, suspension, limitation of activi-
fies, funetions, and operatinus, fine, censure, being snspended op
lired fronn bedogr aesocinted with & member, o any oiher fliing
srtd 1am,

“{8) The rules of (he assoclntion are In aceordance with the
pravisions of subsection {h) of this section, wod, in general, pro-
vide a fair proveduoe for the disciplinine of neinbers and persons
asmociated with members, the duniad of membarship te any per-
son senking memborship theesin, the borving of any person foom
becotning associated with a member thevend, and the prohilition
or limitation by the association of any person with respect £
aoeess Lo servivey affered by tle asseciution ov o member thereof,

Y8y The rules of the associnlion do nol impose wny burden
QI CoaLpBeT i ion ot necessa ey or appeaprinte in fuetleranee of the
et s of this title,

I8} The veqirements of snbsecetion {21, insofar s thase may
be apphicable, are satisfed.

I"I_’ll] ‘The rales of the nsanciabion inelinde pr'rn-"r!-jﬁnub: grn-'f_lrninr_l"
the form and content of gquotations reluting fo secutiiies sold
ublierwise e on o national securities excliunge wlhich g
lisiribneteel or pullislied by sny menber or person associated with
a mensbwee, and the persens to whom such quotations may be sup-
plied. Such rules velaling (o quotalions shall be desigmed to pro-
duce fuir and informalive quolations, 1o prevent Retittons or
misleacling guotations, and to promote orderly procednres Toe
eollerting, distribating and publishing quotations™.

{3} Tha seatwn is uminded by striking out subeections (&), (f),
feeds (L), (), (k1. (10, end (o) thercof, redrsignating subsectiong
£} and {ou) thereof as subseclions {e) and (f), respectively, mmd
smmending redesipnatml snherction (e} to read as follows:

“(e}{1} The rules of & regiztered securilie association may provide
that no member thereaf shall dex] with any nonmember professional
fas delinad v pamegeaph (2] of this subscetion] nxespt al the same
prices, for the same commisaions or fees, and on the same terms and
conditions as are by soch member accorded te the genetal public,

“ray Tor t!mPurpuses of thiz sahseation, the tern nonmemiune nro-
fessional® shall include {A) with respect to transactions in =ecuritics
odhor than municipal secoritics, any refistered broker or dealer wlw s
not a member of any repistered securities sssociation, except such a
braker e dealer who deals exclusively I commetcial paper, Lakers’
acoeptanees, and commercial bills, and (I3Y with respect to traps.
actions in municipal secyrities, any municipel securities dealer {other
than a banl or division or department of « bank) who is not & meniber
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of nny registered securities association and any mileipal seenrities
beoker who i nat a member of any such association. )

“¢3) Nothing in (his subsection shall be su eonstroed or apyplied
as to prevent {A) any memnber of o registered sconrilics agﬁ_rmmflmn
from granting to any other member of any registered secnrtios 8550
rintiam any dealer’s discount, Rllowanes, commission, or s‘{mcm'l Lermrs,
in connection with the pucchase or sale of serurities, or {13) any mem-
Lier af a registers] securities assaciation or nny munlelpe] SEcnTies
deslrr which is » benk or o divisen oy department of o buuk {rom
granting te any member of any registered seenrities assaCnrinn or ANY
such muniripel securities dealer any dealec’s discount, allowance, com-
mission, or special terns i connection with the purchase or sule of
ynunieipal securities: Provided, Aowever, Thot the granting cf any
sieh discoynt, allewance, commission, or special terms in eonnestion
with the purchase ar sale of mumicipal securities shall be subject to
rules of the Municipal Securities Rolemaking Poard sdopted pursnant
tosecfion T3RE{LY (2Y{K] of this title™.

f4% Tlie section is fucther amended by adding st the i themeof the
following new subseslinng: .

“{giil}) A registered securittes assocmtion shall deny membership
tonny person whe is not a remistered brokor or dealer, . .

“{2) A repislered secarities assaclation may, apd in cases tn which
tha Clommissien, by order, direcls 4% necessary or ap%n'upriam in the
public interest or for the protection of iovestors shall, deny member-
ship tu any registered beoker or dealer, and bar from becosming asso-
ciated with & wember any person, who iz subject to g statofory
disqualification. A remistered securities msyociation sliall Ale nolice
wity the Conimission not Jess than thirti\,' days prior to Rdmitting any
registered broker ar dealer to membership or peenntiing any person
ta berohie associnted with a member, i the associntion knew, or o the
exercist of rensonable care should have known, that such breker or
dealer or person was subjeet to o statutory disguabification, The notice
shall b in such form anc]] coniain sieh information msthe Commnissicn,
Ly vile, may presceibe a5 necrssary or appropriste in the public iider-
est ar for the protection of Investors,

EIRY] registered sconrithes association may deny membersliip
to, nr coledition !flm membership of, 8 registered broker ot dealer if
fi] such broker or dealer does not et sich standards of financial
responsibilicy ov operaticnonl eapability or such broker or dealer
nr any natutal porson agsaciated wilh suel broker e dealer does not
meet stily standards of treining, experience, apd competonge o5 e
prescribed by the rules of the asseciation or (ji) such broker or denler
ar person associated with sueh broker or denler has erraged and thers
is o reasonable ilelibond he will gguin engape in gers or praclices
inconsistent with just and equitable principles of trade. A regrislored
shcuritics aseociabion ma¥ examine wrd verify e gquelifications of
an applicant ta become a member god the natural persons assocteted
with such on applicant in sccordance with procedures estalblished by
e rules of the aesneierion.

“{B) A registered seeurities associntion mey bar o natnral perzon
fromn, becoming assorinted with & member or condition the association
af o nalnral person will a member 11 sneh natueal person {3} does net
meet such standards of traiting, experience, and competenes os are pre-
seribed by the eabes of the asseciation at {317 has engaged and thers
iz a rongonoble litelihood he will again cugege in acta or praclices
inconsislent with just and equitable principles of {rade, A registeved
securities awsocietion may examine and verify the qualifications of an
applicant to becomie o person associibed with & membo- in ceordance
with precedures estulilished by the rules of the association and reqnire
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a nafnral pereson associaled with a member, or any cless of such nat-
ural persuns, 4o be registered with the associgtion in wecomdanee with
procedures sn estebliched.

HECY) A vegistered securities assoclation may bur =u11)' persun foom
teoming asseciited with a member if such persen does net wgres
{i} tu supply the assosiation with such information with respeet to
it relationship and dealings with the meniber a5 may be specified in
the riles of the amocinlion and {1t} to permitt exnmination of its books
and vepards to verify the eeenracy of any information so supplied.

U A registerad securities ascocialion may deny membership o a
regiskered broker or dealer not. engzged Inoa Lype of bnsiness in which
the rules of the aszociation teguire members to be engaged @ Procided,
Aowener, That no registered securities association may deny member-
ship to o registered broker or dealer by reason of the amount of snch
type of basiness done by sueh broker or dexler or (he nther 1ypes of
bitziness tn which he is engaged.

Uik} {1} In any proceeding by & repistored serucifies association to
doetermine whether 3 member or person assoviated with » member
should be dizciplined {other than g summary procecding pursnant ko
paragraph {33 of this subsrction) the wosociation shu]lfrrmg specific
charges, notify such member or persen of, and give him an opperlunity
eor defernd apaaost, ek clearges, and keepr o orecord. A deteninination by
the assoclation ta imposs & disciplinary sanction shall be supported
by o statement setting forth—

LAY any agk or practice in which such member or person asso-
cigted ®ith 4 memper hes hean found to have engaged, or which
such member or person hes been found to have omilted

“{B] the specific provision af this title, the vules or regulations
theerunder, the rulez of the Municipal Serurities Rulemaking
Board, or the rules of the sssociation which any such sct or prac-
e, or omisgion te ack, 18 deemed to vialate ; and

H{C) thesanction imposed and the reason therefor.

{4y In any procecding by o regigtercd seourities poeociation fo
determine whether a pereon shall be dentied membership. barred from
hocgrning acencipted with o member, or prohibited or limited with
respect to acocess to services offered f.l:l." the asspgiatien or & momber
therenf [other than a summeary procesding pursusnt to poragraph
{31 of thiz subsection), the wssocistion shall notify such porson of
and give htm an opportunity to be heard upon, the specific grounds
forr (]c;an':al., bar, or probibition or limitstion under consideratinn and
ey o record, A determination by the ussocintion to deay merbership,
bar a person from becoming nesocinted with & member. or prohibit or
limit u person with respect tor avcess to services offered by 15:1: wsEOCia-
tiar or a meanber thereof shall be supported by o statement sottiog
furth the specific grounds on which the Jenial, bar, or prolhibition or
lim:tatiyi is basged,

“{3) A registered seeyrities seoctntion may summarily (A) sis-
pend a member or person nssociated with s member who has hesn
and is expelled or suspended from any sclf-regulatary orminization
or barred or suspended Trom being asseciated with 2 memnber of Loy
self-reguletory arganization, (B} auspend o member whe is o such
fnancial or aperating diffienliy that the azsociatien delermines amd
so qiotifies the Commission that the member cannol he permitted to
continue to do business as & member with anfety to inveators, ored-
lkors. other merbers, or the associalion. or ((3) limit or peohibit any
persen with respect to wecess to services offered by the nesacintion if
subparagreph [A) v (B) of this paragraph is spplicallc o such
ierion or. in the case of » person who is nio! o member, if the asseia-
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tton dutermines ihat sueh parson docs not meel tie gualilication
requivements or other prerequisites for snch access and sush person
cannct be permitted ta contmue to have sieh seeess with safety 1o
Investors, creditors, members, or the azsociation, Any peraon gguricved
by why such summary action shall be premptly wilorded an oppeor-
tinity for & hearing by e association in accoodance aith Lhe pro-
vizsiong of paragraph {1) ov (£} of this subsection. The Comnassion,
by ovder, inay stay any sueh summary action en jts own motign or
upon application by any prrson agericved Uwreby, if the {ommis-
sion detormines summarily or after notice and npl'.uur'tutlit-j.r for hexring
{which boaring may consist golelv of the subrmussion of afidavits or
presentation of oral arguments) that such stay 15 consistent with the
I.Ilill.'r]iﬂ intercst and the proleg in::rn f_]i in'.'e.ﬁ.t.sj ['5.“{

Br 18, The Secyrities Exchange Act of 19951 15 amended by insert-
Ing after section 154 (16 1080 T 3 the fallowing new scction:

RHUNICIPAL. SECURITIES

HEee. 1A () {1y Tt shall be anlaw {ul Bor any muwnicipel securitios
dealer {ulher e one temisterel as a broker or dealer wnler section
15 of this title} to mnke use of the wrilz or apy means ar instramens
tality of interstate commerce to effect any tounsaction in, or to induce
or attemnpt to induce the purchase or snfc of, any municipal security
ondess suel muonicipal secarities dealer 15 registered in necordance with
this gubsertion,

2] A pwnieipa] seenrities desler may be registered by filing with
the Cammission an application for regiatration in _sur'{; fnrm and
cotlalning such infunioetion wd documents cancerning such munici-
pal seruritien dealer and ouy persung assecinted with sucl munleipal
secutities dealer as the Comeission. by rule, may prescribo ms neces-
gary or appropriate in the public interest ar for the pretection of
investors, Within forty-tive daysof the date of the iling of such appli-
catinn (or withm saeh longer period as te which the appticant ron-
sentsh, the Conmmissien shal l—

“{ A by order grant registeation, or
iR mstitute proceedings to delermine whether vepristration
should be dended. Sueb proseedivgs shall nelode notice of 2le
gromiuds for denml under consideration and oppoartunily for
hewring and shall be coneluded within one 111171::]:'93 twenly days
al the date of the filing of the epplicetion for regist ataon, AL
th conctusion of such proceedings the (Commissian. by ouder,
shall grunt or deny such registtadion, The Commiswsion may oxtend
the time for the conclusion of such proceedings for up to ninety
daws of 3 [inds gond cause for such exterston and publislies its
reasons for so ficlimg ov fur such Tonger pertod os to which the
apHicunt consents,
The Commizsion shall prand the reristealion of & municipal scourities
desler if the Caminigsion Aods thet the requirements of this section
awre fibighed, The {Commission: shall deny sineh vegistrotion 1f it does
not make zoch a ﬂndin_g or tF it fnds that of the ﬂpph(‘,ﬂ,l:t WETR S
regrrtered, it registration wounld be subjeet to suspension or revocs-
tioh under subsection {e}) of thisseetion.

“{31 Any provision of this title {other then section 5 or peregraph
(1Y of this sulseetion) which prohibits any act, practice. or course
of busineas if the mails or any means or instrumentality of intevetate
conunere is used in comneetion therewith shall also prohibit any
such aet, practiee, or eourse of business by any resisterad municipal
seentllies dealer or any person acting on behall of such nomicipal
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sachritics dealer, irrespective of any use of the natls or any means or
instrurentulity of interstate commierce in connection therewith,

“i4) The Commission, by eule or arder, vpon 115 oWy medion or
upan application, may eonditionally or uncondittonaliy excmpt any
hroker, dealer, or municipal sseurities dealer oz class of broloers, fl?;ﬂf-
ers, o mnnicipal seonrities denlers from any pwovision of this section
ar the rules or reegletions therennder, (f The Centmission finds that
snch exemption is consistent with the publie interest, the protection
of investers, and the porposes of thisseotion,

4¢hi(11 Kot later than on: hundred twenty davs after the data
of emnetiend of the Seenrities Acts Amendments of 187H, the Com-
miseicn shail establish a Municipnl Securities Kulemaking Boned
[ Iereinafter in this section reforred to as the ‘Bond') . to be composed
weetidly of Bfteen apesntwes appoiided by The Comodssion, which
shill perfern the duries set forth in g seetion. The initial mem-
bers of the Board shall serve as menhers for o term of two veurs, uod
shall eongist of {A) Hve individurls whe sre ol sesoetrted with any
“raker. dealer, or mnnicipal securities dealer, a0 least onc of whom
shall be representative of investors in municipal securities, and at
ieast one of whom shall be representalive of issaers of municipal
seencities {which members ae bwreinafter referred 1o as ‘public ceps-
resentadives™h : (I8 fve Indivicheals whe are associnted with amd rop-
vesentative of wumicipal securitics brokers and mnnicipal seenriles
dealmz which are not banks or subsidigries or deportments or divi-
signs ol banks {which members are hereina fter refereed to as Shrolier-
domler representativest] : and {0 five individuals who g agrociated
with andl ropresentarive of nandeipat szenrittes dealers which ore
ks o subwidinries or departments or divigtons of Laoks [wihich
members are heecinafter referred to as ‘hank represcntatives'). Prior
‘o the pxpiriion of the ferme of office of the hudbtial inembers of the
Brard, ae clection shall be held under roles adapted by the Board
{eesaant koo snbeection (b (B} (BY of this section) nf the members
tosucoerd soeh initial membors.

42} The Hoard shall propose and sdopt tules theffect the purposes
of this title with vespect fo transesctions in municipsl securities affected
by brokers, dealers, and municiprl securities dealers. {Snch rules are
Tieereinna fler eollectively ceferred to in this ritle ag frnles of the Board®)
Tl Tules of the Board. as o minimum, shall:

“IAY pravide thar no munivipal securities broker or municipal
securities enler shall cffecé 2oy transaerion i or indoes or
atizmpl o indoce the purchese or zale of, any municipal saenrity
uniess sach municipal sgeuritiezs oker or municipal secarilics
dealer meets such standards of operational capabifity and such
nnnicipa] securities broker or municipe] seourities dewler and
every nabural persen associafed with such municipal aecurities
Liroker ov municipal securitics dealer meet soch standsrds of
training, experience, competence, and such ather quaiifications ns
the Bowed fike necessary or appropriare in the public interest
- far the protection of mvestors, In connection with the definition
mel appljcation of such standards the Totred may—

11 appro?riumly classify nmnicipal securities hrokers
anel mustpak seenrities dealers {taling into acomint culersm,
ingiters, ineluding types of husiness done, nnlure of securitiey
other than municipal securities sold, and character of busl-
vess oarannization), and persons wssociated with municipal
securitics brolkers and municipal securities dealora;

*{ii] specify that all ar any pertion of such standards shall
ke applicable to any such elass;
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“i(ilh} require peraons inany snch elass 1o pazs testz admin.
isterer] in avenrdance with subsection (o) (T} of this section;
and

“fiv) provide that persons in any such olass f_:t]u:r than
imunicipal securities brokers and municipal securities dealers
and partners, oficers, and supervisory employees of municipal
securitios brokers or mmnicipal seenrilies dewlers, mav be
qnalified salely on the basis of complisnce wich such stand-
ards of braining end such other qualifications as the lloned
{inds appropriate.

*{H) esta 115{1 fair procedures for the nomination and election
nf members af the Boeard and assare fair repressudation in saelh
mominations and elections of municipal securities brolers and
municipal seemrities deslers. Sueh rules shull provide that the
membarship of the Board gholl ot all times be equally divided
Amarys pu‘.'r]iiu representatives, broker-dealer representatives, and
banle repesentatives, and that the public representatives shall be
subjuct to approval by the Commission to aseure that wo ane of
themn is assoeinted with any broker, dealer, or municipal secueitfes
dealer and that at least one is reprezentative 0f investors in
municipal seeuritics and nt lewst one 1s representative of ssuers of
m unici;ml gocicrities. Sucht creles shinll alsa ﬁFIF.I:i F_1,.' the term niem-
bers shidl eecve wil may inerease the number of members wlhicl
aball constitute the whole Board provided that suel; womler s
an odd miimber,

“(C) he designed to provent frandulent and mamipnlative acts
wnd practlices, to promots just nnd equitable princtples of trade,
to foster cooperstion and coordination with persens eozuged in
cegoulabing, e ring, settling, processing information with respect:
toy and faeilitaring transactions in municipal securities, (o remove
impedinents to zod perfect the mechanism of a free and opea
marked in municipal ecenrities, and, in peneral, to protect investors
atul the public interest; and not he: designed to permit unfair dis-
pelminsiion between cistomors, 1ssners, municipal  secnrities
Lirolers, or munieipe] securitivs dezlers, to Ax minimum profits,
o upree any schednle or x rates of sommissions, allewances.
diseounts, or other fews to be charged by municipal sccurities
broker: or municipal security dealers, to regulate by virtue of any
autherity conferred by this title matters not reladed to the pur-
powses i thig title or the securitics or the administrerion of H
Brard, ur to impese any birden ar competition not necessary or
apnvopeiste in furtheranee of the purposes of this title. ’

(T O the Board deems appropriste, provide for the arbitra-
toa of elaims, disputes, end controversies relating to tronsaclions
in inunieipal securities: Provided, however, That no person other
than & municipal securities broker, municipal seeuriijes cerler, or
persun assotisted with such a2 municipal wecurities heoker or
munieipal securitics dealer may be compelled lo zubmit te such
arbitration except ab hiv ingtante sl in aceordunee wilh sectic
23 of this title. 15 U5C 78ee.

“{E} provide for the perindic examination in aenordance with
subszetion (e} {T) of this section of municipal securities brokers
and numicipal serurities dealets to determing conplizsse with
applicable provisions of this titke, the rules and regilations there-
under, and the roles of the Board. Such rules shall specify the
minimum seope and Trequency of such examinntions and shall he
designed o aveid unneceswary regulatory duplication or nndus

ET-Al o= T =11
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reeulatory burdens for any such municipal securities brokse or
municipsl secaritiss denler

“(F} inclede provisions governing the form and coatend of
guetations reloting to municipal sseurities which may be distrib-
nted or published by iy municipsl securilivs broker, munaipal
secnrities dealer, or person asgociated with such & municipel
sepyyrities broker ar municlpal securities dealer, and the pereons
to whoin such guotalions may be supplied. Such rules relating to
imatations shall be designed to produoce Fuir and informadive
quotation, to provent fielibions or misleading quotstions, and to

3 COTIROLE nrderﬁ.- procedures for collecting. distributing, and pub-
ishing quotations.

YIGY preserite records to he made and kept by municipal
sgenritics brokess and municipal securities dealers and the periods
for wlich anch records shall be preserved,

“1HY define the term sepocately ideniifiable depariment or
division', as that {erm is need in section 3(a) (30) of this title, in
aecordnnee with specified and approprinte standards to gssure
that a brnk is not deemed to be engaged in the business of buying
and zelling municipal seeuritiss through a separately identifiable
depariment or division unless such department or division is orga-
mized and administerad go as to permit independent cxamination
and cnforcement of applicable provisions n¥ this title, the rules
and regalations therennder, znd the roles of e Board. A sepa-
rafely identificble department or division of a heok may be
engaged in activities other than those relating to municipal
sECUTILIeS,

YT provide for the aperation and adininistration of the Hoard,
inelnding the selection of & Chairmaen from among the members
of the Board, the compenzation of the membera of the Board, and
thwe appointment and compensation of such employess, attorneys,
and consnltants as may be pecessary or appropriete to carry out
tha Board's (unel ions under this seelinn.

“{J) provide that each mwnieipal securities Liroker wnd cach
municipr] spenrities dealer shall pay to the Board snch reagonahble
fees anid choarges as may be necesery or eppropriste to defray
the costs and experces of aperuting and administering the Board.
Hoch vules shull specify the mneant of sush feeg and charges,

M} establisli the termy pnd conditions under which any
truunicipal ascuritics dealer may sell, or prohibit any municipal
seenrities degler from selling, Ry part of o new issue of municipal
secirities to 1 municipel secnrities investment povifolie Juong
the underwriting period.

“{3) Notlipg in this seciion shall be constried to Impair or Yimit the
pewer of the Commission undor this £iEl.

#ied (1] No broler, dealer, or municipal sscurities desler shall maloe
use of the mails or any means or instoumentelity of interstate com-
meroe to effest any transaction in, or Lo induce o7 attempt to induce
the purchast or sale of, any municipal seeurity tn contravention of any
rule of the Bowrd,

{2} The Commission, by order, shell censure, place litnitations
on the activities, functions, or operations, suspond for a period not
excending twelve months, or revoke the registration of any municipal
sacnTities deater, if it finds, on the ran-urdmsﬁte[' natice and oppurtunity
for hearimg, that such eensure, placing of lmitetions, denial, sus-
PensIon, or revecation, s in the public interest and that such munici-
pal securities dealer has eommitted or omitted any act or omission
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snumarsted in subparagraph (4}, {D}, or (E) of paragroph {4) of
gaction 15{b} »f this titlu.ﬁms beon convicte] of any offonze specified
1o subpnragraph (1) of such parazraph (4) within ten years of the
commencement of the procecdings nnder this parsgraph, ar s
enjoined frem any action, conduct, or proctice spreeified in subpera-
ireaph (O of such paraperaph (4.

B9 Pending finul determination whether any registration under
this section shall be revoked, the Comtnission, by order. may suspend
such registration, {f such suspetsion appears to the Commission, afler
tiotice and opportuuity for hearing, to be necessary or appropriate in
the public intergst or for the protection of Investors Any regisersd
munlcipal securities dealer may, upon such terms and conditions as
the Commission may deem necesgary 1o tlw public interest or for the
protection of mvestars, withdrow from qegistration by Al in_gn written
nice of withdeawal with the Commission. If the Cominission finds
that any repistered muonicipgl securities dealer k= no longer in exist-
ence 0r ling ceased to do business 2z o minicipal seancties dealor, the
Commission, by ordet, shall cancal the registration of such mumcipel
securities dealer.

{4} The Cemmission, by ovder, shall censure sny person sssoel-
ated, or soeking to become azsociuted with, a municipal secoritios doaler
ac suspend for a pertnd not exeeeding tewelve months or bar any such
precen from heing wmocinted with o municipal seeorities desler. if the
‘oromission tinds, om the record after notico and opportunity for
legaringr, that such censurs, suspension, or bar iz in the public intersst
and that such peraon has eommtted o omilted any act or omission
ennmerated in subparagraph (A3, {T0), ur (B} of paragreph (4} of
section 15{b} of this title, has been convicted of any offense specified
in subpuragraph (B of sueh paragraph {47 within ten years of
the commencement of the procecdings under this parapraph. or is
enjoinnd feam any action, conduct, or prachiee spectfied in solipara-
graph (1} of snch parsgraph {4}, 1t shal) be galewfel for any porson
as to whon an order entered pursuant o (his puragreph or paragraph
(4% of thiz subsection suspeading o barring him from betug asso-
cisted with » municipal securities dealer is o effert. wiltfully to become,
or to he, assoeiated with a municipa] seenritics dealer witlout, the
consent of the Cotnmission, and it shall be ghlawful for ANy Funii-
pal seenrities dealer Lo permit such & person to become, oF remain, &
persen assotisted with him without the consent of the Commission,
1f =uch muonteipal svearities derler knew, or, in the cxercise of reason-
gbla vare sltould have known, of syeh order,

"5 With respect Lo any municipal seeurities desler for which the
C'oroinission is net the nppropriste tegulntory pgeney, the appropriste
regulatory agency for sweh mubicipal securtles dealer may sanction
an¥ such municipal sucurities denler io the menner o Tor the reasons
specilied in paragraph (2} of this subsection and any persen nssoci-
ated with sneh numieipe] securities dealer in the manner and for the
reascis specified in pacagraph (4} of this subsection. In aeddition,
such apprpeinie reguintory agency soay, i wecordance with seetion B
of the Federal Dheposit Insuranes Act {1# 1180 1818), cuforce com-
plisnee by suel munieipnd seeurities deeler or any person asseciated
with soeb municipal seeneinies dealer with the provisions of this sec-
tiom, section 17 of tiis title, the rales of the Board. and the roles of the
{Commission pertgining to monieips) securities dealers, persons asso-
cinted with municipal secuvities dealers, and (ransactions in munieipal
soctirities. For purposes of the preceding serdence, any violation of
iy such provision shall constitute adequate basis for the jsauanee of
any order nder seetion R{b) or 3¢} of the Federa] Thepasit Insurance
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Act, ahd the customerz of eny surh municipal securities dealer shall
ho decmed to be Yepositors’ bs What term 32 used in section B{c) of
that Act. Kothing in this peragraph shall be construed to affact in any
way the powers of such approprlate repulatory agency to proceed
agoinat mach muntcipul securities dealer under any other provision of
lat.

“{6} (A} The Commission, prior to the entry of an order of investi-
fgation, or commencement of shy proceedings, against any nunicipal
securitles dealer, or person associated with any monicipal securities
chenler, for which che Comnmission is oot The appropriste regulato
agency, For violation of any provision of Liis ssction, seetion 13(2) {1
or 13H{«) (2} of this title, any tule or regulation under &y such section,
or %0y rile of the bourd, shell (i) give noties to the agpmpr'mtp, regu-
latory agency for such munivipal secnrities dealer of the identity of
snch munictpal serurities desler or person associaled with such municl-
pal securities draler and the nature of and busis for sech proposed
action and [':]ir') eonsult with such appropriate regulstory sgency con-
cerning the effect of sueh proposed netion on =ound hnn]?:ring practices
and the feasilility and desirability of eoordinating such action with
any proveading or proposed procecding by snel appropriate reguletary
agency against such municipsl sscurities dealer ar associaied persomn.

(B} Tﬁ: appropriste regulatory apency for 2 municipnd securities
deuler (1f other than the f_“-nmmissinn%', priot ta the eutey of an ocder
of inveatigation, or commencatnent oF any proceedings, against sach
tnenlgtiaal securities Jdealer or person wssociated with such municips]
securities dewler, for viclation of any provision of this section, the
rules of the Bancd, or the roles or pegulations of the Commission por-
Laining to municipat seenritios dealers. persons associated with munici-
pal securities dealers, of transactiong ik taunicipal gecurities shall
[1} give notice to the Commission of the identity of such municipal
securifies dealer or person mssociated with such munivipal securifies
dealer and the noturs of and basis for such proposed action and ¢37)
consilt with the Commission concerning the effect uf such propused
action o ilie protecrion of investors and the feasibility apd desitahil-
ity of coordinating such wction with any proceeding or propesed pra-
eeading by the Commission agminst snch nimicipal zecurities dealer or
asenciater] persom,

(O} Mathing tn this paragraph shell be cotstrued to impair or lmit
{other than by the requivement of prior consultation} the power of
the Corminission or the apprapriste reguintory ageney for a munieipal
securities desicr to inttiste mny action of & class described in thig
paregraph or to aflact in pny wey the power of the Commission or
such appropriste regulatory agency to nitiete any other action pur-
Buant to this ritle or uny other provision of law,

S(THAY Tests required pursoant to subsection (h) (2] (A) (iii) of
this section shall be administered by or on behalf of and periodic
RRAMINALiNS pursuant te subsection (b) 12) {EY of thiz section shell ba
condueted ly—

“{i} o rogisterad secyrities agsoeiziton, in the case of muonicipal
securitics brokers and municipal securiiles dealers whe are mem-
bers of such e=sociation s and

“[i1) the approprisle regulatory agency for any mumisipal
securities broker or municipal securitiss dealer, in the case of all
other municipal securitics brokers sod mumicipol securities
dealers,

¥{13) A registered securities assaciation shall make o report of an
axaininstion eonducted pursuent to subsection (h){23{E) of ihis
seckion and promptly fuenish the Commission a eopy thereaf and any
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data supglird to it in counection with such examination. Subject to
suell limitations as the Coinnidssion, by rule. determines to be necessaty
or appropriste tn the public jnterest or for the }!‘Jrnteuh'un of investors,
the Coeneniszion shell, on vequess, make availeble 1o the Board a copy
of any report of on examination of » muniripal securities broler or
rauniciphl 2ecurities dealer made by or fmenished (o the Commission
purseant to ibis peragraph or seclion L7{c) (3] of this title,

“{H} The {onmission 15 aulhorizod, by erder. il o its apinion suel
action is necesrary or nppropriate in the pablic interest, for the pro-
tection of investors, ar vtherwise, in furthersnee of the purposes of this
tirle, te vemove from office or cenanre zny member or emploves of the
Booard, whe, the Commission finds, on the record after notice and
apportunity for hearing, hae willfutly (4] violated any pravigion of
this titde, the rules and repulstions therennder, or the rules of the
Board or {13 abmscd his aothority.

Y7d) i1y Meither the Conmission ner the Bored 15 aootluvoiced ander
this title, by rule o regmlation, to require woy issner of municipal
seeinrilies, diteetly or indirectly threngh & purchaser or prospective
purchaser of seen-ities from Lhe ssger, to Ale withy the Commession or
the Board prior to the sole of such secnrities Iy the isguer any appli-
rabion, veport, ar derument in connection with the issaonee, sale, or
distribntion of sueh avcarities.

“{2) The Brard is net autherized under this title to require any
egsuer of municipal seouriiws, dimectly or ilirect]y throngh a municl-
pal sevirilbes broker or municipal seenrities dealer or otherwise, to
furaish to e Board or le s purchaser or a prospective purchaser of
suedy secwrities auy application, report, document, or infonmation with
cespect to such lssuer : Provided, kowerer. That the Board mey require
e ipw] secarities brokers and municipal sasenritics dealers ta Bur-
enishe ta the Board o purchnsers or progpective purchesers of municipal
seratitics applications, reports, go-:ummﬂs, and information with
respect. to the jsper thereof which is generally available frem 2 soures
otoer thaw such eseer. Nothing in this peragreph shall be construed
te impair or limit the power of the Commission nnder amy provision
nf this title.”

Sec. 14 Heetion 17 of the Securiries Exchange Act of 1934 (15
17800, 7hn} is amended Gy striking subsection (m), tedesignating
subsection (b} as subsection (@), awd imserting the following as sub-
scebions fa). thhy (ab, {d). {e), and (f):

“{a){1) Every national securtties Exchange, meinber Lersof broker
av deafer wha fransacts a bnsiness in seenrities threongh the medium
of any such member, registered securities assevimtion, registered
broker or dealer, registercd munivipal sccmritics dealer, reposterad
securities nfurmulien processor, reglstered trunsfer agent, end regis-
tered] clewring arency and the Municipal Securities Ro emilring Board
shall make urdd keep for prescribed periods sueh recortls, Furnish such
coples theeref, and make and Jdisseminate such reports as the Com-
imissian, by rale, preseribes as necessary or tpproprinte in the public
interest, for the protectivn of Jovestors, or DtEgrwisp. in furtherancs
of the purposes of this title,

2y Every mgistered clearing ageney shall also make and kes
for preseribed periods speh roeords, Turnish such copdes tharent, ant
innkna and disseminate sgch TepHrts, a3 the prrnpriute, regulatory
ngeney for such chorving apency, by mile. prescrilis e necegsary or
ippropriale for the safepruurding of secorities snd funds in the cos-
tody or contrel of such clesving agency or for which it is responaible

{2} Every registered trmpsfer agent shall also meke and keep for
presuribied periods snch records, furnish such copies thercof, snd make
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such reports as the nppropriste regulatory agency for such transfer
agent, by rule, prescribes as necessary or sppropriate in furtherancs
l}% the purposes of section 17A of this title, ) .

Hibh All records of persons deseribed In snbscetion (a) of this see-
tion are subject 4l Aoy time, or frowm tiue (o time, to suel rensonable
periode, spectal, or mi&r examinations by represenintives of the Com-
migsien afl the approprinte regulatory ageney for zuch persons as
the Comizsion or the a ppropriste regnlatory agency for such peranms
deems necessary o uppropriate in the public interest, Tor the protee-
tion of invesiors, or otherwise in furtherance of the imrpcﬁm of this
title: Prenided. Aowerer. That the Oommission shell, poior to con-
ducking any soch examination of » regivtered clearing smency, re
istered tramsler sgent. or registered municipsd securities dealer for
which it is not the appropriate regulatery ageney, give notiee to the
appropriate regulatary ageney for such clearing sgency, transfer
nrent, or manieipal acenrities dealer of such praposed r-:;nmihnt.énn
and eonsalt with suweh appropritie repnlatory agency cnmcerning
the feambilily and desirability of coordirating such axnminatien wilh
cxamingtions eonducted by suel appropemte reenlafory aecney with
o view tn evoiding nhnecussary regulatory duplieation or undue regu-
latory hurdens for such elearing amency, teansfer spent, ov inuuicipal
sccurities dealer. Nothing in the proviso to the preceding sentence
shall be eonsteaed to impeir or tmit (other than by tho requirement
of prioe congnitatien] the puwer of the Commissien under this sub-
section to exwmine any clearing ageney, transfer agent, or municipal
sauyrtics dealer o Lo aifect 11 any way the pover of the Commission
under sry other provigion of this Litle or otherwise 1o inspect, examine,
or investigate any such cleartng agency, tinnsfer agent, or municipal
seoteritios deater

“{e3 i1y Wvery clenring pgency, trensfor npent, and municipal seou-
ritivs dealer for waich ihe Clommission is net the appropriate regulu-
tory apere® shall (A} file with the appoopriace regolatory pgeney for
sneh elearing sgency. transfer agent. or municipal securities dealer a
wopy of wny application, notice, proposal, repore, or dosiieent filed
with the Conomission by reason of its belng o clewring agency, tranafer
rgent, or muanieipal secarities dealer and (B fle with the Cammissing
g copy of any application, netice, proposal, report, or document. [led
with such appropriate repulatory agency by reason of its being o
clenring agency, transter apent, or municipal seeurities dealer. The
Municipal Securities Ruleaaking Feard slall e with each opency
ennmerated in section 3{a) (341 A) of this title copies of svery pro-
posedd rals chanpe filed with the Commiszion pursuant to seetion 131
of tlis title,

“(8) The approprinte regulatory agency for a clearing apency,
trnnafer ament, or manicipal seennties dealer for which the Cammis-
sion j5 net the approprinte regulatery ngency shall fike with the Com-
mission notice of the commencement. of any proceeding and u copy of
any order entered by cueh appropriate vegilatory ageney geainst sueh
clearing mprency, tmensfer went, or monieipal secerities dealer, and
the Commisgion shall file with zuch appropriste veguletory apgency
notice of the commencement of any proceeding and o copy of any
order entered by the Comniission agninst such clearing apeney, trana-
for agent. or municipal securities dealer.

(3} The Comission and the appropriate repulatory ageney {fora
cleartng ameney, fransfer agent, or mmoicipa] seenrities deaker for
which the Commission is not the appropriste regulacery agency shall
earh notify the other and make a peport of any examinaliaon conducted
' it of anch clearing ageney, tranafer agent, or murerpal scenribieg
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dealer, url, upon request, fumish to the other a copy of much report
and wny date supplied ta it in conpeerion seith aneh ezaminntion.

“{ady{1) The Commission, by vule or order, as i deems necessary
o appropriate in the public interest and for the protection af inves-
tovs, to foster cooperslion and coovdinetion among self-regulatory
orgainizations, av Lo remove impediments to and fozter the develap-
et of o notional market system and natienal system for the clear-
une and settlement of seearities transactions, may —

“fA} with respect to any persun wha is o member of or partici-
pant in more than one self regulatory urpanizstion. velieve any
such self negnilatoey organteation of any responsibility under this
title {1} to reecive regulatory reports from swch persen, {ii) to
examine such person for compliance, or to enforee somplianee by
sueh person, with specified provisions of this tetle, the rules and
regulations thercunder, and its own rules, or (iii} to cacry ont
other specified repnlatory functions with respest Lo =och person,
and

“{15) allocate among self-regolatory organizations the author-
ity do adapt rules Wi%l. respecl to matlers na to whicl, in the
absedee of el allocation, Auclt seli-regitlabory orgabications
share nuthaority under this kitle.

In waling woy such rule or entering any such order, the Commizssion
shall take into consideiation the reparlatory eapebilities and procedurcy
of the self-regutalory orpanizations, availability of sraff, sovvenience
of loeatioqn, unnecessary regulatory duplieation, and such othar factors
a4 the ComAlssion wmay canslder perinane Lo the protection of investors,
cooporarion and courdinatioh among self-regulatery organizations,
and the developmend of o mational owrket syntern and s national
systean for the clearance and settlemeit of securities Lranspetions,
The Commission, by rule or oder, a8 it desms necessary or appropriste
in the public interest and for the protection of Investons, may require
ity self-vegulatory orgumizalion relteved of any responsibility putsu-
ant to thiz paragraph, and ooy person with respect to whom such
regpongilility relrtes, to take such steps as are speeilied in wny such
iule ar order to natify customers of, and persons doing business with,
sich person of the hmited nature of such golf-regulatory ovganiza-
tian's responsibility for such pumson's acts, practices, and contse of
husiness.

“12y A selfrepulatory argunization shall furnish copies of any
report of examination of any person who is 1 member of or 2 par-
ticipant in such self-regulatory arganization to any other self-reguls-
fory organization of which soch person is & member or in which snch
persan is o pariicipant ppoen the eequest of such person, such other
sel F-repulatory orgunizalion, or the Comimission.

(e} {1} {A) Every registercd broker or dealer shall annually file
wiih the Cenmission a balatice sheel and income statement certified
hy an independent public accountant, prepered on a calender or fses]
yonr bnsiz, and snch other financial Aaterments {which shall, 2z the
Cinmnrnission speeities, be certifieldy and information coneerning its
financial condition as the Commission. by role may preseribe as neces-
sury or appropeivie mmothe public interest or for the protection of
nLvestors.

11}y Every vegistered braler and dealer shiol! aonuadly sened Lo its
rustomers #s certified balanee shect and soech other finencial state-
ments and information concerning its financial condition as the Com-
mizsion, by role, may preseribe pursuant to rubsection (a)] of this
cection.

89 STAT. 139

Selforcgulatory
orgenizations.

Filing of balapce
sheet and income
atatement,

Finpeocial
AWCToaks 1o
CUSTGIMEES,



B9 5TAT. 140

Exemptivo.

Muzsing, Lwsl,
counetieit, or
stolen securitios,
reparing.

Fingerpriots,
submittal ta
Ailorney

Gegeral].

Ezemption.

Matipnat Crime
lolurmation
Crenter facilivies,
LEC.

Lelegation of
amhoecity.

PUBLIC LAW 94-20—JUNE 4, 1975

“{C{{ The Commission, by rule or order. may conditionally or
ibeobdi lonally exempt any registered broker or dealer, or class of
queh brokers or denlers, fram any provizion af this paregraph i the
Commission determines that such exemption 1% consistent with the
public intorest aml te protection of investors. )

“{8} The Comemission, by role, as b deems necesswry or appropriste
i the parlic interest o1 for the protection of investors, may preseribe
the forim and content. of finan ri:l?ststmments filed pursnant to this fille
and the secounting prineiples and aceounting standards wsed in their
ITEpaTatian, )

“{FH{1} Every national securities exchange, member (hereof, ropis-
rered securities wesocistion, ‘proker, denler, municipal seowriies dealer,
registered transfer apgent, repislered clearing agency. partidpant
therein, wember of the Federal Reserve System, and bank whose
diuplrisitﬂ are insnved by tha Faderal Deprait Insurance Corporation
sl l—

“{&0) repurt to the Commission o other person designated by
the Uemprmtssion 2oeh Informadion aboot missing, lost, ronnterfeit,
gr stalen seentities, ot secl form and within sych Line as the Com-
mizsion, by rale, determines s necessary or sppropriate in the pub-
lie interast or Tur the protection of invesiors] sach information
ghall be oyvailible oo request for o ressonalile fer, to any such
exehange, menher, u&«mial.iuh, broker, dealer, 1m111ir:ipt11 securitias
denler, transfer agenr, clearing ngency, pacticipant. roemaer of
the Federal Beawrve Systemn, or insured bank, and snch athec per-
goms s the Commission, by role, designaies; aned

SRy make such ingniry with respect to information reporterd
pursuant to thiz subzection as the Coinmisston, by rule, proserthes
NS BPCCERLLY OF applepriste in the poblic intevest or for Lhe pro-
tection of ivestors, to determing whatler seepritios in thelr ona-
tody or cantrol, for which they are responsble, or in which
they are offeting, clearing, or seltling v Eransachon bave been
reported s missiog, lost, counleclen, or stalen,

(21 Kvery member of a nxbiona] securities exchengr, hroler, desler.
regigterecd transfer ngent, and registered clearing agency, shall regnire
that ench of s padners. direerors, officers, 1III1§ ertplovess be finger-
printed wnd sladl submit sueh Hogerprinte, or cauge the sanee to be
snbmitied, te the Attorney Cheneral :}; the TThited Stades Tor wlendili-
cation and appropuiate processing, The Comanission, by rule, may
ezempt from tze prewvisions of this paragraph upon specified terms,
votdiliony, and periods, any cless of partners, directors, ufficers, ot
employess of any such member, broker. dexler, transfer agent. or
clearing apeney, If the Commissien iinds that sneh action is not ineon-
sistent with the public interest or the peotection of investors.

“4) Tneorder tocarry out the anthority under paragraphs (17 and
{2} nhave, the Commission or b= designer may cnter Inlo wgrecment
with thoe Attorney (General vo wee the Tweilities of the Nationnl Crime
Informacion Center (“NCI™} Lo receive, stove, and disseminste infor-
mation in regard to myissing, last, counterfeir, or atolun securitios and
to permit. divect inquiry access to NC1{Ys file on auch securities for
the inaneial commnmity.

“{a) Io regard to paresraphs (1), (#). and (3}, above insofar
whosucn paragraphs apply to any bank or member of the Feders!
Reserve System, the Cemmission may delegate it6 aulliority to:

“(AY the Comptroller of the Cnrrency as o national banks
and banksz operating under the Qode of Law for (the District of
{olumbis;

“{B) the Federal Reserva Board in regard to any member of
the Federal Reserve System which is not 2 nationgl bank or a
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hank o rating under the Crade of Taw for the [District of Ueliem-
Ly and
"{C] the Fedarasl] I}ﬂ'[u"lﬂ:.t. Thourabce l'f,]rpﬁraq,'iun for any State
bank which is insuced by the Federal Deposit Insursnce Cr-
poration lmt which = sol g momber of (e Federal Reserve
Systeni
#¢a) The Commission shall encomrage the insurance ndostry io
requaire their insured o report expecitioosly instances of missinge, lost,
coubiberfoit, or stolen securities to the Commission or to such other
persan o the Coemmigsion may, by ru’e, designate to receive such
information.™.
Sec. 15, The Securities Exchange Act of 14934 is moended by insert-
ing uftor section 17 (18 (RSO TRY) fhe Following wew seclion:

N ATIONAL SYSTEM FOX CLEARAN CE AXND ZETTLEMENT OF SLCURITIFS
THAN SACITONSG

HErc 1TAL (10 1) The Congress fmds that—

#{A) The prompt and aecurate elearanes and settlement of
secnritles transactions, Ineluding the transfer of vecord cwnership
wiil the sefemrding of sceurities and funds related thereto, wre
neceszary for the pratection of investors and persons faeilitating
transactisns by und acring on behalf of investors,

SR Tuofgiend pmcr.-:dgl.rlms o elenrance und settlenment impose
unnecessnTy casts on investors and persons Tacilitating transae-
tiems by and scting on behalf of investors.

i) Wew dats processing ohel sotnmuntcations techniques
create the opportanily for more efficlent, effective, and safe pro-
erdures for clonrance and settlemont.

“1[3) The linking of all clearance gnd setdlement fecilitics and
dlw: cdeveloptnent of nniform standards and procedures fur clear-
ance amd settlement will teduce anhecossary vostz end increasze
the protection of inyesiors snd persons facilitating transactions
by andl scting on behalf of inves ors, '

“(2)y The Commizsion is divected, tlerefore, having due regacd for
the puklie nterest, the protretion of investors, the safeguarding of
securitics and fonds, and maintenmnce of fajr comnpetition among
heokers ead dealers, clearing sgeneivs, and transfer agents, 10 n=e jt=
autherity under this Litle (o facilitate the esiablishment of & national
syslem for the prompt and weearnte elearance gnd setilerment of trans-
actions yu seeurrities {olher than excmipted securities) (b seenofanes
with the findings andd to carry out the objectives set forth in para-
graph {1} of this snbseetion. The Coineission shafl nse e anthority
under this titl: to assiees equal regulation under this title of registerard
elering agrenzies and registered transfer aments,

“(BI(1) Excepi as ntherwise provided in {his section, it shall be
unlawful for any elearing agency. unless registered in aeeordance
with this snbsection. directly or indirectly, to make use of the mails
or uny means or instrumentality of interstale commerce to perform
the funclicns of » clearing ageney with respect $o any seeurity {other
than an exempted seeurity), The Commission, by rule or order, upon
Its 0Wn matin or upon applieation, may conditionally or uncondi-
tionally exempt any clearing agency or security o any class of clear-
m$ Agrencwes or secnrities from any provisians of this section or the
riles or repulations therennder, iT the Commission finds that cueh
exemptioh 38 consistent with the public interest, the protection of
investars, ami the purposes of this eeetion, ineluding the prompt aml
accurate clearance and seltlement of seoirrities transactions and the
safeganrding of seeuritios and funde. A clearing agoney oy Lransfer
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agrentt shall nat perform the funetions of hoth a elearing ageney and a
transfer agent wnless such elearing agency or transfer egent is regis-
tered in acoordance wilk this subsectlon snd subsection {o) of this
gecd.ion,

“{2) A clearing sgency may be registersd under the tarms and eon-
ditions hereinafter provided in this subsectton and in necordance with
the provisions of section 19{a) of this title, by Aling with the Conmis-
ginn zn application for reglatration in such forin as the Commission,
by rule, may prescribe contsining the rules of the clearing agency and
such other imformation and docirrments ws the Commnission, by rule,
muy preseribe a5 necessary or approftiate in the public intevest ar for
the promept, aml aeenrade clegmence and setlement of seeurities {rahs-
Lctlons.

H{3) A elearing agency shall nok be registered nadess fle Commis.
gion sdefermineg Lhat—

“{AY Buch clearing agency is 50 organized and has the capac-
itw o he able to facilitete the prompt and aecurate clearenee ad
settlement of securities transactions for whicl it is responsible, to
safegmard =seoncities and funds in its ensiody or eomtrol or for
which it is responsible, to comply with the provisions of this title
and the rules and repnlations thereunder, to enforee [subject to
any rule or order of the Commission pursuant, to reckion 17(d} or
197t (2} of this title} coraplizoes by ifs participants with the
rules of the clearing agency, and to cacry out the perposes of this
section.

“{18) Subject to the provisiony of paragrapl (4) of this suh-
seebion, the rutes of the clearing apeney provide that ey (1) moeg-
rstered luober or denler, (i) other vegistered clesring agency, {in)
regietered investment company, (ivd hank, {v] ivenrance com-
pany, o (vi) other person or elass of persons as the Com-
mission, by rule, may from time 1o (ime degignate as appropriate
ta the development of a nhatiomal system for the prompt and
gecurete clearance and aettlement of securities tronssctions mzy
becamaa participant insuch clearing sponey.

“{C3 The ryies of the clearing amency assorc a frir representa-
tion of its shareholders {or members) and partiel pants in the selec-
Lign gf its directors and sdministretion of 1ts affairs. {The
Commission may determine that the repressmtation of partic-
panmis iz frir if they are sforded & ressonable epportunity to
pequire voting stock of the cleaving agency, directly or indirectly,
tn rensonable proportion to their uss of such clearing spency. )

LI The cules of the clearing agency provide for the equitable
allpention of reasonzble dues, fees, and other charges nmobg its
participunts.

“(E}) The rules of the slearing agency do et upose any sched-
ule of pricus, or fix rates or other fees, for sevvies rendered by its
participants.

“{F) The rules of the elearing aganey ave desighed to promaots
the promet and accurate clesrance and setilament of securitics
iransactions, fo assuro the safepuarding of securities wnd funds
whieh are in the custedy or control of the clearing ageney or for
whick it.is responstbli, to foster cooperation and eoordination with
pergons engaged in the clearance and sertlament of speurities trans-
nctions, to remove impediments to and perfect the mechanizm of
o national system for the prompt and accurate clearace and set-
themment of sceurities transactions, and, in geneval, lv protect
investors und the publie interest; and are not designed to permit
unfair discriminztion in the admizssion of participants or smoeng
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poarticipants in the wee of the clearing ngeney, o to regnlati by
vittue of any authority conferred by thiz title matters not refated
to the purposes of this seetion ov the administeation of the elear-
Lngr AFEnCY.

“{{3) The roles of the elaaring agency provide that (subject
tnany rube or onder of the Cononission purseant to section 17{d)
ar 1) (2) of this titlel its participants shall be appropriately
digeiplined far violatiaon of any provision of the rales of the clear-
ing ageucy by expulsion, suspension. limitation of aetivities, fune-
tiong, aol operations. fine, censite, or any oher fitting sanethan.

SUELY The eiles of the clenving agency ace in accordance with
the. (rravisong of pavagraph (33 of this subsection, nnd, in general,
provide a fair procedure with vespect to the disciplining of par-
tieipans, ihe deni:] of participation to any person seeking par-
ticipation therein. and the prohibition or Vmitation by the
elearing agency of any person with respect to access to services
offerud by the clearing apency,

“{I1 The rules of the clesring neency do not impose any bar-
den on competilion nol necessary or approfriate in furtherance
of the purposes of Uis Litle,

Sl A A vegistered clearing apency may, and in cates in which
fhe Commission, by order, directs ag approprinte i the public interest
shall, deny participetion to any person subjoet to a stobotory dis
gualificetion. A repisrered clenring sgency shall file notice with the
{‘ommission not less than thirty daye prier to adinitting sny person
to participation, if the clearing agency knew, ar in the exercise of
reasenable care sheuld have known, that sich persun was suobject 1o
a statubory disqualification. The notire shall Ee in soeh form and
eontain sucl infernabion as the Cominisaion, by rule, may prescribe
u8 necessary or appropriete In the publie interest or for the probection
of jnvestors,

SR A registered clearing agency may deny participation Le, or
condition the partieipailion of, any person if such person docs not
meet. sucn stendarls of finenejal responsibility, operalional enpa-
hility, experience. and competence vs are prescribed by the rules of
the clearing ngency., A repistersd cleering agency may examine end
vertfr tha qualificalions of no applicant to be o participant in secord-
ance with procedurcs establizhed by the rules of the clearing apency.

PIDYCAY To any proceeding by a registered elearing wpency to
determine whether o partickpant shotld be diseiplined {other than
g summary proceeding pursusnt to subparagraph (1) of this pare-
grophl, the clearing apeney shali bring specife charpes, notify such
pariicipent of, and give lnm an opportunity to defend ageinst such
rharges, and keep a record. A determination by the cleating apency
te limpose s diseiplivary sanction shalt be supported by = statement
sctting forth

(1Y any act or proctice in which such partieipant has heen
found tn bave engsged, or which such participant has been found
to hinve omilked ;

{11 the specific provisions of the rules of the {'.Iem"mg Ry
which any such ael or practice, or omission fo act, 12 deemed to
vielate; and

“iii) the sanction impeoscd snd the vepsons therafor.

“IBY Tn any procecding by a repislered cleering amency to deter-
mind whether a person shall be denied participation or proklibited or
ltmited with respect to arcess {o services offersd by the clezring
ngency, the clearln%jgenc}r shall notify surh person of, and give him
an oppottunity to be heard upon, the specific grounds for denial or
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prohibition or limitation under consideration end keep a recovd. &
determination by the elearing agency Lo denvy participation or pro-
Lihit or limit & pewonr with Tespect to access to serviees nﬂ'e.rerF bry
the clearing ngency shall be supported by a statement setting forth
the spr:-'lu]fic grounds on which the denial or prohibition or Yimitation
i5 hvause].

“{) A registered clearing sgemey may summerily guepend and
close the accounts of & participant who (i) has been and is capelled
or sispended from any self-regulatory organization, (i) 1240 default
of uny delivery of funds or secicrities o the clenzing ageney, or (iii}
i5 in sarh fingneinl or operating difficulty that the clearing agenc
derermines end sa notifies the appropriste reguletory agency for sue
participant that sueh suspension and elosing of accounts are neces-
sary for the proteclion of the clearing ageneoy, irs perticipants,
erelilors, or inyestors. A parcbicipant 50 summeridy suspended shall
be promptiy aforded an opportunity for 2 hearing by 1he clearin
agency in accordance with the provisions of subparagraph (A) o
this paragraph. The approprizte reguiotory agency for snch par-
tivipunt, by erder, may stay eny such summary suspension on its ewn
mied ivn o apon Applicatien by any person aggrieved thereby, if such
approprieie regaialeory agenoy determines surnmarily or aftor notiee
and eppartunity for heaning (which hearing may consist solely of
the enbmission of afidaviis or presentation of ors! arpmments) that
such stay s consistent, with the public interest and protection of
Investors.

M6} No regisiored clearing agency shall prohibit or limit access by
any person in services offered by any participant therein.

"(e){1) Exrept ns atherwise provided in this section, it shall be
unlawful for any trunsfer ogent, nnless regisierod in secordance with
this sectwn, diraefly or indirectTy, to vake vee of the mails or any
means or instrumentelity of interstate comimerce to perform the func.
lion of a transfer agent with respect to any secuwrily registered under
sectinn 18 of thiz tile or which would be vequired to bo repgistered
exeept for the exemption Teom registration provided Ly subsection
() (2y (R or (gl (2] ({3¥ of that section. The approprinte rerulatory
agenvy, by rzle or onder, upon its own motlon or upnn application,
may condilinnally or nnemwlitionally exermpt any person or security
or cJass of persons o1 securities from any provision of this seclion or
ity rule o repulation preseribed under this section, if the appropriate
repulatery agency finds (A) that such exemption s in the public
imterest and eonsistent with the protection of mmvestora and the pur-
puses of this section, inelading the prompt and aecurate clearance and
settlement of securities transactions and the safeguarding of sseurities
and finds, and (B) the Commission does not ohjrer to such exemption.

{2} A transfor agend may be registered by filing with the appra-
priain regulatory agency for sneh Lransfer gpeot wn application for
regestraticon in such oo and contnining such infermation and docu-
ments concerning such transfer agent as such appropriste regulatory
AFENICY Y Preseribe as macesonry or appropriate in furthevanee of the
B tposen of this seebion. Exeept as horeinaltec provided, sach regiztra-
tirn shall become efertive thirty deys after receipt of such application
by such eppropriate rogndatory agency or within such shorter period
af time av such nppropriate repulstory apency may determine.

“(41fAY The eppropriate regulatory agency for s trensfer agent,
by order, shall deny repistration to, censure, place limitatiohs on the
activitics, funetiens, or operations of, sospend for a periad not excead-
ing twelve monthe, o revoke tha registration of such transfer agent,
if such appropriate regulatory agency finds, an the record after notice
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gnd opporiunity for hesring, that sweh denial, vensure, placing of
limitations, stspension, or Tevaeation iz in the public interest and that
such transfer agent s willfully viclated or s woables re coraply witd
any provision of this section or zeecion 17 of this title or tlee rales op
regulations therennder.

‘(B) Pending tinal determination whether any registration oy o
transfer agent woder this subseciion shall be denind, the appropriaie
vegiiatary sgeney for suclh transfer agent, by order, ruay postpone
the effective date of sucl registration Lor a pertod nor to oxeeed lilteen
LIuys, bt if, after wedice gl uj:pﬂrhjnii_v fur |1euring {h‘hiﬂ]] STENY
consigt solely of sfidovits and orol arguments), it shall appear to suc
apprapriote regulatory agency Lo bo neeessury or appropriate in L
piblic inkborest o1 far flwe Peotuetion ol e ostors to postpone e efec-
Live date of such registration until Hual determinacion, such appro-
priate repulatory spency shall so order. Pending final determination
whether any registration under (his subsection shall be revolied, such
n._pprt:.-?nutﬂ regulatary agency, by order, mey suspend sech registra-
tion, 1 such suspension eppeaTs 1o such appropriate regulatory agency,
after motice and opportunity for benring, o be recessnty or appro-
priate i the pubic interest or for tle protection of investors.

“U0) A registeved tranaler agent mav, upon such terms and con-
ditiong ag the appropriate regulatory ogency for sueh transfar agant
deems necessary or appropriale in the FubI'u: interest, for the protoc.
iiom of investors, or in furthernnce of the purpeses of this section.
withdraw from registration by filing o written hatice of withdrpwal
wilh sucle uppropeiate repuladory sgency. If sueh appropritte reprula-
tory agency finds thet any teansfer agend for which it is the appro-
priate regulatnty sgeney, t2 no longer in existence ot has censed todo
business 15 o teavsfor sgent, such appropriate regulatory ageney, by
order, sholl eanee. or leny the registration. c

Ay Mo registered clearing ageney o registered transfer agent
shatl, directly or indicect]s, engage 1 any activity as clearing agency
ov frapgier agent in centravention of such rules and vepulations (4]
as the Coimtoisusion may prescrilw as wecessary or approprinte in the
public infereat, for the pratection of investors, ot elhetwisa in furtlier-
ance of the purposes ol this tiile, or {13) as the appropriate regulrtory
ageney for such clearing agemey or transfer agent may preseribe ng
necessary or nppreprisle for the safegunrding tﬁ' serrrities and funds.

f{2] Wilh respect to any elearing arency ortransfer agent. for which
Thi;. Commission 15 not the u[]iu'u];:'riufa I‘Eg‘ll]ﬂtn[‘_],? ﬂg-enf_-,}-, tha Lppro-
printe vegnlatnry Lgeney for sueh clesring agency ar transfer agent
mey, i1 accordance with section Bol the Federal 1epazit Tostranes Act
i1 L‘Sf" 1518} ' enfrtie {"L‘ﬂl'll]!iu.l]lf'{! |_I1,. sl plp.u |_'i:||;_1|' LMY O trams-
fer agent with the provisions of this section, sections 17 and 19 of this
title, and the roles and regmlationg therounder. For puarposes of flwe
preveding sentence, any violation of any such provision shall consti-
tute adequate basis for the issnance of au order ander seetion #(h) e
Ble) of the Federal Ipesic lnsutanee Act, and the participents in
any fuch elearing nj_,rc]'l.':f,' aml the prasuns doing Lusiness with an
such transfer agent shnll be dee-meLf to e ‘depositors’ us rhat termm Ly
uted ingeation 8{e) of that Aot

a3 {A} With respect lo any clearing agency or transfer agent for
which tho Conmission is ot the 2pproptiste regulatory agency, [he
Commission end the appropriate regulatory ageney for auch clesring
agenny or transfer prent shalt conanlt aml cooperrte with each other,
and, uz may be nppropriate, with State banking suthorities havia
supervision aver such clearing agency or tronsfer egent toward the enﬁ
that, &0 the mezimum extent. practicable, their respectiva regulatory
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responsitalities may be fulfilled and the rules and regulations appli-
eabila to such clearing agency or trpnsfer agent may be in accord
with both sound hanking practices and a national sysiem for the
prompt and seeorate clearance and settdanent of securities tronsac-
Lions, In aceardance with this objective—

*{i} the Commission and such appropriste repulatory ageney

shall, at least Afteen days prier to the ssuence for pubdic eom-
ment of any proposed ruts or regulation or sdoption of any rule
ot reglation concerning such clearing ageney or transfer agent,
consult and reguest the views of the other; and .

411} such apprepriate regulatory sgency shall azssume pramary
respons:hility to examine and enforce complianee by such clearing
apency or transfer apent with the provisions of thissection and sec-
tionz 17 and 19 of this title,

“(B) Nothing in the preesding subparagreph or elsewhere in this
{itle shall be construed to impalr or limit tﬁ;}tlmr than by the requite-
ment af notifivation) the Commission's autherity to make rules under
any provision of this title or to enforee gomuliance pursuant to any
provision of thia title by any clesring ageney or transfer agent with the
provisions of this title and the rules and regulativns thereunder.

Y(4) Kothing in this section shalk be eonstried to impair the author-
ity of eny Siate banking antherity or other State or Federal regu-
latory authority having jurisdiction over & person regislered as g clezr-
ing agency or transfer agent to make and enfores rules governing such
person which sre not inconsistent with this title and the rules and
regulations thereunder

“{e] The Cwnmission shall use itz authoeity gnder this title to end
the physical movement of securities certificates im connection with the
setbhement ainogee brokers and dealers of transactions m securibies gon-
sminrapted by means of the meils or any mesns or inatturnertekities
of lnterstote cormmeres.™.

Sue. 16, Bection 1% of the Seeurities Exchange Act of 1954 {15
TR T8} is amended to read as follows:

“REGLETHATIDN;. RESTONEIRIT.ITIER, AND OVPREIGHT OF SELF-REEGULATORY
ORAANIEATIONS

“Sec. 19. {a) (1] The Commission shall, upon the filing of 20 eppli-
cation for registration ss & netional securities exchange, registered
securities associatlon, or rogistered clearing agency, pursuant Lo sec-
tion 6, 15A, or 1TA of this title, respeetively, publish notice of such
filing and afford nterestad persons 2n opportunity to submit written
data, views, ahd aTgurents euncemmgmc.g applicetion. Within nincty
dars ol the date n% publication of such notice (or within such lengar
period as to which Lhe applicant consents), the Commission shall—-

“fAY by order grant gueh cegistracion, or
#iB) institule proceedings to determine whether registration
shpald Le denbed. Sash proceedings shall include notice of the
grounds for denial under considerstion and epportunity for heaz-
ing utd shall be concladed within ene hundred eighty 3&}'5 of the
dide of o publication of netice of the filing of the application for
registraidion, At the conclusion of such proceedings the Commis-
sion, by ocder, shall grant or deny seeh registration, The Commis-
Blon may extend the time for conclusion of such proceedings for
up to ninety days if it finds good cavse for such extension and
publishes il5 reasons for so finding or for sach lenger period as to

which the applieant consema,

‘he Commission ghail {grnnt such registration if it finds ihat the
reqiretnants of this titls and the roles and regulations thersunder
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with peapect to the applicant ure satisfied. The Commission shall geny
such registration if 1t does not make such finding.

“(2) With respect io an application for registration fled by a
clearing apency for which the Cumrmnission is not the appropriate
regulatory npeney — . .

A} The Cumndasion shall not grant registration prioc te
the siaticth day aZter the date of pobhication of notice of the fling
of such application unless the appropriate regu]ﬂ.to?r :u.g!ency for
such clerring agency has notificd the Commission of such appro-
priate regulatory agencys determination that such elearing
agency is 50 urganized and has the caapuuity to be mble to eafe-
gunrd zecurities amd funds in its custedy or eontrol or for which
1t 15 reyponsible and that the rules of sush clewring wgency are
desigied to sssare the safeguarding of such securities and funds.

“ 15 The Comnoission shall institute provesdings in socord-
ance with puragraph (1] (B) of this subseclion to determine
whether registration should be denied if the appropriate rogula-
tory ageney for such clearing agency notifies the Commusizon
within sixty days of the date of publication of notice of the filin
af such application of such appropriste regulaiory agency’s {1
determination thai snch elenving ageicy muy not be so organized
or have the capecity to be able to safeguard securities or funds
in its enslody or coutrel or for which it i responsible ar that
the rules of such elraring apgeney mway nol be designed to assure
the safeguarding of such secnrities and funds and {ii) ressons
far such deternanation,

“{C) The Commission shall deny registration if the ap[k)]mpriatu
regulatory agenvy for such clearing sgency natifies the Com-
mission priot to the eovelusion of proceedings instituted in
accardence with peragraph (I1}(B} of thiz subsection of such
sppropriate regilabory ageney’'s {13 determination that such clear-
ing agency i not so organized or does nat have the capacity to be
able to suifeguard seouritics or funds in its custody or control or
for whicli it is rusponsible or that w rules of sneh elearing
ageney are not designed te assurn the safeguarding of sueh
gecurities or Tunds and {01) rvessons for such E:‘.‘:‘:E-I‘.'ﬂ'ljnﬂ.l.iﬂih

"8} A self-regulatory organization may, upon such terms and
vonditions us the Commnigsion, by ele, deems THECESSHTY OT ARprapriate
in the public intereat or for the protection of investors, withdraw {rom
epistration by fling o written notice of withdrawsl with the Com-
emisgion, H the Compossion finds thet any seli-regulatory organize-
tien I8 io longer in existence or has ceased 16 do business in the copacity
spectfied i t6s epplicstion for registraiion, the Comnission, by
orsler, shall veneel its regisi ration, 1Tpon e withdrawal of a national
secirities associntion from regisrration or the concellation, suspen-
sIod, or oevecatton of the registration of a national serurities sesocia-
tion, the registralion of any aesorintion sffilisted therewith shall
autormatically termiinate.,

Nibr(1) Ench self-repvlatory organization shal? fle with the Com-
nusston, in accordance with suel rules as the Commission may pre-
seribie, copes of any propesed rile ar pny proposed change in, additian
to, or deletion free the rules of sogl self-regulatory orgunization
(hereinufrer jn this subsection eollectively referred to as & ‘proposed
rule cliznge’) sccompanied by 8 convise general stalemont of the basis
and purpose of such proposed rule elengs. The Ciwnmission shall,
upon the filing of oy proposed mle change, publish notice thersof
together with the terms of substante of thw proposed Tule change or
a deseription of the subjeets and issnes involved. The Commission
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shall give interested petsons an oppontunity to sulnit written dabs,
+icws, end argnments concerming such propozed rule change. No pro-
posed vile change shall take effect unless approved by the Cobunission
or otherwise permitied in mecordance with 1he provisions of this
stibertinn,

2y Within thirly-five days of the date of publicalion of nolice of
the filing of & proposed tule clange in accordance with peragraph
(1% of thes suibseetion, or within such longer period as $he Commission
nay designate up to ninety days of sueh dato if it Hnds such longer
period to b appropriate and pabiishes 362 reasons for o finding or as
to which the sell-regulatory vrganization consents, the Commission
slanll—

“{A} by order approve such proposed role change, or
Y irslitnte proceedings to delernine whether the proposed
rile change shonld be disapproved. Skeh proceedinge shall include
tddee of the grounds for disapproval under consideration and
opportunity for hearing snd be concluded within one hundred
srghty duys of the date of poblicabion of moliee of the fling of the
Empcm::l rule change. At the conelusion of such proveedings the
Jomunission, by order, slisll approve or dizapprove such pro-
posed rules chanme, The Commizeion may extend the time for con-
¢lugion of such proceedings for up to sixty days if it finds good
eause for sgeh extonsion ard poblishes it roasons for so fin 'ng
or for such longer perind s to which lhe self-rogpulnatory orea-
nigtion consents,
The Commission shall apprave s proposed tule change of & seff-
regulatory aepanization ¥ ic Ands chat sueh proposed vile change is
vonsigtent with the requirements of thiz title and the rules and regila-
tions thercimder applicable to such organization, The Commission
shall disapprove & propossd rule change of 2 self-regulatory ergani-
zution if 1l does not make sech finding. The Commission shall nof
approve any proposed ciels change prior o the thirtisth day ofter the
date uf pubhicat ion of notice of the filing Vwreol, unless the Commis-
?"E.H“d“ gown] couse for go doing and publishes its reasons for so
tridingr,

SEY{AY Nolwihstanding the provizions of paragraph (2} of this
subgsection, & propased tule change uay take effeel npoa filing with
tie Comodssion 1f desipnated by the self-regnlaiory organizalion as
(1] constituting a stuted policy, practice, or interpretation with respect
to the meaving, sdoinistration, of enfoercement of an existing mula of
the self-repralatory organizarion, (i) estahFshing or changing a doe,
feer, or other c¢harge tmpnsed by the gell-vegulatory arganization, or
(1ii] eorcerned solely with the administration of the salf-regnlatory
organizntion vr oiher mallers which the Commission, by rule, consist-
ent wilh the publie interest and the purposes of this subsection, may
specity ms without W provisiens of such paragraph {23,

YT Rorwithsianding any other provision of this subssction, &
prapessd mde charge may be put fnte effect summarily if it appears to
the Commission that snele action bs recossiry for the protoction of
itvvestors, the mainienanee of fait and orderly markets, o the safe-
gnanling of secuvities oo funds, Any proposed Tule change s put into
eifect shall be filed promplly thereafrer in zecordanee with the provi-
sions of paragraph (1) of this subsection,

“[C Any proposed rule change of a self-repulatory oreanization
which hos taken eFuct pursiant fo subparagraph (AY or {BY of this
parapraph may be enforeed by such organization to the extent it iv not
inconmistent wich the provisions of this title, tha rulis and rogulations
Phereunder, #nd applicable Federal and Stote law. At any time within
sinty days of the date of filing of sneh a propesed rule chunga in
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aceordsnee with the provisions of prragraph {17 of this sulsection,
the Conntnisgion summarily may abrogate the change in the rules of the
gnl-reguiatory organization masde therely and require that the pro-
posed Tole clwnge be vefiled in acordance with the provisions of
paragraph (1] of this subsection and reviewed i aecordaice with the
provisions of parwgraph {3) of this subsection, if iF appesrs to the
Comutizston tlist seeh gelion s recessary or appropriate in e pubtdic
intwrest, for the protection of investors, or otherwise I fur eownes
of the purposes of this title. Commissior aclion pursuant to the pre-
euding monteree shall not affect the veliclity or foree of the vale changs
curing the periml it was in effect and shall oot be reviewable under
section 23 of Lhix ritle por decmed te be final ageney actlon’ for pure-
powes of soetion T of title 5, United States Code,

Sy Wirle respeer to o proposed tale change filed by o registered
clearing agerey for which the Commission is not the wpproprizte
11";_7;1]:—1!.0:'3{ aEengy—

“(AY The Commission shell not approve any such propesed
e change orier oo the thirlieth day afler the date of pablicatiom
of natice of the filing thereof unless the appropriate wemmlatory
ageney Tor such clearing agency has notified e Cmomibssion of
sarh appropriate regulotory apeney’s determinstion that the pro-
postd Mo clhiange Iz consistent with the safepuardine of seenvilics
antd funds in the custody or control of sucl clearing agency or for
which it i pespangible,

“{B] The Comeission shall ingtitate praeerdings i aceordance
witly parsrraph (23 (184 of this subsection to detormine whethor
any asach propoesed rule chooge should be dcapproved. it ihe
appropriste rernlatory ageury for suel cleaving ngetcy ot ifies
thie Commission within thirty davs of the dare of jarblication of
wotiee of the filig of the proposed rule change of such appro-
printe repulatnry agency’s (1) determination that the proposel
mile change mey be Incousistent with the saferuarding of secu-
rities or funds in the custedy or control of such clearing smency
or for which It iz respomsible aud (1) rensous for seeh
determination.

{0 The Commbssien ghall disapprove any such proposcd mle
rhange it the appropriate regnlatory ageney for sucl elearing
weeney notdies the Commission prior to the apelusion of -
arcdings ingtituted in accordance with perograph (23R of this
submection of such apprepuiate vernlatary agency’s (1] deter-
mibation (hat the proposed eule change is inconsistent with e
s frgunrding of seouvities or funds in the custody or contenl nf
sueh elearing agency or for whicl it ig mesponstble il (1) rea.
gong [orsueh dolarmination,

{131 The Connnission shall abrogate any chynge in the miles
of auehe s clearing wgeney made by a propozed vule change which
hay wdien effect pursuant to preagraph (31 of this sabsection,
require tlst the proposed 1ule change be vefiled in wecordianes
with Ihe provisions of paragraph {1) of 1his subsection, and
rovicwe] moaceordance with $he provisions of paragraph (23 of
Elis subsectiow, iF the appropriate regulntory agency for such
rlearinge apceocy notifies the Conmnnission within thirty days of the
date of Aling of soch propozsed rele chanes of such appropriate
repulatony agene s (i) determination that the rules of =ueh clear-
e agency as g0 chinged may be ineonsistent with the safeguard.
ing of seeuriies or funds in the cuztedr or cont rol of such-cloarin
ameney o for which it s responzible and (i) veasons for sucﬁ
deterimmutian.
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) The Comunisgion, by mle, mey abrogste, add to, and delete
fromn (hereinafier in this subsec ion collect ively referred toas anend’)
tha rules of 2 selE-rwgnlatory orpanization {other than o registered
clearing agnucy 1w vﬁc Coninussion deeins necessaty oF appropriale
to infure the faie wdmintsbration of the self-regulatory vrganization,
to eomnfortn its rules to cequiromenty of this title and the mles and
regralations ferewtdder applicable 1o such orgpnizaton, or otherwise
i furtherance of the purposes of this title, in the following nmnner:

{1y The Comunission shall uetify the eelf-rerulatory orgeni-
enlion and peblivh nolice of the proposed rulemaking in the ed-
oral Register, The notice shall include the teat of the proposed
wmendment 1o the roles of the self-repylatory orpanization and a
statcment of the Commission’s reasons, ncludimg any pertinens
facts, for commencing such proposed relenaking.

“fi} The Cemnission sha:l give interesled persons 2 oppor-
tunity for the oral prescotation of datn, views, and wepunents, 1
gedition to an opportunity to make wricten sulmissions. A tran-
soeipt shall be kept of wny oral presentation.

A A cule adopted pursnant e this subsecrion shedl incer-
perate tha toxt of the amendinent o the eules of the seli-regulptory
e zadion 2nd v stwlemesnt of flee Cornmession’s basis for and
purpose in so ancoding such rules, This statement snall include
ab igentilicalion of ahy foets on whizh the Comtatasio: considers
its determninotion se to amend the eiles of the self reguistory
ageriey b e based, ineludibg the reasons for the Cotnehnggsion s
conelusions s fo any of snch facts which wereslisputed Lo the rale-
ralcbogr

“{d4}(A) Exeepl az provided in jucagtaphs (17 throwgh ()
of this subspction, rulemaking under thiz subsection shall be in
pccordmnes wich the procedures speeified in section 553 of titla 5,
Linited Btates Cade, for rolemabdn g eor o tlees econd.

"{BJ Nothing in this subsecting shall be construed to impair
ar Limt the Commission’s power to make, or to modify or alter
the procedures the Commioisslon may follow in making, rules and
regulations purseant o any other anthorily under this title,

S Any ametdiment do the males of w sel{-mgulstory organi-
cacion made by the Comuurssdon pursaant to this swbsecton shall
be considered for all purposes of this tile to be part of the 1ales
of auch self-regulatoty organization and shall oot be considereal
to be a rule of the Commission.

{dy (L) IE any zelf-regulatory organization inposes any fingl dis-
ciplinary sanetion oneny membor thereof o1 participant therein, denics
memnbership or purlinipation to any applicont, or pronibits or Binics
poy person in respect tu aceess to services ofared by snch acganizution
or member therenf or if any self-regulatery organization {other than
o reglstered ClenTing agency )y wnposes any Anab diseiplinary saoction
v oapy person pssociated with a moesaber or bars uny person from
beenmlag wsseciated with o member, the self-regulatory organization
shall promptly file wotiee thereol with the wppropriate cegulatory
agency for the self rogulatory organization and (1f other than the
appropeiate rogulatory agency for the self-regulatory organization)
tha appropriate regnlatory ageney for such meniber, participant, appli-
cant, or other peraon. The nocies shall be o such foem and eontain
such informetion a5 the approprigte regutory agency for the seff-
regulatory organizeticmn, I;y rule, may prescribe as nesessary or
appropriate in furtheranes of the purposes of this title.

48] Any sction with respect to which » self-regulatory organiza-
tion ie reguived by paragraph (1) of this subsection to file notice shall
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be subject to review by the appropriate regulatory agency for such
member, participant, applicant, or othe? perfon, on s own motion,
or upen applieation Ly any person agerieved therghy filed within
thirty days after the date snch notire ®o2 Aled with =uch approprials
regulalory ageney and received by suck agerieved person, or within
such Warger period as such appropiviate regulatory ageney may deter-
mine. Applieation wo such appropriste regulatory apency for Teviaw,
gr bne st ution of veview by such appropriste regulatory apengy on
its own motion, shall nop operate us o stay of sueh action unless such
apprepriste regulatory agency otherwise orders, enmmarily or after
notice unel epportunity for hearing on the question of o stay [which
hearing say consist solely of Lhe submission of allidevils or presento-
{ion of oral srguments). Each appropriate regulatory ageney shall
ectablish for spproprisfe cases an expedited procedure for considern-
tion and Aetermingtion of the question of o stay.

e {1 In any procesding 1o veview s Hunl dizoiplinney sanction
improsed L?' # self-regulntory organization on & mengdber theraof or pac-
tietpand Hersin or a person assocluted with such = member, after
notice and epportunity for hearing {which heariog may consist sulely
of cotwiderstion of the record before tlie self-regnlatory organizs-
tion and epportumity for the presentation of supparfing reasons to
afiivme, modtgr, or Set aside the sanciicn) -

*[AY 1f Lhe sppropriate regulatory ngeney for such mamnber,
prarticipant, or person assgciated with 3 member finds that such
mamber, parlicipant, or person assceiated with o member has
engagred in such acts or practices, or has omibed such acls, a5 the
self-regulatory organization has found him to have engaged in or
eniicd, that sach ncts or proctices, or omissiohs o act, are in
violatiwm of such provisions of this title, the rules or regmlations
thereunder; the vules of (he selforegylatory mpanization, or, in
the case of » reghsterad seonrities asmociation, the tules of tha
Muniripal Securitiss Rulemaking Board us have been specified in
the determinalion of the self-regulutory organization, and thai
snch provizgions eee, atdd were anplisd in & manner, consistent with
the purposes of this title, such apropriate regolatory wpeney, by
vrder, shall =o declare and, a3 appropriste, afficm the sanction
itnpoged by the self-regmlatory organization, modify the sanction
in reeordence with parugraph (2] of this subsection, or remand
Lo the self-regulntory crgunization for further proceedings; or

“iB} i such appropnale regulatory agency does not make any
such finding it shall, Ly arder, se1 aside the sanction impesed by
the self-regulntory ocganization and, H appropriate, remand to
1he solf-repulatory oepanization for further procesdings,

(&) 1f the appropriate repulatory apewy for 4 member, partici-
pant, or person sssaciated with & member, hoving due regard for the
puh]w intereet and the protection of investors, ﬁnﬁg afier o proceeding
in greardanee with paragreph (1) of this subsection thal 2 sanction
Impesed by woaelf-tegulatory acganization upon sech member, particl-
pant. ar person associated with o member fmposes any burden on eom-
petition not necosary or appropirisie in furtherance of the purposes of
this title ar Iz excessive cr oppressive, the appropriate reulatory
nmency may cancel, reduce, ar regquice the remisslon of aoch sanction.

“{£) In any procecding to roview the denial of oembeeshiop or par-
tiipaticn in 4 sell-regulatary ocpanization te any applicant. the bar-
ring of any person from becoming associated with a member of a
apl f-rogrnlatory prganication, or the preiibiten or Timitation by a eelf-
remalatory organization of any person witl respoct o necess to geTvioes
nifered by the self-regulotory orgnnisation or any member thereof, if
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the appropriate regudatory ageney foe sucl applionnt oc person, after
naliee atul opportunity for bearing (whivh Lesrityr sany consist solaly
of eonsideration of the record hefore the self-regmintors srwnnisation
and epportunity for the presentation of soppocting rexsons to dismiss
tlur proceeding or et side the aotion of the felf-repylaiory organiza-
tion) finds thal tha specific proumis on which sush dental, bar, or pro-
hilition or liinitation is based axist in Guet, that such dendal, bar, or
prohibition or Ntnitition is tn accordance with Lhe rules of the self-
repulxtory orgunization. and that soeh vules are. and were applied in
a manner, cotidistent. with the purposes of this title, sued approprinte
repulacory wpency, by arder. shall dismiss the proveediog. L F queh
appropriats regulatory zmency does not make any sucl: fnding or
if it finds that sieh deniad, bare, or prohibition or [imitation imposes
any hurden on competition not necessaty or appropyiate o furtherance
of the purpases of this tide, auch npproprinte regnlatory agency, by
order, shall set aside the setivn of the scif-regulatory orgenisatinn
und roguire it to admit such applicant to membership or participation,
permit such persen to berome sgseoinped Wit o member, or grant such
peryon aocess Lo services offered by the self-reguintory organization or
member thoreof.

“lg) (1} Every self-repmlatary organization shall comply with the
previgsions of this tilly, the rules sndd regolations therennder, and its
own rules, and (sulject o the provisions of section 17{d) of this tithe,
paragraph (@3 of this subseetion, and the rules tharewwlee) alwent
reasonalle pestification or exose enforoe com plinhee-.-

“{A} in the case of a national securitics cxelnnpe, with snch
provisions by b8 members and persens associzted  with its
mmbers

“(B) inthecpse of A registered securivies assaciation, with sucls
provisions and the provisions of the rules of tha Municipal Seeu-
rities Hulamaking Uoard by if5 members and persons assoriated
with itamembers ; prd

S1CY i the epse of 1 registered eledaring agemey, with its own
rules by its partiei pants,

2] The Commisgion, by rule, consistent with the public imterest,
the protection of investors, and the otliee purposes of this title, may
relievn any self-regulatory orgenization of any responsibility nnder
this title te coforce eommplisnes with any specified provisien of this
title or the rules or regulstions thersunder by any member of such
argenization or person associated with such a member, oF sy claos of
sich members or persons assacizted with a member,

“{hYi1) The appropriate regulatory ageney for o self-regulatory
organization is antharized, by order 1f in ity opivion Such aclion 1%
neckiEary o Appropriste in the pablic interest, for the protection of
investors, or otherwise in furtheranee of e purposes of Bhis title, to
snzpend for a period not excecding twelve months or revoke the regis.
tration of such self-regulatory oranization. ue lo censure or tnpose
limitations npon the nctivities, functions, and operations of suek self.
regnlatory organization, if gueh appropriale regulotory wgeney finds,
un the renord sfter notieo and oppartunity for hearing, tlt sueh sebf-
regulatory organization has vielated or is anable to comply with any
proviswa uf this fitle, the roles or reguldutions (wersgader, o its own
rules ar without reasonahile justification or excuse has foiled to enforee
ol e —

“{ A} in the cose of & national securitics exchamgs, with any
sach provision by 4 member theteof or a petson associated with a
member thereof ;

BB} in the case of o registered securities assncintion, with sny
such provision or any provision of the rules of the Municipsl
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Seeurities Rulemaking Boend by o member thereof or a1 person
assuciated with & momber thoreof ; ar

L) in the case of o registered cloaring apency, with any pro-
visian of its own rules by a partieipant thecein,

#{2] The epprapriata regulatary agency for 2 self-regulunry orpe-
nization s avthorioed, By order, 3 in ita opiniog such acrtion s necessary
or appropriste i the public interest, for the protection of investors,
or otherwise i furtheranee of the purposes of this title, to suspend
for a period net cxeceding twelve months ge expel from such self-
rewlalory vrganization any member thereof ov participant therein, if
anch member ar partieipont is subject to on order of the Commission
parrsunnt. to secteen 15¢ 0y {4} efthistitle or if sucl approprinte repata-
Loy agency finds, on the record after notice wndd opPortunity for
nearing, that such member or participant liag willfully violated or has
effected any transaction for any other person who, such member or
participant hud resson lo bedieve, was vialating with respecl to such
[FENSRCE oI —

“[A) inthe ease of 2 nafional securities exchange, any provision
of the Securities Act of 1929, the Investment Adveers Aot of 1040,
1he Investinent Company Act of 10, this title, or the rules or
myrilations under qny af anel statutes;

W) in the case of a registerad sconrities ussociation, any pro-
vision of Che Beeycities Aet of 1933, the Investient Advizers Act
of 1840, the Investroent Company Act of 1540, this ticle, tTe pules
or regnlations uonder any of spel statates, or the rules of tha
Municipa] Securilics Kulemaking Hoard ; or

H{LI) in the caze of a registered clearing pgoney, soy provisivu
o Llee: visteg of $he peencing apaney.

“{3] The apprupriate regulatory apgency for 8 national securities
vxelianygee or repistersd securities asgocintion is authorized, by order, if
In its apinkgn such aclion is neswssary o1 apprapate in the public
enterest, for the peelvetion of investors, or otherwise in furtherance of
the purposes af this title, to suspentl fou o period nut exeeeding twelve
sl he o b bar any persnan from leang sosozinbed with a member of
steh national securities exchange or registerad scenritivs assoriation, if
such prrson is snbject to an order of the Commission pursunnt to section
1aik) (i) neif such appropriate rygulatory agency finds, on 1he record
afier potien agd oppottunity for hearing, that sneh person has willfully
violeted or hag eifocted sy transuoton far any other pergon who, aueh
porzon associpled with 2 member hud reazon to believe, was vielating
with respert to such transackion— .

*{AY in the caze of a natienal seenrities exchange, any provision
o the Securities Act of 1933, the Tuvestment Advivers Act of 1040,
the Investment Company Aol of 1M0, 10s tille, or the rules or
e alatiogys under & ny ol suclislat ITRE; OF

*[I3) in the page of o veristered securities nssociation, any pro-
vigioh of the Securittes Act of 1935, the Investinent Adyisers Act
of 1040, the Tnvestment Compony Aect of 1940, this title, the rules
or regrilations under any of Lhe slatutes, o7 tle rales of the Municl-
pal Securities Eulemoking Board.

¥{4) The apprapriate Tﬂguﬁlfu]'l‘f ageney for o self-regnlatory orga-
mizntion 18 apthovised, by ovder, 3f 0 its opinion such Aetion 18 neces-
sy ol appropriale in the public ipterest, for the prvtection of
investors, or akhersise 1o furlherance of the purprmes of this title, ta
remove from office or censure any officer ar director of such sedf.
regulatory arganization, if such sppropriate remulutory wgency finds,
on the record after notice and appratanaty for hearing, that such officer
ot director has willfully vielated sny provision of Ehis tiile, the rales
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ar regulut,iuns thersunder, or the rules of such Eelf—reglllatﬂr}" OTga-
nization, willfuliy abused bis anthority, or without reasonable Juslifi-
cation or exouse hne failed to e foree rorpliance—

Y AY bn the case of & pational securities exchangs, with any
such proviston hy any member or person associnted with a
momber ;

“{B} inthe case of o registered securities agsoeintion, with any
such provisien or any provision of the rules of the Municipal
Secnrttios Aulewnking Board by any member or persun associzted
with a menber; or

S0 in thee case of o registered clearing egeney, with any provi-
sion of the rales of the clearing ageney by any participant.

“¢1) Tf a procecding ander subsection (hi (1) of this section reaults
in the suspension ar vevocation of the registration of a clearing agenoy,
the spprvopriate repulatory ageney for such clearing wzency may. npon
notiee to such clearing apency. ap My to any court of competenl jnris-

Frfra diction specitied in section £1{d} or 27 of this title for the eppsint-

Lz USC 7. wmenl. nf o trastes, Tn the avent of suel an application, the court. mnay,
te the extent it deoms pecessary or approprinte, take exeloslve juris-
dietion of such elearing apency and the rvevords and assets thereof,
wherever located ; and the conrve shell appoint the npprﬁpriatﬂ Teg-
latory agency for such clearing szency ot 2 H]erson desipnated by such
appropriate remeliior y apeney ns trustes witll power to fale possession
and continue to operate or terminate the operations of such clearing
agency in a0 orderly manner for the protection of participanis and
investors, sonfert te such terms amd eonditions g the court may
pruacribe.”,

lowsatigations. Smo. 1T, Section ¥1 of the Securitics Exchangs Act of 1834 (15
TLEC TR Is ameuded] o folbows

{1} Subsection {z) thereof is amcnded to toad asz followa:

“fa) Tha Cormmission may, io ils diseretion, make such investiga.
tions as it deems necessary to detetmine whether any person has vio-
latod, is wictuting, or iz about to vielale ahy provigion of this title, the
rales or regulstions thereunder, the rules of o nationsl securities
exehange or pegistered seavrities assocmbion of which such person isa
membor or n porson tecicted with & member, Lhe rules of & repisterod
elearing agency in which such parsen is o participant, or the rules of
tite Municipal Securities Hultinaking Hoard, and may requirs or per-
mil any person to file with it 4 stetement in writing, under cath or
atherwse ng the Comonission shal! defettzine, as to all the facts and
circumstances concerning the matter o be investigated. The Com-
misghon ¢ wuthorized in its discredion, to publish information con-
cerning any such violalions, and t¢ invesiigate any facts, conditions,
pructices, or matters which it may deemy necessary or proper to ald m
the enforcement of such provisions, in the prosortbing of rules snd
regulations under this tile, ot in securing information te serve as a
bazis for mmmmending further legisiation conserning the matters to
which this titls relates.”, ’

Civi] metions. f2) Subsections {a) and (£} thercof are redesighated {d) and (e},
respectively, rnd amended to read as follows:
| HdD leemvar it shall appaar to the Commission thet any parson
15 copaged or is phoot te engege in acts or practices constitating &
violation of any provizion of thia title, the rules or regulations there-
under, the rules of a national seeurities exchange or registered securi-
ties assoclation of which seeh peraon is g member or o parson associated
with a memnber, the ryfes of @ regriztarad elearing Agency im which gteth
person 1s & participent, or the rules of the Municipal Securities Rule-
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oweking Bowrd, it may in its discretion bring an action in the proper
digtrict court of the Tintted Stetes, the United Stetes District Conrt
for the District of Coluwnbia, or the Linited States courts of any terrl-
tory or otlier place subject to the jurisdietion of the United States, to
anjoin such acts ur practices, and upon & proper showing s permanent
or temporary injuanction or restraiming order shal be granied without
bond. The Commission may transmit such evidenca as may be avail.
ahle concerning such acts oT practices as muy constitute s violation of
any provision of this title or the rules or regulations thereunder to
the Attorney Gleneral, who way, in his discretion, institute the neces-
sury eriminal procosdings nnder thistitle.

“(e) Lipon application of the Cominission the district courts of the
Uniter] Stntes, the United States Thgtrict Conrt for the Dislzict of
(lolumhbia, pidl the Linited States courts of any territory or other
place subjeel to the jurisdiction of the Usnited States shall have juris-
diction to issue wreits of mundamus, injinetions, akd srders command-
ingz (1} any persen te comply with the provisions of this tille, the
rites, I'E{i;ll:ttiﬂ-ﬂﬁ, and orders thergander, the rules of o natiomal gecus
rities exchanme of registerad securities assoctetion of which such persen
is # metber or person associgted with 2 memnber, the rules of 2
registerad clearing apency in which such iermn 15 & participant, the
Iu%eti of the Munigipal Securitics Rulemaking Board, or any under-
taking eontained im 2 registration stabement ns provided in subsec-
tion {%{} of section 15 of this title, (2} any national securities exchange
or epgistered Securities assosistion to enforce complianee by ats
members and peesons asseoiated with s members with the provisiims
af this title, the rules, regulations, end orders thereunder, and the rules
of such exchunge or assoiation, or (#) any regiaterad clenring agency
ter enforee compliunce by its participants with the provisions of the
rules of such cleating ageney.™.

{33 Tha scetion is further amended by adding st 1he end thereof
the following new snhsectiong:

“{fy Notwithstending any other provisian of this titls, the Com-
migsient shall net brivg any action pursuant to subsection (d) or (&)
of this section sgainst any ?emh for vielation of, ov to command
eomplinnee with, the rules of 8 self-regulutory argenization nnless it
appears o the Commission that (1) such self-regulstory organization
1% uhahble or unwilling to talkse sppropriste action against ench person
in the public interest and for the protection of investors, or {533 gach
weticn 15 otherwise necessary of appropriate i the public interest or
for the protection of Investors.

“{g} Notwithstanding the provisions of section 1407{2) of title 28,
I nited States (Code, or any other provigion of law, no oction for egui-
tahle relief imslituted by the Comenission pursuant to the securibiss
laws shall be consolidated or coordinated with other actiona not
bremghl, by the Commission, even though such other actions mayf
invalve common questions of fact, wnless such comsolidation is con-
sented 1o by the Cornmission. The term *secunties laws' a5 used hercip
inglides the Secnrities Act of 1582 (15 U.S.C. 77 at seq.), the Securilies
Exchange Aet of 1834 (15 U.B.C. T8u et zed].), the Public Jtility Iiold-
ing Company Act of 1935 (15 U.8.C. Ma ot seq.), the Urust Indenture
Aot of 1930 {15 TLA.C, TTaaa ot se. ), the Investiment Company Act of
14 {1 TR0 80n—1 et aeq.), tha Tnvestment Advisars Act of 1340
{16 T.8.0C. 80b-t et seq.), and the Securties Investor Protecilon
Actof 970 {15 11 5.C, T8any et aeq.).™

Sec. 18, Bection 24 ol the Securifies Exchange Act of 1834 {15
L.5.00 T8w) is amended to read as Tollows:
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