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FOR Ii\fi>lEDIATE RELEASE JUNE 5, 1975 

Office of the White House Press Secretary 

-----------------------------------------------------------
THE NHITE HOUSE 

STATEHENT BY THE PP.ESIDENT 

Tae American economy has grown and prospered over 
the years through a system of free enterprise rrore 
vigorous and successful than any other economic system 
in the world. Capital investment has produced millions 
of jobs and thousands of business opportunities for 
&nericans. The success of that investment system is 
convincingly demonstrated in every index of the magnitude 
and basic strength of our economy, and in comparison with 
the economies of other nations. 

Today, our economy is faced with serious challenges. 
An unprecedented supply of new capital will be required 
over the next few years to help restore and broaden a 
sound, expansionary capital base through business and 
Government investment. In order to insure that our 
capital markets continue to function fairly and 
efficiently to meet these challenges, it is vital that 
we constantly seek ways to improve their operations. 
Among other things, we must be sure that laws and regula~ 
tions written 30 or 40 years ago do not unfairly interfere 
with the need for changes in our modern-day markets. 
It is with this important goal in mind that I am very 
plct..sed to :i;j.ave signee. into lm'l the Securities ~11~ct 
i..r:.end.ments of "".97 5. 

The Importance of Competition 

This act will provide important new directives to 
the industry and its regulators to insure that competition 
is always a prime consideration in establishing or 
abolishing market rules. And it will continue to strengthen 
the rules calling for high standards of financial capability 
and ethical behavior on the part of those individuals and 
institutions which perform important market functions. 
(In this regard, I understand that the legislation 
contains an inadvertent technical error concerning the 
presence of a transfer agent as a jurisdictional basis 
for state or local taxation of securities transactions. 
I also understand that legislation to correct this 
error retroactively is being prepared, and that such 
legislation will receive prompt consideration in Congress. 
When such corrective legislation is presented to me, I 
intend to sign it.) 

The act seeks to insure that market participants 
function with the highest degree of efficiency and 
that the capital markets will themselves be orderly and 
accessible. The key to reaching this objective will be 
a ne\'1 National aarket System for Securities. The act 
charges the industry and the Securities and Exchange 
Commission to work cooperatively, but in the words of 
the House-Senate Conferees, it is intended that :•the 
national market syst~n evolve through the interplay of 

more 

Digitized from Box 25 of the White House Records Office Legislation Case Files at the Gerald R. Ford Presidential Library



2 

competitive forces, as unnecessary regulatory restrictions 
are removed. ~~ Uo Government formula nor any industry 
system of exclusionary rules can match the incentives 
and rewards for innovation and improved efficiency which 
natural competition provides. 

This legislation encourages greater use of available 
improvements in electronic and communications technology 
as the basis for a fully-integrated trading system. A 
system in which buyers and sellers are aware of the full 
range of securities prices will help insure that 
artificial restrictions on competition no longer distort 
the market's true expression of supply and demand. It 
will also help reduce the cost of transacting trades. 

The act also directs members and supervisors of 
securities exchanges to examine rules which tend to 
limit the number and variety of participants eligible 
for membership. Open competition within exchanges 
is just as important as competition among different 
markets. The right to enter these markets and provide 
a necessary public service should not be subject to 
arbitrary institutional rules which limit competition. 
It is my hope also that the SEC will, in the process of 
helping to shape the National uarket System, take steps 
to eliminate obsolete or overlapping regulations which 
unnecessarily constrain the market. 

I also want to stress the importance of the SEC's 
decision to disallow all fixed rates of brokerage 
commission previously set by those firms and individuals 
which comprise the securities industry. 

It is my strong belief that Government has unwisely 
condoned a wide range of anti-competitive price 
regulation. My Administration will continue to press 
for legislative reforms to amend or abolish such practices. 
I commend the SEC for its efforts, and the industry for its 
cooperation, in reaching the important goal of freely 
competitive pricing for a full range of brokerage and 
other services. I am confident that, in the long run, 
this policy will produce a much healthier industry. 

~ Protections for Investors 

Public confidence is a vital ingredient if our 
capital markets are to continue to attract a wide variety 
of investors. Though large institutions have become 
increasingly active as owners and traders of securities, 
individuals still represent the backbone of the American 
capital system. This act provides important new 
safeguards which will help insure public trust in the 
securities markets. Among these safeguards are new 
rules for brokers• financial strength and accountability. 
The act imposes new restrictions on 11 &elf-dealing" to 
eliminate a potential conflict of interest and deny 
institutions a special advantage over individual 
investors. 'l•he act further requires periodic disclosure 
by institutional investors of their holdings and 
transactions in securities. 

more 
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Conclusion 

My Administration is seeking n~jor reforms in many 
Federal regulatory agencies to eliminate unnecessary 
restrictions and promote raore efficient and competitive 
industries. 

This legislation is the product of ten years of 
intensive work by several Administrations, the Congress, 
tile Securities and Exchange Commission and the many 
elements of the securities industry. 

The product is a good one, and it represents the 
first of what I hope will be a long series of much-needed 
regulatory reforms. 

# # 
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Rintty .. fonrth Q:ongrrss of tht tlnittd ~tatrs of 2lmtrica 

I 

AT THE FIRST. SESSION 

Begun and held at theti9' of Washington on Tuesday, the fourteenth day of January; 
t~~~ellwusand nine hundred and seventy1ive 

2ln get 
To amend the •Seeu,rities Exchange Act of 1984 to remove .,arrie.rs to competi

tion, to foster the dev:elopment of a nati(mal securities market system and a ' 
national clearance and settlement system, to make uniform the St:curities 
and Exchange Commission's authority over self-regulatory organizations, to 
provide for the regulation of brokers, dealers and banks trading ill municipal 
securities, to facilitate the collection and public dissemination of information 
concerning the holdings of and transactions in securities by institutional 
investment managers, and for other pu:rposes. · 

Be it enacted by the SefJ/de an¢ House of Representatives of the 
United Stutes of America 'in (Jonufess assembled, That this .Act may 
be cited aa the "Securities .Apts .Ame~\dmentsof 19'lt)". 

SEc. 2. Section 2 of the~--urities $x_ cha._ee.-1 .Ac_t ~f 1934 (15 U.S.C. 
78b) is ameaded by insertibg immediN;ely ~re the phrase "and to 
impose requi~ments nec~ry •to make such ~latiou. and control 
reasonably complete and effOOf;ive,?' the following:>"to re~ve-impedi-· 
ments to and perfect the mechanisms of tl. national market !tystem for 
securities and a national system for-the clearance an~ settlement of 
securities transactions and the safeguarding of securities and funds 
related thereto,". 

SEc. 3. Section 3 of the Securities Exchange .Act o,f 1934 (15 
U.S.C. 78c) is amended as follows: . · ! 

· ( 1) Paragraph. ( 3) of subsection (a) thereof is amended to I'Qtl.d as 
follows:- · · / 

" ( 3) (.A) The term 'member' when used with respect to a national 
securities exchange means ( i) . any natural person permitted to e1fect 
transactions on the floor of the exchange without the services of 
another person acting as broker, (ii) any registered broker or dealer 
with which such a na:tural perSon is assOciated, (iii) any registered 
broker or dealer- permitted to designate, as a representative ~uch a. 
natural person, and ~iv) any other registered bi"?ker or dealer wh~ch 
agrees to be regulated by such exchange and wtth respeet to which 
the exchange undertakes to enforce compliance with th,$ provisions 
of this title, the rule8 a.nd ~lations thereunder, ILild its own rules. 
For ~rpose8 of--sections (b)(1), 6(b) (4), 6(b)(6), JS(J))(7), 6(d), 
17(d , 19(d), 19(e), 19(g), 19(h), and21 of this title, the term 
'mem r' when used -with ~t to a nati<m&l;~ities exchange 
also means, to the extent ot the rules of the exchange speci.fiM: by the 
Commi$sion, a.ny person required by the Commission to comply with 
such rules pursuant to section 6 (f) of this title. . 

"(B) The term 'member' when used with respect to a ~stered 
securities association means a.ny broker or dealer who agrees/ to be 
regulated by such association and with respect to who~ the a$!10Cia
tion undertakes to enforce oomplian~ with the provisions of this 
title, the rules and regulation~ thereunder, and its own rules.". 

(2) . Paragraph (9) thereof is amended to read as follows: 
"(9) The term 'person' means a natural person, company, govern

ment, or political subdivision, agency, or instrumentality of a ~vern-
llient.". . · 
· (3) Paragraph (12) of subsection (a) thereof is amended to read 
as follows : · 

"(12) The term 'exempted secunty'or 'exempted securities' includes 
securities which are direct obligations ~f, or obligations ~aranteed as 
to principal or interest by, the United St(t.t~; such secunties issued or 
guaranteed by corporations in which the Urlited States has a direct or 
indirect interest as shall be designated for exemption by the Secretary 
of the Treasury as necessary or appropriate in the public interest or 
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for the protection of investors; municipal securities, as defined in sec
tion 3 (a) ( 29) of this title: Provided, however, That municipal securi
ties shall not be deemed to be 'exempted securities' for purposes of 
sections 15, 15A (except subsections (b) (6), (b) (11), and (g) (2) 
thereof), and 17 A of this title; any interest or participation in any 

·.common trust fund or similar fund maintained by a bank exclusively 
for the collective investment and reinvestment of assets contributed 
thereto by such bank in its capacity as trustee, executor, administrator, 
or guardian; any interest or participation in a collective trust fund 
maintained by a bank or in a 8eparate account maintained by an insur
ance company which interest or participation is issued in connection 
with (A). a stock bonus, pension, or profit-sharing plan which meets 
the req~urements for qualification under section 401 of the Internal 
Revenue Code of 1954, or (B) an annuity plan which meets the 
requirements for the deduction of the employer's contribution under 
section 404(a) (2) of such Code, other than any plan described in 
clause (A) or (B) of this paragraph which covers employees some or 
all of whom are employees within the meaning of section 401 (c) ( 1) of 
such Code, and such other securities . (which may include, among 
others, unregistered securities, the market in which is predominantly 
intrastate) as the Commission may, by such rules and regulations as 
it deems consistent with the public interest and the protection of 
inveStors, either unconditionally or upon specified terms and conditions 
or for stated periods, exempt from the operation of any one or more 
provisions of this title which by their terms do not apply to an 
'exempted security' orto 'exempted securities'.". · 

(4) Paragraphs (17), (18), and (19) of subsection (a) thereof are 
amended to read as follows: 

" ( 17) The term 'interstate commerce' means trade, commerce, trans
portation, or communication among the several States, or between any 
foreign country and any State, or between any State and any place or 
ship outside thereof. The term also includes intrastate use of (A) any 
facility of a national securities exchange or of a telephone or other 
interstate means of communication, or (B) any other interstate 
instrumentality. . . 

"(18) The term 'person associated with a broker or dealer' or 'asso
ciated person of a broker or dealer' means any partner, officer, director, 
or branch manager of such broker or dealer (or any person occupying 
a similar status or performing similar functions), any person directly 
or indirectly controlling, controlled by, or under common control with 
such broker or deltler, or any employee of such broker or dealer, except · 
that ltny person associated with a broker or dealer whose functions are 
solely clerical or ministerial shall not be included in the meaning of 
such term for purposes of section 15(b) of this title (other than 
paragraph . ( 6) thereof). . 

"(19) The terms 'investment company', 'affiliated person', 'insurance 
company', 'separate account', and 'compant have the sa.me·meanings 
as in the Investment Gompany Act of 1940.'. 

(5) Paragraph (21) of subsection (a) thereof is amended to read 
as follows: 

"(21) The term 'person associated with a member' or 'associated 
/ person of a. member' when used with respect to a member of a national 

securities excha.n~ or registered securities association means any 
partner, officer, director, or branch manager of such member (or any 
person occupying a similar status or performing similar functions), 
any person directly or indirectly controlling, controlled by, or under 
common control with such member, or any employee of such member.". 

( 6) Subsection (a) thereof is further amended by adding at the end 
thereof the following new paragraphs:- .. 

/ 
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"(22) (A) The term 'securities information processor' means. any 
person engaged in the business of ( i) collectin~, processing, or pre· 
paring for distribution or publication, or assistmg, participating in, 
or coordinating the distribution or publication of, information with 
respect to transactions in or quotations for any security (other than 
an exemfted security) or ( ii) distrib.uting or publishing·( whether by 
means o a ticker tape, a communications network, a termmal display 
d~vice, or otherwise) on a cu~rent and cont~nuing basis, informa~i?n 

.--With ·respect to such transactiOns or quotations. The term 'secunt1es 
information processor' does not include any bona fide newspaper, 
news ma~zine, or business or financial publication of general and 
:oo.gular Circulation, any self-regulatory organization, any bank, broker, 
dealer., building and loan, savings and loan, or homestead association, 
or cooperative bank, if such bank, broker, dealer, association, or coop
erative bank would be deemed to be a securities information processor 
solely by reason of functions performed by such institutions as part 
of customary banking, brokerage, dealing, association, or cooperative 
bank activities, or any common carrier, as defined in section 3(h) of 
the. Communications Act of 1934, sq.bject to the jurisdiction of the 
Fed~ral Communications Commission or a State commission, as defined 

' in section 3 ( t) of that Act, unless the Commission determines that 
·such carrier is engaged in the business. of collectin~, processing, or 
preparing for distribution or publication, information with respect 
to transactions in or quotations for any security. · 
'·"(B) The term 'exclusive processor' means any securities informa
tion processor or self-regulatory organization which,\iirectly or indi· 
rectly, engages on an exclusive basis on behalf of any national securities 
exchange or registered securities association or any national securities 
exchange or registered securities association which engages on an 
exclusive basis on its own behalf-in collecting, ~rocessing, or preparing 
for distribution or publication any informatiOn with respect to ( i) 
transactions or ·quotations on or effected or made by means of any 
facility of such exchange or (ii) quotations distributed or published 
by means of any electronic system operated or controlled by such 
association. 

"(23)(A) The term 'clearing agency' means any person who acts 
as an intermediary in making payments or deliveries or both in . , 
connection with. transagtions in securities or who provides facilities for 
comparison of data respecting the terms of settlement of securities 
transactions, to reduce the number of settlements of securities trans
actions, or for ·the allocation of securities settlement responsibilities. 
Such term also means any penron, such as a securities depository, who 
( i) acts as a custodian of securities in connection with a system for the 
eentral handling of securities whereby all securities of a p~rticular 
class or series of any issuer deposited within the system are treated as 
fungible and may be transferred, loaned, or pledged by bookkeeping 
entry without physical delivery of securities certificates, or (ii) other
wise permits or facilitates the settlement of securities transactions or 
the hypothecation or lending of secliriti€)8 without physical delivery 
of-securities certificates. ~ 

"(B) The term 'clearing agency' d~ not include ( i) any Federal 
Reserve bank, Federal home loan bank, or Federal land bank; (ii) 
any na.t,ional securities exchange or registered securities association 
solely by reason of its providing faciliti€)8 for comparison of data 
respecting the terms of settlement of securities transactions effected on 
such.exchange or by m~s of any electronic system operated or con
trolled by su~h association; (iii) any bank:, broker, dealer,· building . · 
and loan, savings and loan, or homestead association, or cooperative 
bank if such bank, broker, dealer, association, or cooperative bank 

' 
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would be deemed to be a clearing agency solely by reason of functions 
performed by such institution: as part of customary banking, broker
age, dealing, associa;tion, or cooperative banking activities, or solely 
by reason of acting on behalf of a clearing agency or a participant 
therein in connection with the furnishing by the clearing agency of 
services to its participants or the use of services of the clearing agency 
by its participants, unless the Commission, by rule, otherwise provides 
as necessary or appropriate to assure the prompt and accurate clear
an~e and settlement of securities transactions or to prevent evasion of 
this title; (i'v) any _life insuran~ company, its registered separate 
oocounts, or a subsidiary of such, insurance company solely by reason 
of functions commonly performed by such entities in connection with 
variable annuity contracts or variable life policies issued by such 
insurance company or its separate accounts; ( v) any registered open
end investment company or unit investment trust solely by reason of 
functions. commo:rily performed by it in connection with shares in 
such registered open-end investment company or unit investment trust, 
or (vi) any person solely by reason of its performing functions 
described in paragraph 25 (E) of this subsection. 

"(24) The term 'participant' when used with respect to a clearing 
agency means jl,ny person who uses a clearing agency to clear or settle 
securities transactions or to tr~nsfer, pledge, lend, or hypothecate 
securities. Such !term does not include a person whose only use of a 
clearing agency is (A) through another person who is a participant or 
(B) as a pledgee ofsecurities. · 

"(25) The term 'transfer agent' means any person who engages on 
behalf· of an issuer of securities or on behalf of itself as an issuer of 
securities in (A) countersigning such securities upon issuance; (B) 
monitoring the issuance of such securities with a view to preventing 
unauthorized issuance, a function commonly performed by a person 
called ·a registrar; (C) registering the transfer of such securities; 
(D) exchanging or. converting such securities; or (E) transferring 
record ownership of securities by bookkeeping entry without physical 
issuance of securities certificaJtes. The term 'transfer agent' does not 
include any insurance company or separate account which performs 
such functions solely with respect to variable annuity contracts or 
variable life policies which it issut>s or any registered clt>aring agency 
whieh performs such functions solely with respect to options contradtS 
which it issues. -

"(26) The term 'self-regulatory organization' means any national 
securities exchange, registered securities association, or registered 
clearing agency, or (solely for purposes of sections 19 (b), 19 (c), and 
23 (b) of this title) the Municipal Securities Rulemak'ing Board estab-
lished by section 15B of this title. · 

"(27) The term 'rules of an exchange', 'rules of an association', or 
'rules of a clearing agency' means the constitution, articles of incor
poration, bylaws, a.Ild rules, or instruments corresponding to the fore
going, of an exchange, association of brokers and dealers, or clearing 
agency, respectively, and such of the stated policies, practices, and 
interpretations of such exchange, association, or clearing agency as -the 
Commission, by rule, may determine to be necessary or appropriate 
in the public interest or for the :protection. of investors to be deemed to 
be rules of such exchange, association, or clearing agency. 

"(28) The term 'rules of a self~regulatory organization' means the 
rules of an exchange which is a national securitie8 exchange, the rules 
of an association of brokers and dealers which is a registered securities 
~iation, the rules of a clearing agency which is a registered clear
mg agency, or the rules of the Municipal Securities Rulemaking 
Board. 
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"(29) The term 'municipal securities' means securities which are 
direct obligations of, or obligations guaranteed as to principal or 
interest by, a State or a.ny political subdivision thereof,. or any agency 
or instrumentality of a State or any political subdivision thereof, or 
any municipal corporate instrumentality of one or more States, or any 
security which is an industrial development bond (as defined in sootion 
103 (c) ( 2) of the Internal Revenue Code of 1954) the interest on which 
is excludable from gross income under section 103(a) (1) of such Code 
if, by reason of the application of paragraph ( 4) or (6) of section 103 
(c) of such Code (determined as if paragraphs (4) (A), (5), and (7) 
were not included in such section 103(c) ), paragraph (1) of such sec
tion 103 (c) does not apply to such security. 

"(30) The term 'municipal securities dealer' means any person 
(including a separately identifiable department or division of a bank) 
engaged in the business of buying and selling municipal securities for 
his own account, through a broker or otherwise, but does not include-

"'(A) ~ny person insofar as he buys or 8ells such securities for 
. his own account, either individually or in some fiduciary capacity, 

but not as a part, of a regular business; or 
"(B) a bank, unless the bank is engaged in the business of buy

ing and selling municipal securities for its own aooount other 
than in a fiduciary capacity, through a broker or otherwise: Pro
vided, lwwever, That if the bank is engaged in such business 
through a separately identifiable department or division (as 
defined by the Municipal SecuritieS Rulemaking Board in accord
ance with section 15B(b) (2) (H) of this title), the department or 
division and not the bank itself shall be deemed to be the munic
ipal securities dealer. 

"(31) The term 'municipal securities broker' means a broker engaged 
in the business of effecting· transactions in municipal securities for the 
account of others. 

" ( 32) The term 'person associated with a municipal securities dealer' 
when used with respect to a municipal securities dealer which is a bank 
or a division or department of a bank means any person directly 
engaged in the management, direction, supervision, or performance of 
any of the municipal securities dealer's activities with respect to munic
ipal securities, and any person directly or indirectly controlling such 
activities or controlled by the municipal securities dealer in connection 
with such activities. · · 

" ( 33) · The term 'municipal securities investment portfolio' means all 
municipal securities held for investment and not for sale as part of a 
regular business by a municipal securities dealer or by a person, 
directly or indirectly, controlling, controlled by, or under common eon
trol with a municipal securities dealer. 

" ( 84J The term '·appropriate regulatory agency' means- . 
'(A) When used with respect to a munie"ipal securities dealer: 

"(i) the Comptroller of the Currency, in the case of a 
national bank or a bank operating under the Code of Law for 
the District of Columbia, or a subsidiary or a department or 
division of any such bank; · 

"(ii) the Board of Governors of tlie Federal Reserve.Sys
tem, in the case of a State member bank of the Federal Reserve 
System, a subsidiary or a department or division thereof, a 
bank holding company, a subsidiary of a bank holding com
pany which is a bank other than a bank specified in clause 
( i) or (iii) of this subparagraph, or a subsidiary or a depart
ment or division of such Subsidiary; 

"(iii) the Federal Deposit Insurance Corporation, in the 
case of a bank insured by the Federal Deposit Insurance Cor-
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poration (other than a member of the Federal Reserve Sys
tem), or a subsidiary or department or division thereof; and 

"(iv) the Oommission'in the case of all other municipal 
securities dealers. · . 

"(B) When used with respect to a clearing agency or transfer 
agent: 
, · "(i) the Comptroller of the Currency, in the case of a 

- national bank or a bank operating under the Code of Law for 
the District of Columlbia, or a subsidiary of any such bank; 

"(ii) the Board of Governors of the Federal Reserve Sys
tem, in the case of a State member bank of 'the Federal Reserve 
System, a su'bsidiary thereof, a bank holding company, or a 
subsidiary of a bank holding company which is a bank other 
than a bank specified in clause ('i) or (iii) of this sulbpara-
gra~h; . . ~ 

" (iii) tlhe Federal Deposit Insurance Corp<)ration, in the 
case of 'a bank insured hy the Federal Deposit Insurance Cor
poration (other than a member of the Federal Reserve Sys
tem), or a subsidiai;rthereof; and 

" ( iv) the Commission in the case of all other clearing agen
cies and transfer agents. 

"('C) When used with respect to·a participant or applioant to 
become a participant in a clearing agency or a person requesting 
or havi~ access to services offered by a clearing agency: 

" ( i) the Comptroller of the Currency, in· the case of a 
national bank or a bank operating under the Code of Law 
for the District of COlumbia when the appropriate regulatory 
agency for such clearing agency is not the Commission; 

" ( ii) tlhe Board of Governors of the Federal Reserve Sys
tem in the case of a state member bank of the Federal Reserve 
Sy~m, a bank holding co~:pany, or a subsidi~ of a bank 
holdmg company, or a subsidiary of a bank holding company 
which is a bank other than a bank specified in clause (I) or 
(iii) of this subparagraph when the appropriate ~atory 
agencY. for such clearmg agency is not the Commission; 

" (hi) the Federal Deposit Insurance Corporation, in the 
case of a bank insured by the Federal Deposit Insurance 
Corporation (other than a mem'ber of the Federal Re:lerve 
System) when the appropriate regulatory agency for such 
clearing agency is not the Commission; and 

"(iv) the <l>mmission in all olther case§. 
"(D) When used with respect to an institutional investment 

· manager which is a bank the deposits of which are -insured in 
accordance with the Federal Deposit Insurance Act: 

"(i) the Comptroller of the Currency, in the case of a 
national bank or a ba~ operating under the Code of Law for 
the District of Columbia; . 

" ( ii) the Board of Govern_ors of the Federal Reserve Sys
tem, in the case of any other member bank of the Federal 
Reserve System; and · 

" (iii) the Federal Deposit Insurance Corporation, in the 
case of any other insured bank. - - · · 

· "(E} When used with.· respect to a national securities exchange 
or registered securities association, member thereof, person asso
ciated with a member thereof; applicant to become a member 
thereof· or to become associated with a member thereof, or person 
requesting or having access to services offered by such exchange 
or association or member thereof, or the Murncipal Securities 
Rulemaking Board, the Commission. - · 
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"(F) When used with respect to a person exercising investment 
discretion with respect to an account; - . 

"(i) the Comptroller of the Currency, in the case of a 
national bank or a bank operating under the Code of Law 
for the District of Columbia; 
. " ( ii) The Board of Governors of the Federal Reserve Sys
tem in the case of any other member bank of the Federal 
Reserve System; 

" (iii) the Federal Deposit Insurance Corporation, in the 
case of any other bank the deposits of which are insured in 
accordance with the Federal Deposit Insurance Act; and 

" ( iv) the Commission in the case of all other such persons. 
As used in this paragraph, the terms 'bank holding company' and 'sub
sidiary of a bank holding company' have the meanings given them in 
section 2 of the Bank Holdin~ Co.QJ.pany Act of 1956. 

"(35) A person exercises 'mvestment discretion' with respect to an 
account if, directly or indirectly, such person (A) is authorized to 
determine what securities or other property shall be purchased or sold 
by or for the account, (B) makes decisions as to what securities or 
other property shall be purchased or sold by or for the account even 
though some other person may have responsibility for such investment 
decisiOns, or (C) otherwise exercises such influence with respect to 
the purchase and sale of securities or other property by or for the 
account as the Commission, by rule, dE}terinines2 in the public interest 
or for the protection of investors, should be subJect to the operation of 
the provisiOns of this title and the rules and regulations thereunder. 

"(36) A class of persons or markets-is subject to 'equal regulation' 
if no member of the class has a competitive advantage over any other 
member thereof resulting from a disparity in their regulation under 
this title which the Commission determines is unfair and ·not neces
sary or appropriate in furtherance of the purposes of this title. 

"(37) The term 'records' means accounts, correspondence; memo
randums, tapes, discs, papers, books, and other documents or tran
scribed information of any type, whether expressed in ordinary or 
machine language. 

" ( 38) The term 'market maker' means any specialist permitted to 
act as a dealer, any dealer acting in the capacity of block positioner, 
and any dealer who, with respect to a security, holds himself out (by 
entering quotations in an inter-dealer communications system or other
wise) as being willing to buy and sell such security for his own account 
on a regular or continuous basis. 

"(39) A person is subject to a 'statutory disqualification' with 
respect to membership or participation in, or association with a mem
ber of, a self-regulatory organization, if such person-

"(A) has been and is expelled or suspended from membership 
or participation in, or barred or suspended from being associated 
with a member of, any self-regulatory organization; 
"(~) is subject to an order of the Commission denying, sus

pending for a period not exceeding twelve months, revoking his 
registration as a broker, dealer, or municipal securities dealer, or 
barring his being associated with a broker, dealer, or municipal 
securities dealer; 

"(C) by his conduct while associated with a broker, dealer, or 
municipal securities dealer, has been found to be a cause of any 
effective suspension, expulsion, or order of the character described 
in subparagraph (A) or (B) of this paragraph, and in entering 
such a suspension, expulsion, or order, the Commission or any such 
self-regulatory organization shall have jurisdiction to find 
whether or not any person~ a cause thereof; 
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"(D) has associated with him any person who is known, orin 
the exercise of reasonable care should be known, to him to be a 
person described by subparagraph (A), (B), or (C) of this para-
graph; or · ~ 

"(E) has committed or omitted any act enumerated in sub
paragraph (D) or (E) of paragraph (4) of section 15(b) ofthis 
title, has been convicted of any offense specified in subparagraph 
(B) of such paragraph (4) within ten years of the date of the 
filing of an application for membership or participation in, or to 
become associated with a member of, such self-regulatory orga
nization, is enjoined from any action, conduct, or practice speci
fied in subparagraph (C) of such paragraph (4), has willfully 
made or cttused to be made in any application for membership 
or participation in, or to become associated with a member 
of, a self-r~atory organization, report required to be filed with 
a self-regulatory orgamzation, or proceeding before a self-regula
tory organization, any statement which was at the time, and in 
the light of the circumstances under which it was made, false or 
misleading with respect to any material fact, or has omitted to 
state in any such application, report, or proceeding any material 
fact which is required to be stated therein.". 

(7) Subsection (b) thereof is amended to read as follows: 
"(b) The. Commission and the Board of Governors of the Federal 

Reserve System, 'as to matters within their respective jurisdictions, 
shall have power by rules and regulations to define technical, trade, 
accounting, and other terms used in this title, consistently with the 
provisions and purposes• of this title.". · 

(8) The section is further amended by adding at the end thereof the 
following new subsection: 
: " (d) No issuer of municipal securities or officer or employee thereof 

:c~:O\:,:~e':i!~o~~!!~=!:::··Tefi~~~~~··~ 
buying, selling, or effecting transactions in the issuer's securities.". 

·SEc. 4. Section 6 of the Securities Exchange Act of 1934 ( 15 U.S.C. 
78f) is amended to read as follows: , 

"NATIONAL SECURITIES EXCHANGES 

· "SEc. 6. (a) An exchange may be registered as a national securities 
exchange under the terms and conditions hereinafter provided in this 
section and in accordance with the provisions of section 19 (a) of this 
title, by filing with the Commission an application ·for registration in 
such form as the Commission, by rule, may prescribe ~ntaining the 
rules of the exchange and such other informatjon and documents as the 
Commis.eion, by rule, may prescribe as necessary or appropriate in the 
public interest or for the protection of investors. 

"(b) An exchange shall not be registered as a national securities 
exch~ unless the.Commission dete~nes.thafi..-:- · 

' (1) Such exchange is-so organized and has the capacity to be 
able to carry out the purposes of this title and to comply, and 
(subject to any rule or order of the Commission pursuant to sec-

. tion 17(d) or 19(g) (2) of this title) to enforce compliance by 
its members and persons associated with its members, with the 
provisions of this title, the rules and regulations thereunder, and 
the rules of the exchange. 

"(2) Subject to the provisions of subsection (c) of this section, 
the rules of the exchange provide that any registered broker or 
dealer or natural. person associated with a registered broker or 
dealer may become a member ofsuch exchange and any person 
may become associated with a member tbereof. . 

\ 
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" ( 3) The rules of the exchange assure a fair representation of 
its members in the selection of its directors and administration 
of its affairs and provide that one or more directors shall be rep
resentative of issuers and investors and not be associated with a 
member of the exchange, broker, or dealer. 

" ( 4) The rules of the exchange provide for the equitable allo
cation of reasonable dues, fees, and other charges among its mcm

. hers and issuers and other persons using its facilities. 
" ( 5) The rules of the exchange are designed to prevent fraudu

lent and manipulative acts and practices, to l>romote just and 
equitable principles of trade, to foster cooperation and coordina
tion with persons engaged in regulating, clearing, settling, proc
essing information with respect to, and facilitating transactions in 
securities, to remove impediments to and perfect the mechanism 
of a free and open market and a national market system, and, in 
general, to protect investors and the .Public interest; and are not 
designed to permit unfair discrimmation between customers, 
issuers, brokers, or dealers, or to· regulate by virtue of any author
ity conferred by this title matters not related to the purposes of 
this title or the administration of the exchange. ' 

" ( 6) The rules of the exchange provide that (subject to any 
rule or order of the Commission pursuant to section 17 (d) or 19 
(g) (2) of this title) its members and persons associated with its 
members shall be appropriately disciplined for violatiop. of the 
provisions of this title, the rules or regulations thereunder, or the 
rules of the exchange, by expulsion, suspension, limitation of / 
activities, ful).ctions, and operations, fine, censure, being suspended 
or barred from being associated with a member, or any other fit
ting sanction. 

"(7). The rules of the exchange are in accordance with the pro-· 
visions of subsection (d) of this section, and in general,jrovide a 
fair procedure for the disciplining of members an persons 
associated with members, the denial of membership to any person 
seeking ,cnembership therein, the barring of any person from 
becoming associated with a member thereof,.and.the ·prohibition 
or limitation by the exchange of any· person with respect to access 
to services offered by the exchange or a member thereof. 

" ( 8) The rules of the exchange do not impose any burden on 
competition not necessary or appropriate in furtherance of the 
purposes of this title. 

"(c) (1) A national securities exchange shall deny membership to 
(A) any person, other than a natur_ al person, which is not a registered 
broker or deale_r or (B) any natural person who is not, or is not asso
ciated with, a registered broker or dealer. 

"(2) A national securities exchapge may, and in cases in which 
the Commission, by order, directs as necessary or appropriate in the 
·public interest or for the protection. shall, deny membership to any 
· registered broker or dealer or natural- person ~iated with a regis
tered broker or dealer, and bar from becoming associated with a mem
ber any person, who is subiect to a st~ttutory disqualification. A national 
securities exchange shall file notice with 'the Commission not less than 
thirty days prior to admitting any ~rson to membership or permitting 

. any person to become associated with a member, if the exchange knew, 
or in the exercise of reasonable care sliould have known; that such 
person was subject to a statutory disqualification. The notice shall be 
m such form and contain such information as the Commission, by rule, 
may prescribe as necessary or appropriate in the public interest or for 
the protection of investors. · 
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"(3) (A) A national securities exchange may deny membership to, 
or condition the membership of, a registered broker or dealer if (i) 
such broker or dealer does not meet such standards of financial respon
sibility or operational capability or such broker or dealer or any natural 
person association with such broker or dealer does not meet such-stand
ards of training, experience, and competence as are prescribed by the 
rules of the exchange or ( ii) such broker or dealer or person associated 
with such broker or dealer has engaged and there is a reasonable like
lihood he may a~ain engage in acts or practices inconsistent with just 
and equitable prmciples of trade. A national securities exchange may 
examine and verify the qualifications of an applicant to become a 
member and the natural persons associated with such an applicant in 
accordance with procedures established by the rules of the exchange. 

" (B) ·A national securities exchange may bar a natural person from 
becoming a member or associated with a member, or condition the 
membership of a natural person or association of a nat11ral person with 
a member, 1f such natural person ( i) does not meet such standards of 
training, experience, and competence as are. prescribed by the rules 
of the exchange or ( ii) has engaged and there is a reasonable likeli
hood he may again engage in acts or practices inconsistent with just 
and equitable principles of trade. A national securities exchange may 
examine and verify the qualifications of an applicant to become a 
person associated with a member in accordance with procedures estab
lished by the rules of the exchange and require any person associated 
with a member, or any class of such persons, to be registered with the 
exchange in accordance with procedures so established. 

"(C) A national securities exchange may bar any person from 
becoming associated with a member if such person does not agree ( i) 
to supply the exchange with such information with respect to Its rela
tionship and dealings with the member as may be specified in the rules 
of the ex chan~ and ( ii) to permit the examination of its books and 
records to verify the accuracy of any information M supplied. 

" ( 4) A national securities exchange may (A) limit the number of 
members of the exchange and (B) the number of members and desig
nated representatives of members permitted to effect transactions on 
the floor of the exchange without the services of another person acting 
as broker: Provided7 lwwever, That no national securiti~ ex~hange 
shall have the authority to decrease the number of memberships m such 
exchange, or the number of members and designated representatives of 
members permitted to effect transactions on the floor of such exchange 
without the services of another person acting as broker, below such 
number in effect on May 1, 1975, or the date such exchange was reg
istered with the Commission, whichever is later: Arul provided further, 
That the Commission, in accordance with the provisions of section 
l9(c) of this title, may amend the rules of any national securities 
exchange to increase (but not to decrease) or to remove any limitation 
on the number of memberships in such exchange or the number of 
members or designated representatives of members permitted to effect 
transactions on the floor of the exchange without the services of another 
person acting as broker, if the Commission finds that such limitation . 
Imposes a burden on competition not necessary or appropriate in fur
therance of the purposes of this title. 

" (d) ( 1) In any proceeding by a national securities exchange to 
determine whether a member or person associated with a member 
should be disciplined (other than a summary proceeding pursuant to 
paragraph (3) of this subsection), the exchange shall bring specific 
char~, notify such member or person of, and give him an opportunity 
to defend against, such charges, and keep a record. A determination 
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by the e~change to impose a disciplinary sanction shall be supported 
by a statement setting forth-

"(A) any act or practice in which such member or person asso
ciated with a member has been fouiid to have engaged, or which 
such member or person has been found to have omitted; 

" (B) the specific provision of this title, the rules or regulations 
thereunder, or the rules of the exchange which any such act or 
practice, or omission to act, is deemed to violate; and 

" (C) the sanction imposed and the reasons therefor. · 
" ( 2) In any proceeding by a national securities exchang~ to deter

mine whether a person shall be dsnied membership, barred from 
becoming associated with a member, or prohibited or limited with 
respect to access to services offered by the exchange or a member thereof 
(other than a summary proceeding pursuant to paragraph ( 3) of this 
subsection), the exchange shall notify such person of, and give him 
ari opportunity to be heard upon, the specific grounds for denial, bar, 
or prohibition or limitation under <:<>nsideration and keep a record. A 
determination by the exchange to deny membership, bar a person from 
becoming associated with a member, or prohibit or limit a person with 
respect to access to services offered by the exchange or a member thereof 
shall be supported by a statement setting forth the specific grounds on 
which the denial, bar, or prohibition or limitation is based. 

"(3) A national securities exchange may summarily (A) suspend a 
member or person associated with a member who has been and is 
expelled or suspended from any self-regulatory organization or barred 
or suspended from being assoma.ted with a member of any self-regula
tory organization, (B) suspend a member who is in such financial or 
operating difficulty that the exchange determines and so notifies the 
Commission that the member cannot be permitted to continue to do 
business as a member with safety to investors, creditors, other mem
bers, or the exchange, or (C) limit or prohibit any person with respect 
to ac~ss to services offered by the exchange if subparagraph (A) or 
(B) of this paragraph is applicable to such person or, in the case of a 
person who IS nota member, if the exchange determines that such per
son does not meet the· qualification requirements or other prerequisites 
for such access and such person cannot be perwitted to continue to 
have such access with safety to investors, creditors, members, or the 
exchange. Any person aggrieved by any such summary action shall 
be promptly afforded an opportunity for a hearing by the exchange in 
accordance with the provisions of paragraph (1) or (2) of this sub
section. The Commission, by order, may stay any such summary action 
on its own motion or upon application by any person aggrieved 
therepy, if the Commission determines summarily or after notice and 
opportunity for hearing (which hearing may consist solely of the sub
mission of affidavits or presentation of oral arguments) that such stay 
is consistent with the public interest and the protection of investors. 

"(~) (1) On and after the date of enactment of the Securities Acts 
Amendments of 1975, no national securities exchange may impose any 
schedule or fix rates of commissions, allowances, discOunts, or other 
fees to be charged by its members: Provided, hoWever, That rintil May 
1, 1976, the preceding provisions of this paragraph shall not prohibit 
any such exchange from imposing or fixmg any schedule of commis
sions, allowances, discollllts, or other fees to be charged by its members 
for acting as broker on the floor of the exchange or as Odd-lot dealer: 
A 'Tid pr'(Jvjded further, That the Commission, m accordance with the 
provisions of 8ection 19(b) of this title as modified by the provisions 
of parar;aph ( 4) of this Section, may-

' (A) permit a national securities exchange, by rule, to impose 
a reasonable schedule or fix reasonable rates of commissions, 

I 



allowances, discounts, or other fees to be charged by its members 
for effecting transactions on such exchange prior to November 1, 
1976, if the Commission finds that such schedule or fixed rates 
of ·commissions, allowances, discounts, or other fees are in the 
public interest; and 

"(B) permit a national securities exchange, by rule, to impose 
a schedule .or fix rates of commissions, allowances, discounts, or 
other fees to be charged by its members for effecting transactions 
on such exchange after November 1, 1976, if the Commission finds 
that such schedule or fixed rates of commissions, allowances, dis
counts, or other fees ( i) are reasonable in relation to .the costs of 
providing the service for which such fees are charged (and the 
CommissiOn publishes the standards employed in adjudging 
reasonableness) and (ii) do not impose any burden on compe
tition not necessary or appropriate in furtherance of the purposes 
of th~s ·~itle, taking into consideration the_ eompetit~ve effects of 
permittmg such schedule or fixed rates weighed agamst the com
petitive effects of other lawful actions which the Commission is 
authorized to take under this title. _ 

" ( 2) Notwithstanding the provisions of section 19 (c) of this title, . 
the Commission, by rule, may abrogate any exchange rule which 
imposes a schedule or fixes rates of commissions, allowances, discounts, 
or other fees, if the Commission determines that such schedule or fixed 
rates are no longer reasonable, in the public interest, or necessary to 
accomplish the purposes of this title. 

"(3) Until December 31,.1976, the Commission, on a regular basis, 
shall file with the Speaker of the House and the President of the 
Senate information concerning the effect on the public interest, pro
tection of investors, and maintenance of fair and orderly markets of 
the absence of any schedule or fixed rates of commissions, allowances, 
discounts, or other fees to be charged by members of any national 
securities exchange for effecting transactions on such exchange. 

"(4) (A) Before approving or disapproving any proposed rule 
change submitted by a national securities exchange which would 
impose a schedule or fix rates of commissions, allowances, discounts, or 
other fees to be charged by its members for effecting transactions on 
such exchange, the Commission shall afford interested persons ( i) an 
opportunity for oral presentation of data, views, and arguments and 
( ii) with respect to any such rule concerning transactions effected 
after November 1, 1976, if the Commission determines there are dis
puted issues of material fact, to present such rebuttal submissions and 
to conduct (or have conducted under subparagraph (B) of this para
graph) such cross-examination as the Commission determines to be 
appro;priate and required for full disclosure and proper resolution of 
such disputed is8ues of material fact. . 

"(B) The Commission shall prescribe rules and make rulings con
cerning any proceeding in accordance with subparagraph (A) of this 
paragraph designed to avoid unnecessary costs or delay. Such rules 
or rulings may ( i) im_rose reasonable time limits on each interested 
person's oral presentations, and (ii) require any cross-examination to 
which a person may be entitled under subparagraph (A) of this para
graph to be conducted by the Commission on behalf of that person 
m such manner as the Commission determines to be appropriate and 
required for full disclosure and proper resolution of disputed issues 
of material fact. 

"(C) (i) If any class of persons, the members of which are entitled 
to conduct (or have conducted) cross-examination under subpara
graphs (A) and (B) of this paragraph and which have, in the view 
of the Commission, the same or Similar interests in the proceeding, 
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cannot agree upon a single representative of such interests for pur
poses of cross-examination, the Commission may make rules and rul
mgs specifying the manner in which such interests shall be represented 
and such cross-examination conducted. 

"(ii) No member of any class oi persons with res:pect to which the 
Commission has specified the manner in which its mterests shall be 
represented pursuant . to clause ( i) of this subparagraph shall be 
denied, pursuant to such clause ( i), the opportunity to conduct (or 
have conducted) crostHxan;tination as to issues affecting his particu
lar interests if he satisfies the Commission that he has made a 
reasonable and good faith effort to reach agreement upon group 
representation and there are substantial and relevant issues which 
would not be presented adequately by group representation. 

"(D) A. tra_nscript shall be kept of any oral prese~tation and 
cross-exammatlon. 

"(E) In addition to the bases specified in subsection 25(a), a 
reviewing Court may set aside an order of the Commission under 
section 19 (b) ap:provi'ng an exchange rul~ imposing a scheduJe or fixes 
mtes of commisSJ.ons, allowances, discounts, or other fees, if the Court_ 
finds-

" ( 1) a Commission determination under paragraph ( 4) (A) 
that an interested person is not entitled to conduct cross-examina
tion or make rebuttal submissions, or 

"(2) a ConnniSsion rule or ruling under paragraph (4){B) 
limiting the petitioner's cross-examination or. rebuttal sub-
missions, . ' 

has precluded full disclosure and proper resolution of disputed issues 
of material fact which were necessary for fair determination by the 
Commission. 

"(f) The Commission, by rule or order, as it deems necessary or 
appropriate in the public interest l'nd forth~ protection of investors, 
to maintain fair and orderly markets, or to assure equal regulation, 
may require--

. "(1) any person not a member or a designated representative 
of !1- member of a national. securities exc~ange effecting trans
actions on such. exchange Without the serVlces of another ·person 
acting as a broker, Or · · · 

"(2) any broker or dealer not a member of a national securities 
exchange effecting transactions on such exchange on a regular 
basis, 

to comply with such rules of such exchange as the Commission may · 
,specify.". _ · · . . 

SEc. 5. Section 8 of the Securities Exchange Act of 1934 (15 U.S.C; 
7Sh) is amended as follows : 

( 1) The first sentence thereof is amended by striking out the phr~ 
"any member of a national securities exchange, or any broker or dealer 

1 who tram;acts a business in securities' through the medium of any such 
member'' and by inserting in lieu. thereof th~ phrase "any regiStered 
broker or dealer, member·of a natlQnal securities exchange, or broker 
'Or dealer who transacts a b~ess in securities through the medium 
of any member of a national securities exehang_e". . 

(2) The section is further amended.by striking. out subse_ction (b), 
redesignating subsections (c) and (d) thereof as subsections (b) and 
(c) respectively, and amending redesignated subsection (c) to read 
as follows : . · 

" (c) To lend or arrange for the lending of any securities carried for 
the account of any customer without the written consent of such cus
tomer or in contraventio~ of such rules an<) regulations· as the Com-
mission shall prescribe for the protection of investors." · 
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SEc. 6. Section 11 of the Securities Exchange Act of 1934 (15 u.s.a. 
78k) is amended as follows: 

( 1) The title thereof is amended to read : ''TRADING BY MEMBERS OF 
EXCHANGES, BROKERS, AND DEALERS". · 

(2) Subsections (a) and (b) thereofareamendedtoreadasfollows: 
" (a) ( 1) It shall be unlawful for any member of a national securities 

exchange to effect any transaction on such exchange for. its own 
account, the account of an associated person, or an account with respect 
to which it or an associated person thereof exercises investment 
discretion : Provided, however, That this paragraph shall not make 
unlawful-

"(A) any transaction by a dealer actingin the capacity of 
market maker; 

"(B) any transaction for the account of an odd-lot dealer in 
a security in which he is so registered; 

"(C) any .stabilizing transaction effected in compliance with 
rules under section 10(b) of this title to facilitate a distribution 
of a security in which the member effecting such transaction is 
participating; 

"(D) any bona fide arbitrage transaction, any bona fide hedge 
transaction involving a long or short position man equity secu
rity and a long or short poSition in a security entitling the holder 
to acquire or sell such equity security,· or any risk arbitrage trans
action in connection with a merger, acquisition, tender offer, or 
similar transaction involving a recapitalization; · 

" (E) any transaction for the account of a natural :person, the 
estate of a natural person, or a trust (other than an mvestment 
company) created by a natural person· for himself_ or another 
natural person; '-

" (F) any transaction to o!fset a transaction made in error; 
" (G) any other transaction for a member's own account pro

vided that (i) such member is primarily engaged in the business 
of underwritmg and distributing secunties issued by other per
sons, selling securities to customers, and acting as broker, or any 
one or more of such activities, and whose gross income normally 
is derived principally from such business and related activities 
and ( ii) such transaction is effected in compliance with rules of . 
the Commission which, as a minimum, assure that the transaction 
is not inconsistent. with the maintenance of fair and orderly 
markets and yields priority, parity, and precedence in execution 
to orders for the account of persons who are not members or asso
ciated with members of the exchange; and 

"(H) any other transaction of a kind which the Commission, 
by rule, determines is consistent with the purp6Ses of this para
graph, the protection of investors, and the maintenance of fair 
and orderly markets. · 

"(2) The Cmrimission, by rule, as it deems necessary or appropriate 
in the public interest and for- the protection of investors, to maintain 
fair and orderly markets, or to assure equal regulation of exchange 
markets and markets occurring otherwise than on an exchange, may 
regulate or prohibit: ' 

"(A) transactions on a national securities exchange not unlaw
ful under paragraph (1) of this subsection effected by any mem
ber thereof for its own account (unless such member is acting in 
the capacity of market maker or odd-lot dealer), the account of 
an associated person, or an account with respect to which such 
member or an associated person thereof exercises investment dis
cretion; 
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"(B) ·.transactions otherwise than on a national securities 
exchange effected by use of the mails or any means or instrumen
tality of interstate commerce by any member of_a national secu
rities ~change, broker, or dealer for the account of such member, 
broker, or dealer (unless such member, broker, or dealer is acting 
in the. capacity of a market maker) the account of an associated 
person, or an account with respect to which such member, broker, 
or dealer or associated person thereof exercises investment discre-
tion; and . · 

" (C) transactions on a national securities exchange effected 
by any broker or dealer not a member thereof for the accoWJ.t of 
such broker or dealer (unless such broker or dealer is acting in 
the capacity of market maker), the a.ccount of an associated per
son, or an account with respect to which such broker or dealer or 
associated person thereof exercises investment discretion. 

"(3) The provisions of paragraph (1) of this subsection insofar as 
they apply to transactions on a national securities exchange effected 
by a member thereof who was a member on May 1, 19'75 shall not 
become effective until May 1, 1978. Nothing in this paragraph shall 
be construed to impair or limit the authority of the Commission to 
regulate or prohibit such transactions prior to May 1, 19'78, pursuant 
to paragraph ( 2) of this subsection. .· · 
· "(b) When not in contravention of such rules and regulations as 
the Commission may prescribe as ne(le~ry or appropriate in the pub
lic interest and for. the protection.dfinvestors, tomaintain fair and 
orderly markets, or to remove impediments to and perfect the mech
anism of a national marloot system, the rules of a national securities 
exchange may permit (1) a member to be registered as an odd-lot 
dealer and as such to buy and sell for his own account so far as may 

. be reasonably; necessm-y to carry on such odd-lot transactions, and 
( 2) a member to be registered as a ~pecialist. Under the rules and 
regulations of the Commission a specialist may be permitted to act as 
a broker and dealer or limited to acting as a broker or dealer. It shall 
be unlawful for a specialist or an official of the exchange to disclose 
information in r~ tO orders placed with· such specialist which is 
not available to all members of the excha.nge, to any person· other than 
ari official of the exchange, a representative of the Cmnmission, or a 
specialist who may be acting for such specialist: Provided, however, 
That the Commission, by rule, may require disclosure to all members 
of the exchange of all orders placed with specialists, under such rules 
and regulations as the ·Commission may prescribe as necessary or 
appro}lriate in the public interest or for the :protection of investors. 
It shall also be unlawful for a specialist permitted to act as a broker 
and dealer to effect on the exchange as broker any transaction except 
upon a market or limited price order.". 

( 3) Subsection (e) thereof is repealed. 
SEc. 7. The Securities Exchange .Act of 1934 is amended by inserting 

after section 11 ( 15 U.S.C. '78k) the following new section: . . 

''NATIONAL MARKET SYSTEM FOR SECURITIES; SECURITIES INFORMATION 
PROCESSORS 

"SEc. llA. (a) ( 1) The Congress finds that-
" (A) The securities. markets are an important national asset 

which must be-preserved and strengthened. 
· "(B) New data processing a.nd communications techniques 
create the opportunity for more efficient a.nd e:ffeetive ma.rket 
operations. · 
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"(C) It is in the public interest and appropriate for the protec
tion of investors and the maintenance of fa.ir and orderly markets 
to assure--

" ( i) economically efficient execution of securities transac
tions; 

" ( ii) fair competition among brokers and dealers, among 
exchange markets, and between exchange markets and mar
kets other than exchange markets; 

" (iii) the availability to brok~rs, dealers, and investors 1)f 
information with respect to quotations for and transactions in 
securities; 

"(iv) the practicability of brokers executing investors' 
orders m the best market; and 

"(v) an opportunity, consistent with the provisions of 
clauses (i) and (iv) of this subparagraph, for investors' 
orders to be executed without the partiCipation of a dealer. 

"(D) The linking of all markets for qualified securities through 
communication and data processing facilities will foster efficiency, 
enhance competition, increase the information available to brokers, 
dealers, and mvestors, facilitate the offsetting of invest~rs' orders, 
a,nd contribute to best execution of such orders. 

"(2) The Com.mission is directed, therefore, having due regard for 
the public interest, the protection of. investors, and the maintenance 
of fair and orderly markets, to use its authority under this title to 
facilitate the establishment of a national market system for securities 
(which may include subsystems :for particular types of securities with 
unique trading characteristics) in accordance with the findings and to 
carry out the objectives set forth in paragraph (1) of this subsection. 
The Commission, by rule, shall designate the securities or classes of 
securities qualified for trading in the national market system from 
among securities other than exempted secu,rities. (Seeurities or classes 
of securities so designated hereinafter in this section referred to as 
'qualified securities'.) 

"(3) The Comlnission is authorized in furtherance of the directive 
in para?,raph ( 2) of this subsection- . 

' (A) to create one or more advisory committees pursuant to 
the Federal Advisory Committee Act (which shall be in addi
tion to the National Market Advisory Board established pursuant 
to subsection (d) of this section) and to employ one or more out
side experts; 

"(B) by rule or order, to authorize. or requ,ire self-regulatory 
organizations to· act jointly with respect to matters as to which · 
they share authority under this title in planning, developing, , 
operating, or regulating a national market system (or a sub
system thereof) or one or more facilities thereof; and 

"(C) to conduct studies and make recommendations to the 
Congress frqm ti:tp.e to time as to the possible need for modifica
tions of the scheme of self-regulation ·provided for in this title 

- so as to adapt it to a national market system. 
"(b) ( 1) Except as otherwise provided in this section, it shall be 

unlawful for any securities information processor unless registered 
in accordance with this subsection, directly or indirootly, to make use 
of the mails or any means or instrumentality of interstate commerce 
to perform the functions of a securities information processor. The 
Commission, by rule or order, upon its own motion or upon application, 
may conditionally or unconditionally exempt any securities informa
tion processor o~ ?lass of securities !n.formati~n pro~essors or security 
or class of securities from any proviSion of this sectwn or the rules or 
regulations thereunder, if the Commission finds that such exemption 

/ 
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is consistent with the public interest, the protection of· investors, and 
the purposes of this section, including the maintenance of fair and 
orderly markets in securities and the removal of impediments to and 
perfection of the mechanism of a national market system: Provided, 
however, That a securities information processor not acting as the 
exclusive processor of any information with respect to quotations for 
or transactions in securities is exempt from the requirement to register 
in accordance with this subsection unless the Commission, by rule or 
order, finds that the registration of such securities information proces
sor is necessary or appropriate in the public interest, for the protection 
of investors, or for the achievement ofthe purposes of this section. 

"(2) A securities information processor may be registered by filing 
with the Commission an application for registration in such form as 
the Commission, by rule, may prescribe containing the address of its 
principal office, or offices, the names of the securities and markets for 
which it is then acting and for which it proposes to act as a securities 
information processor, and S]lch other information and documents as 
the Commission, by rule, niay prescribe with regard to performance 
capability, standards and procedures for the collection, processing, 
distribution, and publication of in;formation with respect to quotations 
for and transaction in securities, personnel qualifications, financial con
dition, and such other matters as the Commission determines to be 
germane to the provisions of this title and the rules and regulations 
thereunder, or necessary or appropriate in furtherance of the purposes 
of this section. 

"(3) The Commission shall, upon the filing of an 111pplication for 
registration pursuant to paragraph (2) of this subsection, publish 
notice of the filing and afford interested persons an opportunity to sub
mit written data, views, and arguments concerning such application. 
Within ninety days of the date of the publication of such notice (or 
within such longer period as to which the applicant consents) the Com
mission shall-

" (A) by order grant such registration, or 
"(B) institute proceedings to determine whether registration 

should be denied. Such proceedings shall include notice of the 
grounds for denial under consideration and opportunity for hear
ing and shall be concluded within one hundred eighty days of the 
date of publication of notice of the filing of the application for 
registration. At the conclusion of such proceedings the Commis
sion, by order, shall grant or deny such registration. The Commis
sion may extend the time for the conclusion of such proceedings 
for up to sixty days if it finds good cause for such extension and 
publishes its reasons for so finding or for such longer periods as 
to which the applicant consents. · 

The Oonrmission shall grant the registration of a securities informa
tion processor if the Commission finds that such securities information 
processor is so organized, and has the capacity, to be able to assure the 
prompt, accurate, and reliable performance of its functions as a securi
ties information processor, comply with the provisions of this title and 
the rules ·and regulations thereunder, carry . out its functions in a 
manner consistent with the purposes of this seotion, and, insofar as it is 
·aclting as an exclusive processor, operate fairly and efficiently. The 
Commission shall deny the registration of a securities information 
processor if the Commission does not make any-such finding. 

"(4) A registered securities information pr()cessor may, upon such 
terms and conditions as the Commission deems hecessary or appropri
ate in the public interest or for the protootion of investors, withdraw 
from registration by filing a written notice of withdrawal with the 
Oommission. If the Commission finds that any registered securities 
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• information processor is no longer in existence or has ceased to do busi
ness in the capacity specified in its application for registration, the 
Commission, by order, shall cancel the registration. 

"(5) (A) If any registered securities information processor pro
hibits or limits any person_in respect of access to services ·offered, 
directly or indirectly, by such securities information processor, the reg
istered securities information processor shall promptly file notice 
thereof with the Commission. The notice shall be in such form and con
tain such information as the Commission, by rule, may prescribe as 
necessary or appropriate in the public interest or for the proteJcltion 
of investors. Any prohibition or limitation on access to services with 
respect to which a registered securities information processor is 
required by this paragraph to file notice shall be subject to review by the 
Commission ou. its own motion, or upon application by any person 
aggrieved thereby filed within thirty days after such notice has been 
filed with the Commission and received by such aggrieved person, or 
within such longer period as the Commission may determine. Appli
cation to the Commission for review, or the institution of review by the 
Comm,issio;;t on its own motion, shall not operate as a stay of such pro
hibition or limitation, unless the Commission otherwise orders, sum
marily or after notice and opportunity for hearing -on the question or
a stay (which hearing may consist solely of the submission of affidavits · 
or presentation of oral arguments). The Commission shall establish for 
appropriate cases an expedited procedure for consideration and deter
mination ofthe question of a stay. 

· "(B) In any proceeding to review the prohibition or limitation of 
any person in respect of access to services offered by a registered secu
rities irlformation processor, if the Commission finds, after notice and 
opportunity for hearing, that such prohibition or limitatiQn is con
sistent with the .provisions of this title and the rules and regUlations 
thereunder and that such person has not been discriminated against 
unfairly, the Commission, by order, shall dismiss the proceeding. If 
the Commission does not make any such finding or if it finds that such 
prohibition or limitation imposes any. burden on competition not nec-
essary or appropriate in furtherance of the purposes of this title, the 
Commission, by order, shall set aside the prohibition or limitation 
and require the registered securities information processor to permit 
such person access to services offered by the registered securities infor- · 
mation processor. 
/ "(6) The Commission, by order, may censure or place limitations 

upon the activities, functions, or operations of any registered securities 
information processor or suspend for a period not exceeding twelve 
months or revoke the registration of any such processor, if the Com
mission finds, on therecord after notice and opportunity for hearing, 
that such censure, placing of limitations, suspens~on, or revocation is in 
the public interest, necessary or :appropriate for the protection of 
investors or to assure the prompt, accurate, or reliable performance of 
the functions of such securities information processor, 'and that such 
securities information processor has violated or is unable to comply 
with any provision of this title or the rules or regulations thereunder. 

" (c) (1) No self-regulatory organization, member thereof, securities 
information processor, broker, or dealer shall make use of the mails or 
any means or instrumentality of interstate COIJlmeroe to collect, process, 
distribute, publish, or prepare :for distribution or publication any 
information with respect to quotations for or transactions in any ~ecu
rity other than an exempted security, to assist, participate in, or coordi
nate the distribution or publication of such information, or to effect any 
transaction in, or to induce .or attempt to induce the purchase or sale 
of, any such security in contravention of such rules and regulations as 

• I 
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the Commission shall prescribe as necessary or appropriate in the 
public interest, for the protection of investors, or otherwise 'in further-
ance of the purposes of this title to- -

"(A) prevent the use, distribution, or publication of fraudulent, 
- deceptive, or manipulative information with respect to quotations 

for- and transactions in such securities; 
"(B) assure the prompt, accurate, reliable, and fair collection, 

processing, distribution, and publication of information with 
respect to quotations for and transactions in such securities and 
the fairness and usefulness of the form and content of such 
information; ' 

"(C) assure that all securities information processors may, for 
purposes of distribution and publication, obt~tin on fair and rea
sonable terms such information with respect to quotations for and 
transactions in such securities as is collected, processed, or pre
pared for distribution or publication by any exclusive processor 
of such information acting in such capacity; 

"(D) assure that all exchange members, brokers, dealers, securi
ties information processors, and, subject to such limitations as the 
. Commission, by rule, may impose as necessary or appropriate for 
the protection of investors or maintenance of fair and orderly 
markets, all other persons may obtain on terms which are not 
unreasonably discriminatory such information _w:ith respect to 
quotations for and transactions in such securities asis published 
or distributed by any self-regulatory organization or securities 
information processor; 

"(E) assure that all exchange members, brokers, and dealers 
transmit and direct orders for the purchase or sale of qualified 
securities in a manner consistent with the establishment and 
operation of a national market system; and . . .. -··· ·_/ 

"(F) assure equal regulation of all markets-for· qualified secu
rities and all exchange members, brokers~ and dealers effecting 
transactions in such securities. 

"(2) The Commission, by rule, as it deems necessary or appropriate 
in the public interest or for the protection of investors, may require 
any person who has effected the purchase or sale of any qualified 
security by use of the mails or any means or instrumentality of inter
state commerce to report such purchase or sale to a registered securi
ties information processor, national securities exchange, or registered 
securities association and require such processor, exchange, or asso
ciation to make appropriate distribution and publication of 
information with respect to such purchase or sale. 

"(3) (A) The Commission, by rule, is authorized to prohibit brokers 
and dealers from effecting transactions in securities registered pursu
ant to section 12 (b) otherwise than on a national securities exchange, 
if the Commission finds, on the record after notice and opportunity 
for hearing, that- - .· 

" ( i) as a result of transactions in such securities effected other
wise than on a national securities exchange the fairness or order
liness of the markets for such securities has been affected ·in a 
manner contrary to the public interest or. the protection of 
investors; 

"(ii) no rule of any national securities exchaiige unreasonably 
impairs the ability of any dealer to solicit or effect transactions in 
such securities for his own account or unreasonably restricts com
petition among dealers in such securities or between dealers 
acting in the capacity of market makers who are s~ialists in 
such securities and such dealers who are not specialists in such 
securities, and -
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(iii) the maintenance or restoration of fair and orderly mar
kets in such securities may not be assured through other lawful 
means under this title. 

The Commission may conditionally or unconditionally exempt any 
security or transaction or any class of securities or transactions from 
any such prohibition if the Commission deems such exemption con
sistent with the public interest, the protection of investors, and the 
maintenance of fair and orderly markets. 

"(B) For the purposes of subparagraph (A) of this paragraph, the 
ability of a dealer to solicit or effect transactions in securities for his 
own account shall not be deemed to be unreasonablY. impaired by any 
rule o£ an exchange fairly and reasonably prescribing the sequence 
in which orders brought to the exchange must be executed or which ha-s 
been adopted to effect compliance with a rule of the Commission 
promulgated under this title. 

" ( 4) (A) The Commission is directed to review any and all rules of 
national securities exchanges which limit or condition the ability of 
members to effect transactions in securities otherwise than on such 
exchanges. On or before the ninetieth day following the day of 
enactment of the Securities Acts Amendments of 1975, the Commission 
shall ( i) report to the Congress the results of its review, including the 
effects on competition of such rules, and ( ii) commence a proceeding 
in accordance .with the provisions of section 19(c) of this title to 
amend any such rule imposing a burden on competition which does not 
appear to the Commission to be necessary or appropriate in further
ance of the purposes of this title. The Commission shall conclude any' 
such proceeding within ninety days of the date of publication of 
notice o£ its commencement. 

"(B) Review pursuant to section 25(b) of this title of any rule 
promulgated by the Commission in accordance with any proceeding 
commenced pursuant to subpa.ragr~ph (A} of this·paragraph .shall, 
except as to causes the court considers of greater Importance, take 
precedence on the docket over all other causes and shall be assigned for 
consideration at the earliest practicable date and 'expedited in every 
way. · 

" ( 5) No national securities ex chan~ or registered securities associa
tion may limit or condition the participation of any member in any 
registered clearing agency. . 

"(d) (1) Not later than one hllndred eighty days after the date 
of enactment of the Securities Acts Amendments of 1975, the Com
mission shall establish a National Market Advisory Board (here
inafter in this section referred to as the "Advisory Board") to be 
composed o£ fifteen members, not all of whom shall be frorh the same 
geographical area of the United States, appointed bv the Commission 
for a term' specified by the Commission of not less than two years or 
more than five years.· The Advisory Board shall consist of persons 
associated with brokers and dealers (who shall be a maj<}rity) and 
persons not so assoeiated who are representative of the p-qblic and, 
to the extent feasible, have knowledge of the securities markets of 
the United States.· 

"(2) It shall be the responsibility of the Advisory Board to formu
late and furnish to the Commission its views on si~ificant regulatory 
proposals made by the Commission or any self-regulatory organization 
concerning the establishment, operation, and regulation of the markets 
for securities in the United States. 

"(3) (A) The Advisory Board shall study and make recommenda
tions to the Commission as to the steps it finds appropriate to facilitate 
the establishment of a national market system. In so doing, the 
Advisory Board shall assume the. responsibilities of any advisory 
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committee appointed to advise the Commission with respect to the 
~ational market sys~m which is in existence at the time of the estal?-
hshment of the Advisory Board. -· 

"(B) The Advisory Board shall study the possible need for modifi
cations of the scheme of self-regulation provided for in this title so 
as to adapt it to a national market system, including the need for the 
establishment of a new self-regulatory organization (hereinafter in 
this section referred to as a 'National Market Regulatory Board' or 
'Regulatory Board') to administer the national market system. In the 
event the Advisory Board determines a National Market Regulatory 
Board should be established, it shall make recommendations as to : 

"(i) the point in time at which a Regulatory Board should be 
established ; . . 

" ( ii) the composition of a Regulatory Board; · 
" (iii) the scope of the authority of a Regulatory Board; 
"(iv) the relationship of a Regulatory Board to the Commis-

sion and to existing self-regulatory organizations; and · _ 
" ( v) the manner in which a Regulatory Board should be -funded. 

The Advisory Board shall report to the Congress, on or before Decem
ber 31, 1976, the results of such study and its recommendations, includ
ing such recommendations for legislation as it deems appropriate. 

" (C) In carrying out its responsibilities under this paragraph, the· 
Advisory Board shall consult with self-regulatory organizations, 
brokers, dealerS, securities information processors, issuers, investors, 
representatives of Government agencies, and other persons interested · 
or likely to participate in the establishment, operation, or regulation 
of the national market system. · 

" (e) The Commission is authorized and directed to make a study 
of the extent to which persons excluded from the definitions of 
'broker' and 'dealer' maintain accounts on l>OO.alfQl.p®ll~ Qustomers 
for buying and selling securities registered under section 12 of this 
title and whether such exclusions are consistent with the protection of 
investors and the" other purposes of this title. The Commission shall 
report to the Congress, on or before December 31, 1976, the results of 
its study together with such r~mmendations for legislation as it 
deems advisable.". · 

SEc. 8. Section 12(f) of the Securities Exchange Act of 1934 (15 
u.s.a. 781 (f)) is amended as follows: 
' ( 1) Paragraphs ( 1) and ( 2) thereof are amended to read as follows: 

" (f) ( 1) Notwithstanding the foregoing provisions of this section,. 
any national securities exchange, subject to the,terms and conditions 
hereinafter set forth-

" (A) may ·continue unlisted trading privileges to which a 
security had been admitted on such exchange prior to July 1, 1964; 

"(B) upon application to and approval of such aeplication by 
the Commission, may extend unlisted trading privileges to any 
security listed and registered on any other national securities 
exchange; and · . 

"(C) upon applica.tion to and approval of such aeplication by 
the . Commission, may extend unlisted trading priVIleges to any 
security registered pursuant to section 12 of this title or which 
would be required to be so registered except for the exemption 
from registration provided in subsection (g)(2}(B) or (g)(2) 
(G) of that section. 

If an extension of unlisted trading privileges to a security is based 
upon its listing and registration on another national securities ex
chan~,-such privileges shall contin~e in effect only so long as such 
security remains listed and regiert;ered on a national securities exchange. 
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"(2) N<> application pursuant to this subsection shall be approved 
unless the Commission finds, after notice and oppmtunity for hearing, 
that the extension of unlisted trading privileges pursuant to such 
application is consistent with the maintenance of fair and orderly 
markets and the protection of investors. In considering an application 
for the extension of unlisted trading privileges to a security not listed 
and registered on a national securities exchange, the CommiB13ion shall, 
among other matters, 'take account of -the :imblic trading activity in 
such security, the chara.cter of such trading, the impact of such exten
sion on the existing markets for such securities,. and the desirability, 
of removing impediments to and the progress that has been made 
toward the development of a national market system and shall not 
grant any such appl~cation if any rule of the national securities 
exchange ma.k:ing application under this subsection would unreason
ably impair the ability of any dealer to solicit or effect trimsactions 
in such security. for hts own account, or would unreasonably restrict 
competition among dealers in such security or between such dealers 
acting in the capacity of ma.rket makers who are specialists and such 
dealers who are not specialists.". 

~
2) Paragraph ( 6) thereof is amended by striking out "section 

19 b) of". ~ 
EC. 9. Section 12 of the Securities Exchange Act of 1934 (15 

U.S.C. '781) is amended by adding at the end thereof the following new 
subsections : · 

"(j) The Commission is authorized, by order1 as it deetns necessary 
or appropriate for the protection of investors tO deny, to suspend the 
effective date of, to suspend for a period not exceeding twelve months, 
or to revoke the registration of a security, if the Commission finds, 
on the record after notice and opportunity for hearing, that the issuer 
of such security has failed to comply with any provision of this title or 
the rules and regulations. thereunder. No member of a national securi
ties exchange, broker; or dealer shall make use of the mails or any 
means or instrumentality of interstate 'commerce. to effect any trans
action in, or to induce the purchase or sale of, any security the registra
tion of which has been and is suspended or revoked pursuant, to the 

p~in:fiS:~ce~piriion the ~ublic interest and the protection of 
investors so require, the Commission is authorized summarily to sus
pend trading in any security (other than an exempted security) for a 
period not exceeding ten days, or with the approval of the President, 
summarily to suspend all trading on any national securities exchange 
or otherwise, in securities other tban exempted securities, for a period 
not exceeding ninety days. No member of a national securities 
exchange, broker, or dealer shall make use of the mails or any means 
or instrumentality .of interstate commerce to effect any transaction 
in, or to induce the purchase or sale of, any security in which-trading 
is so suspended. . 

"(1) It shall be unla~ful for an issuer, any class of whose securities 
is registered pursuant to this section or would ·be required to be so 
registered except for the exemption from registration provided by 
subsection (g) (2) (B) or (g) (2)(G) ofthis section, by the use of any 
means or instrumentality of interstate commerce, or of the mails, 
to issue, either originally or ur?n transfer, any of such securities 
in a form or with a format whtch contravenes such rules and regu
lations as the Commission may prescribe as necessary or appropriate 
for the prompt and accurate "Clearance and settlement of transactions 
in securities. The provisions of this subsection shall not apply to 
variable annuity contracts or variable life policies issued by an insur-
ance company or its separate accounts. · 
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" ( m) The Commission is authorized and directed to make a study 
and investigation of the practice of recording the ownership of secu
rities in the records of the issuer in other than the name of the bene
ficial owner of such securities to determine ( 1) whether such practice 
is consistent with the purposes of this title, with particular reference 
to subsection (g) of this section and sections 13, 14, 15(d), 16, and 
17A, and (2) whether steps can be taken to facilitate communica
tions between issuers and the beneficial owners of their securities while 
at the same time retaining the benefits of such practice. The Commis
sion shall report to the Congress its preliminary findings within six 
months af.ter the date of enactment of the Securities Acts Amendments 
of 1975, and its final conclusions and recommendations within one year 
of such date.". 

SEc. 10. Section 13 of the Securities Exchange Act of 1934 (15 
U.S.C. 78m) is amended by· adding at the end thereof the following 
new subsection : 

"(f) (1) Every institutional investment manager which uses the 
mails, or any means or instrumentality of interstate commerce in the 
course of its business as an 'institutional investment manager and 
which exercises investment discretion with respect to accounts holding 
equity securities of a class described in section 13 (d) ( 1) of this title 
having an aggregate fair market value on the last trading day in any 
of the precedmg twelve months of at least $100,000,000 or such lesser 
amount (but in no case less than $10,000,000) as the Commission, by. 
rule, may determine, shall file reports with the Commission in such 
form, for such periods, and at such times after the end of such periods 
as the Commission, by rule, may prescribe, but in no event shall such 
reports be filed for periods longer than one year or shorter than one 
quarter. Such reports shall include for each such e~uity security held 
on the last day of the reporting period by accounts ( m aggregate or by 
type as the Commission, by rule, may prescribe) with respect to which 
the institutional investment manager exercises investment discretion 
(other than securities held in amounts which the Commission, by rule, 
determines to be insignificant for purposes of this subsection), the 
name of the issuer and the title, class, CUSIP number, number of 
shares or principal amount, and aggregate fair market value of each 
such security. Such reports may also include for accounts (in aggre
gate or by type) with respect to which the institutional investment 
manager exercises investment discretion such of the following infor
mation as the Commission, hy rule, prescribes-

"(A) the name of the issuer and the title, class, CUSIP num
ber, number of shares or principal amount, and aggregate fair 
market value or cost or amortized cost of each other security 
(other than an exempted security) held· on the last day of the 
reporting period by such accounts; 

"(B) the aggregate fair market value or cost or amortized 
cost of exempted securities (in aggregate or by class) held on 
the last day of the reporting peric:>d by such accounts; 

" (C) the number of shares of each equity security of a class 
described in section 13 (d) ( 1) of this title held on the last day of 
the reporting period by such accounts with respect to which the 
institutional investment manager J?osseBSes sole or shared author
ity to exercise the voting rights evidenced by such securities; 

"(D) the aggregate purchases .and aggregate sales during the 
reporting period of each security (other than an exempted 
security) effected by or for such accounts; and · 

"(E) with respect to any transaction or series of transactions 
having a market value of at least $500,000 or such other amount 
as the Commission, by rule~ may determine, effected during the 
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reporting period by or for such accounts in any equity security of 
a class described in section 13 (d) ( 1) of this title-

" ( i) the name of the issuer and the title, class, and CUSIP 
number of the security; 

" ( ii) the number of shares or principal amount of the secu
rity involved in the transaction; 

"(iii) whether the transaction was Q. purchase or sale; 
"(iv) the per share price or prices at which the transaction 

wa~ effected; . 
" ( v) the date or dates of the transactiOn; 
" (vi) the date or dates of the settlement of the transaction; 
"(vii) the broker or dealer through whom the transaction 

was effected; 
"(viii) the market or markets in whiCh the transaction was 

effected·; and 
" ( ix) such other related information as the Commission, by 

rule, may prescribe. · 
"(2) The Commission, by rule or order, may exempt, conditionally 

or unconditionally, any institutional investment manager or security 
or any class of institutional investment managers or securities from 
anl or all of the provisions of this subsection or the rules thereunder. 

' ( 3) The Commission shall make available to the public for a reason
able fee a list of all equity securities of a class described in section 
13 (d) ( 1) of this title, updated no less frequently than reports are 
required to be filed pursuant to paragraph ( 1) of this subsection. The 
Commission shall tabulate the information contained in any report 
filed pursuant to this subsection in a manner which will, in the view of 
the Commission, maximize the usefulness of the information to other 
Federal and State authorities and the public. Promptly after the filing 
of any such report, the Commission shall make the ·information con
tained therein conveniently available to the public for a reasonable fee. 
in such form as the Commission, by rule, may prescribe, except that the 
Commission, as it determines to be necessary or appropriate in the pub
lic interest or for the protection of investors, may delay or prevent 
public disclosure of any such information in accordance with section 
552 of title 5, United States Code. Notwithstanding the preceding 
sentence, any such information identifying the securities held by the 
account of a natural person or an estate or trust (other than a business 
trust or investment company) shall not be disclosed to the public. 

" ( 4) In exereising its authority under this subsection, the Commis
sion shall determine (and so state) that its action is necessary or appro
priate in the public interest and for the protection of investors or to 
maintain fair and orderly markets or, in granting an exemption, 
that its action. is consis~nt with th~ protectiOn, of ~vestors and t~e 
purposes of this subsectiOn. In exerCismg such authority the Commis
sion shall take such steps as are within its power, including consulting 
with the Comptroller General of the United States, the Director of the 
Office of Management and Budget, the appropriate regulatory agen• 
cies, Federal and State authorities which, directly. or indirectly, 
require reports from institutional investment managers of information 
substantially similar to that called for by this· subsection) national 
securities exchanges, and registered securities associations, (A) to 
achiey~ unifo~, centralized reporting of information concerning ~he 
secuntles holdmgs of and transactions by or for accounts with 
respect to which institutional investment mana~ers exercise investment 
discretion, and· (B) consistently with the obJective set forth in the 
preceding subparagraph, to avoid unnecessarily duplicative reporting' 
by, and minimize the compliance burden on, institutional investment 
managers. Federal authorities which, directly or indirectly, require 
reports from institutional investment managers of information sub-

/ 
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stantially similar to that called for by this subsection shall cooperate 
with the Commission in th~ performance of its responsibilities under 
the preceding sentence. An institutional investment manager which is 
a bank, the deposits of which are insured in accordance with the 
Federal Deposit Insurance Act, shall file with the appropriate regula
tory agency a copy of every report filed with the Commission pursuant 
to this subsection. 

" ( 5) (A) For pur.(?Oses of this subsection the term 'institutional 
investment manager' mcludes any person, other than a natural person, 
investing in or buying and selling securities for its own account, and 
any·person exercismg mvestment discretion with respect to the account 
of any other person. 

" (B) The Commission shall adopt such rules as it deems necessary 
or a.Ppropriate to prevent duplicative reporting pursuant to this sub
sectiOn by two or more institutional investment managers exercising 
investment discretion with respect to the same amount.". 

SEc. 11. Section 15 of the Securities Exchange Act of 1934 (15 . u.s.a. 78o) is amended as follows: 
(1) The title thereof is amended to read: "REGISTRATION AND REGu

LATION OF BROKERS AND DEALERS". 

( 2) Subsections (a) and <b) thereof are amended to read. as follows : 
"(a) (1) It shall be unlawful for any broker or dealer which is either 

a person other than a natural person or a natural person not associated 
with a broker or dealer which is a person other than a natural person 
(other than such a broker or dealer whose business is exclusively intra
state and who does not make use of any facility of a national securities 
exchange) to make use of the mails or any means or instrumentality of 
interstate commerce to effect any transactions in, or to induce or 
attempt to induce the purchase or sale of, any security (other than an 
exem.Pted security or commercial paper, bankers' acceptances, or com
merCial bills) unless such broker or dealer is registered in accordance 
with subsection (b) of this section. 

"(2) The Commission, by rule or order, as it deems consistent with 
the public interest and the protection of inveStors, may conditionally 
or unconditionally exempt from paragraph (1) of this subsection any 
broker or dealer or class of brokers or dealers specified in such rule 
or order. 

"(b) (1) A broker or dealer may be registered by filing with the 
Commission an application for registration in such form and contain
ing such information and documents concerning such broker or dealer 
and any persons associated with such broker or dealer as the Com
mission, by rule, may prescribe as necessary or appropriate in the 

- public interest or for the protection of investors. Within forty-five 
days of the date of the filing of such application (or within such longer 
period as to which the applicant consents), the Commission shall

" (A) by order grant registration, or 
"(B) institute proceedings to determine whether registration 

should be denied. Such proceedings shall include notice of the 
grounds for denial under consideration and opportunity for 
hearing· and shall be concluded within one hundred twenty davs 
of the date of the filing of the application for registration. At the 
conclusion of such proceedings, the Commission, by order, shall 
grant or deny such registration. The Commission may extend 
lthe time for eonclusion of such proceedings for up to ninety days 
if it finds good cause for such extension and publishes its reasons 
for so finding or for such longer period as to which the applicant 
consents. · 

The Commission shall grant such registration if the Commission 
finds that the requirements of this section are satisfied. The Commis-
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sion shall deny such registration if it does not make su~h a finding or 
if it finds that if the applicant were so registered, its registration 
would be subject to suspension or revocation under paragraph ( 4) 
o:f this subsection. . . 

"(2) (A) An application for registration of a broker or dealer to 
be formed or organized may be made by a broker or dealer to which 
the broker or dealer to be formed or organized is"to be the successor. 
Such application, in such form as the Commission, by rule, may pre
scribe, shall contain such information and documents concerning the 
applicant, the successor, and any persons associated with the appli
cant or the successor, as the Commission, by rule, may prescribe as 
necessary or appropriate in the public interest or for the protection 
of investors. The grant or denial of registration to such an applicant 
shall -be in accordance with the procedures set forth in paragraph 
( 1) of this subsection. If the Commission grants such registration, 
the registration shall terminate on the forty-fifth day ,after the effec
tive date thereof, unless prior _thereto the successor shall, in accord
ance with such rules and regulations as the Commission may prescribe, 
adopt the application· for registration as its own. 

"(B) Any J?erson who is a broker or dealer solely by reason of act
ing as a municipal securities dealer or municipal securities broker, 
who so acts through a separately identifiable department or division, 
and who so acted in such a manner on the date of enactment of the 
Securities Acts Amendments of 1975, may, in accordance with such 
terms and C9nditions as the Commission, by rule, prescribes as neces
sary and appropriate in the public interest and for the protection of 
investors, register su~h separately identifiable department or division 
in accordance with this subsection. If any such department or division 
is so re~istered, the department or division and not such person him
self shall be the broker or dealer for purposes of this title. 

" (C) Within six months of the date of .tJle granting ()f registration 
to a broker or dealer, the Commission, or upon the authorization and 
direction of the Commission, a registered securities association or 
national securities exchange of which such broker or dealer is a mem
ber, shall conduct an~inspection of the broker or dealer to determine 
whether it is operating in conformity with the provisions of this title 
and the rules and regulations thereunder: Provided, lwwever, That 
the Commission may delay such inspection of any class of brokers or 
dealers for a period not to exceed six months. 

" ( 3) Any provision of this title (other than section 5 and subsection 
(a) of this· section) which prohibits any act, practice, or course of 
business if the mails or any means or instrumentality of interstate 
commerce is used in connection therewith shall also prohibit any such 
act, practice, or course of business by any registered broker or dealer 
or any person acting on behalf of such a broker or dealer, irrespective 
of any use of the mails or any means or instrumentality of interstate 
commerce in connection therewith. 

-" ( 4) The Commission, by order, shall censure,. place limitations on 
the activities, functions, or operations of, suspend for a period not 
exceeding twelve months, or revoke the registration of any broker or · 
dealer if it finds, on the record after notice 'and opportunity for hear
ing, that such censure, placing of limitations, suspension, or revoca" 
tion is in the public interest and that such broker or dealer, whether 
prior or subsequent to becoming such, or any person associated with 
such broker or dealer, whether prior or subsequent to becoming so 
associated- · 

. "(A) has '!V'illfuJly made or caused ~o be made in any aJ>plica
bon for registration or report reqmred to be filed with the 
Commission under this title, or in any proceeding before the Com-
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mission with respect to registration, any statement which was at 
the time and in ~he light of. the circumstances unde~ which it was 
made false or misleading with respect to any matenal fact, or has 
omitted to state in any such application or report any material 
fact which is required to be stated therein. 

"(B) has been convicted within ten years preceding the filing 
of any application for registration or at any time thereafter of 
any felony or misdemeanor which the Commission fin~ 

"(i) involves the purchase or sale of any security, the 
taking of a false oath, the making of a false report, bribery, 
perjury, burglary, or conspiracy to commit any such offense; 

"(ii) arises out of the conduct of the business of a broker, 
iiealer, municipal securities dealer, investment adviser, bank, 
insurance company, or fiduciary; ' 

"(iii) involves the larceny, theft, robbery, extortion; for
gery, counterfeiting, fraudulent concealment, embezzlement, 
fraudulent conversiOn, or misappropriation of funds, or secu-
rities ;.or · 

"(iv) involves the violation of section 152, 1341, 1342, or 
1343 or chapter 25 or 47 of title 18, United States Code. 

· "' (C) is permanently or temporarily enjoined by order, judg
ment, or decree of any court. of competent jurisdiction from acting 
as an investment adviser, underwriter, broker, dealer, or munici
pal securities dealer, or as an affiliated person or employee of any 
mvestment company, bank, or insurance company, or from engag
ing in or continuing any conduct or practice in connection with 
any such activity, or in connection with the purchase or sale of 
ani!' security. 

'{D) has willfully violated any provision of the Securities Act 
of 1933, the Investment Advisers. Act . .of·l;94();'the Inv~ent 
Company Act of 1940, this title, the rules or regulations under any 
of such statutes, or the rules of the Municipal Securities Rule
making Board, or is unable to comply with any such provision. 

" (E) has willfully aided, abetted, ·oolll).8e}.ed, commanded, 
induced, or procured the Violation by any other perso_n of any 
provision of. the Securities Act of 1933, the Investment Advisers 
Act of 1940, the Investment Company Act of 1940, this title, the 
rules or regulatioJJ.S under any of such statutes, or the rules of 
the Municipal Securities Rulemaking Board, or has. failed reason
ably to supervise, with a 'View to preventing violatioJJ.S of the 
provisions· of such statutes, rule8, and ~ations, another :person 
who commits such a violation, if· such other person is subJect to 
his supervision. For the purposes of this subparagraph (E) no 
person shall be deemed to have failed reasonably to supervise any 
other person, if-

"(i) there have ~n established procedures, and a system 
for applying such· procedures, which would reasonably be 
expected to prevent and detect, insofar . as practicable, any 
such violation by such other person, and 

" ( ii) such person has reasonably discharged the duties 
and obligations incumbent upon him by reason· of such pro
cedures and system without reasonable cause to believe that 
such procedures and system were not being complied with. 

"(F) is subject to an order of the CommissiOn entered pur
suan~. to parap:aph ( 6) of this subsection (b) ba~ or sus
pending the right of such person to be assoCiated '!lth a broker 
or dealer. · · 

· " ( 5) Pending final detennina.tion whether any regJstration under 
this subsection shall be revoked, the Commission, by order, may 
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suspend such registmtion, if such suspension appears to the Com
mission, after notice and opportunity for hearing, to be necessary. or 
appropriate in the public mterest or for the protection of investors. 
Any registered broker or dealer may, upon such terms and condi
tions as the Commission deems necessary or appropriwt:e in the public 
interest or for the protection of investors, withdraw from registra
tion by filing a written notice of withdrawal with the Co~Wllission. 
If the Commission finds that any registered broker or dealer is no 
longer in existence or has ceased to do business as a broker or dealer, 
the Commission, by order, shall cancel the registration of such broker 
ordealer. . 

"(6) The Commission, by order, shall censure or place limitations 
on the activities or functions of any person associated, or seeking to 
become associated, with a broker or dealer, or suspend for a period 
not exceeding twelve months or bar any such person from being 
associated with a broker or dealer, if the Commission finds, on the 
record after notice and opportunity for hearing, that such censure, 
placing of limittttions, suspension, or bar is in the public interest and 
that such person has committed or omitted any act or omission 
enumerated in subparagraph (A), (D), or (E) of paragraph (4)of 
this subsection, has been convicted of any offense specified in sub
paragraph (Br of said paragraph (4) within ten years of the com
mencement of the proceedings under this paragraph, or is enjoined 
from any action, conduct, or practice specified in subparagraph (C) 
of said paragraph (4). It shall be unlawful for any person as to 
whom such an order suspending or barring him from being asso
ciated with a broker or dealer is in effect willfully to become, or to 
be, associated with a broker -or dealer without the consent of the 
Commission, and it shall be unlawful for any broker or dealer to 
permit such a person to become, or remain, a person assoeia.ted with 
him without the consent of the Commission, if such broker or dealer 
knew, or in the exercise of reasonable care should have known, of 
such order. 

"(7) No registered broker or dealer shall effect any transact~on 
in, or induce the purchase or sale of, any security unless such broker 
or dealer meets such standards of operational capability and such 
broker or dealer and all natural persons associated with such broker 
or dealer meet such standards of training, experience, competence, 
and such other qualifications as the Commission finds necessary or 
appropriate in the public interest or for the protection of investors. 
The Commission shall establish such standards by rules. and regula
tions, which may-

"(A) specify that all or any portion of such standards shall 
be applicable to any class of brokers and dealers and persons 
associated with brokers and dealers; 
. · "(B) require JX:rsons in any such class ~o pass ~sts prescribed 
m accordance with such rules and regulatiOns, whiCh tests shall, 
with respect to any class of partners, officers, or supervi,SOry 
employees (which latter term may be defined by the Commission's 
rules and regulations and as so defined shall include branch man
agers of brokerS or dealers) engaged in the management of the 
broker or dealer, include questions relating to bookkeeping, 
accounting, internal control over cash and securities, supervision 
of employees, maintenance of records, and other appropriate mat
ters; and 

"(C) provide that persons in any such class other than brokers 
and dealers and partners, officers, and supervisory employees of 

· brokers or dealers, may be qualified solely on the basis of compli-
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ance with such standards of training and such other qualifications 
as the Commission finds appropriate. 

The Commission, by rule, may prescribe reasonable fees and charges 
to defray its costs in carrying out this paragraph, including, but not 
limited to, fees for any test administered by it or under its direction. 
The Commission ma;r cooperate with registered securities associations 
and national securities exchanges in devising and administering tests 
and may require registered brokers and dealers and persons associated 
with such brokers and dealers to pass tests administered by or on 
behalf of any such association or exchange and to pay such association 
or exchange reasonable fees or charges to defray the costs incurred by · 
such association or exchange in administering such tests. 

"(8) In addition to the fees and charges authorized by paragraph 
(7) of this subsection, each registered broker or dealer not a member 

-of a registered securities association shall pay to the Commission such 
reasonable fees and charges as may be necessary to defray the costs of 
the additional regulatory duties required to be performed by the Com
mission because such broker or dealer effects transactions in securities 
otherwise than on a national securities exchange of which it is a mem
ber and is not a member of a registered securities association. The 
Commission, by rule, shall establish such fees and charges. 

" ( 9) No /broker or dealer swbject to ~aragi"81ph { 8) of this su:bsootion 
shall _effect any t_ransaction in, or. induce th~ 'Purchase or sale of

1 
any 

secunty (otherwise tJhan on a :ntatmnal secunties exchange of wh1ch It 
is a member) in contravention of sudh rules and regul1ations as the 
Oommission may prescribe designed to promote just and equHm;ble 
principles of tmde: to remove impediments to and perfect the mecha
nism of a free ·and open market and •a 11ational market system: <and, 
in geneml, to prdtoot investors and tJhe public interest. 

"(10) For the purposes of determining whether a person is subject 
to a statutory disqualification. under section 6( c).( 2), 15A (g) ( 2) , or 

t7A(b) (4) (B) of this title, the term 'Commission' in paragraph (4) 
(B) of this subsection shall mean 'exchange', 'association', or 'clearing 
agency', respectively.". 

(3). Barographs (1), (2), and (3) of subsection (c) thereof are 
amended to read as follows: · · 

· "(c) (1) No broker or dealer shall make use of the mails or any 
means or instrumentality of interstate commerce to effect any trans
action in, or to induce or 'lllttempt to induce the purohase or sale of, 
any security (other than commerci·al paper, bankers' acceptances, or 
commercilaJ hills) otherwise than on a national securities exchange 
of which it is a member 'by means of ·an.y manipulative, deceptive, or 
other fraudulent device or contriV'ance, and no municipal securities 
dealer shall make use of the mails or ·any means or instrumentality of 
interstate commerce to effect •any transaction in, or to induce or •attempt 
to induce the pul'Chrase or sale of, any municipal security by means of 
any manipulative, deceptive, or other fraudulent device or contrivance. 
The Commission shall, for the purposes of tJhis paragraph, by rules 
and regulations define such devices or oontriVIMlces ·as ·are manipula-
tive, deceptive, or otherwise f~udulent. _ 

" ( 2) · No broker or dealer shall make use of tlhe mails or any mea:ns 
or instrumentality of intel'State commerce to effect any transaction in, 
c,r to in.Puce or attempt to induce the purehase or sale of, •any security 
(o'tlher than •an exempted security or commercial paper, hankers' 
acceptances, or commercial bills) otherwise than on a national secu
rities exchange of which it is a member, in connection with which 
such hroker or dealer engages in ·any fraudulent, deceptive, or manip
u~ative act or pl'lll.ct,ice, or makes any fi<'ti'tious quotation, and no 
municipal securities doo.ler shall make use of the mails or any means 

.. 
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or instrumentality of interstate oommeree to effect any tmnsaction in, 
or to induce or attempt to induce the purchase or sale of, any municipal 
security in connootion with whiCh such municipal securities dealer 
engages in any fraudulent, deceptive, or manipulative act or practice, 
or makes any fictitious quotation. The Commission shall, for the pur
poses of this pai"agraP'h, by rules and regulations define, and prescribe 
means reasonably designed to prevent, such 'acts and practices as are 
fraudulent, deceptive, or manipulative 'and such quotations 'as are 
fictitious. · · . 

"(3) No broker or dealer shall make use of the mails or any means 
or instrumentaHty of interstlate commerce to effect any transaction 
in, or to induce or attempt to induce the purchase or sale of, any secu
rity (other tJhan an exempted security or commercial paper, bankers' 
accepta!J-ces, or conunerci!'l _bills). in contra.vention of such rules and 
regulatiOns '8.S the Conumss10n shall pl"68Cnbe '8.S necessary or appro
priate in the public interest or for the pl"otection of investors to provide 
safeg~ards with respect to the ~ancia~ responsibility ~nd related 
practices of brokers and dealers mcludmg, but not lnmted to, the 
acceptance of custody and use of cusf:.()mers' securities and the carrying 
and use of customers' deposits or credit balances. Such rules and regu
lations shall (A) require the maintenan. ce. of reserves with respect 
to customers' d.eposi~s or ?~it bala.n~, oand (B). n:o; later ~an Sep
tember 1, 1975, establish m1mmum fi.na.n.CI'IIJ. responsiblltty requu~ments 
for all brokers and dealers.". 

( 4) Paragraph ( 5) of subsection (c) thereof is amended to read 
as follows: 

" ( 5) No dealer (other than a specialist registered on a national 
securities exchange) acting in the capacity of market maker or other
wise shall make use of the mails or any means or instrumentality of 
interstate commerce to effect ~y ~Saction tn,.. or to induce or 
attempt to induce the purchase or sale of, any security (other than an 
exempted security or a municipal security) in contravention of such 
specified and appropriate standards with· respect to dealing as the 
Commission, by rule, shall pr~ribe as necessary or appl'()priate in 
the public ·interest and for the protection of investors, to .maintain 
fair and orderly markets, br to remove impediments to and perfect 
the mechanism of a national market system. Under the rules of the 
Commission a dealer in a security may be prohibited from acting 
as a broker in that_security.". · 

( 5) Subsection (c) thereof is. further amended by adding at the 
end thereof the following new paragraph ' 

"(6) No broker or dealer shall make use of the mails or any means 
or instrumentality of interstate commeree to effect any transaction in, 
or to induce or attempt to induce the purchase or sale of, any security 
(other than an exempted security, municipal security, commercial 
paper, bankers' acceptances, or commercial bills) in contravention of 
such rules and regulations as the CommiSsion shall prescribe as neces
sary or appropriate in the public interest a:rid for the protection of 
investors or to perfect or remove impediments to a national system for 
the prompt and accurate clearance and settlement of securities transac
tions, with respect to the time and method of, and the form and format 
of documents used in connection with, m·aking settlements of and pay
ments for transactions in securities, making transfers and deliveries of 
securities, and closing aceounts. Nothing in this paragraph shall be 
construed (A) to affect the authority of the Board of Governors of the 
Federal Reserve System, pursuant to section 7 of this title, to prescribe 
rules and regulations for the purpose of preventing the excessive use of 
credit for the purchase or carrymg of securities, or (B) to authorize 
the Commission to prescribe rules or regulations for such purpose;". 
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( 6) The section is further amended by adding at th~ end thereof 
the following new subsection: · · 

. "(e) The-commission, by rule, as it deems necessary or appropriate 
in _the public interest and for the protection of investors or to assure 
equal regulation, may require any member of a national securities 
exchange not required to register under section 15 of this title and any 
person associated with any such member to comply with any provis!on 
of this title (other than section 15 (a) ) or the rules or regulations there
under which by its terms regulates or prohibits any act, practice, or 
course of business by a 'broker or dealer' or 'registered broker or dealer' 
or a 'person associated with a broker or dealer,' respectively.". 

SEC. 12. Section 15A of the Securities Exchange Act of 1934 ( 15 
U.S.C. 78o-3) is amended as follows: · 

- ( 1) The title thereof is amended to read : "REGISTERED SECURITIES 
ASSOCIATIONS". 

(2) Subsections (a) and (b) thereof are amended to read as 
follows: 

" (a) An association of brokers and dealers may be' registered as a 
national securities association pursuant to subsection (b), or as an affil
iated securities association pursuant to subsection (d), under the terms 
and conditions hereinafter J?rovided' in this section and in accordance 
with ~e .provisions !lf ~tiOn 19(~) of. thi~ title, by filing with the 
CommiSSion ali application for registration rn such fonn as the Com
mission, by rule, may prescribe containing the rules of the assoCiation 
and such other information and documents as the Commission, by rule, 
may prescribe as necessary or appropriate in the public interest or fo~ 
the :P-rotection of investors. 

" (b) An association of brokers and dealers shall not be registered 
as a national securities association unless the Commission determines 
that--

"(1) By reason of the number and geographical distribution 
of its members and the scope of their transactions, such association 
will be able to carry out the purposes of this sectioR. 

"(2) Such association is so organized and has the capacity to 
be able to carry out the purposes of this title and to comply, and 
(subject to any rule or order o! ~e Commission pursua~t to sec- · 
tion 17(d) or 19(g)(2) of this title) to enforoecomphanceby 
its members and persons associated with its members, with the 
provisions of this title, the rules and regulations thereunder, the 
rules of the Municipal Securities Rulemaking Board, and the 
rules of the association. 

"(3) Subject to the provisions of subsection (g) of this section, 
the ,rules of the association provide that any registered broker or 
dealer may become a member of such assoCiation and any person 
may become associated with a member theroof. · , 

" ( 4) The rules of the association assure a fair representation 
of its members-in the selection of its directors and administration 
of its affairs and provide that one or more directors shall be repre
sentative of issuers and investors and not be associated with a / 
member of the assooiation, broker, or dealer. 

" ( 5) The rules of the association provide for the · equitable 
allocation of reasonable dues, fees, and other charges among mem
bers and issuers and other persons using any facility or system 
which the association operates or controls. 

"(6) The rules of the association are designed to prevent fraud
ulent and manipulative acts and practices, to promote just and 
equitable principles of trade, to foster cooperation and coordina
tion with persons engaged in regulating, clearing, settling, proc
essing infonnation with respect to, and facilitatllig transactions 
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in securities, to- remove impediments to and perfect the mecha
nism of a free and open market and a. national market system, 
and, in general, to protect investors and the public interest; and 
are not designed to permit unfair discrimination between cus
tomers, issuers, brokers, or dealers, to fix minimum profits, to 
impose any schedule or fix rates of commissions, allowances, .dis
counts, or other fees to be charged by its members, or to regulate 
by virtue of any authority conferred by this title matters not 
related to the purposes of this title. or the administration of the 
association. 

"(7) The rules of the association provide that (subject to any 
rule or order of the Commission pursuant to section 17(d) or 
~9(g) (2) of this title) its ~embers. a~d _persons a~oci_ated with 
its members shall be appropnately disciplmed for v10lat10n of any 
provision of this title, the rules or regulations thereunder, the 
rules of the Municipal Securities Rulemaking Board, or the rules 
of the association, by expulsion, suspension, limitation of activi~ 
ties, functions, and operations, fine, censure, being suspended or 
barred from being associated with a member, or ~~ony other fitting 
sanction. 

" ( 8) The rules of the association are in accordance with the 
provisions of subsection (h) of this section, and, in general, _pr~ 
vide a fair procedure for the disciplining of members and persons 
associated with members, the· denial of membership to any1 per
son seeking me~bership therein, the barring of any person from 
becom,ing associated with a member thereof, and the prohibition 
or liniitation by the association of any person with respect to 
access to services offered by the association or a member thereof. 
· "(9) The rules of the association do not impose any burden 

on competition not necessary or appropriate in furtherance of the 
pur:poses of thls title. .· _ . 

" ( 10) The requirements of subsection (c), insofar as these may 
be applicable, are satisfied. .-

" ( 11) The rules of the association include provisions governing 
the form and content of quotations relating to securities sold 
othe:rWise .than on .a nation~~ol.~urities ·exchli,nge which 'may. be 
distributed or published by any member or person associated with 
a member, and the persons to whom such quotations may be sup
plied. Such rules relating to quotations shall be designed to pro
duce fair and informative quotations, to prevent fictitious or 
misleading quotations, and to promote orderly procedures for 
collecting, distributing, and publishing quotations.". 

( 3) The -section is amended by striking out subsections (e), (f), 
(g), (h), (j), (k), (1), and (n) thereof, redesignating subsections 
(1) and (m) thereof as subsections (e) and (f), respectively, and 
amending redesignated subsection (e) to read as follows: 

"(e) (1) The 'rul~ of a registered securities association may provide 
that no member thereof shall deal with any nonmember professional 
(as defined in paragraph (2) of this subsection} except at the same 
prices, for the same commissions or fees, and on the same terms and 
conditions as are by such member accorded to the general public. 

"(2) For the .Purposes of this subsection, the term 'nonmember pro-
.. fe8si(mal' shall mclude (A) with respect to transactions in secunties 

other than municipal securities, any registered broker or dealer who is 
not a member of any registered securities association, except. such a 
broker or dealer who deals exclusively in commercial paper, bankers' 
acceptances, and commercial bills, and (B) with ~respect to trans
actions in municipal securities, any munic1pal securities dealer (other 
than a bank or division or department of a bank) who is not a member 
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of any registered securities association and any municipal securities 
broker who is not a member of any such association. . 

"(3) Nothing in this subsection shall. be so const~u~ or arpl~ed 
as to prevent (A) any member of a registered securities assoCiatiOn 
from granting to anY: other member of any regis~ered secm·~ties asso
ciation any dealer's discount, allowance, commiSSion, or special terms, 
in connection with the purchase or sale of securities, or (B) any mem
ber of a registered securities association or any municipal securities 
dealer which is a bank or a division or department of a bank from 
granting to any member of any registered securities association or any 
such municipal securities dealer any dealer's discount, allowance, com
mission, or special terms in connection with the purchase or sale of 
municipal securities: Provided, lwwever, That the granting of any 
such discount, allowance, commission, or special terms in connection 
with the purchase or sale 6f"municipal securities shall be subject to 
rules of the Municipal Securities Rulemaking Board adopted pursuant 
to section 15B(b) (2) (K) of.this title.". , 

( 4) The section is further amended by adding at the end thereof the 
following new subsections : . 

"(g) (1) A registered securities association shall deny membership 
to any person who is not a registered broker or dealer. 

"(2) A registered securities association may, and in cases in which 
the Commission, by order, dfrects as necessary or appropriate in the 
public interest or for the protection of investors shall, deny member
ship to any registered broker or dealer, and bar from becoming asso
ciated with a member any person, who is subject to a statutory 
disqualification. A registered securities association shall file notice 
with the Commission not less than thirty days prior to admitting any. 
registered broker or dealer to membership or permitting any person 
to become associated with a member; if the association knew, or in the 
exercise of reasonable care should have known, that such broker or 
dealer or person was subject to a statutory disqualification. The notice 
shall be in such form and contain such information as the Commission, 
by rule, may prescribe as necessary or appropriate in the public inter
est or~for the protection of investors. 

" ( 3) (A) A registered securities association may deny membership 
to, or condition the membership of, a registered broker or dealer if 
( i) such broker or dealer does not meet such standards of financial 
responsibility or operational capability or such broker or dealer 
or any natural person associated with such broker or dealer does not 
meet' such standards of training, experience, and competence as are 
prescribed by the rules of the association or ( ii) such broker or dealer 
or person associated with such broker or dealer has engaged and there 
is a reasonable likelihood he will again engage in acts or practices 
inconsistent with just and equitable principles of trade. A registered 
securities association may examine and verify the qualifications of 
an applicant to become a member and the natural persons associated 
with such an applicant in accordance with procedures established by 
the rules of the association. 

" (B) A registered securities association may bar a natural person 
from becoming associated with a member or condition the association 
of a natural person with a member if such natural person ( i) does not 
meet such standards of training, experience, and competence as are pre
scribed by the rules of the association or (ii) has engaged and there 
is a reasonable likelihood he will again engage in acts or practices 
inconsistent with just and equitable principles of trade. Aregistered 
securities association may examine and verify the qualifications of an 
applicant to become a person associated with a member in accordance 
with procedures established by the rules of the association and require 



-

8.239-34 

a natural person associated with a member, or any class of such nat
ural persons, to be registered with the association in accordance with 
procedures so established. 

"(C)' A registered securities association may bror any person from 
becoming associated with a member if such person does not agree 
( i) to supply the association with such information with respect to 
its relationship and dealings with the member as may be specified in 
the rules of the association and ( ii) to permit examination of its books 
and records to verify the accuracy of any information so supplied. 

"(4) A registered securities association may deny membership to a 
registered broker or dealer not engaged in a type of business in which 
the rules of the assodation require members to be engaged : Provided, 
h()(IJ)ever, That no registered securities association may deny member
ship to a registered broker or dealer by reason of the amount of such 

' type of business done; by such broker or dealer or the other types of 
business in which he i~ engaged. 

"(h) ( 1) In any .proceeding by a registered securities association to 
determine whether a member or person associated with a member 
should be disciplined (other than a summary proceeding pursuant to 
paragraph (3) of this subsection) the association shall bring specific 
charges, notify such member or person' of, and give him an opportunity 
to defend against, such charges, and keep a record. A determination by 
the association to impose a disciplinary sanction shall be supported 
by a statement setting forth- · 

"(A) any act or practice in which such member or person asso
ciated with a member has been found to have engaged, or which 
such member or person has been found to have omitted; 

" (B) the specific provision of this title, the rules or regulations 
thereunder, the rules of the Municipal Securities Rulemaking 
Board, or the rules of the association which any such act or prac
tice, or omission to act, is deemed to violate; and 

" (C) the sanction imposed and the reason therefor. 
" ( 2) In any proceeding by a registered securities association to 

determine whether a person shall be denied membership, barred from 
becoming associated with a member, or prohibited or limited with 
respect to access to services offered by the association or a member 
thereof (other than a summary proceeding pursuant to paragraph 
(3) of this subsection), the association shall notify such person of 
and give him an opportunity to be heard upon, the specific grounds 
for denial, bar, or prohibition or limitation under consideratiOn and 
keep a record. A determination by the association to deny membership, 
bar a person from becoming associated with a member, or prohibit or 
limit a person with respect to access to services offered by the associa
tion or a member thereof shall be supported by a statement setting 
forth the specific grounds on which the denial, bar, or prohibition or 
limitation is based. 

" ( 3) A registered securities association may summarily (A) sus
pend a member or person associated with a member who has been 
and is expelled or suspended from any self-regulatory organization 
or barred or suspended from being associated with a member of any 
self-regulatory organization, (B) suspend a member who is in such 
financial or operating difficulty that the association determines and 
so notifies the Commission that the member cannot be permitted to 
continue to do business as a member with safety to investors, cred
itors, other members, or the association, or (C) limit or prohibit any 
person with respect to access to services offered by the association if 
subparagraph (A) or (B) of this paragraph is applicable to such 
person or, in the case of a person who is not a member, if the associa-
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tion determines that such person does not meet -the qualification 
·requirements or other prerequisites for such access and such person 
cannot be permitted to contmue to have such access with safety to 
investors, creditors, members, or the association. Any person aggrieved 

· by any such summary action shall be promptly afforded an oppor
tunity for a hearing by· the association in accordance with the pro
visions of paragraph ( 1) or ( 2) of this subsection. The Commission, 
by order, may stay any such summary action on its own motion or 
upon application by an;y person aggneved thereby, if the Commis
sion determines summarily or after notice and opportunity for hearing 
(which hearing may consist solely of the submission of affidavits or 
presentation of oral arguments) that such stay is consistent with the 
public interest and the protection of investors.". 

SEC. 13. The Securities Exchange Act of 1934 is amended by insert
ing after section 15A (15 U.S.C. 78o-3) the following new section: 

"MUNICIPAL SECU)UTIES 

"SEc. 15B. (a) (1) It shall be unlawful for any municipal securities 
dealer (other than one registered as a broker or dealer under section 
15 ofthis title)_to make use of the mails or any means or instrumen
tality of interstate commerce to effect any transaction in, or to induce 
or attempt to induce the purchase or sale of, any municipal security 
unless such municipal securities dealer is registered in accordance with 
this subsection. 

"(2) A municipal securities dealer may be registered by filing with 
the Commission an application for registration in such form and 
containing such information and documents concerning such mmiici
pal securities dealer and any persons associated with such municipal 
securities dealer as the Commission, by rule, may prescribe as neces
sary or ·appropriate in the public interest . or for the protection of 
investors. Within forty-five days of the date of the filing of such appli
cation (or within such longer period as to which the applicant con
sents), the Commission shall--,- . 

" (A) by order grant registration, or . 
"(B) institute proceedings to determine whether registration 

should be denied. Such proceedings shall include notice- of the 
.grounds for denial under consideration and opportunity for 
hearing and shall be concluded within one hundred twenty days 
of the date of the filing of the application for regis~ation. At 
the conclusion of such proceedings the Commission, by order, 
shall grant or deny such registration. The Commission may extend 
the time for the conclusion of such proceedings for up to ninety 
days if it finds good cause for such extension and publishes its 
reasons for so finding or for such longer period as to which the 
applicant consents. . 

The Commission shall grant the registration of a municipal securities 
dealer if the Commission finds that the requirements of this section 
are satisfied. The Commission shall deny such registration if it does 
not make such a finding or if it finds that i;f the applicant were so 
registered, its registration would •be subject to suspension or revoca
tion under subsection (c) of this section. 

" ( 3) Any .provision of this title (other than section 5 or paragraph 
(1) of thjs subsection) which prohibits ·any act, practice, or course 
of business if the mails or any means or instrumentality of interstate 
commerce is used in connection therewith shall also prohibit any 
such act, practice, or course of business by any registered municipal 
securities dealer or any person acting on behalf of such municipal 
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securities dealer, irrespective of any use o:f the mails or any means or 
instrumentality of interstate commerce in connection therewith. 

"(4) The Commission, by rule or order, upon its own motion or 
upon application, may conditionally or unconditionally exempt any 
broker, dealer, or municipal securities dealer or class of brokers, deal
ers, or municipal securities dealers from any provision of this section 
or the rules or regulations thereunder, if the Commission finds that 
such exemption is consistent with the public interest, the protection 
of investors, and the purposes of this section. 

"(b) (1) Not later than one hundred twenty days after the date 
of enactment of the Securities Acts Amendments of 1975, the Com
mission shall establish a Municipal Securities Rulemaking Board 
(hereinafter in this section referred to as the 'Board'), to be composed 
initially of fifteen members appointed by the Commission, which 
shall perform the duties set forth in this section. The initial mem
bers of the Board shall serve as members for a term of two years, and 
shall consist of (A) five individuals who are not associated with any 
broker, dealer, or municipal securities dealer, at least one of whom 
shall be representative of investors in municipal securities, and . at 
least one of whom shall be representative of iSsuers of municipal 
securities ( whiGh members are hereinafter referred to as 'public rep
resentatives'); (B) five individuals who are associated with and rep
resentative of municipal securities brokers and municipal securities 
dealers which are not banks or subsidiaries or departments or divi
sions of banks (which members are hereinafter referred to as 'broker
dealer representatives'); and (C) five individuals who are associated 
with and representative of municipal securities dealers which are 
banks or subsidiaries or departments or divisions of banks (which 
members are hereinafter referred to as 'bank representatives'). Prior 

. to the expiration of the terms of office of the initial members of the 
Board, an election shall be held under rules adopted by the Board 
(pursuant to subsection (b) (2) (B) of this section) of the members 
to succeed such initial members. 

" ( 2) The Board shall propose and adopt rules to effect the purposes 
of this title with respect to transactions in municipal securities effected 
by brokers, dealers, and municipal securities dealers. (Such rules are 
hereinafter collectively referred to in this title as 'rules of the B~ard'.) 
The rules of the BQard, as a minimum, shall : 

"(A) provide that no municipal securities broker or municipal 
securities dealer shall effect any transaction in, or induce or 
attempt to induce the purchase or sale of, any municipal security 
unless such municipal securities broker or municipal securities 
dealer meets such standards of operational capability and such 
municipal securities broker or municipal securities dealer arid 
every natural person associated with such municipal securities 
broker or municipal securities dealer meet such standards of 
training, experience, competence, and such other qualifications as 
the Board finds necessary or appropriate in the public interest 
or for the protection of investors.· In connection with the definition 
and application of such standards the Board may-

" ( i) appropriately classify municipal securities brokers 
and municipal securities dealers (taking into account relevant 
matters, including types of business done, nature of securities 
other than municipal securities sold, and character of busi
ness organization), . and persons associated with municipal 
securities brokers and municipal securities dealers; 

" ( ii) specify that all or any portion of such standards shall 
be applicable to any such class; 

\ 
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" (iii) require persons _in any sue~ class to pass te~ts ad~in~ 
istered in accordance with subsection (c) (7) of this section; 
and 
· "(iv) provide that persons in any such class other than 
municipal securities brokers and municipal securities dealers 
and partners; officers, and supervisory employees of municipal 
securities brokers or municipal securities dealers, may be 
qualified solely on the basis of compliance with such stand
ards of training and such other qualifications as the Board 
finds appropriate. · 

"(B) establish fair procedures for the nominllltion and election 
of members of the Board and assure fair representation in such 
nominations and elections of municipal securities brokers and 
·municipal securities dealers. Such rules shall provide that the 
membership of the Board shall lllt all times be equally divided 
among public re:presentatives, broker-dealer representatives, and 
bank representatives, and that the public representatives shall be 
subject to approval by the Commission to assure that no one of 
them is associlllted with any broker, dealer, or municipal securities 
dealer and that at least one is representative of investors in 
municipal securities and at least one is representative of issuers of 
municipal securities. Such rules shall also specify the term mem
bers shall serve and may increase the number of members which 
shall constitute the whole Board provided that such number is 
an odd number. 

" (C) be designed to prevent fraudulent and manipulative acts 
and prMtices, to p'romote just and equitable principles of trade, 
to foster cooperation and coordination with persons engaged in 
regulating, clearing, settling, processing information with respect 
to, and facilitating transactiOns in mumcipal securities, to remove 
impediments to and perfect the mechamsm of a free and open 
market in municipal securities, and, in general, to protect investors 
and the public interest; and not be designed to permit unfair dis
crimination between customers, issuers, municipal securities 
brokers, or municipal securities dealers, to fix minimum profits, 
to impOSe any schedule or fix rates of commissions, allowances, 
discounts, or other fees to be charged by municipal securities 
brokers or municipal security dealers, to regulate by virtue of any 
authority conferred by this title m~~Jtters not related to the pur
poses of this title or the securities or the administration of the 
Board, or to impose any burden or competition not necessary or 
appropriate in furtherance of the purposes of this title. 

"(D) if the Board deems appropri·ate, provide for the arbitra
tion of claims, disputes, and controversies relating to transactions 
in municipal securities: Provided, however, That no person other 
than a muriicipal securities broker, municipal securities dealer, or 
person associated with such a municipal securities broker or 
municipal securities dealer may be compelled to submit to such 
arbitration except at his instance and in accordance with section 
29 of this title. 

"(E) provide for the periodic examination in accordance with 
subsection (c) (7) of this section of municipal securities brokers 
and muriicipal securities dealers to determine compliance with 
applicable provisions of this title, the rules and regulations there
under, and the rules of the Board. Such rules shall specify the 
minimum scope and frequency of such examinations and shall be 
designed to avoid unnecessary r(\,oulatory duplication or undue 
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regulatory burdens for any such municipal securities broker or 
municipal securities d'ealer. 

"(F) include provisions governing the form and content of 
quotations relating to municipal securities which may be distrib
uted or published by any municipal securities broker, municipal 
securities dealer, or person associated with such a municipal 
securities broker or municipal securities dealer, and the persons 
to whom such quotations may be supplied. Such rules relating to 
quotations shall be designed to produce fair and informative 
quotations, to prevent fictitious or misleading quotations, and to 
promote orderly procedures for collecting, distributing, and pub-
lishing quotations. .· . 
· "(G) prescribe records to be made and kept by municipal 
securities brokers and municipal securities dealers and the periods 
for which such records shall be preserved. 

"(H) define the term 'separately identifiable department or 
division', as that term is used in section 3(a) (30) .of this title, in 
accordance with specified and appropriate standards to assure 
that a bank is not deemed to be engaged in the business of buying 
and selling municipal securiti~ through a separately identifiable 
department or division unless sueh department or division is or~
n.ized and administered so as to permit independent examination 
and enforcement of applicable provisions of this title, the rules 
and regulations thereunder, and the rules of the Board. A sepa
rately identifiable department or division of a bank may be 
engaged in activities other than those relating to municipal 
securities. 

"(I) provide for the operation and administration of the Board, 
including the selectionof a Chainilan from a.mong the members 
of the Board, the compensation ofthe members of the Board, and 
the appointment and compensation of such employees, attorneys, 
and consultants as may be necessary or appropriate to carry out 
the Board's functions under this section. 

" ( J} provide that each municipal securities broker and each 
municipal securities dealer Shall pay to the Board such reasonable 
fees and charges as rna; be n~ry or. ai?p;opr~iate to defray 
the costs and expenses o . operatiilg and admmistermg the Board. 
Such rules shall specify the amount of such fees and charges. 

"(K) establish the terms and conditions under which any 
municipal securities dealer may sell, or prohibit any municipal 
securities dealer from selling, any part of a new issue of municipal 
securities to a municipal securities investment portfolio durmg 
the underwriting period. . 

" ( 3) Nothing in this section shall be construed to impair or limit the 
power of the Commission under this title. 

"(c) (1) No broker, dealer, or municipal securities dealer shall make 
use of the mails or any means or instrumentality of interstate com
merce to effect any transaction in, or- to induee or attempt to induce 
the purchase or sale of, any municipal security in contravention of any 
rule of the Board. 

"(2) The Commission, by order, shall censure, place limitations 
on the activities, functions, or operations, suspend for a period not 
exceeding twelve months, or revoke the registration of any munici:J?al 
sec~rities dealer, if it finds, on the reoord after notice and opportunity 
for hearing, that such censure, placing of limitations, denial, sus
pension, or revocation, is in the public interest and that such munici
pal securities dealer has committed or omitted any act or omission 
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enumerated in subparagraph (A), (D), or (E) of paragrapih (4) of 
section 15 (lb) of this title, has been oonvicted of any offense specified 
in subparagraph (B) of such paragraph (4) within ten years of the 
commencement of the proceedings under this parag11aph, or is 
enjoined from any action, conduct, or practice specified in subpara-
graph (C) of such paragraph (4). · 

" ( 3) Pending final determination whether any registration under 
this seotion shall !be revoked, the Commission, by Qrder, may suspend 
suoh registration, if suoh suspension a:ppe_ars to the Commission, after 
notice and opportunity for hearing, to he necessary or appropriate in 
the :public interes't or for the protection of inveStors. Any regiStered 
mumoipal securities dealer may, upon such terms and conditions as 
the Commission may deem necessary in the pulblic interest or for the 
protection of investors, withdraw from registration iby filing a written 
notice of withdrawal with the Commission. If the Commission finds 
that any registered municipal securities dealer is no longer in exist
ence or has ceased to do business as ·a municipal securities dealer, the 
Commission, by order, shall cancel the registration of such municipal 
securities dealer. ·-

"(4) The Commission, by order, shall censure any person associ
ated, or seeking to become associated with, a municipal securities dealer 
or suspend for a ,period not exceeding twelve months or bar any such 
person from being associated with a municipal securities dealer, if the 
CommisSion finds, on the recoro after. notice and opportunity for 
hearing, that such censure, suspension, or !bar is in the public interest 
and that such person has committed or omitted any act or omission 
enumerated in subparagraph (A), (D), or (E) of paragraph (4) of 
section 15('b) of this 'title, has heen oonvicted of any offense specified 
in subparagraph (B) of such paragraph (4) within ten years of 
the commencement of the proceedings under this :paragraph, or is 
enjoined from any action, conduct, or practice specified in subpara
graph (C) of such paragraph ( 4). It shall be unlawful for any person 
as to whom an order entered pursuant to this pamgraph or paragraph 
( 5) · of this subsection suspending or barring him from being asso
ciated with a municipal securities dealer is in effect willfully to oecome, 
or to be, associated with a municipal securities dealer without the 
consent of the Commission, and it shall be unlawful for any munici
pal securities dealer to permit such a person to become, or remain, a 
person associated with him without the consent of the Commission, 
if such municipal securities dealer knew, or, in the exercise of reason
able care should have known, of such order. 
, "(5) With respect to.any municipal securities dealer for whichthe 

Commission is not the a;ppropriate regulatory agency, the appropriate 
regulatory agency for such municipal securities dealer may sanction 
any such municipal securities dealer in the manner and for the reasons 
specified in paragraph (2) of this subsection and any person associ
ated with such municipal securities dealer in the manner and for the 
reasons specified in paragraph ( 4) of this subsection. In addition, 
such appropri-ate regulatory agency may, in accordance with section 8 
of the Federal Deposit Insurance Act (12 U.S.C. 1818), enforce com
pliance by such municipal securities dealer or any ~rson associated 
with such municipal securities dealer with the provisions of this sec
tion, section 17 of this title, the rules of the Board, and the rules of the 
Commission pertaining to municipal securities dealers, persons 1asso
ciated with municipal securities dealers, ·and transactions in municipal 
securities. For. :purposes of th~ preceding sente1_1ce, any v~olation of 
any suoh proVIsiOn shall constitute adequate basis for the Issuance of 
any order under section 8 (b) or 8 (c) of the Federal Deposit Insurance 

/ 
/ 
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Actt and the customers of any such municipal securities dealer shall 
be deemed to be 'depositors' as that term is used in section 8 (c) of 
that Act. Nothing in this paragraph shall be construed to affect in any 
way the powers of such appropriate regulatory agency to :proceed 
against such municipal securities dealer under any other proVISion of 

)a~(6) (A) The Commission, prior to the entry of an order of investi
gation, or commencement of any proceedings, against any municipal 
securities dealer, or person associated with any municipal securities 
dealer, for which the Commission is not the appropriate regulatory 
agency, for violation of any provision of this section, section 15 (c) ( 1) 
or 15 (c) ( 2) of this title, any rule or regulf!,tion under any such section, 
or any rule of the board, shall ( i) · give notice to the afpropriate regu
latory agency for such municipal securities <le!:!-ler o the identity of 
such municipal securities dealer or person associated with such munici
pal securities ooaler and the nature of and basis for such proposed 
action and (ii) consult with such appropriate regulatory agency con
cerning the effect of such proposed action on sound banking :practices 
and the feasibility and desirability of coordinating such actiOn with 
any proceeding or proposed proceeding by such appropriate regulatory 
agency against such municipal securities dealer or associated person. 

(B) The appropriate regulatory agency for a municipal secupties 
dealer (if other than the Commission}, prior to the entry of an order 
of investigation, or commencement of any proceedings, against such 
municipal securiti~ dealer or person associated with such municipal 
securities dealer, for violation of any provision of this section, the 
rules of the Board, or the rules or regulations of the Commission per
taining to municipal securities dealers, persons associated with munici
pal securities dealers, or transactions in municipal securities shall 
(i) give notice to the Commission of the identity of such municipal 
securities dealer or person associated with such municipal securities 
dealer and the nature of and basis for such proposed action and ( ii) 
consult with the Commission concerning the effect of such proposed 
action on the protection of investors and the feasibility and desirabil
ity of coordinating such action with any proceeding or propo~d pro
ceedi~g by the Commission against such lllunicipal securities dealer or 
associated person. · · ..., 

· (C) Nothing in this paragraph shall be construed to impair or limit 
(other than by the requirement of prior consultation) the power of 
the Commission or the appropriate regulatory agency for a municipal 
securities dealer to initiate any action of a class described in this 
paragraph or to affect in any way the power of the Commission or 
such appropriate regulatory agency to initiate any other action pur- . 
suant to this title or any other provision of law. 

"(7) (A) Tests required pursuant to subsection (.b) (2) (A) (iii) of 
this section shall be administered. b_:r or on behalf of and periodic 
examinations pursuant to subsection'( b) ( 2) (E) of this section shall be 
conducted by- . 

,"(i) a registered securities a.ss0ciation1 in ·the ease of municipal 
securities brokers and municipal securities dealers who are mem-
bers of such association; and _ 

" ( ii) the appropriate regulatory agency for , a'ny municipal 
securities broker or municipal securities dealer, in the case of all 
other municipal securities brokers and municipal securities 
dealers. 

"(B) A registered securities association shall make a report of any 
examination conducted pursuant to subsection (b)( 2) (E) of this 
section and promptly furnish the Commission a copy thereof and any 
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data supplied to it in connection with such examination. Subject to 
such limitations as the Commission, by rule, determines to be necessary 
or appropriate in the public interest or for the protection of investors, 
the Commission shall, on request, make available to the Board a copy 
of any report of an examination of a municipal securities broker or 
municipal securities dealer made by or furnished to the Commission 
pursuant to this parawaph or section 17(c) (3) of this title. · 

"(8) The CommissiOn is authorized, by order, if in its opinion such 
action is necessary or appropriate in· the public interest, for the pro
tection of investors, or otherwise, in furtheranc~ of the purposes of this 
title, to remove from office or censure any member or employee of the 
Board, who, the Commission finds, on the record after notice and 
opportunity for hearing, has willfully (A) violated any provision of 
this. title, the rules and regulations thereunder, or the rules of the 
Board or (B) abused his authority. 

" (d) ( 1) Neither the Commission nor the Board is authorized under 
this title, by rule or regulation, to require any issuer of municipal 
securities, direc_tly or indirectly through a purchaser or prospective 
purchaser of securities from the issuer, to file with the Commission or 
the Board prior to the sale of such securities by the iS:Suer any appli
cation, report, _or dooument in connection with the issuance, sale, or 
distribution of such securities. 

"(2) The Board is not authorized under this title to require any 
issuer of municipal securities, directly or indirectly through a munici
pal securities broker or municipal securities dealer or otherwise, to 
furnish to the Board or to a purchaser or a prospective purchaser of 
such securities any application, report, document, or information with 
respect to such issuer: Provided, however, That the Board may require 
municipal securities brokers and municipal securities dealers to fur
nish to the Board or purchasers or prospective purchasers of municipal 
securities applications, reports, documents, and information w1th 
respect to the issuer thereof which is generally available from a source 
other than such issuer. Nothing in this paragraph shall be construed 
to impair or limit the power of the Commission under any provision 
of this title." 

SEc. 14. Section 17 of the Securities Exchange Act of 1934 ( 15 
U.S.C. 78q) is amended by striking subsection (a), redesignating 
subsection (b) as subsection (g), and inserting the following as sub
sections (a), (b), (c); (d), (e), and (f): 

" (a) ( 1) Every national securities exchange, member thereof, broker 
or dealer who transacts a business in securities throu~h the medium 
of any such member, registered securities associatiOn, registered 
broker or dealer, registered municipal securities dealer, registered 
securities inforiQation processor, registered transfer agent, and regis
tered clearing agency and the Municipal Securities Rulemaking Board 
shall make and keep for prescribed periods such records, furnish such 
copies thereof, and make and disseminate such reports as the O>m
nnssion, by rule~ prescribes as necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in furtherance 
of the purposes of this title. 

"(2) Every registered clearing agency shall also make and keep 
for prescribed periods such records, furnish such copies thereof, and 
make and disseminate such reports, as the appropriate regulatory 
agency for such clearing agency, by rule, prescribes as necessary or 
appropriate for the safeguarding of securities and funds in the cus
tody or control of such clearing agency or for which it is responsible. 

" ( 3) Every registered transfer agent shall also make and keep for 
prescribed periods such records, furnish such copies thereof, and make 
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such reports as the a:e:propriate regulatory agency for such transfer 
agent, by rule, prescn!>es as ne~ry. or appropriate in furtherance 
of the purposes of sectiOn 17 A of this title. 
- "(b) All records of persons described in subsection (a) of this sec

tion are subject at any time, or from time to time, to such reasonable 
periodic, special, or other examinations by representatives of the Com

. mission and the appropriate regulatory agency for such persons as 
the Commission or the appropriate regulatory agency for such persons 
deems necessary or appropriate in the public interest, for the protec
tion of investors, or otherwise in furtherance of the purposes of this 
title: Prooided, however, That the Commission shall, prior to con
ducting any such examination of a registered clearing agency, reg
istered transfer agent, or registered municipal securities dealer for 
which it is not the appropriate regulatory agency, give notice to the 
appropriate regulatory agency for such clearing agency, transfer 
agent, or municipal securities dealer of such proposed examination 
and consult with such appropriate regulatory agency concerning 
the feasibility and desirability of coordinating such examination with 
examinations conducted by such appropriate regulatory agency with 
a view to avoiding unnecessary regulatory duplication or tmdue regu- -~ 
latory burdens for such clearing agency, transfer agent, or municipal 
securities dealer. Nothing in the proviso to the preceding sentence 
shall be constrried to impair or limit (other than by the requirement 
of prior consultation) the power of the Commission under this sub
section to examine any clearing agency, transfer agent, or municipal 
securities dealer or to affect in any way the power of the Commission 
under any other provision of this title or otherwise to inspect, examine, 
or investigate any such clearing agency, transfer agent, or municipal 
securities dealer. 

"(c) (1) Every clearing agency, transfer agent, and municipal secu
rities dealer for which the Commission is not the appropriate regula
tory agency shall (A) file with the appropriate regulatory agency for 
such clearing agency, transfer agent, or municipal securities dealera 
copy of any application, notice, proposal, report, or document filed 
with the Commission by reason of its being a clearing agency, transfer 
agent, or municipal securities dealer and (B) file with the C<>mmission 
a. copy of any application, notice; proposal, report~ or document filed 
with such ·appropriate regulatory agency by _reason of its being a 
dearing agency, transfer agent, or municipal securities dealer. The 
Municipal Securities Rulemaking Board shall file with each agency 
enumerated in section 3(a) (34) (A) of this title copies of every pro
posed rule change filed with the Commission pursuant to section 19 (b) 
of this title. 
- "(2) The appropriate regulatory agency for a clearing agency, 
transfer agent, or municipal _securities dealer for which the Commis
sion is not the appropriate regulatory agency shall file with the Com
mission notice of the commencement of any proceeding and a copy of 
any order entered by such appropriate regulatory agency against such 
clearing agency, transfer agent, or municipal securities dealer, and 
the Commission shall file with such appropriate regulatory agency 
notice of the commencement of any proceeding and a copy of any 
order entered by the ·Commission against such clearing agency, trans
fer agent, or municipal securities dealer. 

"(3) The Commission and the appropriate regulatory agency for a 
clearing agency, transfer ageJ!t, or municipal securities dealer for 
which the Commission is not the appropriate regulatory agency shall 
each notify the other and make a report of any examination conducted 
by it of such clearing agency, transfer agent, or municipal securities 

/ 
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dealer, and, upon request, furnish to the other a copy of such report 
and any data supplied to it in connection with such examination. 

" (d) ( 1) The Commission, by rule or order, as it deems necessary 
or appropriate in the public interest and for the protection of inves
tors, to foster cooperation and coordination among self-regulatory 
organizations, or to remove impediments to and foster the develop
ment of a national market system and national system for the clear
ance and settlement of securities transactions, may-

"(A) with respect to any person who is a member of or partici
pant in more than one self-regulatory organization, relieve any 
such self-regulatory organization of any responsibility under this 
title ( i) to receive rel!Ulatory reports from such person1 ( ii) to 
examine such person for compliance, or to enforce compliance by 
such person, with specified provisions of this title, the rules and 
regulations thereunder., and its own rules, or (iii) to carry out 
other specified regulatory functions with respect to such person, 
and 

"(B) allocate among self-regulatory organizations the author
ity to adopt rules with respect to matters as to which, in the 
absence of such allocation, such self-regulatory organizations 
share authority under this title. -

In making any sucp_ rule. or entering any such or:~e~, the Commission 
shall take mto consideratiOn the regulatory capabilities and procedures 
of the self-regulatory organizations, availability of staff, convenience 
of location, unnecessary regulatory duplication, and such other factors 
as the Commission may consider germane to the protection of investors, 
cooperation and coordination among self-regulatory organizations, 
and the development of a national market system and a national 
system for the clearance and settlement of securities transactions. 
The Commission, by rule or order, as it deems necessary or appropriate 
in the public interest and for the protection of investors, may require 
any self-regulatory organization relieved of any responsibility pursu
ant to this paragraph, and any person with respect to whom such 
responsibility relates, to take such steps as are specified in any such 
rule or order to notify customers of, and persons doing business with, 
such person of the limited nature of such self-regulatory organiza
tion's reSponsibility for such person's acts, practices, and oourse of 
business. · 

"(2) A self-regulatory organization shall furnish copies of any 
report of examination of any person who is a member of or a par
ticipant in such self-regulatory organization to any other self-regula
tory organizatio:J?- ?f which such person is a member or in which such 
person IS a partiCipant upon the request of such person, such other 
self-regulatory organization, or the Commission. 

"(e) (1) (A) Every registered broker or dealer shall annually file 
with the Commission a balance sheet and income statement certified 
by an independent public accountant, prepared on a calendar or fiscal 
year basis, and such other financial statements (which shall, as the 
Commission specifies, be certified) and information concerning its 
financial condition as the Commission, by rule may prescribe as neces
sary or appropriate in the public interest or for the protection of 
investors. 

"(B) Every registered broker and dealer shall annually send to its 
customers its certified balance sheet and such other financial state
ments and information concerning its financial condition as the Com
mission, by rule, may prescribe pursuant to subsection (a) of this 
section. 
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"(C) The Commission, by rule or order, may conditionally or
unconditionally exempt any registered broker or dealer, or class of 
such brokers or dealers, from any provision of this paragraph if the 
Commission determines that such exemption is consistent . with the 
public interest and the proteCtion of investors. 

" ( 2) The Commission, by rule, as it deems necessary or appropriate 
in the public interest or for the protection of investors, may prescribe 
the form and content of financial statements filed pursuant to this title 
and the accounting principles and accounting standards used in their 
preparation. 

" (:f) ( 1) Every national securities exchange, member thereof, regis- . 
tered securities association, broker, dealer, municipal securities dealer, 
registered transfer agent, registered clearing agency, participant 
therein, member of the Federal Reserve System, and bank whose 
deposits are insured by the Federal Deposit Insurance Corporation 
~~ ~ 

" (A) report to the Commission or other person designated by. 
the Commission such information about missing, lost, counterfeit, 
or stolen securities, in such form and within such time as the Com
mission, by rule, de~rmines is necessary or appropriate in the pub
lic interest or for the protection of investors; such information 
shall be available on request for a reasonable fee, to any such 
exchange, member, a~ocia:tion, broker, dea)er, :qtunicipal securities 
dealer, transfer agent, clearing agency, partiicipant, member of 
the Federal Reserve System, or insured bank, and such other per
sons as the Commission, by rule, designates; and 

" (B) make such inquiry with respect to information reported 
purs;uantto this subsection as the Commission, by rule, prescribes 
as necessttry or appropr~ate in the public interest or for the pro-

. tection of investors, to ~rmine whether, securities in their cus
tody or control, for which they are responsible, or in which 
they are efi'eoting, clearing, or settling a transaction have been 
reported as missing, lost, counterfeit, or stolen. 

"(2) Every member of a national securities exchange, broker, dealer, 
registered transfer agent., and registered .. c.learmg.· .agency,.shall ~. uire 
that each of its partners, directors, otliQel'S; a11d employees .be ,finger
printed and shall liJUbmit such ~tprints, OJ! cibtse the same to be 
submitted, to the Attorney General of the United States for identm
cation and appropriate processing-. The Commission, by rule, may 
exempt from the provisions of this paragraph upon specified terms, 
conditions, and periods, any class of partners, directors, officers, or 
employees of any such member, broker, dealer, transfer agent, or 
clearing agency, if the Commission finds that such action is not in con
sistent with the public interest or the protection of investors. 

"(3) In order to carry out the authority under paragraphs (1) and 
(2) above, the Commission or its designee may enter mto agreement 
with the Attorney General to use the facilities of the National Crime , 
Information Center ("NCIC") to receive, store, and disseminate infor
mation in regard to missing, lost, counterfeit, or stolen securities and 
to permit direct inquiry access to NCIC's file on such securities for 
the financial community. 

" ( 4) In regard to paragraphs ( 1), ( 2), and ( 3), above insofar 
as such paragraphs apply to any bank or member of the Federal 
Reserve System, the Commission may delega,te its authority to: . 

" (A) the Comptroller of the Currency as to national banks 
and banks operatmg under the Code of Law for the District of 
Columbia; 

"(B) the Federal Reserve Board in regard to any member of 
the Federal Reserve System which is not a national bank or a 

) 
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bank operating under the Code of Law for the District of Colum
bia; and 

"(C) the Federal Deposit Insurance Corporation for any State 
bank which is insured by the Federal Deposit Insurance Cor
poration but which is not a member of the Federal Reserve 
System. 

" ( 5) The Commission shall encourage the insurance industry to 
require their insured to report expeditiously instances of missing, lost, 
counterfeit, or stolen securities to the Commission or to such other 
person as the Commission may, by rule, designate to receive such 
information.". · 

SEc. 15. The Securities Exchange Act of 1934 is amended by insert
ing after section 17 ( 15 u.s.c. 78q) the following new section: 

"NATIONAL SYSTEM FOR CLEARANCE AND SETTLEMENT OF SECURITIES 

TRANSACTIONS 

"SEc. 17 A. (a) ( 1) The Congress finds that-:- . 
"(A) The prompt and accurate clearance and settlement of 

securities transactions, including the transfer of record ownership 
and the safeguarding of securities and funds related thereto, are 
necessary for the protection of investors and persons facilitating 
transactiOns by and acting on behalf of investors. . 

"(B) Inefficient procedures for clearance and settlement impose 
unnecessary costs on investors and persons facilitating transac
tions by and acting on behalf of investors. 

"(C) New data processing and commqnications techniques 
create the opportunity :for more efficient, effective, and safe pro
cedures for clearance and ·settlement. 

"(D) The linking o:f all clearance and settlement facilities and 
the development of uniform standards and procedures for clear
ance and settlement will reduce unnecessary costs and increase 
the protection of investors and persons facilitating transactions 
by and acting on behalf of investors. · 

"(2) The Commission is directe<l, therefore, having due regard for 
the public interest, the protection of investors, the safeguarding of 
securities and funds, and maintenance of fair competition among 
brokers and dealers, clearing agencies, and transfer agents, to use its 
authority under this title to facilitate the establishment of a national 
system for the prompt ·and accurate clearance and settlement of trans
actions in securities (other than exempted securities) in accordance 
with the findings and to carry out the objectives set forth in para
graph (1) of this subsection. The Commission shall use its authority 
under this tiltle to assure equal regulation under this title of registered 
clearing agencies and registered transfer agents. 

"(b) (1) Except as otherwise provided in this section, it shall be 
unlawful for any clearing agency, unless registered in accordance 
with this subsection; directly or indirectly, to make use of Jthe mails 
or any means or instrumentality of interstate. commerce to perform 
the functions of a clearing agency with respect to any security (other · 
~han an exe~pted security). ~e 9<>mmission, by .rule or order, upo~ 
Its own motiOn or upon application, may conditionally or uncondi
tio:aally exempt any clearing agency or security or any class of clear
ing agencies or securities from any provisions of this section or lthe 
rules or re~Iations thereunder, if the Commission finds that such 
exemption IS consistent with the public interest, the protootion of 
investors, and the purposes of this section, including the prompt and 
accurate clearance and settlement of securities transactions and the 
safeguarding of securities and funds. A· clearing agency or transfer 
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agent shall not perform the functions of both a clearing agency and a 
transfer agent unless such clearing agency or transfer agent is regis
tered in accordance with this subsection and subsection (c) of this 
section. 

"(2) A clearing agency may be registered under the terms and con
ditions hereinafter provided in this subsection and in accordance with 
th~ provisions of section 19 (a) of this title, by filing with the Commis
sion an application for registration in such form as the Commission, 
by rule, may. prescribe containing the rules of the clearing agency and 
such other information and documents as the CommissiOn, by rule, 
may prescribe as necessary or appropriate in the public interest or for 
the prompt and accurate clearance and settlement of securities trans
adtions . 
. " ( 3) A cl.earing agency shall not be registered unless the Commis

sion determmes that-
"(A) Such clearing agency is -so organized and has the capac

ity to be ·able to facilitate the prompt and accurate clearance and 
settlement of securities transactions for which it is responsible, to 
safeguard securities and funds in its custody or control or for 
which it is responsible, to comply with the .provisions of this title 
and the rules and reguhitionsthereunder, to enforce (subject to 
any rule or order of the Commission pursuant to section 17 (d) or 
19(g) (2) of this title) compliance by its participants with the 
rul~ of the clearing agency, and to carry out the purposes of this 
section. 

"(B) Subject to the provisions of paragraph (4) of this sub- · 
section, the rules of the clearing agency provide that any ( i) reg
istered broker or dealer, ( ii) other registered clearing agency, (iii) 
registered investment company, (iv) bank, (v) insurance com
pany, or (vi) other person or class of persons as the Com
mission, by rule, may from time to time.designate as appropriate 
to the development of a national system for the prompt and 
accumte clearance and settlement of securities transactions may 
become a participant in such clearing agency. 

"(C) The rules of the clearing agency assure a fair representa
tion of its shareholders (or memoors) and participants in the selec
tion of its directors and administration of Its affairs. (The 
Commission may determine that the representation of partici
.pants is fair if they are afforded a reasonable opportunity to 
acquire voting stock of the clearing agency, directly or indirectly, 
in reasonable proportion to their use of such clearing !agency.) 

"(D) The rules of the clearing agency provide for the equitable 
alloc~~Ion of reasonable dues, fees, and other charges among its 
participants. 

"(E) The rules of the clearing agency do not impose any sched
ule <?'f _prices, or fix rates or other fees, for services rendered by its 
participants. 

"(F) The rules of the.clearing agency are designed to promote 
the prompt and accurate clearance and settlement of securities 
transactions, to assure the safeguarding of securities and funds 
which are in the custody or control of the clearing a~ncy or for 
which it is responsible, to foster cooperation and coordmat10n with 
persons engaged in the clearance and settlement of securities trans
actions, to remove impediments to and perfect the mechanism of 
a national system for the prompt arid accurate clearance and set
tlement of securities transactions,. 8Jld, in general, to protect 
investors and the public interest; and are not designed to permit 
unfair discrimination in the admission of participants or among 
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particip&nts in the use of the clearing agency, or to regulate by 
virtue of any authority conferred by this title matters not related 
to the purposes of this section or the administration of the clear-
in~ agency. · . 

'(G) The rules of the clearing a.g~ncy provide th!Lt (subjeet 
to any rule or order of the Commission pursuant to section 17 (d) 
or 19(g)(2) of this title) its partici_Pants shall be appropriately 
disciplined for violation of any proVIsion of the rules of the clear
ing agency by exJ?ulsion, suspension, limitation of activities, func
tions, and operatiOns, fine, censure, or any other fitting sanction. 

"(H) The rules of the clearing agency are in accordance with 
the provisions of paragraph ( 5) of this subsection, and, in general, 
provide a fair pr.ocedure with respect to the disciplining of par
ticipants, the denial of participation to any person seeking par
ticipation therein, and the prohibition or limitation by the 
clearing agency of any person with respect to access to services 
offered by the clearing agency. 

"(I) The rules of the clearing agency do not impoSe any bur
den on competition not necessary or appropriate in furtherance 
of the purposes of this title. ~ · 

"(4) (A) A registered clearing_a~ncy ,may, &nd in cases in which 
the Commission, by order, directs as appropriate in the public interest 
shall, deny participation to any person subject to a statutory dis
qualification .. A registered clearing agency shall file notice with the 
Commission not less than thirty days prior to admitting any person 
to participation, if the clearing agency knew, or in the exercise of 
reasonable care should have known, that such person was subject to 
a sta~utory d}-squalifi~tion. The noti .. et: ~hall be in such form a:nd 
contam such mformation as the CommiSSion, by rule, ·may prescnbe 
as necessary or appropriate in the public interest or for the protection 
of investors. . ·. ' . 

"(B) A registered clearing agency may deny participation to, or 
condition the participation of, any person if such person does not 
meet such standards of fin&ncial responsibility, operational capa-

. bility, e~perience, and com_Petence as a.re prescribed by the ~es of 
the clearmg agency. A reWst;ered clearmg agency :u,ay-eumme -and 
verify the qualification$ o£an applicant to. be a participant in accord
ance with procedures established by the rules of the clearing agency:. 

"(5)(A) In any proceeding by a registered clearing agency to 
determine whether a participant should be disciplined (other than 
a summary proceeding pursuant to subparagraph (C) of this para
graph), the clearing agency shall bring specific charges, notify such 
particip&nt of, and give him an opportunity to defend aga;inst such 
charges, &nd keep a record. A determination by the clearing agency 
to impose a disciplinary sanction shall be supported by a statement 
setting forth-

" ( i) any act or practice in Which such :participant has been 
foimd to have engaged, or which such particlp&nt h~ been f~)Und 
to have omitted; · . . 

"(ii) the specific provisions of the rules of the clearing agency 
which any such act or practice, or omission to 'act, is deemed to 
violate; &nd . 

. " (iii) the sanction imposed and the rea.Sons therefor. 
"(B) In any proceeding by a registered clearing agency to deter-. 

mine whether a person shall be denied participation or prohibited or 
limited with respect ·to access to services offered ·by the clearing 
agency, the cl~ring agency shall notify such person of, and give him 
an opportunity to be heard upon, the specific grounds for denial or 
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prohibition or limitation under consideration and keep a record. A 
determination by the clearing agency to deny participation or pro
hibit or limit a person with respect to access to services offered by 
the clearing agenc_y shall be supported by a statement setting forth 
the specific grounds on which the denial or prohibition or limitation 
isbased. · 

"(C) A registered clearin~ agency may summarily suspend and 
close the accounts of a participant who (i) has ~nand is expelled 
or suspended from any self-regulatory organization, (ii) is in default -
of any delivery of funds or securities to the clearing agency, or (iii) 
is in sU.ch financial or operating difficulty that the clearing agency 
determines and so notifies the appropriate regulatory agency for such 
participant that such suspension and closing of accounts are neces-
sary for the protection of the clearing agency, its participants, 
creditors, or investors. A participant so summarily suspended shall 
be promptly afforded an opportunity for a hearing by the clearing 
agency in accordance with the provisions of subparagraph (A) of 
this paragraph. The appropriate regulatory agency for such par
ticipant, by order, may stay any such summary suspension on its own 
motion or upon application by any person aggrieved thereby, if such 
appropriate regulatory agency determines summarily or after notice 
and opportunity f9r hearing (which hearing may consist so~ly _of 
the submission of affidavits or presentation of oral arguments) that 
such stay is consistent with the public interest and proteCtion of 
investors. 

"(6) No registered clearing agency shall prohibit or limit access by 
any person to services offered by any participant therein. 

" (c) ( 1) Except as otherwise provided in_ this section, it shall be 
unlawful for any transfer a~nt, unless registered in accordance with 
this section, directly or indirectly, to make use of the mails or any 
means or instrumentality of interstate commerce ro p&rfonn the func
tion of a transfer a~nt with respect to any security registered under 
section 12 of this title or which would be required to be registered 
except for the exemption from registration provided by subsection 
(g) (2) (B) or (g) (2) (G) of that _sec.tion. __ The app.rop_ ri_a __ te_ re ___ gu--__ -latory 
agency, by rule or order, upon its own motion or upon application, 
may conditionally or unconditionally exempt any person or security 
or class of persons or securities from any provision of this section or 
any rule or regulation prescribed under this section, if the appropriate 
regulatory agenc1 finds (A) that such exemption is in the public 
interest and _consistent with the protection of mvestors and the pur-
poses of this section, including the prompt and accurate clearance and 
settlement of securities transactions and the safeguarding of securities 
and funds, and (B) the Commission does not object to such exemption. 

"(2) A transfef' agent may be registered by filing with the appro
priate regulflltory agency for such transfer agent an application for 
registration in such form and containing such information -and docu- -
ments concerning such transfer agent as such ap_propriate regulatory 
agency may prescribe as necessary or appropriate m furtherance of the· 
purposes of this section. Except as he~inafter provided, such ~ra
tion shall become effective thirty days after receipt of such application 
by such appropriate regulatory agency or within such shorter period 
of time as such appropriate regulatory agency may determine. 

"(3) (A) The appropriate regulatory agency for a transfer agent, 
by order, shall deny registration to censure, place limitations on the 
activities, functions, or operations ol, suspend for a period not exceed
ing twelve months, or revoke the registration of such transfer agent, 
if such appropriate regulatory agency finds, on the record after notice 
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and opportunity for hearing, that such denial, censure, placing of 
limitations, suspension, or revocation is in the public interest and that 
such transfer agent has willfully violated or is unable to comply with 
any provision of this section or section 17 of this title or the rules or 
regulations thereunder. 

"(B) Pending final ~etermina~ion whether any registration by a 
transfer agent under thiS subsectiOn shall be demed, the appropriate 
regulatory agency :for such transfer agent, by order, may postpone 
the effective date of such registration for a period not to exceed fifteen 
days, but if, after notice and opportunity :for hearing (which may 
consist solely of affidavits and oral arguments), it shall appear to such 
appropriate regulatory agency to be necessary or appropriate in the 
public interest or for the prGtection of investors to postpone the effec
tive date of such registration until final determination, such appro
priate regulatory agency shall so order. Pending final determination 
whether any registration under this subsection shall be revoked, such 
appropriate regulatory agency, by order, may suspend such registra
tion, i:f such suspension appears to such appropriate regulatory agency, 
after notice and opportunity for hearing, to be necessary or appro
priate in the public interest or :for the protection of investors. 

"(C) A_registered transfer agent may, upon such terms and con
ditions as the appropriate regulatory agency :for such transfer agent 
deems necessary or appropriate in the fublic interest, for the protec
tion of investors, or in furtherance o the purposes of this section, 
withdraw from registration by filing a written notice of withdrawal 
with such appropriate regulatory agency. If such appropriate regula
tory agency finds that any transfer a~ent :for which it is the appro
priate regulatory agency, IS no longer m existence or has ceased to do 
business as a transfer agent, such appropriate regulatory agency, by 
order, shall cancel or deny. the registration. · . 

" (d) ( 1) No registered clearing agency or registered transfer agent 
shall, directly or indirectly, engage in any activity as dearing agency 
or transfer agent in contravention of such rules and regulations (A) 
as the Commission may prescribe as necessary or appropriate in the 
public interest, :for the protection of investors, or otherwise in further
ance o:f the purposes of this title, or (B) as the appropriate regulatory 
agency for such clearing agency or transfer agent may prescribe as 
necessary or appropriate :for the safeguarding of securities and funds. 

"(2) With respect to any clearing agency or transfer agent for which 
the Commission is not the appropriate regulatory agency, the appro
priate regulatory agency :for such clearing agency or transfer agent 
may, in accordance with section 8 of the Federal Deposit Insurance Act · 
(12 U.S.C. 1818), enforce compliance by such clearing agency or trans
fer agent with the provisions of this section, sections 17 and 19 of this 
title, and the rules and regulations thereunder. For purposes of the 
preceding sentence, any violation of any such provision shall consti
tute adequate basis forthe issuance of an order under section 8 (b) or 
8 (c) o:f the Federal Deposit Insurance Act, and the participants in 
any such clearing agency and the/ersons doing busmess with any. 
such transfer agent shall be deeme to be 'depositors' as that term IS 
used in section 8 (c) of that Act. . · 

"(3) (A) With respect to any clearing a~ency or transfer agent for 
which the Commission is not the appropriate regulatory agency, the 
Commission and the appropriate regulatory agency :for such clearing 
agency or transfer agent shall consult and coo_{>erate with each other, 
and, as may be appropriate, with State bankmg authorities having 
supervision over such clearing agency or transfer agent toward the tmd 
that, to the maximum extent practicable, their respective regulatocy 
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responsibilities may be fulfilled and the rules and. regulations appli
cable to such clearing . agency or transfer agent may be in accord 

. with both sound banking practices and a national system for the 
prompt and accurate clearance and settlement of securities transac
tions. In accordance with this objective-

"(i) the Commission and such appropriate regulatory agency 
shall, at least fifteen days prior to the Issuance for public com
ment of any proposed rule or regulation o..r adoption of any rule 
or regulation concerning such clearing agency or transfer agent, 
consult and request the views of the other; and 

"(ii) such appropriate regulatory agency shall assume primary 
responsibility to examine and enforce compliance by such clearing 
agency or transfer a~ent with the provisions of this section and sec
tions 17 and 19 of this title. 

" (B) Nothing in the preceding subparagraph or elsewhere in this 
title shall be construed to impair or limit (other than by the require
ment of notification) the Commission's authority to make rules under 
any provision of this title or to enforce compliance pursuant to any 
provision of this title by any clearing agency or transfer agent with the 
provisions of this title and the rules and regulations thereunder. 

" ( 4) Nothing in this section shall be construed to impair the author
ity of any State banking authority or other State or Federal regu
latory authority having jurisdiction over a person registered as a clear
ing agency or transfer agent to make and enforce rules governing such 
person which are not inconsistent with this title and the rules and 
re~lations thereunder; · 
· ' (e) The Commission shall use its authority under this title to end 

the physical movement of securities certificates in connectiqn with the 
settlement among brokers and dealers of transactions in securities con
summated by means of the mails or any means or instrumentalities 
of interstate commerce.". 

SEc. 16. Section 19 of the Securities Exchange· Act of 1934 ( 15 
U.S.C. 78s) is amended to read as follows: 

"REGISTRATION, RESPONSIBILITIES, ANn OVERSIGHT OF SELF-REGULATORY 
ORGANIZATIONS 

"Sro. 19. (a) (1) The Commission shall, upon the filing of an appli
cation for registration ·as a national secunties exchange, registered 
securities associatiop, or registered clearing agency, pursuant to sec
tion 6, 15A, or 17A of this title, respectively, publish notice of such 
filing and afford interested persons an opportunity to submit written 
data, views, and arguments concerning such application. Within ninety 
days of the date of publication of such notice (or within such longer 
period as to which the applicant. consents), the Commission shall-

" (A) by order grant such registration, or · 
"(B) institute proceedings to determine whether registration 

should be denied. Such proceedings shall i:r,lClude notice of the 
grounds for denial under consideration and opportunity for hear
rng and shall be concluded within one hundred eighty days of the 
date of a publication of notice of the filing of the application for 
registration. At the conclusion of such proceedings the Commis
sion, by order, shall grant or deny such registration. The Commis
sion may extend the time for conclusion of such proceedings for 
up to mnety days if it finds good cause for such extension and 
publishes its reasons for so finding or for such longer period as to 
which the applicant consents. 

The Commission shall grant such registration if it finds that. the 
requirements of this title and the rules and regulations thereunder 
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with respect to the a:(>plicant are satisfied. The Commission shall deny 
'Such registration if 1t does not make such findi~. 

"(2) With respect to an application for registration filed by a 
clearing agency for which the Commission is .not the appropriate 
regulatory agency-_ . . . . · . 

"(A) The COmmiSSion shall not grant registration pnor to 
the sixtieth day after the date of publication of notice of the filing 
of such application unless the appropriate regulatory agency for 
such clearing agency has notified the Commission of such appro
priate regulatory agency's determination that such clearing 
agency is so organized and has the capacity to be able to safe-
8Uard securities and funds in its custody or control or for which 
It is responsible and that the rules of such clearing agency are 
desi~ed to assure tl?-e ~afeguard~ng !lf such· secu~ties ~nd funds. 

"(B) The Commission shall rnstitute proceedrngs m accord
ance with l?aragraph (1) (B) of this subsection to determine 
whether registration should be denied if the appropriate regula
tory agency for such clearing agency notifies the Commisison 
within sixty days of the date of p. ublication of notice of the filing 
of such application of such a,~>propriate regulatory agency's ( i) 
determination that such clearing agency may not be so organized 
or have the capacity to be able to safeguard securities or funds 
in its custody or control or for which it is responsible or that 
the rules of such clearing agency may not be designed to assure 
the· safeguarding of such securities and funds and ( ii) reasons 
for such determination. 

"(C) The Commission shall deny registration if the appropriate 
regu~atory _agency for such c~earing agency _notifi.es ~he Cof!l
miSSion prior to the conclusion of p~ instituted m 
accord~ce with paragraph (l)(B} of t~is ~u6section of such 
appropriate regulatory agency's (I) deterriunat10n that such clear
ing agency is not so organized or does not have the capacity to be 
able to ~fe8U~rd securit_ies or funds. in its custody or control. or 
for which 'It IS resl?ons1ble or that the rules of such cleanng 
agency are not designed to assure the safeguarding of such 
securities or funds and ( ii) rtW!Ons for such determination. 

"(3) A self-~atory organization may, upon such terms and 
conditions as the Commission, by rule, deems necessary or appropriate 
in the public interest or for the protection of investors, withdraw from 
registration by filing a written notice of withdrawal with the Com
mission. If the Commissio.n fin. ds that an. y self-regulato. ry .. organiza
tion is no longer in existence or has ceased to dp business in the capacity 
specified in its appli~tion for registration, the Commission, by 
order, shall cancel its registration. UJ?On the withdrawal of a.national 
secunties association from registration or the cancellation, suspen
sion, or revocation of the registration of a national securities associa
tion, the registration of .any association affiliated therewith shall 
automatically terminate. · 

"(b) (1) Each self-regulatory organization shall file witli the Com
mission, in accordance with such rules as the Commission may pre"' 
scribe, copies of any proposed rule or any proposed change in, addition 
to, or deletion from the rules of such self-regulatory organization 
(hereinafter in this subsection collectively referred to as a 'proposed 
rule change') accompanied by a concise general statement o:f the basis 
and purpose of such proposed rule change. The Commission shall, 
upon the filing of any proposed rule change,. publish notice thereof 
together with the terms of substance of the proposed rule change or 
a description of the subjects and issues involved. The Commiss~on 

"---
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shall give interested persons an opportunity to submit written data, 
views, and· arguments concerning such proposed rule change. No pro
posed rule change shall take effect unless approved by the Commission 
or otherwise permitted in accordance with the provisions of this 
subsection. 

''(2) Within thirty-five days of the date of publication of notice of 
the filing of a proposed rule change in accordance with para~raph 
( 1) · of this subsection, or within such longer period as the Comnussion 
may designate up to ninety days of such date if it finds such longer 
period to be appropriate and publishes its reasons for so finding or as 
to which the self-regulatory organization consents, the Commission 
shall-

'' (A) by order approve such proposed rule change, or 
" (B) institute proceedings to determine whether the proposed · 

rule change should be disapproved. Such proceedings shall include 
notice of the grounds for disapproval under consideration and 
opportunity for hearing and be concluded within one hundred 
eighty days of the date of publication of notice of the filing of the 
proposed rule change. At the conclusion of such proceedings the 
Commission, by order, shall approve or disapprove such pro
posed rule change. The Commi.ssion may extend the time for con
clusion of such proceedings for up to sixty days if it finds good 
cause for such extension and publishes its reasons for so finding 
or for such longer period as to which the self-regulatory orga
nization consents. 

The Commission shall approve a proposed rule change of a self
regulatory organization if it finds that such proposed rule change is 
consistent with the requirements of this title and the rules and regula
tions thereunder applicable to such organization. The Commission 
sha.ll d~SaJ?prove a proposed rule chai_tge of a self-re~~tory organi
zation If It does not make such findmg. The CommiSSion . shall not 
approve any proposed rule change prior to the thirtieth day after the 
date of publication of notice of the filing thereof, unless the Commis
sion finds good cause for so doing and publishes its reasons for so 
finding. 

"(3) (A) Notwithstanding_the provisions of paragrap~ (2) of this 
subsection, a pr<>P.osed JVle change may take effect upon filing with 
the Commission If designated by the self-regulatory organization as 
(-i) constituting a stated policy, practice, or interpretation with respect _ 
to the meaning, administration, or enforcement of an existing rule of 
the self-regulatory organization, (ii) establishing or changing a due, 
fee, or other charge imposed by the self-regulatory organization, or 
(iii) concerned solely with the administration of the self-regulatory 
organ~zation or ot~e~ matters which the Commissioi_t, by rul~ consist
ent With the public mterest and the purposes of this subsection, may · 
specify as without the provisions_ of such paragraph (2). 

"(B) Notwithstanding any other provision of this subsection, a 
proposed rule change may be put into effect summarily if it appears to 
~he Commission ~hat such actioi_t is necessary for the protection of 
mvestors, the mamtenance of fair and orderly markets, or the safe
guarding of securities or funds. Any pro_POBed rule change so put into 
effect shall be filed promptly thereafter m accordance with the provi-
sions of paragraph (1) of this subSection. . _ 

'~ (C) Any proposed rule change of a self-regulatory organization 
wh1ch has taken effect pursuant to subparagraph (A) or -(B) of this 
paragraph may be enforced by such organization to the extent it is not 
mconsistent with the provisions of this title, the rules and regulations 
t~ereunder, and applicable F~eral' and State law. At any time within 
Sixty days of the date of fihng of such a proposed rule change in · 
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accordance with the provisions of paragraph ( 1) of this subsection, 
the Commission sum~p.arily may abrogate the change in the rules of the 
self-regulatory organization made thereby and require that th:e pro
posed rule change be refiled in accordance with the provisions of 
paragraph (1) of this subsection and reviewed in accordance with the 
provisions of paragraph (2) of this subsection, if it appears to the 
Commission that such action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in furtherance 
of the purposes of this title. Commission action pursuant to the pre
ceding sentence shall not affect the validity or force of the rule change 
during the period it was in effect and. shall not be reviewable under 
section 25 of this title nor deemed to be 'final agency action' for pur
poses of section 704 of title 5, United States Code. 

" ( 4) With respect to a proposed rule change· filed by a- registered 
clearing agency for which the Commission is not the appropriate 
regulatory agency- · · 

"(A) The Commission shall not approve any such proposed 
rule change prior to the thirtieth day after the date of publication 
of notice of the filing thereof unless the 'appropriate regulatory 
agency for such clearing agency has notified the Commission of 
such appropriate regulatory agency's determination that the pro
posed rule cha.nge is consistent with the safeguarding of secunties 
and funds in the custody or control of such clearing agency or for 
which it is responsible. 

" (B) The Commission shall institute proceedings in accordance 
with paragraph (2) (B) of this subsection to determine whether 
any such proposed rule change should be disapproved, if the 
appropriate regulatory agency for such clearing agency notifies 
the Commission within thirty days of the date of publication of 
notice of the filing of the proposed rule change of such appro
priate regulatory. agency's ( i) detenninatio:n that tile proposed 
rule change may be inconsistent with the safeguarding of secu
rities or funds in the custodyor control of such clearing agency 

·or for which it is NSp<>nsible and (ii) reasons for such 
determination. · 

" (C) The Commission shall disapprove any s~ch }.)1"9~ rule 
change if the appropriate .regulatory agency for·srich cleanng" 
agency notifies the· Commission prior to the conclusion of pro
ceedings instituted in accordance with paragraph (2) (B) of this 
subsection of such appropriate regulatory agency's ( i) deter
mination that the proposed rule change is inconsistent with the 
safeguarding of -securities or funds in the custody or control of . 
such clearing agency or for which it is responsible and (ii) rea-
sons for such determination.· · 

"(D) The Commission shall a:broga.te '8.11Y change in the rules 
of such & clearing agency ~p.ade by a proposed rule ehange which 
'hM vaken effoot. pul"SUant to pa~ph ( 3) of this subsootion, 
require that the proposed rule change be refiled in 'lt000rd'8.1lce 
with the provisions of paragraplh ( 1) of this subsection, 'and 
reviewed in accordance with the provisions of~paragt"'tph {2) of 
this suibsootion, if the appropri'Wte regulatory ·~ncy for .. suelh . 
clearing &gency notifies the Commis8ion within thirty days of the 
date of filing of s:uch proposed rule ch'8.1lge of such appropriate 
regulatory agency's ( i) determination that tlhe rnles.of such clear
ing agency tas so ehooged may be inconsistent with the. safeguard
ing of securities or funds in the custody or control of such clearing 
agency or for which it is responsible and (ii) reasons for such 
determination. -
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" (c) The Commission, by rule, may abrogaJte, add to, and ·delete 
from (hereinafter in this subsootion oollootively re.ferred to 'llS ~amend') 
the rules of a self-regu}a.tory organization ( dl::her than a registered 
clearing •agency) 'll8 the Commission deems necessary or appropriate 
to insure th~ fair adm:inistra~ion of the sel~-re~'ll!tory organization, 
to conform ~ts rules to reqmrements of this title and the rules and 
regula.tions tJnereunder oapplicable to such organization, or otherwise 
in furtherance of the purposes of this title, in the following manner: 

" ( 1) The Commission shall notify the self-regul•atory OI,"gani
zation •a.nd puiblish notice of the proposed rulemaking in tJhe Fed
eral Register. The ndtice shall include the text of the proposed 
amendment to the rules of the self-regula.tory organization and a. 
sbaltement of the Commission's reasons, including any pertinent 
facts, for commencing such proposed rulemaking. 

"(2} The Commission shall give interested persons •an oppor
tunity for th~ oral presentation of od8!ta, views, and •a.rguments, in 
addition to an opportunity to make written submissions. A tran-
script shall be kept of any oral presentation. . 

" ( 3) A rule adopted pursuant to this subsection shall incor
porate the text of the an1endment to the rules of the self-regul•atory 
organization and a sbrutement ofthe Commission's b3Jsis for and 
pury,ose .in ~ amending such rules .. This sbateme~t !'hall in~ude 
an 1dentlfication of any facts on which the GomnuSSion oollSlders 
its determination so to amend the. rules of the self-reguloa.tory 
agency to be based, including tlie reasons for the Commission's 
conclusions as to any of such facts which were disputed in the rule
making. 

"(4) (A} Except as provided in paragraphs (1) through (3} 
of this subsection, rulemaking under this subsection shall be in 
oocordance with the procedures specified in section 553 of title 5, 
United States Code, for rulemaking not on the record. 

" (B) Nothing in this subsection sh~ll .~ oonStrued to impair 
or lirpit the Commission's power to make, or' to modify or alter 
the procedures the Commission may follow in making, rules and 
regulations pursuant to any dther authority under t:his title. 

"(C) Any amendment to the rules of •a self-regul<atory organi
zation made by tJhe Commission plll'Sil'antto this su~ion ~all 
be considered for 'all purposes of thls title to be part 'of the rules 
of sueh self-regulatory organization and shall not be oonsidered 
to be a rule of the Commission. · '-

"(d) (1} If any self-regulatory organization imposes any final dis
ciplinary sanction on any member thereof orparticipant therein, denies 
membership or participation to any applicant, or prohibits or limits 
any person in respect to access to services offered by such organization 
or member thereof or if any self-regulatory organization (other than 
a registered clearing agency) imposes any final disciplinary sanction 
on any person associated with a member or bars any person from 
becommg associated with a member~ the self-regulatory organization 
shall promptly file notice thereof with· the appropriate regulatory 
agency for the self-regulatory organization and (if other than the 
appropriate regulatory agency for the self-regulatory ()rganization) 
the appropriate regulatory agency for such member, participant, appli
cant, or other person. The notice shall be in sucn form and contain 
such information as the appropriate regulatory agency for the self
regulatory organization, by rule, may prescribe as necessary or 
appropriate in furtherance of the purposes of this title. 

"(2) Any action with respect to which a self-regulatory organiza
tion is required by par~aph (1) of this subsection~ file notice shall 
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be subject to review by the appropriate regulatory agency for such 
member, participant, applicant, or other person, on its own motion, 
or upon application by any person aggrieved thereby filed within 
thirty days after the date such notice was filed with such appropriate 
regulatory agency and received by such aggrieved person, or within 
such longer period as such appropriate regulatory agency may deter
mine. Application to such appropriate regulatory agency for review, 
or the institution o:f review by such appropriate regulatory agency on 
its own motion, shall not· operate as a stay of such action unless such 
appropriate regulatory agency otherwise orders, summarily or after 
notice and opportunity :for hearing on the question o:f a stay (which 
hearing may consist solely of the submission of affidavits or presenta
tion o:f oral arguments). Each appropriate regulatory agency shall 
establish for appropriate cases an expedited procedure for considera
tion and determination of the question o:f a stay. · 

" (e) ( 1) In any proceeding to review a final disciplinary sanction 
imposed by a self-regulatory organization on a member thereof or par
ticipant therein or a person associated with such a member, after 
notice and opportunity for hearing (which hearing may consist solely 
of consideration of the record before the self-regulatory organiza
tion and opportunity for the presentation of supporting reasons to 
affirm, modify, or set aside the sanction)-

"(A) i:f the appropriate regulatory agency :for such member, 
participant, or person associated with a member finds that such 
member, participant, or person associated with a member has 
engaged in such acts or practices, or has omitted such acts, as the 
self-regulatory organization has found him to have engaged in or 
omitted, that such acts or practices, or omissions to act, are in 
violation of such provisions of this title, the rules or regulations 
thereunder, the rules of the self-regulatory organization, or, in 
the case of a registered securities association, the rules of the 
Municipal Securities Rulemaking Board as have been specified in 
the determination of the self-regulatory organization, and that 
such provisions are, and were applied in a manner, consistent with 
the purposes of this title, such apropriate regulatory ·agency, by 
order, shall so declare and, as appropriate, affirm the S8Jlction 
imposed by the self~regulatory organization, modify the sanction 
in accordance with paragraph ( 2) of this subsection, or remand 
to the self-regulatory organization :for :further proceedings; or 

"(B) if such appropriate regulatory agency does noJ; make any 
such finding it shall, by order, set aside the sanction imposed by 
the self-regulatory organization and, if appropriate, remand to 
the self-regulatory organization for further proceedings. 

"(2) If the appro:priate ~gulatory agency ~or a member, partiei
pant, or person associated with a member, havmg due regard for the 
public interest and the protection of investors, finds after a proceeding 
in accordance with paragraph (1) of this subsection that a sanction 
imposed by a self-regulatory organization upon such member, partici
pant, or person associated ·with a member imposes any burden on com
petition not necessary or appropriate in furtherance of the purposes of 
this title or is excessive or oppressive, the appropriate regulatory 
agency may cancel, reduce, or require the remission of such sanction. · 

"(f) In any proce~ing to review the denial of membership or par
ticipation in a self-regulatory organization to any applicant, the bar
ring of any person from becoming associated with a member of a 
self-regulatory organization, or the prohibition or limitation by a self
regulatory organization o:f any person with respect to access to services 
offered by the self-regulatory organization or any member thereof, if 
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the appropriate regulatory a~ncy for such applicant or person, after 
notice and opportunity for hearing (which hearing may consist solely 
of consideration of the record before the self-regulatory organization 
and opportunity for the presentation of supportmg reasons to dismiss 
the proceeding or set aside the action of the self-regulatory organiza
tion) finds that the specific grounds on which such denial, bar, or pro
hibition or limitation is based exist in fact, that such denial, bar, or 
prohibition or limitation is in accoraance with the rules of the self
regulatory organization, and that such rules are, and were applied in 
a manner, consistent with the purposes of this title, such appropriate 
regulatory agency, by order, shall dismiss the proceeding. If such 
appropriate regulatory agency does not make any such finding or 
if it finds that such denial, bar, or prohibition or limitation imposes · 
any burden on competition not necessary or appropriate in furtherance 
of the purposes of this title, such appropriate regulatory agency, by 
order, shall set aside the action of the self-regulatory organization 
and require it to admit such applicant to membership or participation, 
permit such person to become associated with a member, or grant such 
person access to services offered by the self-regulatory organization or 
member thereof. · 

"(g) (1) Every self-regulatory organization shall comply with the 
provisions of this title, the rules and regulations thereunder, and its 
own rules, and €subject to the provisions of section 17 (d) of this title, 
paragraph (2) of this subsection, and the rules thereunder) absent 
reasonable justification or excuse enforce compliance-

" (A) in the case of a national securities exchange, with such 
provisions by its members and persons associated with its · 
members; 

"(B) in the case of a registered securities association, with such 
provisions and the provisions of the rules of the Municipal Secu
rities Rulemaking Board by its members and persons associated 
with its members; and · · 

" (C) in the case of a registered clearing agency, with its own 
rules by its participants. 

"(2) The Commission, by rule, consistlmt with the public interest, 
the protection of investors, and the other purposes of this title, may 
relieve any self-regulatory organization of any responsibility under 
this title to enforce compliance with any specified provision of this 
title or the rules or regulations thereunder by any member of such 
organization or person associated with such a member, or any class of . 
such members or persons associated with a member. 

"(h) (1) The appropriate regulatory agency for a self-regulatory 
orgamzation is authorized, by order, if in its opinion such action is 
necessary or appropriate in the public interest, for the protection of 
investors, or otherwise in furtherance of the purposes of this title, to 
suspend for a period not exceeding twelve months or revoke the regis
tration of such self-regulatory organization, or to censure or impose 
limitations upon the activities, functions, and operations of such self
regulatory organization, if such appropriate regulatory agency finds, 
on the record after notice and opportunity for hearing, that such self
regulatory organization has violated Qr is unable to comply with any 
provision of this title, the rules or regulations thereunder, or its own 
rules or without reasonable justification or excuse has failed to enforce 
compliance-

" (A) in the case of a national securities exchange, with any 
such provision by a member thereof or a person ·associated with a · 
memb"r thereof; 

"(B) in the case of a registered securities association, with any 
such provision or any provision of the rules of the Municipal 
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Securities Rulemaking Board. by a member thereof or a person 
associated with a member thereof; or 

"(C) in the case of a_ registered clearing agency, with any pro
vision of its own rules by a participant therein. 

"(2) The appropriate regulato~ agenc:y for a self-regulatory orga
nization is authorized, by order, if m its opmion such action is necessary 
or appropriate in the public interest, for the protection of investors, 
or otherwise in furtherance of the purposes of this title, to suspend 
for a period not exceeding twelve months or expel from such sel:f
regulatory organization any member thereof or participant therein, if 
such member or participant is subject to an order of the Commission 
pursuant to section 15 (b) ( 4) of this title or if such appropriate regula
tory agency finds, on the record after notice and opportunity for 
hearing, that such member or participant has willfully violated or has 
effected any transaction for any other person who, such member or 
participant had reason to believe, was violating with respect to such 
transaction-

. " (A) in the case of a national securities exchange, any provision 
of the Securities Act of 1933, the Investment Advisers Act of 1940, 
the Investment Company Act of 1940, this title, or the rules or 
re*ulations under any of such statutes; 

'(B) in the case of a registered securities association, any pro
vision of the Securities Act of 1933, the Investment Advisers Act 
of 1940, the Investment Company Act of 1940, this title, the rules 
or regulations under any of such statutes, or the rules of the 
Municipal Securities Rulemaking Board; or 

"(C) in the case of a registered clearing agency, any provision 
of the rules of the clearing agency. 

"(3) The appropriate regulatory agency for a national securities 
exchange or registered securities association is authorized~ by order, if 
in its opinion such action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in furtherance of 
the purposes of this title, to suspen-d for a period not exceeding twelve 
months or to bar any person from being associated with a member of 
such national securities exchange or registered securities association, if 
such person is subject to an order of the Commission pursuant to section 
15(b) (6) or if such appropriate regulatory agency finds, on the record 
after notice and opportunity for ·hearing, that such person has willfully 
violated or has effected any transaction for any other person who, such 
person associated with a member had reason to believe, was violating 
with respect to such transaction-

. " (A) in the case of a national securities exchange, any provision 
of the Securities Act of 1933, the Investment Advisers Act of 1940, 
the Investment Company Act of 1940, this title, or the rules or 
reWtlations under any of such statutes; or 

'(B) in the case of a registered securities association, any pro
vision of the Securities Act of 1933, the Investment Advisers Act 
of 1940, the Investment Company Act of 1940,. this title, the rules 
or regulations under any of the statutes, or the rules of the Munici
pal Securities Rulemaking Board. 

"(4) The appropriate regulatory agency for a self-regulatory orga
nization is authorized, by order, if in its opinion such action is neces
sary or appropriate in the public interest, :for the protection of 
investors, or otherwise in .:furtherance of the purposes of this title, to 
remove from office or censure any officer or director ot such self
regulatory organization, if such appropriate regulatory agency finds, 
on the record after notice and opportunity for hearing, that such officer 
or director has willfully violated any provision of this title, the rules 
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or regulations thereunder, or the rules of such self-regulatory or~a
nizatlon, willfully abused his authority, or without reasonable justifi
cation or excuse has failed to enforce .compliance-

" (A) in the case of a national securities exchange, with any 
such provision by any member or person associated :with a 
member; . 

" (B) in the case of a registered securities association, with any 
such :provision or any provision of the rules of the Municipal 
Securities Rulemaking Board by any member or person associated 
with a member; or · _ 

" (C) in the case of a registered clearing agency, with any provi · 
sion of the rules of the clearing agency by any participant. 

" ( i) If a proceeding under subsection (h) ( 1) of this section results 
in the suspension or revocation of the registration of a clearing agency, 
the appropriate regulatory agency fOr such clearing agency may, upon 
notice to such clearing agency, apply to any court of competent· juris
diction specified in section 21 (d) or 27 of this title for the appoint
ment of a trustee. In the event of such an application, the court may, 
to the extent it deems necessary or appropriate, take exclusive juris
diction of such clearing agency and the records and assets thereof, 

, wherever located;. and the ~urt shall appOint the appropriate regu~ 
latory agency for such clearmg agency or ~ person designated by such 
appropriate regulatory agency as trustee with power to take possession 
and continue to operate or terminate the operations of SJICh clearing 
agency in an orderly manner for the protection of participants and 
investors, -subject to such terms and conditions as the court may 
prescribe.". 

SEO. 17. Section 21 of the Securities Exchange Act of 1934 (15 
U.S.C. 78u) is amended as follows: . / 

~1) SubSection (a) 1;hereofis amended to read as follows: ._. . . 
'(a) The Commission' may, in·its discretion,~~ sueb..investi~~ 

tions as it deems neces8ary to determine whether a.ny pel-son h'88 VIo
lated, is violatin~, or is about to violate any provision of this title, the 
rules or regulations thereunder, the rules · of a national securities 
exchange or registered securities association of which such person is a 
mem~rora pe~n~~~t.h·a~~·~!~--~~~ 
clearmg 8.J$6ncy · m whiehsUCk'fJen!!Oli IS a p&l'tiC!p&bt;·tJ!- the rnleaof 
the Municipal 'Seeurities Rulemaking Board, and may require or per- · 
mit any person 'to file 'Yit~ it a statement. in writing, under oatli or 
otherwise as the CommisSion shall determme, as to all the facts and 
ci~~~nces oon~~g. the ~at~r to be inv~igated. ~e Com-

. miSSion IS authonzed m 1ts diSCretion, to publish mformat10n con
cerning any such violations, .and to investigate any facts, conditions, 
practices, or matters which ~t m~~oy deem necessary or proper to aid in 
the enforcement of such provisions, in the prescribing of rules and 
regulations under this title, or in securing information to serve as a 
basis for recommending further legislation concerning the matters to 
which this title relates.". · ~ -

( 2) Subsections (e) and (f) thereof are redesignated (d) and (e), 
r~iv:~ly, and amended to read as follows: . 

'(d) Wherever it shall appear to the Commi~on tnat any person 
is engaged or is about to engage in acts or practices constituting a. 
violation of any provision of this title, the rules or regulations there
under, the rules of a national securities exchange or :registereclsecuri
ties association of which such person is a member or a person associated 
with &:f!lember, ~~e rules of a registered clearing ~gency in '!'¥ch such 
person IS a partiCipant, or the rules of the Muruc1pal Secunt1es Rule-
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making Board, it may in its discretion bring· an action in the proper 
district court of the United States, the United States District Court. 
for the District of Columbia, or the United States courts of any terri
tory or other place subject to the jurisdiction of the United States, to 
enjoin Slich acts or practices, and upon a proper showing a permanent 
or temporary injunction or restraining' order shall be granted without 
bond. The Commission may transmit such evidence as may be avail
able concerning such acts or practices as may constitute a violation of 
any provision of this title or the rules or regulations thereunder to 
the Attorney General, who may, in his discretion, institute the neces
sa2 criminal proce_edings under this title. 

'(e) Upon application of the Commission the district courts of the 
United States the . United States District Court for t;pe District of 

-Columbia, and the United States courts of any territory or other 
place subject to the jurisdiction of the United States shall have juris
diction to issue writs of mp.ndamus, injunctions, and orders command
ing ( 1) any person to comply with the provisions of. this title, the 
rules, regulations, and orders thereunder, the rule8 of a national secu
rities exchange or registered securities association of which such person 
is a member or person associated with a member, the rules of a 
registered clearin~ agency in which such hl_ ;;n .is·a .. ··pa····rt· i.e. i·p. ant., the 
rules of the Municipal Securities Rulema · Boar4i9r any under-
taking contained in a registration statement as provided in subsec
tion (d) of section 15 of this title, ( 2) · any national securities exchange 
or registered securities association to enforce compliance by 1ts 
members ·and persons associated with. its members with the provisions 
9f this title, the rules, regulations, and orders thereunder, and the rules 
of such exchange or association, or ( 3) any registered clearing agency 
to enforce compliance by its participants with the provisions of the 
rules of such clearing agency.". .. . · 

(3) The section is further amended by adding at the.~d thereof 
the following new subsections: . · , · · 

"(f) Notwithstanding any other provision of this title, the Com
mission shall not bring any action pursuant to subsection (d) or (e) 
of this section against any ferson for violation of, or to command 
complianc~ with, the ;_u_ ~es o a se.lf.-regula. ~ry organization unl .. --~-it 
appears to the CommiSSion that {1) such self-regulat6ry orgaruzation 
is unable or unwilling to-take appropriate action against such person 

. in the :public interest and ·for the protection of investors, or (2) such 
action 1s otherwise necessary or appropriate in the public interest or 
for the protection of investol'S. 

"(g) Notwithstanding the provisions of section 1407(a) of title 28, 
United States Code, or any other provision of law, no action for equi
table relief instituted by the Commission pursuant to the securities 
laws shall be consolidated or coordinated with other actions not 
brought by the Commission, even though such other actions may 
involve common questions of fact~ unless such consolidation is ron-

- sented to by the Commission. The term 'securities law~ as used herein 
includes the Securities Act of 1933 ( 15 U.S.C. 77 et seq.), the Securities 
Exchange Act of 1934 ( 15 U.S.C. 78a et seq.), the Puolic Utility Hold
ing Company Act of 1935 (15 U.S.C. 79a et seq.), the Trust Indenture 
Act of 1939 (15 U.S.C. 77aaa et seq.), the Investment Company Act of 
1940 (15 U.S.C. 80a-1 et seq.), the Investment Advisers Act of 1940 
(15 U.S.C. 80b-1 et seq.), and the Securities Investor Protection 
Act of 1970 ( 15 U.S.C. 78aaa et seq.).". 

SEc. 18. Section 23 of the Securities Exchange Act of 1934 ( 15 
U.S. C. 78w) is amended to read as follows: 
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. "RULES, REGULATIONS, AND ORDERS j ANNU~L REPORTS 

"SEc. 23. (a) (1) The Commission, the Board of Governors of the 
Federal Reserve System, and the other agencies enumerated in section 
3(a) (34) of this title shall each have power to make such rules and 
regulations as may be necessary or appropriate to implement the pro
visions of this title for which they are responsible or for the execution 
of the functions vested in them by this titler and may for such pm;
poses classify persons, securities, transactions, statements, applications, 
reports, and other matters within their respective jurisdictions, and 
prescribe greater, lesser, or different requirements for different classes 
thereof. No provision of this title imposing any liabilit;r sh!tll apply to 
any act done or omitted in good faith in conformity with a 'rule, regu
lation, or order ·of the Commission, the Board of Governors of the 
Federal Reserve System, other agency enumerated in section 3(a) (34) 
of this title, any self-regulatory organization, notwithstanding that 
such rule, regulation, or order may thereafter be amended or rescinded 
or determined by judicial or other authority to be invalid for any 
reason.· 

"(2) The Commission, in making rules and regulations pursuant 
to any provisions of this title, shall consider among other matters the 
impact any such rule or regulation would have on competition. 'rhe 
Commission shall not adopt any such rule or regulation which would 
impose a burden on competition not necessary or appropriate in fur
therance of the purposes of this title. The Commission shall include 
in the statement of basis and purpose incorporated in any rule or 
regulation adopted under this title, the reasons for the Commission's 
determination that any burden on competition imposed by such rule 
or regulation is necessary or appropriate in furtheranceof the purposes 
of this title. · 

" ( 3) _The Commission, in making rules and regulations pursuant . 
to any provision of this title, considering anyapplieation for registra• 
tion in accordance with section 19(a) of this title, or reviewing any 
proposed rule change of a self-regulatory organization in accordance 
with section 19 (b) of this title, keep in a public file and make available 
for copying all written statements filed with the Commission and all 
written communications between the Commi$8~ and any pe~ . 
relating to the proposed rule,· regulation, application, or propqsed rule 
change; PrQVided, however, That the Commission shall not be required 
to keep in a public file or make . available for copying any such 
statement or communication which it may withhold from the public in 
accordance with the provisions of section 552 of title 5, United States 
Code. 

"(b) (1) The Commission, the Board of Governors of the Federal 
Reserve System, and the ather agencies enumerated in section 3 (a) ( 34) 
of this title, shall each make an annual report to the Congress on its 
work for the preceding year, and shall include in each such report 
whatever information, data, and recommendations· for further 
legislation it considers advisable with regard to matters within its 
respective jurisdiction under this title. 

" ( 2) The appropriate regulatory agency for a self:regulatocy orga-' 
nization shall include in its annual report to the Congress for each 
fiscal year, a summary of its oversight activities-under this title with 
respect to such self-regulatory organization, including a description 
of any examination conducted as part of such activities of any such 
organization, any material recommendation presented as. part of such 
activities to such organization for changes in its organization or rules, 
and any action by such organization in response to any such 
recommendation. 
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"(3) The appropriate regulatory agency for any class of municipal 
securities dealers shall include in its annual report to the Congress 
for each fiscal year a summary of its regulatory activities pursuant to 
this title with respect to such municipal securities dealers, including 
the nature of and reason for any sanction imposed pursuant to this 
title against any such municipal securities dealer. 

" ( 4) Tha Commission shall also include in its annual report to the 
Congress for each fiscal year-

"(.A.) a summary of the Commission's oversight activities with 
respect to self-regulatory organizations for which it is not tha 
appropriate regulatory agency, including a description of any 
examination of any such organization, any material recommenda
tion :presented to any such organization for changes in its orga
nizatiOn or rules, and any action by any such organization in 
response to any such recommendations; 

"(B) a statement and analysis of the expenses and operations 
of each self~regulatory orWJ:nization in connection with the per
formance of Its r~ponsibilities under this title, f~r which 
purpose data pertammg to such expenses and operatiOns shall 
be made. available by such organization to the Commission at its 
~uest; . -

' (C) beginning in 1975 and ending in 1980, information, data, 
arid recoinmendations with respect to th& ·. develOpment of a 
national system for the prompt and aceurate clearance and settle
ment of securities transactions, including a summary of the regu-

.latory activities, operational capabilities, financial resources, and 
plans of self-regulatory organizations and registered transfer 
agents with respect thereto ; 

"(D) beginnmg in 1975 and ending in 1980, a description of 
the steps taken, and an evaluation of the pro~ made, toward 
the establishment of a national market system2 and recommenda.
tions for further legislation -it considers advJ.Sable with respect 
to such system; 
. "(E) the steps the Commission has taken and the progress it 

has made toward endihg the physical movement of the securities 
certificate in connection with the settlement of securities trans
actions, and its recommendations, if any,• for legislation to elim-
inate the securities certificate; . . 

"(FJ The number of requests for exemptions from.provisions 
of this title received, the number granted, and the basis- upon 
which any such exemption was granted· 

" (G) a summary of the Commission;s regulatory activities with 
respect to municipal securities dealers for which it is not the 
appropriate re¥lllatory agency, including the nature of, and reason 
for, a_ny sanction imposed in proceedings against such municipal 
secunties dealers; -

"(H) beginning in 1975 and ending in 1980, a descriptioJ?. o! the 
effect the absence of any schedule or fixed rates of commiSSions, 
allowances, discounts, or other feea to be charged by members for 
effecting transactions on a national securities exchange is having 
on the maintenance of fair and orderly markets and. the develop-
ment of a national market system for securities; . ' · " 

"(I) a statement of the time elaJ.>sed between the filing of 
reports pursuant to section 13(f) of this title and the public av,ail
ability of . the information contained therein, the costs involved 
in the Commission's. processing of such reports and tabulating 
such information, the manner in which the Commission uses such 
information, and the steps the Commission has taken and the 

\ 

\ 
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progress it has made toward requiring such reports to be filed and 
such information to be made available to the public in machine 
language; . . 

"(J) information concerning (i) the effects its rules and regu
lations are having on the viability of small brokers and dealers; 
(ii) its attempts to reduce any unnecessary reporting burden on 
such brokers and dealers; and (iii) its efforts to help to assure the 
continued participatipn of small brokers and dealers in the United 
States securities markets; al!d . 

"(K) a statement detailing its administration of the Freedom 
of Information Act, section 552 of title 5, United States Code, 
including a copy of the report filed pursuant to subsection (d) 
of such section. 

" (c) The Commission, by rule, shall prescribe the procedure appli
cable to every case pursuant to this title of adjudication (as defined 
in section 551 of title 5, United States Code) not required to be deter
mined on the record after notice and opportunity for hearing. Such 
rules shall, as a minimum, provide that prompt notice shall be given 
of any adverse action or final disposition and that such notice and 
the entry of any order shall be accompanied by a statement of writ
ten reasons.". 

SEc. 19. Section 24 of. the Securities Exchange Act of 1934 (15 
U.S.C. 78x) is amended to read as follows: 

/ 

"PUBLIC "AVAILABILITY OF INFORMATION 

"SEc. 24. (a) For purposes of section 552 of title 5, United States 
Code, the term 'records' includes all applications, statements, reports, 
contracts, correspondence, notices, and other documents filed with or 
otherwise obtained by the Commission pursuant to this title or other-
wise. · · 

"(b) It shall be unlawful for any member, officer, or employee of· 
the Commission to disclose to any person other than a member, officer, 
or employee of the Commissio~, or to use for personal benefit, any 
informatiOn cont~ined in any application, statement, report, contract, 
correspondence, notice, or other document filed with or otherwise 
obtained by the Commission (1) in contravention-of the rules and reg
ulations of the Commission under section 552 of 'fitle 5, United States 
Code, or (2) in circumstances where the Commission hasaetermined 
pursuant to.such rules to accord confidential treatment to such infor
mation. Nothing in this subsection shall authorize the Commission to 
withhold information from the Congress.". 

SEc. 20. Section . 25 of the Securities Exchange Act of 1934 ( 15 
U.S.C. 78y) is amended to read as follows: -

"COURT REVIEW OF ORDERS AND RULES 

"SEc. 25. (a) (1) A person aggrieved by a final order ,of the Com
mission entered pursuant to. this title may obtain review of the order 
in the United States 'Court of Appeals for the circuit in which he 
resides or has his principal place of business, orfor the District of 
Columbia Circuit, by filing iri such court, withjn sixty days after the 
entry of the order, a written petition requesting that the order be 
modified or set aside in whole or m part. . 

"(2) A copy of the petitio.n shall be transm. itted. forthwith by .. the 
clerk of the court to a member of the Commission or an officer desig~ 
nated by the Commission.forthat purpose. Thereupon the Commission 
shall file in the court the record on which the order complained. of 
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is entered, as provided in section 2112 of title 28, United States Code, 
and the Federal Rules of Appellate Procedure. 

"(3) On the filing of the petition, the court has jurisdiction, which 
becomes exclusive on the filing of the record, to affirm or modify and 
enforce or to set aside the order in whole or in part. 

" ( 4) The findings of the Commission as to the facts, if supported by 
substantial evidence, are conclusive. · 

" ( 5) If either party applies to the court for leav~ to adduce addi
tional evidence and shows to the satisfaction of the court that the addi
tional evidence is material and that there was reasonable ground for 
failure to adduce it before the Commission, the court may remand the 
case to the Commission for further proceedings, in whatever manner 
and on whatever conditions the court considers appropriate. If the case 
is remanded to the Commission, it shall fil~ in the court a supplemental 
record containing any new evidence, any further or modified findings, 
and any new order. 

"(b) (1) A person adversely affected by a rule of the Commission 
promulgated pursuant to section 6, 11, llA, 15 (c) ( 5) or ( 6), 15A, 1 '7 
1'7A, or 19 of this title may obtain review of this rule in the Unit~ 
States Court of Appeals for the circuit in which he resides or hru;; his 
principal place of business or for the District of Columbia Circuit, by 
filing in such court, within sixty--days after the promulgation of the 
rule, a written petition requesting that the rule be set aside. 

"(2) A copy of the petition shall be transmitted forthwith by the 
clerk of the court to a member of the Commission or an officer desig
nated for that purpose. Thereupon, the Commission shall file in tM 
court the rule under review and any documents referred to therein, 
the Commission's notice of proposed rulemaking and any documents 
referred to therein, all written submissions and the transcript of any 
oral presentations in the rulemaking, factual information not included 
in the foregoing that was conside~ed by the Commission in the promul
gation of the rule or proffered by the Commission a;s pertinent to the 
rule, the report of any advisory committee received or considered by 
the Commission in the rulemaking, and any other materials prescribed 
by the court. . 

"(3) On the filing of the petition, the court has j~risdiction, which 
becomes exclusive on the filing of the materials set forth in paragraph 
( 2 2 of this subsection, :to affirm e.nd enforce or to set aside the rule. 

' ( 4) The findings of the Commission as to the facts identified by 
the Commission as the basis, in whole or in part, of the rule, if sup
ported by substantial evidence, are conclusjve. The court shall affirm 
and enforce the rule unless the Commission's action in promulgating 
the rule is found to be arbitrary, capricious, an abuse of. discretiOn, or 
otherwise not in accordance with law; contrary to constitutional ri~ht, 
power, privilege, or immunity; in excess of statutory jurisdiction, 
authority, or limitations, or short of statutory right; or without observ
ance of procedure required by law. 

''(5) If proceedings have been instituted under this subsection in 
two or more courts of appeals with respect to the same rule, the Com
mission shall file the materials set·forth in paragraph (2)· of this sub
section in that court in which a proceeding was first mstituted. The 
other courts shall there1Ipon transfer all such proceedings to the court 
in which the materials have been filed. For the convenience of the 
parties in the interest of justice that court may thereafter transfer all 
the proceedings to any other court of appeals. 

"(c) (1) No objection to an order or rule of the Commission, for 
which review is sought under this section, may be considered by the 
court unless it was urged before the Commission or there was reason-
able ground for failure to do so. ~ . 
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" ( 2) The filing of a petition under this section does not operate as a 
stay of the Commission's order or rule. Until the court's jurisdiction 
becomes exclusive, the Commission may stay its order or rule pending 
judicial review if it finds that justice so requires. ,After the filmg of a 
petition under this section, the court, on whatever conditions may be 
reqvired and to the extent necessary to prevent irreparable injury, 
may issue all necessary and appropriate process to stay the order or 
rule or to preserve status or rights pending its review; but (notwithJ 
standing section 705 of title 5, United States Code) no such process 
may be issued by the court before the filing of the record or the mate
rials set forth in subsection (b) ( 2) of this section unless : (A) the 
Commission has denied a stay or .failed to grant requested relief, (B) 
a reasonable period has exp!red since the filing of an application for a 
stay without a decision by the CommiSsion, or. (C) there was reason
able ground for failure to apply to the Commission. 

" ( 3) When the same order or rule is the subject of one or more peti
tions for review filed under this section and an action for enforcement 
filed in a district court of the United States under section 21 (d) or (e) 
of this title, that court in which the petition or the action is first filed 
has jurisdiction with respect to the order or rule to the exclusion of 
any other court,- and thereupon all such ~roceedings shall. be ~rans
ferred to that court; but, for the c~vemence of the parties m the 
interest of justice, that court may thereafter transfer all the proceed-. 
ings to any other court of appeals or district court of the United 
States, whether or not a petition for-.review or an action for enforce
ment was originally filed in the transferee court. The scope of review 
by a district court under section 21 (d) or (e) of this title is in all cases 
the same as by a court of appeals under this section. 

" (d) ( 1) For purposes of the preceding subsections of this section, 
the term 'Commission' includes the agencies enumerated in 8ection 
3(a) (34) of this title insofar as such agencies are acting pursuant to 
-this title. , . • .. .. ··· . 

"(2). For purposes of subsection (a){4l~'tJtiasootlonand 8ection 
706 of title 5, United States Code, an order of the Commission pur
suant to section 19 (a) of this title denying registration to a clearing 
agency for which the Commission is not the appropriate regulatory 

agency or. pursuant··· t·o .. se·c. t·.ion 1. 9(b). o·f·t· h ... is ... t·i.tle·. d i.·.sappro .. v ... i .. !Jg· .... a. p.····r.oposed rule change by such a cleanng agency shall be deemed t(Lbe an 
order of the appropriate regulatory agency· for such clearing agency 
insofar as such otder was entered by reason of a detennination by such 
appropriate regulatory agency pursuant to section 19(a) (2) (C) or 
19(b) (4) (C) of this title that such registration or proposed rule' 
change would be inconsistent with the safeguarding of securities or 
funds.". 
. SEc. 21. Section 28 of the Securities Exchange Act of 1934 ( 15 
U.S.C. 78bb) is amended as follows: · 
. ( 1) Subsection (b) thereof is amended to tead as follows: 

"(b) Nothing in this title shall be construed to modify existinglaw 
with regard to the binding e:ffect (1) on any member of or partimpant 
in any self-regulatory organiz~ttion of any action taken by the author
ities of such organization to settle disputes between its members or · 
parti?ipants, (2) _ oii any ~unicipal securities dealer or municipal 
securities broker of any actiOn taken pursuant to a procedure estab
lished by the Municipal Securities Rulemaking Board to settle dis
putes between municipal securities dealers and municipal securities 
brokers, or (3) of any action described in paragraph (1) or (2) on 
any person who has agreed to be bound thereby.". 

(2) The section is further amended by adding at the end thereof 
the following new subsections: · . 
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" (c) The stay, setting aside, or modification pursuant to section 
19 (e) of this title of any disciplinary sanction imposed by a self-regu
latory organization or a member thereof, person associated with a 
member, or participant therein, shall not affect the validity or force 
of any action taken as a result of such sanction by the self-regulatory 
organization prior to such stay, setting aside, or modification: Pro
vided, That such action is not incoJ:lSistent with the provisions of this 
title or the rules or regulations thereunder. The rights of any person 
acting in good faith which arise out of any such action shall Iiot be 
affected in any way by such stay, setting aside, or modification. 

" (d) No State or political subdivision thereof shall impose any tax 
on any change in beneficial or record ownership of securities effected 
through the facilities of a registered clearing agency or registered 
transfer agent or any nominee thereof or custodian therefor or upon 
the delivery or transfer of securities to· or through or receipt from 
such agency or agent or any nominee thereof or custodian therefor, 
unless such change is beneficial or record ownership or such transfer 
or delivery or receipt would otherwise be taxable by such State or 
political subdivision if the facilities of such registered clearing agency, 
registered transfer agent, or any nominee thereof or custodian therefor 

. were not physically located in the taxing State or political subdivision. 
No State or political subdivision thereof shall impose any ta.x on. 
securities which are depositedin or retained by a registered clearing 
agency, registered transfer agent, or any nominee thereof or custodian 
therefor, unless such §ecUrities would otherwise he taxable by such 
State or political subdivision if the facilities of such registered clear
ing agency, registered transfer agent, or any nominee thereof or cus
todian therefor were not physically located in the taxing State or 
political subdivision. 

" (e) ( 1) N Q person using the mails, or any means or instrumentality 
of interstate commerce, in the exercise of investment discretion with 
respect to an account shall be deemed to have acted unlawfuliy or to 
have breached a fiduciary duty under State or Federal law unless 
expressly provided to the contrary by a law enacted by the Congress 
or any State subsequent to the date of enactment of the Securities Acts 
Amendments in 1975 solely by reason of his having cau~dthe ac;JCOunt 
to pay a member of an exchange, broker, or dealer an amount of 
commission for effecting a securities transaction iii excess of the amount 
of commission another member of an exchange, broker, or dealer would 
have charged for effecting that transaction, if such person deter
mined in good faith that such amount of commission was reasonable 
in relation to the value of the brokerage and research services pro
vided by such member, broker, or dealer, viewed in terms of either that 
particular transaction or his overall responsibilities with respect to the 
accounts as to which he exercises investment discretion. This subsection 
is exclusive and plenary insofar as conduct is covered by the foregoing, 
unless otherwise expressly provided by contract: Provided, lwWever, 
That nothing in this subsection shall be construed to impair or limit 
the power of the Commission under any other provision of this title 
or otherwise. · 

" ( 2) A person exercising investment discretion with respect to 
an account shall make such disclosure of his policies and practices 
with respect to commissions that will be paid for effecting securities 
transactions, at such times and in such manner, as the appropriate 
regulatory agency, by rule, may prescribe as necessary or appropriate 
in the public interest or for the protection of investors. 

" ( 3) For purposes of this subsection a person provides brokerage 
and research services insofar as he-- · 
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"(A) furnishes advice, either directly or through publications 
or writings, as to the value of securities, the advisability of 
investing in, purchasing, or selling securities, and the avail
ability of securities or purchasers or sellers of securities; 

"(B). furnishes analyses and reports concerning issuers, indus
tries, securities, economic factors and trends, portfolio strategy, 
and the performance of accounts; or 

" (C) effectS securities transactions and performs fwtctions 
incidental thereto (such as clearance, settlement, and custody) or 
required in connection therewith by rules of the Commission or a 
self-regulatory organization of which such person is a member 
or person associated with a member or in which such person is a 

, participant.". ' 
SEC. 22. Section 31 of the Securities Exchange Act of 1934 (15 

U.S.C. 78ee) is amended to read as follows: 

"TRANSACTION FEES 

"SEC. 31. Every national securities exchange shall pay to the Com· 
mission on or before March 15 of each calendar year a fee in an amount 
equal to one three-hundredths of 1 per centum of the aggregate dollar 
amount of the sales of securities (other than bondS, debentures, and 
other evidences·of indebtedness) transacted on such national securities 
exchange during each preceding calendar year to which this section 
applies. Every registered broker and dealer shall pay to the Commis
sion on or before March 15 of each calendar year a fee in an amount 
equal to one three-hundredths of 1 per centmn of the aggregate dollar 
amount of the sales of securities registered on a national securities 
exchange (other tha.n bonds, debentures, and other evidences of 
indebtedness) transacted by such broker or dealer otherwise than on 
such an exchange during each preceding calendar year: Provided, 
lwwev~r, That no payment shall be required for any calendar year in 
which such payment would be less than one hundred dollars. The Com
mission, by rule,.may exempt any sale of securities or any class of sales 
of securities from any fee imposed by this section, if the Commission 
finds that such exemption is consistent with the public interest, the 
equal regulation of markets and brokers and dealers, and the develop
ment of a nationalmarket system.". · . · . 

SEc. 23. ~tion 32 of the Securities Exchange Act of 1934 (15 
u.s. c. 78ff) is amended as follows: 

( 1) Subsection · (a) thereof is amended by inserting after the phrase 
"section 15 of this title" the following: "or by any self-regulatory 
organization in connection with an application for membership or 
participation therein or to become associated with a member 
thereof,". 

(2) Subsection (c) thereof is deleted. 
S:Ec. 24. The Securities Exchange Act of 1934 ( 15 U.S.C. 78a et seq.), 

is amended by adding at the end thereof the following new section: 

"AUTHORIZATION OF APPROPRIATIONS 

"SEc. 35. There are hereby authorized to be appropriated to carry 
out the functions, powers, and duties of the CommissiOn not to exceed 
$51,000,000 for the fiscal year ending June 30, 1976 and not to exceed 
$55,000,000 for the fiscal year ending September 30, 1977. For fiscal 
years succeeding the 1971 fiscal year, there may be appropriated such 
sums as the Congress may hereafter authorize by law.". 
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SEC. 25. The Act entitled "An Act to authorize the Securities and 

Exchange Commission to delegate certain functions", approved 
August 20, 1962 ( 15 U.S.C. 78d-1 (b) ) , is amended as follows : 

( 1) The last sentence of subsectiOn (a) of the first section thereof_ 
is amended by striking the phrase "any rule, regulation, or order 
pursuant to section 19 (b)" and inserting in lieu thereof "any rule 
pursuant to section 19 (c) ". 

(2)Subsection (b) ohhe first section thereof is amended to read as 
follows: 

"(b) With respect to the delegation of any of its functions, as 
provided in subsection (a) of this section, the CoiiUilission shall retain 
a discretionary right to review the action of any such division of the 
Commission, mdividual Comp1issioner, hearing examiner, employee, 
or employee board, upon its own initiative or upon petition of a party 
to or mtervenor in such actionl within such time and in such manner 
as the Commission, by rule, shall prescribe : Provided, however, That 
the vote of one member of the Commission shall be sufficient to b~g 
any such action before the Commission for review: A 'lid 'JYI'Ovided 
further, That a .person or party shall be entitled to review by the Com
mission if he or it is adversely affected by action at a delegated level 
which ( 1) denies any request for action p .. ursuant. to $eetion 8 (a) or 
section 8 (c) of the Securities Act of 1933 or the first sentence of section 
12(d) of the Securities Exchange Act of 1934; (2) suspends trading 
in a security pursuant to section 12(k) of the Secunties Exchange Act 
of 1934; or ( 3) is pursuant to any provision of the Securities Exchange 
Act of 1934 in a case of adjudication, as defined in section 551 of title 
5, United States Code, not required by that Act to be determined on 
the record. after notice and opportunity for hearing (except to the 
extent there is involved a matter described in section 554(a) (1) 
through (6) of title 5, United States Code)~". 

SEc. 26; Section 9 (c) of the Securities Investor Protection Act of 
1970 (15 U.S.C. 78ih(c)) is .amended to read as. fo]Jows: . 

" (c) INSPECTIONs . .....-The self-rei.!Ulatory orgamzabon of whiCh a . 
member of SIPC is a member shall inspect or examine such member 
for compliance with applicable financial responsibility rules, except 
that if a member of SIPC is a member of more than one self-re~a
tory organization, the Commission, pursuant to section 17 (d) ol the 
1934 Act, shall designate one of ~uch self-regulatory organizations 
as responsible for the examination of such :member for compliance 
with applicable financial responsibility rules.". 

SEc. 27. (a) Section 24 of the Securities Act of 1933 (15 U.S.C. 
7'7x) is amended by changing the figure "5,000" to "10,000". 

(h) Section 32(a) of the Securities Exchange Act of 1934 (15 
U.S.C. 781f (a)) is amended by changing the phrase "or imprisoned 
not more than two years" to read "or imprisoned not more than five 
years". 

(c) Section 29 of the Public Utility Holding Company Act of 1935 
( 15 U.S.C. 79z-3) is amended by changing the phrase "or imprisoned 
not more than two years" to read "or rmprisoned not more than five 
years". . 

(d) Section 325 of the Trust Indenture Act of 1939 ( 15 U.S.C. 
'l'lyyy) is amended by changing the figure "$5,000" to "$10,000". 

(e) Section 49 of the Investment Company Act of 1940 (15 U.S.C. 
80a-48) is amended by changing the phrase "or imprisoned not more 
than two years" to read "or imprisoned not more than five years". 

(f) Section 217 of the Investment .Advisers Act of 1940 (15 U.S.C. 
80b-17) is amended by changing the phrase "imprisoned for not more 
than two years" to read "imprisoned for not more than five years". 



8.249-68 

SEc. 28. The Investment Company Act of 1940 (15 U.S.C. 80a-15) 
is amended as follows : 

( 1) Section 15 thereof is amended by adding at the end thereof the 
following new subsection : 

"(f) (1) An investment adviser, or a corporate trustee performing 
the functions of an investment adviser, of a registered investment 
company or an affiliated person of such investment adviser or corpo
rate trustee may receive any amount or benefit in connection with a 
sale of securities of, or a sale of an.y other interest in, such investment 
adviser or corporate trustee which· results in an assignment of an 
investment advisory contract with such company or the change in 
control o£ or identity of such corporate trustee, if-

"(A) for a period of three years after the time ofsuch action, 
at least 75 per centum of tne members of the board of directors of 
such registered company or such corporate trustee (or successor 
thereto, by reorganizatiOn or otherwise) are not ( i) interested 
persons of the investment adviser of such company or such cor
porate trustee, or ( ii) interested persons of the predeceSSor invest
ment. adviser or such corporate trustee~ and 

"(B) there is not imposed an unfair burden on such company 
as a result of such transaction or any express or implied terms, 
conditions, or understandings applieable thereto. 

" ( 2) (A) For the purpose. of paragraph ( 1) (A) of this subsection, 
interested persons of a corporate trustee shall be determined in accord
ance with section 2(a)(19) (B): Provided, That no person shall be 
deemed to be an interested person of a corporate trustee solely by 
reason of (i) his being a member of its board of directors or advisory 
board or (ii) his membership in the immediate family of any person 
specified in clause (i) of this subparagraph. 

"(B) For the purpose of paragraph (1) (B) of this subsection, an 
unfair burden on a registered investment company includes any 
arrangement, during the two-year period after the date on which any 
such transaction occurs, whereby the investment adviser or corporate 
trustee or predecessor or successor .innstmerit ·advisers or corporate 
trustee or any interested person of any such adviser or any such cor
porate trustee receives or is entitled to receive any compensation 
directly or indirectly ( i) from any per·so· .n.·. in co. nn. ec. tion with th. e pur
chase or sale of securities or other pro~y to, from, or. on beha~f ~ 
such company, other than bona fide orainary compensation as prmci-

. pal underwriter for such company, or ( ii) froin such company or its 
secu~ity holders for other than bona fide investment advisory or other 
services. 

"(3) If- / 
" (A) an assignment of an investment advisory contract with a 

registered investment company results in a successor investment 
adviser to such company, or if there is a change in control of or 
identity of a corporate trustee of a registered investment com
pany, and such adviser or trustee is then an investment adviser or 
corporate trustee with respect to other assets substantially greater 
in amount than the amount of assets of such company, or 

"(B) as a result of a merger of, or a sale of substantially all 
the assets by, a registered investment company with or to another 
registered investment company with assets substantially greater 
in amount, a transaction occurs which would be subject to para
graph (1) (A) ofthis subsection. 

such discrepancy m size of assets shall be considered by the Commis
sion in determining whether or to what. extent ari application under 

. section 6(c) for exemption from the provisions of paragraph (1) (A) 
should be granted. . 
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" ( 4) Paragraph ( 1) (A) of this subsection shall not apply to a 
transaction in which a controlling block of outstanding voting securi
ties of an investment adviser to a registered investment company or of 
a corporate trustee performing the functions of an investment adviser 
to a registered. investment company is-

"(A) distributed to the public and in which there is, in fact, 
no change in the identity of the persons who control such invest
ment adviser or corporate trustee, or 

"(B) transferred to the investment adviser or th~ corporate 
trustee, or an affiliated person or persons of such mvestment 
·advis~r or corporate trustee, or is transferred from the investment 
·adviser or corporate trustee to an affiliated person or persons of 

· the investment adviser or corporate trustee: Provided, That ( i) 
each transferee (other than such adviser or trustee) is a natural 
person and ( ii) the transferees (other than such adviser or trustee) 
owned in the aggregate more than 25 per centum of such vot
ing securities for a period of at least six months prior to such 
transfer.". 

(2) Section 15(c) thereof is amended by adding at the end thereof 
a new sentence as follows: "It shall be unlawful for the directors of a 
registered investment company, in connection with their evaluation 
of the termf? of any contract whereby a person undertakes regularly to 
serve or act as investment adviser of such company, to take into account 
the purchase price or other consideration any person may have paid · 

· in connection with a transaction of the type referred to in paragraph 
(1), (3), or (4) of subsection (f).". 

( 3) Section 16 thereof is amended as follows: 
(A) in the first sentence of subsection (b) by striking out "The 

provisions of subsection (a) of this section" and insertmg in lieu 
thereof "The foregoing provisions of this section"; · 

(B) by redesignating subsection (b) as su~ction (c), striking 
out "this subsection (b)" therein, and insertiwJ in _lieu thereof 
"this subsection (c)"; ancl · . · · · · · • 

{C) by adding after subsection· (a) the roof the following new 
subsection:· 

"(b) 1\.ny vacancy on the board of directors of a registered invest
ment company which occurs in conneption with CQJUpliance with sec
tion 15(f) (1) (A) and which must be.filled by a peJ$Qn who is not an 
interested person of either party to a transaction subject to section 

· 15(f) (1) (A) shall be filled only by·a person (1) who has been selected 
and proposed for election by a majority of the directors of such com
pany who are not such interested persons, and (2) who has been elected 
by the holders of the outstanding voting securities of such company, 
except that in the case of the death, disqualification, or bona fide res
ignation of a director selected and elected pursuant to clauses (1) 
and (2) of this subsection (h), the vacancy created thereby may be 
filled as provided in subsection (a).". 

(4) Section 13(b), 15(d), 18(i), and 32(a) thereof -are amended 
by striking out the phrases "subsection (b) of section 16" and "section 
16 (b)" wherever they occur and inserting in lieu thereof "section 
16(c)". -" . 

( 5) Section 10 (e) thereof is amended to read as follows : 
" (e) If by reason of the death, disqualification, or bona fide resigna

tion of any director or directors, the requirements of the foregoing 
provisions of this section or of section 15(f) (1) in respect of directors 
shall not be met by a registered investment company, the operation of 
such provision shall be suspended as to such registered company-
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" ( 1) for a period of thirty days if the vacancy or vacancies may 
be filled by action of the board of directors; 

"(2) for a period of sixty days if a vote of stockholders is 
re~uired to fill the vacancy or vacancies; or 

' ( 3) for such longer period as the Commission may prescribe, 
by rules and regulations upon its own motion or by order upon 
applic~tion, as not ii.J.Consistent with th~ protection of investors.". 

( 6) SectiOn .9 thereof IS amended by addmg at the end thereof the 
following new subsection : · 

"(d) For the purposes of subsection (a) through (c) of this sec
tion, the term 'investment adviser' includes a corporate or other trustee 
performing the functions of an investment adviser.". 

(7) Section 36 thereof is further amended by adding at the end 
thereof the following new subsection : 

"(d) For the purposes of subsections (a) through (c) of this sec~ 
tion, the term 'investment adviser' includes a corporate or other trus
tee performing the functions of an investment adviser.". 

SEc. 29. The Investment Advisers Act of 1940 (15 U.S.C. SOb) is 
amended as follows : 

( 1) Subsection (c) of section 203 thereof is amended to read as 
follows: 

"(c) (1) An investment adviser, or any person who presently con
templates becoming an investment adviser, may be registered by fil
ing with the Commission an application for registration in such form 
and containing such of the following information and documents as 
the Commission, by rule, may prescribe as necessary or appropriate 
in the public interest or for the protection of investors: . 

" (A) the name and form of organization under which the 
investment adviser engages or intends to engage in business; the 
name of the State or other sovereign power under which such 

, i~vestme~t adviser is organized; the loca.tion of his orit8 prin
cipal busmess office and branch o~<if·any~ ~ umes and 
addresses of his or its partners, officers, directors, and persons 
performing similar functions or, if such an investment adviser 
be an individual, of such individual; and the number of his or 
its employees; . ..· · 

"(B) the education, the .b~dlliatio~.·fQJ: ... tl;l~·pa.st.,~ 
ye,.ars, and the present business afliliations of 81leh investment 
adviser and of his or its partners, officers, directors, and persons 
performing similar functions and of any controlling person 
thereof; 

"(C) the nature of the business of such investment adviser, 
including the IU&IlDcer of giving advice and rendering analyses 
or reports; "\. 

"(D) a balance sheet certified /by an independent public 
accountant and other financial statements (which shall, as the 
Commission specifies, be certified) ; · -.. 

" (E)· the nature and scope o_f the authority of such investment 
adviser with respect to clients' funds and accounts; 

"(F) the bas1s or bases upon which such investment adviser is 
compensated; 

"(G) whether such investment a~viser, or any person associ
ated with such investment adviser, is subject to any disqualifica
tion which would be a basis for denial, 'Suspension, or revocation 
of registration of such investment adviser under the provisions of 
subsection (e) of this section; and · 

"(H) a statement as to whether the principal business of such 
investment adviser consists ·or is. to consist of acting as invest-

\ 
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ment adviser and a statement as to whether a substantial part 
of the business of such investment adviser, consists or is to consist 
of rendering investment supervisory services. · 

"(2) Within forty-five days of the date of the filing of such appli
cation (or within such longer period as to which the applicant con
sents) the Commission shall-

" (A) by order grant such registration; or 
"(B) institute proceedings to determine whether re~stration 

should be denied. Such proceedings shall include notice of the 
grounds for denial under consideration and opportunity for hear
ing and shall be concluded within one hundred twenty days of 
the date of the filing of the applicationfor registration. At the 
conclusion of such proceedings the Commission, by order, shall 
grant or deny such registratiOn. The Commission may extend 
the time for conclusion of such proceedings for up to ninety days 
if it finds ~ood cause for such extension and publishes its reasons 
for so findmg or for such longer period as to which the applicant 
consents. 

The Commission shall grant such registration if the Commission finds 
that the requirements of this section are satisfied. The Commission 
shall deny such registration if it does not make such a finding or if 
it finds that if the appli~ant were so registered, its registration woul<i 
be subject to suspension or revocation under subsection (e) of this 
section.". 

(2) Subsection (e) of section 203 thereof, is amended to read as 
follows: 

" (e) The Commission, by order, shall censure, place limitations on 
the activities, functions, or operations of, suspend for a ;period not 
exceeding twelve months, or revoke the registration of any mvestment 
adviser if it finds, on the record after notice and opportunity for hear
ing, that such censure, placing of limitations, suspension, or revoca
tion is in the public interest·and that such investment adviser, or any 
person associated with such invest:rpent adv~r, whether prior to or 
subsequent to ~ng so a,ssoeia~- ; · · ' . 

" ( 1) has willfully made or caused to be made in any application 
for registration or report required to be filed with the Commis
sion under this title, or in any proceeding before the Commission 
wit. h.resp~t.~ registrati~n, any statem~nt.which.w~ a .. t the_t~e 
and m the hght of the Clrcumsta.n:ces under which 1t. was made 
:false or misleading with respect to any material fact, or has 
omitted to state in any such application or report any material 
fact which is required to be stated therein. 

"(2) has been convicted within ten yearS preceding the filing 
of any application for registration or at any time thereafter of 
any felony or misdemeanor which the Commission finds-

"(A) involves the purchase or sale of any security, the 
taking of a false oath, the making of a false report, bribery, 
perjury, burglary' or conspiracy to commit any .such offense; 

"(B) arises out of the conduct of the business of a broker, 
dealer, municipal securities dealer, investment adviser, bank, 
insurance . company, QI:- fiduciary; 

"(C) involves the larceny, theft, robbery, extortion, for
gery, counterfeiting, fraud~lent conc~l~ent~ embezzlement, 
fraudulent conversiOn, or m1sappropnat10n of funds or secu-
rities· or · · ·· 

. l . . . . 

"(D) involves the violation of section 152, 1341, 1342, or 
1343 or chapter 25 or 47 of title 18, United States Code. 

~'(3) is permanently or temporarily enjoined by order, judg
ment, or decree of anycourt of competent jurisdiction from acting 
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as an investment adviser, underwriter, broker, dealer, or municipal 
securities dealer, or as an affiliated person or employee of any 
investment company, bank, or insurance company, or from engag
ing in or continuing any condu(lt or J?raetice in connection with 
any such activity, or in connection w1th the purchase or sale of 
anx security. 

' ( 4) has willfully violated any provision of the Securities Act 
of 1933, the Secunties Exchange Act of 1934, the Investment 
Company Act of 1940, this title, or the rules or regulations under 
any such statutes or any rule of the Municipal Securities Rule
making Board, or is unable to comply with any such provision. 

" ( 5) has willfully a.ided, abetted, counseled, commanded, 
induced, or procured tbe violation by any other person of any pro-

/ vision of the Securities Act of 1933, the Securities Exchange Act 
of 1934, the Investment Company Act of 1940, this title, the rules 
or regulations under any of such statutes, or the rules of the 
Municipal Securities Rulemaking Board, or has failed reasonably 
to supervise, with a view to preventing violations of the provisions 
of such statutes, rules, and regulations, another J?8rson who com
mits such a violation, if such other person is subJect to his super
vision. For the purposes of this paragraph (5) no person shall 
be deemed to have failed reasonably to supervise any person, if-:-

"(A) there have been established procedures, and a sys
tem for applying such procedures, which would reasonably be 
expected to prevent and. detect, insofar as practicable, any 
such violation by such other person, and 

"(B) such person has reasonably discharged the duties 
and obligations incumbent upon him by reason of such pro
cedures and system without reasonable cause to believe that 
such procedures and system were not being complied with. 

"(6) is subject to an order of the Commission entered pursu
ant. to subsoo. tion (f) of this section. barring. o. r suspending the 
right of such person to be associated with an investment adviser. 
which order is in effect with respect to such person.". 

(3) Subsection (f) of section 203 thereof is amended to read as 
follows: · . 

"(f) The Commission,·by order, shall censure or plaee limitations 
on the activities of any person associated or seeking. to become ft.li!SOCi• 
ated with an investment adviser, or ~nd for a period not exceeding 
twelve months or bar any such J?0rson from being associated with an 
investment adviser, if the Commission finds, on the record after notice 
anq opportunity for hearing, that such censure, placing oflimitations, 
suspension, or bar is in the public interest and that such person has 
committed or omitted any aet or omission enumerated in paragraph 
( 1), ( 4), or ( 5) of subsection (e) of this sootion or has beeii convicted 
of any offense specified in paragraph (2) of said subsection (e) within 
ten years of the commencement of the proceedings under this subsec
tion, or is enjoined from any action, conduct, or practice specified in 
paragraph (3) of said subsection (e). It shall be unlawfUl for any 
person as to whom such an order suspen~ or barring him from 
being associated with an investment adviser 1s in effect willfully to 
become, or to be, associated with an investment. advisel\ without the 
consent ofthe Commission, and it shall be unlawful for any investment 
adviser to permit such a person to become, or remain, a person ass(l
ciated with him without the consent of the Commission, if such invest
ment adviser knew, or in the exercise of reasonable care, should have 
known, _of such order.". 
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( 4) Section 203 thereof is further· amended by striking out subsec
tion (g). thereof and redesignat~g subsections (h) and ( 1) thereof as 
subsectiOns (g) and(h), respectively; 

( 5) Section 204 thereof is amended to read as follows : 
"SEC. 204. Every investment adviser who makes use of the mails or 

of any means or instrumentality of interstate commerce in connection 
with his or its business as an investment adviser (other than one 
specifically exempted from registration pursuant to section 203 (b) 
of this title) , shall make and keep for prescribed periods such records 
(as defined in section 3(a) (37) of the Securities Exchange Act of 
1934), furnish such copies thereof, and make and di~minate such 
reports as the Commission, by rule, may prescribe as necessary or 
appropriate in the public interest or for the protection of investors. 
All records (as so defined) of such investment advisers are subject 
at any time, or from time to time, to such reascinable periodic, special, 
or other examinations by representatives of the Commission as the 
Commission deems necessary or appropriate in the public interest 
or for the protection of investors.''. · · 

SEc. 30. Section 4 of the Securities Act of 1933 (15 U.S.C. 71(d)) 
is amended by addi~ at the end thereof the following new paragraph : 

"(5) (A) TransactiOns involving offers or sales 'of one or more 
promissory notes directly seeured_by a first li«m on a single parcel of 
real estate upon which-Is located a dwelling or other residential or 
commercial structure, and participation interests in such notes-

"(i) where such securities are ori~inated by a savings and loan 
association, savings bank, commermal bank, or similar banking 
institution which is supervised and examined by a .Federal or 
State authority, and are offered and sold subject to the following. 
conditions : · · 

" (a) the minimum aggregate sales price per purehaser shall 
not be less than $250,000; · 

"(b) the purchaser shall ay cash.eitherat.t!tetime of t}le 
sale or within si:x:ty .~YI! . . .... ·.. t· .· ; ·. . .··.· .. :· ... · 
· .. " (c) each ~shall · · y for own account only; or 

" ( ii) where such securities are originated by a mortgagee 
approved by the Secretary of Ho~. and Urkn Development 

. p.·.u .. rs .. ··u·· ..... Ml ... · ..... t to.·.··.··.~''".· J . . ·. ·· .. ~1,1'.~.'.. ..· Jlo··.~ . . '·.•·.1A. ~t · ~ ·tt;N'o~ or . . f-0· tbcf. speCified lll 
subparagraph (A)(i) to ,a.Ji'Y institution d~l'i in such sub

. paragraph or to any insurance company-supjeetto the supervision 
of the insurance commissioner,.or any a~ncy or-ofticer_perf.orming 
like function, of any State or territory of the United States or the 
District of Columbta, or the Federal Home· Loan Mortgage Cor
poratiQn, the F~eral National M.ort. ga~ Association, or the 
Government National Mortgage· AssoCiatwn. 

"(B) Transactions between any of the entities described in sub
paragraph (A) ( i) or (A) ( ii) hereof involving non-assignable ~n
tracts to buy or sell the foregoing securities whi<Jh are to be completed 
within two years, where the seller of t~e foregoing securities pursuant 
to any such contract is one of the parties described in subparagraph 
(A) ( i) or (A} ( ii} who may originate sueh securities and the pur
chaser of such securities pursuant to any such contract is any institu
tion described in subparagraph (A) ( i) or any insurance company 
described in subparagraph (A) ( ii), the Federal Home Loan Mortgage 
Corporation, Federal National Mortgage Association, or the Govern
ment National Mortgage Association and where the foregoing 
securities are subject to the three conditions for sale set forth in sub
paragraphs (A)\i) (a) through (c). 

I 
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"(C) The exemption provided by subparagraphs (A) and (B) 
hereof shall not apply to resales of the securities acquired pursuant 
thereto, unless each of the conditions for sale contained in subpara
graphs (A) ( 1) (a) through (c) are satisfied.". 

SEc. 31. (a) This Act shall become effective on the date of its enact
ment except as hereinafter provided. The amendments made by this 
Act to sections 3(a) (12), 6(a) through (d), llA(b), 15(a), 15A, 
15B(a), 17A(b) and (c), and 19(g) of the Securities Exchange Act 
of 1934 shall become effective one hundred eighty days after the date 
of enactment of this Act, and the amendments made by this Act to 
section 31 of the Securities Exchange Act of 1934 shall become effec
tive on January 1, 1976. Neither the provisions of section 3(a) (3), 
6(b) (2), or 6(c) (1) of the Securities Exchange Act of 1934 (as 
amended by this Act) nor any rule or regulation thereunder shall 
apply so as to deprive any person of membership in any national 
securities exchange (or its successor) of which such person was, on-the 
date of enactment of this Act, a member or a member firm as defined 
in the constitution of such exchange, or so as to deny membershi_P in 
any such exchange (or its successor) to any natural person who IS or 
becomes associated with such member or member firm. 

(b) If it appears to the Commission at any time within one year of 
the effective date of any amendment made by this Act to the Securities 
Exchange Act of 1934 that the organization or rules of any national 
securities exchange or registered securities association registered with 
the Commission on the date of enactment of this Act do not comply 
with such Act as amended, the Commission shall so notify such 
exchange or 'association in writing, specifying the respects in which 
the exchange or association is not in compliance with such Act. On 
and after the one hundred eightieth day following the date of receipt 
of such notice by a national securities exchange or registered securities 
association, the Commission, without regard to the provisions of sec
tion 19(h) of the Securities Exchange Act of 1934, as amended by 
this Act, is authorized by order, to suspend the registration of any 
such exchange or association or impose limitations on the activities, 
functions, and operations of any such exchange or association, if the 
Commission finds, after notice and opportunity for hearin,g, that the 
organization or rules of such exchange or association do not ~mply 
. with such Act. Any such suspension or limitation shall continue in 
effect until the Commission, by order, declares that such exchange 
or association is in compliance with such requirements. 

Speaker of the House of Representatives. 

Vice President of the United States and 
President of the Senate. 
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Dear Mr. Director: 

The fol.l.awing bills were received at the \1hite 
House on 1~ 23rd: 

s. 249 
H.R. 3786 
R.R. 71.36 

Please let the President have reports and 
recommendations as to the approval of these 
bills as soon as possibl.e .-

Sincerely, 

Robert D. Linder 
Chid E."teeutive Clerk 

The Honorable James T. I;ynn 
Director 
Office of' Ma..nageme:at and Budget 
Washington, D. c. 




